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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Ratio of Assets to Liabilities — All Funds

The Ratio of Assets to Liabilities is the total assets of a city divided by the total liabilities of a
city. City assets include funds available for use by the city, as well as the value of any capital
assets such as land, buildings and improvements, machinery and equipment, and infrastructure.
Liabilities include accounts payable and long-term debt such as bonds, certificates of
participation, pension obligations, and insurance claims. Net assets are the total city assets less
total city liabilities.

The ratio of assets to liabilities is calculated by dividing a city’s total assets by its total liabilities.
This ratio is an indicator of a city’s solvency and ability to meet long-term obligations, including
financial obligations to creditors, employees, taxpayers, and suppliers; as well as its service
obligations to its residents. Ideally, cities would at minimum, have twice as many assets as
liabilities. This would give them an asset to liability ratio of 2.0 or better.

All Funds include each city’s general fund as well as any other funds for proprietary or business-
type activities which could include operating public utilities (power, water, parking, refuse
collection, etc.) or other non-governmental type activities.

As the following Exhibit shows, 63 of the 84 cities ratio of total assets to total liabilities were
greater than 2.0 in FY 2010-2011. The remaining 21 cities had total asset to total liability ratios
less than 2.0. This indicates that several cities solvency may be at risk, as may their ability to
meet future obligations. The City of Huntington Park had the lowest ratio at .62. The average
ratio of total assets to liabilities was 5.45.

The exhibit also shows that 73 of the 77 cities ratio of total assets to total liabilities was greater
than 2.0 in FY 2011-2012. The remaining 4 cities had total asset to total liability ratios less than
2.0. The City of Vernon had the lowest ratio at 1.14. The average ratio of total assets to
liabilities was 8.92.
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Change in Net Assets — All Funds

Change in Net Assets is the difference from the beginning of the fiscal year to the end of the
fiscal year in the total city assets minus total city liabilities. This change indicates the extent to
which total city assets are increasing or decreasing. Ideally, city net assets would be stable or
increasing. Declining net assets indicate cities are spending down their assets in order to meet
current financial obligations. The change in net assets is calculated by subtracting the previous
fiscal year’s net assets for each city from the current year’s net assets. If the result is a positive
number the net assets are increasing, if a negative number the net assets are decreasing.

All Funds include each city’s general fund as well as any other funds for proprietary or business-
type activities which could include operating public utilities (power, water, parking, refuse
collection, etc.) or other non-governmental type activities.

As the following exhibit shows, 52 of the 84 cities total net assets increased during FY 2010-11.
The remaining 32 cities net assets declined during FY 2010-11. The exhibit also shows that 58
of the 77 cities total net assets increased during FY 2011-12. The remaining 19 cities net assets
declined during FY 2011-12. The average change in net assets was 0.8% in 2010-11, and 24%
for FY 2011-12. A positive percentage change indicates that the city’s financial position is
improving, while a negative percentage change indicates that the city’s financial position is
deteriorating. '
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

General Fund Net Revenue Percent

General Fund Net Revenue Percent is the percent of all general fund revenues remaining after
all city general fund expenditures. Revenues are the amount received by a city from taxes, fees,
permits, licenses, interest, intergovernmental sources, and other sources during the fiscal year.
Expenditures are the actual spending of governmental general funds by each city. If a city
spends less than received the general fund net revenues and percentage would be positive. If a
city spends more than received in revenues the net general fund revenues and percentage would
be negative. The general fund net revenue percent is calculated by dividing general fund net
revenues by total general fund revenues.

As the following Exhibit shows, 52 of the 84 cities received more in general fund revenues than
they expended on general funded governmental activities during Fiscal Year 2010-11. The
remaining 32 cities spent more on these activities than revenue received. The exhibit also shows
46 of the 77 cities received more in general fund revenues than they expended on general funded
governmental activities during Fiscal Year 2011-12. The remaining 31 cities spent more on
these activities than revenue received. Cities spent an average of 1.7% more than received in
revenue in FY 2010-11, and spent 1.5% more than received in revenue in FY 2011-12.

General Funds are used to fund core government activities such as government administration,
public safety, transportation, community development, and community services. Each city’s
general fund is used to provide resources to provide for the basic city services including police,
fire, parks, library, and administrative support services. A negative net general fund revenues
and percentage means a city’s ability to provide these essential services in the future may be at
risk, and they may have to make additional reductions in city services.
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Change in General Fund Balance

Change in General Fund Balance is the difference from the beginning of the fiscal year to the
end of the fiscal year in the total city general fund balance. This change indicates the extent to
which total a city’s general funds are increasing or decreasing. Ideally, city net general fund
balance would be stable or increasing. A declining general fund balance indicates cities are
spending down their general fund in order to meet current financial obligations. The change in
general fund balance is calculated by subtracting the previous fiscal year’s general fund balance
for each city from the current year’s general fund balance. If the result is a positive number than
the general fund balance is increasing, if a negative number the general fund balance is
decreasing.

As the following Exhibit shows, 47 of the 84 cities had positive changes in their general fund
balance in Fiscal Year 2010-11. The remaining 37 cities general fund balance declined. The
exhibit also shows 32 of the 77 cities had positive changes in their general fund balance in Fiscal
Year 2011-12. The remaining 45 cities general fund balance declined. The average change in
general fund balance was -3.8% in 2010-11, and -14.5% for FY 2011-12. A positive percentage
change indicates that the city’s financial position is improving, while a negative percentage
change indicates that the city’s financial position is deteriorating.
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