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New Topic for LFM? 
“How Strategic Planning Can Help Put Budgeting in Perspective” 1981 
“An Argument for a Golden Years’ Trust Fund” January 1986 
“Financial Planning Fundamentals – Can you Handle the Truth?” April 1998 
“An Elected Official Workshop Trilogy” October 1989. 
“A Methodology & Rationale for Calculating the Average Age of Your City” 
"The Financial Functions Overlaid with Managerial Functions: Emphasizing the 
 Management in Financial Management” October 1999 
"Capital Project Management: Do It Right on the Front End or Suffer the Forensic 
 Audit on the Back End” July 2000 
“The Value of Comparative Data – Parts I-III 1998 
"The Basics of Budgeting for Newly Elected Officials" June 2000  
“The Not-So-Visible Costs of Fringe Benefits and Leave Benefits” June 2002 
“About Those Leave Policies: A Follow-Up to a Previous Article” October 2002 
“Zero-Base Budgeting Revisited” February 2003 
“Understanding Budget Arithmetic” June 2003 
“Please Don’t Bring Me a Problem Without a Solution: A Message from 
 Management” October 2005 
“The Need to Replace Public Debate with Community Dialogue” July 2006  



Objectives 

• To begin a conversation, a meaningful dialogue. 
• To give an overview of an imaginary college course. 
• To help formulate and articulate a number of critical stories. 
• To be constructive and supportive in OUR communities. 
• Look at ways to measure how well our local governments 

are doing. 
• Evaluate ways we will know when we start having the 

characteristics of a Detroit. 
• Deputize intelligent people to deal with facts and to 

encourage local governments to make responsible decisions 
today with an eye toward the future. 



Personal View 
Scouts: leave the campsite in better condition than you found it. 

 

Rotarian Four Way Test: Is it the truth? Is it fair to all concerned? Will it build 

good will and better friendships? Will it be beneficial to all concerned? 
 

Visionaries & Fiduciaries: There has never been a great city built by an 

accountant. But accountants usually don’t drive a city to bankruptcy. 
 

Robust/Balance: “Make all you can, spend all you can, save all you can and give all 

you can.” 
 

No retirement community for me: I want to be around young families in a 

vibrant, clean and safe city with well maintained facilities, infrastructure and amenities. 
 

Got to stop ambiguity: “Some of my friends are for it, and some of my friends 

are against it. As for me I vote in favor of my friends.” 
 

Be constructive and supportive: Anybody can find a reason to be a cheap, 

grouchy, unhappy, venom spewing naysayer. 





Lewis 

Cowboy Stadium. 
Ranger Stadium. 
Reunion Arena. 
I-35. 
I-635. 
Prestonwood Mall. 
www.deadmalls.com 

Astrodome. 
Flagship Hotel. 
Jack Tar Hotel 



If you knew there was a 
pretty good chance that your 
City would be bankrupt at 
some point in the future, 
wouldn’t you want to know the 
sequence of events that led up 
to that action and take 
preventative measures today? 
 
 
Hemmingway’s character in 
The Sun Always Rises: How 

did you go bankrupt? Two 
ways: gradually … 
then suddenly! 
 
No need to guess: we have 
many examples in the U.S. and 
perhaps some even locally. 



Stakeholders 
 

• Citizens. 
• Elected Officials/Boards/Commissions. 
• Employees. 
• Bond Holders (Covenants). 

• Financial Advisors. 
• Bond Counsel. 
• Rating Agencies. 
• Insurers. 

• Vendors/Contractors. 
• Adjacent Cities. 

• Traffic. 
• Stormwater Drainage. 

• School Districts. 
• Counties/State. 
• Hospital District. 
• Chambers of Commerce. 



Part of the problem is 

that the numbers are so 

large that most people 

can’t grasp the 

magnitude in spite of the 

efforts to provide a 

relatable perspective 

over the past few years. 

(i.e. a million dollars is a 

stack of $1,000 bills 

reaching only 4.3 inches 

high; a trillion dollars is a 

stack of $1,000 bills 

stacked 67.8 miles into 
space). 

Magnitude & Velocity 



The current outstanding debt for the US 

government was $16,738,398,535,315.91 as 

of the close of business on August 28, 2013. 

  

Based on a population of 316.7 million, the 

debt per capita is $52,851 or about $137,425 

per household. 

Magnitude & Velocity 



Date Trillions 

9/30/1982 $1.142 

9/30/1983 $1.377 

9/30/1984 $1.572 

9/30/1985 $1.823 

9/30/1986 $2.125 

9/30/1987 $2.350 

9/30/1988 $2.602 

9/29/1989 $2.857 

9/28/1990 $3.233 

9/30/1991 $3.665 

9/30/1992 $4.065 

9/30/1993 $4.411 

9/30/1994 $4.693 

9/29/1995 $4.974 

9/30/1996 $5.225 

9/30/1997 $5.413 

9/30/1998 $5.526 

9/30/1999 $5.656 

9/30/2000 $5.674 

9/30/2001 $5.807 

Date Trillions Days 

5/15/2002 $6.000       2,273 

1/15/2004 $7.000          610  

1/18/2005 $8.000          642  

8/31/2007 $9.000          682  

9/30/2008 $10.000          396  

3/16/2009 $11.000          167  

11/16/2009 
$12.000          245  

6/1/2010 $13.000          197  

12/31/2010 $14.000          213  

11/15/2011 $15.000          319  

8/31/2012 $16.000          290  

Since 2001 the debt has risen 

by $1 trillion at the following 

thresholds: 

Based on the current debt increases through 

8/28/13, the US will cross $17 trillion no later 

than 1/3/14 or 490 days from the previous 

threshold. 

  

The official debt limit excludes a small portion 

of the total debt. The current debt limit, 

however, is estimated to be reached by mid-

October 2013 or about 12 days from now. 

  

These numbers are staggering, but just the tip 

of the iceberg. The present value of the 

unfunded liabilities for Social Security and 

Medicare is approaching $100 trillion (some 

think it is more). 

  

In any case, just like in a Ponzi scheme, the 

breakdown comes when there is an inability to 

keep up as the magnitude and velocity 

increases. Debt growth has slowed somewhat 

as we approach the current debt ceiling. There 

is a push going on right now to remove the debt 

ceiling completely. It is not hard to figure out 

why! 

Magnitude & Velocity 



Generally, like an other man-
made disaster, bankruptcy is 
usually due to a number of 
issues that come together to 
form the perfect storm 

• Population ages, builds out and 
perhaps declines. 

• Infrastructure ages and 
deteriorates. 

• Tax base matures and perhaps 
declines. 

• Pensions/other unfunded promises 
come due. 

• Unionization has a relentless grip. 
• Nomadic private sector abandons. 

Perfect Storm 





Public Official Eye Test 
 

Applies to Citizens, too! 



Number 1 … or  



Number 2? 



Number 3? 

Including Public 
Unions 



First and foremost, budgeting and financial planning policies should be 
itemized, updated and formally renewed such that everybody 
understands the issues and parameters for fund balances, capital 
replacement, employee compensation, maintenance standards and debt 
issuance. This is the easiest but most powerful step to accomplish. 

 
• Fund balances as a percent of expenses. 
• Replacement of major equipment reaching x 

miles/hours – high maintenance. 
• Compensation to be competitive to attract & keep 

trained staff. 
• Lowest tax rates possible with proper Debt/O&M 

ratio. 
• Maintain infrastructure/facilities to optimize life. 
• Bid contracts on best life-cycle costs. 
• Keep optimum debt issuance capacity. 
• View everything with a 20+ year perspective. 
 



Threats 
 

• When Average Income Levels Decline. 
• Average House Values Decline. 
• Average Age of Population Increases. 
• Level of Education Decreases. 
• Overlapping Tax Rates are Excessive. 
• Overlapping Debt Levels are Excessive. 
• Residential/Non-Residential Tax Base. 

 
 



Ten Main Ways to Balance a Budget 
($) Savings (P) Pain 

 

• Don’t Start New Programs/Services $$$ P 
• Improve Productivity. $$ P 
• Trim Expenditures. $ P 
• Shift to Another Government (or employees). $ PPP 
• Defer Expenditures. $$ P 
• Use Fund Balances. $ P 
• Reduce Programs. $$ PP 
• Eliminate Programs. $$$ PPP 
• Increase Fees. $ PP 
• Increase Taxes. $$$ PPP 
 



Understand Abraham 
Maslow’s Hierarchy of 
Needs to understand 
why budget resource 
allocation results are 
going to always end up 
being about the same 
over the long run. 

Do you see how this hierarchy applies to municipal services? 



Understand the Pareto Principle 
or 80/20 Rule to know where to 
apply your time and attention to 
the budget (and just about any 
other issue). 
 
• Budget Dollars 
• Personnel Problems 
• Sector of the City. 

 

Pensions / Infrastructure 





Some Budget Arithmetic 

24x7 operations take 4.8-5.3 positions for every 1x shift coverage.  
 
Many jobs are crew oriented; you don’t send one person to fix a water line 
or to fight a fire. Fire departments want a minimum 4 per truck instead of 3. 
 
An extra holiday at the City of Dallas is the equivalent of losing 55 full-time 
positions of productivity. 
 
Geography has a huge impact on services: city split on two sides of a major 
highway; fairly square (Duncanville) versus narrow and long (Grand Prairie); 
large water bodies or drainage basins (Plano’s 65 square miles means 1.3 
billion gallons per inch of rainfall.) Plus everything upstream! 
 
Acceptable response time is not usually negotiable or is in a very narrow 
range for many services, such as fire, police, traffic signals and even the 
water department. 
 



The “Telegraphed Sucker Punch” 

Council No. 1: We need/want a recreation center, a new library and 
two new fire stations. Let’s have a bond election with architectural 
renditions everywhere. Yippee! High-Five! We’re on a roll. 
 
Council No. 2: Let’s sell 20-year bonds and break ground on the new 
facilities. Photo-op! Gold shovels ready?  
 
Council No. 3: Grand opening, ribbon cuttings. Another photo-op! 
 
Council No. 4: Full Cost of debt and operations. Can you believe the 
cost of equipment and books? The buildings were actually pretty 
cheap. Oh, we also need to raise taxes to pay for all this. 
 
Council No. 5: Gee, the carpets are already worn out and the HVAC 
and roof need replacing. That went by fast! Can’t we put it off a little 
longer? Whose idea was this anyway to build this underutilized 
natatorium? 



Budgeting is a time consuming 
exercise with the gestation 
period of an elephant that ends 
up within some parameters you 
know from the beginning and 
could be accomplished with the 
same accuracy within a few 
days of hard work!  
 
Quit pretending you don’t know 
how the budget story is going 
to end.  
 
If you don’t have a good idea, 
why not? 



Budgets should be 
balanced financially, 
geographically and 
politically; but this is 
done over time with an 
appreciation of the 
prioritization process 
that reallocates 
resources today with an 
eye toward rebalancing. 
 



 
You should age and map 
facilities and 
infrastructure and keep 
the picture in front of 

everybody. 



Courtesy of Freese 
& Nichols, Inc. 



The liability for deferrals should be 
measured formally and placed in front of 
all parties, including the public, as part of 
the process. Hint: look at the statistical 
section of your CAFR (Consolidated Annual 
Financial Report). 



Balance sheet analysis should 
be part of the ongoing review 
process, not just revenues & 
expenditures. The juicy stuff 
is on the balance sheet! 
 
What do we own and how did 
we acquire it? 
 
What were we given by 
developers or the 
state/federal government 
that we will have to replace 
with our own local money? 
 
What do we owe now and what 
will we owe in the future? 
 
 



To live within these 
constraints, the current 
retirement and benefit 
programs are going to have to 
be reset to a level they would 
already be if honest numbers 
had been used in the first 
place.  
 
Tenure is going to have to be 
placed in the proper 
perspective.. 
Constant pay raises cannot be 
afforded to someone who has 
one year’s experience 30 
times. 
 
And the value of many 
positions for the 20-30th year 
is often not the same as from 
the 5th to the 15th year. 



Most organizations have 
way too many line items. 
Budget control should be 
at the Category level 
(Salaries, Supplies, 
Maintenance and Capital 
Outlay).  
 
The problem with focusing 
only on the details is that 
it is easy to ignore the big 
picture. 
 
Example: Two-hour debate 
on spending $39.95 for a 
folding table vs. “I don’t 
want to know the cost of 
fixing our drainage 
problems because we can’t 
afford it anyway.” 



Planning Horizons 
 
 

The Short View: 
 

• Accounting (looks backward). 
• Annual Budgeting (myopic, easy to defer). 
• MYFP – 3-5 Years (can be detailed). 

 
The Longer View: 
 

• Neighborhood Redevelopment. 
• Recessions. 
• Program Life Cycles. 
• Infrastructure Replacement. 
• Believability. 
• Ability to Handle the Truth. 

 



It is imperative that we understand the bigger economic picture! 



Bar Code for APA Magazine, Poorly Drawn Logarithmic Chart or 
… 



Since the Great Depression: entered a recession every 5.86 years. 
Since the Great Recession: 4.25 years have passed (July 2009). 
 



Understand the impact of real inflation on the budget and how to 
explain it to the council and public. 

US: 1.5% 
DFW Area: 2.7% 
Houston Area: 2.3% 



Yellow Flag! 
  
 

The Texas Swagger. 
 
“… but we are doing better than other parts of 
the country.” 



There are some 
statistical correlations 
that will hold true for 
most cities, and there 
are reason these 
metrics work. 
 
• The Grid System 
• Densities 
• Response Times 
• Competition 
• Capacity to Serve 
• Cost to Serve 
• Life Cycles 
• Construction 

Standards 
• Soil Conditions 
• Ability/Willingness to 

Pay 
• Weather 



How much developable 
acreage is remaining in 
the City? 
 
Plano: 3,900 acres out 
of 42,368 acres (66.2 
sq miles) or 9.21%. 
What does that tell 
you? 

Certificates 
of 

Occupancy 

Building 
Permits 

Platting Zoning Annexation ETJ 

Complete 
Rebuilds 

Partial 
Replace-

ments 
Rehab Repair Maint Warranties 



Stages & Costs: 
• Original Construction 
• Maintenance 
• Repair 
• Rehabilitation 
• Replacement 



What is the “age” of your City? 
 
Population growth = houses = infrastructure. 



Is it possible that your own public 
data and reports will someday be 

Exhibit A in an “indictment against the 
City?” 

 
“Transparency” is a relatively new buzzword to define a 
government’s financial reporting responsibility. For us in 
Carrollton it means viewing reports from the perspective of 
our stakeholders including taxpayers, elected 
officials, and bondholders. 
 
In our CAFRs and budgets there is lots of data but our goal 
is to help our stakeholders understand what the numbers 
really mean. We want them to be able to use the information 
to see trends and prevent problems.  
 
Bob Scott/Pam Hodges. 



Components of the Statistical Section 

• Financial Trends. 

• Revenue Capacity. 

• Debt Capacity. 

• Demographic & Economic Information. 

• Operating Information. 

• Top Ten Employers – Today/10 years ago. 

• Full-Time Equivalent Employees by Function. 

• Population/Sq Miles/Acres/% Built-Out. 

• Retirement System Funding Progress & 
Contribution Rates. 

• Active & Retiree Health Insurance Costs. 

• Bonds By Type. 

• Issued. 

• Authorized, Not Issued. 

• Bond Elections By Type. 

• Registered Voters. 

• Approval/Disapproval Percentage. 

• Bond Funds on Hand. 

 0-3 Years. 

 > 3 Years. 

• Net Assets By Components. 

• Changes in Net Assets. 

• Fund Balances of Governmental Funds. 

• Changes in Fund Balances. 

• Taxable Sales by Category. 

• Property Values – Actual/Assessed/Exempt. 

• Direct & Overlapping Tax Rates. 

• Property Tax Levies & Collections. 

• Delinquent Taxes Receivable. 

• Principal Tax Payers. 

• Bonds Outstanding by Type/Per Capita/% of Tax 
Base. 

• Direct & Overlapping Debt/Per Capita/% of Tax 
Base. 

• Utility Revenue Bond Coverage. 

• Population/Income/Median 
Age/Education/Unemp Rate. 

• School Enrollment 



Statistical Section 

• Assets: 
• General Government. 

• Municipal Buildings. 

• Building Square Footage. 

• Fleet. 

• Vehicles (Count, Dollar Value, Avg Mileage, Avg Age). 

• Heavy Equipment Count, Dollar Value, Avg MileageAvg Age). 

• Police. 

• Stations. 

• Vehicles/Motorcycles Dollar Value, Avg Mileage, Avg Age. 

• Special Equipment. 

• Fire: 

• Stations. 

• Vehicles Dollar Value, Avg Mileage, Avg Age. 

• Fire Trucks Dollar Value, Avg Mileage, Avg Age. 

• Highways & Streets. 

• Lane Miles of Streets. 

• Paved , PCI. 

• Unpaved. 

• Linear Miles of Sidewalks. 

• Storm Sewer Miles. 

• Parks & Recreation. 

• Parks & Acres. 

• Developed. 

• Undeveloped. 

• Ballfields. 

• Playgrounds. 

• Tennis Courts. 

• Senior Centers. 
• Swimming Pools. 

• Community Centers & Square Footage. 

• Utility Plant in Service. 
• Gross. 

• Accumulated Depreciation. 

• Net. 

• Net Equity in the System. 

 

• Water. 
• Water Wells & Pumpage Capacity & Utilization Rate. 

• Treatment Plants/Capacity/Utilization Rates. 

• Miles of Water Mains. 

• Transmission. 

• Distribution. 

• Fire Hydrants. 
 

• Sewer. 
• Treatment Plants. 

• Miles of Sewer Mains. 

• Collection. 

• Transmission. 

• Fire Hydrants. 

• Maximum Daily Production Capacity. 

• Libraries. 
• Facilities & Square Footage. 

• Volumes. 

• Computers. 
 

 



Statistical Section 

• Operating Statistics: 

• Police 

• Physical arrests  

• Traffic violations  

• Parking violations  

• Calls for service  

• Fire 

• Number of Fire Runs. 

• Number of EMS Runs. 

• Average Response Time. 

• Parks & Recreation. 

• Athletic Field Participants. 

• Recreation/Leisure Participants. 

• Special Events. 

• Water 

• New Connections. 

• Water Main Breaks. 

• Average/Peak Daily Consumption/Ratio/Capacity. 

• Consumption Per Capita. 

• Water Loss & Unaccounted For. 

• Sewer 

• Sewer Main Breaks. 

• Average/Peak Daily Consumption/Ratio/Capacity. 

• Consumption Per Capita. 

• Sewer Inflow/Infiltration. 

 

 

 

 

• Development. 

• Acres Annexed. 

• Ag Acres Rezoned/Remaining. 

• Lots/Acres Platted. 

• Building Permits Issued & Values. 

• Commercial. 

• Residential. 

• Certificates of Occupancy Issued. 

• SF Buildings/Number of Houses Razed. 

• Streets. 
• Miles Resurfaced. 

• Square Yards of Direct Maintenance. 

• Pavement Condition Index. 

• Storm Sewer Inlets. 

• Traffic Signals. 

• Library. 

• Circulation & Value. 

• Turnover. 

• Items & Financial Losses. 

• Sanitation 

• Number of annual Refuse Pickups: 

• Residential/Tonnage/Per Capita.  

• Multi-family/Tonnage/Per Capita. 

• Commercial. 

• Number of annual Recycling Pickups: 

• Residential/Tonnage/Per Capita.  

• Multi-family/Tonnage/Per Capita. 

• Commercial. 

• Landfill Tonnage. 
 

 



Employees Per 1,000 pop                   9.14                9.15                 9.21              9.43             9.55                9.23             9.10               9.32             9.30               9.52 



What is your City’s income 
level, and is it rising? 



Remember, it’s the 
same taxpayer! 

Whoa! 3.33x 







How would you look in 
this column? 











49.6% 





Are these assets --- or liabilities? 

Divide by 30-40 or even 50 years; how are keeping up with replacement at $_________ per lane-mile? 

Light standards/equipment, irrigation systems, park benches, diamonds – all have to be replaced. 



What will impact fee payers (new growth) say when you charge them for replacing the (old growth) infrastructure? 











Or can you?  



Action Plan for Monday Morning 

• Look for ways to be constructive. Anybody can be a naysayer. 
• Read public materials; CAFRs, Official Statements, Master Plans. 
• Request supporting materials and details. 
• Encourage long-range planning; 20+ years, not just 5 years. 
• Watch for signs of deterioration. Infrastructure, politics. 
• What for signs of deferral. 
• Encourage the best decisions, not the cheapest. 
• Point out bubbles; fast growth has two sides. 
• Address areas of decay and crime; evaluate the full costs. 
• Look for regional opportunities to economize. 

 
 



Resources 

• Council meetings. 
• Council workshops. 
• P&Z meetings. 
• Planning/Engineering studies. 
• CAFRs. 
• Budgets. 
• Official Statements & Continuing Disclosure. 

(http://www.emma.msrb.org/). 
• Open Records Request … but … 

(https://www.oag.state.tx.us/open/og_faqs.shtml). 
 
 

http://www.emma.msrb.org/
http://www.emma.msrb.org/
http://www.emma.msrb.org/
https://www.oag.state.tx.us/open/og_faqs.shtml
https://www.oag.state.tx.us/open/og_faqs.shtml


Download this presentation at 
 
www.citybase.net/downloads/TxAPA.pdf 
 
Permission to distribute is granted with attribution and only if in 
its entirety. 

 
Questions/Comments: lfm@citybase.net 
 
 

http://www.citybase.net/downloads/stopkickingitdowntheroadAug2013.pdf
mailto:lfm@citybase.net

