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Budget Academy- Agenda

* Budget Overview » Revenue Projections
« Budget Strategies  Property Tax
« Budget Roles & Environment » Sales Tax
» Budget Calendar * Other Revenue
* What We Budget  Expenditure Projections
* Fund Types » Salary & Benefits Projections
* Revenue Types « Operating Expenditures
* Expenditure Categories » Capital Improvement Program

* Forecasting Techniques
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How and Why We Budget
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The Budget Connection

THE MYTH THE REA\_{T\/
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Why Budget?

4 I

Inspection
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Types of Budgets

 The financial plan adopted for a single fiscal year.

« Proposed Operating Budget — designates the financial plan initially
developed by departments and presented by the City Manager to the

City Council for approval.

« Adopted Operating Budget — the plan as modified and finally
approved by the City Council.

-

Capital
« The five-year financial plan which addresses development and
Improvement improvements to the city’s infrastructure.

 The first year is adopted by City Council, with the remaining four
Program (CI P) years serving as a forecast.
Budget

\_
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Budget Development: Types of Budgets
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Traditional or Line-Item Budgeting

» Widely used v —
* Historical Basis ‘j:
N ge—

 Control oriented — Where did the money go? —
fund/function level

» Reports information on inputs used in the production of
governmental services

» Reports by organizational unit




Example - Line Item Budget

CITY OF PLANO

Budget Worksheet - Expenses
As of &/
Description Last Year Council Current Current Current Proposed Funded
Budget Budget : Fe-Estimate Budget Supplement
00001 General

Police

610 PERSONNEL SERVICES

6102 PT More than 20 TMRS Elig 147358 204,70 36752 144,018 236 206,236
6103 Classified Salanes 9.467.807 05614 085387 9.877 0.985.3 0,034 3,07 10,337.409
6104 Civil Service Salaries k 0

6104 OVERFILL Civil Service Sa

6105 PT-less than 20 11913

6106 Certification Pay 413290

6109 Comp Plan Contingency

6111 Overtime

6112 Overtime-SB

6113 Longevity 331977

1,818,963 32,024 1,917,366
9,241 896 281,132 9,310.951

6123 Group Insurance- Health 6,705,685

6125 Group Insurance- Life : . .

6127 Medicare 716,308 36.84 773 765,868

6129 Workers Compensation 420 988 691,803

6132 Long Term Disabihity 286 34.0 20318

6133 OPEB Contribution

6141 Car Allowance

610 PERSONNEL SERVICES

620 MATERIALS & SUPPLIES
6201 Office Supplies 20,489 160,500

Postage 30

6203 Publications 919 30,000

6204 Food 4,68 28,000
205 Wearng Apparel J 390,000 45,74 400,000
205.VEST Police Vests 4 61,000 57,700 7.64 60,000
339,677




Example

Account Account Description

2023 Council
Approved

- Line Item Budget

Budget Worksheet Report

Budget Year 2023

Fund 101 - GENERAL FUND
EXPENSE

SUPPLIES

8140 PUBLICATIONS AND PROGRAMMING 147,000.00

Budget Transactions
Level
Coundil Approved
Coundil Approved

Transaction
Data Prose - Badford Connection Mailer
Water Bill Communications

Number of Units Cast Per Uit Total Amount
1.0000 142,000.00 142,000.00

1.0000 5,000.00 5,000.00

Coundil Approved Totals _W

MAINTENANCE

SUPPLIES Totals $147,000.00

8203 MAINTENANCE HARDWARE AND SOFTWARE 85,230.00

Budget Transactions
Level
Coundil Approved
Coundil Approved
Coundil Approved

Transaction

SHI Gowt SOL Server

Tyler Content Manager

Tyler Technologies-{B0%) Annual Software Maint Agreement (S5MA)

Number of Units Cast Per Unit Total Amount
1.0000 10,400.00 10,400.00

1.0000 2,750.00 2,750.00

.B000 90,100.00 72,080.00

Council Approved Totals m

TRUNK RADIOS

Budget Transactions
Level
Coundil Approved
Coundil Approved
Coundil Approved
Coundil Approved

172,740.00

Transaction

Fort Worth Radio IDs

Motorola Contracts - Infrastructure & System Mgmt
MNRH Subscriber Maintenance

Radio Replacement

Number of Units Cast Per Unit Total Amount
1.0000 10,680.00 10,680.00

1.0000 119,070.00 119,070.00

1.0000 31,090.00 31,090.00

1.0000 11,900.00 11,900.00

Council Approved Totals — §172,740.00 |

CONTRACTUAL SE &)
8301 COMMUNICATIONS

Budget Transactions
Level
Coundil Approved

MAINTENANCE Totals $257,970.00

151,000.00

Transaction
ATET Long Distance Services

Number of Units Cast Per Uit Total Amount
1.0000 3,000.00 3,000.00

GFOAT
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Target Budgeting @

 City Management sets limits on the budgets that
departments may request

* Driven by revenues

* Focus on resources avalilable — e.g. Executive/Council
determines total spending before budget request are
submitted

* Only $X per envelope/spending category
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Example - Target or Base Budget Formulation

2022-23 Council Budget $2,000,000
Personnel Services (1,000,000)

PC Replacement, Depreciation etc. (50,000)
Capital Outlay/One Time Expenses (50,000)

Sub-total $900,000
Overtime 20,000
Car Allowance 4,260

Total O&M Target $924,260

Supplemental requests (Supplements) or Decision Packages to
request additional or reduction in funding.

GoyernmentdEinancel@fficers clationfofdlexas!



Decision Package vs. Supplement:
Which one should | use?

Supplement Decision Package
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Program Budgeting

» Changes focus from department to program

* Program is organized set of related activities that are directed
towards achieving a common purpose or goal that an agency
or department undertakes to carry out its responsibilities.

 Budget decisions made at greater level of detail
Programs

_ M M
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Example - Program Budget

Fire and Public Safety Facility Projects

Praoject Prior Yrs Re-Fst 2022-23 2023-24 2024-25 2025-26 2026-27 Future Total

10221 17 Fire Training Center 8,885,098 6,113,094 1,181,940 0 0 0 0 0 16,180,132
10202 21 Fire Station 2 Improvements 0 0 0 80,000 0 0 0 0 80,000
10203 21 Fire Station 3 Improvements 0 0 0 175,000 0 0 0 0 175,000
10215 21 Fire Station 4 Restrooms 0 0 275,000 0 0 0 0 0 275,000
10214 21 Fire Station 4 Roof 0 11,900 238,100 0 0 0 0 0 250,000
10205 21 Fire Station 5 Remodel 0 20,000 7,000,000 1,980,000 0 0 0 0 9,000,000
10207 21 Fire Station 7 Improvements 0 80,000 0 300,000 350,000 0 0 0 730,000
10208 21 Fire Station 8 Remodel 0 0 100,000 6,500,000 4,900,000 0 0 0 11,500,000

TOTAL 8,885,098 6,224,994 8,795,040 9,035,000 5,250,000 0 0 0 38,190,132

*GFOAT

GoyernmentEinancel@®fficersiAssociationfoffiexas



Example - Program Budget

CITY OF PLANO COMMUNITY INVESTMENT PROGRAM

Project Name: 21 Fire Station 5 Remodel
Project Number: 10205 Start Date: Oct. 2021
Completion Date: Sep. 2023

$
Description: é‘
Remodeling and expansion of Fire Station 5 located at 5115 West Park Boulevard that was built in 1983 and upgraded e d
in 1998. Improvements to include ICC 500 Storm Shelter room and new apparatus bay. ,g
'Q
2
Q
[
B3

g. /
&
£
s

WEST PARK BLVD

EXPENDITURES Prior Years Re-Estimate 2022-23 2023-24 202 2026-27 Future Yrs Total

Land 0 0 0
Design 20,000 800.000 0 820.000
Construction 0 6.200,000 1,980,000 8.180,000
Equipment 0 0 0 0

TOTAL 20,000 7.000,000 1.980.000 9.000.000

REVENUES Prior Years Re-Estimate 2022-23 2023-24 2024-2 2026-27 Future Yrs Total

Bond Funds 20,000 7,000,000 1,980,000 0 0 9,000,000
N/A 0 0 0 0 0 0
N/A 0 0 0 0 0 0

TOTAL 7.000,000 1,980,000 9.000,000

OPERATING BUDGET IMPACT 2021-13 2023-24 Future Yrs Total

0 28.577 8.653 0 0 0 37.230

GFOAT
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Zero-Base Budgeting

« Start at $0
e Justify programs annually

» Operations divided into decision units; aggregate into
decision packages

* Ranks programs (decision packages) which tie into goals of
government body

e |dentifies programs for elimination and/or modification
* Asks — Can we justify what we are doing?

GoyernmentEinancel@®fficersiAssociationfoffiexas



Performance budget includes discussion on results

» Approaches resources allocation priorities from a citizen
(customer) perspective

* Focuses the process on how best to spend the revenues (on
what) we have rather than just pm what to cut

* Much greater transparency in what was funded and what
wasn't Programs Performance

4
o M M M




Priority Based Budget

* Priority-Based Budgeting

* Identifies the most important strategic priorities. Services are then
ranked according to how well they align with the priorities, and
resources are allocated in accordance with the ranking.

* Core versus Non-Core
» Essential versus non-essential
« Mandated versus Non-mandated

GoyernmentEinancel@®fficersiAssociationfoffiexas



Key Objectives of Prioritization
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Value Programs Based on Evidence of their
Influence on Results

Individual Program Scorecard
Tuesday, June 16, 2009

Directions: For every program the
Government provides to it's citizens, your

Basic Program Attributes BCC / Public Results
job is to help us understand how that o
. - . rogram : : .
the results of government. Direct User  Service . Community . -
Program Fee Transportation Development Service Government
-4todScale -

0-10 5cale 0-10 5cale 4=demand

On a scale of 0 to 4 points, 0 = program has no influence on
[10=State/Feder basedon significantly P ! prog

al Mandate: T achieving the Result; 1 = program has some influence, though
S=Local [10=100%;5- 4=demand minimal; 2 = program influences the Result; 3 = program has a
Mandate; O=Mo 50%;1=10%; significantly strong influence on the Result; 4 = program is essential to
Mandate 0=0%) increasing)' achieving the Result

Highws: :1','5 E
Snow Removal

Unpaved Road Maintenance

Transportation

GoyernmentEinancel®ffice AlsseclationfoliFlie




Allocate Resources Based on Prioritization

Prioritization Array: Combined City-wide Programs

$85,915,772 Programs

$51,726,155

$21,505,297 | 103 Programs

4 ;7498842 58 Progrd

$ S10000000 20000000 $30000000 0006000 5000000 K000 S70000000 8000 000 $100,000,000

Center for Priority Based Budgeting City Of Boulder. Colorado —
“Leading Communities to Fiscal Health & Wellness” ’ i
Governmentiinancel@fficersiAssociationfof#liexas
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Budget Participants &
the Budget Environment

GoyernmentEinancel@®fficersiAssociationfoffiexas



AT LONG LAST, I
FINALIZED THE
BUDGET.

STOP
MAKING
IT SOUND
ANNUAL .

THIS 1S THE
BUDGET FOR
LAST YEAR.

scottadams ®@acl.com

le«o=03% & 2003 United Feature Syndicate, Inc.

www.dilbert.com
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Key Actors and Their Roles

INTEREST GROUPS

EXECUTIVE
Elected CEO
Appomted CEO
Budget officer

Expenditure. requests,

& recommendations

LEGISLATIVE

) _ Legislative leaders

Service delivery Committee heads

Budget & finance committee
Auditing unit

Implementation &
monitoring

Appropriation & adoption
Implementation & momtoring .,0'
. EXTERNAL
AGENCIES

ADMINISTRATIVE
Departmental heads
Elected comptroller, treasurer
Budgeting and financial staff

OTHER
GOVERNMENTS

..Imagine the outer ring

rotating around the
connected boxes with a
different message at
each stop!

*GFOAT
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Key Actors and Their Roles

BUDGET ROLES
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Direct Participants (internal)

» Represents the CEQO’s/organization’s interests in all phases
» Advises the CEO not only on budget but broader financial policies

.  Traditionally, has acted as "gatekeeper” for agencies budget requests and budget
BUdget Officer administration (this role is changing from adversarial to collaborative)

Highly influential and involved in capital budgeting, benefits policy and
compensation policy

Well versed in public policy analysis, financial analysis, and statistical analysis
(optimally)

Typically assigned specialty areas
In larger organizations, work in teams

Usually charged with specific areas of the budget process (i.e., performance
measures, document production, data integrity, etc.)

Budget Analysts

In the Budget Office Objectivity, creation and application of a transparent process are highest priorities,
because they are the source of trust in the process

*GFOAT
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Direct Participants (internal)

Typically, the CEO is highly influential in all phases (except possibly post-adoption
administration). May act as the Budget Officer.

* Even the timing and construction of the budget calendar can have an effect on

the process.

Capital budgeting: CEO & CFO influence financing methods for projects.

The weaker the governing body, the stronger the influence of the CEO.

* How has this played out in your governmental entity?

GoyernmentEinancel@®fficersiAssociationfoffiexas



Direct Participants (internal)

Greatest impact in operational results definition, cost projection and
success/effectiveness measurement

Provide the building blocks for the budget (cost drivers such as staffing needs,
commodities, new program requests, etc.)

Will ultimately be charged with delivering a service or set of services within an
approved funding level

Interact primarily with CEO and budget office

(But, be aware, may also have direct connections with legislators, interest groups,
unions, the media and individual citizens)

GoyernmentEinancel@®fficersiAssociationfoffiexas



Direct Participants (internal)

 In traditional budget game, may “pad” budgets in expectation of recommendation of
cuts by budget office — again, building trust that the Budget Office will make unbiased
recommendations is critical

Departments may be inclined to report only favorable performance information, or
color that information to reflect well on the department operation’s search for
budgetary resources

Challenge for budget manager: balance departmental perspective with overall
organizational needs (newer budget methods help to illuminate this) while
maintaining good relationships with departmental management

NOTE: Recognize that each department head has a different relationship with the CEO and/or the
legislative body. Be on the look out for the “untouchable” department head.

GoyernmentEinancel@®fficersiAssociationfoffiexas



Direct Participants (internal)

GOVERNING OR LEGISLATIVE BODY & BUDGET COMMITTEES

Most influential in appropriations approvals

More important role in states (budget manager less influential)

Legislative bodies have least influence in budget execution...unless the operating approach is
legislated

Generally, legislators try to increase benefits and spending for their own constituencies (major
implications for capital budgeting, especially at the state and federal level)

Key players are the Committee (appropriations at the state level or finance / budget
committee at the local level) chairs and respective leadership (speaker) of each body of the
legislature.

Budget Manager speaks for the CEO, but also can speak to the CEO regarding legislators’
concerns, so building that relationship is critical.

GoyernmentEinancel@®fficersiAssociationfoffiexas



Indirect Participants (external)

INTEREST GROUPS, UNIONS, ELITES — Can you name a few types?

Typically hone in more narrowly on own interests
Tend to focus on policies (e.g., environmental, health care)

Capital budgets are of great interest, because they may view it as misdirection or diversion of funds for
other uses — e.g., Urban Renewal

Budget Manager's challenge: Focus policy/decision makers on the entire budget and all needs, not
single issues in a vacuum. (This is more difficult to do in a traditional budget process)

Lessons learned: Get to know your unions and the regular speakers at legislative meetings. Determine
the passion level and tactics of each special interest. Some will take the smallest issue to the grave. So,
do you try to buy them out and put them on the sidelines of the budget process? Do you enlist their
help in achieving a balance of interests?

GoyernmentEinancel@®fficersiAssociationfoffiexas



Indirect Participants

Public is not monolithic, but
individuals are usually focused
narrowly

Media can take many forms
(mainstream, community,
electronic/social/bloggers, print /
broadcast, etc.)

Media are both a threat and an
opportunity
 How has media involvement in
the budget process changed in
your jurisdiction?

States are often no longer viewed
as partners

Neighboring governments —
competition or cooperation?

Are shared services an option, or a
distraction?

Comparisons with other units of
government can help - or hurt, if
not truly comparing equitably

* Privatization interests

 Specific vendors selling solutions
(I.T., quirky financing, etc.)

» Non-profits having similar goals
(e.g., children’s health, environment,
education). Explore joint service
delivery options

*GFOAT
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Budget Environment

 Seven key factors constrain stakeholder options, provide opportunities
that frame strategic choices, and limit possible outcomes:

Legal restrictions (internal and external)

Economic and revenue base

Fiscal structure and financial condition

Power and authority structure (including if it is an election year)

Culture, tradition, and normative preferences

Department / Front office leadership stability

Budget Office staffing / capacity / experience

1.
2.
3.
4,
5.
6.
7.

Are there any other factors that should be considered?

R N
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Phases of the Budget Cycle

e Prepare Strategic Plan with City Council

BUdget Pre pa ration . e Establish Budget Focus

e Financial Forecast - 3, 5, or 10 year

Janua ry - June « Revenue Estimates

e Develop Proposed Budget
e Preliminary Appraisal Roll Information Received

¢City Manager Recommended Budget & CIP submitted to Council
eWork with Counties on TNT Rates
¢City Council reviews and approves budget & tax rate

eAdoption of the Budget & CIP first

eTax Rate second

eTax Ratification

e Periodic reporting and monitoring
e Publish and submit Budget & CIP
 Plan for Tax Rate Election if over Voter Approved Rate

e The purpose of the audit is to ensure that the financial statements present
fairly, in all material respects, the financial position of the City and have been
prepared in accordance with U.S. generally accepted accounting principles and
governmental accounting standards.

*GFOAT
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FY 2022-23
Budget Calendar
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Typical Budget Preparation Calendar

Jan.

*Prepare Strategic Plan with your City Council
«City Manager establishes Budget Focus.

«City staff begin the budget planning process.
«Calendar and Instructions are issued to departments.
*Budget Memo - Very Important!

*Preliminary requests and any changes to personnel submitted to Budget, HR and CM.

«Internal departments submit replacement list to departments for items such as equipment and
technology replacements.

Preparation of Financial Forecast.

*Training on the budget process and software is provided.

*Budget/Finance meets with City Manager Group to determine budget/CIP parameters (revenue
and expenditure forecasts), targets and goals.

*Forecast provided to City Council.
*Budget Process Kick-off Meeting!!

*GFOAT
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Typical Budget Preparation Calendar

« Departments begin developing their budgets for City Manager review.

* Citizen Input Meetings conducted. Town Hall meetings, Homeowner
Associations, Board and Commissions.

* Set up department meetings with City Manager Group for June

« All department budgets and CIP request are submitted to Budget/Finance.
» Budget/Finance analyze and prepare budgets.

* Prepare salary and benefit budgets for departments. Either HR or
Budget/Finance responsibility.

» Budget/Finance presents total request to City Manager with highlights, issues,
options and recommendations.

« City Manager reviews all Operating Budgets and Community Improvement
Program with all department heads.

*GFOAT
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Typical Budget Approval Phase Calendar

- City manager gives final budget/CIP instructions on what is to be included in the Recommended Budget.
-Budget/Finance notifies departments of preliminary funded requests.

Receive Tax Roll from CAD

- Draft Operating and Proposed CIP submitted to City Manager for review.

- City Manager submits Recommended Budget and Proposed CIP to City Council.

- Calculation of Truth in Taxation Rates - No New Revenue & Voter Approval Rate
«Public Hearing on Operating Budget and CIP

« Council Budget Work Sessions — Grant, CIP & All day Saturday

- Approval of Tax Roll

*Notice on Tax Rate

*Public Hearing on Tax Rate (Must be in Person)

- City Council adopts the Operating Budget, CIP and sets the tax rate
- Prepare for election if over Voter Approval Rate - Election Nov. 7, 2023

GoyernmentEinancel@®fficersiAssociationfoffiexas




Typical Budget Execution &
Implementation Calendar

» New Fiscal Year begins on October 15t
* Process carry-forwards from previous year.

« Encumbrances are carried forward.
« Auditors & Accounting start the fiscal year close process.

 Budget/Finance Office produces final budget document.
« Election if over Voter Approval Tax Rate — Election Nov. 7, 2023

\[e}VA

« Final budget document is submitted to GFOA for the Distinguished
Budget Award.

« Annual Comprehensive Financial Report produced

*GFOAT
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Questions & Comments
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What We Budget
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WE TRANSFERRED ONE ...90, WE STILL
JOB TO ANOTHER GROUP PAY YOU BUT
BUT ACCIDENTALLY KEPT TOU AREN'T (" THIS ISTHE

THE. MONEY AND HEAD- ALLOWED TO HAPPIEST
OC WORK . DAY OF MY

LIFE.

L FOUND A TYPO IN
THE BUDGET SPREAD-
SHEET... ITS TOO LATE
TOEER AT

D 1993 United Feature Syndicate, inc
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Fund Accounting Basics

 Focuses on funding source and acceptable uses

* The use of funds determined by entity
* Implement when legally or logistically needed

* The number of funds determined by entity
* Minimize when possible

e Audit includes all funds, even if “rolled-up”
« Budget includes budgeted funds + others as wanted




Overall Fund Types
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Governmental Fund Types

Special Revenue Funds

Debt Service Funds

Capital Projects Funds

Generally Governmental funds are presented individually in the Budget and Annual A

GovernmenRinancel®fficersfAsSsoclationio Fiexas



Keller Budget Vs. Audit

e General Fund e General Fund

» Community Clean-Up Fund » General Fund

» Parks Special Revenue > Loy Cesn-Ufp Fune
Fund « Parks Special Revenue Fund

e Grant Fund

Goye eniiBinancel@fficersfAssociationfofdlexas



Proprietary Funds

« Resemble Business type activities
« Water and Wastewater Utility Fund
 Drainage Fund
« Electric Utilities
» Recreation Centers

* Provide support services to the government
* Information Technology
* Fleet Services
« Replacement Funds

Funds presented separately in Budget and combined in Annual Audit

*GFOAT
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Keller Budget Vs. Audit

 Water-Wastewater Utility Fund - Water-Wastewater Fund
o Water-Wastewater CIP Fund  Water-Wastewater Utility Fund
. Water Impact Fee Fund Water-Wastewater CIP Fund

W | N Water Impact Fee Fund
astewater Impact ree Fun Wastewater Impact Fee Fund

Utility Bond Fund

GoyernmentEinancel@®fficersiAssociationfoffiexas



Fund Restrictions

General Fund

Can fund any activity,
even if funded by .
other fund Can fund activity for

which revenue is Can fund related
brought in, including debt and project
administrative, debt, | - +c 2nd no

and capital costs operating costs

Debt and Capital Funds

Can only fund related
activity

Goyernmenrl Ssoclationfodlexas

inancel@®fficersiA



Examples - Revenue for All Funds

$100,000,000

$86,348,312

$90,000,000

$80,000,000

$70,000,000

$60,000,000

$50,000,000

$40,000,000

$30,000,000

$20,000,000

$10,000,000

s$-

Total Revenues

*GFOAT
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$45,000,000
$40,000,000
$35,000,000
$30,000,000
$25,000,000
$20,000,000
$15,000,000
$10,000,000

$5,000,000

S$-

Example - Revenue By Fund

$39,422,426

General Fund

$27,601,020

Water And
Wastewater Fund

$1,505,371
[

Drainage Utility
Fund

Keller The Keller Pointe
Development Fund
Corporation Fund

M Total Revenues

$1,716,477
.

Keller Crime
Control And
Prevention District
Fund

$1,640,558
.

Street And

Sidewalk

Improvements
Fund

$3,760,294 $4,796,292

Debt Service Fund  Other Funds

*GFOAT
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Revenue Types

 Taxes — Compulsory charge levied by a government |
* Ex. Property (Ad Valorem), Sales, Hotel, Mixed Beverage a
» Street Rental (Franchise / ROW Agreements)
 Electric and Gas Franchise Tax
f_Dﬁ

« User Fees — Charge for city services
* Ex. Water and Wastewater Services, Recreation Fees, Solid Waste Fees

* Fines — Punitive charge for violation of law and/or ordinances
 Ex. Traffic Fines, lllegal Dumping

* License and Permits — Charge related to regulatory program costs \ ‘ ’
 Ex. Plat Reviews, Plumbing Licensing, Dog Registration

GoyernmentEinancel@®fficersiAssociationfoffiexas



Example - Revenues by Type and Fund

$40,000,000

$35,000,000
$30,000,000
$25,000,000
$20,000,000
$15,000,000
$10,000,000
$5,000,000
. B - ] — — I
General Fund Water And Drainage Utility Keller The Keller Pointe  Keller Crime Street And Debt Service
Wastewater Fund Fund Development Fund Control And Sidewalk Fund
Corporation Fund Prevention Improvements
District Fund Fund
1 Property Taxes M Sales Tax & Other Taxes M Licenses and Permits  ® Charges for Services M Fines and Fees Development Fees

*GFOAT
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Expenditure vs. Expense

EXPENSES

« Are defined as the outflows or
expiration of assets or the
incurrence of liabilities during a
period from providing or
producing goods, rendering
services, or carrying out other
activities that constitute the
entity's primary operations.

« GASB Codification Chapter
1600.116 defines expenditures as
decreases in net financial
resources. In governmental
funds, the recognition of
expenditures occurs in
accordance with the modified

accrual basis of accounting.
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Categories

» Organizing expenditures/expenses into like
groups offers several benefits:

* Increase transparency
* Improves forecasting

 Can illuminate previously unseen patterns or issues
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Expenditure Categories

« Costs associated with people are much
broader than Salaries & Benefits. New
positions can have large one-time costs

 Labor that does not produce a tangible good.
Work is typically performed by and outside
entity or internal service department.

« An item or group of items that you purchase
and own. If capital threshold can fall into the
capital.
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Expenditure Categories

A blending of services and supplies, but the main
objective of this category is to track spending related
to the preservation of an existing assets

A service, that is essential for public. Typically
regulated by multiple levels of government.

Money owed to a third party, including another fund

« A movement of resources from one fund to another

*GFOAT
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Expenditure Categories

« Are items that exceed the capital threshold set by
your municipality.
« Typically, large purchases that retain value after one year,
and are listed on your fixed assets.

« Can be a combination of goods that make up one asset.
Good example of this is a road, which is a combination of
services, supplies, time, and other resources.

*GFOAT
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Example - General Fund Total Expenditures

General Fund Expenditures + What is good and bad

$1,000,000

$900,000 about this?

$900,000

$800,000 $750,000

 How much can you learn

$700,000

500,000 from this presentation of
$500,000 the data

$400,000

$300,000 » Can you provide context to
$200,000 why expenditures are

$1°°'°(;° changing?

2023 2024 2025 PAYAS)
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Example - General Fund Expenditures By Categories

General Fund Expenditures

1000000 * What is good and bad

900000 about this?

800000 I

LT l  How much can you learn
20000 - .:. from this presentation of
500000

roonoe _ the data

300000 ————

200000 — « Can you provide context to
100000 o why expenditures are

0

changing?

2022 2023 2024 2025 PAYAS) 2027

Personnel m Supplies ™ Services M Capital
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Another Example

Northlake Transparency Portal



https://northlaketx.opengov.com/transparency

Questions & Comments
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Forecasting Techniques
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DILBERT IS FORCED TO WORK IN
THE ACCOUNTING DEPARTMENT

FIRST YOU MUST
UNDERSTAND HOW
NUMBERS CHANGE

REALITY. ..

SOME PEOPLE THINK NUMBERS
MERELY REFLECT REALITY. ..
BUT WE BELIEVE THAT
NUMBERS CREATE
REALITY.

THIS IS OUR BUDGET -
ERASING ROOM...

*GFOAT
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Assumptions Afoot!

» Depending on the size of municipality you work for/with

you may not be the primary budgeter of these costs, you
may simply need to evaluate them.

* These are tools, methods, and techniques developed over
the course of a career. They are not meant to be used to
invalidate a different ways of budgeting. The ultimately
goal is to have a method that helps municipalities to
accurately comprehend, measure, and predict costs.
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Levels of Forecasting

Naive forecasting Projecting revenues based on based on the most recent, typical (or
normal) period. Alternatives include using:
+ The absolute change from the last period
* The percent change from the last period
« The value of the last similar period

Judgmental forecasting Making forecasts based on one’s expertise, intuition, and knowledge
about the revenue source.

Expert forecasting Process of producing estimates based on informed opinion of experts,
such as economists, demographers, market researchers, etc.
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Decision Tree for Forecasting

Sufficient Historical
Data Available?

Expert Judgment Good knowledge of
Forecasting relationships?

xirapaiation- E conometric

J‘j_‘,’ygb"r}g"' M ethods

Different
Methods Provide
Useful
Forecasts?

Use Selected Method o—-Ye Combine F orecasts
Adapted from J. Scott Armstrong, “Selecting Forecasting Methods,” 2009 Available at www forecastingprinciples com ( : I I | ' I |
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Quantitative Forecasting Techniques

 Helpful for recognizing historical patterns in revenue
collection

 Useful for predictable revenue sources that are linked to
specific market and consumer activities

Common techniques:

 Extrapolation

* Regression/econometrics (casual models)

* Hybrid — Blend of qualitative and quantitative methods
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Extrapolation j

* The action of estimating or concluding something by
assuming that existing trends will continue, or a current

method will remain applicable.
ulil

 Three types of extrapolation:
* Incremental models
* Trend analysis

« Moving averages /




Incremental Forecasting

e Utilize a known increment for a projection

* The increment will differ based on judgement, most often
relies on historical or gathered information

Formula

©:0-0
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Incremental Forecasting

» Example: We are projected to grow by 200 homes next year with
the current developments we have in place.

(Taxable Values From Prior Year) + (200*average taxable
value/100*current tax rate) = property tax values for next year
 This assumes your property tax base is not decreasing.




Trend Analysis

* “Trend analysis” estimates the growth pattern of a
revenues/expenditures based on its short-term historic trend

* When used in forecasting it assumes revenues/expenditures will
continue to exhibit the same growth patterns

Formula

(Period 2 -
Period 1)

Example:
10% = (110,000-100,000)/10C
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Trend Analysis

 Trend Analysis is an analytical tool that can help you ask better
guestions.

» Example: Sales Tax on average has gone up 11% the past two

years.

* You should not immediately use 11% as the projection, you should dig further to
see why it increased each year.

» Once you obtain the why, then you can know if the pattern will continue.
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Moving Average

* Reduces data variability by averaging data points over a period.
* Utilized when you have regular increments and data points

* Can show overall trends, but is still susceptible to skew from
outliers

* Try using a six-month rolling average on your sales tax data to flatten
out variation and more clearly define trends.

Governmentiinancel@fficersiAssociationfof#liexas



Moving Average

Sales Tax 6-Month Moving

$140,000

$20,000

5-

s G-Month Moving

» 5 years' worth of sales tax data show as raw data vs moving average

*GFOAT
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Regression/Econometrics

* A measure of the relation between the mean value of one
variable (e.g. output) and corresponding values of other
variables (e.g. time and cost).

 Regression analysis is a deeper forecasting tool that takes time and
training to use.

 Can be useful in evaluation how much of an impact one
variables impact on another

* Example: Use monthly rainfall totals to evaluate their impact
on residential water usage during summer months
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GFOA Best Practice

* Financial Forecasting in the Budget Preparation Process

* Forecast major revenues and expenditures — several years
into the future

» Key Steps
 Define Assumptions

» Gather Information

* Preliminary/Exploratory Analysis
* Select Methods

* Implement Methods

* Use Forecasts
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Questions & Comments
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Revenue Projections
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YOURE LET'S
NOT EVEN START WITH
TRYING A TRILLION
TO BE DOLLARS AND
HELPFUL. SEE HOW FAR
THAT GOES.

PUT ME DOWN FOR
AS MUCH AS T CAN

WALLY, I NEED YOUR
BUDGET REQUIREMENTS
FOR NEXT YEAR.

@SCOTTADAMSSAYS
Inc./Dist. by Andrews McMeel

DILBERT.COM
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Property Tax Revenue
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What is Truth-In-Taxation

Also Known as TNT
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2023 Truth-In-Taxation

A taxing unit must
publish its no-new-
revenue tax rate and its
voter approval rate
before adopting an
actual tax rate

Four

. . Guiding
A taxing unit must Principles
publish special notices
and hold one public
hearing before
adopting a tax rate that

exceeds the lower of the
voter approval rate or
the no-new-revenue tax

= *GFOAT
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A Brief Review of the Process

 Appraisal District Provides Value

» Governing Body Drafts Budgets

» Tax Assessor Calculates Rates, May Publish Notices
« Governing Body Proposes Rate/Holds Hearings

« Governing Body Adopts Tax Rate

» Tax Assessor Mails Bills

GoyernmentEinancel@®fficersiAssociationfoffiexas



Tax Rate

« Ongoing General Fund operations

- Payments on debt for general government (not utility rated) improvements

{Tax Rate = M&O Rate + I&S Rate ]

- Tax Rate x Taxable Value /7 $100 = Your City Tax Levy ($ paid to City)
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How Did We Get Here?

*GFOAT
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Senate Bill 2 - Property Tax Reform

- "Effective Rate” Replaced with “No-New-Revenue”
* “Rollback Rate” Replaced with “Voter-Approval Rate”

« Mandatory November Election if Rate Set Above “Voter-
Approval Rate”

 Lowers the Voter-Approval Rate (Rollback Rate) from 8% to 3.5%
* Added Unused Increment to the Formula

 “De Minimis Rate” for Small Cities

* Enhanced transparency and “Truth-in-Taxation” modifications
Effective January 1, 2020
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Senate Bill 2

* Reduces Public
Hearings from Two
Back to One

 Tax Rate Public
Hearing can be on
same night as
adoption




No-New-Revenue Tax Rate

* The no-new-revenue tax rate Is a calculated rate that would
provide a taxing unit with the same amount of revenue it
received in the year before on properties taxed in both
years.

* The resulting tax rate show the relationship between last
year's revenue and the current years values.




No New Revenue Rate Calculation
(non-special taxing units)

Rate which creates levy on same properties as prior year
No New
Value Revenue
—
No New
Revenue
Rate




No-New-Revenue Tax Rate
Calculation - Replaced Effective Rate

©:0-0=6
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Voter Approval Tax Rate

* The voter-approval tax rate is a calculated maximum rate allowed by law
without voter approval. Lowered to 3.5% increase from 8%.

* The calculation splits the voter-approval tax rate into two separate

components - a no-new-revenue maintenance and operations (M&O) rate
and a debt service rate.

* The voter-approval tax rate is the sum of no-new-revenue M&O and debt
service rates, plus the unused increment rate (if applicable).

* In most cases, the voter-approval tax rate exceeds the no-new-revenue tax
rate, but occasionally decreases in a taxing unit's debt service will cause
the no-new-revenue tax rate to be higher than the voter-approval tax re
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Voter-Approval Rate Calculation
(non-special taxing units)

©+0+e=6
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Unused Increment Rate

* A new component in the voter-
approval rate formula

* The 3-year rolling sum of the
difference between the adopted
tax rate and the voter-approval tax
rate

* The city can "bank” unused
amounts for up to three years
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Unused Increment Rate

« 2021 - 3.0% (0.5% unused)

e 2022 - 2.5% (1.0% unused)
« 2023 -3.0% (0.5% unused)

In 2024, the City Could Add up to 2% to
Voter-Approval Tax Rate

T GFOAT



Tax Rate Options - Incremental Rate Impact

Tax Rate

$0.3950

$0.35450

$0.36028

$0.37456

$0.407090

Average Taxable Home

$347,898

$387,603

$387,603

$387,603

$387,603

Avg. Home Tax Bill

1,374

1,374*

$ 1,396

$1,452

$1,578

Per Month

114.52

114.50

$116.37

$120.98

$131.49

Change from FY 2021-22 ($)

($0.14)

$22.26

$77.60

$203.70
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De Minimis Rate

DONTIUNDERSTAND
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Small Cities - Less Than 30,000 in
Population

e De Minimis Rate

« Rate that will Generate $500,000 in Tax Revenue

* 3% of Registered Voter’s Can Petition an Election If:
* De Minimis Rate Exceeds Voter-Approval Rate
« Adopted Rate is Equal to or Lower than De Minimis Rate
* Greater than 8% M®&O Portion




De Minimis Rate, defined

T GFOAT



Special Taxing Units

» Hospital Districts
* Junior College Districts

* Any taxing unit, other than a
school, with a tax rate less
than 2.5 cents per $100

» Special taxing unit keeps an 8 Tk
percent voter-approval rate JJEI[ t "th%t
gpeciall
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What Adopted Rates Trigger
Election or Petition

BELOW voter-approval tax rate No election required

ABOVE voter-approval tax rate; Election required**
Taxing unit does not calculate a de minimis rate

ABOVE voter-approval tax rate but Voters may petition for an
BELOW de minimis rate election*

ABOVE voter-approval tax rate and Election required**
ABOVE the de minimis rate

* See Tax Code Sec. 26.075 for details on when voters may petition for an election.

** See Water Code Secs. 49.23601, 49.23602, and 49.23603 for details on election requirements
for water districts.

Must adopt rate by August 215t if potential election

Goyernmentyki ssociationfofiiexas

inancel®fficersiA:



July 25th

Tax Rate Timeline

Adopting Rate At or Below Voter-Approval Rate

 Chief Appraiser must submit certified
appraisal roll or a certified estimate
of property values

« Last day to adopt tax rate that is
equal to or less than the voter
approval tax rate

Adopting Rate Above Voter-Approval Rate

 Chief Appraiser must submit certified appraisal
July 25th roll or a certified estimate of property values

 Any city adopting a rate exceeding the voter-approval tax
rate must do so by at least the 71t day before election day
(8/28/23).

« If the tax rate adoption will trigger an automatic election, tax
rate should be adopted by the 78t day before election day
(8/21/23), since election needs to be ordered by that date.

« The November uniform election date is the first
Tuesday following the first Monday in November

C Al o Automatic tax rate elections held on this day

*GFOAT
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Required Property Tax Numbers
for Notice and Public Hearings
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Required Property Tax Numbers

* Must be a record vote with at least 60 percent of members of governing
body voting in favor.

« Motion - Increase over no new revenue rate
“I move that the property tax rate be increased by the adoption of the tax of

$0.439000, which is effectively a 3.2 percent increase in the tax rate.” roperty rax code — I
Sec. 26.05(b) D :

«  Publication - Increase in budgeted revenues — ]
“This budget will raise more revenue from property taxes than last year’s — i

budget by an amount of $3,996,863 which is a 6.2 percent increase from last
year's budget, and of that amount $1,290,584 is tax revenue to be raised from
new property added tO the taX rO” thIS yeal‘." Local Government Code Sec. 102.005(b)
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Required Property Tax Numbers, cont.

* Motion - Increase over no new revenue rate
‘I move that the property tax rate be increased by the adoption of the
tax of $0.439000, which is effectively a 3.2 percent increase in the tax

rate.”
Property Tax Code Sec. 26.05(b)
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Required Property Tax Numbers, cont.

* Publication — Increase in budgeted revenues

“This budget will raise more revenue from property taxes than last year’s
budget by an amount of $3,996,863 which is a 6.2 percent increase from
last year's budget, and of that amount $1,290,584 is tax revenue to be

raised from new property added to the tax roll this year”
Local Government Code Sec. 102.005(b)
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Total Tax Rate

* Presents adopted rates NOT adjusted for change in values
e Compares nominal to nominal
» Median homeowner will experience a 3.2% increase

* Total tax levy on all properties
* Prior year is based on actual collections
« LGC 102.005 notice is based on prior year budget
 Current year levy is as calculated based on strict calculation of levy
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Required SB Notice

Notice of Public Hearing on Tax Increase as published
Per Property Tax Code Sec. 26.06
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Tax Ratification

102.007 (c) Adoption of a budget that will require raising more revenue from
property taxes than in the previous year requires a separate vote of the
governing body to ratify the property tax increase reflected in the budget. A
vote under this subsection is in addition to and separate from the vote to adopt
the budget or a vote to set the tax rate required by Chapter 26, Tax Code, or

other law.

Motion — Increase in property tax revenues as compared to the previous year
‘I move to ratify the tax increase as reflected in the proposed/adopted fiscal year

2023-24 budget.”
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Required Document/Website Notices*

* Proposed Budget Document & City Website (if maintained)
« HB 3195 Notice (LGC 102.005(b))
 Notice of Tax Rate (Tax Code 26.04(e))
» Budget Public Hearing (LGC 102.0065)
 Tax Rate Public Hearing (if required) (Tax Code 26.06)

» Also required to carry a 60-second notice on television channel if entity has free access (Tax Code 26.065(c))

» Adopted Budget
* SB 656 Cover Page (LGC 102.007(d))

*All notice requirements subject to change during legislative sessions
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Helpful Tax Links — Property Tax

» Comptroller Truth-In-Taxation Website - Includes links to Tax
Rate Calculations, Notice Requirements, Hearing Requirements,
and Important Dates

» Tax Code 26 — Tax Rate Adoption

* Local Government Code 102 — Municipal Budget Adoption
Requirements

Governmentiinancel@fficersiAssociationfof#liexas


https://comptroller.texas.gov/taxes/property-tax/truth-in-taxation/index.php
https://statutes.capitol.texas.gov/Docs/TX/htm/TX.26.htm
https://statutes.capitol.texas.gov/Docs/LG/htm/LG.102.htm

Sales Tax Revenue
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Sales Tax Calculation

 Use a conservative trend approach

» Request the Comptroller Confidential Detail report

 Excel / Access
 Third party software

* Formula Concept
1. Determine the Base = Overall Sales Tax — Opened in Year
2. Average annual base growth = ~ % to increase
3. Add annual impact of opened in year
4. Add known opening development — Use leakage discount
5. Subtract one-times & corrections
6. Total for estimate
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Helpful Links - Sales Tax
» Comptroller Confidential Information Report Request Info

» Comptroller Monthly Payment Detail

» Comptroller Sales Tax Publications — What is Taxable



https://comptroller.texas.gov/transparency/open-data/by-request.php
https://mycpa.cpa.state.tx.us/allocation/AllocDetail
https://comptroller.texas.gov/taxes/publications/#sales

Sales Tax By Category - Version 1

Other
Non-Store 580,411
Retail 11%
227,021
4%

Full-Service
Restaurants
220,440
4%

Limited-Service
Restaurants
399,288
8%

Utilities
425,047
8%

Information
Services
614,503

12%

FY 18 1-2 Qrt

General

Services

650,924
12%

Retail
2,182,788
41%

Other
977,243
13%

Non-Store
Retail
871,986
11%

Full-Service
Restaurants
336,502
4%

Limited-Service
Restaurants
500,961
7%
Utilities
395,098

5% Information

Services
508,361
7%

FY 22 1-2 Qrt

Retail
3,198,600
42%

General

Services

813,493
11%

*GFOAT
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Sales Tax By Category — Version 2

3,500,000

3,000,000

2,500,000

2,000,000

1,500,000

1,000,000

500,000

Retail General Services Information Utilities Limited-Service Full-Service Non-Store Retail Other
Services Restaurants Restaurants

WFY181-2Qrt ®WFY191-2Qrt ©FY201-2Qrt FY211-2Qrt mFY221-2Qrt

*GFOAT
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Sales Tax Modeling

FY 22 = $3.00M
FY 23 = $3.21M ($3.09M +$120K)
. Base Increases 3% FY 27 Trend = $3.55M
« Add New Retail Development in March = $120K ($3,20M +$252 K+$1 00K)

FY 24 = $3.40M ($3.151M+$245K)

* Base Increases 2%
* Full Year New Retail & 2% Growth

FY 25 = $3.51M ($3.18M+$240K+$75K)

* Base Increases 1%
* New Retail 3% Growth
* New Restaurants Open in January = $100K * 70%

FY 26 = $3.54M ($3.18M+$240K+$75K)

* Base No Growth
* New Retail 1% Growth
e Full Year New Restaurants & No Growth

Base No Growth

New Retail 1% Growth

Full Year New Restaurants &
No Growth
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Sales Tax Modeling Graph

4,000,000
3,500,000
3,000,000
2,500,000
2,000,000
1,500,000
1,000,000

500,000

FY 23 FY 24 FY 25 FY 27 - Trend by Cat.

I Base W Retail Devel. @ Restaurants e====Total Trend

*GFOAT
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Things to Consider - Sales Tax

» Comptroller Confidential Information

* New Development Spike

* Development Saturation

e City Border Activity O

* On-Line Sales Activity r LC)
« Economic Development r ]

* Insight on Market
» 380 Agreements
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Other Revenue - Excel Sheet
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Questions & Comments
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Expenditures Projections
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I ONLY HAVE ENOUGH
IN THE BUDGET TO
HIRE AN EMPLOYEE

WHO IS INCOMPETENT
HALF OF THE TIME.

AND I
AM PROUD I WISH
TO SAY I COULD
THAT I'M AFFORD
75% COM — THAT.
PETENT.

BUT IF I DONT
USE THE BUDGET, I
WILL LOSE THOSE
FUNDS NEXT YEAR.
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Salary Calculations

* Non-Exempt = Hourly rate x 2080 hours

» Exempt = Bi-weekly rate x 26 weeks =
* Public Safety = Varies by City
* Part-Time = =

* "Full-Time" — Library Staff
« Temporary/Seasonal — Lifeguards

* Overtime = Base on average spending or allocate per employee
 Education/Certificate
* Allowances

* Longevity
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Compensation Adjustments (CA)

» Market — Adjustment tied to changes in comparison cities

e COLA — Adjustment tied to changes in economy/inflation

* Merit — Performance based pay

* Reclassification — Change in job responsibilities

* Step Plan — Pay schedule outlining salary per year with entity
* Lump Sum — One-time payment
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Benefits

* Salary Based Benefits
* Retirement — TMRS (3 Months at Current Rate; 9 Months at New Rate)
* Worker's Compensation
* Life Insurance
» Social Security/Medicare

* Fixed Benefits

 Health/Dental Insurance
« HSA Contribution
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Compensation Formula

+Salary X (CA*% of year) + Other Comp = Compensation
+ Compensation X (TMRS+WC+LI+SS/MC) = Salary Benefits

+|nsurance Cost + HSA = Fix Benefits

= Personnel Costs




Excel Worksheet -
Compensation Example
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Operating Expenditures Projections
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Operating Expenditure Occurrence

One-Time:

 Expenditures that only occur once, will not repeat in the future with any
sort of frequency

* This is the rarer of the two expense types, and the primary reason to
maintain a strong fund balance or a rainy-day fund

* May be dependent on a new service, or an unforeseen event
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One-Time Expenditures/Expenses

Examples:
 Set up costs for a new software
 Repair due to a catastrophic failure
 Furniture
 Public Art
 Software Upgrades
* New Capital Items .
 Upfront costs associated with new personnel
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One-Time Expenditures/Expenses

In Practice:

 Try and offset this type expense from a one-time funding source

« Fund Balance, Reserves, Grant Funding, transfer of funds, insurance proceeds,
Debt, salary savings

* Once a one-time event occurs, there will be an expectation that you
will be prepared to account for it in the future.
 Keep accurate records
* Revaluate after the event has passed x
* Make a part of budget discussions in the future x

GoyernmentEinancel@®fficersiAssociationfoffiexas



Increase the Maintenance & Operation

(M&O) Rate

Development revenues are subsidizing operations costs by $809,662
* These are short-term revenues, that will slow
 They are not a sustainable funding source for operations

Z

4

Development Revenue
Population / Staffing




Expenditure Occurrence

On-Going:
» Repeat on a predictable basis
* Does not have to be annual or monthly, just a routine basis
* Most common

* Past data will be the best at showing the trends and
helping to predict changes.

il

GoyernmentEinancel@®fficersiAssociationfoffiexas



On-Going Expenditures/Expenses

Examples:
 Utilities
 Subscription & Dues
» Contract Services
* Personnel
* Seasonal Planting

GoyernmentEinancel@®fficersiAssociationfoffiexas



On-Going Expenditures/Expenses

In Practice:

* New services with on-going costs need to be shown separately from
those with one-time costs so that administrative & elected officials
can make informed decisions about spending

 Forecasts based on trends are best, but there are numerous factors
that affect price, which means that you may have to look outside of
the General Ledger for data

* A strategic planning session is important to get your organization
on the same page so that everyone has an accurate preview of the
future

« Offer departments an inflationary factor at the beginning of the
budget cycle. Can work as a cap or as a minimum.

GoyernmentEinancel@®fficersiAssociationfoffiexas



Department (Non-Personnel)
Projections

* Department input is necessary for most accurate current year
spending projections
* Challenges
« ERP Software Limitations

« Departments turn in all projections as BUDGET!
« Department users have limited financial backgrounds

GoyernmentEinancel@®fficersiAssociationfoffiexas



ARE YOUR
FINANCIAL
PROJECTIONS
RELTABLE?

ITS YOUR JOB TO
PREDICT THE OUTCOME
OF YOUR PROJECT.

DilbertCartconist@gmail.com

YES, BECAUSE
I CAN SEE INTO
THE FUTURE.

WHY WOULD YOU ASK
ME TO DO SOMETHING
THAT NO ONE CAN DO?

NO ONE
CAN SEE INTO
THE FUTURE.

I DONT NEED YOU
TO BE ACCURATE. T
ONLY NEED SOMEONE
TO BLAME WHEN WE
GO OVER BUDGET.

st by Andrews McMeel

© 2017 Scott Adams._ oD

www.dilbert.com

THEN WHY DID
YOU ASK ME IF I CAN
DO IT?

I SAW NO ONE
THAT LIKES A
COMING. ) | BRAGGART.

*GFOAT
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Category - Personnel

* Frequency of payments

* Every payroll — Salary, Overtime,
Allowances, Retirement, Medicare

* Twice a month — Health, Dental, Other
Insurances

» Considerations
* Fire Department
* Fiscal Year splits
* Payouts
 Vacancies
 Seasonal positions

GoyernmentEinancel@®fficersiAssociationfoffiexas



Category - Personnel

Additional Considerations:

« Often small one-time costs associated with personnel can be
offset by vacancy savings. If you budgeted for someone to start
on 10/01 and you hire on 01/01 you have substantive savings to
offset the new expenditures.

* How does your City handle budgeting for payouts upon

resignation or retirement?

» Depending on your policies, long-term employees can be owed a substantial payout for
accrued benefits.
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YOU USED THE
ENTIRE ENGINEERING
PORTION OF MY
PROJECT BUDGET JUST
LEARNING THE NEW
TECHNOLOGY.

I'™ SORRY THINGS
DIDNT WORK OUT
FOR YOU.
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SOME SAY IT™M A SLOW

LEARNER, BUT T LIKE

TO THINK OF MYSELF
AS EXPENSIVE.
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Category - Services

Services:

 Labor that does not produce a tangible good. Work is typically
preformed by and outside entity or internal service department.

Examples:

* Legal Services, Engineering, Pest Control, Building Cleaning, Mowing
* Internal Services: Technology, Equipment, Buildings

o
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Category - Services

In Practice:

 Forecasting this expenditure category can be tricky, and
need to consider several factors:

 How is the service contract structured? (as needed, fixed rate, fixed
price, levels) ¢+

« Who controls the usage? (Staff, Council, Contract, Budget)
« What is the service related to? (Capital Project?)

* The costs changes from year to year may vary according to
the economy, if prices have not been pre-negotiated

 Trend in recent years has been that these inflation of these
costs have exceeded Consumer Price Index (CPI)

* The costs to change who provides the service may be high
due to reqgulations on professional service

GoyernmentEinancel@®fficersiAssociationfoffiexas



Category - Supplies ’l

Supplies:
 An item or group of items that you purchase and own.

* [tems over your municipality's capital threshold can fall into the
capital category depending on your line-item structure.

Examples:

 Paper, batteries, books, small equipment, technology
 Sand, gravel, piping, hard hats, uniforms

» Cleaning products, food, easter eggs

GoyernmentEinancel@®fficersiAssociationfoffiexas




Category- Supplies ‘H
In Practice:

* You have a high amount of discretion and easiest lines to budget
» Forecasting for this category is dependent on how much or how
many you need of something.
» Trend and other data is present in the General Ledger

* Incremental budgeting is a good tool for this category (ie. Six uniforms,
nine jackets, ten mailers)

 Pay special attention to how new services or personnel affect these lines
« Make sure departments are providing good detail and justification

« Use a miscellaneous or other line in departments for unplanned
requests, but keep the budget small

GoyernmentEinancel@®fficersiAssociationfoffiexas



Category - Maintenance X

Maintenance:

* A blending of services and supplies, but the main objective of
this category is the preservation of an existing assets

» Utilized by Parks, Streets, Public Works, or any other
departments with capital assets to maintain

Examples:

* Cleaning, vehicle maintenance, equipment maintenance, crack sealing, sewer line
filming




Category - Maintenance X

In Practice:

» A good practice is to track maintenance in a way that links
directly to the fixed asset in your enterprise system

 Capturing operating expenses associated with capital items is a
GFOA requirement, and this data will be helpful in calculating
those costs in a CIP or in other analyses

* Forecasting tends to be very incremental and predictable

 Standardize expenses across multiple departments, when applicable

» Example: Contract with one vendor to supply all tire & oil changes for a year at
fixed price.
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Category - Utilities

Utilities:
* A service, that is essential for public. Typically regulated by
multiple levels of government.

Examples:
» Water, Sewer, Gas, Telephone, Electricity, Cell Phones, Fuel, Data Cards

%9
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Category - Utilities D

In Practice:

* Forecasting can vary depending on how accurate you want
your results

* Projecting based on total units used can be timely if data is not
already available. You must also be able to project any change in
price

« Consumption of gas and water is dependent on weather, which
tends to be unpredictable without multiple years of data.

* Flat or inflation forecasting saves time, but is less precise (not always
a bad thing)
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Expenditure Category - Debt

Debt:
* Money owed to a third party, including another fund

Examples:
« Certificates of Obligation, General Obligation Bonds, Tax Notes, Leases

In Practice:

* Forecasting is based on debt schedules or terms of
agreements

* Future Debt forecasting is highly dependent on net revenue
availability




Example of Debt Capacity

I&S Revenue vs. Expenditures
$800,000

$700,000

$600,000

$500,000
$400,000
$300,000
$200,000
$100,000

S-

2022 2023 2024 2025 2026
I&S Revenue M |&S Expenditures

*GFOAT
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Expenditure Category - Capital

Capital:

- Capital items are ones that exceed the capital threshold set
by your municipality.

* Typically, large purchases that retain value after one year, and
are listed on your fixed assets.

- Can be a combination of goods that make up one asset.
Good example of this is a road, which is a combination of
services, supplies, time, and other resources.

Examples:
* Roads, utility lines, Vehicles, Equipment, Comprehensive Plans, Studies



Expenditure Category - Capital

In Practice:

* Items are typically prepared separately in a Capital
Improvement Program that looks out over multiple years

 This is due to the high costs and preparation needed for each item

 Each item is approved by Council at the time of budget
adoption and then again when the purchase is made.

* The operating impact for each item needs to be evaluated
along with the cost of item.

nmen@linancel@fficersfAssociationfodlexas
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Excel Worksheet -
Current Year Projections:
Revenue & Expenditures
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Information Gathering

Personnel ] - ‘ Financial Data ] - ‘ Formulas ]

Number of Payrolls — e Adopted/Amended ® Remaining Pay Periods

Completed Budget e Remaining Insurance
Number of Payrolls e Current Month Pay Periods
Remaining Expenditures Monthly Average

Number of e Current YTD Current Month being
Past/Remaining Expenditures New

Insurance Payrolls e Prior YTD Expenditures Current YTD Same % as
Split of Fiscal Years e Prior Year Total Prior
Number of payrolls in Expenditures Matching Budget

current month Current YTD = Total
Estimated Vacancy Fill

Dates
Upcoming Retirements

*GFOAT
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Department User Assistance &
Reminders

* Include filters for G/L Columns
* Allow for manual adjustments

 Hide reference columns in worksheet
* Enter projections into ERP/Operational Budgeting Software




Questions & Comments
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Long Range Forecasting
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MY PROFIT FORECAST
ISNT ALIGNING WITH
OUR STRATEGY.

BUT. .. THEN MY
FORECAST WOULD
NOT BE ACCURATE.

@scottadamssays

Twitter:

TRY ADDING
SOME VARIABLES.

WHAT
KIND OF
VARIABLES?

IT'S ALREADY
INACCURATE BECAUSE
NO ONE CAN FORECAST
COMPLICATED THINGS

FIVE YEARS AHEAD.

IF WE CANT BE
ACCURATE, WE MIGHT
AS WELL BE WRONG
IN A WAY THAT IS
GOOD FOR US IN THE
NEAR TERM.

©2019 Scott Adams, Inc,/Dist. by Asdrows McMeol

Dilbert.com

THE KIND THAT MAKE

OUR STRATEGY LINE

UP WITH OUR PROFIT
FORECASTS.

YOU MAKE A
SURPRISINGLY ROBUST
ARGUMENT FOR EVIL.

AND I
WAS BARELY
TRYING!
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Council Goal Setting

Summary of City Council Priorities
 These priorities will help you forecast
* Should tie to your strategic plan

* Must address Compensation

 Public Safety (Largest overall
Expenditure)

e Reaffirm Financial Policies




Develop forecast
models and send
forecast memo to
executive leadership

Example Timeline of the
Five-Year Forecast

Month 2

Initial meetings with
departments and
develop initial long
term current service
forecast

Council Goal setting
session to receive
policy priorities

Discuss future Present five year
program changes forecast to Council
and service delivery

changes with City

Management to

include in forecast

Alssecrationfoldlexds
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Five Year Financial Forecast & Budget

* Financial Forecast is an early
financial outlook and should include
all major funds

* Provides an opportunity for
continued Council policy discussion
on upcoming annual budget

* Forecast is not a budget

GoyernmentEinancel@®fficersiAssociationfoffiexas



Forecast Methods
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Call out Your Growth Assumptions

Property Tax
Sales Tax
Charges for Current Services

Business and Franchise Taxes

Other Resources

6.4%
3.5%
1.7%
(3.8%)

4.8%

5.0%

3.0%

1.5%
(3.5%)

3.4%

1
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Other Major Funds

Water & Sewer Operations Stormwater Operations Hotel Occupancy Tax
* Operational Costs * Operational Costs * Fee on Hotel Room
« Capital Investments « Capital Investments Stays

« Debt Issuances » Debt Issuances * Occupancy rates

« Allowable expenses

GFOAT
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Expenditure Assumptions

 Personnel Calculations

» Use current employees as a base
Include any step-plan increases
TMRS Forecast
Healthcare assumptions
Consumer Price Index

» Multi-year contracts, grant cash
matches, operating costs from
capital projects

* Financial Policies and Council
Direction

GoyernmentEinancel@®fficersiAssociationfoffiexas



Economic Outlook & Perspective

* A forecast of the City's finances

recognizes that the fiscal health
Is directly linked to the success

o of local, national, and global

I | economies

“ « Unemployment rate and

employment growth

—  CPI growth

* Housing prices and inventory

* Hotel demand

= * Know what is applicable to
community

GoyernmentEinancel@®fficersiAssociationfoffiexas



Provide an Overview

TOTAL REVENUES

OREVENUES OEXPENDITURES

10,000,000
460,000,000
440,000,000
420,000,000

420,000,000

2028 2028

GENERAL FUND FINANCIAL FORECAST
PROPOSED TAX RATE
0.495726

FISCAL YEAR 2023 - 2028

35 [ som | oow | sme | o7 | e |

43,142,700

42,697,740
| asse0]
5 8,652,829

r : T
T r
960

8,539,548

113,281

REVEMUES AVERAGE INCREASE =
EXPENDITURES AVERAGE INCREASE =

4.4 1511

28.56%

013
(]
o

RESERVES CIRESERVES =B=TARGET ’

18, 000, el

4, 000, el




Capital Improvement Program
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YOU DON'T
KNOW
ANYTHING  TpaT
ABOUTMY -« aoice
PROTECT.  TLJO OF

I NEED A BUDGET
ESTIMATE FOR MY
PROJECT, BUT I DON'T
HAVE A SCOPE OR A
DESIGN FOR IT YET.

OKAY, MY
ESTIMATE
1S #3,583,729.
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What is a CIP

Capital Improvement Project: Construction, major maintenance
and improvement projects. Includes infrastructure upgrades and
replacement

 Capital Improvement Plan: A 5 to 10 Year Plan
» Update Annually — Not “One and Done”

» Approved by Council

 Future Capital Improvement Projects

GoyernmentEinancel@®fficersiAssociationfoffiexas



What qualifies as a Capital Improvement Project?

MAINTAINS/ NEW EXPANSION RENOVATION REPLACEMENT USUALLY

IMPROVES A CITY CONSTRUCTION COMPLETED OVER
ASSET MULTI-YEARS




Why Budget for Capital

_—
[oOo

 High Price Tag

* Debt Issuance
 Costs Occur Over Multiple Years

* Projects May Occur at the Same Time /i
|l
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Where Does this fit?

Image source: Shayne Kavanagh and Monica Han Na, An Elected Official’s Guide to Long-Term Financial Planning for
Local Government (Chicago, IL: GFOA, 2008), 15.

*GFOAT
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3 Key Pieces In
Developing a
Capital
Improvement
Plan

 Capital Management Policies
 Quantify Operating & Maintenance Costs

of Projects

e |dentify Funding Sources




City Commits to Full Comprehension of
its Fixed Assets Investment; Full
Reporting of Assets Costs and Tracking

A Minimum of 5 Year of Future Planning
: for Existing Deficiencies as well as New
Capltal Growth

Management
Policies

Strategy or Plan for Maintenance, Rehab,
Replacement

Full Recognition and Awareness of
Developer Contributions

%£GFOAT

Government Finance Officers Association of Texas




City of Corinth — Asset Management Plan

City of Round Rock — Financial Policies

Examples of City of Boerne - Fiscal & Budgetary Policy

CIP Policies

City of Lago Vista — Fiscal & Budgetary Policy

%£GFOAT

Government Finance Officers Association of Texas


https://www.cityofcorinth.com/financial-transparency/page/asset-management-plan
https://www.roundrocktexas.gov/wp-content/uploads/2022/09/Financial_Policies_FY22-23.pdf
https://www.visitboerne.org/DocumentCenter/View/4331/City-of-Boerne-Fiscal-and-Budget-Policy-Final-5-13?bidId=
https://www.lagovistatexas.gov/FY%202022-2023%20Fiscal%20and%20Budgetary%20Policy.pdf

Quantifying
Operating &
Maintenance

Costs

Associated
with the CIP

GFOA Budget Award requirement to
identify the operating and maintenance
costs associated with the CIP

These costs are important for the
development of the operating budget and
future forecasts

Decision makers, whether it be councll,
management, or citizens need to be made
aware of the future spending implications

Operating costs projections should extend
out further than one year

%£GFOAT
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Upper Trinity Regional Water District (TX) — 2019

Parker (CO) — 2020
Examples of

GFOA Award Barnstable (MA) — 2020

Recipients for Narragansett Bay Commission (RI) — 2020

Capltal PI’OJeCtS Lake Havasu City (AZ) — 2019

Lakewood (CO) - 2019

= GFOAT
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https://downloads.ctfassets.net/v8jpyszhn40x/1yeU9lLIswQeU55pkBHJqS/2e6aa715dd9eda6b23a8f40386be55d2/FY_2018-2019_GFOA_Budget.pdf
https://www.parkeronline.org/DocumentCenter/View/26312/2020-Annual-Budget?bidId=
https://town.barnstable.ma.us/Departments/Finance/Budget_Information/FY20-Capital-Improvements-Plan.pdf?tm=1/27/2021%208:35:12%20PM
https://www.narrabay.com/media/1795/fy-2020-budget.pdf
https://www.lhcaz.gov/docs/default-source/department-documents/budget-book-work-session.pdf?sfvrsn=44b4e07c_9
https://www.lakewood.org/files/assets/public/finance/pdfs/2019-annual-budget.pdf

Fund Savings

General Obligation Bonds
Certificate of Obligation Bonds

Revenue Bonds

Public Private Partnerships

Special Revenue Funds

Impact Fees

Developer Contributions

TIRZ

Grants

%£GFOAT
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The Life of a
Capital
Improvement

Project -
Cradle to
Construction

£GFOAT
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The Life of a
Capital
Improvement 9

Project —
Cradle to
Construction

¥

£ GFOAT
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The Life of a « |[dentify Needs

Capital « Determine Financial Impact &
Improvement >cope |

Project _ * Prioritize Capital Requests
Cradle to « Evaluate Avallable Funding

Sources & Potential Partnerships

Construction

 Draft Preliminary financial plan

for review
GFOAT
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The Life of a
Capital
Improvement

Project —
Cradle to
Construction

e Present Plan to Council
« Conduct Public Hearings

« Hold Election (Depending on
Funding Source)




The Life of a
Capital
Improvement

Project —
Cradle to
Construction

e Studies & Reviews

« Request for
nidding the

« Property Acquisitions
* Designs Finalized

Proposals (If

oroject out)

« Awarding of Construction
Contract (If bidding the

project out)




The Life of a » Construction Management
Capital * Project Tracking
Improvement » Changes Orders

Project — « Weather Delays

Cradle to . » Project Finish Out
Construction




EXAMPLE

Planning

Input &
Approval

Preconstruction

<2004 - Water Master Plan Identifies the need for an elevated storage tank to support the
Town

+2012 — New Development Agreement increasing density and water needs

«Jan. 2018 — Water Impact Fee established increasing the scope of the design and providing
a funding source for engineering costs

Spring 2018 - Staff presents Council & citizens with proposed debt issuance to fund the
project

«July 2018 Water Tower funding included in FY 2019 Budget

Sept. 2018 — Council Approves 2018 COs

+2019 - Site Acquisition starts along with preliminary engineering

*Fall 2019 - ROW is purchased and engineering plans are finalized

Sept. 2019 - Project is put out to bid

*Nov. 2019 — Contractor is selected, and bid is approved by Town Council

«Jan. 2020 Construction Begins
Sept. 2021 Construction is complete

GFOAT

Government Finance Officers Association of Texas



* Project Planning is often an operational cost

* Annual Budgets Must Include Operating
and Maintenance Costs of Assets

* Inflation Should be Factored into the
The Budget Equation
Connection — » Contingency Funding can impact the
operating budget
How dO these . Inteénafl Service FundshUsed to Set Aside
: - Funas tor Future Purchases
projects fit e

* Information Technology

* Long Term Forecasting Included in the
Annual Budget Process

*GFOAT
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Why develop a CIP
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Questions & Comments
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Contact Information

Karen Rhodes-Whitley, RTA/C John Zagurski, CGFO Aaron Rector, CGFO

Budget Director Director of Finance Dir. Of Administrative Services

City of Plano Town of Northlake City of Keller
972-941-7472 940-242-5706 817-743-4026

Karenr@plano.gov jzagurski@town.northlake.tx.us arector@cityofkeller.com

Meg Jakubik, CGFO Martie Simpson, CPA
Strategic Services Manager Executive Director
City of Bedford GFOAT
817-952-2117 254-223-0885

meg.jakubik@bedfordtx.gov martie@gfoat.org

kf
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