CITY OF SUISUN CITY FY 2007-08 ANNUAL BUDGET

BUDGET GUIDELINES

The FY 2007-08 Annual Budget document has been formatted as a fiscal planning
document rather that accounting document. The Budget Guidelines section provides the
“roadmap” that was used to develop the FY 2007-08 Annual Budget for the City,
Redevelopment Agency, and Housing Authority. It is presented in three subsections that

are ag follows:

Budget Document Format — This subsection describes the budget document

format, as well as several new features.

Budget Objectives — This subsection describes the City Council objectives that
were incorporated into the proposed FY 2007-08 Annual Budget.

Financial Policies — This subsection presents a proposed compendium of
financial policies assembled into one document to make it easier to refer to and
rely upon these City Council policies. They are the same policies previously

adopted by the City Council.

The following table is provided to assist the reader in understanding the organization of
the FY 2007-08 Annual Budget:

Section Title

Budget Guidelines

Budget Overview

Department Operating Budgets
Major Capital Improvement Program
Other Activities

Cash Position Summaries

Revenue & Expenditure Detail
Staffing Detail

Chart of Accounts

Budget Resolutions
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CITY OF SUISUN CITY FY 2007-08 ANNUAL BUDGET

BUDGET GUIDELINES

BUDGET DOCUMENT FORMAT

The FY 2007-08 Annual Budget document format is essentially the same as last year’s
budget document. This subsection will describe the overall organization, as well as some
of the changes that have been incorporated.

FY 2007-08 Annual Budget

The FY 2007-08 Annual Budget document can best be described as a fiscal planning
document. It is organized by the services that are being provided (operating, capital, or
other activities) within an organizational context. The benefits of this format are as
follows:

* [tidentifies each department’s operating program budgets and aggregates them
in one location in the budget document. (Please see the C Section.)

o It compares these department program budget costs with their funding sources
on one page.

e It identifies a work program for each operating division, so that the City Council
and community may know what services they are “buying” for the coming fiscal
year.

o It identifies the primary proposed changes from the current fiscal year budget.

It displays the capital improvement program (CIP) in one area of the budget.
The Public Works Department primarily delivers this work program, so this
facilitates CIP implementation. (Please see the D Section.)

e A new feature is the presentation of capital project page for each project that is
proposed for funding in FY 2007-08. Each page describes the project, the
current status, what is proposed to be accomplished in FY 2007-08, as well as
the funding sources and uses over the life of the project. In addition, a City-wide
site orientation map has been prepared. (Please see the D Section.)

¢ The Cash Position Summaries Section displays each City, Agency, and
Authority fund in a consistent format to analyze the changes in: revenue
collection; expenditures for operating, capital, and debt service; as well as
amounts set aside for reserves and contingencies. In addition to changes in
revenues and expenditures over a four-year period, these cash position
summaries also show changes in fund balances. A new feature is fund
descriptions for each fund. (Please see the F Section.,)

e [t also provides the line-item detail that is used to start up the accounting system
for the coming fiscal year. A new feature is that information is sorted by
departments/programs/projects within funds. (Please see the G Section.)

o A new feature is a reformatted Staffing Detail Section. (Please see the
H Section.)

¢ In addition, a chart of accounts is provided to assist department staff members in
“coding” expenditure transactions to ensure that these transactions accurately
reflect what the expenditure is and that it is being charged to the benefiting
program. (Please see the I Section.)

A-2



CITY OF SUISUN CITY FY 2007-08 ANNUAL BUDGET

BUDGET GUIDELINES

BUDGET OBJECTIVES

At the February 6, 2007 City Council meeting, the Mid-Year Fiscal Review was
presented. The summary of this review was as follows:

e The fiscal health of the General Fund is continuing to improve.

e Ongoing revenues were projected to exceed ongoing expenditures by nearly
$642,000.

¢ General Fund reserves were projected to exceed $6 million or 67 percent of
operating costs.

s Significant revenue generation opportunities are on the horizon through 2010.

On February 20, 2007, a goal-sefting workshop was conducted. The following City
Council Objectives were identified:

Enhanced after-school programming.

More comprehensive street improvement program.

Increase slurry seal program to $200,000 per year.

Institute targeted traffic enforcement.

Implement the goal of increasing employee compensation to 90% of the local
market.

Synchronize Sunset traffic signals better.

Reinstall $340 red light violation signs.

Get CalTrans to reinstall knocked down signage.

Acquire fire rescue equipment.

Enhance Fire Department staffing to serve Gentry/Trumark project.

Develop City entry signage.

Address maintenance issues with the waterfront railing.

Work with the YMCA to improve signage.

Implement an enhanced marketing effort for Main Street West and other retail
business oppottunities,

» Propose a revised reserves policy.

Budget proposals designed to implement these Council Objectives are found throughout
the document.
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BUDGET GUIDELINES

FINANCIAL POLICIES

The cornerstone of municipal financial management is a sound policy that sets forth
guidelines in the areas of revenues, operating expenditures, investments, reserves,
financial reporting, capital improvements and budgeting. Consistent with federal and
state statutes, generally accepted accounting standards and the Government Accounting
Standards Board, it is appropriate for the City Council, Redevelopment Agency and/or
Housing Authority to adopt financial and investment policies. Annually staff will review
the financial policies of the City, Agency, and Authority; and it will propose changes as it
deems appropriate for consideration by the City Council, Redevelopment Agency, and/or
Housing Authority. A resolution setting forth the proposed Financial Policies is included
in the Resolutions (J Section) of this Budget document. The proposed Financial Policies
are as follows:

Budget Policies

o The City Manger will provide a proposed Annual Budget to the City Council no
later than June 1% of each year, and the City Council will review and adopt an
Annual Budget no later than June 30" of each year for the following fiscal year.

. The City’s budgetary system will be integrated and compatible with the accounting
system, and the Annual Budget will be prepared on a basis in conformance with
Generally Accepted Accounting Principles (GAAP).

. The Mid-Year Budget Review will be presented during the month of February of
each year. It will include the current status of revenue collections and budget
expenditures, economic trends and state budget impacts, as well as any proposed
amendments the to current year budget.

. Annually, the City may seek the CSMFO Award of Excellence for Municipal
Budgeting, as well as the GFOA Certificate of Achievement for Distinguished
Budget Presentation Award.

. Annually, the City’s Comprehensive Annual Financial Report (CAFR) will be
prepared by an independent auditor in accordance with Government Auditing
Standards issued by the Comptroller General of the United States.

. Annually, the City may seek the GFOA Cettificate of Achievement for Excellence
in Financial Reportting.
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Resources

Resources are defined as revenues collected during one fiscal year, as well as resources
carried over from prior years. Revenues may be ongoing or one-time in nature, but
resources from prior years are always one-time in nature. The following policies shall
apply to resources:

. One-time resources will be used for one-time expenditures or enhancement of
reserves.
. All revenue forecasts will be conservative.

. City staff will prepare regular reports for the City Council that compare actual
revenue collections with budgeted revenues.

. The City should avoid using one-time resources to fund ongoing municipal
services, except as provided below.

. All potential grants shall be carefully reviewed for matching and/or maintenance-
of-effort requirements.

. Intergovernmental grants will be evaluated to determine the long-term operating
and maintenance costs associated with the grant.

Expenditures

Expenditures are payments made to employees, vendors, or contractors supplying goods
or services to the City. Except in the case of a public emergency, all expenditures must
be made consistent with appropriations approved the City Council in the Annual
Appropriation Resolution.

. City staff will prepare regular reports for the City Council’s information that
compare budget appropriations with actual expenditures.

. When new operating programs or capital projects are proposed, staff will provide
the City Council with an analysis of the one-time and ongoing costs associated with
the program or project.

. With the exception of initial expenditures for the creation of new programs, or
during periods of economic distress that result in reductions in local revenues or
state funding for municipal activities, or to “bridge” when future known ongoing
resources are certain, all ongoing costs for operating programs should be paid for
from ongoing revenues.
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Reserves
The City’s priorities for the utilization of reserves are as follows:

. The use of reserves for a one-time expenditure that generates ongoing cost savings
or cost avoidance.

. The use of reserves for a one-time expenditure that generates ongoing revenue
enhancements.

. The use of reserves for a one-time expenditure that leverages the expenditure of
significant public or private investment in the City by other entities.

. The use of reserves to offset shortfalls in the collection of revenues,

. The use of reserves to offset unanticipated increases in expenditures for current
programs or projects.

General Fund Contingencies

General Contingency - The City Council hereby establishes a General Contingency of not
less than 20% of the current year General Fund operating budget. The specific purpose
of the General Contingency is to provide funding to meet operational appropriation
requirements in the event of minor or routine unanticipated increases in expenditures.
Any transfer of funds from the General Contingency may only be made upon City
Council approval of an amendment to the Annual Appropriation Resolution.

Stabilization Reserve - The City Council hereby establishes a Stabilization Reserve of not
less than 10% of the current fiscal year General Fund operating budget. The Stabilization
Reserve should be increased to an amount greater than 10% when economic conditions
warrant. The specific purpose of the Stabilization Reserve is to provide funding to meet
operational appropriation requirements in the event that the City experiences shortfalls in
the collection of General Fund revenues or major unanticipated increases in expenditures.
Any transfer of funds from the Stabilization Reserve may only be made upon City
Council approval of an amendment to the Annual Appropriation Resolution.

Emergency Reserve — The City Council hereby establishes an Emergency Reserve of not
less than 20% of the General Fund operating budget. This reserve would provide
emergency funding as a result ofa declared emergency or to fund the City’s response to
an unanticipated but urgent event affecting or threatening the public health, safety, and
welfare of the City of Suisun City. The goal is to have the Emergency Reserve
approximately equal one year’s collections of the largest revenue source.

Any transfer of funds from the Emergency Reserve may only be made upon City Council
approval of an amendment to the Annual Appropriation Resolution, subsequent to the
City Council’s finding that the guidelines established in the Resolution have been met.
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Appropriation Transfer Authority

The following criteria establish appropriation transfer authority as set forth in the Annual
Appropriation Resolution:

With the exception of Personnel Services and Travel & Training line items that
require City Manager approval, transfers between line items in the same program
may be made by department heads.

Transfers between programs in the same fund may be made by department heads
with City Manager approval.

Transfers between department budgets within the same fund may only be made by
the City Council.

Transfers between different funds may only be made by City Council.

Capital Improvement Plan

Annually, City staff will propose a capital improvement plan covering the next five
fiscal years. The plan will recommend specific funding of projects for the next
three years, and identify projects for further consideration in years four and five,

The Capital Improvement Plan will include a listing of projects for future
consideration by the City Council. Such projects will by those which are
determined to merit further study, but lack funding sources.

Capital improvements will include all equipment over $5,000 with a useful life
over five years. Facilities that have a useful life of longer than 20 years or that can
be considered a “betterment” will be considered for inclusion in the Capital
Improvement Plan. A “betterment” is defined as an improvement that extends the
life of the original improvement by at least one-third of the original service life.

Capital improvement projects will be reviewed to determine the best method of
financing the project. City Council will determine whether the project will be
funded on a “pay-as-you-go” basis or with a debt instrument.

The City will continue imposing development impact fees that ensure that a new
development pays its fair share of the increase service capacity.
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Fiscal Management

It is the City’s policy to minimize the subsidization by the general taxpayer of the
costs of services provided to the public that are of specific benefit, rather than
general benefit. The City Council shall annually consider establishing specific
cost-recovery policies related to such costs to be reflected in the Master Fee
Schedule.

In addition, community facilities districts (CFD), maintenance assessment districts
(MAD), and parking assessment districts (PAD) will be used to offset 100 percent
of zone costs for maintenance of public improvements that serve new
developments, and 80 percent of eligible general City services allocable to new
developments. '

Consistent with the State Constitution, charges for services will not exceed the cost
reasonably borne to deliver those services. Costs reasonably borne may include
direct and in-direct costs, as well as reasonable reserves or amortization of
equipment associated with the provision of the services.

The City will annually review the Master Fee Schedule to insure that each user fee
is reflective of its intended cost-recovery percentage, and will revise the fees as
needed or revise the cost-recovery percentage.

Whenever required by bond indentures, the City will determine whether debt
service coverage ratios are being met. Whenever coverage ratios are not being met,
staff will recommend rate increases or expenditure reductions or some combination
of the two in order to meet coverage ratios.

Investments

The City will continue to have a written investment policy approved by City
Council resolution annually, The policy for investments in priority order is safety,
liquidity and yield. '

The City Council will receive reports on the cash position and performance of City
investments on a quarterly basis.

Capital Assets

Future maintenance needs for all new capital facilities will be fully costed out.

All equipment and facility maintenance needs for the next five years will be
projected and updated annually.

All assets will be maintained at a level that protects the capital investment and
minimizes future maintenance costs,
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