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FINANCIAL POLICIES OVERVIEW

The basic policies related to the City’s financial and budgetary policies were formalized on November 10, 1987. These policies were expanded in
subsequent years with the adoption of the Integrated Budgeting and Planning Resolution (88-87). The most recent relevant ordinance discussing
this part of the City’s financial policies is Ordinance No. 2014-1078 dated December 3, 2014. Below is a partial copy of the financial policies
relevant to the CIP along with City’s current compliance status for each individual policy.

A. Definitions

Asset Renewal and Replacement — Cyclic repair and replacement of an asset’s components [e.g., roofs, electrical systems, heating, ventilation,
and air conditioning (HVAC) equipment, paving, replacement vehicles, computer servers, computer networks, and telephony systems] that
extends the useful life and/or retains the usable condition of facilities, fleet, and systems not normally contained in the annual operating budget.
Included are major building and infrastructure systems and components that have a maintenance cycle in excess of one year.

BFA — Budget and Fiscal Affairs Committee of City Council.

Capital Projects — A capital project is identified as a project that helps maintain or improve a City asset, often called infrastructure. To be
included in the Capital Budget, a project must meet at least one of the following requirements (criteria):

e It is a new construction, expansion, renovation, or replacement project for an existing facility or facilities. The project must have a total
cost of at least $10,000 over the life of the project. Project costs can include the cost of land, engineering, architectural planning, and
contract services needed to complete the project.

e Itis a purchase of major equipment (assets) costing $50,000 or more with a useful life of at least 10 years.

e Itis a major maintenance or rehabilitation project for existing facilities with a cost of $10,000 or more and an economic life of at least 10
years.

Component Units — As defined by the Governmental Accounting Standards Board (GASB), component units are legally separate organizations
that the City must include as part of its financial reporting entity for fair presentation.

Current Replacement Value - The standard industry cost and/or engineering estimate of materials, supplies, and labor required to replace a
facility or item of equipment at its existing size and functional capability, and to meet applicable regulatory codes. When estimating Current
Replacement Value, it should be assumed that code-compliant materials and systems will be used to replace the existing asset. Current
Replacement Value is to be estimated for reconstructing an asset as it currently exists, without further modifications or improvements.

Fiscal Note — Brief, high-level written estimate of the budgetary and fiscal impacts that may result from implementation of an ordinance, motion or
resolution.

Major Renovation — Projects for the substantial rehabilitation or replacement of more than one building or building systems.

Operational & Maintenance Impact — Refers to the personnel, supplies, services, equipment, and non-capital cost identified as a required need
within a capital project.
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B. General Policies Current Status

3. The proposed operating budget and proposed five-year Capital Improvement Plan (CIP) for each year shall include In Compliance
statements indicating whether they are in compliance with each relevant adopted financial policy. The adopted
budget shall include a comprehensive listing of all adopted financial policies indicating whether the City is in
compliance with each policy; for each policy not in compliance, there shall be a statement explaining why the City is
not in compliance with said policy and a plan for how the City will achieve compliance.

G. Capital Asset Management Policies

1. The five-year CIP shall be presented to and passed by City Council annually before the end of the preceding fiscal In Progress
year.
2. Capital projects may not be included in the CIP without identified funding. Identified funding includes funds that are In Compliance

reasonably anticipated such as grants that have been awarded but not yet funded. Identified funding may also
include proceeds from an anticipated future bond election.

) . . N . . In Progr
3. Afive-year operating budget impact projection for all projects shall be reported in the CIP. ogress
4. The City shall prioritize Asset Renewal and Replacement of existing facilities over new facilities. In Compliance
5. All CIP-related Requests for Council Action must include a Fiscal Note that includes design and construction costs N/A

of the program/project and the projected operating and maintenance costs for a minimum of five years, as well as a
reference to the item in the CIP where funding for the request is designated.
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For each new General Fund facility (i.e., not part of an enterprise fund) or Major Renovation of a General Fund
facility, beginning in FY2016, 2% of the Current Replacement Value shall be included for capital maintenance in
each fiscal year of the immediately following CIP and every CIP thereafter until that facility is sold or otherwise
disposed of. Such funds may be used on any owned General Fund facility.

. Debt Management Polices

6.

Each fiscal year, the City will use that year's General Obligation (GO) debt service payment as a baseline to
establish an index reflecting 4% annual growth in the City’s GO debt service (i.e., if the current fiscal year's debt
service is $100, then the debt service index for subsequent years would be $104, $108.16, $112.49, $116.99, etc.).
If any proposed action by the City (e.g., adoption of the CIP, or Council authorization of debt issuance) is to cause
the GO debt service schedule as projected by the City’s Financial Advisor to exceed the index in FY2019 and/or any
subsequent year(s), a funding mechanism (e.g., reduced expenditures or increased revenue) must be identified to
offset the amount(s) by which the proposed debt service payment(s) exceed the index. For purposes of this section,
“identification” of a funding mechanism is satisfied by presentation to BFA and/or City Council prior to any action that
would incur GO debt.

Current Status

In Compliance

In Compliance






