Amity Comprehensive Financial Management Policies

I. PURPOSE

These Comprehensive Financial Management Policies are the tools used to ensure that the City
of Amity is financially able to meet its current and future service needs. The policies contained
herein set a basis for both the financial planning, reporting and internal financial management of
the City.

Municipal resources must be wisely used to ensure adequate funding for the services, operations,
public facilities, and infrastructure necessary to meet immediate and long-term needs of the City.
These policies safeguard the fiscal stability required to achieve the City Council’s objectives and
ensure the long-term financial health of the City.

These policies are adopted by City Council as the basic framework for overall financial
management of the City, to guide day-to-day and long-range fiscal planning and decision
making, and to achieve the following general financial goals.

1. Provide an adequate financial base to sustain a sufficient level of municipal services to
maintain the social well-being and physical conditions of the City.

2. Deliver cost effective and efficient services to citizens.
3. Provide and maintain essential services, public facilities, utilities, and capital equipment.

4. Provide the financial stability needed to navigate through economic downturns, adjust to
changes in the service requirements of the community and respond to other changes as
they affect the city’s residents.

5. Protect and enhance the City’s credit rating so as to obtain the lowest cost of borrowing
and also to assure taxpayers and the financial community that the City is well managed
and financially sound.

6. Adhere to the highest standards of financial management and reporting practices as set by
the Government Finance Officers Association, the Governmental Accounting Standards
Board and other professional standards.

7. Fully comply with finance related legal mandates, laws and regulations including Oregon
Revised Statues and Oregon Budget Law.

To achieve these goals, fiscal policies generally cover areas of revenue management, operating
and capital budgeting, financial planning and forecasting, investment and asset management,
debt management, accounting and financial reporting, reserves and internal controls. These
policies shall be reviewed every year as part of the annual budget preparation process.

Il. OBJECTIVES

1. To guide the City Council and management policy decisions that has significant fiscal
impact.
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2. To employ balanced revenue policies that provides adequate funding for services and
service levels.

3. To maintain appropriate financial capacity for present and future needs.

4. To maintain sufficient reserves so as to maintain services levels during periods of
economic downturn.

5. To promote sound financial management by providing accurate and timely information
on the City’s financial condition.

6. To ensure the legal use of financial resources through an effective system of internal
controls.

7. To protest the City’s credit rating and provide for adequate resources to meet the
provisions of the City’s debt obligation on all municipal debt.

8. To promote cooperation and coordination with other governments and the private sector
in financing and delivery of services.

I11. MANAGEMENT OF FISCAL POLICY

The City Administrator is responsible for overseeing the management of the City’s fiscal policies
and monitor compliance. If the City Administrator discovers a material variation from policy, the
City Administrator shall report it in writing to the City Council in a timely manner. The report
will explain the impact of the material variation on the City’s operations, service levels and/or
finances and substantive impact of all recommendations to changes in fiscal policy.

As a part of the City’s annual budget document, the City Administrator’s budget message will
identify (a) all major changes in policy since the previous budget year and (b) any material
variations from policy in the ensuing year’s budget. Fiscal policies and changes in policies will
be approved by the City Council and adopted by resolution.

IV. ACCOUNTING, AUDITING, AND FINANCIAL REPORTING POLICY

The City will maintain accounting practices in accordance with state and federal law and
regulations, and financial reporting that conforms to Generally Accepted Accounting Principles
(GAAP). Provide for, prepare and present regular reports that analyze and evaluate the City’s
financial performance and economic condition.

1. Accounting Practices and Principles
The City will maintain accounting practices in accordance with state and federal law and
regulations, and annual financial reporting that conforms to GAAP as set forth by the
Governmental Accounting Standards Board (GASB), the authoritative standard setting
body for units of local government. The City’s monthly financial reports will be reported
on the budgetary basis. At year-end, the general ledger and financials will be adjusted to
GAAP, and the annual financial reports and continuing disclosure statements will meet
these standards.
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2. A system of internal controls and procedures will be maintained to provide reasonable
assurance of the safeguarding of assets and proper recording of financial transactions and
compliance with applicable laws and regulations. When staffing limitations require it,
staff duties will be assigned to maximize a system of financial checks and balances.

3. Annual Audit

a. Pursuant to state law, the City will have an annual financial and compliance audit,
and prepare financial statements based on the audited financial information. The
audit will be performed by a certified public accounting (CPA) firm, licensed to
practice as Municipal Auditors in the State of Oregon. The annual financial
report, including the auditor’s opinion and specific reports as required by Oregon
state regulations, will be filed no later than six (6) months following the end of the
fiscal year and will be presented to the City Council in that same time frame. The
audit firm will also provide a Single Audit of Federal and State grants, when
necessary. The City Administrator will be responsible for establishing a process to
ensure timely resolution of audit recommendations, if any.

b. As required by the Securities and Exchange Commission (SEC) Rule 15¢2-12,
when the City issues bonds with a principal amount greater than $1 million, the
City will provide certain annual financial information to the Municipal Securities
Rulemaking Board (MSRB). This will include any periodic materials event
notices as required by the MSRB or SEC. This requirement allows investors to
have current information about issuers in order to decide whether to hold, sell or
buy securities on the secondary market.

4. Financial and Management Reporting

a. Monthly financial reports will be provided to the City Council, the City
Administrator and department heads. These reports will include department
revenues and expenditures actual to date with comparison to the budget. These
reports will be distributed within thirty working days of the end of each month.

b. A goal of the City is to eventually prepare a comprehensive annual financial
report subjected to independent audit and prepared in a format that conforms to
the standards of the Government Finance Officers Association Certificate of
Achievement for Excellence in Financial Reporting. The report shall be shared
with the City Administrator, City Council, Budget Committee and the Secretary
of State. In accordance with state law the report shall be distributed no later than
December 31% of the following fiscal year.

V. REVENUE POLICY
1. The City will estimate its annual revenues by an objective, analytical process. Because
most revenues are sensitive to conditions outside the City’s control, estimates will be

conservative.

2. The City should take advantage of every revenue-generating opportunity authorized by
Oregon Revised Statutes and the Oregon Constitution.
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The City shall pursue an aggressive policy of collecting delinquent accounts, including
the use of collection agencies as authorized by the City Council.

Charges provided utility services will be sufficient to finance all operating, capital outlay
and debt service expenses including operating contingency and reserve requirements.
Rates will be adjusted as needed to account for major changes in consumption, capital
improvements and cost increases.

System development charges will be established to pay for new capacity in infrastructure
systems such as street, water, sewer, parks and storm water facilities.

User fees and charges will be established for services provided that benefit specific
individuals or organizations. User fees and charges will be set at a level sufficient to
recover the full cost of service whenever practical to minimize subsidization by
taxpayers. The City will systematically review user fees and charges to take into account
the effects of additional service costs and inflation.

The City will maintain a current schedule of fees which will be reviewed annually and
adopted by resolution.

VI. EXPENDITURE POLICY

Expenditures will be controlled through appropriate internal controls, procedures, and regular
monitoring of monthly budget reports. Management must ensure expenditures comply with the
legally adopted budget. Each department head will be responsible for the administration of their
department program budget. This includes accomplishing the goals and objectives incorporated
into the budget and monitoring each department program budget for compliance with spending
limitations.

1.

The City Council will approve the budget by fund at the category or program level.
Expenditures anticipated to be in excess of these levels require approval of the City
Council resolution (i.e. supplemental budget process).

The City will follow the employee compensation practices that are consistent with the
City’s adopted Personnel Handbook and approved collective bargaining agreements.

The operation of City utilities and streets and City property maintenance must have
adequate funds to procure needed supplies and parts.

The City will maintain a purchasing ordinance for public procurements and
improvements and set expenditure authorization levels for City staff.

All expenditure invoices must be reviewed and approved by the City Administrator,
and/or the appropriate department head before going to the City Council for review. Two
signatures are required on City checks if an amount that exceeds $999.99.
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6.

The City will make every effort to control expenditures to ensure City services and
programs provided to its citizens and taxpayers are cost effective and efficient.

Items costing $5,000 or more, per item, will be budgeted and accounted as capital outlay
and shall be tracked in the City’s fixed assets records. Significant repair or maintenance
that extends the useful life of existing assets will be included here provided the dollar
threshold is met. The $5,000 limit will apply to individual items unless a group of items
are intended to function together as a unified system.

VIl. OPERATING BUDGET POLICY

The City will prepare an annual budget with the participation of all City departments. All
budgetary procedures will conform to existing state and local regulations. Oregon Budget Law
requires each local government to prepare a balanced budget and Oregon Administrative Rules
state: 1) the budget must be constructed in such a manner that the total resources in a fund equal
the total of expenditures and requirements for that fund and 2) the total of all resources of the
budget must equal the total of all expenditures and all requirements.

1.

A Budget Committee will be appointed in conformance with the City Charter and state
statutes. The Budget Committee’s chief purpose is to review the City Administrator’s
proposed budget and recommend a budget and tax levy for the City Council to adopt.

The City budget will support City Council goals and priorities and long-range needs of
the City.

The City budget process will incorporate the proposed Capital Improvement Plan for the
upcoming fiscal year.

Multi-year projections will be prepared in conjunction with the proposed budget to
determine if adjustments in expenditures or revenues are needed.

The City will manage each fund as an independent entity in accordance with applicable
statutes and with generally accepted accounting principles.

The City will allocate direct and administrative costs to each fund based upon the cost of
providing these services.

The City will take immediate corrective action if at any time during the fiscal year
financial monitoring indicates that an operating fund’s anticipated expenditure are
expected to exceed its anticipated revenues.

The use of fund balance, which is a one-time revenue source, may be used to fund an
annual operating deficit only with approval of a plan to replenish the fund balance if its
brought down below policy level (See Reserve Policy).
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9. The City will work towards the goal of preparing a budget document which complies
with the standards necessary to obtain the Award for Distinguished Budget Presentation
from the Government Finance Officers Association (GFOA).

VIll. LONG-RANGE FINANCIAL PLANNING POLICY

The City will prepare a long-term financial plan to promote responsible planning for the use of
its resources. The long-term financial plan will protect revenues, expenditures and reserve
balances for the next five years. The analysis will incorporate the City’s approved Capital
Improvement Plan.

Long-term projections of revenues and expenditures will be realistic, conservative and based on
best practices established by the Government Finance Officers Association.

IX. DEBT MANAGEMENT POLICY

1. Capital projects, financed through the issuance of bonds or other notes, will be financed
for a period not to exceed the useful life of the project.

2. The City will use the most prudent methods of acquiring capital outlay items, including
the use of lease-purchase agreements.

3. The City will not use long-term debt to fund current operations, to balance the budget or
to fund projects that can be funded from current resources.

4. All bond issuances and promissory notes will be authorized by resolution of the City
Council.

5. The City will comply with all statutory debt limitations imposed by the Oregon Revised
Statutes and the City Charter.

6. The City will maintain its bond rating at the highest level fiscally prudent, so that future
borrowing costs are minimized and access to the credit market is preserved.

7. The City will obtain and maintain a good credit rating.
X. RESERVE AND CONTINGENCY POLICY
Reserves and contingencies are an important indicator of the City’s financial position and its
ability to withstand adverse events. Maintaining reserves and contingencies are a prudent

management practice. The following are examples of their use:

Operating Contingency — A budgetary account used to appropriate resources that can be used to
address events or services needs that were unanticipated during budget development.
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Capital Asset Reserve — A reserve established to accumulate resources that will be used to
replace capital assets and to provide for major customer service enhancements, where
procurement will be budgeted in a future year. The City will maintain equipment and
infrastructure capital reserves sufficient to replace assets at the end of their useful lives.

Debt Service Reserve — A reserve established as a requirement of a bond covenant, or covenant
in another debt instrument.

The City will maintain sufficient contingency and reserves in each fund to be able to:
1. Mitigate short-term volatility in revenue.

2. Absorb unanticipated operating needs that arise during the fiscal year but were not
anticipated during the budget process.

3. Sustain City services in the event of an emergency.

4. Meet operating cash flow requirements before the collection of property taxes, grant
proceeds and other operating revenues.

5. Meet major facility and equipment repair and maintain needs.

6. Meet future capital projects needs so as to minimize future debt obligations and burden
on future citizens.

The City will maintain a contingency of no less than fifteen percent (15%) of total operating
expenses for the General Fund and no less than fifteen percent (15%) of total operating expenses
for the other operational (Sewer, Street, and Water) funds.

In the event that reserves and contingencies decrease to levels below the levels established by
this policy, the City will develop a plan to restore reserves and contingencies to the required
levels.

XI. INVESTMENTS
All City funds shall be invested to provide safety of principal and a sufficient level to meet cash

flow needs. One hundred percent of all idle cash will be continuously invested in the Local
Government Investment Pool maintained by the State Treasurer.
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