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FOCUS AREAS FOR TODAY’S PRESENTATION

EINANCIAL KEY COMPONENTS OF A

MANAGEMENT IN LOCAL LO;‘;JET,:";Q’;’E“ LONG-TERM FINANCIAL
GOVERNMENT PLAN
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PITFALLS IN FINANCIAL PRESENTING THE
FORECASTING LONG-TERM PLAN HELPFUL RESOURCES EideBailly.



WHY LONG-TERM FINANCIAL PLANNING?

* A policy-based framework of comprehensive:
* Long-term projections of what has been, but more importantly what will likely be

* Long-term solutions to identified areas of concerns

* Critical to:
* Thoughtfully and proactively plan for the future
* |dentify and highlight future problems or opportunities
* Think about the future before it is the present
* Impose financial discipline on budgetary decision making

* Avoid surprises

EideBailly



Impact Evaluation of Multi-Year Fiscal Planning and Projections

Improve fiscal discipline & long-term fiscal sustainability
Improve expenditure prioritization (match strategic priorities)
Improve departments' involvement in budget development
Improve efficiency (reduce cost per unit of services)

Improve citizens' understanding of budget and policies

Impact of Long-

Term Financial 0%  20%  40%  60%  80%  100%
Planning on Local ¥ No Impact B Minor Impact % Some Impact W Significant Impact
Governments

e ~90% highlight increased fiscal discipline

* ~85% highlight improved expenditure prioritization
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FIVE REASONS TO EMBRACE LONG-TERM FINANCIAL PLANNING

Transparency: Stating assumptions improves credibility and communicates true fiscal condition

Fiscal Discipline: Realistic forecasting precludes wishful thinking about capacity for revenue

growth

Early Warning: Reveals adverse trends and gives staff and elected officials time to craft

appropriate solutions and avoids crisis mode

Promotes Sustainability: Identifies long-term impacts of policy decisions and encourages

sustainable solutions rather than short-term fixes through the annual budget process

Living Document: Continuously updated with new information: “The numbers never sleep.”

EideBailly
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FINANCIAL MANAGEMENT IN

LOCAL GOVERNMENT



PUBLIC SECTOR
FINANCIAL MANAGEMENT
DEFINED

A system of policies, procedures, systems, and
reports that facilitates a better understanding of

and helps to ensure the long-term fiscal health of
an agency.

. Fini’ge resources are available to deliver a
myriad of services

« Poor financial management leads to:

» Wasted resources

» Poor budgetary decisions

» Unanticipated surpluses and deficits

» Lack of understanding of future challenges




INFLUENCES IN THE FINANCIAL MANAGEMENT PROCESS

* Financial management in government is

impacted by multiple competing forces Political Economic
Social Forces | Legal Forces
Forces Forces

* Pressures to deliver to constituents

. . Economic . Balanced
Citizen input Population
. cycles budget
* Requirements to have a balanced
Citizen Economic Age Referendums
u
budge’r involvement subsidies 2
. 5 Campaign Labor Income Voter
[ J
Economic development efforts oromises competition o]
. . Campaign Competition Unfunded
* Media and public pressures PR R Education
contributors  with neighbors mandates
Borrowed in part from A Budgeting Guide for Local Government
EideBailly



WHY IS FINANCIAL MANAGEMENT AND ANALYSIS IMPORTANT?

* It’s not all about accounting!

* Many finance officers start their careers as junior accountants or as auditors with a strong

understanding of accounting and financial statements

* Depending on the size of your agency and staffing, there may be little opportunity for exposure
to other areas of financial management until you are promoted into a position with these

responsibilities

* As one rises in seniority, a thorough understanding of financial management and analysis

becomes more and more critical

EideBailly
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WHY IS FINANCIAL MANAGEMENT AND ANALYSIS IMPORTANT?

* Analyze affordability of existing and desired service levels,

policies, and programs

* Provide warning of potential imbalances in the financial future

* Explore what the fiscal future might look like

* Create a basis for discussion of what actions can be taken to

influence the future

EideBailly
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BUDGET AND FINANCIAL REPORTING LIFECYCLE

Long-Term Vision Financial Perspective

Agency / Long-Term
Public Goals Financial
& Priorities Planning

rear-End Budget
Rggggicr:gl/ Development
Financial History Audit SRl Operational Execution

Budget
Reporting

elgle
\Ylelglife]qlgle

EideBailly
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THE GFOA DISTINGUISHED BUDGET PRESENTATION
AWARD PROGRAM PROVIDES A GREAT ROADMAP

Strategic planning
and performance
measurement
information

Fund-level and
department-level
budget
information

Outstanding debt
Information

Organizational
structure and
policy information

Long-term
financial planning
information

Staffing
information

Overview and
summary budget
information

Capital
improvement
program
information

Statistical and
narrative data

p>>

* GFOA recognizes the importance
of long-term financial planning
as part of a comprehensive and
technically sound budget process

* Integration of strategic planning,
which informs long-term financial
planning

* Discussion of how long-term
financial planning impacts the
buc



CONNECTION TO OTHER PLANNING ACTIVITIES
<
Strategic Plan Community Input
V A A\

Long-Term ( _
Financial Plan > Budget and CIP | 2l Results Evaluation

V A

Operational Needs [l MaﬂligF)iTent 9

EideBailly
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LONG-TERM FINANCIAL

PLANNING BASICS
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A

Long-term financial planning uses financial
forecasting and analysis to identify future
financial positions, conditions, challenges
and opportunities, and identifies strategies
to secure future financial sustainability.

EideBailly
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EideBailly
Effective “Forecasting is very
Financial difficult, especially if it
Forecasting is about the future.”

— Niels Bohr




SO, WHAT DOES THAT MEAN?

* A roadmap to and of your future

* Represents five, ten, or more individual annual budgets
* Builds off prior year(s) information

* Projects/predicts the future

* Helps to guide current and subsequent year decision making and the possible timing of these

decisions
* Labor agreements
* Program additions/changes

* Capital expenditures

EideBailly
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A CONSENSUS-DRIVEN PROCESS

* Involves elected officials, staff, and the public

* Three core requirements of the plan:
* Reflects council / community priorities
* Provides strategies to achieve and maintain financial balance

* |dentifies, from a financial perspective, how the government will provide a consistent level of public services

The plan must demonstrate the sustainability of your organization’s decisions and long-term goals.

EideBailly
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FIVE PILLARS OF SUCCESSFUL LONG-TERM FINANCIAL PLANNING

20

.)))

Effective framework of financial polices

Long-term service delivery vision

Technically sound analysis and forecasting

Collaborative and participative process

Connection to other plans

EideBailly.



THE LONG-TERM FINANCIAL PLANNING PROCESS

Staff Task

Identify & Confirm Council & Staff Task
Critical Issues

Council & Staff Task

with Critical Point of

Analyze Financial Trends, Debt, &
Develop Forecasts

Public Input

Analyze Critical Issues

Identify Imbalances

Financial Strategy Workshop

Implement through
Budget

Deliberate &
Prepare LTFP Approve Critical
Assumptions

Implement & Monitor

EideBailly
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ESSENTIAL CHARACTERISTICS OF A LONG-TERM FINANCIAL PLAN

What is the time horizon?

5 =10 years or more

What funds are considered?

What funds are appropriate for inclusion, either directly or as inputs to other funds’ projections

How often is a plan done?

Update on a regular basis

What is in it2

Contains a scan of the economic environment and long-term forecasts, debt analysis, scenario analysis, risk

assessment, and financial strategies backed by supporting data and information

EideBailly
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BEST PRACTICES

Long-Term Financial Planning

GFOA recommends that all governments prepare and maintain a long-term financial plan that
projects revenues, expenses, financial position, and external factors for all key funds and

government operations at least five years into the future.

Key policy statement, followed by explanatory detail covering required policy elements and
B EST related considerations for administration and reporting, which in this case includes:

» Projecting revenues
P RACTI C E Projecting expenditures / expenses
 Identifying key internal factors impacting projections
ST R U CT U R E |dentifying key external trends and risk factors impacting projections

* Review at least annually and update as needed

Ny EideBailly



GFOA’S KEY BENEFITS OF LONG-TERM FINANCIAL PLANNING

* Creating a long-term outlook into other planning processes like budgeting, capital planning, and

revenue forecasting
* Helping to diagnose potential risks and causes of fiscal distress
e Stimulating “big-picture thinking”
* Providing a tool for evaluating long-term compliance with financial policies
* Allowing for pre-emptive action to mitigate forecasted financial distress
* Defining parameters for decision-making

* Communicating long-term financial position to residents and other stakeholders, including rating

agencies and bond investors

EideBailly
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LEARN MORE

https:/ /www.gfoa.org/best-practices

9
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LONG-TERM FINANCIAL PLANNING

* Beyond knowing how the current year is likely to end, finance officers need to be thinking about

next year, five years out, and perhaps even 10, 20, 30, or more years in the future

* Some of us are afraid to begin (or publicize) long-term financial planning because of the

inherent uncertainty that goes along with forecasting

* This fear can be mitigated with

Clearly stated methods and assumptions
Every forecast

N IS...wrong!
* Regular monitoring 9

* Periodic updating and reporting

Evaluation of multiple alternative scenarios

EideBailly
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. The Great Recession
The COVID-19 Pandemic

BEING WRONG IS

OK...SITUATIONS . Forecasts are designed to think about what is most
CHANGE likely to happen, not necessarily what will happen
. In agencies where volatility is more likely to be a
concern, scenario analysis is more important

a $270 $265

S $260 $251

:=: $25O 2 $260

g 250 6235 M%

2528 $230 $230 3236
$210 $217 $219

$200 204
$190 s $200
2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23
Actual Actual Actual Actual Actual Projected Projected
—Pre-COVID Projection Initial Post-COVID Projection —Actual and Current Projection
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FINANCIAL DATA AND PROJECTIONS

* Itemize existing major revenues
*  Must carefully determine what constitutes a major revenue
* Aggregate existing minor revenues
* ltemize existing major expenditures
*  Must carefully determine what constitutes a major expenditure
* Typically, by type of expenditure or with certain sub-types (e.g., labor contracts or large service contracts)
* Aggregate existing minor expenditures
* Include assumptions about the future
* Itemize projected new revenues

* ltemize projected new services/programs

EideBailly
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EXAMPLE OF CATEGORIZATION - REVENUES

Significant Items Remaining Iltems

* Property and sales tax » Charges for services

* Four union contracts * Fees and fines

* Health insurance rates for three « Contract services — other
plans » Operations and maintenance

* Pension costs « Transfers to internal service

« Sheriff's contract funds

 Park maintenance contract
 Three bond issues
 Transfer to golf course fund

EideBailly
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DEVELOP BASIS FOR PROJECTIONS

* Start with baseline existing budget
* Project based on known information first
* Existing labor contracts
* Existing major service contracts
* External expert forecasts for key revenues
* Use appropriate trend information for remaining years
* Historical trends
* Expected development

* Use external and internal experts to inform projections

* Identify what’s missing (e.g., vehicle replacements, adequate facility maintenance funds, etc.)

EideBailly
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ROLLING DATA FORWARD

* Once you've built your first year’s forecast, roll it forward based on each significant or other

category of revenues’ or expenditures’ expected growth factors

* Examples

* Negotiated cost of living rates

Health insurance trend data

Historical increases in Sheriff’s contract costs

Amortization schedule for debt

* When the data that is more certain runs out, use your forecasting skills to make a logical

projection based on the known facts

EideBailly
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FOUNDATION FOR PROJECTIONS

* Clearly articulate the assumptions, risks, and limitations
* How is revenue growth determined?
* How is expenditure growth determined?
*  What are the significant expected deviations from historical trends?

* |t must be clear to senior management and elected officials what is being addressed in the current baseline

budget and what remains unaddressed absent further action
* Scenarios based on risk assessment

* Solutions are critical
* A forecast projects what will happen in the future

* A long-term financial plan provides solutions to what may happen in the future, giving adequate time to prepare
rather than react

EideBailly
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FOUNDATION FOR PROJECTIONS

* Are the key assumptions valid and are independent third-party and internal experts involved?
* Are revenue growth trends well understood?
* Are there future one-time or new costs on the horizon?

*  What do departments know that you don’t know?

* What is currently being ignored that should be addressed?

Unfunded liabilities (pension, OPEB, etc.)
* Unfunded needs (facilities, vehicles, equipment etc. replacement)
* Are roads and facilities adequately maintained?

* Are resources sufficient to address current and future anticipated service levels at the desired level to avoid

service level insolvency?

EideBailly
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SCENARIO ANALYSIS

* Baseline scenario
*  What constitutes the baseline?

* Professional judgment and expert insights

e What-if scenarios

Assess the key risks for your agency, which will likely be unique versus your neighbors and peers
* Higher or lower major revenues due to the economy, changing habits, or other factors

* Higher or lower major expenditures such as addition of new programs or service levels

* Loss or gain of key drivers of economic activity such as an auto dealer or lumber yard

* Future development or annexations

EideBailly
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A WORD ABOUT DETAIL

36

Too much detdail in the presentation of data can have the

opposite impact of what was intended

Example: A line graph showing trends may be more

impactful than a table showing the detail of those trends

Example: Discussing every revenue variance may cause
those reviewing the report to miss the few variances that

really matter

Having one key point
heard is better than
making 10 points that

aren’t comprehended
adequately.

EideBailly



DEVELOP SOLUTIONS

* Determine what problems your projections have identified
* Duration — one-time or recurring
* Scope — minor or major
* Trajectory — growing or shrinking

* |dentify possible solutions to problems

¢ Revenue enhancements

Expenditure reductions

Changes to future service level and program goals

Adjustments to assumptions (if appropriate and justifiable)

EideBailly
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NARRATIVE (IF A WRITTEN REPORT IS PREPARED)

* Executive Summary — Brief overview & summary
* Economic and demographic overview / trends

* Summary of key financial data

* Focus on expenditure & revenue projections

* Look at one-time vs on-going figures

* Offer “what if” scenarios

* Provide a detailed discussion of your projections

* Conclusion & summary

EideBailly
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PITFALLS IN FINANCIAL FORECASTING

Issue: Putting the forecast on the shelf for a year or more.

Concern: Information impacting the forecast is overlooked
and the forecast becomes out of date and irrelevant.

Mitigate this issue by:

* Throughout the year, the forecast must always be on your mind
* Maintain a list of changes impacting the forecast and update it regularly
* Assess whether addition to the list merit an immediate update to the forecast

* Example: Will a mid-year decision in March take money away from critical issues that
must be addressed in the upcoming fiscal year?

EideBailly
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PITFALLS IN FINANCIAL FORECASTING

Issue: Salary and benefit projections are inaccurate or hurried.

Concern: Inaccurate baseline assumptions can incrementally
increase the inaccuracy of the forecast over time.

Mitigate this issue by:

* Maintaining an effective position control system
* Make adjustment for and accurately include vacancies and related savings
* Track unfunded and frozen positions and know when they will need to be filled

* Account for the impact of retirements, such as accumulated leave payouts or lower
benefit tiers applicable to replacement personnel

Be aware of negotiated salary and benefit increases, step increases, cost allocations for
new positions, overtime impacts, and other related variables

EideBailly
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PITFALLS IN FINANCIAL FORECASTING

Issue: Looking at historical trends to predict the future is
insufficient.

Concern: Changes within the trend data may significantly
impact the anticipate trajectory for the future.

Mitigate this issue by:

* ldentifying significant one-time occurrences in the past
* Thinking through significant one-time occurrences anticipated for the future

* Break apart categories of revenues and expenditures to minimize data aggregation
masking these issues

* Example: Adding a new program three years ago causes a long-term trend of 3%
growth to become 5%

EideBailly
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Fire Department - Operations Division
Salaries S 75355931 § 77,672,964 S 79945031 S 84,122,173 S 85,952,421 S 87,611,302 § 43,201,133
Paramedic Pay S 3,843,152 S 3,891,415 S 4,004,446 S 4204426 S 4,283,009 S 4374432 S 2,161,352
Overtime I S 7,918,231 $§ 8178532 S 8498534 S5 8915962 S 9,111,091 S 8200000 § 4661323
Pension Benefits S 21,928,576 & 23,229,897 S 24,303,289 §$ 25819367 S 27,332,869 S 28,123,227 § 13,867,563
Health Insurance S 9,524,989 §$ 10,763,238 S 11,807,272 S 12,810,890 5 13,182,406 S 14,672,017 § 6,779,939
Firefighter Equipment 5 314,098 S 312,011 | S 156,947 S - S 159,301 5 315,000| S 313,967
Fire Vehicles S 2,934,112 |$ 2,514,975 S - 5 - s 529,014 S 1,525,000 S -
Total $121,819,089 §$ 126,563,032 S 128715519 § 135872,818 S 140,550,111 $ 144,820,978 § 70985277
Growth
Salaries 3.07% 2.93% 5.23% 2.18% 1.93% 0.52%
Paramedic Pay 1.26% 2.90% 4.99% 1.87% 2.13% 0.93%
E I ° Overtime 3.29% 3.91% 4.91% 2.19% -10.00% 2.32%
xa m p e ° Pension Benefits 5.93% 4.62% 6.24% 5.86% 2.89% 1.47%
Health Insurance 13.00% 9.70% 8.50% 2.90% 11.30% 2.86%
Firefighter Equipment -0.66% -49.70% -100.00% 97.74% 294.18%
Fire Vehicles -14.28% -100.00% 188.27% -100.00%
Total 3.89% 1.70% 5.56% 3.44% 3.04% 1.01%

Fire Depa rtiment * Concerns:
Expenditu res * Overtime budget less than historical actual expenditures

* Irregular equipment replacements

* Irregular vehicle replacements

*  What is the necessary level of spending going forward?

EideBailly




Example:

Planning
Department
Expenditures

FY 2014/15 FY 2015/16 FY 2016/17 FY 2017/18 FY 2018/19 FY 2019/20 FY 2019/20

Actual Actual Actual Actual Actual Budget Q2 YTD Act.
Community Development Dept. - Planning Division
Salaries S 3425614 S 3,189,246 S 3042541 S 2772972 S 2917998 S 3010790 S 1,497,502
Overtime S 16514 S 17,901 |S 15307 S 23985 S 42,935 S 25,000 S 23,901 |
Consultants S 315,214 S 302914 |S 298,177 S 415912 S 715,988 S 450,000 S 391,914
Software S 23,000 S 23,000 |S 1575000 | S 23000 S 23,000 S 23,000 S 23,000
Total S 3780342 S 3533061 $ 4931025 S 3,235869 S 3,699921 $ 3508790 S 1936317
Growth
Salaries -6.90% -4.60% -8.86% 5.23% 3.18% 2.64%
Qvertime 8.40% -14.49% 56.69% 79.01% -41.77% 11.34%
Consultants -3.90% -1.56% 39.48% 72.15% -37.15% 9.48%
Software 0.00% 6747.83% -98.54% 0.00% 0.00% 100.00%
Total -6.54% 39.57% -34.38% 14.34% -5.17% 4.67%
* Concerns:

* Opvertime budget less increasing historical actual expenditures
* Consultant costs increasing significantly above budget

* Software replacement funded from baseline budget

What is the necessary level of spending going forward?

EideBailly



THINGS TO CONSIDER FOR CITIES AND COUNTIES

* (Cities and counties, in particular full-service cities, are more vulnerable to recession and revenue

volatility than other government agencies

* Spend some time thinking about how your agency compares to others relative to the revenue mix

— this is critical
* How can you insulate against this issue?
* Scenario analysis is important
* Mix of expenditures
* Public safety versus culture and recreation, etc.

* Fixed versus variable costs can impact responses to reduced revenues

* Debt service, minimum staffing, etc.

EideBailly
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THINGS TO CONSIDER FOR SPECIAL PURPOSE DISTRICTS

* Understanding customer demand and billing, as applicable

* For rate-funded agencies
Regular updates to the rate plan

Rate plan structure and comprehensiveness of inputs
* Scenario analysis is important
* CIP/Grants/Reserves
* Evaluation of debt versus pay-as-you-go financing for capital projects
* Short-term vs long-term financial planning

EideBailly
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TAKEAWAYS

* The work involved in revenue * Expenditure forecasts are complicated
forecasting is typically simple when buy have less risk of unanticipated
compared to expenditure forecasting variances when done well
* But...your revenue forecast is critical and * Engage department-level experts and
can sink your organization if it is those with knowledge of labor contracts
inaccurate to enhance accuracy
* Internal and external experts are * Understand the past, the unique aspects
invaluable — don’t try to do this yourself of each department, and likely future
for the more complex revenues program and service needs
EideBailly.
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EideBailly.

Reporting on
Long-Term
Financial
Plan Updates

If an annual long-term financial plan
update has occurred or an update
was initiated as a result of new
information, highlight key
information:

* What changed?
* What caused the change?
* How will the agency respond?



CAUTIONS WHEN PRESENTING FORECAST DATA

* Terminology is important
* Call versions of your forecast other than the baseline “scenarios” — they are a planning tool
* Don't circulate draft versions of any forecast
* Spreadsheet versions circulating via email or handed out at a meeting often delay or misstate key results

* Annual updates of the baseline forecast should be done at a different time of year than the presentation
of the ACFR and the budget to avoid confusion

* Be careful about having too much detail in your presentation
* The governing body may or may not have an interest in the details
* Data can be presented only in PowerPoint versus a complete long-term financial plan document

* Avoid providing more information than will be digested, which may prevent critical information from being

understood and acted upon

EideBailly
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EXAMPLE — STAFF SPREADSHEET

FY 201647
Estimated Sales & Use Toe

22386000 ses78202 T340 015812
Sales & Use Twes - Hosptal Deveioprment Agreement 200000 20000 500000 500,000
PrapetyToes 243000 5545438 £2,085,821 pr
H“;g{‘u““““"_ Propary Tases -Mazsure G 1299073 183208 i 175,48
= Fis g Dentsl Options) Utiies Users Tax 28851000 20872275 B b 28225
i Flan Induding Dental Options) = Farcrise 530500 5000 823,137 8416040
Saaaars Tansitnt Ocoupangy Tax 4185000 sasans TAzT5 74981 1789,180
T Proparty Transler Tax 2803000 2845018 3483231 1805218 4138808 samens
Dental Insurance o Gesersl Fure Tansfer SOE0 U730 45890380 10804 18 armm 200 48487007 445874
SEIU General 1 Charges for Services - Development & Buikding agour 18380 09k [ TAE4 SN0 200814
Fire g1 Charges for Services «Live Naton B 5193000 5747000 82700 0327000 0327000
Al Ofhers (Exospt Folice Shown Above in Heslth Sector) 140341 Charges for Services -Conventen Cerer 5187888 4500000 4500000 4500000 450000 450000
SubTol P rolios Shoun Abovs in Heslth Sestor) 000 Crarges o Servces -Oar nRE s 1028 10344 54 10558 11808
; Liskases and Perns - Deveiegrmant  Euiding 129288 1584000 2008768 s B 3088862 2% 3885212 7484
Bl 220400 Licknses ana Parnns - Otha (Fmarty Bus et Tax) 7138527 7829500 (e LT T 1) TG 0w e
poice 13880 Charges, Linenses, 304 Faes - Fae SudyFavenue . 1770871 - 38 s mus sem BTG HA% eema T4
Fire Fies and Forits - Prots Enbrament Pragrams 1850000 . .10000% - . - - -
Confdental Fas ana Fortis 23087 2418500 4548 2488870 2818207 21850 287082 280218
SubTotal T 4980378 I ERE Y TP smeze s soneR s102888
0‘&“;?’["“;;5" reston Insurance 4142508 |nmgevernmental Revenues 2388 2411282 45T 1834340 1873838 2013112 208,074 2084441
s’ Compensation Insurat 142345
kbl et O - Frogaty Tax St Fayments - 000 - - - — - - -
o bibuons br Reti ; : Ottt - FOB Dbt Strvio Convbw i From Othtr Funds 1185 N 1539025 513% 21878 [ETR Y T 242455 258588
Trust Contibutons br Retires Medicl - Foi 434400
Trost Gontibatone B Roties et - Fre Ot - Miscalareous s 107470 — 00 B om0 112120 L S T T
te Incuranoe - Fued T = Oter - OneTime & FicrYear - 280000 - 20 2N 1500000 150000 1560000 P I H
ife Insuranoe - Variable Total Revenues I Tansiers In 251158504 256813410 225% 269963768 S12% 283790831 S12% 296724359 436% 30883565 A08% 320,265,580 370%
Disability Insurance ‘Additional Revenue Avaikble EED 13150358 13526 369 125% 322 210,53 148390
City Retirement (Fart Time Employess) 8 a1 I
Unemployment Insurance : 628 T : a7 e o |
Auto Allowan ces
Night Shift Fremium FY 20145 FY 20156 Percentage FY 201617  Percentage FY 201718 Percentage FY 201813 Percentage FY 201320 Percentage FY 202021 Percentage
Ca=h Uniform Allowances Final Projection  Change Estimated  Change Estmated  Change Estmated  Change Estmasted  Change Estinated  Change
bl W e 000t a7
T emparary Faraman Fay ! 18EA0 351 U1
Other Benefits Other Non-Persomnel Expenses 50590653 386% 505905653 000% 50590 653 000% 51,704 466 200% 52738,555 200% 53793,3% 200% W 4 24820514
Accrued Payroll B llocated Costs 4 1827 241 1701 581
Total Personnel Costs i 18334240 28341772 348 s zagm 24804
(48ETEER4) (5057E454) : 433 s ammm nzs
| All Other G (24 Charges) 4009150 41487108 42591 w4777 202 P e e
Non-Personnel Costs Al Gher Charges to O hers (Exciuding Dett Related Charges) (52308380) _ (54343533 (58234 583) % _ (58376.007) 2 (60,684 161) (83218351 (& ) " Prrtyyet
Special Non-Personrel kems Allocated Costs [(ZiT0805) (34132388 [35.382.263) I4B% (36566 540) 383%  (38.188 303 (38.776,359] T16%  (40.352.386) 205 H o5
Lizkility Insura noe Total Non-Personnel Costs. 70864372 75084032 £23% 72814352 -300% 72965 678 0H% 73189 605 031% 7251739 -033% 73078726 076% '% ; ?&:9 2?’
Live Nation 1
Information Systems Outsourding
Animal Contral Contact Managed Savings / Vacancy Factor (6301,000) (8655000 -1025% (4500000)  -2042% [4592,700) 206% [4710273) 256% [4.817 5867) 228% (4.920,284) 213% W a2 109308
GFT Ssttlzment YearEnd and Mid Year Budget Adjustments 1340399 4501279 371% - — - — - — - — - — f' 4813140 283 48878
Convention and Visitors Bureau / Sports Commission B 4 Supnlemental A tions From R si1as 750420 - 5 _5%%_7}%; £207.880
Conventon Genter (perations and Management Fee pproved Supplamental A ppropriations From Reserves 14 - - - - — - - - - - — LI 4
D= wehopment Agresments Total Expenitures | Transfers Out 243511820 262290117 S1% 261703306 206% 276050132 312% 286010 442 361% 295290585 324% 301,380,130 206%
Fhoto Enbrosment Frogram P 20128 204 28T 2% 24mem
oo 3 Known New Budget Challenges X 28378 2634, 02304 23% 05208
Already Commirted [y 118488 2434 118447 2% 12118
Debt Service Community Liva bilty Task Farce - Remaining Funding Requirsment - - — 581 - 259707 1 § i i ¥
2008 C= d . Poiicz Radio Replaczments - Debt Service - - — 87907 775814
2008 Cerificate: of P arfcipation - Allooation to Local Park Fe FSEC Acpess Chan _ _ - . . . 008208 10482811 180%
2012 Leass Revenue Bo Assisint Library r - - 165000 X 2200087 24388419 2820323 360%
Gonwendon Center Loan Finance Principal Analyst (Net of Cast Allocation Plar) - - — 28000 % 2815040 13828077 1432858 3
2004 Pengion Obiiga ton Bonds - Satty HR Principal and Seniar Analysts (et of Gost Allocation Flan] . . _ 1 10817 % 128 S5TH 1228288 180%
2005 Pension Obiigaton Bonds - Miscelanzous CityAtirmeys Offioe Bui _ _ K OTHSES0 (0B SR T eAa T60%
2014 + Pansion Obligaton Noes - Miscallansous nalE - . 507000
2004 Ganer 3l Obigation Sonds (Firs Fadiities) City Managers B _ _ — 455000
WiFi Network Startip Costs Loan Paid Sick Laave for Houry Werkers in PRCS - - - 82! - 82000
Ryan Bonaminio Park Lt Pemits Plus Replacement (O fset by T echnology Fees) — - - — - — - — - —

Chase Capitsl Les: Adjusted Total Expenditures / Transfers Out 1 294%
Finnacle Capil Lease M Additional E xpenditure Requirements. 7723114 8.763.255 9,558 337 9618.133 6141891

Surplus (Deficit) (5476707) (49.483) 504,130 7850115 10,442,676 15730714

Pinnacle Capial Lease - Vehicles/So twaraHardware
Bank of America Lease - Convenbon Center FFEE
US Bank Capital Lease - Vehicles/S otware/Hardware

SubTotal Staring Feserve TBEET0 TE08503 ELEEr) RS [ BEF]
Less; Resarve Requirement 38436735 40501588 41816478 43318 227 44 TERS4T 45,850.230
Reserve Surplus [Deficit) 1548775 (5.893.185) (7.257.156) (3742.777) 2764618 12266000

Surplus (Deficit) w/ Required Reserve Contribution (5.942668) (2243 026) 4,207 338 13,207,294 8016724
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EXAMPLE — LIMITED GOVERNING BODY PRESENTATION

* Budget adoption staff report

Fiscal Year

Fiscal Year

Fiscal Year

Fiscal Year

Fiscal Year

Fiscal Year

2019/20 2019/20 2020/ 21 2021/22 2022123 2023/24
Adooted Proiected Revised Proiected Proiected P roiected
Property Tax 5 20709865 | 5 20,733,753 5 21513470 5 222776810 5 23004363 | 5 23,804 889
Sales Tax 7,656,608 6,767,012 7,189,772 7,394,689 7,586,951 7,799,386
Franchise Taxes 2,008,391 1,996,728 1,985,000 1,585,000 1,585,000 1,985,000
Other Revenues and Transfers In 9,550,814 9,574,826 8,564,790 9,569,853 9,872,514 10,111,137
Total Projected Revenue k] 39,925,679 | $ 39,072,319 5 39,253,032 ] § 41,227,152 | § 42,448,828 | § 43,700,412
Personnel Costs 14,327 222 14,327,222 15,276,025 15,943,396 16,468, 587 16,961,212
Maintenance & O perations 3,039,640 3,039,540 3,161,483 3,212,615 3,356,743 3,352,617
Contract Services 19,552 416 19,552 416 19,144 578 19,736,799 20,311,325 20,911,741
Capital Outlay 442 895 442 8395 350,024 212,771 217,026 221,367
Transfers Out 2,339,351 2,339,351 2,039,730 2,099,770 2,136,740 2,173,927
Debt Servica - - 108,271 179,620 179,620 -
‘“Vacancy Factor (318,544) 318,544 (305,637 ) 318,968) ({329,372) (339,224)
P&R Shutdowwn Factor - - (580,000 - - -
Mid-vearltems - 763,843 - - - -
Anticipated Savings - (36,816 ) -
Total Projected Expenditures s 39,382980 | § 40,110,007 L] 39,194 474
Projected Surplus (Deficit) 542699 § {1,037 688)

* Budget adoption presentation — single slide

| 200/21 2021/22 2022/23 2023/24 2024/25

Revenue $39.3 million  $41.2 million S 42.4 million $ 43.7 million $ 45.2 million
Expenditures $39.2 million  $41.0 million S 42.3 million S 43.3 million S 44.6 million
ProjectedSurplus S O.1million S 0.2 million S 0.1 million S 0.4 million S 0.6 million

EideBailly

52



EXAMPLE — EXPANDED GOVERNING BODY PRESENTATION

!

e Stand-alone annual — ;

Swan e

L L] 3
B tenn

staff report detailing —_——

S Paw L]
B e

macas j

moammy g ]

3

3 IMTIAAN 3 EEATLED 6 B ommomoe 3

aTH

= S B W i

T

major assumptions and

ioITEaREm d

]

forecasts for key

EETE R RS
e Ear) 2
R ITE R T

LR

SAIITAM G GmISLEI 3

revenue and

T L R T E S 1~ |
.

Sameman e v D F gy g

A e e = e a———

expenditure elements

GERERAL FURD EEVIMURL, RNFERDITURSS & MET CFURETING RRST |SURPLLS DRFICTT] 7Y 15~ FY &2
maza
CEEE]
i
E
H iz
z
R
mang I I I
ceanaan imadadddd
LT o "o mas "o wezp oz LT L m s L] " L L] e L
M CRINETID LT i3 pET] (L TE] iy o2 FHE] iz FUE] i Fr T L 2 iy =
— ) CTETY P BELINTY P F ] [ TE i FE i Fad] s azzea
] i @Te G mms iR EEI GER s [T mmD aEna s
TETEL BRI EE T ETmL d=Ta iEE dzra EEN akEd aries dr g HaE Azl pEr

EideBailly

53



DON’T FORGET ABOUT CHARTS AND GRAPHS
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EXAMPLE — DETAILED GOVERNING BODY PRESENTATION

Fiscal Year 2024-2028 Five-Year Financial Outlook

projections, the baseline projections for the General Fund's other departmental revenue sources are
umptians, known and

° 1- H H The City of
Multi-chapter document with multiple SAN DIEGO’

public discussions FISCAL YEAR 2024-2028

FIVE-YEAR FINANCIAL OUTLOOK

Figure 2.1 - Major General Fund Revenues

* Detailed forecasts for each major revenue B === EEE

Fiscal Year 2024-2028 Five-Year Financial Outlook
Todd Gloria Fund FY

Mayor lewyan
udes the

* Detailed expenditure projections St

Chief Operating Officer includes
PropertyTax Revenue Projections: Fiscal Years 2024 2028 erty Tax

cliding Redevsiopment Progerty Tax Trust Fund (RFTTF)

Figure 2.
Prosaions.

0%

Fiscal Year 2024-2028 Five-Year Financial Outlook -
som
. oo, o aom ction for
[ F I I I f I T d f I T General Fund will also be imp: ¢ allocation is participation in o ke ot the
ull dnd y SIS O on g -Term needqs acllities ' OCE R o 0 Fropotion B emplogee i SOCER T et o atentar ol e oo e
be knawn until the participation count is finalized for the members participating in the City's pension . 2028 for
system and the allocation is istribution of Propositian B empl s
the City's multiple funds. The increases in the ADC payment are partially offset by a decrease in SPSP- a0z — p— p— p— p— o
° H contributions for employees that join SDCERS. Projectan
X — Frojdion 70 s7asa s sa7a =0 ses
e q ul p ment, efc. ) Tretra s 2024 DC e e 30,202, acurie =i | e | vier | vma | e | vew | ven
’ valuation report is released in December, and presented t the SDCERS Board of Administration in -
January. =
Table 2.21 - ADC Pension Figure 2.15 - Retis ADC display ADC and Scenario Analysis iEns
the General Funds proportionate share for FY 2023 through FY 2028, based on the June 30, 2021 The factors described above were used in the development of the projection; hawever, should ane or
SDCERS Actuary Valuation Report and estimated amortization of investment losses from Buck several of these factars not perform as projected, Property Tax revenues will vary from the current 57204
Consultants. projection. To account for variances in these factors, "High” and “Low” projections were alsa prepared. d serves

. H H H H Table 221 - ADC Pension Payment Figure 2.5 - Property Tax Revenue Five-Year Forecast: Fiscal Years 2024 - 2028 reflects the current is set by
ISCUSSION OT sCcendrios dnad Ssolutions 1o gdps o g Scenario a5 wll 5 th Hight o Lo scenars In acivo, Table 23 Proparty T Fve Yo
Forecast: Growth Rate Scenarios details the assumead growth rates for each scenario for FY 2024

through FY 2028. sby

F Sans T Tw
i swas  sesr  sam
Figure 25 - Property Tax Revenue Five.¥ear Forecast:
Figure 2.15 - Retirement Fiscal Years 20242028
igure 2.15- Retirement ADC -
ss000
sa500 s
sa00 L 370
5300 £ s
£ 5300 3
£ 5200 $450
s150a -
s1000 2322232223323 323232
0 588 EEEEEEEFEEREGE
= = s — bl Currentscenario Low scenario High Scenario v Trendiing
v o2iadeomd P20 Fraozs P26 Franz Frmzs
mGF Retirement ADC Projection @ Ctywide Atrement ADC Projection
aenal .y 2 - This Section Intentionally Left Blank
Amortization of Proposition B Unfunded Liability
On November 4, 2022, Cheiron, an actuarial hired by SDCERS, p SDCERS
Board funding options and estimated costs far the members specified herein associated with the ‘The City of San Diego | Department of Finance sDy

urwinding of Proposition B, and entering inta the pension systam. There are two cost companants
that will need to be decided on: 1) the unpaid Normal cost for FY 2022 and FY 2023 of $37.9 million,
of ponsil i $23.1 million; and 2) the Unfunded Actuarial
Liability (UAL) of approximately $119.2 million generated by the contribution shortfall after assets
‘were transferred from employees’ SPSP-H accounts to SDCERS, of which the General Fund is
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YOUR FINANCIAL MANAGEMENT WORK PLAN

* Many agencies build a recurring, annual work plan that includes various financial management
activities
* Budget development
* Periodic budget reporting
* Long-term financial planning
* Internal audit

* Other appropriate elements

* Everything that we just discussed can be incorporated into your agency’s work plan
* Develop a routine

* Get executive and legislative buy-in

* Stick to it and repeat every year! . .
5o B EideBailly



CRAFT A PROCESS THAT MAKES
SENSE FOR YOUR AGENCY

Small agency with 6
departments

* Annual plan updates

* Finance committee review of
draft plan

* Presentation to and approval
by governing body

Large agency with 15
departments

Quarterly plan updates
Community and stakeholder
meetings in concert with
strategic planning process
Finance committee review of
plan — in detail

Initial governing body review
with feedback and revisions

Presentation to and approval
by governing body
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HELPFUL RESOURCES

Visit the Government Finance Officers Association library of best practices and other resources

https: / /www.gfoa.org /best-practices--resources

* Take advantage of relevant educational sessions from GFOA and other organizations

* Seek advice from your mentors and your network

* Others have been in the same situation and solved the same problems

* Find agencies with document / report / process formats that you like and ask for their original

Excel and Word documents

* A good place to start is larger cities or counties in your region

* GFOA also has some direct links online to recommended documents from around the country

EideBailly
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CONTACT INFORMATION

Scott Catlett
Director — Government Advisory Services

Eide Bailly, LLP

775-337-3941 . .
Email: scatlett@eidebailly.com EldeBallly



mailto:scatlett@eidebailly.com

DISCLAIMER

This presentation is presented with the understanding that the information contained does not
constitute legal, accounting or other professional advice. It is not intended to be responsive to
any individual situation or concerns, as the contents of this presentation are intended for general
information purposes only. Viewers are urged not to act upon the information contained in this
presentation without first consulting competent legal, accounting or other professional advice
regarding implications of a particular factual situation. Questions and additional information

can be submitted to your Eide Bailly representative, or to the presenter of this session.

EideBailly.
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