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Budget Procedures
 

The Charter of the City of Chattanooga and 
Municipal Budget Law,  passed by the Tennessee 
General Assembly in 1982 designates the City 
Council as being the governing body responsible for 
the preparation and passage of the annual budget.  
(See TCA Title 6, Finance & Taxation, Chapter III, 
Section 6.80)

The Management & Budget Analysis Section, a 
subsection of the Department of Finance, is the 
catalyst for the budget process for the City Council.                                      

A brief description of the form of government in 
the City of Chattanooga will be useful to fully 
understand the budget process. The City operates 
under a Council/Mayor form of government, having 
changed from the Mayor/Commission form in 1990.  
The current organizational plan places legislative 
responsibility for municipal government in the  
City Council and gives administrative or executive 
authority to the Mayor.  The Council levies taxes, 
enacts ordinances, adopts the annual budgets as 
well as performs other legislative functions.  The 
Mayor, who is elected by the citizens of Chattanooga 
in an at-large vote, carries out the programs and 
policies approved by the City Council.  In addition 
to advising the Council on policy and legislative 
matters, the Mayor also recommends the annual 
budgets and work programs.
   
The  budget of the City is the single most important 
responsibility of the Council.  The budget document 
passed each year must effectively accomplish 
several criteria as well as meet certain governmental 
budgeting standards.  The Government Finance 
Officers Association has established four (4) criteria 
that governmental budgets should meet:

 A governmental budget should:
(1)  Be a policy document
(2)  Be an operating guide
(3)  Be a financial plan, and
(4)  Be a communications device

To insure these criteria are met, a budget calendar 
and budget policies are prepared to facilitate the 
budget adoption. With these tools City Departments 
and Agencies develop budget requests as well as 

  Policies &
 Procedures

performance data to reflect their goals and 
objectives for the upcoming  fiscal year.   

In early January, the Budget Staff, working 
under the direction of the Finance Officer, 
compiles draft copies of the proposed 
budget calendar as well as the proposed 
budget policies.  When the Finance Officer 
is satisfied the proposals meet the needs 
of the Departments/Agencies, they are 
presented to the Mayor and Chief Operating 
Officers (COO) for review. The Mayor and 
COO  presents the documents to the City 
Council for review and approval. These 
policies provide the guidelines needed by 
the City Departments/Agencies for budget 
preparation for the upcoming fiscal year. The 
Management & Budget Analysts prepares 
budget forms and supplementary data for 
distribution to the various Departments and 
Agencies via intranet. All documents are 
prepared and transmitted electronically. 
This budget request form, along with the 
supplementary data, provides the detailed 
expenditures for each activity within every 
department for the prior fiscal year, the current 
fiscal year-to-date, as well as, projected 
through end of fiscal year. Each major 
variance in requested appropriations by a 
department or agency must be accompanied 
by a detailed justification.  

The Management & Budget Analysts in 
conjunction with the City Finance Officer 
and various departments and agencies 
prepare detailed estimates of all anticipated 
revenues from all sources.  The Revenue 
Budget Form contains data on the prior fiscal 
year, current year-to-date,   a projection 
through the end of the fiscal year, and the 
amount estimated  to be collected in the next 
fiscal year.   These estimates are monitored 
throughout the budget process and changed 
as required. When the Revenue Budget Form 
is completed, it is discussed in detail with the 
Mayor and COO by the Finance Officer.

The departments and agencies are given a 
deadline to turn in their budget requests to 
the City Finance Office.  During this time, 
their budgets are finalized by their budget 
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personnel working closely with the Management 
& Budget Analyst assigned to their department.  
The goals and objectives of each activity are  
formalized, and the financial means to accomplish 
them are incorporated into their budgets.  
When presented to the City Finance Office, a 
department’s budget consists of Budget Forms for 
each activity within the department, overlaid with 
a departmental summary form.   The department’s 
overall goals and objectives are stated here on 
the summary forms.                                                                              

Upon receipt of completed budget request 
forms from all departments and agencies, the 
Management & Budget Analysts begin a review 
process.  Budget documentation turned in by 
the departments should include a statement of 
proposed departmental goals and objectives, 
performance measures, an estimate on the status 
of performance at the end of the current year as 
well as traditional account line item expenditure 
requests and justification for maintaining current 
and expanded expenditure requests.  Each  
Budget request is reviewed by the Budget 
Analysts   to insure compliance with the budget 
policies.

Total Request Packages are prepared for Council.   
They schedule budget sessions with departments 
to review requests and discuss various issues 
to gain a thorough understanding of the budget 
requests.

After Council Education sessions are over, budget 
sessions are held with department Administrators, 
Finance Officer, Deputy Finance Officer and  
Budget Analysts for  further discussion or request 
and potential changes. When this is accomplished, 
the balanced budget is presented to the Mayor 
and COO for review and edit. When the Mayor is 
satisfied that the budget presented represents the 
goals and objectives of the City and the financial 
means of reaching those goals and objectives, 
the Finance Officer and COO meets with the 
Chair of the Budget and Finance Committee 
to give an overview. The Mayor and COO then 
present the balanced budget to the Budget and 
Finance Committee of the City Council.  The City 
Council then begins a review  of the Mayor’s 
proposed  balanced budget.  This is done through 

the Budget Committee,  where numerous work 
sessions are held to examine all aspects of the 
proposal.  Department Administrators are asked 
to attend to respond to any questions posed by 
the public and/or Councilmembers.  Changes are 
made by the Council at their discretion.  Finally, 
when the budget is agreed upon, a Budget 
Ordinance is prepared  for public comment via 
public hearings and adoption by the City Council 
at a regularly scheduled meeting.  In this Budget 
Ordinance, the City Council sets the tax rate 
for the next year to support the budget being 
submitted.  The City Council holds public hearings 
on the budget proposal during the time the budget 
is first presented and when it is finally passed.  
The Budget  Ordinance, like all City Ordinances, 
must pass two readings of the Council  to become 
law. 
    
During May and June, budget hearings are held 
by the Council that allow comment/input from 
citizens.  Prior to July 1, the City adopts an interim 
budget appropriating  funds for the usual and 
ordinary expenses of the City government in an 
amount not to exceed one-twelfth of the preceding 
fiscal  year operating budget  for each month that 
the interim budget is in effect.  Subsequently, 
the budget is legally enacted through passage 
of an ordinance with an operative date of 
July 1.  Upon adoption of the annual budget 
ordinance by the Council, it becomes the formal 
budget for City operations.  After the budget 
ordinance is adopted, the council can increase 
the budget only if actual receipts exceed the 
estimated, or from accumulated surplus in the 
amount of an unexpended appropriation from 
the previous year.  Budget control is maintained 
by recording encumbrances as purchase orders 
are written.  Financial reports, which compare 
actual performance with the budget, are prepared 
monthly and are available online and in hard copy 
for the Council, Mayor and department managers 
to review.  Open encumbrances are reported 
as reservations of fund balance at June 30.  All 
unencumbered and unexpended appropriations 
lapse at year-end.
 
The City Finance Officer is authorized to transfer 
budgeted amounts from one account to another 
within or between the accounts of the various 
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agencies and divisions of government and the 
various departments of the City as may be 
necessary to meet expenditures for the fiscal year. 
Changes in total budgets at the fund level must be 
approved by City Council.
 
Formal budgets are adopted for the General Fund, 
Debt Service Fund, all enterprise funds and a 
majority of the Special Revenue Funds, including 
the  State Street Aid Fund. These formal budgets 
are adopted on a departmental basis. Line item 
amounts from the budget preparation phase are 
booked on the appropriation ledger.

The City’s budget preparation is an evolving 
process.  Changes are constantly made to facilitate 
the development of a financial plan that ensures 
effective and efficient delivery of quality services 
while providing long term fiscal sustainability 
and a strong fiscal position for the citizens of this 
community.
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    Review/Development
Identify Issues, update procedures, develop guidelines, 

create and update budget forms 

Adoption

Review/Assessment
Review request  submitted by departments, 

discussion with departments

Present proposal to Council, 
revise ,  prepare Budget  
Ordinance for public hearings 

and final adoption

The  Budget  Pyramid  Approach  Model

Development/Update
Prepare proposed budget  for 
presentation to Mayor.  Prepare 

presentation  for Council.

July

June

April/May

March

January

é

é

é

é
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June  

             2-5 GFOA 107th annual conference San Francisco, CA
                 5 Budgeting for Outcomes (BFO) Training                    

6 Give Request Info to Departments
11 Budget Support Sessions for Departments
13 Budget Support Sessions for Departments

13 Process Check Point
21 Request for Offers due

21 Begin Review/Ranking of  requests
             6/21- 7/5 Review/Feedback/Final Drafts/Finalize 

Ranking & Awards
28 Final day for Capital Budget Meetings

July
1 Deliver Capital Budget to COO

8 Communicate BFO Awards to Departments
9 Discuss Capital Budget with COO

22 Present Budget to Mayor
30 Present to Council: PAK Books & Power Point

August
6 Budget work session with Council
13 Budget work session with Council

20 First reading to Council on Operations Budget
27 Second reading to Council on Operations Budget

27 First reading to Council Capital Budget

September
3 Second reading to Council Capital Budget

November/December
 Mid Year Review and preparation 

for Budget Projections  
Budget staff  finalize CABR 2013

           25 Deadline date for CABR submission to GFOA

December
11 Budget & Finance Committee meeting – 5 month 

report from United Way
 31 Cutoff date for FY13 actual expenditures and 

encumbrances included on Budget Forms

January
     4 Operations Budget forms available on intranet  
           9 Capital Budget forms available on intranet

February
          4 Deadline for Operations Budget submissions

      8 Deadline for Non-Profit and Agency 
submissions to City Council.                           

     5-3/1 Internal review of operations budget  
requests  and discussions with Department 

Administrators
    28 Deliver  “Total Request”  budget to City 

Council
 28  Deadline for Capital Budget submissions

March
   5 Mayor and City Council election

          3/1-3/19 Internal review and preparation of  
Capital Requests

 3/1-3/19 Deliver “Total Capital Request”  budget to 
City Council

          22 TGFOA Spring Institute, Sevierville TN
 3/1-4/5 Continued internal review of Operations and 
Capital requests including follow up discussions with 

Department Administrators
 

April
      2 Mayor and City Council run-off election, if 

necessary
   8 Mayor and Council Inauguration

        8-12 Preparation of Mayor’s Recommended 
Operations Budget for Council 

      30 Preparation of Mayor’s Recommended Capital 
Budget 

May
           1-3 Discuss Operation Budget with Mayor
         1-3 Discuss  Operation Budget with Council 

Budget & Finance Committee Chair
       9 County Joint Budget Hearings (TBA- early 

May) 
    15 New Budget Calendar established 

5/31-6/28 Capital Budget Meetings
 

budget calendar
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Budget Policies
Providing basic public services and facilities necessary to 
meet the current and future needs of its citizens are the City’s 
highest priorities.  The City strives to deliver  those current   
and future public services that would not be provided without 
public action and proper planning. Basic public services can 
be defined as those services that are:
   
•	 essential	to	the	health	and	safety	of	the	City’s	citizens,	
•	 necessary	in	order	to	avoid	irreparable	damage	to	City	

resources,	and	
•	 a	 service	 that	 the	 absence	 of	 which	 would	make	

the	City’s	 quality	 of	 life	 generally	 unacceptable	 to	 its	
citizens.              

Within this framework, the City prepares its operating and 
capital budget each year.  

The overall goal of the City’s financial plan is the effective 
management of its limited resources to deliver quality 
services and ensure long term sustainability and a strong 
fiscal position.  

The Budget Ordinance also provides the basis of financial 
control to ensure compliance and prevent any overspending.  
Monthly reports comparing budgeted amounts to actual 
amounts are readily available online to each  department 
for review.  These reports are also used to search for 
funding sources, or unexpended appropriations, needed if 
a departmental mission is adjusted in midyear. 

The following section outlines the budget policies for use in 
preparation of the City’s FY 13/14 Operating Budget   Once 
adopted, the budget policies are set in place to serve as the 
guide for the fiscal year:             

This document provides guidance and direction for 
completing the City’s operations budget request for fiscal 
year ending June 30, 2014.  Please read and follow these 
instructions carefully to ensure the most efficient and 
effective use of public funds.

Department heads are encouraged to reevaluate programs, 
processes and procedures to provide optimum efficiencies 
in delivery of city services within available resources.  
Any recommended changes, reductions, additions, or 
enhancements to the current operations should be clearly 
documented in the budget detail as well as the “EXECUTIVE 
SUMMARY”.

As a CONTINGENCY PLAN, in the event that the costs of 
maintaining existing services exceed estimated revenues, 
we ask that a supplemental information/budget be included 
that reflects a 3% cut to your FY 2013 budget.  A description 

of the changes proposed in the supplemental budget 
along with the impact on service delivery should be 
clearly explained in the Executive Summary.

Minimally, each budget request must include the 
following: 

 
1. Zero Increase Budget which may require 

adjustments to offset current increases in 
personnel and other operations costs.

2. Maintain Budget which includes current 
increases in personnel costs such as fringe 
benefits; operations costs such as utilities, 
vehicle repair & maintenance; fuel and cost of 
materials and supplies, etc.

3. Salaries & Benefits should be based on 
projections provided.  Any change in personnel 
costs must be clearly documented.  Any overall 
increase in employee compensation will be 
proposed by the Mayor and should not be 
included in items 1 and 2. 

4. A supplemental/contingency budget of 
recommended 2% reduction in costs should 
future economic conditions result in an 
unanticipated decline in revenue or unavoidable 
costs increases.

5. One of the most important parts of your budget 
request is the “Executive Summary”.  This is 
a brief synopsis that provides an overview of 
your request and operations as we try to make 
difficult choices among competing projects with 
limited resources.  This summary provides 
valuable information about your budget that 
may not be apparent in the budget dollars 
alone.  Keep in mind that this is a valuable 
source of information for the Mayor and Council 
as they evaluate your request along with the 
many others received.  Emphasis should be 
placed on changes in funding and the potential 
impact on city services.

DETAILED BUDGET INSTRUCTIONS

1.  Requests will be submitted on a line item 
(Account) basis. Flexibility is allowed in the 
budget preparation through a combination of 
salary and operating costs.  Generally, any 
growth in funding for a particular line item must 
be fully justified and will be at the expense of 
some other line item, barring a specific revenue 
source generated to cover the additional 
expense.

2.  Total Requests as shown on the budget 
spreadsheet is divided into two parts – the 
Maintain Requests and the Additional Requests.  
Any additional requests for a particular line item 
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must be offset by a reduction in another line 
item to affect no change in total requests over 
Fiscal Year 2013.  Additional funding must be 
accompanied by narrative justification.

3. Maintain Requests will be based upon the Projected 
FY2013 expenditures less any one-time, non-
recurring expenditure.

 a. Requests for one-time, unavoidable costs that 
are anticipated for the FY2014 budget will 
be included in the Additional Requests with 
justification.

 b. Requests for recurring unavoidable increases, 
including such items as street lighting, utilities, 
pension costs, health insurance, etc., will be 
included in the Maintain Requests.

4. Personnel Issues
 a. Maintain Requests for Salaries & Wages must 

include all positions authorized and funded at 
the current Pay Plan Amount.  Any frozen or 
unfunded positions in current year should remain 
frozen unless swapped with another position 
at a comparable pay grade to be frozen. The 
Finance Office will provide salary projections for 
all authorized positions.  Adjustments should be 
made for frozen positions.

 b. Maintain Requests, subject to item g below, will 
not include any requests for funding of additional 
personnel.

 c. Do not include funds for pay raises or pending 
reclassifications except as outlined in g below.  
All salary adjustments will be made by the 
Management & Budget Analysis Staff.

 d. Budget Requests for overtime must be from a 
zero base, consistent with overtime policy and 
not based on prior year experience only

 e. Temporary staffing should be budgeted under 
“Salaries & Wages.” Payroll taxes should be 
included for temporary workers.

 f. Any hiring of contract employees must stand 
up to IRS scrutiny.  Guidelines can be found 
in the Finance intranet site under the topic 
“Independent Contractors”.

 g. NO INCREASE IN POSITIONS OR POSITION 
RECLASSIFICATIONS WILL BE CONSIDERED 
IN THE FY2013 ZERO INCREASE OR MAINTAIN 
BUDGET WITHOUT A CORRESPONDING 
REDUCTION/RECLASSIFICATION IN 
EXISTING POSITIONS RESULTING IN THE 
SAME OR REDUCED COSTS TO THE CITY.

 h. Any requests for increase beyond item g above 
must be part of a supplemental budget with 
detailed explanations in the executive summary

 i. A completed Job Analysis Questionnaire 
(JAQ) and the Classification Action Request 
Form:  FY2013-2014 Budget Process must be 

submitted to Personnel for review and approval for 
new and/or additional existing positions including 
reclassifications.  The JAQ and Classification Action 
Request Form:  FY2013-2014 Budget Process is 
available on the City’s intranet website.  The link is 
below.  If you have questions, contact Jean Smith 
at 757-4862 or 

  http://int.chattanooga.gov/forms.asp?Dir=Personnel    

5.  Renewal & Replacement include capital operating 
requirements such as equipment that has a useful 
life of 15 years or less and a cost less than $25,000 
dollars.  Items with a longer useful life and greater 
cost will be included in the Capital Budget. 

6.  City Garage charges will be included in each activity 
for vehicle lease and repairs & maintenance.  
Parts will be billed by the Garage at a 25% mark-
up.  Vehicle maintenance cost should take into 
consideration any additional leased vehicles. The 
current labor rate is $65.00 per hour. The average 
price of fuel for FY14 is estimate at $3.65 per gallon 
for unleaded gasoline and $4.00 per gallon for diesel.  
The actual fuel prices will continue to fluctuate as 
the market rate changes. Use of the City’s garage 
services is mandatory for applicable procedures/
services unless specific approval of the Mayor is 
obtained in advance.  See Attachment A for complete 
listing of vehicle lease rates by vehicle type.  See 
Attachment A for complete listing of vehicle lease 
rates.

7.  Fringe Benefits costs including OPEB must be 
included in each Activity Request in which there 
are full time personnel. A listing of these rates are 
included as Attachment B.

Description Employer Cost/Rate Employee Cost Total Premium/Cost
Medical
Individual $4,215.84 $999.84 $5,215.68
Subscriber + Child $7,694.81 $1,845.12 $9,539.93
Subscriber + Spouse $8,848.80 $2,098.08 $10,946.88
Family $12,767.52 $3,050.40 $15,817.92

Onsite Medical Cost $946.32
Onsite Facility Cost $672.00
OPEB ‐ Sworn Personnel 19.80%
OPEB ‐ Civilian 9.50%
Pension ‐ Fire & Police 35.86%
Pension ‐ General 13.72%

Life & AD&D Insurance

Long Term Disability Ins.
FICA
Medicare

$0.178/$1000 coverage per mo. (Max $50,000 
Coverage)

$0.265/$100 covered salary/month (remaining 50% 
paid by pension fund)

6.20%
1.45%
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8.  Utility Costs are anticipated to increase for FY14 from 
FY13 as follows: 

 

9.  Radio Maintenance will be charged at $109.74 per 
radio per year.  

OTHER INSTRUCTIONS

Descriptions, Goals & Objectives, and Performance Measures 
for each activity for FY13 are available on the intranet.  Please 
update, where necessary, for FY14 as they are included in 
the City’s Comprehensive Annual Budget Report which is 
a publication intended for external users including rating 
agencies, financing institutions and most of all the taxpayers.    
Please return updated Descriptions and Goals & Objectives 
information with the budget submission on February 4, 2013.  
Year end Performance Measures are due July 31, 2013.

1.  The Budget submission will not be complete or 
considered if Descriptions, Goals and Objectives 
are not submitted timely as they will become part of 
the decision making process for budget approval in 
FY14.

2.  Completed Budget Request Forms and Documents 
must be submitted to the Budget Office by February 
4, 2013.

Budgeting For Outcomes (BFO) 
Process
Mayor Berke has introduced a new process –Budgeting for 
Outcomes - to ensure that the City’s financial resources are 
allocated to clear areas of priority defined by community 
input.  We have three goals for this first year: 1) Introduction 
of the Principles of this new budgeting methodology 2) The 
allocation of a small percentage of the total budget toward key 
priority areas 3) Create a process and knowledge platform 
that can serve as a spring board for the continued application 
of this methodology in coming fiscal years. This document 
provides guidance for revising the operations budget requests 
for the fiscal year ending June 30, 2014 as a first step in the 
new process. 

By now you should have already received some training on 

the benefits as well as the expectations of this new approach 
to budgeting. To facilitate the process, the budget form in 
your folder includes a revision from your original request 
which is based on an overall balanced budget reflecting 
current revenue estimates.  Each department administrator/
director is asked to prepare a revised outcome based 
budget for FY2014 that is 5% less than the initial balanced 
budget amount shown as “Initial Balance Budget 2014”.  
The additional savings will become the Resource Fund 
for which administrators may compete based on a plan 
presented that will most effectively address the priorities of 
the administration as defined by significant community input. 

Please read and follow these instructions carefully to help 
ensure that your budget will be afforded maximum 
consideration during review  

1.  Scenarios – Your revised budget must reflect a 5% 
reduction from the FY14 initial balanced budget. 

2.  Personnel – In order to achieve the level of savings 
requested, departments must take a careful look at 
the appropriate level of staffing needed for delivery 
of services.  

 a.   A revised Salary Projection is included in your 
folder to facilitate this review.  The projection 
includes authorized, vacant and frozen positions 
as of 5/21/13. Consult your MBA staff person for 
adjustments made to effect the initial balance budget

 b.  Any requests for addit ional personnel or 
reclassifications must be fully justified. 

 c.    Temporary staffing should be budgeted under 
“Salaries & Wages.” Payroll taxes should be 
included for temporary workers (account #601102 
temporary staffing).

 d.   A Budget Request Personnel Summary must be 
included with your submission.

3.  Operations – It is expected that current year 
projections may exceed the revised budget.  The 
current budget reflects the suspension of the capital 
component of the fleet leasing program for the 
General Fund.  

4.  Executive Summary - This summary provides 
valuable information for the Mayor, Chief Operating 
Officer and City Council that may not be apparent 
in the budget dollars alone. Emphasis should be 
placed to clearly identify changes in personnel and 
operations costs from FY13 and the potential impact 
on city services/programs.  All changes in personnel 
and service delivery must be clearly documented.  

5.  Major Increase/Decrease – The major increase/
decrease form must be included with your 
submission.

Description Rate/Cost
Electricity 3%
Natural Gas 1%
Water 12.00%
Sewer 9.50%
Radio Maintenance $109.74 / per radio per year
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6.  Renewal & Replacement – Update the request 
for equipment that has a useful life of 3 years or 
more and a cost less than 25,000 dollars.

7.  Budgeting for Outcome Requests – In addition 
to the revisions to your budgets, you should 
designate a team of individuals tasked with the 
drafting of proposals that can achieve results 
in the areas of Public Safety, Economic and 
Community Development, Youth and Family 
Development, and Government Innovation/
Efficiency. Specific instructions and forms will be 
disseminated separately.

Revenue Policies

The City of Chattanooga’s revenue programs are 
administered by the Management & Budget Section of 
the Department of Finance &  Administration.  The Budget 
Section adheres to long-standing principles which insure 
stability and financial health.  The cornerstone of these 
principles followed by the City is an air of conservatism.  
The City never has, and never will, intentionally 
overestimate a revenue source merely to fund a project 
or additional personnel. The revenue policies of the City 
remain fairly constant from year to year, changing to 
include new revenue sources and an extension of the tax 
base when appropriate.  These revenue policies give a 
good insight into the reasoning being considered by the 
City at budget time.  The policies themselves reflect the 
conservative approach used by the City. 
     
Revenue policies of the City include, but are not limited 
to the following:
    
 The City will maintain effective collection systems 

and implement aggressive enforcement strategies 
to maximize revenues from all sources.   
   

 The City will attempt to maintain a revenue system 
which will encourage development of alternative 
revenue sources.                 

    
 The City will continually monitor the local tax effort, 

such as  property tax and sales tax, and compare 
it with other cities of comparable size. 

                 
 The City will maintain a broad revenue base; that 

is, a large number of widely diversified revenue 
sources will be established and maintained in 
order to distribute the revenue burden equitably 
and protect the City from short-term fluctuations 
in any one revenue source.

      The City will follow a conservative approach in the 
projection of revenues so that actual revenues at 
year end will consistently equal or exceed budgeted 
amounts.

              
 The City will actively seek Federal and State grants 

and insure a fair proportion is received.
    
 The City will review all user fees and licenses 

annually, adjust these fees and licenses when 
appropriate, and establish new fees and licenses 
when necessary. 

 The City will establish all user charges and fees 
at a level related to the full cost of providing the 
operating, direct, indirect, and capital services.

              
 The City will limit the designation of General Fund 

revenues for specified purposes in order to maximize 
flexibility and utilize revenues more efficiently.

 The City will continue to maintain its low Debt Ratio 
in providing funding through general obligation bond 
sales.

  
Cash Management & Investment Policy

1.0  Policy.  It is the policy of the City of Chattanooga to invest 
public funds in a manner which will maximize investment 
return with maximum security while meeting the daily cash 
flow demands of the City and conforming to all state and 
local statutes governing the investment of public funds.  The 
City Treasurer is authorized to manage the investments 
described herein. 

2.0 Scope. This investment policy applies to all financial 
resources of the City of Chattanooga, other than funds of 
The City of Chattanooga General Pension Plan and The 
City of Chattanooga Fire and Police Pension Plan, managed 
by a board of trustees or contractual managers; Deferred 
Compensation Plan funds managed  externally; and such 
funds excluded by law, bond indenture or other Council-
approved covenant. 

These funds are accounted for by the City’s Finance Division, 
as represented in the City of Chattanooga Comprehensive 
Annual Financial Report and include: 
         
 2.1 Funds
 (1) General Funds 
 (2) Special Revenue Funds 
 (3) Debt Service Fund (unless prohibited by bond indentures) 

 (4) Capital Project Funds 
 (5) Enterprise Funds  
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 (6) Any new fund created by the City Council, unless 
specifically exempted. 

            
 Funds held by the Hamilton County Finance 

Department during tax collection period shall be 
governed by the County’s investment policies, and 
are not subject to the provisions of  this policy. 

3.0 Prudence.  The standard of prudence to be used by 
investment personnel  shall be the “Prudent Investor Rule” 
and will be in the context  of managing an overall portfolio: 
“ Investments shall be made  with judgment and care-under 
circumstances then prevailing-which  persons of prudence, 
discretion and intelligence exercise in the management of 
their own affairs, not for speculation, but for investment, 
considering the probable safety of their capital as  well as the 
probable income to be derived.” Investment officials meeting 
this standard will be relieved of  personal responsibility for 
an individual security’s credit risk  or market price changes, 
provided deviations from expectations  are reported in a 
timely fashion and appropriate action is taken to control 
adverse developments. 
         
4.0  Investment Objectives.   The primary objectives, in 
priority order, of the City of Chattanooga’s investment 
activities shall be as follows: 

 4.1 Safety.  Safety of principal is the foremost 
objective of the investment program. Investments 
of the City of Chattanooga  shall be undertaken in 
a manner that seeks to ensure the  preservation 
of capital in the overall portfolio.  To attain this  
objective, diversity is required in order that potential 
losses  on individual securities do not exceed 
the income generated from  the remainder of the 
portfolio. 

 4.2 Liquidity.  The City of Chattanooga’s investment 
portfolio will remain sufficiently liquid to enable the 
City to meet all  operating requirements which might 
be reasonably anticipated. 

 4.3 Return on Investment.  The City of Chattanooga’s 
investment portfolio shall be designed with the 
objective of  attaining a market rate of return 
throughout budgetary and economic cycles, 
commensurate with the City’s investment risk 
constraints and cash flow characteristics of the 
portfolio. 

 4.4  Local Institutions.   Local institutions shall be 
given  preference when they are, in the judgment of 
the Treasurer,  competitive with other institutions. 

5.0 Delegation of Authority.   Chattanooga City Charter 6.1 
empowers the Mayor, Finance Officer, and Treasurer with the 

investment responsibility for the City. There is created 
within the Department of Finance, a Treasury Division.  
The Treasurer is responsible for day-to-day investment 
decisions and activities and the development and  
maintenance of written procedures for the operation of 
the investment program, consistent with these policies. 
         
Procedures should include reference to: safekeeping, 
sale and repurchase agreements, wire transfer 
agreements, banking service contracts and collateral/
depository agreements.  Such procedures shall include 
explicit delegation of authority to persons  responsible 
for investment transactions. No person may engage 
in an investment transaction except as provided 
under the terms of  this policy and the procedures 
established by the Finance Officer.  The Treasurer 
shall be responsible for all transactions  undertaken 
and shall establish a system of controls to regulate  
the activities of subordinate officials.   
         
The Treasurer shall report on investment activities 
to the Mayor and Finance Officer at agreed-upon 
intervals. The Treasurer will train other investment 
personnel to assist and provide  relief in the day-to-day 
placement of investments.   
     
6.0 Ethics and  Conflicts of Interest. Any person 
involved in the investment process shall refrain  from 
personal business activities which could conflict with 
the  proper execution of the investment program, 
or which could impair their ability to make impartial 
investment decisions. 
         
Investment personnel shall disclose to the Mayor any 
material  financial interests in financial institutions 
that conduct business within this jurisdiction, and they 
shall further  disclose any large personal financial/
investment position that  could be related to the 
performance of the City of Chattanooga,  particularly 
with regard to the time of purchases and sales.   
         
Bonding of all staff involved in the investment process 
shall be required, and such bonding requirements shall 
apply to those  individuals authorized to place orders 
to purchase or sell  investment instruments.       

7.0 Authorized Financial Dealers and Institutions.The 
Treasurer will maintain a list of financial institutions 
authorized to provide investment services.  In addition, 
a list will also be maintained of approved security 
broker/dealers  selected by credit worthiness who are 
authorized to provide  investment services in the State 
of Tennessee. These may include “primary dealers” 
or regional dealers that qualify under  Securities & 
Exchange Commission Rule 15C3-1 (uniform net 
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capital rule).  No public deposit shall be made except 
in a qualified  public depository as established by the 
laws of the State of  Tennessee.  
        
All financial institutions and broker/dealers who desire 
to  become qualified bidders for investment transactions 
must supply  the Treasurer with the following: 
         
(1) Audited financial statements 
(2) Proof of National Association of Security Dealers 

certification
(3) Trading resolution 
(4) Proof of State of Tennessee registration 
(5) Completed broker/dealer questionnaire 
(6) Certification of having read the City of Chattanooga’s 

investment policy and depository contracts. 

An annual review of the financial condition and 
registrations of qualified bidders will be conducted by 
the Treasurer. 
         
A current audited financial statement is required to be 
on  file for each financial institution and broker/dealer 
in which  the city of Chattanooga invests. 

8.0 Authorized and Suitable Investments. Except for 
pension trust funds, the City of Chattanooga shall limit 
its investments to those  allowed by the Tennessee 
Code Annotated 6-56-106, which states: 
         
“In order to provide a safe temporary medium for 
investment of  idle funds, municipalities are authorized 
to invest in the  following: 

(1) Bonds, Notes or Treasury Bills of the United States; 
(2)  Nonconvertible debt securities of the following 

federal government sponsored enterprises that are 
chartered by the United States congress; provided, 
that such securities are rated in the highest category 
by at least two (2) nationally recognized rating 
services:

 (A) The federal home loan bank;
 (B) The federal national mortgage association;
 (C) The federal farm credit bank; and
 (D) The federal home loan mortgage corporation;

(3)  Any other obligations not listed above which are  
guaranteed as to principal and interest by the United 
States or any of its agencies; 

(4)  Certificates of deposit and other evidences of 
deposit at state and federal chartered banks and 
savings and loan  associations. 

(5) Obligations of the United States or its agencies 
under a repurchase agreement for a shorter time 
than the maturity date of the security itself if the 

market value of the security itself is more than the 
amount of funds invested; provided, that municipalities 
may invest in repurchase agreements only if the 
comptroller of the treasury or the comptroller’s 
designee approves repurchase agreements as an 
authorized investment, and if such investments are 
made in accordance with procedures established by 
the state funding board;

(6) The local government investment pool created by title 
9, chapter 4, part 7;

Investment Pool.    A thorough investigation of the pool/
fund is required prior to investing, and on a continual 
basis.  There shall be a questionnaire developed which 
will answer the following questions:
(1) A description of eligible investment  securities, and a 

written statement of investment policy.
(2) A description of interest calculations and how it is 

distributed and how gains and losses are treated.
(3) A description of how the securities are safeguarded 

(including the settlement processes), and how often 
the securities are priced and the program audited.

(4) A description of who may invest in the program, how 
often, what size deposit and withdrawal.

(5) A schedule for receiving statements and portfolio 
listings.

(6) Are reserves, retained earnings, etc. utilized by the 
pool/fund?

(7) A fee schedule, and when and how it is assessed.
(8) Is the pool/fund eligible for bond proceeds   and/or will 

it accept such proceeds?

Collateralization.  All certificates of deposit and  
repurchase agreements will be collateralized. The collateral 
pledge level to be used by each Collateral Pool participant 
to arrive at their pledge target may be determined on a 
percentage basis using the following factors:
 
(1) If the Total Collateral Pool participants hold an 

aggregate of less than thirty percent (30%) of 
the total sum of deposits held in the State of 
Tennessee by financial institutions, the collateral 
pledging level shall equal two hundred percent 
(200%).

(2) If the Total Collateral Pool participants hold an 
aggregate of thirty percent (30%) or more of 
the total sum of deposits held in the State of 
Tennessee by financial institutions, the collateral 
pledging level shall equal one hundred fifteen 
percent (115%).

(3)  However, the collateral pledging level will be one 
hundred percent (100%) for any participant whose 
bank rating is equal to or greater than twenty-five 
(25) as determined from the most recent quarterly 
report published by Sheshunoff Information 
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Services, Inc. (bank president’s national peer 
group weighted rating).  The collateral pledge 
level will be ninety percent (90%) if the participant 
meets the requirement in Rule 1700-4-1-.04(1)
(b).  

 Each pool participant is required to maintain, at 
a minimum, pledged collateral with a minimum 
market value of one hundred thousand dollars 
($100,000).

 
 Custodial Agreement:  Collateral will always be 

held by an independent third party with whom the 
city has a current custodial agreement. A clearly 
marked evidence of ownership (safekeeping 
receipt) must be supplied to the City and  retained. 
All financial institutions doing business  with the 
City are required to sign a Bond and Deposit 
Agreement with the City and it will be updated 
annually. The right of collateral substitution is 
granted. 

                    
11.0 Safekeeping and Custody. All security transactions, 
including collateral for repurchase  agreements, entered 
into by the City shall be conducted on a Delivery-Versus-
Payment (DVP) basis.  Securities will be held by a  
third party custodian designated by the Treasurer and 
evidenced by safekeeping receipts. 
                            
12.0 Diversification. The City will diversify its investments 
by security type and  institution. With the exception of U. 
S. Treasury securities and the Tennessee State Local 
Government Investment Pool, to the extent reasonably 
practical, given the City’s policy (section 1.0) and 
investment objectives (sections 4.0 through 4.4), no more  
than 50% of the City’s total investment portfolio will be 
invested in a single security type or with a single financial 
institution.  
         
13.0 Maximum Securities. To the extent possible, the 
City will attempt to match its investments with anticipated 
cash flow requirements.  Under  current City policy, unless 
matched to a specific cash flow, the City will not directly 
invest in securities maturing more than two (2) years from 
date of purchase. However, the City may collateralize its 
repurchase agreements using longer dated  investments 
not to exceed five (5) years to maturity. 

Reserve funds may be invested in securities exceeding 
two (2) years if the maturity of such investments are made 
to coincide as  nearly as practicable with the expected 
use of the funds. 

14.0 Internal Control The Treasurer shall establish an 
annual process of independent  review by an external 

auditor. The review will provide internal  controls by 
assuring compliance with policies and procedures. 
                                                                                              
15.0 Performance Standards.  The investment portfolio 
shall be designed with the objective of obtaining a rate 
of return throughout budgetary and economic cycles, 
commensurate with the investment risk constraints and 
the  cash flow needs. 

 15.1 Market Yield (Benchmark): The City’s 
investment strategy is passive. Basically, the 
passive approach to investing involves buying-
and holding purchases until maturity. Given this 
strategy, the basis used by the Treasurer to 
determine how the portfolio’s market average 
rate of return compares to market yields shall be 
the six-month U. S. Treasury Bill and the average 
Federal Funds Rate. 

         
16.0 Reporting. The Treasurer is responsible for preparing 
a quarterly investment report to the Mayor and Finance 
Officer which will provide a clear picture of the status 
of the current investment  portfolio. The management 
report should include comments on the  fixed income 
markets and economic conditions, discussions  regarding 
restrictions on percentage of investment by categories, 
possible changes in the portfolio structure going forward 
and  thoughts on investment strategies. 

Schedules in the quarterly report should include the  
following: 

(1)  A listing of individual securities held at the end of the  
reporting period by authorized investment category, 
and financial institutions        

(2)  Average life and final maturity of all investments  listed
(3)  Coupon, discount or earnings rate 
(4)  Par value, Amortized Book Value and Market Value 
(5)  Percentage of the Portfolio represented by each 

investment category 

17.0 Investment Policy Adoption: The City of Chattanooga’s 
Investment policy shall be adopted  by resolution of the 
City Council.  The policy shall be reviewed  on an annual 
basis by the Finance Officer and Treasurer and any  
modifications made thereto must be approved by the 
City Council.    

Debt Policies
To maintain a high quality debt management program, 
the City of Chattanooga (the “City”) has adopted the 
guidelines and policies set forth in this document 
titled “Debt Management Policy” (“The Policy”). The 
purpose of creating the Debt Policy is to establish 
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the objectives and practices for debt management 
for the City and to assist all concerned parties in 
understanding the City’s approach ot debt management. 
 
The Policy is intended to guide current and future decisions 
related to debt issued by the City by providing written 
guidance about the amount and type of debt issued, the 
issuance process, and the management of the City’s 
debt program within available resources. The purpose of 
the Policy is to improve the quality of decisions, provide 
justification for the structure of debt issuance, identify 
policy goals, and demonstrate a commitment to long-
term financial planning, including a multi-year capital 
plan. Adherence to this Policy signals the rating agencies 
and the capital market that the City is well managed and 
should meet its obligation in a timely manner. This Policy 
fulfills the State of Tennessee requirements with regard 
to the adoption of a formal debt management policy. 
 
This Policy provides guidelines for the City to manage 
its debt levels and their related annual costs within 
both current and projected available resources while 
promoting understanding and transparency for our 
citizens, taxpayers, rate payers, businesses, vendors, 
investors and other interested parties and stakeholders. 
The debt program for the City includes various types 
of obligations for which the City has pledged its full 
faith and credit as well as other designated revenues 
for the payment of both principal and interest. The 
City Council, comprised of nine elected officials, is 
the body authorized to issue indebtedness of the City. 
 
Since the guidelines contained in the Policy require 
regular updating in order to maintain relevance and to 
respond to the changes inherent in the capital markets, 
the City plans to revisit the Policy from time to time. 
 
Resolution number 26914, regarding the Debt Management 
Policy, was adopted by the City Council of the City of 
Chattanooga on December 6, 2011. To view the full 
Debt Management Policy, visit the City’s website: www.
chattanooga.gov. or go to the following link:
http://www.chattanooga.gov/city-council-files/ 

Reserve Policies
The City will maintain a minimum revenue reserve in the 
General Operating Fund which represents between 18-
20% of the fund’s expenditures and transfers out.

Accounting, Auditing, and Financial 
Reporting Policies
An independent audit will be performed annually.
The City will produce annual financial reports in accordance 
with Generally Accepted Accounting Principles (GAAP) as 

outlined by the Governmental Accounting Standards Board.

The City will maintain a strong internal audit capability. 

Capital Budget Policies
The City shall invest a percentage of its general operating 
funds to finance ongoing infrastructure maintenance, repair 
and replacement programs, and to implement approved plans 
that foster economic and neighborhood development each 
year. For FY14, the City invested 4.3% for capital projects.

The City will develop a multi-year plan for ongoing capital 
improvements, update it annually, and make all capital 
improvements in accordance with the plan.  Funding of repair 
and replacement  schedule projects will have funding priority 
before discretionary capital projects. Capital improvement 
projects which violate the principles and concepts of an 
adopted City plan or which duplicate other public and/ or 
private services will not be considered.

The City Council will use the following criteria to evaluate the 
relative merit of each capital project:

 Projects which will increase property values in 
a neighborhood, residential or business district; 
Projects identified by a priority board or a department 
as important; Projects which  will directly benefit a 
community development area of the City; Projects 
which are part of a multi-year funding commitment; 
Projects which are an element of an approved master 
plan adopted by City Council; Projects which result 
in the creation of permanent jobs and/or generate 
additional net revenue to the city; Projects specifically 
included in an approved replacement schedule.

Legal Requirements
                            
In 1982 the Tennessee General Assembly  passed what has 
become known as the “Municipal Budget Law of 1982.”  This 
law was incorporated into the Tennessee Code Annotated 
under Section 6-56.  The following excerpts are from 
Tennessee Code Annotated 1992 Replacement and provide 
the state requirements for municipal budgets.                                             
                         
6-56-203.  Annual Budget Ordinance. The governing body of 
each municipality shall adopt and operate under an annual 
budget ordinance.   The budget ordinance shall present a 
financial plan for the ensuing fiscal year, including at least 
the following information:
                              

 (1) Estimates of proposed expenditures for each department, 
board, office or other agency of the municipality, showing in 
addition, the expenditures for corresponding items for the last 
preceding fiscal year, projected expenditures for the current 
fiscal year and reasons for recommended departures from 
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the current appropriation pattern in such detail as may be 
prescribed by the governing body.  It is the intent of this 
subdivision that except for moneys expended pursuant to 
a project ordinance or accounted for in a proprietary type 
fund or a fiduciary type fund which are excluded from the 
budget ordinance, all moneys received and expended by 
a municipality shall be included in a budget ordinance.  
Therefore, notwithstanding any other provision of law, no 
municipality may expend any moneys regardless of their 
source (including moneys derived from bond and long-term 
note proceeds, federal, state or private grants or loans, 
or special assessments), except in accordance with a 
budget ordinance adopted  under this section or through 
a proprietary type fund or a fiduciary type  fund properly 
excluded from the budget ordinance; 
 
(2)  statements of the bonded and other indebtedness of 
the municipality, including the debt redemption and interest 
requirements, the  debt authorized and unissued, and the 
condition of the sinking fund;        
                        
(3)  estimates of anticipated revenues of the municipality 
from all sources including current and delinquent taxes, 
nontax revenues and  proceeds from the sale of any bonds 
or long-term notes with a comparative statement of the 
amounts received by the municipality from each of such  
source for the last preceding fiscal year, the current fiscal 
year, and  the coming fiscal year in such detail as may be 
prescribed by the governing body;   
                                                                        
 (4)  a statement of the estimated fund balance or deficit, 
as of the  end of the current fiscal year;      
                                           
 (5)  a statement of pending capital projects and proposed 
new  capital projects, relating to respective amounts 
proposed to be raised therefore by appropriations in the 
budget and the respective amounts,  if any, proposed to be 
raised therefore by the issuance of bonds during the fiscal 
year; and                     
                                            
 (6)  such other supporting schedules as the governing body 
deems  necessary, or otherwise required by law. 

The City Code of the City of Chattanooga also provides 
requirements for a budget.  Following is an excerpt from 
Chapter III, Chattanooga City Code:                                                                           

Sect. 6.80.  Annual Budget not to exceed estimated revenue 
except  in cases of extraordinary emergencies.   It shall be 
the duty of the City Council elected under this act to prepare 
and pass an annual budget each year.  The budget for the 
ordinary and extraordinary expenses of said city for any one 
year shall not exceed the estimated amount of revenue to 
be collected for said year;  and in no event shall there be 
appropriated by the City Council any sum or sums in excess 

of the estimated revenues of said City, for the fiscal year in 
which said appropriation is made.  Provided, however, said 
City Council may, in extraordinary emergencies such as 
floods,  epidemics, or destructive fires, make appropriations 
in excess of  the estimated revenue when the public health, 
safety, and welfare demand  same.   
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