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Financial Policies
Budget law, 
timelines, guidance 
& preparation

Fund accounting & 
expense allocation

Fund balance 
targets & uses

Understand key 
components of 
levy limits

Long-term 
financial planning

Tax bill calculation 
and verification

Key Concepts
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• Communicates governing body’s prerogatives, objectives & 
goals to staff, public

• Provides framework for good governance & fiscal 
management

• Promotes stability & continuity

• Delegates specific authorities & accountabilities

• Defines boundaries, limitations & systems of internal control

Financial Policies: Why They’re Necessary
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Capital 
Improvement 

Plan

Financial 
Management 

Plan

Debt 
Management 

Policy

Fund Balance 
Policy

Budget 
Policy

Investment 
Policy

Procurement 
Policy

Financial Policies: Common Examples
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A method of segregating resources into categories to identify 
both the source & use of funds…

Fund Accounting: What is it?
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• System emphasizing accountability, not profitability

• Dollars held & tracked in separate funds

Fund Accounting

Governmental Funds
Account for activities primarily supported 

by taxes, grants & similar sources

Proprietary Funds
Account for activities significantly 
supported by user fees & charges

General Fund
   Special Revenue

• Library
• Parks & Recreation
• Transit            

   Debt Service
   Capital Project

Enterprise:
• Water
• Sewer
• Electric

Internal Service
• Fleet
• Facilities
• Information 

Technology
• Risk 

Management
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General Fund: Includes all revenues & expenditures for 
operating the government

Fund Accounting: Governmental Funds

Revenues Expenditures
Taxes General Government

Intergovernmental Revenues Public Safety

Licenses & Permits Public Works

Fines, Forfeitures & Penalties Health & Human Services

Public Charges for Services Culture, Recreation & Education

Intergovernmental Charges Conservation & Development

Miscellaneous Revenues Other Financing Uses

Other Financing Sources
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Fund Accounting: Governmental Funds

Other Governmental Fund Types

Special Revenue Fund Accounts for the proceeds of specific revenue sources 
that are restricted for specified purposes. 

Capital Projects Fund
Accounts for financial resources for the acquisition or 
construction of major capital facilities that benefit many 
citizens, such as parks and municipal buildings. 

Debt Service Fund
Accounts for the accumulation of resources for, and the 
payment of, general long-term debt principal and 
interest.
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Fund Accounting: Proprietary Funds

Proprietary Fund Types
Enterprise Fund Accounts for operations of governmental units that charge 

for services provided to the general public

Internal Service Fund Accounts for the financing of goods or services provided by 
one department or agency to other departments or agencies 
of the governmental unit. Services are offered only to 
governmental agencies.
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Fund Accounting: 
Department to Fund Relationship
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Fund Accounting: 
Department to Fund Relationship
Expense account percentage distribution to Utility Funds:
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Applicable Law
Wisc. Statutes 65.90

• Budgets required

• Specifies minimum content for budgets

• Requires publication of budget summary & notice of public 
hearing

• Prescribes required summary content

 Class I notice: at least 15 days prior to public hearing

• Budget amendment required to change amount of tax levy, 
amount of appropriation or purpose

 Class I notice & 2/3 majority vote required
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Budget Preparation: Typical Timeline

January February March April May June

< - - - - - Prior year audit complete - - - - ->

< - Update supporting documents:  Capital Improvement Plans, Financial Management Plans, Policies - >

Council/Board 
budget 

guidance to 
staff

Staff 
preparation of 

budget

July August September October November December

Staff 
preparation of 

budget

Staff 
preparation  of 

budget

January 1 
equalized 

values certified

Draft budget 
presented

Budget 
workshops

Budget 
workshops

Budget 
finalized

Public hearing

Budget & tax 
levy approved

Tax bills 
mailed
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Tax levy & rate 
objectives 
(impact on 
taxpayers)

New services or 
initiatives

Permissible 
decreases in 
service levels

Capital project 
prioritization

Acceptable debt 
financing levels

Use of fund 
balances

Budget Guidance: Collaborate

Important to collaborate with the Board or Council
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• By law, municipal budgets must include:
 All existing indebtedness
 All anticipated revenue from all sources
 All proposed appropriations for each department, activity & 

reserve account
 Actual revenues & expenditures for:

 The preceding year

 Not less than the first six months of current year

 Estimated revenues & expenditures for balance of current year
 All anticipated unexpended or unappropriated balances & 

surpluses

Budget Content



Capital 
Improvement 

Plan

Fund 
balance

Cash 
balance Debt Budget Investment
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• Focus on moving government forward

• Develop policies to steer key indicators:

Establish Strategy & Set Goals

Your Financial Management Policy
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• History can be your guide; 3-5 years historical data will 
inform forecasting

• Let your long-term financial plan drive the budget

• Don’t use surpluses or reserves to fund operating deficits

• Consider budgeting a contingency

• Don’t ride the roller coaster! Focus on stabilization of annual 
levies/tax rates over time

Budget Tips
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Budget Tips

Revenue Amount

Property Tax ?

Building Permits $100,000

Licenses and Fees $50,000

Local Government Aid $200,000

Total–Without Property Tax $350,000

Expenses Amount

General Government $350,000

Planning and Building $200,000

Public Works $800,000

Public Safety $550,000

Total $1,900,000

Key Terms:

Tax Levy: The total amount of 
ad valorem (property) taxes 
collected by a municipality

Tax Rate: A representation of 
the tax levy at a scale of 
$1/$1,000 of assessed value

Calculating the tax levy is a function 
of netting revenues and expenses to 

arrive at a balanced budget
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Identify financing 
options
• Debt
• Cash
• Partial Cash/Debt

Determine impact 
• Tax rate
• Debt limit

Building Beyond Operations: Capital Plan
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• Why don’t we pay with all cash?!

 Available funds

 Asset life

 Generational equity

Funding Capital Needs
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Impact of CIP on Debt Levy/Taxes (Table 7)

• Structure around existing 
debt

• New money projects will 
cause some fluctuation of 
levy for debt unless the 
Village uses capitalized 
interest or gap financing. 
Since both add financing 
costs these options are 
typically not recommended
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Impact of CIP on G.O. Debt Capacity
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Levy Limits in Brief

Prior year’s actual levy may be increased by percentage 
= net new construction in previous year (or 0, if none)

Subject to various adjustments that may further reduce 
or increase allowable levy

Critical to complete worksheet/form correctly & 
maximize all available adjustments
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No entries required

• All lines pre-populated by 
DOR – or – 

• Calculated based on 
entries made in other 
sections

When completed, Line 
10 reflects maximum 

allowable levy

• If Line 10 is higher than 
amount you plan to levy…

• May need to adjust other 
entries

Section A: General Info
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Can claim up to total amount 
of principal & interest payment 
due on debt in following year; 
reported as Adjustment E

Debt must be in place prior to 
adoption of levy; can’t claim 
adjustment based on an 
estimate for planned debt

Amount claimed gets netted 
out in following year’s 
worksheet

G.O. Debt Authorized After 7/1/05

HOLD 
UP!...
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• Don’t claim an amount on Adjustment E that 
makes allowable levy on Section A, Line 10 to be 
MORE than actual approved levy

• If this happens, REDUCE Adjustment E so 
allowable levy EQUALS actual levy

• If you overstate Adjustment E, you will 
PERMANENTLY reduce your levy limit by 
overstated amount

G.O. Debt Authorized After 7/1/05, cont…
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• Part of shared revenue program
• Supplemental payment to municipalities that increase General Fund 

expenditures & tax levy support to other funds no more than 
prescribed limit
 Tax rate must be at least 5 mills ($5/$1,000 of equalized value)

• May impact budget objectives & strategies
• Don’t hesitate to have your Ehlers Advisor check compliance with 

ERP & Levy Limits

Expenditure Restraint Program (ERP)
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Fund Balance

Category Description Controlled by Examples
Nonspendable Not in spendable form Nature of asset, or legal 

requirement
Inventories, pre-paid 
amounts & land

Restricted May only be spent for the 
purpose for which 
restricted

Creditor or grantors, 
applicable laws & 
regulations

Debt service funds, grant 
funds, impact fees

Committed Funds the municipality has 
committed for a specific 
purpose

Governing body must 
act to commit or un-
commit funds

A capital project under 
contract

Assigned Funds the municipality 
intends to use for specific 
purposes

Governing body or 
designee

Future capital projects or 
equipment purchases

Unassigned All other funds not 
otherwise designated

Governing body or 
designee

Funds held as working 
capital and for 
emergencies

U
nr

es
tr
ic
te
d
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Provide working capital & address cash flow needs

Cover unanticipated revenue shortfalls or cost overruns

Pay emergency expenses

Fund future capital projects or equipment purchases

Payoff debt service, debt reduction

Fund limited duration programs or non-recurring expenditures

Fund Balance: Uses
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• GFOA recommends minimum of 2 months worth of operating 
expenses

• 25% = common target (3 months)

 Rating agencies recommend 35%+ 

• Target depends on individual situations, needs & resources

• Bond ratings positively impacted by higher levels

 If rated, consider peer group average

 Review 5-year trend

• Develop formal fund balance policy

Fund Balance: How much is enough?
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• Avoid balancing core budget 
with unassigned fund balances
 Creates recurring gap that 

must be filled each year

• Use committed & assigned or 
unassigned funds exceeding 
target balances to:
 Cover costs of capital projects 

& equipment purchases

 Reduce debt

 Pay for non-recurring 
operating costs

Fund Balances: Don’t forget!
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• Multi-year fiscal plan for tax supported & other funds
• Typically, five-year projections
• Integrates the following:

 Existing debt
 Capital improvement plans (CIPs)
 Future debt & uses of reserves
 Tax base growth assumptions
 Future operating revenues & expense
 Staff additions
 TIF district closures

Long-Term Financial Planning: What is it?
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Allows evaluation 
of budget priorities 
over multiple fiscal 

cycles

Stabilizes property 
tax levies 

(remember the 
roller coaster?)

Avoids “kicking the 
can down the road”

Gives 
Council/Board 

confidence they can 
afford capital 
investments

Reduces stress 
during annual 

budget process

Rating agencies 
view multi-year 

planning favorably

Helps municipalities 
foresee potential 

fiscal challenges & 
opportunities

Long-Term Financial Planning: The Benefits
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Tax Bill Calculation & Verification
Input Data Source
Total Municipal Assessed Value 7,449,898,200                            Statement of Assessment

Total School Assessed Value 6,944,362,600                            Statement of Assessment

Toal County Assessed Value 7,449,898,200                            Statement of Assessment

Total Tech College Assessed Value 7,006,244,800                            Statement of Assessment

Equalized Incremental Value all TID's (in same county) 144,454,000                                TID Valuation limit report (DOR)

Equalized Incremental Value all TID's (in same school district) 144,454,000                                Statement of Changes

Assessment Ratio 0.8857044200                             Statement of Assessment

Municipal TID Out Assessed Value 7,321,954,654                            

School TID Out Assessed Value 6,816,419,054                            

County TID Out Assessed Value 7,321,954,654                            

Tech College TID Out Assessed Value 6,878,301,254                            

Address for Property 15985 W. Cynthia Drive

Property Total Assessed Value 448,000                                        
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Tax Bill Calculation & Verification

Local Tax Calculation
City of New Berlin, WI

Calculating TID Out Tax Rate

Description Amount
TID OUT Assessed Value 7,321,954,654   

Levy Less TID 38,282,500         

Assessed TID OUT Rate 5.23                      

Sample Tax Bill with address and assessed value

15985 W. Cynthia Drive 448,000               

Municipal  Taxes calculated 2,342                   
Actual tax bill 2,342
Difference (0)                          

Calculating TID IN Tax Rate
Total Assessed Value 7,449,898,200   
Total Levy including increment 38,951,997         

Assessed TID IN Rate 5.23                      

County Tax Calculation
City of New Berlin, WI

Calculating TID Out Tax Rate

Description Amount

TID OUT Assessed Value 7,321,954,654   

Levy Less TID 10,464,890         

Assessed TID OUT Rate 1.43                      

Sample Tax Bill with address and assessed value

15985 W. Cynthia Drive 448,000               

County  Taxes calculated 640                       
Actual tax bill 640
Difference (0)                          

Calculating TID IN Tax Rate
Total Assessed Value 7,449,898,200   
Total Levy including increment 10,647,901         

Assessed TID IN Rate 1.43                      

Tech College Tax Calculation
City of New Berlin, WI

Calculating TID Out Tax Rate

Description Amount

TID OUT Assessed Value 6,878,301,254   

Levy Less TID 1,908,066           

Assessed TID OUT Rate 0.28                      

Sample Tax Bill with address and assessed value

15985 W. Cynthia Drive 448,000               

Tech Taxes calculated 124                       
Actual tax bill 124
Difference (0)                          

Calculating TID IN Tax Rate
Total Assessed Value 7,006,244,800   
Total Levy including increment 1,943,585           

Assessed TID IN Rate 0.28                      

School District Tax Calculation
City of New Berlin, WI

Calculating TID Out Tax Rate

Description Amount

TID OUT Assessed Value 6,816,419,054      

Levy Less TID 46,620,846            

Gross Assessed TID OUT Rate 6.84                         
School Tax Credit Amount 10,403,867         (1.397)                     
Assessed Value (TID IN) 7,449,898,200   
Net Assessed Tax Rate 5.443                       

Sample Tax Bill with address and assessed value

15985 W. Cynthia Drive 448,000                  

School  Taxes calculated 2,438                       
Actual tax bill 2,439
Difference 0                               

Calculating TID IN Tax Rate
TID IN Equalzied Value (School only)
Assessment Ratio
TID IN Assessed Value (School only) 6,944,362,600      

Total Levy including increment 47,496,638            

Assessed TID IN Rate 6.84

Net Assessed Tax Rate = $12.38
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Tax Bill Calculation and Verification
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• Let long-term financial plan drive budgets

• Don’t use surpluses or reserves to fund 
operating deficits

• Consider budgeting contingency

• Focus on stability: Don’t ride the “roller 
coaster!”

• Consider cash or “near cash” financing for 
certain equipment

• Manage debt wisely

• Check Levy Limit compliance and tax bill 
calculations before final submission/approval

Final Thoughts
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&

Let’s Talk!



Your Presenter
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Kayla Thorpe
Municipal Advisor
kthorpe@ehlers-inc.com
(262) 796-6197
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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
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