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RECOMMENDED BUDGET 
PRACTICES 
   

 
The City of Missoula is striving to incorporate the 
recommended practices promulgated by the 
National Advisory Council on State and Local 
Budgeting (NACSLB) in its annual budget. 
 
The NACSLB was created to provide tools for 
governments to improve their budgeting 
processes and to promote their use. The 
NACSLB focuses on long-term financial planning 
and encourages governments to consider the 
longer consequences of actions to ensure that 
impacts of budget decisions are understood over 
a multi-year planning horizon and to assess 
whether program and service levels can be 
sustained. Practices encourage the development 
of organizational goals, establishment of policies 
and plans to achieve these goals, and allocation 
of resources through the budget process that are 
consistent with goals, policies and plans. There is 
also a focus on measuring performance to 
determine what has been accomplished with 
scarce government resources.  
 
Following are excerpts of the NACSLB’s budget 
practice recommendations. 
 
BUDGET DEFINITION 
   

 
The budget process consists of activities that 
encompass the development, implementation, 
and evaluation of a plan for the provision of 
services and capital assets.   
 
A good budget process is characterized by 
several essential features. 
 

 Incorporates a long-term perspective 
 Establishes linkages to broad goals 
 Focuses budgeting decisions on results 

and outcomes 
 Involves and promotes effective 

communication with stakeholders 
 Provides incentives to government 

management and employees 
 
These key characteristics of good budgeting 
make clear that the budget process is not simply 
an exercise in balancing revenues and 
expenditures one year at a time, but is strategic 
in nature, encompassing a multi-year financial 
and operating plan that allocates resources on 
the basis of identified goals. A good budget 
process moves beyond the traditional concept of 
line-item expenditure control, providing incentives 

and flexibility to managers that can lead to 
improved program efficiency and effectiveness. 
 
MISSION OF THE BUDGET 
PROCESS 
   

 
The mission of the budget process is to help 
decision makers make informed choices about 
the provision of services and capital assets and 
to promote stakeholder participation in the 
process. Communication and involvement with 
citizens and other stakeholders is stressed. 
Communication and involvement are essential 
components of every aspect of the budget 
process. 
 
 
PERFORMANCE BUDGETING 
   

 
The City of Missoula is moving to a Performance 
Budgeting approach for the development of its 
annual operating budget.  Performance budgets 
emphasize the accomplishment of program 
objectives as opposed to a description of what is 
going to be purchased by the government.   
 
Performance budgeting involves a shift away 
from a debate by the City Council of what is 
going to be purchased toward a debate regarding 
what is going to be accomplished. 
 
The City of Missoula is in the early stages of its 
Performance Budgeting efforts.  Each 
department is in the process of identifying 
performance objectives, identifying and tracking 
workload indicators, and establishing quantifiable 
performance measurers.  It is anticipated that it 
will take 3 – 5 years to fully implement the 
performance budgeting system. 
 
FINANCIAL TREND ANALYSIS 
   

 
The budget process begins in the winter with the 
initial updating of the five-year financial trend 
analysis for the City as a whole.  
 
Using the latest fiscal, operational, and legislative 
information, the finance office staff works 
collaboratively with city departments to update 
the city’s most recent financial trend analysis. 
 
The financial trend analysis assists the City 
Council and the city administration in focusing on 
the “Big Picture” of the city’s financial operations. 
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NEEDS ASSESSMENT PHASE 
   

 
Late Winter – Early Spring 
 
Departments have an opportunity to assess 
current conditions, programs, and needs. 
Examination of current departmental programs or 
positions for possible trade-offs, reduction, or 
elimination is strongly suggested. During this 
phase, departments are encouraged to 
thoroughly review all programs and services, 
assessing their value and priority to the citizens.  
At the same time, departments are asked to 
submit requests for new or expanded programs.  
The first proposals submitted for review are those 
capital requests that fit within the City's five-year 
capital improvement program. 
 
From this process, they prepare their preliminary 
departmental budgets. 
 
 
BUDGET DEVELOPMENT AND 
PRIORITIZATION PHASE 
   

 
The Finance Department compiles and tabulates 
the budgetary information submitted by the 
individual departments and begins the 
preparation of the preliminary budget in 
cooperation with the Mayor, City Administrator 
and the City's CIP and operating budget teams.  
The needs of the city departments are weighed 
against projected funds available and a 
determination must be made as to which services 
will be included in the final budget.   The 
operating budget includes proposed expenditures 
and the means of financing them.  All capital and 
operating new requests are scored and ranked 
by the CIP and operating budget teams. 
 
Within the framework of the City’s financial 
capacity, City Council priorities and departmental 
needs assessments, budget requests are 
reviewed and a preliminary City operating budget 
takes shape.  
 
The purpose of the preliminary budget is to 
enable the community, stakeholders and the City 
Commission to comment on a balanced budget 
well before it is adopted. 
 
CAPITAL IMPROVEMENTS 
PROGRAM (CIP) AND ITS 
RELATIONSHIP TO THE 
OPERATING BUDGET 
   

 
The City of Missoula prepares a Capital 
Improvement Plan (CIP) document separate and 
apart from the Annual Operating Budget.  Unlike 
the Annual Operating Budget, the CIP is a multi-
year capital improvements plan that forecasts, 
but does not obligate, future spending for all 
anticipated capital projects. 
 
Whenever the City commits to a CIP plan, there 
is an associated long-range commitment of 
operating funds. For this reason, it is important to 
evaluate capital commitments in the context of 
their long-range operating impact.  Most capital 
projects affect future operating budgets either 
positively or negatively due to an increase or 
decrease in maintenance costs or by providing 
capacity for new programs to be offered. Such 
impacts vary widely from project to project and, 
as such, are evaluated individually during the 
process of assessing project feasibility.  
 
The multi-year, long-range fiscal analysis also 
provides an opportunity to review the operating 
impact of growth-related future capital projects. 
 
ADOPTION/IMPLEMENTATION 
PHASE 
   

 
Public hearings are conducted to enable citizens 
and other interested parties to comment on the 
proposed budget.  Following the public hearings, 
the City Council may modify the proposed budget 
or may adopt it without changes. 
 
The budget and the corresponding property tax 
mill levy must be adopted by the 3rd Monday in 
August.  
 
Management control of the budget is maintained 
by monthly revenue and expenditure reports, 
whereby departments are able to compare actual 
results to the budget throughout the fiscal year. In 
addition, the Finance Director prepares quarterly 
budget reviews on a city-wide basis, with 
presentations to the City Council at a public 
meeting.  These budget reviews are aimed at 
examining expenditure patterns, and 
recommending corrective action to be taken 
during the year.   
 

AMENDING THE BUDGET 
   

 
The city’s budget may be amended during the 
course of the year, following public notice, a 
public hearing, and a majority vote of the City 
Council.  The Finance Director presents an 
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Ordinance to the City Council at a duly noticed 
public meeting.  The Council considers the 
Ordinance.  If approved, a formal public notice is 
forwarded to the newspaper, setting the date, 
time, reason, and funding source for the 
proposed budget amendment.  At the public 
meeting, the Council hears information from the 
public, Department Heads, and the Finance 
Department.  The City Council considers the 
Ordinance and may approve, table, or deny the 
Budget Amendment. 
 
The annual appropriations and transfers out for 
various departments are controlled and 
monitored for budgetary compliance at the fund 
level.  Management does not make transfers of 
appropriations or over-expend appropriations at 
the department level within a fund without 
approval of the City Council.
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THE BUDGET CALENDAR 

 
 

January February March

April May June

July August September

October November December

Finance Office prepares estimated year 
end working capital (cash), estimates 
revenue for the coming year, and adjusts 
current year's budget to project next year's 
needs - information presented to City 
Administration and Budget team.  Capital 
Improvement Program initiated for next 
fiscal year with press release notifying the 
public and work shop for all city 
supervisory staff.

Finance Office analyses and assimilates 
proposed capital improvement project 
(CIP) revenues and expenditures.    The 
CIP is prepared to be reviewed by the CIP 
budget team.  A work shop is held with all 
supervisory and support staff involved in 
the operating budget development for next 
fiscal year. Revenue estimates are made 
along with salary adjustment parameters 
and costs for all budgets.

The CIP budget team meets with all offices 
who submitted CIP budget requests 
encompassing requested funding over the 
next five years.  The CIP budget team 
scores all CIP requests.  Referrals are 
made the the Administration & Finance (A 
& F) Committee of the City Council to 
review all CIP budget requests approved 
for inclusion in the City's CIP.  A & F 
meetings commence on the CIP.

A & F meetings review of the new CIP 
requests is concluded.  Operating Budget 
meetings are held with the City's operating 
budget team and all City departments.   All 
funding steams are reviewed and all 
requests are discussed at length with the 
budget team that includes the Mayor and 
City Administrator.  The Mayor meets with 
the budget team to finalize the preliminary 
budget for next year.

The Mayor and budget team meet with all 
department heads and staff to discuss the 
Mayor's proposed preliminary budget.  All 
budget appeals are heard by the Mayor, 
City Administrator and Finance Director.  
The preliminary budget is referred to the 
Council Budget Committee of the Whole 
for discussion.  Public hearings are 
scheduled.

The preliminary budget is adopted and the 
council begins its budget meetings with all 
City departments and outside agencies 
who are requesting City support.  The 
public hearings are held open until the 
budget is adopted in August.

The City Council continues to take 
comment on the budget at the public 
hearings, which are held open until 
adoption.  The Council also continues to 
meet with City offices on their budget 
requests.  No decisions are made until the 
budget deliberations begin, which starts in 
the last half of July.

Final Public Meeting held on budget. City 
Council approves Resolutions setting 
appropriations and tax levies.   Finance 
Office prepares information for Council to 
send to  Departments. Finance Office 
updates final adopted budget for final 
personnel changes and adjustments 
approved by Council.  Final Budget 
Document preparation is started .

Final budget document is published on the 
web-site either in September or October.  
On-going review and monitoring of current 
year budget.

Preparations being made for the coming 
year.

On-going review and monitoring of current 
year budget.

Preparations being made for the coming 
year.

On-going review and monitoring of current 
year budget.

Preparations being made for the coming 
year.

On-going review and monitoring of current 
year budget.

Preparations being made for the coming 
year.

 



City of Missoula

CITIZENS 

OF THE 

CITY OF MISSOULA

MAYOR
MISSOULA CITY

COUNCIL

DENOTES

ELECTED 

OFFICIALS

BOARDS & 

COMMISSIONS
AGENCIES

 

CHIEF 

ADMINISTRATIVE

OFFICER

HEALTH

DEPARTMENT

MISSOULA 

REDEVELOPMENT

AGENCY

PARKING

COMMISSION

OFFICE OF

PLANNING &

GRANTS 

MISSOULA

CEMETERY

PARKS AND 

RECREATION

PUBLIC 

WORKS

POLICE 

DEPARTMENT

FIRE

DEPARTMENT

ADMINISTRATIVE 

DEPARTMENTS

MAYOR

 

COMMUNICATIONS

 

CITY

ATTORNEY

HUMAN

RESOURCES

FINANCE/

TREASURER

 

CITY

CLERK

INFORMATION

TECHNOLOGIES

PARK

MAINTENANCE

URBAN

FORESTRY

RECREATION

 

ENGINEERING

 

BUILDING 

INPSECTION

DIVISION

STREET 

DIVISION

VEHICLE

MAINTENANCE

DIVISION

WASTEWATER

TREATMENT

FACILITY

ADMINISTRATION

 

PATROL

DIVISION

DETECTIVE

DIVISION

MUNICIPAL

COURT JUDGE

MUNICIPAL

COURT



 FINANCIAL POLICIES 
_______________________________________________________________ 
 

 
C i t y   o f   M i s s o u l a                                                                                 P a g e   A - 6

The City of Missoula has an important responsibility to its citizens to carefully account for public funds, 
manage city finances wisely, manage growth, and plan for the adequate funding of services desired by the 
public, including the provision and maintenance of public facilities.  As Missoula continues to grow at a 
record pace, its government needs to insure that it is capable of adequately funding and providing those 
local government services the citizens require.  The following fiscal and budgetary policies are designed to 
meet these goals. 
 
The overall goal of the city's fiscal policy is to establish and maintain effective management of the city's 
financial resources.  Formal policy statements and major objectives provide the foundation for achieving this 
goal.  Accordingly, this section outlines the policies used in guiding the preparation and management of the 
city's overall budget and the major objectives to be accomplished.   
 
Financial policies are guidelines for operational and strategic decision making related to financial matters. 
Financial policies identify acceptable and unacceptable courses of action, establish parameters in which the 
government can operate, and provide a standard against which the government's fiscal performance can be 
judged. 
 
The following City financial policies, endorsed by the City Council, establish the framework for the City of 
Missoula’s overall fiscal planning and management. They set forth guidelines against which current 
budgetary performance can be measured.   The City of Missoula’s financial policies show the credit rating 
industry and prospective investors (bond buyers) the City’s commitment to sound financial management and 
fiscal integrity. The financial policies also improve the City’s fiscal stability by helping City officials plan fiscal 
strategy with a consistent approach. Adherence to adopted financial policies promotes sound financial 
management, which can lead to improvement in City bond ratings and lower cost of capital. The City is in 
compliance with the comprehensive financial policies in this budget. 
 
 
OPERATING BUDGET POLICIES 
   

 
Links to Financial Plans 
 
1) Five-Year Plan. The City of Missoula’s 

annual budget will be developed in 
accordance with the policies and priorities 
set forth in the five year strategic financial 
plan, Council goals, the needs of the city, 
and state and federal laws.  Program/project 
priorities and service levels will be 
established by the aforementioned plans. 

 
Scope. 
 
1) Comprehensive  Budget.  A 

comprehensive annual budget will be 
prepared for all funds expended by the city.  
State law (7-6-4005), states that  “Local 
government officials may not make a 
disbursement or an expenditure or incur an 
obligation in excess of the total 
appropriations for a fund.”   Inclusion of all 
funds in the budget enables the council, the 
administration, and the public to consider all 
financial aspects of city government when 
preparing, modifying, and monitoring the 
budget, rather than deal with the city's 
finances on a "piece meal" basis. 

 
2) Competing Requests.  The budget process 

is intended to weigh all competing requests 

for City resources, within expected fiscal 
constraints. Requests for new, ongoing 
programs made outside the budget process 
will be discouraged. 

 
3) Understandable.  The budget will be 

prepared in such a manner as to facilitate its 
understanding by citizens and elected 
officials.  One of the stated purposes of the 
budget is to present a picture of the city 
government operations and intentions for the 
year to the citizens of the City of Missoula.  
Presenting a budget document that is 
understandable to the citizens furthers the 
goal of effectively communicating local 
government finance issues to both elected 
officials and the public.  

 
4) Budgetary Emphasis.  Budgetary emphasis 

will focus on providing those basic 
government services which provide the 
maximum level of services, to the most 
citizens, in the most cost effective manner, 
with due consideration being given to all 
costs--economic, fiscal, and social.  
Adherence to this basic philosophy provides 
the citizens of the City of Missoula 
assurance that its government and elected 
officials are responsive to the basic needs of 
the citizens and that its government is 
operated in an economical and efficient 
manner. 
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Budgeting Control System. 
 
1) Budgetary Control. The City will exercise 

budgetary control (maximum spending 
authority) through City Council approval of 
appropriation authority for each program.  
The budgetary control system enables the 
Council to monitor current year operations 
and acts as an early warning mechanism 
when departments deviate in any 
substantive way from the original budget. 

 
2) Budget to Actual Reports.  Reports 

comparing actual revenues and expenditures 
to budgeted amounts will be prepared 
monthly and posted to the City's web-site.   
Monthly reports comparing actual revenues 
and expenditures to budget amounts provide 
the mechanism for the Council and the 
administration to regularly monitor 
compliance with the adopted budget.  
Quarterly reports will also be prepared that 
summarize the monthly detailed reports. 

 
 
Balanced Budget Definition and 
Requirement. 
 
1) Balanced Budget.  The city will maintain a 

balanced budget.  This means that: 
 

 Operating revenues must fully cover 
operating expenditures, including debt 
service. 

 
 Ending fund balance (or working 

capital in proprietary funds) must meet 
minimum policy levels.  

 
 Under this policy, it is allowable for 

total expenditures to exceed revenues 
in a given year as long as the 
projected ending fund balance meets 
minimum policy levels. 

 
 
Performance Measurement Integration. 
 
1) Program Objectives.  The annual budget 

will establish measurable program objectives 
and allow reasonable time to accomplish 
those objectives. 

 
 
 
REVENUE POLICIES 
   

 
Diversification and Stabilization. 

 
1) Diversification.  The city will seek to 

maintain a diversified and stable revenue 
base to protect it from short-term fluctuations 
in any one revenue source. 

 
2) Aggressive Collection.  The city will pursue 

an aggressive policy of collecting revenues.  
An aggressive policy of collecting revenues 
will help to insure the city's revenue 
estimates are met, all taxpayers are treated 
fairly and consistently, and delinquencies are 
kept to a minimum. 

 
1) Grant Opportunities.  The city will 

aggressively pursue opportunities for 
Federal or State grant funding.  An 
aggressive policy of pursuing opportunities 
for Federal or State grant funding provides 
citizens assurance that the city is striving to 
obtain all state and federal funds to which it 
is entitled--thereby reducing dependence 
upon local taxpayers for the support of local 
public services. 

 
2) Current Revenues for Current Uses.  The 

city will make all current expenditures with 
current revenues. 

 
3) Enterprise Funds.  The city will set fees and 

rates at levels which fully recover the total 
direct and indirect costs—including 
operations, depreciation of capital assets, 
and debt service. 

 
4) Earmarking.  The City recognizes that 

generally accepted accounting principles for 
state and local governments discourage the 
"earmarking" of General Fund revenues, and 
accordingly, the practice of designating 
General Fund revenues for specific 
programs should be minimized in the City's 
management of its fiscal affairs.  

 
5) Realistic and Conservative.  The city will 

estimate revenues in a realistic and 
conservative manner.  Aggressive revenue 
estimates significantly increase the chances 
of budgetary shortfalls occurring during the 
year--resulting in either deficit spending or 
required spending reductions.  Realistic and 
conservative revenue estimates, on the other 
hand, will serve to minimize the adverse 
impact of revenue shortfalls and will also 
reduce the need for mid-year spending 
reductions.    

 
6) One-Time Revenues.  The city will give 

highest priority in the use of one-time 
revenues to the funding of capital assets or 
other non-recurring expenditures.  Utilizing 
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one-time revenues to fund on-going 
expenditures results in incurring annual 
expenditure obligations which may be 
unfunded in future years.  Using one-time 
revenues to fund capital assets or other non-
recurring expenditures better enables future 
administrations and council’s to cope with 
the financial problems when these revenue 
sources are discontinued, since these types 
of expenditures can more easily be 
eliminated. 

 
User Fees. 
 
1) Cost-Effective.  User fees will be collected 

only if the city finds it cost-effective and 
administratively feasible to do so.  User fees 
are often costly to administer.  Prior to 
establishing user fees, the costs to establish 
and administer the fees will be considered in 
order to provide assurance that the city's 
collection mechanisms are being operated in 
an efficient manner.   

 
2) Beneficiary Populations.  User fees and 

charges will be used, as opposed to general 
taxes, when distinct beneficiary populations 
or interest groups can be identified.  User 
fees and charges are preferable to general 
taxes because user charges can provide 
clear demand signals which assist in 
determining what services to offer, their 
quantity, and their quality.  User charges are 
also more equitable, since only those who 
use and benefit from the service must pay--
thereby eliminating the subsidy provided by 
nonusers to users, which is inherent in 
general tax financing.   

 
3) Community-Wide Versus Special Benefit.  

The level of user fee cost recovery should 
consider the community-wide versus special 
service nature of the program or activity.  
The use of general-purpose revenues is 
appropriate for community-wide services, 
while other user fees are appropriate for 
services that are of special benefit to 
identified individuals or groups. 

 
4) General. The following general concepts will 

be used in developing and implementing 
service charges and user fees: 

 
 Revenues should not exceed the 

reasonable cost of providing the service. 
 

 Cost recovery goals should be based on 
the total cost of delivering the service, 
including direct costs, departmental 
administration costs and organization-
wide support costs such as accounting, 

personnel, information technology, legal 
services, fleet maintenance, and 
insurance. 

 
 The method of assessing and collecting 

fees should be as simple as possible in 
order to reduce the administrative cost 
of collection. 

 
 Rate structures should be sensitive to 

the “market” for similar services as well 
as to smaller, infrequent users of the 
service. 

 
 A unified approach should be used in 

determining cost recovery levels for 
various programs based on the factors 
discussed above. 

 
EXPENDITURE POLICIES 
   

 
Maintenance of Capital Assets. 
 
Capital Assets.  The budget will provide for 

adequate maintenance of capital, plant, and 
equipment and for their orderly replacement.  
All governments experience prosperous 
times as well as periods of economic 
decline.  In periods of economic decline, 
proper maintenance and replacement of 
capital, plant, and equipment is generally 
postponed or eliminated as a first means of 
balancing the budget.  Recognition of the 
need for adequate maintenance and 
replacement of capital, plant, and equipment, 
regardless of the economic conditions, will 
assist in maintaining the government's 
equipment and infrastructure in good 
operating condition. 

 
 
 
RESERVE POLICIES 
   

 
Unreserved Fund Balance. 
 
1) General Fund.  An undesignated general 

fund reserve will be maintained by the city.  
The undesignated reserve will be used for:  
cash flow purposes, equipment acquisition 
and replacement, and to enable the city to 
meet unexpected expenditure demands or 
revenue shortfalls.  The City will focus on 
attaining and maintaining a fund balance 
equal to 7% of the General Fund's budget. 
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2) Enterprise Funds.  Enterprise Fund 
Reserves will be maintained to meet four 
objectives: (1) ensure adequate funding for 
operations; (2) to ensure infrastructure repair 
and replacement;  (3) to provide working 
capital to provide level rate change for 
customers; and, (4) to maintain the legally 
required coverage for outstanding revenue 
bond debt. 

 
3) Insurance Funds.  Self-Insurance Reserves 

will be maintained at a level, which, together 
with purchased insurance policies, will 
adequately indemnify the City’s property, 
liability, and health benefit risk. The City will 
focus on attaining and maintaining a fund 
balance equal to three months of claims 
experience for the City's health plan 
insurance budget. 

 
4) Required Reserves.  Reserves will be 

established for funds which are not available 
for expenditure or are legally segregated for 
a specific use, in accordance with 
Governmental Accounting and Financial 
Reporting Standards (GAFR).  The City’s 
policy is to manage and account for its 
financial activity in accordance with 
Generally Accepted Accounting Principles 
(GAAP), as set forth by the Governmental 
Accounting Standards Board (GASB).  This 
policy is consistent with GASB requirements.  

 
Utilizing Unreserved Fund Balances. 
 
1) Spending Reserves.  On-going 

expenditures will be limited to levels which 
can be supported by current revenues.  
Utilization of reserves to fund on-going 
expenditures will produce a balanced 
budget, however, this practice will eventually 
cause severe financial problems.  Once 
reserve levels are depleted, the city would 
face elimination of on-going costs in order to 
balance the budget.  Therefore, the funding 
of on-going expenditures will be limited to 
current revenues. 

 
CAPITAL IMPROVEMENT 
POLICIES 
   

 
CIP Formulation. 
 
1) CIP Purpose. The purpose of the CIP is to 

systematically plan, schedule, and finance 
capital projects to ensure cost-effectiveness 
as well as conformance with established 
policies. The ClP is a five-year plan 

organized into the same functional groupings 
used for the operating programs. The ClP 
will reflect a balance between capital 
replacement projects that repair, replace or 
enhance existing facilities, equipment or 
infrastructure; and capital facility projects 
that significantly expand or add to the City’s 
existing fixed assets. 

 
2) CIP Criteria.  Construction projects and 

capital purchases of $5,000 or more will be 
included in the Capital Improvement Plan 
(CIP) as long as the useful life of the asset 
exceeds five years; minor capital outlays of 
less than $5,000 will be included in the 
regular operating budget.  Vehicles intended 
for use on streets and highways, costing less 
than $35,000, are not included in the CIP. 
The Capital Improvement Plan (CIP) 
differentiates the financing of high cost long-
lived physical improvements from low cost 
"consumable" equipment items contained in 
the operating budget.  CIP items may be 
funded through debt financing or current 
revenues while operating budget items are 
annual or routine in nature and should only 
be financed from current revenues. 

 
3) Deteriorating Infrastructure.  The capital 

improvement plan will include, in addition to 
current operating maintenance expenditures, 
adequate funding to support repair and 
replacement of deteriorating infrastructure 
and avoidance of a significant unfunded 
liability. 

 
Project Financing. 
 
1) Minor Capital Projects.  Minor capital 

projects or recurring capital projects, which 
primarily benefit current residents, will be 
financed from current revenues.  Minor 
capital projects or recurring capital projects 
represent relatively small costs of an on-
going nature, and therefore, should be 
financed with current revenues rather than 
utilizing debt financing.  This policy also 
reflects the view that those who benefit from 
a capital project should pay for the project. 

 
2) Major Capital Projects.  Major capital 

projects, which benefit future residents, will 
be financed with other financing sources 
(e.g. debt financing).  Major capital projects 
represent large expenditures of a non-
recurring nature which primarily benefit 
future residents.  Debt financing provides a 
means of generating sufficient funds to pay 
for the costs of major projects.  Debt 
financing also enables the costs of the 
project to be supported by those who benefit 
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from the project, since debt service 
payments will be funded through charges to 
future residents. 

 
DEBT MANAGEMENT POLICIES 
   

 
Restrictions on Debt Issuance. 
 
1) Repayment of Borrow Funds.  The city will 

repay borrowed funds, used for capital 
projects, within a period not to exceed the 
expected useful life of the project.  This 
policy reflects the view that those residents 
who benefit from a project should pay for the 
project.  Adherence to this policy will also 
help prevent the government from over-
extending itself with regard to the incurrence 
of future debt.    

 
Limitations on Outstanding Debt 
 
1) Reliance on Long-Term Debt.  The City will 

limit long-term debt to capital improvements 
which cannot be financed from current 
revenues.  Incurring long-term debt serves to 
obligate future taxpayers.  Excess reliance 
on long-term can cause debt levels to reach 
or exceed the government's ability to pay.  
Therefore, conscientious use of long-term 
debt will provide assurance that future 
residents will be able service the debt 
obligations left by former residents. 

 
2) Debt Not Used for Current Operations.  

The city will not use long-term debt for 
financing current operations.  This policy 
reflects the view that those residents who 
benefit from a service should pay for the 
service.  Utilization of long-term debt to 
support current operations would result in 
future residents supporting services provided 
to current residents.             

 
Debt Refinancing 
 
1) General Refinancing Guidelines. Periodic 

reviews of all outstanding debt will be 
undertaken to determine refinancing 
opportunities. Refinancings will be 
considered (within federal tax law 
constraints) under the following conditions: 

 
 There is a net economic benefit.  
 
 It is needed to modernize covenants 

that are adversely affecting the City’s 
financial position or operations.  

 

 The City wants to reduce the principal 
outstanding in order to achieve future 
working capital to do so from other 
sources. 

 
2) Standards for Economic Savings.  The 

federal government has placed significant 
conditions on the tax-exempt refunding of 
outstanding issues.  Refundings have two 
general categories: 

 Current refundings, where the 
refunding bonds are settled within 
90 days of an optional prepayment 
date; and 

 Advance refundings, where 
refundings are settled more than 90 
days in advance of an optional 
prepayment date.  The federal 
restrictions are that any issue can 
only be advance refunded once on 
a tax-exempt basis.   

On advance refundings the City will seek to 
obtain a minimum present value savings level of 
3% of the present value of refunded debt service. 
State law requires a demonstration of savings of 
0.5% reduction in the average coupon interest 
rate between the refunding and refunded bonds.   

The complete debt management policy for the 
City of Missoula can be found in the appendix to 
this budget document. 

 
ACCOUNTING, AUDITING AND 
FINANCIAL REPORTING 
POLICIES 
   

 
GAAP.  The City will manage and account for its 

financial activity in accordance with 
Generally Accepted Accounting Principles 
(GAAP), as set forth by the Governmental 
Accounting Standards Board (GASB).  
GASB is recognized as the authority with 
respect to governmental accounting.  
Managing the city's finances in accordance 
with GAAP and in accordance with the rules 
set forth by GASB, provides the citizens of 
the City of Missoula assurance that their 
public funds are being accounted for in a 
proper manner. 

 
Basis of Accounting.  The city will maintain its 

accounting records for general governmental 
operations on a modified accrual basis, with 
revenues recorded when available and 
measurable, and expenditures recorded 
when services or goods are received and 
liabilities incurred.  Accounting records for 
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proprietary fund types and similar trust funds 
will be maintained on an accrual basis, with 
all revenues recorded when earned and 
expenses recorded at the time liabilities are 
incurred, without regard to receipt or 
payment of cash.  Adherence to this policy 
will enable the city to prepare its financial 
statements in accordance with Generally 
Accepted Accounting Principles as set forth 
by the Governmental Accounting Standards 
Board.  The basis of accounting is the same 
for both the budget and the financial 
statements. It is worth noting that 
depreciation is not budgeted.  Likewise, debt 
principle is budgeted for but is reported as a 
reduction of liability for the proprietary funds 
on the financial statements at year end.    

 
Financial Report.  The City of Missoula will 

prepare an Annual Financial Report (AFR) in 
conformity with Generally Accepted 
Accounting Principles (GAAP).  The report 
will be made available to the general public. 

 
Audits.  An annual audit will be performed by an 

independent public accounting firm, with an 
audit opinion to be included with the City’s 
published Annual Financial Report (AFR).  
Audits of the city’s financial records provide 
the public assurance that its funds are being 
expended in accordance with Local, State, 
and Federal law and in accordance with 
Generally Accepted Accounting Principles.  
Audits also provide management and the 
Council with suggestions for improvement in 
its financial operations from independent 
experts in the accounting field. 

 
INVESTMENT  POLICIES 
   

 
Scope  
 
This policy applies to the investment of short-
term operating funds.  Proceeds from certain 
bond issues will be covered by a separate policy.  
 
Pooling of Funds.  Except for cash in certain 

restricted and special funds, the City of 
Missoula will consolidate cash balances from 
all funds to maximize investment earnings.  
Investment income will be allocated to the 
various funds based on their respective 
participation and in accordance with 
generally accepted accounting principles.  

 
General Objectives.  The primary objectives, in 

priority order, of investment activities shall be 
safety, liquidity, and yield:  

 

Safety.  Safety of principal is the foremost 
objective of the investment program.  
Investments shall be undertaken in a 
manner that seeks to ensure the 
preservation of capital in the overall 
portfolio. The objective will be to 
mitigate credit risk and interest rate risk.  

 
 a.  Credit Risk  
 The City of Missoula will 

minimize credit risk, the risk of 
loss due to the failure of the 
security issuer or backer, by:  

i. Limiting investments to the 
safest types of securities  

ii. Pre-qualifying the financial 
institutions, broker/dealers, 
intermediaries, and 
advisers with which the 
City of Missoula will do 
business  

iii.Diversifying the investment 
portfolio so that potential 
losses on individual 
securities will be 
minimized.  

 
 b.  Interest Rate Risk  

 The City of Missoula will 
minimize the risk that the 
market value of securities in 
the portfolio will fall due to 
changes in general interest 
rates, by structuring the 
investment portfolio so that 
securities mature to meet cash 
requirements for ongoing 
operations, thereby avoiding 
the need to sell securities on 
the open market prior to 
maturity and by investing 
operating funds primarily in 
shorter-term securities, money 
market mutual funds, or similar 
investment pools.  

 
Liquidity. The investment portfolio shall 

remain sufficiently liquid to meet all 
operating requirements that may be 
reasonably anticipated. This is 
accomplished by structuring the 
portfolio so that securities mature 
concurrent with cash needs to meet 
anticipated demands (static 
liquidity). Furthermore, since all 
possible cash demands cannot be 
anticipated, the portfolio should 
consist largely of securities with 
active secondary or resale markets 
(dynamic liquidity). A portion of the 
portfolio also may be placed in 
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money market mutual funds or local 
government investment pools, 
which offer same-day liquidity for 
short-term funds.  

 
Yield. The investment portfolio shall be 

designed with the objective of 
attaining a market rate of return 
throughout budgetary and 
economic cycles, taking into 
account the investment risk 
constraints and liquidity needs. 
Return on investment is of 
secondary importance compared to 
the safety and liquidity objectives 
described above. The core of 
investments are limited to relatively 
low risk securities in anticipation of 
earning a fair return relative to the 
risk being assumed. Securities shall 
not be sold prior to maturity with the 
following exceptions:  
a.  A security with declining credit 
may be sold early to minimize loss 
of principal.  
b.   A security swap would improve 
the quality, yield, or target duration 
in the portfolio.  
c.   Liquidity needs of the portfolio 
require that the security be sold.  
 

Other areas. The complete investment 
policy, which is provided in detail in the 
appendix, also addresses standards of 
care, ethics and conflicts of interest, 
delegation of authority, safekeeping and 
custody, suitable and authorized 
investments, investment parameters, 
maximum maturities, and policy 
considerations. 
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FUND ACCOUNTING 
   

 
The City of Missoula maintains accounts in 
accordance to the principle of fund accounting to 
ensure that limitations and restrictions on the 
City’s available resources are observed and 
adhered to. Fund accounting classifies resources 
into funds or account groups with respect to the 
intended activities or objectives specified by 
those resources for accounting controls and 
financial reporting purposes. Each fund is an 
independent fiscal and accounting entity, and its 
operations are accounted for in a separate set of 
self-balancing accounts that comprise of assets, 
liabilities, fund equity, revenues, and 
expenditures or expenses. Account groups are 
reporting mechanisms used to compile certain 
assets and liabilities of the governmental funds 
that are not directly recorded in those funds. 
 
A FUND is a fiscal and accounting entity with a 
self-balancing set of accounts recording cash and 
other financial resources, together with all related 
liabilities and residual equities or balances, and 
changes therein, which are segregated for the 
purpose of carrying on specific activities or 
attaining certain objectives in accordance with 
special regulations, restrictions, or limitations.  
 
The most common reason for establishing a fund 
is to separately account for a restricted-use 
revenue or to comply with state or federal law. 
 
There is no limit to the number of funds that a 
government may establish and maintain for 
accounting and financial reporting. A generally 
practiced governmental accounting guideline is 
that a government should use the smallest 
number of individual funds as possible, 
consistent with its particular circumstances, and 
that individual funds are closed when its intended 
purpose no longer exists. 
 
An ACCOUNT is an organizational or budgetary 
breakdown which is found within city funds.  Each 
department serves a specific function as a 
distinct organizational unit of government within 
the given fund.  Its primary purpose is 
organizational and budgetary accountability. 
 
An OBJECT OF EXPENDITURE refers to 
specific, detailed expenditure classification.  It 
relates to a specific type of item purchased or 
service obtained.  Examples of objects of 
expenditure include salaries, supplies, contracted 
services, travel, etc. 
  
The city’s financial operations and fund structure 
conform with generally accepted accounting 

principles.  The funds are grouped under 
governmental funds, proprietary funds, and 
fiduciary fund types.  The city’s fund structure is 
comprised of the following funds, all of which are 
budgeted. 
 
GOVERNMENTAL FUND TYPES 
   

 
Governmental Funds are those through which 
most governmental functions of the city are 
financed.  The acquisition, use, and balances of 
expendable financial resources and the related 
liabilities are accounted for through governmental 
funds. The following are the city's governmental 
fund types: 
 
General Fund — accounts for all financial 
resources except those required to be accounted 
for in another fund. The General Fund is the 
City's primary operating fund. 
 
Special Revenue Funds — account for the 
proceeds of specific revenue sources that are 
legally restricted to expenditures for specified 
purposes (other than for major capital projects). 
Examples include: Building Inspection, Impact 
Fees, Health Insurance Levy and the Cable 
Franchise Fee Fund. 
 
Capital Project Funds — account for financial 
resources to be used for the acquisition or 
construction of major capital facilities (other than 
those financed by proprietary funds.)  Examples 
include: Open Space Acquisition, 2006 Fire 
Station General Obligation Bond Construction 
Fund and the Capital Improvement Program 
Fund. 
 
Debt Service Funds —- account for the 
accumulation of resources for, and the payment 
of, principal and interest on general long-term 
debt. 
 
PROPRIETARY FUND TYPES 
   

 
Proprietary Funds are used to account for 
ongoing organizations or activities which are 
similar to those often found in the private sector. 
The following proprietary funds are used by the 
city. 
 
Enterprise Funds —- account for operations that 
are financed and operated in a manner similar to 
private business enterprises, where the intent of 
the governing body is that the costs (expenses, 
including depreciation) of providing goods or 
services to the general public on a continuing 
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basis be financed or recovered primarily through 
user charges; or where the governing body has 
decided that periodic determination of revenues 
earned, expenses incurred, and/or net income is 
appropriate for capital maintenance, public policy, 
management control, accountability, or other 
purposes.  Examples include: Wastewater 
Treatment Plant Fund. 
Internal Service Funds —- account for the 
financing of goods or services provided by one 
department to other departments of the City, or to 
other governmental units, on a cost-
reimbursement basis. Examples include:  
Employee Health Insurance.  
 
FIDUCIARY FUND TYPES 
   

Trust and Agency Funds:  Trust and agency 
funds are used to account for assets held by a  
governmental unit in a trustee capacity or as an 
agent for individuals, private organizations, other 
governmental units, and/or other funds.   
Examples include: Business Improvement 
District. 
 
CONSISTENCY WITH AUDITED 
FINANCIAL STATEMENTS 
   

 
The City of Missoula's budgeted funds are 
consistent with the City’s audited financial 
statements. 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

    
 
Shown below is a graphic summary of the City’s fund Structure.  
 

 
 
 

All Funds 

Governmental Funds Types Proprietary Fund Types Fiduciary Fund Types 

General Fund 

Special Revenue Funds 

Debt Service Funds 

Capital Project Funds 

Enterprise Funds 

Internal Service Funds 

Agency Funds 
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PURPOSE 
   

 
The organizational units set forth in this section of 
the Budget represent the City’s system of 
delivery of services and allows the City to 
accomplish the following: 
 

 Establish policies and goals that define 
the nature and level of service to be 
provided. 

 Identify activities performed in delivering 
program services. 

 Set objectives for improving delivery of 
services. 

 Appropriate the resources required to 
perform activities and accomplish 
objectives. 

 
 
ORGANIZATION 
   

 
The city’s operating expenditures are organized 
into the following hierarchical categories: 
 

 Function 
 Department 
 Program/Activity 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

FUNCTION 
    

 
Function represents the highest level of 
summarization used in the City’s operating 
structure.  Functions are a grouping of relating 
operations and programs that may cross 
organizational (departmental) boundaries.   
Functions are aimed at accomplishing a broad 
goal or delivering a major service.  The five 
functions in the city’s operating structure are:   
 

 General Government 
 Public Safety 
 Public Works 
 Public Health 
 Social & Economic Services 
 Culture & Recreation 
 Housing & Community Development 
 Conservation of Natural Resources 
 Miscellaneous 

 
 
 
DEPARTMENTS 
   

 
Departments represent a grouping of related 
programs within a functional area such as Police 
Department within the broad functional area of 
Public Safety. 
 
 
PROGRAM/ACTIVITY 
   

 
Programs/Activities of a Department are the 
specific services and task performed in the 
pursuit of its objectives and goals.  
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