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 Accountability -  to promote financial self-assessment as part of the change 

management process of local administration  

 Transparency - to help LG share information with other LGs, and to inform 

central government, LG Association and citizens about their situation (open 

data) 

 Prioritization - to encourage municipal financial and technical departments 

(asset management, urban planning, strategic planning, mayor’s office) to 

work together on strategic and capital investment planning anchored in 

financial realism 

 Efficiency - to monitor and act on a set of key actions aiming at improving 

mobilization of local resources, rationalization public expenditures and 

improving financial management practices 

 Access to external funding - to share common methodologies and 

international indicators and facilitate negotiations with banking institutions and 

external donors 

        MFSA Objectives 





Summarize through key data the 

institutional/administrative situation of the 

city, its demo-eco position and the main 

urban development issues  

Step 1:  Provide your City profile 



 

 

 
 

 

 

 

  

Assess: 

• Ability to generate 

growth savings and 

operating surplus 

 

• To promote Capital 

Investment effort 

 

• To strengthen Credit 

worthiness 
 



Metropolitan Municipality of Istanbul – Rating action Report  
Fitch Ratings has upgraded the Metropolitan Municipality of 
Istanbul's (Istanbul) Long-term local currency Issuer Default Rating 
(IDR) to 'BBB' from 'BBB-' and its National Long-Term Rating to 
'AAA(tur)' from 'AA+(tur)'. The upgrade reflects Istanbul's  
 continued strong operating performance,  
 high capital revenue,  
 high self-financing capacity, and operating margins above 50% 

in 2015-2017.  
 Strong operating surpluses and  
 asset sale proceeds will cover the bulk of its [Istanbul] TRL25bn 

investment to be implemented in 2015-2017. 
Fitch Ratings Nov 6, 2015 

 



 
 
Stock ratios 

 

• Credit worthiness 

• Indebtedness 

• Fiscal autonomy 

• Capital investment effort 

• Level of services 

• etc.  

 

Flow ratio: Margin ratio 

 

Comparison ratios: based on 

revenues and expenditures items 

 

Benchmarks: To base on country 

specificities (national database ?)  



Criteria Indicator (definition) Objective
Comparative 

index 

2008 2009 2010 2011 2012

STOCK RATIO

Credit worthiness 2008 2009 2010 2011 2012

Operating Savings before 

interests / Current actual 

revenue 

The LG has the capacity 

to borrow and to invest
> 0,3 0.39 0.30 0.28 0.27 0.23

0.3 0.3 0.3 0.3 0.3

2008 2009 2010 2011 2012

Net Operating Surplus 

(after debt service 

including capital 

repayment) / Current actual 

revenue 

The LG has the capacity 

to borrow more
> 0,2 0.37 0.28 0.24 0.20 0.16

0.2 0.2 0.2 0.2 0.2

2008 2009 2010 2011 2012

Cash (end of the year) / 

current liabilities (divided 

by 365 days)

The LG ability to meet 

its short-term 

obligations

90 days 1,453 604 365 977 198

90 90 90 90 90

Indebtedness 2008 2009 2010 2011 2012

Debt outstanding / 

operating surplus (capacity 

to clear its debt)

The LG capacity to 

clear its debt with 

operating surplus

< 10 years 0.5 1.0 1.7 2.6 3.0

10.0 10.0 10.0 10.0 10.0

2008 2009 2010 2011 2012

Debt service / Total current 

revenue

The annual debt burden 

is correct regarding 

current revenue

< 10 % 1% 2% 2% 3% 7%

10% 10% 10% 10% 10%

Fiscal autonomy 2008 2009 2010 2011 2012

Own tax receipts + 

unconditional grants / 

Current actual revenue

The LG has the ability to 

increase its revenue
> 80 % 82% 72% 66% 71% 66%

80% 80% 80% 80% 80%

Tax pressure (Tax 

receipts/Tax potential)
< 70 %

Capital investment effort 2008 2009 2010 2011 2012

Capital investment 

expenditure / Current actual 

revenue

The LG favours 

development expenses
> 40 % 61% 58% 58% 55% 34%

40% 40% 40% 40% 40%

Capital investment 

expenditure delegated by 

State / Total investment 

expenditure

The LG functions are 

still weak
> 50 % n.a. n.a. n.a. n.a. n.a. Graph with mention of the benchmark if possible

Level of service 2008 2009 2010 2011 2012

Maintenance works 

expenditure / Operating 

expenditures

The LG has important 

non-current assets to 

maintain and make it a 

priority

> 30 % 8% 8% 6% 7% 6%

30% 30% 30% 30% 30%

Others

Total number of municipal 

employees / population

The LG has limited 

room for financing 

maintenance & capital 

investment

> 25 

emplyees 

for 1000 

inhabitants

#DIV/0!

2008 2009 2010 2011 2012

Salaries & wages / 

Operating actual expense
> 40 % 21% 22% 21% 21% 18%

40% 40% 40% 40% 40%

2008 2009 2010 2011 2012

Actual revenue / Estimated 

revenue

The LG has a good 

visibility and Budget is 

reliable

> 95 % 98% 101% 93% 85% 85%

95% 95% 95% 95% 95%

2008 2009 2010 2011 2012

Arrears amount / net cash 

(end of the year)

The LG accumulate 

short term debt and 

reduces its credibility 

towards contractors

> 1 0.3 0.6 1.0 0.4 1.8

1.0 1.0 1.0 1.0 1.0

FLOW RATIO

2008 2009 2010 2011 2012

Margin ratio: Total financial 

resources (cash) / total 

financial obligations 

(payment + arrears)

The City is living or not 

within its financial 

means

1.02 1.07 1.01 1.02 1.02 0.98

1.02 1.02 1.02 1.02 1.02

COMPARISON RATIO

2008 2009 2010 2011

EUR 539,987 456,224 481,043 513,748

EUR 491,021 438,249 462,423 497,297

EUR 361,693 305,372 327,016 356,619

EUR 65 90 146 223

EUR 221,682 175,826 189,524 196,582

RSD/EUR 81.4681 93.9376 102.9046 101.8034

RSD 43,991,736 42,856,603 49,501,500 52,301,271

RSD 40,002,511 41,168,107 47,585,421 50,626,552

RSD 29,466,418 28,685,889 33,651,414 36,304,989

RSD 5,304 8,475 15,069 22,653

RSD 18,059,992 16,516,636 19,502,851 20,012,670

Total expenditure / capita

Current actual revenue/capita

Step 5. Ratio analysis (municipal finance dashboard)

Comparison with LG 

with same size in the 

country or abroad (EU): 

list to establish

Graph with mention of the benchmark if possible

Comparison with LG 

with same size in the 

country or abroad (EU): 

list to establish

Graph with mention of the benchmark if possible

Capital investment 

Debt outstanding/capita

Total revenue / capita

Total expenditure / capita

Current actual revenue/capita

Debt outstanding/capita

City Index
Graph with mention of the benchmark if possible

Capital investment 

Total revenue / capita
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• The 5Y financial projections are performed with the 

objective to measure impact of decisions on finance 

capacity and credit worthiness 

• The main condition is to start with reliable and relevant 

historical data and formalize through assumptions the 

impact of policy decisions (expenses, borrowing, tax 

pressure, etc. ) 

• Usually, several assumptions and scenarios are tested : 

past trends projections and projections on the basis of 

significant changes. 



The objective is to 

translate lessons learnt 

from the different steps 

of the MFSA into a few 

actions to be 

implemented by the 

municipality to improve its 

financial situation and its 

financial management.   

 

Actions that are not under 

full control of LGs can be 

mentioned if they are part 

of State reforms currently 

under discussion or if 

they are included in the 

current agenda of 

National Associations of 

Local Governments. 



        MFSA Brochure 



        Urban Audit 



        Integration of MFSA and UA 



        Urban Audit Framework 



        Urban Audit – Regional context 



        Urban Audit – Urban setting and Organization of the 
City 

 



        Urban Audit – Urban setting and Organization of the 
City 



        Urban Audit – Urban setting and Organization of the 
City 

 



        Urban Audit – Urban setting and Organization of the 
City 

 



        Urban Audit – Population trends and projections 

 



        Urban Audit – Urban Economy 

 



        Urban Audit – Urban Services (Infrastructure) 



        Urban Audit 

 

Table 7 - Municipal Assets 



        Urban Audit – Urban Services (ISPI tables) 

Integrated Systems 
Processes and 
Infrastructure 



        Urban Audit – Urban Services (ISPI as database)  



        Urban Audit – Deficiencies and Needs 



        Urban Audit – Proposed projects presentation 



        Urban Audit – Criteria selection and validation 




