


Industry Budget Review

Executive Summary, Brevard County Budget Office
General Observations & Recommendations  (that impact the Budget Office)
· The County Budget Department should focus more on financial analysis to aggressively critique the budget during development then on an on-going basis for the type of initiatives included in this report.

· The Budget Office will emphasize financial analysis during the development stage. The analysts will partner with respective departments’ leadership and finance staff to develop a budget that reflects economic realities and County Management and Board directives. The analyst provides budgetary guidance based on their working knowledge of County revenue and departmental expense trending and the department’s current projects and activities. The analyst challenges budget assumptions that appear flawed but ultimately department leadership must have the responsibility for and ownership of their respective budgets and assumptions.

· The County should re-baseline the budget annually based on expected revenues, actual costs from prior periods, programmed improvements, cost effectiveness improvements, and other budgetary considerations. Revenue projections appear to drive the new budget development process more so than cost requirements.

· The Budget Office will work with all departments during the budget development cycle to ensure that the departmental budgets are recognizing cost reductions as a result of actual cost trends and process and program improvements that result in cost reductions.

· Most departments have cost performance measurements, but it does not appear they are used as an active management tool. Each department should have one or more appropriate metrics to measure and monitor their cost performance. The current ones should be used or better ones installed. These metrics, based upon actual cost, should be reviewed routinely by the department, the County Manager’s office, and possibly mid-year through a report to the Commission. Using actual cost data they should be reported against each year during budget development as a measure of performance which is factored into budget development, good or bad.
· Performance measurements are included as part of the budget development process (specifically as part of the Department’s Program Profile). As indicated in the Budget Prep Instructions, the Measures to be of value should:

· Be based on program goals and objectives

· Measure program results or accomplishments

· Provide for comparisons over time

· Measure both workload and outcome (quantitative measurement of the accomplishments of the provided service)

· Be reliable, verifiable and understandable

· Monitored and used in decision making processes

· Be changed as a changing environment dictates

On an on-going basis, analysts will work with the respective departmental leadership and finance personnel to ensure that accurate actual results are being tracked against performance targets. In addition, the Budget Office will determine the feasibility of producing a periodic (quarterly?) single page dashboard-type summary that highlights the performance measurements that best assess the County’s success in achieving the goals and priorities of County Management and the Board.

· Reserves in absolute terms and as a function of the total budget have grown over the past five years. Establishing a formal reserve policy and returning to the level of FY 2003-4 would yield an immediate and significant reduction.

· The Budget Office will work with the County Manager, Assistant County Managers and the Finance Department to establish a formal reserve policy with a stated purpose of achieving; a) the general fund reserve goal previously established by the Board and, b) a goal of maintaining minimum reserve requirements for the individual departments that respect the unique requirements of the respective departments.
· Carry forward items should be included only when necessary to meet the reserve policy or are clearly designated for an obligated project. It is recommended that the designated reserve become a separate line item in the budget, and that a detailed list showing the item, amount, and reason for designation (contract, purchase order, etc.) be included with the department budget.

· Specific line items for Operating and Capital Expenditures and Restricted Reserves are included in the Non-Operating Expenditures Section of each Department’s budget. After the Reserve Policy is formalized (see preceding bullet point), a supporting document could be added to the budget package that details either; the section of the Policy that authorizes the Reserve; the major Capital Improvement Projects (by description and reserve dollar value) that will be carried forward into the subsequent year; or reserves that are restricted by statute or ordinance (citing the applicable legislation and the dollars reserved).
· Capital presents a significant opportunity for reductions. The County should enhance their current capital planning and management program. It should include as a minimum:

· More aggressively vet requested capital before inclusion in the plan, coordinating all department requirements, long term affordability, and alternatives.
· The plan should include timing for approval and expenditures, which should be monitored during the fiscal period.

· All participants to capital expenditures should be included in the review process including facility (as required), central procurement, risk management, etc. to ensure the full effect and costs are recognized.

· A deliberate and disciplined capital approval process including involved departments and an elevated approval level as the dollar volume increase.
· Because most items included in the Capital Improvements Program are restricted by Funding Source (Grant. Referendum, Special Revenue, etc.), and therefore not conducive to coordination across departments in an attempt to prioritize on the basis of ROI or need, etc., vetting is done on an individual department basis before inclusion in the plan. The budget provides listings of all capital items by funding source for management and the Board to then prioritize and select to fund (see bullet point below).
· Sections III.A.3.a and III.A.3.b of the Budget and Financial Policy (BBB-21) provides “the annual capital budget shall include the first year of the Capital Improvement Plan”, which “shall be a five-year plan for the acquisition and improvement of capital assets”.  Section III.A.4 adds that “start-up and continuing operational costs associated with the construction and implementation of capital projects shall be estimated and disclosed as part of a financial impact statement before a capital project is authorized and funded by the Board of County Commissioners”.
· In addition, the Policy states that “The Budget Office will submit a detailed list of proposed capital outlay items and equipment to be included in the annual capital budget… This list will be reviewed and approved by the Board… during the public hearings on the annual budget”. In essence, the Board is the sole capital approving authority during the budget process.
· After budget adoption, “the County Manager… may authorize… line item changes that do not exceed $100,000” and “… line item changes greater than $100,000 must be approved by the Board of County Commissioners”. Therefore, the capital approval process after the onset of the fiscal year requires changes up to $100,000 to be approved by the County Manager and those exceeding $100,000 to be approved by the Board.
· “The Budget Office… will submit an Annual Report to the Board for each capital project in progress or scheduled to commence within the fiscal year. The report will provide year-to-date expenditures, expenditures from the inception of the project to date, progress made toward project completion, projected cash flows and any developing trend or problem.” 
