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Putting it all together

Charlie Bush (Sedro-Woolley), Lisa Carrell (SAO), Sue Hagener (Sequim), and Tracey Dunlap (Kirkland-
Retired)

Session goals

1.Overview of SAO Content

2.Managing the budget process and fiscal responsibilities

3.Balancing the roles

4.Policymaking for fiscal success

5.Specific budget policies to consider (and why)

6.Biennial budgeting and long-range forecasts

This session was designed and intended to be interactive. We will go where you take us 
(within reason).
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Key takeaways

➢ Audit timeliness is a team effort

➢ The most common audit issue is over financial statement preparation

➢ Consider SAO's resources for areas you need help

➢ Fraud is on the rise in local government.  Trust but verify!

SAO Update

A potential schedule (for fiscal issues)?
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* Annual financial report
• An audit should be included depending on entity size

* Annual financial report
• An audit should be included depending on entity size

January February March
“13th period”

(Year-end close)
4th quarter report

(Preliminary budget year close)
Retreat

(Strategic planning for next 
cycle)

April May June
1st quarter report Review AFR * Call to budget

July August September
2nd quarter report Budget class Budget estimates

October November December
3rd quarter report  

Preliminary budget
Budget workshops Budget adopted
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Policy oversight: 
Finding the right balance

Micro-managementComplacency 
management

Just
right

Problems??Things are good

Reporting levels
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Public

Elected officials

Mayor/City manager

Department directors

Program managers

SummaryWhat

Exception
:

Vouchers

Summary

Detail

What

How
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How do policymakers meet this 
oversight challenge?

1. Review relevant information
2. Ask questions
3. Play on the “team”
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Policies – The foundation

Policy board should:
• Set policies!
• Set goals / direction
• Establish accountability
• Monitor:

1. Compliance with policies
2. Results
3. Accountability reports
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Start building on a strong foundation!
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What are financial policies?
1. Guidelines for operational & strategic 

decision making (guardrails)
2. Ideally, adopted by the governing board
3. Identify acceptable, preferred and/or 

unacceptable courses of action
4. Establish operating parameters
5. Provide a standard to judge 

performance

9

The reasons for policies

• Institutionalize good financial management
• Clarify & crystallize strategic intent for financial management 
• Define boundaries
• Promote long-term & strategic thinking
• Manage risks to financial condition

10

Generate constructive conversations!
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Key concept:
Accountability vs. flexibility

• Accountability: The requirements of responsibility to the public and to follow 
regulations

• Flexibility: The ability of managers to take action in pursuit of public goals

• The tension between the two is the classic dilemma of public administration:

• Accountability requires checks & balances to ensure procedural integrity

• Flexibility demands freedom of action to meet performance goals

• Takeaway: Policies can provide varying levels of discretion to public officials. 
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Accountability vs. flexibility
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Will 

affect

efficiency
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Policy vs. procedure

• Can be hard to distinguish 

• Policies…

• Are principles adopted by the board

• Are written for a broad audience

• Require procedures to put policy into practice

• Procedures…

• Comprise administrative details

• Are written for a narrower audience
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That’s OKAY - Talk about it!

Establish a vision for financial condition

• Define the big-picture policy vision for financial condition
• Define “financial sustainability” in the board’s words

• Have the “conversation”
• Seek opportunities to ground a topic in the policy 

elements
• Remind yourselves of the policy “north star”

• Policies are the tool to bring vision to reality
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Here’s a link to “It Depends” blog post on MRSC’s website
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http://mrsc.org/Home/Stay-Informed/MRSC-Insight/April-2017/Best-Financial-Policy-It-Depends.aspx
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Types of ​financial/​budget policies

Budget policies

16

• Potential roles include: policy, citizen/community, 
business sector, management, labor

Describe roles of the 
participants

• Role of strategic planning in the budget process
Document budgeting 
purpose and ideals

• Incremental vs. zero-based vs. budget by objectives, etc.
• Schedule 

Identify type and use 
of budget 

development
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Essential budget 
features

Scope

• What funds or units will be included?

Length of the budget period

• Annual or biennial? 

(more on biennial in a moment)

Basis of budgeting

• Cash, GAAP, or modified GAAP 
(modified accrual)?

Level of control

• Not too much, not too little! 

Define a balanced budget

• State law calls for a “balanced budget”

• However, this may only mean that sources = uses

• This may not be sustainable

• Develop a local standard for a balanced budget

• Strict: recurring revenues = recurring expenditures 

• Less strict: operating revenues = operating expenditures 

18
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Budget reporting

• Frequency

• At least quarterly to policy body 
(monthly may be preferred, also 
more widely available is preferred)

• At least monthly to management

• Type

• Written

• In person (virtual)

• Pre-Recorded

• Availability

• At council/board meetings

• On website

19

20

Examples of ​top-
level information
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Examples of 
top-level 

information
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Examples of top-level information
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* Annual financial report
• An audit should be included depending on entity size

Examples of top-level information

Budget change

• Adjustments vs. amendments?
• Amendments require Council

approval
• Adjustments are administrative

• Amend when changing appropriation
• Adjust when making changes within 

the appropriation

24
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Biennial budgets (1 of 3)

Some thoughts about biennial budgets:
1. It might be too late – law requires an early decision
2. Benefits:

• More strategic – both fiscally and in planning
• More work to budget – but you get the “off” year

• Everyone gets the “off-budget” year
• Easier to manage (for everyone)
• Some political benefit in the timing

(not sure if this was intended, but…)

25

Biennial budgets (2 of 3)

More thoughts about biennial budgets:
3. Potential drawbacks:

• Concern over loss of control
• It is more work (and more complicated)

• Logistical issues (most of which can be addressed)
• Difficulty in forecasting

• Revenue forecasting
• Expenditure forecasting

• Tendency to abuse mid-biennium review
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Still more thoughts about biennial budgets:
4. Approaches to biennial budgeting:

• Full 24-month appropriation
• Two separate 12-month appropriations

• But the second 12 months is appropriated
• First 12 months appropriated, second 12 months 

pending appropriation
5. Caution: Be careful to avoid overcomplicating this – it 

will rob you of the benefits
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Biennial budgets (3 of 3)

Long-range financial planning

1. Major operating funds 
(including utilities)

2. Capital planning
3. Context for budget
4. Parameters

A. Estimates
B. Assumptions
C. Policy issues

28
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Fund 
balance vs. 
reserves 

29

Reserve
s

A budget/policy term referring to 
resources set aside to provide a buffer 
against risk

May only refer to a portion of fund balance

Fund 
balance

An accounting term for the difference 
between assets and liabilities

30

* Annual financial report
• An audit should be included depending on entity size

Reserves
Key questions to 
consider during 
policy discussions 

What is the right level of 
reserves? 

What factors influence the 
"right" level of reserves?

What are the most important 
elements of a reserve policy? 

What is the right financial 
strategy for using reserves for 
budgetary stabilization? 
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The right level of reserves?

What does the Government Finance Officers 
Association (GFOA) recommend?

• As a baseline for the general fund: 
• 16% of regular operating revenues
• 2 months of regular operating expenditures

S&P’s views on available reserves:
• Low: Below 0%
• Adequate: 1%-4%
• Good: 4%-8%
• Strong: 8%-15%
• Very strong: Above 15%

31

Reserves

When to use them?
• Basic fund balance – Not intended to be 

“used”
• Rainy day funds – When it is raining

• Establish criteria before attempting to balance 
a budget

• Stabilization funds
• Build criteria for acceptable use into 

authorization (ordinance)
When to replenish them

• When below their stated targets
• With year-end “surplus”

32
GFOA best practice on replenishing
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Reserves
Enterprise Funds

• Use “working capital” 
• Current assets minus current liabilities

How much and how to manage:
• Consistent with rate analysis work

• Often associated with outstanding debt
(bonds, loans, etc.)

• Create economic cushion
(cool summer = less water)

• Long-range stability

33
GFOA best practice on working capital in enterprise funds

1. Gain an understanding of basic financial 
accountability in local governments

2. Understand your respective roles
3. Learn how to make your community better 

through sound financial management
4. Learn basic budget building, timelines, and 

statutory requirements
5. Consider strategic approaches to budgeting 

34

Goals for the workshop
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Budget tools available
• MRSC 

• 2024 Budget Suggestions

• State Shared – revenue forecasts

• MRSC Revenue Guide 

• MRSC – Economic Data web pages

• AWC

• Tax & User Fee Survey/Salary & Benefit Survey

• Office of Financial Management (OFM)

• Population estimates 

• State Auditor’s Office

• Financial Intelligence Tool

35

Additional resources available

• GFOA – Budgeting Suite
• Extensive series of publications  

on the various components of 
budget development 

• Separate publications for newly 
elected officials and others 
interested in local government 
finance – written in lay terms

• www.gfoa.org
• Rethinking Budgeting Initiative

36
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https://mrsc.org/getmedia/94de116d-8944-4118-8b56-6e1f4e33e905/2024-budget-suggestions.pdf?ext=.pdf
http://mrsc.org/getmedia/d3f7f211-fc63-4b7a-b362-cb17993d5fe5/Revenue-Guide-For-Washington-Cities-And-Towns.pdf.aspx?ext=.pdf
http://mrsc.org/Home/Explore-Topics/Finance/Economic-and-Population-Data/Population-Property-and-Sales-Tax-Archive.aspx
https://wacities.org/data-resources/municipal-rates-and-fees
https://wacities.org/data-resources/hr-labor-relations/salary-and-benefits-survey
https://ofm.wa.gov/washington-data-research/population-demographics/population-estimates/april-1-official-population-estimates
https://portal.sao.wa.gov/FIT/
https://www.gfoa.org/materials/gfoas-financial-managment-and-budgeting-set
http://www.gfoa.org/
https://www.gfoa.org/rethinking-budgeting
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Additional resources available

• SAO Website – www.sao.wa.gov

• BARS Manual – under BARS & Annual Filing
• Resource data – under Improving Government
• #BeCyberSmart – under Improving Government
• Helpdesk – under Client Login 
• Contact us – under About SAO

36

• Budgeting is a process that requires:
• Communication
• Time (comprehensive budget documents take 

several years to develop)
• Commitment 

• Questions?

Questions?

37
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http://www.sao.wa.gov/
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