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Presentation Notes

Introduction: 
Welcome!   I am Sherri Green,  budget and finance analyst with Budget Finance Bureau BFB of the Local Government Division. I will be presenting this session along with Cordy Chavez budget and finance supervisor. 
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HO ARE WE?

We, the Budget & Finance Bureau (BFB), are public stewards hired to
ensure and implement New Mexico statues, rules and regulations
related to budgets, records, reports and the disbursement of public
monies, including transfers between funds, o maintain budget and
fiscal integrity for the benefit of the citizens of New Mexico.

Likewise, the Local Governments (MUNICIPALITIES AND COUNTIES) are
required to keep all books, compile reports and conform to all rules and
regulations adopted by the Local Government Division/BFB and your
governing body (Council or Commission).

A1
LA a4 i)y L TEER


Presenter
Presentation Notes
 
Read slide


"WHY?

HAPTER 6, ARTICLE 6 OF THE NEW MEXICO STATUES ANNOTATED (NMSA) 1978
REQUIRES THE LOCAL GOVERNMENT DIVISION, BUDGET & FINANCE BUREAU (BFB) TO
OVERSEE ALL MONEY RECEIVED OR SPENT BY A LOCAL GOVERNMENT WHICH MUST BE
BUDGETED AND ACCOUNTED FOR IN ACCORDANCE WITH NEW MEXICO LAWS

WHAT DO WE DO?

« BFB reviews and approves operating budgets
» to assure compliance with state statues
> properly account for revenues and expenditures
> 1o ensure local governments do not exceed available resources
and fo ensure sufficient funds are budgeted to cover required
Expenditures

The FINAL APPROVED Budget on file with BFB is the official
budget to the tax officials of the state.

—
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Read side 

Repeat:  We are oversight State Agency for County, Muni’s and Special District Budgets .  BFB is not responsible for budget management this responsibility is held with your local entity. 


IEW AND APPROVE BUDGET ADJUSTMENTS RESOLUTIONS
» Budget Adjustment Requests (State BARS)

REVIEW QUARTERLY FINANCIAL REPORTS
» To analyze current financial condition to detect financial difficulties early;
and to ensure that each entity maintains financial stability

PROVIDE ASSISTANCE & TRAINING:
» On state statutes, rules and regulations;
» BFB prescribed forms, policies and procedures;
» Government accounting, budgeting and analysis

« UNDERSTAND OPERATION & PROGRAMMATIC CONTENT OF LOCAL
GOVERNMENT
» To advise local governments about efficient and effective ways of
dealing with organizational issues
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BAR’s require a governing body approved resolution which must be uploaded into LGBMS files within the Adjustment Module
Please read all MEMOs that are emailed and updated to ensure that you are well informed.  Memos have a lot of information that assist you. 


« LOCAL GOVERNMENTS RESPONSIBILITIES
» Provide for public safety, fire, police and other emergencies
» Provide public health: water, wastewater, solid waste and indigent care
» Fulfill objectives and goals of all stakeholders

= Submit operating budget to BFB for approval;
=  (Operate within BFB approved budget [final budget + adjustments ( BARS)];

= Ensure that BARs are prepared timely and submitted for BFB approval when
required
» Submit Quarterly Financial Reports
» Conform to rules and regulations as required by BFB
» Comply with reporting requirements that demonstrate
accountability to the citizens served by the local public body; and
» Ongoing communication, teaching and presenting the governing body
with relevant financial reports showing the revenues, expenditures,
budget adjustments, and balances for each fund
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Local Government Budget Management Svstem

* It is the online system that local governments use in order to submit their
budget and financial data to DFA/LGD to meet reporting requirements per
Section 6-6-2 NMSA 1978.

« Counties and Municipadlities transitioned on June 1, 2018 for Fiscal Year 2018-
2019. Special Districts will be phased-in starting January 2022.

« Expanded standard chart of accounts; 24/7 online access; ability to enter or
upload data; better data validation and accuracy; and submission,
communication and action tracked within the system.

* 3 Modules: Budget, Adjustments, and Reporting.
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hat is a Budget? ~
A Financial plan and/or FORECAST of expenditures and revenues,

over a period of fime. In this case it is from July 15" fo June 30th.
» Monetary Plan

> C ication Tool
> Leogrglrlr;/UBri];\Cd?ng rgign?rroc’r O N E B U DG ET
INTERIM BUDGET DEADLINE JUNE 157 | WO STAGES

FINAL BUDGET DEADLINE JULY 3157

Interim Budget should be your “FINAL” Budget.
The only changes from the Interim to Final Budget should be the reconciled
June 30" ending cash balances, which become the FINAL
Budget Unrestricted Cash
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In order to comply with Section 6-6-2 NMSA 1978, local governments have the following deadlines to adhere to:
 
June 1 	- Interim Budget due
               [NOTE: NM law does not allow time extensions.]
 
July 31	- Final Budget due {any changes to budget from interim budget submission
                with only exception- beginning cash balances on recap page and possibly governing body approved salary increases and new grants not on interim budget} 
	- Budget approval resolution due
- Fiscal year-end financial reports due
- Year-end budget adjustment due
 
Submission of Budget in LGBMS- Interim and Final
One Budget two stages what does that mean 
Q4 ending Cash balances become beginning cash (must be entered in the new FY don’t carry over from previous)

Due Dates for quarterly, and Budget  are required to be completed by the due date and ready for a full review and possible approval. 
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THE BUDGETING PROCESS
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The Budgeting Process: here is a basic flow chart example 

Budgeting DO’S AND DON'TS 
 
Never budget recurring cost, i.e. full-time equivalent (FTE) salaries and benefits from non-recurring (i.e., one time) revenues. 
 
Start a capital equipment reserve; use sales of equipment proceeds to fund. 
(Put one-time revenue windfalls in reserve or a “Capital Improvements Program” fund.) 
 
Review insurance premium vs. coverage. Establish a loss prevention program and avoid actions by the governing body and other public officials which may lead to lawsuits. 
 
Periodically review need for programs, projects, departments. Consider zero growth budgets. Become familiar with federal and state regulations that may impact the budget such as Environmental Protection Agency requirements that may require more expensive water testing.
 
Try to minimize the number of funds established. 
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MEMORANDULL BFE #20-02
Tk Hew Mexico Cousies and Municipalities
FROM: Dronnie I, Quintana, Drector
Local Crovernmess Division
DATE: March 2, 300

SUBIECT:  Fiscal Year 20202 1 Budget Freparation & Subenicsion Guidelines.

We cordially provide the following guidelises w ensure stanmory compliance with Section 6-6-2 NMSA
Imﬂmmquu:s.mhInﬂﬂimh:dyhﬁ.rmshnndil:wﬂ:lh:bepmtn‘l‘mmﬂ
Adwsinistration (FPA). Local Govenseent Division (LGD) a proposed disserin) budget for the nexs
fiscal vear. Furthemore, this statute sehorizes the LG o preseribe the form for all budgets, books,
prpals wd occounts for loeal public bodies.

Pwmhsmﬁ-é-l.l.w IQ’?B D.FA:'I.GDWH.MMM\'H}MMI intenm budgets
fior conmiies and e the: Loeal G Tudget M. ysiem
(LGHME)L Adidiz Imrhu ing schedules in the Excel forman will be submiced
eleczronically ws attached files vin LEBMS.

Al required is the subenissicn of & pew Seowity Access Fora (SAF) for garndiv dual withis your

bocal govemment whi requires access to the system for Fiscal Year 2030031, anderda safeguard the

data submized oo LGHMS, please be sare 10 subois 2 SAF o deactivate the account of ssyese that has

ledt your respective agencies.

The Seowity Access Foann (SAF), LGEMS User Guide, LGEMS FAQ document, asd ocher information

are available oo pur websize: ity umadfa state. nm.

PLEASF NOTE-

We affer the fallowing resommendations in prepaning & balanced interim budges, in the event yaour bocal
is. Eacing finascialbudgetary

B mﬂwlymmﬂwﬂmﬁmlw:mumﬁmmh
balances s son-Fecirmisg Deveniie:

B I ntisg an insediate fraese o all cursent vacast ensploves positkons (eccluding healts
and public safety services positions ) as well & increases  employes salanes (el udisg wbon
contritual shligatices).,

- Inspementizg an ineediate freese o any new non-ssential eontracts that affect S Creseral
Fund,

. IHscontive the practice of providing funds o sy soa-profii organizations that ane not tied oo
i .

INTERIM Budget Deadlines-
c o i .
Budge: Submiztal on LGEMS: Juse | 2000 Suckairrisn exidesiand canmor be grammd?
Budeer Besoution: qlimiall]u s date:
Property Tan Reschuiion:  Jame L, 2020 fckanges to the operating mill levy)

T lnterim Appreval Letter: Jaly 1, 3020
NOTE: Appreval of the interin bidgat dasigrares (¢ @ lagal binding docement unfil the final dudpat v
apprened

FINAL Badger Deadiines
For the below identifisd REQUIREMENTS i July 31, 2020:
Comnries & ici| o
Budger Revisions on LGHMS
Budge: Resolution
£ ing Schedules
dehi quiarter sepet
dzh quarter sepet Besolition
T Binal Anpeosal Lesier: ——Sepsanbar |, 2020
NOTE: Agprevail of the final budypes derigrmares if a3 o lapal binding documens The finai budgat as
appreved su LGBMT i the afficial budgai of razerd for yeur losal geveravemt
Dilier Required Ireman:
Eesoluitons

Saemple resalutices for budges and 4th quaries rport adapticns are locased oo our website:
Bty i nme us b fomes aspe

Supporting Schedules
Mecgared schediiles that suppart the budget are lsted below and can be found an our wehsite:
Batp: i nmalda seate. nm. s bib- foomes aspn

. Property Tax Cakeulation Worksheei - calealates projected property fax Tevesae.

. et Schedale -lists all outstanding debt | loans, revesss: & general abligation boods).

- SJ:DETAJLDFNDN—.!UDGETEDR.ESER\'ERHJULREMEHI‘S fioemm) - lists additkonal
resesves fnot LG requi ~ves which are oy LGHATS) and must tie o

amounts reparsed i LGEMS undes Object Code 10105 Locally Enpased Reserve.

+ | Bevenue Checklis s all GRY impased iscrentenits inching intercegeed GRT amounts [1edes
oz

o #HFH-1 Regeriing Grodd Receipts Tax and Farivir Intdredpts ™
located oo e weebsite: b w5 t hemos L ; howewer, Mmﬂe.
CGRT ol 29 Ilnu::ﬂdl-{ﬂ}dmllgmwml;

disezesion in bmtemgwmu:mlnugu“ﬂk"mﬂmmummhuﬂ.gm]

- Forn 8-2 [SCHEDULE O INSURANCE] - lists all insumnee eosis.

+  Salary Schedwle - lisss salaries and benefiis associnied with ench badget position

[Personned schedules genemted B vour systems will be accepied].

. CumNElemdﬂﬁhlul&ulmySdndule lists salaries of all sosey elected officials to review
with MM Statutocy caps.

s FY21 Co-Muni Wark Plas - describees major issues affectisg an cstitys

Pmummwmmmwmmm-mw.

dth Quarcer Report

T repor will be submized oo de LGRMS Reporting Module, wder the “Fy 2020 04" reparing.
perind. A gaverning body appreved resclation sppoeving the 4% Quanter Report is also required and
st be atziched i the "liles” menu of the LGEMS Reporting Module.

OTHER.:
liems oo the Biadget Recapatalation {Reeap) Page io be aware of-
+  DBegiseing cash on recap page st fie to the dih quarker report eading cash befare reserves)
* Iivwestments nest be repoeted in the beeasmare columi
Torml Tramsfiers st always equal in sero {LGEMS will flag ihis a5 s errcs)
. Adjersed Endisg Casi balanees of any Fund cammat be segative, inchiding Funds that are
mgwum:mmwmnﬁmm-m

Ex Linsitations: Pursaint to Section 6-6-7 NMSA 1978, oty officials may
mon expend Buewess o 30% of the approved budget for the fiscal year duing which the s of office
of any afficial will expire.

LD RESERVES (LGEMS will aumacically caloulase):

Mmm
Lhm“lflinnfbnlwdupﬂihuﬁ

. County Reserve is 3/12° of total budgeted expendiiure

County Ao Fimd Reserve Bequirements:

+ " County Rescrve is 112" of toral budgeicd expenditures

Salary Increazes:

R time tesnporary salary increases [knows as bomuses) are not allowed.

See the Uufy 7, 2008 Masks Parfarmance Sonudds, Ret-oastid Pay Isrdaids and Bosuses I Licx of
dréraases” memo located on our wehsine:

Fay.
Batp: o nmedfa statenm. usFBudges Memmes 1aspn

B

Law Enforcement Presscrion Fond:

- Budges the Law Ex dom Fund (LEPF) icns i LOBMS undes Fund
23000 Law Eaforcement Protection, Depanmess 1005 County Sherifl oo~ Deparment 3001
Law Exforcement, Objoct Code 47110 Law Endorcemes: Protection (DFA)

- LEFF funds should be expended s zeno each fiscal year.

- I a balance remains ai the end of the previous fiscal vear. approval froem LED is required prio
s spendisgg. Please fill ot the |EPF Caryover Request Fanm which is ocaied o our websiie:
Betp: v umada: saate. nm. usbib- oo aspe.

1 you hawe ey further questions, please caninet your ssigned analyst ce the main number at | 05427
4575

e BFE Amal
Brian Cobim, State Ausditor
Ragiza Resnern, NMML I.llu'gnumnln] Relations Dirctor
Steve Kopelman, NMC Executive
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This along with other memos are sent out throughout the active fiscal year. It is vital that the information be read and followed. As you can see it covers a vast amount of information for the budget season. I highly recommend that the memo be printed out and followed, check off as you go. The link to this and all memos is included. 
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Techniques/Areas

* Preparation.......

Forecasting revenues and expenditures, cost analysis,
capital budgeting, debt administration and other
personnel issues, assessing financial conditions, and
economic development

Review of information developed in preparation
stages

* Approval..........

Y E 'I'. Accounting, revenue administration, expenditure
XeCU Ion.........

administration, purchasing, cash management, and
investments

Reviewing with Governing Body, Auditing

e Review ...........
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Budgets can be seen as control, management, and planning devices for elected officials or policy makers, but are also legal documents that convey authority to local government employees to expend public funds.  Decisions on revenue and expenditure budgets fulfill the responsibility to make decisions for the public.
 
For the operating officials (department heads) the budget limits their activities by controlling the provisions of operational resources (i.e., they have to stay within  their budget).

It is highly recommended that financial reports are presented to the Governing Body for their review on a monthly basis.  All quarterly reports submitted to LGD should be presented to the Governing Body for their review and the 4th QTR report MUST be approved via resolution.
 
 

 




== | PREPARATION STAGE

« January- Should begin 6 months prior to fiscal year:
> Set-up budget formatted spreadsheet for each fund department, division and
account

» February- Forecast revenues and expenditures, cost analysis, capital budgeting,
debt administration and other personnel issues, assessing financial conditions, and
economic development:
» Compare total actual expenditures from previous fiscal year to establish fotal
expenditures and revenue for current fiscal year
» Should involve elected officials and department heads to help ensure budgeted
expenditures cover department needs & requirement, estimated gasoline increases,
utilities, postage, etc.

BUDGETS MUST ALWAYS COMPLY WITH SATUTORY REQUIREMENTS, BFB RULES RELATED TO BUDGETS
AND LOCAL ORDINANCES.
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Read notes: 
The preparation stage is concerned with prediction and analysis for decision making.  The preparation stage is where the forecasting of revenues and expenditures takes place.  Anticipated revenue is the primary constraint on expenditures.  Expected cost of a particular policy, program, or other budget entity is also an important consideration.  The starting point for the decision making process is to make preliminary estimates of revenues and expenditures.
 
Read slide:


Viarch- Send instructions and local budget request forms with the

appropriate budget analysis based on previous year actuals to

elected officials and department heads:

» Elected officials and department heads return proposed budget
request and justifications fo their Finance Department

« April- Review elected officials and departmental requests and update revenue
estimates and proposed adjustments:
» Hold workshops with elected officials, department heads, and have
hearings for public input
» Send budget preparation worksheet proposal with attached justifications
to elected offices or department heads for final review and comments
* May- Estimate ending cash balance as of June 30th:
» Finalize budget and submit to governing body for review
» Recommend approval of budget
» Prepare budget to submit on the Local Government Budget Management
System (LGBMS)

« June- Submit Interim Budget in LGBMS by June 1st
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Read slide

BUDGET RESOLUTION: governing body must adopt a budget by resolution and submit to LGD for approval.
 
BUDGET DISCUSSIONS SUBJECT TO “OPEN MEETINGS ACT”:  governing body discussions on the budget are subject to the New Mexico  "Open Meetings Act" [NMSA 1978 Chapter 10, Article 15].  If a governing body establishes a finance committee to work with the budget officer in preparing the budget, the committee's meetings are also subject to the law.
 
  


THE BUDGET

Special Revenue
Funds

Debt Senvice
Fund

General Fund

.. Capital Projects

Funds

Proprietary
Funds

Enterprize & |nternal Service

Fiduciary

Fund 11000 General Fund — non-restrictive, used for
operating purposes

Fund 20000 Special Revenue Funds - account for the
proceeds of specific revenue sources that are legally
restricted to expenditure for specific purposes

Fund 30000 Capital Projects Funds - account for
financial resources to be used for the acquisition or
construction of major capital projects

Fund 40000 Debt Service Funds - account for the
accumulation of resources for the payment of general
obligation and long-term debt principal and interest.
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READ NOTES
General Fund- is the catch all fund- non-restricted-used for operating purposes. This fund is also used as a flow-through fund or utilized as a temporary loan to other funds until your grant reimbursements are received, and the newest situation of potentially having to pay your Fire Protection Insurance in July until you receive the revenue which it appears the distribution will change to several allotments.  Please contract your Fire Marshall to find out distribution date.   Again, it is so important to build a strong healthy cash balance reserves in the general fund as it appears this fund is going to be the primary resource for all your supplemental revenues. You can temporarily borrow from this fund to cover any negative balances or permanently depending on your local governing board.
Special Revenue- these funds all have their own purpose and identity and are legally restricted for that purpose. Refer to the appropriate guidelines pertaining to each specific fund. You cannot transfer revenues from this fund to the general fund for operations. 
Capital Projects: Financial resources for any acquisition or construction of major capital projects, including the entities required match for state and federally funded projects. Transfer the resources from your general fund to the specific capital project. This also includes the Community Development Block Grant. The cleaner you have your funds separated out for each specific purposes and not comingled with any other fund or projects. Most importantly remember at the beginning of the presentation on General Accepted Accounting Principles, GAAP: it establishes greater accountability and transparency between a government and its citizens, legislative, and oversight bodies, investors, and creditors and zero audit findings. 
For those of you that don’t know what GAAP is:
    
 GAAP (Generally Accepted Accounting Principals) are standards that encompass the details, complexities, and legalities of business, corporate, and governmental accounting.   The Financial Accounting Standards Board (FASB) for private companies and the Governmental Accounting Standards Board (GASB) for governmental entities both use GAAP as the foundation for its comprehensive set of approved accounting methods and practices. 
4.Debt Service: this is where you properly track your short and long-term liabilities- known as bonds or loans. The only thing that should be budgeted here is the loan principal and interest payment due for the entire Fiscal Year. This is for all bonds and loans your entity have including intercept revenue from the Fire Protection, EMS, and LEPF; usually the intercepts are for a new fire truck, ambulance or police car.

A local government can have any number of funds, which can range from hundreds to under ten.  It is recommended that governments use the least number of funds possible.   
Governmental units should establish and maintain those funds required by law and sound financial administration.  Only the minimum number of funds consistent with legal and operating requirements should be established, however, because unnecessary funds results in inflexibility, undue complexity, and inefficient financial administration.
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THE BUDGET

Gpecial Revenue
Funds

General Fund

|

W Capital Projects

Debt Senice
Fund

Enterprisa & Intemal Sarvice

L " Funds
'“?5; Budget
/ﬂ I \ Fiduciary
Proprietary
Funds

Fund 50000 Proprietary Funds

Enterprise Funds - account for operations of providing
goods or services to the general public on a continuing
basis be financed or recovered primarily through user

charges, i.e. Electric, Water, Gas, Sewer, Solid Waste
Utility-These funds should be self-sustaining.

Fund 60000 Internal Service Funds - account for the
financing of goods or services provided by one
department or agency to other departments or
agencies of the governmental unit on a cost-
reimbursement basis. i.e. Risk management, motor
pool, etc.

Fund 70000 Fiduciary Funds

Trust and Agency Funds - account for assets held by
a governmental unit in a trustee capacity or as an
agent for individuals, private organizations, other
governmental units, and/or other funds. They include:
(a) expendable trust funds, (b) nonexpendable trust

(b) funds, (c) pension trust funds and (d) agency funds.
(c) i.e. motor vehicle, meter deposits, etc.

N
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Proprietary funds should be self-sustaining; ran like a business so there is little or no impact to your general fund.
Internal Service Funds: Example: Motor Pool services the police cars; motor pool is to reimburse or pay for the maintenance service from the Police Department.
Fiduciary Funds: Assets held by the entity; assets do not belong to the entity. Funds such as meter deposits, GRT charged for service that is submitted to TRD via , Common Reporting Standard (CRS) Common Reporting Standard Report.


— REVENUE FORECASTING TIPS

> Proper’ry Tax
Verify the September 1t Tax Certificate for accuracy
« Ufilize the “Property Tax Revenue Estimate Form” on BFB’s website:
hitps://www.nmdfa.state.nm.us/local-government/budget-finance-bureau/budget-
forms
«  Submit mill levy resolutions no later than final budget deadline of July 31st
» Gross Receipts Tax (GRT) - historical data, look at your trends
* New Businesses
« New enactment tax increase
« New CMP 41259 and ITG 41260 revenue object codes
« Construction one-time revenue should be used to build or maintain reserves
» Small Cities Assistance Fund 7-1-6.2 NMSA 1978,-or- Small County Assistance-
Assistance Section 4-61-1 through 4-61-3, NMSA 1978 if applicable

Debt Service
GO Bond- Property Tax revenues -Vor
Revenue Bond - GRT, Gas Tax- |

Grants- DO NOT budget grant amount until the grqnf secured with a_

rant award letter and DO NOT comingle them with your operations fund™s.,
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Finance staff should request a copy of the September 1st Tax Certificate from the County Manager’s office and review the local entity’s mill levies for accuracy.
Utilize the “Property Tax Revenue Estimate Form” found on our website, follow link which is provide on the slide. This form can be used as a tool for verifying mill rates and for estimating “what if” scenarios when a local entity is contemplating increasing the imposed operational mill rate.
Any changes to the imposed operational mill rate must be via a governing body approved resolution submitted no later than July 31st.  Please submit this information with your final budget and email your analyst that your entity will be increase the mill rate, so they can get it over to Brenda & Jolene to include in the new tax certificate calculations.

Gross Receipts Tax- LGBMS has now been in full operation for 3 full budget years, you can utilize the historical data to analyze the GRT trends to assist you in forecasting the GRT amounts.
. Keep in mind any new business will generate additional revenue- You may want to check with your Zoning Department if there are any permits for any new business that are opening in your area?
. Is your governing body enacting a new tax increase?
. Last year HB-479 de-earmarked the restriction on some GRT which caused for entities to now start receiving Compensation Tax (CMP) and Interstate Telecom  (ITG) revenues. Back in October a guidance memo was sent out by BFB recommending revenue codes for the reporting Cross-Walk. Again, these codes are recommendations in your reporting cross-walk.
Construction or Road projects bring in additional tax revenue up until the project ends; it is recommended to places these additional revenues in a reserve fund for a raining day-since it is considered at a one-time revenue and should no be used for recurring expenditures (such as salary increases).

Small Cities and County Assistance distributions if applicable. Small Counties Assistance Act was established by the NM Legislature in 1982 to provide funding to small counties to be used for general operating purposes. Counties must meet specific qualifications; this revenue is distributed by BFB- for more information you can look up the statue that is provided on this slide.
Small Cities is distributed by TRD; the distribution is based on population of each municipality in the state. The population information is provided by the Bureau of Business and Economic Research located at UNM. Additional information can be found in the statue that is also provide on this slide.

Debt Service:
General Obligation Bond referenced as GO Bond- This revenue comes from property taxes. This does require voter approval
Revenue Bonds can be from GRT, Gas Tax, Lodgers Tax. This revenue is obligated and/ or restricted for a certain purpose and is considered a Debt.

DO NOT budget grants until you have legally secured the grant with the appropriate signatures and an award letter. For the FRF (Fiscal Recovery Funds) distributed by DFA/LGD, only the first 50% of the allotment can be budgeted for FY2022 because the second 50% isn’t expected until FY2023 from the US Treasury to the state for distribution to NEUs (non-entitlement units of governments) which are the municipalities with a population under 50,000.  Also Please DO NOT comingle Grants with your operational fund which is your general fund. Grants a purpose with specific scope of work. Mark sure you understand the grant requirements.

https://www.nmdfa.state.nm.us/local-government/budget-finance-bureau/budget-forms/

Revenue Timing & Cash Flow Management

« Property Taxes- Typically received in December and May

» Gross Receipt Tax (GRT)- Typically received monthly

» New GRT enactments will not be received until the third month

> HB 479-De-Earmark Local Options Gross Receipts-Please seek LEGAL

consultation and TRD for clarification
> Deadline to submit to TRD March 315 for an effective date of July1st and
September 30" for an effective date of January 15t
Reference FYI-M121 @
hitp://www.tax.newmexico.gov/Government/local-options-taxes.aspx

« Special appropriations- Determined by stafute or grant agreement signoff
- Grant- Reimbursement based (make sure you understand the grant and the
applicable expenditures)
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Property Taxes are collected and distributed by your county Treasures Office typically in December and May. 

GRT is distributed monthly by the Tax and revenue department.  New enactments are also handled by the Tax and Revenue. All enactments must be approved by your governing body; there are two deadlines to submit to TRD. March 31st deadline is for the effective date of July 1st. September deadline is for the effective date of January 1st.  For more information you can go to the link as shown on the slide to attain tax & revenues GRT reference guide FYI-M121-For more information please attend the TRD presentation on Wednesday @ 10:30 am to 12 noon.

Please note the July 1st or January 1st newly GRT enactment distribution will not be received until 3 months later-The process is the Vendor collects the taxes in July and reports the taxes generated to TRD on their August report in their CRS report, September TRD makes the distribution.

Last year HB-479 de-earmarked the Local Options GRT, which means there are no restrictions to the GRT. If you currently have an Ordinance Liability-Pledge prior to this change continue to follow your Ordinances until that liability fades way. It is recommended if you are unclear with this de-earmarking change reach out to your legal counsel for guidance. Please plan on attending TRD’s GRT Overview session on Wednesday November 17th at 10:30 am.

Special Appropriations are usually distributed through grant agreements, where all required parties have to signoff. 

As I mentioned in the previous slide make sure you understand your grants scope of work and the applicable expenditures to ensure you receive 100% reimbursement.


Special Revenues

CANNOT BE USED FOR GENERAL OPERATIONS

Special revenues distributed by LGD/Budget & Finance Bureau:

« County Detention Facility Reimbursement Act, NMSA 1978, 33-38-3B-1 thru 33-3B-4

« Forest Reserve, Secure Rural Schools Act reauthorized 4/16/15 (Sect 524 of P.L.114-10)
« Taylor Grazing Act distributions 43 CFR Pat 4100 and NMSA 1978, 6-11-5 & 6-11-6
 Law Enforcement Protection Fund (LEPF), NMSA 1978, 29-13 and Rule 2.110.3 NMAC

Other Special Revenvues

« Capital Projects Funds
» General Obligation (GO) Bond proceeds 1o be used for purposes approved by
the voters
» Revenue Bond Proceeds
» Loan Proceeds
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Special Revenues are restricted funds and cannot be used for general operations.
The Special Revenues that are distributed by  LGD/budget & finance are: the County Detention Facility Reimbursement Act, Forest Reserve, Secured Rural Schools Act reauthorized on 4/16/2015-these 3 special revenues pertain to Counties. Law Protection Fund pertains to both the County and Municipalities based on qualifications. For more information on LEPF be sure to attend this afternoon's presentation @ 1:00 pm.
The other special revenues distributed by other agencies are your Capital Project funding resources which consists of a General obligation known as a GO Bond-This revenue source does require voter approval as this revenue to make bond payments is generated through property taxes if the voter approve of the GO Bond.
Revenue Bond Proceeds do not require voter approval and are usually done by Governing Body Ordinances-as I mentioned earlier with the de-earmark of the GRT some of you may have this type of pledge in place as mentioned before continue to honor this liability. Again, if you need guidance please reach out to your legal counsel for guidance.
Loan Proceeds-again some entities may have a GRT pledge with a lending source vendor such as NMFA for some type of equipment or project. 


Other Special Revenes Cont'd

 GRT enacted or earmarked via local ordinance for a specific purpose

 Federal and State Grants

« Corrections Fees, NMSA 1978 33-3-25 and 35-14-11

« Emergency Medical Services (EMS)

* Fire Marshall Allotment

« E-911

« Road/Street

« Senior Citizens

« DWI

Lodgers Tax, NMSA 1978, 3-38-13 thru 3-38-24 and Rule 2.105.2 NMAC
» Submit fo your Analyst

Legislative Appropriations

Community Development Block Grant (CDBG)

Small Cities Assistance / Small Counties Assistance (based on eligibility criteria)
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This slide is a continuation of Other Special Revenues, which are consider restricted funds;
As I mention previously a GRT enactment earmarked pledged through a local Ordinance for a specific purpose
Federal and State Grants, again make sure you have a signed agreement before you budget and know the allow expenditures so you can receive 100% reimbursements.
Correction Fees-this pertains to counties
Emergency Medical Services; know as your EMS distribution.
Fire Marshall Allotment- these two special revenues sometimes have intercepts for a loan of new equipment. Make sure to record the Gross amount of the distribution and record the intercept under the Debt Service Object Code. Each fund has a Debt Service Code.
E-911 distribution to PSAPs (Public Safety Answering Point) that administer dispatch call centers
Road/Street distributed by the Department of Transportation who works closely with us on project waiver reviews. 
Senior Citizens
DWI
Lodgers Tax-The submission of this reports are now going to be submitted to your analyst with your quarterly reports, make sure the report reconciles with the quarterly report.  We are also working on a Lodgers Tax Module on LGBMS during our next system phase.  Please plan on attending the Lodgers Tax Update session tomorrow November 16th at 1:00 pm for additional information.
Legislative Appropriations
Community Development Block-these two special revenues are administered by our sister bureau CDB (Community Development Bureau), and a project manager is assigned to the agreement- whom we work closely with.
Small Counties Assistance is distributed by LGD based on qualifications.
Small Cities assistance is distributed by the Tax and Revenue Department based on population.



What goes into an operating budget:
» Personnel Cost (largest cost)
> Daily operating expenses
» Capital Outlay

> Debt Service
> GRT Administration fees

> Other loans

« Must follow the Procurement Code Process:
» Per 13-1-95.2-need Chief Procurement Officer (CPO) registered with
New Mexico State Purchasing Division
https://www.generalservices.state.nm.us/statepurchasing/onlineprocurement.aspx

* Must follow the Special Revenue guidelines/regulations
> Lodgers Tax Act
» Law Enforcement Protection Fund (LEPF)
» Other Special Revenues & Grants
» Grants-The purpose of federal and state grants are restricted to approved activities
and not related to the “general fund” use
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Expenditures-What goes into an operating budget:

Your Personnel Cost which consumes at least 80% of your budget. 
Your daily operations cost, such as your utilities-electric, gas, propane, telephones, supplies, fuel etc. Please make sure you allot for any utility increases.

 Any Capital Outlay matching funds should be transferred out from the General Fund to the appropriate Capital Outlay fund.

Debt Service. What is Debt Service? Debt Service are bonds and loans that are  also include intercepts or contracts. You must budget the intercepts amount in your budget. Example: Your entity is awarded LEPF funds and have purchased a new police car by taking a loan out from the New Mexico Finance Authority; in the loan agreement you stated the payment amount would be intercepted  from your LEPF distribution. The interception is deducted and sent to NMFA, and the net balance is sent to you. The gross revenue of the LEPF must be reported and the intercept must be expended out using the 59010 Debt Service Principal Payment object code.

Another Loan Example: Your entity pledged a portion of your GRT for a Water Infrastructure Project. TRD intercepts the loan payment from your GRT; on your RP-500 you will see that deduction under contracts. Again, that intercept amount needs to be booked as revenue and expended out in the 59010 Debt Service Principal Payment Object code. It is the Gross amount you need to report, not the net distribution.

The GRT administration fees must be recorded as revenues and expended out using an object code such as Commitment & other Fees. The object code selection is local autonomy option; However, you must be able to identify and track it.

The GRT administration fees are part of your revenues; it is an expense to your entity, that the Tax and Revenue Dept. charges you for collecting and distributing your GRT.

A Chief procurement officer is a requirement as per the Procurement Code 13-1-95-2.
.If you do not have a Chief Procurement Officer in place within your entity you will get an audit finding. For additional information contact the NM State purchasing Division. We have provided that link for you, which is listed in this slide.

Lodgers Tax Act, LEPF, Special Revenues and Grants and are all considered restricted funds, because their distribution has a specific scope of work on how these funds need to be utilized. The General Fund is the only fund that is not a restricted fund and is the Catch all fund.


* Monitor expenditures frequently throughout the year; Quarterly report should mirror your internal
Financial Statements and be reconciled with the Bank Statements.
« Utilize Budget Adjustment Requests (BARs) and DO NOT OPERATE IN THE NEGATIVE

« BFB interprets Section 6-6-6 to apply to fund balance

* What does 6.6.6. mean?

* 6-6-6. Approved budgets; claims or warrants in excess of budget; liability.

When any budget for a local public body has been approved and received by a local public body,

it 1s binding upon all officials and governing authorities, and no governing authority or official shall
allow or approve claims in excess thereof, and no official shall pay any check or warrant in excess
thereof, and the allowances or claims or checks or warrants so allowed or paid shall be a liability
against the officials so allowing or paying those claims or checks or warrants, and recovery for the
excess amounts so allowed or paid may be had against the bondsmen of those officials.
History: 1953 Comp., § 11-2-61, enacted by Laws 1957, ch. 250, s 6; 2001, ch. 147, s 3.

EXPENDITURE TIMING & MANAGEMENT
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Incorporating “Best Practices” is to monitor expenditures frequently, so you can process local/ maintenance Budget Adjustments (BARS) in LGBMS: the goal is for LGMBS for to replicate your internal operating budget, most importantly not exceeding budget authority and not waiting to process Budget Adjustments at the last minute that can cause anxiety, and stress, which can lead to errors.

What does 6.6.6 mean ?
It means you can not operate with a negative fund cash balance. How do you fix it? By processing a BAR if it is a permanent transfer or process a temporary loan from your general fund using the payables/receivables. The message here is your governing body can be held accountable with charges and could  potentially go to jail-wearing an orange jump suit.

There are two types of BARS: the 1st one is a local BAR-Transactions within a fund that does not change the overall amount, LGBMS automatically approves  the local BARS, once it is submitted. No resolutions are required with a local BAR, however, you must follow your local Policies and Procedures your governing body has approved and are in place. 

The 2nd BAR type is a State BAR these are transactions from one fund to another, increasing or decreasing revenues or expenditures that changes the original approved amounts of the overall Budget amounts. 
Example: you are moving funds from your General Fund to one of your Enterprise Funds that is operating in the negative) this will require an approved governing body resolution. Remember your governing body as a whole is responsible for the entity’s finances and are the only ones that can adjust the budget.



Expenditure Timing & Management

Coverage of all debt service payments
Communication with internal departments and /or other agencies
Conservative planning with new tax enactment and new expenditures associated with the enactment

Expenditure Disruptors

GRT base-closing of major store, oil & gas industry

Claw backs-monies that need to be paid back (overpayments by federal government, state government,
grant unallowable expense or late submission after grant has expired)

* Utility Rate Increases- Electric, gas, insurances, etc.

* 90% of large maintenance emergencies are unforeseen & can be very costly
* Small Cities Assistance reduction amount
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Make sure you have the appropriate resources to cover any debt service payments.

Communicate effectively with your internal departments or other agencies-to make sure they understand how to read and monitor their budget.

Conservative planning with any new revenue resource; new GRT enactments usually have a purpose. Please be aware of that purpose.

Expenditure Disruptors:
Here are some examples of Expenditure Disruptors that can cause your budget to be adjusted. 
A local store, restaurant, gas station, closes their door permanently; this will cause a reduction in your GRT. 
A Claw-Back/repayment:  Lets say the TRD has been distributing more GRT than what your entity should have been receiving; all of sudden TRD comes back requesting repayment for the over payments you have been receiving.

Or a TRD audit was requested; the out-come of the audit was a business had been reporting the wrong CRS location. TRD can come back and request repayment for the wrong reporting location. 

This did happen last year to two of my Counties I am assigned too. These two examples can cause  unforeseen expenditures to your budget causing some hardship to your entity.

Small Cities distribution expenditures- Here is an example: you forecasted $130,000 of Small Cities Assistance revenue in your approved budget. However, what was distributed and received by the entity was $90,000- for a $40,000 revenue shortfall.

By incorporating “Best Practices” in the Small Cities revenue short fall you would prepare a Budget Adjustment Request (BAR) and a Resolution to be presented at your next governing body meeting, reducing the revenues and expenditures by $40,000.

This will exhibit to the governing body a vast picture of the budget changes that could initiate discussions where budget cuts are needed and avoid any cash balance depletion.

The Goal here is to build your cash balance to have reserves for any unforeseen emergency expenditures.


What is the difference between
Budget and Actuals?

« Budget is a forecasted financial plan for a period of time, such as a fiscal year.
» Revenues, expenditures, and transfers budget authority

« Actuals represent year-to-date activity that has occurred rather than something
planned
> |If actuals exceed the FINAL budget approval amount a BAR is required at a
FUND level this is a STATE BAR requiring BFB approval.
> Transfers within a fund is a LOCAL BAR that requires your local governing
board’s approval
» Quarterly reports are submitted based on Year-to-date Actual expenditures,
revenues and transfers between Funds.
» Submit all BARs for the applicable quarter prior to submitting your quarterly
report so that adjustments will reflect on LGBMS reports.
that is a Balanced Budget?
« Best Practice-Expenditures should not exceed revenues (Section 6-6-11 expenditures
are limited to revenues)
 Fund Level ending cash balance should be zero or a positive
(NO NEGATIVE CASH BALANCES refer to Section 6-6-6)
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What is the difference between a Budget and Actuals?
Budgets are a forecasted financial plan for a fiscal year based on historical data; amounts entered in LGBMS are rounded up. Actuals are year-to-date expenditures, revenues and transfers that have occurred in real time that includes using cents and not rounded up or down.

It is very important to process maintenance/local BARS frequently to align the approved budget in LGBMS with your internal operating budget. Actuals should not exceed budget authority for any fund operating with a negative cash balance.

What is a Balanced Budget? “Best Practices” is Expenditures=Revenues, ending fund cash balance should end with a zero or positive balance.

Please Note: if you do get an Exception message on your quarterly report that a fund is exceeding budget authority-submit  a BAR prior to submitting your financial report-this will eliminate the Exception Message. LGBMS is time stamped- meaning the LGBMS received the BAR 1st and the report 2nd.

REMINDER-Do not operate with a negative cash balance-process a BAR or use a temporary loan from your General Fund using the Receivables and Payable object codes when submitting your quarterly reports.



Budgeting DO’s and DON'T'S

Never budget recurring costs, such as salary increases, full-time
equivalent (FTE)- new position from NON-Recurring (one-fime) revenues.
Start a capital equipment reserve; use sales of equipment proceeds
towards a “Capital Improvement Program” fund.

Put one-time revenue windfalls in a reserve Fund in the event of
emergency or for future Capital Improvements.

Review insurance premium vs. Coverage.

Establish a loss prevention program and avoid actions by the governing
body and other public officials which may lead to lawsuits.

Routinely review the need for programs, projects, departments; consider
zero growth budgets.

Try to minimize the number of funds and bank accounts established.

-~
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Never budget recurring cost with non-recurring cost.  Recurring cost means hiring permanent additional staff (FTE), salary raises, paying for utilities, so on so forth. 

Non-Recurring revenue is revenue that will be for a short period of time. Example you are generating GRT revenues, while a capital outlay project such as a new school building being built in your area. This GRT is  additional revenues for a short period during the construction phase. Once the project is completed the additional GRT stops.  

Sale proceeds of equipment that were purchased from your General Fund should be reverted back to be used to start a capital improvement fund.

Special Revenue equipment must be reverted to that specific special revenue it was purchased from. Example: If you sell a piece of equipment that was purchase through LEPF funds; the sale proceeds must go back into the LEPF fund.  Same applies to your Fire Protection and EMS Funds.

Non-recurring revenue is also known as a one-time windfall of revenue; as I mentioned earlier- The increased GRT from a capital project, you may want to consider starting building a reserve fund for future capital improvements.

Review your insurance premium vs. your coverage. The coverage can be antiquated and may not cover full value of your assets. Not covering 100% after your deductible can lead to a unforeseen expenditure,  causing a hardship to your budget. Please make sure to attend the LEPF presentation this afternoon starting @ 1pm.

Establish a Loss prevention program to avoid any lawsuits.

Routinely reviewing the needs of your programs, and projects based on needs and not wants; Consider zero growth budgets when possible.

Try to minimize the number of funds and bank accounts established.



-~

Beginning Cash Balances:
. June 30th cash balances of FY ended becomes the July 1st beginning cash
balances for new FY final budget — NO exceptions

- "Cash” amounts are unaudited; however, they should be reconciled
\< July 14 2 . QL
Balance L e S

) Can Stock Photo

. Law Enforcement Protection Fund (LEPF) Carryovers:
. Email LEPF Carryover Forms to Jolene Gonzales, Special Projects Analyst
Jolene.Gonzales1 @state.nm.us
. Make sure to budget the carry-over amount plus the new distribution amount
under expenditures; submit the form with the final 4 Qtr. Report ending cash
balance.
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Common Budgeting Errors:
A common error we experience frequently is when the 4th Qtr ending cash balances do not rollover correctly to the new budgets beginning cash properly. The 4th Qtr. ending cash balance becomes the new budgets beginning cash. 

We have also seen where some revenues are moved to other funds not replicating the 4th Quarter ending cash balance line for line without an official approved Budget Adjustment Request (BAR). The correct process would be having a BAR with an approved resolution before you submit the 4th quarter or wait until your budget is approved and than process a BAR to transfer those funds accordingly to your needs.

The 4th qtr. unaudited ending cash balance should reconcile to your June 30th bank statements. Any changes to your cash balance after your approved budget will be dictated by your Independent Auditor.

Any LEPF Carryover Forms must be submitted with your final budget and approved by Jolene Gonzales, our Special Projects Analyst. Her email address is listed on the slide. Please only submit one carryover request form; this should be done with your final budget and not your interim budget. After you email it to Jolene, please upload it to your budget under the files tab. 

Make sure your carry-over amount reconciles with the beginning cash in the new budget. You will also budget the new LEPF distribution amount for that fiscal year.  Make sure to expend out the new distribution and the beginning cash (carry-over) amount for an ending cash balance of zero.  For Example: you have a $2,000 carry-over (beginning Cash) in new budget; you receive the new distribution of $20,000- your total LEPF expenditures should be $22,000-with a zero ending cash balance.


Q4 Cash as Beginn?hg Cash

Printed from LGBMS on 2020-07-15 15:16:50

Fund Cash Investments Revenues Transfers Expenditures Adjustments Balance Reserves Adjusted
Balance

11000 General Operating Fund 1,906,762.00 380,225.65 1,556,394.73 -280,000.00 1,350,794 .80 0.00 2,212,587.58 112,566.23 2,100.021.35
20100 Corrections 22 900.00 0.00 19,751.48 0.00 14,635.50 0.00 28,115.98 0.00 28,115.98
20200 Environmental 37,750.00 0.00 14,865.10 0.00 11,438.88 0.00 4117622 0.00 41,176.22
20600 Emergency Medical Services 87,159.00 0.00 4490949 28,700.00 49,835.63 0.00 110,932.86 0.00 110,932 .86
20900 Fire Protection 118,386.00 0.00 93,863.00 0.00 52,081.48 0.00 160,167 .52 0.00 160,167 .52
21100 Law Enfercement Protection 0.00 0.00 20,000.00 0.00 20,000.00 0.00 0.00 0.00 0.00
21600 Municipal Street 146,671.00 247,694.00 403,357.89 251,300.00 730,385.88 0.00 318,637.01 0.00 318,637.01
30500 Gross Receipts Tax Proceeds 139,165.00 0.00 0.00 0.00 0.00 0.00 139,165.00 0.00 139,165.00
Project
50300 Wastewater/Sewer Enterprise 552 56400 627,000.00 1.251,796.99 0.00 923,035.18 0.00 1.548,325.81 0.00 1,548,325.81
Totals 3,051,357.00 1,254,919.65 3,404,938.68 0.00 3.152,107.35 0.00 112,566.23 4,446.541.75
FINAL BUDGET RECAP
Printed from LGBMS on 2020-08-05 16:57:15
Fund Cash Investments Revenues Transfers Balance Reserves Adjusted Balance
11000 General Operating Fund 1.,832,362.00 380,226.00 1,932,111.00 -89,535.00 2.054,303.00 2,000,861.00 171,191.92 1.829,669.08
20100 Corrections 28,116.00 0.00 20,500.00 0.0 18,000.00 30,616.00 0.00 30,616.00
20200 Environmental 41,176.00 0.00 12,500.00 31,500.00 22,176.00 0.00 22,176.00
20600 Emergency Medical Services 110,923.00 0.00 36,000.00 8,700.00 60,800.00 116,833.00 0.00 116,833.00
20900 Fire Protection 160,168.00 0.00 97,862.00 0.00 87,200.00 170,830.00 0.00 170,830.00
21100 Law Enforcement Protection 0.00 0.00 0.00 20,000.00 0.00 0.00 0.00
21600 Municipal Street 70,943.00 247,694.00 200,000.00 1.891,698.00 346,254 00 0.00 346,254 00
30500 Gross Receipts Tax Proceeds 139,165.00 0.00 0.00 -139,165.00 0.00 0.00 0.00 0.00
Project
50300 Wastewater/Sewer Enterprise 921,326.00 627.,000.00 1,493,353.00 0.00 1.516,652.00 1,625,027 .00 0.00 1.5625,027.00
Totals 3.304,189.00 1.2 5,333,641.00 0.00 5,680,153.00 4,212,597.00 171,191.92 4,041,405.08

3,304,189 +1253,920=4,559,10
Endina “BALANCE” in Q4 will tie to “CASH” + “INVESTMENTS”
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Here is an example of a 4th Qtr Recap Page at the top of the Slide. At the bottom you a Final Budget Recap Page. 
The 4th Qtr ending cash balance before reserves in the amount of 4,559,107.98 this amount rolls over to your final budget as the beginning cash. 

The 4th Qtr. ending cash balance can be split between the beginning cash and investments as long as the combined total equals to the total 4th Qtr ending cash balance for each fund. For example, look at the final budget recap page. The grant total of the beginning cash balance is $3,304,189 + the investment total of $1,253,920  for a grand total of  $4,559,109 dollars. There is a difference of $1.02, this due to the rounding we mentioned earlier. As you can see in this slide the 4th Qtr. reconciles with the final budgets ending cash and investments- the 4th qtr. ending cash balance rolled over correctly to the following years budget.

Please do not take the cash balances and split them all over to other funds during the budget process. The 4th Qtr cash balances must carry over to the beginning cash exactly as stated on the 4th qtr. If you want to move cash balance around, you must process a BAR prior to submitting the 4th qtr or wait until your budget is approved to process a BAR. Remember your Governing Body as a whole are the only ones that can adjust the budget.





SUPPORTING SCHEDULES
REVIEW

» Supporting Schedules consist of:
» Property Tax Calculation for Budget
« Debt Schedule
« S-5 (optional)Reserved revenues for a specific project
 Revenue Checklist
« S-2 Insurance
« Salary & Personnel
« County Elected Officials (Counties Only)
« Investments-If applicable
All forms can be found on the DFA website at:

https:.//www.nmdfa.state.nm.us/local-government/budget-finance-
bureau/budget-forms/
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Supporting Schedules must be submitted with your Interim or Final Budget. These forms must reconcile with your budget.

The Property Tax Calculation form: You can attain this information from your Assessors Office as well as from our website as shown on the slide. You would go to the property tax tab to find the valuation and tax rate to complete the form.

Also, please compare the tax information to your historical data to ensure you are not overstating the property taxes beyond 10%; if it is increasing beyond the 10%, please let your analyst know of why such a high increase.  The best way to communicate this information is to explain it on the Budget Work Plan Questionnaire.

The S-5 is an optional form, This form is use if you are planning a project later in the year such as play-ground at one of your Parks. You have allocated $10,000 from your general fund  to complete this project. You would complete this form to show that $10,000 of your general fund ending cash is committed to a project. This information is helpful to your Analyst while reviewing any Department Of Transportation Hardship Waivers in the event you applied for a project waiver requests. When the Analyst sees the $10,000 committed funds in this form that amount is extracted from your general fund cash balance.

The revenue Checklist must be completed and reconciles with your budget.

S-2 is where you list your insurances

Salary & personnel worksheet- If you have a large amount of employees, you can submit your internal personnel report showing the amounts and benefits.

For counties you must submit the salaries of all your elected officials, as per the County Classification Statue.

Again, all supporting documentation forms can be found on the DFA Website as shown in this slide. If you run to problems and you cant find the forms contact your analyst.



APPROVAL STAGE

 Interim Budget is due June 15t and must be entered in LGBMS
On or before July 15" budget approval granted by BFB
> By July 31" A minimum of 1 public final budget hearing should have occurred:
= Final budget must reconcile with the 4™ Qtr.- June 30™, ending cash balance should
be the beginning (Unrestricted) cash and the Final Budget should have been
approved by the governing body via Resolution
> By July 315 the budget should be submitted to BFB on LGBMS, to included all supporting
documents as required by BFB
« August - Local finance staff must be available to respond to BFB questions and make
requested revisions to the budget

« September- First Monday of September the Final Budget must be
Reviewed and certified by BFB
» Budget Certification Rule (NMAC 2.2.3)
= Full Certification- Audits current
= Conditional Certification-untimely audits and/or incomplete reprf
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Reminder: 1 Budget 2 Stages
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Approval Stage has two stages: 1st stage the interim and must be submitted in LGBMS on or before June 1st. During the month of July your analyst is reviewing the interim to ensure a balance budget. On or before July 1st the Budget & Finance Bureau will grant approval. Once the interim budget is approved it will be pushed and become your final budget locking all line items except for the cash and investments. 

The 2nd Stage is the final budget which must be submitted on or July 31st. The final budget’s beginning cash should have reconciled with your June 30th  bank statements. The final budget also requires an approved governing body resolution and all supporting documents. These supporting documents need to be up-load with your budget under the files tab.

The Analyst review the final budget in the month of August and must meet the 1st Monday in September deadline. Please- Please make sure you are available to answer any questions or make revisions in LGBMS. Please do not assume your budget will be approved just because you submitted. If you are going on vacation, make sure you leave someone in charge that understands the budget and can make any corrections if needed.  Please be prompt in responding back to your Analyst; remember your analyst has on average 36 entities to review and certify on or before September 1st. 	

There are two types of budget Certification. 1- is a conditional and the other is full certification.

What causes a Conditional Certification? Untimely Audits or a failure to submit complete data and/or the Governing Body resolutions approving the 4th  Quarter and/or final budget. Please note the 4th Qtr. and Final budget requires  an approved governing body resolution at the time of submission and should be uploaded in LGBMS under the files tab. Once you receive your budget certification letter make sure this information is be part of your governing body minutes at the next meeting.

Full Certification means your in compliance with the Audit and all documents have properly been submitted with the 4th Qtr. and final budget, and no further action is required. 

If you received a conditional certification: that means your audit has not been submitted to the State Auditor or the incomplete LGBMS data or supporting documentation were not submitted. 

How do you change the Certification?
You need to submit your audit to the state auditor, or if you failed to submit a resolution or supporting documentation. Once BFB receives confirmation the state auditor released your audit, or your entity submitted the missing documentation your “Conditional Certification” will change to Full Certification and a letter will be sent to you with this notification. Upon receiving the new certification, please make sure it is part of your governing body minutes.

Reminder 1 Budget-two stages. The interim revenue and expenditures should be accurately close to your final budget except for the reconciled 4th Qtr. ending cash balance that becomes your new beginning cash balance of your new budget.


 BUDGET RESOLUTION: governing body must adopt a budget by resolution and
submif to BFB for approval on or before July 315t
« 4t Quarter Financial Report must be approved by resolution and submitted to BFB

for approval on or before July 31+,
 End of Year State BARS must be approved by resolution and submitted on or

before July 31¢.
« Budget Discussions Subject to Y“OPEN MEETINGS ACT; NMSA, 1978,

Chapter 10, Article 15
« Budget Hearings-must hold a minimum of one (1) budget hearing
 BFB Cash Balance Reserve Requirements*:
> County General Fund 3/12th
> County Road Fund 1/12h
> Municipal General Fund 1/12th

(*Special exception made for FY2021 and FY2022 due to COVID-19)

« Supporting Schedules that RECONCILE with the Budget
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Requirements
End of year BARS should be processed prior to submitting the 4th Qtr. to avoid any exception messages.
4th Quarter and Final Budget are due on or before July 31st and they both require an approved resolution and must accompany both reports.
As per the Open Meetings Act you are required to hold a minimum of 1 public budget hearing. For more information on this please visit statue, which is listed on this slide.
BFB Cash Balance Reserve requirements are as follows:
Counties are required to have 3/12th- meaning 3 months of the 12 month calendar year based on the general fund expenditures
 County Roads is 1/12th 
Municipalities 1/12 based on the expenditures, in the general fund. 

However, due to the COVID pandemic the Budget & Finance Bureau has waived the reserve requirements.  Which means your ending adjusted ending cash balance after the reserves is allowed to operate in the negative.

 The cash balance BEFORE reserves must be in the positive or a zero balance. The take-away here is your cash balance before reserve cannot be in the negative. Your analyst will send it back for revisions.

The LGBMS Security Access Form (SAF) must also be renewed yearly. Make sure to properly completed and up-loaded forms for all your staff that needs LGBMS access in the files tab and submitted with your final budget.


ECUTION STAGE

* Load BFB certified/approved final budget to your accounting system
« Manage the budget:
» Accounting, purchasing, debt management, efc.

« Adjust the budget:

» Any budget increases to revenue & expenditures at the Fund level
(STATE BAR) requires BFB approval and BFB Analyst will receive
notification email from LGBMS.

» Audit adjustments, transfers of cash, both permanent and temporary,

between funds

» Any transfers of budget within a Fund (LOCAL BAR) does not need
BFB's approval and will be automatically approved once submitted
on LGBMS.


Presenter
Presentation Notes
Executions Stage:
BFB certified/approved budget should be loaded or verified to your internal accounting software. Remember LGBMS should be a replica of your internal budget making sure that all revenues, expenditures and transfers are appropriately budgeted on LGBMS.

Day-to-day operations takes place by purchasing items, debt payments, salaries, so on so forth.
It is recommended to process Local and State BARs regularly to avoid any exception messages, operating with a negative cash balance or exceeding budget authority.

Again, Local BARs do not need DFA’s approval, once you submit it will approve automatically-please follow your internal policies in place for local/maintenance BARS. State BARS require DFA’s approval, and an approved resolution is required, please make sure your BAR has the resolution attached when submitted to DFA. A common error we see is the BAR is submitted and there is no resolution or supporting documentation.

Please note: if you comingle a State BAR with your local bar,  it will not automatically approve, because it needs DFA’s approval. The best thing to do is process local bars separately from the State BARs.

Please make sure to send a completed Security Access Form (SAF) form for any new staff.  The SAF is also needed to remove access for staff no longer with your local entity.
 


REVIEW STAGE " —

The final stage is the audit which is a basic review of all the processes
in the budget cycle. The audit stage provides the entity a tool that
measures its compliance with state and local statues and measures
operations effectiveness.

Share, educate staff how to read and monitor their budget
regularly.

Budget status reports should be shared with the governing body aft
least quarterly, but preferably on a monthly basis as an informational
item.

Audit corrective action response plans should be aggressively
Implemented and monitored as soon as possible to resolve the audit
finding.


Presenter
Presentation Notes
Review Stage

The final stage is your audit, this is a tool that measures compliance with your operations against the state and local statues. This is done by your independent auditor.

If you do receive Audit findings, please be aggressive in implementing and monitoring the corrective actions as soon as possible to resolve the audit findings.

Many times, your audit findings are due to staff not knowing the policy and procedure; please take time to educate your staff on polices and procedure and how to monitor and read their budget.

It is highly again “highly” recommended that all your quarterly reports are presented to your governing body as informational items; 1st, 2nd and 3rd do not require resolution, however, the 4th Qtr. does require an approved resolution. 
By presenting the quarterly reports as information to your governing board strengthens their knowledge of your  entity’s financial position.	



QUESTIONS?
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