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LIMITED STAFF LIMITED 
RESOURCES

“BIG CITY” 
PROBLEMS
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City finances are organized by fund based upon 
function and purpose
City finances are organized by fund based upon 
function and purpose

Each fund is a separate, self-contained set of accounts, 
assets, liabilities, revenues and expenditures
Each fund is a separate, self-contained set of accounts, 
assets, liabilities, revenues and expenditures

Smaller cities can operate with only one fund while 
larger entities may have hundreds
Smaller cities can operate with only one fund while 
larger entities may have hundreds
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WHY 
PREPARE A 
BUDGET?

It’s the Law!

It Controls Spending

It Determines Tax 
Rate

It Provides 
Accountability
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Several exist
 Incremental budget
 Zero-based budget
 Program or service-specific 

budget

There is no wrong way

Size doesn’t matter

Pick the appropriate one for 
your organization
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• Recurring Revenues >= 
Recurring Expenditures

Structurally 
Balanced 
Budget

Structurally 
Balanced 
Budget

• Beginning Reserves Plus 
Revenues >= Expenditures

Mathematically 
Balanced 
Budget

Mathematically 
Balanced 
Budget
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Budgets do not have to be 100% 
accurate

The tolerance for inaccuracy 
depends upon a variety of things
 Reserve levels within each fund
 Governing body’s acceptance of 

“errors”
 Amendment process
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Proposed Budget
• Filed with city secretary at least 30 days before adoption
• Posted on website

Proposed Budget
• Filed with city secretary at least 30 days before adoption
• Posted on website

Budget Hearing
• At least 15 days after filed and before the date of tax levy
• Hearing notice in paper between 10 and 30 days before hearing
• Action taken at end of hearing

Budget Hearing
• At least 15 days after filed and before the date of tax levy
• Hearing notice in paper between 10 and 30 days before hearing
• Action taken at end of hearing

Budget Adoption
• Adopt after budget hearing but before tax rate adoption
• Separate ratification vote if more property tax revenue
• Early adoption if tax rate will exceed the voter-approval rate

Budget Adoption
• Adopt after budget hearing but before tax rate adoption
• Separate ratification vote if more property tax revenue
• Early adoption if tax rate will exceed the voter-approval rate
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Texas LGC sets only minimum 
requirements

Budget can be one page to 
several hundred pages

Numbers are boring

Budget document should tell 
your story
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Reliable and relatively stable 
source of revenue

Residential component can 
constrain revenue growth
 Increase to residential property value is 

limited by law
 Tax exemptions can reduce value 

considerably 
 Residential taxpayers are also voters!

Commercial and industrial 
property values are less 
predictable
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Appraisal District preliminary estimatesAppraisal District preliminary estimates

Texas A&M Real Estate CenterTexas A&M Real Estate Center

Local real estate associationsLocal real estate associations

General economic news about communityGeneral economic news about community
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Appraisal District provides preliminary valuesAppraisal District provides preliminary values

Governing body drafts budgetsGoverning body drafts budgets

Property values are certified and designated 
officer calculates NNR and VAR tax rates
Property values are certified and designated 
officer calculates NNR and VAR tax rates

Governing body proposes rate to adopt and 
holds hearings
Governing body proposes rate to adopt and 
holds hearings

Governing body adopts tax rate in August or 
September 
Governing body adopts tax rate in August or 
September 

SALES TAX
Sales tax can contribute a large 

amount of revenue, but it is much 
more volatile than other sources

 It is susceptible to changes in the 
economy, even at national and 
international levels

Higher reserve levels are 
required in funds that rely upon 
sales tax revenue
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Sales tax 
permits
Sales tax 
permits

Press 
releases

Press 
releases

Comptroller’s 
confidential 

report

Comptroller’s 
confidential 

report

Federal 
Reserve
Federal 
Reserve
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Federal grant funding is 
becoming a significant part of 
some budgets

Don’t forget your city-match
Avoid supplanting of 

expenditures and debarred 
vendors

A compliance or “single audit” 
is required if expenditures 
exceed $750,000

Be aware of burdensome grant 
terms and conditions
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A city may transfer money 
between funds

The transfer is typically 
based upon the value of 
services provided by the 
receiving fund

There should be a written 
document describing the 
purpose and amount of each 
transfer
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USE OF RESERVES
Planned use of accumulated 

reserves is an acceptable 
source of revenue

Best if used for one-time or 
capital expenditures

Drawing down reserves for 
recurring expenditures can be 
a sign of distress
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How much is too much?

PREPARING AN 
EXPENDITURE 
BUDGET
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Personnel costs comprise 
65% - 75% of most budgets

Easy to predict with 
reasonable accuracy

Create a personnel 
calculator
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Cities often issue bonds to pay 
for capital expenditures

Debt is not a bad thing nor is it 
a good thing
 It levels payments over time
 Constituents who benefit are 

paying for it
 It increases the overall cost of a 

project

Once the project is approved, 
debt is simply one means for 
financing it
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Plan ahead

Create a CIP

Include maintenance

Update annually
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CAPITAL REPLACEMENT PLANS

GFOA recommends a written 
policy for the renewal and 
replacement of assets

Ensures funding is available 
when asset must be replaced

Smooths the budgetary effect 
of acquisitions

Evaluate contributions 
regularly

30

29

30



16

Use your general ledger to predict trends
 Use averages to determine typical expenditure levels
 Remove any one-time items
 Adjust for seasonality if necessary
 Determine historical growth rates 

 Identify any large variances between years
 What are the causes?
 Will it continue or was it one-time?

Avoid the “what-if” factor
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BUDGET MONITORING
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A vital responsibility of elected officials is monitoring 
performance against the adopted annual budget
A vital responsibility of elected officials is monitoring 
performance against the adopted annual budget

The governing body should receive budget-to-actual 
comparisons at least quarterly throughout the year
The governing body should receive budget-to-actual 
comparisons at least quarterly throughout the year

An annual financial report should be completed 
timely and audited
An annual financial report should be completed 
timely and audited
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Prepare an Annual Comprehensive Financial Report (ACFR)Prepare an Annual Comprehensive Financial Report (ACFR)

It provides accountability and stewardshipIt provides accountability and stewardship

It allows some comparability to other communitiesIt allows some comparability to other communities

It is required to meet continuing disclosure requirementsIt is required to meet continuing disclosure requirements
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Compliance 
report to 

MSRB/EMMA

Compliance 
report to 

MSRB/EMMA
Debt reportDebt report Hotel occupancy 

tax report
Hotel occupancy 

tax report
Tax increment 

financing report
Tax increment 

financing report

Economic 
development 
corporation 

report

Economic 
development 
corporation 

report

Chapter 380/381 
report

Chapter 380/381 
report

Eminent domain 
report

Eminent domain 
report
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“FORECASTS MAY TELL YOU A GREAT 
DEAL ABOUT THE FORECASTER; THEY 
TELL YOU NOTHING ABOUT THE FUTURE”

-WARREN BUFFETT
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• Can result in budget shortfalls if results 
don’t appear

• An optimist may rarely hit assumption 
targets

An optimist may use 
overly aggressive 

revenue assumptions 
over time

An optimist may use 
overly aggressive 

revenue assumptions 
over time

• Can result in unnecessary budget cuts
• Often exceeding assumption targets is 

indicative of a pessimist

A pessimist may 
budget too 

conservatively

A pessimist may 
budget too 

conservatively
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Rule #1: The numbers are wrong!Rule #1: The numbers are wrong!

Rule #2: Inaccuracy grows as the term extendsRule #2: Inaccuracy grows as the term extends

Forecast only what is known rather than what might occurForecast only what is known rather than what might occur

Agree on assumptions and math does the restAgree on assumptions and math does the rest
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QUESTIONS?
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Mike Rodgers 
Director of Finance
City of Belton, Texas
254.933.5808
mrodgers@beltontexas.gov
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