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Attachment 1

BACKGROUND REPORT

The Board Commuittee of Mr Dudenhefer and Mr Woodson has worked with staff to revise
the County’s financial guidelines Attachment 2 1s a side-by-side companson of the current
guidelines and the proposed revisions



Attachment 2

Principles of High Performance Financial Management

Adopted June, 2005

The Stafford County Board of Supervisors hereby establishes
1is Principles of High Performance Financial Management
to prudently manage the people’s resources through

e Accountable and straightforward allocation of
resources

s Planned strategic use of financial rescurces to
ensure sustamability

¢  Mantaining and upgrading the County’s bond
ratmgs

e Balanced tax burden from residential and
commercial sources

DEBT LIMITATIONS

s  General obligation debt shall not exceed 4 5% of
the assessed valuation of taxable real property

s  General fund debt service expendrtures {County and
Schools) shall not exceed 12% of the general
government budgst

s Capial lease debt service shall not exceed 2% of
the general government budget with 2/3 allocated to
the Schools and 1/3 allocated to the County
Capital lease debt may only be used 1f the following
four criteria are met

1 Capial lease purchase is eligible under
state law for such financing, and,

2 Useful life of the purchase equals or
exceeds the term of the debt, and,

3 Total purchase exceeds $100,000, and,

4  Sufficient funds are available to service the
capitat lease debt

CAPITAL_IMPROVEMENF PROGRAM (CIP) AND BONDED
DEBT SERVICE AFFORDABILITY GUIDELINES

e A five-year CIP allocating capital improvement
finds between the Schools and General
Government will be adopted annually

s  CIP projects will be no less than $500,000 each

o Each vyear’'s available debt service will be
established by increasing the prior year’s actual
debt service by the percentage of general fund
revenue changes averaged over the last 5 years

Draft - July, 2008

The Stafford County Board of Supervisors hereby establishes
s Principles of High Performance Financial Management
to prudently manage the people’s resources through

s Accountable and strasghtferward transparent
allocation of resources

e  Planned strategic use of financial resources to
ensure sustamability

e  Mamtaining and upgrading the County’s bond
ratings

# Balanced tax burden from residential and
commercial sources

DEBT LIMITATIONS

e General obligation debt shall not exceed 4 5% of
the assessed valuation of taxable real property

¢  General fund debt service expenditures (County and
Schools) shall not exceed 12% of the general
government budget

*  Capital lease debt service shall not exceed 2% of the
general government budget with 2/3 allocaied to the
Schools and 1/3 allocated to the County Capital
lease debt may only be used if the following four
criteria are met

1 Capital lease purchase 1s eligible under
state law for such financing, and,

2  Useful hfe of the purchase equals or
exceeds the term of the debt, and,

Total purchase exceeds $100,000, and,

4  Sufficient funds are available to service the
capital lease debt

CAPITAL IMPROVEMENT PROGRAM (CIP) AND BONDED
DEBT SERVICE AFFORPABILITY GUIDELINES

¢ A five-year CIP allocating capitzl mmprovement
funds between the Schools and General
Government will be adopted annually

» CIP projects will be no less than $500,000 each

e FEach year’s avalable debt service will be
established by increasing the prior year’s actual
debt service by the percentage of general fund
revenue changes averaged over the last 5 years




Principles of High Performance Financial Management

Adopted June, 2005

UNDESIGNATED FUND BALANCE

The County shall maintan an undesignated fund
balance that 15 not less than 10% of annual general
fund revenues Use of the undesignated fund
balance below this amount will be restricted to only
sigruficant unexpected declines n revenues or
unanticipated emergency expendrures Following
any use of undesignated fund balance, the County
will replenish the undesignated fund balance within
three fiscal years

After the yearly andit and m consideration of
current  financial conditions, the Board of
Supervisors may allocate amounts 1n excess of the
mmimum undesignated fund balance as follows

a The School Operating Fund unreserved
(available) balance will be re-appropnated
annually to the Schoot Board for capital or
start-up expenditures

b The amount mn excess of the mmumnum
undesignated fund balance will be divided
equally between the Schools and General
Government and shall be used only for
one-tune expenditures

Draft - July, 2008

UNDESIGNATED FUND BALANCE

The County shall mamtam an undesignated fund
balance that 1s not less than 10% of annual general
fund revenues Use of the undesignated fund
balance below this amount will be restricted to only
significant unexpected declines mn revenues or
unanticipated emergency expenditures Following
any use of undesignated fund balance, the County
will replenish the undesignated fund balance wathin
three fiscal years

Stafford County does not intend to establish a trend
of using Fund Balance to finance current gperations

As & nonrecurring source of revenue. any'balance
not needed for hquidity or financial cushion as
noted above will be spent solely for nonrecurrng
uses  After the yearly audit and n consideration of
current financial conditions, the Board of
Supervisors may allocate amounts m excess of the
mmimum undesignated fund balance as follows

I The School Operating Fund unspent
unreserved (available) balance waill may be
re-appropriated annually to the School
Board for capital, or start-up_or other
nonrecurring expenditures

2  The County Operating Fund unspent

unreserved (available) balance may be re-
appropriated annually 10 County

departments for capial, start-up or other
nonrecurring expenditures

3 The amount i excess of the mmimum
undesignated fund balance will be reserved
for future capital projects divided equally
between the Schools and General

Government and—shall—be—used—only—for
one-time—expenditures-_1n order to reduce

the County’s reliance on debt




Principles of High Performance Financial Management

Adopted June, 2005

General Fund Budget Guidehnes

The school’s share of the general government
revernies will be 100% of meals tax revenues and a
target of 69% of all other local tax revenues The
school operaung transfer will be the difference
between the school’s share of general govermment
revenues and school-related bonded and lease debt
service

An amoumt equivalent to 1% of general fund
revenues will be set aside for pay-as-you-go capital
projects

An amount equivalent to 1% of general government
expenses will be set aside for the operating budget
cOntNgency reserve

Draft — July, 2008

General Fund Budget Guidelines

Stafford wili prepare and approve an annual budget

The County will annually adopt and execute a

budget for such funds as may be required by law or

by sound financial practices and generally accepted
accounting prmciples The budget shall control the

levy of taxes and the expenditure of money for all
County purposes during the ensung fiscal year The
County budget shall be balanced withim all available

operating revenues, mcludmg find balance, and
adopted by the Board of Supervisors

Each year as part of the budget process, five vear
projections of revenues and expenditures will be

prepared

Stafford County does not mtend to issue tax or
revenue anticipation notes to fund operations The
County intends to manage cash to prevent
borrowing to meet cash flow needs

The school’s share of the general government
revenues will be 100% of meals tax revenues and a
portion a—iarget—of 699 of all other local tax
revenues based on growth and the needs of school
and County depariments At no tume will the
school’s share be below the required local funding
amount as defined by the Commonwealth The
school operatmg transfer will be the difference
between the school’s share of general government
revenues and school-related bonded and lease debt
service

An amount eqmvalent to 1% of general fund
reverues expenditures will be set aside for pay-as-
you-go capital projects

An amount equvalent to + % % of general
government expenses will be set aside for the
operating budget contingency reserve

Budget & Finance Committee

The Chauman of the Board of Supervisors will

appouwnt a Budget & Finance Committee each vear

Budget Reviews

On_a monthly basis, staff will provide written
budget reports to the Board of Supervisors
Additionally, staff will provide quarterly budget and

finance presentations at meetings of the Board of
Supervisors




Principles of High Performance Financial Management

Adopted June, 2005
Tax Trigger Provision

e« General revenue increases that exceed revenue
forgcasts, and are not accompanied by additional
costs m the annual budget process, provide a trigger
to reduce the real estate tax rate

Periodic Policy Review

¢  The Board of Supervisors will review this policy no
less than once every two years

Note General Government 15 defined as the General Fund
plus the School Fund minus the School Transfer

Draft — July, 2008

Tax Trigger Provision

e General revenue ncreases that exceed revenue
forecasts, and are not accompanied by additional
costs m the annual budget process, provide a trigger
to reduce the real estate tax rate

Periodic Policy Review

¢ The Board of Supervisors will review this policy no
Iess than once every two years

Draft Budget Procedures/Calendar (This entire section 1s new)

Month Proc¢edure

October Work Session

¢  Prelimnary pnior year balances
s |st quarter review of fiscal year
e Preliminary budget overview to include

o}
0
a]
o

Revenue projection with no increase m equalized tax
Expenditures with no new initiatives other than required
Information on new revenues and expenditures

Budget calendar

BOS/School Board Jomt work session

November

Feedback/Consensus/Gudance from the Board

Board priortties/Performance standards

Proposed CIP work session

December
Audit Report

January Work Session

Public Hearing and adoption of CIP

e  Final prior year balances

Mid-year review

®
¢ Revenue trends for upcoming budget
¢ Feedback from Board

February

March, 1* meetmg
March, 2™ meetng

April, 1% meeting
April, 2™ meeting

April, 3™ meeting Adopt budget

Budget work session
Budget work session & public hearing

Receive School Budget by Mid-February

County Administrator presents Proposed Budget
Budget work session



