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Who should read these Tips?
I recommend that the person primarily responsible for the budget should read these Tips.  That is not necessarily the person who prepares the budget.  For example, if another party prepares your budget but does not present it to the governing body for discussion, someone needs to be able to explain the budget to the governing body.  In the case of a city, that someone would normally be the city clerk.
Why do we need a Review?
This review is particularly important for the person who is responsible for presenting the budget to the governing body.

The review has several objectives:  1) it is designed to catch possible errors in the budget, 2) it is designed to highlight significant differences between the new budget and the budget adopted a year earlier, and 3) it is designed to educate the person who normally has the responsibility for the budget, such as the city clerk, even if an outsider actually prepares the budget.

This not only improves the new budget’s accuracy, but also prepares you for possible questions the governing body might ask about the new budget.

When should I read these Tips?
These Tips have guidance for all phases of the budget process from the very beginning to preparing for the hearing. 

The tips are generally intended as a final review after you have finished the budget, or received a copy of your budget from your budget preparer.  You should do a final review BEFORE you send the Notice of Hearing to the publisher.

In addition, there are several “Suggestions” contained in these tips that you should be aware of before you begin preparing for your budget, whether you do the budget yourself or someone prepares it for you.
If any of the Suggestions interest you, call for assistance, or discuss them with your budget preparer.

Review Tips:  Compare New Budget to Budget Prepared Prior Year
· Check the budget pages one by one with the prior year budget to ensure no pages are missing.

· Check the Certificate page with the prior year Certificate page to ensure all funds are included.

· On the Resolution Levy Limit Computation page, compare the computed limit with the prior year computed limit.  The current year computed limit should be close to the same, and in most cases slightly higher.

· Check the Statement of Indebtedness and compare it to the prior year statement.  Are all debt issues and debt payments included?

· Check the Statement of Lease Purchases and compare it to the prior year statement.  Are all leases and lease payments included?

Review Tips:  Fund Pages
· Review the fund pages one by one.  Is the beginning balance for the “Actual Year” column (left column) the same as the ending balance for the “Actual Year” column in the prior year budget for that same fund?

If it is not, make sure you understand why so you are prepared to explain at the hearing.
· Check the Statement of Indebtedness to make sure the proposed budget year debt service payments for principal and interest are included in the appropriate fund pages.
The payments for principal and interest can be in a single fund, or might be broken down and paid by two or more funds.  For example, you might see principal and interest being paid in the General Fund, the Bond and Interest Fund, or a utility operating fund such as the Water Fund.
Normally, principal and interest are broken down into two separate line items in each fund making debt service payments.
· Check the Statement of Lease Purchases to make sure the proposed budget year lease payments are included in the appropriate fund pages.
Lease payments might be made out of any number of funds, depending on what the lease payments are for.  For example, you might see lease payments in the General Fund, the Special Highway Fund, a reserve fund, or a utility operating fund such as the Water Fund.
· Check the expenditure total in the Current Year Estimate column (middle column) of each fund page.  The expenditure total must be less than or equal to the originally published total in the prior year budget for the same fund.
· Review the fund pages one by one and compare any interfund transfers to the Schedule of Transfers.

To be sure the Schedule of Transfers agrees with the fund pages, you can first trace the entries from the fund pages to the Schedule of Transfers.  Then you can trace entries from the Schedule of Transfers back to the fund pages.

· Check the ending unencumbered cash balance in the Current Year Estimate column (middle column) of each fund page.  The ending balance cannot be less than zero.
· Check the ending unencumbered cash balance in the Proposed Budget Year column (right column) of each fund page.  The ending balance cannot be less than zero.
· For the Bond and Interest Fund only, check to see if there is a “Cash Basis Reserve” expenditure line item.  If there is such a line item, the amount should be zero in the left column and the middle column.  Put another way, there should only be an amount in the Proposed Budget Year column (right column).
Review Tips:  Non-Tax Levy Funds Required to Be Budgeted
· Includes funds such as Special Highway Fund and Water Fund.

· For non-tax levy funds, I recommend that the total resources available in the proposed budget year column (right column) be budgeted.  That is, the ending (carryover) balance should be zero.

Review Tips:  Non-Tax Levy Funds NOT Required to Be Budgeted
· Includes funds such as Capital Improvement Reserve Fund, Equipment Reserve Fund, and Water Reserve Fund.

· I recommend that you treat these funds AS IF they are budgeted funds.
This means you would show projected receipts and expenditures for the Current Year Estimate column (middle column) and the Proposed Budget Year column (right column) rather than just the Actual Year column (left column) as required by law.

This gives the governing body the opportunity to show their possible intent to spend a portion of the moneys in the current year or the proposed budget year.

Showing these funds as if they are budgeted funds can be helpful for the user of the budget if moneys are being transferred to or from a fund required to be budgeted.  This allows both sides of the transfer to be shown in the budget.
Even though a fund like this shows a budget for the proposed budget year, the governing body is still not legally tied to the budgeted amounts because the fund is not legally required to be budgeted.
Review Tips:  Notice of Hearing (Budget Summary)
· Examine the Notice of Hearing (Budget Summary) for 1) date of the hearing, 2) time of the hearing, location of the hearing, and where the budget is “available” for review before the hearing.  All of this information is critically important.
· Compare the expenditure amounts in all three columns for each fund.  Can you explain any significant differences from one year to the next?
· Compare the tax rates in all three columns for each tax levy fund.  Can you explain any significant differences from one year to the next?
· Compare the valuations in all three columns.  Can you explain any significant differences from one year to the next?
· Compare the outstanding debt information in the Budget Summary with the principal amounts outstanding in the Statement of Indebtedness to be sure they are in agreement.

· Compare the outstanding debt information in the Budget Summary with the principal amounts outstanding in the Statement of Lease Purchases to be sure they are in agreement.

· Compare the expenditure totals for the proposed budget year column in the Budget Summary to the fund pages one by one to be sure they are in agreement.

· Compare the tax levies for the proposed budget year column in the Budget Summary to the fund pages one by one to be sure they are in agreement.

· Compare the proposed budget year column information (expenditures and tax levies) in the Budget Summary with the same column information on the prior year Budget Summary.  Can you explain any significant differences between the new budget and the prior year budget?
· Compare the Budget Summary and Certificate to be sure the funds and related expenditures are in agreement.
· As a precaution, just prior to sending the Notice of Hearing to the publisher, review the expenditures and taxes to be levied for the proposed budget year to be sure they are correctly stated.
If you send an electronic copy of the Notice of Hearing (Budget Summary) to the Publisher
KBM has a feature that allows you to create an electronic copy of your Notice of Hearing (PDF file).  If you use this feature and send an electronic copy of the Notice of Hearing (Budget Summary) to the Publisher by email:

· Do not be concerned about the absence of a signature on the Notice of Hearing.  The lack of a signature will not in any way invalidate your budget.

· As a precaution, you might wish to contact the publisher to verify they received the document and that there are no problems.  As an added precaution, you might wish to ask the publisher to open and view the document to be sure you sent the correct electronic document.  You decide.

After the Notice of Hearing (Budget Summary) Has Been Published
Immediately after the Notice of Hearing (Budget Summary) has been published, make sure the correct document was published.  Also, you should compare the published figures with what was submitted for publication.  Most critical are the proposed budget year column expenditure and tax levy amounts.  If you find discrepancies, get help ASAP.
At (Or After) the Budget Hearing
· If the total tax levy exceeds the amount computed on the Resolution Levy Limit form:
The governing body should pass the required ordinance (or resolution) just prior to approving the budget.

· Check the Certificate page for signatures of approval by the governing body.

· Has the proof of publication of the Notice of Hearing (copy of newspaper publication) been attached to the budget?
· If an ordinance or resolution was required as a result of the Resolution Levy Limit Computation, has the published ordinance or a signed copy of the resolution been attached to the budget?

· Are all documents in electronic format?

Beginning in 2009 (2010 Budgets), all documents must be submitted to the State in electronic format.  That includes the budget document itself, as well as other related documents like the signed Certificate and the proof of publication.

You should contact your county clerk to see what is, or is not acceptable, for submission to them.

Suggestions to Simplify Things
· Why simplify things?

Budget is easier to prepare.

Budget is easier to understand.

It is easier to tie your budget to your accounting system.
It is easier for everyone to better focus on what’s important.  What is the money being spent on?  How is the budget being financed?  Too much detail is distracting, and takes focus away from more important issues.
· Do you have an Employee Benefits Fund?
Get rid of it.  It is much more trouble than it is worth.  In fact, it has little or no value!  Yet it has a higher cost than you think.  It should be closed out to the General Fund.
· Do you have one or more tax levy funds that typically are accounted for as a department in the General Fund?

As an example, you might have a tax levy fund for law enforcement that levies a few thousand dollars every year.  At the same time you are levying for a Police Department in the General Fund.

There might be a good reason for this, but I doubt it.  Like the Employee Benefits Fund, such a fund is a drain on the city’s precious resources (and the county’s resources as well).  Close these funds out to the General Fund.

· Do you have ANY funds that, year after year, have little or no activity in them?

This is fairly common.  It is not only extra work in your budget, but it also is extra work maintaining such funds in your accounting system.  Close them to the General Fund.
· How do you budget for payroll costs?
Do you budget payroll costs in different funds and in different departments in the General Fund?  GOOD IDEA!!!  However, this is NOT such a good idea when you budget insignificant amounts of payroll costs in some funds or departments.
Do you budget fringe benefits separately from salaries and wages.  BAD IDEA!!!  Save the detail for supporting documents that the governing body can look at.  Also, just because you do not include detail in your budget doesn’t mean you cannot or should not maintain detail in your accounting system.  Your accounting system ALWAYS has more detail than your budget.
 Do you budget salary and wages in more than one line item for a given department or fund?  BAD IDEA!!!  All salaries and wages should be budgeted under a single line item like Personal Services.  That same line item should include fringe benefits.  Save the detail for supporting documents.
There is absolutely no problem sharing detailed payroll cost information with the governing body.  However, for budgeting purposes, it is sufficient (and most efficient) to summarize payroll costs by fund and department.
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