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Who is Looking through the “New Lens” in Colorado
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Wheat Ridge Thornton 8. Westgate
Community School
Saint Dominic’s Parish
Buena Vista
Jefferson County &

Jefferson County Public
Schools
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ACHIEVING FISCAL HEALTH Strategic Questions
\ 1. How much do we have available to spend? -
Incorporate £ (not “How much do you need”?)
Econoplg ;g::\r/:is SE “Spend Within Our
Planning into N “Spend Within Our Means”

Decision Making
Fiscal
Health

Transparent About
the “True Cost of
Doing Business”

Establish and
Maintain Reserves

Understand
Variances (Budget vs.
Actual)

DX e O B

Approach to Fiscal Health #1:
“Spend Within Your Means”

Apply Diagnostics — DO YOU...

Published “Revenue Manual”

Ad Valorem Taxes

"W

(ORALSPRINGS
® Start with revenues?

® Know what “drives” each major revenue source?

® Prepare a formal organization-wide Revenue Manual?

® Distinguish one-time from ongoing sources and uses?
® Have a process in place to “track” them separately?

® Demonstrate this differentiation in your forecasts and
other financial documents?

® Differentiate Program Revenues from General
Government Revenues?
® Adjust budget allocations to departments for chan
sociated Program Revenues?
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Diagnostic Questions to Ask

?7 Does your organization differentiate between one-
time and ongoing revenues and expenditures?

If yes, how are they tracked? Does your forecast
demonstrate this differentiation

?

? How does your organization differentiate
“program” revenues from “enterprise” revenues
such as taxes, earnings on investments,
franchise fees, etc.?

? Does your organization prepare a formal Revenue
Manual?

If yes, what type of information is included?

Approach to Fiscal Health #2:
Establish and Mdaintain Reserves N

N
Apply Diagnostics — DO YOU... t

* Understand what makes up Fund Balance(s) and why you hold
reserves?

« Have a formal “inventory” of all restricted or designated fund
balance reserves, stating their purpose, the authority
establishing them and how they are to be calculated?

* Have a written fund balance reservation policy?

« Monitor fund balances to ensure that reserves are maintained?

« Ensure established working capital reserves are sufficient to
meet emergency needs or short-term revenue shortfalls?

Differentiate Ongoing and One-time
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* Monitor Fund Balance levels to ensure they “aren’t too little”
R “too much”, but “just right”?
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Approach to Fiscal Health #1:
“Spend Within Your Means”

Available Treatments:

® Achieve ongoing alignment

® Fund operating expenditures with reliable ongoing
revenues

® Prevent reliance on volatile revenues (that might not come
in!)
® Achieve one-time alignment
® Fund one-time costs with one-time sources
® Ensure reserves aren’t used for ongoing expenses

® Promote revenue diversification and enhancem
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Strategic Questions

2. Why do we need to keep “money in the
bank”?

Establish & Maintain Reserves

{ 4/.
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Standard & Poor's Views

STAN n;',;,, *Low = 0% or below
&POOR'S
RATINGS SERVICES 'Adequate =1% to 4%
® Good =4% to 8%
® Strong = 8% to 15%

® Very Strong = Above 15%

6/3/15
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Approach to Fiscal Health #2:
Establish and Maintain Reserves

Available Treatments (/'

® Establish a written Working Capital/Emergency
Reserve policy
® Provides back-up plan for emergencies, revenue
shortfalls, or other unforeseen changes

Identify, document and understand all reserves

Review adequacy of Fund Balance levels

® Hold only appropriate amount in reserve to establish
credibility with internal and external stakeholders

Set aside funding for long-range plans,

‘enance and asset replac
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Strategic Questions

3. What’s the “difference”?
Understand Variances (Budget to Actual)

s
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Approach to Fiscal Health #3:
Understand Variances

Available Treatments:

o Strive to align budget with actuals (a source 6F “hidden
treasure”)

« Refine salary and benefit projections, to align with actual costs
incurred

« Provide more effective budget monitoring and management to
eliminate variances

« Identify and eliminate the “fluff’
¢ Fund cyclical expenditures with one-time funding sources
e Consolidate contingencies maintained in department
budgets
1alyze and understand revenue variances
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Diagnostic Questions to Ask

? Does your organization have a written fund
balance reservation policy?

? If yes, how are you monitoring to ensure that
reserves are maintained?

? Check to see if established working capital
reserves are sufficient to meet emergency
needs or short-term revenue shortfalls

? Check to see if there is an inventory of all
other restricted or designated fund balance
reserves, stating their purpose, the authority
establishing them and how they are to be
calculated
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Approach to Fiscal Health #3:
Understand Variances

Apply Diagnostics — DO YOU...

g

« Include cyclical (one-time) expenditures m 'ongoing
operating budgets?

- Allow Departments to budget for contingencies?

- Consistently have revenue/expenditure variances at
year-end?
- Overlook thorough analysis of budget-to-actual variances?

- Count on “savings” resulting from budget-to-actual
variances?

- Have large capital project “carry-forwards” at year en

R
Diagnostic Questions to Ask

? Are variances between budgeted and actual
revenues and expenditures analyzed and
explained?

? If yes, how do those variances impact future
budget cycles?

? Does your organization utilize a formal
Compensation Plan to establish employee
salary/wage ranges?

?  How often is the plan updated?

? When assessing the adequacy of employee

compensation, are employee benefit
packages included in this assessment?

6/3/15
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Strategic Questions
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Approach to Fiscal Health #4:
Transparent About “True Cost of Doing Business”

Apply Diagnostics — DO YOU...

® [dentify total cost (direct AND indirect) for all
programs?
® Prepare a Full Cost Allocation plan in addition
to an OMB A-87 Cost Allocation Plan?
® How is this Plan incorporated into the budget
process?

® Establish fees for service that recapture
appropriate level of total costs of providing
that service?
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Diagnostic Questions to Ask

? Does your organization utilize Internal Service
Funds?

? Ifyes, what are the services provided by each fund and
how are internal charges established and distributed?

?  Are appropriate demand metrics evaluated when
determining how internal charges are to be assessed or
distributed?

? Do internal customers perceive that the calculation and
assessment of those internal charges is transparent and
that they can influence those charges by altering their
own demand?

? Does your organization prepare a Full Cost Allocation
plan in addition to an OMB A-87 Cost Allocation Plan?
? If yes, how is this plan incorporated into the bui

® —
3) Approach to Fiscal Health #4:

Transparent About “True Cost of Doing Business”
Apply Diagnostics — DO YOU... @ZE’

B

® Allocate overhead and administrative costs to
Funds and/or Departments that benefit from
those services?

e Utilize Internal Service Funds to align delivery
and cost of internal services with customer
demand?
® Know what services are best adapted to an Internal

Service Fund approach?
® Understand how internal charges are established and
distributed?
® Ensure that internal customers perceive that costs are
transparent and there is an ability to influence tl
s by altering their own demand?

@)’
Approach to Fiscal Health #4:
Transparent About “True Cost of Doing Business”

Available Treatments: ";?
B
® Establish Internal Service Funds and engage
Departments in assessing demands for these
services

® Promote enhancement of cost recovery for programs
where appropriate

® Diversify cost burden from General Fund by
appropriately sharing costs among other dedicated
revenue streams

® Inventory and cost all programs

® Utilize Full Cost Plans to better determine the true
irect and indirect) of offering progra i
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Strategic Questions

5. “What’s the plan and what could
cause it to change?

6. What does the future look like?

7.What if........... ?2?2?

6/3/15
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Approach to Fiscal Health #5:
Economic Analysis & Long-term Planning
Apply Diagnostics — DO YOU...

® Incorporate ALL long-term plans developed within the
organization into your financial forecasts?

® Prepare comprehensive, multi-year Capital
Improvement Plan, and clearly identify associated
ongoing operating costs?
® Understand how the CIP impacts the budget process and
your long-term financial forecasts ?

® |dentify only relevant economic indicators to monitor?

® Effectively utilize appropriate “tools” to communicate
financial position to all stakeholders (elected officials,
citizens and staff)?

Looks like a Financially
“Healthy” Organization - Right?

== Total Sources == Total Uses

B ——
s

2009 2010

2011 2012 2013 2014 2015 2016 2017

—————

“FISCAL HEALTH DIAGNOSTIC TOOL” -
Tell the Story with a “Picture” ®

Control Panel | Scenarios | 3%

City of Wheat Ridge Colorado ashboard | Setup | Training

> Flacaitealn  Resswes X Ongoing ¥ Onetme  Fund{(3=

INTIATIVES (+)

B B

Approach to Fiscal Health #5:
Economic Analysis & Long-term Planning

Available Treatments: , SoaL

* Prepare a 5 to 10 year financial forecast =
« Use relevant key indicators and trend analysis to improve
decision-making
« Update and present on regular basis throughout the year

« Identify potential points of failure and plan for needed
changes

« Utilize simple, graphic communication tool to
illustrate fiscal health position to all stakeholders
. Kelep decision makers focused on high-level stewardship
role
« Access impact of “today’s” decisions on future financial
sustainability
scenario-planning which encourages flexi

Let’s Look through a Different Lens!

Wheat Ridge

H

515,000,000

2009 2010 2011 2012 2013 20144 2015 2016 2017

B D

Aligning Resources with Priorities
through

PRIORITY BASED
BUDGETING

6/3/15
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The Mereury News

From 2007

Across the Board Cuts Address $14.5 Billion
Shortfall

e California Governor’s Office: “Across-the-board
approach spreads reductions as evenly as
possible so no single program gets singled out.”

e Reaction: “the governor’s approach would be like
a family deciding to cuts its monthly mortgage
payment, dining-out tab and Netflix subscription
each by 10%, rather than eliminating the
estaurant and DVD spending in order to kee
ayments.” .

DX D

CONNECTING AMERICA'S LEADERS

GOVERNING

“Across the board cuts
spreads the pain evenly and
also evenly spreads the
mediocrity”

- Budget Director for the State of Louisiana

DX R

STEPS to SUCCESS - Priority Based Budgeting

1. Determine Results
« “What are we in business to do?”

2. Clarify Result Definitions
« “What do those Results mean to us?”

3. Identify Programs and Services
« “What exactly do we do & what does it cost”?

4. Value Programs Based on Results
« “What is of the highest importance?”

5. Allocate Resources Based on Priorities

at can we “see” differe

@)’
According to Moody'’s:

e Across-the-Board versus Targeted Budget Cuts

* “Across-the-board cuts can be a way to avoid
tough decisions”

» “Targeted cuts require a serious discussion of
community values, relative benefits of different
services, and long-term implications”

¢ Moody's wants to see how local governments
plan for and respond to financial challenges over
the long term

* “Making targeted cuts can demonstrate a more
strategic approach to managing the fiscal crisi:

—————

ACHIEVING FISCAL WELLNESS

ey’
Start with “Why”

The Golden Circle

What

Every organization on the planet knows
WHAT they do. These are Products they
sell or the services they offer.

How
Some Organizations know HOW they do
it. These are things that make them

special or set them apart from their
HOW competition
WHAT Why

Very few Organizations know WHY they
do what they do. WHY is not about
making money. That’s a result. It's a
purpose, cause or belief. It’s the vel
reason your organizaf

6/3/15
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Priority Based Budgeting S’rep

1. DETERMINE RESULTS — T s

G0

“What are we in “business” to do?” =S
« Accurate prioritization of programs,
reflecting the organization’s stated
objectives, depends on the comprehensive
identification of the Results it is in business

to achieve

@)~ D
Step 1: Determine Results
City of Grand Island, Nebraska

Community Results
« Used to Differentiate Programs Offered to the
Community
« Not All Programs Achieve these Results
* Programs that Achieve Many Results, with a High
Degree of Influence, Achieve Highly in Prioritization
(demonstrate high degree of relevance)

Quality Service Results
« Every Program Should Achieve these Results
(though potentially, not every program does)
* Not Used to Differentiate the Relevance of Programs
in Prioritization

Stewardship of the Environment

Safe Community

Strategic, Sustainable and
Maintained Development

Mobility Options

Efficient Services

Transparent Services

Financial Stewardship

Governance Results

High-quality Workforce * Used to Differentiate Programs Designe:

Regulatory Compliance

e)
Priority Based Budgeting Steps
2. CLARIFY RESULTS DEFINITIONS —

“What do those Results mean to us”?

e Precision in prioritization depends on the
articulation of the cause and effect
relationship between a program and a Result

e Using clearly defined “Result Maps”, detailing

the factors that influence the way Results are
achieved, the organization can minimize
subjectivity in the process of linking programs
with its Results §

@)’
What are “Results”

® High-level and over-arching reasons the
organization exists in the eyes of the community

Identifies the “Role of Local Government” in your
Community

® Remain consistent and unchanged over time

Comprehensive

Distinguished from (i.e. “Results” are not...)
Vision or Mission Statements

Specific short-term, projects, goals or initiatives
Organizational Values

® How we want to achieve our results
“Marketing” statements

T I e i e

Safe Community safe Community Safe Community Safe Community

Safe Community

Quality Cultural, Attractive and well. | Quality Recreation, Leisure
Recreational & Leisure || HSCRERNT IEE and Lifestyle
Opportunities Opportunities

Preservation of

Commaunity Resources Ecological Stewardship

Leisure, Cultural and Economic Vitality &
Learning Opportunities Development

Quality and Diverse | Healthy Nurturing & Social |~ Healthy, Nurturing and
Leisure-time Activities | Responsible Environment | Secure Community

Involved, Engaged and | Attractive, Well-Planned & |  Quality and Desirable

United Community Livable Community Neighborhoods || conemic Health & Vitality

Economic Vitality

Sustainable Economic | Effective Transportation & | Strongand Vibrant | Quality Infrastructure & | Quality Infrastructure and
Development Mobility Economic Environment | Transportation Systems | Transportation Systems

Connected, Accessible and

Comprehensive, Orderly |~ Reliable, Sustainable
Growth and Development, Infrastructure

Managed, Well-Planned R

Effective and Connected

Good Governance overnance
Transportation Systems CovEman Governant

Good Governance

DX

Step 2: Clarify Result Definitions
Result Maps

City of Boulder, CO
Results

VITAL
COMMUNITY

< Accessible &
Connected Community

< Economically Vital
Community

< Healthy Environment
& Community
< Inclusive & Socially
EALTHY
Thriving Community N
< Safe Community
[C}3:3]

6/3/15



@)’
Creating Result Maps

ITY of SPRINGFIELD, OREGON
Result: ENCOURAGE ECONOMIC DEVELOPMENT through COMMUNITY PARTNERSHIPS

oeavrs

ENCOURAGE
ECONOMIC
DEVELOPMENT

osters a feeling of personal

Provides for the protection and safety throughout the

sustainability of the

environment through

reg compliance,
ning and effective
water management

Provides for a safe

repared to
. promptly and effectively
obility to motorists, ond to emergencies and
ind pedestrians alike =
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Priority Based Budgeting Steps

3. IDENTIFY PROGRAMS and SERVICES -
“What exactly do we do and what does it cost?”

e Comparing individual programs and services as
opposed to comparing departments that
provide those services allows for better
prioritization

City of Chandler, Arizona

Protects the Community

Ensures regulatory
compliance in order to Provides safe traffic flow,
safe roads and a well-
maintained

fits residents and po
i rs

Fosters a feeling of
Offers a variety of safe Riipaalztety,through a
activities and safety :
cation to engage with
nd families

Protects and prudently
financi:

Supports decision- Enables and enhances
‘making with timel hm?_um_acy,
accountability, it
efficiency an
il

Responsive, ac
and coul
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Identify “Programs” within Departments/
Divisions

» Departments develop their own (CITY OF BOULDER, COLORADO
“program" inventories Departme ram Inventory

10

» Comprehensive list of “what we do”

» Comparing relative value of
programs, not relative value of Ford
departments No.

Department Providing Program Program Name

ning & Sustanabilty

> Goldilocks & the Three Bears: Not [ joiir 2
too big. not too small, just right! O R T

e TOO BIG = Departments/Divisions Seonsorsips
- TOO SALL = Tasks e
JUST RIGHT = Measure relative [ ey oming sty
size based on costs/people 52 {communt g & sonaniy
associated with program to more |1z [commny rieming & susmasn
iscretely demonstrate how 12 o i
are used 522 [cormunty Plarning & sesint ecoogialPlanming
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OBJECTIVES for
Developing Program Inventories
¢ Create a comprehensive listing of all services offered
by each operating division (fo both “external” and
“internal” users)

e Provide a better understanding of “what we do” to
staff, administration, elected officials and citizens

e Provide a framework to better understand how
resources are used to support “what we do”

e Provide a valuable tool for staff, management and
elected officials to use when faced with budgetary
“choices” about how funds are distributed.

llow for the preparation and discussion
dget’ rather t “line-it

@) |

Defining Programs

¢ Has someone told us we “have to do it?”

« Are there statutes, ordinances, resolutions, or other legislative
documents that require us to provide the service?

e |s there an “End Product’ as a result of doing it?

« Does the external or internal user get something tangible when
the service is delivered?

* “Is there someone outside the organization that “does the
same thing”?
« Does a private business offer a similar service (“Yellow Pages
test’)
¢ Do we “advertise” that we do it?
there a separate phone directory or website refe

1) Associate Salary & Benefit
Costs with your Personnel

City of Wheat Ridge, Colorado
211 - Patrol

Personnel Costing Development Worksheet
e 25,2012

AccounTIvG o posiTIoN
N Nowsen NumBER

s58757
si0s01
s
st
s

ey is understanding how personnel line items are distributed (per FT|
e of salary basis, etc.) ’

) B |

Defining Programs

¢ To determine “just right’, look for “differences” that might help
determine if an activity can be defined as a “stand-alone”
program

“Who” are you doing the activity for?
« Does it benefit a specific demographic group or population?

“What” are you doing the service to?
« Does it affect a specific property or asset (infrastructure, facility, etc.)

“How” is it funded? — Is there someone paying for it?

« Are there revenue sources associated directly with the program
(“Program Revenues”)

* What “type” of service are you providing?
entative, Rep_lacement; Repair/Mainten

@)~ |
How to

Identify Program Costs

¢ 1) Associate Salary & Benefit Costs with your
Personnel

e 2) Assign Personnel to the Programs they
Provide

e 3) Associate Non-Personnel Costs with
Programs

e 4) Line item Budget is now expressed as a
ram Budget!

2) Assign Personnel to the

Programs they Provide

City of Wheat Ridge, Colorado ; [ —

211 - Patrol Operations
| Program Costing Development Worksheet
une 26,012

AccounTNG
NuMBER.

ate for a given year (this is not a time study!)
racy, not precision, is the goal
FTE over 100% (no matter how

6/3/15
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3) Associate Non-Personnel
Costs with Programs

iy of

4
WhéatRidge

HHEHE
H

e

i gy:
ivide costs by FTE (i.e. supplies line item)
directly to program (i.
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Priority Based Budgeting Steps

4. VALUE PROGRAMS BASED ON RESULTS -
“What is of the highest importance?”

e With the right Results that are clearly defined,

the organization can more accurately “value” a
program relative to its influence on achieving
Results

Simple Scoring Scale -
“Degree” of Relevance to a Result

6/3/15
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4) Review “SUMMARY” of
Inventory and Costs

[
o| o

Step 4: Score Programs against
Results & Attributes

Basic Program Attributes

City of Boulder’s Results

® Accessible & Connected ¢ Mandated to Provide the
Community Program
e Economically Vital ¢ Reliance on the City to

Community Provide the Program

o Healthy Environment & ¢ Cost Recovery of the Program
Community Change in Demand for the

e Inclusive & Socially Program
Thriving Community
e Safe Community

Portion of the Community
Served by the Program

4 = Program has an essential or critical role
in achieving Result
L_ “High Degree”
3 = Program has a strong influence on ofRelevance
achieving Result
2 = Program has some degree of influence on | "
achieving Result Lower Degree” of
— Relevance (still a
.. clear connection)
1 = Program has minimal (but some)
influence on achieving Result B
- . Ao No Clear
0= :’srﬁ?tram has no influence on achieving } Conpacins

And/or any other criteria that
is relevant to your c

@) R |
Basic Program Attributes:
Mandated to Provide Program
« Programs that are mandated by another level of government (i.e.
federal, state or county) will receive a higher score for this
attribute compared to programs that are mandated solely by the
City or have no mandate whatsoever.
« The grading criterion established to score programs, on a 0 to 4
scale is as follows:
o 4 = Required by Federal, State or County legislation
o 3 = Required by Charter or incorporation documents OR to comply
with regulatory agency standards
o 2 = Required by Code, ordinance, resolution or policy OR to fulfill
executed franchise or contractual agreement
o 1 = Recommended by national professional organization to meet
published standards, other best practice
equirement or mandate exists

11
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Basic Program Attributes:
Reliance on City to Provide Program

« Programs for which residents, businesses and visitors can look only to the
City to obtain the service will receive a higher score for this attribute
compared to programs that may be similarly obtained from another
intergovernmental agency or a private business.

« The grading criterion established to score programs, on a 0 to 4 scale is as
follows:

o 4 = City is the sole provider of the program and there are no other public or
private entities that provide this type of service

o 3 = City is currently the sole provider of the program but there are other
public or private entities that could be contracted to provide a similar service

o 2= Program is also offered by another governmental, non-profit or civic
agency

o 1= Program is offered by other private businesses but none are located
within the City limits

= Program is also offered by other private businesses located

@)

Peer Review
. (Quality Control) Process

oganpiaion
e v cfdepatnentalPogan g -4)’/\@”

Community Result: ECONOMICALLY VITAL COMMUNITY

6/3/15
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Identify “Value” of Program Based on
their Influence on Results
o

Evaluation Criteria
Basic Program Attributes Priority Results

Defining Quartile Groupings
Q4 Q3 Q2 Q1 ©
5o 700 o0 T 300 w00 En w0 50+ w00

;

m

:2 Quartile 4:

» __54Programs Quartile 1:

H 88 Programs

;i = Quartile 1
H i; = Quartile2
§ u = Quartile 3,
s = = Quartile 4
i
I Key:

o i grouped into

2 Quartiles (not ranked, one

o ile 2: versus the|other). Quartiles

= 2 116 Programs are defined using standard

= 110Programs  —— 5 deviation

94 -

Priority Based Budgeting Steps

5. ALLOCATE RESOURCES BASED ON |/
COMMUNITY PRIORITIES —

“What can we see “differently?”

eThrough the “new lens” of the “Resource
Alignment Diagnostic Tool”, the organization
can ask “different” questions that lead to more
informed, data-driven decisions about “what
we do” and “why we do it”. mreva

Step 5: Allocate Resources Based on

Prioritization
©|
n
3 88 Programs
&
s
E i32 116 Programs
ot
gé
3 21505297 | 110 Programs
4 a 54 Programs
\ \
S~ 510,000,000 $20,000,000 $30,000,000 $40,000,000 $50,000,000 $60,000,000 $70,000,000 $80,000,000 $90,000,0005100,000,000 ||

City of Boulder, Colo

12



“Resource Alignment Diagnostic Tool”

City of Boulder, CO ®

The most dangerous phrase
in the language is “we’ve

always done it this way.”

Rear Admiral Grace Hopper (1906-1992)

6/3/15
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Live Demonstration of

‘““‘Resource Alignment
Diagnostic Tool”’

~_—A

-6) —*
Thank You !

(®PBB

CENTER FOR
PRIORITY BASED BUDGETING
C unity Resource: Results

Using a Unique Lens to Focus Commu

Chris Fabian, Co-Founder
cfabian@pbbcenter.org

Jon Johnson, Co-Founder
jjohnson@pbbcenter.org

www.pbbcenter.org
Phone: 720-361-3710

Copyright ©2009 by Chris Fabian and Jon Johnson d/b/a the Center for Priority Based B
Denver, Colorado.
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