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BUDGET POLICY AND GUIDELINES 

CITY OF LAREDO, TEXAS 
 

 This document describes the City's budgetary and financial policies used in the 
preparation of the FY2005-2006 operating budget.   
 
 Anticipated revenues and expenditures for Governmental Funds, Proprietary Funds, and 
Fiduciary Funds are highlighted within the text. 
 

-REQUIREMENTS- 
 

HOME-RULE CITY 
 
 The FY2005-2006 approved operating budget for the City of Laredo is submitted in 
accordance with the City Charter and all applicable laws of the State of Texas. 
 
 Under the Texas Constitution, any city that possesses a population of over 5,000 is 
eligible to adopt a "home-rule" charter.  A charter is defined as a document similar to a 
constitution, which establishes a city's governmental structure and provides for the distribution of 
powers and duties among the branches of government.  In order for a charter and all of its 
subsequent changes to be implemented, it must receive voter authorization. 
 
 The City of Laredo was chartered by the Texas Legislature in 1848, and adopted a home-
rule charter in 1911.  On June 14, 1981, voters adopted, by special election, the City Manager 
form of local government.  By State law, the City Manager shall serve as the budget officer 
(Vernon's Texas Civil Statutes, Local Government Code (LGC), and Section 102.001).  The 
budget officer prepares the annual budget to fund the proposed expenditures of the government 
(LGC, Section 102.002).  Through authority from local voters, the City Council adopts the 
budget, sets the tax rate, and imposes taxes, user fees and other charges to generate revenue, 
which is sufficient to fund governmental operations. 
 
LEGAL 
 
 The City of Laredo's annual budget is prepared in accordance with the Local Government 
code (LGC). The LGC requires an incorporated city to develop an annual budget, which itemizes 
the proposed expenditures in comparison to actual expenditures in the preceding year and the 
precise costs of projects appropriated for in the forthcoming year (LGC, Sections 102.003, 
102.003b). 
 
 The annual operating budget contains a complete financial statement that shows the 
following:  outstanding obligations of the municipality; cash on hand to the credit of each fund; 
funds received from all sources during the preceding two years; funds available from all sources 
during the ensuing year; estimated revenue available to cover the proposed budget; and the 
estimated tax rate required to cover the proposed budget. 
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 The City Manager may require any City officer or board to furnish information necessary 
for the budget officer to properly prepare the budget (LGC, Section 102.004). 
 
 The proposed budget is filed with the City Secretary and is available for public inspection 
at least sixty (60) days prior to the end of the fiscal year (LGC, Section 102.005).  The City 
Manager filed the proposed FY2005-06 budget on August 1st, 20005. 
 
PUBLIC HEARINGS  
 
 The City Council held a public hearing on the proposed budget after the proposed budget 
was filed but before the date the City Council set the property tax rate for the next fiscal year.  
The date, time, and location of the hearing are set through public notice (LGC, Section 102.006). 
Said legal notice for the September 6, 2005 public hearing on the proposed budget was provided 
on August 7, 2004 and August 14, 2005.  However, proceeding said budget hearing, the City 
Council conducted a three (3) day public workshop on August 8, 9 and 10, 2005. 
 
FILING FOR RECORD 
  
  After adoption by the City Council, the approved budget was filed with the City 
Secretary and the County Clerk (LGC, Section 102.008, 102.009d).  A copy of the final budget 
will be filed in November 2005 and will also be placed in the City of Laredo Public Library for 
review by the public. 
 
LEVY OF TAXES 
 
 The City may levy taxes only in accordance with the budget (LGC, Section 102.009a).  
However, the adoption of the tax rate must be separate from the vote adopting the budget 
(Property Tax Code, (PTC), and Section 26.05b).  The tax rate must be established by September 
1st, and consists of two components:  (1) the amount of taxes to pay maintenance and operation 
expenditures; and (2) the amount of taxes to pay debt service (PTC, Section 26.05a).  The 
governing body may not adopt a tax rate that if applied to the total taxable value would impose 
an amount of taxes that exceeds last year’s levy until it holds a public hearing on the proposed 
tax rate. (PTC, Section 26.05d).  The total tax rate for FY2005-06 is 0.637000 (0.512184 for 
Operations & Maintenance and 0.124816 for Interest & Debt Service).  The tax rate was adopted 
on September 19, 2005. 
 
EMERGENCY EXPENDITURES 
 
 After final approval of the budget the City Council may spend funds only in strict 
compliance with the budget except in a public emergency.  Addressing public emergencies 
requires City Council to authorize an amendment to the original budget.  A public emergency 
can be defined as any event or phenomenon affecting the life, health, property or the general 
public peace of the citizens.  To the extent that there are no available unappropriated revenues to 
support an emergency appropriation, the Council may authorize the issuance of emergency 
certificates.  In its history, the City of Laredo has never exercised this option as allowed by law.  
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In any situation where the budget is amended, the modifying resolution shall be filed with the 
City Secretary and the County Clerk (LGC, Section 102.009b,c,d). 
 
AMENDMENTS AFTER ADOPTION 
 
 The City Council can make changes to the budget for municipal purposes (LGC, Section 
102.010).  At any time during the fiscal year, the City Manager may transfer the unencumbered 
appropriation or portions of the entire balance among programs within a department, office, or 
agency.  Upon written request by the City Manager, the Council may by ordinance transfer 
portions of an entire, unencumbered appropriation balance from one department, office or 
agency to another department, office or agency.  All budget changes must be documented in a 
public register, which is available for public inspection. 
 
CAPITAL IMPROVEMENTS PROGRAM BUDGET 
 
 The City Manager prepares and submits to City Council a five-year flexible capital 
program at least three months prior to the final submission date of the operating budget (Laredo 
City Charter Section 6.05).  A public hearing for ten consecutive days is advertised in an official 
newspaper prior to such a hearing.  This occurred between August 22 and August 31, 2005.  The 
general public is also informed that three copies of the Capital Improvement Project Program are 
made available in the City Secretary's Office and the Laredo Public Library (Laredo City Charter 
Section 6.07). 

 
-BUDGET PLANNING AND DEVELOPMENT- 

 
PLANNING 
 
 Planning for the new budget began in January 2005 and culminated with the budget 
workshops on August 8th – 10th, 2005, when the City Manager and the respective department 
heads presented their work plan for the upcoming fiscal year.  The underlying theme in the 
preparation of the proposed budget was to maintain the existing level of operation, to include 
additional programs, as needed using the FY2004-05 budget as a base level budget, and to 
continue with the Performance Measurement Program. 
 
 Departments were required to integrate the aforementioned objective into their specific 
budget requests.  During departmental budget reviews conducted in May and June, City 
Management reviewed revenue projections and expenses to develop a preliminary City Budget.  
As a result of this collaborative process, City Management was able to present the proposed 
FY2005-06 budget by August 1st, 2005.  Amendments passed at the workshops were 
incorporated into the proposed budget as presented at the initial public hearing on September 6, 
2005.  Amendments passed at the September 6, 2005 public hearing were adopted by a separate 
motion, prior to adoption of the FY2005-2006 budget. 
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ACTION PLAN 
 
 The following timetable was developed to guide the budget planning process. 
 
January–February Budget Department meets with each department for training. 
 
February The City Manager and the Budget Department create an initial timetable for the 

development of the budget process. 
 
March  Four-month revenue and expenditure reports and budget request forms are 

distributed to departments.  Standard instructions for estimates and budget 
requests are issued. 

  
April Departments submit goals and budget requests.  Comprehensive notebooks are 

assembled for the City Manager and Department Directors in preparation for 
budget meetings. 

 
  Departments submit new capital improvements projects.  Committee reviews 

project listing. 
 
May-June The City Manager conducts meetings with Department Directors to address 

budget requests.  All budget decisions are made on the based funding levels for 
each department. 

 
  Final draft of capital improvement program is delivered to City Council. 
 
July  The budget is delivered to City Council.  The City Manager files the preliminary 

budget with the City Secretary.  The budget is made available for public 
inspection at the City Secretary’s Office at City Hall or at all three of the City of 
Laredo library branches. 

 
  Planning and Zoning Commission reviews capital improvement program. 
 
August  Budget Workshops are planned for City Council to discuss the City's work plan 

and the proposed budget, which includes the proposed tax rate. 
 
  City Council reviews capital improvement program. 

 
  City staff publishes separate legal notices for public hearings regarding the 

proposed budget, tax rate, and capital improvement program. 
 
September Public Hearings are conducted at a Regular City Council Meeting at which all                 

interested parties may comment concerning the proposed budget and the proposed 
tax rate.  The City Council adopts the Annual Budget at a Regular City Council 
Meeting and the proposed tax rate is adopted before September 30th.  
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  City Council adopts the Capital Improvement Program. 
 
October The City of Laredo's new fiscal year begins on October 1st.  The budget is

 distributed to the City Council, Department Directors, and other parties as
 requested.  

 
November Published copies of the approved Annual Budget are filed with the City Secretary, 
  Webb County Clerk.   
 
BASIS OF BUDGETING AND BUDGET PREPARATION 
 
 The budget is prepared using the modified accrual basis within the governmental funds; 
this means that revenues are recognized in the accounting period in which they become available 
and measurable. The proprietary funds are budgeted, using the accrual basis of accounting, this 
means that revenues are recognized when they are earned, and their expense are recognized 
when they are incurred; with the exceptions that capital outlay and principal payments on debt 
are reported as expenses and no provision is made for depreciation. Revenue projections are 
based on historical trends for the various line items adjusted for the upcoming fiscal year's local 
economic forecast.  Initial expenditure estimates submitted by department directors include 
funding of current operations, development of new programs, and acquisition of new equipment.  
Departmental budget requests were based upon a review of its previous two (2) fiscal year actual 
expenditures and funding levels required to support the proposed operations.  City department 
directors make these requests to the City Manager after which a decision is made on the final 
expenditure level considering that the proposed expenditures are not to exceed the projected 
revenues. 
 
BALANCED BUDGET  
 
 A balanced budget is on in which total financial resources available, including prior 
year’s ending financial resources plus projected resources, are equal to or greater than the 
budgeted expenditures/expenses.  
 
CONTINGENCY PLAN 
 
 Revenues are monitored on a continual basis during the fiscal year.  If adverse variances 
persist for two months in any one-quarter during the fiscal year, corrective action in terms of 
expenditure reductions is considered taking into account the adjusted local economic forecast for 
the ensuing months. 

 
-FINANCIAL POLICIES- 

 
 The accounting and reporting policies of the City conform to generally accepted 
accounting principles as prescribed by the Governmental Accounting Standards Board and the 
American Institute of Certified Public Accountants.  Between the 1988 and 2003 budget years, 
the City received the Government Finance Officers' Association "Certificate of Achievement for 
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Excellence in Financial Reporting" and the "Distinguished Budget Presentation Award" from 
1991 through 2004. 
 
 The City's accounts are organized on a fund basis and account groups.  Each is 
considered a separate accounting entity.  The operations of each fund are accounted for with a 
separate set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenue, 
and expenditures or expenses as appropriate.  Government resources are allocated to and 
accounted for in individual funds based upon the purposes for which spending activities are 
controlled. 
 
 An external and independent accounting firm conducts the City's annual audit thirty (30) 
days after the end of each fiscal year.  The City of Laredo uses a database system (i Series 400) 
and an integrated computerized accounting software system (Sunguard HTE, Inc.) to record, 
monitor, and manage all accounting transactions.  The City maintains the following fund types: 
 
GOVERNMENTAL FUNDS 
 
 Governmental funds are those through which most of the City's functions are financed.  
The acquisition, use, and balance of the City's expendable financial resources and the related 
current liabilities (except those, if any, which should be accounted for in proprietary funds) are 
accounted for through governmental funds. These funds follow the modified accrual basis of 
accounting.  Under it, revenues are recognized when they become both measurable and available 
to finance expenditures of the current period.  Expenditures are recognized when the related fund 
liability is incurred. 
 
 The measurement focus is upon determination of financial position and changes in 
financial position, rather than upon net income determination. 
  
 The City maintains the following governmental fund types: 
 

1. General Fund is the general operating fund of the City.  It is used to account for 
all financial resources except those required to be accounted for in another fund.  

 
2. Special Revenue Funds are used to account for the proceeds of specific revenue 

sources (other than expendable trusts or major capital projects) that are legally 
restricted or designated for specific functions and activities. 

 
 3. Debt Service Fund is financed primarily through property taxes, these funds 

account for the accumulation of resources for and the payment of general  long-
term debt principal, interest, and related costs. 

 
 4. Capital Projects Funds are used to account for financial resources to be used for 

the acquisition or construction of major capital facilities (other than those 
financed by proprietary funds or trust funds). 
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 5. Permanent Funds are used to report resources that are legally restricted to the 
extent that only earnings, and not principal, may be used for purposes that support 
the reporting government’s program. 

 
PROPRIETARY FUNDS 
 
 Proprietary funds are used to account for the City's ongoing organizations and activities, 
which are similar to those, found in the private sector, (accrual method of accounting) where the 
determination of net income, financial position, and cash flows are essential to effective financial 
management.  Goods or services from such activities can be provided either to outside parties 
(enterprise funds) or to other departments or agencies primarily within the government (internal 
service funds). 
 
 The City maintains the following proprietary fund types: 
 

1. Enterprise Funds are used to account for operations that (a) are financed and 
operated in a manner similar to private business enterprises where the intent of the 
fund establishment is to ensure that the cost, depreciation included, of providing 
particular goods and services to the public on a continuing basis can be financed 
or recovered through basic user charges, or (b) where periodic determination of 
revenues earned, expenses incurred, and/or net income is appropriate for capital 
maintenance, public policy, management control, accountability or other 
purposes. 

 
 2. Internal Service funds are used to account for the financing of goods or services 

 provided by one City department/agency to another City department/agency or to 
 other governmental units on a cost-reimbursement basis. 

 
FIDUCIARY FUNDS 
 
Fiduciary funds are used to account for assets held by the City in a trustee capacity or as an agent 
for individuals, private organizations, additional governmental units, and/or other funds.  Trust 
and Agency funds include the following fiduciary funds maintained by the City: 
 
 1. Pension Trust Funds sustains proprietary fund's operation characteristics with 

measuring emphasis upon net income and capital maintenance.   
             
2. Private-purpose Trust Funds are used to report all trust arrangements, other than 

those properly reported in pension trust funds or investment trust funds, under 
which principal and income benefit individuals, private organizations, or other 
governments.  

  
3. Agency Funds custodial in nature where assets are equal to liabilities (there is no  

  effort to measure the results of an operation). 
             


