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 Comparisons are
 Published data are
not complete or timely. often false.
 Do we know what the  Requires analysis,
forecasting, context, legal
numbers mean? Are

they enough to draw
conclusions?
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City of Sampleville

General Fund - Discretionary

The California Municipal Financial Health Diagnostic

Financial Distress Checklist
1. The city has recurring general fund operating deficits. General revenues are insufficient to
meet the net general revenue demand of programs.

Measures

2. Reserves are decreasing over multiple consecutive years.
3. The city is not keeping pace with the aging of its capital assets.
4. Current liabilities (including short-term debt and accounts payable within 60 days) are
increasing. Cash and short-term investments are decreasing.
5. Fixed costs, salaries and benefits are increasing over multiple years at a rate faster than
reasonably expected revenue growth.
6. The general fund is subsidizing other enterprises or special funds unsustainably or in
excess of adopted policy.

Practices and Conditions

7. The city council's authority to make changes is constrained by charter, contract, or law.
(e.g. binding arbitration, minimum spending, minimum staffing or compensation formulas, etc.)
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8. The fund budget has been balanced repeatedly with reserves, selling assets, deferring
asset maintenance.
9. The fund budget has been balanced repeatedly with short-term borrowing, internal
borrowing or transfers from special funds.
10. Pension liabilities, post-employment or other non-salary benefits have been repeatedly
deferred or costs have not been determined, disclosed or actuarially funded.
11. Debt service payments have been “backloaded” into future years.
12. Ongoing operating costs are being funded with temporary revenues (e.g., from
development, etc.)
13. Financial Reports are not being filed on time. (CAFR, Annual Audit, State Controller’s
Financial Transactions Report)
14. Public service levels are far below standards needed in this community.

#1

1. Recurring Deficits?
Are the government’s activities sustainable
over time within the revenues available?
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 Capital Asset Condition Indicator: change in net value of capital

assets. Are you keeping up with infrastructure maintenance and
replacement?
 Special Fund / Program analysis component intended to assist

in identifying the financial sustainability of a particular program
or special fund – especially fee and intergovernmental aid based
programs and isolate net support(cost) general fund cost.
 Financial policy indicators. Do you have a policy on:





Use of temporary funds
Reserves and fund balance
Short term borrowing
Inter-fund transfers
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 Payment of employee compensation costs
 Pay-as-you-go financing
 Debt management / affordability
 Long range financial planning

City of Vacaville
Jeremy Craig, Assistant City Manager

Vacaville’s Story
•
•
•
•
•

Large hit in recession
Eliminated 18% of workforce (100 full time)
Remaining staff have concessions since 2009
Operating deficits through several years
Passed a 5 year sales tax in 2012 to stop bleeding

Why Use?
• Financial trends
are complex
• Today’s numbers
may hide
tomorrow’s issues
• Need a context for
conversation

Building the Diagnostic
• Identify data sources
• Build to populate each year
• Lather, Rinse and Repeat (check data!)

Reviewing the Draft
• What does the Diagnostic tell us?
• Determine trend sources…..
– Find the WHY

(1) Net Operating Deficit

(4) Fixed costs and labor costs
• Warning for City
• Shows flexibility in budget
• When 80% or greater it is difficult to quickly
address fiscal issues
• When all labor costs are used (including those
not budgeted) the City is around 100%

(9) Deferred employee compensation
costs
• One of City’s WARNING signs
• Includes UNBUDGETED retirement, OPEB, and
compensated absences
• When fully analyzed, City has $16mil in
deferred employee costs
• OPEB is the driver with $12.5mil behind on
$100 mil in unfunded liabilities

(7) Balancing with Temp Funds
• Caution for City
• Measure M funds (1/2 cent) is covering
operating deficit for some past years
• Benefit costs growing faster than revenues
• 2014/15 improved greatly, but still absorbing
CalPers rates

Total Vacaville Performance
• City is very strong in the short term
• Liquidity and fund reserves are in a good place
• Diagnostic showed longer term trends that
could impact the City 4-5 years out.
• By Diagnosing, the City can work on the issues
prior to reaching critical mass

Key Takeaways
• The Diagnostic gave stakeholders a more
detailed view of trends
• Added depth to our five year forecasting
process
• City is working on some policies to begin to
address some longer term warning signs

Action Steps
• Updating annually
• Adopted a funding strategy for OPEB, which is
impacting many of the ratios
• Reviewing current short term sales tax
(Extend, replace, or expire)

Municipal Financial Health
Diagnostic: The Rancho
Cucamonga Experience
John Gillison, City Manager
City of Rancho Cucamonga

About Rancho Cucamonga
• Population of 172,000
• Incorporated 1977
(Post Prop 13 city)
• Operating budget of
$110 million
• Total budget of $222
million all funds,
including capital
• More than 100+
different funds
comprise the City
budget

What really prompted the Municipal
Financial Health Diagnostic?
• FY 15/16 Budget theme: Preparing for the
future and investing in our community
• Three straight years of positive revenue growth
and concerns about how deep the recovery
really went
• Some underlying issues with special funds (pre‐
Prop 218) that were now coming for potential
votes regarding increases

Measuring Fiscal Health
• Determining fiscal health is not just a matter of
numbers
“Torture numbers and they will confess to anything.” Greg
Easterbrook

• Requires analysis, forecasting, and proper context
for measure to be meaningful
• League tool intended to be a positive reinforcement of a
job well done, or a kind of early‐warning system for
financial problems
• Helpful for transparency with the community
• Helpful for internal conversations with personnel

Overview of the Diagnostic
13 indicators of financail health for the
General Fund to evaluate. Some
examples include:
• Any recurring deficits or increasing liabilities
• Use of short‐term budget‐balancing
measures
• Pension fund liabilities
• Public service level deficiencies
• Various other measurements

What Did We Learn?
• Allow sufficient time for analysis
• Discuss assumptions ahead of time and
agree upon approach
• It takes time depending on your financial
structure to input all the data
• Make sure you understand what the
results are telling you, rather than fearing
anything not green
• Determine communication plan ahead of
time
• Excellent fiscal planning tool

Rancho Cucamonga's Diagnostic Results

Rancho’s Diagnostic Results
• City General Fund is in a very healthy
condition in 11 of the 13 categories
• Illustrated importance of budgeting for
reserves
• Some notes of caution for the future in two
categories
• Fixed costs and labor costs

• Utilities, fuel, medical and pension costs

• General fund subsidies of other funds

• Ongoing challenges in certain underlying special
districts that have not yet been resolved
• Continuous long‐term contributions to balance
Sports Complex (Enterprise Fund)
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Other Observations
• Most valuable component ‐ 3rd party,
independent standard for the evaluation
lends credibility to the results
• Not terribly labor intensive – about 10
hours of total time to research, discuss
approaches, compile data
• For the future ‐ League should continue to
refine definitions, consider adding
benchmarking among cities

What’s next?
• Publishing the Diagnostic Report Card on our
City’s website
• Incorporated into our final budget document
• Annual updates to track progress over time

