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BUDGETing
A budget is a monetary plan, communication tool and a legal binding contract.
The budget process can be broken down into four (4) basic stages:

	Stages
	Techniques/Areas

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

	2.  Approval
	Review of information developed in preparation stages

	3.  Execution
	Accounting, revenue administration, expenditure administration, purchasing, cash management, and investments

	4.  Review
	Auditing
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DEADLINES:
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} 



- Budget approval resolution due
- Fiscal year-end financial reports due
- Year-end budget adjustment due

REQUIREMENTS:
· 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.

· BUDGET HEARINGS:  governing body should hold budget workshops and hearings as needed but must hold a minimum of one (1) budget hearing.  
· LGD Cash Balances Reserve Requirements:

Municipalities:


1/12th of the budgeted GENERAL FUND EXPENDITURES must be maintained in the fiscal year ending cash balance on June 30.
Counties:


3/12th of the budgeted GENERAL FUND EXPENDITURES must be maintained in the fiscal year ending cash balance on June 30.

1/12th of the budgeted ROAD FUND EXPENDITURES must be maintained in the fiscal year ending cash balance on June 30.

This requirement helps maintain an adequate cash flow if there are shortfalls in gross receipts and property tax collections.

Additional portion of the general fund cash balance can be reserved by direct action of the governing body. The action to set up a reserve must specify the purpose, the amount and the expected date for its use.  
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General Fund – non-restrictive, used for operating purposes
Special Revenue Funds - account for the proceeds of specific revenue sources that are legally restricted to expenditure for specific purposes

Capital Projects Funds - account for financial resources to be used for the acquisition or construction of major capital projects
Debt Service Funds - account for the accumulation of resources for the payment of general obligation and long-term debt principal and interest.

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
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.

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 funds, (c) pension trust funds and (d) agency funds.  i.e. motor vehicle, meter deposits, etc.
BUDGET ADJUSTMENT Requests (BARs):
Chapter 6, Article 6 of the New Mexico Statutes Annotated (NMSA) 1978 requires the Local Government Division (LGD), Budget & Finance Bureau to:

· REVIEW AND APPROVE BUDGET ADJUSTMENT RESOLUTIONS (if applicable)

THE LOCAL GOVERNMENT DIVISION INTERPRETS SECTION 6-6-6 TO APPLY TO A FUND’S TOTAL BUDGET.  IF A FUND’S TOTAL BUDGET IS NOT OVERSPENT, THEN THE FUND IS IN COMPLIANCE WITH SECTION 6-6-6.

ADJUSTMENTS REQUIRING LGD APPROVAL:





Increases and/or decreases to budgeted revenues (fund level)





Increases and/or decreases to budgeted expenditures (fund level)

 



Transfers, in or out (between funds)


Transfers of cash, both permanent and temporary (between funds)


Any combination of the above

ADJUSTMENTS NOT REQUIRING LGD APPROVAL:
  Still requires action by the governing body
 
Transfers of budget between departments within a fund

 
Transfers of budget between line items within a department within a fund.

ALL BARs MUST BE approved by the governing body (regardless if they need to be approved by LGD or kept internal) and should be reviewed by the effected department heads within the entity.  

Entity should not process any adjustments prior to getting proper authorization from required level of authorization.  

Budgeting DO’S AND DON'TS 

· Never budget recurring cost, i.e. full-time equivalent (FTE) 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. 

· Try to minimize the number of funds established. 
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