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SAMPLE FINANCIAL MANAGEMENT PLAN

 (
This sample policy was compiled by Ehlers & Associates Inc. at the request of the League of Minnesota Cities.
)



This Financial Management Plan serves two main purposes: it draws together in single document the City’s major financial policies.  Also, the plan establishes principles to guide both staff and Council members to make consistent and informed financial decisions.

This Financial Plan establishes City policy in the following areas:

1. Revenue Management
2. Cash and Investments
3. Reserves
4. Operating Budget and Compensation Philosophy
5. Capital Improvements Plan
6. Economic Development Authority Fund
7. Debt Management
8. Accounting, Auditing and Financial Reporting
9. Risk Management

The objectives of this Financial Plan are:
· To provide both short term and long term future financial stability by ensuring adequate funding for providing services needed by the community;
· To protect the City Council’s policy-making ability by ensuring that important policy decisions are not dictated by financial problems or emergencies to prevent financial difficulties in the future;
· To provide sound principles to guide the decisions of the City Council and management;
· To employ revenue policies which prevent undue or unbalanced reliance on certain revenues, distribute the cost of municipal services fairly, and provide adequate funding to operate desired programs;
· To provide essential public facilities and prevent deterioration of the City’s public facilities and infrastructure;
· To protect and enhance the City’s credit rating and prevent default on any municipal debt;
· To create a document that staff and Council members can refer to during financial planning, budget preparation and other financial management issues.
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SECTION 1.   REVENUE MANAGEMENT.

It is essential to responsibly manage the City’s revenue sources to provide maximum service value to the community.  The most important revenue policy guidelines established by the City Council are for the two major sources of city revenue:  property taxes and fees/charges.

A.  Property Taxes

· When possible, property tax increases should accommodate incremental adjustments.  Further, when discussing property taxes, the City should simultaneously explore other revenue and expenditure alternatives that will maximize the City’s future financial flexibility and ability to provide services.  This may include considering options such as debt management, fees and charges, cost allocation, use of reserves, and expenditure cuts.

Possible factors for considering an increase in property tax include:
· Maintenance of City services.
· Long-term protection of the City’s infrastructure.
· Meeting legal mandates imposed by outside agencies.
· Maintaining adequate fund balance and reserve funds sufficient to maintain or improve the City’s bond rating.
· Funding City development and redevelopment projects that will clearly result in future tax base increases.  The expenditures of development and redevelopment funds must be in accordance with a defined strategy as shown in the City’s Comprehensive Plan, Capital Improvement Program, and other Council documents.

Property tax increases to meet other purposes will be based on the following criteria:
· A clear expression of community need.
· The existence of community partnerships willing to share resources.

B. Service Fees and Charges 

The City may want to consider service fees and charges wherever appropriate for the twin purposes of keeping the property tax rate at a minimum and to fairly allocate the full cost of services to the users of those services.  As an example of appropriate cost allocation, service fees and charges broaden the base to include tax exempt properties, which still have municipal costs associated with the property.  Specifically, the City may:
· Establish utility rates sufficient to fund both the operating costs and the long-term depreciation and replacement of the utility systems.
· As part of the City’s enterprise effort, evaluate City services and aggressively pursue actions to accomplish the following:
· Find community based partners to share in service delivery.
· Make services financially self supporting or, when possible, profitable.
· Annually review City services and identify those for which charging user fees are appropriate.  These services will be identified as enterprise services and a policy for establishing fees will be set for each.  Included as part of this process may be a market analysis that compares our fees to comparable market cities.
· Identify some enterprise services as entrepreneurial in nature.  The intent of entrepreneurial services will be to maximize revenues to the extent the market allows.
· Waive or offer reduced fees to youth, seniors, community service groups, and other special population groups identified by the Council as requiring preferential consideration based on policy goals.

Selected criteria are used to determine the specific rate to charge for a fee for service.  The approach for establishing the rate criteria is determined by the policy relating to the fee in the City Policies and Procedures Manual.  The rate criteria can be one of five approaches:

1. Market Comparison
Attempt to set fees in the upper quartile of the market.

2. Maximum set by External Source  
Fees set by legislation, International Building Code, etc.

3. Entrepreneurial Approach
Fees will be at the top of the market.

4. Recover the Cost of Service
Program will be self-supporting.

5. Utility Fees
A rate study will be updated or reviewed each year.

C. Non-recurring Revenues 

Several revenue sources, such as intergovernmental transfers, one-time grants, court fines and other non-recurring revenues are outside of direct City control and must be relied upon conservatively.   The City Manager / Clerk shall insure that the budget preparation process includes an evaluation of all major non-recurring revenues, in order to minimize reliance on unpredictable revenues for on-going operating costs.   


SECTION 2.  CASH AND INVESTMENTS.

Effective cash management is essential to good fiscal management.  Investment returns on funds not immediately required can provide a significant source of revenue for the City.  Investment policies must be well founded and uncompromisingly applied in their legal and administrative aspects in order to protect the City funds being invested.

A.  Purpose

The purpose of this policy is to establish the City’s investment objectives and establish specific guidelines that the City will use in the investment of city funds.  It will be the responsibility of Chief Financial Officer to invest city funds in order to attain a market rate of return while preserving and protecting the capital of the overall portfolio.  Investments will be made, based on statutory constraints, in safe, low risk instruments.

B.  Scope/Funds

This policy applies to the investment of all city funds available for investment and not needed for immediate expenditure.  The City will consolidate cash balances from all funds to maximize investment earnings.  Investment income will be allocated to the various funds based on their respective participation and in accordance with generally accepted accounting principles.

C.  Delegation of Authority

Authority to manage the investment program is granted to the Chief Financial Officer who shall act in accordance with established written procedures and internal controls for the operation of the investment program consistent with this investment policy.  Procedures should include references to:  safekeeping, delivery vs. payment, investment accounting, repurchase agreements, wire transfer agreements and collateral/depository agreements.  No person may engage in an investment transaction except as provided under the terms of this policy and the procedures established by the treasurer.

The primary objectives, in priority order, of investment activities shall be safety, liquidity, and yield:

1. Safety:  Safety of principal is the foremost objective of the investment program.  Investments shall be undertaken in a manner that seeks to ensure the preservation of capital in the overall portfolio.  The objective will be to minimize the risk of market fluctuations, such as credit risk and interest rate risk.  Credit risk is the risk that the borrower will be unable to make their debt service payments to the investors.  Interest rate risk is the risk that rates will (for example) rise while the investments you hold have lower rates – if the City were to sell their investments prior to maturity in this case, they would have to sell the investments at a loss.

2. Liquidity:  The investment portfolio must remain sufficiently liquid to meet all operating costs that may be reasonably anticipated.  The portfolio must be structured so that securities mature concurrent with cash needs to meet anticipated demands.  Cash needs will be determined based on cash flow forecasts. 

3. Diversification of instruments:  A variety of investment vehicles must be used so as to minimize the exposure to risk of loss.  The investment portfolio must be diversified by individual financial institution, government agency, or by corporation (in the case of commercial paper) to reduce the exposure to risk of loss.

4. Diversification of maturity dates:  Investment maturity dates should vary in order to ensure that the City will have money available when it needs it.

5. Yield:  The investment portfolio shall be designed with the objective of attaining a market rate of return throughout budgetary and economic cycles, taking into account the investment risk constraints and liquidity needs.  Return on investment is of secondary importance compared to the safety and liquidity objectives described above.

D.  Oversight

The City Manager / Investment Committee shall oversee the City’s investment program.  The investment committee will maintain a more detailed and comprehensive investment policy based on the principles established by the City Council and consistent with the most current guidelines within the public sector.  On at least an annual basis, the investment committee shall provide a status report to the City Council.  Annually, the City Council shall designate depositories for investment purposes.

E.  The City shall invest in the following instruments as allowed by Minnesota Statute 118A

United States Treasury Obligations, Federal Agency Issues, Repurchase Agreements, Certificates of Deposit, Commercial Paper – prime, Bankers Acceptance – prime, Money Market funds investing exclusively in U.S. government and agency issues.

F.  Ethics and Conflicts of Interest

Officers and employees involved in the investment process shall refrain from personal business activity that could conflict with the proper execution and management of the investment program.  Employees and investment officials shall disclose any material interests in financial institutions with which they conduct business or that could be related to the performance of the investment portfolio.  Employees and officers shall refrain from undertaking personal investment transactions with the same individual with whom business is conducted on behalf of the City.

G.  Internal Controls, Audits, External Controls

The Chief Financial Officer is responsible for establishing and maintaining an internal control structure designed to ensure that the assets of the City are protected from loss, theft, or misuse.  Accordingly, compliance with City policies and procedures should be assured by the Chief Financial Officer, and addressed through by the annual audit (CAFR) process.
SECTION 3.   RESERVES.

It is important for the financial stability of the City to maintain reserve funds for unanticipated expenditures or unforeseen emergencies, as well as to provide adequate working capital for current operating needs so as to avoid short-term borrowing.  The Reserve Policy of the City is managed closely with the City’s Debt Management Policy.  The City may choose to consider paying cash for capital projects that can be anticipated and planned for in advance. Therefore the City’s reserve levels fluctuate, in part, based on capital project plans.

Policy Statement

1. The City will maintain fund balances in the General and Special Revenue Funds at a level which will avoid issuing short-term debt to meet the cash flow needs of the current operating budget.  Generally, the goal would be to maintain a minimum General Fund balance of _%[footnoteRef:2] of the operating budget; however, this need could fluctuate with each year’s budget objectives and appropriations such as large capital expenditures, and variations in the collection of revenues. [2: 	 The Office of the Minnesota State Auditor (OSA) recommends a fund balance in the range of 35-50% of revenues. In establishing an appropriate fund balance, cities should consider the demands of cash flow, need for emergency reserves, ability to manage fluctuations of major revenue sources, credit rating, and long-term fiscal health.] 


a. The City will strive to maintain a fund balance within the EDA Fund, a Special Revenue Fund, in order to meet both anticipated and unanticipated future economic development needs.  The City will annually evaluate the level of fund balance for its appropriateness.  The Financial Management Plan includes a policy for the collection of revenue for the EDA Fund. 

2. The City will maintain reserves in the Enterprise and Capital Funds at a minimum level sufficient to provide adequate working capital for current expenditure needs.  Generally the City shall strive for a minimum of 3-months operating cash in these funds.  (This minimum shall be calculated based on the approved budget multiplied by 25-percent).  The maximum amount of reserves in the Enterprise and Capital Funds shall be limited to the 3-months operating cash plus an amount of cash that is estimated to be needed to pay for future capital projects.  Future capital projects must be identified and quantified in a written finance plan for the fund which shall be included in the City’s annual budget document.

3. The City will annually review the adequacy of all reserve balances.  

4. Judicious use of reserves within funds can be used to moderate fluctuations in capital projects and infrastructure maintenance expenses (i.e., Parks Capital).
SECTION 4.   OPERATING BUDGET.

The Operating Budget is the annual financial plan for funding the costs of City services and programs.  The General Operating Budget includes the General, Special Revenue and Capital Funds.  Enterprise operations are budgeted in separate Enterprise Funds.

1. The City Manager shall submit a balanced budget in which appropriations shall not exceed the total of the estimated revenues and available fund balance.

2. The City will provide for all current expenditures with current revenues.  The City will avoid budgetary procedures that balance current expenditures at the expense of meeting future years’ budgets.

3. The City Manager will coordinate the development of the capital improvement budget with the development of the operating budget.  Operating costs associated with new capital improvements will be projected and included in future operating budget forecasts.

4. The budget will provide for adequate maintenance of the capital plant and equipment, and for their orderly replacement.

5. The impact on the operating budget from any new programs or activities being proposed should be minimized by providing funding with newly created revenues whenever possible.

6. The City Manager will insure that a budgetary control system is in place to adhere to the adopted budget.

7. The Finance Department will provide regular monthly reports comparing actual revenues and expenditures to the budgeted amounts.

8. The operating budget will describe the major goals to be achieved and the services and programs to be delivered for the level of funding provided.

9. In addition to operating expenses, Enterprise funds shall be budgeted to provide for replacement costs of property, plant, and equipment, if appropriate, when establishing rates and charges for services.






SECTION 5.  CAPITAL IMPROVEMENTS PLAN (CIP).

The demand for services and the cost of building and maintaining the City’s infrastructure continues to increase.  No city can afford to accomplish every project or meet every service demand.  Therefore, a methodology must be employed that provides a realistic projection of community needs, the meeting of those needs, and a framework to support City Council prioritization of those needs.  That is the broad purpose of the CIP.

The CIP includes the scheduling of public improvements for the community over a five-year period and takes into account the community’s financial capabilities as well as its goals and priorities.  A “capital improvement” is defined as any major nonrecurring expenditure for physical facilities of government.  Typical expenditures are the cost of land acquisition or interest in land, construction of roads, utilities and parks.  Vehicles and equipment can be covered in a CIP or covered separately under an equipment schedule.  The CIP is directly linked to goals and policies, land use, and community facility sections of the Comprehensive Plan since these sections indicate general policy of development, redevelopment, and the maintenance of the community.

CIP Development Process

· Compile and prioritize projects.  Staff will consolidate and prioritize recommended projects into the proposed Capital Improvement Plan.
· Devise proposed funding sources for proposed projects.  Recommended funding sources will be clearly stated for each project.
· Project and analyze total debt service related to the total debt of the City.
· A debt study will be provided summarizing the combined impact of all the existing and proposed debt.

On an annual basis, the City Council will evaluate the proposed CIP and decide on the following:
· Project Prioritization
· Funding Source Acceptability
· Acceptable Financial Impact on Tax Levy, Total Debt, and Utility Rate Levels
· As of 2009, debt levies fall outside of levy limits.  Therefore, the council should determine whether issuing Equipment Certificates instead of cash financing equipment is an appropriate financing mechanism to meet capital the capital needs while maintaining operating levy flexibility.


(See sample CIP Street schedule in Appendix A)
SECTION 6.  ECONOMIC DEVELOPMENT AUTHORITY.

The Economic Development Authority (EDA) was created by the City Council.  The City Council acted to appoint the members of the City Council to serve as the Board of Commissioners.  Under Minnesota Statutes Chapter 469-Econcomic Development, cities are permitted to establish an EDA , including approval for the EDA to serve as a Housing & Redevelopment Authority (HRA).  When the City created the EDA, it approved HRA authority for possible use in the future. 

Among the HRA powers in Minnesota law is the authority to collect a “special benefits” tax up to 0.0144 percent of taxable market value in the City.  The EDA first began to collect a “special benefits” tax beginning in year 2002.  Approval of the City Council is required before the EDA may levy the tax.  The Revenue Management Policy of the City, as included in this Financial Management Plan, sets policy for when a tax levy may be considered.  Of note, the HRA is a separate levy, and is not subject to the statutory levy limits.  The EDA is subject to the statutory levy limits, except for a debt levy.

This policy section sets policy for the “amount” of tax levy that will be considered for the EDA.

Funding

The EDA, with approval by the City Council, shall annually appropriate money to the EDA from a tax levy or other available source.  The appropriation shall be equivalent to the “maximum” that could be provided by a tax levy for economic development purposes.  The annual tax levy shall be set based on the amount needed when combined with other available sources achieves the funding level set by this policy.  

To provide other sources (non-tax) of funding to the EDA, the City Council shall annually review the fund balance in the General Fund to determine whether sufficient unreserved fund balance is available for transfer from the General Fund to the EDA.  The decision on transfer of funds shall be made at the time the annual EDA tax levy is established.  If other sources of revenue are not available, the EDA may set the tax levy at the maximum allowed.

Procedure for Using Funds

Expenditures may be made from the EDA based on the following criteria:
A. The EDA appropriates the funds as part of the annual budget, or
B. The EDA authorizes an amendment to the EDA budget outside of the annual appropriation process. 
SECTION 7.  DEBT MANAGEMENT.

The use of borrowing and debt is an important and flexible revenue source available to the City.  Debt is a mechanism which allows capital improvements to proceed when needed, in advance of when it would otherwise be possible.  It can reduce long-term costs due to inflation, prevent lost opportunities, and equalize the costs of improvements to present and future constituencies.

Debt management is an integral part of the financial management of the City.  Adequate resources must be provided for the repayment of debt, and the level of debt incurred by the City must be effectively controlled to amounts that are manageable and within levels that will maintain or enhance the City’s credit rating.  A goal of debt management is to stabilize the overall debt burden and future tax levy requirements to ensure that issued debt can be repaid and prevent default on any municipal debt.  A debt level which is too high places a financial burden on taxpayers and can create problems for the community’s economy as a whole.

Policy Statement 

Wise and prudent use of debt provides fiscal and service advantages.  Overuse of debt places a burden on the fiscal resources of the City and its taxpayers.  The following guidelines provide a framework and limit on debt utilization:

1. The City will weigh the benefits and costs of long-term borrowing for planned capital improvements (see CIP Policy) and short-term debt for capital outlay.
2. The City should strive to avoid using long-term debt for current operations.
3. When considering financing of capital expenditures, the City may consider paying cash for capital financing as well as debt financing.   
4. The City will pay back debt within a period not to exceed the expected useful life of the projects, with at least 50% of the principal retired within 2/3 of the term of the bond issue.
5. The City will maintain good communications with bond rating agencies regarding its financial condition.  The City will follow a policy of full disclosure in every financial report and bond prospectus.
6. The City (by itself or with a financial advisor) will track and identify opportunities for restructuring or refinancing debt.
7. When feasible, the City will use refunding mechanisms to reduce interest cost and evaluate the use of debt reserves to lower overall annual debt service where possible.
8. The City’s goal has been to  (what follows are policy options for each city to choose from, or change):
a. maintain the level of annual debt service at or below the current debt levy.
b. maintain a debt service levy that is equal to x% of operating expenditures.
c. quantify the impact of potential future debt on the debt service levy, and on various categories of property taxpayers (or other revenue derived customers).  

During the budget process, the Council may review whether a debt study is necessary to be prepared in conjunction with the Capital Improvements Plan to provide information about the City’s debt structure.  In deciding whether to include a Debt Study, the Council will such factors as how long it has been since the last Debt Study, if there have been material changes to the CIP, or if a large amount of debt is expected in the near future.

SECTION 8.   ACCOUNTING, AUDITING, AND FINANCIAL REPORTING.

The key to effective financial management is to provide accurate, current, and meaningful information about the City’s operations to guide decision making and enhance and protect the City’s financial position.

Policy Statement

1. The City’s accounting system will maintain records on a basis consistent with generally accepted accounting standards and principles for local government accounting as set forth by the Government Accounting Standards Board (GASB) and in conformance with the State Auditor’s requirements per State Statutes.  This allows for modified accrual for populations exceeding 2,500, or cash basis for smaller communities.
2. The City will establish and maintain a high standard of accounting practices.
3. The City will follow a policy of full disclosure written in clear and understandable language in all reports on its financial condition.
4. The Finance Department will provide timely monthly and annual financial reports to users.
5. An independent public accounting firm will perform an annual audit and issue an opinion on the City’s financial statements.
6. Annually the City Council and staff will meet with the Auditors to review the audit report.
7. Periodic financial reports on budget performance will be provided to the City Council monthly / quarterly.

SECTION 9.   RISK MANAGEMENT.

A comprehensive risk management plan seeks to manage the risks of loss encountered in the everyday operations of an organization.  Risk management involves such key components as risk avoidance, risk reduction, risk assumption, and risk transfers through the purchase of insurance.  The purpose of establishing a risk management policy is to help maintain the integrity and financial stability of the City, protect its employees from injury, and reduce overall costs of operations.

Policy Statement

1. The City will maintain a risk management program that will minimize the impact of legal liabilities, natural disasters or other emergencies through the following activities:
a) Loss prevention - prevent losses where possible
b) Loss control - reduce or mitigate losses
c) Loss financing - provide a means to finance losses
d) Loss information management - collect and analyze data to make prudent prevention, control and financing decisions
2. The City will review and analyze all areas of risk in order to, whenever possible, avoid and reduce risks or transfer risks to other entities.  Of the risks that must be retained, it shall be the policy to fund the risks which the City can afford and transfer all other risks to insurers.
3. The City will maintain an active safety committee comprised of City employees.
4. The City will periodically conduct educational safety and risk avoidance programs within its various divisions.
5. The City will, on an ongoing basis, analyze the feasibility of self funding and other cooperative funding options in lieu of purchasing outside insurance in order to provide the best coverage at the most economical cost.
6. Staff will report to the Council, annually on the results of the City’s risk management program for the preceding year.

 APPENDIX A
SAMPLE STREET CIP SCHEDULE
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GLOSSARY OF TERMS

ACCRUAL ACCOUNTING  The basis of accounting which recognizes revenues as they are earned and expenses as soon as a liability is incurred, regardless of related cash inflows and outflows.

AD VALOREM TAX  A tax which is based on value, such as property taxes.

AUDIT  An annual third party review of financial operations and procedures required by State Statutes.

BALANCED BUDGET  A budget in which the sources of funds (revenues) is equal to the uses of funds (expenditures).

BASIS OF ACCOUNTING  The technical term that describes the criteria governing the timing of the recognition of transactions and events.

BONDS	  A written promise to pay a sum of money at specified dates, including interest at a designated time.

BONDED DEBT  The portion of City debt represented by outstanding bonds.

BUDGET  A financial operations plan of proposed expenditures for a given period of time and the proposed revenues to finance them. Proposed expenditures must equal proposed revenues.

CAPITAL IMPROVEMENT PLAN
(CIP)  A plan for capital expenditures to be incurred each year for a fixed period of years and the estimated resources to finance the projected expenditures.

CAPITAL OUTLAY  Expenditures resulting from the acquisition of fixed assets.

CAPITAL PROJECTS FUND  A fund established to account for financial resources to be used for the acquisition or construction of major capital facilities.

COMPREHENSIVE ANNUAL 
FINANCIAL REPORT (CAFR)  The official annual report of a government which includes combined financial statements, supporting schedules, supplementary information, extensive introductory information, and a statistical section.

DEBT  An obligation resulting from the borrowing of money or the purchase of goods or services.

DEBT SERVICE FUND  A fund established to account for the payment of principal and interest on debt of the City.

EMPLOYEE SERVICES  The portion of the budget pertaining to employee salaries and related fringe benefits.

ENTERPRISE FUND  A fund established to account for the financing of services to the general public where all or most of the costs involved are recovered primarily through user fees.  (City enterprise funds are water and sewer, ice center, golf course, and storm drainage).

EXPENDITURES  Disbursements for operating costs, debt service, capital outlay.

FIDUCIARY FUNDS  A classification of funds that is used to account for resources that are held by the government as a trustee or agent for parties outside the government and that cannot be used to support the government’s own programs.

FISCAL DISPARITIES  Is a tax sharing pool created to distribute dollars to areas with modest tax capacity values.

FISCAL YEAR  The twelve month period to which the annual budget applies and at the end of which the City determines its financial position.  The City’s fiscal year is January 1st to December 31st.

FIXED ASSETS  Long-term tangible assets which are “fixed” in nature, such as building, land, and equipment.

FUND  An accounting entity with a self-balancing set of accounts in which assets, liabilities, and equity are recorded for a specific activity or objective.

FUND BALANCE  The difference between fund assets and fund liabilities.  The fund balance can be used as a revenue source by decreasing an existing positive balance.

GENERAL FUND  This fund is used to account for all general operations of the City which are necessary to provide basic governmental services.

GENERAL OBLIGATION 
BONDS (G.O. BONDS)  Bonds that are backed by the full faith and credit of the City.

GENERAL OPERATING BUDGET  The part of the operating budget which includes the general, special revenue, and capital funds. (Excludes the enterprise funds)

GENERALLY ACCEPTED 
ACCOUNTING PRINCIPLES (GAAP)  Uniform minimum standards and guidelines for financial accounting and reporting.  The primary authoritative body on the application of GAAP to state and local governments is the Governmental Accounting Standards Board (GASB).

GOVERNMENT FINANCE 
OFFICERS ASSOCIATION (GFOA)  A nonprofit finance professional association serving over 12,600 government finance officials.

GOVERNMENTAL ACCOUNTING
STANDARDS BOARD (GASB)  A seven-member board which is responsible for setting governmental accounting standards.

GOVERNMENTAL FUNDS  A classification of funds that is typically used to account for tax-supported (governmental) activities.  Included in this classification are the general fund, special revenue funds, debt service funds, capital projects funds, and permanent funds.  

GRANT  A contribution of cash or other asset from a government or other organization for a specified purpose, activity, or facility.

INFRASTRUCTURE  Immovable assets such as roads, bridges, curbs and gutters, streets and sidewalks, drainage systems, and lighting systems that are of value only to the City.

INTERGOVERNMENTAL REVENUE  Revenues from other governments in the form of grants, entitlements, shared revenues, or payments in lieu of taxes.

INTERNAL SERVICE FUND  A fund established to report any activity that provides goods or services to other funds, departments, or agencies of the primary government and its component units, or to other governments, on a cost-reimbursement basis.

LEVY  The total amount of taxes or special assessments imposed by the City.

LOCAL GOVERNMENT AID (LGA)  Unrestricted funds distributed to Cities by the State of Minnesota.

MARKET VALUE  The value determined by the County Assessor for real estate or property used for levying taxes.

MARKET VALUE HOMESTEAD
CREDIT (MVHC)  Credit given on residential property taxes that is equal to 0.4% of the market value up to$304, less 0.09% times any value over $76,000.

MODIFIED ACCRUAL
 ACCOUNTING  The basis of accounting which recognizes increases and decreases in financial resources only to the extent that they reflect near-term inflows or outflows of cash.  Revenues are recognized to the degree that they are available to finance expenditures of the fiscal period.  Similarly, debt service payments and a number of specific accrued liabilities are only recognized as expenditures when payment is due because it is only at that time that they normally are liquidated with expendable available financial resources.

NET ASSETS  The difference between assets and liabilities in the government-wide statement of net assets.

OPERATING BUDGET  The annual financial plan for funding the costs of providing services and programs.

OTHER CURRENT EXPENSES  The portion of the budget relating to general operations (supplies, maintenance, utilities, etc) excluding employee salaries. 

PARKS CAPITAL FUND  A fund established to account for revenues and expenditures for the purchase and maintenance of city parks.

PROGRAM  An activity or operation created to achieve a specific purpose or objective.

PROPRIETARY FUND  A classification of funds that is used to account for a government’s business-type activities which are supported, at least in part, by fees or charges.  Included in this classification are enterprise funds and internal service funds.

RESERVES  Funds set aside for unanticipated expenditures or unforeseen emergencies, as well as to have adequate working capital for current operating needs to avoid short-term borrowing.

RESIDENTIAL EQUIVALENT UNIT
(REU)	Standardized unit of measurement used in billing utilities to property owners.

REVENUE  Funds collected as income to offset operational expenses including property taxes, charges for service, licenses & permits, etc. 

RISK MANAGEMENT  The ways and means used to avoid accidental loss or to reduce its consequences if it does occur.

SPECIAL ASSESSMENT  A levy made against a property to defray all or part of the cost of a capital improvement or service deemed to benefit that property.

SPECIAL REVENUE FUND  A fund established used to account for revenue which is restricted for expenditures of a designated purpose.

TAX CAPACITY VALUE  Is the taxable portion of the market value which is based on classification rates determined by the type of property tax.

TAX INCREMENT FINANCING (TIF)  A financing method in which bonds are secured by the anticipated incremental increase in tax revenue resulting from the redevelopment of an area.

TAX LEVY  The amount of property taxes levied to finance operations that are not funded by other sources.

TAXES  Compulsory charges levied by a government to finance services performed for the common benefit.





[image: ]
18
image1.wmf
SAMPLE STREET CIP

Expenses 2009 2010 2011 2012 2013

PROJECT

21 STREET N 42,000      -                -                -                  -               

3RD STREET PL N 85,050      -                -                -                  -               

17TH ST N 14,700      -                -                -                  -               

MAIN STREET S 53,550      -                -                -                  -               

28TH STREET N -                154,350    -                -                  -               

57TH ST N -                87,098      -                -                  -               

53RD ST N -                155,453    -                -                  -               

APPLEWOOD LANE -                133,403    -                -                  -               

11TH ST N -                -                27,783      -                  -               

12TH ST N -                -                21,995      -                  -               

12TH ST N -                -                64,827      -                  -               

12TH ST N -                -                31,256      -                  -               

10TH STREET CT N -                -                41,675      -                  -               

MAIN STREET S -                -                -                91,163         -               

53RD ST N -                -                -                31,603         -               

48TH ST N -                -                -                109,396       -               

59TH ST N -                -                -                151,938       -               

59TH ST N -                -                -                65,637         -               

50TH ST N -                -                -                112,188       -               

37TH ST N -                -                -                -                  71,472     

36TH ST N -                -                -                -                  71,472     

38TH ST N -                -                -                -                  117,418   

39TH ST N -                -                -                -                  117,418   

Other -                -                -                -                  -               

195,300    530,303    187,535    561,926       377,779   


image2.png
©|0]

[ EAGUE or CONNECTING & INNOVATING

MINNESOTA SINCE 1913
CITIES





image3.png
145 UNIVERSITY AVE. WEST PHONE: (651) 281-1200 rAX: (651) 281-1299
ST. PAUL, MN 55103-2044 TOLL FREE: (800) 925-1122 WEB: WWW.LMC.ORG




