New to the Finance Committee:
Budgeting 101
O




» GFOA Distinguished Budget Award
Best Practices in Public Budgeting

» What information to look for and where to find it
The anatomy of a good budget

* Questions you should be asking



There is no mandated format for budget documents

Every town is different in terms of its formal
structure, culture and informal practices

There are no right or wrong approaches, but there
are best practices that can provide common ground
for those involved in the budget process



GFOA BEST PRACTICES

O

» Government Finance Officers Association (GFOA)
Distinguished Budget Award
Only national awards program in governmental budgeting
Promotes best practices in public budgeting
Focus on transparency and accountability

Provides independent review and critique of a municipality’s
budget documents

Only good for one year so there is a focus on continuous
improvement




GFOA BEST PRACTICES

O

» Evaluation criteria is based upon the four essential
purposes a budget must serve as:

Policy Document—identifying the Town’s financial goals,
objectives and guiding policies;

Financial Plan—presenting the Town’s current financial
condition, stating assumptions and projecting where things are
headed based upon those assumptions;

Operations Guide—describing the municipal services and
operations, measuring their efficiency and effectiveness;

Communications Device—articulating the Town’s challenges
and priorities, goals and objectives.




Three reviewers somewhere across the country
review your budget based upon twenty-seven
different evaluation criteria

Reviewers must rate your budget as “Proficient” in
the various categories to qualify

Failure to be rated as proficient in any one of the
fourteen mandatory criteria results in
disqualification. These fourteen requirements
represent the minimum standards of a quality
budget document and process.



GFOA BEST PRACTICES

» Mandatory Criteria #1: The document shall include a
table of contents that makes it easier to locate
information in the document.

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
document or electronic submission.
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» Mandatory Criteria #2: 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).

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.







EXPENDITURES

FY2013
Budget

FY2014
Proposed

Variance

%
Change

General Government (Town)
Schools
Northborough K-8
Algonquin Reg. HS 9-12
Algonquin Debt Exclusion
Assabet Valley
Assabet Valley Debt

Warrant Articles

Reserve Fund
Free Cash Capital Projects

Zeh School Debt

Colburn St. Debt Service
Library Debt Service
Senior Center Debt Service
Other Funds

Adjustments

$17,279,247

$19,495,277

$8,033,223
$1,289,094
$656,645
$0

$150,000
$715,000

$501,040

$79,963
$419,595
$599,855
$373,365
$209,929

$18,056,813

$20,372,564

$8,835,115
$659,761
$646,939
$1,044

$150,000
$1,309,307

$483,320
$75,845
$414,195
$465,695
$352,584
$0

$777,566

$877,287
$801,892
-$629,333
-$9,706
$1,044

$0
$594,307

-$17,720
-$4,118
-$5,400

-$134,160

-$20,781

-$209,929

4.50%

4.50%
9.98%
-48.82%
-1.48%
100.00%

0.00%
83.12%

-3.54%
-5.15%
-1.29%
-22.37%
-5.57%
-100.00%

Subtotal General Fund

Water Enterprise Funds
Sewer Enterprise Fund
Solid Waste Enterprise Fund

$49,802,233

$2,017,630
$1,443,932
$781,090

$51,823,182

$2,169,985
$1,448,115
$759,099

$2,020,949

$152,355
$4,183
-$21,991

4.06%

7.55%
0.29%
-2.82%

Subtotal Enterprise Funds

TOTAL ALL FUNDS

$4,242,652

$54,044,885

$4,377,199

$56,200,381

$134,547

$2,155,496

3.17%

3.99%




» Mandatory Criteria #3: 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.

The intent of this criterion is to help readers quickly understand
major budgetary items and trends (revenues, expenditures, and
capital). Highlighting, indentation, bullet points, outlines, tables, or
graphs may help in communicating this information. If a budget-in
brief is published as a separate document, inclusion of easy to read
summary financial information in the main budget document is
encouraged.
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GFOA BEST PRACTICES

O

» Mandatory Criteria #4: The document shall include
an organization chart(s) for 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.

Be consistent in how the organizational charts are presented
throughout the document
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Boards and Committees

Moderator

School Committee
Assabet Valley
Reg. Vocational

Boards & Committees with Multiple Appointing Authorities

Financial Planning Committee: The Financial Planning Committee consists of six members, three appointed by the
Moderator, one by the Planning Board, one by the School Committee, and one by the Appropriations Committee for three-
year terms.

Earthwork Board: The Earthwork Board consists of five members, one each appointed by the Moderator, the Board of
Selectmen, the Conservation Commission, the Zoning Board of Appeals and the Planning Board for three-year terms.

Groundwater Advisory: The Groundwater Advisory Committee consists of five members, one each appointed by the
Planning Board, the Conservation Commission, the Board of Health, the Board of Selectmen and the Water & Sewer
Commission for indefinite terms.

Community Preservation Committee (CPC): The CPC consists of nine members, one each from the Open Space Committee,
the Conservation Committee, the Planning Board, the Parks & Recreation Commission, the Historical Commission, the
Housing Authority, and three members appointed by the Board of Selectmen for three-year terms.

Open Space Committee: The Open Space Committee consists of seven members, one each from the Planning Board,
Conservation Commission, Parks & Recreation Commission, Board of Selectmen, and three members and two alternates
appointed by the Board of Selectmen for three-year terms. The Trails Committee is a subcommittee of the Open Space
Committee.

Housing Partnership: The Housing Partnership Committee consists of nine members, one each from the Board of
Selectmen, Planning Board, Housing Authority, Council on Aging and five members appointed by the Board of Selectmen,
one of which must be a realtor, for three-year terms.

LEPC: The Northborough Local Emergency Planning Ci i is a blished through the Federal
Emergency Planning and Right-To-Know Act (EPCRA) of 1986. Local, State, and Federal members work together to
formulate emergency planning for hazardous materials within Northborough, exercise the plan annually, maintain training
for hazardous materials emergencies, and provide information on hazardous materials to the public. Membership includes:
State and Local Elected Officials, Hospitals, Firefighters, Environmental Groups, Law Enforcement Personnel, News Media,
Civil Defense Officials, Community Groups, Public Health Officials, Transportation Resources, and Hazardous Materials
Facilities.

Various Ad Hoc Committees: In addition to the Boards and Committees listed here, at any time there may also exist several
ad hoc committees formed by various bodies to study specific issues such as building committees, Wind Committee, Solid
Waste Advisory Committee, etc.

.
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Planning & Engineering Organizational Chart
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GFOA BEST PRACTICES

» Mandatory Criteria #5: The document should
include a coherent statement of entity-wide 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 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.




GFOA BEST PRACTICES

» Mandatory Criteria #6: 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.

This criterion requires a concise narrative description of the
budget process, including an explanation of relevant legal or
policy requirements. This description should include the
internal process to prepare the budget, the opportunities 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.




BUDGET CALENDAR

August/September
* Identify Goals & Strategic Needs

October
* Capital Budget Manual sent out to Departments

November
* Capital Requests Submitted & Reviewed by Financial Planning Committee
* Operating Budget Request Manual sent out to Departments
December
* Town Administrator Reviews Requests and Develops Operating Budget
* Town Administrator & Financial Planning Committee Develop Capital Budget

January/February
* Proposed Capital Budget Presented to Appropriations Committee
* Preliminary Operating Budget Presented to Appropriations Committee

February/March
 Appropriations Committee Holds Public Budget Hearings with Departments
* Proposed Budget Presented to Board of Selectmen and Appropriations Committee
April
* Proposed Operating and Capital Budgets Presented to Annual Town Meeting

) June/Jul
o June 30™ Current Fiscal Year 2013 Ends

« July 1* Fiscal Year 2014 Begins

« State Budget typically passed with Final State Aid numbers (a/k/a “Cherry Sheets™)
November

* Tax Classification Hearing & Final Tax Rate Set




GFOA BEST PRACTICES

O




GFOA BEST PRACTICES

» Mandatory Criteria #7: 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.

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. Other funds
may be included in this schedule, but appropriated funds must be
included. 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.




» Mandatory Criteria #8: 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.

This criterion requires a schedule(s) that includes both
revenues and other financing sources and expenditures and
other financing uses for at least three budget periods (prior
year actual, current year, and budget year).




HEALTH DEPARTMENT

Personnel Services
51100 Health Agent
51120 Part-time Animal Inspector
51130 Part-time Plumbing Inspector
51140 Administrative Assistant wages
51220 Temporary wages
51410 Longevity Pay

SUBTOTAL

FY2010 FY2011 FY2012 FY2013 FY2013 FY2014

ACTUAL ACTUAL ACTUAL BUDGETED SIXMONTHS PROPOSED
60,581 60,417 58,433 67,196 30,405 68,513
1,500 0 0 0 0 0
12,001 17,874 26,530 14,417 6,760 14,417
49,705 51,187 52,139 53,212 24,490 53,620
0 0 0 0 0 0
200 275 350 550 550 550
123,987 129,753 137,452 135,375 62,204 137,100




GFOA BEST PRACTICES

» Mandatory Criteria #9: The document shall include
projected changes in fund balances, as defined by the
entity in the document, for appropriated

governmental funds included in the budget
presentation.
This criterion requires that beginning and ending fund

balances, as defined by the entity in the budget document, be

shown for the budget year, as well as revenues, expenditures,
and other financing sources/uses.

What is happening with stabilization fund, free cash?




GFOA BEST PRACTICES

» Mandatory Criteria #10: The document shall
describe major revenue sources, explain the
underlying assumptions for the revenue estimates,
and discuss significant revenue trends.

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.

Taxes, State Aid, Local Receipts and Available Funds
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GFOA BEST PRACTICES

» Mandatory Criteria #11: The document should
explain long-range financial plans and its effect upon
the budget and the budget process.

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.

Five-year Financial Forecasts, Fiscal Indicators Report, etc.




Financial Indicator FY2013

1 Property Tax Revenues Favorable

2 Uncollected Property Taxes Favorable

3 Revenues & Expenditures per Capita Marginal/Improving
4 State Aid (Intergovernmental Revenues) Unfavorable/Uncertain
5 Economic Growth Revenues Favorable/Uncertain
6 Use of One-Time Revenues Favorable

7/ Personnel Costs Marginal

8 Employee Benefits Favorable/Uncertain
9 Pension Liability Unfavorable

10 Other Post Employment (OPEB) Liability Unfavorable

11 Debt Service Expenditures Favorable

12 Financial Reserve/Fund Balance Favorable



GFOA BEST PRACTICES

» Mandatory Criteria #12: The document should
include budgeted capital expenditures, whether
authorized in the operating budget or in a separate
capital budget.

This criterion does not mandate any particular definition of
“capital expenditures,” only that whatever definition is being
used by the entity be disclosed. After defining capital
expenditures, the entity should indicate the total dollar
amount of such expenditures for the budget year.

Current Fiscal Year Capital Budget and Six-year Capital
Improvement Plan (CIP)




Enterprise
Funds
MSBA Grant 4%

8%

_Free Cash
Donations 20%

1%

Mitigation

PROJECTS BY DEPARTMENT

Fire

Ensine 3 Replacement
Conversion to Narrow Radio Banding

F ire Subtotal

Town Offices
Town Offices Repairs

Town Hall Subtotal

Parks & Recreatbn Comm ssion
Ellsworth McAfee Track Replacement

EXPENDITURE

$435,000

1,152,000

$1,152,000

1% Parks & Rec Comm Subtotal
DPW: Highwav Divison
-Bonds One Ton Service Truck w/Plow
9% Sidewallk Plow
Commun""' Hichway Subtotal
Preservation
unds : Sewer Enterprise Fun
Fund DPW: SewerE ise Fund
11% Portable generator
Sewer E nterprise Fund Subtotal
Repurposed
Bonds DPW: WaterE nterprise Fund
Lyman Street Well Repairs 250,000
36%

Water Enterprise Fund Subtotal

Northbhorough K-8 Public Schook
Summary of Schoolprojects
Lincoln Elementary
Feasibility Study
Melican Middle School
Emergency Generator Replacement

$250,

Northborough K-8 Schools Subtotal

TOTAL FY13 CAPITAL BUDGET




GFOA BEST PRACTICES

» Mandatory Criteria #13: The document shall include
financial data on current debt obligations, describe
the relationship between current debt levels and
legal debt limits, and explain the effects of existing
debt levels on current operations.

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. A graph may supplement the
calculation, but may not be a substitute for the calculation.

What are your policies regarding debt? Will you still be in
compliance if you approve this capital budget?




Ratio of Net Debt Service to Total Budget
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BOND RATING
SYMBOLS

Moody’s Investor
Service

Aaa
Aal
mp A2
Aa3

Al

A2

A3
Baal
Baa2
Baa3
Bal
Ba2
Ba3

Bl
B2
B3




GFOA BEST PRACTICES

» Mandatory Criteria #14: A schedule or summary
table of personnel or position counts for prior,
current and budgeted years shall be provided.

This criterion requires a presentation of position counts or full
time equivalents (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
consolidated schedule.

Be consistent in how these are shown and link departmental
tables to the summary table.




TOWN OF NORTHBOROUGH PERSONNEL SUMMARY FY2010-FY2014

FY 2010 FY 2011 FY2012 FY2013 FY2014
Town Government Change
FIE — FTE FTE FTE FIE  py13-rvi4
Executive Office 3.75 3.75 3.75 3.75 3.75 0.00
Public Buildings 0.50 0.50 0.50 0.50 0.50 0.00
Financial Offices 9.25 9.25 9.35 9.35 9.38 0.03
MIS/GIS 2.00 2.00 2.00 2.00 2.00 0.00
Town Clerk's Office 2.00 2.00 2.00 Zdi 2.00 0.00
Planning & Engineering 3.21 3.23 3. 22 3.73 0.00
Police Department 27.50 27 50 28.50 1.00
Fire Department 19.73 ’ 0.43 0.76
Building Department 2.80 80 0.00
Health Department 2.20 0.00

Dog Officer r“a‘\— -E‘ 0.00 0.00 0.00
Dept. of Public Works \l?) 1688 17.00 0.12
Y) 786 3.0 3.00 0.00

Senior Center/COA
Library . 9.16 9.15 9.36 0.21
Recreation _.uY . 2.00 2.00 2.00 0.00
Family & Youth Services 1.96 . 1.96 1.96 1.96 0.00
Cable Access TV 1.75 . 1.75 1.75 1.75 0.00
Veterans' Services 0.29 . 0.29 0.29 0.00 -0.29
Town Subtotal 108.77  109.11 108.81 108.53 110.36 1.83

School Department (K-8)

K-5 Teachers 62.50 62.50 63.50 64.00
Grade 6-8 Teachers 34.20 34.20 33.40 33.40
Specialists 34.30 34.30 35.30 35.80
Special Education Staff 37.60 37.60 37.60 38.80
Administration 6.00 6.00 6.00 6.00

Support Staff 96.60 96.60 96.60 105.60
K-8 Schools Subtotal 271.20  271.20 272.40 283.60

Total Town & K-8 FTEs  379.97  380.31 381.21 392.13




FIRE DEPARTMENT

Personnel Summary
FY 2010 FY 2011 FY2012 FY2013 FY2014

Position FTE FTE FTE FTE FTE
Fire Chief 1 1 1 1 1
Fire Captain 4 4 4 4 4
Firefighter / EMT Basic 2 2 2 2 2
Firefighter / EMT Intermediate 1 1 1 1 1
Firefighter / Paramedic 9 9 9 9 9
Fire Marshal 0.25 0.25 0.25 0.25 0
NEW POSITION TBD 1
Administrative Assistant 1 1 1 1 1
Office Assistant (ambulance billing) 0.18 0.18 0.18 0.18 0.18
Hazardous Materials Assistant 0.48 0.48 0.48 0.48 0.48
Call Firefighters 0.82 0.82 0.80 0.76 0.77
Total Full-time Equivalent 19.73 19.73 19.71 19.67 20.43




Concluding Thoughts

O

» Benefits of pursuing the GFOA Distinguished Award

o Focuses the Financial Staff and Boards on a clear set of goals
and standards to work toward

o Improves communication and support for the budget at all
levels

o Minimizes accusations that budget is not transparent or easily
understandable by design

o Provides third party assessments and a process for continuous
improvement




Concluding Thoughts

* Where/how to begin?

o Approach it incrementally in an agreed upon priority schedule
negotiated between staff and board members

o Designate a point person or team
o Develop and adopt comprehensive Financial Policies!

o Start standardizing information, especially personnel tables
and organizational charts

2 <€

o Create coherent “Budget Message,” “Revenue Summary” and
“Expenditure Summary” sections for the budget document

o Work with departments to standardize their individual budget
submissions




Questions?

O
®
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