
Financial Policies 

 

The City of Texarkana, Texas has a responsibility to its citizens to account for and 

manage the public funds of the City by acting with integrity, responsible stewardship, 

accountability, and transparency. The financial policies of the City of Texarkana, Texas 

outline the guidelines for fiscal management of the City.  Specific procedures have been 

implemented to support these policies and are included in a separate document. The 

City’s charter also offers additional guidance related to the City’s fiscal operations. The 

financial policies and supporting procedures should be reviewed annually to allow for 

procedural and legal changes, along with best practices as recommended by respected 

organizations in the financial industry. 

Basis of Accounting 

The financial statements of the City of Texarkana, Texas are prepared in conformity 

with generally accepted accounting principles (GAAP) as established by the 

Governmental Accounting Standards Board (GASB). The City uses fund accounting to 

ensure and demonstrate compliance with finance-related legal requirements. All of the 

funds of the City can be divided into three categories: governmental funds, proprietary 

funds, and fiduciary funds. 

 Governmental Funds: These funds are used to account for activities primarily 

supported by taxes, grants, and similar revenue sources. Governmental funds 

are used to account for the City’s governmental activities, and include the 

General, Special Revenue, Debt Service and Capital Projects Funds. They are 

reported using the current financial resources measurement focus and modified 

accrual basis of accounting, recognizing revenues when they are measurable 

and collectible, and recording expenditures when a liability is incurred.  

Revenues such as property taxes, sales tax, franchise taxes, and interest 

revenue are accrued in the financial period earned, while other revenue items are 

considered to be measurable and collectible only when cash is received.   

 Proprietary Funds: These funds are used to account for activities that receive 

significant support from fees and charges. Proprietary funds include enterprise 

and internal service funds. The City uses an enterprise fund to account for its 

water and sewer operations.  The Texarkana, Texas Water Utilities Fund is 

considered a major fund of the City and is reported in the City’s Comprehensive 

Annual Financial Report (CAFR). However, this fund prepares and presents a 

separate annual budget document that can be viewed on the City’s website. The 

City uses internal service funds to account for its Employee Health Fund and 

Fleet Services Fund. 

 Fiduciary Funds: These funds are used to account for resources that a 

government holds as a trustee or agent on behalf of an outside party that cannot 



be used to support the government’s own programs. Fiduciary funds include 

pension trust funds and agency funds. The Firemen’s Pension Fund is classified 

as a pension trust fund and accounts for the accumulation of resources to 

provide retirement benefits to the City’s firefighters. The Police Evidence Fund 

and Drug Enforcement Fund are both considered agency funds. These funds 

account for evidence money seized by the police department and held in escrow 

until a court directs disposition of assets. 

 

Budget 

 The City’s fiscal year begins on October 1 and ends on September 30. 

 The City Manager prepares an annual budget development calendar for City 

Council approval. 

 The City Manager presents the annual budget document for City Council 

adoption prior to the end of the current fiscal year.  The document must contain 

the following: 

 City Manager’s budget message, explaining the budget, outlining the financial 

objectives of the City for the budget year, and describing important features of 

the budget plan. 

 A statement of budgeted revenues and expenditures by department and fund, 

with columns for prior year actual numbers, current year estimated numbers, 

and budget year estimates. 

 A contingent appropriation not to exceed three percent (3%) of total General 

Fund expenditures, controlled by the City Manager, to be used only for 

unforeseen expenditures or established emergencies. 

 Analysis of the tax rate. 

 A table showing tax levies and collections by years for at least the past five 

(5) years. 

 A description of all outstanding bond issues and other debt instruments, showing 

interest rate, maturity date, authorized amount, issued amount, and outstanding 

amount. 

 A special funds section. 

 A list of capital projects to be undertaken in the budget year and within the next 

five (5) succeeding years. 

 The budget is to be adopted by City Council by a majority vote before the end of 

the current fiscal year. 

 The City Manager may transfer any unencumbered appropriated balance as 

necessary between expenditure types, departments, or agencies of the City. 

 The City Manager may request budget amendments to be adopted by City 

Council as long as the total City budget remains balanced, including the 

designation of any unassigned fund balance as a revenue. 

 



Fund Balances 

Fund balances for governmental funds are reported based on the nature of limitations 

requiring the use of resources for specified purposes.  Fund balance classifications are 

as follows: 

 Nonspendable: Fund resources that are not in spendable form, such as prepaid 

items or balances that are legally or contractually required to be maintained 

intact, such as an endowment. 

 Restricted: Fund resources that can be spent only for specific purposes 

stipulated by external resource providers or by law. 

 Committed: Fund resources that have self-imposed limitations set in place by 

the City Council as the highest level of decision making authority for the City. The 

limitation remains in place until City Council action is taken to remove it. 

 Assigned: Fund resources that are intended to be used for specific purposes 

that do not meet the criteria to be considered committed.  The City Council can 

assign fund balance and has also authorized the Chief Financial Officer to assign 

fund balance.  No additional formal action is required by the City Council to 

remove an assignment. 

 Unassigned: Fund resources that are in spendable form and are neither 

restricted, committed, nor assigned.  

The City operates under a General Fund Balance Policy for unassigned general fund 

balance. It is the goal of the City to achieve and maintain an unassigned fund balance in 

the general fund in the range of 25% - 35% of general fund expenditures, exclusive of 

capital outlay and debt service expenditures. The City considers a balance of less than 

25% to be cause for concern, barring unusual or deliberate circumstances. This policy 

was approved by the City Council through Ordinance No. 2016-054. 

 

Capital Improvement Plan 

The capital improvement plan allows the City to determine the amount of public debt it 

can accommodate in relation to total financial needs of the city on both the near and 

long-term basis. Properly identified, developed, and executed capital projects serve to 

preserve or improve property values and enhance economic development. The initial 

plan was approved by the City Council through Ordinance No. 2016-086 and a list of 

projects is included in the annual budget document. Any addition or removal of projects 

will be submitted to the City Council for approval before the plan is updated. 

 

Purchasing Policy 



The purchase of goods and services should be made in accordance with the City’s 

purchasing manual and other federal, state, and local statutes. A copy of the purchasing 

manual can be found on the City’s website at http://ci.texarkana.tx.us/346/Purchasing. 

 

Investment Policy 

The City has established an investment policy and strategy guidelines to achieve the 

goals of safety, liquidity, public trust, and yield for all investment activity. The City 

Council shall review and adopt, by resolution, its investment strategies and policy not 

less than annually. The resolution shall include a record of changes made to either the 

investment policy or strategy. The policy serves to satisfy the statutory requirement of 

the Public Funds Investment Act and Public Funds Collateral Act of the Texas 

Government Code Chapter 2256 and Chapter 2257. A copy of the investment policy 

can be found on the City’s website at the following link: 

http://ci.texarkana.tx.us/DocumentCenter/View/3661 
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