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Uncertain Times
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Agenda

• Financial Forecasting
• Communicating Risk
• Challenges of Uncertainty
• Questions
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GFOA Best Practice

Financial Forecasting in the Budget Preparation Process
The GFOA recommends that governments at all levels forecast major revenues and 
expenditures. The forecast should extend several years into the future. The forecast, 
along with its underlying assumptions and methodology, should be clearly stated 
and made available to stakeholders in the budget process. It also should be 
concisely presented in the final budget document. The forecast should be regularly 
monitored and periodically updated.
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What is Financial Forecasting?

• A financial forecast is a fiscal 
management tool that presents 
estimated information based on 
past, current, and projected 
financial conditions.

• The purpose of the financial 
forecast is to evaluate current 
and future fiscal conditions to 
guide policy and programmatic 
decisions.
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Key Steps in Forecasting Process

Define 
assumptions

Gather 
information

Preliminary/
exploratory 

analysis
Select 

methods
Implement 
methods

Use 
forecasts

Evaluate 
forecasts
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Define Assumptions

1. What is the time horizon of the forecast?
2. What is the objective of the government’s forecasting 

policy?
3. What are the political/legal issues related to the 

forecast?
4. What are the major revenues and expenditure 

categories?
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Debt Service Capacity Model
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Gather Information

• Use a variety of data
• Assumptions should be 

documented
• Forecasts should be based on 

other long-term planning efforts 
of the organization
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Development-Related Revenues
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Preliminary/Exploratory Analysis

• Business cycles
• Demographic trends
• Outliers and historical anomalies
• Relationships between variables
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Sales Tax – Industry Analysis
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Select Methods

Judgmental 
forecasting

Extrapolation

Regression/
Econometrics

Hybrid 
forecasting
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Implement Methods

• Put into practice
• Forecast ranges



cedarparktexas.gov

Sales Tax Model
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Use Forecasts

1. Credibility of the forecaster
2. Presentation approach
3. Linking the forecast to decision making
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Type B Long-Range Forecast
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FY 2023 Sales Tax Collections
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Evaluate Forecasts

• Check for accuracy
• Monitor/Update

• Short-term forecasts/budget-to-actuals
• Leading indicators



Communicating Risk
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Communicating Risk

• Predisposition of positive thinking
• Forecasting upward growth 

requires increased caution
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Sales Tax, net collections

 -

 500,000.00

 1,000,000.00

 1,500,000.00

 2,000,000.00

 2,500,000.00

 3,000,000.00

 3,500,000.00

 4,000,000.00

 4,500,000.00

 5,000,000.00
D

ec
-1

8

Ja
n-

19

Fe
b-

19

M
ar

-1
9

A
pr

-1
9

M
ay

-1
9

Ju
n-

19

Ju
l-1

9

A
ug

-1
9

Se
p-

19

O
ct

-1
9

N
ov

-1
9

D
ec

-1
9

Ja
n-

20

Fe
b-

20

M
ar

-2
0

A
pr

-2
0

M
ay

-2
0

Ju
n-

20

Ju
l-2

0

A
ug

-2
0

Se
p-

20

O
ct

-2
0

N
ov

-2
0

D
ec

-2
0

Ja
n-

21

Fe
b-

21

M
ar

-2
1

A
pr

-2
1

M
ay

-2
1

Ju
n-

21

Ju
l-2

1

A
ug

-2
1

Se
p-

21

O
ct

-2
1

N
ov

-2
1

D
ec

-2
1

Ja
n-

22

Fe
b-

22

M
ar

-2
2

A
pr

-2
2

M
ay

-2
2

Ju
n-

22

Net Collections 



Challenges of Uncertainty
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Fallacy of Certainty

To be uncertain is to be uncomfortable, but to be certain is to be 
ridiculous. – Socrates
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Countering Uncertainties

• Be clear about limitations/assumptions
• Challenge assumptions
• Scenario planning
• Conservative approach
• Financial policies
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Financial Policies

• A reserve policy
• A policy on maintaining structural balance
• Long-term planning policy
• Long range capital improvement plan
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Reserve Policy
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Maintaining Structural Balance
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Expenditures Summary
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Long-Term Planning Policy
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Long-Range Capital Improvement 
Plan
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Summary

• Financial Forecasting
• Communicating Risk
• Challenges of Uncertainty



Questions?
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