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Firm facts
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Members of the world’s 
10th largest network of 

accounting and business 
advisory firms

TOP

15
One of the 15 largest 

accounting and advisory 
firms  in the U.S. according 

to Accounting Today

3,600+ employees
353 partners / 
1,000+ CPAs

1,000+ public sector clients 
nationwide benefit from 

88 years of industry 
specialization and 420+ 

dedicated team members
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450+ governmental audits 
annually, including 
nearly 40 counties

60+ U.S. offices including 
Minneapolis, Milwaukee, Madison, 

Chicago, Houston, Pittsburgh, 
New York and Washington D.C.



Overview
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Thoughtful communication

01

02

What to include in the budget document

03 Elements to review as part of monitoring

How to execute monitoring and who to involve
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Table of contents
WHAT TO INCLUDE IN THE BUDGET DOCUMENT

− For ease of locating information
− A single comprehensive table is 

critical
- Consider a detailed index before 

each individual section

− Be careful of how page 
numbers are used within the 
electronic document to avoid 
confusion
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− Provide clear indication of the priorities and issues for the 
upcoming year, including significant changes from the 
current year and drivers of those changes

− Include a summary explanation of the key decisions made 
during the budget process and the ramifications of those

− Include total budget amount in the summary message
− Can be in one of several forms

- Transmittal letter

- Budget summary section

A message
WHAT TO INCLUDE IN THE BUDGET DOCUMENT

6



− Help readers quickly understand the 
major components

− Highlighting, indenting, bullet 
points, graphs and other formatting 
capture readers’ attention

− Should be either in a separate 
section or within the transmittal 
letter

Overview of significant 
budgetary items 
and trends

WHAT TO INCLUDE IN THE BUDGET DOCUMENT
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− Necessary for the overall entity and consider inclusion of 
individual departments
- Present for clarity with linkage if necessary

− Ensure consistency with how the rest of the information in the 
document is presented

Organizational chart
WHAT TO INCLUDE IN THE BUDGET DOCUMENT
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Statement of long-term financial policies
Adopt a policy supporting a financial planning process that assesses 
long-term financial implications of current proposed budgets, budget 
policies, cash management and investment policies.

WHAT TO INCLUDE IN THE BUDGET DOCUMENT
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1 Essential to a local government’s financial health
− Asset management
− Cost allocation
− Debt management

2 Other best practices policies
− Accounting and financial reporting
− Budget (operating and capital)
− Capital improvements

− Fund balances and reserves
− Investments

− Procurement and purchasing
− Revenues and expenditures
− Risk management



− Describe the budgetary 
phases in a concise 
manner including
- Preparation

- Review

- Adoption

− Be sure to mention public 
input opportunities

− Include a budget calendar

Budgetary process
WHAT TO INCLUDE IN THE BUDGET DOCUMENT
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Major revenues and 
expenditures

WHAT TO INCLUDE IN THE BUDGET DOCUMENT

− Capture for all funds within 
one place in the document
- Make sure to include 

financing sources/uses

− Simply showing fund totals 
in a summary schedule is 
not sufficient
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− Include prior year actual, current year 
budget and/or estimated current year 
actual and the proposed budget year

− Drive more effective communication of 
year over year changes

− Capture three years of information to 
provide a more holistic view
- Consider capturing a couple additional prior 

years for trend analysis purposes

Multiple versions of the 
budget

WHAT TO INCLUDE IN THE BUDGET DOCUMENT
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Anticipated changes 
in fund balances

WHAT TO INCLUDE IN THE BUDGET DOCUMENT

− Capture for all appropriated 
governmental funds

− Show beginning and ending 
fund balances, as defined by 
the entity, for the budget year 
along with revenues, 
expenditures and other 
financing sources/uses

− What is the plan for any 
available/free cash?
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Major revenue sources
WHAT TO INCLUDE IN THE BUDGET DOCUMENT
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1 Explain underlying assumptions for the estimates
− Clearly state if an outside source provides the estimate
− Any potential volatility
− Recurring or one-time sources

2 Discuss significant trends
− Taxes
− State aids
− Local receipts
− Available funds



− Five-year forecasts
− Financial indicators

- For major categories,
define patterns as:
- Favorable

- Stable

- Unfavorable

- Uncertain

Long-term financial 
plans

WHAT TO INCLUDE IN THE BUDGET DOCUMENT
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Capital expenditures
WHAT TO INCLUDE IN THE BUDGET DOCUMENT

− Somewhat undefined but 
align with the definition 
being utilized by the entity

− Total dollar amount of 
such expenditures for the 
budget year

− Include multi-year plan 
(usually capture around 
five years)
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− Articulate relationship between 
current levels and legal limits

− Discuss effects of existing debt 
levels on current operations

− Include information on policies 
regarding debt load

Debt obligations
WHAT TO INCLUDE IN THE BUDGET DOCUMENT
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Personnel summary
WHAT TO INCLUDE IN THE BUDGET DOCUMENT
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1 Position counts or FTEs 
within the entity

2 Link departmental tables 
to the summary table



Budgeting monitoring
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Promote accountability
Monitoring is key to affirm 
the plans developed in the 
budgeting process are being 
appropriately implemented

GFOA best practices:
gfoa.org/budget-monitoring



Revenues, with particular attention to:
− Seasonality and whether comparable to prior observations
− Potential volatility and resulting impacts
− Trends and comparisons to projections
− One-time sources
− Timing of receipts
− Relationship to economic indicators and potential impacts
− Changes in policy/practice of overarching governments involved in 

disbursement of revenues
− Review of patterns at other similar/related governmental entities

What to review
BUDGET MONITORING
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Expenditures
− Carefully monitor all costs including one-time uses
− Personnel

- Review information outside of the normal payroll expenses including costs 
related to hiring and vacancies

- Depending on the magnitude of part-time, overtime, leave payouts and 
special pay, you may want to also analyze those components

- Conduct analysis of re-assignments/promotions to see if on-track with 
expectations

- Are fringe benefit costs within budget expectations?

− Non-personnel
- Include more than just current expenses
- Analyze drawdowns of any encumbrances/assignments, outstanding 

purchase orders/major contract commitments to obtain a good sense as 
to what remains to be spent

What to review (cont.)
BUDGET MONITORING
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What to review (cont.)
BUDGET MONITORING

Other areas to consider
− Operations: Services being 

provided as anticipated or any 
that were unanticipated?

− Capital projects (GFOA best 
practices article)

− Economic trends: Consider 
broader context of prices for 
labor, services and products

− Performance measures: 
Incorporate linkage to financial 
outcomes – consider changes 
to goals since budget adoption 22



− Determine root cause: Do more than simply identify the 
deviations from budget versus actual – Why did those 
occur?

− Timeframe consideration: Is the variance expected to 
continue or is there an underlying reason? What’s the 
expected impact on next year?

− Basis for comparison: Ensure logical reference points 
and account for major changes in the entity impacting 
comparisons. 
- Expand beyond only current year actual to budget 

comparison to also include previous year actuals, averages 
of several prior year actuals and/or projections/forecasts

How to analyze
BUDGET MONITORING
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Potential levels
May vary and will depend on decisions around timeliness, usefulness, etc.

At what level of detail?
BUDGET MONITORING

Object/account
Use for examining 
key types of costs 
across the entity, 
such as overtime 

pay

Function
Aids in tracking 
expenditures by 

major organizational 
responsibilities –

public safety, public 
works, etc.

Department
Best used for 

establishing budget 
accountability for 
department heads

Fund
Provides higher 

level view and may 
suffice for minor 

revenue and 
expenditure areas

1 3 42

In some cases, consider drilling down to the individual project, program or grant level.
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− Production: The person(s) who will 
produce the reports, analysis, etc. 
should be clearly articulated and 
disseminated

− Roles: Collaboration and ownership 
within the entity should be promoted 
to help provide context with any 
issues

− Ownership: Who is responsible for 
resolving variances related to both 
spend and service delivery (and any 
other associated problems)?

Roles and responsibilities
BUDGET MONITORING
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− Information/computer system: 
Allows for real-time data to be 
accessible for time sensitive 
information versus reliance on 
static/standalone reports

− Automation: Monitoring reports 
should be integrated into and 
generated by the system to ensure 
efficient use of time and consistency

− Overspend protection: Have 
mechanisms in the system to 
automatically prevent overspending 
of budget and notify leadership

− Consistency: Off-system analysis 
should be handled consistently with 
protocols properly communicated

Tools for conducting 
the analysis

BUDGET MONITORING
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Communications
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Consensus on point where monitoring process is achieved 
and how to properly push that out to interested parties

01

02

Frequency of the reviews should be agreed upon at all levels 
and may vary for different program areas

03 Format of the budget monitoring information should be 
clearly established

How to share the information to drive proper context in 
informing the public – minimize the need for clarification
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BUDGET MONITORING



− The process does not end at the time 
of communication

− Conduct comprehensive monitoring 
and communication to drive timely 
corrective action and operational 
improvements

An ongoing process
BUDGET MONITORING
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Resources

GFOA
gfoa.org

Baker Tilly
bakertilly.com/industries/state-and-
local-government
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Connect with us
QUESTIONS?
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The information provided here is of a general nature and is not intended 
to address the specific circumstances of any individual or entity. In 
specific circumstances, the services of a professional should be sought. 
Baker Tilly Virchow Krause, LLP trading as Baker Tilly is a member of the 
global network of Baker Tilly International Ltd., the members of which 
are separate and independent legal entities. 
© 2019 Baker Tilly Virchow Krause, LLP.
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