City of Carson
Report to Mayor and City Council

January 17, 2012
New Business Discussion

SUBJECT: ADOPT RESOLUTION NO. 12-014 APPROVING FINANCIAL PRINCIPLES AND
GUIDELINES
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L SUMMARY

The preparation of the proposed FY 2012/13 Budget will commence shortly. The
City Manager is requesting that the City Council approve a Statement of Financial
Principles and Guidelines to guide the City’s budgeting and future financial
planning efforts.

II. RECOMMENDATION

WAIVE further reading and adopt RESOLUTION NO. 12-014 “A
RESOLUTION OF THE CITY COUNCIL OF THE CITY OF CARSON,
CALIFORNIA, SETTING FORTH CERTAIN FINANCIAL PRINCIPLES
UPON WHICH THE CITY SHALL OPERATE AND ADOPTING CERTAIN
IMPLEMENTING GUIDELINES TO ACCOMPLISH THE SAME.”

1L ALTERNATIVES

1. Modify the proposed Financial Principles and Guidelines prior to approval by
the City Council.

2. Not adopt the attached resolution.

3. Take any other action the Council deems appropriate consistent with the
requirements of law.

IV. BACKGROUND

It is anticipated that the next few years will continue to be difficult for local
government as the revenues remain lower than in prior years and costs increase.
The City of Carson has successfully weathered the greatest recession since the
Great Depression and is fortunate to have significant General Fund reserves
remaining.

This is due, in no small part, to the City reducing expenses and working to
maximize revenues, plus our employees made concessions regarding wages and
- benefits, either reductions or deferrals.
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VI.

January 17, 2012

The Interim City Manager and the Administrative Services General Manager
presented the Council with a list of “Policy Issues for Discussion” as part of the
development and adoption of the 2011/12 FY Budget.

A copy of this list is attached. Identification of these issues in a timely manner
was key as the City grappled with the on-going financial crisis which it faced. As
we see some improvement in revenues, and a continued high demand for City
services and programs, it is important that the City be strategic in ensuring
financial discipline over the long term.

To this end, attached for approval by resolution is a proposed Statement of
Financial Principles and Guidelines. These five principles and eighteen (18)
guidelines are designed to ensure the City continues to exercise financial
discipline which will result in short, mid and long term financial health.

Once adopted, these Financial Principles and Guidelines will be used to guide
future decision making and the fiscal impact of future actions will be evaluated
against the Financial Principles and Objectives.

FISCAL IMPACT

None as result of this action, though adhering to the proposed Financial Principles
and Guidelines will have a positive future financial impact.

EXHIBITS

1. Policy Issues for Discussion (pg. 4)

2. Resolution Approving Statement of Financial Principles and Guidelines
(pgs. 5-8)

Prepared by:  David Biggs, City Manager

TO:Rev102511
Reviewed by:
City Clerk ‘ City Treasurer
Administrative Services Development Services

Economic Development Public Services
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Action taken by City Council

Date Action




POLICY ISSUES FOR DISCUSSION

Possible increases in fees
Removal of the UUT cap for another year
No furloughs, but possible layoffs or demotions
No expansion of programs; replenish replacement funds & catch
up on backlog of service requests
Elimination of positions for lack of work
Evaluate services that no longer have significant
enrollment/participation
Consideration of filling FT vacancies by:
o Filling with PTs
o Contracting out
o Lateral transfers
o Demotions
Divisional consolidations
Examine financing options for equipment replacement and major
projects
Allow a portion of divisional savings to go back to divisional
budgets
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RESOLUTION NO. 12-014

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
CARSON, CALIFORNIA, SETTING FORTH CERTAIN
FINANCIAL PRINCIPLES UPON WHICH THE CITY SHALL
OPERATE AND ADOPTING CERTAIN IMPLEMENTING
GUIDELINES TO ACCOMPLISH THE SAME

WHEREAS, it is the desire to the City Council to establish certain generalized principles
governing the financial affairs of the city of Carson; and

WHEREAS, the adoption of such principles is intended to provide city staff with
guidance in preparing and submitting the annual budget for the City; and

WHEREAS, the City Council further desire to adopt certain financial policies that are
necessary and appropriate to implement the financial principles articulated herein; and

WHEREAS, the City Council further desires to adopt financial policies that will assure
that the city of Carson shall continue to enjoy a high level of credit worthiness and be eligible for
the highest bond rating; and

NOW, THEREFORE, the City Council of the City of Carson resolves as follows:
Section 1. The foregoing Recitals are true and correct and are incorporated herein.

Section 2. The City Council of the city of Carson hereby adopts the following
financial principles, which principles shall guide the preparation, consideration, adoption, and
implementation of the annual city budget, to wit:

(a) Tt shall be the policy of the city of Carson, acting through its duly elected City
Council, to adopt a balanced operating budget by June 30™ of each year for the following
fiscal year without using General Fund undesignated fund balances or reserves. The budget
thus adopted shall include expenditures necessary to provide for the well-being and safety of
the community subject to available revenues; and

(b) It shall be the further policy of the city of Carson, acting through its duly elected
City Council, that fees for services shall be updated annually to recover, as much as possible,
the cost of providing the services and to allow for the impacts of inflation, with fees not
exceeding the cost of providing the service. In some instances, the City may elect to not
recover the full cost of providing the service and the City Council shall determine the
appropriate cost recovery level for those individual services; and

(c) It shall be the further policy of the city of Carson, acting through its duly elected
City Council, that revenues in excess of expenditures at the end of a fiscal year shall be used
first to satisfy the general fund reserve requirements, capital project reserves, capital
equipment reserves, and liability reserves before being appropriated for other uses; and
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RESOLUTION NO. 12-014

(d) It shall be the further policy of the city of Carson, acting through its duly elected
City Council, that current year operating expenditures shall be funded by current year
operating revenues; and

(e) It shall be the further policy of the city of Carson, acting through its duly elected
City Council that the City shall honor all of its debt and seek to maintain the highest possible
bond rating to minimize issuance and interest costs to the City.

Section 3.

In order to effectively implement the forgoing statement of financial

principles, the following shall be, and hereby are, adopted as policies of the City Council that
staff shall adhere to in the preparation, consideration, adoption, and implementation of the annual
city budget, to wit:

(a) General City Financial Policies

1.

It shall be the policy of the city of Carson to value its employees as one of its
most important assets and compensate them at an appropriate level and
commensurately with the City’s ability to pay; and

It shall be the further policy of the city of Carson to establish, and then
maintain, a “minimum reserve” for economic uncertainties equal to 20% of
expenditures of the current year General Fund budget exclusive of
Nonspendable, Restricted, and Assigned fund balance.

In addition to meeting contingency needs, it shall be the further policy of the
city of Carson that the General Fund reserve shall provide for a certain level
of investment earnings and shall serve as a cash flow reserve.

It shall be the further policy of the city of Carson to provide for capital
equipment replacement to achieve greater efficiency and effectiveness in its
operations.

It shall be the further policy of the city of Carson to utilize one time revenues
for one-time expenditures or to enhance reserve funds as appropriate or.
necessary.

It shall be the further policy of the city of Carson to maintain, replace, and
improve its infrastructure and the City shall set aside a reasonable and prudent
amount of General Fund monies for capital projects including repair of
various facilities as part of its annual budget process to the greatest extent
possible.

(b) Revenues & Expenditures Policies

1.

It shall be the policy of the city of Carson to use conservative estimates of
revenues to maintain financial flexibility.
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(c)
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2.

RESOLUTION NO. 12-014

It shall be the further policy of the city of Carson to continue to explore
revenue-raising alternatives as necessary and shall pursue grants available to
local government.

It shall be the further policy of the city of Carson that programs that are
funded through user fees shall be self- supporting to the greatest extent
possible or at a level proscribed by the City Council.

It shall be the further policy of the city of Carson to ensure that there is full
recovery of overhead and internal services from grant and special or enterprise
funds to the greatest extent possible and as permitted by the restrictions
associated with each fund.

Special Revenue, Enterprise, and Internal Service Funds Policies

1.

It shall be the policy of the city of Carson to abide by applicable rules and
regulations pertaining to the expenditures of special revenue funds as required
by each funding source.

It shall be the further policy of the city of Carson that so-called “Enterprise
activities” shall be programmed to generate sufficient revenues to support the
Enterprise’s operations including overhead and internal services, debt service
requirements, and current and future capital needs.

. It shall be the further policy of the city of Carson that Special Revenue and

Enterprise Funds shall adhere to all other applicable fiscal policies of the City.

It shall be the further policy of the city of Carson to establish Internal Service
Funds as appropriate to ensure cost recovery on a fair and justifiable basis.

It shall be the further policy of the city of Carson that transfers to the General
Fund from other funds for overhead costs shall be reviewed annually and shall
conform to the Office of Management & Budget A-97 Guidelines.

Debt Policies

1.

It shall be the policy of the city of Carson to strive to incur debt only for
capital improvement projects and only if the project cannot be funded by
recurring or one-time revenues.

It shall be the further policy of the city of Carson that proceeds from long term
debt shall not be used for current on-going expenditures.

It shall be the further policy of the city of Carson not to use short-term
borrowing for operating expenditures unless it is a Tax & Revenue
Anticipation Note or other short-term cash flow borrowing.
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RESOLUTION NO. 12-014

4. It shall be the further policy of the city of Carson that use of the General Fund
as security for debt issues should be limited to the greatest extent possible to
capital projects which serve the general benefit of the City.

Section 4. The City Clerk shall cause a copy of this Resolution to be posted in a
prominent location on the city of Carson web site.

PASSED, APPROVED, and ADOPTED this day of January, 2012.

Mayor Jim Dear

ATTEST:

Chief Deputy City Clerk Wanda S. Higaki

APROVED AS TO FORM:

City Attorney
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