Budgeting 101

A brief look at what a budget
IS and how to make one


Presenter
Presentation Notes
Presentation to the state-wide California Association of Standards and Agricultural Professionals. What is involved in developing and following a budget.


A budget Is a plan

 Allocates resources
e Specifies purchases
o Anticipates workload

* Relies on prediction
and past experience




Budgets are a year-long process

Estimates
Projections
Preparation

Approval

Control/Monitor


Presenter
Presentation Notes
The steps in the budget process occur all year, not just during the springtime. Estimates of  the total expenditures and revenue at year end are required in October and January in San Bernardino County. An additional estimate is submitted with the proposed budget. Estimates inform and explain changes or deviations occurring in departments to the Administrative Office. In January, departments prepare a “projection” for next year’s budget needs due to inflation, salary increases, staffing changes, new equipment needs or changes in expected revenue sources. The actual budget preparation takes place in March and workshops and hearings are held for the Board and the public. Approval of the budget usually takes place before the end of June.

The most important part of the budget process isn’t the preparation but the daily monitoring and control of expenditures and revenue collection which must take place to ensure the department operates according to its plan and thereby have the resources necessary to accomplish its tasks.


Budget Types

e Line Item

e Performance (Goal)
 Program (Compares)
e Baseline (Increment)
e Zero Base

e Priority
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Presentation Notes
Budgets come in many forms.

A line item budget specifies expenditures and revenues by small subunits such as long-distance telephone charges, postage, general salary, vision care insurance, motor pool charges, etc. Each of the other budget types is usually always supported by a line item detailed budget.

A performance budget is a goal driven budget. Give me this amount and I will accomplish this. Give me this much more and I’ll do this as well.

Program budgets state how much it costs to do things like Pest Detection, Quantity Control or Pesticide Enforcement.

Baseline budgets use your current year’s budget as the base and then specify the changes being made. They generally require more justification for changes than the other budgets because the changes being made are very visible due to the format.

Zero-based budget, I’ll call them budgets from hell, require you to rejustify everything each year; why do you need five inspectors, why 3 cars and two trucks, why do you do this program, etc. They ignore the ongoing nature of governmental services and tend to be used only in years where the County is facing fiscal constraints.


Common Terms

Appropriations (Expenses)
Expenditures
Revenue/Reimbursement
Fixed Asset
Capital Improvement
Encumbrance/Accrual


Presenter
Presentation Notes
The easiest way to convince someone that you understand budgeting is to speak their language. Misusing appropriation when you mean expenditure and knowing the difference between revenue and reimbursement or fixed asset and capital improvement is important.

Appropriation = the amount of money you have to spend.

Expenditures = the amount you spent.

Revenue = an amount of money someone gives or will give you to do something.

Reimbursement = an amount of money that someone gives you after you have already spent money to do something.

Fixed Asset = usually an expensive piece of equipment, vehicle, furniture etc that is expected to last many years. For example a $6,000 copier.

Capital Improvement = usually a building, remodel, building repair or similar item. Usually a higher dollar and longer lasting than a fixed asset. 


More Terms

e A-87 Costs (2 CFR 225)
e Overhead

e Budget Change Proposal
(BCP)

e Local Cost (Net County Cost)
e General Fund


Presenter
Presentation Notes
A-87 costs are those costs associated with your department from other county departments such as County Counsel, the Administrative Office, the Auditor, etc. which are not directly charged to the department when a service is obtained (I.e. printing services, motor pool).

Overhead is the department’s cost to provide supervision, clerical support, telephones, printing, etc.

A budget change proposal is exactly what it says. Usually one is submitted due to a major change in a program or a new pest. 

Local cost is the term used to describe the net cost to the County for the department to perform its tasks.

The General Fund is the major fund used by the County for most of its departments. General Fund dollars come from property tax, sales tax, vehicle license fees, and many other sources including fees, revenue and reimbursements received by general fund departments. The Agricultural Commissioner/Sealer’s office is a general fund department. 


Total Appropriations

Total appropriations
are the sum of your Local
revenue and the
local cost allocated Cost
to the department.
All appropriations Revenue
are general fund
dollars. |



Presenter
Presentation Notes
This graphic illustrates the concept that local cost fills the glass up. If local cost is reduced, revenue must increase to keep the glass (total appropriations) full.


Appropriations/Expenditures

e Salaries and Benefits
o Supplies and Services
e Equipment

e |nterest

e Intra-fund

e Inter-fund
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Presentation Notes
Intra-fund appropriation/expenditures occur between departments in the same fund. For example, Ag/Wts payments to Fleet Services (motor pool).

Inter-fund a/e go between funds. For example payments to Ag/Wts for weed control performed for the Road Department. Roads are funded from a non-general fund account.

The Governmental Accounting Standards Board directive #34 recently being implemented changes the way Counties report and account budgetary information. The intent is to provide a more comprehensive view of the financial condition of the government entity by reducing the number of funds used for special projects and placing the functions “on-budget” instead of “off-budget”.


Making a Budget

Staffing level e Survivor Benefits
Pay level of staff  « | ife Insurance

Step Increases
Benefits
Worker’s Comp.
Long/Short Term
Disability
Retirement

Termination
Payments



Presenter
Presentation Notes
These are some of the things which must be considered when budgeting for salaries and benefits. When budgeting pay levels and step increases for licensed staff, you have to predict how successful they will be in passing license exams.


Making a Budget

e Communications

e Postage

e |nsurance

 Non-Inventoriable ¢ Office Supplies
Equipment * Printing Postage

* Fleet Expenses e Fixed Assets

 Travel * Rent

e Training e Interest Payments


Presenter
Presentation Notes
These are some of the things you need to predict for your supplies, purchased services and equipment. Anything over $5,000 in this county is a fixed asset (vehicles, equipment). 


Revenue

e Contracts e Taxes
e Permit Fees e« Grants
e Services



Presenter
Presentation Notes
Revenue comes from many sources and includes reimbursements.


B

Agricultural Revenue from the State

Pesticide Data
Entry

Trapping
High Risk Exclusion

Navel/VValencia
Inspection

Organic Program
Nursery Inspection

e Shell Egg Surveillance

o Glassy-winged
Sharpshooter

e Produce Inspection

e Seed Subvention

e Sudden Oak Death


Presenter
Presentation Notes
Agricultural contracts. Some of these are contracts to reimburse costs.


W&M Revenue from the State

e \Weighmaster Inspection
e Petroleum Inspection
e Device Repalrman



Other State Support

e Commissioner Subvention
e Unclaimed Gas Tax
e Pesticide Mill Fee


Presenter
Presentation Notes
No contract is required to receive these funds from the State. Ag on left; W&M on the right.


Service/Sale Revenue

Phytosanitary Certs e Non-commercial
PUE Training device inspection

Produce Certification ¢ Reinspection Fees
Requested Inspections e Information Sales
Rodent Baits o Service Agent
Dest Control Exam

SPCO Applicator
Exam
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Presentation Notes
Ag on left; W&M on right.


L_icense/Permits

Pest Control e Device Registration

Operators  Packer Registration
Pest Control Advisors « Scanner Registration

Pest Control Pilots
a_

Maintenance
Gardener

Beekeepers
Farmer’s Market
Certified Producer



Presenter
Presentation Notes
Ag on left; W&M on right.


How to Cut a Budget

¢ Reduce Staff
e Reduce Supplies
e Postpone Equipment
e Increase Fees

e Add new revenue sources

WATCH YOUR AG CODE
LOCAL COST!




Budget Tricks

e Vacancy Factor (Major) e
e Lease-Purchase (Major) ®v@”

e Zero Cost Equipment
Order (Major then
minor)

e Delayed Distribution
(Minor)

e Delayed Deposit
(Minor)
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Presentation Notes
SB County doesn’t allow departments to transfer funds from salaries to supplies. A vacancy factor allows you to reduce the amount budgeted in Salaries/Benefits by predicting how long positions will be unfilled. Consider how long it takes to replace a person, time off without pay, the delay in filling new positions, etc.

Lease-Purchases allow you to stabilize and protect funding for major equipment by committing money to payments. Setting aside $100,000 in one year for a weight truck leaves you vulnerable to having the Admin. Office take the $100,000 out of your total appropriations the next year. 

You can order equipment and budget only for a few payments in the first year budget. This allows you to spend the money elsewhere and reflects the problem that you never buy equipment on July 1st. Works with leases.

Delayed ditribution and deposit are year-end closing tricks designed to increase your local cost and increase your gas tax. Deposits are not credited to the department until they are distributed by the department into its account. Small checks and cash can be delayed (held) for a few weeks as well. While it increases local cost for the current year, it decreases cost for the next year.


How to Grow Your
Budget

 Know your Administrative
Office Policies

e Diversify Revenues
 New Programs?
o Keep Fees Current

o Justify Staff Increases [ii !SSE

e Public Relations — Internal &
External




Unclaimed Gas Tax
e Motor Vehicle Fuel

e Used off-road
 Net amount after tax claims
 Distributed by Controller
e Based on prior year local cost



Presenter
Presentation Notes
The Unclaimed Gas Tax is a major source of funding for agricultural code programs. Around $25-32 million is dispersed each year to counties to offset the cost of these programs. The right column shows how it is allocated.


Unclaimed Gas Tax

 $9,000,000 to CDPR for County
PUE

e $1.500,000 to CDFA for
overhead

e $3.000,000 for Pest Detection
e $250.000 for CDFA Liaison



Unclaimed Gas Tax Disbursement
To Counties

 CDPR distributes entire $9 million (FAC
224(a))

 CDFA distributes FAC 224 (g) General
support for agricultural programs

« CDFA distributes FAC 224 (d) 7 % of the
amount in excess of UGT distributed 1n 2006-
07; to promote uniformity.



Unclaimed Gas Tax & FAC 224.5

e Must employ a licensed agricultural
commissioner

o Submit timely annual financial statements

e General fund support must equal or exceed
previous five year average

IF YOU DON’T MEET THESE CRITERIA
YOU MAY GET NO GAS TAX!



Exemption Criteria

Reduction In county revenues such as sales tax revenue,
property tax revenue, or other revenue

Work reduction directed by a Board of Supervisors in the
form of furloughs, workweek reductions, or other cost saving
measures

Board imposed hiring freezes

Board imposed budgeted position reductions including lay-
offs

Inability to hire qualified staff

Staffing changes that maintain FAC 224 qualifying program
levels but reduce general fund expenditures.

The receipt of unanticipated revenues or revenues in excess of
the budgeted amount

Unreported A-87 (CFR 225) charges discovered after
submission of the annual financial report, or errors in
reporting later corrected by the County Auditor.



In general, the qualifying reason
for the exemption should have
affected most If not all
departments in a county.

The Agricultural Commissioner’s
programs should not be singled
out!



Impacts of FAC 224.5

Provides justification to maintain local
support

May lead to budget crisis
May shift program resources
Encourages filling Ag Commissioner position

Could lead to abandonment of local ag
program



FEE DEVELOPMENT

* |_egal authority
o State Set, limited by Gov. Code 54685
» Locally set, limited to cost

BUT WHAT IS COST?



COSTS

e Salary & Benefits
e Supplies & Services
o Administration
e County-wide Costs
 May involve equipment costs



Chargeable Hours

e 2080 hrs in a work year
 Less holidays

 Less average vacation time
 |ess average sick leave used
 Less other leaves allowed

Average chargeable hours in San Bernardino
Is 1763, 317 hours less than a work year!



Fee Amount

e Total cost of activity divided by total units
$300,000/3000 certs = $100/cert

e Time per unit divided by hourly charge rate
30 minutes per cert/$120/hr = $60/cert
o Statutory limits to fees
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