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Demystifying the 
Municipal Budget and 

Long Term Financial 
Plan



Why do We Budget? 

• Fiscal Accountability

• Allocation of Financial Resources

• Financial Management

• Internal Control

• Management Information

… ultimately to improve desired 
results, and for the benefit of our 
citizens and businesses



Fiscal Accountability

• Ability to effectively manage and 
optimize human, financial and 
physical resources, qualitative 
and quantitative measurement, 
and planning and control of 
resources to maximize results.

… responsible for the way resources 
are used and managed.  



Who are We Accountable to?

• Citizens who are current, former and 
future taxpayers

• Investors and businesses 

• Our creditors



• Legal requirement – section 290(1) Municipal 
Act, 2001 – Council must adopt estimates of 
all sums required during the coming year for 
the purposes of the municipality;

• Budget shall be prepared during the year or 
in the immediately preceding year;

• Exception: in a year following an election 
year only in the current year.  

Legislated  Under the Municipal Act 



• Municipal Budgets must be balanced … 
unlike the Federal and Provincial Budgets.

• Section 290(2) – the budget shall provide 
that estimated revenues are equal to the 
estimated expenditures 

Legislated Under the Municipal Act



 Financial Plan 

- sets out planned expenditures and the means of 
financing 

- Statement of priorities

- Establishes spending limits on programs/services

- Reflects funding policies

- Basis of financial decision making

What is a Budget ?



 Political document

 Management document

But is so much more … link to operational 
plans, communication tool, long term 
financial plan.

What is a Budget ?



The Budget is NOT Just a “Budget”
(Links to Operational Plan)

The Budget provides the financial resources to:

- implement the Business Plan and achieve Strategic 
Plan goals

- deliver mandated services

- implement the recommendations from Master 
Plans, studies, changes in existing service levels

- Provide an operational work plan to implement 
various higher level plans



The Budget is Not Just a “Budget”
(Communication Tool)

Strategically engage the public in local government affairs 
through citizen education.

Inform
• educate citizens and community stakeholders about 

Budget issues and pressures

Engage
• solicit community priorities 
• opportunity to provide input on services/service levels



Strategic Plan

Plans and Strategies

Corporate and Departmental 

Business Plans

Budgets

Services, Facilities 

Programs

Performance 

Measures/Feedback

Long Term 

Financial Plan



Therefore the Budget is a key planning 
document in achieving a municipality’s 

Strategic Priorities



Components of Annual Budget

1. Operating Budget (Current)

2. Capital Budget



Operating Budget

Normal operating expenditures and revenues 
associated with the day to day provision of 
services. 

Permitted Exclusion:

- Amortization expenses

- Post-employment benefit expenses

- Solid waste landfill closure and post-closure    
expenses



Levies from

Outside

Boards

Repayment 

of debt 

charges

Payment of 

Operating 

Costs

Transfer to 

Reserves 

Funds

Pay As 

You  Go

Capital

Revenues

Current 

Budget

Operating Budget 



Capital Budget

Significant expenditures to acquire, construct or 
improve land, buildings, engineering structures 
or machinery and equipment used to provide 
municipal services with a benefit lasting beyond 
one year. 

• Dollar Threshold can be established

• Sources of Financing



Operating vs. Capital Budgets

• Both provide for the services/programs delivered

• Types of expenditures and sources of financing differ

• Operating Budget provides for the annual cost to 
deliver services and maintain infrastructure

• Capital budget provides for investments in 
infrastructure (assets) that provide long term benefit

- Projects can span a number of years

- New infrastructure and renewal



Separate yet Interdependent

Operating Budget

Capital Levy/ Capital Out 

of Revenue

Contributions to Reserves 

and Reserve Funds

Affordability of Capital 

Impacts

Reserve & Reserve 

Funds

Smoothing out Operating 

expenses (Elections) 

Setting aside funds for 

future capital needs

Acts like a “saving 

account”

Capital Budget

Operating cost of new 

facilities

Debt Charges

Future replacement 

provisions 

Infrastructure Deficit



Cost Drivers

Long Term

Contracts

Assessment 

Base

Growth

Legislation

Addressing
Infrastructure

Deficit
Outside

Boards

Providing for
Existing or Future

Capital Needs

Personnel

Debt Levels

New/Enhanced

Programs

Implementing

Strategic Plan 

Economic 

Trends

Budget



Budget Timelines Approved by Council
June 23, 2014

Administrative 
Review

Outside Boards
Submit Budgets 

To Finance

October 6, 2014

Departmental 
Budget Packages 

submitted to 
Finance 

October 6, 2014

Budget Package to City Council January 23, 2015

City of Thunder Bay Budget Process

Community Workbook available January 27, 2015



Public Pre-Budget Consultation February 3, 2015

Long Term Financial Plan Overview   January 27, 2015

Committee of the Whole Review of Budget Package February 4, 10, 11, 2015

Final Public Post-Budget Consultation February 18, 2015

Council Final Approval - March 2, 2015



Departmental Business Plans 

Standard format business plan document for each department:

• Focus on what departments do

• Major customers/clients

• Previous year’s achievements

• Trends and challenges

• Council work plan/priorities for the term of Council

• Departmental priorities

• Financial information/summaries



Base Budget
“Business As Usual”

Base Changes Capital Impacts/Growth

Business Planning

Reserve and 
Reserve Fund
Transfers

New 
Revenues

New Services 
and
Increased 
Service Levels

Program
Reductions

Efficiencies

Typical Development of the Budget



Base Budget

Provides for:

• Maintenance of existing services
• Annualized impact of previous Council 

decisions
• Capital driven operating costs

• Growth pressures on existing services

Focuses on delivering exactly same service and 
service levels that currently exist. 



Business Planning Service Level 
Change Decisions

• One time items

• Expansions

- complement increases (workload volume)

- Identifies resources required for increased service 
level demands and new service initiatives

• Reductions

• Revenues – new, user fee increases

• Reserves/Reserve Fund transfers

• Identify Efficiencies



Corporate Services & Long Term Care 
Department Summary





Sets out the municipality’s anticipated capital 
expenditures and how they are to be financed

Capital Budget



Overview of Capital

Balancing Act

Project/Needs

Funds Available

• Legislated

• Health & Safety

• Cyclical Replacement

• Asset Renewal

• Infrastructure Deficit

• New/Growth



Sources of Capital Financing

• Project or Program Specific

- Funding sources tied directly to project

 Contributions from senior levels of 
government eg. Federal Gas Tax/Provincial 
Gas Tax

 Subsidies and Recoveries eg. Community 
group contribution for tennis court 
rehabilitation



Sources of Capital Financing  

• Reserves/Reserve Funds

• Debt Financing

• From Operating Fund (Capital out of 
Revenue)

• Infrastructure Levy (EIRP)



Standard Submission - Capital

• Description of the project

• Reason for the project

• Priority attached (legislative, health & safety, asset 
management, cyclical asset replacement, new 
project)

• Total estimated cost

• Consequence of not funding

• Impact on future operating costs

• Possible financing sources

• Dependency or relation to other capital projects



Sample – Capital Project Details



Sample Capital Forecast



Traditional Budget Process

 Annually 

 Adopt budget

 Establish tax rates



1. Preparation
Planning & Priority Setting

4. Review
Measuring Results & 

Reviewing Policies

3. Implementation
Raising, Spending, 

Managing $ 

2. Adoption
Set Expenditures & 

Revenues

Four Stage Budget Process



Capital Variance Monitoring

• Provide an update as to the status of capital 
projects

• Estimates completion date – impact on 
operating budget, timing of expenditures, etc. 

• Identifies additional funding required or to be 
returned



In Year Forecasting/Reporting

• Regular monitoring

• Quarterly variance reporting to COW 

• Action plans if expected negative 
variances



What Happens if There is a 
Deficit/Surplus at Year End? 

• Deficit

– First charge on next years budget

– Can fund from reserves or reserve fund

• Surplus
– Can use to reduce next years budget
– Have policies in place to transfer to 

reserves for future requirements 



Role of Treasurer/CFO

• Ensure that statutory financial responsibilities are met

• Maintain compliance with generally accepted accounting 
principles (GAAP) set by the Public Sector Accounting Board 
(PSAB)

• Enforcement of established internal controls, policies, 
procedures and standards for all functions 

• Custodian of the municipality’s financial resources

• Managing debt/capital financing



• Provide Council with info required or requested and 
regular financial reporting – take initiative to provide 
info to assist Council in being pro-active and strategic in 
making decisions 

• Financial and Strategic Advisor to ensure sustainability 
of assets/services – Long Term Financial planning VS 
single year or term of office approach

• Subject expert for area which CFO has responsibility



It is beyond budgeting 

It is about Financial Sustainability …



Financial Sustainability – what is it ? 

• Balancing today’s services and tomorrow’s needs

• Program sustainability through quality services 
and sound financial management

• Rate Stability

• Intergenerational Equity

• Financial Health or Financial Condition



* PSAB Training Presentation – Spring 

2010

What are the Elements of Financial Sustainability?



Why Does Financial Sustainability Matter ? 

• Limited Resources should be allocated based upon 
strategic priorities

• Changes in Funding Formulas

• Growth or compression

• Pressure on tax base

• Decision making tends to be short term at expense of 
future generations

• Growing infrastructure deficit while faced with new 
requirements



• A strategic process that provides 
governments with the insight and 
information they need to establish 
multi-year budgeting and financial 
policies and pursue actions that 
maintain good fiscal health.  

What is Long Term Financial Planning ?



What is a Long Term Financial Plan and 
How Does It Promote Financial Sustainability? 

• Decision making tool that provides focus and allows data-
based priority setting for limited resources

• Evaluates the implications of current and projected 
programs

• Develops strategies to achieve a government’s strategic 
goals and address identified challenges

• Manages risks and sensitivities to changes in economy and 
assumptions



Benefits of LTFP

Helps to answer the following questions: 

• Will revenues be adequate to maintain services at current 
levels? 

• Will financial resources be sufficient to address future 
operating and capital needs?

• Will it be possible to expand existing programs or initiate 
new ones? 

• Is it prudent to issue additional debt to fund new capital 
projects? 



Benefits of LTFP

• Stimulates “Big Picture” long term thinking

• Imposes discipline

• Integrated plans transcend Council and Leadership 
changes

• More stability in budget and tax rates

• Addresses short-term issues with long-term solutions

• Minimizes impact of changing economic times on plans



Benefits of LTFP

Helps financial managers and elected officials 
to: 

• More effectively prioritize budgetary issues

• Produce a financial program that effectively links 
budget priorities to the resources available



Capital Target/
Priority Setting

Long Term
Fiscal Plan

Strategic Plan

Operating 
Budget/Tax and 
User Fee Setting

Maintenance 
Plans

Growth/
Expansion 

Plans

Reserve 
Adequacy

Tax Policy

Financial Risk 
Planning

Federal/Provincial
Funding Strategies

Council Priorities

Long Term Link to Strategy

Infrastructure
Deficit



Outcomes of the Long-Term Financial Plan

• Demonstrates continued vigilance on cost control

• Sets the framework and identifies gaps in funding from 
other levels of government

• Provides the basis for ongoing financial support for 
infrastructure and reserve funding

• Provides basis for credit rating agencies to give a 
positive review



What We do in Thunder Bay:

• 10 year operating projection

• 20 year capital projection

• Financial Guiding Principles/Associated 
Policies

• LTFP updated annually

• ReNew Thunder Bay

• EIRP

• Performance Measurement



QUESTIONS ?


