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GOVERNING 

"Failure to understand 
financial outcomes is more 

dangerous to states and 
localities than ever, and 

there’s a big gap between 
what public leaders know 
about finance and what 

they need to know.” 
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http://www.governing.com/finance101/gov-financial-illiteracy-feature.html 
 



GOVERNING 

"States and cities have deep structural problems that will not go 
away just because the country is coming out of the recession that 
started in 2008.” 

"Local governments must stop using budget gimmicks that 
obscure the true extent of their money problems."  

-Volcker-Ravitch Report 
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Achieving Fiscal Health & Wellness 
2 Strategic Initiatives 
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Fiscal Health  Long-term Fiscal Wellness 



7 BRINGING VISION INTO FOCUS 
WITH A NEW “LENS” 
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9 ACHIEVING FISCAL HEALTH 



Strategic Questions  
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• How much do we have available to spend? -                                     
 (not “How much do you need”?) 

“Spend Within Our Means” 

 

• Why do we need to keep “money in the bank”? 

Establish & Maintain Reserves 

 

• What’s the “difference”? 

Understand Variances (Budget to Actual) 
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 “It costs how much”???????? 

Transparent About  

“True Cost of Doing Business” 

 

 “What’s the plan and what could cause it to  

    change? 

Economic Analysis & Long-Term Planning 

 

 What does the future look like?  

 What if………..??? 

“Fiscal Health Diagnostic Tool” 
 

Strategic Questions  
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? Does your organization differentiate between one-time 
and ongoing revenues and expenditures? 
? If yes, how are they tracked? Does your forecast 

demonstrate this differentiation 
 

? How does your organization differentiate “program” 
revenues from “enterprise” revenues such as taxes, 
earnings on investments, franchise fees, etc.? 
 

? Does your organization prepare a formal Revenue 
Manual? 
? If yes, what type of information is included? 

Diagnostic Questions to Ask 
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? Does your organization have a written fund balance 
reservation policy?  
? If yes, how are you monitoring to ensure that reserves are 

maintained? 
 

 

? Check to see if established working capital reserves 
are sufficient to meet emergency needs or short-
term revenue shortfalls 
 

 

? Check to see if there is an inventory of all other 
restricted or designated fund balance reserves, 
stating their purpose, the authority establishing 
them and how they are to be calculated 

Diagnostic Questions to Ask 



Diagnostic Questions to Ask 
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? Are variances between budgeted and actual 
revenues and expenditures analyzed and 
explained?  

? If yes, how do those variances impact future budget 
cycles?  

 

? Does your organization utilize a formal 
Compensation Plan to establish employee 
salary/wage ranges? 

?  How often is the plan updated? 
 

? When assessing the adequacy of employee 
compensation, are employee benefit packages 
included in this assessment?   

 



Diagnostic Questions to Ask 
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? Does your organization utilize Internal Service Funds?   
? If yes, what are the services provided by each fund and how 

are the internal charges established and distributed? 
 

? Check to see if appropriate demand metrics are 
evaluated when determining costs 
 

? Check to see if customers perceive that costs are 
transparent, and that they have the ability to influence 
those costs by altering their own demand 
 

? Does your organization prepare a Full Cost Allocation 
plan in addition to an OMB A-87 Cost Allocation Plan?  

?  If yes, how is this plan incorporated into the budget process? 



Diagnostic Questions to Ask 
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? Does your Five-Year forecast incorporate other 
long-term plans developed by your 
organization?  
 

? Does your organization prepare a Capital 
Improvement Plan?   

? If yes, what information is included and how is it 
utilized in your budget process and your financial 
forecasts? 

 

? What tools does your organization use to 
communicate financial information to its elected 
decision-makers? 



Looks like a Financially  
“Healthy” Organization – Right? 
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Let’s Look through a Different Lens! 18 
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“Looking Through the 
 “New Lens”  

• Is the organization able to clearly communicate its fiscal 
position to its various stakeholders? 
 

• Does the organization “SPEND WITHIN ITS MEANS”? 
 

• What are the organization’s “ongoing” sources of revenue 
as compared with its “one-time” sources of funding?   

 

• Are these “ongoing” sources sufficient to fund “ongoing” 
operational expenses? 
– Are “one-time” funds being used to cover “ongoing” expenses? 

 

• Are their sufficient “one-time” funding sources to pay for 
future “one-time” project and capital needs? 
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“Looking Through the 
 “New Lens”  

• Does the organization monitor its level of “Restricted” 
Fund Balance? 
– Does the organization maintain sufficient “Emergency/Working Capital 

Reserves” by adopted policy? 

• Do actual revenues and expenditures align with adopted 
budget amounts? 

 

• Are the impact of “ongoing” expenses discussed when 
approving “one-time” capital projects?  

 

• Are future financial impacts of current decisions clearly 
understood at the time those decisions are made?  

 
 

 



“FISCAL HEALTH DIAGNOSTIC TOOL” – 
 Tell the Story with a “Picture” 
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Questions/Comments? 
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Thank You ! 

www.pbbcenter.org 
Phone: 720-361-3710 

Jon Johnson, Co-Founder 
jjohnson@pbbcenter.org 

Chris Fabian, Co-Founder 
cfabian@pbbcenter.org 
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