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Let the Good Times Roll

AColorado in the 199006s

I Averaged double digit population growth
I Averaged double digit growth in valuations

A County government impact

I Averaged double digit annual increases in tax
revenues

T Near $100 Million in Unreserved Fund Balance

I Increased staff, increased CIP funding, enhanced
employee benefit package
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A First symptoms of an unsustainable lifestyle
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2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
[—Fund Balance $88,383,503 | $79,004,917 | $76,365,652 | $64,968,546 | $50,114,881 | $27,727,575| $(13,382,034] $(40,843,496| $(37,691,647| $(38,501,408
== Uses $114,921,837) $137,060,117) $140,051,696| $165,049,713 $177,881,631| $177,025,979| $180,033,646 $184,970,466 $187,549,540 $193,888,806
== New Revenu| $119,929,665 $127,681,531 $137,412,431 $153,652,607 $163,027,966 $154,638,673 $160,750,165 $166,590,287 $172,659,972 $178,968,527
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n | Donot Feel

A Symptoms:
I Reserves exhausted within two years
I Revenue growth substantially slowing down
I Growth rapidly diminishing
I General Fund shortfall of $10 Million within a year
i Ot her property -dawnd uwidtsh ifiru ptswaleyear s

A WHAT WE RESOLVED:
T nLet our dec
our deci si on

I'si ons determine the future
s 0

A Possible Treatment Options:
I Raise taxes
I Start cutting
I ABudgeting fo
I Systematicall

r OQOQutcomeso approach
y Diagnose Causes of fdfisymp



Achieving Fiscal Health & Wellness

DIAGNOSTICS

TREATMENTS

v

incorporate economic
trends into our forecasts?|
Are we accurale? v
ncorporate/Consolidate]
Long-term Plans into
Forecasts?

Plan for Ongoing
Replacement/
Maintenance

Trend Analysis and
Forecasting: Identity and|
assess key influences on
our revenue sources and
expenses

Decision Making Tool
Incorporating and
Communicating Long-

support tools

DIAGNOSTICS

TREATMENTS

Appropriate Program
Costs Shouldered by
Users?: Do we know.

internal services we
provide, how much they
cost, and how each
customer influences the
demand for service?
Know the Programs
Offered, and How Much|

they Cost?: Do we know]

what programs we offer,
how much they cost
(direct and indirect)?

m

mplement Internal
Service Ful
Appropriately align
supply/cost of service
with customer demand
Ulize Full-Cost Plan:
Appropriately align cost

Program Inventory.
dentify each program
offered by organization
Program Costing: Price
each program (direct and
indirect costs)

2 Strategic Initiatives (2006-2008)

Long-term Fiscal Wellness

Fiscal Health

ACHIEVING FISCAL HEALTH

Transparent About
the fiTrue Cost of
Doing Businesso

Incorporate Economic
Analysis and Long-term
Planning into Decision-

Making

Understand
Variances
(Budget vs. Actual)

DIAGNOSTICS.

TREATMENTS

Start with Revenues?| v
Do we begin fiscal
discussions with
available revenues,
rather than expenses?.
Distinguish Between
Ongoing vs. One-tim
Revenues /
Expenses?

v

Distinguish Between | V
General Gova and
Program Revenues?

"Achieve Ongoing
Alignment: Ongoing costs
can only be funded with

(ex. Grants), dedicated
join

incentivize Self-Sustaining

Programs: Allow programs

to keep 100% of program

revenue generated

DIAGNOSTICS

TREATMENTS

ACHIEVING LONG-TERM FIScAL WELLNESS

‘Allocating Resources (o] v
the Citizents Top

Demonstrate Resource
Allocation in Priority
Order (Top Programs,

fiSpend Within
Our Meanso

Establish and
Maintain Reserves

DIAGNOSTICS

TREATMENTS

v

Budgeting For too Many
Contingencies?: Does every
dept / division budget for the
unforeseen?

Ongoing Operational
Budgets Include Cyclical
(one-time) Costs?

nt Variances (Budget
v. Actual) Year-to-Year?

=

v

Consolidate Contingenc
Funding for Acceptable Level
of Unforeseen

Hone Salary/Benefit
Forecasting Tools: Costs
saved and unplanned due to
vacancieshurnover can be

significant.
Enisure Variances Are Minimal
and Explainable

DIAGNOSTICS TREATMENTS

V  Reserve V. Establish Reserve
Requirements?: Are Policy: Establish clear
we clear about the policy to guide how
feserves we must set much money to reserve,
aside (policy or across the organization
mandate) Vv Inventory Reserves

V  Reserves We Keep? and Keep Whates

Do we know of every
reserve we maintain,
how much we maintain,
and why we maintain
them’

what is necessary, and
eliminate resource-
allocations where
possible.

DIAGNOSTICS

TREATMENTS

Decision Making |V

Taking Place within |V

'Spend Within Means.
Establish Reserves and Setf
Aside Funding

v to Bottom Programs) Elements of Fiscal V  Understand Varian
V' Demonsurate Health (Budget . Actual) in
withn the Context o Prioritization of all Revenues and Expenses
Priorities Resources, A ent About the
v & Aware and fFundo Lines. oing
Contributing to {Guestionty
Prioritization of vV Involve Citizens in the v ormic
Programs / Funding? raie Economic
| Taxing Too Much. o Praning mo Deceion
Wauld the Citizens Resource Allocatior yaking .
Sponsor More?
Support Resource
Allocation Decision A
Making with X
A Fiscal Health
Prioritization of
Program
Systematically Idezll\;yi DEfl'q”e
Evaluate Program anR alre [f @
Efficiency V. S s
alue Programs
9 Government
Based on
N Evidence of their
DIAGNOSTICS TREATMENTS
Influence on
We Knowitour |V nchmarking DIAGNOSTICS TREATMENTS
Programs and Tools (within Results
Services are Efficient? | organization, and V. Have We Clearly V" Establish Results of the.
V  Arethe Programs We outside) to gage and Identified the Results of Organization (draw
Offer Sourced testeficiency DIAGNOSTICS TREATMENTS e e g
Soprecty orCoud v o eation - n Defined, and Measurable?]  programs, and internai
Achieve the Same Goals, Measure VDo We Measure How Our [ Estabiion Resut Demiions i
Results for Less? Programs Influence Results? Clearly Articulating the Cause V. Does our Elected fgovernanced programs)
v Are the Py s W Establish Eficiency and Effect Relationship Linking Leadership Influence the |, 0., Elected Leadership
V. Are the Programs We Measures, and Test Vv Are Our Results Defined Clearly Activities to the Results Importance (or iValued) to Establish Relative
Oter Sized Cortectly mough to Minimize Subjscnity [ oiites o the Results of cach Result, Relative. | {5 = o or SR
or Should We Adjust in Interpreting the Ways a grams Bas 1o the Other Results? : e
Service Levels? Program Could Achieve the V' Do We Distinguish

Results?

vV Evaluate Programs, One Versus
Another

ograms
Serving External vs.

Internal Stakeholders:




DIAGNOSTICS

TREATMENTS DIAGNOSTICS

ACHIEVING FISCAL HEALTH

TREATMENTS

Account for Impact of
External/Economic
Influences?: Do we
incorporate economic
trends into our forecasts?
Are we accurate?
Incorporate/Consolidate]
Long-term Plans into
Forecasts?

Plan for Ongoing
Replacement/
Maintenance Costs?

\Y

V  Start with Revenues?
Do we begin fiscal
discussions with
available revenues,
rather than expenses?

\V/  Distinguish Between
Ongoing vs. One-timg
Revenues /
Expenses?

Trend Analysis and
Forecasting: Identify and|
assess key influences on
our revenue sources and
expenses

Decision Making Tool,
Incorporating and
Communicating Long-
term Impacts: Model
impacts of decisions with
interactive decision-
support tools

V  Distinguish Between
General Govd and
Program Revenues?

\%

Achieve Ongoing
Alignment: Ongoing costs
can only be funded with

ongoing revenue.
Achieve One-time

Alignment: Fund one-time
costs with unreserved fund
balance, one-time sources
(ex. Grants), dedicated
ongoing revenue.
Incentivize Self-Sustaining
Programs: Allow programs
to keep 100% of program

revenue generated.

Incorporate Economic
Analysis and Long-term
Planning into Decision-

ASpend Within
Our Meanso

Fiscal
Health

Transparent About
the ATrue Cost of
Doing Businesso

Establish and
Maintain Reserves

Understand

DIAGNOSTICS

Variances
(Budget vs. Actual)

TREATMENTS

V  Appropriate Program

Costs Shouldered by
Users?: Do we know
what overhead,
administrative and
internal services we
provide, how much they
cost, and how each
customer influences the
demand for service?

Know the Programs
Offered, and How Much
they Cost?: Do we know|
what programs we offer,
how much they cost
(direct and indirect)?

\%

Implement Internal

TREATMENTS

Service Funds: DIAGNOSTICS
Appropriately align
supply/cost of service V  Reserve

with customer demand Requirements?: Are

DIAGNOSTICS TREATMENTS
Utilize Full-Cost Plan: \r/\éigrlszg avl\ZOrL’lr:J:teset
Appropriately align cost/
ppropriately align cos V  Budgeting For too Many V  Consolidate Contingency aside (policy or

supply of service with
demand for all overhead
and admin programs
Program Inventory:
Identify each program
offered by organization
Program Costing: Price
each program (direct and
indirect costs)

Funding for Acceptable Level
of Unforeseen Vi
Hone Salary/Benefit
Forecasting Tools: Costs
saved and unplanned due to
vacancies/turnover can be

significant. o
Ensure Variances Are Minimal

and Explainable

mandate)?

Reserves We Keep?:
Do we know of every
reserve we maintain,
how much we maintain,
and why we maintain
them?

Contingencies?: Does every
dept / division budget for the
unforeseen? \%
V  Ongoing Operational
Budgets Include Cyclical
(one-time) Costs?

VvV Consistent Variances (Budget |y,
v. Actual) Year-to-Year?

Establish Reserve
Policy: Establish clear
policy to guide how
much money to reserve,
across the organization.
Inventory Reserves
and Keep What&
Needed: Reserve only
what is necessary, and
eliminate resource-
allocations where
possible.




Spend Within Our Means

DIAGNOSTICS TREATMENTS

ACHIEVING FISCAL HEALTH

Analysis and Long-term ‘¥
Planning into Decision-

fiSpend Within
Our Meanso

Transparent About
the fiTrue Cost of
Doing Businesso

Establish and
Maintain Reserves

Understand

DIAGNOSTICS

Variances
(Budget vs. Actual)

TREATMENTS

DIAGNOSTICS TREATMENTS

DIAGNOSTICS TREATMENTS

DIAGNOSTICS TREATMENTS

Do we begin fiscal Alignment: Ongoing costs
discussions with can only be funded with
available revenues, ongoing revenue.

rather than expenses? |V  Achieve One-time

V  Distinguish Between Alignment: Fund one-time
Ongoing vs. One-timd costs with unreserved fund
Revenues / balance, one-time sources
Expenses? (ex. Grants), dedicated

ongoing revenue.

V  Distinguish Between |V Incentivize Self-Sustaining
General Gova and Programs: Allow programs
Program Revenues? to keep 100% of program

[evenue generated,

Start with Revenues?]V ~ Achieve Ongoing

Jeffcods Diagnosi s:

A

oo Do Do

Use of Fund Balance for 5 consecutive years
to fill gap between ongoing revenues and
ongoing expenses

No distinction between ongoing and one-time
revenues and expenses

Departments not incentivized to update
current or seek new program revenues

Revenues distributed based on fund structure

Target budgets based
expenditures

on

effcods Prescribed Tr ea

I |

T

Adopt philosophy to use of ongoing
revenues for ongoing expenses (and one-
time sources for one-time uses)

Establish distinction between General
Government and Program Revenues

Departments to keep 100% of Program
Revenues

Resource allocations based strictly on
pvajlagle revergies r 6 s 7



Spend Within Our Means

y the Picture

Not Exact |
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Establish and Maintain Reserves

DIAGNOSTICS

TREATMENTS

DIAGNOSTICS

ACHIEVING FISCAL HEALTH

e

Analysis and Long-term ‘¥
Planning into Decision-

fiSpend Within
Our Meanso

Transparent About
the fiTrue Cost of
Doing Businesso

Establish and
Maintain Reserves

Understand

DIAGNOSTICS

TREATMENTS

Variances
(Budget vs. Actual)

DIAGNOSTICS

DIAGNOSTICS TREATMENTS

Do we know of every
reserve we maintain,
how much we maintain,
and why we maintain
them?

DIAGNOSTICS TREATMENTS

V  Reserve Establish Reserve
Requirements?: Are Policy: Establish clear
we clear about the policy to guide how
reserves we must set much money to reserve,
aside (policy or across the organization.
mandate)? Inventory Reserves

V  Reserves We Keep?: and Keep Whaté

Needed: Reserve only
what is necessary, and
eliminate resource-
allocations where
possible.

N

Jeffcobs

Di agnosi

A
A

No formal reserve policy (establishing
appropriate reserve levels)

Reserves were budgeted, based on
projected expenses (rather than
revenues)

Lacked controls to monitor that
reserves were maintained

s: Jeffcobs

Prescri

A

A

Established formal working capital
reserve policy at 10% of projected
operating revenue

Developed monitoring tools to ensure
reserves were maintained

Documented all other required
reserves and incorporated into Fund
Balance projections

bed



Establish and Maintain Reserves

A AiGFOA recommends that general purpos:

maintain unreserved fund balance in their general fund of no less than 5 to
15 % of regular general fund operating revenues. 0

- GFOA
AThe most I nfluenti al gui dance comes
a orule of thum?a?/a“)ofafnn ug@ operatingeexpenditureslag a s t
an acceptable | evel of (accessible) |

- ICMA
AOur bond 1| s s uiéyos frivwouslydpenmtthe neserves and

the trend would be that the frivolous spending would continue. They would
certainly not give the County high ratings and could downgrade our
bonds that are currently outstanding. Were the County to issue debt in the
future with a trend of General Fund Reserves having been spent frivolously,
the AA+ rating that we have enjoyed would certainly not be what we would
receive. Consequently, we would not receive the best market rates and
would pay more for those proceeds with a lower rating. 0

- Jefferson County Financial Advisor
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Understand Variances
(Budget vs. Actual)

DIAGNOSTICS TREATMENTS

ACHIEVING FISCAL HEALTH

DIAGNOSTICS TREATMENTS
V  Budgeting For too Many V  Consolidate Contingency
Analysis and Long-term ‘6§ fiSpend Within Contingencies?: Does every Funding for Acceptable Level
Planning into Decision- Our Meanso dept / division budget for the of Unforeseen
unforeseen? V  Hone Salary/Benefit
VvV Ongoing Operational Forecasting Tools: Costs
Budgets Include Cyclical saved and unplanned due to
Ttrr?; E‘??J:néoAstt’%L;t M;ﬁtt;li]li;::erxes (one-time) Costs? vgca}ncies/turnover can be
< Understand V. Consistent Variances (Budget]y, Elrggglr%agtélriances Are Minimal
(Bud‘ég'j;czzmal) v. Actual) Year-to-Year? and Explainable
Jeffcobdbs Diagnosi s: Jeffcodbs Prescribed Treat
A 2005/ 2006: Over $75 MiA |IDeeloped salaryib€refit projection tool
forwardo Requests A Instituted vacancy savings estimate into budget
A No understanding of FTE poaessancy #fAsavings, o
or their fiscal impacts A Eliminated place-holders for one-time/cyclical
A Annual ong oing budget s icosslingtitliedSavingstircenteve Plan
h Otl O'lthe r ? Olf f -time cdsts and/ore 0 N& |nstituted revenue variance analysis
COSIS With cyclical frequency A Strengthened budget TfACa
A No monltorlng of revenue variances procedures
A Expenditure variances not fdcorrectedo in 11
subsequent yvear 6s budget



Transparent about

NnNTrue

DIAGNOSTICS

TREATMENTS DIAGNOSTICS TREATMENTS

ACHIEVING FISCAL HEALTH

Analysis and Long-term '§
Planning into Decision-

fiSpend Within
Our Meanso

Transparent About
the fiTrue Cost of
Doing Businesso

DIAGNOSTICS

TREATMENTS

DIAGNOSTICS TREATMENTS

DIAGNOSTICS TREATMENTS

Cost

o f Do

TREATMENTS \

DIAGNOSTICS

V  Appropriate Program jV
Costs Shouldered by
Users?: Do we know
what overhead,
administrative and
internal services we \V;
provide, how much they
cost, and how each
customer influences the
demand for service?

V  Know the Programs \Y

Implement Internal
Service Funds:
Appropriately align
supply/cost of service
with customer demand
Utilize Full-Cost Plan:
Appropriately align cost/
supply of service with
demand for all overhead
and admin programs
Program Inventory:

Offered, and How Much
they Cost?: Do we know
what programs we offer,

Identify each program
offered by organization

Program Costing: Price

how much they cost

(direct and indirect)? each program (direct and

indirect costs)

N

effcobds Di

agnosi s

J
A
A
A
A

General Fund absorbed almost all overhead
costs

Growing frustration with services provided
by IT, Facilities (rising costs)
No consistent identification of program costs

Chart of accounts not supportive of program
costing i more oriented to organizational
structure

Jef fcods

Prescribed Tr ea

A
A

Developed and implemented Internal
Service Funds (ISFs) for IT, Facilities

Utilized Full-cost plan to allocate fair share
of indirect costs from
administrative/overhead functions to
appropriate programs

Developed more specific listing of programs

Encouraged use of chart of accounts to
iIdentify program costs rather than 12
ADepartment o cost s



Economic Analysis and

Long-term Planning

DIAGNOSTICS

0STICS

TREATMENTS

ACHIEVING FISCAL HEALTH

Analysis and Long-term ‘¥
Planning into Decision-

fiSpend Within
Our Meanso

Transparent About
the fiTrue Cost of
Doing Businesso

Establish and
Maintain Reserves

Understand

DIAGNOSTICS

Variances
(Budget vs. Actual)

TREATMENTS

DIAGNOSTICS TREATMENTS

DIAGNOSTICS TREATMENTS

DIAGNOSTICS

TREATMENTS

Account for Impact of
External/Economic
Influences?: Do we
incorporate economic
trends into our forecasts?
Are we accurate?

Incorporate/Consolidate
Long-term Plans into
Forecasts?

Plan for Ongoing
Replacement/

Maintenance Costs?

Trend Analysis and
Forecasting: Identify and
assess key influences on
our revenue sources and
expenses

Decision Making Tool,
Incorporating and
Communicating Long-
term Impacts: Model
impacts of decisions with
interactive decision-
support tools

ef fcobds

Di agnosi s:

J
A
A
A
A

BCC decision-ma ki ng i n
vacuumo

Revenue and expense forecasts
based on historical averages

Incomplete CIP (and ongoing cost
impacts not included)

No Comp Plan, Facilities Plan,

Technology Plan, Transportation Plan..

Jef fcods

Prescribed

i f i sAc ®dveloped 5-year Plan

(comprehensive CIP, with associated
ongoing cost impacts)

Incorporated economic trend analysis
into revenue and expense forecasts

Developed Fiscal Health Diagnostic
tool to monitor impacts of County
decisions on total Fiscal Health

Tr ea



Treatment: Incorporated Economic Trend
Analysis into Revenue and Expense
Projections

Forecast Impact:
- Interest rates up
to 5-year high

- GDP growth
steady, but slow

Forecast Impact:

- Wages up 3.7%

- Unemployment
down

- Health care costs
surging (12.6%
increase)

Forecast Impact:
- Building permits
down 9.2%

- Home values
increases 3.3%,
compared with
12.6% nationally

Forecast Impact:
- Retail sales up

2.8% compared
with 7.7% across
metro region

- Consumer
spending cut
backs expected

14



Treatment: Incorporated Fiscal Health
Diagnostic into Long-term Decision Making

GENERAL FUND {Key: kemns in "Blue" can be modified; items in "Black" can not)

Tuezday, February 07

Figcal Health Diagnostic (Do we meet the objectives? Ideas for Cost Containment or Additional Revenue

O tic RIE Ongoing r1 Yearn One-time Year
I N .
L L
L L

One-time Alignment, 2007-2012

Ongoing Alignment, 2007-2012

| B Unrezerved Fund Balance | onedime Expenzes

—Dngoing Revenues ——Jngoing Expenses

$190,000,000 - * $25,000,000 -
180,000,000 ! R
| ___,_,_._-—-—'_'_'_ : : =
$170,000,000 —
I —— 15,000,000 o
$160,000,000 . — — §
$150,000,000 = $10,000,000 4
§140,000 000 e
130,000,000 = 5,000,000 A
120,000,000 = 30
=1 !
110,000,000 o §5,000.000 : 2009
100,000,000 + . . . . H
-$10,000,000 i

Ongoing Business Cases
Ongaing Proj 'ear 2007 Amovnt I | i al Year irzt Year Amou
Business Cases Business Cases

Competitive compenzation [Salary arll JCS50 Executive M 2007 S Community kiosks (A4l Azzessar M 2007 k4
Fuel Budget Increase JES0 Support Services i 2007 S 200,000 Laptop computers for @ Assessar M 2007 k4
2 Deputy Oistrict Attarney's [Lewvel 1) @ District Attorney &dmini N 2007 % 18349,151 Clerk and Recorder wal Clerk & Recorder Elections M 2007 4
Increased contracted medical servicef JCS0 Detentions i 2007 t 120,9M Third party legal experti County Attorney - Administr M 2007 4



Feel

i ng

Bett

$190,000,000

$180,000,000 -

$170,000,000

$160,000,000

$150,000,000

$140,000,000 -

$130,000,000

$120,000,000

$110,000,000

General Fund 2001-2008

Actual Revenue and Expense Trends

== Total Revenues

=& Total Expenditures

N

SN —
Ve

=

/

/

2001 2002 2003 2004 2005 2006 2007 2008
(Projected
Budget)

$100,000,000

General Fund 2001-2008

Reserve and Fund Balance Trends

$90,000,000

OUnreserved Fund Balance

$80,000,000 -
$70,000,000 -
$60,000,000 -
$50,000,000 -
$40,000,000 -
$30,000,000 A

$20,000,000 A

BReserves (@10%)

o —
$-

2001

2002

2003 2004 2005 2006 2007 2008
(Projected
Budget)

A Achieved Ongoing Alignment for 2008

A Achieved Stabilization of Reserves and
Unreserved Fund Balance (One-time Alignment)

for 2008
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ACHIEVING FISCAL HEALTH

Incorporate Economic
Analysis and Long-term 4
Planning into Decision-

fiSpend Within
Our Meanso

Health

Transparent About
the fiTrue Cost of
Doing Businesso

Establish and
Maintain Reserves

Understand
Variances
(Budget vs. Actual)

From Health to Wellhess

PM:

Collating Y} !
Prioritization; .
The New Realityin Budgeting!

ANE 2em

ACHIEVING L ONG-TERM FISCAL WELLNESS

Support Resource
Allocation Decision
Making with
Prioritization of
Program

Achieve
Fiscal Health

Fiscal
Wellness

Identify, Define
and Value the
Results of
Government

Systematically
Evaluate Program
Efficiency

Value Programs
Based on
Evidence of their
Influence on
Results
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