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City of Sanibel, Florida

Financial Policies
General Budget Policy

A. Th e City of Sanibel, as a local government within the state of Florida, adopts its budget
pursuant to Chapter 200, Florida Statutes, which mandates adoption of a balanced
budget; that is sources of funds must equal uses of funds

B. Th e finance director, on behalf of the city manager, is responsible for the preparation of
the City's budget. Each spring, department directors submit their proposed budgets for
the coming fiscal year to the finance director. Proposed budgets identify increases and
decreases in spending from the current year, along with the reason for the change. They
also include a list of initiatives that are not included in the department’s budget but are
requested by individual departments. A proposed budget is ready for City Council to
consider, for the first time, in July.

C. The annual budget is adopted by City Council after an extensive review and evaluation of
budget proposals from the various City departments to determine the funding level
necessary to provide municipal services. After adoption, the budget is posted on the
City’'s website.

D. The operating budget is adopted annually at the fund level by the City Council. In
accordance with state law, a proposed millage rate, which may be reduced but may not
be increased, is set in July, followed by two public hearings in September. The budget
and final millage rate are approved by separate resolutions at the second public hearing.

E. Th e budget is adopted on a modified accrual basis for all fund types, governmental and
enterprise. Under the modified accrual basis of accounting, revenues and other financial
resources are recognized when they become both measurable and available to finance
expenditures of the current period. Available means collectible in the current period or
soon enough thereafter to be used to pay liabilities of the current period. Expenditures
are recognized when the fund liability is incurred with certain exceptions. The modified
accrual basis is the same basis of accounting used for the City’s audited financial
statements of its governmental funds. Enterprise funds are accounted for and reported
on the audited financial statements using the accrual basis. Under the accrual basis of
accounting, most transactions are recorded when they occur, regardless of when cash is
received or disbursed. Generally Accepted Accounting Principles (GAAP) require the use
of accrual basis accounting for enterprise funds for audit purposes.

F. By resolution, a reserve equal to 17% of projected expenditures is included in the budget,
in order to ensure sufficient cash is available for operations until tax receipts are
forwarded to the City by the Lee County Tax Collector.

G. Budgetary control throughout the fiscal year is maintained through monitoring
encumbrances of estimated purchase amounts. Encumbrances for goods or services not
received by year-end lapse and must be re-budgeted in the following year.

H. Any increase, decrease or transfer between funds within the annual budget must be
approved by a budget amendment approved by resolution of the City Council.
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I. The City Manager may approve intradepartmental transfers as is deemed necessary.

J. The finance department prepares a quarterly budget variance report for the City Council,
noting any deviations of 5% or greater against the budget and explains the reason for the
variance.

K. Th e Capital Improvement Budget (CIP) estimates costs for all capital projects for a five
year period.

L. The City has an indirect cost allocation plan prepared annually. The plan conforms to
federal guidelines for grant reimbursement of administrative costs and is used to bill and
collect indirect charges from funds.

Fund Balance Policy

A Fund Balance Policy is adopted in order to secure and maintain investment-grade credit
ratings, meet seasonal shortfalls in cash flow, and reduce susceptibility to emergency or
unanticipated expenditures and/or revenue shortfalls. Fund balance information is used to
identify the available resources to repay long-term debt, reduce property taxes, add new
governmental programs, expand existing ones, or enhance the financial position of the City,
in accordance with policies established by the City Council.

The City’s Fund Balance Policy establishes:

a) Fund balance policy for the general fund,;

b) Reservations of fund balance for the general fund,;

c) The method of budgeting the amount of estimated unrestricted fund balance (also
know as estimated beginning fund balance) available for appropriation during the
annual budget adoption process (prior to the actual, audited fund balance being
known) and what actions may need to be taken if the actual fund balance is
significantly different than the budgeted fund balance; and

d) The spending order of fund balances

General Fund
1. Restricted Fund Balance

There is no restricted fund balance in the General Fund. Amounts that can be spent only for
specific purposes stipulated by (a) external resource providers such as creditors (by debt
covenants), grantors, contributors, or laws or regulations of other governments; or (b)
imposed by law through constitutional provisions or enabling legislation will be budgeted and
reported in special revenue funds, capital project funds or debt service funds.

2. Committed Fund Balance

Commitment of fund balance may be made for such purposes including, but not limited to, a)
major maintenance and repair projects; b) meeting future obligations resulting from a natural
disaster; ¢) accumulating resources pursuant to stabilization arrangements; d) establishing
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reserves for disasters; and/or e) for setting aside amounts for specific projects. Commitment
of fund balance may be made from time-to time by resolution of the City Council.
Commitments may be changed or lifted only by the City Council taking the same formal
action that imposed the constraint originally (resolution). The use (appropriation) of
committed fund balances will be considered in conjunction with the annual budget adoption
process or by budget amendment approved by resolution of City Council during the fiscal
year.

3. Assigned Fund Balance

Assignment of fund balance may be a) made for a specific purpose that is narrower than the
general purposes of the government itself;, and/or b) used to reflect the appropriation of a
portion of existing unassigned fund balance to eliminate a projected deficit in the subsequent
year's budget in an amount no greater than the projected excess of expected expenditures
over expected revenues.

Assigned fund balance shall reflect management's intended use of resources as set forth in
the annual budget (and any amendments thereto). Assigned fund balance may or may not
be appropriated for expenditure in the subsequent year depending on the timing of the
project/reserve for which it was assigned.

4. Non-Spendable Fund Balance

Non-spendable fund balance is established to report items that are not expected to be
converted to cash such as inventory and prepaid items; items not currently in cash form such
as the long-term amount of loans and notes receivable as well as property acquired for
resale; and, items legally or contractually required to be maintained intact such as the corpus
(or principal) of a permanent fund.

5. Minimum Level of Unassigned Fund Balance

Unassigned fund balance is the residual classification for the general fund and represents
fund balance that has not been restricted, committed or assigned to specific purposes within
the general fund.

If, after the annual audit, prior committed or assigned fund balance causes the unassigned
fund balance to fall below 17% of general fund operating expenditures, the City Manager will
so advise City Council in order for the necessary action to be taken to restore the unassigned
fund balance to 17% of General Fund operating expenditures.

The City Manager will prepare and submit a plan for committed and/or assigned fund
balance reduction, expenditure reductions and/or revenue increases to City Council. The
City shall take action necessary to restore the unassigned fund balance to acceptable levels
within two years.

Reservations of Fund Balance (General Fund)

1. Committed Fund Balance
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The City Council hereby establishes the following committed fund balance reserves in the
General Fund:

a) Disaster Reserve — The disaster reserve fund balance is committed by the City
Council as set forth in the annual budget (and any amendments thereto) to ensure the
maintenance of services to the public during disaster situations such as, but not
limited to, hurricanes.

b) Environmental Initiatives Reserve — The environmental initiative fund balance is
committed by the City Council as set forth in the annual budget (and any amendments
thereto) to ensure services are available to address environmental damage, litigation
and other related costs from disasters such as, but not limited to, algae bloom, fish
kills, or oil.

c) Insurance Deductible Reserve — The insurance deductible reserve fund balance is
committed by the City Council as set forth in the annual budget (and any amendments
thereto) to ensure coverage of the City’s insurance deductible on its insured properties
and equipment.

2. Assigned Fund Balance

The City hereby establishes the following assigned fund balance reserves in the General
Fund:

a) Assignment to Subsequent Year's Budget — The subsequent year's budget fund
balance reserve is assigned by City management as set forth in the annual budget
(and any amendments thereto) to appropriate a portion of existing unassigned fund
balance to eliminate a projected deficit in the subsequent year's budget in an amount
no greater than the projected excess of expected expenditures over expected

revenues.
Budgeting
1. Appropriation of Unrestricted Fund Balance

The actual amount of unrestricted fund balance (total of committed fund balance, assigned
fund balance and unassigned fund balance) is not known until the completion of the annual
audit which takes place between three to six months after the end of the fiscal year being
audited. However, an estimate of unrestricted fund balance (also called estimated beginning
fund balance) must be made during the annual budget adoption process (July through
September) which is prior to the end of the fiscal year, September 30"

2. Estimated Beginning Fund Balance

In order to achieve the most accurate estimate possible, the City Manager or designee shall
project both Sources of Funds (revenues, prior years unrestricted fund balances carried
forward and other financing sources) and Uses of Funds (operating and non-operating
expenditures), including accruals, for each department in each governmental fund through
September 30" of the then current fiscal year. These projections will be shown in a separate
column entitled “Estimated Actual” for each fund in the proposed, tentative and final budget
documents. The difference between the estimated actual sources of funds and estimated
actual uses of funds is the calculated estimated beginning fund balance for the subsequent
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fiscal year. If planned for use in the subsequent fiscal year, committed and assigned fund
balance may be included in the estimated beginning fund balance.

3. Estimated Ending Fund Balance

For the year being budgeted, a calculation of estimated ending fund balance shall also be
made. This calculation shall be the difference between the budgeted sources of funds and
the budgeted uses of funds as described above.

Since the uses of funds are restricted, committed or assigned in all other governmental fund
types there is no policy to the amount of ending fund balance unless the project is completed
and the fund should be closed. In this situation, a residual equity transfer will be made to
zero-out any remaining fund balance.

If, after the annual audit, the actual general fund unassigned fund balance is greater than 20
percent of operating expenditures in the general fund, the excess may be used in one or a
combination of the following ways:

a) Left in the general fund to earn interest and roll forward into the subsequent year’s
beginning fund balance;

b) Appropriated by resolution of City Council for a one-time expenditure or opportunity
that does not increase recurring operating costs;

c) Committed to establish or increase a formal stabilization arrangement or reserve
(including but not limited to economic stabilization, contingency reserves or disaster
reserves); or

d) Appropriated for start-up expenditures of new programs undertaken at mid-year,
provided that such action is considered in the context of council-approved multiyear
projections of revenues and expenditures.

Spending Order of Fund Balances

The City uses restricted amounts to be spent first when both restricted and unrestricted fund
balance is available unless there are legal documents/contracts that prohibit doing this, such
as in grant agreements requiring dollar for dollar spending. Additionally, the City would first
use committed fund balance, followed by assigned fund balance and then unassigned fund
balance when expenditures are incurred for purposes for which amounts in any of the
unrestricted fund balance classifications could be used.

Revenue Policy

A. Th e City will maintain a revenue manual which describes revenue sources that are
available to support City expenditures.

B Ad valorem tax revenue is budgeted at 100% of the approved millage rate levy.
However, because taxpayers take advantage of the discount afforded by paying their
taxes in the months of November through February, the City never collects 100% of the
levied revenue. Recognizing this, the state permits up to 5% of the tax levy to be
reserved for under-collection.
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C. The use of ad valorem tax revenues is limited to the general fund unless it is required in
other funds by bond indenture agreements.

D. Revenues that have been pledged to bondholders will conform to bond covenants which
commit those revenues.

E. Th e City will prepare periodic cost studies on services for which user fees are imposed
and the proposed adjustments will be presented for Council authorization.

F. The City will actively pursue grant-funding opportunities.

G. Revenue which is estimated to be unexpended at year-end will be budgeted as estimated
ending fund balance and be available for appropriation in the new year.

Debt Policy

Due to the City’s current status with the Internal Revenue Service (IRS) as a Small Issuer,
that is, the City issues less than $10 million of debt in any given calendar year, the City is
considered to be “Bank Qualified”. This bank qualified status allows banks to offer the City
interest rates much lower than market rates since the interest the bank earns from the City is
tax exempt to the bank. Therefore, whenever practical, the City issues bank qualified debt in
order to finance projects or capital acquisitions which need to be funded from debt issuance.
Additionally, the use of pre-negotiated lines of credit with stated interest rate and expense
terms are utilized when practical in order to reduce debt issuance costs.

When it is necessary to issue debt in an amount greater than $10 million, the City first seeks
financing from a source which offers below market rate interest rates, such as the State
Revolving Loan Fund. However, if sources of this type are not available or not applicable
due to the nature of the project being funded, bond issuance may be used. The services of
underwriters and financial advisors are engaged using the Request for Proposal (RFP)
process outlined in the City’s administrative policy on the Procurement of Professional
Services and the relative Consultants’ Competitive Negotiation Act (CCNA) contained in
Section 287.055, Florida Statutes.

The term of the debt is matched with the life of the asset being financed. The City of Sanibel
does not have a maximum debt limit.

All debt service requirements are fully funded each year.

Purchasing Policy

A. All purchasing for the City of Sanibel will be conducted in a manner that promotes
competition and secures the best value.

B. All purchasing shall be conducted in a manner that prompts vendors to value City

business and make every effort to furnish City requirements on the basis of quality,
service and price.
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C. Purchasing will be from suppliers who have adequate financial strength, and a good
record of adhering to specifications, maintaining shipping promises, and giving a full
measure of service to the City.

D. All bidders will be afforded equal opportunities to quote and are to compete on equal
terms.

E. Vend ors hired by the City to provide goods and services shall have obtained a City
business tax receipt (per Code of Ordinances, Sections 18 and 62) prior to authorization
of the purchase.

F. Competitive sealed bids are required for purchases of commodities and services that cost
$25,000 or more. The competitive sealed bid or proposal procurement method is
regulated by Florida Statutes. Competitive sealed bids are subject to public legal notice
requirements.

G. Sole Source — Occasionally, products or services are determined to be available from
only one source or must match a product or service that is already in place. These are
rare occurrences and must be fully documented and submitted to the Finance
Department for review and for City Manager approval where the cost exceeds $1,500.

H. Emergency Procurements — When there is an immediate danger to persons or property
or the threat of substantial economic loss to the City, an emergency procurement may be
made. All emergency procurements should be made with as much competition as is
practical under the emergency circumstances.
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CITY OF SANIBEL

BUDGET CALENDAR
FISCAL YEAR 2012

Week of: April 11 -15, 2011 Training updates on HTE budget module

Month of: April 18-May 12, 2011 [Departments prepare expenditure requests using HTE budget module

Departments return FY 2012 HTE budget reports reflecting department
Friday, by Noon May 13, 2011 expenditure requests to finance director

Individual department meetings with city manager and finance director to
Mon - Fri May 16 - 20, 2011 discuss proposed budget requests

Finance matches departmental expenditure requests, after any city manager
Month of: June 2011 changes, with projected revenue

Property appraiser certifies tax roll and finance calculates proposed millage
Friday July 1, 2011(%) rate based on actual taxable valuation

Finance department provides proposed FY 2012 budget document to city
Wed July 13, 2011 clerk for distribution to council for July 19th meeting

REGULAR COUNCIL MEETING - Staff presents proposed FY 2012 budget

and introduction of the resolution to set the proposed tax (calendar) year 2011
millage rate and date of first public hearing (Aug 3rd is the LAST DAY to do
Tuesday July 19, 2011(%) this)

Finance advises property appraiser of proposed millage rate; rolled-back rate
By Thursday August 4, 2011() and date, time and place of first public hearing

Property appraiser mails notices of proposed property taxes and advertises
By Wednesday August 24, 2011(") the date, time and place of the first public hearing for all taxing authorities

9:00 a.m. - COUNCIL'S FIRST PUBLIC HEARING - Discussion and
Saturday September 10, 2011(*) [adoption of tentative millage rate and tentative FY 2012 budget

Saturday September 17, 2011(*) _[City advertises second and final public hearing in News-Press

5:01 p.m. - COUNCIL'S SECOND AND FINAL PUBLIC HEARING -
Tuesday September 20, 2011(*) |Discussion and adoption of final _millage rate and fiscal year 2012 budget

Within 3 days of final adoption submit resolution to DOR,
Friday September 23, 2011(*) property appraiser and tax collector

(*) Dates mandated by state Truth In Millage (T.R.1.M.) legislation
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Glossary

Ad valorem taxes — A tax levied on the assessed value of real estate or personal property. This tax
is also called property tax. Ad valorem taxes are the major source of revenue for state and
municipal governments.

Appropriation - A legislative act authorizing the expenditure of a designated amount of public funds
for a specific purpose for a limited period of time.

Assessed value — The dollar value assigned to real or personal property for purposes of assessing
taxes. Sanibel's assessed values are determined by the Lee County Property Appraiser.

Beginning Fund Balance — The Ending Fund Balance of the previous period. (See Ending Fund
Balance.)

Budget - An itemized summary of estimated revenues and projected expenses for a given time
period. The City of Sanibel adopts a budget each year for the twelve months between October 1
and September 30. Florida Statutes require the City Council to approve its budget at the second of
two public hearings.

Capital Expenditures — Expenditures used to purchase fixed assets such as furniture and
equipment with a life expectancy of more than one year and a unit cost of $1,000 or more.

Capital Improvement Program (CIP) - A CIP is a systematic plan for providing infrastructure
improvements within a prioritized framework over a fixed period of time. Sanibel's CIP is based on
a five year period of time.

Debt Service — The amount of interest and principal that the City must pay each year on long-term
and short-term debt.

Department — A major administrative unit of the City with overall management responsibility for a
service or an operation or for a group of related operations.

Encumbrance — The commitment of budgeted funds for the purchase of an item or service. All
encumbrances lapse at fiscal year-end.

Ending Fund Balance — Funds carried over at the end of a fiscal year. Within a fund, the revenue
on hand at the beginning of a fiscal year, plus revenues and other sources of funds received during
the year, less expenses and other uses of funds equals ending fund balance. These funds may be
committed or assigned for a particular purpose.

Enterprise Fund — A fund in which the services provided are financed and operated like those of a
private business. These funds pay for all or most of their cost of operation from user fees.

Fiscal Year - A time period designated for recording financial transactions. The City of Sanibel's
fiscal year runs from October 1 through September 30.
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Full-Time Equivalent (FTE) — One position funded for a full year. A full-time employee working 40
hours per week equals one FTE; a part-time employee working 20 hours a week equals .5 FTE.

Functions — Expenditure classifications according to the principal purposes for which expenditures
are made. Sanibel's functional expense categories are mandated by state law.

Fund - A fund is a grouping of related accounts that is used to maintain financial control over
resources that have been segregated for specific activities or objectives. The City, like other state
and local governments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

Generally Accepted Accounting Principles (GAAP) — Generally Accepted Accounting Principles
(GAPP) consist of the rules, procedures, and conventions that define accepted practices at a given
time and which organizations use to compile their financial statements. They include broad
guidelines as well as detailed procedures. Much of GAAP is issued in codified form by the
Government Accounting Standards Board (GASB).

General Fund - The principal fund of the City used to account for resources traditionally associated
with government, which are not legally or by sound financial management to be accounted for in
another fund. General Fund activities are funded principally by property taxes, intergovernmental
revenue, licenses and permits, charges for services and miscellaneous revenues. Operating
services for this fund include police protection, general government administration, and public
works.

General Obligation Bonds — Voter approved bonds used to finance a project through a millage
increase in ad valorem taxes for a specified period of time.

Grants and Aids — An agreement made by a government or private organizations to provide
financial contributions for specified purposes.

Impact Fees — Charges imposed by governments against new development as a total or partial
reimbursement for the cost of supporting specific new demands on a given service.

Infrastructure — Structures and facilities other than buildings such as roads, bridges, curbs, gutters,
docks, wharves, fences, landscaping, lighting systems, parking areas, storm drains, athletic fields,
etc.

Intergovernmental revenue — Funds received from federal, state and local governments in the form
of grants, shared revenues and payments in lieu of taxes.

Mill — A tax rate of one dollar ($1) per one thousand dollars ($1,000) of taxable property value.

Millage Rate — The millage rate is the number of mills of tax assessed against assessed property
value. Example: For a property having a taxable assessed value of $500,000, a millage rate of
2.5000 generates $1,250.00 in tax to be paid.

Non-Ad Valorem Assessment — A fee levied on certain properties to defray all or part of the cost of
a specific capital improvement or service deemed to benefit those properties. It is sometimes called
a special assessment.

DRAFT BUDGET FY 2011-12

391



City of Sanibel, Florida

Objective — A specific, measurable action that will be taken to achieve a goal.

Operating Budget — A balanced financial plan for providing governmental programs and services
for a one-year period.

Personal Services — All costs related to compensating employees including salaries and benefits.

Proprietary Fund — A fund in which the services provided are financed and operated similar to those
of a private business. Funds pay for operating costs primarily through user fees, receiving little or
no tax support. (See Enterprise Funds).

Reserve — An amount set aside for a specific purpose or for emergencies or unforeseen
expenditures not otherwise budgeted. Authorization to expend reserves is made by the City
Council.

Revenues —Funds that the government receives as income.

Rolled-back millage rate — The millage rate necessary to produce the same amount of property tax
dollars as received during the previous budget year. New construction is excluded from the roll-
back calculation.

Special Assessment — A compulsory levy made against certain properties to defray part or all of the
cost of a specific improvement or service deemed to primarily benefit those properties. This is
another name for a non ad valorem assessment.

Taxable Value — The assessed value of property minus any authorized exemptions. This value is
used to determine the amount of ad valorem tax to be levied. The taxable value is calculated by the
County Property Appraiser in compliance with state law. The most common exemption is the
homestead exemption. '

TRIM Notice - TRIM (Truth in Millage) establishes the statutory requirements that all taxing
authorities levying a millage must follow, including all notices and budget hearing requirements.
The Notice of Proposed Property Taxes (TRIM notice) enables the taxpayer to compare the prior
year assessed value and taxes with the present year assessed value and proposed taxes. It also
lets taxpayers compare the amount of taxes if there is no budget change for the upcoming year.
The notice lists the date, time, and location of the first budget hearing at which the taxing authorities
will hear from the public. At the public hearings, the taxing authorities establish the millage to be
levied against the parcel of land shown on the TRIM notice. The notice also shows the deadline for
filing a petition to protest the assessment and any denial of exemption.

User Fees — Charges for specific services rendered only to those using such services, e.g. sewer
service charge, building permits, dog licenses.
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[ICharges for Services | $1,007,986 $1,116,725 | $1,595,561 |$1,465,388 $1,523,794 $2,148,659 |$2,024,869 |$2,378,285 52,213,391 $2,184,329’w
B Fines & Forfeitures $98,395 $153,923 | $132,084 | $181,987 © $149,853 | $176,406 | $265,828 $80,831 $102,626 $83,542
‘I Miscellaneous $791,551  $791,404 | $522,803 | $869,470 $1,861,138 1$1,456,089 | $1,668,933 | $827.817 | $415,098 | $596,761

“Includes General, Special Revenue, Debt Service and Capital Project Funds

396



Expenditures of Governmental Fund Types by Function

$14,000,000
$13,000,000 4 -
$12,000,000 -
$11,000,000 4 oo
$10,000,000
$8,000,000 -
$6,000,000 - ~ - e - - — e
$5,000,000
$4,000,000 =
$3,000,000 -
$2,000,000
$1,000,000
$0 . .
2001 2002 2003 2004 2005 2006 2008 2009 2010
EGeneraI Govemment $2 274 197 $2, 855 591 $2 698, 274 $3 762 180 $4 039 229 $4,769,110 $4 702 270 1$5,147,088 1$4,057, 299 $4,028, 742
E Pubhc Safety $2 500, 675 $2,672, 628 $2 974 639 $4 074 250 $3 802 872 $4 084, 478 $4 515 664 $4 672 683 $4 353, 428 $4 096, 086
DPhyS|CaI Enwronment $179 991 $1 91 ,800 $271 995 $3 507 094 $3 581 602 $1 806 296 $1 038 602 $960 151 $1 214 970 $854 615
DTranspor‘tatlon $1 240 737 $1 270 784 $1 664 664 $1 856 432 $3 751 208 $3 616 655 $1 911 408 $3 674 417 $2,995, 026 $3, 354 809
IEconomsc Envvronment - - $285 701 $794 495 $739 460 $241 477 $246 319 $246 383 $296 234 $254, 451
DHuman Serv]ce ’ $2 658 $229 $1 083 - 580 976 974 1 000 1 000 1 000 )
.Culture/Recreahon $1 281 826 $3 264 360 $3 755 872 $4 632 737 $4 403 550 $3 927, 874 $2 205 471 $3 264 112 $2 654 431 $2 905 317
Dgapltal Optlay $1 935 326 $8,647, 551 $2 696 909 $4 512 984 $1 10 $3 833 700 $13 529 139 $2 824 732 $581,497 $432 722
WOebiService | $792,359 | $319,562 |34.806011 | $632.958 $5,002,417 |35, 403,425 [$3,217,673 |$1,432,325 |$1,356,240 |$3,832,011
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