
Long Term Financial Management Planning
What Your Council Needs to Know…
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What is a Financial Management Plan (FMP)?

How does an FMP fit into the budget process?

What are the steps to create an FMP?

What should you consider while developing an FMP?

How can you use debt as a financial planning tool?

Today’s Session Will Answer…



• A multi-year fiscal plan for all funds by activity or fund
• Integrates & analyzes:

 Previous actions of the governing body
 Existing & future operating costs
 Capital improvement & equipment plans
 Existing & future debt
 Tax base changes

• Determines if capital & operating costs are sustainable over time 
under certain assumptions

What is a Financial Management Plan?



Translates Vision 
into Action

Identifies Funding 
Sources for Priorities

Manages 
Community 

Expectations

Identifies Assets & 
Appropriate Fund 

Balances

Reduces Stress in 
the Budgeting 

Process

Communicates 
Long-Term Plans to 

External Parties

Reduce Reactionary 
Impulses in 

Unanticipated 
Situations

Financial Planning Benefits



• Integrates budget, tax policy & adopted plans
• City Council can focus on “big picture,” policy issues & long-term 

financial health
 Annual budgetary process dovetails with long-term analysis & goals
 Removes focus from single-year tax impacts

• Projects tend to be less controversial
 Provides background/perspective on issues for discussion 
 Provides framework to make informed decisions

• City has vehicle for informing stakeholders

What Do You Get From This Effort?



• Impacts capability to respond to 
unanticipated events

• Potential interruption or reduction in 
service levels

• Creates higher costs for delayed or 
unplanned expenditures

• Reduces transparency & 
understanding for stakeholders

• Hampers confidence in 
organizational capabilities & staff

Without Financial Planning…



7

The Government Finance Officers Association states…

Best Practices: Financial Management Planning

Source: gfoa.org/materials/long-term-financial-planning
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Vision

Strategic 
Plan

Adopted 
Plans

Financial 
Plans

Annual 
Budget

Planning & Budget Development: Hierarchy

Active Transportation Plan
Economic Development Plan

Energy Action Plan
Park System Master Plan

Pavement Management Plan

Debt Management Plan
Capital Improvement Plan

Financial Management Plan
Utility Rate Study
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• Setting policy on what’s important & where to spend

Most important community annual task for councilmembers

• Comparing with neighboring communities not always fair

Every organization pays for things differently

• Efficiencies alone will not save you

More services & amenities tend to create greater costs

Budgeting: A Friendly Reminder…
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Start with Vision, 
Strategic Priorities & 

Adopted Plans

• Provide foundation for 
decisions

• Changes in programs or 
service level?

• New or revised capital 
project?

Identify Costs Needed to 
Achieve Goals

• Personnel
• Services & programs
• Material & supplies
• Capital outlay & debt
• Equipment

Integrating Planning & Budget Processes
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Goal Setting & 
Budget Direction

Staff Preparation 
& Review

City Council 
Work Sessions & 
Regular Meetings

Annual Budget Calendar: General

January – March April – June July – December

Develop & Refine
Financial Management Plan

Develop Annual Budget and 
Capital Improvement Plan



• Governing Body
 Advisory commissions

• City Administrator

• Finance Director

• Public Works Director

• Other Department Directors

Step 1:  Identify Participants & Stakeholders

Your FMP requires support from 
stakeholders to be successful!

What to do here?
• Ensure appropriate staff 

included in the process
• Establish appropriate 

timeline to solicit input



• Review strategic priorities and plans
• Consult experts & stakeholders

 Public works staff
 Consulting engineers
 Financial consultants

• Include market factors
 Inflation
 Commodity prices

Step 2: Identify Anticipated Costs

Your FMP should be updated annually!

What to do here?
• Encourage candid 

discussions about needs
• Use reasonably 

conservative estimates
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Governmental Funds
Activities primarily funded by taxes, 

grants & similar sources

• General
• Special Revenue
 Cable television
 Grant
 EDA

• Debt Service
• Capital Project
 Parks
 Equipment & vehicles
 Facilities

Proprietary Funds
Activities that receive significant 

support from user fees & charges

• Enterprise
 Water utility
 Sanitary sewer utility
 Storm water utility
 Ice center
 Street lighting utility
 Golf course
 Liquor

• Internal Service
 Self-insurance

Step 2.1: Decide Which Funds to Include 



• The Plan is only as good as its assumptions

• Conservative approach
 Expenses increase faster than revenues

 Slower growth predictions

 Ensures plan remains feasible over the long term

 Identifies potential issues in out years

• Better to come back to policy makers with good news instead of bad

Step 2.2: Consider Assumptions



• Legal requirements
• Public safety concerns
• Asset condition 
• Public opinion 
• Cost–benefit considerations
• Operating impacts
• Resource availability

Step 3: Prioritize Needs

New capital projects and programs 
usually planned in an “out-year” first!

What to do here?
• Ensure compliance with 

mandated requirements
• Provide anecdotes & 

data to support requests
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• Review financial positions of each fund

 Fund balances & trends

 Surplus & deficits

 Debt service 

• Identify other potential budget impacts

 Capital costs & related operating costs 

• Refine cost estimates

Step 4: Analyze Data 

What to do here?
• Critique analysis & 

provide additional insight
• Be available & prepared to 

respond to questions



Step 4.1: Establish Fund Balance Requirements

Fund Description Requirement Measurement Basis

General
Small Local Governments > $500,000 Credit Rating Agency

Fund 
Balance

All Others 42%–50% Subsequent Year Expenditures

Special
Property Tax Supported 25%–50%

Subsequent Year ExpendituresOther Revenues 0%–50%

Capital Equipment & Improvements 25%–35% Five-Year Rolling Average

Enterprise
Public Utility

Varies Six-Months Operating + Debt 
Service + Capital Projects

Cash 
BalanceOther
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• Support operations between property tax settlements
 Operating costs (e.g., wages, supplies)

 Of next year’s General Fund expenditures

 GFOA recommends 35%–50% 

 OSA recommends no less than five-months (42%)

• Cover unanticipated costs
 Unforeseen circumstances (e.g., policy decisions, emergencies)

• Support long-term financial planning & expenditures

Fund Balances: A Friendly Reminder…
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Step 5: Prepare the Model

Cashflow

Capital
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Step 6: Identify Existing/New Funding Sources

• Local
 Special assessments

 Franchise fees
 Fund balances

 Property taxes

 Bond proceeds
 TIF & tax abatement

 Park dedication fees

• Non-Local
 Grants 

 Federal aid & grants
 State aid & grants

 Private partnerships

 Joint Powers Agreements (JPAs)

• Internal Resources
 Fund balances

There may be legal restrictions for different funding sources!
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• Road Reconstruction

 Municipal State Aid (MSA)

 Utility contributions

 Capital reserves

 Current engineering budget

 Bond proceeds

 Others

Example: Project Funding Sources 



Analyze

Analyze 
impact of 
projected 
changes

Evaluate

Evaluate 
FMP 
affordability
• Property tax 

impact
• Conduct 

“what if” 
analysis

Consider

Consider 
other 
factors
• Bonding 

requirements
• Changes in 

timing
• Political will

Step 7: Analyze Options

Inter-departmental 
communication is key!

What to do here?
• Offer alternatives to aid 

review process
• Communicate with 

stakeholders about status
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Step 7.1: Analyze Property Tax Changes

• Changes in:
 Total tax levy

 Property values

 Property tax law

• Can result in:
 Changes in tax rate

 Shift in who pays



• Disclose & review assumptions
 Provide easy to understand information
 Be forthright with challenges or issues

• Provide thoughtful recommendations
 Discuss priorities & potential impacts

• Be prepared for more analysis
 Consider presenting scenarios

Step 8: Discussion

Remind the governing body about what 
they have already decided!

What to do here?
• Provide visuals to clarify 

needs (e.g., maps, photos)
• Do not rely on others to 

advocate for the FMP
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Year 1 
Budget

Year 2 
Forecast

Year 3 
Forecast

Year 4 
Forecast

Year 5+ 
Forecast

Financial Management Plan: Structure

No Budget Authority



• Include as part of annual budget development process
 Build current budget from the FMP & note any changes

 Formal review & adoption

• Ongoing efforts include:
 Plans (e.g., feasibility studies, park improvement)

 Payment review & project close-out

• Be transparent: Do not build the FMP in a vacuum!

Developing an FMP: Always Remember…



• Prudent use of debt can be useful financial planning tool
 May reduce uses of reserves

 May limit impact on property tax levy and rates

• Bonds may be issued to finance construction, deferred maintenance 
and/or repair of public infrastructure
 Equipment

 Public buildings

 Streets

 Public utilities

28

Debt Issuance
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• Debt must be secured by some asset and/or funding sources

• Two primary types:
 General Obligation (GO)

 Irrevocable pledge to levy ad valorem taxes for debt service

 Revenue (secured by specific revenue source)

 Utility system, lease payments, special assessments and/or tax increment

 Special uses (e.g., hospitals, nursing homes, housing)

General Municipal Bond Types

GO pledge usually attracts the lowest available interest rates!



Debt Capacity

2/3/2023 30



Credit Ratings
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Rating agencies consider 
several factors:

 Management practices

 Economic environment

 Financial performance

 Debt & pension profile
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• Be honest & transparent

• Provide background & 
education

• Keep it simple & 
relatable

• Use visuals

Budget & Financial Impacts: Communication Tips
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• Start with strategic priorities & plans

• Use reasonably conservative assumptions

• Most city costs are related to personnel & 
service level

• Be honest, simple & relatable when 
communicating budget impacts

• The FMP tends to be a “pay now or pay later” 
proposition

• Every city pays for things differently

• Be transparent: Do not build the FMP in a 
vacuum

Final Thoughts…
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Always remember…



Your Presenters
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Dan Tienter
Senior Financial Specialist
dtienter@ehlers-inc.com
(651) 697-8537

Jeanne Vogt
Senior Fiscal Consultant
jvogt@ehlers-inc.com
(651) 697-8571
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Ehlers is the joint marketing name of the following affiliated businesses (collectively, the “Affiliates”): Ehlers & Associates, Inc. 
(“EA”), a municipal advisor registered with the Municipal Securities Rulemaking Board (“MSRB”) and the Securities and Exchange 
Commission (“SEC”); Ehlers Investment Partners, LLC (“EIP”), an SEC registered investment adviser; and Bond Trust Services 
Corporation (“BTS”), a holder of a limited banking charter issued by the State of Minnesota.

Where an activity requires registration as a municipal advisor pursuant to Section 15B of the Exchange Act of 1934 (Financial
Management Planning and Debt Issuance & Management), such activity is or will be performed by EA; where an activity requires 
registration as an investment adviser pursuant to the Investment Advisers Act of 1940 (Investments and Treasury Management), 
such activity is or will be performed by EIP; and where an activity requires licensing as a bank pursuant to applicable state law 
(paying agent services shown under Debt Issuance & Management), such activity is or will be performed by BTS. Activities not 
requiring registration may be performed by any Affiliate.

This communication does not constitute an offer or solicitation for the purchase or sale of any investment (including without
limitation, any municipal financial product, municipal security, or other security) or agreement with respect to any investment 
strategy or program. This communication is offered without charge to clients, friends, and prospective clients of the Affiliates as a 
source of general information about the services Ehlers provides. This communication is neither advice nor a recommendation by 
any Affiliate to any person with respect to any municipal financial product, municipal security, or other security, as such terms are 
defined pursuant to Section 15B of the Exchange Act of 1934 and rules of the MSRB. This communication does not constitute 
investment advice by any Affiliate that purports to meet the objectives or needs of any person pursuant to the Investment Advisers 
Act of 1940 or applicable state law.

Important Disclosures




	Long Term Financial Management Planning
	Today’s Session Will Answer…
	What is a Financial Management Plan?
	Financial Planning Benefits
	What Do You Get From This Effort?
	Without Financial Planning…
	Best Practices: Financial Management Planning
	Planning & Budget Development: Hierarchy
	Budgeting: A Friendly Reminder…
	Integrating Planning & Budget Processes
	Annual Budget Calendar: General
	Step 1:  Identify Participants & Stakeholders
	Step 2: Identify Anticipated Costs
	Step 2.1: Decide Which Funds to Include 
	Step 2.2: Consider Assumptions
	Step 3: Prioritize Needs
	Step 4: Analyze Data 
	Step 4.1: Establish Fund Balance Requirements
	Fund Balances: A Friendly Reminder…
	Step 5: Prepare the Model
	Step 6: Identify Existing/New Funding Sources
	Example: Project Funding Sources 
	Step 7: Analyze Options
	Step 7.1: Analyze Property Tax Changes
	Step 8: Discussion
	Financial Management Plan: Structure
	Developing an FMP: Always Remember…
	Debt Issuance
	General Municipal Bond Types
	Debt Capacity
	Credit Ratings
	Budget & Financial Impacts: Communication Tips
	Final Thoughts…
	Always remember…
	Your Presenters
	Important Disclosures
	Slide Number 37

