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Foreword

The first Handbook for Connecticut Boards
of Finance, authored by John E. Dever, was
published by the University of Connecticut’s
Institute of Public Service in 1951. Subsequent
expanded editions written by Institute staff were
published in 1962, 1963, 1971, and 1986. These
periodic revisions were written to reflect the
increasing complexities facing boards of finance,
and to provide a comprehensive guide to the
many and often technical facets of municipal
finance administration. The revisions have also
included statutory changes and updated refer-
ences to basic texts in municipal finance. This
1992 edition includes new material on public
budgeting, bonding and classification of ac-
counts.

This handbook has been written for boards
of finance operating under the General Statutes.
Boards operating under Special Acts and home
rule charters will find it useful in rhany areas but
. should consult their basic law for precise defini-
tions of their duties and responsibilities in their
respective communities.

The author of this edition is George E. Hill,
Extension Professor for the ]nstitute of Public

John Walsh, former Finance Director for the Cit
of Hartford, and Donald W. Goodrich, Finance
Director for the Town of Portland read the new
manuscript and made various suggestions for i
improvement. Special thanks are also in order |
Michael McKinnon, president of Independent
Bond and Investment Consultants of Madison,
Connecticut, for his assistance in reorganizing
Chapter 8. We gratefully acknowledge their
help and generous contribution of their time to
this project. We also wish to acknowledge with
appreciation, Jeff Smith, Finance Director for th.
Town of Mansfield for reviewing the draft and
granting permission to reproduce the financial
materials in Appendix A. The text was edited b
the Division of Extended and Continuing
Education’s editor, David Pesci, and the book
and cover designed by the Division’s graphlc
designer, Juan Castillo.

The Institute of Public Service assumes full
responsibility for any errors in this publication.
We would be grateful to readers who call such
errors to our attention, as well as those who
make suggestions for improvement of future
editions.

budget dlrector for the City of Hartford, Mr. Hill
has written extensively in the areas of municipal
finance and municipal corporation law. Mr. Hill
has served on the board of finance for the Town
of Mansfield and as mayor of Mansfield.

John F. Azzaretto, Director
Institute of Public Service

July, 1992






published by the Governmental Accounting
Standard Board, (GASB). GASB sets the stan-
dards for accounting and financial reporting by
state and local governments. By following the
recommendations of this board as set forth in
these publications, boards of finance will not
only be availing themselves of the most compre-
- hensive sources on these subjects, but will also
contribute materially to standardizing municipal
accounting procedures. :

The bibliography at the conclusion of the
handbook is of necessity limited to materials
currently in print. To keep abreast of future
publications, board of finance members should
refer regularly to the publications of the Govern-
ment Finance Officers Association of the United
States and Canada, and in particular to the
Association’s comprehensive special bulletins
and reports issued periodically on various
aspects of financial administration.







| Chaptér‘ 2

Organization for F inance Administration

Establishing a Board

Under the General Statutes of Connecticut any

~ town may establish a board of finance by major-
ity vote of electors attending a town meeting
which has been legally warned and held for this
purpose. A town may also choose to provide for
or abolish a board of finance by adoption of a
charter under the home rule act. Once a board
has been approved, it cannot be abolished for
two years (5.7-340).{1} After a town meeting or
charter referendum has voted to establish a
board of finance, certificates of approval indicat-
ing the vote must be filed with the town clerk
and the secretary of the state (5.7-340).

Electing Board Members

Ten days after creation of a board of finance, the
'selectmen must appoint six board members to
serve from the date of their appointment until
the next regular town election, or until a special
election is held (5.7-340;5.9-202). At this election
six board members are chosen. If the town holds

Qualificaﬁoné of Board Members

~ Anyone appointed or elected to membership or

the board of finance must be:

1. An elector of the town;

2. Sworn to faithful performance of his duties;

3. Hold no salaried town office(S.7-340,5.7-
341;5.9-202).

Board of finance members receive no com-
pensation, but necessary expenses of the board,
when approved, are to be paid by the town(S.7-
341).

Oath of Office
Before beginning their of office, members of the
board of finance must agree to the following
oath: “You solemnly swear that you will faith-
fully discharge, according to law, your duties as
a member of the board of finance to the best of
your ability; so help you God”(5.1-25).

biennial elections, two members of the new
board serve two years, two serve four years, and
two serve six years; thereafter, at each biennial
‘election two are elected for six-year terms. '

No more than four members of a six-member
board of finance may represent the same politi-
cal party. For the purpose of determining party
membership under this requirement, persons are
deemed to be members of the political party on
whose enrollment list their names appear on the
date of their nomination for elective office.
However, persons who are solely candidates of a
party other than the one in which they are
enrolled are considered members of the party for
which they are candidates (5.9-167a).

Filling Vacancies

When a vacancy occurs on the board of finance,
the remaining members appoint a successor by
majority vote, unless otherwise provided by
special act or charter. A special meeting must b
called for this purpose by the chairman. The
new appointee holds office from the date of his
appointment until the next regular town electio:
and until his or her successor is elected and
qualified. At this election a member is elected t:
fill the unexpired office (5.7-343). The state

attorney general ruled in 1941 that when the

membership of the board of finance is reduced
by vacancies to less than four members, the



~ selectmen could fill vacancies (Attorney
General’s Opinion, December 31, 1941).

Alternate Board Members .

'Any town has the power to provide by ordi-
nance for the appointment or election of not
more than three alternate members.to its board
of finance. These appointments are subject to the
provisions concerning minority representation of
political parties. When seated, these alternate
members have all the powers and duties set
forth in the General Statutes, any special act or
municipal charter. The alteméte-members must
be electors and tax payers of the town. Ifa
regular member of the board is absent or dis-
qualified, the absent or disqualified member
shall designate an alternate to act on his behalf.

‘In the event that an absent or disqualified regu- -

-lar member shall fail or refuse to designate an

- alternate, the majority of the regular members of
the board of finance not absent, not disqualified,
may designate an alternate subject to the provi-
sions of Section 9-167A to act for the absent or
disqualified regular member (S.7-340A).

Officers of the Board

The board of finance is required to choose one of
_ its members to be chairman and to select a clerk.
If there is a tie vote among board members and
officers are not chosen within one month of the
board’s election, the board of selectmen or chief
executive officer of the municipality must choose
officers from the membership of the board of
finance (5.7-342).

twenty-four hours notice of meetmgs The cler
must issue a call for a special meeting either
when directed to do so by the chairman, or by
written request of two board members. Four
members constitute a quorum, and the concur-
rence of three votes is necessary to transact
business (S.7-342). _

Prior to January 31 of each year, the board’:
must file with the town clerk the schedule of th
coming year’s regular board meetings. No
meeting may be held sooner than thirty days
after this schedule is filed. Special meetings no
on the schedule must be given at least twenty-
four hours prior public notice by posting the

‘time and place of the meeting in the town clerk

office. In case of emergency, a special meeting
may be held without this notice, but the minute
of this meeting, stating the nature of the emer-
gency and the proceedings occurring at it, must
be filled with the town clerk within seventy-tw
hours after the meeting (S.1-21). :

In lieu of a special meeting, members of the
board may be polled on the question of making
an appropriation or a transfer in an existing
appropriation of an amount not exceeding
$1,000. The chairman or, in his or her absence,
the clerk or any two members of the board, may
conduct the poll. Four polled members consti-
tute a quorum, and three concurring votes are
sufficient to transact business. Within twenty-
four hours after the poll, each member polled
must give to the clerk a signed written statemen
of how he or she voted. The clerk must file a
statement of the result of the poll with the town

I'he chairman presides at all meetings of the
board of finance. The clerk calls special meet-
ings of the board at the discretion of the chair-
man or upon written request of two members.
He must prepare and file with the town clerk a
copy of the minutes and records of each regular

“and special meeting within two weeks from the
- date of the meeting(S.7-342).

Meetings of the Board

The board of finance may hold any regular or
special meetings that it desires. All meetings
must comply with the Freedom of Information
Act(5.1-21). Each board member must be given

8

clerk within two weeks (5.7-342).

Meetings of the board must be open to the
public. Meetings may be closed to the public for
executive sessions on vote of the members of the
board present and voting after stating publicly
the reasons for executive sessnons (5.1-21)(S.1-
18a).

- At the executive session of the board, atten-
dance is limited to members of the board and
persons invited by the board to present testi-
mony or opinion pertinent to matters before the
board. The minutes of the executive session
should disclose all persons who are in atten-
dance (S5.1-21g).
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The board may adjourn any regular or
special meeting to a time and place specified in
order of adjournment. Less than a quorum may
adjourn to a time certain (S.1-21d).

The board by resolution shall determine the
place for holding regular meetings. If any
regular meeting falls on a holiday, then the
regular meeting will be held on the next business
day (S.1-21f).

The votes of each board member on any
issues before the board must be recorded in
writing and made available for public inspector
within forty-eight hours. The votes must also be
recorded in the minutes of the session at which
taken, and shall be available for public inspector
within seven days of the session to which they
refer (5.1-21). Meetings may be recorded for
broadcast on radio or television under provi-
sions of Section 1-21a of the General Statutes.

Access to Board Record:

Freedom of Information .
Except as otherwise provided by federal or state
statute or regulation, all records made or kept on
file by the board of finance are public records.
Any resident of the state has the right to inspect
or copy such records at any time as may be
determined by the custodian thereof. The board
must keep and maintain all public records in its
custody in its regular office in'an accessible place
or, if it has no office, in the office of the town
clerk (5.1-19). The custodian of the records may
refuse permission to inspect or copy records in
order to protect the public security, the financial

Failure to comply with a request to inspect or
copy within the four business day period is
deemed to be a denial.

A person denied the right to inspect or copy
records of the board may appeal within thirty
days to the Freedom of Information Commis-
sion. The Commission must hear the appeal
within thirty days after receipt of the notice of
appeal and must decide on the appeal within
sixty days after the hearing. =

Any person aggrieved by the decision of the
Commission may appeal to the Superior Court
which may order disclosure of the records if it
determines the denial was not for just or proper
cause (S.1-21:f). '

‘ Fo’otnote

{1) Figures in parantheses preceded by "S" refer

to sections of the General Statutes of Connecti-

cut, Revision of 1991, as mentioned.

Interests of the state or any of its political sub-
divisions, or the reputation or character of any
person. Public Act 91-347 now requires public
agencies, including municipalities, to make
available upon request any non-exempt public
record on any medium requested, including

- paper, disc, tape or other device, if it can be

reasonably done. Agencies may charge reason-
able fees for their costs associated with provid-
ing the records, including employee time.
Notification of the refusal of the right to
inspect or copy records of the board must be
made to the person requesting the information
within four business days of such request.
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Chapter 3

- The board of finance’s function is to consider the

town government’s finances from an overall
viewpoint. The general statutes give the board
specific responsibility for:

1. Preparing the town budget.
2. Setting the property tax rate.
3. Approving deficiency and special appro
- priations and transfers between appropria

tions. -

4. Determining how town financial records are
- tobekept.

3. Arranging for an annual audit of town
accounts.”

o

Publishing the annual town report.

The statutes also establish certain relationships

Powers and Duties of Boards of F inance

adopted their budgets after the beginning of th
fiscal year, did not collect taxes until several
months after the budget year began, and hence
‘had to borrow substantial amounts in anticipa-
tion of taxes. :

As of the fiscal year starting July 1, 1993, all
towns and cities must be on the uniform fiscal

- yearof July 1 through June 30. Failure to comp

with the requirement of adopting the uniform
fiscal year is a forfeiture of ten percent of the
total amounts of state grants in aid to the town
or city (5.7-382a; S.7-382b).

~ Budget procedure for towns is set out in
Section 7-388 of the General Statutes. Estimates
originate with elected officials and department
heads. Every town agency which expended
appropriations during the past fiscal year or
which réquest appropriations for the coming
year must report to the board of finance any
information the board may require in connectio:
with preparing the budget. For this purpose the
board of finance must be given access to-the
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between the board apd other town officials. A '
town charter may, alsc:require other procedures

“and duties.

Town Budget _

Budget Procedure. Any Connecticut town
may establish and maintain a budget system
(5.7-148). The budget preparation authority for
all towns having a board of finance is the board
(5.7-344; S5.7-359; 5.7-381).

In the past, Connecticut’s towns operated
with two distinct kinds of budget and tax sys-
tems: (1) those towns which were on the uniform
fiscal year and adopted their budgets before the
fiscal year began; and (2) those towns which

books and records of such agencies (5.7-345).
The public budget hearing is held two weeks
before the annual budget meeting (S.7-388).
After the public hearing the board shall meet in
public meeting to make a decision on the budge
(5.7-444). The final proposed budget must be
published in a local newspaper, one with sub-
stantial circulation in the town. In towns with
populations under 5,000, this publication re-

- quirement may be waived by ordinance. These

towns must print or mimeograph copies of the
budget report equal to 10 percent of the town'’s
population and have these copies available to th
public at least five days before the annual budge
meeting (5.7-344). -

1



Following the public hearing, board of
financial meetings and the publication of the
annual budget, the report is voted on by the
town at the annual budget meeting, which is
‘held in the spring of the year, the exact date
being set at the annual town meeting, special -
town meeting or municipal charter. The meeting
acts on the budget - appropriating funds and
authorizing necessary expenditures. However,
the meeting cannot appropriate more than the
board of finance has recommended for any
purpose not recommended by the board (S.7-
344). The town’s fiscal year begins on July 1.
following the annual budget meeting; the tax
rate is set after the budget is adopted, but before
the fiscal year begins. This tax may be due and
payable in one, two, or four installments, pro-
vided that at least the first installment is due on
the first day of the uniform fiscal year, July 1
(5.7-388).

. Form of the Budget. In all towns operating
under the general statutes, the budget must be
published as prescribed by the secretary of the
- office of policy and management. Asa practical
matter, budget forms used by various towns
differ in many respects. For an optional budget
format see (S.7-344). o

- The forms issued by the secretary of state
provide for itemized listing of:

1. Actual receipts and expenditures for the
year prior to the one in which the budget is
being prepared.

2. Actual or estimated receipts a"df*Peﬂdjm—hddiﬂ‘feserVﬁmapﬁafamTﬁﬁﬁ‘mT””m

tures for the year in which the budget is
being prepared.

3. Estimated receipts and expenditures for the
coming fiscal year (S.7-344;5.7-390).

The budget is adopted before the close of the
current fiscal year and estimated receipts and
expenditures for the current fiscal s hould be
shown (Item 2 above;) otherwise, actual receipts
and expenditures will be shown for the year
which closed just prior to adoption of the budget.
Contingent Fund. The estimate of expendi- -
tures submitted by the board of finance to the

12

town meeting may include a recommended
appropriation for a contifigent fund. The
amount of the fund may not exceed three pei
cent of the total estimated expenditures for tt
current fiscal year. A contingent fund is an
amount set aside to provide for unforeseen
expenditures or for anticipated expenditures
uncertain amount. No expenditure or transfe
may be made from the contingent fund withc
the approval of the board of finance (S.7-348):
Apportionment of Expenditures. The bo
of finance may recommend payment for any
non-recurring expenditure which would incr
the tax rate unduly may be apportioned over
period of not more than five years. The amot

- apportioned each year must be included inth

budget as a fixed charge until the total amoun
of the expenditure is paid. A recurring expen
ture, one for which an appropriation was mac
in each of the three preceding fiscal years, ma
not be apportioned (S.7-346).

Reserve Fund. The board of finance may
recommend the town establish a reserve fund
capital and non-recurring expenditures. The
fund is created by majority vote of town meet-
ing. The fund may be built up by:

1. Transferring to it any general fund cash
surplus available at the end of any fiscal

2. Levying an annual tax of not more than fo
mills earmarked for the fund. '

3. Including in it surplus cash funds already
expenditures (5.7-361).

All or a portion of the reserve fund may be
used to finance the planning, construction,
reconstruction or acquisition of any specific
capital improvement or the acquisition of any
specific item of equipment. The town meeting,
on recommendation of the board of finance,
must appropriate from the fund a specific sum
plainly designated for each project (5.7-364).

The amount of the reserve fund, exclusive o
interest and dividends earned by the fund, may
not exceed the current tax levy of the town (5.7-367).
The board of finance may not direct the town
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treasurer to invest any portion of the fund it
deems advisable in securities which are legal
investments for savings banks. However, not
less than 50 percent of the total amount invested
may be invested on the stock, bonds, or interest-
bearing notes or obligations of the United States,
or those for which the faith of the United States
is pledged to provide for the payment of the
principal and interest, including the bonds of the
District of Columbia (S.7-362). The treasurer
must also make an annual report of the condi-
tion of the fund to the board of finance (S.7-363).

Setting the Tax Rate. As indicated under
“Budget Procedure" the board of

financeproposes a budget at the annual budget

meeting in the spring of the year; the adopted
budget becomes effective the following July 1.

The annual budget meeting takes place after the

board of tax review has finished its duties and
the final grand list has been completed (5.7-344).
Section 12-62b requires all towns must assess
all property for purpose of the local property tax
at a uniform rate of 70 percent of present true
and actual value. In determining the amount of
the property tax rate, the board must take into
consideration estimated uncollectible taxes,
abatements and corrections, and estimated
yearly income from other sources. The levy
must cover all expenses and any deficit occur-
ring at the beginning of the fiscal year (S.7-
344;5.7-390). When it approves the budget, the
town meeting determines whether property
taxes are to be due and payable in one, two, or

borrow funds which must mature and be pay-

able not later than the end of the fiscal year for
which the borrowings are made.

Additional Appropriations and Transfers

If more money is needed by a town department
than has been appropriated, the board of financ
may increase a department’s appropriation.
However, the additional appropriation must al
be approved by town meeting:

1 Intowns with grand lists of not more than
" $20 million if the amount required or the
amount required together with any other
additional appropriations made by the boar
for the department in the same fiscal year

exceeds §5;800. # (o0, 000

2 Intowns with grand lists over $20 million if
the amount required or the amount requirec
together with any other additional
approprxahons exceeds $16;000: i 2O 10D

No more than one addltlbonal appropriation for

- any department may be made in one year with-

out town meeting approval. The board of
finance may make additional appropriations for
care of town poor without town meeting ap-
proval if the appropriations do not exceed, in th
aggregate, $2,000 in towns whose grand list
exceeding $20 million. The amount required for
such a deficiency appropriation may be drawn
from any cash surplus, from a contingent fund,
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are due and payable.

Town Expenditures Pending Adoption of the -
Annual Budget

When the annual appropriations have not been
made by a municipality before the beginning of
the fiscal year, the disbursing officers may make
necessary expenditures during the first ninety
days after the beginning of the fiscal year as
authorized by the board of finance. This ninety
day period can be extended monthly by the
board of finance within the limits of the line item
of appropriations for the previous fiscal year

~ (5.7-405). To fund these expenditures the board

of finance or other budget making authority may

sources, from short-term borrowing. If borrow-
ing is used, the amount borrowed must be
included in the next tax levy (S. 7-348).
Additional appropriations for expenditures
not included in the original budget may be mad:
on the board of finance’s recommendation at
special town meetings any time prior to setting
of the tax rate for the current year. These addi-
tional appropriations must be included in the
amount to be raised by the tax rate set by the
board of finance for the current year (5.7-344).
The board of finance may transfer unexpended
balances from one appropriation to another. No
appropriation may be used for any other purpose
without approval of the board of finance (S.7-347).

L



Temporary Notes and Federal and State Grants
‘Any town which has temporary notes outstand-
ing in anticipation of the receipt of proceeds

-+ from the sale of bonds authorized by a sewer

project which has a written commitment for a
state or federal grant, but has not received its
final grant payment within four years from the
'date of the original notes, may renew the notes
from time to time in terms of no more than six
months. However, the total amount of the note
shall not exceed the amount of the grant
commitment(S.7-378b).
A town operating a sewage system may issue

temporary notes to be paid from anticipated
- income from sewer assessments but for no
longer a period than fifteen years(S.7-269A).

Financial Records

The board of finance is responsible for determin-
ing the method and place used for all records
- and books of account of the town, or of any
department or subdivision of the town(S.7-344).
The exact form of these books and statements is
subject to the approval of the state’s Office of
Policy and Management (OPM) (S.7-399).

Annual Audit

All towns and cities must have their accounts
audited at least once annually. An independent
public accountant approved by the Office of

Policy and Management (OPM) must be selected

- by the board of finance to make the audit. Each
approval need not be secured if the independent

Certified copies of the audit report must b.
filed with the board of finance within six mon
after the close of the fiscal year. The OPM
secretary may grant an extension, for due caus
provided the accountant submits a request in
writing to the secretary stating reasons for the
extension at least thirty days prior to the end ¢
the six month period. The accountant must
preserve all of his or her working papers used
preparing the audit for two years and must be

~made available for inspection by OPM; the

auditor must also file a copy of the audit with
OPM. The comments and recommendations o
the auditor must be included in the annual town
report (57-394). Theboard of finance must auc |
the annual statement of the town superintende

of highways and bridges (S13a-10). '

Review of Municipal Financial Reports

The state legislature has mandated all municip.
financial reports prepared by an independent
public accountant must be prepared in accor-

- dance with the generally accepted accounting

principles related to accounting, auditing and

financial reporting (5.7-394a).

Any town, because of hardship, may reques
permission to have the financial report prepare

in a manner not in compliance with the above

provisions. The request for waiver must be
made in writing to the Office of Policy and
Management (OPM) (S.7-394b).

OPM may adopt regulations necessary to
establish guidelines for compliance with these

- provisions. The regulations prior to adoption,

public-accountant performed the audit in the
town or city for the previous fiscal year. The
independent public accountant retained by the
town or city shall have his or her duties and
powers defined by the secretary. Any audit
rendered under this authority shall be per-
formed in accordance with standards adopted by
the secretary by regulation, and approved by the
auditors of public accounts(S.7-392a).

In conjunction with each town or city audit,
the town or city shall provide for the auditing of
the accounts of the local board of education. In
case of a regional school district, the regional
board of education provides for the audit(S.7-

- 392¢).

14

must be submitted to the Municipal Finance
Advisory Commission (S.7-394c). Regulations
now being drawn up will require all municipali
ties to inform OPM of their tax rate and budget
by each July 1. (P.A. 91-343). OPM shall review
all audit reports filed. If evidence of fraud or
embezzlement are found, criminal proceedings
may be instituted(S.7-395).

If, according to OPM, an audit report has not
been prepared in compliance with the provision
of Section 7-394a, or if OPM's director finds
evidence of any unsound or irregular financial
practice, he or she shall prepare a report con-
cerning the findings, including necessary details
for corrective action. The report is then referred
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to the Municipal Finance Advisory Commission
established under Section 7-394b. A copy of this
report shall be filed with the chief executive -
officer of the municipality and the auditors of
public accounts. Although the statutory refer-
ence in these sections refers to the state tax
commissioner, these responsxbxlltnes have been
assumed by OPM. '

. Municipal Finance Advisory Commission

Section 7-394b establishes a Municipal Finance
Advisory Commission which reviews and makes
recommendations concerning regulations sub-
mitted by the secretary of the Office of Policy
and Management (OPM). The Commission also
works with any municipality referred to it by the
secretary of OPM to improve their fiscal condi-
tion. Upon receipt of the secretary’s report
under section 7-395, the Commission determines
the level of fiscal distress of any municipalities,
reviews audits; the accounting and fiscal man-
agement practices of the municipality. The
Commission is authorized by statute to require a
municipality’s chief executive officer to provide
information and appear before the Commission
to discuss the municipality’s financial condition
and the implementation of remedial measures to
improve its financial condition.

The Commission consists of eight members
appointed by the governor as follows:

1. Four members who are fiscal or executive
officers of municipalities, with one such
member from a municipality in each of the

knowledge, in the discretion of the govemc
would be valuable for the purposes of said
commission;

3. A representative from the Office of Policy
and Management. Members are appointed
for four-year térms coterminous with the
term of the governor or until a successor is
appointed and qualified, whichever is
longer, provided the term of any such mem
ber shall be contingent upon holding the
office, when applicable, which quahfxed the
member for appointment.

Vacancies other than by expiration of terms shz
be filled by appointment by the governor for th
unexpired term. All members of the Commis-
sion serve without compensation, except for
reimbursement for their necessary expenses
incurred in the performance of their duties as
members.

Cash Management Programs

The Institute of Public Service has developed a -
series of programs to assist municipalities in
Connecticut in complying with the accounting,
auditing and financial reporting requirements ¢
Section 7-394a. A series of seminars are con-
ducted in various geographic areas of the state,
and providing for a survey type discussion and
analysis of:

Budget documents and format
Purchasing and encumbrance procedures
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following categories of population at thetime

of such appointment:

A. amunicipality with a population under
ten thousand, '

B. amunicipality with a population of at
least ten thousand but under twenty-five
thousand,

C. amunicipality with-a population of at
least twenty-five thousand but under
seventy-five thousand, and D) a munici
pality with a population of seventy-five
thousand or over;

2. Three members who are not officers of
municipalities but whose experience and

Cash receipt and disbursement procedures
General ledger - chart of accounts
Identification of funds (i.e., capital improve
ments, debt service, and special and trust
funds).

ARl B

These seminars are open to members of boards
of finance, selectmen, town treasurers and tax
collectors.

Evaluation of Municipal Pension Plans

As of July 1, 1977 any municipality with a pen-
sion or retirement system must prepare an
actuarial evaluation of the system once every
five years. This evaluation must include a




* review of accumulated or past service liability
related to benefits currently earned under the
system. The evaluation must be made by a
recognized actuary and must be prepared on the
basis of such assumptions as to interest earnings,
mortality experience, employee turnover, and
other factors that may affect future liabilities
under the system (S.7-394a). No ordinance

* altering the pension or retirement system can be
enacted until the legislative body has requested
and received a qualified cost estimate from the
~actuary. The evaluation shall be delivered to the
- chief fiscal officer who shall file a certified copy
with the town clerk. A summary of the evalua-
‘tion, including a statement prepared by the
actuary as to how much of an annual payment

" “should be made by the municipality to fund the
retirement fund, must be included in the first
annual report of the municipality after the
evaluation is completed (S 7-450a).

Annual Town Report

- The board of finance must prepare and publish
an annual town report. The report must be
available for distribution in the town. The report
must include the reports of town officers and -
boards required by law, a statement of the
amount received under Part ITa of Chapter 240 of
the General Statutes (town aid funds for im-
provement of highways and bridges) and of its
disposition, and any other matters the board

- deems advisable to include. Towns with popu-
lations of 5000 or less, as computed by the

secretary of OPM, inust publish their receipts

The report given at the end of each fiscal 1
by the tax collector to the board of finance mu
be printed in the annual town report. This
report must show for each rate bill:

1. The total amount of unpaid taxes at the
- beginning of the fiscal year and the total
amount of taxes which has come due duri
the fiscal year.

2. The total amount collected segregated to
show taxes, interest, penalties, lien fees, a1
other fees and to show what part of this
amount has been paid into the municipal
treasury and what part is still in the
collector’s possession at the end of the yea

3. The total amount of uncollected taxes on t
last day of the fiscal year.

4. The total amount of taxes lawfully abated
during the year.

5. The total additions and deductions on
account of lawful corrections.

6. A schedule showing the amount of each t
abatement, the name of the person against
whom the tax was levied, and the reason f
the abatement.

7. A schedule showing the amount of each
lawful correction, the name of the taxpaye;
concerned, the reason for the correction, ar

and.pyppndihirpe and_the names.of all persons,
firms or corporations, other than recipients of
support under Chapter 308, receiving money
from the town and the total amount of payments
in excess of $50.00 to each. If the town has a
bookkeeping system, approved by the secretary
of OPM, which sets forth receipts and expendi-
tures in detail, it is not necessary to publish the
names of those receiving money from the town
and the amounts received(5.7-406). Required
reports include the comments and recommenda-
tions of the auditor, the annual report of the
board of education and superintendent of
schools, and the annual report of the town
director of health(S.7-394; 5.10-224; 5.19-74).
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the authori ty forit(S.12-1 67)

Section 12-167 requires that the tax collectc
report to the board of finance include the total
amount of taxes on each rate bill transferred tc
the suspense tax book during the fiscal year, a:
a statement that the total uncollected taxes on
each rate bill on the last day of the fiscal year ji
completed agrees with a detailed listing of
uncollected taxes still appearing in each rate b:
however, it is no longer required that this por-
tion of the collector’s report be printed in the

~ townreport(5.12-167). It is also not necessary -

publish in the town report, by name of taxpay:
abatements which are granted on account of
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veterans’ exemptions(S,iZ-‘l67). The tax collector
must also prepare at the end of each fiscal year a
statement showing the amount of each tax

~ refunded, to whom the refund was made, and

the reason for each; this statement must be
published in the annual town report or filed in
the town clerk’s office within sixty days of the
end of the fiscal year(S5.12-129). The amount of
each tax transferred to the suspense tax book
during the fiscal year and the name of the person
against whom the tax was levied must be pub-

lished in the annual town report or filed in the
town clerk’s office within sixty days of the end of

the fiscal year(S.12-165).

Relationships with Other Town Officials

Town Manager. A town which has a board of
finance may adopt Chapter 96 of the General
Statutes providing for appointment of a town
manager. The manager is appointed by the
board of selectmen from a list of qualified per-
sons recommended by the board of finance. The
manager may be removed from office by the
board of finance after notice to the manager and
a hearing on the charges brought against

~ him(5.7-98). The board of finance determines the

amount of surety bond required for the

“manager(5.7-99).

Superintendent of Highwa JS and Bridges.
Within thirty days after a town votes to adopt
Sections 13a-8 through 13a-11 of the General
Statutes providing for appointment of a superin-
tendent of hnghways and bridges, the board of

ate two_ormore persons-for—tion of these should be integrated with the

appointment to the position by the board of
selectmen. The board of finance also nominates
suitable persons for this position whenever a
vacancy occurs. The superintendent may be
removed from office by the selectmen on charges
preferred by a majority vote of the board of
finance(S.13a-8). The board of finance deter-
mines the amount of surety bond to be required
of the superintendent(S.13a-9). On or before the
first Tuesday in September the superintendent
must file with the board of finance a detailed
statement of disbursements made by him during
the year, which statement must be audlted by
the board(S.13a-10).

Planning Commission. Under Connecticut
general law, a town’s planning commission or
planning and zoning commission is directed to
prepare a plan of development for the town.
The plan should show the commission’s recom-
mendation for the most desirable use of land
within the municipality for recreational, resider
tial, commercial, industrial and other purposes,
and for the most desirable diversity of popula-
tion in the various parts of the municipality.
Among other things, this plan may include the
commission’s recommendations for.a system of
public streets and roads, for the general locatio
and extent of public utilities - both publicly and
privately operated, and for general location,
relocation, and improvement of public
buildings(S.8-23). No municipal agency or
legislative body may locate any public improve
ments and public buildings until the proposal t
take such action has been submitted to the
planning commission for a report. However,

disapproved proposals may be adopted by a

majority vote of a town meeting or a two-thirds
vote of the representative town meeting or towr
or city council(S.8-24). These provisions of the
general statutes give the planning commission
authority to approve or disapprove location of
public buildings, public lands, utility installa-
tions, and streets before they are approved for
construction or acquisition by the legislative
body. In preparing a capital budget or propos-
ing expenditures for capital improvements, the
board of finance should bear in mind that loca-

comprehensive town plan, and the board shoul,
seek the advice and assistance of the planning
commission before proposing major capital
expenditures. ‘

If the board of finance seeks to initiate a
program of long-range financial planning, it
should do so in cooperation with the planning
commission. The general statutes do not spell-
out the various municipal agencies’ specific
responsibilities in preparing a long-range finan-
cial plan. As the agency responsible for prepare
tion of the annual budget, the board of finance
has a definite stake in a long-range financial
plan, which in turn must be based on the com-
prehensive town plan prepared by the planning

]



commission. Since the actual responsibility of
these two agencies in financial planning and
capital budgeting is ultimately a matter to be
worked out by each individual municipality, it
‘would be helpful to initiate the program in a
resolution passed by the legislative body, which
resolution would state financial planning policy
and designate the agencies and officials to carry
~out the various phases of the program and to.
compile the final plan.

Municipal Employees. Although the board of
finance will not be directly involved in collective
bargaining negotiations with organizations of

-town or city employees, the board is required to
take certain actions as the result of the
municipality’s negotiating an agreement with its
employees. Municipal employees have the right
to form employee organizations and to bargain

~ collectively through representatives of their own

choosing on questions of wages, hours, and
other conditions of employment(S.7-468). In
collective bargaining negotiations the municipal-

ity is represented by its chief executive officer or -

his representative. Any agreement reached by
the negotiators must be reduced to writing. A
request for funds necessary to implement the

- agreement and for approval of certain of its
provisions must be submitted to the municipal
legislative body for approval; however, where
the legislative body is the town meeting, ap-
proval by a majority of the selectmen makes the
agreement valid and binding upon the town and
the board of finance must appropriate or provide
funds necessary to comply with the agreement

the chief executive of the municipal employe
and the executive head of the municipal em-
ployee organization to each select one memb: -
of the arbitration panel. Within five days of t
appointment the two arbitration panel memb
select a third member who serves as panel
chairman. The arbitration panel holds a hear
in the town at which any member of the pane
has the power to take testimony, administer
oaths, and summon by subpoena any person
whose testimony may be relevant. The hearis
must be completed within twenty days after i

‘commencement. Two days prior to the hearis

each party must file with the panel, and the
other party, a proposed collective bargaining
agreement which the party is willing to execu
Each party then files a rejoinder stating the
paragraphs of the proposed agreement they a
willing to accept and those they are unwilling
accept. Five days after the hearing is complete
the arbitration panel forwards to each party a
arbitration statement, approved by majority v
of the panel, listing all agreement provisions
agreed by both parties and stating those issue.
which are unresolved. The parties may file w
the Secretary of the State and the Board of

‘Mediation and Arbitration their briefs on the

unresolved issues. The parties then must file
their statement of the “last best offer”(S.7-473¢
concerning the unresolved issues contained in
the arbitration statement and the final agreem:
provisions proposed by each party.

Within twenty days after the filing of the
statement of last best offer, the panel issuec, by -

(5.7-474, subsec. b). The statutes further provide
that when the agreement or request for funds
~ has been approved, the budget-making authority
of the municipality must appropriate whatever
funds are required to comply with the collective
bargaining agreement (S.7-474, subsection c).
‘Mandatory Binding Arbitration. If negotiations
- between the municipal employer and the em-
ployee organization fail to produce a contract
within ninety days after the expiration of the
 current collective bargaining agreement; then the
State Board of Mediation and Arbitration will
order binding and final arbitration imposed on
the parties (S.7-473c). The usual procedure is for

18

majority vote, its decisions on all unresolved
issues remaining. The statement of the panel
decides each question by accepting the provisi

“relating to the unresolved issues by taking the

provision contained in the statement of last be.
offer of one party or the other.

- New Binding Arbitration Legislation. Two n
acts allow local legislative bodies to reject
teacher, school, administrator, and other muni
pal employee arbitration awards by a two-thir
vote of those present. Rejected awards are the;
submitted to a second three-member panel of
neutral arbitrators. The second award is final
and binding on the town. In town-meeting
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towns, the board of selectmen accept or reject the
awards. '

~ The local legislative body has 25 days after
receiving the first award to vote to reject it. It
must reject the entire award, not just individual
issues. In order to reject a teacher or school
administrator award for a regional school dis-
trict, the legislative body of each participant

- town must vote to do so.

The second arbitrators are still limited to a
choice between the last best offers the town and

~ the union submitted to the first arbitrators.

They have 25 days to issue their decision. That
decision is based on the record of, and briefs

~ filled in, the first arbitration proceeding plus the
~legislative body's written reasons for rejecting

the first awards and the union's written response
to the rejection. The town must pay the reason-
able expense of the second proceeding.

The acts also change the criteria that all the
arbitrators must use for their decisions to make
the public interests and the municipality's ability
to pay paramount. The acts create a new; per-
manent panel of at least 20 neutral arbitrators to
chair the three-member panels for the first round
of municipal employee arbitration. The mem-
bers of the new panel must be unanimously
approved by a 10-member selection committee
with equal labor and municipal employee
representation. Finally, the acts repeal munici-
pal employee fact-finding. The acts are SHB
5566, PA 92-84, as amended by SSb343 (Office of

~ Legislative Research, Major Public Acts, 1992,
p.6).

- Heart and I-_Iypertension Beneﬁts.' A new act
places additional conditions on the ability of

- police officers and firefighters who are hired

after June 30, 1992 to receive heart and hyperter
sion benefits. A newly-hired officer or firefight:
will not be eligible if he or she has been a mem:
ber of the police force or fire department for at
least two years, or if the town proves by a pre-
ponderance of evidence that his or her heart
disease or hypertension is not job-related. The
act does not affect police officers and firefighter:
hired before July 1,1992. They remain eligible
for benefits under the same conditions as before
(SHB 5067, PA 92-81, effective July 1, 1992 -
Office of Legislative Research, Major Public Act:
1992, p.6).

Political Activities of Municipal Employees

- Sec. 7421 now prohibits the interfering with or

affecting the results of an election or nominatior
by forcing a local officer to pay, lend or contrib-
ute anything of value to a party or committee fo:
political purposes. Section 7-421b allows any
municipal employee to be-a candidate for.a
municipal elective office in a partisan political
election. It requires the municipality to grant a
leave of absence without pay for up to four
years, for employees accepting full-time elective
offices. However, no municipal employee shall
serve on boards of finance, inland-wetlands, any
other or body exercising land use powers (S.7-
421e).

Board of Education
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Mumicipal Officers’ Protection from Damage Suits.
Sec. 7-101a provides that each town shall protect
and save harmless any municipal officer,

- Whether elected or appointed, and any full-time |

municipal employee of the town, from financial
loss and expense arising out of any claim, de-
mand suit or judgment of alleged negligence or
alleged infringement of any person’s civil rights
while acting in the discharge of his duties. Sec. b
of the act extends this protection to acts of the
official or employee that are allegedly malicious,
wanton or willful act or ultra vires act. This
Provision also provides that the town has the
responsibility of assuming all legal fees.

The-beard-of education-must-prepare-an-item=
ized estimate of the cost of maintaining the
public schools for the ensuing year and submit
this estimate to the board of finance at least two
months before the annual meeting at which
appropriations are to be made (S10-222). The
funds appropriated by town meeting for opera-
tion of the public schools may be expended at
the discretion of the board of education (S.10-
222). The board of education may transfer “any
unexpended or uncontracted for portion of any
appropriation for school purposes to any other
item of such itemized estimate”(5.10-222).
Expenditures of the board of education must not
exceed the appropriation made by the town




' meetmg with any money recexved from other
sources for school purposes(S 10-222).
Review of Education Budget Requests. As
indicated above, the general statutes state that
the board of education must submit the school -
budget to the board of finance two months
before the annual town meeting or annual
. budget meeting. It is the function of the board of
finance to review all requests for expenditures
for town activities, to evaluate all requests, and
to recommend to the town meeting a budget
" which in its judgment meets all of the town’s
expenditure needs within its financial resources.
- In preparing the final town budget the board of

finance may have to reduce expenditure requests

~ of all town agencies including the board of
- education. The requests made by the board of
education must include necessary funds for
activities which it is requires by statute to per-
form and should include recommendations of
- expenditures for additional activities it feels
should be included in the school system.

The areas in which the board of finance may
reduce board of education requests have been

limited by the courts. In this respect Connecticut

courts have declared that:

1. The townboard of education acts as an
agency of the state in charge of education in
the town and is beyond control of other or in
incurring necessary expense except as the
statutes limit board functions.{2}

of finance may not refuse to-include an app
priation in the budget for this purpose. The
board of finance may reduce the amount re-
quested for such a purpose only when the

request exceeds the amount reasonably nec
sary to accomphsh the purpose; in reducing
request the board of finance may take into

‘consideration the educational needs of the t
its financial condition, and other expenditus
must make. The court further stated that.th
board of finance must exercise its sound jud
ment in determining whether, or to what ex
expendxture requests of the board of educat

‘are larger than the town can afford. If the b. A

of finance properly exercises its discretion a
the budget is approved by the town, the boz
education has no power to exceed the apprc

~ tions made.{4)}

A court decision in a case involving a co
between a board of finance and a board of
education was rendered by the Connecticut

‘Supreme Court in May 1963.(5} In its decisi

the Supreme Court upheld the decision of tt
Superior Court which in January, 1962, had

found in favor of the board of education of t
town of Ellington. The circumstances which
to the court action are summarized in the Su
preme Court’s decision as follows: The boar
finance of the town of Ellington in preparing
town budget including the school budget re-
duced the requests of the board of education
eliminate expenditures for three teaching po
tions, a curriculum coordinator, maintenanc

2. The board of finance cannot refuse to in
clude in the budget a sum reasonably
adequate for the performance of the duties
required by law with respect to education,
nor can it refuse to recommend a sum
reasonably adequate to make effective the
reasonable exercise of discretion conferred

by statute on the board of education with
. regard to education.(3)

This principal was reiterated in the Stamford
Case as follows: Where the board of education

- . requests an appropriation for a purpose which

the statutes require it to perform or which the
statutes give it discretion to perform, the board

20

school properties, and capital outlays. It in-
cluded in the town budget two special apprc
priations, one a contingent fund from which
board of education could draw funds for the
three teaching positions when they were act
filled; the other appropriation created a capit
account from which expenditures for capital
outlays and school maintenance were to be r
by the board of selectmen on request of the
board of education. The board of finance’s
purpose in recommending these special acco
in the general government budget was to pre

. vent the board of education from using the s

involved for purposes other than those speci
in the original budget.
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" expend at its discretion, contravened General ______ settl

In its decision the Supreme Court said: “The

' clear intendment of Section 10-222, when read in

connection with Section 10-220, is that all appro-
priations for school purposes shall be made to
the board of education to be expended by that
board. The number of teaching positions neces-
sary in the public schools, the need for a curricu-
lum coordinator, and the maintenance of school
properties are matters within the sound discre-
tion of the board of education under General -
Statutes Sectioni 10-220. This is not to say that
the board of education can act without restraint
and that the board of finance cannot control the
total amount of appropriations. Its control,

however, must be exercised reasonably by taking

into consideration the duty of the board of
education to maintain in the town a program of
educational opportunity which meets the re- .
quirements of state law; the power of the board
of education to exercise sound and reasonable
discretion in carrying out its duties; and the
town’s financial needs and resources.” The court
declared that the board of finance, by recom-
mending school appropriations in addition to
the amount it recommended for the board of
education’s budget, found that the additional
sum would not be “unreasonable, unnecessary
or beyond the resources of the town to provide.”
The court found that the recommendation of the
board of finance that certain funds for school
purposes be placed in the general government
budget, “to put them beyond the power of the
plaintiff [board of education] to transfer or

Statutes Section 10-222 and constituted an illegal
restriction on an appropriation for strictly educa-

tional purposes.”.

There is nothing in this legal framework to
prevent conflicts between the board of finance
and the board of education, however. If funda-
mental differences of opinion arise, they can in
the final analysis be resolved only by mutual
understanding between the two boards. Both
boards have important work to do for the same
community drawing on the same financial
resources for the welfare of the same taxpayers.
They should strive always to work together for
causes which are of mutual interest.

Transfer of Appropriations and Additional
Appropriations. The board of education has
complete discretion in the expenditure of funds

.appropriated to it for operation of the schools.

may make transfers among appropriations
without approval of the board of finance or tow
meeting(S.10-222). The Connecticut courts have
reiterated this power of the board of education
as to how and when it could expend, for opefa-
tion of the public schools during the fiscal year,
money appropriated for this purpose, and have
stated further that the board of finance has no
authority to refuse to transfer and transmit to th
board of educational amounts expended as long
as these amounts do not exceed the total appro-
priation approved by the town.

The board of education is obligated to en-
deavor to keep within appropriations made and
not seek a further appropriation unless impera-
tive need arises. However, should such need
arise, the board of finance has no authority to
refuse to recommend appropriation of an addi-
tional amount reasonably necessary to carry out
the board of education’s program.

Teachers’ Contracts. Section 10-153d(a) man-
dates that thirty days prior to the date on which
the board of education is to commence
negotiation’s with the teachers’ representative,
the board of éducation must meet with the board

“of finance. Although the Statute does not state

for what reason, it is implied that the two boards
would discuss the financial situation in the town
and the effects of various levels of contract

section has the right to have a member of the
board of finance present during negotiations of
the board of education and the teachers’ repre- -
sentatives. :

The terms of a contract negotiated under the
teachers collective bargaining act between the
board of education and the designated represen-
tative of its employees are binding on the legisla-
tive body of the town unless its rejects the
contract within thirty days after it is filed with
the town clerk. A referendum vote on the signed
contract may be petitioned by two hundred or
more persons or ten percent of the total number
qualified to vote in the town. If a petition is so

21
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filed to reject the contract, a minimum of fifteen’
percent of electors eligible to vote shall be re-
quired to participate in the voting and a majority
of those voting shall be required to reject. The
appropriating body of the town must appropri-
ate to the board of education the funds required
to implement the terms of the contract. '
(5.10-153d[b}). :

- Footnote
{2} The Board of Education of the Town of
Stoington v. The Board of Finance, et. al., 127
Conn. 345, 349, (1037).

(3} The Groton and Stonington Traction Com-
pany v. Town of Groton, 115 Conn. (1932)

{4} The Board of Education of the Town of
Stamford v. The Board of Finance, et. al., 127
Conn. 345, 350, (1937)

(5} Board of Education of the Town of Ellington
v. Town of Ellington, et. al., 151 Conn. 1, (1963)
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Chapter 4

The one most pressing probiem of local govern-

_ments in recent years has been obtaining suffi-

cient revenue to finance esSenti’al services. The
brief discussion to follow will suggest some
guideposts which may be useful in analyzing the
revenue problem, and some methods of better
adapting a municipal revenue system to local
conditions.

~ Since the depression of the 1930’s several
changes have taken place in municipal revenue
patterns; these changes have accelerated since

the close of World War II. Nationally, depen-

dence on the property tax as the sole source of
municipal revenue has lessened, although the
property tax remains by far the largest source for
local governments. At the same time, there has
been an increase in the use of state grants-in-aid
and shared taxes, a trend toward placing more
municipal services on a self-supporting basis,
and a wider use of all types of non-property
taxes. -

Sources of Municipal Revenue
The property tax is the largest single source of

. Local Government Revenues

property tax which had proved to be unreliable
in periods of economic stress seemed also to be
incapable of providing all the funds needed to
finance significantly expanded services. Au-
thorities began urging more diversification of
municipal revenue sources by broadening the
local taxing power and by increasing the state’s
contribution to local funds through in¢reased
grants-in-aid.

~Several states have substantially broadened
local revenues by allowing towns and cities to
levy sales, gross receipts, and income taxes.
Connecticut however, has not yet permitted
municipalities to levy sales or income taxes.
Although the total national picture indicates an
increasing amount of local revenue from these
sources, this amount is accounted for by a few .
large cities and by a few states which permit
state collection and return of a locally imposed
additional sales tax rate. Most municipal gov-
ernments throughout the country continue to be
strongly dependent on the local property tax.

Connecticut towns and cities are more

dependent upon the property tax than are U.S.

“Tocal government revenue in the United States.
Next in importance are payments from other

governments - primarily in the form of state
grants-in-aid, federal grants, and charges for
services and miscellaneous general revenue.
Sales and gross receipts taxes and license fees are
relatively significant revenue producers for some
municipalities. |
Taxes. The depression of the 1930’s and the
pressure for increased local spending since the
close of World War Il generated much interest in
new sources of revenue for municipalities. The

municipalities in general. Thirty-eight percent ¢
all municipal revenue and seventy-percent of al
municipal tax revenue in the U.S. is collected
from the property tax. Two-thirds of all munici-
pal revenue and all municipal tax revenue is
from this source in Connecticut. Connecticut
municipalities do not levy sales or gross receipts
taxes, and other local taxes, primarily local
license fees, do not produce a significant amoun

-of revenue.

Property Taxes. Total tax collections in Con-
necticut in 1988-89 were $3.2 billion. Approxi-




mately $1.8 billion of this was derived from
property taxes on residential property, $0.8
billion from commercial real estate, $0.3 billion
from commercial personal property. The bal-
ance of $3.2 billion was collected from pérsonal
property taxes and motor vehicles. The effective
- mill rate (the mill rate if all property-is assessed
at current fair-market value, as determined by
State analysis of sales prices and assessed values)
has a narrower range because it, by design and
intent, standardizes the mill rates among munici-
palities in different stages of the revaluation -

cycle. In 1987-88 (latest data available for effec: -

tive rates), effective mill rates on all property

ranged from 4.1 (Lyme) to 20.1 (Hartford), with a-

-population-weighted average effective rate of -

12.6 mills. For example, the total tax paid on the

average property selling for $100,000 in Lyme
was $410; on a $100,000 property in Hartford,
~$2,010; and the average tax paid statewide ona
$100,000 property was $1,260.

Effective mill rates provide a way of compar-
ing tax rates on property among municipalities;
effective property tax rates do not tell us any-
thing regarding the relative ability of taxpayers
to pay their property tax. In economists’ terms,
effective tax rates reflect the tax on land and
- capital improvements. Because property taxes
~ are paid out of current income (e.g., salaries and

-wages) rather than the market value of property,
one must have data on the income level of
property owners before the relative tax burden
can be analyzed..

Recently in Connecticut, residential property —agse

has been appreciating at a faster rate than com-

mercial property, lowering the effective tax rate

. onresidential property vis-a-vis other property.
This phenomenon can create an implicit tax shift
-onto motor vehicle and commercial property in
the years prior to revaluation as the value of
residential properties grow relative to the value

,of all other properties in a given municipality.

- After revaluation, residential taxpayers will feel
the effect of this implicit shift that has occurred
‘between revaluations — and, thus, they will feel

the explicit tax shift in the first year following
revaluation.

Grants-in-Aid and Shares Taxes. State grants-
in-aid to local governments are a means of

24

shifting a portién of the local revenue burd

from the property tax and providing town:

another revenue source. To provide funds
which to make grants, the state from its brc
tax base collects additional revenue and di:
utes it to the towns under various allocatio
systems and for various purposes. Connec
grant-in-aid programs have traditionally b«
directed at providing funds for specific fun
and for special programs. Another means «
channeling state-collected funds back to mu
palities is through shared taxes; here, the st
collects tax revenue centrally and returns it
the municipalities in proportion to the amo
collected locally. Connecticut has a numbe.
grant-in-aid programs, but does not at this
have any state-collected, locally shared taxe
Infrastructure Fund. Public Act 1 of the
1985 Connecticut General Assembly establi
a municipal infrastructure trust fund and a
municipal infrastructure trust fund commit
Towns may use grants from this fund for rc
construction, renovation, repair or resurfaci
sewage treatment plans, sewer lines, public

 building construction, and repair of bridges

dams. A local match by the municipality is
required. This was replaced by Local Capit:
Improvement Program, (LOCIP).

Charges and Miscellaneous Revenue. Char.
for services performed by the government f
certain citizens and miscellaneous small
amounts of revenue comprise the remainde;
general revenue of towns and cities. Special

substantial revenue from these sources; nati
ally, about one-fifth of local revenue is attrit

- able to this category.

Additional Local Government Revenue

With property tax collections at record high

levels throughout the country, the demand f

additional funds to support local governmer

continues. Inflation and the necessity to pro
more and improved services to an increasing
urban population have spurred the search fo
new sources of funds for municipalities. The
needed funds can come from increases in pr
erty tax levies, from new taxes levied locally,

ssment revenuesareincludedinthiscat———

‘egory. Connecticut towns and cities still de:
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from additional state and federal grants-m-and
Reaction to these spending increases has spurred

pproductivity studies, and in California, spending

curtailments.
Increasing the Property Tax. The trend toward
differential treatment of various classes of

property, removal of entire classes of property

from taxation, and enlargement of the area of
exempt property has seriously eroded the prop-
erty tax base and removed much of its ability to
cope with changing economic conditions. A
realistic appraisal of the impossibility of a com-
pletely general property tax has led to removal
from the tax base of those types of properties
found to be difficult to tax equitably. Political,
social, and economic pressures are leading to an
ever-growing list.of exemptions. The result is a
narrower and more inflexible property tax base

from which to provide funds for needed munici-

pal services.
While the productivity of the property tax

~can be increased, it does not necessarily follow

that more money should be raised from this
source. Other possible sources of revenue
should be carefully considered before property
tax rates are increased drastically. The criticisms
most frequently leveled against the property tax
- that it is poorly administered and that assess-
ments are inequitable - are not valid criticisms of
the tax itself. The most legitimate argument
against the property tax is that it is regressive,
falling with greater weight on those less able to
pay, and that ownership of property in our

ability to pay taxes. Much of the objection to the
property tax as a major revenue source has been
generated not so much by the general nature of
the tax itself, but by the rapid acceleration in
amounts collected which has amplified all of its

. evils.

However, despite its deficiencies the prop-
erty tax will remain the major-source of munici-

pal income, and improvements in its administra-

tion should be continuously sought. These
improvements should look toward better assess-
ment and collection procedures, abolition of
arbitrary tax limits, reduction in the amount of
exempt property and elimination of any overlap-
ping governmental units.

State Grants-in-Aid. A state grant-in-aid is a
transfer of funds from the state to a lower level
of government for the purpose of paying fora

portion of the services rendered at the lower

level. Grants may be designed specifically to
encourage municipalities to undertake certain
programs by offering financial assistance in
operation of these programs. Or grants may be
designed to equalize standards of local govern-
ment services by underwriting a share of cost of
certain or all services. Or grants may be de-
signed merely to relieve local government tax
burdens and provide a broader base for local
government revenue. In _actuality, all grants,

- except those few which force adoption of pro-

grams which would not be undertaken at the
local level without state stimulation, have the
effect of relieving property taxes generally.

- The state of Connecticut returns funds to the
towns and cities through a number of major
grant programs and several minor ones. Major
grant programs are related to education, high-
ways, health, redevelopment, planning, and
welfare. Each grant has its own statutory au-
thority, method of making application, disburs-
ing agency, and formula. Some formulas pro-
vide for the state to underwrite a fixed percent-
age of the cost of a specified program; some
provide for division of an appropriated sum
among towns; some provide for distribution of a
fixed sum per pupil, per hour of instruction, per
capita block grants, or per mile of highway.

The objectives to be served by the state

state level, and the objectives will determine the
method of allocation used. Since virtually all
grants have the effect of lessening the amount of
revenue which must be raised locally, the type of
grants used will be determined by the extent and
type of relief desired. Flat grants of a specific
amount to all towns recognize merely the magni-
tude of the local tax burden and serve to shift a
portion of local government cost from the prop-
erty tax to‘more efficient or to more equitable
taxes suitable for collection by the state. A grant

~ program may go a step further and aim at

reduction of the inequalities in property tax
burdens among towns that arise when towns

e




~ with different tax burdens and tax capacities

must meet the cost of the same level of govern-

ment services. This approach of distribution of
grants recognizes that the financial abilities of
- local governments differ and that the state must
equalize these differences in allocating grants.

- Phases of Educational Funding
Guaranteed Tax Base (GTB) Horton V.
. Meskill. In fiscal year 1989-90, Connecticut
* spent 3.222 billion dollars to prov1de public
education for students, an average of $6,884 per
-student. Supportmg the programs and the staff
in 1,100 elementary and high schools is one of

the state’s most important activities. The great- |

est amount of funding for educational programs
comes from local funding by means of property
taxes. In Connecticut local communities pay
nearly three quarters of the annual cost for
public education. As a result of this funding
arrangement, wealthier towns in the state are
able to provide more funding for various types
of improved educational programs. Those
- towns with limited tax bases'must use a higher
percentage of property tax revenue to fund
~ educational programs in their towns.

In 1977 the State Supreme Court, in Horton
V. Meskill, declared that these property tax
funding practices violate provisions of the state
constitution. The court ordered the legislature to
adopt some formula which would better equal-
ize expenditures for educational purposes. The
court ruled that free public education is a funda-

and that students are entitled to equal enjoyment
of that right. The court ruled that each child in

‘the state must receive a suitable program of

~ educational experiences and that these programs
be funded at a reasonable level.

The General Assembly utilized the Guaran-
teed Tax Base program (the GTB), introduced in
1975, as a vehicle for revised funding programs
for local educational institutions. It was viewed

by many to be the vehicle for improved and
equalized educational funding for local school
needs.
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The features of this program were:

1. The law designates the town at the 85t
centile (25th from the top of the 169 toy
terms if its ability to pay. for education

~ local resources) as the standard for equ
tion. The goal of the program is to pro
all towns below the 85th percentile wit
same ability to pay for school services
town at the 85th percentile enjoys, if th
willing to make the same taxing effort
~ support of their schools.

2. To a'tCOmplish this goal the state guara
that each town below the 85th percenti
could generate the same amount of mot
per pupil as does the town at the 85th|
centile. If a town tax base is below the
anteed tax base, the state makes up the
difference in revenue between what th
can actually raise from its own tax base
what it would raise with the same tax 1
it had the tax base of the 85th percentil
town. If the town is at or above the 85t
centile it receives no GTB grant and loc
revenues continue to be raised on the ¢
tax base. |

3. All school districts continued to receive
state’s flat grant for general aid to educ

4. The GTB did not interfere with local cc
of the schools, did not take money fron

—_,_meMMgNgumn&edb%mwat&conmmhon“—mWanégwuwmhemdmdﬂel_m

limits on the amount of school expendi
or tax rates.

Under the bill the towns were able to u:
GTB grant for increasing school expenditu
reduce the property tax burden. The GTB
to a town would increase if the town increa
school tax rate or if its population or studes
enrollment increased it would decrease if tl
grand list increased, or if its family median
income increased relative to the state medi:

- Educational Enhancement Act (EEA). Put
Act 86-1 established a voluntary, state-fund
minimum teacher salary $20,000 ($21,500 in
high wealth districts). This act provided fo.
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1. Minimum salary program

2. Increased salaries for teachers above the
minimum

3. Improved student/teacher ratio
4. General education aid

Various requirements controlled eligibility
for these grants. They were that increased =
teacher salaries must be negotiated through
collective bargaining and the 1986-87 contract
could only be opened with approval of the local
fiscal authority.

Equalized Cost Sharing

Other Local Taxes. The use of taxes other than
the property tax by other state’s local govern-
ments has been steadily increasing in recent

years. These other taxes include taxes on admis-

sions, businesses, general and special sales,
income, motor vehicles, and public utilities.
Further, special charges for garbage and refuse
collection, for parking, and for sewer service and
revenue from public service enterprises are
assuming a more prominent role in their local
revenue picture. These other sources of income
are used in varying degrees by municipalities
throughout the country. Some twelve states
permit municipalities to levy sales taxes, the
rates of which vary from .5 percent to 3 percent.
A significant improvement in administration of
local sales taxes in several states has been

few states which have permitted their use in.
‘recent years. In Pennsylvania, where more than
1,000 municipalities and school districts are now
using it, the municipal income tax has become
the most productive of many new taxes levied -
by cities since the close of World War II. Penn-
sylvania municipalities are permitted to impose
a tax on earned income only at a rate not exceed:
ing 1 percent. Tax liability extends to: (1) local
residents who earn wages and salaries within
their own taxing district, (2) local residents
whose earnings come from beyond their home
taxing district, and (3) nonresidents whose

_earnings are from sources within the taxing.

jurisdiction other than a school district. Al-
though administration of the tax is somewhat -
complicated and requires a maximum of admin-
istrative ingenuity, it had provided a steady flov
of revenue from a broad base.

| ‘Analy’siVs of the Revenue Problem

Local revenues can be increased by more wide-
spread use of non-property taxes, more state aid
additional federal aid, and more charges for
municipal services. Adoption of any new rev-
enue source locally must be based on analysis of
the entire federal state and local revenue struc-
ture. In seeking to increase local revenue locally
some considerations that should be taken into
account are:

1. Improvement of the municipality’s financial
organization and administration and
strengthening of existing taxes.

achieved by providing for state collection of the
locally levied tax. The local levy, collected
concurrently with the state sales tax, is returned

to the municipalities by the state, less a fee forits

services.

A special example of state aid in the form of
a split of the state sales tax was enacted by P.A.
78 - 376. As a financial aid to Hartford because
of the Civic Center collapse, the state allowed
Hartford to keep up to four and one half percent
of the state sales tax collected on sales on hotels
and lodging houses for the support and promo-
tion of convention bureau activities.

Municipal income taxes have become a
lucrative revenue source for some cities in the

2. Greater yields from the property tax, not

- necessarily from higher rates, but by more
complete assessments, higher values, and
better enforcement.

3. As new local taxes are put to use, closer

coordination of federal, state, and local tax
structures.

4. Special attention to methods of obtaining

some revenue from non-residents who work
in the municipality or who use its culture,
recreational, and shopping facilities.

LN Y




5 Reahzahon of the practlcal limits of the yield
from mlscellaneous revenue SOurces.

6. State financial assistance designed to stabi
- lize local revenues, to return fo municipali
ties tax money which the state can more
readily collect, and to mamtam reasonable
minimum standards of local service.

7. Attention to all factors which tend to increase
“municipal expenditures, particularly to those
factors which have a direct effect on finances
~ such as the method used to finance public
utilities in new subdivisions, the need
for urban renewal, and scheduling of pubhc
improvements.

The interrelationship of the local, state, and
federal tax structures, and particularly the
increased interweaving of state and local rev-
enue systems, cannot be overemphasized.
Previously the most frequently suggested rem-
edies for local revenue shortages were a more
liberal sharing of state and federal funds, exten-
sion of state and federal aid, broadening the local

“tax base, and relinquishing to local use certain
taxes used by the state and federal governments
- all solutions which involve action by other
levels of government. With the fall-out of
California’s Proposition 13, recommendations
for spending and property tax limitation or roll
backs, municipalities are now implementing cost
effectiveness studies. Improved productivity

— programs-to-refine-the quality of municipal

services. No longer content to lobby for in-
creased federal and state aid, municipalities are
now faced with a re-ordering of their priorities,
and a re-examining of the need and level of their
services provided to the taxpayers.

28
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Chapter5
Preparing the Budget

The most significant task which the board of
finance performs is preparation of the annual
town budget. The budget sets the pattern for the
year’s operation of the town government, deter-
mines expenditures to be made and services to
be provided. Time spent on, and thought given
to, developing and executing a systematic ap-
proach to budget preparation will be directly

reflected in the soundness of the town’s financial |

operations.

What Is a Budget?

A budget is “a comprehensive plan, expressed in
financial terms, by which and operating program
is effective for a given period of time. It includes
estimates of: (a) the services, activities, and

" projects comprising the program; (b) the result-

ant expenditure requirements; and (c) the re-
sources usable for their support.” In setting forth
this definition, the Committee on Performance
Budgeting and Unit Cost Accounting of the
Municipal Finance Officers Association of the

A budget has also been analyzed as a process of
allocation of scarce resources. If so, what are the
-various types of budgetary techniques and
procedures that have been developed to assist
legislative officials in distributing these re-
sources? The following types of budgets have
been developed to provide this type of program
information:

Types of Budgets

Line Item Budgets. When a budget is con-
ceived of merely as a financial and accounting
device, requests for funds are based on a de-

' tailed list of objects to be purchased- materials,

supplies, equipment- and salaries and wages to
be paid. Each department, official, or agency is
allocated a specified amount of money to make
each of these purchases. This type of budget is
the one most often found in Connecticut munici-
pal budgets. The reason is simple: ease of under
standing, ease of preparation by the department
head, ease of review by the board of finance and

DR R e

U:S-and Canada recognized the widening scope
of budget-making. The committee’s definition
reflects the changing concept of the budget from
a financial document which exists primarily to

provide financial control to a document which is

anaid to planning, policy making, and adminis-
tration. It also reflects a shift from the idea of a
budget as a financial statement made up of
expenditure and revenue estimates gathered
together shortly before the beginning of the fiscal
year to the idea of budgeting as a continuing
process which results in a statement of what is to
be done with all of the municipality’s resources.
Thus for this writer, a more descriptive defini-
tion of a public budget should be “policy ex
Pressed in monetary terms.”

ease-of understanding by-the-taxpayers-—Re-

quests are usually justified by comparison with
past requests for the same items. Review is
usually confined to incremental changes in line
items over the previous year, usually easily
justified in inflationary periods. However, this
object of expenditure-type data does not provide
information about what services are being
provided, the level at which they are performed,
or the effect of increases or decreases on the
quantity and quality of decreases on the quantity
and quality of those services. It is difficult in line
item budgeting to make rational decisions as to
whether new municipal services should be
provided, or whether existing programs should
be increased, decreased or eliminated.

2!



Program Budgets. In recent years, the term

“program budget” has been adopted to identify -

the broader concept of the budget as a program
~ planning process. This broader concept focuses
attention beyond objects to be purchased, to ‘
work to be done and services to be rendered. A
program budget is a policy making tool asit
analyzes programs of services to be delivered to
 the citizens of the community. The program
‘budgeting process requires a department, board
of commission to identify each program it
conducts and the community purpose or needs it
~ serves. The program budget format includes a
description of each agency, the services it pro-
vides, and the cost of the benefits of various
_program changes. Because agencies are required
to state their objectives, program budgeting
creates a basis for departmental accountability.
Performance Budgets. This is an elaboration or
extension of program budgeting. It is based ona
projection of future budget costs based on units
or measurements of work and service costs.
Miles of streets oiled, tons of rubbish collected, '
and hours worked are all types of performance
information. There is a great difficulty however,
in identifying work units in all departments and
agencies and therefore it is of limited application
to governmental agencies.
. _Planning, Programming, Budgeting, Systems
(PPBS). An extension of program budgeting
"~ theory is called “planning, programming-bud-.
geting systems” (PPBS). Introduced in the
federal department of defense in 1961, PPBS was

| Mahagehxent-'By-Objectiv_e (MBO). This or
nated with the private sector following Worl

~ War Il and is currently being espoused at th
federal level. It involves setting objectives,

tracking progress and evaluating results thr
participation of management. MBO is said t
more flexible than PPBS since it can be confi
to particular agencies on a selective basis.
Within an agency, all services and activities
to be systematically appraised. Managemen
to set specific goals, timetables and strategie
bring about stated objectives. MBO can but
not be involved in the budgetary process.
Zero-Based Budgeting. Zero-based budge

 differs from the traditional incremental app

to budgeting in that it assumes that every ac
ity must be analyzed and justified as if it we
being proposed for the first time. In contras
fragmented incremental budgeting, zero-ba:
budgeting is a comprehensive approach. Ez
program is challenged for its very existence
during every budget year, and no base or m
mum funding level is presumed for any acti
Spending is justified from a “zero” base wit
reference made to previous spending. Its pt
pose is to discourage perpetuation of progr:
which may no longer be valid or have less

priority than new programs which may seel
funding. The fundamental basis for ZBB is
“decision package” concept. This “decision
Package” is an analysis of each basic actiyit:
describing the cost-benefit trade-off of alten

" tive levels of funding for each activity. Eacl

extended to all federal government agencies in
1965. It is a system aimed at helping manage-
ment make better decisions on the allocation of
resources among alternative ways to attain

- government objectives. PPBS combines the older -

concepts of program and performance budgeting
‘with their orientation toward program rather
than object classification into a package which
‘can be applied to total government planning.
The significance of PPBS for Connecticut munici-
palities is the continued emphasis on the pro-
grams; but in this case, program broadened to
identify fundamental governmental objectives -
*and analysis of various methods of achieving
these objectives. This budgeting approach is in
active use in state and local government.

30

"package” includes a description of whatw
accomplished, how it will be done, and alte
tives to present funding levels.

The difficulty with ZBB is that it require
extensive budget staff to completely review
and every program every fiscal year. A mo
practical approach-to ZBB is to apply it to o

- the major departments.

Purposes of Budgeting

A budget is more than a legal requirement.
understanding of the several objectives of b
geting will insure maximum benefit from a
phases of the budgetary process. In the pol
area, the budgetary process brings informa
to the proper level for decision-making. It
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provides a basis for.regular examination and
evaluation of the government’s purposes and
objectives and facilitates evaluation of programs

designed to carry out these objectives. The
“budget process also provides a basis on which

policy makers can compare and evaluate the

- relative roles of government and the private

economy. And, finally, the budget document
itself is an important source of information for
democratic control of governmental activities.

In the administrativeva‘rea, budgeting serves
a second set of purposes. Here, the budget is the
instrument through which policy can be imple-
mented legally and efficiently. It provides the
legal basis for expenditure of funds and the
framework for public.accounts. It also makes .
possible the systematic examination of internal
operations from the standpoint of efficiency and
economy and facilitates delegation of authority
while maintaining central controls.

: Budget Calendar

In order to.produce a budget document that is
ready at'the required time and is assembled in an
understandable fashion, it is wise to follow a
timetable or calendar. The controlling dates in
the budget:calendar are those required by law; the
other dates can be filled in from previous experi-
ence and practice.

" The budget calendar should make provision
for:

1. Preparation of estimates by individual
departments or agencies;

The significance of a budget calendar is that

it provides for orderly progress through the

steps in budget-makmg, of less significance is
the actual time necessary to accomplish the
steps. The suggested budget calendar for a small
town given here includes the significant steps
and provides about three months for completion
of the budget. Public Act 91-343 now requires
each municipality to submit one copy of its
budget to OPM.

. Suggested Budget Calendar for a

Board of Finance in a Small Town with
Fiscal Year July 1 - June 30

Prior to Feb. 1  Prepare budget request forms
and enter prior and current year financial data.

Feb.1 Issue request forms and budget instruc-
tions to town officials. :

Feb. 1 - Mar. 15 Prepare revenue estimates.

Mar. 15 Completed request forms returned by
town officials; receive board of education bud-

get.

Mar. 15 -May 1 Compile and investigate esti-
mates, hold budget discussions with department
heads and officials on their requests, prepare
final recommendations, prepare budget docu-
ment and hold public hearing. '

Around May 1 Hold public hearing on budget

2. Review of estimates and éompilation of the
budget by the board of finance;

3. Availability of the proposed budget to
interested persons and organizations prior to
the public hearing;

4. The public hearing;

5. Revision and publication of the final budget;

6. Adoption of the budget by the town meeting.

(at least two weeks before annual meeting).

May 8 Revise and publish final budget at least
five days before annual budget meeting.

Around May 15 Annual meeting, budget
adopted.

May and June Available in case budget is
rejected by town meeting or in case of referen-
dum. Submit budget to OPM

'I’r_eparing Budget Requests

As the budget calendar indicates, the first step in
the annual budget-making process is prepara-
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tion of budget request forms and issuing these to
the officials who will make budget requests.
Prior and current year financial data should be
entered on the forms before they are issued,
along with proper identifying information.
A Along with the forms should go a memoran-
dum or letter from the board of finance outlining
general budget policy, the financial outlook for
the year, general fiscal policy, and an explana-
tion of the budget program. Detailed instruc-
tions for completing the forms should also be
sentto officials. At this time, it may be helpful to
call a meeting of all officials involved. At this
meeting forms and written instructions can be
distributed and explained and the board can
discuss with town officials the financial situation
as they see it, major changes in policy antici-
pated, and new programs to be instituted.
Officials can also bring up-changes in their
activities which will affect general financial
policy. :
When budget request forms and instructions
" have been standardized, these may be compiled
in a permanent budget manual which is distrib-
uted to officials who prepare budget estimates.
A budget manual will provide a uniform ap-
proach to expenditure and revenue estimating.
The following items should be included ina
budget manual: explanation of salary and wage
policies; methods of completing budget forms;
base dates on which estimates are to be made;
number of copies of forms and procedure for

1. ‘Actual expenditﬁres for the last complet:
fiscal year.

2. The current year’s appropriations .

- 3. Expenditures for the current year to dat

4. Estimated expenditures for the balance (
year.

5. Requests f_cS_r the coming year.

The first three columns should be filled in b

board of finance before the forms are distrit
to other officials, so that this information is
uniformly listed from financial records. The
budget request forms should also include sj
either on the reverse side or on a separate s
for a statement of the program to be carried
by the requested funds. Where one official
responsible for more than one function or a
ity of the town government, a separate forrr
should be used for each.

Large towns and cities make use of a nu
of more detailed budget request forms. The
include a form for personnel detail and sala
calculations by activities and for individual
employees; a personnel summary form by
activities and position titles only; and separ.
forms for detailed budget requests other thz
personnel by activities and for summary by
departments and program explanation.

e submitting them; and the complete budget

calendar.

- Budget Request Forms

Requests for expenditures submitted to the .
board of finance by town officials are the heart of
budget-making. Even in the smallest towns
under the most informal procedures, budget
requests should be submitted in an orderly
manner using standard forms and following

uniform instructions. The board of finance must

take the initiative in systemizing this phase of
the budget process.

Standard budget request forms to be used by
each official requesting appropriation of funds
must be developed. These forms should include
columns for listing of:
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Estimating Revenues

The board of finance must prepare estimate
revenues needed to finance budget request:
Because the property tax is used as a budge
balancing tax in Connecticut, it is customar
estimate all other revenues first. The prope
tax levy is then set to provide the additiona

revenue needed to balance the budget. The

board should have a systematic method of
determining revenues from all sources in o:
to establish trends and make comparisons {
year-to-year. Revenues should not be estin
solely on receipts of the previous year.
Development of a systematic approach
revenue estimating incorporating some or




the following devices will provide valuable data
" on each revenue source: :

1. An analysis file for each revenue source
providing the following information:
a) legal background and references to ordi-
- nances or statutes establishing the rev
enue source;
b) copies of pertinent legislation;
¢) schedule of rates applied;
d) list of factors which influence revenue
yield.

2. Data sheet of collections by months and total -

by years.

3. Percentage calculations of trends in collec
tions by month and year to indicate seasonal
fluctuations. '

4. Information on local economic conditions
and trends which affect tax yields.

The board of finance should be responsible
for continuing investigation of possible addi-
tional sources of income. It should make certain
that the town is taking full advantage of federal
and state grants available for special programs.
Rates of service charges should be periodically

' reviewed so that they are kept in line with
fluctuations in costs. Changes in state policies
and programs which affect local receipts should
be carefully analyzed and incorperated into
early revenue estimates.

4. Qualities and types of labor, material, equip
ment, and other cost elements required by the
- work volume. S '

5. Price levels of the various cost elements.

Expenditure requests must be compiled into a
comprehensive operating plan for all municipal
services, and this plan balanced against the -
town'’s ability to finance it. Activities must be
evaluated, and the feasibility of expanding old
activities-or adding new ones has to be deter-
mined. The long-range implications of proposed
expenditures must be considered. Because they
constitute the largest single cost element, par-
ticular attention must be given to all personnel
items. It must be determined whether the
requests include consideration of fluctuations in
price levels of materials, supplies, equipment,
and contractual services as well as salaries and
wages. Capital outlay requests must be evalu-
ated against the long-range capital improvement
program.

The Budget Document

This is the final budget as compiled by the board
of finance for submission to the legislative body.
It should be a clear statement of work to be
performed and the financial program needed to
accomplish it. The budget should be divided
into four major sections: the budget message,
summaries of requested expenditures and
estimated revenue, detailed data on expenditure
and revenue estimates, and a summary of the
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Reviewing Budget Requests

In reviewing budget requests in preparation for
compiling the final budget, the factors which
determine operating costs should be kept in
mind. These factors should be related to each
activity performed and may be grouped into five
categories:

1. The scope and quality of services provided.
2. The volume of work required to render the

3. Methods, facilities, and organization for per
forming the work. -

board-of education’s budget. An additional

section may contain detail of the year’s portion
of the long-range capital improvement program.
Budget Message. The budget message pro-
vides the opportunity to convey the entire
financial picture for the year and to indicate
major changes in programs, expenditures, and

revenues. It should indicate changes in level of

expenditures, work programs, costs, revenues,
and financial trends. The budget message may
also mention changes made during the year in
the prior year’s budget and how these affect the-
recommended budget. Here again, emphasis is
on programs, on work done and work to be
done, not on items to be purchased. The budget
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message is a significant tool in putting across the
concept of program planning in the budget.
‘Summaries of Reventies and Expenditures. These .
.. two summaries will receive the primary atten-
tion at budget hearings and town meetings. The
summary of expenditures should show total
expenditures by departmenits and functions.
comparing the proposed budget with two prior
years. The revenue summary will show rev-
enues for two prior years compared with esti-
mated income for the coming year for each
revenue source. .
Detailed Budget Estimates. In this section of
~ the budget expenditure requests and program
descriptions are given for each department and
activity in greater detail. The degree of detail
~may vary considerably, but in general it will
show the activity total broken down to show
salaries and wages in total and by position,
expenses in total and by major items, and capital
outlays by total and by items. An important part
of this section is the program description for
eachractivity indicating the work performed,
number of personnel involved, and the major
items of expense.
Board of Education Budget. The budget which
is the responsibility of the board of finance to .
compile in toto is frequently described as the
“selectmen’s budget”; this is a budget for all
operations of the town government except the.
schools. The board of education is responsible
for preparing the school budget and submitting
it to the board of finance. After the school

budget-is-reviewed by-the board-of finance; the

total amount recommended is added to the
selectmen’s budget and appears in the expendi-
ture summary as a total figure only. The detail
of the school budgét should be included as a part
of the detailed presentation in the same form as
the “selectmen’s budget.”
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Chapter 6

Municipal Accounting

Funds budgeted in advance are subsequently
accounted for as obligated and spent. Account-
ing records financial information so that it can be
used as a tool of municipal management, to

prevent waste and inefficiency, as a check on the

fidelity of persons responsible for municipal
funds, and as a means of providing information

~on the municipality’s financial condition and
operations.

The board of finance in towns operating
under the general statutes is responsible for the
method by which, and the place where, all
records and books of account of the town are
kept (S.7-344). This chapter will outline briefly
general principles and procedures of municipal
accounting. The Governmental Accounting
Standards Board has published detailed guides
to municipal accounting which should be fol-
lowed closely in day-to-day procedures. (6}

Accounting Principles
Governmental accounting exists for the purpose

Compliance with Legal Provisions. The munici-
pal accounting system must show compliance
with all legal requirements relating to the
government'’s financial operations. Legal re-
quirements may have their origin in the state
constitution, state statutes, regulations of state
agencies, town or city charter, local ordinances
and other legislative body enactments, and the .
annual budget. The accounting system must be
adapted to meet these legal requirements. In the
event of conflict between legal provisions and
accepted governmental accounting principles,
legal provisions take precedence.

Disclosure of Financial Operations. The mu-
nicipal accounting system must provide
comprehensive data on the financial operations
of the government and must disclose fully the
financial position of all funds and account
groups of the municipality. This information is
needed by the municipal administration, by the
legislative body, and by the public in their
evaluations of governmental activities. In

of providing complete and accurate financial
information to persons responsible forand
concerned with operations of governmental
units and agencies to aid in evaluation of past
performance and in planning future operations.
It must also be available to those bodies which
must authorize expenditures of public funds.
Financial data is also of interest to persons
outside the formal governmental organization -
to the public, to financial institutions that may
invest in governmental securities, to other
governmental units, to researchers and students
of government operations.

addition to fund and account group balance
sheets to show the financial position of each and
of the total government, data must be available
to show the sources and amounts of revenue,
purposes and amounts of expenditures, and the
relationship between revenues and expenditures
during the fiscal period.

Budgetary Accounting. The accounting system
should provide the means of obtaining budget-
ary control over general governmental revenues
and expenditures. The basis for this control is
the annual operating budget. The Governmental
Accounting Standards Board, (GASB) recom-
mends that the annual budget be prepared ona
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modified, accrual basis. Thus, as a general rule,.

general revenues should be recorded in the
budget according to the period when they are
- earned or for which they are levied and general

.expenditures should be budgeted on the basis of

liabilities expected to be incurred during the
~ fiscal year. This method allocates expenditures
to the time period in which the benefits from -

them are received. The committee recommends
a system of revenue and expenditure accounts to

be used in budgetary accounting.

Fund Accounting. The municipal accounting
system should be operated on a fund basis. A
fund is defined as “an independent fiscal and
accounting entity with a self-balancing set of
- accounts recording cash and/or other resources
together with all related liabilities, obligations,
reserves, and equities which are segregated for
the purpose of carrying on specific activities or
~-attaining certain objectives in accordance with

- special regulations, restrictions, or limitations.”
Each fund must be accounted for in such a way
that the identity of its resources, obligations,
revenues, expenditures, and fund equities is
continually maintained. These purposes are
- accomplished by providing a complete self-
balancing set of accounts for each fund showing
its assets, liabilities, reserves, fund balances. or
retained earnings, revenues and expenditures.

Types of Funds. Funds are established in
accordance with legal requirements of state
statutes, the municipal charter, or ordinances or
for administrative purposes. Governmental

mends that the 'following types of funds be used
by governmental units:

1. General Fund to account for all financial
transactions not accounted for in any other
fund. :

2. Special Revenue Funds to account for the
proceeds of specific revenue sources (except
special assessments), or to finance specific -
activities as required by law or administra
tive regulation.

3. Debt Service Funds to account for payment
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* of interest and principal on long-term ¢
except special assessment and revenue
bonds.

4. Capital Projects Funds to account for re
and disbursements used to acquire capi
facilities other than those financed by sj
assessment and enterprise funds.

5. Enterprise Funds to account for financir
services paid entirely or in large partby
charges. '

6. Trust and Agency Funds to account for
assets held by a governmental unit as tn
or agent for individuals, private organiz
tions, and other governmental units.

7. Internal Service Funds to account for fin:
ing of special activities and services per
formed by a designated organization uni
other units within the same jurisdiction.

Number of Funds. Only funds necessary tc
meet legal requirements and sound financial
practice should be established. Unnecessary
funds lead to inflexibility, undue complexity
added costs in financial administration. Mosi
municipalities will find it necessary to use on
few of the funds recommended above.

Fund Accotints. A complete set of self-bala
ing accounts should be maintained for each
fund.. Each should include general ledger anc

om=—"""""subsidiary accounts necessary to meet legal

requirements and show the financial position
each fund. In each, current assets and liabilitic
should be distinguished from fixed assets and
liabilities. ‘ -

Valuation of Fixed Assets and Depreciation.
Fixed asset accounts should be maintained on
the basis of original cost, or if unavailable, on t
basis of estimated cost, or in the case of gifts, tl

appraised value at the time received. Deprecia

tion of general fixed assets should not be re-
corded in the general accounting records. No
useful purpose is served by recording deprecia
tion as an expense in governmental accounting
because governmental units are not faced with
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the same requirements for profit and loss deter-
mination as are privately-owned enterprises.
Basis of Accounting. The basis of accounting

' relates to the time when revenues and expendi-

tures are recorded. The possible bases range
from a simple cash basis to a full'accrual basis.
Under a simple cash system revenues are re-

" corded when they are actually received and

expenditures are recorded when they are actu-
ally paid out in cash. Under a full accrual sys-
tem revenues are recorded as income when they
become due and expenditures are recorded
when the obligation is initially incurred. For
example, under a full accrual system taxes are’
considered income when they are billed; under a
simple cash basis taxes are not recorded as
income until they are paid. Some form of ac-
crual accounting is recommended for govern-
ment units because it provides the most accurate
relationship within a specific fiscal period be-
tween revenues, expehditures of revenues, and
the receipt of benefits from these outlays.

In actual practice, full accrual accounting is
not used by governments. Some revenues, such
as license fees, are not billed and consequently
are recorded when paid. Some expenses, such as
accrued interest on long-term debt, are not
recorded when incurred. Governmental Ac-
counting Standards Board recommends a modi-
fied accrual basis whereby all expenditures,
except interest on long-term debt, are recorded
at the time liabilities are incurred and property
taxes, charges for current services, and grants -
from other governments are accrued when

__ levied orauthorized. Under this basis fines,

Financial Reporting. Financial statements and
reports of the current condition of budgetary -
and proprietary accounts should be prepared

* periodically to control financial operations. A

comprehensive financial report covering all
funds and financial operations of the municipal-
ity should be prepared and published at the
close of the fiscal year. Statements required for
adequate reporting of municipal finances are:
balance sheets; statements analyzing changes in
fund balances; and operating statements. Finan-

cial statements are amplified and supported by
'schedules. Financial statements and schedules

are prepared directly from the accounts for the
fiscal period being reported. A financial report
may also contain statistical tables which cover a
longer period and which are not directly related
to the accounting records; these may include
analyses of assessed valuations and tax rates
over a period of years, economic and population
data, and a statement of the legal debt limit.

The Connecticut State Legislature mandated
that after June 30, 1978, all municipal financial
reports prepared by an independent public
accountant must be prepared in accordance with
the principles of standards related to accounting
auditing and financial reporting as detailed in
national guidelines. See section on review of
municipal financial reports in Chapter 3, Powers.
and Duties of Boards of Finance.

Financial Statements

Financial statements are prepared directly from
the accounts, ordinarily contain only. data taken
from the accounts, and usually cover a period of

forfeitures, and license fees are accrued when
received.
Common Terminology and Classification of

Accounts. Common terminology should be used -

“throughout the municipal budget, accounts and
financial reports. Common terminology pro-
vides control and coordination for the entire
accounting system and facilitates preparation of
financial reports. An integral part of common
terminology is a uniform or standard classifica-
tion of accounts. Uniform classification permits
comparisons between funds, between operating

units within the municipality, and with other
municipalities.

one or two fiscal years. The primary purpose of
financial statements is to show that legal provi-
sions have been complied with and that all fund
have been properly accounted for.

Balance Sheets. A municipal balance sheet is
statement showing the municipality’s financial
condition at a particular time. It is a list of
assets, compared with liabilities, reserves, and
surplus, prepared for each fund or group of
related funds. The principal assets of the Gen-
eral Fund are cash, taxes receivable, and inventc
ries of supplies; other assets may be amounts
receivable from other funds, tax liens receivable




and temporary investments. Liabilities of the . |

General Fund are vouchers payable, accounts
payable, and amounts due other funds. The
excess of assets over liabilities represents the
fund balance; reserves must be deducted from
- this balance to obtain the unappropriated fund

balance. The unappropriated balance represents

the amount which has not been set aside for any

particular purpose and so is available for appro-

priation. In effect, it indicates the extent to
-which surplus can be used to reduce next year’s
taxes. If liabilities exceed assets and a deficit is
shown, this amount must be raised in the follow-
ing year to meet the deficit. = :

Only assets of the General Fund which can
be converted into cash within a reasonable time
~ .are listed on the balance sheet; general fixed

assets-land, buildings, and equipment are ex-
cluded. Similarly, on the liability side, general
bonds, except matured bonids and interest
“provision for which is made in the current
budget, are excluded. These are excluded
decause the purpose of the balance sheet is to
show the current financial condition of the fund.

Balance sheets for other funds are prepared

nmuch the same way as the General Fund
salance sheet. However, the special nature of
ertain funds requires inclusion of different
ypes of information. Discussion of these pecu-
iarities can be found in Governmental Account-
ng, Auditing and Financial Reporting, 1988
dition.

.. A statement analyzing the changes in
mappropriated balance of each fund and de-

ived from the balance sheet reflects the result of
1e municipality’s operations for the year. This
atement compares the budget with actual
perations and shows changes in the
nappropriated balance account resulting from
oerations.

Operating Statements. Operating statements
1ow changes in financial condition. For the
eneral Fund, statements comparing actual
venues with estimated revenues will reveal the
curacy with which estimates have been made.
statement comparing authorizations with
tual expenditures and encumbrances shows
hich departments or agencies have stayed
ithin appropriations and identifies unexpen-

ded and unencumbered balances. The nature of
special funds requires some different operating
statements which will reveal the financial condi-
tion of these funds'more accurately than will
those prepared for the General Fund..

Accounting Records ‘
Recording_ a financial transaction consists of:

1. Joumali;ing-ar\alyzing the transaction to
de‘termine the accounts to which it is to be
posted.

2. The actual posting of these transactions.

The records involved in the first process are
original documents and books of original entry;
accounts are posted, in the second process, in
books known as ledgers or, in machine book-
keeping, on ledger sheets. '

Original Documents. The original documents
of accounting transactions include invoices,
purchase orders, vouchers, tax bills, tax receipts,
i.e., the original written evidence that a financial
transaction has taken place. These documents
will show the date of transaction, authority for it,
amount involved, and accounts to which it is to
be posted. While it is possible to enter directly
from the documents to the accounts, transactions
are usually first recorded in books of original
entry. '

Books of Original Entry. Books of original
entry provide full information about each trans-

ction-in-cencise-and-permanent formand make
it possible to summarize transactions and post
totals to accounts. The number of specialized
books of original entry which a municipality

“needs depends on the volume of transactions

and the extent to which summarization is pos-
sible. Any or all of the following books may be
useful:

 General Journal
Cash Receipts Register
Voucher Register
Payroll Register
Bond and Interest Register
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- classification to a particular municipality, the _ obligations. -

Ledgers. Accounts are posted to appropriate
accounts in the General Ledger and in subsidiary
ledgers. The General Ledger is the heart of the

' accounting system and controls all other records.

Subsidiary ledgers give more detail about the
principal accounts in the General Ledger. The
number of subsidiary ledgers used depends.on
the number of principal accounts about which
detail is needed. These may include: .

Revenue Ledger A

Appropriation Expenditure Ledger.

Tax Rolls ‘

Individual Unit Tax Ledger

Special Assessment Ledger .
Bonded Debt and Interest Payable Ledgers
Property Ledger

N OO N

Classification of Accounts

An accounting system is built around a classifi-
cation of accounts. Account classification makes
it possible to get information needed for admin-
istrative and reporting purposes in the quickest,
clearest, and most economical manner. It also
makes possible a showing of financial data in a
number of different ways. _

The Governmental Accounting Standards
Board has prepared a standard classification of .
municipal accounts which it recommends for use
by all municipalities. The standard classification
covers all accounts commonly found in a munici-
pal accounting system and can be adapted for
use by any municipality. In adapting a standard

balance sheet accounts and the revenue accounts
which are used should be kept in the same order
that they appear in the standard classification;
only the expenditure classification should be
varied. An account should be set up for each
activity performed by each agency. Where
activities are performed by agencies other than
those indicated in the standard classification; for
example, if garbage collection is an activity of the
health department rather than the sanitation
department, the account titles should remain the

- Same regardless of the agency which performs

the activity. Accounts for each fund should be
selected from the standard classification as they
apply to each fund.

Classification by Funds. The primary classifi-
cation of accounts is by funds; a separate group
of accounts must be provided for each fund. -
Other classifications are regroupings of the

. accounts for each fund. Thus, the accounts in

each fund may be further classified into budget-
ary and proprietary accounts, balance sheet
accounts, and revenue and expenditure ac-
counts. o

Budgetary and Proprietary Accounts.

. Budgetary accounts show budgetary operations

and condition; proprietary accounts show
financial operations and condition. The National
Committee on Governmental Accounting recom-
mends that budgetary and proprietary opera-
tions be reflected in a single group of accounts.
In this way, for example, actual expenditures for

- aperiod and their relationship to appropriations

can be shown in one expenditure account.
Balance Sheet Accounts. Balance sheetac-
counts show the financial status of each fund
and may be classified into accounts for re-
sources, obligations, and surplus. Resources are
actual assets owned by the municipality - cash,
taxes receivable, land, buildings, etc. - plus items
expected to become assets. Asset accounts may
be classified as current, non-current, and fixed
assets. Obligations are actual liabilities, such as
vouchers payable, and expected liabilities, such
as appropriations and reserves for encum-
brances. Surplus is the excess of assets over
liabilities or, where anticipated assets and liabili-
ties are included, the excess of resources over

Classification of Revenues and Expenditures.
Revenue and expenditure accounts reflect
changes in financial condition of a fund. Rev-
enues are increases in ownership which do not
decrease other assets or increase liabilities.
Expenditures are charges which presumably
benefit only the current fiscal period.

The primary classification of revenues is by
source. The important classifications of expendi-
tures are by function, activity, organization unit,
character, and object. Each function consists of a
group of activities and refers to the purpose to
be accomplished by the expenditure. General
government, public safety, streets and highways,
sanitation, health, public welfare, and recreation
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_are examples of functions. Activity refers to the
specific type of work to be performed in carrying

~outa function. Street lighting, for example, is an
activity under the function of highways. The
account for a function is the total of accounts for
activities included in that function.

~ Classification by organization unit indicates

the department or departments which carry on
an activity. A separate account should be set up
for each activity carried on by each organization
unit. Classification of expenditures by character
indicates the fiscal period which the expendi-

tures are presumed to benefit. The principal
character classes are current expenses, capital
outlays, and debt redemption. '

A further classification of expenditures is by
objects, that is, according to articles purchased or
services rendered. A suggested classification by
object would be: : o ' '

1. Personal services (salaries and wages).

2. Contractual services (expenses for
_services resulting from a contract, such as
heat, light, and power).

3. Commodities (expenses for supplies and
materials used or purchased such as cloth .
ing, food, motor fuels, and office supplies). .

L. Other charges such as interest on bonds and
- notes, judgments, and pension contributions.

. Any municipality may destroy or provide for
the destruction of any of its bonds, notes or bond
coupons after they have been paid and canceled.
This destruction, by burning or otherwise, may |
be performed by the treasurer of the town or by
any bank or trust company as long as a certifi-
cate of such destruction is properly witnessed
and kept on file with the town clerk (S.7-377a).

Footnote »
{6} National Committee on Governmental Ac-
counting, Governmental Accounting, Auditing, and
Financial Reporting. Chicago, Municipal Finance
Officers Association of U.S. and Canada. 1968.

pages 1-2

Records Retention. Any municipal official,
7ith the approval of the first selectman or mayor
nd the public records administrator, niay
estroy any public document relating to a matter
tready disposed of, and for which no record is
*quired by law to be kept, after the document
as been held for a period of time specified in
1e retention schedule published by the public
«cords administrator (5.7-109). The tax collector
ay also destroy, with like approval, any dupli-
te record receipt book, duplicate tax receipts or
te bills, at a time specified by the public
cords administrator. The provisions of Section
~151 requiring the retention of duplicate tax
ceipts as permanent records does not apply to
ceipts destroyed under this section.




Chapter 7

'iLong-Range F znanczal Plannzng

Long-range financial planning is the protection
over a multi-year period of a program of public
services, expansion of physical facilities, and the
. means of financing both. A long-range financial
plan includes estimates of a municipality’s
expenditures for public services and for capital
improvements, together with estimates of rev-
enue from taxes, borrowing, and other sources
that will be needed to finance these expendi-
tures. The long-range financial plan of a munici-
pal government is closely related to the compre-
hensive town plan. Whilea comprehensive
“town plan provides for the physical develop-
ment of the entire community in an orderly and
predetermined way, a long-range financial plan
provides the program for meeting the municipal
government’s obligations in regard to that
development.

Because financial planning related toa
comprehensive plan is a relatively new concept
in municipal government, no single procedure
for developing a long-range financial plan has

1. A program of operating and maintenance
expenditures for public services.

2. A capital improvement program based on
the comprehensive town plan.

3. - A'comprehensive revenue program.

Once the financial plan has been formulated,
it is carried out with the aid of two administra-
tive devices: a six-year capital budget, and the
annual operating budget. '

Public Services Program. In the context of
long-range financial planning, the public service
program is a projection of the annual operating
budget in which the government identifies the
standards of public service it desires in the
future and the cost factors involved in each

_service. For example, a long-range public service
" prograrm attempts to determine for the next

twenty years the scope of a municipal recreation
program, what kind of fire protection will be

become generally accepted.

The procedure which is suggested here
follows the recommendations set forth in Local
Planning Administration and Principles and
Practice of Urban Planning, both published by
the International City Management Association.
Furthermore no common terminology has been
developed; certain terms will be defined and
used precisely in the following discussion even
though in regular usage they are often used
interchangeably. :

Components of a Financial Plan

To be truly comprehensive a long-range financial
plan must be based on:

provided, and how large a police force will be
needed.

Capital Improvement Progmm The long-range
capital improvement program is a comprehen-
sive list of projects and facilities needed to carry
out the public service program. Capital im-
provement refers to the initial construction or
acquisition of, and future additions to, the
physical facilities required by the municipality to

‘render public services. Examples of capital -

improvements are parks, parking lots, play-
grounds, sewer plants, schools, public buildings,
and street lighting systems.

The public service program and capital
improvement program are inextricably woven
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together. The answer to the question, “What
kind of fire protection will we need?” includes
acquisition of the physical facilities — new
stations, new equipment — and continued
maintenance and operation of these facilities
after they are acquired.

Revenue Program. The long-range revenue
program relates the expenditure requirements of
the public service program and capital improve-

ment program to the possible means of financing -
them and to the future revenue outlook. Finan-

cial resources - taxes, bo‘rrowing, and other
revenue sources - are balanced against the
proposed services and physical facilities needed
to meet this level of services. .

A long-range financial plan means nothing
* unless it is reduced to a specific program which
can be put into operation on a continuing basis.
A long-range plan may cover as much as a
twenty-year period; it is impossible to be precise
about such a long period, nor is it necessary. A .
long-range plan provides the basis for more
specific budgets which are the administrative
tools for effectuating the plan.

- Capital Budget. The capital budget sets up a
~ specific five-year program for the most immedi-
ate portions of the capital improvement program.
There is no magic number of years to be covered
by a capital budget; however, experience has
indicated that five years is a reasonable period.

Annual Budget. The annual operating budget
of the municipality is the specific implementa-
tion on a yearly basis of the comprehensive

each year, and revenues to pay for these. The
role of the board of finance in Connecticut towns
is unique in this respect; under other forms of

- municipal government the chief executive - the

mayor or manager - has final responsibility for
preparation of the budget and, thus, for making
recommendations for service programs to be
carried out. '

There is no one organizational arrangement
which is ideal for accomplishing financial plan-

‘ning. Ultimate responsibility for preparation of

the annual budget and capital budget rests with
the board of finance as the municipality’s bud-
get-making authority. However, financial
Planning must be based on a comprehensive
town plan which is the responsibility of the
planning commission. It has been suggested that
the first three phases of long-range financial
planning (the public service, capital improve-
ment, and long-range revenue programs) be
considered primarily the responsibility of the
Planning agency, with counsel and technical -
assistance from the finance board or department
especially in the area of long-range revenue -
estimating. The capital budget must be a coop-
erative effort of the planning agency and board
of finance with the board of finance responsible
for final expenditure and revenue estimates.

‘Because organizational details for accomplishing

a financial plan must in the final analysis be
worked out in each municipality, it will be
helpful to provide the legal framework in a
resolution passed by the legislative body. This

financial program-for public services and capital
improvements. The actual authorization for
capital improvements, along with operating and
maintenance expenditures, is accomplished by
adoption of the annual budget and appropria-
‘ion ordinance.

Responsibility for Long-Range

Financial Planning '

-ong-range financial planning goes hand-in-.
1and with budgeting. When completely devel-
'ped, a long-range financial plan compliments
he annual operating budget. Through the
nnual operating budget the board of finance
Itimately recommends a plan of public services
> be provided , capital improvements to be built
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resolution, passed by the legislative body,

should define the responsibilities of the board of
finance, planning commission, other officials and
departments, and the chief executive. B

Public Services Program

There is some tendency to think of a capital
improvement program and a capital budget as’
the primary targets of long-range financial
planning.. These cannot be separated from the
public service program. The capital improve-

ments needed are directly related to the level of

services to be maintained, and the cost of operat-
ing and maintaining improvements must be

. budgeted annually.




* Programming of public services involves:

1. Identifying the objectives of each govern
mental activity

2. Measuring the magnitude of services needed
to meet these objectives

3. Determining the level of services to be
provided

4. Identifying the cost factors and expression
of the program in these terms '

In setting forth a comprehensive list of aims
and purposes of each activity, some objectives
are easily identified and related to the program
for carrying them out; other objectives are more
intangible and more difficult to define in pro-
gram terms. The magnitude of services needed.
to meet objectives‘is related to population and its
characteristics, to the economy of the commu-
nity, to the land-use pattern, to the rate and type
of growth, and to the level of services to be
provided. The level of services to be provided is
the answer to the questions, “What does the
town want, what standard of services are citi-
~ zens willing and able to support?” To translate
the level of services into financial terms the
factors which determine costs of each service
must be identified and related to the service
standards established.

Capital Improvement Program

program. This listing should be as complete anc
as long-range as possible. The fact that along-
range program has to be amended continuously
as needs change and emergencies develop is not
an excuse for programming only short-range
projects which can be completed in a few years’
time.

In establishing priorities for projects the

following factors should be considered: pro;ects
"included in the master plan and public services

program; projects already started or pledged;
projects which provide more advantageous use
of existing improvements; projects to eliminate
hazards; and projects to conserve existing prop-
erty and resources. Certain projects may have
be deferred. These should be listed and the
reasons for deferral given. Future development
may make their inclusion possible.

Programming over a twenty-year period
permits projects to be grouped into three catego
ries - the first five years with projects arranged
specifically in order of priorities for each year;
the second five years with projects listed on
tentative order of priorities for each year; and th
last ten years with the projects temporarily
outlined but not given a priority schedule. The
final capital improvement program covering a
twenty-year period will then consist of four
parts: ' '

1. A specific program for the next year to be
included in the annual budget and based on
at least preliminary engineering or architec
tural designs.

The town’s capital improvement program is
based on the comprehensive plan and involves
establishment of priorities for capital projects to
be undertaken by the government. A capital
improvement is a major, nonrecurring improve-
ment in the physical plant of a municipality as
differentiated from ordinary repairs or mainte-
nance of a recurring nature.’ A long-range
capital improvement program becomes more
meaningful when reduced to a five-year capital
budget.

The purpose of a capital improvement
program is to list, in order of construction prior-
ity, all future capital improvements suggested by
the comprehensive plan and the public services

2. Less-detailed programs in the capital budge
for the second, third, fourth, and fifth years
with project descriptions, tentative cost
‘estimates and priority schedule.

3. General program for the followihg five year:

describing projects with approximate cost
estimates and indicating priorities of project
but not scheduling them by specified years.

4. Balance of projects for construction during

the remaining years, grouped in preliminary
priority, but not by years..




A capital improvement program must be
comprehensive and.flexible. All desirable
Projects must be listed and priorities established
- .to permit shifting of projects with changing

needs and finances, Capital improvement
Programming is a continuing process subject to
regular review and alteration. Each year another
year should be added so that the program
always covers a twenty-year period. The most
important aspect of the capital improvement
program remains the program for the first five
years. '

Long-Range Revenue Program
The long-range revenue program involves
Projection of existing fiscal policies, exploration
of alternative fiscal policies, selection of a gen-
‘eral fiscal policy based on these studies, and
determination of the amount of funds which will
be available in the future for general operations
and for capital improvements. Current opera-
tions must be financed out of current revenues |
only. The long-range revenue program estab-
lishes the means of financing both current
operations and capital improvements out of
available funds. - E

The large expenditures contemplated in a
capital improvement program may be financed

by:

1. Payments out of current funds or pay-as-
you-go financing.

2. Issuing bonds or notes or long-term
borrowing,

Projects to be paid for from current revenues,
and to maintain a relatively constant level of
capital expenditures from year to year. The
obvious advantage of Pay-as-you-go financing is
the elimination of the cost of borrowing. How-
ever, it requires extreme care in scheduling of
Projects to maintain expenditures on a relatively
stable level to insure meeting of capital project
obligations from current revenue, '

Connecticut statutes allow a slight variation
in pay-as-you-go financing which maybeused
to advantage when Projects are not numerous or
very costly. When a non-recurring expenditure,
L.e. an expenditure for which an appropriation
was not made in any of the last three fiscal years,
would be so large if made in any one year as to
be inconsistent with the public welfare, the
board of finance may apportion the tax for this
expenditure over a period of not more than five
years. The amount apportioned then becomes a
fixed charge in the budget until the total amount
of the expenditure is paid (5.7-346).

Issuance of bonds to finance capital improve-
ments should be limited to large projects which
will not be replaced for many years - a town hall,
or sewage plant - or to projects which can be
paid for from service charges. Long-term bor-
rowing must be based on burden of the debt.
Most Connecticut towns and cities borrow to’
construct new schools even though schools are a
constantly recurring outlay in most towns, If the
recurring nature of school construction is recog-
nized, careful scheduling and conversion of as
much of this expenditure to pay-as-you-go
financing will relieve the cost of this borrowing

3. Creation of a capital reserve fund in advance
of expenditure.

The value of a long-range revenue programis
~ not to decide arbitrarily between these methods
but to determine how each can be used most
advantageously to accomplish the capital im-
drovement program and maintain sound finan-
sial policies. '
Pay-as-you-go financing is most feasible for
inancing capital improvements which are
ecurrent as to purpose or amount. The goal of
lay-as-you-go financing is for apportion capital
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considerably.
- Accumulation of reserve funds to finance

‘capital improvements as provided for in Chapter

108 of the General Statutes has a particular
advantage for small Connecticut towns. The
purpose of long-range financial planning and,
specifically, revenue Planning is to maintain as
nearly constant a level of expenditures as pos-
sible. However, it may not be possible to sched-
ule projects to maintain this constant level,
Accumulating at least a portion of the cost of
future projects in a reserve fund will help to
stabilize expenditures in those years when no
capital outlays are made and will allow costs to




be apportioned over a period of years. In using
reserve funds in this way necessary precautions
should be taken to ensure that the funds will be
expended in the future as has been planned.

The Capital Budget
The capital budget is a specific program of
capital projects to be undertaken and the method
of financing them. It is the implementation of
the long-range capital improvement program
and the setting forth of definite plans to be
undertaken and completed in a specific period of
time. Capital budgeting is a continuing process,
but experience has indicated that five years is the
most effective period for presentation of a
specific program. Therefore, a revised schedule
covering a five-year period is prepared annually
. to coincide with presentation of the annual
‘budget and the first year of this program is
incorporated into the annual budget. Each year
another year is added to the schedule, revisions
made in projects already scheduled, and com-
pleted projects dropped. The capital budget will
carry projects to be financed out of current
revenue and projects to be financed by long-term
borrowing. The capital budget does not carry
appropriations or bonding authorizations; ,
therefore, the amounts to be paid from current
revenue and authorization to issue bonds must -
be incorporated in the annual operating budget
Capital improvement budgeting of this type

results in: _

1.~ A well-surrounded program relating the

A capital budget must balance needed
projects against financial ability to meet these
needs. A list of projects which contemplates
expenditures far beyond the town’s financial
resources is.useless; so is a program which
contemplates that the town cannot afford any of
its needs. A manual for preparation of a capital
budget is Capital Programming and Capital
Budgeting published by the Municipal Finance
Officers Association of the United States and
Canada. All the material necessary for prepara-
tion of a capital budget is included in this
manual. The procedure recommended contem-
plates complete analysis of past and present
finance, collection of data on projects from
departments and agencies of the government
and compilation of a capital improvement
schedule and proposed financing, projection of
finances, including the effect of capital projects,
and a method of presenting the capital budget.

The Annual Operating Budget

Procedures for preparing the annual operating
budget for the town have been discussed previ-
ously. However, this budget’s relationship to -
long-range financial planning should be empha-
sized. Ideally, the annual budget derives di-
rectly from the long-range plan, expressing in
concrete terms the first year of the long-range
projections. Development of capital improve-
ment programming and capital budgeting
requires estimates of operating expenditures for
the same period, so that all phases of financial
planning become closely interrelated. Out of

urgency of projects one to another.
2. A more stable tax rate.

3. Coordination of increased operating costs of
new projects with the annual budget.

4. Regular review by officials and citizens of
financial and service needs.

5. Greater assurance that projects will be
undertaken in order of need.

6. More accurate forecasting of revenue needs.

this comprehensive planning comes an annual
operating budget that reflects all current expen-
ditures accurately.
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Chapter 8

Borrowing and Debt Administration

'Municipalities usually engage in two types of
borrowing, long-term and short-term. Long-
term borrowing involves the issuing of bonds to
finance projects which cannot be paid for from
current revenue. Short-term borrowing in the
form of notes for periods of one year or less, may
be necessary to acquire funds in anticipation of
taxes, for operating emergencies not budgeted
for, or in anticipation of issuing bonds.

Long-Term Borrowing

The ability to spread large and unusual expendi-
tures over a long period by borrowing is a
valuable governmental asset when used cau-
tiously and prudently. However, injudicious use
of the borrowing power may result in excessive
cost of projects and exhausting of credit. Legal
restrictions imposed on towns alone are not
sufficient to insure good credit and economical
borrowing; they are not a substitute for local
responsibility for sound debt policy. Several
factors influence debt policy; i.e., the justifiable
purposes of borrowing, limitations on the '

period. Capital expenditures, which are steadily
recurrent, should be met from current funds.
Equipment replacement and routine extension
and reconstruction of facilities, particularly
short-lived items, are examples of the type of
expenditure for which there should be no bor-
rowing.

Limitations of Borrowing. A town’s borrowing
is limited by the statutory restriction imposed by
the state and, within that restriction, by the
town’s ability, both currently and in the future,
to meet operating expenses and pay for capital
expenditures. A town, and the municipalities
coterminous with or within it, may not incur
bonded indebtedness in any of the following
classes which will cause the total indebtedness ir
that class to exceed: '

1. All debt other than debt for urban renewal
projects, sewers, and school building
projects as defined in Section 10-289,21/4
times their annual receipts from taxation for
the most recent fiscal year next preceding _.

amount of borrowing, choice of debt form, and
the length of loans. | -
Purposes of Borrowing. Sound debt policy
dictates that only certain types of projects be
financed by borrowing, Self-supporting enter-
prises may justifiably be financed by borrowing,
provided the debt is amortized before the project
becomes obsolete. Borrowing is justified for
projects which are large and costly, which are:
not frequently recurring, and which have long
utility. Again, payment should not exceed the
useful life of the project. Extensive expenditures,
occasioned by such emergencies as natural
disasters, may have to be spread over a long

the date of issue. "

2. Debt for urban renewal projects, 3 1/4 times
annual tax receipts (urban renewal project
includes any project authorized under Title 8,
the bonds for which are not otherwise, by
general statute or special act, excluded -
from the computation of aggregate indebted
ness of borrowing capacity).

3. Debt for sewers, 3 1/4 times annual tax
4. Debt for school building projects as defined

in Section 10-289, 4 1/2 times annual tax
receipts.




5. Total debt including classes (1),(2),(3), and
* (4) above, 7 times annual tax receipts (S.7-
374)(512-24C). » -

-In computing annual receipts from taxation the
following shall be included as receipts: interest,
penalties, late payment of taxes, and payments
made by the state to the town and other munici-
palities within its boundaries under sections 12-
24aand 12-129d (5.7-374). In computing aggre-
gate indebtedness the following are excluded:

1. Bonds, notes and other intangible assets
- Placed in the sinking funds of the town and
its municipalities (5.7-374).

2. Bonds, notes or other evidences of indebted
ness issued in anticipation of taxes (5.7-374).

3. .Bonds, notes or other evidences of indebted
ness issued for the supply of water, gas, or
electricity, for the construction of subways
for cables, wires, and-pipes, for construction
of underground conduits for cables, wires,
and pipes, and for two or more of such
purposes (S.7-374).

1. Bonds, notes or other evidences of indebted
ness issued in anticipation of the receipt of
proceeds from assessments levied on prop
erty benefited by any public improvements
(5.7-374).

- construct and operate a sewerage system
(5.7-265).

7. Bonds issued to finance conversion to the
uniform fiscal year (S.7-384).

Nothing in Section 7-3'74 may operate to
reduce the debt limit of any town or municipal-
ity below that in effect on June 27,1963 (S_.7-37_4a).

Sound debt policy dictates that a realistic
limit, somewhere below the statutory limitation,
be determined. Debt-paying capacity must be
gauged by the amount and quantity of a -
community’s resources, and by its ability to
draw on these resources for payment. The :
statutory limitation suggests one measure of ?

- debt-paying capacity, ratio of debt to average

annual tax receipts. Another measure is per
capita debt. Any measure of debt-paying capac-
ity, however, must be used in conjunction with
other data about community resources and in
comparison with other cities of similar size and
type. ' o

Choice of Debt Forms. The usual method of

long-term borrowing used by governments is the

issuing of bonds. Connecticut law requires that

bonds sold by municipalities must be serial

bonds maturing in substantially annual or semi-

annual installments of principal and interest

which shall be substantially equal, or in annual
installments of pringipa]_whieh-s}-}aﬂ—be-so—_~—~u~“

» Bonds, notes or other evidences of indebted
ness issued in anticipation of the receipt of
proceeds from any state or federal grant for
which the town or municipality has received
a written commitment or from a contract
‘'with the state, a state agency or another
municipality providing for the reimburse
ment of capital costs but only to the extent
such indebtedness can be paid from such
proceeds (S.7-374). o

Revenue bonds not bearing the full faith and
credit of the municipality when issued bya
municipal housing authority (S.8-52) and
revenue bonds to be retired solely by sewer
system uses charges when issued to acquire,

arranged that no principal installment shall
exceed by more than fifty percent the amount of _
any prior installment. ' :

Bonds may be general obligation bonds,
special assessment bonds, or revenue bonds,

‘General obligation bonds bear the full faith and

credit of the issuing government and must
ultimately be redeemed from general fund
revenue. Special assessment bonds are issued
against funds to be collected by special charges
lined against the property owners, who receive
special benefit from improvements. Revenue
bonds are issued to finance income-producing
enterprises and are paid, both principal and
interest, from the earnings of the enterprise,




There are also two types of serial bonds. One
type of serial bond provides for equal annual

g payments of principal, so that total interest and.

principal payments decline as the debt is paid.
The other type provides for equal annual pay-
ments of interest and principal combined, so that
retirement of principal is less in the early years

~ when interest payments are highest. The first
type of serial bonds is the one commonly used

by Connecticut municipalities, since the general
statutes require that bonds must mature in
substantially equal installments. However,
under Section 7-263, bonds issued for sewer
construction are not so restricted.

~ The choice of the type of bonds to be issued

depends upon the town’s debt structure, and the

type of improvements being financed. General
obligation borrowing should be carefully sched-

- uled to avoid erratic fluctuations in the amount

budgeted, and to provide that annual debt
service charges for each issue will decrease
steadily to allow for later borrowing without
pyramiding debt service costs.

Length of Loans. With a minor exception, in
connection with sewer bonds, Connecticut
municipalities may not issue general obligation
bonds for longer than a twenty-year period.
Payments must begin not later than three years
from the date of issue (S.7-371); (5.7-263). Sec-
tion 7-378a allows municipalities to renew
temporary bond anticipation notes for as much
as four years under certain specified conditions.
Bonds for certain revenue-producing projects
may be issued for a twenty-five or thirty-year

Issuing Bonds. Boards of finance must take an
active interest in any discussion of issuance of
bonds. Ultimately bonds must be redeemed
from funds which are a part of subsequent.
annual budgets and hence will indirectly affect
future town financial actions.

If; after careful study by the board of finance
and other town officers, it is determined that
bonds should be issued to finance a capital
project, several financial statements, reports, and
records will be needed. These include:

1. A statement of redemption requxrements of
outstanding issues.

2. Arecord of the town'’s tax collections for the
last five to ten years, showing amounts and
- percentages. - :

3. Anestimate of the town’s annual budget for
the next several years, with payments to be
made to redeem bonds, as well as mterest
charges, mcluded

4. A statement of debt limitations affecting the
town because of statutory provisions.

5. A comparison of past, present} and expected
tax rates; usually five to ten years.

6. A short sketch of the town’s grthh_? finan
cial, physical, and economic.

Much confusxon canbe avoided in 1ssumg
bonds if professional assxstance is obtained at.

‘each step in the process. If the improvements

are dependent upon engineering studies or
knowledge, the advice of an experienced and
qualified independent engineer or architect is a
necessity. The reputation of the firm, or person
selected, may increase or. decrease the market-
ability of the bonds to be issued. Although
many towns employ a town attorney who is
entirely competent to handle most legal prob-
lems, few town attorneys have the specialized
knowledge and prestige needed for the market-
ing of bonds. Prior to any authorization pro-
ceedings, a town should employ an attorney who
specializes in the legal aspects of municipal bonds.

—1erm(3.7-206;-8.7-217;-8:7-256;-S:7-263)——Bond-Sales—After the-advice-of an-architect; ———— —

engineer, and legal firm have been obtained, the
town is ready to proceed with a bond sale. Here
again, professional advice and handling will pay
dividends. An independent finan¢ial advisor,
investment house, or bank specializing in mu-
nicipal bonds should -be consulted.

The proposed bond sale should be at the
earliest possible date, and the announcement
made to the greatest possible number of poten-
tial bidders. The exact day, date, and time will
have much to do with the interest rate. These

~ details are the responsibility of the financial

advisor. Municipalities must issue bonds in
registered form under P.A. 83-519.
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- Financial Disclosure

As a'result of the financial difficulties of several
municipalities in the United States, disclosure
guidelines of state and local governments were
developed by the Government Finance Officers
Association of the United States and Canada,

- These guidelines were designed to provide
information to investors in connection with the
offerings of securities of state and local govern- -
ments. These guidelines suggest material which
the investor might consider important in making

“an informed investment decision. While not
mandatory for cities and towns, the market place

- for state and municipal bonds will demand that
these guidelines be followed. These guidelines
are detailed in the 1991 document, Disclosure -
Guidelines for State and Local Securities, pub-
lished by the Government Finance Officers

Association of the United States and Canada.
These guidelines recommend: -

 Section 1. - Cover Page of Official Staiement. An

official statement of the municipality of the state
‘which would include the following details:

L. The total principal amount of the securities.

2. The name of the issuer (with appropriate
identification).

3. The type or title of issue being offered (e.g., -
general obligation, water revenue, etc.).

10. A statement of the tax status of interest on
the securities being offered.

11 Referenc_e to any credit enhancement and
identification of the issuer thereof.

12. Ratings provided by any rating agencies, if
~ available at printing.

13. Designation as a new or refunding issue or

as a re-marketing.

14. In negotié ted sales, the names of the manag
ing underwriters.

Additional information sometimes set forth in
the statement may include: ratings by the vari-
ous rating agencies; '

designation of new issues; brief statement of the
authority for issuance; anticipated date and
Place of delivery; summary statement of the

security or source of payment.

Section II - Introduction to the Official State-
ment. The purpose of the introduction to the
official statement is to set forth, in summary
form, the important portions of information with
respect to the identification of the issuer; the
statutory, constitutional or other basis pursuant
to which the securities are being issued; the
purposes for which the securities are being
issued; and the security and source of payment
for the securities. In addition, special circum-

4. The date of the obligations, interest payment
dates, principal payment dates, and the date

from which interest is paid.

5. The denominations in which the securities
are being offered.
6. Registration and exchange provisions.

7. Trustee and paying agents.

8. Redemption features, if any, including
sinking fund provisions.

9. Maturity date and principal amount by
maturity in columnar form. '
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stances that are of importance to the making of
an informed investment decision, and their
possible consequences for investment risk,
should be described. The issuer should be
briefly described, as well as the projects which
are to be undertaken. The purpose for which the
securities are issued should include a description
of the application of proceeds; including the
payment of costs of acquisition or construction;
the making of deposits in debt service or capital-
ized interest funds; and the payment of costs -
incidental to the financing. The security and
source of payment for the securities should be
briefly described, and reference to more specific
information concerning such security and source
of payment should be made. Appropriate




———lines-before-bids-will be-submitted-

references to more detailed information con-
tained elsewhere in the official statement should

be included. |
Section I1I - The Securities Being Offered

Section 1V - Description of Issuer and Govern
ment Enterprzses

Section V - Debt Structure

Section VI - Financial Information. This would
include general obligation debt, debt other than
general obligation debt, full disclosure of ac-

'counting principles supporting the financial
statements, and supporting schedules to finan-
cial statements to provide the necessary detail to
further disclosure of the ﬁnancml position of the
various funds.

- Section VII - Legal Matters. This section
will describe various legal proceedings which
might materially affect the municipality’s ability
to perform its obligations to the bond holders,
including the effects of the legal proceedings on
the securities being offered. These guidélines are
quite technical in nature and substance and
towns issuing bonds of necessity must defer to
attorneys who specialize in legal aspects of
municipal bonds. Compliance with these guide-
lines will determine not only the interest rate the
bonds will be sold at, but whether the bonds can
be sold at all. Investors will demand that mu-
nicipalities and states comply with these guide-

Section VIII - Miscellaneous. This section lists
ratings, financial advisors, town officials in-
volved in the financing, pending legislation and
any additional information relevant to the
financing.

Short-Term Borrowing
Tax Anticipation Borrowing. Borrowmg in
anticipation of taxes is a regular occurrence for

those few remaining Connecticut towns in which

the due date is some seven months after the start
of the fiscal year. Tax anticipation borrowing
may also be necessary where tax collections

temporarily fail to meet expenditures. This type

of borrowing can be reduced to a minimum, or

eliminated entirely, by improved financial
procedures. Changing the fiscal year so that
taxes fall due at the beginning of the year, will
not only eliminate regular tax anticipation
borrowing, but will provide additional cash flov
for investment purposes. Keeping expenditures
well in line with actual receipts, accurate rev-
enue estimating, and adequate budget allow-
ances against delinquent taxes, will minimize
borrowing to meet current expenditures. Oper-
ating on such a cash flow basis will not only
eliminate the cost of short-term borrowing, but
also free the town from dependence on uncertai
banking conditions and improve its general
credit position. Cash operations require promp!
and efficient collection of a major portion of eacl
year’s taxes within the fiscal year, and prompt
action against delinquencies, realistic revenue
estimates, and budgeting of deficits in the next
year’s budget.

Emergency Borrowing. Unusual emergencies
(7-379) i.e. natural disasters, an excessive amoun
of snow removal, an award of judgement agains
the town - may necessitate short-term borrow-
ing. However, such borrowing should be lim-
ited to real emergencies and not become a
regular substitute for honest budget-making.

Bond Anticipation Borrowing. Short-term
borrowing in anticipation of the sale of a large
bond issue is a means of providing a portion of
the funds to begin a capital project. Bond antici-
pation borrowing may have the advantages of

—avoiding payment of an entire bond-issue until-

the full amount is needed, providing flexibility
in selecting the date for a bond sale, and avoid-
ing handling of idle funds. However, if the tow:

- has a program for investment of idle funds,

proceeds from bonds sold in advance may be
invested to advantage, provided the yield curve
is positive. Furthermore, the two-year limit on
the sale of bonds after bond anticipation notes
are issued may in some instances actually restric
the date of bond sale.

Connecticut municipalities are authorized to
issue bond anticipation notes after issuance of
general obligation bonds has been authorized.




The term of bond anticipation notes is generally
restricted to a two-year period (5.7-378). Section
~ 7-378 allows towns to renew temporary bond
anticipation notes for a period of not more than
four years from the date of the original notes, if
the legislative body of the town:

1.© Authorizes appropriation of sufficient funds
- to pay the interest on bond anticipation
notes and the portion of the principal which
would have been paid no later than three
~ years from the date of the original issue of
temporary notes and again no later than four
years from the original issue of such tempo
rary notes. o o '

2. Reduces the amount of the bond issue when
sold by the amount of principal which
~would have been paid had the bonds been
 sold in the third or fourth years, and. pro
vides for payment of the principal in annual
installments no later than the third issue. -

3. Reduces the maximum authorized term of

~ thebonds when sold by not less than the
number of months by which the date of
issue exceeds two years from the date of the
original notes.

With these restrictions on the term of bond
anticipation notes, Connecticut has avoided the
most serious potential misuse of this type of
borrowing, evasion of prompt debt retirement

by continuing bond anticipation borrowing
years after completion of the project.

Any town which has temporary notes out-
standing in anticipation of the receipt of pro-
ceeds from the sale of bonds authorized by a
sewer project which has a written commitment
for a state or federal grant, but has not received
its final grant payment within four years from
the date of the original notes, may renew the
notes from time to time in terms of no more than
six months. 'However, the total amount of the
note shall not exceed the amount of the grant
commitment. '
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Chapter 9
Other Aspects of

Mumcz;ml Finance Admmzstmtzon

In addition to the major areas of finance admin-

istration with which boards of finance are di-
rectly concerned, there are a number of other
related problems which they may encounter
from time to time. A few of the more important
and more common of these miscellaneous .
functions will be discussed briefly in this final
chapter. :

Adopting the Uniform Fiscal Year

5.7-382 Section 1 now mandates that all munici-
palities must adopt the uniform fiscal year by
July 1,1993. Previous legislation had mandated
this change over by July 1, 1991. ”

By vote of a town meeting, any town may
vote to adopt Chapter 110 of the general statutes,
the purpose of which is to provide a uniform
fiscal year for all towns and cities in the state.
The board of finance, after study of Chapter 110
and evaluation of the advantages for its town of
making this change, may decide to recommend
such action to a town meeting or the town
council.

between April 15 and May 15. After the budget
is adopted at this meeting, the tax rate is set and
tax bills are computed and mailed in time for
payments to begin on July 1.

Many towns feel that changing to the uni-
form fiscal year presents a difficult public rela-
tions problem. The benefits which accrue from
the change primarily facilitate administrative
procedures of the town government, while the
burden of providing the additional funds to
make tax collections coincide with the start of
the budget year falls directly on taxpayers. Tax
payments are ultimately no larger, but must be
made twice in one year. Much of this resistance

. can be overcome by developing a specific plan

for effectuating the change which is tailor-made
for the individual community and which takes
advantage of all possible means of providing the

funds for the interim budget.

Chapter 110 gives towns the power to bor-
row all or a portion of the interim budget when
changing to the uniform fiscal year. Bonds
issued for this purpose are not charged against

The uniform fiscal year begins July 1 and

~ ends June 30. Taxes must be collected at the

beginning of the year. A town may choose to

have one, two, or four tax collection dates - July

1, July and January 1, or July 1, October 1, Janu-

ary 1, and April 1 - but the first collection date’

- must be July 1. The major advantages of chang-
ing to the uniform fiscal year are elimination of
tax anticipation borrowing and provision for
adoption of the budget before the fiscal year
begins. Under the uniform fiscal year the date of
the annual budget meeting is changed from

- October to the spring of the year, probably

the town'’s debt limit. Such bonds must mature
in substantially equal installments commencing
one year and ending not later than twenty years
after the date of issue (5.7-384;5.7-385). Chapter
110 also provides that a town may create a
surplus in its general fund for the specific pur-
pose of financing a change to the uniform fiscal
year and may levy a tax of not more than 5 mills
to provide this surplus (5.7-389).

In deciding on the best methods of adjusting
to the uniform fiscal year, the added expense of
borrowing all or the additional tax levy should
be carefully balanced against the burden on
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taxpayers of extra tax payments in one year.
Since one of the primary reasons for changing
the fiscal year is to avoid the expense of interest
‘charges on borrowing in anticipation of taxes,

the cost of long-term borrowing may offset this

advantage until the bonds are paid. Therefore,
as much as possible of the additional funds
should come from current revenue. Consider-
ation should be given to borrowing at most only
half of the amount and not longer than a ten-
year period to keep interest costs at a minimum.

- Independent Post-Audit , :
As pointed out in Chapter 3, the board of finance
is responsible for having the town accounts -

~ audited by an independent auditor every year.

‘This independent post-audit should not be
confused with continuous internal auditing
which is a routine part of financial administra-
tion. A post-audit is one which is made after the

. transactions to be audited have taken place and -
have been recorded. The functions of the board
of finance with regard to the independent post- -
audit are the hiring of the auditor - either an
independent private accountant or a state audi-
tor -and receiving and acting on his report. The
discussion here is, therefore, confined to those
aspects of auditing which will assist the board in
selecting an auditor and determining the general
scope of his work and does not include detailed
procedure for making an audit.

Auditing Standards. In selecting an auditor, a
municipality is purchasing a professional ser-

ance. ror this reason, the Governmental Ac-
counting Standards Board has registered formal
disapproval of awarding contracts for an audit
on the basis of competitive bidding.

Public Act 91-401 requires a single, compre-
hensive financial audit for all municipalities
(including school boards), regional districts,
regional planning agencies and non-profit
agencies with budgets over 200,000 that receive
state aid. This single audit replaces individual
state agency compliance and makes towns that
pass through more than $25,000 in state aid
responsible for reviewing sub-recipients’ audits.

The agreement between the municipality and
the auditor should also specify:
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ing fund reserves, and surplus reserves. The

vice, the quality of which is of primary impor- auditor will decide the exact order in whichthe -

- mine the extent to which verification is needed.

1. The period to be covered by the audit.

2. When it will begin and when it must be
completed. '

3. To whom the audit report should be sent and
how many copies should be provided.

4. What facilities and records the municipality
is to furnish to the auditor.

5. Thebasis of compensation and terms of
payment of the auditor. -

There should be a clear understanding as to
the extent of the auditor’s responsibility in cases
where a municipal official handles funds of other
authorities or municipalities. Provision should
also be made in the agreement for the auditor to
make a more extensive investigation where
circumstances warrant it and for him to receive
extra compensation for this. Finally, the agree-
ment should provide for specific comments and
recommendations about any nonconformity
with statutory requirements and sound budget-
ary and accounting procedures.

Audit Procedure. The publication, Govern-
mental Accounting, Auditing and Financial
Reporting, details the procedure for auditing
municipal accounts under these headings -
revenues and receipts, expenditures, assets,
liabilities, sinking fund requirements and sink-

work will be done, as he or she will also deter-

Board of finance members desiring to familiarize
themselves completely with the entire auditing
procedure should refer to the Committee’s
recommendations contained in Governmental
Accounting, Auditing, and Financial Reporting,
and The American Institute of Certified Public
Accounts’ publication, Audits of State and Local
Government Units.

Insurance - Risk Management .
Frequently, little thought is given to a systematic
approach to the insurance which a municipality

carries to protect itself against various risks with



‘the result that many municipalities are inad-
equately but expensively insured. Municipali-
ties which have systemlzed their insurance
programs have usually given responsibility for
their administration to the finance officer. In
towns without full-time finance officers, the
board of finance can take the initiative for devel-
opment of an integrated insurance program
which will be administered by the board or by a
full-time administrative official.

Fire, automobile, general liability and

~ worker's compensation insurance are the most

common types of insurance which a municipal-

ity must have. A thorough examination of the

type of insurance and extent of coverage needed

will usually result in considerable saving to the
municipality in premium and administrative
costs. Such an examination begins with a thor-
ough analysis of the municipality’s insurance
_needs and the method of placing insurance.

An Integrated Insurance Program. Improve-
ment of a municipal insurance program w1ll
include the following steps:

1. Determination of general practices with
regard to insurance, the extent to which self-
insurance can be used and the extent to
which commercial insurance will be bought,
whether only one company will be used or
whether insurance will be distributed
among agents and brokers, and whether
both stock and mutual companies will be
used.

: liability insurance is only if it completely
covers the municipality and its employees.
from the tort liability of every description.

- 4. Determination of the years for which poli

cies are to be written. Advance payment of
premiums and scheduling of policies may
effect substantial savings. -

5. Determination of minimum standards for
acceptable insurance companies, consideriny
their financial and management rating,
number of years in business, legal reserve
plan, liquidity and diversity of their assets,
ratio of losses to premiums written, a charac

' ter of their management. '

6. Determination of practice to be followed in
purchase of insurance: a) direct purchase
from the agent or broker; b) direct purchase
from an insurance company; c) purchase

~ from a local association of insurance agents

_ or brokers; d) selection of a broker or agent
to.act as servicing agent to the municipality
and to distribute premium payments among
several agents or brokers according to an
approved schedule; or e) competitive bid.

A planned fire insurance program will
include, in addition to the above determinations,
a complete appraisal of all municipal property.
Appraisals made by municipal officials may be

- checked through the local insurance agents’

organization, or the municipality may secure the

2. Determination of the official to whom
responsibility for the entire insurance pro
gram will be assigned. Under an integrated
insurance program this official will check all
policies and rates regularly, keep a constant
inventory of all buildings insured and
record changes in value, make or supervise
direct reappraisals and inspections, check all
claims, and collect claims and rebates. All
losses should be reported to this official and
settled only with approval of officials in
volved and the town attorney.

3. Determination of insurance require
ments. For example, automobile and public

services of an insurance analyst who will check
appraisals, translate them into premium and rate
terms, and suggest improvements which will
afford premium savings. This type of expert
appraisal and survey is very valuable in securing
comprehensive coverage at the lowest possible
rates. _ '

Use of Self-Insurance or Retention of Risk
Management. Analysis of municipal practices
should include study of the feasibility of self-
insurance, partial insurance, or no insurance.
Self-insurance involves cancellation of policies
and establishment of 4 municipal fund out of
which losses are paid. Since a portion of the
premiums charged by commercial companies
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goes to defray business expenses, a municipality
can expect to save this portion of the usual ratio

~_onmunicipal property and from interest earn--

ings on the insurance fund. The amount of the
insurance fund should at least equal the insur-
able value of the most expensive possible single
loss. ' v

~ Some American cities have adopted the
policy of insuring only their most hazardous
risks, or of eliminating from coverage those
buildings occupancy and use of which renders
them less susceptible to fire loss. Large cities

-~ withmany public buildings may consider the
- possibility of carrying no insurance, thus elimi-

nating even the expense of administering a self-
insurance fund. However, this plan is practical
only where the city’s resources are adequate to
replace a major loss quickly. ‘
Self-insurance is applicable also to worker's

- compensation insurance. A fund may be set up

from premiums which would otherwise be paid
to private companies or from lump sum appro-
priations based on 10ss experience, or loses may
be paid from current income as they occur. The
size and resources of the municipality will
largely determine the self-insurance method
used.. .

Risk Management Experience in Connecticut.
On July 1, 1980 the Connecticut Interlocal Risk
Management Agency (CIRMA) began operation
for the purpose of establishing and administer-

ing a municipal worker's compensation pool. By

pooling member municipalities’ premium

workmen’s compensation coverage at a reduced
cost. As of July, 1992, 37 towns and local public
agencies had joined CIRMA.
Public Act 134 of the 1986 Connecticut
General Assembly, broadened the powers of
- CIRMA to include the power to pool premiums
for coverage of public liability, auto and prop-

erty risks and risks of loss in excess of retentions.

'Special Assessments

Certain types of public improvements may be
paid for by charges levied against the property
owners who are benefited by improvement.
Such a charge is called a special assessment. The
theory behind use of special assessments is that
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- the improvement enhances the value of property
in a restricted area only and not throughout the -

entire community, Further justifications are that
special assessments can be levied against prop-
erty exempt from general property taxes and
that special assessment bonds are not subject to
statutory debt limitations. {7} .
Inherent in the theory of payment for benefit
received is the major weakness of special assess-
ment financing, namely, the difficulty of appor-
tioning costs in relation to benefit. Administra-
tive costs and complications in accounting, plus
difficulties involved in collection of experiences
resulting from indiscriminate use of special

. assessments in the past to finance improvements
- sought by land speculators in lieu of strict

subdivision regulations is responsible for their
more selective use today. While historical
experience with special assessments has been
poor, these past abuses occurred largely because
of haphazard administration and were not
inherent in the theory of special assessment
financing. Attention to the proper purposes of
special assessments coupled with careful admin-
istrative control can make this method of financ-
ing improvements a useful tool.

Special assessments have three principal
limitations: the amount assessed must be pro-
portional to the benefit received; the total -
amount assessed must not exceed the cost of the
project; and the total amount assessed must not
exceed the total benefit resulting from the
project. Thus, the amount assessed must not

cont;:ibut-i@nsr,'{;lRMA—wasrable%ﬁproﬁde—“exceedrosm’rbﬁreﬁt'and‘ﬂﬁu‘sﬂae propor-

tional in either case.

Uses of Special Assessments. Experience has
shown that special assessments should not be
used in connection with development of new
subdivisions. Special assessments may best be
used to finance improvements in older areas of
the municipality where certain facilities are still
lacking. Some years ago a committee of the
Municipal Finance Officers Association of the
United States and Canada concluded that the
following types of construction are most adapt-
able to special assessment financing:

1. Sidewalk construction of standard widths;




2. Street openings or street extensions of
standard width, including accessories; -

3. Original street paving of standard widthé,
including curbs, gutters, catch basins, and
other necessary accessories.

While sanitary sewer construction is fre-
quently financed through special assessments
- and lends itself to this type of financing, this
committee recommended that other methods of
financing, such as general obligation bonding,
are preferable. Where special assessments are
used to finance sewer and street construction,
the committee recommended that excess width
of streets and excess size of sewers over normal
dimensions be excluded from the assessment.
The committee also concluded that: planting or
removing of shade trees and house connections,
both water and sewer, should be financed by

-special assessments; storm sewers should not be

financed by special assessments; and street
lighting be omitted from both charges or special
assessments unless it is of exceptional character.
Methods of Determining Benefit. Several
methods of apportioning the cost of improve-
ments among benefiting properties have been
developed. The front foot method is the most
common and simplest method. It is applied by
dividing the total frontage facing the improve-
ment into the total cost to determine the rate per
front foot. This rate is then applied to the front-
age of each parcel of property to determine the
individual assessment. By ignoring such factors

allows assessments to beextended to properties
close to, and benefiting from, the improvement
but not directly abutting it. A combination of
apportionment methods may also be devisedin -
an attempt to equalize assessments and benefits
and especially to take into consideration such
special influences as corner and irregularly
shaped lots. o '

Another method of assessing benefits, the
lot-benefit method, is based on the premise that
the benefit from an improvement accrues to a
given lot to the same extent as all others without

- regard to size. Maximum lot widths are estab-

lished for one benefit; lots exceeding this size are
assessed two benefits on the assumption that
they could be subdivided. This method, which
is simple and easily administered, is readily
adaptable to districts with may irregularly
shaped lots. - |

Methods of Financing. Special assessment
projects may be financed by advance payments
from property owners, temporary loans from a
municipal revolving fund, issuance of warrants
or special liens to the contractor, or issuance of
special assessment bonds.. Special assessments
should be collected in the same manner that
taxes are collected and subject to the same
procedures and controls. Billing should be
systematic and prompt; liens against delinquent
properties should be enforced vigorously.

Investing of Temporarily Idle Funds
The General Statutes of Connecticut provide that
the treasurer of any municipality may, with

aslot-depth-and shape; value, and location, the
front foot method may, however, produce very
inequitable assessments. The area method,
whereby assessments are charged in proportion
to their share of the area benefited by the project,
also ignores some of the same factors as does the
front foot method. '

Assessments may be based on the proportion
which the value of the property, exclusive of
buildings, bears to the total value benefited;
values used may be those used for property
taxation or may be specifically determined for
Special assessment purposes. The benefit zone
method allocates cost in proportion to proximity
of property to the improvement. This method

approval of the budget-making authority, invest
temporarily in direct obligations of the United
States any portion of the proceeds from the sale
of bonds or of other funds, including the General
Fund, as are deemed available for this purpose
(57-400). Under this authorization Connecticut
towns and cities may conduct a program for
investment of temporarily idle funds from bond
sales or from excess revenue collections. Public
Act 83-438 removed the $100,000 limitation on
the deposit of municipal funds in a savings bank.
The State of Connecticut also operates a short-
term investment fund (STIF). Since 1972, this
government investment pool has been open to
state funds, authorities, and municipalities. STIF

57




operates in a manner similar to a money market
mutual fund. The 1992 balance was over $1.7
billion overall, with $520 million being local.

‘Cash Management Program. An investment
program should be based on a careful study of
funds available for investment, or more pre-
cisely, on a study of the liquidity of funds
needed to meet current expenditures. In addi-
tion to determination of liquidity, a sound
investment program will be based on a study of
safety of investment, spacing of maturaties so
that cash is available when needed, and selection
.of investments, which after satlsfymg the first
and second considerations, provnde the maxi-
mum possible earnings.

A study of fund liquidity provides the basis
for a well-organized cash management program
which has, in addition to providing income from
investments, the advantages of more efficient
budget control, prompt payment of bills, and
stabilization of cash balances. A cash manage-
ment program involves three steps. The first

_step is to review cash intake and outgo for each
fund by major sources of receipt and major
objects of expenditures for at least a year; a
three- to five-year period is preferable. From
this analysis the normal fluctuations of cash
balances in relation to receipts and disburse-
ments is identified.

The second step is to prepare a projection of
receipts, disbursements, and balances for each
fund and for all funds combined before the
beginning of the fiscal year. Finally, the amount

be determined. A policy should be established

regarding the balances which should be retained

_in active accounts to handle the predicted vol-
ume of transactions.

Types of Investments. Connecticut towns and
cities are limited by statute with respect to the
types of investments which they can make; as

“indicated, investments must be in “direct obliga-
 tions of the United States.” However, in making
deposits of municipal funds in properly desig-
nated depositories, a municipality may also
choose to take advantage of the earnings which
can be derived from inactive, interest-bearing
accounts similar to savings accounts.
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Séveral types of 6bligations of the federal
government are available for investment of idle
mpnicipal funds; these include:

1. Treasury Bills, short-term obligations limited
in maturity to one year or less, which are
issued on a discount basis.

2. Certificates of Indebtedness, also limited in

maturity to less than a year and carrying one
coupon payable at maturity.

3. Treasury Notes, with maturity of one to five |
years.

4. Treasury Bonds, ordinarily issued with
maturity of longer than five years.

Treasury Bills provide highly liquid investments
for short-term funds; Certificates of Indebted-
ness, while not quite so liquid as bills, are ordi-
narily easily cashed. Treasury Notes and Bonds
provide longer term investments, the latter being
best suited to investment of pension or sinking
funds where the principal is not needed until
some specific future date.

Public Act 83-442 broadened municipal
investment authority by permitting investment
in securities of federal agencies that issue their
own securities. This legislation expanded the
right of a town or city to invest in all obligations

,of the federal government and its agencies.

Public Act 91-245 replaced the statewide

---- ————tobe: mamtame&umctwebank%aiancesshﬁu}d————systerrroﬁ:roteetmgjaubhc—deposntsrmﬁ’r&new—w»-»m~——

system making each bank responsible only for its
own deposits. Public Act 91-177 allows banks to
use a private insurance policy in place of other-
wise required segregated collateral to secure up
to 50% of the state and municipal deposits they
hold. .

Financial Reporting , _
Monthly Financial Statements. Periodic ﬁnan-
cial reports will enable the board of finance to
keep continually abreast of the town'’s current
financial condition. These reports, or financial
statements, are prepared directly from the
accounts; their purpose is to give the board a
picture of the town’s financial operations.as of a




certain date. Their primary usefulness will be as
a control over the budget in anticipation of
transfers and additional appropriations. Famil-
jarity with fluctuations in expenditures and

receipts during the year will also assist in evalu-

ation of budget requests. :

~ Financial reports may be compiled monthly,
quarterly, or weekly. Most boards will find

‘monthly reports quite adequate for their pur-
~ poses, particularly if they are timed to coincide
with regularly scheduled board meetings. (8}
Two monthly financial statements are essential -
~ one which compares receipts with budget esti-
mates, another which compares expenditures
with authorizations. The comparative statement
of monthly receipts shows for each revenue
source the total receipts estimated for the year,
actual and estimated receipts for the month,
actual and estimated receipts for the year to date,
and the balance of the estimate still to be col-
lected. The comparative statement of actual and
- authorized expenditures shows for each func-
tion, organization unit, activity, and object actual
appropriations; estimated expenditures com-
pared with actual expenditures, unexpended
balance of appropriations, encumbrances, and
.unencumbered balances.

Other statements and reports may be pre-
pared to cover all of the particular financial
operations of the municipality. For example,
monthly statements of cash position provide the
basis for readjusting expenditures to income and
planning a borrowing program. Periodic state-
ments of special assessments, miscellaneous
accounts receivable, or debt detail specific
operations are helpful. :

been awarded to a number of C(_)nnecticut towns:
and cities.{9}

Employee Retirement Plans

While provision for retiremient of municipal

employees is not the direct responsibility of the
board of finance, the financial implications of a
pension system may want to consider whether t«
devise its own plan under '

charter or special act authority or whether to
affiliate with the state-wide system available for
adoption by municipalities. The board of fi-
nance should consider the financial obligations

* of the town under any

'Connecticut Municipal Employees Retiremen
System. Chapter 113 of the General Statutes
permits towns and cities to place their employ-
ees, including certain elected officials, under the
Connecticut Municipal Employees Retirement
System. This system, which is administered by
the state retirement commission, makes availabl
to municipalities retirement coverage, the cost o
which would be prohibitive if handled on an
individual town basis.

The Connecticut Municipal Employees
Retirement System (CMERS) provides three
types of retirement plans - participation in
CMERS only, participation in Social Security
only, or participation ina combined CMERS
and Social Security plan. CMERS alone provide
for contributions by employees of 5 percent of
their wages. Under the combination of CMERS

~ and Social Security, employees contribute 5 |

percent on all wages from which Social Security
deductions are not made and 2 1/4 percent on
earnings from which Social Security deductions

Annual Financial Reports. An annual financial
report in contrast to the annual town report, will
- summarize for the board and other town officials

the complete financial operations of the town.. It
is in effect a compilation of the monthly reports
in somewhat more detail. The recommendations
‘made by the National Committee on Govern-
mental Accounting in Municipal Accounting and
Auditing for the content and form of annual
financial statements should be followed in
preparing and annual financial report. The
GFOA sponsors a certificate of Achievement for
excellence in Financial Reporting, which has

are made. If Social Security alone is used, the
prevailing Social Security rate applies. The

“municipality contributes as required of employ-

ers under Social Security and as determined by
the state retirement commission to provide any
additional funds needed to meet future pen-
sions. The municipality also contributes towarc
the cost of administering the fund. _
‘Monthly retirement benefits are paid under
CMERS in the amount of one-twelfth of 12/3
percent of average annual pay in the three
highest-paid years multiplied by the number of
monihs of service. Under a combination of
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'CMERS and Social Security monthly benefits are
one-twelfth of five-sixths of 1 percent of average
annual pay in the three highest paid years on
which Social Security coritributions were made
multiplied by months of service, plus one-
twelfth of 12/3 percent of such average annual
pay not covered by Social Security deductions

~ multiplied by the number of months of service.
Social Security benefits alone are as determmed

by the federal government.

Establishing a Retirement Plan. A mumcnpal
retirement plan must meet the specific needs of
each individual municipality; it is a mistake to
copy another municipality’s plan in toto. When
a municipality decides to provide retirement
benefits for its employees or to revise its existing
plan, a working committee representing the
employees, administrative officials, and the
legislative body should study all possible plans
and recommend the one which in their opinion
best meets their needs. It is important that all
occupational groups of employees be included
under one plan and that provision be made for
immediate coverage of present employees.

Use of a state-wide retirement plan enables
small local governments to provide a level of
retirement coverage commensurate with large
governments. It relieves municipalities of the
responsibility and expense of operating a retire-
ment fund and assures technical skill in adminis-
tration of the plan. A state-wide retirement plan
provides uniform benefits, contributions, and
qualifying conditions and promotes continuity

to another. Such a plan can be flexible enough to
include all occupational groups and all basic
risks.

_Local Retirement Plan A mumc:pahty may
decide that it wants to adopt its own retirement
system, either with or without supplementary
social security coverage. Funds for a retirement
plan may be contributed entirely by the em-
ployer, entirely by the employees, or by both the
employer and the employees. Most retirement
plans are jointly contributory, recognizing that
retirement benefits are the responsibility of both
the employer and employees.

The amount of contributions made by em-
ployees and the employer must be determined.
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In setting this amount it is important to keep in
mind the ability of lower income employees to

* make contributions; the effect of arbitrary limita-
tions on the amount of contributions and the
~consequent limits on the amount of annuity

received; the possibility of varying employee
contributions in relation to entrance age, sex, and

_occupation; the relative amount of employer and

employee contributions; provision for prior
service credit for employees; and the type of
benefits to be allowed for employee’s depen-
dents.

A financially sound retirement plan is based
on accepted actuarial principles. ‘Costs must be
accurately determined in advance to insure that

- contribution rates will cover benefit obligations.

Technical assistance from a qualified actuary is
essential if costs are to be estimated accurately.

If probable future costs are ignored, there will be
no assurance that benefits can be paid as
planned. .

‘There are two methods of financing a retire-
ment plan - the cash disbursement method and
the actuarial reserve method. Under the cash
disbursement method, annual revenues are
sufficient only to pay benefits actually due that
year. Under the actuarial reserve method, a
portion of the benefit payable to each employee
in the future is presumed to be earned each year.
This method is preferable because it makes

~ current provision for meeting future liabilities

and results in approximate leveling of annual
costs and a fairly stable ratio between annual

““““ —of coverage for employees moving fromrone job—payrolland contributions

If a local plan is to be integrated with Social
Security, there are three alternative methods

from which to choose - the offset plan, supple-

mentation and coordination. The offset or

integration plan involves fusion of the existing
retirement system and Social Security with a
complete merging of benefits and contributions.
Even though integration results in only one
retirement system, it is more complicated and
provides lowest benefits to employees.

Supplementation consists of merely adding
Social Security to a complete local retirement
system with resulting additional benefits and
additional contributions. Although benefits paid




under this plan are quite high, it is very expen-
sive for both employer and employees.
Coordination involves a downward revision
of contributions and benefits from the local
system when Social Security is added. Contribu-
tions and benefits will approximate those of the
current local plan. Coordination permits inde-
endent operation of the two retirement plans
" and affords the greatest flexibility in'adapting
the system to local needs. It also takes full
advantage of future increases in Social Security
benefits. Coordination is the method used to
combine the Connecticut Municipal Employees
Retirement System and Social Security.

Footnote :
{7} Sections 7-139 through 7-145 of the Connecti-
cut General Statutes cover the use of special
assessments by the state's towns and cities.

{8) See examples of monyhly financial statements
prepared for board of finance in Appendix A.

(9} Also see section on Financial Reporting in
Chapter 3, p. 37"
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Appendix A

Schedule I - General Government Summary

ANNUAL BUDGET TOWN OF MANSFIELD 1992-93
.SUMMARY OF DEPARTMENTS: General Government 01

Totals . 384,071
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Actual Current
' ' Expendi- Year .
SUMMARY: General tures Estimated  Proposed = Approved
Government  1990-91 1991-92 1992-93 - 1992-93
GENERAL GOVERNMENT
11 Town Council 27,899 33,510 34,010 34,010
12 Town Manager 109,590 110,750 118,880 116,740
13 Elections 23,127 31,830 28,520 28,520
‘14 Finance 384,071 391,551 417,192 409,500
15 Law 7,290 8,050 7,000 . 7,000
16 Town Clerk 106,598 103,880 108,018 107,500
17 Administrative Boards - '
and Commissions 53,949 51,500 49,020 49,520
18 Personnel 27,636 31,760 32,304 32,304
Totals 740,160 762,831 794,944 785,094
Schedule I1 - Finance Department Summary
ANNUAL BUDGET TOWN OF MANSFIELD 1992-93
FUNCTION: 10 General Government
DEPARTMENT: 14 Finance
ACTIVITY: SUMMARY
Current Year Actual & Estimated
Actual
o Expendi- :
Finance tures ~Adopted Actual Estimated Proposed Approved
Summary 199091 1991-92 6 mos. 1991-92 1992-93 1993-94
Adminis-
trative & ,
Control 165,200 172,500 84,091 169,716 178,972
* Revenue
Collection 146,609 145,890 70,110 151,500 158,970
Property
Assessment 72,262 73,090 35,100 70,335 79,250
391,560 189,301 391,551 417,192




EXPLANATION:
The Department of Finance, under the supervision of the Director of Finance, is responsible for the
~ proper administration of the financial activities of the Town in a manner consistent with established

and accepted municipal accounting principles and practices and in accordance with the requirements
as set forth in Section 606 of the Town Charter. The department is a service-oriented function in that il
facilitates the orderly recording of collection and expenditure of all Town funds. :
The three major functions of the department are:

1. Supervision and Operations.

2. Collections.

3. Assessment.

The Director of Finance is responsible for organizing the activities of each major function and
supervising the personnel involved.
The Director of Finance is charged by the Charter to carry out the following responsxbﬂltles
| 1. Maintain all financial accounts and records.
2. Administer the assessment and collection of taxes, special
assessments and other revenues.
3. Control expenditures and transfers of all Town funds, including
the investment of temporary surplus funds.
4. Develop, with the approval of the Town Manager, financial accounting procedures and
internal control systems.
5. Prepare quarterly and annual financial reports.
6. Appoint and supervise a treasurer, a tax collector and an assessor.
7. Purchase all supplies, materials, equipment and other commodities required by any depart
ment, agency, board of commission of the Town upon requisition by authorized person:
8. Serve, to the extent time allows, as the purchasing agent and business manager to the
school system.
9. Develop and implement a purchasing procedure regulating all facets of such transactions,
including bid requirements and contract awards.
10. Audit all financial transactions. '
11. Contract for data processing services.

POSITIONS:
1990-91 1991-92 1992-93
Regular Full Time:
‘‘‘‘‘‘ Director of Finance 1 1 1
Collector of Revenue 1 1 1
Revenue Clerk 3 3 3
Assessor 1 1 1
Administrative Aide
Finance Asst. 0 0 1
Senior Account Clerk 1 1 1
Account Clerk 1 1 1
Senior Clerk Cashiers 3 3 3
Senior Clerk Typist 1 1 1
Regular Part-time:
Secretary 0 , 0 0.5
Totals 12 ' 12 125
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Schedule I11 - Division Detail o

ANNUAL BUDGET TOWN OF MANSFIELD 1992-93
FUNCTION: 10 General Government
DEPARTMENT: 14 Finance

DIVISION: 01 Administration & Control

Current Year Actual & Estimated

Actual
Expendi- _
Expense  tures Adopted Actual Estimated  Proposed ~ Approved
Class 1990-91 1991-92 6 mos. 1991-92 1992-93 1992-93
165200 172580 84,001 165716 178,972
100 Personal - _ , '
~ Services 107,213 111,200 55,500 109800 - 117,672
200 Contrac-
tual L : o
Services 57,984 61,380 28,591 59,916 61,300
300 Supplies — — — — —
400 Equipment — - — — -
Totals 165,200 172,580 84,091 169,716 178,872
EXPLANATION:
The supervision and operation’s staff is responsible for coordinating and processing all financial
activities throughout the departments of the Town and the Board of Education..
' These activities include utilizing a computer system to process the purchasing, payroll, cash
receipt, and cash disbursement cycles: '

The data from these transacﬁo‘wm_b'wiarmmmm_mdnusﬂnanciaumun&__ _____________ =
~~~~~~ —“%eseﬂccoumom—rh?sti_s—fo_rre—trieval of information necessary for financial reporting to the Town
- Council, Town Manager, departments, third parties and interested Town citizens. , ,
In addition to data processing cycles, the department is also responsible for the following services:

Preparation of budget documents for the Town and the Board of Education.

The generation of peripheral payroll reports - F.I.C.A., F.LT, pension, Credit Union, W-2's,

Maintenance of personnel records for payroll purposes. ' ‘ '

Maintenance of employee insurance and workmen'’s compensation records.

Completion of federal surveys and census for O.S.H.A., FederalRevenue Sharing, Criminal
Justice Commission, etc. '

6. Performs accounting services for the Housing Authority under Title VIIL

7. Performs accounting services for Dial-A-Ride, including payroll, cash receipts and

disbursements, monthly financial reports, and federal and state tax reports both

quarterly and annually. ‘

R o
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Appendix B

A Recommended Standard
Classification of Accounts
for Connecticut Municipalities
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Section I

FUND CODE
10
20
30
40
50
60
70

- 80

Types of Municpal Funds

- TYPE OF FUND
General Fund
Capital Projects Fund
Department Service Funds
Special Revenue Funds
Special Assessment Funds
Internal Service Funds '
Enterprise Funds
Trust Funds
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. Section II General Fund Revenue Code Structure

Fund Number Revenue Summary Account Classification )
10 1 ' 100 . 8
General Fund )
GeﬁeralfProperty‘-Tax

Example - Current Property Tax Revenue Reporting
Fund Classification Summary
10 1

Revenue Classification Summary

1000 General Property Taxes

2000 Licenses and Permits.

3000 Fines, Forfeits and Penalties

4000 Revenue From the Use of Money and Property
5000 Revenue From other Agencies

6000 Charges For Current Services

7000 Other Revenues

—————Current Propergy Tax

Account Classification
100 ‘
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Sec_tion II Revenue Codes

Account Account Classification
Code ‘

1000  General Property Tax
1100  Current Property Tax
1200  Prior Year's Levies
1300 Interest and Lien Fees
1400  Supplemental Motor Vehicle:
1500  Collections from Suspense List

2000  Licenses and Permits
2100  Licenses and Permits For Street Use
2110 Vehicle Licenses
2120  Parking Meters -
2130  Street Privilege and Use
2200  Business Licenses
2210  Alcoholic Beverage Licenses
2220 Health Licenses
2230  Police and Protective Licenses
2240  Amusement Licenses
2250 Manufacturing Licenses
2260  Merchandising Licenses
2270  Professional and Occupational Licenses
2300  Non-Business Licenses and Permits
2310  Animal Licenses
2320  Marriage Licenses
2330  Burial Permits
- 2340  Building Structure and Equipment Permits
-2350  Sporting Licenses
2390  All Other

" 3000 Fines, Forfeits and Penalties
3100 Fines

3110 Motor Vehicle Offenses

3200 Forfeits

3300 Penalties

4000 Revenue from the Use of Money and Property
4100 Interest Earned

4110  From Bank Deposits

4120  From Investments

4200 Rents, Concessions and Royaltieé
4210 Parking Lot and Garage Rents
4220  Other Municipal Property

5000 Revenue from Other Agencies
5100 Shared State Revenue

5110 Jai-Alai Proceeds

5115 Hotel Room Tax

5120  Dog Track Proceeds

5125  Off Track Betting

5190  AllOther

5200 State Grants in Lieu of Taxes
5210 PILOT: State Property

5215 PILOT: Colleges and Hospitals
5220  PILOT: Vessels

5225 PILOT: Disabled Tax Relief
5230 Manufacturing Inventories
5235 Mercantile Inventories
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5240

Elderly Tax Relief

5245  Low-Income Tax Abatement
5250 Distressed Municipalities Exemption
5255  Moderate Rental Housing '
5290  All Other , _'

5300  State Grants in Aid

5310  Highways

5320  Health

5330  Welfare

5340  Libraries

5390  All Other

5400  State Grants in Aid - Education

3410 Guaranteed Tax Base

5420 Vocational Agriculture Tuition

5490  All Other

5500  State Grants in Aid - Reimbursement for

Expenditures

5510  Welfare - General Assistance, Medical, etc.
5520  Special Education

5530  Pupil Transportation

5540  Private School Health Service

5550  School Building Grants

5590  All Other

5600 Federal Grants in Aid

5610  Health

5620  Schools

5630  Libraries

5690  All Other

5700  Federal Revenue Sharing

5800  Revenue From Other Public Agencies
5810 Housing Authorities

5820 Parking Authorities

5830  Sewer Authorities

5900  Revenue From Private Sources

5910 Donations and Contributions

5920 Unclaimed Moneys

6000  Charges for Current Services

6100  General Government

6110 Recording Legal Documents - Deeds,

Mortgages, etc.

6120 Conveyance Tax

6190 All Other

6200  Public Safety

6210  Police Charges

6220 _Fire ProtectionServices

6230  Protective Inspection Fees

6240 Examination Fees

6250  Animal Pound Fees

6290  All Other

6300 Community Maintenance and Development
6310 Public Works - Highways

6311  Street and Sidewalk Maintenance Assessments
6312 Street Lighting Assessments

6319  All Other

6320 Public Works-Sanitation

6321  Sewer Charges and Assessments
6322 Street Sanitation Charges

6323 Waste Collection Charges

6324  Waste Disposal Charges

6329 All Other

6330 Public Works-Building Operations
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6331
6332
- 6333

6340

6350
6352
6353
6410
6420
6430
6440
6490

. 6510
6520

6590

6610
6620

7000
7100
7200
7300

Building Rental Fees

Janitorial Charges

Utility Charges

Engineering

Planning, Zoning and Development
Sale of Maps, Regulations, etc.
Zoning Application Charges
Subdivision Appllcahon Charges
All Other

Health .

Vital Statistics ~ Birth, Marriage,
Death Certificates

Health Inspection Fees — Restaurants,
Food Servers, etc.

_Hospitals

Clinics .

All Other

Public Welfare

Institutional Receipts

General Aid Payments - Other Municipalities,
Individuals '
All Other

Schools

Tuition and Fees - Individuals

Tuition and Fees — Other Municipalities
Cafeteria Receipts

Building Rental Fees

Utility Reimbursements

All Other

" Libraries

Fines and Fees

All Other

Recreation

Golf Fees

Auditorium and Stadium Fees
Admissions, Concessions, and Fees
All Other

Miscellaneous

Cemeteries

Other Revenues

Premiums on Bonds Sold

Sale and Compensation for Loss of Fixed Assets
Contributions and Transfers from Other Funds

......... 7400 Contributions.and_Transfers_to-Other Funds
7400  Fund Surpluses
7500 Refunds
7600  All Other Revenues, Not Otherwise Classified
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Section Il  General Fund Expediture Code Structure

Fund Number Function Department ~  Activity ~ Example

General Fund

General Government

Legislative

Municipal Council or
Town Meeting

Example - Council or Town Meeting _Genéral Fund Expenditure
Coding - : ‘

Fund Function Department Activity
10 -01 - 10 - 01

Expenditure Classification Summary (Function)

01  .General Government
02  Public Safety
.03 Public Works
04  Planning and Development

05  Health
06 Human Resources
07  Schools

08 Libraries
09  Parks and Recreation

10 Employee Fringe Benefits
11 Debt Service
12 Contributions and Transfer to Other Funds




Section III General Fund Expenditure Codes

Fund Function Department  Activity :

10 01 . General Government

10 - 01 10. Legislative : :

10 01 10 - 01 Municipal Council or Town Meeting

10 01 .10 02 Legislative Committees and Special Bodies
10 01 10 03 Ordinances and Proceedings "
10 01 10 04 Legislative Clerk

10 01 10 05 Independent Auditor

10 01 11 Executive }

10 01 11 01 Chief Executive Officer(Appoint or Elect)
10 . 01 1 02 Chief Elected Official(When Direct Elect)
10 1] 12 Judicial

10 01 12 01 Probate Court

10 01 12 02 Jury Committee

10 01 13 _ Elections

10 01 13 01 Administration and Registration

10 01 13 02 Primary Elections

10 01 13 03 General Elections

.10 01 13 04 Special Elections .

10 01 13 05 Presidential Primary

10 01 13 06 Board for Admission of Electors

10 01 14 Finance '

10 01 14 01 Administration and Control

10 01 14 02 Accounting and Internal Auditing

10 01 14 03 Budgeting

10 01 14 04 Debt Management

10 01 14 05 Assessment of Property-Real & Personal

10 01 14 06 Collection of taxes and Other Monies

10 01 14 . 07 Custody and Disbursement of Funds

10 01 14 08 Purchasing and Custody of Supplies

10 01 14 09 Insurance & Fringe Benefit Administration
10 01 14 10 Admin. of Special Funds & Investments
10 01 14 11. Data Processing

10 01 15 Law

10 01 15 01 Counsel and Legal Advice

10 01 15 02 Special Counsel

10 01 16 Recording and Reporting

10 01 16 01 Municipal Clerk

10 01 16 02 Recording Deeds and Commissions

10 01 17 Admiristrative Boards & CoInimiss.

10 0 17 01 Charter or Charter Revision Commission
10 01 17 02 Board of Tax Review(Review of Assessment)
10 0 17 03 Municipal and School Building Committees
10 01 17 04 Board of Finance-Finance Dept Separate
10 01 18 Personnel Administration

10 01 18 01 Administration

10 01 18 02 Recruitment and Selection

10 01 18 03 Classification of Positions

10 0 18 04 Pay Administration

10 01 18 05 Employee Evaluation

10 01 18 06 In-Service Training

10 01 18 07 Employee Relations

10 01 18 08 Retirement Administration

10 02 Public Safety

10 02 10 Police Protection

10 02 10 01 Administration

10 02 10 02 Police Training

10 02 10 03 General and Criminal Records




04 Identification Records

10 02 10
10 02 10 05 Custody of Recovered Property
10 02 10 06 Communication System '
10 02 10 07 Detention and Custody of Prisoners
10 02 10 08 Crimes Against People
10 02 10 09 Crimes Against Property
10 02 10 10 Uniformed Patrol-
10 02 10 11 Resident State Trooper
10 02 10 12 Harbor Patrol
10 02 10 13 Vice and Morals Control
10 02 10 14 Crime Prevention
10 02 10 15 Traffic Control
10 02 10 16 Special Detail Services
10 02 10 17 Police Vehicle Service
10 02 10 18 Medical and Ambulance Services .
10 02 10 19 Police Station and Buildings
10 02 10 20 Canine Control B
10 02 10 21 Constables
10 02 11 Fire Protection
10 02 11 01 Administration
10 02 11 02 _Training :
10 02 11 03 Alarm and Communication System
10 02 11 04 Fire Prevention
10 02 11 05 Hydrant and Water Service
10 02 11 06 Fire Fighting
10 02 11 07 Apparatus Service
10 02 11 08 Medical and Ambulance Services
10 02 11 09 Fire Station and Buildings
10 02 n 10 Fire Marshall
10 02 12 Civil Preparedness
10 02 12 01 Administration
10 02 12 - 02 Disaster Planning
10 03 Public Works
10 03 10 01 Supervision
10 03 10 01 Administration
10 03 11 Highways
10 03 11 01 Administration
10 03 11 02 Roadways )
10 03 11 03 Street Lighting :
10 03 11 04 Sidewalks, Curbs and Crosswalks
10 03 11 05 Bridges, Viaducts and Grade Separations
10 03 11 06 Flood Control
10 03 12 Sanitation and Waste Disposal
10 03 12 O1—Administration
10 03 12 02 Sewer System
10 03 12 03 Sewage Treatment and Disposal
10 03 12 04 Street Sanitation-Sweeping, Leaf Pick-Up
10 03 12 05 Waste Collection
10 03 12 06 Waste Disposal
10 03 12 07 Comfort Stations
10 03 13 General Engineering
10 03 13 01 Administration
10 03 13 02 Surveying
10 03 13 03 Maps and Records o
10 03 13 (4 Construction Slipervision-BuiIding/ Highway
10 03 14 - Municipal Buildings
10 03 14 01 Administration
10 03 14 02 Building Operations
10 03 14 03 Building Maintenance and Repair
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Equipinent Maintenance and Repair

10 03 15

10 03 15 .01 Administration

10 03 15 02 Equipment Repair

10 03 15 03 Equipment Maintenance

10 03 15 04 Equipment Operation

10 04 Planning and Development

10 04 10 00 Planning and Zoning

10 04 10 01 Planning

10 04 10 . 02 Zoning

10 04 10 03 Appeal of Zoning

10 04 11 Community Promotion

10 04 12 Redevelopinent

10 04 . 13 Housing

10 04 14 Conservation _

10 04 15 Economic Development

10 04 16 Inland-Wetlands Commission

10 04 17 Inspections

10 04 17 01 Administration

10 04 17 02 Building Inspection

10 04 17 03 Plumbing

10 04 17 04 Heating

10 04 17 05 Electrical o

10 04 17 06 Weights and Measures

10 04 17 07 Inspections Appeals

10 05 Health :

10 05 10 Conservation of Health

10 05 10 01  Administration

10 05 10 02 Vital Statistics

10 05 10 03 Regulation and Inspection

10 05 10 04 Control of Communicable Disease
10 05 10 05 Maternal and Child Health Services
10 05 10 06 Health Information

10 05 10 07 Laboratories

10 05 10 08 Health Centers and General Clinics
10 05 10 09 Public Health Nursing '
10 05 10 10 Mental Health

10 - 05 10 11 Homemaker Service

10 05 10 12 Sanitarian

10 06 10 Human Resources

10 06 10 Social Services

10 06 0 0T  Administration

10 06 10 02 Administration of Cases

10 06 10 03 Child Weltare Services :
10 06 10 04 Institutional Care-Hospitals, Rest Homes,
10 06 10 05 Workfare Program etc.

10 06 10 06 Health and Medical Assistance

10 06 10 - 07 Veteran's Burials

10 06 11 Human Relations

10 06 12 Elderly Programns, Cominission on

10 06 13 Youth Programs Aging, Munc.

10 06 14 Housing Agent '

10 06 15 Handicapped Services

10 06 16 Veteran's Center

10 06 17 Diadl-A-Ride

10 07 Schools

10 07 10 Education Programs

10 07 11 Building Maintenance and Grounds

10 07 12 Fringe Benefits

10 07 13 Insurance(Protection, Liability)




10 08 Libraries
10 08 10 Central Library
10 08 10 01 Administration
10 08 10 02 Adult Programs
10 08 10 ‘03 Children’s Programs
10 08 10 04  Reference Department
10 08 11 Branch Libraries L
10 09 Parks and Recreation
10 09 10 Administration
10 09 10 01  Supervision and Control
10 09 1 Public Celebrations ==
10 09 11 01  Memorial Day
10 09 11 02 Fourth of July
10 09 11 03 Special Commemorations
10 09 12 Recreation '
10 09 12 01 Administration
10 09 12 02 Outdoor Play Areas & Activities
10 09 12 03  Recreation Buildings/Indoor Activities
10 - 09 12 04  Swimming Programs - Summer
10 09 12 05 Swimming Programs - Winter
10 09 13 Municipal Parks :
10 09 13 01  Administration
10 09 13 02  Park Areas
10 09 13 03  Parkways and Boulevards
10 09 13 04  Nurseries and Greenhouses
10 09 13 05  Street Trees and Shrubs
10 .09 14 Special Recreation Facilities
10 09 14 01  Civic Auditorium
10 09 14 02  Stadium Facilities
10 09 14 03  YachtHarbors
10 09 14 (4 Museums
10 09 15 Beautification Commission
10 09 16 Parks and Recreation Commission
10 10 Employee Fringe Benefits
10 10 10 01 Municipal Employees
10 10 10 02 Police
10 10 10 03 Fire
10 10 10 04 Education
10 10 10 .- 05 Other Employees
10 10 20 Social Security
10 10 20 01 Municipal Employees
10 10 20 02 Police
10 10 20 03 Fire
10 10 20 04 Education
10 10 20 05 Other Employees
10 10 30 Worker’s Compensation
10 10 40 Unemployinent Compensation
10 10 50 Employee Life Insurance
10 10 60 Emnployee Health & Dental Insurance
10 10 70 Heart and Hypertension '
10 1 Debt Service
10 11 10 Interest
10 11 10 01  School Bonds
10 11 10 02 School Notes
10 11 10 03 Municipal Bonds
10 11 10 04  Municipal Notes
10 11 11 Principal '
10 11 11 01  School Bonds
10 11 11 02 School Notes
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03 . ‘Municipal Bonds
04 Municipal Notes

Contributions and Transfers to Other Funds
Contribution to Capital Improvement Fund
Contribution to Capital Equipment Fund
Contribution to Sewer Fund ‘ '
Contributions and Transfers to Other Funds

Miscellaneous ..

Cemeteries

Settlements (claims, Losses and Lawsuits)
Municipal Ins. (Fire, Liab., Multi-peril)
Tax Refunds .

‘Other Expenses Not Otherwise Categorized

Contingency
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‘Section IV GENERAL FUND: Suggested Object of Expenditures Codes

Salaries, Wages, and Benefits

101 Regular Payroll
102 . Part-time Payroll
103  Temporary Payroll
104  Overtime Payroll
105  Contracted Payroll
106 Longevity
121 FICA
122.  Workmen’s Compensation
123 Retirement
124  Unemployment Compensation
125 = Life Insurance
126  Major Medical
127 BlueCross
128 Blue Shield
129  Professional Improvement Reimbursement
130 Terminal Pay
Communications
200 Postage (Postal Fees)
201 Telephone & Telegraph (include Tele-typewriter Services)
202 Delivery Expense '
203 Moving Expense
204  Freight & Express Charges
205 Armored Car Service
206 Mailing Service
209 Alarm Devices
- Utilities
210 Electricity
211 Piped Gas
212 Water
213 Heatand Air Conditioning Service (when piped from an outside source)
214 Other Utility Charges
Annual Service Contracts and Agreements (Repairs and Maintenace)
215  Service Contracts - Office Equipment _
216  Service Contracts - Air Conditioning, Refrigeration, Electrical, Plumbing and Heating
217 Service Contracts - Elevators, Hoists, Cranes and other mechanical equipment
218 Service Contracts - Equipment (Not Otherwise classified)
219 Service Contracts - Communication Equipment
Repairs and Maintenace
220 Motor Vehicle Maintenance and Repair
221 Equipment Maintenance and Repair
222 Building Maintenance and Repair
223 City Caused Damage
224 Street, Bridges, and Walks - Maintenance and Repair -
225 Maintenance of Grounds
226 Curb Repair '
227 City Accepted Walk Repair
228 Accident Repair
229 City Owned Walk Repair
Professional and Technical Services
230 Architectural Services
231 imqnci?l Services (include actuarial, insurance, auditing services and certificate of Conformance
eview '
232

Secretarial Services (include court reporting)




133 Engineering Services (include stream gauging, weather forecasting, sprinkler system inspection,
appraisal, and testing services) o
234  Legal Services (include accident photo and investigative services)

235  Medical Services (include psychiatric, laboratory, veterinary, ambulance service, and private
nurses) - '

236 Entertainment Services (include band concerts, symphony, parade bands, fireworks displays, etc.)
937 Research and Planning Services ’ :

238 Electronic Data Processing Services

239 Other Professional and Technical Services

 Professional and Business Expenses
240 Dues in Professional & Technical Associations
241  Subscriptions to periodicals '
242 Attendance at professional conventions (and/or conferences)
243 - Attendance at Educational Institutions
244 Business Meeting, Lunches, and Dinner
246  Mileage Allowance ' ,
247 Employee Services (Christmas Party, Golf Tournament, etc.)

Printing, Binding and Advertising
250 Advertising
251 Outside Printing Services (Typesetting, photos, etc.)
252 Central Duplicating Printing Charges
253 Printed Forms Y
254 Office Copy Charges '
255 Outside Printing (Reports, Envelopes, Manuals, etc.) -
256  Photographing, photostating, Blueprinting, X-Rays, and Microfilming
257 Book Binding
258 . Periodical Binding

Cleaning
260 Contractual Custodial
261  Contractual Labor
262 Painting

264 Laundry and Dry Cleaning .
265 Disinfecting and Exterminating

267 Window Cleaning
268 Guard Services

Subsistence, Care and Support
270 Board of Prisoners
273 Housing, Care and Maintenance of Animals

Rentals
280 Rental of Land .
- 281 Rental of Offices, Schools, Garages, Polling Places, etc.
282 Rental of Automotive-and Construction Equipment
283  Rental of Data Processing Equipment

284 Rental of Office Equipment (include movie equipment)
285  Rental of_Automotive Equipment

287  Rental of Dust Mops, Mats, etc.
288
289 Rental of Uniforms

Other Contractual Services
290 Insurance
291  Towing of Storage of Vehicles
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293 Fees (Court, Sheriff, Recording, Licenses, Inspections, Notary)

294  Payments to Members of Boards and Commissions

295  Payments to Other Agencies and Funds (governmental and non- governmental)
296  Claims, Comp. Awards & Refunds from Court Appeals

297 Interest

298 Assessments and Taxes

Fuels, Lubricants, Gases
300 ©  Fuel for Heating
301 Gasoline
302  Diesel Fuel
303  Motor Oil and Lubricants (include brake fluid and anti-freeze)
305  Bottles Gas (Oxygen, Acetylene, etc.)

Uniforms and Custodial Supplxes

- 310 Custodial Supplies

311  Protective Clothing & Safety Eqmpment
312 Linens and Towels

314 Uniforms and Accessories

315  Clothing for Home Patiénts

316 Dishes, Glassware, Paper Goods, etc.

317  Miscellaneous Household Supplies

Office Supplies
320 Office Supplies
321  Word Processing Supplies
322 Photographic Supplies
323 Photocopy Supplies (Xerox supplies, photostat supplies)
324 Microfilm Supplies

325 - Data Processing Supplies (Tab cards; DP forms, Computer tape, etc.)

326 Printing Supplies - paper

327 Printing Supplies - inks, offset material

328  Library Supplies (catalog cards, book cards and covers, plastic book covers, etc.)
329  Art & Drafting Supplies

Food, Agriculture and Chemicals
330 Food
333  Tobacco
334 Salts, (Sodium Chloride and Calcium Chloride)
335 Materials for Ground Maintenance (topsoil, fertilizer,peat, etc.)
336 Horticultural Supplies (plants, trees, shrubs, seeds, etc.)
337 Laboratory Chemicals
338  Pool Supplies (chemicals, etc.)

339——Special-Chemicals (insecticides; weedicides, fire fighting chemicalsy

Repairs and Maintenace Supplies
340 Motor Vehicle Repair Parts
341 Motor Vehicle Operating Supplies

342 Other Equipment Operating Supplies

343 Tires, Tubes, and Chains

344 Other Equipment Repair Parts

345 Welding Supplies

346 Hand Tools and Garden Supplies

348 Radio, Fire Alarm, and Air Raid Alarm Parfs

Construction Supplies
350 General Hardware
351 Building Supplies (fence, lumber, glass)
352 Plumbing Supplies .
353 Cement, Sand and Gravel
35 Bituminous Materials
355 Paint and Paint Supplies



356  Rope, Cord, etc. :

357 Electrical Supplies (fixtures, bulbs)
358  -Refractory and Furnace Supplies
359  Miscellaneous Construction Materials

Medical, Surgical, Scientific, Laborotory '
360  Medical Supplies (gauze, cotton, adhesive, tissues, wrappings, alcohol, blood plasma, etc.)
363 Laboratory Supplies (other than chemicals)
364  X-Ray Supplies (include X-Ray film, etc.)
365 Pharmaceuticals (medicines for dispensing; e.g., vaccines, etc.)

- . 366  First Aid Supplies (other than Home and Health Departments)

367  Medical Gases - ‘
368  Miscellaneous Medical Supplies

: Special Departmental Supplies

370 Training Supplies.(include ammunition)

371 Police Equipment (helmets, tear gas, riot sticks, etc.)

372 Traffic Control Maintenance Supplies

373 Recreation Equipment Repair Parts

374 Recreation Supplies ‘

375 Entertainment Supplies (fireworks, decorations, films, etc.)

376 Licensing Supplies ’ o
377 Traffic Signs and Supplies (markings, cones, lanterns, flares, and flags, etc.)
378 Brushes for Mechanical Sweepers .
379 Other Supplies Peculiar to the Department

Library and Educational Materials
380 Books and Textbooks
381 Magazines and Periodicals
382 Phonograph Records and Related Supplies
383 Films and Film Strips
384 Binding Books (for Library use only)
385 Binding Periodicals (for Library use only)
386 Microfilmed Periodicals
387 Audio-Visual Supplies
388 Test Materials

Relocation Payments
401 Individuals: Moving, Storage, Loss of Personal Property

402 Families: Moving, Storage, Loss of Personal Property
403 Individuals: Fixed Payment & Dislocation Allowance

404 Families: Fixed Payment & Dislocation Allowance

405 Individuals: Replacement Housing Payment

406 Families: Replacement Housing Payment

407 Individuals: Rental Assistance or Home Purchase Down Payment
408 Families: Rental Assistance or Home Purchase Down Payment
409  Commercial: Moving, Storage, Loss of Personal Property

410  Commercial: Fixed Relocation Payment

Machinery and Equipment
Under $200
420  Office Equipment
. 421 Instructional Equipment
422 Recreational Equipment
423 Food Services Equipment
424  Medical, Surgical & Laboratory Equipment
426  Maintenance Equipment
427  Safety Equipment
428  Communications Equipment
429 - Firearms
430 ~ Printing Equipment



Appendix D

SELECTED STATE GRANTS TO MUNICIPALITIES

Type
Inter-governmental Method of When
" Revenue Formula Payments Due
Payments in lieu of Pays 25% of ex- Annual Payment On or before
taxes for private empted taxes. Local assessor Dec. 31st.
colleges and Gen- Proportional must provide
eral Hospitals PA reduction if data to State
78-213. State approp- on or before
: riation too July 1.
small to cover '
all claims.
Property Tax Relief Ratio of town Annual payment.  Month of
(Replaces Federal populationto October.
Revenue Sharing State populat-
Pass-Through) ion according
PA 78-212. to.most recent
' Federal Decennn-
ial Census.
Grants for urban Complex Formula = Annual payment.  Month of
problems (per- 1. Population '

capita income)
PA 78-185.

Special one-time

2. Population
Density

3. Public Hous-
ing Rooms

4. Per Capita
Income

Ration of town

Annual payment.

March.

PR N
In Ouuut:r,

Property Tax Re-
lief Grant (Pop-
“ulation) PA 78-249.

Payment of lieu of
taxes for State owned
property CGS-Sect.
12-19a,b,c.

population to
State population
according to most
recent Federal
Decennial Census.

Complex Formula.

Annual payment.

1978.

On or before

September_l. '
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- Appendix E

Selected References

The following list of references includes
sources referred to in the footnotes throughout
the Handbook, and to other books and articles
~ on financial administration. No attempt has
been made to include all of the many articles
which regularly appear in periodicals; instead,
readers are referred to the magazines by title and
encouraged to explore them at regular mtervals
or to obtain subscriptions.

 Throughout this bibliography basic refer-
ences and textbooks in municipal finance
administration and accounting are marked with
an asterisk (*). These publications might well
provide the nucleus of a small library of material
on finance administration which would be of
continuing use to board of finance members.

Local Government Revenues

*Clark, Terry Nichols; De Seve, G. Edward; and
Johnson, J. Chester. Financial Handbook for
Mayors and City Managers. New York: Van
Nostrand Reinhold Company, 1985.

Dumouchel, J. Robert. Government Assistance
‘Almanac, 1985-86. Washington: Foggy Bottom
Publications, 1986.

Grand Lists and Tax Rates of Connecticut Towns and
Cities. Storrs: Institute of Public Service, The

Statutes Pertaining to the Assessment and Collection
of Local Property Taxes and Miscellaneous Pertinent
Sections. Hartford: Office of Pohcy and Manage—

. ment, 1985.

Tax Reform and Local Government. Washington,
D.C.: National League of Cities, 1985.

- Finance Administration

*Aronson, Richard J. and Schwartz, Eli.
Management Practices in Local Government Finance.
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- Glossary of Terms

* This glossary of terms includes the principal

terms used in municipal accounting and budget-
ing and some terms which have a particular
meaning for Connecticut municipalities. The

- definitions of general accounting terms are taken
from Governmental Accounting, Auditing, and
Financial Reporting.

Accounting System. The total structure of
records and procedures which discover, record,
classify, and report information on the financial
position and operations of a governmental unit
- or any of its funds, balanced account groups,

and organizational components. '

Accrual Basis of Accounting. The basis of
accounting under which revenues are recorded
when earned and expenditure are recorded as
soon as they result in liabilities for benefits
received. ’
Activity. A specific line of work carried on by a
governmental unit in order to perform its func-
tions, for example street lighting is an activity
-under the function of streets and highways.
Agency Fund. A fund consisting of resources
received and held by the governmental unit as _
an agent for others; for example, taxes collected
and held by a municipality for a school district.
Allotment. A portion of an-appropriation which
may be encumbered or expended during an
allotment period..

Allotment Period. A period of time, less than

ment is effective. Bi-monthly and quarterly
allotment periods are common.

Annual Audit (General Audit). An audit, made
at the close of a normal accounting period, which
covers all of the funds and balanced account
groups of a governmental unit.

Annual Budget. A plan of proposed expendi-
tures for operation of the municipal government
for one year with proposed means of financing
them including the capital projects to be under-
taken during the year.

Annual Budget Meeting. The yearly town
meeting at which the annual budget is adopted
by towns conforming to the uniform fiscal year.
Annual town meeting. The yearly town meeting
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‘'held on the first Monday in October at whi

annual budget is adopted and other town b,

ness transacted. See Annual budget meeting

Apportionment of expenditures. The proced
provided by Connecticut statutes whereby
payment for a non-recurring expenditure may
apportioned over a five-year period.
Appropriation. An authorization by the legisla-
tive body to make expenditures and to incur
obligations for specific purposes. An appropria-
tion is usually limited in amount and as to time
when it may be expended. o
Appropriation Ordinance or Resolution. An
ordinance or resolution by which appropriations
are given legal effect. The means by which the
expenditure side of the budget is enacted into
law. :

Assessment. (1) The process of making the
official valuation of property for purposes of
taxation. (2) The valuation placed upon prop-
erty as the result of this process. See Special
Assessment.

Assets. The entire property of a governmental
unit.

Audit. The examination of documents, records,
reports, systems of internal control, accounting
and financial procedures, and other evidence for
one or more of the following purposes: (a) to
ascertain whether the statements prepared from

- the accounts present fairly the financial position

and results of financial operations; (b) to deter-
mine the propriety, legality, and mathematical
accuracy of governmental unit’s financial trans-

transactions have been properly recorded; and
(d) to ascertain the stewardship of public offi-
cials who handle and are responsible for the
financial resources of a governmental unit,
Audit Report. The report prepared by an audi-
tor covering the audit or investigation made by
him. As a rule, the report should include: (a) a
statement of the scope of the audit; (b) explana-
tory commerits concerning exceptions by the
auditor as to application of generally accepted
auditing standards; (c) opinions; (d) explanatory
comments concerning verification procedures;
(e) financial statements and schedules; and ()
sometimes statistical tables, supplementary
comments, and recommendations.



Balance Sheet. A statement which discloses the

assets, liabilities, reserves, and equities of a fund

.. or governmental unit at a specified date properly
classified to exhibit financial position of the fund
or unit at that date.

- Bond. A written promise, generally under seal,
to pay a specified sum of money, called the face
value, at a fixed time in the future, called the
maturity date together with periodic interest at a
specified rate. The difference between a note
and a bond is that a bond usually runs for a
longer period of time and requires greater legal

“formality. ‘

Bond Anticipation Notes. Short-term interest
‘bearing notes of a municipality sold in anticipa-
tion of bonds to be issued at a later date. The
notes are retired from the proceeds of the bond
issue.

Bonded Debt or Indebtedness. That portion of
represented by outstanding bonds.

Books of Original Entry. The record in which
the various transactions are formally recorded
for the first time, such as the cash journal, check
register or general journal. ‘
Budget. A plan of financial operation embody-
ing an estimate of proposed expenditures for a
given period and the proposed means of financ-
ing them. :
Budget Calendar. A timetable for budget
preparation setting out the specific dates on
which phases of budget preparation should be
completed. :

Budget Document. The instrument used by the
budget-making authority. Budget requests are

Capital Budget. A specific program for exper
tures for capital improvements to be undertak
in a given period and the proposed means of -
financing them. Period of time covered is usu
ally six years. See Budget and Annual Operatin
Budget. ' :
Capital Improvement. The initial constructio,
oracquisition of, and future additions to, the
physical facilities needed by a governmental u
to render public services. Examples are: parks
parking lots, schools, public buildings.

- Capital Improvement Program. The long-ran

program covering a 20 to 25 year period, for

.constructing and acquiring the physical faciliti

needed by a governmental unit.

Cash Basis of Accounting. The system of
accounting under which revenues are account
for only when received in cash and expenditur
are accounted for only when paid. ‘
Character. Asapplied to an expenditure classi
cation, character refers to significant groups of
expenditures distinguished on the basis of the-
period they are presumed to benefit. The three
principal classes are expenses, provision for de
retirement, and capital outlays - that is, expenc
tures for current, prior, or future fiscal periods.
See Activity, Expenses, Function, and Object.
Classification of Accounts. A list of accounts
arranged in groups, each group referring to
some particular phase of accounting informatio -
relative to the financial operations of the enter-
prise and its financial condition. Uniform
classification of accounts refers to a standardiza
tion of accounts lfhrnnghn'ut a-governmental-unj

submitted on standardized budget request
forms. o

Budget Request. A request fora specific
amount of money to perform a governmental
function. Budget requests are submitted by
department heads and other officials to the -
budget-making authority. Budget requests are

- submitted on standardized budget request
forms. : :

Budgetary Accounts. Those accounts which
reflect budget operations and condition, such as
estimated revenues, appropriations, and encum-
brances, as distinguished from proprietary
accounts.

and between governmental units.

Contingent Fund. Assets or other resources set
aside to provide for unforeseen expenditures, o1
for anticipated expenditures of uncertain
amount. ‘

Control Account. An account in the general
ledger in which are recorded the aggregate of
debit and credit postings to a number of identi-
cal or related accounts called subsidiary

accounts.

Data Processing. (1) the preparation and han-
dling of information and data from source
medial through prescribed procedures to obtain
such end results as classification, problem
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solution, surnmarxzatlon, and reports. (2) Prepa-
ration and handling of financial information

* wholly or partially by mechanical or electromc
means.

Debt. An obligation resultmg from the borrow-
ing of money or from the purchase of goods and
services. Debts of governmental units include
bonds, time warrants, notes, and floating debt.
Debt Limit. The maximum amount of gross or
net debt which is legally permitted.

Double Entry. A system of bookkeeping which
requires for every entry made to the debit side of
an account an entry for a corresponding account
to the credit side of another account. Double-
entry bookkeeping involves the maintaining of a
balance between assets on the one hand and

* liabilities , reserves, and fund equities on the
other.

Encumbrances. Obligations in the form of
purchase orders, contracts or salary commit-
ments which are chargeable to an appropriation
and for which a part of the appropriation is
“reserved. They cease to be encumbrances when
paid or when the actual liability is set up.
Expenditures. Amounts paid or incurred for all
purposes, including expenses, provision for
retirement of debt, and capital outlays.
Expenses. Charges incurred, whether paid or
unpaid, for operation, maintenance, interest, and
other charges which are presumed to benefit the
current fiscal period.

Fiscal Period (Fiscal year). Any perlod usually
12 months but not necessarily the calendar year,
at the end of which a governmental unit deter-

program for which'a governmental unit is
responsible, for example, public safety, public
health, sanitation, streets and highways.

Fund. Anindependent fiscal and accounting
entity with a self-balancing set of accounts
recording cash and/or other resources together
with all related liabilities, obligations, reserves,
and equities which are segregated for the pur-
pose of carrying on specific activities or attaining
certain objectives in accordance with special
regulations, restrictions, or limitations.

‘General Fund. The fund used to account for all

revenues and all activities not accounted for in
another fund. The general fund is used to
finance the ordinary operations of a governmen-
tal unit which are financed from taxes and other
general revenues.

General Ledger. A book, file, or other device
which contains the accounts necessary to reflect
in summary and in detail the financial position
and the results of financial operations of a
governmental unit.

General Obligation Bonds. Bonds for whose
payment the full faith and credit of the issuing
body are pledged. More commonly, but not
necessarily, general obligation bonds are consid-
ered to be payable from taxes and other general
revenues.

Grant (Grant-in-aid). A contribution by one
governmental unit to another. The contribution
may be made to aid in the support of specified
function, (for example, education) but sometimes
also for general purposes.
Improvements._Buildings, other structures,

mines its financial condition and the results of its
operation and closes its books.

Fixed Assets. Assets of a long-term character
which are intended to continue to be held, or
used, such as land, buildings, machinery, furni-
ture, and other equipment. Does not indicate
immobility of an asset, which is a dxstmctlve
feature of “fixture.”

Full Faith and Credit. A pledge of the general
taxing power for the payment of debt obliga-
tions. General obligation bonds are said to
pledge full and credit of the governmental unit.
Function. A group of related activities aimed at
accomplishing a major service or regulatory

90

attachments or annexations to land which are

intended to remain so attached or annexed, such

as sidewalks, trees, drives, tunnels, drains and
sewers.

Independent Auditor. An audltor who is
independent of, outside of control of, the execu-
tive head of the governmental unit being
audited.

Inventory. A detailed list showing quantities,
descriptions, and values of property and fre-
quently also units of measure and unit prices.
Journal. Any book or original entry.
Liabilities. Debt or other legal obligations
arising out of transactions in the past which
must be liquidated, renewed, or refunded at




some future date.
Long-Range Financial Planning. The projection
over a 20 to 25 year period of a program of

- public services and capital improvements and
the means of financing them.
Municipal Reserve Fund. A fund established
under Connecticut statutes to provide for capital
and nonrecurring expenditures.
Nonrecurring Expenditures. Defined by Con-
necticut statutes as an expenditure for which an
appropriation was not made in any of the last
three fiscal years and which made in any one
year would be so large as to be inconsistent with
the public welfare.
Object. Asused in an expenditure classification,
this term applies to the article purchased or the
service obtained; for example; personal services,

- contractual services, and materials and supplies.
See Activity, Character and Function.
Obligations. Amounts which the governmental
unit may be required legally to meet out of its
resources. They include not only actual liabili-
ties but also unliquidated encumbrances.
Operating Statement. A statement summariz-
ing the financial operations of a municipality for
an accounting period as contrasted with a bal-
ance sheet which shows financial condition at a
given moment of time.
Ordinance. A formal legislative enactment by
the town meeting, council, or other legislative
body. Ifit is not in conflict with any higher form
of law, an ordinance, within the municipal
limits, has the binding force of a state law. The
difference between an ordinance and a resolu-

tion is that a resolution requires less legal
formality.

OPM. Office of Policy and Management.
Pay-as-you-go basis. The basis upon which a
governmental unit operates when it meets its
expenditures or improvements, as well as cur-
rent operations, from current revenues rather
than borrowing. : .
Program Budget. A budget wherein expendi-
tures are based primarily on programs of work
and secondarily on character and object.
Proprietary accounts. Those accounts which
show actual financial condition and operations
such as actual assets, liabilities, reserves, surplus,

revenues, and expenditures, as distinguished
frombudgetary accounts. ~

Receipts. What is actually received. It indicaf
cash (from all sources) unless otherwise de-
scribed. ' :
Reserve. An account which records a portion
the fund balance which must be aggregated fo
some future use and which is, therefore, not
available for further appropriation or expendi:
ture. ' _

Resolution. A special or temporary order of a
legislative body; an order of a legislative body
requiring less legal formality than an ordinanc
See Ordinance. S -

Revenue Bonds. Bonds the principal of and
interest on which are to be paid exclusively fro
earnings of a public enterprise.

Serial Bonds. Bond issues which are redeem-
able in reasonably equal installments, each of
which is to be paid in full from revenues of the
year in which it matures. All bonds sold by
Connecticut municipalities must be serial bond
Shared State Tax. A specific state-imposed tax
shared with local governments in proportion;, o
substantially in proportion to the amount of the
tax collected or produced locally.

Sinking Fund. A fund established by periodic
contributions and the earnings thereon to pro-
vide for the retirement of the Pprincipal of term
bonds, or other bonds specified to be retired
from such funds. ‘ ‘
Special Assessment. A compulsory levy made
by a local government against certain properties

__to_defrayqaaxt@m—ll@%thefesitﬂfa-speciﬁt-*“mm“"““’ -

improvement or service which is presumed to b
of general benefit to the public and of special
benefit to the owners of such properties.

Special Assessment Bonds. Bonds payable fror
the proceeds of special assessments. They may
be payable only from collections of special
assessments or the full faith and credit of the
municipality may be pledged in addition to
special assessment revenue.

Special Assessment Fund. A fund set ﬁp'to
provide for the financing of improvements or
services to be paid for wholly or in part from the
proceeds of special assessments levied against
the properties presumed to be benefitted by such



improvements or services.

Special fund. Any fund which must be devoted
to some special use in accordance with specific
‘regulations and restrictions. This term applies to
all funds other than the General Fund.

Special revenue fund. A fund used to account
for revenues from specific taxes or other ear-
marked revenue sources which by law are
designated to finance particular functnons or
activities of government.

Subsidiary account. One of a group of related
accounts which support in detail the summaries
recorded in a controlling account. For example,
the individual taxpayers’ accounts support the
controlling accounts for taxed receivable. .
_Surplus (Fund balance). The excess of the assets
-of a fund over its liabilities and reserves except
in the case of funds subject to budgetary ac-
counting where, prior to the end of a fiscal
period, it represents the excess of the fund’s
assets and estimated revenues for the period
over its liabilities, reserves, and appropriations
for the period.

Tax anticipation notes. Notes issued in antici-
pation of collection of taxes, usually retirable
only from tax collections, and frequently only
from the proceeds of the tax levy whose collec-
tion they anticipate.

Tax due date. The day or days of the year on
which the annual property tax levy becomes due
and payable.

Tax rate. The amount of tax stated in terms of a
unit of the tax base, for example, 25 mills per
dollar of assessed valuation.

Trust fund. A fund consisting of resources

received and held by the governmental unit as
trustee to be expended or invested in accordance
with the conditions of the trust.

Unappropriated surplus. Where the fund
balance of the preceding year is included in the
annual budget, the estimated fund balance at the
end of the current fiscal period.

Uniform fiscal year. For Connecticut munici-
palities, the fiscal period July 1-June 30 after a
municipality has voted to conform to the uni-
form fiscal year law, Chapter 110 of the General
Statutes

..................... Taxes.—-Compulsory-charges- levaed%ya govern
mental unit for the purpose of financing services -

performed for the common benefit. This term
does not include specific charges made for
current or permanent benefits such as special
assessments, nor does it include charges for
services rendered only to those paying the
charges such as sewer service charges.
Temporary loans. Short-term obligations repre-
senting amounts borrowed for short periods of
time and usually evidenced by notes payable, or
warrants payable. They may be secured by
specific revenues to be collected. See Tax antici-
pation notes.
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Tax Anticipation, 47-48, 51
Budget, 29-34

Defined, 29-30

Form of, 29-30

Payments Before Adopted, 13

Purposes of, 30-31

Types of:
Line Item, 29
Management-by-Objective (M.B.O.), 30
Performance, 30
Planning, Programming, Budgeting

Systems (P.P.B.S.), 30

Program, 30
Zero-Based, 30

(V]




Budget Calendar, 31
Budget Document, 33-34
Budget Hearing, 11-12
Budget-Making Authority, Board as, 11-12
Budget Manual, 31-32
Budget Message, 33-34
Budget Request, 31-32

Forms, 32

Preparation of, 31-32

Review of, 33
Budget, Selectman’s, 33-34
Budgetary Accounting, 35-36, 39

Calendar, Budget, 31 -
Capital, Budget, 41, 45
Capital Improvement, 41-44
Apportioning, 57
Capital Improvement Program, 33, 41-42, 43-44
Capital Projects Fund, 36
Cash Basis of Accounting, 37
Cash Management Programs, 15
Certificate of Approval, Board of Finance, 6
Certificate of Indebtedness, 58
Character, 39 '
Chairman of Board, 8
Classification of Accounts, 37, 39
Budgetary Accounts, 35-36, 39
By Funds, 35-37, 39
Expenditure Accounts, 39-40
Proprietary Accounts, 39
“Revenue Accounts, 3940
Clerk of Board, 8 :
Collective Bargaining Negotiations, 18-19
Compensation of Board Members, 7
Connecticut Municipal Employees

Equalized Educational Funding, 26-27 .
Estimating Revenues, 32-33
Executive Sessions, 8-9
Expenditures
Before Budget Adopted, 13
Classification of, 39 :
- Non-Recurring, 12-13
Recurring, 13,20
Expenditure Summary, 34
Expenses, 12-13 -

Federal and State Grants, 14

Financial Disclosure, 50-51

Financial Planning, 41-45
Annual Operating Budget, 42
Capital Budget, 42 -
Capital Improvement Program, 41-42
Defined, 41 '
Public Services Program, 41, 4243
Revenue Program, 42 '

Financial Records, 14

Financial Reporting; see Reporting

Financial Statements, 37-38, 49
Balance Sheets, 37-38
Operating Statements, 38

Fire Insurance, Municipal, 54-55

Fiscal Year, 51-52 ’

Fixed Assets 36-37, 38

Fixed Charges, 12-13, 33,44

Freedom of Information, 9 .

Front-foot Method, Determining Special

Assessment Benefit, 57
Full Faith and Credit, 48
Function, 11

S~ e Lo W4
Fund Au.uuutmg, 36

Retirement System, 59-60
Contingent Fund, 12
Control, 35-36

Debt Administrationi, 47-52; also see Borrowing
Debt Limit, 49

Debt Service Fund, 37

Destruction of Records, 40

Election of Board Members, 6-7
Emergency Borrowing, 51
Encumbrances, 38, 39
3nterprise Fund, 36

4

Fund, Defined, 36
Fund, Types of
Capital Projects, 36
Debt Service, 36
Enterprise, 36
General, 36, 38
Intergovernmental Service, 27-28, 58-59
Special Assessment, 37
Special Revenue, 36
Trust and Agency, 36

Ceneral Fixed Assets, 37-38
General Fund, 36, 38



General Ledger, 39

General Obligation Bonds, 48, 57

Grants-in-Aid, State, 24, 25-26

Gross Receipts Taxes, Local, 25-26 .

Groton and Stonington Traction Company v.
Town of Groton, 20

Guaranteed Tax Base - Horton v. Meskill, 26-27

Health, Town Director, 16
History, Boards of Finance, 34

Idle Funds, Investment of, 51, 57-58

Improvements; see Capital Improvements
Apportioning, 56-57

Income Taxes, Local, 23-24, 27
Municipal, 27

Independent Auditor, 14-15

Independent Public Accountant, 14-15

Instaliment Payment of Taxes, 11, 13, 52

Insurance, Municipal, 54-56 ' '
Integrated Program for, 55-56
Partial Insurance, 55-56
Self-Insurance, 55-56

. Internal Service Fund, 36

Inventory, 54

Investment of Idle Funds, 51, 57-58
Cash Management Program,57-58
Types of Investments, 58

~ Investment of Reserve Funds, 12-13

Mandatory Binding Arbitration, 18-19
Officers, Protection of, 19
Pension Plan, 15-16
Political Activities of, 19 ‘
Municipal Finance Officers Association of
U.S. and Canada, 4, 29, 50, 56
Municipal Reserve Fund, 12-13

National Committee on Governmental

Accounting, 4, 14, 36, 37, 54, 59
Non-Recurring Expenditures, 12-13, 44
Notice of Meetings, 8-9

 Oath of Office, 7

Object, 39-40
Obligations, 39 E
Officers of Board, 8 -
Operating Budget, 45
Operating Statement, 38
Ordinance, 8, 11
Original Documents, 38

Pay-As-You-Go Financing, 44

Payments Before Budget Adopted, 13

Pension System; see Retirement

Performance Budget, 30

Planning Commission, 17-18, 42

Planning; Programming, Budgeting
Systems (P.P.B.S.), 30

Political Affiliation, 19

Journal, 38 Post-Audit, Independent, 54
Program Budget, 30

Ledgers, 39 Property Tax, 23-24

Liabilities, 38 Propriety Accounts, 39

Liability Insurance; General, 54-56
Line Item Budget, 29
Local Taxes, 23-24, 27
~ Long Range Financial Planning, 41-45; also see
. Financial Planning
Lost Benefit Method, Determining Special
Assessment Benefit, 57

Management-by-Objective (M.B.O.), 30
Mandatory Binding Arbitration, 18-19
Meetings of Board, 18-19
Minutes of Meetings, 8-9
Municipal Employees, 18-19

Collective Bargaining Negotiations, 18-19

Public Service Program, 42-43

'Qualifications of Board Members, 7

Quorum at Board Meetings,8-9

Records, Financial, 14
Records, of Board, Public Access to, 9,40
Record Retention, 40
Recurring Expenditure, 20
Report, Town, 16-17
Reporting, Financial, 37, 58-59
Annual Financial Report, 59
Comparative Statement of Monthly Receipts, 5

A~



“omparative Statement of Monthly Receipts
~-and Expenditures, 59
* Vionthly Statements, 58-59
etirement System, 15-16, 59-61
 Connecticut Muricipal Employees Retirement
System, 60-61
" Establishing, 60-61
Local Plan, 60-61
Social Security, 60-61
State Retirement Plan, 59-61
revenue Bonds, 48 .
tevenue Program, Long-Range, 41-42, 44-45
tevenues, Local Government, 23-28, 39-40
Analysis of, 27-28
Charges, 24
Classification of, 3940
Estimating, 32-33
Guaranteed Tax Base Horton v. Meskill, 26
Grants-in-Aid and Shared Taxes, 24, 25
Municipal Income, 27-28
Property Tax Increasing, 23-24
Sources of, 23-28
Taxes, 23-24
Revenue Summary, 34-

Sales Tax, Local, 23, 27

Selectmen, Appoint New Board Members, 7-8

Selectmen’s Budget, 33-34 :

‘Selectmen, Town Meeting Form of
Government, 4, 20-21

Subsidiary Account, 36
Superintendent of Highways and Bridges, 17

Surplus, 36, 39

Tax Anticipation Borrowing, 47, 51-52
Tax Anticipation Notes, 47-48

Tax Collector, Annual Report, 16
Tax Due Date, 11 ‘
Tax Rate, 11-12, 23-25

Taxes, 23-24 ,

Teacher’s Contracts, 18-19, 21-22
Temporary Loans, 14

Term of Office, 7-8 -

Town Attorney, 51

Town Clerk, 9, 16-17

Town Manager, 17 v

Town Meeting Annual, 7,13

Town Meeting, to Establish Board, 7
Town Report, Annual, 16-17

Town Treasurer, 12

Transfers of Appropriation, 9, 3, 21
Treasury Bills, 58 '
Treasury Bonds, 58

Treasury Notes, 58

Trust and Agency Fund, 36

Trust Fund, 36

Unappropriated Surplus, 36
Uniform Fiscal Year, 7-8, 53-54
Annual Budget Meeting, 53-54

Self-Insurance, 55-56 Budget Hearing, 11-12, 53

Serial Bonds, 48 Budget Procedure Under, 53-54
Service Charges, 23-24, 26-27, 32 Estimated Expenditures and Receipts
Shared State Tax, 24 in Budget, 53-54

Shared Tax, 24 Procedure for Adopting, 53-54
Short-Term Borrowing, 51-52 Setting Tax Rates, 13, 53

Sinking Fund, 48 Tax Due Date, 53-54

Special Assessment Bonds, 48-49

Special Assessment Fund, 36

Special Assessments, 56-57
Methods of Determining Benefits, 57
Methods of Financing, 57
Revenue Source, 24-27
Uses of, 56-57

Special Fund, 36

- Special Meetings of Board, 8-9

Special Revenue Fund, 36

Special Town Meeting, 8-9

State Tax Commissioner, 14-15

96

United States Securities, Investment in, 58

Vacancies, on Board, 8




