CITY OF LONG BEACH BH-1

DEPARTMENT OF FINANCIAL MANAGEMENT

333 West Ocean Boulevard 6" Floor e Long Beach, CA 90802 s (562)570-6425 o Fax(562)570-5836

September 4, 2018

HONORABLE MAYOR AND CITY COUNCIL
City of Long Beach
California

RECOMMENDATION:

Receive and discuss an overview of the Proposed Fiscal Year 2019 budgets for
the following Departments: Harbor and Water; and,

Receive supporting documentation into the record, conclude the public hearing,
and take the actions necessary to adopt the Fiscal Year 2019 budget as listed in
Attachment A. (Citywide)

DISCUSSION /

On July 31, 2018, the City Manager’s Proposed Budget for Fiscal Year 2019 (FY 19) was
delivered by Mayor Garcia to the City Council and community for consideration. Budget
meetings were held on December 19, 2017, February 6, August 7, August 14, August 21,
and September 4, 2018, along with Budget Oversight Committee (BOC) meetings, and
community meetings throughout August and September at which the FY 19 Proposed
Budget was discussed. As a result of these meetings, there were more than 18 scheduled
opportunities for public feedback, deliberation, and input. Additionally, input was solicited
through the Long Beach Budget Priority Survey to obtain feedback on what the City’s
priorities should be. The survey was promoted on the City’s website, along with OpenLB,
which shows the budget visually, through Twitter and Facebook, and at the community
meetings.

At the conclusion of the hearing, the City Council will amend the proposed budget as it
deems appropriate, and adopt the proposed budget as amended. Since the publication
of the FY 19 Proposed Budget, updated estimates of FY 19 revenues and expenses,
which primarily address technical corrections, are listed by fund and department in
Attachments B, C and D to this letter. The reasons for the adjustments are discussed at
the end of this letter.

There are three Ordinances in Attachment A. The first approves Resolution No. WD-1392
(A-3), which establishes the rates and charges for the water and sewer service. The
second is the Appropriations Ordinance (A-17), which officially adopts the FY 19 budget
and authorizes expenditures in conformance with the adopted budget. For these two
Ordinances to become effective on October 1, 2018, the City Council must first declare
an emergency to exist before adopting each Ordinance (A-2 and A-16). The third
Ordinance amends the Departmental Organization of the City (A-13).
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There are also five Resolutions that provide for approval of the budget for the Harbor
Department (A-1), the budget for the Water Department (A-4), the Master Fees and
Charges Schedule (A-5), establish the Gann Appropriations Limit (A-9), and amend the
Salary Resolution (A-14). There are also motions that request approvals for the following:
the FY 19 One-Year Capital Improvement Program (A-6); the FY 19 Budget for the Long
Beach Community Investment Company (A-7); the Harbor Revenue Fund Transfer (A-8);
the revised Financial Policies as recommended by the BOC (A-10); the Mayor’s
Recommendations (A-11); the BOC Recommendations (A-12); and, a motion amending
the Proposed FY 19 Budget (A-15).

This matter was reviewed by Deputy City Attorney Amy R. Webber on August 16, 2018
and by Interim Budget Bureau Manager Grace H. Yoon on August 20, 2018.

TIMING CONSIDERATIONS

In accordance with the City Charter, the FY 19 budget must be adopted by September
15, 2018. Should the City Council fail to adopt the budget by that date, the City Manager’s
FY 19 Proposed Budget will be deemed the budget for the 2019 Fiscal Year. The Mayor
has five calendar days from City Council adoption of the budget to use his veto authority.
The City Council would then have until September 30, 2018, to override veto action by
the Mayor with a two-thirds supermajority vote (six Councilmembers).

FISCAL IMPACT

The City Charter requires that the Appropriations Ordinance shall govern and control the
expenditure and commitment amounts stated therein relating to the City’s departments,
offices, and agencies during each fiscal year. The total Proposed FY 19 budget for all
departments and funds is $3,488,079,611, which comprises of $3,049,742,656 in new
appropriation and $438,336,955 in estimated carry-over from FY 18 for multi-year grants
and projects. Attachments B, C and D provide the financial overview by Fund, by
Department, and Citywide revenue by Fund.

The Appropriations Ordinance, included as Attachment A-17, totals $2,357,522,499 for
all funds except Harbor, Sewer, and Water, and $2,361,672,358 for all departments
except Harbor and Water. The $4,149,859 difference between funds and departments is
due to general City indirect costs budgeted in the Financial Management Department, but
charged to the Harbor, Water and Sewer Funds, which are not included in the
Appropriations Ordinance by fund.

The proposed Harbor, Water and Sewer Funds budgets are in separate City Council
Resolutions included as Attachment A-1 and A-4, respectively, and total $1,130,557,112.
The Board of Harbor Commissioners adopted the budget for the Harbor Department by
minute order on June 11, 2018. The Board of Water Commissioners adopted the budget
for the Water Department by Resolution on June 21, 2018.

User fees and charges in the Master Fees and Charges Schedule, included as
Attachment A-5, have been adjusted due to changes in service and other factors,
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including the City Cost Index adjustment. For details regarding these proposed new fees,
deletions and adjustments, please see the List of Proposed Fees Adjustments for FY 19
that has been incorporated as Exhibits B and C to the Master Fees and Charges
Resolution.

Other requested City Council actions include:

Approving the FY 19 One-Year Capital Improvement Program (CIP) budget,
included as Attachment A-6, which is contained in the Appropriations Ordinance.
The Planning Commission, at its meeting of August 16, 2018, approved the CIP
for FY 19 as conforming to the General Plan.

Adopting a Resolution, included as Attachment A-9, establishing the Gann
Appropriations Limit (Limit) for general purpose expenditures. In November 1979,
the voters of the State of California (State) approved Proposition 4, also known as
the Gann Initiative (Initiative). The Initiative places certain limits on the amount of
tax revenue that can be appropriated each fiscal year. The Limit is based on actual
appropriations during FY 79 and prevents overspending proceeds of taxes. Only
those revenues that are considered as “proceeds of taxes” are subject to the Limit.
The Limit is recalculated each fiscal year based on certain inflation and population
factors provided by the State. The Proposed Budget includes tax revenue
estimates that are at 39.84 percent of the 2018-2019 Appropriations Limit and,
therefore, do not exceed the Limit. This calculation is reviewed by the City Auditor
for conformance to the law.

Adopting the Financial Policies for the City, included as Attachment A-10. These
policies have been presented to the BOC for consideration and review and now
come to the full City Council for deliberation. Changes made at the request of the
BOC include the Fiscal Impact Policy (Policy 12), which is expanded to include
non-City Manager departments or elected officials, and normally a fiscal impact
statement reviewed by the Financial Management Department. Additionally, the
Grant Policy (Policy 17) has been amended to include a statement of expectations
for continued funding after the grant period and any deviations from expectations.
A redline version of the changes is also provided.

Adopting the FY 19 Long Beach Community Investment Company (LBCIC)
budget, included as Attachment A-7. The LBCIC budget is prepared annually for
City Council approval and is a subset of the Housing Development Fund. The
LBCIC oversees the delivery of housing and neighborhood revitalization services.
The LBCIC approved its FY 19 budget on April 18, 2018.

Amending the Departmental Organization Ordinance, included as Attachment A-
13. This amendment incorporates changes to departments, bureaus, and
divisions for FY 19. These organizational changes are necessary to implement
changes reflected in the Proposed FY 19 budget. A redline version of the changes
is also provided.
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Adopting the Salary Resolution, which creates and establishes positions of
employment while fixing and prescribing the compensation for officers and
employees, is included as Attachment A-14.

After the City Manager delivered the FY 19 Proposed Budget to the Mayor, technical
adjustments were made to the budget. These changes are generally not substantive and
are shown in Attachments B, C and D. Changes include the following:

1.

An appropriation increase in the Gas Fund (EF 301) in the Energy Resources
Department (ER) by $12,050,000 to reflect the FY 19 Capital Improvement plan in
ER and a transfer to the Capital Projects Fund (CP 201) that were inadvertently
omitted.

. An appropriation and revenue budget decrease in the Insurance Fund (IS 390) in

the Human Resources Department (HR) by $383,630 to reverse the transfer of the
Public Works Department’s Safety Division to HR that was included in the FY 19
Proposed Budget. Staff had explored the possibility of housing the Public Works
Department’'s Safety staff under HR, but both departments have decided to
postpone the transfer to allow more time to study the impact and implementation
of such a change.

A revenue budget increase in the Development Services Fund (EF 337) in the
Development Services Department (DV) by $3,467,798 to correctly reflect higher
Building and Safety Bureau revenues that were inadvertently reduced.

A revenue budget increase in the Civic Center Fund (IS 380) in the Citywide
Allocations Department (XI) by $2,973,603 to correctly reflect FY 19 Civic Center
rent revenue collected across departments that was inadvertently omitted.

The remaining changes were minor, technical adjustments made to various funds and
departments to align budget with grants and/or revenues.

SUGGESTED ACTION:

Approve recommendation

Respectfully submitted, APPROVED:

JOHN GROSS
DIRECTOR OF FINANCIAL MANAGEMENT :
CITY MANAGER
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10.

11.

12.

13.

14.

15.

16.

17.

ATTACHMENT A
List of Requested Fiscal Year 2019 Budget Adoption Actions

Adopt the Resolution approving the FY 19 budget for the Long Beach Harbor Department as
adopted by the Board of Harbor Commissioners on June 11, 2018. (A-1)

Declare an emergency to exist. (A-2)

Declare the Ordinance approving the Resolution No. WD-1392 establishing the rates and
charges for water and sewer service to all customers, as adopted by the Board of Water
Commissioners on June 21, 2018, as an Emergency Ordinance, read, and adopted as read
and laid over to the next regular meeting of the City Council for final reading. (A-3)

Adopt the Resolution approving the FY 19 budget of the Long Beach Water Department as
adopted by the Board of Water Commissioners on June 21, 2018. (A-4)

Adopt the Resolution amending the Master Fees and Charges Schedule for specified City
services for Citywide fees and charges for the City of Long Beach. (A-5)

Approve the FY 19 One-Year Capital Improvement Program. (A-6)

Adopt a motion approving the FY 19 budget for the Long Beach Community Investment
Company in the amount of $2,936,263. (A-7)

Adopt a motion approving the estimated transfer of $19,959,950 from the Harbor Revenue
Fund to the Tidelands Operations Fund. (A-8)

Adopt the Resolution establishing the Gann Appropriations Limit (Limit) for FY 19 pursuant to
Article X1l (B) of the California Constitution. (A-9)

Adopt a motion approving the Financial Policies as recommended by the Budget Oversight
Committee on August 14, 2018. (A-10)

Adopt the Mayor’s proposed budget recommendations to the FY 19 Proposed Budget. (A-11)

Adopt the Budget Oversight Committee’s proposed funding recommendations, as amended, to
the FY 19 Proposed Budget. (A-12)

Declare the Ordinance amending the Departmental Organization Ordinance read the first time
and laid over to the next regular meeting of the City Council for final reading. (A-13)

Adopt the amended Salary Resolution for FY 19. (A-14)

Adopt a motion amending the proposed FY 19 budget. (A-15)

Declare an emergency to exist. (A-16)

Declare the Appropriations Ordinance for FY 19, creating and establishing the funds of the
Municipal Government and appropriating money to and authorizing expenditures from said

funds and for said fiscal year as an Emergency Ordinance, read, and adopted as read and laid
over to the next regular meeting of the City Council for final reading. (A-17)




ATTACHMENT B

FISCAL YEAR 2019 APPROPRIATIONS ORDINANCE BY FUND
(Poes not include Harbor, Water and Sewer Funds)

FY 19 PROPOSED FY 18 ESTIMATED FY 19
EUND EXPENDITURES CHANGES* CARRYOVER*™ APPROPRIATIONS

GENERAL FUND 537,685,679 - - 537,585,679
UPLAND OIL FUND 11,643,099 - - 11,543,099
GENERAL GRANTS FUND 7,726,730 - 18,436,868 26,163,598
POLICE & FIRE PUBLIC SAFETY OIL PROD ACT FUND 3,316,412 - - 3,316,412
HEALTH FUND 54,174,568 - 36,239,918 90,414,485
CUPA FUND 2,097,203 - - 2,007,203
SPECIAL ADVERTISING & PROMOTION FUND 11,753,219 - - 11,763,219
HOUSING DEVELOPMENT FUND 3,392,996 - 20,527,064 23,920,060
BELMONT SHORE PARKING METER FUND 771,512 - - 771,612
BUSINESS ASSISTANGE FUND 711,115 . 1661622 2,272,737
COMMUNITY DEVELOPMENT GRANTS FUND 22,394,790 - 20,211,642 42,606,332
HOUSING AUTHORITY FUND 76,708,119 . 504,788 77,212,907
GASOLINE TAX STREET IMPROVEMENT FUND 19,913,365 - 21,829,370 41,742,735
TRANSPORTATION FUND 32,467,833 - 31,493,307 63,961,140
CAPITAL PROJECTS FUND 36,047,085 - 95,542,487 131,589,572
SUCCESSOR AGENCY OPERATIONS 45,221,592 - 21,544,684 66,766,176
CIVIC CENTER FUND 10,519,023 - 8,779,267 19,298,291
GENERAL SERVICES FUND 52,283,448 - 4,806,455 57,089,904
FLEET SERVICES FUND 61,777,136 - 1,897,425 63,674,561
INSURANCE FUND 43,245,148 (383,630) 1,445,419 44,306,937
EMPLOYEE BENEFITS FUND 314,856,193 (203) - 314,855,989
TIDELANDS OPERATIONS FUND 76,241,062 - 85,220,328 161,461,391
TIDELANDS AREA FUNDS 41,384,740 - 16,071,680 57,456,419
TIDELANDS OIL REVENUE FUND 87,678,483 . - 87,678,483
RESERVE FOR SUBSIDENCE - - _ -
DEVELOPMENT SERVICES FUND 26,260,615 - 2,049,666 27,310,281
GAS FUND 80,590,373 12,050,000 5,750,764 98,391,137
GAS PREPAY FUND 40,902,344 - - 40,902,344
AIRPORT FUND 49,706,731 - 44,287,430 93,993,162
REFUSE/RECYCLING FUND 50,806,873 - 136,971 50,943,844
SERRF FUND 51,702,117 - - 51,702,117
SERRF JPA FUND 10,979,994 - - 10,979,994
TOWING FUND 6,163,648 - - 6,163,648
DEBT SERVICE FUND 11,228,072 - - 11,228,072
SUCCESSOR AGENCY DEBT SERVICE 26,369,058 - - 26,369,058

TOTAL 1,907,519,378 11,666,166 438,336,955 2,357,522,499

*Please refer to the Fiscal Impact section of the City Council Letter for a description of notable changes.

**Carryover of unexpended appropriations for multi-year grants and CIP funds.

FY 19 Fund Attachment B 8/23/2018




- ATTACHMENT C

FISCAL YEAR 2019 APPROPRIATIONS ORDINANCE BY DEPARTMENT
(Does not include Harbor and Water)

FY 19 PROPOSED FY 18 ESTIMATED FY 19
DEPARTMENT EXPENDITURES CHANGES* CARRYOVER** APPROPRIATIONS
MAYOR AND COUNCIL 6,063,730 - - 6,063,730
CITY ATTORNEY 11,281,034 - - 11,281,034
CITY AUDITOR 3,177,279 - - 3,177,279
CITY CLERK 3,483,375 - 25,612 3,608,986
CITY MANAGER 16,086,773 170,000 2,019,994 18,276,767
CITY PROSECUTOR 6,074,340 - 629,896 6,704,236
CIVIL SERVICE 2,864,732 - - 2,864,732
AIRPORT 48,004,737 - 44,287,430 93,282,168
DISASTER PREPAREDNESS &
EMERGENCY COMMUNICATIONS 12,732,532 - 2,335,955 15,068,487
DEVELOPMENT SERVICES 115,496,477 (100,400) 50,289,009 165,685,086
ECONOMIC DEVELOPMENT 21,624,996 - 15,627,945 37,052,841
FINANCIAL MANAGEMENT*** 575,276,003 (326,710) 762,288 575,711,680
FIRE 126,877,832 - 2,839,919 129,717,750
HEALTH AND HUMAN SERVICES 133,433,388 - 37,538,850 170,972,238
HUMAN RESOURCES 13,012,486 (383,630) - 12,628,856
LIBRARY SERVICES 14,838,826 - 1,455,033 16,293,859
ENERGY RESOURCES 226,816,177 12,050,000 5,750,764 244,616,940
PARKS, RECREATION AND MARINE 64,507,526 - 18,905,700 83,413,226
POLICE 258,957,589 339,000 8,024,660 267,321,250
PUBLIC WORKS 199,280,176 (82,093) 243,137,446 442,335,529
TECHNOLOGY & INNOVATION 50,889,229 - 4,806,455 - 55,605,684
TOTAL 1,911,669,237 ' 11,666,166 438,336,955 2,361,672,358

*Please refer to the Fiscal Impact section of the City Council Letter for a description of notable changes.

**Carryover of unexpended appropriations for multi-year grants and CIP funds.

***Department of Financial Management includes internal service charges that are contained in the resolutions of the Harbor, Water, and
Sewer funds for accounting, budgeting and treasury functions, and other citywide activities such as debt service.

FY 19 Dept Attachment C 8/23/2018




ATTACHMENT D

FISCAL YEAR 2019 REVENUES BY FUND
(Does not include Harbor, Water and Sewer Funds)

EUND FY 19 PROPOSED CHANGES* FY 19 PROPOSED
REVENUES BUDGETED REVENUES
GENERAL FUND 526,669,261 - 526,659,261
UPLAND OIL FUND 12,239,561 - 12,239,561
GENERAL GRANTS FUND 7,545,574 - 7,545,574
POLICE & FIRE PUBLIC SAFETY OIL PROD ACT FUND 3,315,912 - 3,315,912
HEALTH FUND 53,642,331 - 53,642,331
SPECIAL ADVERTISING & PROMOTION FUND 11,232,337 - 11,232,337
HOUSING DEVELOPMENT FUND 3,436,465 - 3,436,465
BELMONT SHORE PARKING METER FUND 771,512 - 771,612
BUSINESS ASSISTANCE FUND 677,838 - 677,838
COMMUNITY DEVELOPMENT GRANTS FUND 21,512,651 250,000 21,762,651
GASOLINE TAX STREET IMPROVEMENT FUND 19,848,575 - 19,848,575
TRANSPORTATION FUND 30,418,555 - 30,419,555
CAPITAL PROJECTS FUND 36,545,650 - 36,545,650
CIVIC CENTER FUND 10,519,671 2,972,603 13,492,274
GENERAL SERVICES FUND 53,876,025 (223,304) 53,652,721
FLEET SERVICES FUND 45,297,411 - 45,297,411
INSURANCE FUND 45,299,855 (383,630) 44,916,225
EMPLOYEE BENEFITS FUND 314,701,184 - 314,701,184
TIDELANDS OPERATIONS FUND 72,678,615 - 72,578,515
TIDELANDS AREA FUNDS 41,426,697 - 41,426,697
TIDELANDS OIL REVENUE FUND 89,209,421 - 89,209,421
RESERVE FOR SUBSIDENCE 1,480,000 - 1,480,000
DEVELOPMENT SERVICES FUND 20,589,935 3,467,798 24,057,733
GAS FUND 90,255,725 - 90,255,725
GAS PREPAY FUND 41,475,391 - 41,475,391
AIRPORT FUND 55,611,877 - 55,611,877
REFUSE/RECYCLING FUND 46,613,633 - 46,613,633
SERRF FUND 50,166,100 - 50,166,100
SERRF JPA FUND 11,250,285 - 11,250,285
TOWING FUND 6,210,000 - 6,210,000
HOUSING AUTHORITY FUND | 74,280,673 - 74,280,673
SUCCESSOR AGENCY OPERATIONS 45,448,372 - 45,448,372
CUPA FUND 1,822,140 - 1,822,140
DEBT SERVICE FUND 9,079,655 - 9,079,655
SUCCESSOR AGENCY DEBT SERVICE 30,162,041 - 30,162,041
TOTAL 1,885,201,826 6,083,467 1,891,285,293

*Please refer to the Fiscal Impact section of the City Council Letter for a description of notable changes.

FY19 Fund Attachment D- REVENUE 8/23/2018
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SUMMARY
BUDGETARY AND FINANCIAL POLICIES
CITY OF LONG BEACH, CALIFORNIA

This is a condensed version of the budgetary and financial policies of the City of Long Beach,
California.

1. Structural Balance
The budget for the General Fund will be structurally balanced.

2. Multi-Year Financial Projections
The proposed annual budget should include a three-year General Fund projection.

3. Budget Process is an Annual Cycle
The annual budget process is used to develop annual service priorities and the level and
type of resources to fund those services. Proposed changes to the budget and to service
levels during the fiscal year will be minimized. Proposed mid-year changes will be
evaluated programmatically and fiscally prior to adoption, and, if adopted, will have a
lower priority compared to preexisting programs and projects unless otherwise specified.
A list of any adopted non-routine mid-year budget changes will be provided to the Budget
Oversight Committee annually for review.

4. User Fees to be Set at the Cost of Service
Fees will be set to fully recover costs, except where there is a greater public benefit
through use of a lower fee. There will be a process for in-depth review of all fees over
time.

5. One-Time Resources are for One-Time Uses
One-time resources will not be used to fund ongoing operations and are to be used for
one-time purposes. Five percent of new General Fund funds available will be set aside
for unfunded liabilities.

6. Capital Projects Budgeted for Both One-Times and Ongoing Costs
Before approving any capital expenditure, the City Council will consider the capital (one-

time) costs, the operating (ongoing) components of costs and the replacement costs and
the expected approach to funding replacement.

Fiancial Polices as Presented to the BOC on August 14, 2018 Pgel
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7. Fund Balance Policy

Establishes categories of fund balances - non-spendable, restricted, committed,
assigned and unassigned, and creates specific reserves - an emergency reserve,
operating reserves, a reserve for subsequent year appropriates, an infrastructure
reserve, and provides for the creation of other reserves.

8. Adequate Emergency and Operating Reserves will be Maintained
Emergency reserves will be maintained at 8% minimum (of General Fund ongoing
expenditures, including transfers) and 10% target, operating reserves will be maintained
at 2% minimum and 7% maximum, and the City will seek to maintain overall reserves at
no less than 16.7% (two months)

9. Adequate Reserves for all Funds

Financial Management will develop and recommend reserve policies for each City fund
which will be adopted, as modified, by the City Council.

10. Revenue Projections will be Conservative

Revenue projections are to be objectively prepared using a reasonably conservative
approach.

11. Stable Revenue Sources will be Used to Fund Operations

Any revenue that has highly variable component may have only a portion of it, or none
of it, budgeted for operations.

Oil revenue will be budgeted at a per barrel price likely to be lower than the average
price, based on historical variability.

12. Fiscal Impact Statements Required

For any proposed City Council action, an analysis is to be provided (fiscal impact
statement) of the projected or potential fiscal impact on current and future revenues,
expenditures, or resources, including staff resources, and on how the action may impact
the City’s financial or economic position.

13. Current Year Costs will be Funded or an Explanation Provided
The budget will include funding for all costs of operation for the current year or will

identify, provide general information on, and discuss any costs not fully funded, including
unfunded liabilities, unfunded lifecycle replacement costs, and deferred maintenance.

Financial Polices as Presented to the BOC on August 14, 2018 | Page 2




14. Financial Reporting will use Generally Accepted Standards
The City will prepare annual financial statements in accordance with Generally Accepted
Accounting Principles (GAAP), will use a consistent approach to budgetary reporting.
Both the basis of accounting and the basis of budgeting will be described in the
appropriate documents.

The annual financial report will include a reconciliation of budgetary funds available to
the GAAP fund balance or net position.

15. Financial Status will be Reported
The City’'s CAFR will be made available after completion of the annual audit.
There will be periodic reporting on the budgetary status of the City, particularly the
General Fund and other funds that have unusual or problematic status. Any major or
critical issue will be reported as soon as it is practical.

16. Financial Status of Major Funds will be Reviewed
The City Manager will annually present a brief report discussing the high-level financial
status of each major fund of the City. The report may be incorporated into the proposed
budget as a component of each fund’s Fund Summary.

17. Appropriate Grants will be Sought
The City will seek grants that address City priorities and are believed to provide a
substantial net benefit after considering the City’s cost to secure and administer the grant

and the risk associated with unintentional non-compliance.

The City shall maintain administrative suppdrt to ensure compliance with grant terms and
requirements,

Prior to grant award, the City Council should be aware of post-grant expectations for
funding and continuing or discontinuing of programs; City Council should be informed if
the actual situation changes from the original expectations.

18. Debt Maintained at Appropriate Levels
Debt limits will be adopted by the City Council.
The term of debt will generally not exceed the life of the asset being acquired, capital
leases for vehicles will be part of a comprehensive strategy, and debt will not be used to
fund operations.

A separate policy on debt and debt management will be adopted.

19. Investments will be Conservatively Managed

Financial Polices as Presented to the BOC on August 14,2018 age




Investments shall be managed with the priorities of: safety of principal, liquidity
(availability of cash), and yield (investment income).

A separate policy on investments and investment management will be adopted.
20. A Long-Term General Financial Plan will be Maintained
A plan will be adopted that outlines general approaches to maintaining and increasing
revenues, growing the City’s economy for the purpose of revenue generation, and
controlling and managing the cost of services and the method of delivery of services.
21. Financial Policies will be Reviewed
Financial policies will be reviewed every three years. The City Manager will report
potential non-compliance on any proposed Council action and will report annually on
overall compliance and non-compliance with all the financial policies

22. Administrative Procedures to be Consistent with Policy

Administrative procedures shall be consistent with the adopted City Council budgetary
and financial policies.

Financial Polices as Presented to the BOC on August 14, 2018 Page 4




BUDGETARY AND FINANCIAL POLICIES
CITY OF LONG BEACH, CALIFORNIA

1. The Budget will be Structurally Balanced

Background — A budget is structurally balanced if it does not spend more on ongoing
services than it receives in ongoing revenues. A structurally balanced budget is a
necessary component of good financial management and financial discipline and will
help sustain the consistent delivery of services to residents. An unbalanced budget
(spending more than is received) undermines the City's ability to deal with financial
problems. It may lead to reduced services in the future and inhibit the City’s ability to
take advantage of opportunities that will periodically occur.

Policy - The budget for the General Fund will be structurally balanced for the fiscal
year. A structurally unbalanced budget will include an explanation and describe the
expected approach and time frame for achieving structural balance within the context
of official revenue and expenditure projections. It is not a violation of this policy to
have a planned use of funds available to fund one-time items, including capital,
equipment, land or transitional costs for operations (starting up or termination of a
service element). It is also not a violation of this policy to use funds previously set
aside to mitigate temporarily higher costs or lower revenues.

2. Multi-Year Financial Projections will be Incorporated into the Budget Process

Background — The City’s financial situation and projected future status are important
factors in the financial and economic decisions the City Council may make. To
support the City’s budgetary planning and financial decision-making process, the City
needs to analyze its financial situation and the key factors impacting its economic and
financial status.

Policy - At a minimum, the proposed annual budget should include a three-year
General Fund projection (the fiscal year plus two additional years). Major
assumptions should be identified. It is desirable that the budget should include similar
projections of key funds and potentially all funds.

3. The Budget Process Is Based on an Annual Cycle with Minimal Mid-Cycle
Adjustments

Background - The service plan for the City is based on an annual budget as required
by Charter and by good financial and operational practice. Budgeting on an annual
basis provides time to review all revenue sources, develop solutions to previously
identified problems and to discuss and decide on pohcxes and pnontles An annual

Fmanmal Pohces as Presented to the BOC on August 14 2018 Page 5




budget process also provides time for management to plan and implement changes
incorporated into the budget more efficiently and effectively. Shortening or
interrupting the process with significant mid-cycle changes can lead to poor decision-
making due to incomplete information and to inefficient and ineffective operations or
expenditures.

Policy

a. The annual budget process will be the general method used by the City to develop
its annual service priorities and the level and type of resources to fund those
services.

b. Changes to the budget and to service levels during the fiscal year will be
minimized. “Routine” changes during the fiscal year will generally be limited to
technical adjustments, time sensitive opportunities or issues, or new grants or
awards that are intended to be spent during the year.

c. The creation of non-routine mid-year new programs or projects, higher service
levels, or other expenditures during mid-budget cycle is discouraged and, if
proposed, before adoption is considered, should be evaluated for programmatic
feasibility and impact and for fiscal impact, preferably by the responsible
operational department and by Financial Management. If an adopted mid-year
program or project is in conflict in terms of resource use or other aspects, the mid-
year program or project will have a lower priority (compared to preexisting
budgeted programs and projects) unless otherwise specified by City Council.

d. Unexpected revenue shortfalls or other significant issues that may create a budget
shortfall during the fiscal year are to be reported to the City Council with
recommendations by the City Manager as to whether a mid-year budget
adjustment should be made.

e. A list of City Council adopted new programs or expenditures not included in the
original budget or that do not qualify as routine mid-year items (as defined above)
shall be provided to the Budget Oversight Committee annually for review.

4. User Fees and Charges will be Set at the Cost of the Service

Background - Fees and associated charges are associated with recovering the cost
of providing a service. The City can charge up to the full cost of providing a service.

Policy
a. Fees will be set to fully recover costs, except where there is a greater public

benefit through use of a lower fee, such as where full recovery may adversely
impact overall revenue or may discourage participation in programs where the
participation benefits the overall community.
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b. The City Manager will establish a process to for in-depth review of all fees over
time. The review, while eventually covering all fees, should emphasize those that
have or may have significant subvention (may not be at full cost).

5. One-Time Resources will be Used Only for One-Time Purposes

Background — One-time resources are revenues that only occur once, for a very
limited time, or are too unpredictable or unstable to fund operations. One-time
revenues may include the variable portion of some revenue sources that have highly
variable components. One-time revenues are not suited to fund ongoing operations
because they are not available in the future or cannot be relied on from year-to-year
to pay the ongoing costs of operations.

Policy
a. One-time resources will not be used to fund ongoing operations. They will be used

for one-time uses, including capital and other one-time expenditures, transitional
funding of operations (for a limited time-period with a planned ending date),
increasing reserves, or paying down unfunded liabilities.

b. Five percent of new General Fund funds available in a year will be automatically
set-aside to fund unfunded liabilities and these funds may be used to reduce
unfunded liabilities.

6. Capital Projects will be Budgeted and Funded for Both Capital and Operating
Costs

Background — Expenditures for capital and infrastructure often have an impact on
operating costs. Capital investments and infrastructure eventually have to be
replaced. New capital projects typically increase costs while repairs may lower costs.
For capital expenditure decisions, both the one-time capital costs, the ongoing net
operating costs, and replacement costs (lifecycle) should be considered. When
capital and infrastructure funding decisions are made, it is important to provide
information to the City Council about future operating costs and potential replacement
costs and funding of replacement.

Policy
a. Before approving any capital expenditure, including those proposed by any

elected official, the City Council shall consider both the capital (one-time) and
operating (ongoing) components of costs, including the full capital cost of the
project, regardless of funding sources, and all City incurred site, design, overhead
costs and start-up costs. Replacement costs and potential method of funding shall
also be considered. Slte costs for land already owned by the Clty do not need to
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be reported. Projected operating costs through any stabilization period, as well as
projected future operating and maintenance costs, are to be identified. If the
project has a limited economic life, the fiscal impact information should discuss
proposed end of life actions and costs. The method for funding the projected
operating costs is to be included in any funding description. Projects and costs
that do not significantly impact the City do not need to be analyzed.

When fees are initially proposed for items charged to external parties but installed
and maintained by the City, the City Council shall have information to allow the
Council to consider incorporation of capital costs, maintenance costs and
replacement cycle costs in the fees or upfront costs. Costs that are not significant
do not need to be analyzed.

7. Fund Balance Policy

Background — Generally Accepted Accounting Principles (GAAP) require a policy with
regard to the establishment and maintenance of fund balances. GAAP does not make
any requirements as to the level of those balances; just that there is a policy so that they
can be clearly and consistently accounted for.

Policy - This policy provides for the establishment and maintenance of fund balances;
helps maintain the financial strength, stability, and bond rating of the City; positions the
City to be better able to financially respond to emergencies, unexpected needs; provides
a method of accumulating funds for one-time needs; and meet the requirements of
Generally Accepted Accounting Principles (GAAP).  This policy applies to all
governmental funds of the City.

a) Types of Fund Balance: The City maintains five components of fund balance.

1. Non-spendable - Fund balance that is inherently non-spendable.

2. Restricted - Fund balance that has externally enforceable (legal) limitations on its
use and can only be spent for a specific purpose stipulated by an external provider,
a constitutional provision, or through enabling legislation.

3. Committed - Fund balance that the City has placed limitations on its use by way of
a motion of the City Council.

4, Assigned - Fund balance that is comprised of amounts intended to be used by the
government for specific purposes. The intent can be informally expressed by the
governing body or can be stated by the City Manager.

5. Unassigned - This is the residual fund balance that is spendable and not restricted,
committed or assigned.
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b) Assigned Fund Balances

1. Emergency Reserve — This reserve is used only in extremely rare circumstances
resulting from major emergencies that are not recurring by nature and, in general,
are not predictable. Such an event will have resulted in significant physical damage
or disruption within the City and its Tidelands areas. Examples of a major
emergency that would require extensive additional City operational or capital costs
include an earthquake, severe storms, flooding; a terrorist event, and a protracted
major health or military crisis. It is not intended for use to smooth economic cycles
or changes in revenue or expenditure patterns. Use of this reserve for intended
purpose is consistent with this policy. Any draws on this reserve should be the
highest priority for reserve replenishment.

2. Operating Reserve — This reserve is used to provide funds for unexpected one-time
opportunities or temporary operating needs. It is also intended to provide transition,
phase-in or phase-out funding. This reserve is not intended to be used to fund
planned infrastructure or capital acquisitions. It can be used in an emergency
situation to supplement the emergency reserve. Temporary drawdown of the
reserve, or any drawdown below the minimum, should be the second highest priority
for reserve replenishment.

3. Reserve for Subsequent Years Appropriations — This reserve is used to identify
fund balance amounts that are appropriated or identified through the budget
process as a funding source for a future year.

4. Infrastructure Reserve — This reserve is used to accumulate and provide funds to
finance capital projects and other capital improvements, to finance the acquisition
and implementation of information technology systems that enhance service
delivery, create operating efficiencies or improve City operations, or to retire capital-
related debt in advance of scheduled debt service payments. It is not intended to
serve the purpose of an operating reserve. It can be used in an emergency to
supplement the emergency reserve.

c) Other Reserves and Designation for Purpose — Additional committed or assigned
reserves may be created by the City Council, either explicitly (committed) or through
the budget or other process (assigned). Assignments may be designated for a
purpose by the City Council or, if delegated, the Council’s designee.

d) Use of Governmental Fund Balances ~ Use of fund balances, for purposes as defined
in this policy, are not a violation of this policy. When an expense is incurred, the
normal order of resource use, subject to the reserves specified purposes, when
applicable, will first be the use of restricted fund balance resources, followed by
committed fund balance resources, assigned fund balance resources, and, finally,
unassigned fund balance resources.

8. Adequate General Fund Emergency and Operating Reserves will be Maintained

Background — Maintaining adequate emergency and operating reserves is a basic
component of a financially strong City. Adequate reserves help sustain City
operations when adverse or unexpected circumstances impact the City.
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Policy
a. The City will maintain a General Fund Emergency Reserve at a minimum of 8

percent of General Fund ongoing operating expenditures (including transfers) and
a target level of 10 percent.

b. The City will maintain a General Fund Operating Reserve at a minimum of 2
percent of General Fund ongoing operating expenditures with a normal maximum
of 7 percent.

c. The reserve created by Measure B Budget Stabilization Fund (2016) shall be
maintained and accounted for as provided for in Measure B and GAAP and shall
be included in the overall calculation of the Operating Reserve levels.

d. The City will seek to achieve and maintain overall General Fund reserves
(including all committed, assigned and unassigned reserves and excludes
restricted and unspendable reserves) at no less than two months (or 16.7 percent)
of General Fund ongoing operating expenditures, including transfers.

e. If emergency or operating reserves are drawn down below the minimums, a plan
will be developed and implemented to replenish them, generally from future
surpluses. Replenishing reserves will be a priority use of one-time resources.

f. The City may establish and maintain special purpose operating reserves (in
addition to the operating reserve described above). Special purpose operating
reserves are intended to be used for specific revenue and expense variations and
will generally be formulaic and automatic in nature in terms of when the reserves
will be added and when they will be used.

g. The City may establish and maintain other reserves.

9. Adequate Reserves will be Established for all City Funds

Background — Financial reserves strengthen the City’s financial status and provide
valuable flexibility for unexpected events for City funds. Every fund of the City
represents a stand-alone financial operation and has its own operating
characteristics, financial capabilities, and constraints. The level of reserves needed,
if any, should be based on the financial and operating characteristics of each fund.
Policy — The Financial Management Department, in concert with any relevant
operating departments, shall develop and present to City Council recommended
reserve policies for each City fund, which will be adopted, as modified, by the City
Council.

10. Revenues will be Projected Using a Methodology that is Reasonably Conservative

Background -~ Revenue projections are critical to budget decisions, particularly a
budget that is intended to be structurally balanced. Unfortunately, many of the Clty s
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key revenues are subject to material variation depending on the economy. No
revenue projection is likely to be “accurate” when the economy is changing direction
or moving quickly. As a result, it is important to have a consistent approach to
projecting revenues and for decision-makers to understand the basis used to project
the resources available for the budget. Revenue should be projected in a way not
likely to lead to a revenue shortfall and not be so conservative that the projection is
always substantially under revenues.

Policy - Revenue projections are to be objectively prepared using a conservative
approach. That approach should result in overall budgeted revenues for a fund being
set at a level such that it is reasonably unlikely that actual revenues will be lower than
budgeted.

11. Stable Revenue Sources will be Used to Fund Operations, to the Extent Practical

Background - Operations require stable revenue sources from year-to-year to
minimize the necessity to cut services when key revenues vary in the wrong direction.
Revenue sources that have significant variability from year to year, or an
unpredictable basis, are not completely suitable to fund operations and often cannot
be projected with reasonable accuracy. Two approaches to addressing such a
situation are to 1) designate the entire revenue sources as one-time or 2) divide it into
stable (operations) and unstable (one-time) components.

Policy - The City will take steps to utilize only the stable portion of revenue sources

for ongoing operations.

a. Any revenue that has a highly variable component and is used to fund ongoing
operations may have only a portion of it, or none of it, budgeted for operations.
The remainder (unstable portion) may be budgeted in the year of expected receipt
or in the following year for capital or other one-time purposes, including increasing
reserves. If budgeted in the year of receipt, it should not normally be budgeted for
expenditures that require commitments in advance of receipt. This policy helps
stabilize operating revenues and can provide a fairly regular source of funds for
one-time purposes. Consideration of such a practice for individual revenue
sources will be based on a recommendation from the City Manager and
subsequent approval by City Council.

b. Oil revenue has a tendency to vary unpredictably within a year or from year-to-
year. As a result, oil revenue will be budgeted at a per barrel price that reflects a
price that is highly likely to be lower than the average price of oil during the year,
based on historical variability. Oil revenue actually received as a result of the
actual price of oil being above that budgeted price may be budgeted the following
year.
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12. Fiscal Impact Statements will be Included with all City Council Letters Which
Involve Decisions for Spending, Revenues, Debt, Investments, or Other Potential
Economic Impact

Background — The City Council should receive information on the actual or potential
fiscal and resource impact of proposed actions to aid in making decisions.

Policy — For any proposed City Council action, including those from non-city Manager
departments or elected officials, an analysis is to be provided (a fiscal impact
statement) of the projected or potential fiscal impact on current and future revenues,
on expenditures and resources, including staff resources (hours, opportunity costs,
and diversion of resources impact, as appropriate), on existing City Council priorities,
and the projected or potential impact on the City’s financial or economic position. A
discussion of any overall economic impacts to the City, if relevant, will also be
included. Where analysis has determined that the impact is not significant, a detailed
explanation is not required. Any proposed City Council action should include a
statement indicating the proposed action was reviewed by Financial Management. If
the time urgency of the item does not allow for any Financial Management review or
allows for only a partial review, the fiscal impact statement should explicitly indicate
that. For any proposed City Council action resulting in a disbursement of funds, the
funding source must be identified, as well as whether the expenditure has been
budgeted.

13. The Budget Will Fund Costs Incurred in the Current Year or will Identify the Costs
that Have Not Been Fully Funded

Background — Governments sometimes have financial issues because they do not
budget for or fund costs that are incurred in a budget year, but not paid out until a
future year. This practice can lead to higher costs to taxpayers in the future if they
have to pay for services provided in the past. Typically, these costs are for employee
benefits, but may also be associated with other costs. Funding current year costs is
not the same as funding unfunded liabilities. Paying current costs does not have any
impact on existing unfunded liabilities, but it does have an impact on keeping
unfunded liabilittes from occurring or growing in dollar amount. Current costs,
whether paid in the current year or not, are a component of structural balance.

Policy

a. The budget will include funding for the costs for services for the current year. If
funding a particular service or type of cost is determined to not be appropriate for
a given year, the budget will disclose that and include a discussion of those costs
that were not fully funded.
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b. Unfunded liabilities, unfunded lifecycle replacement costs, and deferred
maintenance costs shall be explicitly identified in the budget and the budget shall
include a discussion of them, including general information on the funding of those
costs.

14. Accounting and Financial Reporting will Meet Generally Accepted Standards

Background - To be able to borrow money for City infrastructure and capital needs,
the City must maintain financial statements in conformance with Generally Accepted
Accounting Principles (GAAP). This is also necessary to have a financial presentation
that a knowledgeable reader can understand. Governmental budget decisions,
however, are not necessarily best made based on GAAP financial reporting. As an
example, GAAP accounting for enterprises and internal service operations focuses
on the longer term and not the short-term situation in which many governmental
budgeting decisions are made. For this and other reasons, governmental budgetary
reporting usually uses a non-GAAP basis. However, it is very important to know how
budget reporting differs from GAAP and to know that the budgetary reporting of

financial status is traceable to audited GAAP financial statements. '

Policy
a. The City will prepare an annual financial report (CAFR) in accordance with GAAP

and will include a written description of the basis of accounting in the CAFR.

b. The City will prepare the annual budget using as consistent an approach as
appropriate and will include a written description of the basis of budgeting in the
budget, as well as the CAFR.

c. For every budgeted fund, the CAFR will include a reconciliation of the budgetary
funds available (a fund’s bottom line from a budget perspective) to the GAAP fund
balance or net position.

15. Financial Status and Financial Issues will be Reported

Background - Routine financial reporting is an essential component of financial
control and management.

Policy - The City’'s comprehensive annual financial report (CAFR) will be made
available to the City Council, the public, bond holders, and rating agencies after
completion of the annual audit. In addition, there will be periodic reporting on the
budgetary status of the City, particularly the General Fund and other funds that have
unusual or problematic status. Any major or critical issue will be reported as soon as
it is practical.

16. Financial Status of Major City Funds will be Periodically Reviewed
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Background — A periodic high-level financial review of all major City funds is important
to the understanding of the City’s financial status and to any decision-making that
impacts the City's short or long-term financial status.

Policy — The City Manager will annually present to the City Council a brief report
discussing the high-level financial status of each major fund of the City and its future
outlook, risks and opportunities. The report may be provided by including it in the
proposed budget as a component of each funds’ Fund Summary.

17. Grants will be Actively Sought, but Only as Appropriate and with Suitable
Oversight to Ensure Compliance

Background - Grants are an essential component of City resources. All grants have
rules and regulations that must be followed, including the purpose for which the grant
funds may be used. Failure to follow the rules and regulations may require a return
of the funds, even after they have been spent. Grants often require a match. A grant
may be inappropriate for the City due to a large match requirement, disallowed or
limited ability to recover administrative costs, excessive restrictions on expenditures,
compliance risk (return of funds if in non-compliance), issues with post-grant funding,
or incompatibility with other City priorities.

Policy - The City will seek grants that address City priorities and are believed to
provide a benefit to the City that provide a substantial net benefit after considering
the cost to secure and administer the grant, and the risk associated with unintentional
non-compliance. The City will not seek grants if the purpose does not provide a
significant net benefit to the City for existing priorities. Before applying for any grant,
staff shall ensure the above conditions have been met. The City shall maintain the
necessary administrative support and training to ensure compliance with grant terms
and requirements. When the City Council considers approval of a grant, City Council
should be provided with staff's expectations for any continued funding and continuing
or discontinuing of programs after the grant period. If it subsequently becomes clear
that a City Council approved grant funded program will need to be continued or
discontinued differently from previously reported expectations, that change should be
reported to the City Council during the budget process for the year in which the
proposed change is to occur.

18. Debt and Capital Leases will be Maintained at Appropriate Levels

Background - Debt (borrowing) is a valuable and necessary tool for financing major
infrastructure and other capital assets. However, misuse of debt or poor debt
management, including excessive debt and poor choices for the structure of debt,
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can contribute to financial weakness and compromise the City’s ability to deliver
services over the long-term.

Policy — Limits on the amount of debt shall be recommended by the Financial
Management Department and adopted, as modified, by the City Council. The term of
debt will generally not exceed the life of the asset being acquired. Capital leases for
vehicle replacement or other recurring costs should be part of a comprehensive
strategy that provides for ongoing replacement of the equipment and should not be
done to provide a short-term budget solution to replace cash purchases with debt.
Debt will not be used to fund operations. Incurring short-term debt (less than one
year) to provide for cash flow in anticipation of revenues is not a violation of this policy.
A separate policy on debt and debt policy will be adopted by the City Council.

19. Investments will be Conservatively Managed

Background — Investments can provide a significant source of revenue to the City.
However, investments have risk. An investment policy needs to describe the balance
between investment income and risk that is desired.

Policy — Investments shall be managed with the following priorities, in order; safety of
principal, liquidity (availability of cash) and yield (investment income). A separate
policy on investments and investment management will be adopted by the City
Council.

20. A Long-Term General Financial Plan will be Maintained

Background - The long-term financial health of the City and the ability to provide
services and a quality of life for the City’s residents depends on the actions City
officials take. To help guide the decisions of City officials where the decisions impact
the long-term finances of the City, a plan that identifies adopted general strategies for
the long-term financial strength of the City is helpful, if not essential, to the long-term
financial success of the City. The general financial plan would be specific enough to
determine whether or not a particular proposal is consistent with the plan.

Policy - The City Manager will prepare and periodically update a proposed high-level
financial plan for the City. The plan will outline general approaches the City should
follow over the long-term to maintain and increase the ability of the City to provide
services through maintaining and increasing revenues, growing the City’s economy
for the purpose of revenue generation, and controlling and managing the cost of
services and the method of delivery of services. This plan will identify and discuss
unfunded liabilities and other deferred costs such as maintenance. A plan or options
will be identified to address them. This plan is not intended as a general statement
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of overall City strategies and goals, but rather a focused approach to long-term
finances and to enhancing the economic strength of the City to generate more
revenues and resources for services. The plan may be integrated into an overall set
of goals and strategies for the City. The City Council will modify the plan as it desires
and adopt it as a general guideline for future financial and economic direction. The
plan is to be reviewed and updated no less frequently than every five years.

21. Financial Policies will be Periodically Reviewed

Background - Financial policies need to be periodically reviewed to ensure that they
do not become out-of-date and also to help reinforce compliance with the policies.

Policy

a. Financial policies will be reviewed by the City Council every three years or more
frequently, if appropriate.

b. The City Manager will report to City Council when any proposed City Council
action may not comply with City Council financial policies (preferably through the
Fiscal Impact Statement) and will also report annually on generallcompliance or
non-compliance with each of the policies, recognizing that some policies may take
time to fully implement. This annual report will list the financial policies in their
entirety.

22. Procedures and Practices are to be Consistent with Financial Policy

Background ~- Financial policies are high level expressions of direction.
Implementation of policies requires detailed procedures and practices.

Policy — Policy implementation procedures and practices designed and implemented
by the City Manager and any associated administrative procedures and practices
shall be consistent with the adopted City Council policies.
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Proposed Update to Fiscal Impact Policy Draft 2.2%

Draft Updated Fiscal Impact Policy #12
Summary Version
Fiscal Impact Statements Required

For any proposed City Council action, an analysis is to be provided (fiscal impact
statement) of the projected or potential fiscal impact on current and future revenues,
expenditures, or resources, including staff resources, and on how the action may
impact the City’s financial or economic position.

Full Version

Fiscal Impact Statements will be Included with all City Council Letters Which Involve
Decisions for Spending, Revenues, Debt, Investments, or Other Potential Economic
Impact

Background — The City Council should receive information on the actual or potential
fiscal and er-resource impact of its-proposed petential-actions to aid in making
decisions.

Policy — For any proposed City Council action, including those from non-City
Manager departments or elected officials, --an analysis is to be provided (a fiscal
impact statement) of the projected or potential fiscal impact on current and future
revenues, on _expenditures and resources, including staff resources (hours,
opportunity costs, and diversion of resources impact, as appropriate), on existing
City Council priorities, and the projected or potential impact on the City’s financial or
economic position. A discussion ofn any overall economic impacts to the City, if
relevant, will also be included. Where analysis has determined that the impact is Fer
notn-_significant—impasts, a detailed explanation aralysis—is not required. Any
proposed City Council action should include a statement indicating the proposed
action was reviewed by Financial Management. If the time urgency of the item does
not allow for any Financial Management review or allows for only a partial review,
the fiscal impact statement should explicitly indicate that. ~For any proposed City

Council action resulting in having-a prepesed-disbursement of funds, the funding
source must be identified, as well as whether the expenditure has been budgeted.
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Draft Updated Grant Policy #17

Summary Version
Appropriate Grants will be Sought
The City will seek grants that address City priorities and are believed to provide a
substantial net benefit after considering the City’s cost to secure and administer the

grant and the risk associated with unintentional non-compliance.

The City shall maintain administrative support to ensure compliance with grant terms
and requirements.

Prior to grant award, the City Council should be aware of post-grant expectations for
funding and continuing or discontinuing of programs; City Council should be informed if
the actual situation changes from the original expectations.

Full Version

Grants will be Actively Sought, but Only as Appropriate and with Suitable Oversight
to Ensure Compliance

Background - Grants are an essential component of City resources. All grants have
rules and regulations that must be followed, including the purpose for which the
grant funds may be used. Failure to follow the rules and regulations may require a
return of the funds, even after they have been spent. Grants often require a match.
A grant may be inappropriate for the City due to a large match requirement,
disallowed or limited ability to recover administrative costs, excessive restrictions on
expenditures, compliance risk (return of funds if in non-compliance), issues with
post-grant funding, andfor incompatibility with other City priorities.

Policy - The City will seek grants that address City priorities and are believed to
provide a benefit to the City that provide a substantial net benefit after considering
the cost to secure and administer the grant, and the risk associated with
unintentional non-compliance. The City will not seek grants if the purpose does not
provide a significant net benefit to the City for existing priorities. Before applying for
any grant, staff shall ensure the above conditions have been met. The City shall
maintain the necessary administrative support and fraining to ensure compliance
with grant terms and requirements._When the City Council considers approval of a
grant, City Council should be provided with staff's expectations for any continued
funding and_continuing or discontinuing of programs after the grant period. If it

subsequently becomes clear that a City Council approved grant funded program will
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need to be continued or discontinued differently from previously reported
expectations, that change should be reported to the City Council during the budget
process for the year in which the proposed change is to occur,
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