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MFSA Objectives

e Accountability - to promote financial self-assessment as part of the change
management process of local administration

e Transparency - to help LG share information with other LGs, and to inform
central government, LG Association and citizens about their situation (open
data)

e 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

e 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

e Access to external funding - to share common methodologies and
international indicators and facilitate negotiations with banking institutions and
external donors
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1. City Profile

8. Finance

MFSA
methodology
and cycle

2. Basic data
base for MFSA

7. Financial 3. Generic
management Financial
Assessment Framework

6. Financial 4. Historical
Projections Analysis

Legend

5. Ratio Analysis

* Summarize through key data the instifutional position of the city
1. City Profile = Complete with preliminary data from Urban Audit methodology
= List the main urban management & development challenges

* Put together basic data to perform self-evaluation

= [y * Involve the different municipal departments
3. Generic Financial * Assess the ability to generate gross saving and operating surplus
Framework * Calculate capital investment effort

* Conduct a detailed analysis of revenues and expenditures composition and trends
4. Historical Analysis » Assgess the level of financial autonomy

= Asszess the level of service provided
5. Ratio e . Rmnewﬂ\e_emmmm & financial performance through main indicators

* Compare with benchmarks

= |dentify budgetary applications of the policy decisions (ex: investment plan, recumrent costs, tax pressure, efc.)
6. Financial Projections = Fix the financing needs for invesiment

* |dentify the expected changes in existing regulation with impact on the city budget
7. Financial Management * Review briefly budget credibility (Based on PEFA methodology)
Assessment = And quality of the reporting: Comp i . fransparency, predictability
8. Finance Improvement

Plan = List the key measures to qdopt to improve financial management and financial performance




Step 1: Provide your City profile

1. CITY OF FINANCIAL PROFILE

City with
intercommunal
upper level

City with sub-
municipalities

X

| Territorial organization One city level

.....Sub-Municipalities or intercommunal financed by thecity [  Ves

el 2008 | 2009 L 2010 [ 2011 ]
N Population ... 0860568  695493F  695493F 695493

Total budget revenue
B : :
%ofC|tyGDP°

Summarize through key data the
institutional/administrative situation of the
city, its demo-eco position and the main
urban development issues

0 10 km




Current Budget

Capital investment budget

Step 3: Financial position

Revenue

and assets)
4. Year N-1 margin (only current)

Expenditure

Assess:

3. Debt service
4. Year N-1 loss (only current)

Operating surplus .

Self-financing

1. Property Sales
2. Subsidies

3. Loans

1. Civil works
2. Land & equipement purchase
3. Loan repayment

Ability to generate
growth savings and
operating surplus

To promote Capital
Investment effort

To strengthen Credit
worthiness



How do the Rating Agencies See your City?

Metropolitan Municipality of Istanbul - Rating action Report

Fitch Ratings has u/ograa’ed the Metropolitan /I//unic/pa/iz;y 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,

v high capital revenue,

v 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




Step 5: Performance measurement through Ratio analysis

Comparative Gr?ph Wf“,;
Criteria Indicator (definition) Objective index City Index “gg:;ﬁ’r’ngrk i?
(benchmark) possible
2008 | 2009 | 2010
STOCK RATIO
Credit worthiness
Operating Savings before The LG has the >03 Gr:ta_ph W;ttr;]
1 interests / Current actual capacity to borrow (or 30' %) rgen |En o} . .;a
revenues and to invest ° enchmark |
possible
Net Operating Surplus (after Graph with
2 debt service including capital C;hscli‘thgabsot::jw >0,2 mention of the
repayment) / Current actual P n)”rlore (or 20 %) benchmark if
revenues possible
Cash (end of the year) / The LG ability to Gr?_ph ann]
3 current liabilities (divided by meet its short-term 90 days rgen '2” 0 K _?
365 days) obligations enchmark |
possible
Indebtedness
Debt outstanding / operating The LG capacity to Gr?_ph Wf“t';]
4 surplus (capacity to clear its clear its debt with < 10 years ngen 'ﬁn o K 'fe
debt) operating surplus enchmark i
possible
The annual debt Graph with
5 Debt service / Total current burden is correct <10 % mention of the
revenues regarding current benchmark if
revenue possible
Fiscal autonomy
Own tax receipts +
6 unconditional grants / Current >80 % i
actual reverues The LG has the ability ’ Craphwih
to l;:ecvl"gszg its benchmark if
Tax pressure (Tax possible
7 receipts/Tax potential) <70%
\ Capital investment effort
Capital investment The LG favors Gr;ta_ph wfnnl
8 expenditures / Current actual development >40 % ngen 'En 0 K .?
revenues expenses enchmark |
possible

Stock ratios

* Credit worthiness

* Indebtedness

* Fiscal autonomy

« Capital investment effort
* Level of services

* efc.

Flow ratio: Margin ratio

Comparison ratios: based on
revenues and expenditures items

Benchmarks: To base on country
specificities (national database ?)



Step 5. Ratio analysis (municipal finance dashboard)

Comparative

" "
Rat I O A n a I y S I S Criteia Indicator (definton) Objective index City Index Graph with mention of the benchmark if possible

2008 | 2000 [ 2010 | 2011 [ 2012

STOCK RATIO
Credit worthiness 2008 2009 2010 2011 2012 050
0.40
Operating Savings before ) 030 %
interests / Current actual The LG has the cgpacﬂy >0,3 0.39 0.30 0.28 0.27 0.23 0.20
to borrow and to invest
revenue 0.10
0.00 + T T T T ]
2008 2009 2010 2011 2012
0.3 0.3 0.3 0.3 0.3
2008 2009 2010 2011 2012
0.40
0.35
Net Operating Surplus 0.30
(after debt service . 0.25
including capital The LG has the capacy) 037 | 028 | 024 020 | 016 0.20
to borrow more 0.15
repayment) / Current actual 010
revenue 0.05
0.00 + T T . . ,
2008 2009 2010 2011 2012
0.2 0.2 0.2 0.2 0.2
2008 2009 2010 2011 2012
1,600
1,400
1,200
Cash (end of the year) / The LG ability to meet 1,000
current liabilities (divided its shortderm 90days | 1,453 604 365 977 198 oo
by 365 days) obligations 400
200
0+ T : : )
2008 2009 2010 2011
90 90 90 90 90
Indebtedness 2008 2009 2010 2011 2012
12.0
10.0
Debt outstanding / The LG capacity to Z'g
operating surplus (capacity | clear its debt with <10 years 0.5 1.0 1.7 2.6 3.0 4'0
to clear its debt) operating surplus 2:0 //
0.0 - . . . ,
2008 2009 2010 2011 2012




Ratio analysis example

Comparative
Indicator (definition) index City Index
{benchmark|

2008 2009 2010 2011 2012

0.40

Net Oparating Surplus (aftsr debt .30
service including capital repayment) / =02 037 028 024 020 016 0.20

Current actual revenue > 0.2 0.10

0.00 4

2008 2000 2010 2011 2012

R This is the nominal result of the government equivalent to its revenue minus expenses, including
debt interest. It is the most comprehensive measure to check the financial health of the public
sector, since the number represents the total borrowing of the public sector. When submitting
a nominal deficit, the government will have to finance with the placement of government bonds
or raising funds via credit operation.

The data presented, it appears that, relative to the benchmark adopted during the years 2008
to 2011 the index was positive, indicating that the government was able to finance, but starting
2012 turned negative in relation to benchmark, which shows risk of uncontrolled and even
explosive debt growth.

As solution, it would be important to review the composition of the debt service, what it is
possible (deadline, charges and reset mode); as well, review the expenditures (expenses).



Step 6: Financial projections

* 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.

in current currency

Last 3
actual years
trends
(2008-2010)

Main

assumption | Index Specific 2010 2011 2012 2013 2014

Items .
o calculation

Actual Estimated Projection Projection Projection

A TOTAL CURRENT REVENUE
Own Tax Revenue

- Property tax

- Business tax

- Others (development fee)
State transfers

- Shared tax

- Unconditional grant

- Conditional grant
Other revenue
- Asset rent, interest




Step 8: Municipal Finance Improvement Plan

IMPROVE FINANCIAL SITUATION

- On the revenue side
Grant regulation (index, criteria, etc.)
Tax sharing regulation
Local tax regulation & collection

- On the expenditure side
Budgeting process
Costs effectiveness

IMPROVE FINANCIAL MANAGEMENT

- Improve accountability and transparency
Policy-based budgeting
Control of budget execution
Participatory budgeting

N improve capital investment financing

Town planning
Physical development
Financial capacity

Municipal
Finance

improvement '

Plan

Action under
the direct
control of the
Municipality

Action that
need Central
Gov

intervention

Activity

Qutcome

Timeline

>

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.
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Urban Audit

Objectives
* To identify key investment needs in a rational and

consultative way
* To select priority investments depending on available

resources (MFSA)

UA Preparation

e The UAis typically conducted in parallel and in concertation with a MFSA
and enables the Municipality to match its investments needs with its capacity
to finance and maintain its existing and projected infrastructure and services.
e The UAis produced by the municipal services, (possibly with the support
of a consultant). It is prepared for a period of 5 years and is annually updated.
e The UAis based on the available data, that municipal services can collect
and preserve. (lts implementation can not wait for the completion of a
database or GIS.)




Integration of MFSA and UA

General framework

1
2
Urban
Audit E MFSA
Priority Investments @ I Financing capacity to invest

between
projects

Decision

4
Budget
Preparation

\

5
Budget
Implementation

/
(L, vevniy pAannenuor N —



Urban Audit Framework

I. Overview of the situation

1

L 2
JheCtini, | uibensetin :
g and organization Population
of the City trends and 4

projections Urban Economy

Il. Diagnosis of urban services and projects identification

5
Diagnosis of 6
Urban services Deficiencies and 7
Needs Proposed 8
Projects Selection Criteria

and Validation

v AN
‘.‘5:0!’ WORLD BANK GROU



Urban Audit - Regional context

Regional Economy,
Hinterland of the City’s
RegionalDemography




Urban Audit - Urban setting and Organization of the

* Master Plan and other planning documents
e Site constraints T E Rl

s Region
—— Municipality
+eaus District

at
-
-
L

! i .
"l"l"”ll""l:."“‘
-

;:"w WORLD BANKGROU




Urban Audit - Urban setting and Organization of the

City

Stakeholders involved in urban & municipal management

State Government
Region / County

Control
Subsidy
Nat./Req. Developt. Strategies

Municipality

Donors
Banks

Investment financing

" State Owned Enterprises

- Public Utilities Companies

Annexed /Subsidiary Budgets
Tariffs
Land Sale

Citizens / Users
(associations)

Private sector
(investors)




Urban Audit - Urban setting and Organization of the

Who is responsible and accountable for what ?

OWNERS
Sectors ltems Municipality State Gvt PUC/ SOE Private
HNew Work Maintenance MNew Wark Mainfenance New Work Maintenance MNew Work Maintenance
Roads Highways [=] 0
Secondary Roads e X
1 Infrastructure Drainage ® X
Solid Waste X X 0 8]
Street Lighting ¥ X
Electricity X X
Water Supply X X
Waste Wat
2| Public Utilities aste e X X
Urban Transport X X X X
Public Heating X %
Others
Education X X =] 0
Health X X 0 0
3 Amenities Social X X (s} o
Culture ¥ x o] 0
Green Spaces X X o 0
Housing X X [=] 8] v v
4| Land Development | Industrial X ¥ o o v v
Urban Rensawal e X o o v v
Infra or Pubsie Liibes - Municipasl Lesel ) Regional Lesal O Bl

B e




Urban Audit - Urban setting and Organization of the

Land Use Map

Table 1 - Land occupancy

Neighborfood
/ 2 E] Tatal
- Houwsing
Surface area - serviced housing hectares
Surface aren - underserviced housing hectares
Surface area - irregular housing hectares
Towad seewfirce area = housing hectares
“| - Other occupancy
Major facilities hectares
Activities hectares
Cirgen space hectares
: Roads — open arcas hectares
o Total surface area — other accupancy hectares

WORLD BANKGROU



Urban Audit - Population trends and projections

Population and densities

e o ———

1067

1673

Table 2 - Population
Year Census 1 Census 2 N N+5 N+10 N=+I5

A _Lopulation

Table 3 — Population by neighborhood

Neighborhood
! 2 3 Total

Population in serviced housing
Population in underserviced housing
Population in irregular housing
Total population

T

WORLD BANKGROU




Urban Audit - Urban Economy

A Activities and jobs
What are the « drivers of the local economy?

‘ L)
S 4 V4
i - ',
-Q,‘/
® * *
@ :

| ]
Table 4 — Economic activities and jobs
Emnum ic units /
services

g Sector of activity Type of activity Mumber of jobs Location

Industry

| Crafis

Commerce

Public enterprise
[Government]
Other

Informal activities
Other




Urban Audit - Urban Services (Infrastructure)

Electricity

Water Supply




Urban Audit

Table 7 - Municipal Assets

Lare

ltems Service Location Dimensions L Condition  Value
purchased / built
Developed land
Undeveloped land
Infrastructure _ k
Roads L
Dirainage
Solid Waste 5
Amenities -
Health 2
Education
Social
Culture Sports
Rolling stock
Total @
=
&, o =
i |
& =

B e




Urban Audit - Urban Services (ISPl tables)

INDICATEURS
Darre ite a2 bosh itat e neemb Quartiers
2 | L
100%] wos] veen] ses] ok wos] el 100w o] o7 w| el 90 0%
A
i z Y - - -
,_ T From indicators to scoring
Vaiste Urks b Quartiens
Voue eviter U alat ol /il il¢ 1.9 5% U1 AL 019 43 25 .3 ] ¢ v 118
* 4 LY I~ o L) P % % 3 ~ %
e B2 1% % A R0% 7% B
e v a 1 4 Ld \ ’ ‘
51 1" . < e C i b .
b o e » £ "W e A h * At .-
SCORES QUANTIT) e PR
Eau { Efectricite Uein Ent emb ; L Guwt Coeff . . - ad : i3 .
s LE KRR L e Densité & habitat
“ ey ¢ 1 Habiat & Sgquipemant progl % supedice 1 5 2 2 2 2 2 2 2 2 2 3 2 2 2 2
4 2 Habiat précare 15 (3 & (3 3 0 3 & 13 & 3 3 3 3 3 ¢
20 Laes d gringan O 3 S 3 E 3
= Vairle
A seainluen sct 4t [ Coudrosnen et Ui Frsenb i Quart | Vioirie ravitue o/ had 8 & > 2 " 2 2 8 s
4 Woine revitue bon état % 3 |35 18] 45 15 WS 3
UL b Y IS BISme] W7 [ amy o 5 Vioire éclarde P 4
R T -] Voine acressée E RYS
7 Station bus / Taw mi s 000 haty K
) [ ] 1.2 use 19| (2] U8 3.2 [
) tas | 4
- SIN L Eau / électricité
8 Bomes fortanes 2 8 @ 8 8
=1 & Canalsations eau potable i 4 z 1 i 4 L 3 4 1 4
b e anb > | Ny 10 Pop branchee eau 25
I 1" Pop. branchée &ectricitd 16
3 T[T A
Assafnisst / environnement
2 Canwveaux EP ot 2 o 2 6 8 2 3 2 L]
13 Latnnes publiiques U 71000 ket ]
r Canalksalicns saux usees 3] =3 ] = el A T
15 Surface Habeat mal dranéd 1 4 4 4 - - & 4 4 4 - - & & 4 4
16 Pts de collecte oroures 2 2 8 ] 2 2 2 2 2 L] 6 2 2 L]
17 Decharges sauvages 15 4
18 Espaces vens e i “ 1 1 1 4 3
Equipements
18 Classes prés scolgire Ustoookasl 1 |
20 Classes Ec. prmains U700 fas]| 18 i3
21 Centre santaire L 4
2 Postes de sante 3 R
n eg ra e ys e m S 23 Les dhopral-maternig 1
2¢ Phamacie / vente médic 1 4 1 3 “ 4
25 Antenne administrative (X 2 2 2 2 o8 | o5 2 2
Processes an i
27 Poste secumeé i et (24 Al el T3
28 Terrains de ’aP:ﬂ' Ta 1 e FoR I s
Infrastructure : ‘ ;
Scores totaux : 66.0 | 420 | 425 | 320 | 175 | 440 | 30,0 | 30,0 | 460 | 465 | 406 | 27.0| 18,0 | 32,5 | 685

AV AREW
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Urban Audit - Urban Services (ISPl as database)

Urban services anc access

Table 6 - Infrastructure and Services Programming Inventory (IPIE)

Neighborhood
1. Inventory ) 2 3 Total

Population
Land occupancy
Access to infrastructure

Roads

Water and electricity

Environmental sanitation @
Access to superstructure facilities _

Education e el LLhS

Health care
Commercial facilities

. B POt Sorene
: P LT

Sports and youih activities : A :f

Culiure and recreation N T 1

[Government] L = ]

2. Indicators ., =2 i

Density and housing 3 . L 2
Roads 2 e e R S 10

Environmental sanitation
Facilities

3. Scores
Density and housing
Roads
Environmental sanitation
Facilities
Final score

ISPI results Map

WORLD BANK GRou\




Urban Audit - Deficiencies and Needs

[ Y R |
nﬁnﬁ:ﬁﬁﬂ:ﬂﬂ "\Hrl
[ D - S |
nﬁ#hiﬁﬁf-iﬂﬁ ﬂ.“_l,.l

Deficiencies and
needs by
infrastructure

Diagnosis by —
infrastructure

List of proposed
projects

Mmoo i mm =yl
| P R S | .
NMafciamecine see]

| Y LSS |

Deficiencies and
~ needs by services

Diagnosis by =———>
services '

\.;f'\ \\\\

/T') WORLD BANK GROU



Urban Audit - Proposed projects presentation

Mayor’s Projects
Political Agenda

Proposed Projects

In Planning
Documents

Proposed Projects

from Municipal
Diagnosis

Proposed Projects
from Citizens
demands

Proposed Projects
from Private sector

Key Financing Sources

Classification

Municipality Credit
Worthiness

Direct Municipal
Invest.

Cost Recovery and
Tari ;

Public Utilities
Companies
Invest.

Land Sales
Leases)

Land Development
Invest.

Intergovernmental
Finance
PPP

One-Off Invest.
Projects

ftems
Urban roads
Street Lighting
Solid Waste
Drainage
Schools, Health, Culture

Water Supply
Wastewater
Urban Transport
Heating

Housing
Industnal and Logistics
Urban Renewal

Urban expressway
Tramway
Subway



Urban Audit - Criteria selection and validation

Mayor’s Projects
Political Agenda

Proposed Projects

In Planning
Documents

Proposed Projects

from Municipal
Diagnosis

Proposed Projects
from Citizens
demands

Proposed Projects
from Private sector

WORLD BANKGROU
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What criteria for investments prioritization

Possible selection criteria

Is the project falling under the responsibility of the
Municipality?

Are financial resources sufficient to fund the
project?

Is the project "executable”“/implementable?

Are other similar projects underway or in
preparation ?are they competing projects?

Other possible criteria

Prioritize projects that prevent degradation or loss
of urban heritage.(upgrade before new
construction)

Select projects in existing neighborhoods as
opposed to projects in future sparsely populated
areas.

Prioritize projects which have funding opportunities
(grant or private sector involvement)



[ DEPARTEMENT\

/ DE \
BOUNDIALL )
7

Source * Allas des villes - BNETD

cocoov

- Equipement
Bl Activite
[ ] Habitat
I Hebitat equips
Habitat sous 6quipé.

Lotissement en cours doccupation

Espace vert
Zone inondable
sauevie - Nom des quartiers
oR Nom des équipements

Regional Context

Frontiére

Limite de Département
Limite de Sous-Préfecture
Limite de Commune

———  Voie bitumée
Voie en terre
Q ‘Commune de Korhogo
[ 2 Aokm
]
X i NATOKOBAARA -

KASSIIME

[ Jin

Voirie bitumée

w— Revétue bon état

. R@VEtuE Mauvais état
Zone inondable

eeuevis Nom des quartiers

noure

ResoeNTEL

Voirie en terre

Terre bon état

Terre mauvais état

Zone inondable

seuevee Nom des quartiers

ResoenmEa

Surfaced roads diagnosis
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=ul u
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