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FMRB’s Mission: Provide communities with guidance 
& practical advice on financial management

Projects include:

 Broad scope financial management reviews
 Analyses of government/management structures
 Financial forecasts
 Capital planning studies
 Budget documents
 Financial indicators & benchmarking
 Financial policy manuals

Supporting a Commonwealth of Communities



Financial Policy Manuals
Recent HistoryRecent History

 Formal policy manuals historically rare, but communities are 
increasingly seeing the value

 Recommended by FMRB, auditors, credit rating agencies
 Promoted by Government Finance Officers Association 

(GFOA.org)
 MA Community Compact Cabinet (CCC) Program since 2015

o FMRB → over 40 manuals, others → over 35
o Communities creating their own with online FMRB manuals
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Foundations of a Fiscally Sound Annual BudgetFoundations of a Fiscally Sound Annual Budget



Why Create and Adopt Formal Policies

 Foundational element to strong financial management
 Spell out commitment to financial goals
 Promote sound practices and compliance with statutes
 Establish foundation for system of internal controls
 Set expectations for local officials, employees, residents
 Promote transparency & accountability 
 Enable long-term consistency 
 Enhance bond rating potential   

Financial 
Policies

Capital 
Improvement 

Plan

Long-Range 
Forecast



Why Create and Adopt Formal Policies

S&P: "The upgrade reflects formalization of a number of financial 
policies…in 2021, management initiated a comprehensive review of its 
financial policies and practices and formally adopted a range of policies, 
which we believe will aid the city in maintaining its strong financial 
position."

Taunton 
September 2022

AA+



Why Create and Adopt Formal Policies

S&P: "Well-embedded financial management policies and practices that 
are reviewed on a consistent basis“

Somerville 
May 2023

AAA
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 Time & effort

oWho will research, write and coordinate with 
stakeholders?

 Which policy topics?

 Decision making and achieving consensus

o Realistic, achievable provisions

 Awareness

o Distribution & access

o Review & revision

The Challenges Challenges



FMRB’s Approach to Policy Engagements

 Read: 
o Existing policies
o Bylaws & charter
o Management letters
o Moody’s / S&P reports

 Interview town personnel
 Understand government structure
 Review budget and other financial indicators
 Conduct peer analysis
 Conduct research on new topics as needed
 Modify existing policies as applicable
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Core Policies – Financial Planning
Financial PlanningFinancial Planning

 Annual Budget
 Capital Planning
 Debt Management
 Financial Reserves
 Forecasting
 Indirect Cost Allocation
 Investments
 OPEB
 Overlay
 Special Purpose 

Appropriations

Core Policies
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Core Policies – Financial Operations
Financial OperationsFinancial Operations

 Antifraud
 Disbursements
 Financial Management Team
 Gifts of Funds
 Grant Management
 Procurement Conflict Of Interest
 Reconciliations
 Revenue Turnover
 Tailings
 Tax Recapitulation
 Year-End Closing

Core Policies
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Capital Planning

o Capital improvements in the annual Cap budget & multiyear CIP

o Ongoing maintenance of assets s/b within depts’ annual budgets

o “Improvement” defined by combo of cost & years of useful life,  ex. 
$20,000 and five years

Some Key ConceptsSome Key Concepts

Core Policies
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Financial Reserves

o General fund: Free cash, stabilization fund(s), and overlay

o Enterprise fund: Retained earnings

Some Key ConceptsSome Key Concepts

Core Policies
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Indirect Cost Allocation

o Offset the general fund’s indirect support of enterprise fund

Some Key ConceptsSome Key Concepts

Core Policies
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Procurement Conflict of Interest

o Ethics, community reputation, risk of bid disputes

o Crucial requirement if federal grant recipient

Some Key ConceptsSome Key Concepts

Core Policies
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Financial Planning

 Annual Audit 
 Debt Affordability Analysis
 One-time Revenues
 Prospective Shared Services

Operations

 Ambulance Receivables
 Bounced Checks
 Cash Flow Budget
 Credit Card Usage
 Travel Reimbursement

Additional Policies
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Policy Workshop Anatomy of a Policy



18

Policy Workshop Anatomy of a Policy
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Policy Workshop Anatomy of a Policy
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Policy Workshop Anatomy of a Policy
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Policy Workshop Anatomy of a Policy
Anticipated ProcessAnticipated Process
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Policy Template
Template DesignTemplate Design

 Applicability

 Scope

 Effective

 Purpose

 Policy Text

 References

Policy Example



Policy Example
Useful QuestionsUseful Questions
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ReferencesReferences

 Municipality References:
o Charter, ordinances, bylaws
o Cross-references to related policies 

 External References:
o State and federal laws
o Guidance & best practice material: 

• FMRB’s web material
• MFLB’s Info Guideline Releases, 

Bulletins
• Govt. Finance Officers Association
• Govt. Accounting Standards 

Board

Policy Example
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Policy Review
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 Encourage reliance on full-time, central administrators
o Budget and Capital Planning Responsibility to Town Admin/Manager

 Reserves
o Encourage creation of a capital stabilization fund
o Overall reserve levels: higher for smaller communities, lower for those with biggest 

budgets

 Annual Audit
o Seek fresh perspective by doing bid process at 6-year intervals

 Other Postemployment Benefits Liability
o Establish a trust fund

FMRB’s policy biasesGeneral Policy Advice
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 Division of Local Services: 
o FMRB policy manuals & other reports https://www.mass.gov/collections/financial-management-

resource-projects
o Databank community comparison report generator

https://dlsgateway.dor.state.ma.us/reports/rdPage.aspx?rdReport=Community_Comparison_Report

o All Databank Reports https://www.mass.gov/info-details/municipal-databank-data-analytics

 GFOA Best practices & Advisories https://www.gfoa.org/best-practices-advisories

 UMass Collins Center umb.edu/cpm/publications

 Community Compact Cabinet mass.gov/lists/community-compact-reports-and-completed-best-practices

Resources Resources
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Questions?

Theo Kalivas
Financial Management Resource Bureau

kalivast@dor.state.ma.us


