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Budgeting Basics

The annual budget for a municipality is a “cash basis” budget.

• True – for revenue with a few exceptions. Meaning you cannot 
anticipate more in revenue for an Anticipated Revenue than you 
collected in the prior year.

• False – for appropriations. Your budget appropriations have a 2 year 
“life” and are charged in full to operations in the budget year.

• This is a very conservative basis of accounting unique to New Jersey.



Budget Calendar

• Budget Introduction – February 10th

• Filing of Budget with DLGS – 3 days after approval of Introduced Budget 
by Governing Body.

• Publication of Introduced Budget – 10 days prior to adoption in a 
newspaper circulated within the town. 
– The budget must also be posted to the municipality’s website.

• Public Hearing on Budget – at least 28 days after introduction.

• Budget Adoption – March 20th, after Public Hearing. 
– Public Hearing and Adoption can be at the same Governing Body meeting.
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Budget CAPs

• Tax Levy CAP is 2% with certain adjustments.
– Adjustments include Capital Appropriations, Debt Service, Certain Emergencies, new 

Ratables, Health Benefits & Pensions – each offset by associated revenue.

• Budget Appropriation CAP is up to 3.5% with certain adjustments.
– Adjustments include Capital Appropriations, Debt Service, Certain Emergencies, 

Health Benefits increase if in excess of State Health Benefits Plan increase. 
– For 2020 budgets the Cost of Living Adjustment (“COLA”) is 2.5% but can be 

increased to 3.5% with a COLA ordinance.
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• The budget process should start with the administration several months 
prior to year end. The process should reflect the municipality’s policy, 
expectations and goals.

• We believe communication of the municipality’s policy, expectations 
and goals of the Governing Body should occur early in the process with 
regular progress updates.

• Consider starting a multi-year budget, perhaps 2-3 years. This can be 
accomplished but it takes time and effort to produce a realistic multi-
year budget.

• Why prepare a multi-year budget?
– Because the decisions you undertake now will affect your budget and finances for 

years.
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• Consider developing a long-term capital and debt management plan.

• The State requires a capital plan of up to 6 years depending on the size 
of your municipality.

• A minimum 10 year capital and debt management plan, which is 
updated annually, provides structure and stability to guide your 
Governing Body and future Governing Bodies.

• Get your auditor involved in the budget/financial planning process. 
While we do not get involved in the minute details, we generally help 
with the overall plan and assist you in achieving your goals.
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• How many governing bodies meet with or speak to the auditor outside of 
the audit presentation at a public meeting?

• How many times do you have a question about a specific area or function 
within the town that you would like the audit to focus on?

• How many recommendations should a municipality have in its Audit 
Report?

• How could the audit be more beneficial for you?

• Communication with the Business Administrator, Chief Financial Officer, 
and the Governing Body can be critical to providing the best audit for your 
Municipality.

Communication



The type of audit performed for municipalities is a financial statement audit.

• An audit involves performing procedures to obtain audit evidence about the 
amounts and disclosures in the financial statements.

• The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, 
whether due to fraud or error.

• How do auditors accomplish these goals?
➢ We review and assess the Municipality’s internal controls
➢ We test the internal controls (a common misconception is that every transaction is 

looked at during the audit)
➢ We perform substantive procedures to test balances, etc.
➢ We perform compliance procedures to test compliance with laws, etc.

• We do not perform an operating efficiency audit

• We do not perform a forensic audit

What is an audit?



• New school district client – Hired us to perform a review of the internal controls 
of the district’s purchasing and cash disbursements cycle.

• 5 people were involved in the process in the business office:

➢ 2 Accounts Payable Clerks

➢ 1 Accounts Payable Manager

➢ Board Secretary

➢ School Business Administrator

• We presented the report with a few suggestions. Most important one involved 
adjusting a simple procedure to improve internal controls.

• The business administrator called us 5 months later to inform us that one of the 
accounts payable clerks was stealing money. We performed a forensic 
engagement to determine the amount of the theft.

Non-Financial Statement Service:

Agreed-Upon Procedures



Questions?



Jocelyn Mathiasen, Chatham Borough

Thad Kobylarz, Chatham Borough

Bill Chegwidden, Wharton Borough

Panel Discussion
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