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Polling Questions



LEARNING OBJECTIVES 
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Discuss why governments borrow money 

Recall the differences between long-term and short-term debt

Identify strategies for short-term financing 

Discuss advantages and disadvantages of each 
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Why Borrow Money?

Debt Financing

Presented by: John G. Hulsey, CGFM, CPFO 



WHY BORROW MONEY?
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Cover        
Operating Shortfall

Acquire/Construct 
Capital Assets

Funds needed to:
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Types of Debt 

Long-Term vs. Short-Term

Presented by: John G. Hulsey, CGFM, CPFO 



LONG-TERM VS. SHORT-TERM DEBT
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Short-Term Debt
Operating Purposes

• Will be repaid within one year
• Issued to cover operating short-falls, in 

anticipation of receipt of specific type of 
revenue

• Generally referred to as anticipation notes



LONG-TERM VS. SHORT-TERM DEBT
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Long-Term Debt
Capital Purposes

• Will not be repaid within one year
• Generally limited to financing capital 

projects
• Limited by State law -

• How much debt can be issued?
• How long can debt be issued?  
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Short-Term Funding Strategies  

Presented by: John G. Hulsey, CGFM, CPFO 
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SHORT-TERM 
FUNDING 

STRATEGIES

Tax Anticipation Notes (TANs) 

Interfund Borrowing 

Interfund Transfers

Lease Purchase for PayGo Financing  
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TAX 
ANTICIPATION 
NOTES (TANs)

Short-term obligations  

Issuer repays a specified principal amount on a 
certain date, together with interest at a stated rate 

Payable from a defined source of anticipated 
revenues

Limited to 75% of total gross income from taxes 
collected in prior year 

Georgia Constitution. Art. 9, § 5, ¶ 5
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TAX 
ANTICIPATION 
NOTES (TANs)

“Temporary loan in each year” 

Must be repaid by December 31 of the calendar 
year in which loan was made

Issued only if no other temporary loan is 
outstanding from prior year 

Aggregate of tax anticipation notes and other 
contracts, notes, warrants or obligations for current 

expenses may not exceed the total anticipated 
revenues for the calendar year

Georgia Constitution. Art. 9, § 5, ¶ 5



TAX ANTICIPATION NOTES (TANs)
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• Provides necessary liquidity
• Marketed quickly and easily
• Low costs

Advantages

• Overdependence by governments
• Interest expenditures
• Difficult to repay (structural imbalance)

Disadvantages

• Proper budgeting of revenues each year
• Maintain recommended general fund unrestricted fund balance 

• GFOA recommends minimum of 2 months of General Fund operating revenues 
or expenditures

Avoiding overdependence



STEPS IN THE PROCESS
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Complete          
Cash Flow Forecast

Identify Lender and 
Agree on Terms of 

the Note

Legal Counsel 
Draws Up Note, the 

Approving 
Resolution, Tax 
Documents, and 

Opinions 

Governing Body 
Meets to Approve 
the Terms of the 
Note and Sign 

Documents

Closing – Note 
Delivered to Lender, 
Legal Opinions are 

Released 

Bond Counsel 
makes Required 
Filings with IRS 



CASH FLOW FORECAST
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A schedule of receipts and 
disbursements over a given time 

period
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CASH FLOW ANALYSIS



FINANCIAL REPORTING
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Tax Anticipation Notes are a fund liability

Tax Anticipation Notes are NOT other 
financing sources 

Tax Anticipation Notes are always reported 
on the Governmental Funds Balance 
Sheet as a current liability



FINANCIAL REPORTING
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Other Funding Strategies  
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INTERFUND BORROWING

Temporary borrowing between funds of 
the same reporting entity 

Establish criteria for making loans 
between funds of the same reporting 
entity 

Establish interest rates and terms  

Does your government 
have a debt policy that 

addresses interfund
borrowing?

Will interest be charged on the 
interfund loan?



LEASE PURCHASE FINANCING
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• Consider structuring the acquisition of these items as a lease 
purchase

Identify Budgetary Items for PayGo

• Does not require voter approval
• Easy, effective method of obtaining funding
• Non-appropriation clause

Advantages 

• Potentially higher interest rates as the result of the “fiscal funding” 
clause 

Disadvantage 



CONCLUSION  

Evaluate all funding 
options carefully 

Consult with your attorney 
prior to proceeding with any 

borrowings

Review your Debt 
Management Policy
• Ensure you have 
provisions for TANs, 
interfund borrowing, 

leases, etc.  

Review your CIP Policy
• Evaluate your funding 

mechanisms and align 
debt maturity with capital 

asset useful life  

Establish a practice of 
creating and using a cash 

flow forecast to identify 
cash flow deficits 
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Questions 



Upcoming Free Webinar
• Navigating Fiscal Crisis: Communicating the New 

Normal
10 a.m. June 23

During times of fiscal stress, effective communication with 
the public and your employees is critical. At the end of this 
session, you should be able to implement techniques for 
effective communication to the public and employees.
Presenter: Paula Sanford
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Institute of Government 
Resources
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To download templates and 
access webinar recordings go 

to 
https://cviog.uga.edu/covid-19-

resources.html

https://cviog.uga.edu/covid-19-resources.html


Paula Sanford, PhD
Local Government 
Technical Assistance
sanfordp@uga.edu

John Hulsey, CGFM
Financial Management 
Training; 
jhulsey@uga.edu

If you have any questions please 
contact us….



Thank you for attending
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