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 It behooves every man to remember that the 
work of the critic is of altogether secondary 
importance, and that in the end, progress is 
accomplished by the man who does things. 

 -Theodore Roosevelt 



Budgeting in the 
Municipal World 
WHAT EVERY ELECTED OFFICIAL SHOULD KNOW 



The World Around Us 



Planning is the Key 
•Planning, Planning & more Planning 

•“HOPE” is not a Plan 

•Taking a proactive approach to Municipal Budgeting is the key to a successful budget and the 
financial viability of the organization 

•We are forced to react to the economic environment around us, legislative actions and much 
more 

•Planning for contingencies and the unknown will better prepare your community to deal with 
these unknown pressures 

•“Murphy’s Law!” – What can go Wrong will go Wrong!  … and in fact does 



How to deal with the unexpected 
How much is enough? 
•Establishing and Maintaining Emergency Reserves 
• Super Storm Sandy 

• October Snow Storm 

• Hurricane Irene 

• Unusual or Excessive Snow Events 

•Fund Balance Levels 

•Reserve for Tax Appeals 

•Accumulated Absences Trust Fund 

•Reserve for Litigation 

•Storm Emergency Trust Fund 
 

 
 



Past 



Historical View 
•Knowing where you have been should be the foundation for any budget 

•Financial Tools Available 
• Financial Trends Analysis – Developed by the GFOA of NJ for its members 

• Historical Tax Rate 

• Historical State Aid Revenue – “Replacement Revenue” 

• Tax Appeal Trends 

• Fund Balance Trends 

•Other Trends that have Impacted your municipality 
• Don’t be afraid to ask for information 

 

 

  



Assessed Valuation % Change 
 This indicator is a measure of how well a 
community is able to manage its tax levy cap 

 Growth in the range of 3% or higher would enable a 
community to manage its tax burden along with 
budget growth 

 It will require significant management going 
forward as we see the impacts of property value 
growth slow down and tax appeals increase 
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Fund Balance as a % of  
Prior Year Result of Operations 

 This indicator is used to measure how responsibly 
Fund Balance is being utilized 

 Fund Balance as a % of Prior Year Operations should 
be less than 100% 

 Utilization rates greater than 100% may be an 
indication that the dependence on Fund Balance 
may not be reasonable 

 Usage of greater than 100%, when monitored and 
planned for, is acceptable as long as the 
dependence is not permanent 
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Reserve for Uncollected Taxes as a % of  
Total Tax Levy 

 This indicator is used to measure whether the 
Reserve for Uncollected Taxes Account is 
maintained at a constant in relation to the total tax 
levy 

 A decreasing trend may indicate that the account is 
being underfunded.  The ideal position would be to 
have this account remain level from year to year  

 An increasing trend could be an indication that it is 
overfunded or possibly to correct a declining fund 
balance position through the Reserve for 
Uncollected Taxes account 
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Tax Dollar Trend 
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Historic State Aid Graph (All Aid) 
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Tax Appeal Trends 
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Present 



Questions to ask during Budget 
Development 
•Have we learned from the mistakes of the past 

•Are we kicking the can down the road for someone else to deal with a problem 

•Can our Operations support the budget we have (Have your CFO review Sheet 19) 

•Zeros sound great but can your community afford it? 

•Listen to your professional staff and consultants – That is what they are paid to do 

•Utilize the resources available to you 

 



Where does Fund Balance Come From? 
 It is not Surplus 

 Miscellaneous Revenue Anticipated (Excess over Budget) 

 Amount to be Raised by Taxation (Current Year) Takes into Consideration the RUT 

 Delinquent Taxes (Excess over Budget) 

 Miscellaneous Revenue Not Anticipated (MRNA) 

 Prior Year Budget Appropriations “Appropriation Reserves” Lapsing (Residual Budget Funds) 

  

 Unlike a for profit entity, our ability to maintain and replenish Fund Balance is largely controlled 
by how we budget. 

  

 



Operations Schedule – AFS Sheet 19 



Budget Rules 
•CAP Rules (Levy CAP vs. Appropriation CAP) 
• Have been in place since 1976 

•Revenue Rules 

•Appropriation Rules 

•Temporary Budget Rules (26.25%) 

•Adoption of Budget and requirement for Public Hearing 

•Budgeting planning is different for every community – Forms of Government or Practice 



Major Budget Revenues 
•Property Taxes – Amount to be Raised by Taxation 

•Fund Balance Anticipated (Not Surplus!) 

•Miscellaneous Revenues 
• Local Revenues 

• State Aid without Offsetting Appropriations 

• Dedicated Uniform Construction Code Fees 

• Interlocal / Shared Service Revenues 

• Public & Private Revenues (Grants) 

•Delinquent Tax Revenue (Prior Years & Tax Title Liens) 

•Minimum Library Tax 



Major Budget Appropriations 
•Operations (within CAP) 

•Operations (outside CAP) 

•Contingent 

•Capital Improvements 

•Debt Service 

•Deferred Charges & Statutory Expenditures 

•Reserve for Uncollected Taxes 



What is a Line Item Budget? 
•In New Jersey, each appropriation must be categorized between “Salaries & Wages” and “Other 
Expenses”.  This is the level of detail required when preparing the State Budget Document. 

•This is the format for the publicized budget.  However, local units typically break their budgets 
down into greater detail for internal tracking purposes. 



Reserve for Uncollected Taxes 
•This is the amount of the tax levy that we do not anticipate will be collected 

•Acts similar to an Allowance for Doubtful Accounts.  We are writing off our bad debts based 
upon the tax collection rate of the previous year. 

•We can later recoup this revenue through the Receipts from Delinquent Taxes 

•Grosses up taxes to account for less than 100% collection 
• Other entities receive their taxes at 100% while the town gets what is left over 

• Cash flow 



Budget Timeline 

2016 2017 2018 2019 

2016 Current Year 2016 Reserve Year 

2018 Current Year 

2017 Current Year 2017 Reserve Year 

As you can see, you are running two budgets at a 

time. 



User Friendly Budget 
•NJSA 40A:5-48 (PL 2007, c.63) requires the Local Finance Board to promulgate a “user friendly” 
plain language budget summary, or User Friendly Budget 

•Intended to give the public, as well as local officials, a better understanding of local government 
finances 

•Municipalities were the first of the statutorily required entities to implement the User friendly 
budget 

•Will not replace the current budget document but will be required to be filed at the same time 
and will serve as an appendix 



Capital & Debt Planning and Budgeting 



Vehicles and Equipment 





Road Planning 



Road Rating Program 
 Source: City of Ocean City 

 http://www.ocnj.us/Capital-Projects-Roads-
and-Drainage/ 

  

 Don’t be afraid to steal someone else’s ideas.  
Especially if they are good ones. 
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Debt Planning 



Future 
HAVING A GOOD CRYSTAL BALL HELPS WITH THIS  



Looking Ahead 
•Fund Balance Forecasting 

•Operations Schedule 

•Budget Projections 

•Debt Service Planning & Affordability 

  



5 Year Budget Projections 



Recap 
•Budgeting in the Past, Present & Future 

•It is never too late to start the planning process or improve what you have 



 Those who say it can’t be done are usually 
interrupted by others doing it. 

 -James A Baldwin 



Questions 


