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WHAT IS LONG-TERM FINANCIAL PLANNING?
• Uses financial forecasting and analysis to identify future financial challenges and opportunities

• Identifies strategies to secure financial sustainability in light of the challenges and opportunities

• Participative and consensus-driven process, involving elected officials, staff and the public 

• The Plan must:

• Provide strategies to achieve and maintain financial balance

• Identify how the County will provide a consistent level of public services and address special issues of concern to 

constituents

Give me six hours to chop down a tree
and I will spend the first four sharpening the axe.

- Abraham Lincoln
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WHY CONSIDER LONG-TERM FINANCIAL PLANNING?
• Allows elected officials and staff to develop a shared vision of the County's priorities/issues

• Essential for ongoing financial sustainability, providing a consistent level of public services and 

protecting the constituents from volatility in taxes

• Better equipped to deal with long-range financial challenges

• Link annual budgets together into a coherent long-term strategy

• Better anticipate and prepare for financial shocks

• Encourages strategic thinking and allows decision makers to focus on long-term objectives

• Promotes overall awareness for financial literacy

• Creates commitment and motivation to  provide a guide for decision-making 

- YOGI BERRA
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LONG-TERM FINANCIAL PLANNING PROCESS

By failing to 
prepare, you 
are preparing 

to fail.
- Benjamin Franklin
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IDENTIFYING FINANCIAL GOALS AND OBJECTIVES
The initial phase of any planning process begins with identifying goals and objectives.  While 
often unique to each situation, they often include the following:

• Meeting constituent service needs
• Maintaining a structurally balanced budget
• Implementing a long-term capital improvement plan
• Maintaining an appropriate level of fund balances
• Ensuring long-term financial strength and stability
• Maintaining/obtaining a strong bond rating
• Implementing policies and/or informal procedures to support capital and financial 

planning
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HISTORICAL ANALYSIS
Understanding past financial performance is a key driver to the development of an accurate
pro forma.
• Assembling and analyzing a five-year history of all revenues and expenses by budgeted

fund and major code to identify trends and outliers.
• Similarly, the tax base must be analyzed and sensitized for trends and concentration risk.

• Finally, identifying one-time revenue and
expense items to prepare a normalized
historical financial report.
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BUDGETED FUND AND MAJOR CODE HISTORY
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TAX REVENUE HISTORY
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BOND RATING ANALYSIS
• A County's Bond Rating is a key driver of its cost to access capital.

• Understanding the rating agency methodologies to identify credit strengths and 

weaknesses are valuable tools to help guide long-term financial planning.  

• Long-term financial plan scenarios should be sensitized to determine its impact to 

the bond rating, if any.    

Investment Grade
Ratings Scores
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BOND RATING ANALYSIS
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CAPITAL PLANNING
Long-term capital planning is an essential part of a long-term financial plan.  Developing a multi-year 
capital improvement plan involves identifying, prioritizing and scheduling capital projects and needs.  
Determining the timing of each project and source of funding: 

• Budgetary:  Project/Need that impacts revenues and/or expenses and is considered on an on-going 
basis (i.e. recurring)

• PAYGO:  Project/Need that impacts revenues and/or expenses but is substantially one time in nature 
(i.e. non-recurring)  

• Financing:  Project/Need that requires a material amount of funds and therefore requires financing (i.e. 
funds required are not available or would drain fund balance below Fund Balance Policy Requirement)
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While many factors are taken into consideration, core process is built around the following methods and 
considerations:
• Identifying and prioritizing both short and long-term capital needs
• Developing debt models that address 5-10 years of capital needs

⚬ Structured around revenue constraints and existing debt
⚬ Considerations for wish list items and longer term needs
⚬ Plans should be flexible and allow for funding of emergency capital needs

• Stress test to project feasibility based on fluctuations in cashflows and interest rates
• Future refunding opportunities
• State and federal funding opportunities 
• Capital program should be updated annually

CAPITAL PLANNING
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LONG-TERM FINANCIAL PLAN
A five-year forecast of revenues and expenses for all budgeted funds, that includes: 

• The five-year capital plan and all aspects of the identified goals and objectives
• Detailed projections made across all major codes and funds based upon historical trends and 

known facts and management expectations.    
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POLICIES AND PROCEDURES
The addition of certain policies and procedures are designed to create sound principals to guide the
fiscal court in making important financial decisions. Secondarily, they address common weaknesses
in the operations and controls of reporting fiscal stability to key stakeholders (constituents, local
government oversight agencies, bond holders, etc.). Common policies to be considered regard the
following:
• Capital planning
• Financial planning
• Reserves and liquidity
• Debt management
• Continuing disclosure
• Investment management

A man who does not plan 
long ahead will find
trouble at his door

- Confucius
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MARKET UPDATE
MMD: AAA Yield Curve
• MMD: Municipal Market Data
• The MMD Index is the benchmark 

index for the municipal industry
• MMD is meant to represent AAA State 

GO's offered side
• Bonds are priced and traded off this 

index as a spread
• MMD is set every day at 3:00 PM ET, 

with updates throughout the day 
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HISTORICAL 10-YEAR MMD
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HISTORICAL MD YIELD CURVE
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CORE INVESTMENT PRINCIPALS
While every investment opportunity is specific to each entity and their financial
situation, we believe it is critical to focus and tailor your investment strategy on
the following core objectives:

Preservation of Capital

• This should always be the primary consideration for an investment

Liquidity

• Preserving enough cash or cash equivalent funds to cover immediate needs

Investment Return

• Balancing risk and reward
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PERMISSIBLE INVESTMENTS (KRS 66.480)
Permissible investments for Kentucky municipalities is governed by KRS 66.480 and include but not limited to the following:

US Treasury and Related Obligations
• US Treasury and Government Obligations
• Other obligations backed by the full faith and credit of the United State Government
• Contracts or investment agreements backed or collateralized by US Treasury Obligations, Government Obligations or

securities backed by the full faith and credit of the United State Government

Deposit and Related Bank Accounts
• Certificates of deposit or other interest-bearing accounts issued through a bank or savings and loan institution having a

physical presence in Kentucky which are insured by the Federal Deposit Insurance Corporation or similar entity, or which
are collateralized

• Uncollateralized certificates of deposit issued by any bank or savings and loan institution having a physical presence in
Kentucky rated in one of the three highest categories by a competent rating agency;

Municipal Bonds
• Bonds or certificates of indebtedness of this state and of its agencies and instrumentalities;
• Securities issued by a state or local government, or any instrumentality of agency thereof, in the United States, and rated

in one of the three highest categories by a competent rating agency;

Other (We typically avoid!)
• Commercial paper rated in the highest category by a competent rating agency
• Certain mutual funds, exchange traded funds or induvial equity securities that meet specific requirements outlined in

KRS 66.480.
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SHORT-TERM INVESTMENTS

23



CASH EQUIVALENT INVESTMENTS
Cash equivalent investments or securities are short-term investments that mature within 90
days.

• Checking, deposit or related commercial bank accounts
• Treasury bills
• Money market accounts
• Commercial paper
• Repurchase or related investment agreements

Returns for cash equivalent investments have increased substantially as the Federal
Reserve has increased interest rates in 2022.
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SHORT-TERM TREASURY RATES – 2022 YTD
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CASH EQUIVALENT INVESTMENT RATES (AS OF 07/01/22)
For today’s discussion, we want to focus on investment vehicles that provide immediate
access to funds in order for these to be used for general operations.

These rates were 0.02% on 
October 1, 2021.

The above rate levels should serve as a benchmark for potential negotiations with banks
on investment returns.

26



LONG-TERM INVESTMENTS
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LONG-TERM INVESTMENT RATES (AS OF 07/01/22)
Longer duration US Treasury bonds have seen a substantially increase year to date, coupled
with extreme volatility.
US 10-Year Treasury Bond – Benchmark Yield

• Volatility – the rate increased as much as 0.65% in one week

• Recent Highs – The yield on the bond recently moved as high as 3.48% on June 14, 2022.

The yield curve is relatively flat with certain periods of inversion.

“ 2s and 10s ”

The spread between the 2-year and 10-year 
treasury is only 0.08%.

Source: US Treasury 28



LONGER-TERM TREASURY RATES – 2022 YTD
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INVESTMENT IDEAS
The increase in investment returns will provide ample investment opportunities for
carryover fund balances, bonds funds or grant funds.

• One common strategy for monies with an investment horizon exceeding six
months is to structure a laddered portfolio.

How it Works
• Buys securities that mature prior to your cash needs (project draws,

operations, etc.)
• The securities will be housed in a custodial account
• Keep some money liquid – 10%-20% is a good benchmark
• Re-invest as needed
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LADDERED PORTFOLIO EXAMPLE

Sample investment 

portfolio:

• $10.0MM project 

• 18-month 

construction 

schedule

Source: US Treasury 31



CONTACT INFORMATION

KEITH BROCK
859-361-5611
KEITH.BROCK@COMPASSMUNI.COM

R.J. PALMER
859-621-8812
RJ.PALMER@COMPASSMUNI.COM

MICHAEL GEORGE
859-806-7680
MICHAEL.GEORGE@COMPASSMUNI.COM
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QUESTIONS?
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