CITY COUNCIL OF THE CITY OF OXNARD
RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF OXNARD
ESTABLISHING FINANCIAL MANAGEMENT POLICIES

WHEREAS, the City Council wishes to establish financial management policies to be
followed in the development and implementation of the City budget.

NOW, THEREFORE, the City Council of the City of Oxnard hereby resolves that the
following policies will guide the development and implementation of the City’s Operating and
Capital Improvement Project Budgets.

I.  OPERATING BUDGET POLICIES

A. Budget Guidelines

1. The City Council will approve a multi-year revenue and expenditure forecast,
which will provide parameters for the budget development process.

2. The budget process will include the development of a balanced two-year budget.
The two-year budget will include an approach that City Council approves
appropriations for a one-year operating budget and capital improvement plan.

3. The budget will be organized in a department/service level format.

4. The budget development process will include the identification and evaluation of
policy options for service levels. However, the adopted budget will include only

those policy options approved by City Council.

B. Appropriation Priorities

1. In evaluating the level of appropriations for department enhancements, or expense
reductions, staff will apply the following principles in the priority order given:

a. Essential services that provide for the health and safety of residents.
b. Adeguate ongoing maintenance of facilities and equipment.
c. All other services.

2. When reductions in personnel are necessary to reduce expenditures, to the greatest
extent possible this will be accomplished through normal attrition.
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C. Supplemental Services

- The City Council may budget for certain services that may also be provided by other
governmental agencies or the private sector. The provision of these services will be
based on a demonstrated community need or benefit over time. When appropriate,
these services will be supported in whole or in part by user fees.

D. Appropriation Changes

1. Changes to the City Council adopted budget for the fiscal year shall occur as
follows:

2, By City Council action for all changes that either increase or decrease fund
appropriations adopted in the annual budget appropriation resolution.

3. By the City Manager for appropriation transfers between departments within a
fund.

4. By the Department Director for appropriation transfers between programs, as long
as funding is available in the department as a whole.

1I. CAPITAL IMPROVEMENT BUDGET POLICIES

A. Capital Planning Period

1. Staff will budget all capital improvements in accordance with an adopted Capital
Improvement Project (CIP) Plan.

2. The City’s long-range capital planning period will be a minimum of five years, or
longer where appropriate.

3. The Five-Year Capital Improvement Project Plan will be reviewed and approved
by City Council every other year. City Council will approve appropriations
annually.

4. The CIP Plan will be in conformance with and support the City’s major planning
documents: the 2020 General Plan, project specific plans, and Citywide master
plans for related infrastructure improvements.

S. Staff will prepare strategic plans and master plans for major infrastructure and
utility improvements with a 10- or 20-year planning horizon when appropriate.
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B. Capital Project Priorities

1.

Staff will evaluate and prioritize each proposed capital project against the
following criteria:

a. Linkage with community needs as identified in the City’s major planning
documents,

b. Cost/benefit analysis identifying all financial and community impacts of the
project.

c. Identification of available funding resources.
Staff will develop the CIP Plan with funding priorities in the following order:
a. Projects that maintain and preserve existing facilities.

b. Projects that replace existing facilities which no longer meet the needs of the
community or that can no longer be maintained cost effectively.

¢. Projects that provide new and expanded services to the community.

C. Capital Proiect Management

L.

The City Council will fund and manage capital projects in a phased approach.
The project phases will become a framework for appropriate decision points and
reporting. The phasing will consist of:

a. Conceptual/schematic proposal

b. Preliminary design and cost estimate
c. Engineering and final design

d. Bid administration

e. Acquisition/construction

f. Project closeout

Each capital improvement project will have a project manager who will prepare
the project proposal, ensure that required phases are completed on schedule,
authorize payment of expenditures approved as required by the City’s Purchasing
Manual, ensure that all regulations and laws are observed, periodically report
project status, track project expenditures and perform the project closeout
according to current procedures.
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II1. REVENUE POLICIES

A. Maintenance of Revenues

1. The City Council will attempt to maintain a diversified and stable revenue base to
shelter the City from short-term fluctuations in any one revenue source.

2. The City Council will promote an increase in the City’s revenue base through
economic development programs that maintain and enhance a vigorous local

economy.

3. The City Council will seek to supplement the City’s revenue base through the
identification of and application for State and federal grant funds, which will

support identified needs.

B. User Fees and Rates

1. The City Council will attempt to recover the costs of services providing a private
benefit to users through the imposition of user fees and charges.

2. The City Council will establish all user fees and charges at a level related to the
direct and indirect costs of providing services and the degree of public versus
private benefit.

3. Staff will recalculate annually the full costs of activities supported by user fees
and rates to identify the impact of inflation and other cost increases.

4. The City Council will set fees and user rates for each enterprise fund (e.g., water,
wastewater, solid waste) at a level that fully supports the total direct and indirect

costs of the activity.

C. Revenue Collection

1. Staff will take all cost-effective actions available to collect revenues.

2. Staff will grant use fee waivers and debt forgiveness under the following
conditions:

a. All requests will be approved or disapproved by the City Council on a
case-by-case basis.

b. Each request will be considered and City Council action will be by resolution.
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c. All categorical fee waivers will be subject to a sunset provision as determined
by the City Council.

3. Staff will not grant development and permit fee waivers.

D. Interest Earnings

I. Staff will assign interest earnings to the General Fund unless specifically
prohibited by State or federal laws or by other regulations, covenants or
agreements, with the exception that staff will assign inierest earned to the
following funds: enterprise funds, internal service funds, and development funds.

2. Investment policies will be reviewed annually by the Investment Review
Committee and the City Council. '

IV.  RESERVE POLICIES

A. Adequate reserves will be maintained for all known liabilities, including payable
employee leave balances, workers’ compensation, and self-insured retention limits.

B. The City Council will endeavor to maintain an operating reserve equal to 18 percent
of the General Fund operating budget. The operating reserve shall be available to:
cover cash flow requirements; meet unanticipated revenue shortfalls; take advantage
of unexpected opportunities; invest in projects with a rapid payback; ensure against
physical or natural disasters; and provide interest earnings.

C. The City Council will endeavor to maintain operating reserves in the Water and
Wastewater Utility Enterprise Funds equal to 25 percent of the operating budgets, and
reserves in the Solid Waste Enterprise Fund equal to 9 percent of the operating
budget.

D. Staff will review the amount of the reserve requirement annually and City Council
may increase the reserve by the amount necessary to meet future identified, one-time
needs, and specific expenditures requiring the accumulation of funds over a given

period.

V.  DEBT POLICIES

A. Use of Debt

1. Any tax and revenue anticipation borrowing will be consistent with State and
federal laws and regulations.
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2. The City Council will review the issuance of long-term debt only for:

a. Construction and acquisition of land, capital improvements, or equipment
when the useful life of the asset is equal to or greater than the term of the debt.

b. The creation of contractually-required reserves.

¢. The payment of judicial awards or seitlements or the establishment of
actuarial reserves to pay such awards.

3. Debt financing will not be appropriate for current operating or maintenance
expenses or for any recurring purposes.

B. Conditions of Use

1. The City Council will use long-term debt to finance a major equipment
acquisition, a capital project, or reserve only if a cost/benefit analysis establishes
that the financial and community benefits of the financing exceed the costs.

2. Benefits can include, but are not limited to, the following:

a. Present value benefit: The current cost plus the financing cost is less than the
future cost of the project or acquisition.

b. Maintenance value benefit: The financing cost is less than the maintenance
cost of deferring the project or acquisition.

c. Equity benefit: Financing provides a method of spreading the cost of a project
or acquisition back to the users of the project or acquisition over time.

d. Community benefit: Debt financing of the project or acquisition enables the
City Council to meet an immediate community need.

3. Debt financing will be used only when project revenues or other identified
revenue sources are sufficient to service the debt.

4. The City Council by resolution will periodically establish industry standard bond
debt ratios to assess maximum debt carrying capacity and will apply these ratios
to each proposed debt.

5. When the City obtains debt financing on behalf of or benefiting a third party (as
with assessment districts) such debt will be issued in conformance with existing
City Council priorities and policies without contingent liability of the City and
with all costs of issuance and administration fully reimbursed by the third party.
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C. Methods
1. Staff will retain the following contract advisors for the issuance of debt:
a. Bond Counsel - To be selected by RFP periodically.

b. Special Counsel - To be selected by RFP periodically to protect the City’s
interest in complex negotiations and document review.

¢. Underwriters - To be selected periodically by RFP for negotiated financings.
For bond issucs that are competitively bid, underwriter will be selected on the
basis of lowest true interest cost (T1C).

2. The City Council’s preference is to issue fixed-rate long-term debt with level debt
service, but variable rate debt or other debt service structure may be considered if
an economic advantage is identified for a particular project.

3. Bond proceeds will be held by an independent bank acting as trustee or fiscal
agent.

4, The City Council’s minimum bond rating objective for the City for all debt issues
is a Moody’s and Standard & Poor’s rating of A (upper medium grade). Credit
enhancements will be used to achieve higher ratings when there is an economic

benefit.

V1.  ACCOUNTING POLICIES

A. Accounting Standards

1. The City’s accounting systems and procedures will comply with the Generally
Accepted Accounting Principles (GAAP) and standards promulgated by the
Financial Accounting Standards Board (FASB) and the Governmental Accounting
Standards Board (GASB) to the extent necessary to achieve an unqualified audit
opinion and adequate internal controls.

2. The City will adopt the Historical Cost method of fixed asset reporting to comply
with GASB and the capitalization policy will be $5,000 or more.

3. Staff will prepare regular monthly, quarterly, and annual financial reports to
present a summary of financial performance and position.

4. Staff will provide full disclosure in the annual financial statements and bond
representations.

5. The City’s budgetary system will be integrated and compatible with the
accounting system.
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VIIL.

B. Independent Auditor

1. The City will retain an independent certified auditing firm to annually conduct ah
audit of the financial records in accordance with all State and federal

requirements.

2. The selection of the City’s audit firm will be by an RFP submitted to a limited
number of qualified audit firms with recognized credentials in municipal auditing.

3. In order to promote continuity in the audit process, the engagement of the audit

firm will be for a minimum period of three years. Such three-year engagement
may be extended on an annual basis at the option of the City Manager.

RISK MANAGEMENT POLICIES

A. The City will maintain a risk management program for public liability, workers’
compensation, and loss of property exposures. This program will emphasize
avoidance of risk, whenever possible, funding for losses which cannot be avoided,

and transfer of risk to third parties whenever appropriate.

B. The risk management process will include the systematic and continuous
identification of loss perils and exposures, the analysis of these perils and exposures
in terms of frequency and severity probabilities, the application of sound risk control
procedures and the financing of risk consistent with the City’s financial resources.

C. If the loss potential in dollars for a particular risk is substantial and cannot be
absorbed within the City’s annual operating budget, the staff will develop and
maintain a program of purchased insurance, funded self-insurance, or debt.

D. Staff will endeavor to promptly settle justified claims but will vigorously defend
claims which are doubtful, frivolous, or unsupported.

E. Staff will maintain separate self-insurance funds to identify and segregate the
financial resources necessary to cover insurance premiums and self-insured

retentions.

1. Revenues into the insurance funds will be generated by charges to operating
programs allocated to reflect loss experience.

2. Resources will be established at the end of each year to fund liability for open
claims, incurred but not reported claims, and a catastrophic loss reserve as
periodically recommended by an independent actuarial consultant, or as
authorized for GAAP.
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F. To assist in the overall administration of the risk management program, the City
Council wiil utilize the following consultants:

1. Claims adjuster for workers” compensation and public liability/property damage.
2. Claims auditor, actuarial consultant, and risk management program auditor.
3. Insurance broker of record.

PASSED AND ADOPTED on this 7™ day of July, 2009, by the following vote:

AYES:

NOES:

ABSENT:

Dr. Thomas E. Holden, Mayor

ATTEST:

Daniel Martinez, City Clerk

APPROVED AS TO FORM:

Pl s

Alan Holmberg, City Attor?éy
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