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What’s new in this edition?

This edition of the “Local Budgeting Manual” has fairly extensive revisions from earlier editions. The last com-
prehensive update to the Local Budget Laws was in 1963. In 2009 a workgroup convened to address problems
of duplication and inconsistencies that had crept into the statutes. The workgroup focused on changes to clarify
policy and make the statutes easier to follow. They also recommended reordering existing statutes to make
the progression more logical. The result was HB 2425, passed in 2011, which took effect January 1, 2012. Of the
53 current statutes, three were repealed, three were added, 15 retain their existing numbers, and 38 have been
renumbered.

Significant changes
The significant changes adopted in HB2425 are:

Appropriations:
e (Capital outlay may be a part of an organizational unit or program total;
® Changes caused by reduction of resources moved to statute for supplemental budgets;
® Schools and ESDs appropriate by Oregon Department of Education functions; and

e Community colleges appropriate by ODE functions, CCWD functions, or by program or object.

Exceptions to local budget law:

* Appropriation of specific purpose grant money by resolution is no longer restricted to grants received “in
the same year;”

® Rewritten to emphasize that non-tax money is required for “unforeseen occurrence” exception to apply;

® No public hearing needed to re-appropriate money received from the return of purchased goods.

Appropriation transfers:

¢ Limit of 15% on contingency that can be transferred by resolution to an expenditure line item is based on
the original adopted budget, not the budget as amended since adoption;

® “Pass-through” payments moved to a new statute for clarity.

Supplemental budgets:
¢ Expenditures increased under ORS 294.326 do not require a supplemental budget;

* Supplemental budget required because of reduced resources is subject to same 10% threshold for public
hearing;

* Supplemental budget in which no fund changes more than 10% can be adopted at a regular meeting of the
governing body (no public hearing required), but meeting notice must state that a supplemental budget
will be considered;

* Major supplemental budget changes (where any one fund changes more than 10%) moved into their own
statutory section (ORS 294.473);

¢ Public hearing required, with published notice and summary of funds that change more than 10%.

As a result of these changes, several forms have changed or been made obsolete. The Notice of Budget Hearing
Forms (LB-1, ED-1, and UR-1) have been updated to include more information. The Forms LB-2, LB-3, and LB-4
(and the corresponding ED and UR forms) are now obsolete and no longer necessary or available.

When the 2011 Oregon Laws are published, the Local Budget Law statutes will be reordered to more logically
flow through the budgeting process. Throughout this manual we have included both the new statute numbers
and the old ones. A crosswalk table is included in the Appendix for ease of reference.

150-504-420 (Rev. 05-12) 4



Introduction

Most local governments' in Oregon, from the smallest cemetery district to the largest city, must prepare and
adopt an annual budget. Schools, education service districts, community colleges, counties, cities, urban re-
newal agencies, and most special districts are all subject to the same budget provisions.?

Oregon’s Local Budget Law is found in Oregon Revised Statutes (ORS) 294.305 to 294.565. The full text of these
statutes can be found on the Oregon Legislature web site at www.leg.state.or.us.

The law sets out several specific steps that must be followed during the budgeting process. The process must
begin far enough in advance that it can be followed and the budget adopted before June 30 of the current fis-
cal year or the last June 30 of the current biennial budget period. Without a budget for the new fiscal period in
place, the local government’s authority to spend money or incur obligations expires on June 30. A local govern-
ment’s ability to impose a property tax is also contingent on following the budgeting process. Compliance with
Local Budget Law is critical for local governments.

What is a budget?

A budget is a financial plan containing estimates of revenues and expenditures for a single fiscal year or bien-
nial budget period.’

Budgeting allows a local government to evaluate its needs in light of the revenue sources available to meet
those needs. A complete budget justifies the imposition of property taxes and the making of the appropriations
that give the government its authority to spend public money.

Purpose of local budget law

Budgeting is not simply something a local government does once every year or two. It is a continuous process,
taking 12 or 24 months to complete a cycle. The budgeting process has four parts. The budget is: 1) prepared,
2) approved, 3) adopted, and 4) executed. After adopting the budget, the governing body makes the necessary
appropriations and certifies to the county assessor the tax to be imposed.

Oregon’s Local Budget Law has several important objectives (ORS 294.321):

* To establish standard procedures for the preparation, presentation, administration and appraisal of bud-
gets of municipal corporations;

¢ To provide for a brief description of the programs of a municipal corporation and the fiscal policy which
is to accomplish these programs;

¢ To provide estimates of revenues, expenditures and proposed taxes;
¢ To provide specific methods for obtaining public views in the preparation of fiscal policy;

¢ To provide for the control of revenues and expenditures for the promotion of efficiency and economy in
the expenditure of public funds; and

* To enable the public, taxpayers and investors to be apprised of the financial policies and administration
of the municipal corporation in which they are interested.

Citizen involvement

To give the public ample opportunity to participate in the budgeting process, Local Budget Law requires that
a budget officer be appointed and that a budget committee be formed that includes voters from the district.
The budget officer draws together necessary information and prepares the proposed budget. The budget com-
mittee reviews and may revise the proposed budget before it is formally approved. After the budget committee
approves the budget, the governing body publishes a summary of the budget and holds a public hearing, at
which any person may appear for or against any item in the budget. These requirements encourage public par-

'Throughout this manual we use the terms “local government,” “municipal corporation,” “taxing district,” and “district” interchange-
ably. For most purposes of Local Budget Law the terms have the same meaning.

A few types of special districts are specifically exempted from Local Budget Law. See Chapter 3 for a list of these types of districts.
’Instead of budgeting by fiscal year, the governing body of a municipal corporation may adopt a 24-month, or “biennial” budget. For the
differences that biennial budgeting entails, see “Chapter 14-Biennial Budgets.” Throughout this manual, we refer to the budget period as a
“fiscal year” but if a local government adopts a biennial budget, the period referred to is a 24-month period.
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ticipation in budget making. They also give public exposure to budgeted programs and fiscal policies before
the governing body adopts the budget.

Citizen involvement in the budget cycle varies from one community to another. It is up to each local govern-
ment to prepare a budget that clearly outlines its fiscal policies for the patrons of the district. If a budget is clear
and concise, taxpayers have a better understanding of what services their tax dollars are buying. Local govern-
ments may find citizen input informative and rewarding,.

The major steps of the budgeting process are outlined in Chapter 3. A more complete outline of the budget
process, with cites to specific Oregon Revised Statutes and Oregon Administrative Rules, is in Appendix B.
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Chapter 1—Who is involved in the
budget process?

Many state and local agencies and organizations are involved in the budget process. This chapter provides an
overview of the duties and responsibilities of each.

The Oregon Department of Revenue

The authority of the Department of Revenue for its oversight role in the budgeting process is found in
ORS 294.485 to ORS 294.510. ORS 294.495 gives to the department sole authority to interpret and administer Lo-
cal Budget Law and to issue administrative rules for compliance. This statute also gives the department author-
ity to ensure compliance with all other laws relating to the imposition of property taxes. However, ORS 294.490
prohibits the department from interfering with the fiscal policy of any local government. Local Budget Law
is complex and ever-changing. It is important that local governments stay informed of law changes and other
requirements. Anyone with questions about these laws can contact the Department of Revenue for help at 503-
945-8293 or by e-mail at finance.taxation@dor.state.or.us.

Administrative rules

When a statute is unclear or does not provide sufficient detail for the smooth functioning of the property tax
system, the department sometimes adopts an Oregon Administrative Rule (OAR). The process for adopting or
amending administrative rules provides for consultation among the department’s affected program areas, col-
laboration with interested persons, both public and private, review by legal counsel, management review, and
a public hearing. The general rulemaking procedures are found in ORS 183.325 to 183.355. Once adopted, an
OAR has the force of law of a statute adopted by the Oregon Legislature, and the department must follow the
terms of the rule. The administrative rules for Local Budget Law can be found at http://arcweb.sos.state.or.us/
rules/OARS_100/OAR_150/150_tofc.html.

Publications

Publications such as this manual provide detailed budgeting guidelines and statutory interpretations. The
“Basic Budget Book” is a simpler guideline designed for the first-time budget officer. It walks through the basic
steps for preparing a budget. “Local Budgeting in Oregon,” an overview of the budgeting process, is especially
designed for the public and for budget committee members. Information circulars, distributed through county
assessors’ offices, provide information on specific issues. All of these publications are also available on the de-
partment’s web site at http://www.oregon.gov/dor/ptd/pages/localb.aspx.

Forms

The Department of Revenue has the authority to prescribe forms to carry out Local Budget Law or any other
law authorizing the imposition of property taxes. The department has developed budget and publication forms
that follow the law. Local governments must use these forms or use the same formats for the forms they pro-
duce. In addition, school districts, community colleges, councils of governments and hospital or health dis-
tricts have specific requirements for preparing their estimates of expenditures (ORS 294.393, renumbered from
294.356).

IMPORTANT: The Department of Revenue does not mail a paper copy of the annual booklet “Local Budget
Law and Notice of Property Tax Forms and Instructions for Municipal Corporations” or the corresponding
booklets for education districts or urban renewal agencies, unless the local government requests a paper copy.
If you want a paper copy of the annual forms booklet, you must request one by November 15th. Otherwise we
will assume that you will download your forms from our web site at http://www.oregon.gov/dor/ptd/pages/
localb.aspx. You may request your paper copy by calling 503-945-8293, or by e-mail at finance.taxation@state.
or.us. Be sure to give your district’s name and the mailing address where your forms booklet should be sent.
You will need to request a paper copy every year that you need one.
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The department also prescribes the forms used every year to certify your property taxes to the county assessor.
Tax certification forms are revised annually. It is important that you use the current year tax certification forms.
Outdated forms should be destroyed or the paper recycled.

Budget publications and forms are available from the department on paper upon request or from our internet
site at http://www.oregon.gov/dor/ptd/pages/localb.aspx. Most of the forms found on the web site can be filled
out online and printed, or downloaded in spreadsheet format and printed or saved on your personal computer.

Training in local budget law

The department’s Finance, Taxation, and Exemptions unit conducts training seminars in Local Budget Law
every year, usually in February and March. The sessions are designed for budget officers, governing body
members and appointed members of budget committees. The training is free. Training announcements are
posted online at http://www.oregon.gov/dor/ptd/pages/local_budget_workshop.aspx in January. Notices are
also e-mailed to individual subscribers of an e-mail mailing list called “localbudget.” To subscribe to this e-mail
list, go to http://listsmart.osl.state.or.us/mailman/listinfo/localbudget.

Secretary of State Audits Division

All Oregon local governments are subject to the Municipal Audit Law, ORS 297.405 to 297.740 and 297.990. The
law requires an annual audit of the financial statements of counties and school districts.

A local government, other than a county or school district, with combined expenditures of less than $150,000,
and whose chief fiscal officer is bonded for the total amount of money received during the year may file unau-
dited financial statements with the Secretary of State within 90 days after its fiscal year ends.

A local government, other than a county or school district, with combined expenditures of more than $150,000
but less than $500,000, and whose financial statements have been reviewed by a licensed municipal auditor
may file “review reports” with the Secretary of State within 180 days after its fiscal or calendar year ends.

Local government, including counties and school districts, that must have its financial statements reviewed or
audited, must contract with an accountant licensed as a municipal auditor by the Oregon Board of Accountan-
cy to do the review or audit. The Board of Accountancy maintains a list of licensed municipal auditors. Write to
the Board of Accountancy for a copy of this listing. Their address is 3218 Pringle Road SE, Suite 110, Salem OR
97302-6307. The web site is http://www.oregon.gov/BOA /index.shtml.

Audits and reviews must be made as directed by administrative rules adopted by the Secretary of State. The
“Minimum Standards” are in OAR 162, divisions 10 (audits) and 40 (reviews). These rules prescribe the financial
statements that must be included in audit or review reports, the minimum procedures that must be followed,
and the standards that must be followed in an audit or review. Copies of these rules may be obtained from
the Secretary of State, Division of Audits, 255 Capitol Street NE, Suite 500, Salem OR 97310. The web site is
http://www.sos.state.or.us/audits/.

Copies of all financial statements, whether unaudited, reviewed, or audited, must be filed with the Secretary of
State. They are public records available for inspection by anyone who is interested. Copies are posted online on
the Secretary of State’s website. You can search for specific audits at this site: http://www.sos.state.or.us/audits/
pages/municipal/index.html.

A filing fee must accompany all reports filed with the Secretary of State. The amount of the fee is set by law. It
is determined by the amount of expenditures of the municipal corporation. The Division of Audits uses the fil-
ing fee to administer the Municipal Audit Law. The Division of Audits offers technical help in accounting and
financial reporting. Address written inquiries to the Secretary of State, Division of Audits, 255 Capitol Street
NE, Suite 500, Salem OR 97310.

Tax supervising and conservation commissions

Tax supervising and conservation commissions (TSCC) supervise local government budgeting and taxing ac-
tivities. They are established under ORS 294.605 to 294.705, and are required in counties with a population of
500,000 or more.* Currently, only Multnomah County has a tax supervising and conservation commission. The
Multnomah County TSCC web site is http://www.tsccmultco.com.

“An alternative to forming a tax supervising and conservation commission for counties reaching 500,000 in population is to have all
municipal corporations submit a copy of the financial summary that meets the requirements of ORS 294438 (renumbered from 294.416).
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The commission is directed by five commissioners appointed by the governor for four-year terms. They serve
without compensation. The commission appoints administrative employees, and the attorney general serves as
legal counsel. Operating expenses are limited by statute and are allocated through the county’s general fund.
Municipal corporations under the commission’s jurisdiction reimburse the county for half of the commission’s
operating cost, on a pro-rata basis.

The commission’s functions are to:

1. Encourage the economical and efficient use of public funds;
2. Oversee compliance with laws governing local budgets, taxes, and public debt;
3. Schedule public hearings where citizens may express views on financial plans and taxes; and

4. Publish for voters, taxpayers, and investors an annual comprehensive report of budgets and other financial
information, including indebtedness incurred by municipal corporations in the county.

The commission reviews budgets from all units within its jurisdiction. Municipal corporations with a popu-
lation of 200,000 or less may opt out of the commission’s jurisdiction. For municipal corporations exceeding
200,000, the commission conducts the public hearing under ORS 294.453 (renumbered from 294.430).

Budgets are reviewed:

1. For compliance with local finance laws;

2. To examine program content;

3. To judge whether estimates are reasonable; and

4. To coordinate financial planning among the various local governments.

The commission must certify whether or not it has any objections or recommendations to make with respect to
the budget before the local governing bodies can adopt the budget.

The commission must also conduct hearings on local option taxes and bond proposals. It has authority to
inquire into the management, accounts, and systems used by local governments. It may call a joint meeting
of taxing bodies to discuss financial planning and cooperative ventures. The commission stresses continuing
consultation with local officials to improve financial management systems.

County assessor

The county assessor is responsible for determining the value of all taxable real and personal property in the
county (ORS 308.232). In more populous counties, the assessor supervises a staff of appraisers. In smaller coun-
ties, the assessor may do all of the appraisal work personally. An appraiser analyzes each new real property
account and applies standardized appraisal methods to determine the property’s real market value (RMV).
Usually, existing real property accounts are not physically reappraised every year, but instead their values are
trended, based on sales of similar properties. Personal property accounts are valued on the basis of annual
returns that must be submitted by the owner of the property or the person in possession.

In addition to a property’s RMYV, the assessor calculates the property’s maximum assessed value (MAV). Article
XI, Section 11 of the Oregon Constitution (Measure 50) contains a formula for determining MAV. There are
exceptions to the formula for things like building additions and major improvements or subdivided tax lots,
which the assessor must consider. The assessor also adjusts the MAV for any exemptions or special assessments
that are allowed by law, such as the exemption for the property of disabled veterans and for specially assessed
farmland. The lower of RMV or MAV is the property’s taxable assessed value (AV). This is the value used to
compute the taxes on the property.

to the county before the date of the first budget committee meeting. The county is then required to post all of the financial summaries

on its web site. Washington County has chosen this option. Local governments in Washington County should consult ORS 294.608 and
http://www.co.washington.or.us/Support_Services/Finance/FinancialSummaries/index.cfm for instructions on submitting your budget
summary to the county.
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Local governments must submit their tax certification forms to the assessor by July 15. The assessor is respon-
sible for checking the taxes imposed by local governments to make sure they are legal. If there is a question
about whether a taxing district has the authority to impose a particular tax levy, the assessor will consult with
the Department of Revenue, which has the authority to prevent an unlawful levy from being placed on the
property tax roll.

The assessor is responsible for calculating the taxes for each taxable property within the county. Taxes are ex-
tended against individual properties as a tax rate per $1,000 of assessed value. Some levies are certified to the
assessor by the taxing district as a rate per $1,000 and others are certified as a dollar amount. Levies for exempt
bonds and fixed-dollar local option levies, for example, must be certified as dollar amounts. The assessor must
convert these tax amounts into tax rates (ORS 310.090). A tax rate is calculated by dividing the levy amount by
the assessed value of all of the property in the local government that is imposing the levy.

The tax rate for each district levy is combined with all other levy rates in the same tax code area, and this com-
bined billing rate is multiplied by the assessed value of each property in the code area. During this process of
extending taxes, the assessor must test to ensure that the tax calculated for a property is within the limits set
by Article XI, Section 11b of the Oregon Constitution (Measure 5, 1990). Taxes are separated into two categories:
for education and for all other government services. If the amount of tax calculated for a property is more than
$5 per $1,000 of real market value for education, or $10 per $1,000 of RMV for all other government purposes,
the taxes in the category are reduced (“compressed”) to fall within the limit.

After calculating the taxes to be imposed on all taxable property in the county, the assessor certifies the assess-
ment and tax roll to the county clerk. The clerk issues a warrant to collect the taxes. The tax roll is then turned
over to the tax collector.

County tax collector

The county tax collector is responsible for collecting all property taxes. The tax collector mails the property tax
statements and receives the payments. If a taxpayer fails to pay on time, the tax collector computes the delin-
quent interest they owe and mails a notice of delinquency. After taxes on real property have been delinquent
for three years, the tax collector begins foreclosure proceedings on the property. At the end of the foreclosure
process, the property is sold to satisfy the tax lien. For personal property with delinquent taxes the tax collector
issues a distraint warrant and records the warrant with the county clerk. The property can be seized and sold
at auction to satisfy the tax lien. The tax collector can also seize or garnish other assets of a person owing taxes
on personal property.

The tax collector prepares a tax percentage distribution schedule from the tax roll information provided by the
assessor (ORS 311.390). The amount of tax imposed for each taxing district is divided by the total tax imposed
in the county to determine each districts’ distribution percentage. The percentage distribution schedule is
given to the county treasurer. When taxes are paid, the treasurer distributes a proportionate share to each tax-
ing district according to the schedule. All districts also share the loss when refunds are made.

A county court may opt to make an advance distribution to a taxing district from the county general fund of
the entire amount anticipated to be collected from that district’s taxes (ORS 311.392). If a county chooses this
option, the tax collector revises the percentage distribution schedule so that collections that otherwise would
have been distributed to the district go instead to the county. If a county makes the advance payment before
December 1, the tax collector deducts a three percent discount from the amount distributed to the district.

County treasurer

The treasurer distributes the tax money and the interest earned on it to the taxing districts using the percentage
distribution schedule (ORS 311.390).

When disbursing tax moneys, the treasurer sends each district a statement showing the amount of taxes being
distributed. The statement is broken down to show the amount of taxes collected for the current year and each
previous year. Percentage distribution schedules differ from year to year and all distributions must be made
according to the schedule for the year to which the tax applies.

A local government may designate the county treasurer as the paying agent for its bonded debt. Any tax
collected for the local government to pay bonded debt is then transferred to the treasurer. The tax revenue
is placed in a special account for paying principal and interest on the bonds. Interest earned in the account
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through investments is credited to the account. The treasurer must send financial statements on the bond
account to the local government. If the account is short of funds to make payments, the local government must
transfer the needed funds to the treasurer to make up the shortfall.

County clerk

The county clerk is the official keeper of all public records for the county. Tax liens on real property and dis-
traint warrants on personal property are recorded with the clerk. The county clerk is also the chief elections
official of the county. In this capacity, the clerk’s office provides the forms and instruction for submitting ballot
measures for new property taxing authority.

The names, telephone numbers, and addresses of county officials for most Oregon counties can be
found through the individual county Internet web sites. Links to county web sites can be found at
http://bluebook.state.or.us/local /counties/counties.htm.

The Municipal Debt Advisory Commission and bonds

The Oregon Municipal Debt Advisory Commission (MDAC) was initially established to assist local govern-
ments by providing technical assistance in the marketing and sale of their bond issues in Oregon, as well as
to provide guidance on a wide range of bonding topics, such as secondary market disclosure responsibilities.

Local governments must give prior notice of proposed issuance of new bonds to the MDAC (ORS 287A.640).
MDAC also maintains the “Oregon Bond Education Center” at http://www.ost.state.or.us/bonds/ which offers
advice to issuers who wish to prepare for their own bond sale.

The Commission consists of seven members: the State Treasurer; representatives from cities, counties, school
districts, and special districts; and two public members. Staffing of the Commission is provided by the Debt
Management Division of the Oregon State Treasurer. Please contact the Debt Management Division at 503-
378-4930 if you wish to receive notice of upcoming MDAC meetings.

Department of Administrative Services and revenue sharing

Counties and cities that levy property taxes are eligible for periodic distributions from monies raised from
state taxes on motor vehicle fuels, tobacco products and alcoholic beverages. The Oregon Department of
Administrative Services (DAS) makes these distributions based on apportionment formulas found in statute
that consider population, property taxes per capita and income per capita. Before a city can share in this money,
the governing body must adopt a resolution or ordinance in which they elect to do so, publish notice, and hold
at least two public hearings. At these hearings, citizens must be given the opportunity to provide written or
oral comment on the possible uses of the money, including offset against property taxes. One of the two hear-
ings is held by the budget committee, and the other is held by the governing body. The local government must
certify its compliance with these requirements to DAS (for an example, see ORS 211.770).

Because the two hearings are held by the budget committee and the governing body, many cities combine these
hearings with the first meeting of the budget committee and with the budget hearing. The ordinance electing
to receive these distributions is often adopted at the same meeting of the governing body in which the budget
is adopted.
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Chapter 2—Formation, dissolution, and
boundary changes

Before it can impose a property tax, a local government must be officially “formed” and have approved bound-
aries and a legal description that defines its territory. General requirements affecting formation of special dis-
tricts (all local governments except cities, counties, school districts, community college districts and education
service districts) are found in ORS Chapter 198. ORS 198.705 to 198.955 provide general requirements for forma-
tion of new special districts, dissolution procedures, and other boundary changes resulting from annexations,
withdrawal of property, mergers, and consolidations. The definitions for each of these terms are provided in
ORS 198.705. Specific requirements for each type of special district are found in the different “principal acts”"—
the enabling statutes for each type of district. Most types of special districts and their corresponding principal
acts are listed in ORS 198.010, 198.180, 198.210, 198.335 or 198.710.

The responsibility for preparing documents for formation and changes of organization is outlined in
ORS 198.780. This statute also requires copies of the documents to be filed with the Department of Revenue, the
Secretary of State, and the clerk and assessor of each county in which a district is located.

ORS Chapter 202 describes boundary changes, formations, and dissolutions for counties. Counties under the
jurisdiction of local government boundary commissions are covered in ORS Chapter 199.

ORS Chapter 222 describes boundary changes, mergers, and consolidations for cities.
ORS Chapter 330 describes boundary changes and mergers for school districts.

ORS Chapter 334 describes boundary changes for education service districts.

ORS Chapter 341 describes boundary changes for community colleges.

Important: To have boundary changes reflected on the property tax roll, the Department of Revenue Cadastral
Information Systems Unit must approve all taxing district boundary changes as provided in ORS 308.225.
A local government seeking approval for a boundary change must file the legal description and map of its
boundaries (in final approved form) with the county assessor and the department by March 31. This filing is in
addition to the requirements in ORS 198.780. If a local government fails to file for department approval by the
deadline, the county assessor shall not reflect the boundary changes on the tax roll for the following fiscal year.
If a boundary change is filed after March 31, no taxes can be collected for a new district or from new territory
until the second following tax year.

Map and legal description need to be filed by March 31 even if the boundary change will be effective between
April 1 and June 30. These are called “proposed boundary changes.” If the map and description are approved and
the change becomes final on or before June 30, the assessor will be able to reflect the changes on the upcoming
tax roll. Proposed boundary changes often result when the proposal is made in a May election.

To meet all of the requirements, a new district or a district with a major boundary change should check with the
county assessor and the Department of Revenue’s Cadastral Information Systems Unit at boundary.changes@
dor.state.or.us or 503-945-8297 well before March 31.

For more information on this subject visit the boundary change frequently asked questions website at
http://www.oregon.gov/dor/ptd/pages/boundary-change-frequently-asked-questions.aspx.

Also see the Department of Revenue publication “Boundary Change Information,” publication number 150-
504-405.
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Chapter 3—The budget process

Budget basics

Abudget is a financial plan that includes estimates of expenditures and revenues for a single fiscal year or bien-
nium. The local budgeting process provides procedures for evaluating a local government’s needs and identi-
fying revenue sources to meet those needs. A completed budget provides a means of controlling expenditures
and a justification for imposing property taxes.

A local government’s budget is a public document. Anything connected with the budget is subject to public
inspection. The budget is a guide to the financial management of the local government. It provides information
that encourages public participation in government. Temper the detail of the budget with common sense to
make the document as informative and uncomplicated as possible.

Budget period

The governing body of a local government may select one of two fiscal periods for its budget. A fiscal year
begins July 1 and ends June 30 [ORS 294.311(17)]. A biennial budget period begins on July 1 and ends June 30
of the second calendar year next following [ORS 294.311(7)]. For a discussion of how a biennial budget differs
from a fiscal year budget, see Chapter 14.

Basis of accounting

Local governments are required by ORS 294.333 (renumbered from 294.445) to maintain accounting records by
fund, using a cash, modified accrual, or accrual basis of accounting. The selection of the basis of accounting is
up to each local government.

Any change in the basis of accounting must be explained in the budget message for the year in which the
change is planned. You must explain the reasons for the change and its effect on the fiscal operations of the
district. Once a basis of accounting is adopted, that basis must be used throughout the fiscal year or biennium
for which the budget was prepared [ORS 294.333(2), renumbered from 294.445(2)].

Budget officer

Each local government must have a budget officer, either appointed by the governing body or designated by the
local government’s charter. The budget officer is under the supervision of either the executive officer or the gov-
erning body. The budget officer prepares the proposed budget for the coming fiscal year. As ORS 294.331 states:

“The governing body of each municipal corporation shall, unless otherwise provided by county or city charter,
designate one person to serve as budget officer. The budget officet, or the person or department designated by
charter and acting as budget officer, shall prepare or supervise the preparation of the budget document. The
budget officer shall act under the direction of the executive officer of the municipal corporation, or where no
executive officer exists, under the direction of the governing body.”

The budget officer does not have to live within the boundaries of the local government, unless required to do
so by the local government’s charter or ordinance. The budget officer cannot be an appointed member of the
budget committee because appointed members of the budget committee cannot be officers, agents, or employ-
ees of the local government [ORS 294.414(4), renumbered from 294. 336(4)]. See Chapter 8 for more detail on the
budget committee.

The budget officer must present a balanced budget to the budget committee. To be in balance, the resources in
each fund must be equal to the expenditures and other requirements in that fund. The estimates of resources
and expenditures must be made in “good faith.” That is, they should be reasonable and reasonably likely to
prove correct, based on the known facts at the time.

The budget officer is responsible for publishing all of the notices required by Local Budget Law. Most budget
officers are also responsible for monitoring budget expenditures during the budget year and notifying the
governing body of the need to make any budget changes required after adoption.
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Budget message

A budget message is prepared annually by the executive officer of the district. If there is no executive officer,
the budget message is prepared by the presiding officer of the governing body (ORS 294.403, renumbered from
294.391). The executive officer or presiding officer may delegate the preparation of the budget message to the
budget officer. The extent of the budget message depends upon the size and complexity of the budget, and any
changes in fiscal policy or financial position since the preceding year.

The budget message must:
e Explain the budget document.
e Include a brief description of the proposed financial policies for the coming fiscal year.

e Describe the important features of the budget document in connection with the financial policies of the
local government.

e Explain the reason for changes from the previous year in appropriation and revenue items.
e Explain the major changes in financial policy.

Any change in the basis of accounting must be explained in the budget message for the year in which the
change is planned [ORS 294.333(2), renumbered from 294.445(2)].

The budget message is delivered to the budget committee at its first meeting. The budget message must be in
writing, since it is a part of the complete budget document. The message can be delivered by anyone the execu-
tive officer or presiding officer appoints.

Budget calendar

A budget calendar is not required by law, but is highly recommended. If you schedule the steps of budget
preparation, you can be more certain to allow sufficient time to complete the entire budget process before June
30, as is required by ORS 294. 408, renumbered from 294.396. Since budget calendars are built around mandated
requirements, review and revise them if the laws change. An example of a budget calendar appears at the end
of this chapter.

Base the calendar on the sequence of events that influence budget-making. Schedule appointment of budget
committee members, budget committee meetings, hearings, and publication of notices. Schedule audit review
and financial reporting. Tax elections need not fit into the sequence, but a financial plan should be considered
before a ballot measure is scheduled. The success or failure of a local option tax or a bond issue can determine
the direction a governing body will take in planning its budget.

The Department of Education provides a suggested budget calendar to guide school districts.

Outline of the budget process

1. Appoint budget officer (ORS 294.331).

2. Appointelectors to the budget committee (ORS 294.414, renumbered from 294.336). The budget committee
consists of the governing body of the local government and an equal number of electors appointed by the
governing body.

3. Prepare proposed budget (ORS 294426, renumbered from 294.331). The budget officer prepares or
supervises the preparation of a proposed budget to present to the budget committee.

4. Publish notice of budget committee meeting (ORS 294.401). After the proposed budget is prepared, the
budget officer publishes a “Notice of Budget Committee Meeting.” The notice must contain the date, place
and time of the budget committee’s first formal meeting, and of the meeting in which public comment
will be heard. It may contain notice of several meetings, if the budget officer anticipates that more than
one meeting will be needed.

e If the sole form of notice is publication in a newspaper, it must be published at least twice, five to 30
days before the scheduled budget committee meeting date.
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e If the notice is published both in a newspaper and online, it need only be published once in the news-
paper, but the publication must include the website address for the online publication, and it must be
published online for at least 10 days before the meeting.

e If the notice is hand delivered or mailed, only one notice is required, not later than 10 days before the
meeting.

See Chapter 9 for more detail on publication requirements.

Budget committee meets (ORS 294.426, renumbered from 294.401). The budget message is delivered at the
first budget committee meeting. The budget message explains the proposed budget and any significant
changes in the local government’s fiscal policy or financial position. After the initial meeting, the budget
committee may meet as many times as needed to revise and complete the budget. At least one meeting
must provide the opportunity for questions and comments from any interested person. The budget
committee is allowed to meet for training and advisory reviews throughout the year, but the budget
may not be deliberated before the first meeting for which notice is published. All meetings are subject to
Oregon’s Public Meetings Law (ORS Chapter 192).

The budget officer may make the proposed budget available to the members of the budget committee at
any time before the first meeting, or may distribute the budget at the first meeting. At the time the budget
is given to the committee, a copy must be filed in the office of the district. The budget becomes a public
record at this point and must be made available to anyone who is interested in viewing it.

Budget committee approves budget (ORS 294.428, renumbered from 294.406). The budget committee
considers the budget proposed by the budget officer and comments made by the public and may make
additions or deletions. When the budget committee is satisfied, it approves the budget. The budget
approved by the committee specifies the amount or rate of each ad valorem tax levy. Approval of the
budget and of the amount or rate of tax should be by motion and be recorded in the minutes of the
meeting.

Publish budget summary and notice of budget hearing (ORS 294.448, renumbered from 294.421). After
the budget is approved, the governing body of the local government must hold a budget hearing. The
governing body must publish a “Notice of Budget Hearing and Financial Summary” five to 30 days before the
scheduled hearing. This information must either appear in a newspaper of general circulation, be mailed
or hand delivered. See Chapter 9 for more detail on publication requirements.

Hold budget hearing (ORS 294.453, renumbered from 294.430). The governing body must hold the budget
hearing on the date specified in the public notice. The purpose of the hearing is to listen to citizens’
testimony on the approved budget. Additional hearings may be held. All hearings must be open to the
public.

Adopt budget, make appropriations, impose taxes, and categorize taxes (ORS 294.456, renumbered from
294.435). The governing body may make changes in the approved budget before it is adopted. Before the
beginning of the fiscal year to which the budget relates, the governing body can also make changes to the
adopted budget. However, if the governing body wants to make any of the following changes, they must
first publish a revised “Notice of Budget Hearing and Financial Summary” and hold another public hearing:

e If the governing body increases taxes over the amount approved by the budget committee.

e If the governing body increases estimated expenditures in a fund over the amount approved by the
budget committee by more than $5,000 or 10 percent, whichever is greater.

¢ If the governing body increases estimated expenditures in a fund in a biennial budget over the amount
approved by the budget committee by more than $10,000 or 10 percent, whichever is greater.

After the budget hearing, and after considering public testimony, the governing body prepares a resolu-
tion or ordinance that formally adopts the budget, makes appropriations and, if property taxes are needed,
levies and categorizes each tax. The budget is the basis for making appropriations and certifying the taxes.
The resolutions or ordinances adopting the budget and making appropriations must be adopted no later
than June 30 [OAR 150-294.435(4)]. See Chapter 11 for more information on making appropriations.
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10. Certify taxes (ORS 294.458, renumbered from 294.555). The next step in the budget cycle is to certify any
property taxes to the county assessor. Taxes must be certified every year, even if the local government
operates on a biennial budget.

The documents submitted to the assessor’s office by a taxing district subject to Local Budget Law are:

¢ Two copies of the notice of levy and the categorization certification (Form LB-50, ED-50 or UR-50). This

form authorizes the assessor to place the district’s taxes on the property tax roll.

* Two copies of the resolution statements that adopt the budget, make appropriations, and impose and

categorize taxes; and

¢ Two copies of any successful tax ballot measures for new taxes being imposed for the first time.

School districts also submit a copy of the budget and tax certification forms to their education service dis-
trict and to the Oregon Department of Education. See Chapter 12 for more information on certifying taxes.

11. Post-adoption. After the preceding steps have been completed, changes to the budget are restricted by
statute:

ORS 294.338, renumbered from 294.326, authorizes certain appropriations as an exception to the budget
process.

ORS 294.463, renumbered from 294.450, governs the transfer of appropriations within a fund or from the
general fund to another fund.

ORS 294.481, renumbered from 294.455, provides for the expenditure of funds to repair or replace prop-
erty that has been damaged or destroyed. It also allows funds to be expended because of a civil distur-
bance or natural disaster.

ORS 294.468, renumbered from 294.460, authorizes loans from one fund to another.

ORS 294.471 and 294.473, renumbered from 294.480, specifies the conditions under which a local govern-
ment may adopt a supplemental budget, and explains the process.

ORS 294.338, renumbered from 294.483, provides exceptions to the budget process for certain debt ser-
vice expenditures.

See Chapter 13 for more information on budget changes after adoption.

This is an overview of the budget cycle. For more detailed information on each stage of the budget process,
refer to the section of this manual that is devoted to each specific stage and to Appendix B.

Local governments not subject to local budget law

Most local governments and other municipal corporations in Oregon are subject to Local Budget Law and must
prepare and adopt a budget according to that law. There are a few exceptions. The following districts are totally
or partially exempt from Local Budget Law requirements (ORS 294.316):

1. Drainage districts organized under ORS 547.

2. District improvement companies organized under ORS 554.

3. Highway lighting districts organized under ORS 372.

4. Irrigation districts organized under ORS 545.

5. Road districts organized under ORS 371.

Note: Road districts that impose a property tax must submit tax certification documents. County road
districts organized under ORS 371.097 are subject to local budget law.
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6. Soil and water conservation districts organized under ORS Chapter 568 that will not impose an ad
valorem tax during the ensuing year. Those that do impose a property tax during the ensuing year or
biennium are subject to Local Budget Law.

7. Municipal public utilities operating under separate boards or commissions, authorized under ORS
Chapter 225 and city charters, and people’s utility districts organized under ORS Chapter 261, both
operating without ad valorem tax support during the ensuing year.

8. Housing authorities organized under ORS Chapter 456 that are not carrying out urban renewal activities
using tax increment financing under ORS 457440 during the ensuing year.

9. Water control districts, organized under ORS 553 that will not impose taxes during the ensuing year.
10. Hospital financing authorities organized under ORS 441.525 to 441.595.

11. Export trading corporations organized under ORS 777.755 to 777.800.

12. Diking districts organized under Chapter 551.

13. Health districts organized under ORS 440.315 to 440.410. Health districts may not adopt a biennial budget.
Their budget process is outlined in ORS Chapter 440.

14. Intergovernmental entities or councils of governments formed under the provisions of ORS 190.010,
unless they levy property tax. These organizations are subject to separate budget requirements found in
ORS 294.900 to 294.930. Those that impose a property tax during the ensuing year or biennium are subject
to Local Budget Law, ORS 294.305 to 294.565.

In addition to the local governments listed, a newly formed local government is not required to prepare a bud-
get during the first fiscal year it is formed. If a local government is formed between March 1 and June 30, it does
not have to prepare a budget for the upcoming fiscal year either [ORS 294.338(10), renumbered from 294.326(11)].

Local governments that are not required to follow Local Budget Law may choose to follow the process in pre-
paring their budgets anyway. Local Budget Law provides a framework of sound budgeting practices.

Urban renewal agencies

Urban renewal agencies are subject to the Local Budget Law and must complete the process separately from the
parent municipality (county or city).

Public meeting law: ORS 192.610 to 192.690
The Public Meeting Law policy statement (ORS 192.620) states:

“The Oregon form of government requires an informed public aware of the deliberations and decisions of the
governing bodies and the information upon which such decisions were made. It is the intent of ORS 192.610 to
192.690 that decisions of governing bodies be arrived at openly.”

Local Budget Law meetings fall within the Public Meeting Law. Take a few moments to review these statutes.
Follow the Public Meeting Law for all budget meetings where deliberations toward a decision are made. The
“Attorney General’s Public Records and Meetings Manual” is available for a fee from the Oregon Department of
Justice, 1162 Court Street NE, Salem OR 97301 or online at http://www.doj.state.or.us/pdf/public_records_and_
meetings_manual.pdf. This manual summarizes the requirements for regular, special, and emergency meet-
ings, and for executive sessions. A section is included on the requirements for taking minutes and on enforce-
ment provisions.
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Public inspection of the budget document
ORS 294.426(7), renumbered from 294.401(8), provides:

“The budget officer shall file a copy of the budget document in the office of the governing body of the municipal
corporation immediately following presentation of the budget document to members of the budget committee
under subsection (6) of this section. The copy is a public record of the municipal corporation.”

ORS 294.426(8), renumbered from 294.401(9) states:

“The governing body of the municipal corporation must provide to individuals upon request a copy of the
budget document or the means of readily obtaining a copy of the budget document.”

A local government may charge a reasonable fee for photocopying the budget document [ORS 192.440(3) and
OAR 150-294.401(7)].

In addition, every local government is subject to the Public Records Law. The basic premise of this law is stated
in ORS 192.420:

“Every person has a right to inspect any public record of a public body in this state, except as otherwise
expressly provided by ORS 192.501 to 192.505.”

Anyone may examine all or any portion of the budget document. While disclosure is the prescribed policy, the
Public Records Law makes it clear that agencies can “adopt reasonable rules necessary for the protection of records
and to prevent interference with the regular discharge of duties...” ORS 192.430.

A good source of information on this subject is the “Attorney General’s Public Records and Meetings Manual.”

Sample budget calendar
1. Appoint budget officer and budget committee ..............cccoeiiiiiiiiiiii December 8

2. Prepare proposed budget ...........ccooiiiiiiiiiiiiiii February 28

3. Publish 1st notice of budget committee meeting no more than
30 days before the meeting...............oviiiiiiiiiiiiiiiiii March 10

4. Publish 2nd newspaper notice of budget committee meeting at
least 5 days before the meeting, or post online at least 10 days
before the meeting.

Note: If publishing by mail or hand-delivery, only one notice is

required, at least 10 days before the meeting ...............cooiiiiiiiii March 20
5. Budget committee meeting ..............coiiiiiiiiiiiiii March 30
6. Second budget committee meeting (if needed) ..........cccoeviiiiiiiiiiiiiiiiiiii April 6
7. Publish notice of budget hearing 5 to 30 days before the hearing....................cooeiiin April 19
8. Hold budget hearing .........ccccoiiiiiiiiiiiiiiiiiiiiii May 4
9. Board meeting to enact resolutions to adopt budget, make

appropriations, impose and categorize taxes............oooeiiiiiiiiiiii i, June 15
10. Submit tax certification documents to the assessor by July 15 ..........ccoooiiiiiiiiiiin, July 12
11. Submit copy of complete budget document to county clerk ..................oooiiiiii. September 30
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Chapter 4—Types of funds

A budgetary fund, as defined by Oregon Administrative Rule 150-294.352(1)-(A) (implementing ORS 294.388,
renumbered from 294.352), is a fiscal and accounting entity of self-balancing accounts to record cash and other
financial resources, related liabilities, balances and changes, all segregated for specific, regulated activities and
objectives.

The use of funds for budgeting is required by state and federal laws and rules, and possibly by local govern-
ment charters, resolutions and ordinances. The use of funds is a principle of sound budgeting and accounting
practice.

New funds can be included in the budget being prepared for the ensuing year or added by supplemental bud-
get during the year. A new reserve fund requires a resolution that specifies the purpose for which the reserve
moneys can be spent.

The governing body may create whatever funds it feels are necessary to control the use of restricted or dedi-
cated revenues. However, good budgeting practice is to maintain only those funds required to meet legal and
operating requirements. Unnecessary funds complicate a budget, making it more difficult to understand and
work with.

Several statutes which authorize local governments to impose taxes or to provide special services require that
separate funds be created. Examples of such funds are: The Bancroft Bond Fund (ORS 223.285), County School
Fund (ORS 328.005), and a reserve fund (ORS 294.346, renumbered from 294.525).

Major types of funds used in setting up budget and accounting records are:
* General fund
® Special revenue fund,
e Capital project fund,
® Debt service fund,
¢ Internal service fund,
¢ Enterprise fund,
e Trust and agency fund, and
® Reserve fund.

Any of these fund types may be used, depending upon the complexity and type of activity of a local govern-
ment. The choice of fund structure is a fiscal policy decision of the governing body.

General fund

The purpose of a general fund is to record financial transactions relating to all activities for which specific
types of funds are not required. It is the general operating fund for the local government. Most local govern-
ments have a general fund. Many small districts have only a general fund.

Special revenue fund

Special revenue funds should be set up for dedicated local option tax levies, specific purpose grants and other
revenues when required by statute, charter provision, or the terms of a grant. The number of such funds de-
pends upon the activities of the local government and how it is funded. Some city home rule charters provide
for a general fund and several other special funds. The general requirement is that dedicated revenues must be
used for the specific purpose authorized, and separate funds should be established for them (ORS 311.350). Try
to keep the number of special revenue funds to a minimum.

Separate special revenue funds for local option taxes

The Oregon Constitution, Article IX, Section 3, states: “No tax shall be levied except in accordance with law. Every
law imposing a tax shall state distinctly the purpose to which the revenue shall be applied.”
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Establish a separate special revenue fund for each local option tax providing money for a capital project or
other specific purpose. The money received must be retained in such a fund and spent only for the purpose for
which the tax was approved (ORS 280.040). This provides fiscal integrity for the local option tax and ensures
that it is used to carry out the purpose described in its ballot measure. If expenditures from a specific purpose
local option tax fund are no longer needed, the governing body may abolish the fund and transfer the balance
and any future proceeds to the general fund (ORS 294.475). The tax imposed for the special fund must then be
discontinued.

Revenue from local option levies for operations may be budgeted in the general fund.

Capital project fund

A capital project fund is a type of special revenue fund that is used to record the resources and expenditures
needed to finance the building or acquisition of capital facilities that are nonrecurring major expenditure items.
Resources can include the proceeds from the sale of general obligation bonds, tax revenue from specific pur-
pose local option taxes, grants, transfers from other funds, or other revenues authorized for financing capital
projects. A capital project fund is normally established when a capital project or series of projects is authorized.
It is dissolved when the project is completed. Several related projects financed from one bond issue may be ac-
counted for in one fund if there are no provisions to the contrary in the bond contract.

Establish a capital project fund for the expenditure of bond sale proceeds. If voter approval is received after
the regular budget is adopted and bonds are sold during the fiscal year, a supplemental budget is not required
to expend the proceeds [ORS 294.338(4), renumbered from 294.326(4)]. However, it is good fiscal budgeting for
the governing body to establish a capital project fund to account for the proceeds and to adopt a resolution or
ordinance appropriating the expenditures.

If the bond sale receives voter approval before the adoption of the regular budget, then the capital project fund
and the expenditure of the proceeds must be included in the regular budget. Also, if the bonds were sold in
a preceding year and the proceeds carried forward to the current year, then the capital project fund and the
expenditure of the proceeds must be budgeted in the regular budget.

Bond proceeds may be used to pay attorneys’ fees and other expenses related to the preparation, authorization,
issuance and sale of the bonds [ORS 287A.300(2)]. These expenses can be budgeted in the capital project fund or
the general fund. These expenses cannot be paid from a debt service fund if the fund includes a property tax
levy that is categorized as “excluded from limitation.”

Debt service fund

Debt service funds are used to budget for the payment of principal and interest on all long-term debt, includ-
ing that payable exclusively from revenue-producing enterprises [ORS 294.388 (renumbered from 294.352), and
OAR 150-294.352(1)-(A)]. There may be several bond issues accounted for in one debt service fund, but you must
establish separate funds for general obligation bonds and revenue bonds. Transactions to record the redemp-
tion of existing bonds with proceeds of refunding bonds are also recorded in debt service funds.

Taxes dedicated to repay bonds cannot be diverted or used for any other purpose [ORS 287A.140, 328.260(3), etc.].
Transfers from a debt service fund that levies taxes that are categorized as excluded from Measure 5 limita-
tion are not allowed in most cases. There are two conditions under which a transfer may be made:

1. Torepay an interfund loan that was made to the debt service fund from other moneys when collections of
taxes levied for exempt bonded indebtedness were not sufficient (ORS 294.368, renumbered from 294.381).
Such a transfer should be budgeted as a requirement in the debt service fund called “Loan repayment to
_____ Fund.”

2. If a surplus remains after all interest and principal of the bond are paid. The fund may be dissolved and
the balance transferred to the general fund, unless other provision was made when the fund was created
(ORS 294.353, renumbered from 294.475).

As stated above, attorneys’ fees and other expenses related to the preparation, authorization, issuance and sale
of the bonds cannot be paid from a debt service fund if the fund includes a property tax levy that is categorized
as excluded from limitation.
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Debt service funds may include a requirement for a debt service reserve (ORS 294.346, renumbered from
294.525 and ORS 287A300). If the bonded indebtedness is a tax credit bond or other bond that bears interest
that is includable in gross income under the Internal Revenue Code, the debt service fund may include the de-
posits that the municipal corporation has agreed to make in a sinking fund that is dedicated to pay the bonded
indebtedness (ORS 294.368, renumbered from 294.381).

Bancroft bond fund

A “Bancroft Bond Redemption Fund” is a type of debt service fund required to record the debt payments for prin-
cipal and interest on Bancroft Bonds issued under ORS 223.205 to 223.295.

Internal service fund

An internal service fund finances and accounts for services furnished by one department or agency to another
department or agency of the same local government. All such expenditures must be budgeted. Internal service
fund resources usually come from operating earnings or transfers from other funds.

Enterprise fund

An enterprise fund is a fund established to finance and account for acquiring, operating, and maintaining
facilities and services which are primarily self-supporting from user charges and fees. A separate fund makes
it possible to set up separate accounting data on the operations of the facility. This information can be used
to determine what the service charges should be. It can also provide better controls and information on the
management of the resources and expenditures. Examples of enterprise funds are for water, gas and electrical
utilities, swimming pools, airports, parking garages and transit systems operated by cities, and some school
food service operations. Separate funds may be established for each utility or enterprise.

Trust and agency fund

Assets are sometimes held, or revenue received, by local governments in a fiduciary capacity, to be used for
a certain specified purpose. For example, you might receive a bequeath with the provision that the princi-
pal amount be invested and the interest income be used to aid the library or park system or to maintain the
grounds of the cemetery. These revenues and expenditures are accounted for in a trust and agency fund. Most
trust and agency funds are not exempt from local budget law. Expenditures can be made from these funds only
if the funds are included in the adopted budget and appropriations made.

Reserve fund

A local government may set up a reserve fund to accumulate money for financing the cost of any service,
project, property or equipment that the district can legally perform or acquire (ORS 294.346, renumbered from
294.525). Under Local Budget Law, a reserve fund is a way to save money from year to year. Expenditures can
be appropriated and made directly from a reserve fund.

The resolution or ordinance creating a reserve fund should state the purpose for which the money in the fund
can be spent. At least every 10 years after the establishment of a reserve fund, the governing body must review
the fund to decide if it should be continued or abolished. Any unexpended or unobligated balance left in the
fund when it is abolished can be transferred to the general fund or any other fund designated by the governing
body:.

Money in a reserve fund can only be used for the purpose for which the fund was established. Expenditures
for that purpose may be budgeted and appropriated directly from the reserve fund. Transfers may not be made
from a reserve fund unless the fund that receives the transfer uses the money for a purpose consistent with the
purpose of the reserve fund. Interfund loans can be made from a reserve fund under ORS 294.468 (renumbered
from 294.460).

School districts have special statutory authority to set up reserve funds for the purchase of automotive equip-
ment. Refer to ORS 328.470 for more details.
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Chapter 5—Estimating budget resources
and requirements

Estimating resources

“Each municipal corporation shall estimate in detail its budget resources for the ensuing year by funds and sources
[ORS 294.361(1)]. Generally, an “estimate” is defined as an approximate calculation or an opinion formed from
imperfect data. All resource and requirement estimates should be based on “good faith.” That is, they should
be reasonable and be reasonably likely to prove correct, based on the known facts at the time.

”

The budget must be constructed so that the total resources in each fund equal the total requirements in that fund
[OAR 150-294.352(1)-(B), implementing ORS 294.388, renumbered from 294.352]. When the resources are equal to
the requirements, the fund is said to be “in balance.”

All known resources and requirements must be included in the budget. The only exception is if all three of the
following are true:

(@) The municipal corporation holds the resources merely for safekeeping;

(b) Expenditure of the resources is not under the control of the municipal corporation or a third party chosen
by the municipal corporation; and

() The resources are expended for a purpose other than that for which the municipal corporation levies a
tax or expends funds [OAR 150-294.361(1)(A)].

Budget resources include but are not limited to: the cash balance, cash equivalents, and investments or net
working capital that will be carried forward from the previous fiscal year, prior-year taxes, current-year taxes,
fees, fines, interest on deposits or securities of any kind, endowments, annuities, sales of property or other as-
sets, grants, interfund transfers, and revenues from any and all other sources [ORS 294.361(2)].

Budget resources do not include moneys accumulated under an approved employee deferred compensation
plan and the interest earned on such moneys, the estimate for the ensuing year of discounts under ORS 311.505,
or the estimates of uncollectible amounts of taxes, fees, or charges for the ensuing year [ORS 294.361(3)].

Beginning cash estimates (cash basis of accounting)
Estimate the beginning cash balance in a fund as follows:

1. Establish the cash balance on hand at the time the proposed budget is prepared. Include any investments
or cash equivalents as well as cash and the money in your checking account.

2. To this amount, add the amount of revenue estimated to be received from all sources for the rest of the
current fiscal year.
3. From the sum of 1 and 2, subtract a reasonable estimate of expenditures for the rest of the fiscal year.

The remainder will be the estimate of the beginning cash balance to be used in preparing the budget for the
next fiscal year.

Current year property taxes

Many local governments rely heavily on local property taxes to finance the services they offer. In some cases,
services are paid for entirely by property taxes. See “Chapter 7 — Estimating Property Taxes Available as a Budget
Resource, ” for an explanation of how to determine how much current year property tax revenue you can esti-
mate as a budget resource.

Prior year taxes

Most local governments that impose a property tax receive revenue from the collection of delinquent taxes that
were imposed in previous years. These prior years’ taxes are treated as nontax resources in the budget.
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The county tax collector can help you estimate the amount of prior years’ taxes.

The amount of prior years’ taxes can also be estimated using history. Prior year’s taxes are disbursed by the
county treasurer using the percentage distribution schedule from the year in which the taxes were levied. Most
treasurers provide a statement to accompany each payment. The statement breaks down the payment to show
the amount collected for the current year and the respective amounts for each prior year. The statement may
also show how much is attributable to each tax levy (permanent rate, local option or bonds). If you save these
statements, you will soon have a history of how much you receive from prior year taxes.

Local Governments that receive a “buy out” distribution of their entire year’s property tax receipts from the
county in one lump sum payment in November/December do not receive prior year’s taxes in subsequent
years.

Proper accounting methods and records of tax collections provide accurate historical information to support
resource estimates for the following fiscal years.

Fees, fines, and assessments

Any revenues that result from the operation of a local government or that are paid by its customers for pro-
grams or services provided by it should be budgeted as a resource in the fund from which the operation or
service is financed.

System development charges imposed under ORS 223.297 to 223.314 are a budget resource.

Interest on investments

Local governments must keep their cash, cash equivalents, and investments in interest bearing accounts. The
interest earned is a resource for the fund in which the asset is budgeted. If interest earnings on assets in several
funds are reported as a lump sum by the financial institution, the budget officer must estimate the amount of
interest to allocate to each fund, based on the relative amount of interest-earning assets in each fund.

Grants and gifts

Grants, gifts, donations and bequests that are awarded to a local government before June 30 should be bud-
geted as a resource. If you have applied for a grant but it hasn't been awarded yet, you may still include that
money as a resource. Alternatively, your policy may be to wait until after grants have been confirmed to add
the grant proceeds to your budget.

Revenue sharing money from the state of Oregon is a resource for the cities and counties that receive it.

Budgeted interfund transfers

The budget may include transfers of revenue between funds. Money received in a fund through a transfer from
another fund must be budgeted as a resource in the receiving fund. The originating fund budgets the transfer
as a requirement [ORS 294.361(2)(w)].

Bond proceeds
The proceeds from the sale of bonds are a budget resource.

The principal act under which many types of local governments are formed allows for the issuance of general
obligation bonds after voter approval. The principal act may also set limits on the amount of indebtedness a
local government may incur, and provide for payment of bond principle and interest through the levy of taxes.
ORS Chapter 287A relates generally to the borrowing and bonding authority of counties, cities, and special
districts. Refer to the statute under which your local government was formed for more specific bonding infor-
mation. “Appendix C” lists local governments’ bond taxing powers and limitations.

Bancroft bonds

The Bancroft Bonding Act (ORS 223.205 and 223.210 to 223.295) is a financing method that may be used by cit-
ies, counties, and certain special districts with the specific authority to do so.
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The purpose of the Bancroft Bonding Act is to provide a way for property owners to pay for improvements,
such as streets, water supply systems, storm sewers, etc., in equal annual installments spread out over a period
of years. These assessments are a budget resource.

Insurance proceeds

The expenditure of insurance proceeds received to repair or replace property after a casualty loss does not have
to be budgeted in the year the proceeds are received. If any of the money is carried over to the following fiscal
year, it should be budgeted as beginning fund balance.

Short-term borrowing

Local governments may contract short-term indebtedness by issuing revenue bonds, credit enhancement de-
vices or short-term promissory notes for the purposes of meeting current expenses, retiring outstanding bonds,
or paying the interest on bonds (ORS 287A.180, ORS 328.565, and ORS 341.715). Generally, any borrowing with
a term of 13 months or less is considered short-term for the purposes of Local Budget Law.

Tax anticipation notes are a form of short-term borrowing. They are issued in anticipation of the collection of
property taxes. Short-term loan or bond amounts are limited to 80 percent of the property taxes or other rev-
enues, except grant monies, that are budgeted or otherwise reasonably expected to be available to repay the
borrowing in that fiscal year. Before any formal action is taken by the governing body, consult ORS 287A.180
for more information.

Interest payments must be budgeted when a local government expects short-term borrowing. The principal
and the repayment of the principal of short-term debt, however, need not be included as a budgeted resource
or expense. The loan and repayment schedule may instead be reported in narrative form or as a footnote to the
budget. The narrative or footnote must indicate that the principal and payments are liabilities of the fund from
which they are made. (ORS 294.378, renumbered from 294.443).

Local Budget Law has no statutory limitations on any local government entering into an installment contract.

Local Budget Law does not authorize any local government to obligate itself to make payments for a period of
more than one year. Any authority to enter into such an installment contract must be found elsewhere in the
statutes or in the charter of the local government.

If the governing body obligates a local government beyond 13 months, the indebtedness could be considered an
addition to the local government’s outstanding long-term debt. Such debt is generally restricted by the Oregon
Constitution, statute, or charter. Any indebtedness (including bonds and notes) is governed by the general
indebtedness limitations of the charter or statutes. The proceeds of long-term borrowing must be budgeted as
resources in the year of receipt.

Deficit or negative resources

Do not budget a negative resource [OAR 150-294.361(1)-(B)]. A negative line item entry distorts the actual total
of revenues. Budget only the amount of revenue estimated to actually be received by a fund. If there is an an-
ticipated deficit in a fund, budgeted expenditures should be reduced or other resources identified to maintain
a balanced fund. Negative budgeted fund balances are a violation of Local Budget Law.

If actual resources fall short of the amount estimated, expenditures cannot be made in excess of available
revenues. Although it is not required to do so, a governing body may adopt a supplemental budget to adjust
budgeted resources and reduce appropriations to reflect such a shortfall (ORS 294.471).

Special provisions for county budgets

County budgets must contain a summary of revenues and expenditures for major programs funded in part
by state resources. The summary must include, at a minimum, functions related to assessment and taxation,
community corrections, district attorneys, juvenile corrections and probation, public health, mental health and
chemical dependency, veterans services, roads and economic development. The summary must provide the
total expenses for each program and identify the revenues used to fund the program from general county re-
sources, state grants, federal grants, video lottery resources, and other resources as applicable. The summary
must include the revenues and expenditures in the adopted budget, revenues and expenditures in the prior

150-504-420 (Rev. 05-12) 24



year’s adopted budget, and actual revenue and expenditure data from the two previous years (ORS 294.444,
renumbered from 294.419).

“General county resources” means resources from property taxes, state and federal shared revenue, beginning
balances available for expenditure and interest not required to be allocated to specific programs or activities.

Estimating and classifying expenditures

Each local government must prepare estimates of expenditures and other budget requirements by line item for
the upcoming fiscal year.

Local Budget Law requires that expenditures and other requirements be shown in the budget in certain ways.
The budget is broken down into funds which are discussed in Chapter 4. The expenditures in each fund must
be organized in one of two ways, either by organizational unit or program, depending on how the district is
structured and the services it provides. Subdividing a fund into organizational units or programs makes the
budget more understandable.

Organizational unit

Some local government budgets are organized by organizational units. An organizational unit is an admin-
istrative subdivision of the local government which is responsible for specific services, functions or activities.
These are usually identified as departments, divisions, offices, etc. [ORS 294.311(30)]. For example, a city may be
structured into organizational units such as: Police Department, Public Works Department, Office of the City
Recorder, etc.

Hospitals, school districts, ESDs, and community colleges may not use organizational units when preparing
expenditure estimates. (ORS 294.393, renumbered from 294.356).

Program

Many local budgets are structured by program. A program is a group of related activities aimed at accomplish-
ing a major service or function [ORS 294.311(33)]. Programs could include services and functions such as: fire
protection, water, sewers, road maintenance, etc. Most special districts are formed to provide just one or two
major services. The budgets of these districts are considered program budgets unless one or more of the funds
are organized by organizational unit. School budgets that are organized according to the classification of ac-
counts in the “Oregon Department of Education’s Program Budgeting and Accounting Manual for School Districts” are
considered program budgets.

Object classifications

The estimated expenditures in each fund must be arranged by organizational unit or program. Within each
organizational unit or program, the estimates of line item expenditures must be detailed by the following
object classifications: personnel services, materials and services and capital outlay. In addition, separate esti-
mates must be made in each fund for special payments, debt service, interfund revenue transfers, operating
expenses and general capital outlays that cannot reasonably be allocated to one particular unit or program
[ORS 294.388(3), renumbered from 294.352(3)]. Local governments that have only one program must estimate
expenditures by the object classifications listed above.

Within each program function, school districts must detail expenditure estimates by object within each object
classification [ORS 294.393(1), renumbered from 294.356(1)]. More information on this breakdown can be found
in the “Oregon Department of Education’s Program Budgeting and Accounting Manual” at https://district.ode.state.
or.us/docs/sfda/manuals/.

Community colleges must detail expenditure estimates by sub-object classification [ORS 294.393(2), renum-
bered from 294.356(2)]. More information is in the “Oregon Department of Community Colleges and Workforce De-
velopment’s Community College Accounting Manual” at http://www.oregon.gov/CCWD/pub_rpts.shtml.
Personnel services

Personnel services includes salaries, benefits, workers compensation insurance, Social Security taxes and other
costs associated with having employees.
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The estimated expenditures for personnel services must include the total budgeted cost of all officers and em-
ployees, as well as the number of related full-time equivalent positions. Upon request, a listing of the salaries
for each officer and employee, except hourly wage and part-time employees must be provided. Employees of
like classification and salary range may be listed by the number of those employees, the limits of each salary
range and the amount of their combined salaries [ORS 294.388(5), renumbered from 294.352(5)]. The number of
employees may be stated in full time equivalents (FTE).

Personnel services estimates may include a separate schedule detailing the salaries of persons who perform
services for two or more organizational units or programs. For example, one staff member may provide ser-
vices to the administration office and the police department. Non-education local governments should use the
format of Form LB-40 at http://www.oregon.gov/dor/ptd/pages/localform.aspx.

Materials and services

Materials and services include contractual services (such as attorney or accountant fees), materials (such as
office supplies, fuel, or repair parts), and other operating expenses (such as utilities, lease payments, fire insur-
ance, or travel). Estimates should be detailed sufficiently to disclose all proposed expenditures, but may be
combined into logical groupings such as office supplies, utilities, etc.

Capital outlay

Capital outlay is defined as expenditures that result in the acquisition of, or addition to, fixed assets. Fixed as-
sets are defined as assets of a long-term character that are intended to continue to be held or used, such as land,
buildings, machinery, furniture, and other equipment. Each local government may establish its own criteria or
cost threshold for distinguishing capital outlay expenditures from other operating expenses.

Special payments

Special payments include payments of taxes, fees or charges collected by one entity and then made to another
organization on a pass-through basis, grants made or distributed to others that will be expended by them, and
other expenditures that do not fit into one of the other expenditure categories.

Debt service

Debt service includes the repayment of any loan, bond or other borrowing. Expenditures for repaying bond
principal and interest for which a separate property tax levy is imposed must be in a debt service fund and
should be separately shown for each bond issue, with separate amounts for principal and interest payments
[ORS 388(6), renumbered from 294.352(6)]. Each bond issue should be identified by the bond issue date, and
each payment by the exact payment date. Any unappropriated ending fund balance associated with a bond
issue must be itemized by the payment date and amount, and separately identified by bond issue.

Repayment of other loans or borrowings may be identified less specifically. A debt service payment not requir-
ing a separate tax levy may be included in the general fund or another fund.

Interfund transfers

Interfund transfers are budgeted transfers of resources from one fund to another. The fund making the trans-
fer shows the amount transferred as a budget requirement. The fund receiving the transfer shows it as a fund
resource. If the money is to be expended, the fund receiving the transfer also shows that expenditure as a
requirement. In that case, the money may be said to be “counted twice” in the budget; once as the transfer out
and once as the actual expenditure.
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General operating contingency

An estimate for general operating contingency may be included in any operating fund. The estimate is based
on the assumption that operations may necessitate spending during the year on items that cannot be specifi-
cally identified at the time the budget is being prepared. The contingency is not a separate fund. It is a line item
within an operating fund, separate from any of the other major object classifications. Its purpose and proper
use are explained in Oregon Administrative Rule 150-294.352(8).

Each operating fund (each fund from which operating expenses are paid) is allowed one appropriation for a
general operating contingency. A non-operating fund cannot have an appropriation for a contingency. The
expenditures in non-operating funds can usually be accurately estimated and are not subject to unexpected
variations arising from operations. A debt service fund is an example of a non-operating fund that cannot
contain an operating contingency.

The contingency estimate must be reasonable, based on past experience, and consistent with the purpose of
the particular fund involved. It cannot be made in place of an estimate for expenditures which are known to
be necessary and can be anticipated. It must not be used to cover up improper or loose budgeting practices. It
must not be used as a “savings account” in which to sequester excess revenues.

During the fiscal year, money budgeted and appropriated as contingency must be transferred to another ap-
propriation category before it can be expended. A resolution or ordinance or a supplemental budget must be
passed before any of the contingency can be transferred. If the expenditure is to be made from another existing
appropriation category, a resolution or ordinance may often be used to authorize the transfer and expenditure.
The operating contingency then is reduced and the receiving appropriation category increased by the same
amount so the fund remains in balance. If there is no existing appropriation category suitable for the expen-
diture, then a supplemental budget is required to create the appropriation category and transfer the resources
from contingency.

There is no statutory limit on the amount which may be budgeted and appropriated for general operating con-
tingency. However, the amount which may be transferred from contingency by resolution over the course of
a year is limited to 15 percent of the amount originally appropriated in the fund [ORS 294.463(2), renumbered
from 294.450(2)]. Transfers which in total exceed 15 percent of the original appropriation may be made only
after adopting a supplemental budget for that purpose.

For example, if the total appropriation in a fund is $100,000, including $20,000 for the general operating contin-
gency, only 15 percent, or $15,000, of the appropriation may be transferred from the contingency appropriation
by resolution or ordinance. The remaining $5,000 can be transferred only through a supplemental budget.

Unappropriated ending fund balance

Budgeted requirements may include an unappropriated ending fund balance. The purpose of an unappropri-
ated ending fund balance is to provide the local government with a cash or working capital balance with which
to begin the fiscal year following the one for which this budget is being prepared (ORS 294.371 and OAR 150-
294.398, renumbered from 294.371).

When calculating the amount of an unappropriated ending fund balance, determine your cash requirements
between July 1 of the fiscal year following the one for which you are budgeting, and the time sufficient rev-
enues will become available from other sources to meet cash flow needs. The maximum amount that should be
budgeted in an unappropriated ending fund balance is the difference between the cash requirements and the
other resources available during that period. Do not use an unappropriated ending fund balance as a “savings
account” in which to sequester large amounts of excess funds.

Do not include an unappropriated ending fund balance in the resolution or ordinance making appropriations.
No expenditures can be made from an unappropriated ending fund balance during the year in which it is
budgeted. The only exception to this is in an emergency situation arising during the year by involuntary con-
version (theft, vandalism, accident, etc.), civil disturbance or natural disaster. If such an emergency occurs and
the revenue in the unappropriated ending fund balance is needed to replace the damaged property, it may be
appropriated with a resolution or ordinance or through a supplemental budget after that event occurs (ORS
294481, renumbered from 294.455).

Toward the end of the fiscal year in which an unappropriated ending fund balance is budgeted, the budget
officer should monitor actual cash flow carefully. A revenue shortfall during the year may mean that spending

27 150-504-420 (Rev. 05-12)



may have to be reduced to have sufficient cash in the unappropriated ending fund balance. If expenses cannot
be reduced, then the actual amount in the unappropriated ending fund balance may be less than planned. This
is allowed as long as expenditures remain within the fund’s budgeted appropriation authority and there has
been a revenue shortfall.

Reserved for future expenditure

An amount “reserved for future expenditure” may be included in a reserve fund or in another fund when
specifically allowed by statute. A reserve for future expenditure is a line item requirement which identifies
funds to be “saved” for use in future fiscal years.

Since the initial intent when the budget is adopted is not to spend the amount reserved for future expenditure,
do not include it in the resolution or ordinance making appropriations. If the need arises during the fiscal year
to spend this money, a supplemental budget may be adopted to appropriate the expenditure.

An exception to this is in an emergency situation created when property is destroyed by involuntary conver-
sion, civil disturbance or natural disaster. ORS 294.481, renumbered from 294.455, describes when and how any
available moneys, including reserved amounts, can be used to make such expenditures.

Debt service reserves

A debt service fund can include a line item for a debt service reserve if one is required by the bond sales
agreement. Alternatively, a separate reserve fund can be created for such debt service reserves. A debt service
reserve cannot be funded by a property tax levy that is excluded from the Measure 5 limitations. If a reserve
is held in such a debt service fund, it must be funded with a portion of the bond proceeds, a transfer from the
general fund or another fund, or some other source of revenue.

An exception is if the bonded indebtedness qualifies as a “tax credit bond” or other bond that bears interest that
is includable in gross income under the Internal Revenue Code. In that case, the debt service fund may include
a reserve that is dedicated to pay the bonded indebtedness and this reserve may be funded by a property tax
levy that is excluded from the Measure 5 limits [ORS 294.368(3)(b), renumbered from 381(3)(b)].

Interfund loan repayment
During a fiscal year the governing body may loan money from one fund to another.

Operating loans must be repaid no later than the fiscal year following the year in which they were made. If the
loan is an operating loan and it is not repaid in the fiscal year in which it was made, the repayment must be
budgeted as an expenditure in the upcoming fiscal year. An operating loan is any interfund loan, or portion
thereof, that is not a capital loan, and that is made for the purpose of paying operating expenses.

A capital loan is any interfund loan, or portion thereof, made for the purpose of financing the design, acquisi-
tion, construction, installation, or improvement of real or personal property and not for the purpose of paying
operating expenses. If a loan is a capital loan, it must be repaid in full over a term not to exceed 10 years. The
resolution or ordinance that authorizes the loan must state a schedule for repayment and a rate of interest
(ORS 294.468, renumbered from 294.460). The interest rate can be any rate that the governing body determines,
including zero.

If an interfund loan is repaid in a subsequent year, in the year the loan is repaid, budget the repayment as a
resource in the fund that made the loan. In the fund that received the loan, budget the repayment as a debt
service requirement.

Advance refunding bonds

Local governments may sell new bonds to retire an older bond issue before the right to call or otherwise retire
the old bond issue arises (ORS 287A.360). This is known as current or advance refunding.

The proceeds of the advance refunding bond sale are sometimes used to buy low-risk government securities
to place in escrow to secure the old bonds. If a tax could be levied to pay the old bonds, a tax may be levied to
pay the principal and interest on the advance refunding bonds (ORS 287A.380). The public body is prohibited
from levying a tax to pay on the old bonds after the amount owed on the old bonds is secured by the advance
refunding bond proceeds.
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Debt service on the new bonds must be budgeted, because it will be paid by a tax levy or from the advance
refunding bond proceeds and interest. The advance refund bond proceeds may also be used to pay adminis-
trative costs, expenses, or fees in connection with the advance refunding transaction (ORS 287A.375). Proceeds
from a debt service tax levy may not be used to pay those expenses (ORS 294.368, renumbered from 294.381).

Revenues irrevocably placed in escrow for the purpose of defeasing and paying the bonds, or revenues received
as a result of prepayments or other unforeseen circumstances used to redeem bonds or other obligations are
not required to be budgeted [ORS 294.338(5), renumbered from 326(5)].

When voter approval to issue bonds is received during a fiscal year and the bond proceeds will be expended
during that same fiscal year, the proceeds do not have to be budgeted. It is recommended that a resolution be
prepared establishing a fund for the bond proceeds and appropriating the proceeds. If the bonds are approved
in one fiscal year and any of the proceeds are to be spent in the following fiscal year, the proceeds must be bud-
geted in the regular budget for the following year [ORS 294.338(4), renumbered from 294.326(4)].

Pass-through payments

A local government may impose taxes, fees, or charges that are then paid, on a pass-through basis, to an-
other local government through under an intergovernmental agreement or statute. The local government that
imposes the taxes, fees, or charges budgets them as resources. The pass-through payment to the other local
government is budgeted as an expenditure and appropriated as a special payment. If the actual amount col-
lected from the taxes, fees, or charges exceeds the estimated amounts in the budget, the local government that
imposed the taxes, fees, or charges may appropriate the additional revenue by enacting a resolution or ordi-
nance (ORS 294.466).

Internal services expenditures

The estimated cost to one part of an organization of services provided by another part may be budgeted and
appropriated in an internal service fund (ORS 294.343, renumbered from 294.470). Such expenditures are a
requirement for the unit receiving the service. The estimated amount is a resource for the unit providing the
service. If, during a fiscal year, the estimate proves insufficient, the appropriation may be increased by resolu-
tion or ordinance.

Budget detail sheets

Expenditure and resource detail sheets show in line item detail the planned requirements and resources a local
government needs to carry out its purpose. The Department of Revenue has the authority to make rules and
prescribe budget forms (ORS 294.495). The department has developed budget and publication forms that meet
all of the requirements of the law.

Many budget officers prefer to create their own budget detail sheets in a spreadsheet or accounting program. If
you do this, you must follow the format the department prescribes.

First and second preceding years’ actual data

The detail sheets must show the actual expenditures and resources for the two preceding fiscal years for each
fund (ORS 294.358, renumbered from 294.376). This requirement provides a two-year record of what actually
happened. It allows a comparison of the earlier actual resources and expenditures with those estimated and
budgeted for both the current year and the upcoming fiscal year.

The historical data are figures confirmed by the district’s audit or reported in the unaudited financial state-
ments submitted to the Audits Division of the Secretary of State. Display the actual revenues and expendi-
tures in the budget at the same level of detail used for the estimates of the current year and coming fiscal year.

A fund dissolved by the governing body must remain a part of the budget’s historical record for the following
two years. If two funds are created from one previously existing fund, separate the historical data so previ-
ous resources and expenditures for each new fund can be identified. The dissolution or combination of funds
should be explained in the budget message.

29 150-504-420 (Rev. 05-12)



If a budget line item description is changed, an old item is split into two or more new items, or two or more old
line items are combined, explain the change in a footnote or the budget message so a historical comparison can
be made.

Current year budgeted resources and expenditures

The detail sheets include a column for the estimated resources and expenditures adopted for the current fiscal
year. These amounts come from the current adopted budget document, as updated by any changes authorized
by governing body resolutions or ordinances and supplemental budgets adopted during the current year.

The historic and current year data provide a basis for comparison to the resources and expenditures for the
upcoming fiscal year.

Proposed resources and expenditures for upcoming fiscal year

For each fund, show the proposed resources and expenditures for the upcoming fiscal year. When all funds
balance (the fund resources are equal to the fund requirements), the budget officer can submit the budget to
the budget committee.

As the budget document moves through the budgeting process, it may be changed. After the budget committee
approves the budget for the coming year, update the budget detail sheets to show the amounts approved.

Finally, after the budget is adopted, update the detail sheets once more to show the amounts adopted.

Even if the budget committee or governing body make no changes to the budget, fill out the “Approved” and
“Adopted” columns to demonstrate that those steps of the budget process were taken.

The adopted budget eventually includes:
® The actual line item amounts experienced in the first and second preceding years.

¢ The adopted budget line item amounts for the current year (as amended to date) [ORS 294.358, renum-
bered from 294.376 and 294.456(2), renumbered from 294.435(2)].

® The detailed expenditures and resources estimated for each fund, organizational unit and program, by
line item in the proposed budget, the approved budget and the adopted budget for the upcoming year.

Detail sheets for schools

The forms described below are for use by non-school local governments. School districts should refer to the
“Program Budgeting and Accounting Manual,” published by the Oregon Department of Education, for their bud-
get detail format. Community colleges should refer to “Oregon Community College Accounting Manual, ” pub-
lished by the Oregon Department of Community Colleges and Workforce Development.

Detail sheets for cities, counties and special districts

You can request paper copies of the forms below by contacting the Finance and Taxation Unit of the Department
of Revenue at 503-945-8293, or find them on the internet at http://www.oregon.gov/dor/ptd/pages/localb.aspx.
Most of the forms on the web site can be filled out online and printed, or downloaded in spreadsheet format
and saved on your personal computer. Some local governments use other software, and that is fine, as long as
the information is presented in the required format.

Form LB-10 is used primarily for special revenue funds. Special revenue includes money from specific-purpose
local option taxes, certain grants and other dedicated sources. Resources and expenditures in special revenue
funds are generally limited to relatively few line items. Often, all resource and requirement items can be listed
and the requirements subtotaled by expenditure category on one page.

Form LB-11 is used to show the resources and requirements of a reserve fund. All or part of the amount in a
reserve fund may be budgeted as “reserved for future expenditure.” Alternatively, all or part of the amount in
a reserve fund may be budgeted for any expenditure items that fall within the purpose for which the reserve
fund was created. Expenditure items should be subtotaled by expenditure category and appropriated. The
amount reserved for future expenditure should not be appropriated.
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Form LB-20 is used to list all estimated budget resources, including the taxes necessary to balance the budget,
for the general fund or for any other fund with many resources and requirements. If an LB-20 is used for a
fund’s resources, a Form LB-30 and/or Form LB-31 is used to list the fund’s requirements.

Form LB-30 is designed to show a fund’s requirements, with summaries by the major object classifications of
personnel services, materials and services, and capital outlay. Estimates of transfers, contingency and unap-
propriated ending fund balance are shown separately at the bottom of the form. Whether you use this form or
a Form LB-31 depends on the size and complexity of your budget. Unless you modify the form in a spreadsheet,
the LB-30 is best used for funds that do not have programs or organizational units. However it can be used un-
modified for a fund that has programs or units with relatively few line items and for programs or units that do
not have special payments, debt service, or operating expenses that cannot be allocated to a particular program
or organizational unit.

Form LB-31 is used for detailed expenditure estimates when a fund, or a program or organizational unit
within a fund, has more line items than will fit in the lines provided under each expenditure category on the
Form LB-30. Group expenditure line items by object classification and insert a subtotal for each classification,
as on the LB-30. The LB-31 may also be used if a fund has special payments, debt service, or capital outlay or
operating expenses that cannot be allocated to a particular program or organizational unit (The LB-30 has no
place for these types of requirements unless you modify the form in a spreadsheet program). An estimate of
unappropriated ending fund balance is shown separately at the bottom of the form.

If you use a spreadsheet or other automated program for your detail requirement listing, group expenditure
line items by object classification for each program or organizational unit in a fund, and insert subtotals for
each of the object classifications as on the LB-30. Show special payments, debt service, transfers, capital outlay
or operating expenses that cannot be allocated to a particular program or organizational unit, operating con-
tingency and unappropriated ending fund balance at the end of each fund’s list of requirements.

The objective is to provide easily understood expenditure estimates for each program or organizational unit in
a fund, with subtotals by object classification.

Form LB-35 is designed only for bonded debt principal and interest payments. This form can be used for
general obligation bond or revenue bond funds. Be sure to check the box on the top of the form to indicate the
type of bonds. If a local government has several outstanding general obligation bonds, they may be combined
in one debt service fund. Budget revenue bonds in a separate fund from general obligation bonds. ORS 223.285
requires that Bancroft bonds (a type of revenue bond) be budgeted in a fund entitled “Bancroft Bond Redemption
Fund.” Do not combine general obligation bonds with revenue bonds on the same LB-35.

Each principal and interest payment must be listed individually as a line item, showing the issue date of the
bonds, the exact payment due date and the corresponding payment amount. This fully discloses all of the
expenditures. Those who use spreadsheets must also show each payment, with its due date, for each issue of
bonds.

The “Unappropriated Balance for Following Year” cannot exceed the amount necessary for principal and inter-
est payments that fall between July 1 and when property tax revenues are received in November or December.
The amount needed should take into consideration any other resources in the fund.

Interfund loans that were made from other sources of revenue to the debt service fund when tax collections
for the debt service levy fall short may be repaid from a debt service fund [ORS 294.368(3)(a)(B), renumbered
294.381(3)(a)(B)]. Such a repayment becomes a requirement of the debt service fund. The repayments should be
shown on the LB-35 as “Loan Repayment to ____ Fund.”

If the bonded indebtedness is a tax credit bond or other bond that bears interest that is includable in gross
income under the Internal Revenue Code, the debt service fund may include the deposits that the municipal
corporation has agreed to make in a sinking fund that is dedicated to pay the bonds. Such a reserve becomes
a requirement of the debt service fund. The reserve amount should be shown on the LB-35 as “Tax Credit Bond
Reserve.”

Form LB-36 is a supplement to Form LB-35. If there is not enough room on Form LB-35 to disclose all bond
interest and principal payments, use Form LB-36 to show the detailed information. Show the bond issue date,
due date, and the exact amount of principal or interest for each payment. Summarize the totals of principal
payments, interest payments and unappropriated fund balance on Form LB-35.
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Form LB-40 is no longer required by Local Budget Law to be a part of the budget document. However, this
information must be provided if requested [ORS 294.388(5), renumbered from 294.352(5)] and use of this form
to provide this information is optional. The form collects salary information for specific positions that are al-
located to more than one fund or organizational unit.

FORM
LB-10 SPECIAL FUND
RESOURCES AND REQUIREMENTS
Site & Station Special Revenue Fund Sample RFPD
(Fund) (Name of municipal corporation
Historical Data Budget Year 2009-10
Actual Adopted Budget DESCRIPTION Propsosed By Approved By Adopted By
Second Preceding First Preceding This Year RESOURCES AND REQUIREMENTS Budget Officer Budget Committee Governing Body
Year 2006-07 Year 2007-08 2008-09
RESOURCES
Beginning Fund Balance:
1 61,951 152,278 900 |1. Cashonhand * _(cash basis) or 3,000 3,000 3,000 1
2 2. Working Capital (accrual basis) 2
3 3. Previously levied taxes estimated to be received 3
4 9,623 3,554 1,500 |4. Earnings from temporary 1,000 1,000 1,000 4
5 85,308 45,000 18,000 |5. Transferred from other funds 10,000 10,000 10,000 5
6 6 6
7 7 7
8 8 8
9 156,882 200,832 20,400 [9. Total , except taxes to be levied 14,000 14,000 14,000 9
10 10. Taxes estimated to be received 0 0 0 10
11 11. Taxes collected in year levied 11
12 156,882 200,832 20,400 [12. TOTAL RESOURCES 14,000 14,000 14,000 | 12
REQUIREMENTS
1 4604 199549 17,400 |1 / 12,000 12,000 12,000 1
2 0 0 3,000 |2. Furnishings 2,000 2,000 2,000 2
3 3 3
4 4 4
5 5 5
6 6 6
7 7 7
8 8 8
9 9 9
10 10 10
1 " 11
12 12 12
13 13 13
14 14 14
15, 15 15
16 152,278 1,283 0 |16. RESERVED FOR FUTURE EXPENDITURE 0 0 0l 16
17, 156,882 200,832 20,400 [17. TOTAL REQUIREMENTS 14,000 14,000 14,000 | 17
* Includes Unappropriated Balance budgeted last year.
FORM
LB-11 RESERVE FUND Year this reserve fund will be reviewed to be continued or abolished.
This fund is authorized and established by resolution / ordinance number RESOURCES AND REQUIREMENTS Date can not be more than 10 years after establishment.
5-2001 on (date) June 10, 2001 for the followina specified purpose: Review Year: 2011
specified purposes:
Purchase of fire suppression equipment Equipment Reserve Fund Sample RFPD
(Fund) (Name of municipal corporation
Historical Data Budget Year 2009-10
Actual Adopted Budget DESCRIPTION Propsosed By Approved By Adopted By
Second Preceding First Preceding This Year RESOURCES AND REQUIREMENTS Budget Officer Budget Committee Governing Body
Year 2006-07 Year 2007-08 2008-09_
RESOURCES
Beginning Fund Balance:
1 27,200 48,000 [1. Cashonhand* (cash basis) or 33,400 33,400 33,400 1
2 2. Working Capital (accrual basis) 2
3 3. Previously levied taxes estimated to be received 3
4 661 1,604 1,700 |4. Earnings from temporary investments 2,000 2,000 2,800 4
5 26,539 20,000 24,500 [5. Transferred from other funds 15,000 15,000 15,000 5
6 6 6
7 7 7
8 8 8
9 27,200 48,804 74,200 |9. Total Resources, except taxes to be levied 50,400 50,400 51,200 9
10 10. Taxes estimated to be received 0 0 0 10
1" 11._Taxes collected in year levied "
12 27,200 48,804 74,200 (12. TOTAL RESOURCES 50,400 50,400 51,200 | 12
REQUIREMENTS
1 0 0 26,220 [1. Ambulance 26,300 26,300 26,300 1
2 0 0 10,500 |2. Fire apparatus 4,000 4,000 4,800 2
3 0 0 4,000 |3. Flame Retardent Helmets & Masks 0 0 0 3
4 4 4
5 TOTAL CAPITAL OUTLAY 30,300 30,300 31,100] 5
6 6 6
7 7 7
8 8 8
9 9 9
10 10 10
" 1" "
12 12 12
13 13 13
14 14 14
15 15 15
16 27,200 48,804 33,480 |16. RESERVED FOR FUTURE EXPENDITURE 20,100 20,100 20,100 | 16
17 27,200 48,804 74,200 |17. TOTAL REQUIREMENTS 50,400 50,400 51,200 | 17
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Examples—(continued)

FORM RESOURCES
LB-20
General Fund Sample RFPD
Fund (name of municipal corporation)
Historical Data Budget for Next Year 2009-10
Actual
- - Ad".ﬁ:z"i‘;‘:ge' Proposed By Approved By Adopted By
Second Preceding First Preceding 20'08_09 RESOURCE DESCRIPTION Budget Officer Budget Committee Governing Body
Year 2006-07 Year 2007-08
Beginning Fund Balance:
1 51,112 38,172 40,000 [1. Available cash on hand* (cash basis) or 40,000 40,000 40,300 1
2 2. Net working capital (accrual basis) 2
3 10,007 9,179 9,000 |3. Previously levied taxes estimated to be received 9,500 9,500 9,500 3
4 2,018 1,654 1,500 |4. Interest 1,500 1,500 1,200 4
5 5. OTHER RESOURCES 5
6 25,347 23,858 25,000 |6. services billed 28,000 28,000 28,000 6
7 6,000 6,000 6,000 |7. County 911 revenue 6,000 6,000 6,000 7
8 8
9 9 9
10 10 10
1 1" 11
12 12 12
13 13 13
14 14 14
15 15 15
16 16 16
17 17 17
18 18 18
19 19 19
20 20 20
21 21 21
22 22 22
23 23 23
24 24 24
25 25 25
26 26 2
27 27 27
28 28 28
29 94,484 78,863 81,500 [29. Total resources, except taxes to be levied 85,000 85,000 85,000 29
30 92,828 [30. Taxes estimated to be received 101,790 101,790 101,790 30
31 88,172 91,881 31. Taxes collected in year levied 31
32 182,656 170,744 174,328 |32. TOTAL RESOURCES 186,790 186,790 186,790 32
“Includes Unappropriated Balance Budgeted Last Year
EXPENDITURE SUMMARY
FORM BY FUND, ORGANIZATIONAL UNIT OR PROGRAM
LB-30 General Fund Sample RFPD
(name of organizational unit - fund) (name of municipal corporation)

yye Historical Data Adopted Buiger Budget For Next Year 2009-10
EXPENDITURE DESCRIPTION
Second Preceding First Preceding This Year Proprosed By Approved By Adopted By
Year 2006-07 Year 2007-08 2008-09 Budget Officer Budget Committee Governing Body
PERSONAL SERVICES
1 17,782 17,796 18,534 |1. Fire Chief 19,677 19,677 18,707 1
2 3,464 3,592 3,749 [2. Clerk 4,048 4,048 4,318 2
3 6,754 2,570 3,000 [3. Workers Comp Insurance 5,100 4,000 4,700 3
4 - 2,080 2,000 [4. Employee Benefits 2,400 2,400 2,400 4
5 5 5
6 6 6
7 28,000 26,038 27,283 |7. TOTAL PERSONAL SERVICES 31,225 30,125 30,125 7
MATERIALS AND SERVICES
8 14,543 14,359 16,000 [8. Insurance 18,000 18,000 18,000 | 8
9 5,018 5,383 6,000 [9. Office supplies & travel 7,500 8,000 8,000 9
10 2,142 3,378 5,000 [10. Utilities 5,000 5,000 5,000 10
u 9,284 10,556 13,600 |11. Gasoline, tires, batteries 14,000 14,500 14,500 | 11
12 11,760 9,064 14,150 |12. Vehicle & repair 15,000 15,000 15,000 12
13 15,579 16,377 20,500 |13. Contract services 13,500 12,600 12,600 | 13
14 58,326 59,117 75,250 [14. TOTAL MATERIALS AND SERVICES 73,000 73,100 73,100 14
CAPITAL OUTLAY
15 0 2,931 5,000 |15. Fire hose 5,000 6,000 5,200 15
16 16 16
17 17 17
18 18 18
19 19 19
20 20 20
21 0 2,931 5,000 [21. TOTAL CAPITAL OUTLAY 5,000 6,000 5,200 | 21
TRANSFERRED TO OTHER FUNDS
22 58,108 45,000 18,000 |22. Site & Station Special Fund 10,000 10,000 10,000 | 22
23 50 0 24,500 |23. Reserve Fund 15,000 15,000 15,000 | 23
24 24 24
25 7,500 [25. General Operating Contingency 28,340 28,340 28,340 | 25
58,158 45,000 50,000 [26 TOTAL TRANSFERS AND CONTINGENCIES 53,340 53,340 53,340
27 144,484 133,086 157,533 |27. TOTAL EXPENDITURES 162,565 162,565 161,765 | 27
28 38,172 37,658 16,795 [28. UNAPPROPRIATED ENDING FUND BALANCE 24,225 24,225 25,025 | 28
29 182,656 170,744 174,328 [29. TOTAL 186,790 186,790 186,790 | 29
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