RESOLUTION NO. 5316-17

A RESOLUTION ADOPTING CITY OF TUALATIN FINANCIAL POLICIES
MANUAL.

WHEREAS, financial policies are vital to a strategic, long-term approach to
financial management; and

WHEREAS, financial policies help achieve and maintain a stable and positive
financial position while ensuring the financial integrity of City operations; and

WHEREAS, financial policies establish a framework for planning and decision
making to meet the City’s goal of maintaining an adequate financial base to sustain the
desired level of services citizens have come to know and expect; and

WHEREAS, financial policies provide guidelines for managing risk and assisting
the City in complying with established public management best practices, while
ensuring compliance with federal, state and local legal and reporting requirements;

NOW THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY
OF TUALATIN, OREGON, that:

Section 1. The attached Financial Polices Manual is hereby adopted to achieve
the financial goals listed in the purpose section of the manual.

Section 2. This resolution is effective upon adoption.

INTRODUCED AND ADOPTED this 8™ day of May, 2017.
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Financial Policies

Cit)_/ of Tualatin’s Financial Policies

Purpose

Financial policies are vital to a strategic, long-term approach to financial management, and to achieve
and maintain a stable and positive financial position while ensuring the financial integrity of City
operations. They are used as a guideline for operational decision making and maintaining a fiscally
prudent budget while carrying out the needs and wants of the City of Tualatin and its citizens. These
policies establish parameters in which we operate while providing a standard against which our fiscal

performance can be judged.

Financial policies also establish a framework for planning and decision making to meet the City’s goal
of maintaining an adequate financial base to sustain the desired level of services citizens have come
to know and expect. It provides guidelines for managing risk and assisting the City in complying with
established public management best practices, while ensuring compliance with federal, state, and

local legal and reporting requirements.
These policies are adopted to achieve the following general financial goals:

Provide an adequate financial base to sustain the desired level of municipal services.
Deliver cost effective and efficient services to our citizens.

Provide and maintain essential public facilities, utilities, and capital equipment.

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

5. 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 and businesses.

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. Comply with finance related legal mandates, laws and regulations.

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. The following
policies are adopted by the City Council, reviewed annually by management and amended as

necessary.
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I Revenue Policy

The goal of the Revenue Policy is to create and maintain a diversified and stable revenue system to
mitigate the impact of short-term fluctuations in any revenue source and provide a stable revenue

stream to support City services.

1. Significant one-time and or temporary revenue sources will not be used to fund continuing
programs and services, but rather to fund one-time, or intermittent, expenditures.

2. The City will establish user fees for services that can be identified and where costs are directly
related to the level of service provided and to the cost of providing the service. User fees will
be reviewed on an established periodic basis.

a. Charges for providing utility services shall be sufficient to finance all operating, capital
-outlay and debt service expenses of the City’s utility funds, including operating
contingency, reserve requirements and capital replacement.
b. Usér charges shall be sufficient to finance the City’s costs to perform development

review and building activities.

c. Other reimbursable work performed by the City (full labor costs, overhead, contracted '

services, equipment and other indirect expenses) should be billed at total actual or
estimated total actual cost.

d. Charges for services will accurately reflect the total actual or estimated cost of
providing a specific service. The cost of providing specific services will be recalculated
periodically, and the fee adjusted accordingly. The City will maintain a current
schedule of fees.

e. The City will consider market rates and charges levied by other municipalities of similar
size for like services in establishing rates, fees and charges.

3. The City will pursue an aggressive policy of collecting delinquent accounts. When necessary,
discontinuing service, collection agencies, liens and other methods of collection, such as
imposing penalties, collection and late charges, may be used.

4, All potential grants that require matching funds, on-going resource requirements, or include
new or additional continuing compliance requirements shall be evaluated and considered
before submittal of the application. Approval by the City Manager shall be obtained, prior to
the submittal of an application.

5. Revenues will be estimated realistically and prudently. Revenue of a volatile nature will be
estimated conservatively. The City will estimate its revenues by an objective, analytical
process using best practices as defined by the Government Finance Officers Association, or

other reliable sources.




Operating Budget Policy

The City shall prepare, present, adopt and amend its operating budget in accordance with Oregon

Local Budget Law.

1.

The City will prepare the budget with participation by all departments, guided by City Council
goals and the work plan to accomplish these goals.

A budget calendar will be prepared with key elements/deadlines in the development of the
budget.

Departmental objectives will be integrated into the City’s annual budget.

The City shall maintain a budget system to monitor revenue and expenditures on an ongoing
basis with adjustments made as necessary.

The amount of funding available will be determined for each fund. The budget will be
developed based upon expected revenues.

Budget Committee meetings will be advertised and posted, as required by Oregon Budget
Law, and on the City’s website, as well as the public hearing to adopt the City’s budget.

The City Manager shall present a proposed budget to the Budget Committee for evaluation
and approval before sending the Approved Budget to the City Council for adoption.
Budgetary procedures shall conform to state regulations and generally accepted accounting
principles. |

Budget amendments will be prepared by the Finance Director, under the direction of the City
Manager, to ensure compliance with Oregon Budget Law.

Expenditure Policy

The City will prioritize services, establish appropriate service levels, and manage the expenditure of
available resources while ensuring fiscal stability and providing necessary services.

1

2. All purchases of goods and services must comply with the City’s Purchasing Policies, guidelines

3.

Expenditures will be controlled through appropriate internal controls and procedures.
Management must ensure expenditures comply with the legally adopted budget. Each
Department or Division Manager or Director will be responsible for the administration of
his/her department/program budget. This includes accomplishing the goals and objectives
incorporated into the budget and monitoring each department/division budget for
compliance with spending limitations

and procedures and with State laws and regulations.
Staff will make every effort to control expenditures to ensure City services and programs
provided to its citizens and taxpayers are cost effective and efficient. Expenditures that will

reduce future costs will be encouraged.
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IV.

Staff will make every effort to maximize any discounts offered by vendors, and will use
competitive bidding and/or the Oregon Cooperative Procurement Program when considering

purchases.
All compensation planning and collective bargaining will include analyses of total cost of

_compensation, which includes analysis of salary increases, health benefits, pension

contributions, and other fringe benefits. City management will only propose operating
personnel costs that can be supported by continuing operating revenues.

Capital Improvement Plan Policy

The goal of this policy is to provide guidelines for annually reviewing and monitoring the City's Capital
Improvement Plan, and monitoring the state of the City’s capital equipment and infrastructure, and
setting priories for its replacement and renovation based on needs, funding alternatives, and

availability of resources.

1.

X/,

The City will complete a Capital Improvement Plan (CIP) for capital improvements, update it
annually and will use the CIP as a planning tool for capital improvements to be programmed
into the annual budget.

The CIP will be used as a financial planning tool to fund future capital projects, improvements

and purchases.
Each project will include the need, scope of work, total cost estimates, and future operating

and maintenance costs (if applicable and available).

The City will maintain its physical assets at a level adequate to protect the City’s capital
investment and to minimize future maintenance and replacements costs.

Each year, an internal CIP committee will evaluate the list of proposed CIP projects and
determine which projects to recommend to the City Manager and Finance Department for

inclusion in the annual budget.

Investment Policy

The purpose of this policy it to guide the investment of the City’s operating cash to ensure its legality,
safety, provide for necessary liquidity, avoid imprudent risk, and optimize yield, while meeting the
requirements of Oregon Revised Statutes (ORS) 294.035.

1.

The Finance Director shall serve as the investment officer of the City. The investment officer is
responsible for ensuring the funds are invested so as to make necessary cash available to
meet current obligations and to invest excess cash in accordance with ORS 294.035 through

ORS 294.047.




Vl. Contingency and Reserve Policy

The purpose of this policy is to ensure that the City maintains a prudent level of financial resources to
protect against the need to reduce service levels due to temporary revenue shortfalls or unpredicted

one-time expenditures.

1. The City will maintain fund balances of the various operating funds of the City at adequate
levels to mitigate current and future risks from revenue shortfalls or unanticipated
expenditures and at levels sufficient to protect the City’s creditworthiness as well as its
financial position from unforeseeable emergencies. |

2. The City shall establish a contingency reserve to provide for unanticipated expenditures of a
nonrecurring nature to meet unexpected increases in service delivery costs. In accordance
with local budget law in the State of Oregon, the contingency reserve must be an
appropriated budget item, though funds may not be directly disbursed from the contingency
reserve. Amounts must be reclassified into another appropriation of a fund) or a supplemental
budget. The City shall maintain minimum contingency amounts for the following funds:

a. General Fund — 15% of total appropriations

b. Building Fund and all Utility Funds — 15% of operational requirements

c. Capital Development Funds — net balance of the fund

3. Unappropriated Fund Balances are amounts that are set aside for future years and cannot be
transferred by resolution or appropriated through a supplemental budget, unless necessitated
by a qualifying emergency as defined in Oregbn Revised Statutes (ORS) 294.481. Reserves for
Future Expenditure are amounts that are planned to be saved for use in future fiscal years. If
the need arises during the fiscal year to spend reserves, a supplemental budget may be
adopted to appropriate the expenditure, as defined in ORS 294.471. The City should maintain
the following as either Unappropriated Fund Balances or Reserves for Future Ekpenditures:

a. General Fund — 10% of total appropriations to provide the City with the necessary
wo'rking capital until property tax receipts are received from the County Treasurer in
November.

b. Building Fund — net balance of building related fees, as per ORS 455.210

c. Utility Funds — net balance of fund

4. Other individual funds may have contingency or reserve requirements set by the Tualatin
Municipal Code, State Statutes, Bond Covenants or other legally binding documents.

The amounts recommended above may be exceeded as circumstances warrant due to special
operational or capital project needs, but the City will adhere to the policy that expenditures which
are anticipated, expected to occur during the fiscal year and can reasonably be ascertained and
estimated, should be part of the basic budgeted appropriations.




VIL.

Capital Asset Management Policy

This policy addresses capital asset planning, acquisition, funding and management in order to ensure

fiscally responsible stewardship.

1.

VIil.

The City will maintain its physical assets at a level adequate to protect the city’s capital
investments and to minimize future operating costs.

The City will determine the most cost effective funding method for its capital projects and will
obtain grants, contributions and alternative sources of funding when possible.

To the extent allowed by law, system development charges will be designed to recapture from
new private development the full cost of community assets in place at the time for the
development and the necessary expansion of those systems caused by increased demand on
those assets.

The capitalization threshold used in determining if a given asset qualifies for capitalization is
$5,000 per item.

The Finance Department will maintain a capital asset inventory.

Adequate insurance shall be maintained on all capital assets.

Accounting, Auditing & Financial Reporting Policy

The City shall comply with federal, state, and local statues and regulations and conform to generally
accepted accounting practices as promulgated by the Governmental Accounting Standards Board
(GASB), The American Institute of Certified Public Accountants (AICPA), and the Government Finance

Officers Association (GFOA).

1.

The Finance Director and staff will prepare and present regular reports that analyze, evaluate,
and forecast the City’s financial and economic conditions.

Monthly financial statements will be provided to all departments for their review.

Internal controls and procedures will be maintained.

An annual audit shall be performed by an independent public accounting firm, which will issue
an opinion on the Comprehensive Annual Financial Report (CAFR), along with a management
letter identifying areas needing improvement, if necessary.

The City will submit the CAFR to the GFOA for its “Certificate of Achievement for Excellence in
Financial Reporting” program.

The City will issue annual financial reports in accordance with generally accepted accounting
principles (GAAP) as outlined in the Governmental Accounting, Auditing of Financial Reporting

(GAAFR) publication.
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IX.

Debt Policy

This policy establishes guidelines for debt financing that will provide needed capital equipment and
infrastructure improvements while minimizing the impact of debt payments on current revenues.

1.

The Finance Director will structure all debt issuances and oversee the on-going management
of all City debt. Debt includes general obligation bonds, lease purchase obligations, revenue
bonds, special assessment obligations, promissory notes, equipment financing agreements
and any other contractual agreements that obligate the City to make future principal and
interest payments.

Capital projects financed through the issuance of bonds shall not be financed for a period
which exceeds the useful life of the project.

The City will strive to maintain its high bond rating, and will receive credit ratings on all its
bond issues.

No debt shall be issued for which the City has not identified specific revenue sources sufficient
for repayment. The Finance Director shall prepare an analysis of the source of repayment
prior to issuance of any debt.

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, unless the debt is otherwise
determined to be in the best interest of the City.

The City may utilize short-term debt or inter-fund loans as permitted, to cover temporary cash
flow deficiencies due to timing of cash flows.

The City shall ensure that its debt margins are within the 3% RMV (real market value)
limitation as set forth in ORS 287A.00482.
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