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Agenda

* Brief Overview of LGF

* Comptroller’s Financial Excellence Award
* What is Financial Excellence

* Financial Health Metrics

* Introduction to Seven Keys
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Comptroller’s Award for Financial Excellence

FvanciaL EXCELLENCE AWARD
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Comptroller’s Award for Financial Excellence

o The Comptroller’s Financial Excellence Award

o recognizes and congratulates local governments that
have taken the initiative to implement and maintain
excellence in the following areas:

Frxasciar Exceiies

Budgeting

Debt Management

Financial Management

Financial Oversight and Accountability
Financial Reporting and Transparency
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Comptroller’s Award for Financial Excellence

Items needed for the award:

Fiascis EXCELLENCE AWARD

Budget certificate and no overspending appropriations
Debt rating of (AA/Aa) or higher or no rated debt
No audit findings

A CMFO or CCFO

Operating funds inline with COT Financial Metrics
Adopted financial policies

Timely filed audit and no modified opinions

Budget and audit published on website
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Financial Excellence
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Annual Budget
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Counties/Metros — 27%
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Annual Budget Certificate

1. The budget was adopted on or before the fiscal year end.
2. The budget was filed with our office within 15 days of adoption.
3. No issues of concern were raised during our review of the budget.

a. Budgets should be based on reliable estimates, structurally balanced,
provide for cash liquidity, allow for adequate reserves, be monitored
throughout the year, and be amended, as necessary.

4. The local government is not currently under the oversight of the Tennessee
Boatd of Utility Regulation.
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Budgeting

What is Budgeting Excellence?
* Early start and timely adoption 1

* Structural Balance

¢ Liquidity

* Reliable estimates

* Monitoring

* Timely amendments
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Debt Management

What is excellence in debt management?
* Affordability

* Debt coverage

¢ Long-term liability planning

¢ Debt management policy compliance
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Financial Management

What is excellence in financial management?
* No audit findings
* In compliance with CMFO Act or a CCFO/CPA on staff at each accounting office

¢ Demonstrates financial strength pursuant to the financial health metrics outlined in
the Comptroller’s debt and budget manuals
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Financial Oversight and Accountability

What is excellence in financial oversight and accountability
* Adopted and reviewed financial policies

* Not under TBOUR for financial distress or training noncompliance
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Financial Oversight and Accountability

What is excellence in financial oversight and accountability

Comptroller Award Eligibility
Financial Policies

Also Required by TN Law or
TN State Funding Board Guidelines

Budget Adoption Calendar
Budget Menitoring

Capital Asset Management

Cash Management

Cybersecurity Plan

Debt Management

Fund Balance / Unrestricted Net Position
Internal Control
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Financial Reporting and Transparency

What is excellence in financial reporting and transparency

* Timely audit filing

* No significant deficiencies in audit

* No modified opinion related to financial accounting or reporting

* Financial data and budget published on website
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Financial Metrics
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Financial Metrics

For Governmental Operating Funds
(General Fund, General Purpose School Fund, and Other Funds with Recurring Payroll Expenditures)
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Financial Metrics

For tilty Systems
(Utility Systems Operated by a City/Town, County, Metro Gowt, Utility District, Authority, or Joint Venture)

Cash asa Percent of Cash Expenses cash flow and fund unexpected spending? 15% 1s%to 8% 8%
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Ratio** debt service? 1200 (A 1.20%
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County Financial Data

Metrics For General Fund 2022 2023 2025

Cash Balance Below 15% Expenditures 0 0 0 0

Cash Balance Below 8% Expenditures 5 4 3 1 1

Not Enough Cash to Pay all Current Liabilities 2 1 0 0 0

Use of Fund Balance 19 14 23 20 24

Debt to Assessed Value Over 10% 4 1 0 1 2
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Metrics For General Fund

Cash Balance Below 15% Expenditures
Cash Balance Below 8% Expenditures
Not Enough Cash to Pay all Liabilities
Debt to Assessed Value Over 10%

2020 2021 2022
6 1 2
6 7 1
7 5 4
7 5 7
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Municipal Financial Data

2023
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2024 2025
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Financial Data
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sample County

Contacts: tncotcefigt-contacts | Emai: LGF Geot tn.gov

Fiscal Year: 2025
Cash Rolativa ta Genoral Fund Expencitures Metric | FY 2025

Cash on Hand Cash to Expenditures Trend

521,966,065

Goneral Gavornmont Debt
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Annual Expenaitures
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Best Practices

Policies and Procedures

Fund Structurally Cz

ash
Balance Balanced Flow

Policy Budget Management
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Best Practices — Fund Balance Policy

* Establishes guidelines for the level of unrestricted fund balance.

* Unrestricted Fund Balance = committed + assigned + unassigned

* Why unrestricted fund balance?
Constraints on spending, if any, are controlled by the local
government. Unrestricted fund balance reflects expendable
available financial resources.

* GFOA recommends a minimum of 2 months of operating revenue or

expenditures for operating funds, such as the general fund. 7
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Best Practices — Fund Balance Policy

Improves and maintains financial stability.

Supports long-term financial planning.

Protects from unforeseen budget situations: declining tax collection
rates, loss of a major taxpayer, sudden changes in revenue or
spending requirements, natural disasters, major infrastructure
failures, and unexpected litigation.

REDUCE RISK
|

- Aot A Funp Bauance Poucy!

EIBeSmart & Be Prepared & Be Proactive Reduces your local government’s risks to revenue shortfalls and

- | unanticipated expenditures.

Strengthens credit rating. Rating agencies monitor unrestricted fund
balance. The ability to intentionally maintain healthy rescrves is a
common characteristic of highly rated local governments.
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Best Practices — Structurally Balanced Budget

A budget is structurally balanced when recurring revenues are
sufficient to pay recurring expenditures. Recurring revenues can be
relied on every year (property taxes, sales taxes, wheel taxes). Recurring
expenditures are those required for normal governmental operations
(debt payments, salaries, pension payments). Using overly optimistic
revenue projections or underestimating expenditures, as well as relying
on one-time tevenue from selling assets, restructuring debt, spending
savings, ot deferring maintenance indicate the budget is not structurally
balanced. [T.C.A. § 9-21-403]

Source: Seven Keys to a Fiscally Well-Management Government
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Best Practices — Cash Management Policy

* Establishes guidelines for managing public dollars.

¢ Sets minimum amounts for cash reserves.

* Ensures liquidity so that cash is available when needed.

* Considers financing needs and addresses financial risks and costs,
such as interest.

* Addresses interfund transactions: transfers, reimbursements, and loans.

* Ensures statutory restrictions on authorized investments are fulfilled.
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Seven Keys To A Fiscally Well-Managed Government

Seven Keys toa Fiscally Well-Managed
Government

B
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Seven Keys to a Fiscally Well-Managed Government

A B ©
Building a Strong Planning for Planning for
Budget for a Resilient Unknowns Tomorrow
Government
1. Structurally Balanced 4. Rainy Day Reserve 6. Long-Term Liability
Budget 5. Contingency Spending Plan
2. Cash Flow Management Plans 7. Multi-Year Financial
3. Forecasting Budgetary Planning
Amounts
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DIVISION OF LOCAL GOVERNMENT FINANCE
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The most important action a governing bosdy takes each
of the annual budger,

For more information, visit imcot.cclguidance

the level of spending +
monltond thowghout ey e

government should closely review

budget, dlected officials cstablish spending aud
<

 reduction of crin, while another's may
ex parks and sidewalks. Whtever the plan,
he hudget is ot monitored to ensuse that public dollars
are spen as intended, problems can occur.

BupGeT 10 AcTual MoxTioniNG =
Afie the gverning body approves the budger, | ===

the members will need updates on how the
plan i going, Reviewing budget to actual reports frequently
thrughant the year is the mast effective way for the

governing bady to maingin a well managed budger.
Budge 0 actwal comparisons show hew close the budge
estimates ate, i changes 1o the budges are needed,
everyshing is on fanned. A n accounting

fuel and

nd mainwenance: and |

anges should be forceast throughout
wemainder of the fiscal year,

Carroa EXPENDITURES
Maost capital expenditures tend 1o be planned wel in
advance, but cost averruns on large capital
a3 small eeplacement iterms, can add up t
budget. Local governments should frequ
angoing capical projects and ask department heads for
updates on their plans to replace icems
di be made if necded.

data ic essential o make usefol budges t0 actual reposts,

and timelincss in reviewing the information i vits.

@ 9 Rreuus
@O  Revenucs are mericulously forccast during
ihe budge: garation phase. g

Itis important w know in advance what
the funding source i for capical project

AMENDING THE BUDGET

Budget Monitoring

Budget monitoring is a formal set of processes for comparing
budget to actual results and acting upon those results.

Local officials must not only adopt a balanced budget; they must
maintain a balanced budget throughout the fiscal year.
Monitoring is key to maintaining a balanced budget.
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Budget Monitoring
&% I &

* Adopt a formal process. * Limit monitoring to expenditures.
* Review budget to actual reports at * Amend the budget after the fiscal year
least monthly. end or amend for the entire year in a

“June batch”.

y a s
* Include cash as part of your budget Fogget o 11001.(th t{]e most recen}t}
SRS audit to identify where you may have

* Amend before you spend.

.
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i our publication “Steps to a Well- Managed Budget” sve
dliscus the importance of monioring and amending the

et as meded. In is folloe-up publcation e addvess
questions we nto reeived  his topic with bes practice

repone o thoe questions.

Q: HOW OFTEN SHOULD A GOVERNING BODY
RECEIVE A BUDGET TO ACTUAL REPORT?
As Our office recommends individual board members

teceive  mohly bidget 1 acvual report wih updated

financial information as of the most recent month for
cach budgered und,

Q: AS A BOARD MEMBER, WHAT SHOULD | LOOK
R IN THE BUDGET TO ACTUAL REPORTZ
4 The report shows you year-to-date acual revenue and

ed 10

passcd and the impact to fund balance for net posiion).
Ak pouself

FREQUENTLY ASKED QUESTIONS

For more informatian, visit tncat.celguidance

7 P v
by their nasue do not occur cach monsh and mondily
variances are expected. Howeve, you want 1o be sure o
iy atention and ask questions when budget variances are

unexpested. Your finance seaff will be a valuable support.

Q: WHAT OTHER FINANCIAL DATA SHOULD THE
GOVERNING BODY RECEIVE AND HOW OFTEN?
As Ava minimum, and in addition to the budget to actual
eepoe, o office recommends the goncrning body receive:
* current cash balances for cach fund
* updates from finance saffon the budget status for each
fund, identifying any necded amendments to the budger
Additional recomnmended items inclue:
* updated cash flow forccasts
+ multiyear historical nancial data that shorws the hisary
of recurring and non-recurring reveac and expenditures!
expenscs, asers, iabiliies, and fund balances
- mu

car historical data and rarias 10 support

FivanciaL EXCELLENCE AWARD
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OF KNOX COUNTY

Financial Excellence S ——
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Metmopalitn Government of
Nashrilbeand Davidson County

West Ko Unliy Districe
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