BUDGET 2021:
FINANCIAL MANAGEMENT POLICIES
AND ORDINANCE 2020-04




AUTHORIZING PAYMENTS

Background

Staff has identified various opportunities
for enhancing processes and workflows.

A common theme is moving from manual
to secured automated processes.

Expected to be more efficient and effective,
with stronger quality and internal controls.

Initially planned for later in the year; the
time needs to be moved up.

Town auditor reviewed; no concern with 1/C

Ordinance 2020-04

Purpose

The Town is facing new challenges and
this recommended code amendment is to
maintain continuity of operations for
paying Town obligations timely and
accurately, while continuing to adhere to
the Town’s strong set of internal controls.

Effective Date

If approved, it is recommended to waive
the waiting period for Town Ordinances
and be effective immediately.



Table 4: Survey respondents From January 9, 2020

Authorized Check Signers Threshold
Municipality Method
Ci All Check
Phoenix 'ty and City Clerk - - - - - - EC_S
Manager Electronic
T Chief All Checks
Scottsdale Mayor or Teasu.rerf . '€ - - - - - - EC_
Financial Officer Electronic
Tempe Deputy City and Chief Fi.nancial i i i _ i i All Checl-::s
Manager Officer Electronic
Chief Financial All Checks
Buckeye Mayor and City Manager or - - - -
v v Yy & Officer Electronic
Chief Financial All Checks
Yuma (County)  Board Chair and Clerk of the Board  or . - - - - .
Officer Electronic
T D - $25,000
Paradise Valley own or Mayor or Vice Mayor or eputy fown or Town Clerk Requires two
Manager Manager .
Electronic

it "or"

d D T Greater th 25,000
Paradise Valley Mayor an Vice Mayor then Town Manager or eputy Town reater a.n 5
[or ‘ Manager Manual Signature
one o

Most municipalities emphasis their strong internal controls



AUTHORIZING PAYMENTS Ordinance 2020-04

Authorizing Warrants to be Paid by Check or Electronic Transfers; Authority to Sign
Town Checks or Electronic Signatures;. Town warrants may be in the form of checks,
automated clearing house transfers, or wire transfers that are which-shall be-inthe
forms—eof-cheeks drawn on the Town’s bank account or accounts issued by order of the
Mayor and Council and shall be electronically authorized or signed as follows:

1. For any amount that is twenty-five thousand dollars ($25,000) or less, two signatures
(either in ink or electromically) of any combination of the Town Manager, Chief

Finance Officer, Mayor, Vice Mayor, or Town Clerk-are-autherized to—sign—and
countersign.
2. For any amount greater than twenty-five thousand dollars ($25,000), signatures (either

in ink or electronically) by either cheeksshall be signed by-the Mayor and-or Vice

Mayor, e¥; and by-ene-of them with-countersignature-either the Town Manager or the
IsChlef Finance Officer-isrequired.




GFOA DOCUMENTATION On the GFOA website

Complete List of GFOA Best Practices and Advisories (Alphabetical)
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Type: Best Practice
Background:
Financial policies are central to a strateqic, long-term approach to financial management.

community.
3. Define boundaries. Financial policies define limits on the actions staff may take. The policy framework provides the
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FINANCIAL MANAGEMENT

General Overview of

Along with other Council priorities, the
Town’s Adopted Financial Management
Polices are integral in framing the
Town’s financial management including
budgets, financial forecasts and plans.

Staff will “highlight” recommended
policy updates and available for
discussion.

Note: Definitions of Accounting and
Legal terms may vary.

POLICIES

Investment Policy

The Town’s Investment policy is a
separate document that was reviewed
comments on by industry professionals.
But, with the current events and market
conditions, staff efforts are focused in
other financial priorities.

Questions / Clarifications

Council action is tentative with the
annual budget resolution in June 2020.
Time for discussion & feedback will be
available through the budget process.



FINANCIAL POLICIES Operating Budget Policies

1. Ongoing operating expenditures will be supported by ongoing, stable revenue sources.
(Adopted 02/26/2009)

2. Unless designated by Town Council action Rrevenues will not be dedicated for specific purposes unless
required by law, grantor or generally accepted accounting practices (GAAP). Adaea—restrictedrevenues

(Adopted 02/26/2009; Amended TBD)

3. The Town shall not rely on a local property tax to pay for its expenditures.
(Adopted 02/26/2009)

4. The Town's compensation policy shall provide for regular review of salary ranges and include a provision

for merit--based salary adjustments.
(Adopted 02/26/2009; Amended 04/28/2016)

5. Governmental and Enterprise Boperationsag-expenses will not be funded by debt issuance.
(Adopted 02/26/2009; Amended TBD)




FINANCIAL POLICIES Operating Budget Policies

6. Cost recovery fees, where appropriate, may be established, by the Town Council or the Presiding
Municipal Court Judge, to offset the cost of providing specific services. Cost recovery fees—anrd will be

reviewed at least on an annual basis.
(Adopted 02/26/2009: Amended TBD)

7. All non-enterprise user fees and charges for services will be examined annually to determine the direct
and indirect cost of service recovery rate. Recommendations for changes to the fees and charges will be

set for Town Council consideration.—Fhe—acceptablerecoverytrateand-anyassociated-changestouser

(Adopted 02/26/2009; Amended TBD)

8. Enterprise fund rate structures will be reviewed annually to ensure they are adequate for the funds to
remain separately self-supporting, including the costs of operation, capital outlay, debt service,

depreciation, and interdepartmental charges for services where practical and appropriate.
(Adopted 02/26/2009)




FINANCIAL POLICIES Operating Budget Policies

(Adopted 02/26/2009)

9. ShifsinapprepriatiensBudget amendments within a fund ardlamong departments that is less thantetals
net—e*eeedm-g $50,000 may be done administratively on the written authority of the Town Manager—by

(Adopted 02/26/2009; Amended TBD)

10. Budget amendment Pprocedures ferapprepriationstransfers-and the delegation of budget responsibility

shallwill be set by the Town Manager.
(Adopted 02/26/2009; Amended TBD)




FINANCIAL POLICIES Operating Budget Policies

11. Budget amendmentsShifts within a single department apprepriations-between-personnelexpenditures;
expenses—capital-teases—and-phote+radarexpenditures—-may be done administratively on the written

authority of the Town Manager, or Town Manager designee.
(Adopted 02/26/2009; Amended TBD)

12. Electronic funds transfer may be used to pay payroll expenditures and employee benefits previously

authorized by Council or required by law.
(Adopted 02/26/2009)

- {this is dupllcated in the “Capital Budget Polu:les Section}

13. All non-restricted revenues will be deposited in the General Fund and appropriated by the budget

pProcess.
(Adopted 02/26/2009)




FINANCIAL POLICIES Operating Budget Policies

14. When an expenditure / expense is allowed under two or more funding sources, departments shall use

the most restrictive and stringent first and the general fund last.
(Adopted TED]

15. The Town’s Financial Management polices reviewed at least every two (2) years by the Town Manager
and the Chief Finance Officer with recommendations brought to Town Council. This applies even if no

changes are being recommended. All policy amendments shall be adopted by resolution.
(Adopted TBD)




FINANCIAL POLICIES Capital Budget Policies

1. A five-year capital improvement plan shall be prepared and updated each year.
(Adopted 02/26/2009; Amended 04/26/2016)

2. The five-year capital improvement plan will be developed within the constraints of the Town's ability to
finance capital improvements.

2.3 —FhereforetThe ElR-capital improvement plan shall differentiate between those projects which will be
financed from designated, recurring revenues and those which will be financed from #he—future

resourceseapital-projectfund.

(Adopted 02/26/2009; Amended 04/26/2016; TBD)

3-4.0perating costs to maintain capital improvements and any additional resource needs will be estimated

and identified as part of the capital project review process.
(Adopted 02/26/2009)




FINANCIAL POLICIES Capital Budget Policies

4.5.The Town Council mayshal designate revenue sources for financing recurring non-capital
maintenance ea-pn-tal—mmp#e-vement—p;e}eet-s such as street resu rfacmg, in the 5 year financial plan.—Fhese

I{Adopted 02/26/2009; Amended TBD]

5-6.A—separate-Capital projects shall be segregated based on whether they are funded by governmental

funds bond flnancmg, or enterprlse fundseap#a#p#e}eepﬁuﬁd—sha#be—ema%ed—m#uﬂd&aeewmhted—m

(Adopted 02/26/2009; Amended TBED)

6-7.Project appropriations and amendments shall be consistent with the capital improvement plan and must

be approved by the Town Council.
(Adopted 02/26/2009)




FINANCIAL POLICIES Capital Budget Policies

8. Construction sales tax overin-exeesso£50.5 million will betransferredfrom-the-operating-budgetto-the

CR—fund—to—provide—a—dedicated—be assigned to fund capital improvement projects and capital
improvement debt obligations.GHRrfunding:

(Adopted 04/28/2016; Amended TBD)

Z-9.Budget appropriations are only for the current budget year, and lapse at year end. All carry-over amounts
needed to complete a capital improvement project will need to be re-appropriated each fiscal year until

the project is completed.
(Adopted TBD)




FINANCIAL POLICIES Contingency and Reserves

#+—The General, Highway-User
Revea&e—Alarm Flrej'EIVIS and Wastewater Q-peFat-l-ng—Funds shall contain an operating contingency
budgets in—Hshal-be an amount of no less than 1% andefthe-adepted-budgettatalbut no more than

3% of the adopted budget total—Fhe-operatingcontingeneyaceountshall-be and is preferably funded
from current revenues—just—as—any—other—planned—operating—expenses. Use of €Contingency
appropriations that are less than $25,000 and supported by current revenues which-arelessthan 525,000
may be made administratively under the written authority of the Town Managerde-nret+reguiretown

Councilappreoval—Alusesef eContingency appropriations not supported by current revenues must be

approved by the Town Council.
(Adopted 02/26/2009; Amended 02/25/2010; 04/26/2016; TED)




FINANCIAL POLICIES Contingency and Reserves

2. A—An emergency reserve for unforeseen emergencies, such as a significant loss of revenues or
catastrophic occurrences, that impact the Town will be maintained egualte-at no less thanleast 90% to;
but-net-meore-than 110% of theeftheannual-operating-budget{General-and HURFfunds} General fund

and HURF estimated operatlng expendltures for the subsequent flscalw+l-l—lae—ma+nta+ned—'Fhe—a-meu-nt

ShouldA+thetimethe Town Council approves setting the-use-efthe reserve below 90%-willalse-identify

thea time period over which the reserve will be replenished to above 90% will be identified.
(Adopted 02/26/2009; Amended 02/25/2010; 04/26/2016; TBD)




FINANCIAL POLICIES Contingency and Reserves

4.3.  The Town assigns fundsdesiresto-developrew-sinkingfundsto-accurmulatefunds for the replacement

of major Town assets such as streets, facilities, vehicles, major equipment and technology through its 5-
year financial plan and subsequently appropriates the replacement funds annually in each respective

departments’ budget.-
(Adopted 04/28/2016; Amended TBD)

5-4.  Reserves equal to a minimum of 90 days of the estimated subsequent years’ operating expenses will

be malntalned bv each Enterprlse fund#e#ﬁﬂe“ew&g—ﬁuﬂds—AIa;m—Eme,iEMS—and—WaﬁtewaﬂteF

and—m-l-l—b&uaed—ie# in order to promote revenue stablllzatlon and flnance major repairs.
(Adopted 04/28/2016; Amended TBD)




FINANCIAL POLICIES Contingency and Reserves

(Adopted 04/28/2016; Amended TBD)

5. All fund reserves will be evaluated annually for long-term adequacy and designated use requirements in

conjunction with development of the Town’s five-year financial plan._{adopted 02/26/2009; Amended 04/26/2016;
Amended TBD)




FINANCIAL POLICIES Debt Service Policies

1. Long-term debt shall not exceed the Town's resources for repaying the debt.
(Adopted 02/26/2009)

2. CapitaHlease purchasing shalgenerally-should only be used for financing eapital-equipment, ard-land
purchases and building improvements in order to exemptrermove the expenditures from the State

imposed expenditure limitation, or when a lease is more advantageous to the Town.-
(Adopted 02/26/2009; Amended TBD)




FINANCIAL POLICIES Debt Service Policies

3. Bond issuance shall be limited to eapitalimprovement-projects where; issuing bonds is allowed under
Arizona state law and more beneficial to the Town thanteetargete-be financinged withfrem current
revenues or cash on-hand;; or the project is sotee large that payment from current revenues will result

in exceedingte-be-inchided-n the State imposed expenditure limitation.
(Adopted 02/26/2009; Amended TBD)

4. Long-term debt payment schedules shall not exceed the expected useful life of the project.
(Adopted 02/26/2009)

4.5.Designated project staff will annually provide Council and Town Manager a status report of all projects
funded by debt proceeds; including total proceeds drawn, spent and remaining. (Amended T8D)




FINANCIAL POLICIES Financial Reporting Policies

1. The Town's accounting and financial reporting systems will be maintained in conformance with all state
and federal laws, generally accepted accounting principles (GAAP), and the standards of the Government

Accounting Standards Board (GASB) and the Government Finance Officers Association (GFOA).
(Adopted 02/26/2009;: Amended TBD)

2. A budgetary control system will be maintained to ensure compliance with the budget —Menthly+reports
. o udsat, All
departments will be provided direct electronic access to their budget and actual expenditure information.

als - - CL] - als il Wl Wi - afa alm RAT-Ta' ey o - aa alafafalaalela - ale -

2-3.  Q&Quarterly financial reports will be distributed to preparedforCouncil, the Town Manager and all

departments for review-ferreview.-
(Adopted 02/26/2009: Amended TBD)

3-4.  Financial systems will maintain internal controls to monitor revenues, expenditures, and program

performance on an ongoing basis.
(Adopted 02/26/2009)




FINANCIAL POLICIES Financial Reporting Policies

4.5.  An annual audit will be performed by an independent public accounting firm, with an audit opinion

to be included with the Town's published Comprehensive Annual Financial Report (CAFR).
(Adopted 02/26/2009)

6. The Town's CAFR will be submitted annually to the GFOA Certification of Achievement for Excellence in
Financial Reporting Program. The financial report should be in conformity with GAAP, demonstrate
compliance with finance related legal and contractual provisions, disclose thoroughness and contain

sufficient details suffieierey, and minimize ambiguities and potentials for misleading inferences.
(Adopted 02/26/2009)

7. The Town will use the same accounting basis for budgeting that is used to prepare its annual audited

CAFR, and Annual Expenditure Limitation Report.
(Adopted TBD)




FINANCIAL POLICIES Financial Reporting Policies

8. Effectiveduby1-2012 and-thereafter, The Town’s budget will be submitted to the GFOA Distinguished
Budget Presentation Program. The budget should satisfy criteria as a financial and programmatic policy
document, as a comprehensive financial plan, as an operations guide for all organizational units and as a

communication device for all significant budgetary issues, trends and resource choices.
(Adopted 02/25/2010; omitted 04/28/2016; restated TBD)

9. A Strategic Revenue Plan will be integrated with the Town’s budget process. This will provide analyses
of specific revenue trends, their basis and how likely risk factors could influence their performance and
would impact the Town’s governmental operations, obligation repayments and capital improvement
plans in adverse economic conditions. Town Management will monitor revenues and provide Town

Council notice if any revenue trend or risk indicator signal an onset of materially adverse conditions.
(Adopted 06/13/2019; Amended TBD)




OTHER PRIORITIES

RESOLUTION NUMBER 2016-19

A  RESOLUTION OF THE TOWN OF
PARADISE VALLEY, ARIZONA, DECLARING
THE EXPEDIENT RESOLUTION OF THE
PUBLIC SAFETY PERSONNEL RETIREMENT
SYSTEM (PSPRS) UNFUNDED LIABILITY A
PRIORITY;

WHEREAS, the Town has a PSPRS unfunded liability exceeding $18 million; and
WHEREAS, the Town is assessed an 8% annual fee on any outstanding balance; and
WHEREAS, the State Legislalure amended state law to correct the structural issues which
would generate future increases to the unfunded liability; and
WHEREAS, the Town Council has established a Council goal of a long term balanced
budget; .

NOW, THEREFORE, BE IT RESOLVED BY THE MAYOR AND COUNCIL OF
THE TOWMN OF PARADISE VALLEY, ARIZONA THAT:
The expedient resolution of the PSPRS unfunded liability is a Council priority. Tt is the

Council’s intent to pay off the liability as quickly as reasonably possible. The Town will

plan through its budgeting processes to pay the unfunded liability over a three-year period

STRATEGIC INITIATIVES

SION-
|-f e et etrioren

The Town of Paradise Valley makes every effort to enhance the community's unigue characier for iis
residents and people from around the word.

The Town of Paradise Valley provides high quality public services to a community which values imited
govemment.

P VALUES:

Professionalism;

High quality customer service;
Teamwark;

Respact;

Accountability;

Transparsncy; and

Respact for Town Hertage.

= STRATEGIC INITIATIVES:

Diligently presanie the special charaster of Paradize Waley by enforeing the land use polisies
identified in the Town's General Plan, Town Codes and SUP agreements

Continuously provide high guality publie safety services for Town residents and visitors
Regulary invest in pubbc facility and infrastructure projects

Conscientiously manage the Town's financial resources

Consistently identify opporiunities to create and promote 3 more susiainable community

A
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OTHER FINANCIAL POLICIES

Policies in Development

» Investment Policy updates
» PSPRS funding policy (ARS required)
» PSPRS UAAL reserve policy

» Staff’s recommendation is to align the
financial management policies to the
GFOA recommended structure.

Council Direction

Council Direction

Council action is tentative with the annual
budget resolution in June 2020. Time for
discussion is available through the budget
process.

Quality Review

In January and February of 2020, The
Town’s recent independent auditing firm
had reviewed, provided comments, and
did not have accounting, financial
reporting or internal control concerns.
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