User’s Guide

Budget and CIP Guide

Purpose of an Annual Budget

The basic purpose of the City of Sunta Clarita's
budget is to serve as o "blueprint” for providing
City services amd o working financial plan, as
well as providing o communication tool Tor City
residents, businesses, and employees.  The
document 15 specifically designed 1o provide
clear and accurate informution fo the communiny
with respect 1o how its local government is
organized and operates. The five-year CIP
provides o comprehensive  capital  planning
document and o context for finlure capital budger
allocations,

The City of Samtn Claria’s Municipal Code
reguires the City Manager (o present a balancedd
budger, m which ongoing revenues mutch or
cxceed  ongoing  expenditures, 10 the City
Council each weir,  This docament aotharmzes
appropriations or cligible expenditures Tor the
City’s fiscal year, which runs from July | o
June 30 of the following yeur,

Budget & Five-Year CIP Preparation

The budget s propared cach year by the Cay
Manmager's  OdiTee and  the Administrative
Services Department, i cooperation with other
City departments and  other agencies  which
receive public Tunds. The five-year CIP s
prepancd  cach  yvear by the Public Works
Department, the City Mapager's Office, and the
Administrative Services Department.  The CIP
preparation process hus been integrated into the
budaet process.

In January of every year, each department is
presented with a Budger Preporetion Credde, and
the Finance Division  provides  estimated
revenues for the coming year, as well s year-
end projecied revenues for the currend  Tiscal
vear.  Department éxpenditure and CIP requests
are preparcd reflecting these projected revenoe
trends and estimutes, In March, the depariments
then submut their proposed budgets and reguests
for the coming fiscal year 1o the City Manager,
Budget review is the responsibility of o Budget
Tewm. In March vl April, the City Manager's
Office analyzes each mdividual budget and
either npproves, denies or revises the requested
Fumdding ammsnis,

The final product becomes part of the drall,
proposed - Annual  Budget & Five-Year CIP
dacument presented 1o the City Council,

The City Council hos appointed o Council
Budget Subcommittes  that  meets  regularly
during the bodget process.  Budget  siody
sessions are conducted with the City Counacil
during the months of Jonuary through May
Citizens huve an opportunity 1o comment on the
dralt document during public hearings.  During
the budgel stwdy  session  and  the public
perticipation period, the droft Anmol Budeet &
Five-Year CIP document may be revised or
amended 1w reflecy spending priorities thal muay
differ  from  those  presented in the  drafi
document,  The linal Annual Budger, with the
cormesponding  CIP Budget, s mlopted by
resolution of the City Cooneil and takes effect
on July 1. Once adopted, the City of Santa
Clarita has o new operating budget and Tiscal
pan for the coming year and o five-year plan for
capitul spending,
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Below is & enlendor in which the process of planning and preparing the Annunl Budgel and Five-Year

CTP Doscument s outlined:

Hudget Calendar

20408- 2009

December 4 »  Budget Kick-Off Meeting

February 15 o Final Budget Package Budget due

Murch 3 o Coupcil Budget Subcommittee Meeting

Mlarch 4 o Joint CouncilfPlanning and PRCS Commissions Budget Study Session
March 4-10 o Department Budgel Discussions

Murch 11 o« Capital Inprovement Budgen Funding Meeting

April 6 *  Budget Study Session

May 6 *  Council Budget Subcommittee Meeting

Miay 28 o Council Budget Subcommittee Meeting

May 28 =  Hudget Sty Session

June 3 & Budget Presentation o Planning Conanizsion

June 3 & Budget Presentation 1o Parks, Recreition & Comm. Services Comamission
June 10 e Public Heanng of Formal Annual Budget CIP, and CDBG

June 24 o Adoption of annual Budget, CIP and CDHRG

Level of Control and Changes to Adopted
Budget

Froom the effective  date of the boedget, e
amounts staled  ws proposed expemdilures
Pt appropriations  Tor the vanows  Ciny
departments and capital improvement projects.
These formal budeets are employed as o
management control device during the year for
the Geperal BEesenoe Fund and  all  Special
Kevenue Funds,  The City hoas  preparcd o
Pim=rbeim detil, which Tists cach acceount group
within each of the three expenditure cutegories.
This anmiil  budget  format s odesigmed o
provick o more comprehensive managemwent and
Fiscal planning system to i o the achoe vems:m
of goals and objectives ot the operationad levels
consistent with the City Councils policns,

Sadcliviomal expenditures for capitil outhivy e
must be approved by the City Manager and City
Council,  Funds sappropriated  for salaries and
benefits may not be expended for any other
purpose  without  the approval ol the Ciy
Munager. The City Manager may transter lunds
withon andd Petween progrie and dhepuermse s,
Incresses to the Travel & Trining or Legul
Services line mems require appeovial of the Cily
Munaguer or designec.

Budgetary  control,  the  level ot which
expenditunes connat legally  exceed  the
appropriaied amounl, §s exerciscd oal the
cutegory level,  Admimistrative policies provide
puidelines  on  budget  trankfers and  the
nuthorization necessary o implement transfers,
Ciengrally,  there: are iwo (ypes of ke
transfers:

Hoddvet Adjustment: This s a transfer than does
mil chage the fotal approproacted oot witki
o fund ond docs not reguire Council action.
[repencling vpon the budger category alffected by
the transfer, approval may he granted at the City
Mliruger leved,

Drepariment heads have discretion 1o sgapportion
fomds between  certpin hme dems within a
program but mey not cxcecd tolal appropriated
amwinis Foresch cofegory,

Bidger Amesdmenr: This s an adjustment o
the total appropriaed. amown within o fod
which was not inchuded in the onginal budget.
These  supplemenial — approprinlions  meguine
formal action by the City Counneil,
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Types of modifications can be categonzed ax
follows:

»  Unanticipated revenue, which was  not
projected  in the  budget, may  be
appropriated by Council for expenditure in
thi yoar received.

o Prior year reserves or fund balances may he
appropriated to fund items not previonsly
melwled  in the adopted  bodger,
Reserves/fund balunces exceeding minimum
amaounts required by administrative poliches
may he appropristed if i is determined (o be
in the best anterest of the City, The City
Council must alsa appropriate peserves in
cuse  of  emergencies  or unusual
cireumstances,

»  Tronsters between funds neguine  [ormal
action by the City Council,

Unexpended appropriations sutomatically lapse
ab the end of the Necal vear, and are icluded
the ending fund balance calculations within cach
T,

Document Organization

Introductory Sections

The first three sections of the annual budget
document provide an nroduction dnd vervicw
of the Anousl Budget and Frve-Year CIP
preparition process and contents.

The City Munagers Trnsmittal letfer 1o the
City Council outlines the key contents ol the
Fiscal  Year Buodget and  the Capital
Improvement Progeiam, The Fiscal Bealth of all
the fund types, as well ns the City as a whole, is
inlso discussed.

The summarnes provide  on essy-to-rewd
eoverview  of  the  City's  mevenuwes  amd
expendituncs, while this User's Guide provides
o inteoluction o the City of Santo Clarita amd
an explanation of how to use this document,

[1 s dimporiant toe node that the City's nevenus
estimates muke mssumptions based on octual
experience and cument knewledee of impending
circumstanees.  Expenditune requests, in tum,
reflect these assumed revense trends,

Department Budget Sections

The next nine sections represent the main hody
of the Annual Badget, These sections contain ol
five City departments, Public Safery, Cily
Attorney, and the Santa Clanta Redevelopment
Agency budgets,  Each of these sections begns
with an overview of the depamment and budget
sumnurics.  Eoch program has a namative page
outlining  the pogram’s purpose,  primary
activities, poerformance goals, and performandce
IEHALnS,

Five-Year Capital Improvement Program
sections

These sections contain  detailed  information
shaut the capitnl improvement projects that the
City plans o initete over the next five yoars.
Each project anformation  sheet inclsdes the
project mume, number and location (written and
vismal), a brief deseription of the project, w
stitement of justilication, and a breakdown of
project costs by typical expenditure category,
arl 2 breakdown of project Tunching by source.
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The following 15 an example of x department’s Example of o Program Budget:
program bucget, and o CIP project information
sheet follows.

Personnel

BOLON D Reguiar Employees HO.0¥0
SD02.001 Par-Tima Employseas 16,100
G03.001 Crarlima 1500
5011.001 Health & Weiare 40,130
G011.002 Lile Ingurancs 116
011,083 Long-Tarm Dhzability Inswanca & 3545
011,004 Medicare B850
S011.006 Warker's Comgansation 1,733
s011.00 PERS 78,570
5011.007 Dwlarmad Compansalion 16,5
5011.008 Unemploymend Taxes 2160
Tadal Persamnned Tra 430
Operations & Mainienance E)

5101.001 Publications & Subscnplions 4,9
5101001 Traved & Training Hﬁ.ﬂﬂ
5101.002 Mambership & Dues &4
51910081 Educatan Renmbirssimant ERATE
5181004 Aulo Alowancs & Mdaaps 13,020
F100.003 O Suppiies a.730
5101.004 Prinkng b,.405
5101.005 Postags 1,155
F161.004 Advertsang 25, 00N
5111000 Specaal Supphies 500
5181005 Promobon & Pubiicity 2,100
L1311 003 Telaphona LRily 1600
51681 004 Contreciusl Servicas 2070
E161 002 Prolossionnl Serveces 181000
5161 006 Graphe Design Seevicas 35000
B161.100 Legal Seraces B0LCO0
Total Cparations & Maintenancs 4] 423810

O Account Caode; The first four numbers
indicate  the  department  and division!
subdivision, The =ecoml =et of three numbers
irlicates i spectlic line en,

8 Appropriation for fiscal year.

& Category: The budget is divided imo three
CAleEnrics; Persenmel, Chpernlions &
Maintenance, omd  Capital  Qutlay. Fach
department @5 tequired 1o stay  within  the
category allocation. (The City Council prograom
dloes nod have o Capital Outlay ciatepory.

@ Houpm Line: Total appropriation for the
budget progrom.
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Capital Project Information Guide:

Project Mame: CROSS VALLEY CUSECTOR (0O Gl CLONURE: 1-5 Ty CoiRPERIILL DRIVE O Froject Sumbsr: 510000

Project Lovation:
Newhall Banch Froasd
Frona 1-5 g Cuppert Hill
| v,

Lheseriptiom: Thies oot will design and comsimict an exienston ol Meschill Ranch Bl Tronn Coippredsdll Dirkyve i 125 (e Cioss Valley
Comnisctor s This eipledane rosdeay wall include bndscaped aalisen, parkaays, ol Clies | bigscle path,

Jnstilicatinn: Tha CWE will provide fir o mch sl aea-aost commlin allovinimg congeatson abmy Seledmil Cangos Rl The O9C
wtlll silee ol cribamond socss e cxisiag aml planied comiiercial aied Pelisirial nisees imthe Valenein aren. e lsding ihe
|:|I_J| bl When cosnpsicis, this ronine sl ks proiaily adliltinnl Taews Y CIHINCCE s 5 SHe X amd B 5,

l'rlljll_'t Siwiust In Pooegdss 'T\'Fnr“hll.rlﬂ: Piililsg Woaks !'miﬁ!t ?I-Tlll.l.lﬂt‘l‘. Lt My
B Projoct Ueal Ext. (30
ol Canepsy: i YVienrs 2T 2 i HEe- 10 ag-11 11-13 Windsil
Eavimsanienil i % 5 k! L S 5
|h,'h1|_||l|'|"l.I'| 1Rl KHkELEN) JHHLLEKI
Wi hi-CH - Wy AT | 1,074, 54
CUREIUCLTHE T,TLEATH FE T 21 AN
Insgrecrion & Aabmin L F (MR AN FAHLIHHY
Limmlinpency JIMEHND FIKLIAE] ECERETE N MM LM
Tolul Ciespaz 0 AdHBEAT % RAMATR & BT IDTAT % % b 5 20217534
B ruject Funding:
Faiindiii= Sy Pelivr Yenrs BOINT- 1 PR 20t ik IS 1-1 Tl
H&ET - Vakiwia h ] LT T e T AAAFARS & S b & 5 R LES SHED
Fediers] Ciraem-ST1 b TR SL2AHN
P 0, Ciramt 239 [ELR TR Mo AHE ERL R L AN
e velopor Lo, LAET 12T
Fediral Appropriatis W] N ] 07
Prity Fomiling 12,5979, 1K) [EALIRIRECA
Tastal Carstsz £ N4E0H4] 3 HAMLETR S 020w 8 ! ¥ LTSN
lenguict um Crperaiinmes: Unfenissn ar ibss sime. Postcoonsmmaction tepacts inclnde ivoneases o olality, slrcet sugeping, nwdseaping aind naahias

i Bikwary il maimicnanes cosix.

@ Project Mumber: 51000 5 = Cabcgowecl Tocation of cupsial ot
| = Tl amcaool e City im wiich ha project b= leepled
Wil = Thi! fisslpeinzl P il Lassiginsl in sl .'|.|.|H||u1|_! [TENTERATN
Uategory Allresiibansg Areind
B =  Hemislcation & Laslsemping I Inoelligenn Transpomarion Syaems 1= Linywidke
o= Uircolstiz K o=  Maineomasy 1 = Walimkia
17 =  FHisrpency P o= Rk & Recruism T = Niewhall
I = Resommee Managennl £ Chnservisn 5 = St & Heslpes Uos ainyen Chirinlny
= Facililes & Hoiklings T = Teils4& Teansa) b= Mg
8 Project Unst Esl, (35 This asca sl gt of e cosds of 1B prodect b sear aml s pendhiiene cageshwy

B Provjecy Punding: This arca shows e detal ol the esiimaied cosis of the prajest by sear aml by Dinading sounce.
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Budget Guidelines & Principles

City Government Reporting Entities and Services

The budget includes all of the funds and nocount groups of the Cily of Santa Clarita. The
City provides the following municipal services either directly or through contracts with
the County of Los Angeles or private entities:

s Building Permit/Plan Approval *  Plannmgffoning

s  Community Development s Public Safety { Police/Fire)
#  Emargency Sarvices s Recreation Services

* [Engineering = Sireet Mainenance

o Purks & Trails Maintenance o Transit Service

Financial Structure

A

I8,

Accounting Svstem amd Budpgetary Control

In developimg and evaluating the City"s aecounting systems, considerution is given 1o the
acleguacy of intemul accounting controls.  Inlemal sccounting controls are designed o
provide reasonable, but not absolute, assuranee regarding: 1) the safepunnding of assets
against loss from unmithorsed use or disposition; and 2) the rehability of Tinancial
records for prepanng financial stafements and maintaining accountability for assets, The
comcept of reasonable assurnnce recogniees that: 1) the cost of @ specific control featun:
should not exeeed the benelits likely 1o be derived; and 23 the evaluation of costs and
bemefits reguire estimates and judgments by numagement.

All evathetions of the City™s system of internal control will continue to occur within the
above framsework,  The City™s internal accounting controls adequately safeguand assets
andl prowvide reasonable assuranee of proper recording of lnancial transasctions,

Fund Descriptions

The: City’s nccounting reconds ang arganied and operite on o “Tumd™ basis, which 1s the
haasic liscal accountimg entity in governmental accounting.  Each fund i designed by

fund type and clussification:

*  Governmental Funds - Geneml, Specinl Revenue, Debi Service and Capital
Projecis

*  Proprictary Found - Enterprise and Internal Service
o Fidwciary Funds -Trost and Azency

o Aceount Groups - General Fixed Assets and General Long-Term Debi
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[ et Grovernmental Fumds

Governmental Fonds are used to aceount for the City's expendable financiol resources
and related corrent liabilines, except Tor those sccounted for in proprictary funds, The
basie linancial stitements necessary 1o fairly present financial position and operating
results for governmental funds are the balunce sheet and the stalement of revenoes,
expenditures, and changes in fund balance, Governmental funds are mamtaimed using
the modified accrual basis of accounting.

o General Fund - accounts for all the genemal revenue of the City not specifically
levied or collected For other City funds, and for expenditures related to the rendering
of general services by the City,

o Special Revenue Fund - accoum for the procecds of specilic revenue sources that
e pestrected by low or sddministribive action for specified purposes,

¢ Debt Service Fund - account for accumulation of resources for, and payment of,
interest amd principal on long-term debt,

»  Cupital Project Fond - accoumt for financial resources used for the acquisition or
construction of major capital facilities (other thun those finunced by proprictary

Fuinddsh.
. Proprictary Funds

Gencrally acoepted accounting principles applicable oo private commercial busimess are
applicable o propretary funds of a governmental entity, The acerual basks of accounting
is utilized.  The meassurement Tocus is based upon o deternmnation of nel meon,
fimancial position und cish Nows,  Accordingly, basic financial siatements are reguired,
such as balunce sheet, sttement of revenues, expensces and changes i retained earnings
(befecit), amd the statement of cash fows.

s« [Enterprise Fond - pecounts for operstions that are financed ond operated in a
manner similar (o private enterprises, where the mient of City Council is thot the cost
andd expense, ingluding depreciation and amonization, of providing goods or services
to the peneral public on o continuing basis be financed or recovered  primarily
through wser charges, or where periodic determinmion ol revenues camed, expenses
incurred andfor nel income s appropriaste for capital maintenince, public policy,
mEtnagement contrel, secountabiliny or olher purposes,

o [oternal Service Fond - gccount Tor octivities involved in rendering services 1o
departments within the City. Costs of materials ond services used ore accumubated
these funds and are charged 1o the dser depariments as such zgoods are delivened or
servioey rendered,

E. Fiduciary Funis

Fiducrary Funds are mumtamed 1o sccount Tor assets held by the iy in oo trostee
capacity for mdividuals, private organizations, other governments and other funds,

=  Expendable Trust Fund - sccount for assets and activitics restrcted 1o specific
purposs in accordance with a trust agreement.

»  Agency Funds - sccount for assets held by the City ss an agent for the City
employees deferred compensation plan and assets held by the City os agent for the
Community Facilities District 92-1,
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E. Avccounl (roups

Account Groups are used 1o establish accounting comtrol and sccountabiliny for the
City's general fixed assets ond general fong-term debd.

&  General Fixed Assets Account Ceredaup - account for long-terim assels of the Oy,
exeept for those accounted for in proprictary Fund types.

o  General Long-Term Account Growp - sccount for long-term debt of the Ciy,
except for debt uccounted For in proprictary fund types.

1.  Budget Policies and Procedures

A Paslicy

The City Manager shall submit a proposed budget 1o the City Council each year, I s the
stated policy of the Council and City Manager that ongoing revenues malch or exceed
ONEOINg appropriation.

. Budgel Basis

The budgets of geneml government type funds {Tor example, the general fond itsedf, ind
gas twn fundsy are prepaved on g modified accroal basis. Briefly, this means that
obligations of the City are budgeted as expenses, but revenues e recognized only when
mieasnrable and available.

The Comprehensive Annual Financial Report (CAFR) shows the status of the Ciry's
linances on the basis of “generally sccepted accounting principles” (GAAPL  In most
cises this conforms o the way the City prepares the budget, One exception is the
treatment of compensated absences.  Compensated absences, ncluding acerued bt
unused holiday, administeative leave, compensatory time and sacation leave, are treated
slightly different in the budget than in the CAFR.

L4 Responsibiliny

The deparimsent heads are responsible for preparing their budgets in accordance with the
guidelines provided by the Ciy Manager and Budget Officer,  The Administrative
Servives Departmsent provides cost experience dati as reguired by City departments, T
Director of Administrative Services prepares all revenve, debt service amd reserve
cnbiiaites,

D.  Budget Preparation

The process of developing the operating bidget begins oftficially in January of cach vear.
The budger preparation process provides the Executive Team an opportunily 1o exuming
programs; o propose  changes in cument services; to recommiend  revisions in
orgamdzations wnd methods; and 1o outline regquirements for capital outlay ftems,
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E. Orperating Budget

Ongoing operating costs should be supparted by ongoing, stable revenue sources. This
protects the City from fluctusting service levels and avouds  crises when one-time
revenues are reduced or removed, Listed below are some corollaries to this policy:

s  Fund bulances or contingency accounts should be wsed only for one-time
expenditunes, such as capital equipment and capital improvements.

& Chnaoing e ntemanece Sosts, such s street resurfacing and trail maimenance, should
be financed through recurring eperating revenues rather than throwgh bond issuance.

o |n addition, ot least 31 million of tunsportation related funding shall annoally fond
the amnual overlay and slurry progeam.,

o Fluchming tedernl srants should not be used 1o fund ongoing programs.

F. Hevenue Policies

A cirversilied and stsble revenee svsem will be omaintaaned o ensure fscal health and
absorb short run Fluctuations i any one revenue source.  User fees For all aperations will
be examined and adjusted annuiadly 0 ensure that Tees cover the dircet and, whene
apprapriate, mdireet cosis of service

Dreselopment fees Tor one-timee capital expendijures attributed 1w new development will
be reviewed annually 1o ensure that fees match development related expenditures,

All applicable fees will be reviewed sad wdjusted annoally sceording to the consumer
price index {CPD to waintain cost recovery levels,

The City Manager shall review the encumbrances and continuing appropriations 1o be
stthmitted to the City Council for approval from one fiscal year to the next Fiscal yeor.
These encumbrinces and continuing appropeiations shall become a part of the City
buslget.

PR bt Manapgement

Shoat-term boreowing or leasa/purchase contracts shoubd be considered Tor financing
major operating capital cguipment when the City Manager along with the City's
linancial idvisor determines that this is in the City’s lnancial interest.  Signilicant
keasedpurchase decisions should have the concurrence of the appropriate department head
angd Admmistrative Services Direclor.
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H. Cost Allocation

The purpose of the City's cost allocation from ity Interal Serviee funds is o charge the
departments for City resources that are being used by the mdividual departments.

Self Insurance Fund Allocaion — The sell insurance fund is wsed o account for the cost
af the City's insurinee premioms (such as general Nability, property, and automaobile
insurance), a5 well as cluiims adjuster services, and legol costs. Charges 1o departments
are culeulated baxed on the number of permianent stalT in each depantment,

Equipment Replacement Allocation - The equipment replacement famd a5 wsed 1o
pecount for the acquisition, depreciation, and replacement of City vehicles. Charges Lo
departments are catculated based on the sctual deprecation charge lor velicles used hy
each department,

Computer Replacement Allocation = The computer replocement fund s wsed 1o account
for the aseguisition, depreciation, and replecement of computers and related egquipment.
Charges to departments are calenlated hased on the number of computer workstations
supporied by the Technology Services staff m each department.

L. Capitn) Budget

The Five-Yeur Capital Improvement Plan shall be prepared and updated cach year,
Aldthough this plan muy inclode “unfunded” projects that carry oat the City™s striategic
and general phins, it mist abso inclode a capital spending plan that identifies projects tha
can be completed with known funding soorees,  Each department muost, when planning
capital projects, estimate the project’s impact on the Ciy's operating budget,

Amendments to capital appropriations full under the same godielines as changes 1o the
operating budget, with one exception: any priject change exceeding 20 percent of the
original contract price o STO00000 must receive specific City Council approval. This
approvil can be by mation rather than resolution and may accompany & recomimendation
for awarnd of bid, chinee order, or other Council action, While this approval is not a
siret legal requirement, it serves W keep the Council informeed on capital activity and
[undmg, and ensures that revisions of project priorities are o line with Council
expectations,

J. Buodpget Review

During the budget roview phase, the Ciy Minager's Office, in conjunction. with
Department of Adidnistrative Services, analyees pew positions, und operating and
capitnl budget reguests. This information s then compiled and presented to the Budge
Officer.  The budget team, comprsed of the Ciy Monager, Assistont City Manager,
Budget Officer, Deputy City Manager and Director of Administriive Services, Finunce
Manager, omd Senior Financial Analyst, condoct meetings with coch department 1o
revicw their estimated expenditures for the curment fiscal year and the proposed hase line
requests ind enhancements for the proposed budimet year. At the completion ol these
mectings, the Depaniment of Administrative Services agnin compiles all the fimancial
ditit and presents the proposed budgeet (o the Budget OfTicer For final review and budget
proparation.
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Is. Budget Adoption

The City Manager presents, vin publicly noticed study sessions, the badger 1o the City
Council. A public hearing is held and, after modifications and revisions, the budget 15
adopted by resolution.

I. Budget Implementation

A budgetary control system will be maintained to ensure compliance with the budget.
The Department of Administrative Services is responsible for setting ap the buadget for
tricking purposes and is charged with ensuring fund availabiliny during the year 1o cover
expenditures and appropriations.  Reports comparing the budget with expenditures ane
generted and sent to departments on a moathly basis,

M. Budget Revision

The City Council approves total budgeted approprnations throughout the year.  Aciul
expenditures may not excecd bsdgeted appropriations at the category level {eg..
Personnel, Operstions & Muaintenance, and Cupital Ouwtlay)y. The City Manager or his
dhesignee a5 anthorkzed 1o transfer budgeted amounts ot the category level, The Ciy has
the following programs accounted  for through s povernmental  funds:  general
aovermment, public safety. public works, parks and recreation, community development
and capital expenditures.  Use of unappropaated reserves must be specifically approved
by the City Council,

1V,  Financial Policies
A, Creneral
The financial policies establish  the fromework for overall  Fscal  planning  and
maagement. The policies set forth suidelines lor both current activities and long runge

plinning. The policies will be reviewed annually to axsure the highest standards ofF fiscal
(TIFTEN T

1. Chverall Goals
The overall financinl gouls underlying these finuncial poliches ane:

Fiscal : Tov emsure that the City 15 ot all tmes moa solid Gnoncial condiion,
This con be defined as:

o Cosh solvency - ability to pay hills,

= Rudgetary solvency - ability o balamee the hedeer,

»  Long run solvency - ability to pay future costs.

o Service level solvency - ability 1o provide needed and desired services,

Flexihility: 1o ensure that the City 1% in o position 10 respond to changes in the economy
or new service challenges without an undue amount of Tinancial stress,

Adberence 1o the Hishest Accounting and  Manasement  Proctices: as st by the
Government’s Finonce  (Officers’  Association standards for financial reporting and
budgeting, by the Governmental Accounling Standards Board and other professional
standards,
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e Cash Aanapgement

L

Purpose

An mvestment policy has been adopted by resolution and 1= reviewed each year.
The investment policy provides puidelines for the prodent investment of
temporary idle cash and oulines the policies for maximizing the efficiency of the
cash mansgement system.  The ultinkite goal is o enhance the economic status
of the City, while protecting s pooled cash.

CMyjective

The cash mumagement sysiem 15 designed to accurately monitor and Forecast
expendiures and revenues, thus enabling the City 1o imvest funds 1o the fullest
eatent possible. The City attempts to obtain the highest yield obtwinable, as long
as investments meet the critena established for safery and lguadity.

Palicy

In order 1o maximize imercst carnings, the City commingles the cash of all
funds, except those funds held in st for the City by various  financial
institutions in sccordance with applicable trost agreements related to debt issues,
Interest revenue derived from commingled cash s allocated monthly 1w ihe
peuticipating funds bised on the relative cash halance of cach Fand

Procedures
Criterin for selecting investments amd the order of priority are:

s Safety The salety and risk associated with an investment refers 1o the
potential loss of principal, interest or o combinution of these amounts, The
City only operates in those investments that are considered very safe and are
wllowable under Cowvernment Code Section 33000,

o Liguidity This refers to the ability (o “cash in™ ot any moment in time, with
i miningl chance of losing some porion of principal or mterest,  Liguidity s
an important investment guality, especially when the need for anexpected
fumds occosionally oocurs,

o Yield Thixis the dollor cumings an investment can provide, and sometinmes
i deseribed as “the rate of retum,™

Nebt Administration

In October 1991, the Poblic Fimancing Authority Revenue Bonds - Series 1949
wire issued in the amount of $22840,000. This was the City™s first rated bond
issue in which Stndard and Poor assigned an A- Bond rating 1o the City of Santa
Clarita.  In Avgust 1997, the City refinnnced these bonds. [n July 2005, the Ciy
refinanced the 1997 Series Bonds which were insured with an AAA rting, As ol
June 30, 2008, the City's obligation for Public Financing Authority Revenue
Bonds, Scries 2005, (5 515,790,060,
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In October 1992, the Cay received a distribution of loan procecds totling
$2.557,436 from the Price Company. This money has been used for the
acquisition of certain nfrastructure improvements surrounding the Price Club
(Costcod,  Payments are doe quarterly and will equal 70% ol the sales wx
revenue generated monthly from the operation of the Price Club Center,  The
payments will be made for 30 years, [n October 20603, the City refmanced this
debt inte o Fixed fole note with o weem ol seven vears, The aowamt ol The
refinancing was $2,5001,935, As of June 30, 2008, the City's obligation for the
newe payvarhle 15 51084877,

In January 19498, the City entered mto a lease with option o purchase agrecment
with Kansas State Bank of Manhattan for $1,539,232 for the purchase of four
commuter buses, The term of the lease s 12 years with annual payments of
S166,870. In fscal year 20032004, this debt was assigned to Koch Realty Ing,
As of June 30, 2008, the balance of this lease 15 3158,637,

In December 1998, the City entered mto o lease with option o purchase
agreement with Municipal Leasing Associates, Toc, in the amount of 52,335,964
for the lease of six buses, The term of the agreement 15 12 years, with annual
payiments of 5260, |48 beginning in December 1999, Ax of June 30, 2008, the
balance of this lewse 15 3711513,

In December 9949, the City entered into o loan with the Secrctary of Housing
and Ushin Pevelopment for the amount of 52 million, The purpose of this loan
wirs Tor installation of curbs, gutters and sidewalks in the West Newhall area.
The term of the agreement is |5 veurs, with annuil payments of approximately
5260000 beginning in August 2000, Ax of June 3, 2008, the balunce of this
[owien 15 SSHE0, 00,

In June 2002, the Cay entered into a bease with an option (o purchise agrecment
in the amount of 1,200,000 for the lease of & parking lot through the Public
Financing Authonty, The term of the agreement s 15 vears, with seimi-anntal
paymsents of approximately ST60MK) beginning in Sepiember 202, As ol
Jumes 30, 2008 the balonce of this lease 5 5548,928.

In August 20602, the City entercd into o loan with the Secretary of Howsing aml
Urban Development in the amount of $3304600, 10 provide partial funding of a
much needed youth center. The project was in collaboration with the William 5.
Hart School Districl, City of Santa Clarita, and the Boys and Girks Club,  The
term of the agroement 1= 15 years. The bolance as of June 30, 2008 is 52335,000.

In Awgust 2002, the City entered imto o second loun with the Secretury of
Housing and Urban Development in the amount of 51, 150,000, The funds were
used to muke infrastructure improvements in the Canyvon Country area of Santi
Clarita. Work began in FY 2003-04 and includes sewers, sidewalks, curbs and
gutters to upper Scherzinger Lane, The term of this agreement is 15 years, The
balimce as of Tune 30, 2008 15 5T63,000.
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In Januwary 2007, the Santa Clarita Public Financing  Authorty  issued
13,785,000 in Lewse Revenue Bonds Tor the purpose of financing the costs of
geguiring right-of-way for a portion of Golden Yalley Road, i conpection with
the payment of a judicial order by the Ty of Santa Clanita to purchase a
Qualified Reserve Account Credit Instrument. Under o Lewse  Agreement
between the City and the Awhority, the City will puy 1o the Authority lease
payments in the amounts equal 1o the scheduled debt service on the bomds
Payments are deposited imlo o Lease Payment Fund managed by the Fiscal
Agent, Bank of New York, As of June 30, 2008, the City obligation for Public
Financing Authorty Revenue Bonds, series 2007, is 513,575,000,

In December 2007, the Santa Clorw Public Financing  Authority  issoed
S15,525.000 in Lease Revenue Bonds for the purpose of financing the costs of
the scqguisition of open space lands, parks, and parkland, both inside and outside
the City. in secordanee with the City™s open space, park, and parkland program,
Under o Lease Agreement between the City and the Authority, the City will pay
to the Authority lease payments in the amounts equul to the scheduled debd
service on the bonds.  Payments are deposited into a Lease Paymoent Fuod
managed by the Fiscal Agent, Bank of New York, As of June 3, 2008, the
balwnee of this lewse 15 515,525 (00,

Risk Munagement

The City of Santn Clarita is covered lor Property, Liability and Waorker's
Compensation by Special District Risk Management Authonty (SDRMA), & nist-
for-profit public agency. Limits for third-party claims consist of S 10 million by
SDRMA and 55 million in excess by Evanston Insurance Company,  Risk
Management pdmamisters the funding of the self-insured portions of the progeam;
maniges the administration general lability clims: works in conjunction with
the City Attormey’s Office and omside counsel o monitor, control, and resolve
litagatedd nuitters; and provides traiming For various departments o mimimize the
risk of lature Iossis,

The Risk Management program provides centralized services 1o all Ciy
departments for risk management, loss control, and safely,  Primary activities
inchudes o yearly review of the City's comprehensive insurinee  program,
inclling coverage for propertyfcasuvalty, professiomal administration ol the
City's self-insurzd retention, loss prevention and contrel, and safety programs,
Risk Management dalso administers the City™s Contracl Management system, and
provides vearly trmming for staff on contruct routing and City  contractual
palicies.

Annual Audit

Sound accounting practices suggest that an annual sudin is o prodent business
decision.  The City requires an mnnual audit by o gualified  independent
accountant of the books of sccounts, financial records, inventorics and reports of
all City officers and employees involved i the handling of finincial matters. In
comphiance with the requirement of an annusd swdit, Diehl, Bvans & Company,
LLP, a firm ol Certificd Public Accountants, completed the audin for the fiscal
viear endimg Jume 33, KT,
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Annual Appropriations Limit

The Appropriations Limit, established by the Suite of California per Article X1TB of the California State
Constitution, sets o finat for the annual appropriations of tax proceeds For all municipalities.

Article XITB was recently amended by Proposition |11 to change the method of calculsting the annual
appropristions limit. Prior to Proposition 111, the annual appropriations limit was adjusted annually by
the change in the cost of living or by the change in Califormin per capite personal income, whichever was
less, amd by the percentage change in the population of the City,

Under the new guidelines set forth by Proposition 111, the annusl appropriations limit will not escesd a
hise vear adjusted by the change in population of the City or the County combined with either the change
i Californin per capita personal income or the change in the Jocal assessment roll due o logal

nenresidentinl construction,

Praposition 111 also changed the base vear for all municipalitics o [986-87.

Sturting with a base year limit of $47 350022 for 1986-87 and increasing it to the 2008-2000 limits by
using the mndelines set forth o Proposition 1], the caleulation would be as follows:

Fiseal | Prior Year's Adkd Change in Add Change in - [ Appropriations

Yeur Lint Personal Income Mew Bise Popularion Limit
TR -2 TREOAT AR 4.14%) RI6B.6T4 RZI22055 TOME| 5763073 3?.935,@3“
[DUT03 | R7.083.028 (.63%) (363010 RT.A22818  2.67% 2330189 89,7570
[ LR BU TSI 2.02%  2441.39] 2 1os 308 IR 1L ORT. 03, 280,33
0405 | O3 286,330 0719 662,333 U3 0aR672  304% S70LA78 97,050,250
| L5ty 76525 4.72% 4600003 102250 34 [(52%E (531,74W FOOL 72T 5493
| G-l LH .TE?.E'J."‘ 4.67% 4730674 064TEZTN 1% 1LGI9,TES BT FEARAT
| G-t [, 1 |H.1’!3‘JT 46T SAES TR L1567, 0149 1 03% L2758, 7T8% 114 4458939
| GEE-tH 14455035 4 05% 4049020 119205859  969% 11LAS1.048 130,756,117
| Shr-TH [A0 750,007 4.53%]) 54923288 136,680, |‘JS| 25T 3,259 37 L] DR [
OO0 139.919.516) 491% 6870048 146789564  339% 4976066 151,765,730
o -n2 131,765,730 TR2% 1L AGKO800 Ta3.635 4010 2 018% 35672 ETI 107,200,027
200203 |67 200027 12745 (2,123,453) 105077574 2034  4.836,77: 649,59 14,34
00504 | 160014307 2.30%] 3025000 173830360 209%  8.007.797 179,037,166
2004-05 [ TOORT, 160 32854 3872419 |84WRLAR5 L35 249627 I 3?.4[]5.3()—11
200506 | 18405864 5.26%( 9RSTSHR| 197263312 180G 3,550,741 200814154
20005007 00804, 1540 390%) 7952 MY 208, To6,3094 2R ROAGOMN 200 3300064
2007-08 | 2003300064 | 442% 9252389 218582452 S5.68%| 12415483 230,997 930
2000800 [ 230007 935 [ 4.29% 90909 E] 1| 240,907 747 S 1,204,539 22 112,286

City of Sanra Clavita

41



E |

illions

THERT HEHLO]

HHl S MU WL ELEE

T iy Mo i | i

LT

HEDh- i RILTEET

—= Py of Tam

Hiry e

il

SHE T

City of Santa Clarita

42



