Bupcer HIGHLIGHTS

Interfund Transfers

The following types of transfers between funds are reflected in the budget:

Direct Services - provided by a department in one fund (Internal Service Funds: Facilities.
Management Information Service, Fleet Equipment and Insurance) to a department in another fund,
such as:

» Expenditures in the provider fund account for all costs incurred in producing the service

+ Revenues in the interfund billing revenue account in the provider fund

»  Expenditures in a single expenchiure dcwunl m the service recxplent fund

Indirect Costs - (Adm:mstratwe Ouer ead'Auocatlon) arabilled to appropriate Special Revenue,
Enterprise and lntemal‘Scmw Funds of the City to recover,each funcl s proportionate share of the
City’s central admimsti amfe and support costs which are. or:gmally bome by the General Fund.

The General Fumitransfers a considerable amount,o Citse eperazmu hmﬂ& apprommately $8.19
million or 33%; of 1t5»total budget, 10'the Major Road, LemaLStreet Spetial Police; Capital Lmprovemennt,

Municipal Debt; “Titernal Service an& “ocal Developmem Fmance Author:rty Funds to subsidize
programs, prowde seed mra EW: proj ects; OF40: pa shB.re for mtemal,.scrvmes

The Local Street Fund tramters fundmg 10 vanous ocdl $ reet mprovement Bond Funds to cover
curTent year debt -payments (principal and interest) forthe C’ ty’s share of costs, rai ated to local street
construction. For 2006, $340,810-is proposed to be transferred .ot to the warious Local Street
]mprovement d’e_b.t' ﬁ‘mds in o'rﬂerfor the Citv to fu.lﬁl its debt—-bbligatioh : /These transfers are

difference.

The Fire Department: Fund transfers ﬁmds tothe Fire Cap;tal Funcl in o' er o prt)VldL for the long-
term future replacement: cost for-all of the-various-firé department app&ral'us vehicles and capital
equipment. As an adm1mstratwe pohcv established. during:the 2005-Budget Process, the Fire
Department Fund aims to mamtam i s‘mnd balance atl7. 5%ofﬁ1e l“ue Department s annual operating
expenses; any funds in additionto the 17.5% remaining in‘fund- balance are to be transferred to the
Fire Capital Fund. For 20086, approx1mately~$796 8104s pr{)posed 1o be transferred to the Fire Capital
Fund to fund future apparatus, vehicle, equipment and building capital purchases.

The Special Police Fund transfers funds to the Facilities Fund in order to pay capital lease payments
1o Oakland County that are associated with the 2003-04 construction of the Oakland County Sheriff’s
Substation. After 20 years of capital lease payments to Oakland County, the City of Rochester Hills
will have an option to own the substation portion of the 52nd District Courthouse and Substation
complex. For 2006, approximately $391,090 is proposed to be transferred to the Facilities Fund for
the annual capital lease payment. which equates to the principal and interest payment on the bond
issued to construct the substation.




Buvpcer HIGHLIGHTS

REVENUE POLICIES:

The City will maintain sound appraisal procedures and practices to reflect current property values.

The City will strive to minimize the impact of property tax financing for City services by seeking
alternative financing sources such as grants, user fees, and enhancement of the property tax base.

The City will striveto maintain diversified, stable sources of revenue to improve the ability to handle
fluctuations in individual sources in order to protect essential service delivery.

The City will project its annual revenues Eased on ‘hlS'Em'l cal data cauntv state and national economic
indicators, and new statutes. :

To emphasize and facilitate iong,—mnge ﬁnancml planning, the Cttywﬂi malr
revenue sources for the succeedmg SiX years.

The City will annuadiy review

provided accurateiy to the customcrs “:Eﬂﬂced whxle beang"‘sensstw'é(to the needs of low-mcome
individuals. : U e

The City will attempt_to make al “curTent expendlmreq w:th cum:nt revenues avoiding procedures
that balance current b geta by p@stponmu needed expend1tures accrumg future re.venues orrolling
over short-term dcbt : R -

s

I

The City will avoid usmg"temparary ( one-nme) Tevenues to- fundmntnnuﬁl.ﬁl}gb-ing services. One-
time revenues will be usecf {m‘ly tor one-ttme expendltures : g

Enterprise Fund Fees and‘”Rates

Each Enterprise Fund of the City w&l[ mamtam revenues whlchabupport the full {direct and indirect)
cost of the service provided; including operations, overhead, capital outlay, debt service and future
infrastructure replacement.

The City will review and adjust Enterprise Fund fees and rate structures as required to ensure that
they remain appropriate and equitable. A comprehensive water / sewer rate analysis will continue to
be reviewed, updated and annually approved by the Financial Services Committee, Water & Sewer
Rates Board and City Council for any rate adjustments.
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Bupcer HiGHLIGHTS

INVESTMENT POLICIES - OBJECTIVES

Funds held by the City of Rochester Hills will be invested in accordance with Michigan Public Act
239 of the Public Acts of 1988, as amended, and in accordance with the following objectives, procedures
and policy.

Sufety of Capital - Safety of principal is the foremost objective of the City. Each investment
fransaction shall seek first to ensure that capital losses are avoided.

Liguidity - The City’s investment portfoho willremain sufﬁmently liquid to enable the City to meet all
operating reguirements. e e

Return on Investment -'T he mwestment partfoho'”shail be d351gned in-a manner to attain a2 market
rate of retum throughoutzbudgetary and economic cyvcles Whlle preservmg dnd pro‘{ectmg capital.

Protection of. Purch asing. Pow::r Funds held for wate ewer and capltai projects shall be invested
so that they can be reasonably expected to produce enaugh income 1o ofiset"inﬂatronaly construction
cost increases. H{)we‘ver sach. funds shall never be:e; posed torrisks that wou%d Jeopardlze the
assers’ capxlal value or be.i h-state an. Sy P

Maintain the Pablic’s Trust - pafticipantsin the-x-nvestmentpmce::s shall seek 0 act responsibly
as custodians of“the public trust. Invéstment officials shaﬂ‘recoam ze that the mvestmcnt portfolio is
subject to public review anid evatuation, In- addition, the ovérall investment program-shall be designed
and managed Wlth adegree ofpmfessmnahsm that is worthy of the public trust. “investment officials
shall also dvmd any transaction that mi ght knomnbjy mlpmr public Lonﬁdence in, the City of Rochester
Hills® ability to. gmfem effecuveiv R ;

LV *a-

Reserves / Fund Balance e e »

overit’s l:abﬂmes

The City will strive to maintain workmg, Lapnal or fund balances of at least 15% - 20% of annual
operating expenditures within the General Fund, Specsai Revenue Funds, and Enterprise Funds.
Debi and Emterprise Funds will also maintain reserves in accordance with ordinance requirements
and bond covenants. These reserve policies are considered to be the minimum level necessary to
maintain the City’s credit worthiness and to adequately provide for:

+  Protection against economic uncertainties, focal disasters, and other financial hardships including
downturms in the tocal, state or national economy

+  Contingencies for unforeseen operating needs or unfunded mandates

+ Cash flow requirements

= Infrastructure replacement and/or capital improvements
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Bupcer HicHLIGHTS

DEBT POLICIES

The City of Rochester Hills is legally subject to the debt requirements of the Public Acts of the State
of Michigan and the City Charter (please reference the Debt Service Funds section for a more
detailed explanation).

The City will consider the use of debt financing only for one-time capital improvement projects and
only under the following circumstances:

+  When the terms of financing will not exceed the-project’s useful life
»  When identified revenue resources will b fﬁmenuo serwce the lonmterm debt obligations

h Y

Capital improvements will be ﬁnanced prlmaﬂlythréugh*genera taxglew es ‘user fees, service charges,
special assessments, reverite- bomés ordther self-supporting bondswhe’n beneﬁtb can be specifically
attributed to users of the faml rty #

Debt financing wnllmotbe'cons:dered Appropr iate for cmy g pui "ose“"suéh‘@gcﬁr_rent operating

or maintenance expcndl tures

agenmeb

The City will use the:f lowmgm eriteria to evaiuate pay- ds-you-go versus “long-_
funding capital tmproVemems : > ;

Factors that favor * ‘pa

» Current revenues :'0_;

be accomplished ,
+  Existing debt levels wotild 2 it v‘
+ 'Market conditions are unstabie

e o1 pg_ﬂjrect phasing can

Factors that favor “long-term financing”™

+ Revenues available for debt service are deemed to be sufficient and reliable so that long-term
finances can be marketed with investment prade credit rating

» The project securing the financing is of the type which will support an investment grade
credit rating

«  Market conditions present favorable interest rates and demand for City finances

+ The serviceabie life of the project or asset to be financed will exceed the life of the debtobligation




