Proposed Revisions as of 9/22/16
City of Newberg 
FISCAL FINANCIAL POLICIES
As approved by the 2016 Long Range Financial Planning Committee and forwarded to the City Council in January 2017
The City of Newberg has an important responsibility to its citizens to carefully account for public funds, manage municipal finances wisely, and plan adequate funding of services and facilities desired and needed by the community.

The purpose in establishing a set of fiscal financial policies is to ensure that the public's trust  is upheld uphold public trust. With such financial policies, the City establishes the framework under which  it will conduct its fiscal financial affairs, ensuring that it is and will continue to be, capable of funding and providing excellent local government services. These fiscal financial policies are  used to develop long-range financial projections and annual budget assumptions.

The Finance Committee Long Range Financial Planning Ad Hoc Committee of the City Council reviewed and approved these policies.  The financial policies will be reviewed by City staff and presented to City Council annually as part of the long range financial planning process.  The objectives of Newberg's fiscal financial policies are as follows:

· To enhance the City Council's policy-making ability by providing accurate information on program and operating costs.

· To assist sound management of the City government by providing accurate and timely information on current and anticipated financial conditions.

· To provide sound principles to guide important decisions of the Council, Budget Committee, and management which have significant fiscal impact.

· To provide a framework for the development and ongoing enhancement of long-range financial planning.

· To set forth operational principles which minimize the cost and financial risk of local government consistent with services desired by the citizens.

· Distribute the cost of municipal services fairly and provide adequate funds to operate desired programs.

· To provide and maintain essential public facilities, utilities, infrastructure, and capital equipment.

· To protect and enhance the City's credit rating.

· To provide public confidence in the handling of City financial matters.

Revenue Policy

· A diversified and stable revenue system will be maintained to shelter the City from short-run fluctuations in any one revenue source.  Major revenue sources will be evaluated annually to assess factors and level of predictability.  Before appropriating unpredictable revenue sources, specific action steps must be identified in advance to address both favorable and unfavorable fluctuations.  Revenue diversification will be identified annually.  Further, each major revenue source will be analyzed to strengthen the diversity of the base from which the revenue is derived.

· One-time revenues will be used for one-time expenditures. The City will avoid using temporary revenues to fund ongoing operating expenditures.  One-time revenues will be explicitly identified to the Council, and potential uses will be discussed publicly.  Recommended uses of one-time revenues include stabilization, early debt retirement, and capital purchases.  Any use of one-time revenue must identify any significant increase in ongoing operating expenses and provide a sustainable long-term revenue plan for those operating expenses.

· All revenue forecasts shall be conservative.  Factors used to discount revenue estimates will also be reviewed annually to ensure that forecasts are not overly conservative.

· All City funds will be safely invested, in accordance with the adopted investment policy and Oregon State law, to provide a sufficient level of liquidity to meet cash flow needs and to provide the maximum yield possible. 

· The City will provide for an equitable sharing of the costs of services by charging the direct beneficiaries fees, which will recover all or a portion of the cost to provide those services. User fees, such as those for water, wastewater, stormwater, ambulance and community development, will be reviewed periodically in accordance with the Municipal Code or the Master Fee Schedule to ensure that related costs are recovered in accordance with City policy.  The Master Fee Schedule will be maintained by the Finance Department and updated annually.  The percentage of cost recovery will be identified and supporting justification will be provided when less than the full cost is recovered through fees.  Direct, indirect, and overhead costs, as well as the cost of capital facilities, will all be considered in calculating full cost.

· The City will consider the possibility of overlapping tax burdens created by multiple taxing districts on City property owners when establishing property tax levels, as required by Oregon State law.

· The City will seek out, apply for, and effectively administer federal, state and other grants that address the City’s priorities and policy objectives and provide a positive benefit to the City. Before any grant is pursued, staff shall provide an analysis that identifies the immediate and long-term costs and benefits to the City and obtain approval from City Council
Operating Budget Policy

· The City Manager will prepare a balanced budget each year on a modified accrual basis where revenues equal or exceed expenses in accordance with state law.

· The City Manager will prepare a structurally balanced budget, in which recurring revenues equal recurring expenditures.  Recurring revenues can reasonably be expected to continue year to year with some degree of predictability.  Revenue sources with a mix of recurring and non-recurring components will be prudently separated to maintain structural balance.  See the Revenue Policy section for further guidance.  Recurring expenditures generally include personnel, materials and services, and asset maintenance costs, while excluding capital acquisition.  The use of non-recurring revenues and/or reserves should not be included in a structurally balanced budgeted.  Exceptions requiring the use of non-recurring revenues to balance the budget for less than one year are permitted providing that a written plan is developed to structurally rebalance in the following year.  The use of reserves to balance the budget should adhere to the Reserve Policy section of this document.

· The City Manager will include in the letter transmitting the Proposed Budget a concise description of how the recommended budget is both legally balanced and structurally balanced.  If the structural balance changes between the Recommended and Adopted Budgets, the City Manager will clearly delineate the changes and the impact on the structural balance of the Adopted Budget

· The Finance Director will prepare regular monthly reports comparing actual to budget for the City Manager and City Council.

· Departmental goals, objectives, and work load indicators will be integrated into the budget.

· Before the City undertakes any agreements which create fixed costs, both operating and capital, the long-term fiscal implications of such agreements will be fully determined for current and future years.

· All costs related to personnel will be estimated and included in long-range forecasts. Cost analysis of salary increases will include the effect of such increases on the City's share of related fringe benefits.

· Assets, which are not part of a major infrastructure system or building and land, including vehicles, computers, major software, and other specialized equipment required for normal work, will be tracked by each department with replacement plans and will depreciate in an equipment replacement fund that results in a stable annual spending level.

· The City will set aside funds annually to replace major assets of general buildings (City Hall, Library, Public Safety Building, Fire Stations). Assets may include carpets, heat pumps, structural repairs, and re-roofing.

· The City will routinely evaluate its service delivery system in terms of establishing efficiency and effectiveness to determine whether a service or program should be provided by City staff or by contract.


Capital Improvement Policy

· The City will prepare multi-year capital improvement plans and a one-year capital improvement budget which will be segregated from the operating budget.

· Future operating costs associated with new capital improvements will be projected and included in the capital and operating budget forecasts.

· The City will determine and use the most effective and efficient method of financing all new capital projects.

· Special funds dedicated for capital improvements will be segregated in the accounting system and used only for the intended capital purposes.

Accounting Policy

· The City will maintain high standards of accounting in order to (1) promote an atmosphere of trust in its financial management system and (2) provide full disclosure of its financial condition. Generally accepted accounting principles (GAAP) will be used in accordance with the standards developed by the Governmental Accounting Standards Board and endorsed by the Government Finance Officers Association (GFOA).

· In accordance with Oregon State law, an independent annual audit will be performed by a public accounting firm which will issue an official opinion on the annual financial statements.

· As required by law, full disclosure will be provided in the financial statements and bond presentations.

· Financial systems will be maintained to monitor expenditures and revenues on a monthly basis.

· The accounting system will provide monthly information about the cash position and investment performance.

· The City will submit documentation annually to obtain the Certificate of Achievement for Excellence in Financial Reporting from GFOA.


Debt Policy

· The City will communicate with the bond rating agencies the Municipal Securities Rulemaking Board (MSRB) and individual lending organizations on a regular an annual basis about its financial condition in order to maintain and improve its ability to borrow money at the most favorable interest rates.  The City’s annual disclosure requirement is based on the Securities and Exchange Commission (SEC) Rule 15c2-12 titled “Continuing Disclosure”.  The City will communicate more frequently to the above entities as outlined in Rule 15c2-12.

· Capital projects financed through bond proceeds will be financed for a period not to exceed the useful life of the project.

· Long-term borrowing will be confined to capital improvements too large to be financed from current revenues and to avoid depleting the capital reserve funds.

· In accordance with ORS 287.004, outstanding general obligation debt of the City at any time is limited to three (3) percent of real market value. This limitation does not include self-supporting debt, revenue bonds, full faith and credit obligations, or water and wastewater bonds.

· Issuance of assessment bonds will be pursued to finance local improvement districts approved by the City Council.

· The City will pursue collection of all assessment payments to protect the general obligation of the City.

· Debt will not be used to pay for current operating expenses unless borrowed funds can be obtained at an interest rate which is lower than the City could earn on its own invested funds (arbitrage).

· Debt issuance should generally encourage the use of a financial advisor.  Debt should generally be issued under a competitive bidding structure rather than a negotiated sale.

· Tax increment financing – Consider adding in the future.  Needs additional review.

· Public-private partnerships – Consider adding in the future.  Needs additional review.

Comments: Recommend overhauling the entire Debt Policy.  Recommend plagiarizing the City of Salem, which is very comprehensive.  I will ask Sandra for a copy and bring back to 

Investment Policy

Long Range Financial Planning Policy
[bookmark: _GoBack]
Reserve Policy [Is this the appropriate name, or should it include “Fund Balance” or “Contingency” in the policy title?]

· Definitions 
· Fund Balance: On a budgetary basis the Fund Balance is the sum of the Contingency Account (unrestricted), Reserve for specific future expenses (restricted), and the Unappropriated Ending Fund Balance (unrestricted). In the Comprehensive Annual Financial Report, it is identified in the schedule titled Statement of Revenues, Expenditures and Changes in Fund Balance – Budget and Actual.

· Contingency Account (unrestricted) – A budgetary account used to appropriate resources that can be used to address events or service needs that were unanticipated during budget development. With City Council adoption of a transfer resolution or supplemental budget resolution, a budget appropriation is transferred from the Contingency Account to an operating program from which expenditures can be incurred.

· Reserve for Future Expenditures Account (restricted) –  A line item requirement which identifies funds to be “saved” for use in future fiscal years, generally for specific, restricted purposes identified by City Council or management.

· Unappropriated Ending Fund Balance (unrestricted) – An amount set aside in the budget to be used as cash carryover for the following year’s budget, providing a cash resource until other revenue is received.  During a fiscal year, state law prohibits transfers from this account except in the event of a calamity or natural disaster.

· Restricted - 

· The City will maintain a cash working capital fund balance equal to or greater than that necessary to cover general operating expenditures or expenses. The reserve will be calculated as based on the adopted annual operating budget. These funds will be used to avoid short-term borrowing, generate interest income, and assist maintaining an investment grade bond rating capacity.

· The unrestricted Fund Balance goal for the General Fund is ___% of current budgeted revenues.  As defined above, 

· The General Fund shall maintain a 120 day cash reserve including contingency and an unappropriated fund balance. 

· Other operating funds reliant on user fees or monthly intergovernmental revenues shall maintain 60 90 days cash.

The City Council has adopted more detailed policies on investments and debt management.
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