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What services can you afford?

* Can you afford a new or currently existing service?
* How do you know if you can or can‘t afford them?
o What are your “real” current revenues?
o What are your “real” current expenses?

* Do you reserves for an emergency or downturn
in the y?

» Whatis ong-term effect of these new/existing
services?

Who should be involved in the process?

* Chief Operating Officer(s) — Mayor, Trustees

* Chief Financial Officer — Fiscal Ofﬁc.
° Depan"heads
* Process Id be all inclusive so that all parties are

aware of the financial situation and priorities can be
set.




Long-Term Planning

* Need for Long-Term Planning

> Identify programs, activities, servic els— Prior
Appropriations Measure

» Identify projects and their duratio‘

> 1 s funding sources and amounts —
C € of Estimated Resources

> Sde&;ities and document plans

» Determine effect on community and duration of the
project “

Long-Term Planning
* What Should a Long-Term Plan

Include? .
> An Operating Plan

> %pital Plan

Long-Term Planning
* Long-Term Operating Plan
»Based on historical t
= Assumes existing pro s will
tinue at the same level of
Tvice, now and in the future.




Long-Term Planning
* Long-Term Operating Plan

o A more formal approach wo lude:
» Adjustments for new or terminated ai
Cl

> Adj ents for increased or decreasel es
or infrequent items
ies to determine a less expensive
means'of providing services
» Review of tax levies (new, replacement, renewal)
» Subsidies to other operating funds

Long-Term Planning

* Capital Plans
> Plan for capital expenditures over a
period of years
> Sets forth each project o

[« ﬁ)lated expenditure in which
t al government is to have a part

> Identifies the resources to be available
to finance the project

Long-Term Planning

* Which Plan should Co.irst?

> ating Plan
> Jtal Plan




Long-Term Planning
* Where do you Start?

> Develop a list of projects - noeeiling,
include roads, bridges, bui , parks
and recreation facilities

! ify replacement of existing vehicles

ipment

> Se orities

> Identify resources to finance the
expenditures

Long-Term Planning

» Approaches to Financing Capital Needs

» An all borrowing policy - debt limitations and available
resources to pay debt come into play

> Capital reserve plan - accumulating, sources
for projects

a common approach, some
urces and the balance with debt

0 ing cash, works if not
behind on projects, no backlogs, no emergencies, and
budget can absorb variances/spikes from one year to
another

Long-Term Planning

* Tools Available for Capital Expenditures

> Notes and Bonds - inside or outside
millage

> Loans — OPWC/OWDA/EPA,

(‘l levies

Special assessments
ORC 5705.13 Capital Projects Fund




Long-Term Planning

» Reserve Balance Accounts — SR Fund — CP
Fund (ORC 5705.13):

o Reserve Balance Account Q

o Special Revenue Fund - Termination
Be Xcess Pay Periods

o Capital'Projects Fund

Long-Term Planning
* Reserve Balance Accounts (ORC 5705.13)

> A taxing authority may establish'a reserve
balance account for the follo
= To stabilize the budget

‘:lovide for the payment of self-insurance

s

provide for the payment of claims under a
Tetrospective ratings plan for workers'
compensation

Long-Term Planning

* Reserve Balance Accounts (ORC 5705.13)
> Shall be established in the general fund, or in
1 or more special funds for operati
purposes.
» Shall not exceed five per cent evenue
i receding year to the fund'in which the
a 1S established.
+ mties/ Townships are the greater of that
amount or 1/6 expenditures of preceding
year.




Long-Term Planning
* Special Revenue Fund (ORC 5705.13)

» Accumulates resources for the payment of sick
leave and vacation leave, and for nts in
lieu of taking compensatory timi on the
termination of employment or ment of

ees/officers.
accumulate resources for payment of
during any fiscal year when the number
of pay periods exceeds the usual and customary
number of pay periods.

Long-Term Planning
* Capital Projects Fund (5705.13)

> Accumulates resources for
acquisition, construction,
i wvement of fixed assets, including
ehicles
> More than one capital projects fund may
be established and may exist at any time

Long-Term Planning

* Capital Projects Fund (5705.13)

o The ordinance or resolution identify:
» The source of the money to be us
> i unt of money to be accumulated
> d of time over which that amount is to be
ac ated
» The fixed assets the entity intends to acquire,
construct, or improve with the money.




Long-Term Planning
* Capital Projects Fund (5705.13)

> The time limit to obligate resources is
10 years
> If no contract by that tim iscal
officer is to return all mon the
ting fund or funds
g authority may rescind a
al projects fund with the money
returned to the originating fund or
funds

Long-Term Planning

* For Operating and Capital Plans, what type of
Legislative approval should there be?

> Long-Term Operating Plan
= Choice of the Legislative Body:
= Commitment is the current year Tiation

asure
> @ lans
oice of the Legislative Body

= Commitment to a project takes place when
appropriated and bids are authorized

Financial Forecasts

What is a financial forecast?

o A financial forecast is prospective financial
statements that present to the b the
management’s knowledge and the
government’s expected revenu
exp'res and fund balance:

o Itis based on management’s assumptions
reflecting conditions it expects to exist and the
course of action it expects to take.




Financial Forecasts

* Management — Those persons who are
expected to direct the operations of the entity
durin% the prospective period. gement
typically refers to those person
highest level of authority withi ntity.

Assu ns - The building blocks for the
forecastdeveloped from the key factors.
They identify significant matters that are
expected to occur, based on an entity’s plans.

Financial Forecasts

Key Factors — The significant matters on
which a government’s future results are
expected to depend. Such fact basic to
the government’s operations an

enco matters that affect, among other
thing overnment’s financial activities.
Key factors serve as a foundation for
prospective financial information and are the
basis for the assumptiens.

Financial Forecasts

* A financial forecast is used:
o As a planning tool
o To identify to governments 1 they
can e projects they are planning.

oToi to governments whether or not
they are headed toward financial difficulty.




Financial Forecasts

* What are management’s responsibilities?
o Reasonableness of the assumpti
o Preparation of the forecast

o Acc‘ of the presented figtires

Forecast Preparation Guidelines

AICPA “Guide for Prospective Financial
Information” provides general guidelines to the

responsible party for preparing fin ecasts.
These are:
o For should be prepared in good faith

ec
o For hould be prepared with appropriate
care alified personnel
o Forecasts should be prepared using appropriate
accounting principals

Forecast Preparation Guidelines

» Assumptions used in preparing forecasts
should be appropriate

* Key factors should be identiﬁec.:asis for

the as itions

* Information used in preparing forecasts
should be consistent with the plans of the
entity




Forecast Preparation Guidelines

* Process used to develop forecasts should
provide a means to determine the relative effect
of variations in the major assumpti salaries)

* Process used should provide ade
docu ion of the forecast and the'process
used fi lop it

* Process used to develop forecasts should
provide for seeking out the best information that
1s available at the timé

Forecast Preparation Guidelines

* Process used to develop forecasts should
include the regular comparison of the
forecast with the actual results

* Proce d to prepare forecasts'should
inclu quate review and approval by the

responsible party at the appropriate levels of
authority

Assumptions and Key Factors
* Property Taxes

o The type of levies, rate or dollar amount, year of
approval, first and last year of coll
o Full and effective rates (real and cial)

o Assessed valuations
o Triej d sexennial updates
o Deli: it taxes and collections

o New and expiring levies
o Current amended certificate
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Assumptions and Key Factors

* Municipal Income Taxes
o Levy rate and effective perio
o Department of Taxation estilb
o Inc ends for area
o Un'yment trends for area

o New businesses for area

Assumptions and Key Factors

* Local gOVGI’DH‘lel’lt revenues

* Grants .

. Homegad and Rollback

Assumptions and Key Factors

* Fines and Fees
* Interest
* Licenses and Permits

. Rentﬁ
* Misce eous
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Assumptions and Key Factors

» Personal Services

o Bargaining unit contract dates
o Salary schedules .

o Staff positions
o Sevipay
o Retir tincentives

o Computation of salaries (old/new rates)

Assumptions and Key Factors

* Fringe Benefits

o Pension payments (% of salaries) e method
of payment
o Health Care Benefits

o Pur if service credit
o Worl Ompensation premiums/rates/rebates
o Other benefits

Assumptions and Key Factors

e Contractual Services/Materials &
Supplies

o Significant contractual oblig

o Mat and supplies needed
o Infl factor

o Utilities




Assumptions and Key Factors

* Capital Outlay

o Capital Assets to be purcha
» Land

> Buildings
> F re and Equipment

> Vehicles

Assumptions and Key Factors

* Capital Outlay
o Capital Assets to be constr

> Infrastructure — In-Kind C tions

o Capi ssets to be acquired
> hare of contributed assets

Assumptions and Key Factors

* Debt Service

o Principal and Interest on
payments

> le: Street truck, fire truck,
b g debt issue
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Assumptions and Key Factors

* Miscellaneous
o Other expenditures that don‘tfallinto any
of the other categories

o No ccurring items
o Spe]‘ Practices

Assumptions and Key Factors
* Other Funds

o Deficits or anticipated deficit:
o Fire Levy fund .

o Poli lary Levy fund
o Tra to ORC 5705.13 Funds

> Termination Payments/Excess Pay Periods
> Capital Projects

Successful Planning

* Maintain all documentation and materials
supporting the values and the assumptions
» Update on an ongoing basis 6itional

information and plans becom ilable.
. (‘Qwards
* Co ction Contracts

¢ Debt Issuance
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