6.  Pursue Grants that arc Needed and Affordable

Grants can provide funds for needed programs. They are also difficult to turndown.
However, some grants can exacerbate the City's problems if they coniain
requircments for program maintenance or they change the City's priorties. When
approving a grant, staff should show how the City will pay for the ongoing
personnel and operating costs that will be incurred. Here are some of the issues that
should be included in staff reports and publicty discussed.

The degree to which the lovel of service will be increased.

The amount of matching funds required.

The plan to pay for the program at inception and after the City takes
over the program. '

. The ability to pay for expenscs spilling over 10 other departments due
to the grant prograrn (.. new police officers require clerical, financial
and human resource support). '

. The degree to which the grant will divert money from other programs.

. Whether new or increased fees will be required.

When grant requests or offers come up during the implementation phase of the
Three-Year Strategic Financial Plan, the staff should also explain the positive and
negative impacts on the Plan.

7. Don’t Attempt to Use Debt to Solve the Problem

As described in Section I of this report, the City has kept General Fund debt
relatively low. Debt service as a percentage of expenditures and revenues is within
tolerable levels. However, debt increased substantially in 2003, raising General Fund
debt service approximately $6 million per year. As debt grows, a greater proportion
of the General Fund operating budget must be used to service the debt.

Debt has been suggested as a method to solve the General Fund structural
imbalance. Municipal debt is a good technique for long-term capital projects. It is not
a good technique to bridge an operating gap. A fundamental financial principal is
that debt should not be used for operating eXpenses. If a local government borrows
to pay for operating expenses, it places a financial burden on future taxpayers
without providing them any benefit. Moreover, interest and administrative ¢Xpenses
substantially multiply the burden on these futire taxpayers who will never benefit

from the debt issuance.
8  Continue to Publish and Improve Interim Financial Reports

The City has implemented monthly financial reports to keep the City Council
apprised of the City’s financial performance. Regular momtoring of budgetary
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performance provides an early warning of potential problems and gives the City
Manager and City Council time to consider actions that may be nceded if significant
deviations in budget to actual results become evident. The key o interim financial
TEpOorts are.

» Coverage of all City budget funds

Highlighting the General Fund

Concise, readable information

Providing the significant information to Councilmembers
Focusing readers on the important exceptions--both pro and cor.

+ @® 9

9.  Long-Range Financial Plan

Accurate forecasting is an integral part of the decision making process. Yet local
government budgeting systems are incredibly limited in this regard. Systems track
the flow of revenues and expenditures for the fiscal year but they do not adequately
reveal the information needed to evaluate long-term financial condition. Items they
do not show or inadequately show include:

. The costs that are deferred or postponed until the future

’ The full ongoing impacts of grants

. The future costs of PERS commitments

. The accumulation of benefit liabilides

. The costs of new programs that are not fully funded

. The difference between ongoing and one-time expenses and revenues

. The operating costs associated with capital improvement projects

. The impact of demographic and economic changes on services, revenues and

program Costs

Long-term financial planning can increase the ‘City’s awareness of the above
problems as well as identify the options to deal with them. Long-term financial
planning identifies problems and allows the City to take corrective actions before the

problems become more severe.

It is recommended that the City develop a long-term (five to ten years) financial plan
thar goes beyond a basic projection of revenues and expenditures. It should:

a Analyze financial trends

b, Assess the problems and opportunities facing Long Beach

C. Identify alternative strategies needed to address the issues _ '

d.  Develop long-term forecasts of revenues and expenditures using alternative

economic, planning and policy assumptions
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10.  Performance Based Budgeting

‘The City is looking at implementing a performance based budgeting approach. This
approach will help the City Council, city staff, community, employees and other
stakeholders understand the purpose and expected results from City programs and
services. To be effective, the City should focus on the purpose and outcomes of each
of its programs. It involves the developmént of objectives that tie to City Council
£0als and performance measures that show outcomes in addition to simple workload
indicators. The key to this system is its ability to provide policy information to the
City Council, management and community that allows each to assess the relative
value of programs provided by the City.

Attachments

Total General Fund Revenues Compared to Total Expenditures

General Fund Expenditures 1997-2003 :

General Fund Revenue Increases Compared to Total Revenues 1997-2003
Revenues per Capita 1997-2002

Expenditures per Capita 1997-2002 ,

Per Capita General Fund Expenditures Compared to Revenues 1997-2002
General Fund Revenue Increases 1997-2003

General Fund Expenditure Increases 1997-2003

General Fund Expenditure Increase Compared to Revenue Increases 1998-2003
Debt as a Percentage of Operating Revenues 1996-2003

General Fund Employee Increases 1998-2003

General Fund Employees per Capita 1998-2003
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General Fund Expenditures
Adopted Budgets 1997-2003
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General Fund Revenue Increases Compared to
Total Revenues 1997-2003

(in thousands)
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- Revenues per Capita

1997 2002 (in thousands in dollals)
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1997 1998 | 1999 2000 2001
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Expenditures per Capita
1997- 2002 (m thousands)

Description

1997

‘ 1998

1999

52000""7" 2000 2002

CPl

Expenditures in
Constant Dollars
Population

Capita (const;mt
dollars) .o

"Total Expenditures

ExpendlturesPer
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Per Caplta General Fund Expenditures Compared to
Revenues 1997-2002
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General Fund Revenue Increases
(in thousands of dollars) 1997-2003
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General Fund Expenditure Increases
Coinpared to Revenue Increases
'Adopted Budgets 1998-2003(in thousands)
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