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Who is the Auditor
of Public Accounts?

administrative staff, legal counsel,
interns and the Elected State

- Approximately 45 audit staff, 2
‘ Auditor

Today’s Agenda

Role of County Board and Officials
Role of County Board and Other Subdivisions
Role of State Auditor

Budget Formula

Cash Reserves

Taxing Authority

Levy Limit
Lid Limit

Budget Amendments
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Role of County Board and Officials

« Counties are subject to both the Nebraska Budget Act
(Chapter 13, Article 5) AND the County Budget Act of
1937 (Chapter 23, Article 9)

« Statute 23-906

« Finance Committee is considered the budget-making authority,
unless the Board appoints someone else

+ On or before August 1% budget-making authority shall prepare
the county budget and provide to County Board

+ Summary of proposed budget must be published four days prior
to budget hearing (can include day of publication, but not day of
hearing)

+ Full County Board shall review the budget
prepared by the budget-making authority

- Can make changes, but must have a hearing
with the office or Department affected

Role of
County mm Statute
Board and . SB:sgeer::ﬂ];‘:S;O?: adopted on or before
Officials

- Budget must show changes made by the
County Board during it's review, revision, and
adoption of the budget (Officials Request,
Proposed, Adopted)

Role of County Board and Officials

« Each Official and Department Head needs to be thinking about what
their budget needs are for the upcoming year
- Do you need new computers? Other new equipment?
- Legislative changes that are going to result in additional costs? Or
additional revenue?
- Example: LB 644 — additional costs for postcards, publication of joint hearing etc.
Also additional revenue received because cost of postcards can be billed back to
participating subdivisions

* Other changes that need to be accounted for in the budget?

+ Typically start thinking about filling out Official’s budget requests in May
~June timeframe, but should be always kept in the back of your head.
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Role of County Board and Officials

m Statute 23-916 —

* No officer, department, or other expending
agency can exceed adopted budget

m Statute 23-919 —

* Guilty of Class IV misdemeanor and subject
to removal from office if budget is exceeded

Level of Budgetary
Control

* General Fund:
* At Function level (ie. Treasurer, Clerk, Assessor, etc.).
« Each office is held to their total budget
+ Can reallocate budget authority within fund by Resolution
of County Boar

- Other Funds:
+ At Fund level
« Cannot exceed total budgeted disbursements for the fund
* NOT a line-item budget
« Increasing total budget authority for any fund requires
budget amendment (publication, hearing, re-adoption
of amended budget)

Statute 13-506 primary statute addressing
budget hearing requirements

Must be held separately from any regularly
scheduled hearing and cannot be limited by
time

Budget Purpose of hearing is to get input from the
Hearlng taxpayers — and then go back and finalize

. budget after considering their input
Reminders

Intent of the statute is not to have hearing and
adopt the budget on the same day

Schedule budget hearing as early as possible
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Role of County Board and Other
Governments

» County has total $0.50 of levy authority
« Set by NE Constitution — require vote of the people to change

« Can allocate up to $0.15 of this authority to other smaller
governments in the County.

« Smaller governments in the County must obtain authority
to tax from County Board

« Ag Society, Fire District, Townships, Cemetery Districts, Hospital
Districts, ete.

* Must provide resolution requesting levy authority to County
by August 1t
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Role of County Board and Other
Governments

« Authority allocated to other districts counts against
County’s $0.50 of authority.

« Example: $0.10 to Townships, $0.01 to Ag Society, and $0.04 to Fire
Districts — only $0.35 left for County budget

* Must respond to request by September 15t — Approve as
requested, deny completely, or approve different amount

* Must go to vote if they do not like authority given to them
by County

« If authority obtained through a vote, does not count against
County’s $0.50

11

Fire Districts

- Fire Districts may have 10.5 cent levy
without vote if:

« County levy is over 40 cents in previous
year, or

+ County Board denied the District levy
authority in any of the 3 previous years

- If Fire District obtains levy authority
through 10.5 cent provision — does not
count against County’s $0.50 levy limit
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Levy Setting Reminders

Statute 77-1601 prin atute addry

bdivisions in your County for them to review
der requiring them to respond stating they agree with the levy that was set for
their entity

st day to correct a clerical error that resulted in the calculation f an

State Auditor’s Role in Budget
Process

- Why am I talking to you today?
+ § 23-905 outlines that forms shall be prescribed by State Auditor
+ § 13-506 outlines that State Auditor may review budgets for errors, and
noncompliance w/ Budget Act
+ § 13-504 requires material errors in the budget that are detected by State
Auditor to be corrected

« A total of 2,431 budgets/budget waivers for 2021-2022 budgets were
received and reviewed

14

Nebraska Budget Ac
13-501 to 13-513

Budget Limitations (Lid on Res
+13-518 to 13-522

Imp ortant County Budget Act

*+23-901 to 23-920
Budget .

[
Statutes SyEEm
+ 77-1601

result of LB644)




Budget Formula

- Budget Formula:

- Necessary Cash Reserve + Budgeted Disbursements = Total
Requirements

- Beginning Fund Balance + Budgeted Receipts other than Property Taxes
+ Property Taxes = Total Resources Available

- Total Requirements MUST equal Total Resources Available
- In other words, the amount of money you need, must equal the amount of

money you have available, in order to present a balanced budget

- Property Tax Request becomes a plug number in order to
balance the budget
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Budget Formula

- Example: General Fund

Fund Balance at 6/30/21 1,000,000
Budgeted Revenue other than Property Tax 5,000,000
Total Resources Available Before Property

Tax 6,000,000
Budgeted Disbursements 8,000,000
Necessary Cash Reserve 2,000,000
Total Requirements 10,000,000
Tax Request required to balance budget 4,000,000

17

Budget Formula

« Focus of budget discussion is commonly on disbursements, but
budgeting revenue is also a very important component of the budget
process

« If budgeted receipts are too high, or too low — Property Tax request
could be too high or too low

- Example:

- Budgeted receipts other than property taxes of $2,000,000, and a cash
reserve of $1,000,000

+ If actual receipts other than property taxes come in at $1,500,000 — cash
reserve goes down to only $500,000

+ If actual receipts other than property taxes come in at $2,500,000 —
Property tax request could have been lowed by $500,000 and still
maintained the same cash reserve

18




5/16/2022

Budget
Formula

You do not receive this money in
addition to your property tax request —
a portion of your property tax request is
just paid by the State of Nebraska
rather than the local property owners.

Cash Reserves

Budget # Money in the Bank

- Just because you have budget authority does not
mean you have money in the bank to pay the bills.

- Budget may say you can buy a new motor grader, but
if the Road Fund does not have actual money, you
cannot pay for it.

- May need to pay for it out of a fund that does have

money, or transfer money from another fund.

« Treasurer has the Fund Balances, need to make sure
how much money is in the Funds (Bank) prior to
approving claims

20

Cash Reserves - Timeline

Fiscal Year Begins First Half of Taxes Collected

BT ST
T T

Budget is Adopted Second Half of Taxes Collected

21
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Property Taxes to fund the
budget do not start coming in
Cash until fiscal year is almost over

Reserves -
Timeline

Cash Reserves

Need to get more money coming into the fund or reduce money
going out of the fund

Cash Reserves

- Be very careful if your County is consistently relying on the
Inheritance Fund to address cash reserve issues. Estimated
15% reduction due to LB 310.

- No guarantee Inheritance Taxes will be around forever. How would
our County respond to the elimination of Inheritance Taxes?

« Some financial advisors recommend a minimum 25% cash reserve
- In other words, you should have enough money to pay at least three
months worth of expenses

24



Taxing Authority

- County is a creature of statute and only has the authority specifically
granted by the Statutes.

According to the Nebraska Supreme Court:

Acounty in this state s a creature of statute and has no inherent authority. It has only such
powers as are expressly conferred upon it by statute, and such as are incidentally
md.sFensame {0 carmy o effect those expressly graned it A grant of power 1o 3 couny is

strctly construed, and any fair and reasonable doubt of th extstence of the powet i esolved
g2t the coundy. Stae e rel. Johnson v Gage Couny, 154 Neb. 622, 826,49 NWL2d 6

- That means: If you are levying a tax in a specific fund — you must be
S}E)le 'i:? po(;nt to a specific statute providing authority for'a tax request in
that Fun

- APA’s County Accounting Manual has statutory citations for any funds
created by statute.
;I‘h a starting point to review if the authorizing statute provides for a tax
evy
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Taxing Authority

- Example: Neb. Rev. Stat. § 2-229 provides for a tax levy

The county board may, subject to section 77-3442, levy such amount of
taxes as may be necessary but not to exceed the amount actually
regmred for Lounty fair purposes. mcludmg Ldpllal construction on

, repair, of county
fazrgrounds Such tax shall be lewed and collected in like manner as
general taxes for the county.

Statute must specifically discuss levying of a tax

26

Taxing Authority — Road Fund

« Neb. Rev. Stat. § 39-1904

The county board may levy the same rate of county road tax upon the property within
cities and villages as is levied upon the property in the county not within cities and
villages. One-half of such tax collected within cities or villages, when collected, shall be
paid to the cities or villages within the county where levied to be used for the
construction, improvement, or maintenance of municipal streets and alleys; and the
remaining portion of such tax, when collected, shall be placed in the county road fund to
be expended by the county board for construction, improvement, or maintenance of the
roads and bridges in the county.

- If you do not want to share taxes with the cities and villages, taxes should be
levied in the General Fund and transferred to the Road Fund (instead of levying
in the Road Fund directly)

27



https://nebraskalegislature.gov/laws/statutes.php?statute=77-3442

County Funds

Recommend periodically r g the Funds your County is using — Do
you still need
Frequently see al funds with little to no activity during

Board action is r¢
what to do with

Board approval is e a new County Fund
Resolution from the Count; rd should identify the following:

What money should go into the new fund
What the money in that fund can be used for

Remember — Neb. Rev. Stat 0 gns responsibility for managing
the County’s

5/16/2022

Accounting Code Manual

- Make sure the Fund, expenditure and revenue code numbers you are using
match the State Auditor’s Accounting Code Manual.

- Neb. Rev. Stat. § 23-1611 requires counties with population less than 100k
to use State Auditor’s codes.
- No authority to be using codes that are not in the manual
+ No authority to be using codes for a different purpose than identified in the manual

- If you think you need a new code that is not in the Manual, need to contact
State Auditor’s office.
+ Current plan is for Rachel to handle the Accounting Code Manual

« Current Accounting Code manual on State Auditor’s website (Local

Government > County Information > County Manual

29

Levy Limit
« County has overall levy limit of 50 cent (Constitution)

+ Included in the 50 cents:
+ County Budget
- Fire Districts (unless quality for 10.5 cent provision)
* Townships
* Ag Society
* Historical Society
* Any other small subdivision that does not have a levy limit in Statute
77-3442
+ Determination is based on each tax district
- No property owner should be paying more than $0.50 when levies of all
these entities are added together, unless additional authority obtained
through Vote or Townhall meeting.

30

10
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‘COUNTY LEVY LIMIT FORM
opey s bond
porssbuociil et |, Vi
- B wgert Totey.istey
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Levy Limit Soummo oo
i
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Coury ey

s e sgnane o tericn agreements
Other entiespropenty tases desinaced for mierocs areements

Totai Coury tevy Acthery (Carmot exceed S0 cents) 04500 1y

000000
otrer Lrgest Geners Levy Authorty grovied b
Loges peasbe dstret b

County Board sahrzed them 3 have.
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Lid on Restricted Funds

Lid limits how much the County can generate (ie. budget to re

No limit on how much can be s

Current lid began in 1998

owed to inc

Authority car from year to year — do not lose authority
not use it

Base 2.5% - Statutes allow everyone to
increase authority by 2.5% every year
without any action required

Allowable
Increases to
Authority

Additional 1% increase if approved by 75%
of the Board present at the meeting

Additional amount approved by the Voters

11
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Beginaiug Authoriy 000,000

Allowable Increases to
Authority — Example

E 3.5 Inerease
0 38000

1108718
L147,523
1157686

- Decisions made to today regarding approval of
additional 1% increase will impact the County in the
future

1,229,355
1.2

- Example County that approved the additional 1%
increase every year would have additional $474,603
of authority over a County that never approved it

- Does not mean you are increasing taxes — only
giving yourself the authority to do so if necesss

61,51

1808726 FTy
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[ CURRENT YEAR ALLOWABLE INCREASES
[ s comarox cacoarmcacase wom

[ auwowssi asown pts i sz sson wwes 3

10070 gt

ADOITIONAL ONE PR ACENT BOARD APPROVED MCREASE

o ver' b Gomning Bosyal

ATTACH A COPY OF THE BOARD MM

o]

SPLCIAL ELICTION - VOTER APPROVED % NCRLA
Fleves Atich Bt Sample and Elecson s

UNE (12 MST BE GREATER THAK OR EGUAL TO ZERO OR YOU ARE I WOLATION OF THE L LAW.

What are “Restricted Funds”

- Legislature has grouped various types of receipts together and
labeled them “Restricted Funds”
- Property Taxes
- Motor Vehicle Pro-Rate
- In-Lieu of Tax Payments (Public Power Districts)
+ Prior Year Capital Improvements excluded, but not spent
- Motor Vehicle Tax
+ Local Option Sales Tax
+ Transfers of Surplus Fees
- Insurance Premium Tax
- Nameplate Capacity Tax
- Motor Vehicle Tax
- License or Occupation Tax

36

12



5/16/2022

[ Calculation of Restricied Funds

Total Perscnal and Real Fropisty Tas Requiremers

Wotar Verick Pre-Rae

In-Lisw of T Payments

Pricr Y sar Buagetsd Captal | morovemantsthatwers excuded Fom Restnctes Funds
Pior Ve Captal Ingrovements Excluted m ResrQeaFuncs ¢
{FIm Pror Year L Suppor, L (18]
LE §5: Amount Spent During 2020-2021 3
LE §8: Amount Expacted to e Spart in Futirs Budget Yews s

Amourt 1o be incded 5 Reskicled F I (Ganmat Bo A Negoeve Numos:)

Motar Vericks Tax

Lozl Opfion Sales Tax

Transiers of Surphus Fees

ccess Tax Coledions REWMed 1 Courty (Sue 77-1775)

Inurance Promium Tax

Namesiste Capacy Tax

Wotar Vericis Fes

e moLrsement of nagent Dsterss Senies

Uense or Ocoupation Tax (atute 77-27.222)

TOTAL RESTRICTED FUNDS (4)

Restricted
Funds

«Example: County is receiving Insurance
Premium Taxes from the State of $75,000. In
order to stay within Restricted Funds authority,
Property Tax Request must be decreased by
$75,000.

Exceptions to the Lid

« If Restricted Funds will be used for certain types of expenditures,
those taxes can be “excluded” from the Lid
* In other words, restricted funds generated for these purposes are not subject to
e limi:

- Common Exceptions to the Lid:
« Capital Improvements
« Purchase of Land
- Improvements to Land
* Does NOT include equipment
* Interlocal Agreements
- Exemption is only for the County portion
* Bonded Indebtedness

Must be using restricted funds to pay for the exceptions

39
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Lid Exceptions

Gaptal Improvemerts (Real Property and | mprovements
on Real Property)
LESS: Amount of prior year capital improvements that were excludes
were nat spent dgeted thi

fiscalyear (cannot
oe lid calcLiation.)
Aarees o Line (6).

Allowable Gaptal Improvenents

Bonded Indeble dness

Public Faclties Construction Projects (Statutes 72-2301 to 72-2308)

Interlocal Agreementsiloint Public Ageney Agreements

PubIiG Safety Communication Project (Statute 86-416)

Judgments

Refund of Property Taxes to Taipayers

Repars to Infrastructure Damaged by a Natural Disaster

TOTAL LID EXCEPTIONS (B)

Unused Restricted Funds Authority

+ Must be a positive number to be in compliance with the Lid

- Represents the amount of restricted funds that could have been
included in the County’s budget, but weren’t

- No benefit to taking exceptions you don’t need to stay within your
authority (as laws are currently written)
+ Unused authority of $1,000,000 is not any “better” than unused authority
of $0. Both are in compliance with the Lid.

- Unused Authority is not a good indicator of Financial Health

+ Be careful comparing to other County’s
exceptions available

may not have taken all

41

Capital Improvements Exception

- Capital Improvement exceptions taken, but not spent, must be included as a
Restricted Fund the following year.

- Example:
+ County takes a $1,000,000 Capital Improvement Exception on 2020-2021 budget.
+ County only actually spends $250,000 during the 2020-2021 fiscal year.
+ §750,000 not spent is added in as a restricted fund for the 2021-2022 budget
- Does the County have authority for this extra $750,0007
+ If not, may force reduction in Property Tax Request

Strongly recommend against taking Capital
Improvement Exceptions you do not need

42
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Capital Improvements Exception

. Example
- County budget is completed and Lid Computation Form shows Unused
Aethority oF §1.000,000 (Lane 12)
* £750.000 Capital Improvement Exception was taken on Lid Supporting
Schedule (Line 18)

- $750,000 Capital was not Y.
- Unused Authority would still be $250,000 without Capital Improvement
Exception

- Remember — No benefit to taking Unused Authority larger than necessary
~ only needs to be positive number to be in compliance with the Lid

* Not necessarily“wrong” to b taking Capital Improvement Exceptions that
are not needer e County is unnecessarily obligating themselves to
spend the money on Capital Improvements

5/16/2022
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What Qualifies for Capital
Improvement Exception?

+ Purchase of land or improvements to land

+ Must be pai

for with Restricted Funds

- Examples of allowable exceptions:
* Purchase of land for new jail paid for with property taxes
h ind paid for with property taxes
* Construction of new road paid for with property taxes

- Examples of NOT allowable exceptions:
+ Purchase of land for new jail paid for with Bond Proceeds
* Construction of new road paid for with Highway Allocation money
+ Purchase of new vehicle
* Purchase of new office equipment
+ Purchase of Motor Grader
* Purchase of new computers

44

Budget Amendments

n reallocate budget authority within General Fund by resolution of the

County Board
D not require publication, h ng as total General Fund budget
does not increase

If total budget of any Cou
amendment procedur
Publish Notice, Hold Hearing, Board adopts amended budget

Amendment must b proved PRIOR to the end of the fi

Amended budget must be filed w/ Aud;
Pages of the budget that changed
f Publication for Budget Amendment N

15
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APA Website

- All budgets are uploaded to APA website for anyone
to review.
Local Government > Search Budgets

+ Additional budget instructions and other guidance
materials available
+ FAQs, Instruction Manual, Significant State Statutes,
Budget Timeline, Sample Forms, etc.

- Please let me know if you have ideas of anything
that would help everyone through the budget
process

- No guarantee it will be possible — but open to input

- Updated Forms and other guidance materials
should be available in June

Budget Submission to State Auditor

- Two options for submitting budget to State Auditor’s
Office:
- Hardcopy through the mail A

- Electronic PDF copy submitted through APA’s website

- Submissions through website receive a confirmation of
receipt

- We do not provide confirmation receipts for budgets
received in the mail

- No news is good news — we do not contact you notifying
you that the budget has been reviewed with no issues
noted

- Only contact you if corrections are needed, or if there
are other items we need to bring to your attention.

a7

2022 Legislative Changes

- LB 807
* Makes clear Non-Profit Historical Societies have two options to receive tax funding:

* 1) Receive allocation of levy authority from County Board; Historical Society must complete
separate budget and file w/ County Clerk and State Auditor (same as Ag. Society or other
smaller governmentsin County)

* 2) Receive a “funding request” from the County

* No separate levy will be set for Historical Society — instead will just be paid from General Funds of the
nty

* Requires Historical Society to make report to County Board within one year after receiving funding, and
prior to payment of any 3 quest was used

48
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2022 Legislative Changes

- LB 807

+ Removes language regarding including Historical Society Budget and Audit
with County Budget and Audit

+ Not practical to include two separate entities in one audit and budget

+ Historical Societies already included in list of entities that are required to file
audit report with APA annually (per §84-304)

49

2022 Legislative Changes

-LB 1165

+ Clarifies that taxes can be levied for bonds that have been issued or
authorized to be issued by the governing body or the legal voters of the
political subdivision

- LB 927
- Introduced as clean-up bill for LB 644
« Originally introduced as LB 1250, then amended onto LB 927
- More information in afternoon presentation

50

Questions?

- Jeff Schreier, Senior Auditor-in-
Charge

- jeff.schreier@nebraska.gov

- 402-471-2111
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