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Agenda

* Brief Overview of LGF

* Budget — Education
 Utlities and the County

* Financial Health Metrics

* Introduction to Seven Keys
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Division of Local Government Finance

Contact Information by Region

W

wery | "0BERTSON/ suen i MM S (J CLAIBORNE
o SCOTT
JACKSON
HENRY TOUSTON \ OVERTON iy
DAVIDSON TNAM
DICKSON WILSON Lod MORGAN  ANDERSO
UMPHREYS
KNOX
CARROLL DEKALB CUMBERLAND

WILLAMSON NI

ROANE

HICKMAN SEVIER
ON
WARREN BLOUNT
PERRY MAURY RHEA
A LEWIS BEDFORD | COFFEE 2y,
MONROE
GRUNDY: o
QUAT/
WAYNE
HARDIN GILES AMILT
AWRENCE LSO MARION RADCEY ok
. Region 1 . Region2 Region 3 Region 4
Adam Tschida Ben Johnson Charlie Lester Tara Bergfeld
Data Manager Senior Financial Analyst Senior Data Analyst Senior Policy & Fiscal Advisor

615.747.5340
Adam.Tschida@cot.tn.gov

Region 10

Nate Fontenot

Financial Analyst
615.747.5238
Nate.Fontenot@cot.tn.gov

615.747.8831
Benjamin.S.Johnson@cot.tn.gov

Region 9

Alex Lucas

Financial Analyst
615.401.7938
Alex.Lucas@cot.tn.gov

615.401.7762
Charlie.Lester@cot.tn.gov

. Region8

Meghan Denson

Senior Analyst
615.747.5379
Meghan.Denson@cot.tn.gov
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615.401.7730
Tara.Bergfeld@cot.tn.gov

Region 7

William Wood

Financial Analyst
615.401.7893
William.Wood@cot.tn.gov

SULLIVAN
HAWKINS
CARTER
GREENE
COCKE

ﬁ Region 5

Lori Barnard

Senior Financial Analyst
615.747.5347
Lori.Barnard@cot.tn.gov

Region 6

Ross Colona

Assistant Director
615.401.7943
Ross.Colona@cot.tn.gov
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Education Budgets

The most cited budget letter issues:
 Structurally Balanced Budget

* Extreme Use of Fund Balance

e Cash Management—Low Cash

e Cash Overdraft in SFPF
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Utilities
Very few counties run utilities; however, counties:

* Appoint utility district board members
e Should be aware of the health of the utilities in their county
e Should be an advocate for consolidation of utilities when it makes sense.
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Financial Metrics

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

Financial Health Metric Description No Concern  Concern

. Do we have enough cash reserves to manage Greaterthan
Cash as a Percent of Expenditures . 15% to 8%
cash flow and fund unexpected spending? 15%
Cash divided by Current Liabilities Do we have the ability to pay short-term Greater than
. L. 0.7x to 1.2x
(Cash Ratio) obligations? 1.2x

How much did we overspend last year? (A
concern exists when cash reserves are low.)

Change in Fund Balance as a Percent of

. Positive
Expenditures

0% to 2%

Decrease of

Distress
Concern

Less than
8%

Less than
0.7x

Decrease

greater
than 2%

For General Governmental Debt

For Counties, Metros, and
Municipalities with a Property Tax -
General Governmental Debt as a
Percent of Assessed Value*

How burdensome is our debt load? Lessthan 8% 8% to 10%

For Municipalities without a Property
Tax - General Governmental Debt per
households as a Percent of Median
Household Income

How burdensome is our debt load? Less than 8% 8% to 10%
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County Financial Data

Metrics For General Fund 2020 2021 2022 2023 2024 2025
Cash Balance Below 15% Expenditures 6 2 0 0 0 0
Cash Balance Below 8% Expenditures 5 0 4 3 1 1
Not Enough Cash to Pay all Current Liabilities 2 0 1 0 0 0
Use of Fund Balance 19 4 14 23 20 24
Debt to Assessed Value Over 10% 4 1 1 0 1 2
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Sample County g4

Select Fund

Select Fiscal Year

Financial Data

Sample County

General

Margin Metric

v 0.9%
Total Inflows
Cash / Liability Ratio Cash / Exp Metric Debt Metric $45.77M
o o Total Outflows
10.0x 48.6% 1.9% $45.37M
Cash Cash Governmental Debt Sum of Change in Fund Balance
$21.97M $21.97M $38.13M $395.58K
Liabilities Sum of Expenditures Assessed Value Sum of Expenditures
$2.19M $45.24M $2.03bn $45.24M
10w
5x 1
A EREE-RAN | R SAN )
1] 20 % 150% 12% -5% 10%

Target: Greater than 1.2x

Cash / Currant Lizbilities

Target: Greater than 16%

Cash [ Expenditures

Target: Less than 8%

Debt | Azzessed Value

Target: Positive Trend

Chnz Fund Bal / Expenditures
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Financial Data

Sample County

Sample County v
Select Fund General
Margin Metric
Select Fiscal Year 2 01 9

2019 v -30.9%

Total Inflows
Cash / Liability Ratio Cash / Exp Metric Debt Metric $3.12M

o o Total Outflows
0.5x 3.5% 6.0% $4.52M
Cash Cash Governmental Debt Sum of Change in Fund Balance
$157.48K $157.48K $8.56M ($1.40M)
Liabilities Sum of Expenditures Assessed Value Sum of Expenditures

$334.98K $4.52M $142.36M $4.52M

)

(e

{1 30%

J

e

Target: Greater than 1.2x

Cash / Current Liabilities

Target: Greater than 16%

Cash / Expenditurss

Target: Less than §%4

Debt / Azzessed Value

Target: Positive Trend

Chngz Fund Bal / Expenditures
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Select County

Financial Data

Sample County

Sample County A
| SelectFund | General
General
e ~ 2025 Margin Metric
2025 v 1.1%
Total Inflows
Cash / Liability Ratio Cash / Exp Metric Debt Metric $5.13M
Total Outflows
: 70.2% 3.6%
26.5x $4.80M
Cash Cash Governmental Debt Sum of Change in Fund Balance
$3.33M $3.33M $6.64M $335.06K
Liabilities Sum of Expenditures Assessed Value Sum of Expenditures
$59.01K $4.75M $184.04M $4.75M
132 Ex 13
O Sl o 150% 12% 5%
Target: Greater than 1.2x Target: Greater than 16% Target: Less than 8% Target: Positive Trend
Cazh / Current Liakalities Cash / Expenditures Diebt | Azzessed Value Chng Fund Bal / Expendrtures
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Financial Data

Cash / Expense
Sample County
Sample County ~ Above 16%
Target
/== General
General e slight Concern
Below 8%
Concern
[ Cash /Expense |

| Debt / Assessed | 505
| Liabilities / Cash |
| Margin |

S0%

30%
20%

10%
2010 2015 2020 2025
Augit Year €/
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Financial Data

sample County v Sample County Debt / Assessed
[ SelectFund @ | 3%
S Most Recent Audit
General R G e n e ra I 3%
Prior Audit

| Cash/Expense | =%
| Debt/Assessed |
| Liabiiities / Cash |
[ Margin | 5%

3%

28
2008 2010 2012 2014 2018 2018 2020 *
ear

Audit ¥ T $ =
—— State Median County ENNESSEE
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Financial Data

Sample County
Sample County A
| selectfund |
. General
Genera h
SS0M
S40M

530M

520M

.
-
SOM
2010 2015 2020 2025 *
Audit Year
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Cash Relative to General Fund Expenditures Metric | FY 2025 Debt Relative to Assessed Value Metric | FY 2025

Contacts: tncot.cc/lgf-contacts | Email: LGF@cot.tn.gov

Cash on Hand Cash to Expenditures Trend
0 0
$21,966,065 49% 65% General Government Debt 2%
Annual Expenditures of Anr_nual _Expengiltures can oo, $38, ] ratio of outstanding debt
be paid with available cash o / \ relative to assessed value
$45,238,551 a5t / r Assessed Value
Using only cash, No Concern N /’———-‘ The estimated property tax No Concern
the County could fund 35% V4 base, or portion of appraised
177 30% V values within the County,
Target: Above 16% 25% subject to property taxation Target: Below 8%
days of average expenditures 20%
before exhausting cash Average: 52% 15% $2,034,838,362 Average: 2%
10%
reserves
5%
As a best practice to reduce financial risk, cash reserves sufficient to cover at least two months, or 0% As a best practice to maintain financial flexibility, debt limits or acceptable ranges should be set.
60 days, of average expenditures without using additional financial resources should be maintained. wie 20172018 2019 Wi 2023 2028 2025 One recommendation is keeping total governmental debt below 8% of assessed value.

Comptroller Budget Review | FY 2025

To qualify for a budget certificate, an entity must:

For more information: tncot.cc/budgetcertificates

General Fund 10-Year Financial Trend | FY 2016 - FY 2025

ek

545,000,000

Budget Status $40,000,000
Standard Approval $35,000,000
Budget Certificate 730,000,000
Yes $25,000,000

520,000,000

2016

2017 2018 2m9 2020 2021 2022 2023 2024 2025

I Revenue and Other Sources [ Spending and Other Uses [ Cash [ Fund Balance

Avwditad Grnarnrial Aats 11eard +4 mreadiicea matricre arnd framnd infarrmatiarn ars vahid ac Af hwma 20 9090

$15,000,000 4 y
Adopt a budget on or before fiscal year end T
File budget with COT Local Government Finance within 15 days of adoption 710,000,000 EN N E S SEE
Have no issues during budget review $5,000,000 COMPTROLLER
Not be under oversight of Tennessee Board of Utility Regulation
’ o o OF THE TREASURY
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Resources

Local Government

AboutUs v  Office Fundtions v  Boards v

Guidance

Seven Keys to a Fiscally Well-Managed Government
Investments

Finance Glossary

Pension Plans

Contacts

Other Post Employment Benefit (OPEB) Trusts

Search Comptroller

Seven Keys to a Fiscally Well-Managed
Government

Building A Strong Budget For A Resilient Government
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Building a Strong Budget

Watchon (B YouTube

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, whee
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 revenue from selling assets,
restructuring debt, spending savings, or deferring maintenance indicate the budget is not

DIVISION OF LOCAL GOVERNMENT FINANCE

A7)

¥
TEN NESSEE
COMPTROLLER
OF THETREASURY

SeveN KEevs To A FiscaLLy
WELL-MANAGED GOVERNMENT

For more information, visit tncot.cc/7keys

Bunping A StronG BupGer
For A RESILIENT GOVERNMENT

Structurally Balanced Budget — A budget is seructurally
balanced when recurring revenues are sufficient ta pay
recurring expenditures. Recurring revenues can be relied on
every year (property taxes, sales taxes, wheel taxes). Recurring

expenditures are thase required for normal governmental

=19

operations (debt payments, salaries, pension
payments). Using overly aptimistic revenuc

projections or underestimating expenditures,

as well as relying on one-time revenue from
selling asscts, restructuring debr, spending

savings, or deferring maintenance indicare the budger is not

strucrurally balanced. [TCA § 9-21-403]

Cash Flow Management — A local governments abiliry to

track haw much revenue is coming inta the government
and how much is going our is vital ta irs fiscal health. Local
govemments that rely heavily on property taxes will need
larger cash reserves to fund governmental
services until gax revenue is received. Prior
ta its adoprion, the budger must contain

adequate revenues along with cash on hand

®

to fund the government throughout the
year. In addition, local governments need 10 have plans in

place if additional sources of liquidity sither intemally

(interfund tax anticipation notc “TAN") or cxtcrnally

A §9-21-801]

(bank issued TAN) prove to be necessary: [

Forecasting Budgetary Amonnts — Mechanisms for forecasting
revenues and expendirures char consider economic trends
and growth rates provide for reliable revenue estimares.
Local governments that do not rouinely
PN forccast budgerary amounts may find revenues
overstated and expenditures understared
§9-21-403]

Prannivg For Unknowns

Rainy Day Reserve — Beyond liquidicy ﬁe

management, local governments need to

have reserves for unforescen evenss like natral

disasters or cconomic downrurns. A government thar creares a
rainy-day fund should ar times cxpect to use the rescrves, bur

also have a policy for replacing the funds.

Contingency Spending Plans — Knowledge of whar part of
a budget is discretionary and can be legally and pracrically

cut is necessary for dealing with unforescen circumstances.
Ifan event decreases a significant revenuc source of increases
spending during a year and revenucs cannor be adjused
quickly then curs o expendirures arc necessary. Prior planning

as to what cuts will be made will expedite the recovery.
Pranning For ToMORROW

Long-Term Lishility Planning — Debr,
pension, and OPEI

payments are set

amaunts in the annual budger. The larger

these payments are, the less ability the
goveming bady has to make changes to
the budger. Ongoing decisions of whether to issue additional
debit or to make changes to bencfits have a direct budgetary

impact that must be considered. When the repayment of

long-term liabilitics compri

a large percentage of the budger,
nsistent of the s obl

is essential.

Multi-Year Financial Planning — Having a plan that
considers the long-term affordabiliry of programs or projects
befare they become an item in the annual budget is crucial.
Assets will need ta be replaced, maintenance performed, and
programs cxpanded: advanced planning of these items will
help ensure the funding is available in the furure.

Seven Keys To A Fiscally Well-Managed Government
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https://comptroller.tn.gov/office-functions/lgf/resources/keys-to-a-well-managed-government.html

Seven Keys to a Fiscally Well-Managed Government

A B C
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

UNDERSTANDING THE COMPTROLLER’S REVIEW OF LEA BUDGETS




Division of Local Government Finance

Contact Information by Region
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Nate Fontenot

Financial Analyst
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Financial Analyst
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