v FINANCE & ADMINISTRATION COMMITTEE &
@_@% COMMITTEE OF THE WHOLE HYBRID MEETING -

SPECIAL
Wﬁ‘ Tuesday, August 30, 2022, at 6:00 PM
Snoqualmie City Hall, 38624 SE River Street & Zoom

COUNCILMEMBERS

James Mayhew, Chair
Councilmembers: Cara Christensen and
Bryan Holloway

This meeting will be conducted in person and remotely using teleconferencing technology provided by Zoom.

Join by Telephone: To listen to the meeting via telephone, please call 253.215.8782 and enter

Webinar ID 880 1897 0598 and Password 1830050121 if prompted.
Press *9 to raise your hand to speak. Raising your hand signals the meeting moderator that you have a comment.
Press *6 to mute and unmute.

Join by Internet: To watch the meeting over the internet via your computer, follow these steps:
1) Click this link
2) If the Zoom app is not installed on your computer, you will be prompted to download it.
3) If prompted for Webinar ID, enter 880 1897 0598; Enter Password 1830050121
4) Please confirm that your audio works prior to participating.

CALL TO ORDER & ROLL CALL
AGENDA APPROVAL
PUBLIC COMMENTS
AGENDA BILLS
1. AB22-074: Financial Management Policy, Cont.

Proposed Action: Discussion only; continue F&A Committee and Council deliberations as per the
amended Budget Calendar

ADJOURNMENT



https://us02web.zoom.us/j/88018970598?pwd=aDk4cEFhZTJVR29kTjg3R1pXN0ZQQT09
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Q’@W BUSINESS OF THE CITY COUNCIL 23;352;‘(‘) 2022
M' ‘ CITY OF SNOQUALMIE ’

Committee Report
AGENDA BILL INFORMATION

TITLE: AB22-074: Financial Management Policy Discussion Only
[ Action Needed:
RECOMMENDED F&A Committee Discussion: Review Proposed Policy ] Motion
ACTION: Council: Adopt Ordinance No. (to be assigned) [J Ordinance
establishing and updating comprehensive Financial [J Resolution
Management Policy

DEPARTMENT: Finance
STAFF: Jen Ferguson, Finance Director
COMMITTEE: Finance & Administration Meeting Date: August 2, 2022
COUNCIL LIAISON: James Mayhew Bryan Holloway Cara Christensen
1. Staff Memo dated August 2, 2022
2. Current Financial Policies and SMC Excerpts
EXHIBITS: 3. Propose.d FlnanC|a.1I Manageme.nt Policy
4. Comparison Matrix of New Policy to Current
5. Proposed Financial Management Policy — WIP version with changes to date
6. Ordinance No. XXXX (To be presented for Council Deliberations at a later date)

SUMMARY

The purpose of this agenda bill is for Council consideration of the proposed Financial Management Policy.

LEGISLATIVE HISTORY

The Financial Management Policy discussions occurred or were included in the committee agendas for
discussion at the following Finance & Administration (“F&A”) Committee meetings:

May 3, 2022 June 7, 2022 July 6, 2022 Aug 2, 2022 Aug 29, 2022
May 17, 2022 June 21, 2022 July 19, 2022 Aug 3, 2022 Aug 30, 2022
BACKGROUND

The City Council is in the process of reviewing and updating the Financial Management Policy. A staff memo
has been prepared to provide context and an overview of the policy update project (see exhibit 1). The F&A
Committee has begun review of all current, separate and outdated policies, as well as, excerpts of various
section of the Snoqualmie Municipal Code pertaining to financial policy or financial procedures (see exhibit 2).
Final policy is expected to be authorized through the adoption of an Ordinance.
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ANALYSIS

The proposed Financial Management Policy is attached as Exhibit 3. The F&A Committee will continue
discussion on the proposed policy. On June 14, 2022, and August 2, 2022, the proposed Financial
Management Policy was provided to the City Council in advance for study prior to its upcoming Council
Meeting on August 8, 2022.

Exhibit 4, a comparison matrix was prepared to assist with comparing parts of existing, old policies and SMC
with the new, combined Financial Management Policy. This matrix also includes a section of code and the
proposed changes/repeals for council’s consideration.

During the August 3 and August 4, 2022 F&A Committee meetings, the committee made good progress on
their review of the proposed financial management policy. The F&A committee is committed to this work and
scheduled special F&A committee meetings for August 29 and August 30, 2022. The Budget Calendar will
require amendment. Exhibit 5 is a work-in-progress WIP version of proposed policy with F&A Committee
changes to date.

BUDGET IMPACTS

While there are no budgetary impacts for updating and setting financial management policy, effective
financial policy is essential to the overall financial health of the city and assists elected officials, management,
and staff in making sound financial decisions. The budget is a key decision-making tool for establishing the
level of service delivery and making capital investments.

NEXT STEPS

e August 29, 2022 F&A Committee — Financial Management Policy, Continue Review

e August 30, 2022 F&A Committee — Financial Management Policy, Continue Review

e September 12, 2022 Regular Council Meeting — Financial Management Policy, Discussion and
potential Ordinance First Reading

e September 25, 2022 Regular Council Meeting — Financial Management Policy, Ordinance Second
Reading & Adoption

PROPOSED ACTION

Discussion only; continue F&A Committee and Council deliberations as per the amended Budget Calendar
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M 38624 SE River Street

PO Box 987

Snoqualmie, WA 98065
[ Office: 425-888-1555
Fax: 425-831-6041

www.ci.snoqualmie.wa.us

DATE: August 2, 2022

TO: Finance & Administration Committee
City Council

FROM: Jen Ferguson, Finance Director

SUBJECT:  Comprehensive Financial Management Policy Update Project

The purpose of this memo is to provide an overview of the comprehensive financial policy update
project. The expected outcome is for the city council to adopt updated financial policy that is
comprehensive, modern, based on optimal practices and creates a consolidated fiscal guidance
manual that replaces multiple, single topic policies and SMC.

Comprehensive financial management policy serves as an operational guideline and basis for
management and staff to crystallize strategic intents for dealing with fiscal vitality and to support
the city council’s future strategic plan which is a long-term plan with priorities, goals, objectives,
and action items. The city council sets forth the authorities, responsibilities, and accountability
requirements of those participating in the operations of Snoqualmie city government at all levels of
the organization.

The following is a list of guiding objectives for the city council to consider as we discuss new and
updated financial policy:

e Establish good fiscal management practices
o (larify strategic intents for fiscal management
e Define boundaries and balance
o Control over courses of action taken by management
o Flexibility for management to exercise discretion to carry-out policy
Support good bond ratings
Promote long-term and strategic thinking
Manage risks to financial condition
Implement established public management best practices

A collaborative approach is our goal, in updating and developing a new financial policy document
that contains acceptable and unacceptable courses of action, establishes parameters in which the
city may operate and provides a standard for safeguarding city financial resources and practices.

This effort was expected to occur over a 3-month period; however, is being extended due to the
significant workplan of the city council, council committees and city administration. On April 25,
2022, the City Council approved a 2023-2024 Biennial Budget Development Calendar of meetings,
which include both F&A Committee meetings, special budget workshop meetings and regular City
Council meetings that pertain to financial policy updates. The budget calendar was recently
amended on July 25, 2022.




Policies vs procedures

Financial policy is guidelines for financial decision making; whereas financial procedures cover the
detailed steps needed for management to accomplish business processes. Procedures complement
policy because they align the day-to-day work performed by staff. Often, and in various Snoqualmie
existing policies or code, policy and procedures are blended. This comingling may lead to unclear
policy and weaken the underlying principles or goal of the policy and shift from policy governance
to potential duplication of management responsibilities. The proposed financial management policy
seeks to separate policy and procedures.

Financial policy evaluation and updates include the following steps:

= Review existing financial policies (see Current Policies and Code)

o Existing financial policy is in many forms from Snoqualmie Municipal Code, a policy
document last updated in 2008 and a number of separate policy documents
pertaining to a single topic. These policy documents and code excerpts have been
combined into one document for review. (See exhibit 2)

= Review proposed, updated Financial Management Policy (see Proposed Policy)

o A proposed policy document has been prepared which establishes financial
principles, priorities, objectives, benchmarks, targets, and overall management
guidance.

o The new policy is expected to be adopted by the city council and would replace
current, old policies. Some SMC would be expected to be repealed or updated. (See
exhibit 3)

o A comparison matrix has been prepared to assist with comparing current policies
and code with the proposed new consolidated and comprehensive policy. There is
no easy way to compare old policies to the new. (See exhibit 4)
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RESOLUTION NO. 1402

A RESOLUTION AMENDING THE COMPREHENSIVE
FINANCIAL POLICIES TO UPDATE SECTION XVII,
HUMAN SERVICES

WHEREAS, the City Council of the City of Snoqualmie adopted Resolution 777
on March 13, 2006, establishing Comprehensive Financial Policies; and

WHEREAS, the City Council of the City of Snoqualmie adopted Resolution 849
on April 14, 2008, adding Section XVII Human Services to the Comprehensive Financial
Policies; and

WHEREAS, City of Snoquaimie staff have prepared an update to Section XVII
Human Services of the Comprehensive Financial Policies;

WHEREAS, the update to Section XVII Human Services of the Comprehensive
Financial Policies will take effect on October 1, 2017; and

NOW THEREFORE BE IT RESCLVED that the City Councii of the City of
Snoqualmie approves and adopts the update to Section XVII Human Services of the
Comprehensive Financial Policies (updated section attached hereto) acknowledging the

effective date of October 1, 2017.

Res. No. 1402
Page1of2

Exh 2-Current-Page 1 of 94
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PASSED AND ADOPTED by the City Council of the City of Snoqualmie,

Washington, this 11th day of September 2017.

ATTEST:

Jadi Warren, MMC, City Clerk

Approved as to form:

~YFE & te s,

Bob Sterbank, City Attorney

Res. No. 1402
Page 2 of 2

L/M//

ewR Larson Mayor

Exh 2-Current-Page 2 of 94
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Comprehensive Financial Management Policies

Section XVIl Human Services

A. Goals and Objectives. The mission of the City of Snoqualmie’s human services
competitive allocation process is to distribute funds to non-profit agencies
serving the greater Snoqualmie Valley area that support and aid youth, adults,
seniors, and families in need. Agencies approved for funding may use the money
to improve capital facilities or support ongoing operational programs.

B. Human Services Fund. The Chief Financial Officer shall establish a Human
Services Fund that accounts for and distributes allocated resources from the
General Fund (#001). The Chief Financial Officer shall maintain a reserve of
$50,000 in the Human Services Fund for the expressed and authorized use of City
of Snoqualmie Council when community need is deemed to exceed existing
annual funding. {See Section G Reserve Requirements for additional rules.)

C. City Funding of Program. The General Fund will transfer sufficient resources
to the Human Services Fund after meeting debt service, operating, and reserve
requirements to support the competitive allocation process. Funding for the
competitive allocation process shall not exceed 1.12% of budgeted General Fund
revenues in 2018 and for every subsequent year. The Human Services Fund will
maintain a reserve balance equal to $50,000. The Revolving Reserve Fund (#004)
will provide the initial balance and subsequently maintain the balance level
through a transfer upon adoption of the biennial budget.

D. Organizations Eligible for Human Services Funding. Eligible organizations shall
meet the following to be considered for human services funding by the City of
Snoqualmie:

a. Must provide direct services that support or benefit youth, adults,
seniors, or families in need.

b. Must place a particular emphasis on serving “at-risk” individuals and/or
families.

¢. Administrative costs as a percentage of the requested funding must be
significantly below 30%.

d. Provide services within the boundaries of first, the City of Snoqualmie
and, secondly, within the boundaries of the Snoqualmie Valley School
District.

e. Recognized as an IRC 501(c)3 non-profit entity by the Internal Revenue
Services or registered with the State of Washington as a non-profit
organization for Washington business license purposes, regardless of
religious or fraternal affiliation.

E. Application, Scoring, and Timeline.

Exh 2-Current-Page 3 of 94
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a. Application Process: Each organization shall submit an annual application
for review and consideration. Each applicant shall provide the following
information in the application:

i. Name and address of the organization.
iil.  Contact information.
iii. ~ Amount of funding requested.
iv.  The purpose of the funding.
v. A description of the organization, its governing structure and
philosophy.
vi.  Other supporting information that will aid in the determination of
eligibility, partnerships, and support.
vii.  Proof of non-profit status, either IRS letter of determination or State
of Washington registration.

1. This requirement is only applicable the first time that an
applicant submits an application and every three years
thereafter.

vili. A copy of the most recent financial statements, most particularly
operating or “profit and loss” statements.
ix.  Alist of the governing body members.

b. Scoring Process: Each application shall be evaluated based on three
major criteria:

i Purpose for which funding is requested.
1. Must meet City’s human services goals with emphasis on
benefiting the most vulnerable and the broadest needs.
ii.  Service area/organizational structure of applicant.
1. Emphasis on volunteer organization over structured,
professional organization
2. Emphasis on City of Snoqualmie residents but not necessary to
be located in Snoqualmie
3. Emphasis on low operating cost to benefit ratio.
iii.  Available resources and partnerships.
iv.  Iltemsi. and ii., should be given greater scoring emphasis then item iii.
v.  Council reserves the right to make exceptions to the scoring results
for meritorious applications as recommended by the Finance and
Administration Council Committee.

¢. Timeline: The following timeline shall be applicable beginning the first full
fiscal year following adoption of this policy:

i.  Applications are provided to all potential applicants by mail or
upon request no later than the last Friday in September of each
year.

ii.  Applicants are to submit applications no later than the second to
last Friday in October every year.

Exh 2-Current-Page 4 of 94
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jli.  Applications will be scored and ranked no later than the second
Wednesday in November every year.

iv.  Applications and ranking wiil be submitted to the Finance and
Administration Council Committee no later than the last meeting
in November.

v.  Council shall approve contract amounts no later than the last full
council meeting in December.

F. Administration.

a. Administration of the Human Services competitive allocation process
shall be at the discretion of the Mayor. Council oversight is delegated to
the Finance and Administration Council Committee whose responsibility
is to recommend to City Council the eligible applicants and the level of
funding proposed for each applicant.

b. Funding disbursements shall be made in compliance and conformance
with applicable State statutes and Attorney Genera! Opinions at the time
of the annual allocation, particularly RCW 42.24.080 as modified by SHB
2639 as related to advance payments and contractual obligations.

G. Reserve Requirements. The City of Snoqualmie will maintain a reserve of
$50,000 in the Human Services Fund. The Revolving Reserve Fund (#004) will
provide the initial balance and subsequently maintain the balance level through
a transfer upon adoption of the biennial budget.

a. The only authorized use of this reserve is to support the competitive
allocation process when community need is deemed to exceed annual
funding and to provide immediate and catastrophic relief to those
residents most vulnerable and in greatest need.

b. The City of Snoqualmie shali establish a petty cash account with a balance
not to exceed $300 with the City of Snoqualmie’s authorized bank for use
by the Police and Fire Departments to meet the immediate and
catastrophic needs of residents.

¢. Authorized signatories to the checking account, in addition to the Mayor,
City Administrator, and Chief Financial Officer, include:

i.  The Police and Fire Chiefs
il.  The duty Police Sergeants
ili.  The duty Fire Lieutenants

d. Each department shall have a checkbook which is to be maintained in the
possession of the duty Police Sergeant and duty Fire Lieutenant.

e. Authorized expenditures are to be limited to immediate food for children,
one night lodging during inclement weather for the impoverished or

abused, sanitary supplies for infants, and other similar needs.

3
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f.

The following documentation shall be provided to the Chief Financial
Officer the next business day after disbursement:

i. A brief report describing the situation, including Police and/or
Fire incident number, date and time, the age of the targeted
individual(s), nature of need, and action taken.

iil.  Receipt of expenditure.

The Chief Financial Officer, in concurrence with the City Administrator
and Mayor, is authorized to revoke use of either the Police or Fire
Department checkbook or to terminate the petty cash account if, in
his/her discretion and with supporting documentation, misuse of these
funds occurs.

Exh 2-Current-Page 6 of 94
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RESOLUTION NO. 559

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SNOQUALMIE,
WASHINGTON, ESTABLISHING AN INVESTMENT POLICY.

WHEREAS, the Washington State Treasurer's office have recommended the City
of Snoqualmie establish an Investment Policy, and

WHEREAS, the City of Snoqualmie deems it necessary to approve an Investment
Policy,

NOW, THEREFORE, be it resolved by the City Council of the City of
Snoqualmie, Washington, as follows:

Section 1. The Investment Policy, as set forth in "Exhibit A" attached hereto, is
hereby approved and adopted.

X PASSED by the City Council of the City of Snogualmie, Washington, this
24" day of July 2000.

et¢her, Mayor

Attest:

di Warren, CMC City Clerk

Resohition 559 — Page 1 of 1

Exhibit A - Policy
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Investment Policy

City of Snoqualmie

Policy:

It is the policy of the City of Snoqualmie to invest public funds in a manner that will
provide the highest return with maximum security while meeting the daily cash flow
demands on the treasury and conforming to all Washington statutes governing the invest-
ment of public funds.

Scope:

This investment policy applies to all financial assets of the city. These funds are
accounted for in the city’s annual financial report and include:

1. General Fund

2. Special Revenue Funds
3. Capital Project Funds
4. Enterprise Funds

5. Trust and Agency Funds
6.

Any new fund created by Council, unless specifically exempted by Council.

This invesiment policy applies to all transactions involving the financial assets and
related activity of all the foregoing funds.

Objectives:

Investments will be made with judgement and care - under circumstances then prevailing-
which persons of prudence, discretion, and intelligence exercise in the management of
their own affairs, not for speculation, but for investment, considering the probable safety
of their capital as well as the probable income to be derived.

The standard of prudence to be used by the investment office will be the “prudent
person” and shall be applied in the contest of managing an overall portfolio. The
investment officer acting in accordance with this policy and exercising due diligence
shall be relieved of personal responsibility for an individual security’s credit risk or
market price changes, provided deviations from expectations are reported in a timely
manner and appropriate action is taken to control adverse developments.
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Strategy and Objectives:

The primary investment strategy will be to invest excess idie cash within the constraints
of this policy in order to increase interest earmngs. This will be done in a manner that
supports the city’s primary purpose of providing services to the public.

The primary objectives, in priority order, of the city’s investment activities shall be:

Safety: Safety of principal is the foremost objective of the city. Investments of the City
of Snoqualmie shall be undertaken in a manner that seeks to ensure the preservation of
capital in the overall portfolio.

Liguidity: The city’s investment portfolio will remain sufficiently liquid to enable the
city to meet all operating and debt service requirements that might be reasonably
anticipated.

Return on Investment: The city’s investment portfolio will be designed with the
objective of attaining a market rate of return throughout the budgetary and economic
cycles, taking into account the city’s investment risk constraints and the cash flow
characteristics of the portfolio. Investment of tax exempt borrowing proceeds and of any
debt service funds will comply with the “arbitrage” restrictions of section 148 of the
Internal Service Code of 1986.

Delegation of Authority:

Management responsibility for the investment program is hereby delegated to the City
Treasurer. The City Treasurer will be responsible for all transactions undertaken and has
established a system of controls and standard operating procedures to regulate the
activities of subordinate officials.

Ethics and Conflicts of Interest:

Officers and employees involved in the investment process shail refrain from personal
business activity that could conflict with proper execution of the investment program, or
which could impair their ability to make impartial investment decisions. Employees and
investment officials shall disclose to the Council any matenal financial interests in
financial institutions that conduct business within this jurisdiction, and they shall further
disclose any large personal financial/investment positions that could be related to the
performance of the city’s portfolio. Employees and officers shall subordinate their
personal investment transactions to those of the City of Snoqualmie, particularly with
regard to the time of purchases and sales.
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Authorized Financial Dealers and Institutions:

It is the intent of the City Treasurer to conduct his/her investment transactions with
several competing, reputable invesiment sccurities broker/dealers and financial
institutions.

The City Treasurer will maintain a list of financial institutions, as required by the Public
Deposit Commission, authorized to provide investment services. (RCW 39.58.080). In
addition a list will also be maintained of approved security broker/dealers who maintain
an office in the State of Washington. These may include “primary” dealers or regional
dealers that qualify under Securities and Exchange Commission Rule 15C-3 (uniform net
capital rule). No public deposit shall be made except in a qualified depository in the
State of Washington. Total deposits may not exceed that depository’s net worth (RCW
39.58.130).

Authorized Investments:

e Certificates, notes, bonds or other obligations of the United States. RCW 43.84.080;
36.29.020. (Treasury bills, bonds.)

e Obligations of US agencies or of any corporation wholly owned by the government of
the United States. RCW 43.84.080, 36.29.020. (Government National Mortgage
Association bonds. Small Business Administration bonds. )

e Federal Home Loan Bank notes and bonds. RCW 43.83.080; 36.29.020.

e Federal Land Bank bonds. RCW 43.84.080; 36.29.020.

e Federal National Mortgage Association notes, debentures and guaranteed certificates
of participation. RCW 43.84.080; 36.29.020.

e Notes or bonds secured by mortgage that the Federal Housing Administrator has
insured or made a commitment to insure in obligations of national mortgage
associations. RCW 39.60.010.

o Debentures issued by the Federal Housing Administrator. RCW 39.60.010.
e Bonds of the Home Owner’s Loan Corporation. RCW 39.60.010.

e (Obligations of any other government-sponsored corporation whose obligations are or
may become cligible as collateral for advances to member banks as determined by the
board of governors of the federal reserve system. RCW 43.84.080; 36.29.020.
(Federal Farm Credit Banks consolidated system-wide bonds and discount notes.
Federal Home Loan Mortgage Corporation bonds and discount notes. Student Loan
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Marketing Association bonds and discount notes. Export-Import Bank bonds.
Maritime Administration bonds.)

Bonds of the State of Washidgton and any local government in the State of
Washington, which bonds have at the time of investment one of the three highest
credit ratings of a nationally recognized rating agency. RCW 39.59.010.

General obligation bonds of a state other than the State of Washington and general
obligation bonds of a local government other than the State of Washington, which
bonds have at the time of investment one of the three highest ratings of a nationally
recognized rating agency. RCW 39.59.010.

Bonds or other obligations issued by a housing authonty pursuant to the housing
authorities’ law of this state or issued by any public housing authority or agency in
the United States. RCW 35.82.220.

Bonds or warrants of the State of Washington. RCW 35,39.030.
Washington State Housing Finance Commission bonds. RCW 43.180.190.

Port district revenue bonds and notes issued under authority of Chapter 54.34 RCW.
RCW 54.34.150.

Bonds or other obligations issued by a metropolitan corporation pursuant to Chapter
35.58§ RCW. RCW 35.58.510.

State, county, municipal, or school district bonds, or warrants of taxing districts of the
state. Such bonds and warrants shall be only those found to be within the limit of
indebtedness prescribed by law for the taxing district issuing them and to be general
obligations. RCW 43.83.080.

General obligation or utility revenue bonds or warrants of any city or town in the
state. RCW 35.39.030.

The city’s own bonds or warrants of a local improvement district that are within the
protection of the local improvement guaranty fund law. RCW 35.39.030.

The city’s own local improvement installation notes that are within the protection of
the local improvement guaranty fund law. RCW 35.45.150.

Interim financing warrants of a local improvement district that is within the protection
of the local improvement guaranty fund law for the benefit of the General Fund.
RCW 35.39.034.
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Item 1.

- o Subject to the arbitrage provisions of Section 148 of the Federal Internal Revenue
. Code or similar provision concerning the investment of state and local money and
funds, the following mutual funds and money market funds:

1. Shares of mutual funds with portfolios consisting of only United States gov-
ermment or United States government guaranteed bonds issued by federal
agencies with average maturities of less than 4 years, or bonds described in
RCW 39.59.020 (1) or (2), except that bonds otherwise described in RCW
39.59.020 (1) or (2) shall have one of the four highest ratings of a nationally
recognized rating agency;

2. Shares of money market funds with portfolios consisting of only bonds of
states and local governments or other issuers authorized by law for investment
by local governments, which bonds have at the time of investment one of the
two highest credit ratings of a nationally recognized rating agency;

3. Shares of money market funds with portfolios consisting of securities
otherwise authorized by law for investment by local governments. RCW
39.39.030

o Bankers’ acceptances purchased on the secondary market. RCW 43.84.080,
36.29.020.

. e Any investments authorized by law for the treasurer of the State of Washington or
any local government of the State of Washington but, except as provided in Chapter
39.58 RCW, such investments shall not include certificates of deposit (CD) of banks
or bank branches not located in the State of Washington. RCW 39.59.020.

Safekeeping and Custody:

All security transactions, including collateral for repurchase agreements, entered into by
the City of Snoqualmie shall be conducted on a delivery-versus-payment (DVP) basis.
Securities will be held by a third party custodian designated by the City Treasurer.

Repurchase agreements may be entered into on a safekeeping basis only if a master
agreement with the bank or trust department providing the safekeeping is first obtained
and it very clearly establishes that the bank/trust is acting as third party agent for the City
Treasurer, not the broker/dealer arranging the repurchase agreements. Such third party
safekeeping arrangements will be documented with a signed agreement between the City
Treasurer and the bank/trust involved assuring that the City Treasurer has absolute
control over the securities once they are delivered to safekeeping and that the dealer does
not have access to them under any circumstances.
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Diversification:

It is the policy of the city to diversify its investment portfolio to eliminate the risk of loss
resulting from over concentration of assets in a specific maturity, a specific 1ssuer, or a
specific class of securities.

Item 1.

Diversification by Instrument Maximum % portfolio

US Treasury Obligations (Bills, notes and bonds) 100%

US Government Agency Securities & Instrumentalities of Government

Sponsored Corporations 100%
Municipal Bonds 50%
Banker’s Acceptances (BA’s) 20%
Certificates of Deposits (CD’s)

*Commercial Banks 100%
*Savings and Loan Associations 10%
Local Government Investment Pool 100%
Federated Money Market Fund 25%

Diversification by Financial Institution:
Bankers' Acceptances (BA’s), No more than 10% of total porifolio with one institution.

Certificates of Deposit (CD’s), Commercial — no more than 33% of total portfolio with
one institution.

Certificates of Deposit (CD’s), Sa;vings & Loan Associations — no more than $100,000.00
with one institution.

Federated Money Market Funds — No more than 25% of total portfolio.
Maturities:
To the extent possible, the city will attempt to match its investments with anticipated

cashflow requirements. Unless matched to a specific cash flow, the city will not directly
invest in securities maturing more than four years from date of purchase.
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Internal control:

The City Treasurer shall establish a process of independent review by an external auditor.
This review will provide control by assuring that policies and procedures are being
followed. Such review may also resuit in recommendations to change operating
procedures to improve internal control.

Performance Standards:

The City of Snoqualmie investment portfolio will be designed with the objective of
regularly exceeding the average return on six-month US Treasury bills, or the average on
Fed funds, whichever is higher. These indices are considered benchmarks for riskless
investment transactions and therefore comprise a minimum standard for the portfolio’s
rate of return. The investment program shall seek to augment returns above this
threshold, consistent with risk limitations identified herein and prudent investment
principles.

The City Treasurer’s intent is to have 100% of the city’s idle cash invested at all times.
Reporting:

The City Treasurer will provide the City Administrator with a monthly report of
investment holdings for his review and approval.

Monitoring and Adjusting the Portfolio:

The City Treasurer will routinely monitor the contents of the portfolio, the available
markets, and the relative values of competing instruments. Securities will be bought and
sold to obtain market yield through both transaction gains and interest earnings when the
option is available.

Investment Policy Adoption:

The City of Snoqualmie investment policy shall be adopted by resolution of the City
Council. The policy shall be reviewed annually by the Finance and Administration
Committee, and any modifications made thereto must be approved by the City Council.
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Glossary:

Agencies: Federal agency securities.
Amortization: The reduction of principal (of debt) at regular intervals.
Asked: The price at which securities are offered.

Bankers’ Acceptance (BA): A draft or bill or exchange accepted by a bank or trust
company. The accepting institution guarantees payment of the bili, as well as the issuer.

Basis points: The smallest measure used in quoting the yield of bonds. One basis point
equals .01% of yield. For example, a bond that changed from 3% to 3.35% changed
twenty-five basis points. One basis point for one year on one million dollars would eam
$100.

Bid: The price offered for securnities.

Bond: A written promise to pay (debt) a specified sum of money (called principal or
face value) at a specified future date (called the maturity date{s}) along with the periodic
interest paid at a specified percentage of the principal (interest rate). Bonds are typically
used for long-term debt.

Bond Anticipation Notes: Short-term interest bearing notes issued in anticipation of
bonds to be issued at a later date. The notes are retired from proceeds of the bond 1ssue
to which they are related.

Bond Equivalent Yield (BEY): A yield that equates monthly pay mortgage-backed
securities to semi-annual payment bonds.

Broker: A broker brings buyers and sellers together for a commission paid by the
mitiator of the transaction or by both sides; he does not position. In the money market,
brokers are active in markets in which banks buy and sell money and in interdealer
markets

Cash Flow Budget: A projection of the cash receipts and disbursements anticipated
during a given time period. Typically, this projection covers a year and is broken down
into separate projections for each month, week and/or day during the year.

Certificate of Deposit (CD): A time deposit with a specific maturity evidenced by a
certificate. Large denomination CD’s are typically negotiable.

Collateral: Securities, evidence of deposit or other property that a borrower pledges to
secure repayment of a loan. Also refers to securities pledged by a bank to secure deposits
of public monies.
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Collateral Mortgage Obligation (CMO): Multi-class security collateralized by whole
loans or regular mortgage securities whose cash flows are paid through to meet debt
service on the CMO bond.

Companion: A support tranche, with average life variability, that absorbs much of the
risks inherent in a CMO so that the “supported tranches™ are protected from prepayment
risk.

Comprehensive Annual Financial Report (CAFR): The official annual report for the
City of Snoqualmie. It includes combined statements for each individual fund and
account group prepared in conformity with the annual report required by the Washington
State Auditor’s Office.

Coupon: (1) The annual rate of interest that a bond’s issuer promises to pay the
bondholder on the bond’s face value. (2) A certificate attached to a bond evidencing
interest due on a payment date.

Dealer: A dealer, as opposed to a broker, acts as a principal in all transactions, buying
and selling for his own account.

Debenture: A bond secured only by the general credit of the issuer.

Delivery Versus Payment (DVP): There are two methods of delivery of securities:
delivery versus payment and delivery versus receipt. Delivery versus payment is
delivery with an exchange of money for the securities. Delivery versus receipt is delivery
of securities with an exchange of a signed receipt for the securities.

Discount: The difference between the cost price of a security and its value at maturity
when quoted at lower than face value. A secunty selling below onginal offering price
shortly after sale 1s also considered to be a discount.

Discount Securities: Non-interest bearing money market instruments that are issued at a
discount and redeemed at maturity for full face value. i.e. US Treasury bills.

Diversification: Dividing investment funds among a variety of securities offering
independent returns.

Duration: The measurement of sensitivity of a security’s market value or price. It is the
average time until receipt of the weighted present value of the cash flows, expressed in
years.

Factor: The decimal number representing the proportion of the outstanding principal
balance of a security to its original certificate amount currently remaining.
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Federal Credit Agencies: Agencies of the federal government set up to supply credit to
various classes of institutions and individuals, e.g., savings and loans, small business
firms, students, farmers, farm cooperatives, and exporters.

Federal Deposit Insurance Corporation (FDIC): A federal agency that insures bank
deposits, currently up to $100,000 per deposit.

Federal Funds Rate: The rate of interest at which federal funds are traded. This rate 1s
currently pegged by the Federal Reserve through open market operations.

Federal Home Loan Banks (FHLB): The institutions that regulate and lend to savings
and loan associations. The Federal Home Loan Banks play a role analogous to that
played by the Federal Reserve Banks vis-...-vis member commercial banks.

Federal National Mortgage Association (FNMA): FNMA, like GNMA, was chartered
under the Federal National Mortgage Association Act in 1938. FNMA is a federal
corporation working under the auspices of the Department of Housing and Urban
Development (HUD). It is the largest single provider of residential mortgage funds in the
United States. Fannie Mae, as the corporation is called, is a private stockholder-owned
corporation. The corporation’s purchases include a variety of adjustable mortgages and
second loans in addition to fixed-rate mortgages. FNMA 92’s securities are also highly
liquid and are widely accepted. FNMA assumes and guarantees that all security holders
will receive timely payment of principal and interest.

Federal Open Market Committee (FOMC): Consists of seven members of the Federal
Reserve Board and five of the twelve Federal Reserve Bank Presidents. The President of
the New York Federal Reserve Bank is a permanent member, while the other Presidents
serve on a rotating basis. The committee periodically meets to set Federal Reserve
guidelines regarding purchases and sales of Government Securities in the open market as
a means of influencing the volume of bank credit and money.

Federal Reserve System: The central bank of the United States created by Congress and
consisting of a seven member Board of Governors in Washington, DC, 12 regional banks,
and about 5,700 commercial banks that are members of the system.

Floaters: A tranche with a variable coupon rate that adjusts periodically and is set by an
index plus a margin such as Eleventh District COFI + 125, Libor + 70, and 1 YR CMT +
125.

Float: The amount of money represented by checks outstanding and in the process of
collection.

Freddie Mac: Mortgage-backed issuer created in July, 1970.

Full Faith and Credit: A pledge of the general taxing power of a government to repay
debt obligations (typically used in reference to bonds).

10
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General Obligation Bonds: When a government pledges its full faith and credit to the
repayment of the bonds it issues, then those bonds are general obligation (GO) bonds.
Sometimes the term is used to refer to bonds that are to be repaid from taxes and other
general revenues. '

Government National Mortgage Association (GNMA or Ginnie Mae): Securities
guaranteed by GNMA and issued by mortgage bankers, commercial banks, savings and
loan associations and other institutions. Security holder is protected by the full faith and
credit of the US government. Ginnie Mae securities are backed by FHA, VA, or FMHM
mortgages. The term passthroughs is often used to describe Ginnie Maes.

Interest Only (10s): A strip of the total interest cash flow. These instruments are priced
on an absolute yield basis.

Inverse Floaters: A tranche with a variable coupon that moves inversely with the
coupon on the floater. A result of this type structure is that the weighted average coupon
rate of the Inverse and the Floater remains constant.

Internal Control: A plan of organization for purchasing, accounting, and other financial
activities which, among other things, provides that: The duties of employees are
subdivided so that no single employee handles a financial transaction from beginning to
end; proper authonzations from specific responsible officials are obtained before key
steps 1n the processing of a transaction are completed; and records and procedures are
arranged appropriately to facilitate effective control.

Investment: Securities and real estate purchased and held for the production of an
income in the form of interest, dividends, rentals or base payments.

Investment Instrument: The specific type of security which a government purchases
and holds.

Limited Liabilitv Bonds: When a government issues bonds that do not pledge the full
faith credit of the jurisdiction, it issues limited liability bonds. Typically, pledges are
made to dedicate one specific revenue source to repay these bonds, or some other special
repayment arrangements are made.

Liguidity: A liquid asset is one that can be converted easily and rapidly into cash
without a substantial loss of value. In the money market, a security is said to be liquid if
the spread between bid and asked prices is narrow and reasonable size can be done at
those quotes.

Local Government Investment Pool (LLGIP): The aggregate of all funds from political
subdivisions that are placed in the custody of the State Treasurer for investment and
reinvestment.

11

Exh 2-Current-Page 18 of 94

Item 1.

23




Market Value: The price at which a security is trading and could presumably be
purchased or sold.

Master Repurchase Agreement: A written contract covering all future transactions
between the parties to repurchase-reverse repurchase agreements that establishes each
party’s rights in the transactions. A master agreement will often specify, among other

things, the right of the buyer-lender to liquidate the underlying securities in the event of
~ default by the seller-borrower.

Maturity: The date upon which the principal or stated value of an investment becomes
due and payable.

Money Market: The market in which short-term debt instruments (bills, commercial
paper, bankers’ acceptances, etc.) are issued and traded.

Open Market Operations: Purchases and sales of govemment and other securities in
the open market by the New York Federal Reserve Bank as directed by the FOMC in
order to influence the volume of money and credit in the economy. Purchases inject
reserves into the bank system and stimulate growth of money and credit; sales have the
opposite effect. Open market operations are the Federal Reserve’s most important and
most flexible monetary policy tool.

Planned Amortization Class (PAC): A guaranteed (under a specific range of
prepayment rates) principal repayment schedule bond with tremendous average life
stability. Currently, Type I PACs and Type II PACs exist.

PAC Band: The range of prepayments under which the PAC tranche is guaranteed to
repay the principal. Type I bands -> 200% PSA wide; Type II Bands -> 100% PSA wide,

Payvment Window: The length of time between the first and iast scheduled payments on
the bond.

Performance Standards: Specific quantitative measures of work performed within an
activity or program (i.e., total interest earned). Also a specific quantitative measure of
results obtained through a program or activity (i.e., comparison of portfolio yield to six
month treasury bill).

Pool: A group of mortgages underlying a specific mortgage backed security (MBS) issue.
Premium: The amount by which a security is selling above par.

Portfolio: Collection of securities held by an investor.

Primary Dealer: A group of government securities dealers that submit daily reports of

market activity and positions and monthly financial statements to the Federal Reserve
Bank of New York and are subject to its informal oversight. Primary dealers include

12
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Securities and Exchange Commission (SEC) registered securities brokers-dealers, banks
and a few unregulated firms.

Principal Only (Pos): A tranche of only principal cash flows.

Prudent Person Rule: An investment standard. This rule assumes investments will be
made with the judgment and care which persons of prudence, discretion and intelligence
exercise in the management of their own affairs, not for speculation, but for investment,
considering the probable safety of their capital as well as the probable income to be
derived.

Public Securities Association (PSA): A measure of the rate at which mortgage loans
are being repaid; the higher the PSA, the faster the repayments.

Qualified Public Depositories: A financial institution which does not claim exemption
from the payment of any sales or compensating use or ad valorem taxes under the laws of
this state, which has segregated for the benefit of the Public Deposit Protection
Commission (PDPC) eligible collateral having a value of not less than its maximum
liability and which has been approved by the PDPC to hold public deposits.

Rate of Return: The yield obtainable of a security based on its purchase price or its
current market price. This may be the amortized yield to maturity on a bond or the
current income return.

Real Estate Mortgage Investment Conduit (REMIC): A pass-through tax entity that
can hold mortgages, secured by any type of real property, and issue multi-class
ownership interests to investors in the form of pass-through certificates, bonds, or other
legal forms. Since the Tax Reform Act of 1986, most all CMQ’s have been issued as
REMIC’s,

Repurchase Agreement (REPO): A holder of securities sells these securities to an
investor with an agreement to repurchase them at a fixed price on a fixed date. The
security “buyer” in effect lends the “seller” money for the period of the agreement, and
the terms of the agreement are structured to compensate him for this. Dealers use
REPO’s extensively to finance their positions. Exception: When the Fed is said to be
doing REPQO’s, it is lending money, that is, increasing bank reserves.

Safekeeping: A service to customers rendered by banks for a fee whereby securities and
valuables of all types and descriptions are held in the bank’s vaults for protection.

Secondary Market: A market made for the purchase and sale of outstanding issues
following the initial distribution.

SEC Rule 15C3-1: See uniform net capital rule.

13
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Securities & Exchange Commission (SEC): Agency created by Congress to protect
investors in securities transactions by administering securities legislation.

Stated Maturity: A predetermined final maturity date that cannot be altered by
prepayments.

Targeted Amortization Class (TAC): A trache structured so that its payment schedule
protects the investor from prepayment increases and provides the investor with a low to
moderate rate volatility outlook with protection against extension risk if prepayments
slow down. Average life extension is possible when prepayments increase within TAC
range. Additional TAC structures include Stable TAC’s, Regular TAC’s, Reverse
TAC’s, and High Yield TAC’s.

Tax _Anticipation Notes: Notes issued in anticipation of taxes that are usually retired
from taxes collected.

Trache: Also known as “piece”, Each CMO is constructed with a specific number of
tranches, each with unique characteristics.

Treasury Bills: A non-interest bearing discount security issued by the U.S. Treasury to
finance the national debt. Most bills are issued to mature in three months, six months and
Or One year.

Treasury Bond: Long-term U.S. Treasury securities having initial maturities of more
than ten years.

Treasury Notes: Intermediate term coupon bearing U.S. Treasury securities having
initial maturities of one to ten years.

Vanilla: A straight sequential pay tranche.

Weighted Average Life: The weighted average number of years from the security’s
issuance until each principal dollar is returned to the investor.

Yield: The rate of annual income return on an investment, expressed as a percentage.
Income Yield is obtained by dividing the current dollar income by the current market
price for the security. Net yield or Yield To Maturity is the current market price for the
security. Net Yield or Yield to Maturity is the current income yield minus any premium
above par or plus any discount from par in the purchase price, with the adjustment spread
over the period from the date of purchase to the date of maturity of the bond.

14
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Uniform Net Capital Rule: The Securities and Exchange Commission’s requirement
that member firms as well as nonmember broker-dealers in securities maintain a
maximum ratio of indebtedness to liquid capital of 15 to 1; also called the “net capital
rule” and “net capital ratio.” Indebtedness covers all money owed to a firm, including
margin loans and commitments to purchase securities. Liquid capital includes cash and
assets easily converted into cash.
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RESOLUTION NO. 777

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SNOQUALMIE,
WASHINGTON, ESTABLISHING COMPREHENSIVE FINANCIAL POLICIES.

WHEREAS, the City Council of the City of Snoqualmie adopted by motion
Administrative Rules, Policies and Procedures, and

WHEREAS, these Administrative Rules, Policies and Procedures are outdated and no
longer serve the needs of the City of Snoqualmie, and

WHEREAS, the City of Snoqualmie deems it necessary to revised and update its
policies and procedures to establish a sufficient financial base and the resources necessary to
support and sustain a high level of municipal services to ensure public safety, enhance the
physical infrastructure and environment of the City and improve and sustain the quality of life
and community, now therefore, be it

RESOLVED by the City Council of the City of Snoqualmie, Washington, as follows:

Section 1: The Comprehensive Financial Policies, as set forth in “Exhibit A” attached
hereto, is hereby approved and adopted.

Section 2: All previously adopted Financial Policies are hereby rescinded.

Section 3: The Comprehensive Financial Policies, as set forth in “Exhibit A” shall be
effective upon the adoption of this Resolution.

PASSED by the City Council of the City of Snoqualmie thi 13" day of March, 2006.

yétthew R. Larson/CML, Mayor

Attest:

odi Warren, CMC City Clerk

Approved as to forn@
ﬁbﬁi Al gorg

Patrick B. Anderson, City Attorney
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Exhibit A

Comprehensive
Financial

Management
Policies

Adopted March 13, 2006
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IX.

Comprehensive Financiali Management Policies
Index
Financial Phiiosophy
Organization
rinancial Planning Policies
A. General Fund
B. Enterprise Funds
C. Internal Service Funds
D. Resource/Expenditure Estimating
General Budget Policies
A. Resources Greater than Budget Estimates
B. Budget Preparation
C. Public Hearings
D. Overhead and Full Cost Allocation
E. Examination of Existing Base Budget
F. Services to Keep Pace with Needs of Community
G. Maintenance of Quality Service Programs

H. Maintenance of Existing Services vs. Additional or Enhanced Service Needs

1. Budget Monitoring

J. Performance Budgeting

K. Interfund Charges Based on Full Cost

L. Program Budget Presentation Format

M. Distinguished Budget Presentation

N. Service Levels & Priorities

0. Maintenance of Capital Plant and Equipment

P. Balanced Budget

Q. Operating Deficits

R. Balance between Public Services and Compliance
S. Budget Calendar

T. Equipment Replacement & Maintenance Needs
U. Current Revenue and Current Expenditures

V. Fund Surpluses

W. Supplemental Appropriations

Utility & Other Fund Budget Policies

A. Utilities Department Financial Policies

B. Building Permit Revenues and Expenditures
Budget Development Process

Budget Adjustment & Amendment Processes
A. Budget Adjustments

B. Adjustment Process

Agenda Memorandum Review

Revenue Policies

Operating Policies

A. Expenditures Should be Within Current Resource Projections
B. Unrestricted Revenues Should Remain Unrestricted
C. Continual Improvement of Service Delivery

D. Cash Management
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E. Cash Reserves
F. Fund Balances
G. Fixed Asset Inventories
H. Allocation of Overhead Costs
XI. Reserve Policies
A. General Reserve Policies
B. Specific Reserve Policies
C. Solid Waste/Recycling Reserve Policies
XII. Capital Investment Program Plan Policies
A. General Policy Considerations
B. Specific Policy Considerations
- Relationship of Long-Range Plans to the CIP
- Establishing CIP Priorities
- Types of Projects Included in the CIP
- Scoping and Costing Based on Pre-design Study
- Required Project Features and Financial Responsibility
- Predictability of Project Timing, Cost, and Scope
- Local Improvement Districts
- CIP Non-Utility Maintenance and Operating Costs
- Preserve Existing Capital Infrastructure Before Building New Facilities
- New Facilities Should be of High Quality, Low Maintenance, Least Cost
- Public Input at All Phases of Projects
- Basis for Project Appropriations
- Balanced CIP Plan
- Use of Debt in the CIP
- Finance Officer’s Authority to Borrow
- CIP Pian Update and Amendment
- Formalization of Monetary Agreements
- Projected Grant Reserves
- Projected Revenues from Future Land Sales
- Land Sale Remnants
- Applicable Project Charges
XIII. Intergovernmental Revenues
- RESERVED FOR FUTURE USE
XIV. Accounting, Auditing, & Financial Reporting Policies
XV. Cash Management
XVI. Debt Management Policy
A. Long-term Debt Policies
B. Short-term Debt Policies
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I. FINANCIAL PHILOSOPHY

The fiscal policy of the City is to establish a sufficient financial base and the resources
necessary to support and sustain a high level of municipal services to ensure public
safety, enhance the physical infrastructure and envircnment of the City and improve and
sustain the quality of life and community.

It is the goal of the City to achieve a strong financial condition with the ability to:

e Provide an appropriate level of police, fire and other protective services to
ensure public safety and health.

* Develop a proactive and expanded parks and recreation program and partner
with other recreation service providers.

* Participate in regional initiatives for the protection and preservation of salmon
and the natural environment, transportation and water.

*» Adopt conservative financial borrowing policies in the event of the loss of state
revenue or other unanticipated events.

* Plan and coordinate the preparation and implementation of responsible
community development and growth.

* Promote a strong community communication network and effective working
relations with citizens within the community.

* Provide quality, responsive community services in a cost efficient manner.

I1i. ORGANIZATION

The City of Snoqualmie’s accounting and budgeting systems are organized and operated
on a fund basis. Funds are accounting entities used to record revenues and
expenditures. Each fund is balanced, meaning total revenues equal total expenditures.
The budgeted funds are grouped into six categories: General, Special Revenue, Debt
Service, Capital Projects, Enterprise, and Internal Service.

The City establishes a 12-month budget for all funds with the exception of Local
Improvement District (LID) Construction, Special Assessment Debt Service, and Agency
Funds. Budgets for all fund types are established on a cash basis.

» The General Fund is the largest fund in the City and is used to account for
revenues which are not designated for specific activities and programs.

» Special Revenue Funds are used to segregate revenues which are restricted for
specific purposes.

» Debt Service Funds account for the payment of principal and interest on
general long-term debt.

- Capital Project Funds account for financial resources used for the purchase of
land and the acquisition/construction of capital facilities and equipment.

* Enterprise Funds account for operations that are financed and operated in a
manner similar to private businesses, where it is the intent of the City that the
costs of providing services to the general public shall be recovered primarily
through user fees/rates.
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« Internal Service Funds account for the financing of goods or services provided
by one department, agency, or government unit to other departments or
agencies of the City.

III. FINANCIAL PLANNING POLICIES

The City shall develop and maintain a six-year Financial Forecast that estimates resource
and expenditure behavior for five years beyond the current budget period. The Forecast
shall provide the City’s decision-makers with an indication of the long-term fiscal impact
of current policies and budget decisions.
The Forecast shall recognize the effects of economic cycles on the demand for services
and the City's resources. To this end, the Forecast shall differentiate between revenue
associated with one-time economic activities and revenues derived as a result of base
economic growth. The City’s financial planning should ensure the delivery of needed
services (many of which become more critical during economic downturns) by assuring
adequate reliance on ongoing resources in order to support continued City services
during economic downturns.
A. General Fund:
» The Finance Officer shall prepare and maintain a six year Financial Forecast for
General Fund operations based on current service levels and current funding
sources. This future-oriented iook shail provide insight into whether the current
mix and level of resources are likely to continue to be sufficient to cover current
service levels. The forecast also allows staff and City Council to test various
“what-if” scenarios and examine the fiscal impact on future years.

¢ The City shall constantly test both its planning methodology and use of
planning tools in order to provide information that is timely, accurate, and widely
disseminated to users throughout the City.

¢ Departments shall forecast and monitor their respective revenues and
expenditures with assistance from the Finance Officer. The Finance Officer shall
assist departments in developing appropriate systems for such monitoring and
shall retain overall fiscal oversight responsibility for the General Fund.

* The Financial Forecast shall be updated at least annually and presented to the
City Administrator, Mayor and City Council. Any unexpected changes in economic
conditions or other circumstances may prompt more frequent updates. Any
significant changes shall be reported to the City Administrator, Mayor and
Council.

B. Enterprise Funds:
» Financial forecasting shall be done for the Enterprise Funds in a manner similar
to the General Fund. The purpose of these forecasts shall be to allow the City
Council and citizens to evaluate the longer-term financial needs of these
programs.

¢ The forecasts shall rely on the same basic economic assumptions as the
General Fund Forecast. These forecasts shall also identify other assumptions
used in their preparation and the risks associated with them.
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* The forecasts shali identify how they shaii impact rate structures.

C. Internal Service Funds
» Financial forecasting shall be done for the Internal Service Funds in a manner
that meets the needs of the funds while minimizing the cost to the General and
Enterprise Funds. The purpose of these forecasts shall be to allow the City
Council and citizens to evaluate the longer-term financial needs of these
programs.

e The forecasts shall rely on reliable historical and/or external assumptions
provided by reliable sources. These forecasts shall also identify the assumptions
used in their preparation and the risks associated with them.

* The forecasts shall identify how they shall impact the General and Enterprise
Funds.

D. Resource/Expenditure Estimating:
» The financial planning and subsequent budgeting for all funds shall be
based on the following principles:

e Resource and expenditure estimates should be balanced and take
beginning and ending resources into consideration.

* Expenditure estimates should anticipate contingencies that are reasonably
predictable.

1V. GENERAL BUDGET POLICIES

The base operating budget is the City's comprehensive annual financial plan which
provides for an acceptable level of services as defined by the City’s goals and objectives
in conjunction with the City’s Comprehensive Plans. The base budget shall incorporate
newly-approved programs, inflationary increases, and other uncontrollable expenses,
and shall be void of non-recurring expenses of the preceding year.

A. Resources Greater than Budget Estimates: ReTurN To INDEX
* General Fund resources (fund balance) greater than budget estimates shall be
allocated first to fund reserves at their required levels and then allocated for
capital investment programs.

* Enterprise Fund resources (fund balances) greater than budget estimates shall
be allocated first to fund operating reserves at their required levels and then
allocated for capital investment programs.

* Internal Service Fund resources (fund balance) greater than budget estimates
shall be refunded to the contributing funds unless circumstances warrant
retaining such monies for future expenditure in the current fund.

Resolution No. 777
Page 7 0f 30 Exh 2-Current-Page 29 of 94

Iltem 1.

34




B. Budget Preparation:
» Department directors have primary responsibility for formulating budget
proposals in line with City Council, Mayor, and City Administrator priority
direction, and for implementing them once they are approved.

» The Finance Officer is responsible for coordinating the overall preparation and
administration of the City's budget and Capital Investment Program Plan. This
function is fulfilled in compliance with applicable State of Washington statutes
governing local government budgeting practices. The Finance Officer assists
department staff in identifying budget problems, formulating solutions and
alternatives, and implementing any necessary corrective actions.

C. Public Hearings:

» The City Council shall hold three public hearings on the budget. The first shall
be held sufficiently early in the budget process to allow citizens to influence
budget decisions and to allow the Council to indicate special priorities before City
staff develops a preliminary budget recommendation. The second and final public
hearings shall be held shortly after the preliminary budget's initial presentation to
the Council and before the Council’s final budget deliberations. The final public
hearing shall be held prior to the time the Council fixes the annual property tax

levy.

D. Overhead and Full Cost Allocation:
» Department budgets should be prepared in a manner to reflect the full cost of
providing services.

E. Examination of Existing Base Budget:
* During each budget development process, the existing base budget shall be
thoroughly examined to assure removal or reduction of any services that could
be eliminated or reduced in cost.

F. Services to Keep Pace With Needs of Community:
* The City shall strive to ensure that City service priorities keep pace with the
dynamic needs of the community by incorporating a service needs review as part
of the budget process. This service needs review shall complement and clarify
the levels of service provided for in the City’s Comprehensive Plan.

G. Maintenance of Quality Service Programs:
* Quality service programs shall be offered by the City. If expenditure reductions
are necessary, service elimination is preferable to poor or marginal quality
programs.

H. Maintenance of Existing Services Versus Additional or Enhanced
Service Needs:
* Significant annual resource allocations needed to maintain existing service
quality shall compete directly with investment proposals during the budget
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evaluation process. Inflation adjustments shali be provided for ali operating
budgets.

I. Budget Monitoring:

* The Finance Officer shall maintain a system for monitoring the City's budget
performance. This system shall provide the City Council with quarterly
presentations regarding fund level resource collections and department level
expenditures. Included shall be provisions for amending the budget during the
year to address unanticipated needs, emergencies, or compliance with State of
Washington budgetary statutes. Budget amendments requiring City Coundil
approval shall occur through a process coordinated by the Finance Officer.

* Significant financial issues that need to be addressed between regular
monitoring reports shall be provided to Council as warranted.

J. Performance Budgeting:
* Performance measures shall be utilized and reported in department budgets.
The City shall prepare trends, and other financial management tools to monitor
and improve service delivery in City programs.

K. Interfund Charges Based on Full Cost:
» Interfund charges shall be based on recovery of the full costs associated with
providing those services. The administrative transfer fee from non-general funds
to the general fund is a payment for various services provided by the general
fund. The amount of each year’s transfer fee is based on the estimated general
fund costs incurred by the non-general funds.

L. Program Budget Presentation Format:
* The focus of the City's budget presentation is directed at displaying the City's
services plan in a Council and constituent-friendly format.

M. Distinguished Budget Presentation:
* The City shall seek to obtain the Distinguished Budget Presentation Award for
each budget. The Budget shall be presented in a way that clearly communicates
the budget to members of the public.

N. Service Levels and Priorities
» The City Council shall establish municipal service levels and priorities for the
ensuing year prior to and during the development of the budget. The City
Administrator and Mayor shall then incorporate the Council’s objectives and
priorities into the City’s budget proposal.

0. Maintenance of Capital Plant and Equipment
* Operating budgets shall provide for acceptable design, construction,
maintenance and replacement of the City’s capital, plant, and equipment. The
City shall maintain all its assets at an acceptable level to protect the city's capital
investment and to minimize future maintenance and replacement costs.
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P. Balanced Budget
» The City shall pay for all current expenditures with current revenues. The City’s
general fund budget shall not be balanced through the use of transfers from
other ad valorum funds, appropriations from fund balances or growth revenue
such as service expansion fees.

Q. Operating Deficits
» The City shall not incur an operating deficit in any fund at year-end balance,
with the exception of carryover expenditures. Any deficiencies must be remedied
in the following year.

R. Balance between Public Services and Compliance Needs
e An appropriate balance shall always be maintained between resources allocated
for direct services to the public and resources allocated to ensure sound
management, internal controls and legal compliance.

S. Budget Calendar
e In order to facilitate and implement the budget process, the Finance Officer
shall provide the Council with a budget calendar at the first regular Council
meeting in March of each year for its consideration and approval.

T. Equipment replacement and maintenance needs
» The City shall project its equipment replacement and maintenance needs for
the next several years and shall update this projection every year. From this
prcjection a maintenance and replacement schedule shall be developed and
followed.

U. Current Revenues and Current Expenditures RETURN T0 INDEX
e All general government current operating expenditures shall be paid from
current revenues and cash carried over from the prior fiscal year. Current
revenues and operating expenditures shall be reviewed quarterly during the
year. The city shall avoid budgetary and accounting procedures which balance
the current budget at the expense of future budgets. All budgetary procedures
shall conform to existing state and local regulations.

V. Surpluses
e Surpluses in the General Fund shall be used for one-time capital emergency
expenditures or dedicated to the Capital Investment Program only if:

o There are surplus balances remaining after all fund and reserve
allocations are made.

o A surplus is defined as the difference between the actual beginning
fund balance and the budgeted beginning fund balance. It consists of
under-expenditures and excess revenues over and above the amounts
included in the following budget.

o The City has made a determination that revenues for the ensuing year
are sufficient to support budgeted General Fund operations.
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= If surpluses are used to support one-time capital equipment or the Capital
Investment Program, the funds must be specifically appropriated by the City
Council.

W. Supplemental appropriations
* All supplemental appropriations for programs (appropriations requested after
the original budget is adopted) shall only be approved after consideration of the
availability of revenue resources.

V. UTILITY & OTHER FUND BUDGET POLICIES
A. Utilities Department Financial Policies:
These Utility Financial Management Policies apply uniformly to the Water, Sewer,
Irrigation and Stormwater Utilities. They must be taken in context with the other major
City and Utility documents and processes.
» The Utilities resources shall be managed in a professional manner in
accordance with applicable laws, and standards.
» Each Utility shall remain a self-supporting enterprise.
» Comprehensive plans for the Utilities shall be completed or updated every six
vears, using a 20 year planning horizon or greater and consider life cycle costs to
identify funding needs.
e The Utilities Capital Investment Program (CIP) shall provide sufficient funds
from a variety of sources for implementation of both short- and long-term capital
projects identified in each comprehensive plan and the City-wide Capital
Investment Program as approved by the City Council.
< Financial planning for long-term capital investment shall be based on principles
that result in smooth rate transitions, maintain high credit ratings, provide for
* Funding for capital investments shall be sustained at a level sufficient to meet
the projected 20 year (or longer) capital program costs.
* Funding from rate revenues shall fund current construction and engineering
costs, contributions to the replacement reserve and debt service, if any.
¢ Inter-generational equity shall be assured by making contributions to and
withdrawals from the replacement reserve in a manner which produces smooth
rate transitions over a 20 year (or longer) planning period.
» On an annuai basis, funding should not faii below the current replacement
reserve requirements.
e The Utilities should fund capital investment from rates and other revenue
sources and should not plan to use debt except to provide rate stability in the
event of significantly changed circumstances, such as disasters and/or external
mandates.
* Revenues to the replacement reserve account may include planned and one-
time transfers from the operating funds, transfers from the CIP funds above
current capital needs, unplanned revenues from other sources, direct facility
connection charges and interest earned on the replacement reserve account.
* Operating reserves are intended to be used to meet cash flow needs during
financial difficult times. If reserves are used, then rate increases would be
imposed sufficient to ensure that even with adverse financial performance,
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reserves would recover 50% of the shortfall from the required amount in the
next fiscal year.

 Funds from the replacement reserve account shall be used for system renewal
and replacement as identified in the CIP. Because these funds are invested, they
may be loaned for other purposes provided repayment is made consistent with
the need for these funds and at appropriate interest rates. Under favorable
conditions, these funds may be loaned to call or decrease outstanding debt.

» The replacement reserve account shall accumulate high levels of funds in
advance of major expenses. These funds shall provide rate stability over the
long-term when used for this purpose and should not be used for rate relief.

e Those seeking or who are required to have Utility service are responsible for
extending and/or upgrading the existing Utility systems prior to connecting.

 The Utility shall establish fees and charges to recover Utility costs related to 1)
development services, and (2) capital facilities that provide services to the
property.

e The Utility may enter into Latecomer Agreements with developers for recovery
of their costs for capital improvements, which benefit other properties in
accordance with State law. The Utility shall add an administrative charge for this
service.

= All capital-related revenues such as direct facility connection charges should be
deposited in the replacement reserve account.

» The Utility shall base connection charges on the number of units allowed under
the basic zoning. Only incremental cost increases shall be charged to affordable
housing units.

» Rates shall be set at a level sufficient to cover current and future expenses and
maintain reserves consistent with these policies and long-term financial
forecasts.

» Changes in rate levels should be gradual and uniform to the extent that costs
(including CIP and replacement reserve transfers) can be forecast.

+ Local and/or national inflation indices such as the Consumer Price Index (CPI)
shall be used as a basis for evaiuating rate increases.

» At the time of the budget cycle, fund balances that are greater than anticipated
and other one-time revenues should be transferred to the replacement reserve
account until it is shown that projected replacement account balances shall be
adequate to meet long term needs, and only then used for rate relief.

e Utility rates shall be maintained at a level necessary to meet minimum debt
coverage levels established in the bond covenants.

o Utility rates shall be evaluated every two years and adjusted as necessary to
meet budgeted expenses and to achieve financial policy objectives.

» The Utility rate structure shall be based on a financial analysis considering cost-
of-service and other policy objectives, and shall provide equity between
customers based on use of the system and services provided, as well as support
water conservation and wise use of water resources.

¢ The rate structure shall fairly allocate costs between the different customer
classes. Funding of the long-term Capital Investment Program also provides for
rates that fairly spread costs over current and future customers.

* Rates shall be uniform for all Utility customers of the same class and level of
service throughout the service area. However, special rates or surcharges may
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be established for specific areas, which require extraordinary capital investments
and/or maintenance costs. Revenues from such special rates or surcharges and
expenses from capital investments and/or extraordinary maintenance shall be
accounted for in a manner to assure that they are used for the intended
purposes.

* Rate assistance programs shall be provided for specific low-income customers
as permitted by State law.

e The Utilities” annual budget and rate recommendations shall provide funding
for working capital, operating reserve and replacement reserve components for
each Utility.

B. Planning Review and Permit Revenues / Expenditures:
¢ Revenues derived from planning review and building permit fees shall be
designated for the exclusive support of the development activities in the Planning
and Building Services Fund. This fund shall provide planning review; permit
processing and compliance inspection services. Review and permit fees shall
include an overhead rate component to recover its share of general overhead
costs, as well as department overhead from those departments directly involved
in the planning and permit processing activities. Planning services mandated by
State Law that serve the community as a whole and do not benefit any citizen or
developer individually shall be supported directly from General Fund resources
and not subsidized by planning review and building permit fees.

VI. BUDGET DEVELOPMENT PROCESS

The Finance Officer is responsible for coordinating the overall preparation of the City's
budgets. To accomplish this, staff shall issue budget instructions, conduct budget
preparation training sessions, and communicate regularly with department staff. Staff’s
guidance provides the overall "rules of the game" within which the more detailed budget
instructions and coordinating efforts shall be developed.

The annual budget is proposed by the Mayor and adopted by the City Council with legal
budgetary control at the fund level. Expenditures may not exceed appropriations. Any
unexpended appropriations shall lapse at the end of the year.

State law establishes the budget process and the time limits under which a budget must
be developed. The City of Snoqualmie shall follow the procedures outlined below to
establish its annual budget:

* In February, the City Council has a retreat to discuss programs and priorities
for the next year.

* No later than the first Council meeting in March, the Mayor submits a budget
calendar to the City Council for approval.

e In April and May, additional fiscal workshops are held to follow-up on issues
developed during the retreat and to discuss City Council goals and objectives.

* In May, prior to finalization of the Council’'s goals and objectives for the next
year, a public hearing shall be held to obtain citizen input regarding the Council’s
goals and objectives, as well as for new programs.

e In May, the City Council finalizes their goals and objectives.
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e In June, each department receives a budget information packet, and begins to
prepare requests for personnel, equipment, or new programs.

e In July, each department submits its request for personnel, equipment, and
new programs to Finance Officer.

e In early August, department/fund line item budgets are submitted to the
Mayor.

* In August, the Mayor, City Administrator and Finance Officer meet as necessary
with each department to review base budgets and program requests. From these
meetings, the Mayor and City Administrator shall decide what additions or cuts
shall be included in the preliminary budget.

e In August, preliminary revenue estimates are developed by the Finance Officer
and presented to the City Council.

» No later than the first City Council meeting in September, the Mayor files the
preliminary budget and a budget message with the City Clerk's office and
presents it to the City Council.

e After the Mayor files the preliminary budget, the City Clerk publishes notice of
the filing of the preliminary budget and notice of public hearings.

» In September and October, the City Council holds a series of workshops to
review the preliminary budget to determine whether any modifications to the
Mayor's recommended programs are necessary.

s In October, the final revenue estimates are developed by the Finance Officer
and presented to the City Council.

* In October and November, two public hearings are held prior to the adoption of
the budget for the public to comment on tax rates and recommended programs.

 Prior to the beginning of the year, the City Council, by a majority of the
members present, adopts by ordinance a final operating budget and property tax
levy.

e The Line Item Budget is published and distributed during the first quarter of
the New Year.

» The Final Budget document is printed and distributed in March.

VII. BUDGET ADJUSTMENT & AMENDMENT PROCESSES
A. Budget Adjustments
 Budget adjustments are needed when:

o Total expenditures in a fund shall exceed the total budget allocations
for that fund, or

o Departments request authorization to allocate money for an item or
activity which was not included in the original budget.
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B. Adjustment Process
» Adjustments to the budget proceed as follows:

o The Finance Officer receives a request for a budget adjustment from a
department or through Council action.

o If the requested adjustment does not change the budget total for that
fund, a memo is sent to the Mayor, through the City Administrator and
Finance Officer for approval/disapproval. No City Council action is needed
as State law allows these type of budget adjustments to be done
administratively.

o If the requested adjustment increases the budget total for a fund, the
Finance Officer verifies there are sufficient resources for the adjustment,
prepares a memo outlining the nature of the adjustment, and drafts an
ordinance to accomplish the change. The Finance Officer presents the
ordinance to the Council for their approval.

VIII. AGENDA MEMORANDUM REVIEW

» The Finance Officer shall review all agenda bills regarding financial matters
being submitted for City Council action prior to their submittal to Council
Committees. The objective of these reviews is to ensure compliance with the
budget and disclosure of all fiscal issues to the Council. This information shall be
presented on the fiscal impact form attached to each agenda bill.

IX. REVENUE POLICIES

The City must be sensitive to the balance between the need for services and the City's
ability to raise fees, charges, and taxes to support those services.

* The City shall try to maintain a diversified and stable revenue system to shelter
it from short-run fluctuations in any one revenue source. The revenue mix should
combine elastic and inelastic revenue sources to minimize the effect of an
economic downturn.

» Because revenues, especially those of the General Fund, are sensitive to both
local and regional economic activities, revenue estimates adopted by the City
Council must be conservative.

» The City shall project revenues for the next six years and shall update this
projection annually. The Finance Officer shall annually review and make available
to the Finance and Administration Committee an analysis of each potential
revenue source,

e As much as is reasonably possible, City services that provide private benefit
should be supported by fees and charges to provide maximum flexibility in use of
general City taxes to meet the cost of services of broader public benefit. Charges
for services that benefit specific users should recover full costs, including all
direct costs, capital costs, department overhead, and Citywide overhead.
Departments that impose fees or service charges should prepare and periodically
update cost-of-service studies for such services. A subsidy of a portion of the
costs for such services may be considered when consistent with legal
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requirements to meet other City interests and objectives, such as remaining
competitive within the region.

« The City shall set fees for other user activities, such as recreational services, at
a level to support the direct and appropriate indirect costs of the activity.

X. OPERATING POLICIES

The City should accommodate both one-time and ongoing expenditures within current
resources, establish and adequately fund reserves; regularly monitor and report on
budget performance, evaluate the fiscal impact of new proposals, operate as efficiently
as possible, and constantly review City services for appropriateness and effectiveness.

A. Expenditures should be Within Current Resource Projections:
« Ongoing expenditures should be equal to or less than ongoing revenues. Each
City fund budget must identify ongoing resources that at least match expected
ongoing annual requirements. One-time resources and non-recurring ending
fund balances shall be applied to reserves or to fund one-time expenditures; they
shall not be used to fund ongoing programs.

B. Unrestricted Resources Should Remain Unrestricted:
e Unless otherwise stated explicitly by the City Council, unrestricted resources
shall not be earmarked for specific purposes in the General Fund. This shall
preserve the ability of the Council to determine the best use of available
resources to meet changing service requirements.

C. Continual Improvement of Service Delivery:
e The City shali seek to optimize the efficiency and effectiveness of its services
through Business Process Improvement (BPI) efforts, performance budgeting
and measuring, and by assessing its services with comparable cities to reduce
costs and improve service quality.

D. Cash Management:
e The Finance Officer shall develop, maintain, and constantly seek to improve
cash management systems which ensure the accurate and timely accounting,
investment, and security of all cash assets. All cash received by City departments
shall be deposited with Finance within 24 hours of receipt.

E. Cash Reserves:
« The City shall maintain adequate cash reserves to reduce the potential need for
borrowing or service reductions during periods of economic downturn. A
Contingency Reserve Fund has been established with a target balance of 5% of
unrestricted General Fund resources to a maximum of $0.375 per thousand of
assessed valuation.

F. Fund Balances:
e Accruals and non-cash enhancements to revenues shall not be made as a
means to influence fund balances at year-end or during budget discussions.
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G. Fixed Asset Inventories:
» Accurate inventories of all physical assets (including roads infrastructure), their
condition, life spans, and cost shall be maintained to ensure proper stewardship
of public property. The Finance Officer shall establish policies and appropriate
procedures to manage fixed assets, including establishing the threshold dollar
amount for which fixed asset records are maintained and how often physical
inventories shall be taken.

H. Allocation of Overhead Costs:
« Overhead costs shall be allocated to determine the full cost of providing
services. Overhead costs shall be allocated according to consistent methodology
developed in consultation between the Finance Officer and operating
departments.

XI. RESERVE POLICIES

Sufficient fund balances and reserve levels are a critical component of the City’s financial
management policies and a key factor in the measurement of the City’s financial
strategies for external financing.

A. General Reserve Policies
e The City shall maintain and justify budgeted reserves as required by law,
ordinance and/or bond covenants to ensure service levels, stability and protect
against economic downturns and emergencies.

» Reserves included in the operating budget shall not be expended without the
express written appioval of the Finance Officer and City Administrator.

¢ The City shall maintain an adequate fund balance for each fund to ensure
sufficient resources for cash flow and mitigate revenue shortages or
emergencies. Prudent use of fund balance enabies the City to defray future
costs, take advantage of matching grant funds and provides the city with the
ability to exercise flexible financial planning in developing future capital projects.

e The minimum fund balance shall be attained and maintained through prudent
management of expenditures, revenue management and/or contributions from
the General Fund.

* Vehicle replacement, Technology, Facilities, Risk Management funds may be
considered part of the City’s Fiscal Reserves. Restriction to fund reserves shall be
judged as to their adequacy in terms of projected needs:

e The City shall appropriate funds annually to an Equipment Rental and
Replacement fund to provide for the maintenance and timely replacement of
equipment.

e The reserve portion shall be maintained in an amount adequate to finance
the replacement of equipment. The replacement of equipment shall be based
upon either an adopted equipment replacement schedule or on an as needed
basis.
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¢ The City shall appropriate funds annually to a Technology Fund for the
facilitation of data processing, computer hardware and software needs and
replacement or upgrading of obsolete or deficient items.

e The City shall appropriate funds annually to a Facilities Fund for the
maintenance and repairs of existing City facilities and reserves for proposed
structural improvements, replacements or building acquisitions as approved
by Council.

» The City shall appropriate funds annually to a Risk Management fund for
the purpose of centralizing and tracking all insurance premiums, deductible
payments, employee termination or retirement payoffs and any other costs
relating to risk management.

 Capital projects shall be financed to the greatest extent possible through user
fees and benefit districts when direct benefit to users results from construction of
the project.

* Projects that involve intergovernmental cooperation in planning and funding
should be established by an agreement that sets forth the basic responsibilities
of the parties involved.

B. Specific Reserve Policies
¢ The City shall strive to maintain a Contingency Reserve Fund with a target
balance of $.375 per 1,000 of property assessed valuation.

» The Contingency Reserve shall be maintained to provide the capacity to:

o Offset significant downturns and revisions in any general municipal
purpose fund; and

o Provide a sufficient cash flow for emergency financial needs as defined
by RCW 35A.33.080 and RCW 35A.33.090.

e A Cash Flow Reserve Fund, with a target reserve balance of 10% of General
Fund unrestricted resources, shall be maintained. The Cash Flow Reserve's
primary purpose is to protect the City's essential service programs during periods
of low cash flow due to low property tax receipts, which temporarily reduce
actual resource.

e An Operating Reserve Fund, with a target reserve balance of 5% of General
Fund unrestricted resources, shall be maintained. The Operating Reserve's
primary purpose is to protect the City's essential General Fund service programs
during periods of economic downturn, which may temporarily reduce actual
resources; as a source of matching resources for grant applications; as a reserve
for unanticipated expenditures; and as a reserve for anticipated expenditures
whose full funding is not determinable at the time of adoption of the budget.

¢ The City shall maintain a building permit reserve in the Planning, Building &
Engineering Fund to provide for completion of building permit responsibilities in
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the event of a decline in development activity. This reserve shall be equal tc the
annual building inspection and review costs.

e The City shall maintain a maximum of 10% operating reserve for each of the
following utilities: Water, Sewer, and Stormwater Management. This operating
reserve shall be maintained to provide sufficient cash flow to meet daily financial
needs and shall be based upon total operating expenses. For budgeting
purposes, operating expenses shall be calculated upon the funds’ total expense
budgets excluding ending fund balances, capital purchases, and the current
year’s portion of principal paid on outstanding debt.

e 5% of the Utility operating expenses as defined in the preceding paragraph
shall be set aside in an infrastructure replacement reserve established to replace
utility capital, plan, and equipment in the following utilities: Water, Sewer, and
Stormwater Management.

e Bond reserves shall be created and maintained by the Water, Sewer and
Stormwater Utilities in accordance with the provisions set forth in the bond
covenants.

e The City shall additionally maintain the following Equipment Replacement
Reserve Funds:

o Fleet and Rolling Stock Reserve;

o Public Safety Equipment Reserve; and

o Capital Equipment Reserve for general asset replacement.

= The Equipment Reserve Funds shall be maintained at a level sufficient tc meet
scheduled equipment replacement so as to sustain an acceptable level of
municipal services and prevent a physical deterioration of city assets.

C. Solid Waste / Recycling Reserve Policy
¢ Reserve Levels
Consistent with other Utility funds, this policy recommends that some resources
be budgeted as reserves to provide funding for working capital and emergencies.
Setting aside reserves shall help to ensure continued financial rate stability in
future Solid Waste operations, and protect customers from service disruptions
that might otherwise result from unforeseen economic or emergency events.
While included in the total operating budget, these reserves shall only be
available for use pursuant to these reserve policies.
The Solid Waste fund performs three main functions: management and
administration of the contract for the collection/disposal of residential and
commercial garbage and recycling; customer outreach and education; and
management of waste reduction and recycling grant funded projects. The fund’s
two sources of income are fees and grant monies, as described below:
e Management fees are paid to the fund per the garbage collection contract
and provide base funding for all solid waste personnel, supplies and
activities. Additional management fees are received for the commercial
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recyciing program and are primarily used to compensate the contractor for
that program.

« The Solid Waste fund receives grant funding from several agencies for
waste reduction and recyciing projects. Grant agencies reimburse the fund
for project expenses annually or semiannually.

Reserve components are as follows:

» Working Capital

Working capital reserves are necessary to accommodate normal cyclical
fluctuations within the Solid Waste fund. There are two elements for this reserve
component; one element supports the Solid Waste Management and the other
supports the grant funded programs.

The solid waste collection/disposal and recycling programs have fairly predictable
revenues and expenditures. Because of this, 45 days of budgeted O&M expenses
are adequate for this portion of the reserve.

The grant funded programs are pre-funded by the Solid Waste fund and
reimbursement requests are made semi-annually or annually, depending on the
grant agency agreement. While most grant agencies pay reimbursement
requests within 45 days of receipt, the existing reimbursement billing schedule
can result in carrying project expenses for up to a year before funds are
received. For this reason, reserves equal to 100% of historical average grant
budgets are included to support cash-flow.

e Emergencies

A reserve component is necessary to fund emergencies such as windstorms or
flooding. While the majority of funding may be provided by FEMA, a reserve is
required to support some part of the City's portion of FEMA covered
emergencies, or additional clean-up/coliection events due to weather related
emergencies. A reserve policy allocation of $75,000 is recommended to meet
funding or cash flow needs. This reserve level would be adjusted by the CPI
annually.

No reserve components are necessary for capital expenditures, operating
contingency, debt service, liability or asset replacement since the majority of the
operations are contracted and are not the City’s responsibility. Reserves shall be
updated at each biennial budget development period.

e Management of the Reserve

The policy is premised on the expectation that reserves are to be used and
reserve levels shall fluctuate. It is therefore important to plan for managing the
reserves within a working range. There may be situations in short-range financial
planning where reserves are maintained above or below target levels.

The target reserve level shall be established during the budget development
process. If the reserve balance, including grant receivables, is projected to be
less than the next year’s reserve requirement, a deficit is created. This deficit
would be recouped via a rate increase or through an adjustment to expenses. If
the deficit is significant, a rate increase may be phased in over a two year period
to alleviate a spike in rates.
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Surplus funds are those funds over and above the target reserve level. As part of
the annual budget review, Council would direct the use of excess reserves.

XII. CAPITAL INVESTMENT PROGRAM PLAN POLICIES

A. General Policy Considerations
e The City of Snoqualmie shall establish as a primary fiscal responsibility the
preservation, maintenance and future improvement of the City’s capital facilities,
equipment and assets. Proper planning and implementation of sound capital
policies and programs shall assist the City in avoiding fiscal emergencies and
unplanned costs in the future.

» Financial analysis of funding sources shall be conducted for all proposed capital
improvement projects, in addition to listing the total project costs.

» New development shall pay for its fair share of the capital improvements that
are necessary to serve the development in the form of system development
charges, impact fees and mitigation fees.

» The Capital Improvement Program shall be consistent with the capital facilities
element of the City’s Comprehensive Plan.

» The capital investment program and the base operating budget shall be
reviewed at the same time. This shall insure that the City’s capital and operating
needs are balanced with each other.

B. Specific Policy Considerations.
The following important policy considerations are the basis for the Capital Investment
Program (CIP) Plan. These policies shall provide guidelines for all financial aspects of the
CIP, and affect the project selection process.
» Relationship of Long-Range Plans to the CIP:
All of the projects included in the CIP are based upon formal long-range plans
adopted by the City Council. This ensures that the City’s Capital Investment
Program, which is the embodiment of the recommendations of individual
planning studies, is responsive to the officially stated direction of the City Council
as contained in the Comprehensive Plan and the Comprehensive Plans of the
Water, Sewer, and Storm & Surface Water Utilities.

e Establishing CIP Priorities:

The City shall use the following basic CIP project prioritization and selection

process:
e Each CIP program area is to establish the criteria to be used in the
prioritization of specific projects submitted for funding. The specific criteria
are to be developed in conjunction with City Council priorities and input from
citizens and associated City boards and commissions (if applicable).
e The Finance Officer is to determine revenue sources available to the non-
utility CIP in consultation with various revenue-generating departments and
the amount of resources available for new projects for each new six-year
Plan.
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* The Finance Officer and City Administrator are to evaluate the various CIP
projects and select those with the highest priority.

» Within the available funding, the highest priority projects are then selected
and funded in the CIP.

e CIP program area managers recommend an expenditure plan to the
Finance Officer and City Administrator, which includes all capital costs and
any applicable maintenance and operations (M&O) and/or required short-
term financing costs. Program area managers are responsible for the cost
estimates of their proposed programs, including future M&O costs related to
the implementation of completed projects.

e A Preliminary CIP Plan is recommended to the City Council by the City
Administrator along with the operating budget recommendations.

e The City Council reviews the Operating and Preliminary CIP Plan, holds
public hearings to allow for citizen input, makes desired alterations, and then
officially adopts the budget and establishes related appropriations as a part
of the City’s annual budget process.

* Types of Projects Included in the CIP Plan:
The CIP Plan shall display, to the maximum extent possible, all major capital
projects in which the City is involved. While the following criteria may be used as
a general guide to distinguish which projects should be included or excluded
from the CIP Plan, there are always exceptions which require management's
judgment. For purposes of the CIP Plan, a CIP project is generally defined to be
any project that possesses all of the following characteristics:
e Exceeds an estimated cost of $10,000;
» Involves totally new physical construction, reconstruction designed to
gradually and systematically replace an existing system on a piecemeal basis,
repiacement of a major component of an existing facility or computer system,
or acquisition of land or structures; and
» Involves City funding in whole or in part, or involves no City funds but is
the City's responsibility for implementing, such as a 100% grant-funded
project or 100% Local Improvement District funded project.

» Scoping and Costing Based on Pre-design Study:

It is difficult to develop accurate project scopes, cost estimates, and schedules
on which no preliminary engineering or community contact work has been done.
To address this problem, projects should initially be proposed and funded only
for preliminary engineering and planning work. This funding shall not provide any
monies to develop final plans, specifications, and estimates to purchase rights-of-
way or to construct the projects. However, generally, an estimated amount,
sufficient to cover these costs based on a rough preliminary estimate shall be
earmarked within the program area.

* Required Project Features and Financial Responsibility:
If a proposed project shall cause a direct impact on other publicly-owned
facilities, an equitable shared and funded cost plan must be coordinated between
the affected program areas.
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+ Predictability of Project Timing, Cost, and Scope:

The predictability of timing and costs of projects is important to specific private
developments, such as the provision of street improvements or the extension of
major sewer lines or water supply, without which development could not occur.
These projects generally involve significant financial contributions from such
private development through impact fees, developer extension agreements,
LIDs, and other means. Once a project has been approved by the City Council in
the CIP, project scheduling is a priority to maintain.

* Local Improvement Districts (LID):
This policy limits the use of LIDs to specific instances. Examples of when future
LIDs may be formed are as follows:

e Where old agreements exist committing property owners to LID
participation on future projects;

» When current development activity or very recently past development
activity has exempted these projects from the assessment of Transportation
Impact Fees;

» When a group of property owners wish to accelerate development of a
certain improvement;

» When a group of property owners desire a higher standard of improvement
than the City's project contemplates; or

» When a group of property owners request City assistance in LID formation
to fund internal neighborhood transportation facilities improvements, which
may or may not have City funding involved. If City funding is proposed by
the project sponsors (property owners), they shall so request of the City
Council (through the City Clerk) in writing before any LID promotion activity
begins. The City Administrator shall analyze such request within 45 days and
report his conclusions and recommendation to Council for their consideration.
The Council shall by motion affirm or deny the recommendation. The
Council’s affirmative motion to financially participate shall expire in 180 days,
unless the project sponsors have submitted a sufficient LID petition by that
time.

In the event the request is for street resurfacing in advance of the City's

normal street resurfacing cycle, the City's contribution shall not exceed 50% of
all project eligible costs. On capital projects whose financing depends in part on
an LID, interim financing shall be issued to support the LID's portion of the
project budget at the same time or in close proximity to the issuance of the
construction contract. The amount of the interim financing shall be the current
estimate of the final assessment roll as determined by the administering
department.
In the event that the project is 100% LID funded, interim financing shall be
issued either in phases (i.e., design phase and construction phase) or up front in
the amount of the entire estimated final assessment roll, whichever means is
estimated to provide the lowest overall cost to the project as determined by the
Finance Officer.
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* CIP Non-Utility Maintenance and Operating (M&O) Costs:

Non-utility CIP project M&QO costs identified in the project description, as
approved by the City Council, shall have a funding plan. Preferably, operating
budget tax sources shall not be provided for this purpose. More suitable sources
of funding include: General CIP Revenue, property tax lid lifts, project generated
revenues e.g., user fees, or other new taxes. When the fund source for a project
is General CIP Revenue, costs shall be budgeted in the operating budget and an
amount equivalent to their estimated cost shall be reallocated from the CIP to
the operating budget. This amount is adjusted upward each year by the
anticipated inflation rate after first making any necessary adjustments (e.g.,
partial vs. full-year costs) and eliminating any one-time items. The amounts of
these transfers are checked periodically for reasonableness.

* Preserve Existing Capital Infrastructure Before Building New Facilities:
It is the City's policy to ensure that adequate resources are alflocated to preserve
the City's existing infrastructure before targeting resources to build new facilities
that also have operating and maintenance obligations. This policy addresses the
need to protect the City's historical investment in capital facilities and to avoid
embarking on a facility enhancement program, which when coupled with the
existing facilities requirements, the City cannot afford to adequately maintain.

* New Facilities Should Be of High Quality, Low Maintenance, Least Cost:
Projects should only be built if the necessary funding to operate them is
provided. Also, priority is given to new facilities that have minimal ongoing
maintenance costs so as to limit the impact upon beth the CIP and the operating
budget.

e Public Input for Capital Projects:

The City makes a serious commitment to public involvement. All of the City's
long-range plans need to be developed through an extensive citizen involvement
program. Citizen involvement must occur at the long-range plan development
stage, during CIP review and adoption, during master planning processes, during
design and construction of specific projects, and through public processes
associated with City boards and commissions. Public hearings should be held
during the CIP Plan development process to allow the public to comment on the
recommended projects. The projects themselves must call for an extensive public
outreach effort, allowing those most closely effected to influence the design of
the projects. While public input is essential to the successful implementation of
the CIP Plan, staff and Council must also remain conscious of the overall effect
upon costs when responding to requests of project neighbors.

* Basis for Project Appropriations:
During the City Council's annual CIP Plan review, the City Council shall
appropriate the estimated project costs for the year for all projects in the CIP
Plan. Subsequent adjustments to appropriation levels for amendments to the CIP
Plan may be made by the City Council at any time.
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¢ Balanced CiP Pian:

The CIP Plan must be a balanced six-year plan. This means that for the entire
six-year period, revenues shall be equal to project expenditures in the Plan. It is
anticipated that the plan shall have more expenditures than revenues in single
years of the Plan, but this imbalance shall be corrected through the use of
interim financing as needed. However, over the life of the six-year plan, all
planned interim debt shall be repaid and all Plan expenditures, including interest
costs on interim debt shall be provided for with identified revenues. Any project
funding plan, in which debt is not retired within the current six-year Plan, must
have specific City Council approval.

* Use of Debt in the CIP:

The CIP is viewed as a long-term program that shall continually address capital
requirements far into the future. As such, the use of long-term debt needs to be
minimized, allowing the City to put money into actual projects that benefit
Snoqualmie residents and businesses rather than into interest payments to
financial institutions. To that end, this policy limits debt to short-term obligations,
primarily for cash flow purposes. Debt incurred shall be paid back before the end
of the current CIP. Finance staff must monitor CIP cash flow regularly and utilize
fund balances to minimize the amount of borrowing required. Projected financing
costs must be included within a project in the General Government program
area. There are exceptions to this policy for extraordinary circumstances, where
Councilmanic or voted long-term debt has been issued to achieve major City
goals that otherwise could not have been achieved, or would have been delayed
an unacceptable amount of time.

* Finance Officer's Authority to Borrow:
The Finance Officer is authorized to initiate interim and long-term borrowing
measures, as they become necessary, as identified in the current CIP Plan and
he/she must act in accordance with current Debt Management Policies described
in Section XVI, below, including applicable City Ordinances and State Laws.

¢ CIP Plan Update and Amendment:

The CIP Plan shall be updated at least annually as a part of the City’s annual
budget process. The City Council may amend the CIP Plan at any time if a
decision must be made and action must be taken before the next CIP review
period. The City Council has delegated authority to the City Administrator to
administratively approve CIP Plan adjustments, except for changes in project
scope or changes that total more than 10% of a project’s adopted CIP Plan
budget (unless a 10% adjustment is less than $5,000), or regardless of the
percentage, budget changes totaling more than $10,000. The Council has further
authorized the City Administrator to administratively approve the acceleration of
project schedules so long as they can be accomplished without causing cash flow
problems and with the understanding that any controversial issues would be
brought before the City Council. All project additions or deletions must be
approved by the City Council.

Resolution No. 777
Page 25 0f 30 Exh 2-Current-Page 47 of 94 e




Iltem 1.

- Formalization of Monetary Agreements:

All agreements between the City and outside jurisdictions shall be in writing
specifying the financial terms of the agreement, the length of the agreement,
and the timing of any required pavments. Formalization of these agreements
shall protect the City's interests. Program areas shall make every effort to
promptly request any reimbursements that are due the City. Where revenues
from outside jurisdictions are ongoing, these requests shall be made at least
quarterly, unless alternative arrangements are approved by the City
Administrator or City Council.

* Projected Grant Revenues:
At the Finance Officer's discretion, grant-funded capital expenditures are
budgeted prior to the specific grant award. City overhead or indirect costs for
grant-funded programs shall be included in all grant proposals, where permitted.
With grant-funded capital acquisitions, the City shall attempt to recover ongoing
M&O costs, and replacement costs associated with the acquisition.

» Projected Revenues from Future Land Sales:

The City recognizes that City-owned land is an asset that can be sold to finance
CIP projects. With this in mind, the City shall cautiously allow land sale proceeds
to be used as a funding source by program areas that have oversight
responsibility for the land. The land shall be valued based on an appraisal
performed by an outside appraisal company. A conservative value shall be used
to provide a cushion for economic shifts. The timing of the proceeds shall be
estimated based on the length of time the property is likely to be on the market.
However, if the land does not sell in"a timely manner or its vaiue turns out to be
overestimated, then the program area must reallocate revenue sources from
other projects within its area, find an agreeable replacement funding source, or
cease work on the project, if possible.

¢ Land Sale Remnants:

The City is frequently left with property remnants following the completion of a
project that required rights-of-way (ROW) acquisition. These remnants represent
an asset to the program area that purchased them. If the project selling the land
remnants is still active, the revenue from the sale shall be receipted as land sale
proceeds in the project, therefore serving to partially offset the ROW acquisition
costs. If the project is already completed at the time of the remnant sale, the
land sale proceeds can be used by the selling program area to help fund another
of that program area's projects.

» Applicable Project Charges:
CIP projects should reflect all costs that can be clearly shown to be necessary
and applicable. Staff charges to CIP projects shall be limited to time spent
actually working on those projects and shall include an overhead factor to cover
the applicable portion of that person's operating cost.
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XIII. INTERGOVERNMENTAL REVENUES
RESERVED FOR FUTURE USE
XIV. ACCOUNTING, AUDITING, & FINANCIAL REPORTING
POLICIES
The City of Snoqualmie shall establish and maintain the highest standard of accounting
practices. Accounting and budgetary systems shall, at all times, conform to Generally
Accepted Accounting Principles, the State of Washington Budgeting Accounting Reporting
System (B.A.R.S.) and local regulations.
» The State Auditor shall annually perform the City’s financial and compliance audit.
The results of the annual audit shall be provided to the Council in a timely manner.
* The City shall minimize the number of funds. The funds shall be categorized in
accordance with generally accepted accounting principles (GAAP) for reporting
purposes.
e A comprehensive accounting system shall be maintained to provide all financial
information necessary to effectively operate the City.
» The City shall meet the financial reporting standards set by the Governmental
Accounting Standards Board and the State of Washington Budgeting, Accounting and
Reporting System manual promulgated by the Office of State Auditor.
* Full disclosure shail be provided in all City financial reports and bond
representations.
* An annual financial report shall be prepared in a timely, comprehensive and
cooperative fashion to meet or exceed the State Auditor’s Office standards and
expectations.
e Regular guarterly and annual financial reports shall present a summary of financial
activity by major types of funds.
 Where possible, the reporting system shall also provide monthly information on the
total cost of specific services by type of expenditure and, if necessary, by fund.
* A fixed asset system shall be maintained to identify all City assets and their
condition.

XV. Cash Management
Careful financial control of the City’s daily operations is an important part of the
City's overall fiscal management practices. Achieving adequate cash
management and investment control requires sound financial planning to ensure that
sufficient revenues are available to meet the current expenditures of any operating period.

» The City shall manage and invest its idle cash on a continuous basis in accordance
with the City's investment policies and within the guidelines established by the
Washington State Statutes based upon the following order of priorities: 1) Legality, 2)
Safety 3) Liquidity and 4) Yield.

e The City shall maintain a cash management program, which includes collection of
accounts receivable, disbursement of funds, and prudent investment of its available
cash.

* As permitted by law and City ordinances and to maximize the effective investment
of assets, all funds needed for general obligations may be pooled into one account for
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investment purposes. The income derived from this account shall be distributed to the
various funds based on their average balances on a periodic basis. Proceeds of the
bond issues shall not be pooled with other assets of the City but shall be invested as
provided by applicable bond ordinances.

» The Finance Officer shail periodically furnish (i.e. through quarterly reporting) the
City Administrator and City Council with a report that shall include the amount of
interest earned to date. An annual report shall be provided which shall summarize
investment activity for the year and shall give the rate of return for the year.

» State and local laws require an annual audit of the financial records of the City. That
audit shall include a review of all investment activity for the year to review
compliance with these investment procedures.

» Sufficient cash shall be maintained to provide adequate funds for current operating
expenditures.

XVI. DEBT MANAGEMENT POLICY

The success of the City funding capital projects and improvements is highly dependent upon
sound financial planning objectives and strategy of impiementations. The issuing of debt and
amount of debt by the City is an important factor in measuring its financial performance and
condition. Proper use and management of borrowing can yield significant advantages.

A. Long-Term Debt Policies
e The City shall limit long-term borrowing to capital improvements that cannot be
financed from current revenues.
* Acceptable uses of bond proceeds may be viewed as items which can be capitalized
and depreciated. Refunding bond issues designed to restructure currently outstanding
debt is also an acceptable use of bond proceeds.
» Where possible, the City shall use special assessment revenue, or other self-
supporting bonds instead of general obligation bonds.
e The City shall not use long-term debt for current operations.
» The City shall maintain good communications with bond rating agencies about its
financial condition. The City shall follow a policy of full disclosure on every financial
report and bond prospectus.
» General Obligation Bond Policy:
e Every project proposed for financing through general obligation debt should be
accompanied by a full analysis of the future operating and maintenance costs
associated with the project.
e Before general obligation bond propositions are placed before the voters, the
capital project under consideration should be included as part of the Capital
Improvement Program.
e Bonds cannot be issued for a longer maturity schedule than a conservative
estimate of the useful life of the asset to be financed.
e Limited Tax General Obligation Bond Policies
* As a precondition to the issuance of limited tax general obligation bonds, all
alternative methods of financing shall have been exhausted.
e Limited tax general obligation bonds should only be issued under certain
conditions:
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¢ A project in progress requires monies not available from alternative sources.
e Matching fund monies are available which may be lost if not applied for in a
timely manner; or
e Catastrophic conditions.
» Financing of Lease Purchases
o The City shall not utiiize iease purchases, except in the case of extreme
financial emergency, with specific approval of the City Council. If lease
purchasing is approve by Council, the useful life of the item must be
equal to or greater than the length of the lease. No lease purchases shall be
approved by the City Council beyond a five-year lease.
» Debt payments shall not extend beyond the estimated useful life of the project
being financed. The City shall keep the average maturity of general obligation bonds
at or below twenty years.
e The City shall strive to maintain a strong credit rating at all times.
e The City shall use refunding bonds where appropriate when restructuring its current
outstanding debt.
» The City shall establish a teamwork environment between the City of Snoqualmie
Finance Officer, City Administrator and other administration staff, bond counsel and
managing underwriter to effectively plan and fund the City’s capital projects.
» The City shall provide advance financial planning for the City’s capital projects and
examine alternative ways of financing projects to ensure the City is providing proper
and timely solutions to funding capital projects.
e The City shall prepare a standard process for planning and establishing debt
financing for capital projects which clearly defines: a.) the timing for debt financing,
b.) the role of the various participants in the financing process and c.) the steps of
the process, which need to be completed in order to achieve successfui, project
funding.
» The City shall develop an efficient and cost effective mechanism and approach for
establishing local improvement district financing.
e The City shall determine the most practicable and cost effective ways of providing
interim financing for City capital projects.
e The City shall establish the most stable and favorable financial, economic and
political environment for the City in order to provide the most attractive credit rating
for financing the City’s larger capital projects.
e The City shall obtain the most competitive pricing on debt issues and broker
commissions to ensure a favorable value to the City’s customers.
e The City shall provide special services to assist its customers (i.e., residents and
businesses) to improve the planning and understanding of the financing of City capital
projects and the financial impact to its customers.

B. Short-Term Debt Policies
» Short-term debt covers a period of one year or less.

« The City may use short-term debt to cover temporary cash fiow shortages which
may be caused by a delay in receipting tax revenues or issuing long-term debt.

e The City may issue interfund loans rather than outside debt instruments to meet
short-term cash flow needs. Interfund loans shall be permitted only if an analysis of
the affected fund indicates excess funds are available and the use of these funds shall
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not impact the fund's current operations. All short-term borrowing shall be subject to
Council approval by resolution, and shall bear interest based upon prevailing rates.
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Chapter 2.04
TREASURER AND CLERK

Sections:
2.04.010 City clerk.
2.04.020 City finance director.
2.04.025 Authority to create and close funds.
2.04.030 Offices to be separate.
2.04.040 Budget estimates.

2.04.010 City clerk-
There is hereby established the office of city clerk, who shall be appointed by the mayor and
confirmed by city council. (Ord. 1218 § 1, 2019; Ord. 806 § 2, 1998).

2.04.020 City finance director.

There is hereby established the office of finance director, who shall be appointed by the mayor and
confirmed by city council. All references to “city treasurer” in the ordinances of the city shall mean
the finance director. (Ord. 1218 § 2, 2019; Ord. 1206 § 1, 2018; Ord. 1022 § 1, 2008; Ord. 972 § 1,
2005; Ord. 883 § 1, 2001; Ord. 806 § 2, 1998).

2.04.025 Authority to create and close funds.

The finance officer, after consultation with the city administrator and director of administrative
services and after review and approval by a majority of the city council’s finance and
administration committee, is authorized to create new budgeting, accounting and reporting funds
and to consolidate and/or close such existing funds except as may otherwise be directed by state
law. The finance officer shall prepare and maintain a list of such funds and a general description of
their use. Such list shall be available to the public for review and copying upon request. (Ord. 981

§ 1, 2005).

2.04.030 Offices to be separate.
The offices of city clerk and city treasurer shall be separate and distinct, and shall not be combined.
(Ord. 806 § 2, 1998).

2.04.040 Budget estimates.

For purposes of preparing budget estimates under RCW 35A.33.030, and for no other purposes, all
references in said statute shall be taken and deemed to refer to the city treasurer and not to the
city clerk. (Ord. 931 § 1, 2003).
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Chapter 2.70
CREDIT CARDS FOR USE BY CITY PERSONNEL

Sections:
2.70.010 Authorization — Purpose.
2.70.020 Valid obligation — Credit limit — Cash advance.
2.70.030 Payment— Procedure when not chargeable to city.
2.70.040 Control of cards and accounts.

2.70.010 Authorization — Purpose.

The city administrator is authorized to obtain and have issued a credit card or cards in the name of
the city for use by city personnel, employees and officials for payment of expenses incident to
authorized travel, for official city acquisitions and purchases, and such other purposes as may be
authorized by state law. (Ord. 752 § 1, 1995; Ord. 717 § 1, 1993; Ord. 661 § 1, 1991).

2.70.020 Valid obligation — Credit limit — Cash advance.

No obligation shall be incurred, nor shall such obligation be deemed a valid obligation of the city
unless such obligation is for matter or matters otherwise properly provided for in the city budget.
Further, the credit limit of each credit card shall not exceed the sum of $2,000, thus precluding the
charging or using of the card beyond the debt limit. No city credit card shall be used for a cash
advance. (Ord. 752 § 2, 1995; Ord. 661 § 2, 1991).

2.70.030 Payment — Procedure when not chargeable to city.

Upon billing or no later than 15 days after the billing date, the officer or employee using a charge
card issued under this chapter shall submit a fully itemized travel expense voucher, or purchase
request if the item is not related to a travel expense. Any charges against the charge card
disallowed as not properly identified on the travel expense voucher or purchase request, or
otherwise disallowed as not for the sole purpose of covering city approved expenses or purchases,
shall be paid by the official or employee by check, United States currency, or by salary deduction. If
any disallowed charges are not repaid before the charge card billing is due and payable, the city
shall have a prior lien against and a right to withhold any and all funds payable to or to become
payable to the official or employee up to the amount of the disallowed charges and interest at the
same rate as charged by the company which issued the charge card. No official or employee of the
city who has been issued a charge card shall use the card if any disallowed charges are
outstanding, and shall surrender the card upon demand of the city administrator. (Ord. 752 § 3,
1995; Ord. 661 § 4, 1991).

2.70.040 Control of cards and accounts.

The city administrator shall have exclusive control and possession of all such charge cards as
authorized by this chapter and shall control release, issuance, and availability of such cards as
reasonably necessary in order to prevent abuse or improper use; all cards shall be promptly
returned to the city administrator immediately upon request. The city administrator may open
accounts at appropriate financial institutions for purposes of such cards, and when deemed
necessary in the city administrator’s sole judgment, close out immediately such account solely by
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Exhibit 2 - Current Policies & SMC

written notice signed by the city administrator. (Ord. 661 § 4, 1991).
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Chapter 2.90
CONTRACTS

Sections:
2.90.010 Definitions.
2.90.020 Mayor’s authority to execute minor and emergency contracts.
2.90.030 Reporting of execution of contracts.
2.90.040 Mayor may seek city council approval of any contract.

2.90.010 Definitions.

A. “Authorized staff” means a city employee who has been authorized in writing by their
department director to make purchases of materials, supplies or equipment, including technology
services, systems or equipment.

B. “Competitive bid” refers to the process for obtaining bids and awarding contracts for
construction of a “public work,” as provided in RCW 35A.40.200, Chapter 39.04 RCW, RCW
35.23.352 and statutes cited therein.

C. "Competitive negotiation” means the process for acquisition of electronic data processing and
telecommunications equipment, software, services or systems as provided in RCW 39.04.270.

D. “Emergency contract” means a contract to address an “emergency” as defined in RCW
39.04.280, and/or where the failure to execute such contract within a specific time frame would
result in the loss or potential loss of revenue to the city, and having a deadline for execution and
return to the other party for which there is not time to obtain prior city council approval.

E. “Minor contract” means any one of the following:
1. A contract for any purpose meeting all of the following conditions:
a. The term is three years or less;
b. Funds have been appropriated by city council in the biennial budget; and
c. The contract does not require expenditures that exceed available fund balances.

2. Contracts with third parties renewing an existing contract for services on the same or
substantially similar terms as the existing contract.

3. Contracts creating no financial liability on the part of the city that are for the sole purpose
of becoming eligible to receive revenues.

4. Contracts with other public agencies for the exchange of information, for confidentiality for
participation in legal proceedings, or other purposes of a like nature not involving financial
obligations.

5. Contracts that are for the sole purpose of housekeeping changes or clarifications to an
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existing contract where such changes do not alter any material term or condition.

F. “Manager” means the manager of any division within a city department, e.g., the parks, streets
or utilities divisions of the parks and public works department.

G. “Purchase cooperative” means an intergovernmental agency created or established via
interlocal agreement for the purpose of obtaining competitive bids from vendors/suppliers of
municipal supplies, materials and/or equipment, as authorized pursuant to RCW 39.34.030(5).

H. “Interlocal agreement” refers to the use of an interlocal agreement with another governmental
entity to provide the city the ability to purchase materials, supplies or equipment using the results
of the bid process followed by the other governmental entity, as allowed pursuant to RCW
39.34.030(5).

l. “Small works roster” refers to the process of inviting quotations from and awarding a contract to
a contractor included on a list of public works contractors available to perform public works
projects for the city, as allowed pursuant to RCW 35.23.352 and 39.04.155.

J. “Limited small works roster” refers to the process of inviting quotations from and awarding a
contract to a contractor included on a subset of contractors listed on the small works roster, as
allowed pursuant to RCW 39.04.155(3).

K. “Technology systems and services” means electronic data processing and telecommunications
equipment, software, services or systems, as those terms are used in RCW 39.04.270 and
36.92.020(5).

L. “Vendor roster” refers to the process of inviting quotations from a list of vendors from whom the
city may purchase materials, equipment, supplies or services, which list is maintained pursuant to
RCW 35.23.352(9) and 39.04.190. (Ord. 1227 § 2, 2020; Ord. 1132 § 1, 2014; Ord. 1034 § 1, 2008).

2.90.020 Mayor’s authority to execute minor and emergency contracts.

A. The mayor or his or her designee(s) is/are hereby authorized to purchase materials, supplies and
equipment and execute minor contracts without individual city council approval of each contract,
subject to compliance with the following:

1. Applicable dollar limits, procedural requirements and approval processes identified in the
Purchasing and Contracting Matrix set forth in subsection C of this section;

2. All federal, state and local laws, regulations and/or ordinances applicable to the approval
processes identified in the Purchasing and Contracting Matrix set forth in subsection C of this
section;

3. If the minor contract pertains to a public work, the project is included on the applicable
capital improvement program (utility or parks/streets);

4. Where a competitive acquisition/contract award process is not required for the purchase of
materials, supplies, or equipment by the applicable portion of the Purchasing and Contracting
Matrix set forth in subsection C of this section, city staff/managers/department directors will
nevertheless attempt to obtain the lowest practical price for such materials, supplies, and/or
equipment.
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B. The mayor or his designee is hereby authorized to execute emergency contracts without prior

city council approval.

C. Purchasing and Contracting Matrix.

Iltem 1.

Required
Procedural Approval Secondairy
Procurement Category Dollair Limit Requirement(s) Authority Approval
Materials, Supplies, and Equipment
Under $1,000 None Authorized Staff Nonel
$1,000 -$7,500 None Authorized Staff Manager
Purchase
Over $7,500 - Cooperative, Vendor Department
Manager .
$15,000 Roster, or Formal Director
Competitive Bid
Materials, Supplies, and Purchase
Equipment (Including Cooperative, .
) . Over $15,000 - Department Mayor or City
Capital Equipment) Interlocal Agreement i .
$50,000 Director Administrator
or Formal
Competitive Bid
Purchase
Cooperative, .
Mayor or City . .
Over $50,000 Interlocal Agreement o City Council
Administrator
or Formal
Competitive Bid
Personal Services
MRSC
Consultant/Vendor Department
Under $15,000 Manager p
Roster or On-Call Director
Contract
MRSC
Consultant/Vendor Department Mayor or Cit
$15,000 - $50,000 p y_ . Y
Roster or On-Call Director Administrator
Architectural, Contract
Engineering and
Landscape Architect MRSC
Services (A&E) Over $50,000 - Consultant/Vendor Mayor or City City Council
$100,000 Roster or On-Call Administrator
Contract
MRSC
Consultant/Vendor .
Mayor or City . .
Over $100,000 Roster, On-Call City Council

Contract or Request
for Qualifications

Administrator
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Required
Procedural Approval Secondary
Procurement Category Dolllar Limit Requirement(s) Authority Approval
None or Vendor Department
Under $15,000 Manager i
Roster Director
Purchase Department Mayor or Cit
$15,000 — $50,000 | Cooperative, Vendor P yoror-ity
Director Administrator
General or Purchased Roster or None
Services (Other Than
ASE) Purchase
Cooperative,
Interlocal Agreement| Mayor or City . .
Over $50,000 o City Council
(of any dollar Administrator
amount), Vendor
Roster or None
Technology Systems and Services
Under $7,500 None Authorized Staff Manager
Purchase
Cooperative,
Consultant/Vendor Department
$7,500 - $15,000 Manager i
Roster, or Director
Competitive
Negotiation
Purchase
Technology Systems and Cooperative,
Services Over $15,000 - Consultant/Vendor Department Mayor or City
$50,000 Roster, or Director Administrator
Competitive
Negotiation
Purchase
Cooperative,
Consultant/Vendor Mayor or City . .
Over $50,000 o City Council
Roster, or Administrator
Competitive
Negotiation
Public Works
Single Under $75.500 N M Department
; nder , one anager i
Public Works | crqft J Director
Project Staff
Multi D t t
Labor o Under $116,155 None Manager ep-or men
Craft Director
Under $7,500 None Authorized Staff Manager
Public Works Contract Limited Small Works Department
$7,500-$50,000 Roster or Small Manager i
Director

Works Roster

Exh 2-Current-Page 59 of 94

64




Iltem 1.

Required
Procedural Approval Secondary
Procurement Category Dolllar Limit Requirement(s) Authority Approval
Small Works Roster .
Over $50,000 - Department Mayor or City
or Formal . L
$116,155 . . Director Administrator
Competitive Bid
Small Works Roster .
Over $116,155 — Mayor or City ) ]
or Formal o City Council
$350,000 o ) Administrator
Competitive Bid
Formal Competitive Mayor or City . .
Over $350,000 i o City Council
Bid Administrator
Amendments and Change Orders
Department
No Value Change None? Manager i
Director
Contract Amendments Under $35,000, None? Department Mayor or City
(Services) cumulatively one Director Administrator
Over $35,000, Mayor or City
2 City Council
cumulatively None Administrator 1ty -otnd
Department
No Value Change None?2 Manager .
Director
Change Orders (Public Under $35,000, None? Department Mayor or City
Works) cumulatively one Director Administrator
@) 35,000, M Cit ) .
ver $ . None? oy(.)r.or d City Council
cumulatively Administrator

1 While prior approval for materials, supplies, and equipment purchased by authorized staff under $1,000 is
not required by this section, credit card statements or reimbursement requests may require director and/or city
administrator approval pursuant to city financial policies.

2 While contract amendments and change orders do not require a competitive process, they shall be processed
in accordance with the specifications or procedural requirements set forth in the underlying contract. And, the
proposed scope of any change order or contract amendment must not deviate from the original scope of work in
such a manner or degree that it constitutes a separate project.

(Ord. 1227 § 2, 2020; Ord. 1034 § 1, 2008).

2.90.030 Reporting of execution of contracts.
A. The mayor shall present a written report of the execution of all minor contracts, on a monthly
basis at a regular meeting of the city council finance and administration committee.

B. The mayor shall provide a written report of the execution of all minor contracts to members of
the city council, as part of the monthly finance report.

C. The mayor shall notify all members of city council of the execution of all emergency contracts
prior to execution thereof, or as soon thereafter as possible and, when required, shall present
written findings for city council adoption as provided by RCW 39.04.280(2)(b). (Ord. 1227 § 2,
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2020; Ord. 1132 § 2, 2014; Ord. 1034 § 1, 2008). Item 1.

2.90.040 Mayor may seek city council approval of any contract.
Notwithstanding the authority delegated to the mayor by this chapter, the mayor may in his

discretion bring any contract forward for approval by the city council. (Ord. 1227 § 2, 2020; Ord.
1034 § 1, 2008).
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Chapter 3.12
LOCAL IMPROVEMENT GENERAL FUND

Sections:
3.12.010 Creation.

3.12.010 Creation.

There is established in the city treasury a fund to be known as the local improvement general fund,
into which may be paid or transferred from time to time by the city clerk on the order of the city
council any balance that may remain in the fund of any local improvement district after payment of
the whole cost and expense of such improvement and such other moneys as he may be authorized
by existing laws to pay into such fund or be hereafter authorized by law. Moneys in such fund shall
be paid out as the city council may direct in accordance with law. (Ord. 176A § 1, 1922).
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Chapter 3.16
LOCAL IMPROVEMENT DISTRICT GUARANTY FUND

Sections:
3.16.010 Established.
3.16.020 Named — Maintenance procedure specified.
3.16.030 Tax levies — Interest from bank deposits.
3.16.040 Use of moneys — Deposits paid into fund.
3.16.050 City exempt from liability.

3.16.010 Established.

A fund for the purpose of guaranteeing, to the extent of such fund, and in the manner provided in
this chapter, the payment of the city’s local improvement bonds and warrants, issued to pay for
any local improvement ordered subsequent to the date of the ordinance codified in this chapter is
established. (Ord. 213 § 1, 1938).

3.16.020 Named — Maintenance procedure specified.

Such fund shall be designated local improvement guaranty fund. For the purpose of maintaining
such fund, the city issuing local improvement bonds or warrants after the date of the ordinance
codified in this chapter shall be deemed and held to have pledged to the fund a tax credit of the
city in an amount equal to five percent of the bonds or warrants so issued. The credit so pledged
shall not constitute an indebtedness of the city within the meaning of any statutory or charter
provisions or limitation respecting indebtedness. Such pledge shall be deemed to have been made,
as to any particular local improvement district, upon the delivery of the roll to the clerk of the city
for collection. Such pledged tax credits, with the other resources of the fund enumerated in SMC
3.16.030 and 3.16.040, constitute a reserve wherewith to purchase defaulted bonds and warrants

guaranteed by the fund. Among the several issues of bonds or warrants guaranteed by the fund,
no preference shall exist, but defaulted interest coupons, bonds and warrants shall he purchased
out of the fund in the order of their presentation. (Ord. 213 § 2, 1938).

3.16.030 Tax levies — Interest from bank deposits.
After the creation of such guaranty fund, the city shall levy, from time to time, as other taxes are
levied, such sums as may be needed to meet the financial requirements of the fund, but not in
excess of the total of the tax credits pledged by this act to the guaranty fund. Whenever there shall
be paid out of a guaranty fund any sum on account of principal or interest of a local improvement
bond or warrant, the city as trustee for the fund, shall be subrogated to all the rights of the holder
of the bond or interest coupon or warrant so paid; and the proceeds thereof, or of the assessment
underlying the same, shall become part of the guaranty fund. There shall also be paid into each
guaranty fund the interest received from bank deposits of the fund, as well as any surplus
remaining in any local improvement fund guaranteed under this chapter after the payment of all
outstanding bonds or warrants payable primarily out of such local improvement fund. Warrants
drawing interest at a rate not to exceed six percent shall be issued, as other warrants are issued by
the city, against a guaranty fund to meet any liability occurring against it. At the time of making its
annual budget and tax levy, the city shall provide for the levying of a sum sufficient with the other
Exh 2-Current-Page 63 of 94
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resources of the fund, to pay warrants so issued during the preceding fiscal year; provided, that no
warrants shall be issued against the guaranty fund in excess of the cash therein and the tax
credits pledged thereto as provided in SMC 3.16.020; provided further, that no taxes shall be levied
for the fund in excess of the tax credits so pledged by SMC 3.16.020, and that the tax levies
directed in this chapter shall be additional to and if need be in excess of, any and all statutory and
charter limitations applicable to the tax levies of the city. (Ord. 213 § 3, 1938).

3.16.040 Use of moneys — Deposits paid into fund.

So much of the money of a guaranty fund as is necessary may be used to purchase certificates of
delinquency for general taxes on property subject to local improvement assessments underlying
bonds or warrants guaranteed by the fund, or to purchase such property at county tax foreclosures
or from the county after foreclosure, for the purpose of protecting the guaranty fund. The fund shall
be subrogated to the rights of the city, and the city may foreclose the lien of general tax certificates
of delinquency, and purchase the property at the foreclosure sale. After so acquiring title to real
property, the city may lease or sell and convey the same at public or private sale for such price and
on such terms as may be determined by resolution of the city council, any provisions of law, charter
or ordinance to the contrary notwithstanding. All proceeds resulting from such sales shall belong to
and be paid into the guaranty fund. (Ord. 213 § 3, 1938).

3.16.050 City exempt from liability.

Neither the holder nor the owner of any bond issued under the provisions of this act shall have any
claim therefor against the city, except for payment from the special assessments made for the
improvement for which the bond was issued, and except as against the local improvement
guaranty fund of the city. The city shall not be liable to any holder or owner of such bond or
warrant for any loss to the guaranty fund occurring in the lawful operation thereof by the city. The
remedy of the holder or owner of a bond, in case of nonpayment, shall be confined to the
enforcement of the assessment and to the guaranty fund. (Ord. 213 § 4, 1938).
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Chapter 3.24
SEWER CONSTRUCTION FUND

Sections:
3.24.010 Created.
3.24.020 Purpose.

3.24.010 Created.
A fund known as the sewer construction fund is established in the office of the clerk-treasurer.
(Ord. 342 § 1, 1965).

3.24.020 Purpose.

The purpose of the fund is to receive moneys from federal grants and loans, proceeds from LID
bonds and revenue bonds and from any other sources for the purpose of planning and constructing
a sewage system for the city and to pay therefrom all costs and expenses which may be incurred
for the planning and construction of the sewage system and the operation of the fund. (Ord. 342 §
2, 1965).

Mobile Version

Exh 2-Current-Page 65 of 94

Iltem 1.

70



https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0324.html#3.24.010
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0324.html#3.24.010
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0324.html#3.24.020
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0324.html#3.24.020
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0324.html#3.24
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0324.html#3.24

Iltem 1.

Chapter 3.28
SEWER OPERATIONS FUND

Sections:
3.28.010 Created.
3.28.020 Purpose.

3.28.010 Created.
A fund known as the sewer operation fund is established in the office of the clerk-treasurer. (Ord.
347 § 1, 1966).

3.28.020 Purpose.

The purpose of the fund is to receive moneys transferred from the general fund for the initial
operation of the sewer system and to further receive all revenues from the operation of the sewer
system and to pay therefrom all costs and expenses incurred in the operation of the sewer system.
(Ord. 347 § 2, 1966).
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Chapter 3.30
DRUG ENFORCEMENT FUND

Sections:
3.30.010 Drug enforcement fund created — Expenditures.
3.30.020 Unexpended funds.

3.30.010 Drug enforcement fund created — Expenditures.

A. There is created and established a special fund to be known as the “drug enforcement fund” into
which all net proceeds of money and property seized and forfeited pursuant to RCW 69.50.505
shall be deposited. For purposes of this section “money and net proceeds” means the amount
remaining after deduction of such amounts as are required by applicable state and federal laws to
be deducted from the sale of money and property seized during drug investigations and forfeited
pursuant to RCW 69.50.505.

B. This fund has been established for the purpose of accumulating funds for drug enforcement
needs, drug awareness educational purposes and the purchase, lease and maintenance of
equipment and other items necessary for drug enforcement by the Snoqualmie department of
public safety — police division. The moneys deposited into the drug enforcement fund shall be
expended only for such purposes and for no other purpose. (Ord. 932 § 1, 2003; Ord. 927 § 1,
2003).

3.30.020 Unexpended funds.

Any unexpended funds remaining in the drug enforcement fund at the end of any budget year shall
not be transferred to the general fund or otherwise lapse; rather, the unexpended funds shall be
carried forward from year to year until expended for the purposes set forth in this chapter. (Ord.
927 § 1, 2003).
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Chapter 3.32
CLAIMS CLEARING FUND

Sections:
3.32.010 Created.
3.32.020 Transfer of funds.
3.32.030 Purpose of expenditures.
3.32.040 Issuance of warrants.

3.32.010 Created.

There is created a fund, known and designated as the claims clearing fund, into which shall be
paid and transferred from the various funds an amount of money equal to the various claims
against the city for any purpose. References in this chapter to “the fund” shall be deemed to refer
to the claims clearing fund established in this section. (Ord. 1206 § 2, 2018; Ord. 492 § 1, 1981).

3.32.020 Transfer of funds.

Whenever it is deemed necessary, the finance director is authorized, empowered and directed to
transfer from the funds of the various departments to the claims clearing fund sufficient moneys to
pay the claims against the various departments of the city. (Ord. 1206 § 2, 2018; Ord. 492 § 2,
1981).

3.32.030 Purpose of expenditures.
The claims clearing fund shall be used and payments therefrom shall be made only for the purpose
of paying any claims against the city. (Ord. 1206 § 2, 2018; Ord. 492 § 3, 1981).

3.32.040 Issuance of warrants.

Following compliance with the process set forth in Chapter 3.85 SMC, the finance director is
authorized, empowered and directed to issue warrants or checks on and against the fund in
payment of materials furnished, services rendered or expense or liability incurred by the various
departments and offices of the city. All warrants issued on or against the fund shall be solely and
only for the purposes set forth in this chapter and shall be payable only out of and from the fund. In
lieu of issuing a warrant, if the fund is solvent at the time city payment is ordered, the finance
director may elect to make payment by check, electronic payment, or credit card. (Ord. 1206 § 2,
2018; Ord. 761 § 1, 1996; Ord. 492 § 4, 1981).
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Chapter 3.36
PAYROLL CLEARING FUND

Sections:
3.36.010 Created.
3.36.020 Transfer of funds.
3.36.030 Purposes of expenditures.
3.36.040 Issuance of warrants.

3.36.010 Created.

There is created a fund, known and designated as the payroll clearing fund, into which shall be
paid and transferred from the various funds an amount of money equal to the various salaries and
wages and other compensations due city employees. References in this chapter to “the fund” shall
be deemed to refer to the payroll clearing fund established in this section. (Ord. 1206 § 3, 2018;
Ord. 493 § 1, 1981).

3.36.020 Transfer of funds.

Whenever it is deemed necessary, the finance director is authorized, empowered and directed to
transfer from the funds of the various departments to the payroll clearing fund sufficient moneys to
pay the salaries, wages and other compensations of the employees of the various departments of
the city. (Ord. 1206 § 3, 2018; Ord. 493 § 2, 1981).

3.36.030 Purposes of expenditures.

The payroll clearing fund shall be used and payments therefrom shall be made only for the purpose
of paying and compensating employees of the city for services rendered, reimbursing authorized
expenses and paying employee deductions to those persons, agencies and organizations entitled
to such payments. (Ord. 1206 § 3, 2018; Ord. 493 § 3, 1981).

3.36.040 Issuance of warrants.

Following compliance with the process set forth in Chapter 3.85 SMC, the finance director is
authorized, empowered and directed to issue warrants on and against the fund for payments
authorized by SMC 3.36.030. All warrants issued on or against the fund shall be solely and only for
the purposes set forth in this chapter and shall be payable only out of and from the fund. In lieu of
issuing a warrant, if the fund is solvent at the time city payment is ordered, the finance director
may elect to make payment by check, electronic payment, or credit card. (Ord. 1206 § 3, 2018; Ord.
761§ 2,1996; Ord. 493 § 4, 1981).
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Chapter 3.37
PETTY CASH ACCOUNTS

Sections:
3.37.010 Treasurer authorized to establish petty cash accounts.
3.37.020 Petty cash accounts to be replenished at least monthly.
3.37.030 Administration in accordance with BARS manual.
3.37.040 Use for unauthorized purpose prohibited.

3.37.010 Treasurer authorized to establish petty cash accounts.

A. The treasurer is hereby authorized to establish petty cash accounts within any fund of the city
for the purpose of making change, making minor purchases, or for any other lawful purpose, which
purposes shall be stated in writing by the treasurer.

B. At the time of establishment of any petty cash account, the treasurer shall appoint a single
custodian for such petty cash account; provided, the treasurer may from time to time change the
custodian of such petty cash account as the treasurer may direct in writing. On disbursal of petty
cash to a designated custodian, the custodian shall render a receipt in writing to the treasurer. The
treasurer shall at all times maintain a list identifying authorized custodians of petty cash accounts.

C. No individual petty cash account shall exceed $250.00, and the aggregate of all petty cash
accounts shall not exceed $1,500.

D. All petty cash accounts shall be counted and reconciled at least monthly by some person other
than the custodian.

E. A petty cash account shall be counted and reconciled at such time as the appointment of the
custodian thereof is terminated, and any remaining balance turned over to the treasurer. (Ord. 820
§ 1, 1998).

3.37.020 Petty cash accounts to be replenished at least monthly.

A. At least once a month, or more frequently if disbursements warrant, petty cash accounts shall
be replenished. Replenishment shall be by voucher with appropriate receipts attached. Receipts
shall be perforated or canceled by some appropriate means to prevent reuse. At the time of
replenishment, the custodian shall assure that the balance remaining in petty cash, together with
the amount of the replenishment voucher, equals the amount authorized for the petty cash
account.

B. All petty cash accounts shall be replenished immediately prior to the end of each fiscal year.
(Ord. 820 § 1, 1998).

3.37.030 Administration in accordance with BARS manual.

All petty cash accounts shall be administered in accordance with the requirements of the State
BARS manual, and in the event of any conflict between the provisions of this chapter and the
BARS manual, as it now exists or may hereafter be amended, the BARS manual shall control. (Ord.
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820§ 1, 1998).

3.37.040 Use for unauthorized purpose prohibited.
It shall be a misdemeanor for any person to use petty cash for any purpose not authorized by this
chapter. (Ord. 820 § 1, 1998).
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Chapter 3.38
PARK IMPROVEMENT FUND

Sections:
3.38.010 Created.
3.38.020 Purpose.

3.38.010 Created.
A new fund is hereby created and named the park improvement fund. The fund number shall be
303. (Ord. 727 § 1, 1994).

3.38.020 Purpose.
This fund shall be for the express purpose of setting aside moneys for park capital improvement
expenditures. (Ord. 727 § 2, 1994).
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Chapter 3.44
BONDS REGISTRATION SYSTEM

Sections:
3.44.010 Findings.
3.44.020 Definitions.
3.44.030 Adoption of registration system.
3.44.040 Statement of transfer restrictions.

3.44.010 Findings.
The city council finds that it is in the city’s best interest to establish a system of registering the
ownership of the city’s bonds and obligation in the manner permitted by law. (Ord. 530 § 2, 1983).

3.44.020 Definitions.
The following words shall have the following meanings when used in this chapter:

A. “Bond” or “bonds” shall have the meaning defined in Section 2(1), Chapter 167, Laws of 1983,
as the same may be from time to time amended.

B. “City” means the city of Snoqualmie, Washington.

C. “Fiscal agencies” means the duly appointed fiscal agencies of the state of Washington serving
as such at any given time.

D. “Obligation” or “obligations” shall have the meaning defined in Section 2(3), Chapter 167, Laws
of 1983, as the same may be from time to time amended.

E. “Registrar” shall be the person or persons designated by the city to register ownership of bonds
or obligations under this chapter. (Ord. 530 § 1, 1983).

3.44.030 Adoption of registration system.
The city adopts the following system of registering the ownership of its bonds and obligations:

A. Registration Requirement. All bonds and obligations offered to the public, having a maturity of
more than one year and issued by the city after June 30, 1983, on which the interest is intended to
be exempt from federal income taxation shall be registered as to both principal and interest as
provided in this chapter.

B. Method of Registration. The registration of all city bonds and obligations required to be
registered shall be carried out either by:

1. A book entry system of recording the ownership of the bond or obligation on the books of
the city or the fiscal agencies, whether or not a physical instrument is issued; or

2. By recording the ownership of the bond or obligation and requiring as a condition of the
transfer of ownership of any bond or obligation the surrender of the old bond or obligation
and either the reissuance of the old bond or obligation or the issuance of a new bond or
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obligation to the new owners.

No transfer of any bond or obligation subject to registration requirements shall be effective until the
name of the new owner and the new owner’s mailing address, together with such other
information deemed appropriate by the registrar, shall be recorded on the books of the registrar.

C. Denominations. Except as may be provided otherwise by the ordinance authorizing their
issuance, registered bonds or obligations may be issued and reissued in any denomination up to
the outstanding principal amount of the bonds or obligations of which they are a part. Such
denominations may represent all or a part of a maturity or several maturities and on reissuance
may be in smaller amounts than the individual denominations for which they are reissued.

D. Appointment of Registrar. Unless otherwise provided in the ordinance authorizing the issuance
of registered bonds or obligations, the city clerk-treasurer shall be the registrar for all registered
interest-bearing warrants, installment contracts, interest-bearing leases and other registered
bonds or obligations not usually subject to trading and the fiscal agencies shall be the registrar for
all other city bonds and obligations.

E. Duties of Registrar. The registrar shall serve as the city’s authenticating trustee, transfer agent,
registrar and paying agent for all registered bonds and obligations for which he, she, or it serves as
registrar and shall comply fully with all applicable federal and state laws and regulations
respecting the carrying out of those duties.

The rights, duties, responsibilities and compensation of the registrar shall be prescribed in each
ordinance authorizing the issuance of the bonds or obligations, which rights, duties, responsibilities
and compensation shall be embodied in a contract executed by the city clerk-treasurer and the
registrar.

In instances when the fiscal agency serves as registrar, the city adopts by reference the contract
between the State Finance Committee of the state and the fiscal agencies in lieu of executing a
separate contract and prescribing by ordinance the rights, duties, obligations and compensation of
the registrar. As well, when the city clerk-treasurer serves as registrar, a separate contract shall not
be required.

In all cases when the registrar is not the fiscal agencies, the ordinance authorizing the issuance of
the registered bonds or obligations shall specify the terms and conditions of:

1. Making payments of principal and interest;

2. Printing any physical instruments, including the use of identifying numbers or other
designation;

3. Specifying record and payment dates;
4. Determining denominations;
5. Establishing the manner of communicating with the owners of the bonds or obligations;

6. Establishing the methods of receipting for the physical instruments for payment of principal,
the destruction of such instruments and the certification of such destruction;
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7. Registering or releasing security interests, if any; and

8. Such other matters pertaining to the registration of the bonds or obligations authorized by
such ordinance as the city may deem to be necessary or appropriate. (Ord. 530 § 3, 1983).

3.44.040 Statement of transfer restrictions.

Any physical instrument issued or executed by the city subject to registration under this chapter
shall state on its face that the principal of and interest on the bonds or obligations shall be paid
only to the owner thereof registered as such on the books of the registrar as of the record date
defined in the instrument and to no other person, and that such instrument, either principal or
interest, may not be assigned except on the books of the registrar. (Ord. 530 § 4, 1983).
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Chapter 3.52
UTILITY FINANCE CHARGES

Sections:
3.52.010 Use of revenue.

3.52.010 Use of revenue.

Utility generated revenue consisting of finance charges on overdue utility bills are expressly
authorized to be used for general fund purposes and be reported as general fund revenue. (Ord.
633§ 1, 1989).
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Chapter 3.56
INSUFFICIENT FUNDS AND OTHER DISHONORED CHECKS

Sections:
3.56.010 Charges.
3.56.020 Use of revenue.

3.56.010 Charges.

A charge of $20.00 shall be assessed against any person who has made payment to the city by
check for any fee or charge when such check is returned by the bank against whom it has been
drawn due to insufficient funds on account, closure of the account, or any other reason resulting in
the non-payment of the check. The $20.00 penalty shall be paid prior to the application of any
payment against the fee or charge initially assessed. (Ord. 725 § 1, 1994).

3.56.020 Use of revenue.

Revenues generated from charges for insufficient funds and other dishonored checks are expressly
authorized to be used for general fund purposes and be reported as general fund revenue. (Ord.
725§ 1, 1994).
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Chapter 3.65
FLOOD REDUCTION PROJECTS FUND

Sections:
3.65.010 Created.
3.65.020 Purpose.

3.65.010 Created.

A new fund is hereby created and named flood reduction projects fund. The fund number shall be

305. (Ord. 852 § 1, 2000).

3.65.020 Purpose.

This fund shall be for the express purpose of accounting for the revenues and expenditures

associated with the flood reduction projects. (Ord. 852 § 2, 2000).
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Chapter 3.70
DONATIONS, DEVISES OR BEQUESTS

Sections:
3.70.010 Established.
3.70.020 Procedures.

3.70.010 Established.

Pursuant to RCW 35A.11.040, the city is hereby authorized to accept any money or property
donated, devised or bequeathed to it, and to carry out the terms of the donation, devise or bequest
if within the powers granted by law. If no terms or conditions are attached to the donation, devise
or bequest, the city may expend or use the same for any municipal purpose. (Ord. 785 § 1, 1997).

3.70.020 Procedures.

The office of city clerk-treasurer, after consulting with either the chair or a member of the finance
and administration committee, is hereby authorized and directed to establish such funds and
accounting procedures as may be necessary to carry out the terms or conditions of any donation,
devise or bequest, in accordance with the laws of the state of Washington and requirements
prescribed by the office of the State Auditor. (Ord. 785 § 1, 1997).
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Chapter 3.80
PUBLIC ARTS FUNDING

Sections:
3.80.010 Purpose.
3.80.020 Definitions.
3.80.030 Appropriations.
3.80.040 Method of calculation.
3.80.050 General obligation bond proceeds.
3.80.060 Uses.
3.80.070 Municipal art fund — Established.
3.80.080 Arts commission responsibilities.
3.80.090 Severability.

3.80.010 Purpose.

The city of Snoqualmie recognizes the importance and benefit of providing opportunities for high
quality visual art experiences at public facilities. It is the city’s intention to create a variety of
cultural opportunities for its citizens and to enhance the aesthetic and cultural environment in the
community by encouraging and promoting the creation and placement of public art. To that end, a
policy is hereby established to pool one percent for the arts funds to be used for public art works in
certain public facilities that will expand citizen’s access to visual art. (Ord. 913 § 1, 2002).

3.80.020 Definitions.
As used in this chapter, the following terms have the meanings set forth below:

A. “Acquisition of real property” means the purchase of parcels of land or existing buildings and
structures, including associated costs such as appraisals or negotiations.

B. “Arts commission” means the Snoqualmie arts commission.
C. “Demolition costs” means the cost of removing buildings or other structures from the property.
D. “Equipment” means equipment or furnishings that are portable.

E. “Public art work” means visual and tactile art works provided in visible public locations for the
enjoyment of the general public, including paintings, sculpture, statuary, fountains, and
architectural enhancements.

F. “Qualifying capital improvement project” means a project funded wholly or in part by the city of
Snoqualmie and costing $100,000 or more to construct, renovate or remodel any public building,
decorative or commemorative structure, park, trail, bridge, or any portion thereof, within the city
limits. Projects involving the construction, renovation or repair of public streets, sidewalks and
parking facilities are not qualifying capital improvement projects within the meaning of this
ordinance; provided, that where street, sidewalk or parking facilities construction is an integral
and/or incidental part of the construction, renovation or remodel of any public building, decorative

Exh 2-Current-Page 80 of 94

Iltem 1.

85



https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.010
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.010
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.020
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.020
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.030
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.030
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.040
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.040
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.050
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.050
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.060
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.060
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.070
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.070
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.080
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.080
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.090
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.090

or commemorative structure, park, trail, or any portion thereof, the cost of the street, sidewalk and
parking facilities construction shall be included within the total cost of the qualifying capital
improvement project for purposes of this chapter. (Ord. 913 § 1, 2002).

3.80.030 Appropriations.

All authorizations and/or appropriations for qualifying capital improvement projects shall include
an amount of not less than one percent of the total project to be set aside for transfer to the
municipal arts fund; provided, such amount to be transferred shall not exceed the sum of $50,000
for any one qualifying capital project; and further provided, the aggregate amount of funds from
qualifying capital projects in the municipal art fund unexpended and not designated for a specific
public art work shall be limited to $75,000 at any time. The limitation on the aggregate amount of
funds shall apply only to funds in the municipal art fund arising from qualifying capital projects and
shall not apply to donations or other sources of funds. (Ord. 913 § 1, 2002).

3.80.040 Method of calculation.

For qualifying capital improvement projects, the minimum amount to be appropriated for art shall
be the total project cost divided by 100, except that any city funding amount for the acquisition of
real property, demolition, or equipment, design, or construction management shall be excluded for
the purpose of the calculation. The one percent calculation shall be based on the construction
contract or contracts for the qualifying capital project as approved by city council; provided, the
amount to be appropriated for art shall not be reduced on account of change orders during
construction. When the city council approves the appropriation for the project, such appropriation
shall include an appropriation of funds for public art works, as provided in SMC 3.80.030. In the
event any law, rule or regulation establishing a source of funds for a particular project, including
but not limited to mitigation payments, grants, loans, or assistance from federal, state or other
governmental agencies, prohibits, limits or excludes art and artworks as a proper expenditure, then
the amount of funds from such source shall be excluded from the computation. (Ord. 913 § 1,
2002).

3.80.050 General obligation bond proceeds.

In the case of a city project that involves the use of general obligation bond proceeds, funds
appropriated shall be used for projects and capital purposes consistent with the resolution(s) or
ordinance(s) approved by the city council and the voters. (Ord. 913 § 1, 2002).

3.80.060 Uses.

The appropriations from qualifying capital improvement projects shall be pooled into the municipal
arts fund. The city council, upon advice and recommendation from the arts commission, shall
approve, from time to time, the amount to be authorized for specific one-percent-for-the-arts
public art work projects. These funds shall be used for:

A. Selection, acquisition, and installation or display of original works of visual art, which may be an
integral part of the qualifying capital improvement project from which all or a portion of the funds
were derived, may be placed in, on or about the project, or in another public facility;

B. Repairs and maintenance of one-percent-for-the-arts works;

C. Participation by community members in the creation of public art works funded through the one-
percent-for-the-arts program; and

Exh 2-Current-Page 81 of 94

Iltem 1.

86



https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.030
https://www.codepublishing.com/WA/Snoqualmie/#!/Snoqualmie03/Snoqualmie0380.html#3.80.030

Iltem 1.

D. Other project specific expenses of selection and acquisition; provided, that no part of the funds

shall be used to pay administrative staffing expenses of the program. (Ord. 913 § 1, 2002).

3.80.070 Municipal art fund — Established.

There is hereby established a special fund designated “municipal arts fund” into which shall be
deposited funds appropriated as contemplated by SMC 3.80.030, together with such other funds
as the city council shall appropriate or the arts commission may raise for public art works, and
from which expenditures may be made for specific public art works in accordance with the art plan
and operation manual policies and procedures. Separate funds shall be created within the
municipal arts fund to segregate receipts by source, or when so directed by the city council, for
specific public art works. Disbursements from such fund shall be made in connection with projects
recommended by the arts commission and approved by the city council. Any unexpended one-
percent-for-arts funds remaining in the municipal arts fund at the end of any budget year shall not
be transferred to the general fund or to any other fund, or otherwise lapse, but said unexpended
funds shall be carried forward from year to year until expended for the purposes set forth in SMC
3.80.060 of this chapter, unless otherwise directed by ordinance of the city council. (Ord. 913 § 1,
2002).

3.80.080 Arts commission responsibilities.

Annually, the arts commission shall prepare and recommend a one-percent-for-the-arts project
plan and shall make specific recommendations on the appropriation of one-percent-for-the-arts
funds to the city council. The arts commission shall carry out all necessary tasks and procedures
consistent with established adopted city of Snoqualmie art plan and operation manual policies and
procedures, for the selection, placement, and conservation of public art works. (Ord. 913 § 1, 2002).

3.80.090 Severability.

If any section, sentence, clause or phrase of this chapter should be held to be invalid or
unconstitutional by a court of competent jurisdiction, such invalidity or unconstitutionality shall not
affect the validity or constitutionality of any other section, sentence, clause or phrase of this
chapter. (Ord. 913 § 1, 2002).
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Chapter 3.85
CLAIMS, DEMANDS AND VOUCHERS AGAINST THE CITY

Sections:
3.85.010 Preliminary examination and approval.
3.85.020 Audit of claims by finance director.
3.85.030 Issuance of payment.
3.85.040 Finance director’s report to city council.
3.85.050 City council review and determination on claims.

3.85.010 Preliminary examination and approval.

All claims, demands and vouchers for payment presented to the city shall first be examined by the
appropriate administrative official. If said official determines a claim to be just, due and unpaid he
shall so indicate to the finance director or his/her designee, and shall further indicate the fund from
which payment is to be made and whether the appropriate funds are available. (Ord. 1206 § 4,
2018).

3.85.020 Audit of claims by finance director.

The finance director or her/his designee shall examine and audit all claims, demands and vouchers
presented to him/her by the appropriate administrative officials of the city. The finance director is
hereby designated as the auditing officer pursuant to RCW 42.24.080 and 42.24.180(1); provided
the finance director may with the approval of the city administrator make a written designation of

another qualified city employee to act as auditing officer in case of his absence or disability. In
examining and auditing the claims, demands and vouchers, the auditing officer may designate and
rely upon approvals and internal controls over approvals performed by other city employees,
provided the finance director describes such approvals and internal controls in writing. Following
said examination and audit, the finance director or designee shall take action as follows:

A. If she/he concurs in a finding of the appropriate administrative official that a claim is just, due
and owing, if funds are available, and if she/he further finds that payment of said claim would not
be in violation of any city ordinance, state statute or general law, she/he may authorize payment of
the same. Said authorization shall be sufficient for the honoring and payment of such claim.

B. If she/he disagrees with a finding of the appropriate administrative official of the city that a
claim is just, due and owing, she/he shall so indicate in his/her report to the city council. No claim,
demand or voucher shall be approved or payment ordered on any claim, demand or voucher upon
which the finance director or his/her designee shall have noted an objection, pending presentation
to and approval by the city council pursuant to SMC 3.85.050. (Ord. 1206 § 4, 2018).

3.85.030 Issuance of payment.

Where payment is authorized hereunder, the finance director or her/his designee is authorized,
empowered and directed to issue warrants on and against the appropriate fund (e.g., claims
clearing fund, payroll clearing fund) in payment of materials furnished, services rendered or
expense or liability incurred by the various departments and offices of the city. In lieu of issuing a
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warrant, if the fund is solvent at the time city payment is ordered, and subject to compliance with
the other requirements of this chapter, the finance director may elect to make payment by check,
electronic payment, or credit card. (Ord. 1206 § 4, 2018).

3.85.040 Finance director’s report to city council.

The finance director or his/her designee shall, periodically as the city council may designate or not
later than 30 days following the finance director’s determination under SMC 3.85.020, prepare a
written report regarding his/her examination of claims. Such report shall indicate the action taken
on each claim presented, together with such information thereon as may enable the city council to
act upon all claims which have not been approved by the finance director or his/her designee. (Ord.
1206 § 4, 2018).

3.85.050 City council review and determination on claims.

Periodically, and not later than the regularly scheduled public meeting within one month of the
finance director’s payment of claims and/or disapproval of same, the city council shall determine
whether to approve the claims previously paid or disapproved by the finance director. The city
council’s review and determination shall be made using the following process: The listing of claims
paid, and the finance director’s written report, shall be made available to all city council members
for at least 48 hours prior to the council’s finance and administration (“F&A”) committee meeting.
City council members may request that the F&A committee review supporting documentation for
any claim; however, such review shall not seek to duplicate the finance director’s examination and
audit under SMC 3.85.020. The F&A committee shall consider the claims as part of its regular
meeting agenda, and shall report to the full city council the results of the committee’s review of
claims paid and supporting documentation for any claims for which F&A committee review was
requested by a council member, along with a recommendation to the full city council whether to
approve the claims. The claims, demands, vouchers, warrants and/or checks that were included in
the listing provided at least 48 hours prior to the F&A committee meeting, and the F&A committee’s
recommendation thereon, shall be scheduled on the consent agenda at the regular city council
meeting next following the F&A committee meeting. If the city council approves any claims or
demands to which the finance director has objected under SMC 3.85.020(B), the finance director
shall thereafter issue payment pursuant to SMC 3.85.030. If the city council disapproves any claims
or demands that the finance director has previously paid, the finance director shall cause the
disapproved claims to be recognized as receivables of the city, and shall pursue collection diligently
until the amounts disapproved are collected or until the city council is satisfied and approves the
claims. (Ord. 1255 § 1, 2021; Ord. 1247 § 1, 2021; Ord. 1206 § 4, 2018).
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RESOLUTION NO. 1453

A RESOLUTION OF THE CITY COUNCIL OF
SNOQUALMIE, WASHINGTON ADOPTING A
DISCLOSURE PROCEDURES AND POLICY FOR BONDS,
NOTES, AND OTHER SECURITIES

WHEREAS, Section 17 of the Securities Act of 1933 and Section 10(b) of the
Securities Exchange Act of 1934 make it unlawful for any person to make any untrue
statement of a material fact or to omit to state a material fact in order to mislead in
connection with the purchase or sale of any security; and

WHEREAS, Section 17 of the Securities Act of 1933 and Section 10(b) of the
Securities Exchange Act of 1934 require all material information relating to offered
securities be provided to potential investors; and

WHEREAS, the information provided to potential investors must not contain any
material misstatements, or omit material information which is necessary tc provide
investors a complete description of securities and the City of Snoqualmie’s financial
condition; and

WHEREAS, the City of Snoqualmie must exercise reasonable care to avoid
material statements or omissions in preparing public statements used to sell securities
in primary offerings, and may not knowingly or recklessly include material
misstatements or omissions in other public statements when securities are outstanding;
and

WHEREAS, the City Council of the City of Snoqualmie approved a “Post-
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regularly post financial information and other notifications related to new and
outstanding bond issues; and

WHEREAS, the “Post-Issuance Compliance Policy” does not provide a sufficient
framework and/or procedures for compliance with preliminary official statement, final
official statement, and other offering document disclosure requirements prior to the
purchase or sale of any security; and

WHEREAS, adopting a “Disclosure Procedures and Policy” for bonds, notes, and
other securities will facilitate compliance with applicabie iaw and existing ongoing
disclosure undertakings when preparing and distributing all initial and ongoing
disclosure documents, reduce the City of Snoqualmie’s exposure to liability for damages
and enforcement actions based on misstatements and omissions in such documents,
and promote good investor relations.

NOW THEREFORE BE IT RESOLVED that the City Council of the City of
Snoqualmie approves and adopts the June, 2018 “Snoqualmie Disclosure Procedures -
and Policy” in the form attached hereto as Exhibit A, for bonds, notes, and other
securities. This Resolution is effective immediately upon its passage.

PASSED AND ADOPTED by the City Council of the City of Snoqualmie,

Washington, this 9% day of July 2018. C/

Matthew R. Larson, Mayor
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Exhibit 2 - Current Policies & SMC

Approved as to form:

Va2 0 2tTbed].

Bob C. Sterbank, City Attorney
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Item 1.

CITY OF SNOQUALMIE
DISCLOSURE PROCEDURES AND POLICY

JULY, 2018

These Disclosure Procedures and Policy (“Disclosure Procedures™) are intended to establish a
framework for compliance by the City of Snoqualmie, Washington (the “Issuer’) with its disclosure and/or
contractual obligations with respect to bonds, notes, and other securities it issues or that are issued on its
behalf (as defined herein, the “Securities™), pursuant to the requirements of federal and state securities laws
and other applicable rules, regulations, and orders.

Section 1. Purpose. The Issuer from time to time issues or is an obligated party with respect
to taxable and tax-exempt Securities in order to finance and/or refinance its projects. The purpose of these
Disclosure Procedures is to enhance existing policies and procedures regarding compliance with applicable
laws relating to disclosure by memorializing and communicating key principles and procedures in
connection with such Securities in order:

e To facilitate compliance with applicable law and existing ongoing disclosure undertakings when
preparing and distributing initial and ongoing disclosure documents,

* To reduce exposure (of the Issuer and its officials and employees) to liability for damages and
enforcement actions based on misstatements and omissions in such documents, and

¢ To promote good investor relations.

Section 2. Definitions. As used in these Disclosure Procedures, the following words and
terms shali have the following meanings, unless the context or use indicates another or different meaning
or intent.

Anti-Fraud Rules refer to Section 17 of the Securities Act of 1933 and Section 10(b) of the
Securities Exchange Act of 1934, particularly Rule 10b-5 under the 1934 Act, and regulations adopted by
the SEC under those Acts.!

Bond Counsel means an attorney at law or a firm of attorneys, selected by the Issuer, of nationally
recognized standing in matters pertaining to the tax-exempt nature of interest on bonds issued by states and
their political subdivisions.

Continuing Disclosure Filing means a filing of financial and operating data or an event notice with
the MSRB through EMMA pursuant to a Continuing Disclosure Agreement.

! The Anti-Fraud Rules provide that “Tt shall be unlawful for any person, directly or indirectly, ...

(a) To employ any device, scheme, or artifice to defraud,

(b) To make any untrue statement of a material fact or to omit to state a material fact necessary in order to make the
statements made, in the light of the circumstances under which they were made, not misleading, or

(c) To engage in any act, practice, or course of business which operates or would operate as a fraud or deceit upon
any person, in connection with the purchase or sale of any security.”
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Continuing Disclosure Agreement means a certificate, the provisions of an ordinance or
resolution, or an agreement of the Issuer by which the Issuer undertakes to provide financial and operating
data periodically, and timely notices of certain events under the Rule.

Disclosure Counsel means counsel engaged from time to time by the Issuer to give advice to the
Issuer in accordance with these Disclosure Procedures. Disclosure Counsel may be the Issuer’s Bond
Counsel or other counsel.

Disclosure Documents mean Offering Documents, Continuing Disclosure Filings and other filings
made on EMMA.

Disclosure Working Group shall have the meaning set forth in Section 5 of these Disclosure
Procedures.

EMMA means the Electronic Municipal Market Access System maintained by the MSRB.

Final Official Statement means a document prepared by or on behalf of the Issuer in connection
with the sale of its publicly sold Securities that discloses material information on the offering of such
Securities.

Finance Team shall have the meaning set forth in Section 5 of these Disclosure Procedures.

Governing Body means the general legislative body of the Issuer as it may be duly and regularly
constituted from time to time.

MSRB means the Municipal Securities Rulemaking Board.

Offering Documents mean Preliminary Official Statements, Final Official Statements and other
documents by which Securities are offered for sale.

Preliminary Official Statement means a version of the Final Official Statement prepared by or for
the Issuer in connection with its publicly sold Securities prior to the availability of the Final Official
Statement.

Public Statement means any statement or other communication that is intended (or reasonably can
be expected) to be accessible to and relied upon by investors in the Issuer’s Securities. Public Statements
may include, depending on the context: Offering Documents, Continuing Disclosure Filings, other filings
made on EMMA, information uploaded or linked or posted to the website of the Issuer, and press releases
and other formal statements of the Issuer.

Responsible Officer means the Finance Director or other officer responsible for ensuring
compliance with these Disclosure Procedures.

Rule means the SEC Rule 15¢2-12 under the Securities Exchange Act of 1934, as amended.
SEC means the United States Securities and Exchange Commission.
Securities means bonds, notes, certificates of participation, and other debt obligations or securities

of the Issuer, or the payment of which the Issuer is obligated to support by a lease, contract, or other
arrangement, that are sold to or otherwise held or traded in by the public.
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Section 3. Policy and Background. It is the policy of the Issuer to comply fully with
applicable securities laws regarding disclosure in connection with the issuance of Securities and with the
terms of its Continuing Disclosure Agreements. In offering Securities to the public and preparing Public
Statements, the Issuer will comply with the Anti-Fraud Rules. The Anti-Fraud Rules apply to any statement
or other communication that is intended (or reasonably can be expected) to be accessible to and relied upon
by investors, and may include Cffering Documents, Continuing Disclosure Filings, and other Public
Statements.

At their core, the Anti-Fraud Rules require all material information relating to the offered Securities
be provided to potential investors. The information provided to potential investors must not contain any
material misstatements, and the Issuer must not omit material information which would be necessary to
provide to investors a materially complete description of the Securities and the Issuer’s financial condition.
In the context of the sale of Securities, a fact is considered to be material if there is a substantial likelihood
that a reasonable investor would consider it to be important in determining whether or not to purchase the
securities being offered.

The Issuer must exercise reasonable care to avoid material misstatements or omissions in preparing
Public Statements that are used to sell Securities in primary offerings, and it may not knowingly or
recklessly include material misstatements or omissions in other Public Statements while its Securities are
outstanding. Knowledge of any officer or employee of the Issuer as well as information in files of the Issuer
may be imputed to the Issuer.

Section 4. Guidelines for Preparing Disclosure Documents. The following guidelines apply
to all officials and staff members who contribute information to, or otherwise assist in the preparation of,
Public Statements:

o Staff members and officials involved in the disclosure process are responsible for being familiar
with the Anti-Fraud Rules.

e Staff members and officials involved in the disclosure process are instructed to err on the side of
raising issues when preparing or reviewing Public Statements. Officials and staff are encouraged
to consult with Bond Counsel and/or Disclosure Counsel, if any, and/or the Issuer’s municipal
advisor if there are questions regarding whether an issue is material. Any concerns regarding the
accuracy of a Disclosure Document or other Public Statement should be immediately reported to
Bond Counsel and/or Disclosure Counsel, if any, and/or the City Attorney.

o The Issuer has identified the Responsible Officer, and the other officials involved in the disclosure
process under these Disclosure Procedures, as having sufficient seniority such that it is reasonable
to believe that, collectively, they are in possession of material information relating to the Issuer and
its finances.

¢ These Disclosure Procedures are intended for the internal use of the Issuer only and are not intended
to establish any duties in favor of or rights of any person other than the Issuer.

¢ The officers and employees charged by these Disclosure Procedures with performing or refraining
from any action may depart from these Disclosure Procedures when they and the Responsible
Officer in good faith determine that such departure is in the best interests of the Issuer and
consistent with the duties of the Issuer under the Anti-Fraud Laws. The Responsible Officer is
encouraged to first consult with Bond Counsel, Disclosure Counsel, and/or the City Attorney prior
to any such departure.
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Section 5. Procedures. The following procedures shall be followed when preparing,
checking, or issuing the following Public Statements.

(a) Preliminary and Final Official Statements and Other Offering Documents.

1) The working group for the preparation of Offering Documents used in primary
offerings shall consist of the following officers and employees of the Issuer (as determined to be necessary
based on the facts and security for the offering): City Mayor, City Administrator, City Finance Director,
Public Works Director (as appropriate), City Attorney, and City staff (as appropriate) (the “Disclosure
Working Group”).

2) At the beginning of the process for preparing a Preliminary Official Statement, the
Disclosure Working Group will (i) determine (with input from other members of the transaction finance
team, which may consist of the Issuer’s municipal advisor, the underwriter, underwriter’s counsel, Bond
Counsel, Disclosure Counsel, bond registrar, trustee and/or other parties to the transaction (the “Finance
Team™)) what information should be disclosed in the Preliminary Official Statement to present fairly a
description of the source of repayment and security for the Securities being offered, including related
financial and operating information {which may include a discussion of material risks related to investment
in the Securities), (ii) assign responsibilities for assembling and verifying the information, and (iii) establish
a schedule for producing the information and the Preliminary Official Statement that will afford sufficient
time for final review by the Disclosure Working Group and Finance Team, and to obtain the approvals
required by these Disclosure Procedures.

3) The Responsible Officer shall (i) identify officers or employees of the Issuer who
are likely to know or be able to obtain and verify required information, (ii) request that they assemble,
verify, and forward the information and provide information regarding any other fact that they believe to
be important to investors, and (iii) establish a reasonable deadline for producing the information.

4 The members of the Disclosure Working Group shail review drafts of the
Preliminary Official Statement and the process used to develop the Preliminary Official Statement to
determine whether, based on information known or reported to them: (i) these Disclosure Procedures were
followed, (ii) the material facts in the Offering Document appear to be consistent with those known to the
members of the Disclosure Working Group (and, in the case of information included in audited financial
statements or other source documents, are consistent with such source documents), and (iii) the Preliminary
Official Statement omits any material fact that is necessary to be included to prevent such document from
being misleading to investors.

) Prior to the public release of a Preliminary Official Statement, the Disclosure
Working Group will complete a final review, consisting of comparing and resolving any discrepancies
between the Issuer’s audited financial statements and other source materials, and cover-to-cover review of
the Preliminary Official Statement. The Disclosure Working Group and members of the Finance Team, as
applicable, shall approve the Preliminary Official Statement prior to release. The Preliminary Official
Statement shall be sent to the Mayor for approval prior to releasing the document to potential investors.

For the purpose of satisfying the initial purchaser’s compliance with the Rule, the Mayor will be
responsible for “deeming final” the Preliminary Official Statement as of its date, except for the omission of
information as to offering prices, interest rates, selling compensation, aggregate principal amount, principal
amount per maturity, maturity dates, delivery dates, and other terms of the Securities dependent on such
matters.
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(6) Prior to release of a Final Official Statement, the Responsible Officer will confirm
that the pricing information included in the Final Official Statement matches the final pricing numbers, and
confer with the Disclosure Working Group to confirm that no material developments have occurred since
the date of the Preliminary Official Statement. The Disclosure Working Group and Finance Team members
shall approve the final draft of the Final Official Statement prior to release. The Final Official Statement
shall be sent to the Mayor, who is hereby authorized to approve such Financial Official Statement prior to
releasing the document.

(7N In connection with the closing of the transaction, the Mayor is authorized to
execute a certificate under the Anti-Fraud Rules stating that the Offering Document, as of its date and as of
the date of closing, does not contain any untrue statement of material fact or omit to state any material fact
necessary to make the statements contained in the Offering Document not misleading in light of the
circumstances under which they were made.

(8) The Disclosure Working Group shall compile and retain a file of the actions taken
to prepare, check, and approve the Offering Documents.

b) Continuing Disclosure Filings. Certain of the Issuer’s Securities are subject tc the ongoing
filing requirements under the Rule, which require that the Issuer make annual filings with the MSRB of
audited financial statements and certain operating data, and, on an as-needed basis, notices of certain listed
events.

(D Annual Filings. The Responsible Officer shall be responsible for filing all annual
reports per the Continuing Disclosure Agreements for all outstanding Securities subject to the Rule. Most
of the Issuer’s annual filings are required to be made no later than the end of nine months after the end of
the Issuer’s fiscal year. If audited information is not available by the filing date, unaudited information
must be filed, and the audited information must be filed as soon as it is available. Further, the Responsible
Officer shall be responsible for providing, in a timely manner, notice of any failure to provide required
annual firancial information, on or before the date specified in the applicable Continuing Disclosure
Agreement.

The Responsible Officer shall (i) compile and maintain (and update after every issuance or
defeasance of Securities) a list of all financial information and operating data required to be filed with the
MSRB pursuant to each of the Continuing Disclosure Agreements, (ii) assign responsibilities to officers
and employees, if necessary, for periodically assembling and verifying the data, (iii) request that they
assemble, verify, and forward the data to the Responsible Officer and notify the Responsible Officer if they
have learned of any other fact that they consider to be material with respect to the information provided,
and (iv) establish a schedule for producing the data (and the documents to be filed) that will afford sufficient
time for final review and approval by the Responsible Officer.

Prior to posting an annual filing, finance staff will complete a final review, consisting of comparing
and noting any discrepancies with source materials, and cover-to-cover review. Each Continuing
Disclosure Filing shall be sent to the Responsible Officer for approval prior to posting on EMMA. The
Responsible Officer or other responsible officer shall file or cause to be filed each annual filing with the
MSRB through EMMA by the deadline established by the applicable Continuing Disclosure Agreements.

The Responsible Officer shall exercise reasonable care to file the annual filing in word-searchable
PDF format and with the identifying information required by the Continuing Disclosure Agreements,
including applicable CUSIP numbers for the Issuer’s Securities.
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The Responsible Officer or other responsible officers shall enroll on the EMMA websiie to receive
annual email reminders of annual filing deadlines. Further, prior to each offering of Securities, the one or
more staff members will search EMMA for its continuing disclosure filings to confirm proper filings have
been timely made.

2) Notice of Reportable Events. The Responsible Officer shall maintain a list of
events of which the Issuer is required to provide notice to the MSRB pursuant to the Continuing Disclosure
Agreements. The Responsible Officer shall (a) identify the officers and employees of the Issuer who are
most likely to first obtain knowledge of the occurrence of such events, and (b) request in writing that they
notify the Responsible Officer immediately after learning of any such event, regardless of materiality, and
repeat such request in periodic reminders.

The Responsible Officer shall assess the materiality of any reported event with the assistance of
Bond Counsel and/or Disclosure Counsel, if any (reportable under the Continuing Disclosure Agreements
only if material) and, if notice of the event must be given (or if no materiality standard applies to that
particular event), prepare a notice giving notice of the event. All notices shall be reviewed and approved
by the Responsible Officer prior to posting.

The Responsible Officer shall file the event notice with the MSRB through EMMA by the deadline
established by the Continuing Disclosure Agreements (e.g. within 10 business days after the occurrence of
the event). The Responsible Officer shall exercise reasonable care to file the event notice in the format and
with the identifying information required by the Continuing Disclosure Agreements, including CUSIP
numbers for the applicable Securities.

©) Other Public Statements. Other statements or communications that are intended (or
reasonably expected) to be accessible to and relied upon by investors of the Securities are subject to the
Anti-Fraud Rules. Such Public Statements may include, but are not limited to, voluntary filings made on
EMMA, information on the Issuer’s website (such as on an investor relations webpage), communications
with investors, and press releases and other formal statements of the Issuer. The Responsible Officer and
other officers of the Issuer shall exercise reasonable care to make sure that such information is materially
accurate and complete and otherwise in compliance with these Disclosure Procedures.

Section 6. Training. The Issuer will provide or cause to be provided (such as through industry
group conferences) training for finance staff, the Responsible Officer, the City Attorney, and each elected
official, officer or employee involved in the preparation of Offering Documents and Continuing Disclosure
Filings. The training program shall impart the requirements of the Anti-Fraud Rules and the Continuing
Disclosure Agreements and the duties of such officers and employees under these Disclosure Procedures.
Training will be provided at least annually as necessary to address any changes in law or these Disclosure
Procedures.

Section 7. Document Retention. The following documents are maintained in connection with
each Security. The goal is to retain adequate records to substantiate compliance with the Anti-Fraud Rules.
Unless otherwise specified, the following records are to be maintained in the office of the Responsible
Officer.

e  Complete bond transcript in electronic format or hard copy, including (if applicable) copies of the
Continuing Disclosure Agreements.

e Documentation of the actions taken to prepare, check, and approve each Public Statement made
pursuant to these Disclosure Procedures, including the sources of the information included.
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= Copies of all Continuing Disclosure Filings, including confirmation from EMMA.

e Copies of any filings or correspondence with the SEC or other regulatory body.

Section 8. Engagement of Outside Disclosure Counsgel. In connection with the issuance of a
Security, if it is determined to be in the best interest of the Issuer by the Responsible Officer in consultation
with the City Attorney, if necessary, the Issuer may engage outside legal counsel with expertise in securities
laws (which may be Bond Counsel or other counsel) for advice with respect to the Issuer’s disclosure
obligations and requirements under the federal securities laws (“Disclosure Counsel”). Disclosure Counsel
has a confidential, attorney-client relationship with officials and staff of the Issuer.

Disclosure Counsel provides a negative assurance letter as to the disclosure set forth in the Offering
Document used in connection with the issuance of a Security. The letter advises the Issuer that as a matter
of fact and not opinion that no information came to the attention of the attorneys working on the transaction
which caused them to believe that the Official Statement as of its date and as of the date of their letter
(except for any financial, statistical, economic or demographic data or forecasts, charts, tables, graphs,
estimates, projections, assumptions or expressions of opinion, and other customary exclusions), contained
or contains any unirue statement of a material fact or omitted or omits to state any material fact necessary
to make the statements therein, in light of the circumstances under which they were made, not misleading.
Such letters may help to establish care, but are no defense to an action for failing to disclose or misstating
a known material fact.

Section 9. Periodic Review. These Disclosure Procedures shall be reviewed annually by the
Responsible Officer and in connection with any new Security offering. In addition, at any time all officers
and employees of the Issuer are invited and encouraged to make recommendations for changes to these
Disclosure Procedures so that it fosters better compliance with the Anti-Fraud Rules, results in better
information to investors, or makes the procedures required by these Disclosure Procedures more efficient.
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1.0 INTRODUCTION AND OBJECTIVES

The financial management policy of the City of Snoqualmie is established by the City Council. The
policy is designed to provide guidance to all stakeholders whether they be directly involved in
financial processes, internal control oversight, or any financial transaction. The financial
management policy is intended to serve as a blueprint to achieve fiscal stability required to
accomplish goals and objectives in the city’s Strategic Plan, Comprehensive Plan financial elements,
and all master plans. The City Council sets forth the authorities, responsibilities, and accountability
requirements of those participating in the operations of Snoqualmie City government at all levels of
the organization and endeavors to:

e Set forth financial principles

e Reduce financial risks to withstand the ups and downs of local and regional economic
environments

e Maintain appropriate financial capacity for present and future levels of service

e Ensure the legal use of financial resources through an effective system of internal controls

e Provide financial transparency to the public

2.0 RESERVES AND FUND BALANCE

Fund balance is an approximate measure of liquidity. Reserves are a cornerstone of financial
flexibility and provide the City of Snoqualmie with options to respond to unexpected issues and
provide a buffer against minor fiscal challenges. This section defines thresholds and descriptions
for fund balances, reserves, and retained earnings of all funds of the City of Snoqualmie. Itis the
intent of the City to provide a stable financial environment for which its residents can depend on a
consistent and quality level of service and for planned future expenditures. The Finance Director is
responsible for monitoring reserve levels and reporting current and projected reserves during each
budget development cycle.

2.1 Fund Balance Definitions
As defined by GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions, the City will reserve funds per the following:

2.1.1 Non-spendable Fund Balance

Inherently non-spendable portions of net resources that cannot be spent because of their
form or portions of net resources that cannot be spent because they must be maintained
intact.

2.1.2 Restricted Fund Balance

Externally enforceable limitations, on the use of funds, that are imposed by creditors,
grantors, contributors, or laws and regulations of other governments or limitations imposed
by law through constitutional provisions or enabling legislation. Debt Service fund balance
will be designated as restricted.

2.1.3 Committed Fund Balance
Self-imposed limitations, on the use of funds, that are set in place prior to the end of a
period. Limitations imposed at highest level of local decision making that requires formal
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action at the same level to remove. Capital Project fund balances typically will consist of
funds designated by City Council for future capital improvement projects.

2.1.4 Assigned Fund Balance

Limitations resulting from intended use that is established by the highest level of decision
making or intended use established by the City Council for a specific purpose. The resources
for these funds may be acquired through the budgeting process or funds that are deposited
with the city for specific purposes. Special Revenue fund balances typically consist of funds
assigned by other governmental agency for specific use or by the City Council specific use.

2.1.5 Unassigned Fund Balance

Residual net resources that make up the fund balance in the general fund more than non-
spendable, restricted, committed, and assigned fund balance (i.e., surplus) or excess of non-
spendable, restricted, and committed fund balance over total fund balance (i.e., deficit). The
General operating fund balance typically will consist of unassigned funds for use by the City
Council.

2.2 Reserve Level Target - General Fund

A healthy unassigned fund balance is needed to provide cash flow to pay expenditures when due. A
fund balance reserve target allows for cash flow while the city waits to receive its tax collections
and shared revenues. The unassigned fund balance is also a security against unforeseen changes or
needs, i.e,, natural disasters, loss of state shared revenues, etc.

The general fund unassigned fund balance should be approximately 15-20% of expenditures of the
general fund. The unassigned fund balance of the general fund may never fall below 15% of
operating expenditures unless authorized by the City Council.

2.2.1 Conditions for Using General Fund Reserves

The City shall endeavor to avoid the appropriation of fund balance for recurring operating
expenditures. If at any time the utilization of a fund balance to pay for operating
expenditures is necessary to maintain the quality or a defined level of services, an
explanation of the circumstances for the utilization of fund balance and demonstration of
strategy through the long-term financial model on future fund balance targets will be
included in the budget transmittal letter prepared by the Mayor in the Proposed Budget and
deliberated by the City Council.

Reserves may be used at the discretion of the City Council to:

e Provide temporary resources in the event of an economic downturn while
expenditure reductions are implemented, or alternate sources of revenue are
determined

e Provide resources to meet emergency expenditures in case of flood, fire, earthquake,
landslides, or other catastrophic failures

e Provide resources for one-time capital outlay expenditures which include capital
equipment as part of the capital improvement plan

2.3 Reserve Level Target - Enterprise Funds

It is the goal of enterprise funds to cover the cost of operations, debt obligations and capital
infrastructure improvements and annual maintenance, and to maintain a financially healthy
enterprise. Enterprise fund balance is a product of revenues over expenditures over time and
consists of the net result of assets minus liabilities. The City will establish utility rates and capital
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connection fees that are structured to meet several financial requirements. The Enterprise fund
balance financial indicators are as follows:

2.3.1 Capital funding obligations-as defined through the 6-Year Capital Improvement
Plan (CIP) - Utility Categories.

2.3.2 Debt coverage ratio — a ratio 1.5 of net revenues to total debt service.

2.3.3 Operating reserves-90 days of operating expenses reserved for water, wastewater,
and storm water.

2.3.4 Debt service-the amount needed to pay for current and future debt (125% or as per
bond covenants).

2.3.5 Emergency capital repairs-amounts required to pay for unanticipated capital
costs.

2.4 Reserve Level Target - Special Revenue, Capital Project Fund Types

The main purpose of special revenue, capital project and debt funds are to account for resources
and track spending that is specific to the fund’s purpose, and it is presumed that all fund resources
will eventually be spent. Capital Project Funds will reflect items represented in the CIP approved
during the capital budget adoption process. It is the intent of the City of Snoqualmie to set aside
funds, when operations allow, for large capital projects to help minimize the debt service needs for
these projects. Current commitments for Capital Project fund reserves are transportation, parks,
sidewalks and trails, utilities, and civic facilities as defined in the Comprehensive Plan - Capital
Facilities Plan element.

Special revenue funds by their nature are funds used for specific purposes, and the corresponding
fund balance will be used to solely support that purpose. Fund balances in special revenue funds
will be monitored to stay consistent with the need and use of the specific purpose of that fund.

2.4.1 Drug Enforcement Fund

As defined by Ch. 69.50.505 RCW and inter-local agreement, between the City and County
Drug Task Force, law enforcement asset seizure funds shall be used for payment of all
expenses of the investigation that led to the seizure, including the proceedings for forfeiture
and sale, expenses of seizure, maintenance of custody, advertising, actual costs of
prosecuting, city attorney and court costs.

2.4.2 REET Fund

As defined by Ch. 84.46.035 RCW, the City of Snoqualmie is authorized to levy REET funds
and use in accordance with State Law. REET sources are allocated towards various Capital
Improvement projects as defined in the 6-year adopted CIP and may be leveraged towards
debt service obligations - see Section 6.3.1 of this policy. REET Fund reserves may be
maintained at a level sufficient to ensure viability of future CIP funded projects with a
minimum reserve balance authorized by the City Council.

2.4.3 Contingency Funds

The City of Snoqualmie may establish separate special revenue funds for contingencies or
may adequately set aside assigned or committed reserves within the General Fund for
unforeseen expenditures.
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2.4.4 Human Services Fund

The City of Snoqualmie Human Services fund is to provide for the competitive allocation
process for distributing funding to non-profit organizations that support and aid youth,
adults, seniors, and families in need. Agencies approved for funding may use the money to
improve capital facilities or support on-going operational programs. The Finance Director
shall maintain a reserve of $50,000. Biennial funding for continued human services support
shall not exceed 1.12% of General Fund Revenue Sources. The Finance Director shall
establish financial procedures for the application, timeline for distributions and
administration of the fund.

2.5 Reserve Level Target - Internal Service Funds

Reserve targets established for internal service funds shall ensure that the fund continues to
provide service without interruption including information technology, fleet and facility
maintenance and equipment replacement plans. Internal service fund reserves are funded through
the City of Snoqualmie Cost Allocation Plan (CAP). The reserve funds will be maintained at a level
sufficient to meet scheduled equipment replacement to sustain an acceptable level of municipal
services and prevent a physical deterioration of city assets. If CAP charges are sufficient to cover
internal service operations, maintenance, and equipment replacement expenditures then the
minimum reserve balance may be 30% of the fund’s operating budget expenditures.

2.6 Replenishment of Reserves

Should assigned fund balance targets fall below target thresholds, the City will strive toward
regaining the minimum threshold during the next budget cycle and forecast the timing of the
unassigned fund balance improvement within the long-term financial model.

2.7 Excess Reserves

Reserves above the targeted reserve levels may be used for new expenditures, with emphasis on
one-time uses that achieve future operating cost reductions, capital asset investments with a long-
term benefit or prepaying existing debt. Use of excess reserves will be determined by the City
Council through the next available budget cycle or budget amendment defined through an
agenda bill.

3.0 REVENUES

3.1 Revenue Objectives

The city will maintain a diversified and stable revenue system to shelter it from short-term
fluctuations. To protect and better develop future tax base, revenue guidelines will emphasize
preserving the City’s ability to grow and expand. The following are revenue objectives based on
type of revenue:

3.1.1 Revenues That Align with Cost Recovery

Fees or taxes are based on an objective of recovering a stated percentage of a given
program’s expenses. The city will consider user fees when the character of the service and
its users seems appropriate and if the user fees are charged, the fee will be structured to
recover the full cost of the service including all direct and indirect costs. Full cost recovery
may not be implemented if the fees prevent an individual from obtaining an essential
service or results in the city being economically disadvantaged or as otherwise set by the
City Council.
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3.1.2 Revenues Related to Economic Development

Fees or taxes are based on objectives that foster growth related activity. The City’s overall
revenue structure should be designed to recapture some of the financial benefits resulting
from City economic and community development investments. The city will strive to keep a
total revenue mix that encourages growth and keeps Snoqualmie economically competitive
and a city of choice for people to live in and do business.

3.1.3 Revenues with a Relationship to the Value of Money and Market Forces
Fees are based on maintaining a logical relationship with local market forces. Fees that are
subject to ongoing inflationary or other indexes may be adjusted.

3.1.4 Revenues that Enforce Compliance
Fines and Infractions are set at a level that assists with enforcing compliance with City rules
and regulations.

3.1.5 Revenue that is Self-Supporting

Fees and charges usually associated with a governmental “business” enterprise. Fees are
based on a formal rate model for factoring in relevant operational, capital, and debt service
cost components.

3.1.5.1 All utility enterprise funds shall be self-supporting; that is, they should
generate enough revenue to pay for all costs without a subsidy from the general
fund, from each other or from other sources. Utility rate studies will be conducted
every five years and should divide costs equitably among customer classes per
benefit and cost of service. If rates are set that subsidize one class of customer at the
expense of another, this action should be taken in support of explicit City policy.
Because of the vital importance of water, sewer, and storm water as public services,
which are heavily impacted by Federal and State regulations. Every effort will be
made to provide a minimum level, minimum cost alternative to all utility customers.

3.2 Fee Schedule

Charges and fees, including utility rates, should be reviewed, and updated periodically based on
factors such as impact of inflation, other cost increases, adequacy of coverage of costs, and current
competitive rates. On a periodic basis, the Fee Schedule, as adopted by City Resolution, may be
amended in conjunction with a budget development cycle.

3.3 Cash Management

Deposits and cash receipting procedures, as defined in financial procedures, must be adhered to, by
all Departments and at all City Facilities per Ch. 43.09.240 RCW. Only authorized personnel may
accept cash receipts from customers. The Finance Director, through financial procedures, will
provide guidance and strict enforcement of internal control, deposit of collections and oversight on
all changes to revenue items in the financial system.

The City shall maintain a cash management program, which includes collection of accounts
receivable, disbursement of funds, and prudent investment of available idle cash.

3.4 Bad Debt and Collections

Revenue collection guidelines, as defined in financial procedures, will provide processes for the
recognition of bad debt, assessment of finance charges, and the computation of an allowance of
doubtful accounts, as well as define procedures for determining refunds and discounts as allowed
pursuant to City Code.
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3.4.1 Insufficient Funds and Dishonored Checks

A Non-Sufficient Funds (NSF) charge, as per Fee Schedule, shall be assessed against any
person who has made payment to the city by check for any fee or charge when such check is
returned by the bank against who it has been drawn due to insufficient funds on account,
closure of account, or any other reason resulting in the non-payment of the check. The
penalty shall be paid prior to the application of any payment against the fee or charge
initially assessed.

3.5 Revenue Distribution to Non-General Funds

Sales tax is a major revenue source of the City; however, it is also the most volatile and elastic
source impacted by local, regional, and national economic conditions. The City of Snoqualmie’s
growth has been supported by retail-oriented business activity and such growth impacts the need
for maintaining, improving, and adding new capital assets. During the budget development cycle,
the City Council will determine the amount of sale tax sources to be distributed from the General
Fund to other funds, such as capital project funds, as a source of funding, within the adopted Capital
Improvement Plan (CIP).

3.6 Grants Management

Grant funding may significantly leverage City resources to provide services, equipment and capital
projects that would otherwise be unaffordable. The city is committed to pursuing grant funding as
an appropriate funding source. Any grant programs must be consistent with the City’s mission and
strategic goals. The Administration will seek out, apply for, and effectively administer federal, state,
and other grants that address the City’s policy objectives and provide a positive benefit. Before any
grant above $50,000 is pursued, departments shall provide detailed pro-forma information to the
Mayor, City Administrator and Finance Director that addresses the immediate and long-term costs
and benefits to the City.

Responsibility for the administration of grants is the joint responsibility of the applying
department, finance department and City Administration. All grants, regardless of the amount,
must be reviewed by the Finance Department prior to pursuit of the funding to ensure that financial
statement preparation and grant reporting requirements are met. Financial procedures define the
requirements for grant administration and compliance as per State and Federal Law.

3.7 Donations & Gifts

All donations of money or property donated, devised, or bequeathed to the City, as per Ch.
35.21.100 RCW and Ch. 35A.11.040 RCW, shall be presented to the City Council for approval. If no
terms or conditions are attached to the donation, the Administration will prepare a summary of the
funding source and recommended use of proceeds for City Council approval.

3.7.1 Substantial Gifts

The City of Snoqualmie seeks to recognize donors who, through a distinguished effort or
substantial financial gift, wish to support a city facility or structure. For example, structures
may include pavilions, shelters, plazas, real estate to be used for parks, trails or open space,
interpretive areas, or active recreation; or other large-scale projects as discussed with the
Advisory Boards and City Council. The following guideline will be used for recognizing
donations for amenities or projects, in addition to defining the period in which the donation
or gift will be received by the city.

For the purposes of this policy, “Substantial Financial Gift” is defined as at least 50% of the
estimated cost of:
1) New construction, remodeling, or renovation
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2) Developing a new real property, such as park buildings, structures, or real estate
3) Replacement of an existing, unnamed facility or landmark that requires substantial
renovation at the time of the gift

3.7.2 Donation Funded Projects

The City of Snoqualmie will review projects that are proposed by private individuals or
groups, where the project funding source will come from donations collected by the
individual or group, (e.g., trees, park benches and other equipment or fixtures) on a case-by-
case basis. The Administration will review the donation project with the Finance Director
prior to City Council acceptance and oversee the donation funded projects per financial
procedures.

3.8 Gifts to City Officials
No city official or city employee shall accept any gift as per Ch. 42.23 and Ch. 42.52 RCW or the City
of Snoqualmie Code of Ethics. Exceptions include those included in Ch. 42.52.140.

4.0 EXPENDITURES

4.1 Expenditure Objectives

The City of Snoqualmie endeavors to connect expenditures to a fundamental level of stewardship
by committing to a level of expenditures that are sufficient to ensure the on-going health, safety,
and welfare of its residents. Operating expenditures, within funds, must be supported by the
operating revenues generated by that fund. Expenditures will not expand beyond the City’s ability
to pay for them with current revenues.

The objectives of the expenditure guidelines are:

e To support Snoqualmie businesses, by contracting for goods and services, within the
community whenever possible subject to meeting other expenditure guideline objectives as
per Ch. 39.04.190 RCW and as defined in financial procedures.

e To obtain supplies, equipment, and services as economically as possible and that are best
suited to the specific departmental needs.

e To maintain compensation packages which are competitive with other public sector
employers and that are sufficient to attract and retain quality employees.

e To enhance service methods that increase efficiency and effectiveness of the delivery of city
services through technology improvements.

e Toimprove the speed of delivery to departments by predetermining, through contracts or
other appropriate means the sources of supply before the actual needs.

e To ensure compliance with all applicable policies and regulations of the City, the State, and
Federal Government.

4.2 Efficiency

The City will make efficient use of limited resources and will continually look for and implement the
most cost effective and reliable methods of delivering services. The Administration will develop
service delivery changes that are needed to respond to budget shortfalls using system-wide and
productivity measures. Opportunities may be found to improve efficiencies by pursuing a range of
productivity-enhancing techniques such as:

¢ Analyzing systems and procedures to remove unnecessary requirements
e Evaluating new technologies and capital investments
e Establishing a systematic, ongoing process for periodic formal reviews of operations

Snoqualmie Financial Management Policy
Page 9 of 28

Exh 3-Proposed Page 9 of 28

Iltem 1.

108




e Maintaining the right balance between centralization and decentralization in managing the
City support functions

4.3 Purchasing Standards

All employees of the City shall comply with the City of Snoqualmie Code of Ethics, State Law, and
Federal statutory requirements regarding purchase of materials or services. The following
practices are specifically forbidden so as not to create a conflict of interest:

e Using information available to an employee solely because of their position for personal
profit, gain, or advantage.

e Directly or indirectly furnishing estimating services, or any other services or information
not available to all prospective bidders, to any person bidding on, or who may reasonably
be expected to bid on, a contract.

e Using their position or status in the city to solicit business of any kind directly or indirectly
for private use or to obtain supplies and equipment at special discounts or with special
concessions from any vendor who sells or solicits sales to the city.

4.4 Purchasing Authorization & Accountability

Department Directors will be accountable for procurement within their departmental budgets.
Failure to follow financial procedures for procurement may result in disciplinary action, loss of
purchasing privileges and a personal liability for purchases.

4.4.1 Authorized Purchasers

Authorized staff are those City employees who have been expressly authorized in writing by
their department director and approved by the Finance Director, to purchase materials,
supplies, and equipment (including technology services, systems, or equipment) with the
authorized employee’s discretion and best judgement. A manager, department director,
Finance Director, City Administrator or Mayor may reduce or revoke these privileges at any
time.

4.4.2 Auditing Officer

Pursuant to Ch. 42.24.080 and Ch. 42.24.180 RCW, warrants and claims presented for payment
to the City Council must be in writing, itemized and audited by the Auditing Officer. The
Finance Director is designated as the City of Snoqualmie Auditing Officer. Department
managers will be responsible for ensuring invoices meet this requirement and provide them to
the Finance department for prompt payment and audit review as defined in the financial
procedures.

4.4.2.1 Claim Reporting

The Finance Director or designee shall prepare a Claims Report to the City Council for
their review. The Claims Report is informational and shall be prepared for preliminary
review by the F&A Committee prior to the next City Council meeting.

4.5 Level of Purchasing and Commitment Authority

Contracting with other public agencies or the private sector for the delivery of goods and services
may provide the City with opportunities for cost containment and productivity service
enhancement. As such, the City is committed to using outside resources for delivering municipal
services as a key element in our continuing effort to provide effective and efficient programs while
minimizing costs.

All contractual obligations, including zero-dollar contracts, are subject to compliance with financial
procedures.
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All purchases should be made per the Purchasing and Contract Commitment Threshold and further
defined in financial procedures and shall include requirements for acquiring quotes, estimates and
competitive bidding. The Mayor has the sole authority to waive purchasing procedures, but only to
the extent as authorized by State Law.

RCW requires different competitive bid processes and approval authority for certain procurement
categories. Thus, the City’s procurement matrix identifies separate procurement categories and the
minimum approval authority and competitive process required at each threshold. To identify the
necessary requirements for procurement, staff must first identify the procurement category as

defined below:

Purchasing and Contract Commitment Thresholds

REQUIRED
PROCUREMENT Procedural APPROVAL
CATEGORY DOLLAR LIMIT Requirement(s) AUTHORITY SECONDARY
g APPROVAL
Materials, Supplies, & Equipment
Under $2,000 Purchasing Card Authorized Staff None'
$2,000-$10,000 Purchasing Card Authorized Staff Manager
Over $10,000- Purchasmg Card, Purchase Department
Cooperative, Vendor Roster, Manager .
$35,000 ORE IC itive Bid Director
Materials, Supplies, & ormal Competitive Bi
Equipment (Including .
Capital Equipment) Over $35,000- Purchase Cooperative, Department Mayor or City
Interlocal Agreement OR . o
$75,000 . . Director Administrator
Formal Competitive Bid
Purchase Cooperative, Mavor or Cit
Over $75,000 Interlocal Agreement OR y. . y City Council
. ) Administrator
Formal Competitive Bid
Personal Services
MRSC Consultant/Vendor Department
Under 535,000 Roster OR On-Call Contract Manager Director
. MRSC Consultant/Vendor Department Mayor or City
. Arc.hltectural, 235,000-575,000 Roster OR On-Call Contract Director Administrator
Engineering & Landscape
Architect Services Over $75,000- MRSC Consultant/Vendor Mayor or City

City Council

(“A&E") $100,000 Roster OR On-Call Contract Administrator
MRSC Consultant/Vendor Mavor or Cit
Over $100,000 Roster, On-Call Contract or y. . y City Council
e Administrator
Request for Qualifications
Purchasi RV D
Under $35,000 urc asngCaEd OR Vendor Manager egartr:ent
General or Purchased oster irector
Services (Other Than
A&E)
Purchase Cooperative, Department Mayor or City
»35,000-575,000 Vendor Roster, OR None Director Administrator
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REQUIRED
PROCUREMENT Procedural APPROVAL
CATEGORY DOLLAR LIMIT Requirement(s) AUTHORITY SECONDARY
q APPROVAL
Purchase Cooperative,
Interlocal Agreement (of any Mayor or City ) )
Over 575,000 dollar amount), Vendor Administrator City Council
Roster OR None
Technology Systems & Services
Under $10,000 Purchasing Card Authorized Staff Manager
Purchasing Cared, Purchase
Technology Systems & | $10,000-$35,000 Cooperative, Manager Department
Services Consultant/Vendor Roster, Director
OR Competitive Negotiation
Over $35,000- Purchase Cooperative, Department Mayor or City
Consultant/Vendor Roster, i .
$75,000 - L. Director Administrator
OR Competitive Negotiation
Technolsogy.Systems & Purchase Cooperative, Mavor or Cit
ervices Over $75,000 Consultant/Vendor Roster, y. ) y City Council
" L Administrator
OR Competitive Negotiation
Public Works
Public . Department
Works Single Craft Under $75,500 None Manager Director
Project
D
Staff Multi Craft | Under $116,155 None Manager epartment
Labor Director
Under $7,500 None Authorized Staff Manager
Limited Small Works Roster Department
>7,500-550,000 OR Small Works Roster Manager Director
Public Works Contract Over $50,000- Small Works Roster OR Department Mayor or City
$116,155 Formal Competitive Bid Director Administrator
Over $116,155- Small Works Roster OR Mayor or City

City Council

$350,000 Formal Competitive Bid Administrator
M -
Over $350,000 Formal Competitive Bid ay<.3r.or city City Council
Administrator
Amendments & Change Orders
No Value Change None? Manager Department
Director
Under $50,000, None? Department Mayor or City
Contract Amendments cumulatively Director Administrator
(Services)
o] 50,000 M Cit
vers e None? ayor or L1ty City Council
cumulatively Administrator
Change Orders (Public 5 Department
Works) No Value Change None Manager Director
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REQUIRED
PROCUREMENT Procedural APPROVAL
DOLLAR LIMIT . SECONDARY
CATEGORY Requirement(s) AUTHORITY APPROVAL
Under $50,000, 5 Department Mayor or City
) None . .
cumulatively Director Administrator
Over SSO.,OOO, None? l\/Iaer'or City City Council
cumulatively Administrator

"While prior approval for materials, supplies, and equipment purchased by authorized staff under $2,000 is not required by this
section, purchasing card program procedures may require Manager and/or Director and/or City Administrator approval pursuant
to Financial Procedures, as defined by the Finance Director.

2While contract amendments and change orders do not require a competitive process, they be processed in accordance with the
specifications or procedural requirements set forth in the underlying contract. And the proposed scope of any change order or
contract amendment must not deviate from the original scope of work in such a manner or degree that they constitute a
separate project.

4.6 Purchasing Controls & Methods

Primary responsibility and authority for the expenditure of monies per the adopted budget will be
vested by the Mayor in the City Administrator and Department Directors or authorized designee. In
addition to the primary responsibilities, the Finance Director shall exercise a secondary oversight
responsibility for all budget expenditures and contractual obligations.

In general, each department shall make purchases for the requirements of the City. Purchases will
not be separated into smaller purchasing components to eliminate a threshold authorization
requirement. To facilitate a sound and cost-effective purchasing operation, authorized personnel
shall follow procurement methods as defined in financial procedures which contain guidelines for
procurement, bidding, and awarding contracts.

4.6.1 Commercial Card Program

A purchase order system and/or commercial card programs (purchasing or fleet cards) may
be used for types of purchases for goods and services as defined in financial procedures.
Purchasing Card authorization levels will be defined by the Finance Director, who shall have
exclusive control and possession of all such commercial cards and shall control release,
issuance, and availability of commercial cards to prevent abuse or improper use.

No open house accounts, with any vendor shall not be allowed, unless approved by
the Finance Director.

4.7 Exemptions to Purchasing and Commitment Thresholds

4.7.1 Sole Source

In circumstances where the city is limited to a single source of supply, competitive bidding
requirements may be waived by the department director or Finance Director per RCW
39.04.280(1)(a). However, approval authority requirements will remain in effect per
financial procedures. The city must be able to demonstrate that the purchase is clearly and
legitimately limited to a single source such that bidding the purchase would be useless and
futile based on drafted specifications. If a sole source exception is used, the City will make
reasonable efforts to ensure that it is receiving the lowest price and best terms from the
vendor.
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4.7.2 Favorable Market Conditions

The Mayor or City Administrator may waive established bidding requirements if an
opportunity arises to purchase favorably priced equipment at an auction or supplies or
used goods that will be sold before the city can conduct the bid process per RCW
39.04.280(1)(b) and RCW 39.30.045.

4.7.3 Insurance and Bonds
In the Insurance and bond procurement process, RCW 39.04.280 allows for the exemption
of a competitive bid process. Financial Procedures will define guidelines for this exemption.

4.7.4 Emergency Purchases

Emergency purchases as per RCW 39.04.280 are those made by the Mayor or authorized
designee, such as a Department Manager, where an immediate purchase is necessary to
correct a situation which would adversely affect the life, health, or safety of the residents.

To the greatest extent possible, financial procedures should be followed for emergency
purchasing. However, in case of an emergency, a Department Manager may directly
purchase any supplies, materials, or services necessary to alleviate the emergency. Every
effort shall be made to contact the Mayor and City Administrator or Finance Director
whether the emergency occurs during or after normal working hours.

In the event where emergency purchasing is related to natural disaster events, a
Declaration of Emergency Resolution shall be considered by the City Council per State Law
at the first opportunity available. The Finance Director shall review and approve of account
coding for all emergency purchases and maintain a tracking system per FEMA
requirements, Emergency Management Plan, BARS and GFOA recommended practices for
emergency management recordkeeping.

4.8 Personnel Expenditures

Because personnel costs are the largest expenditure area of the annual budget, compensation
guidelines are defined in the Personnel Policy, and Local Bargaining Agreements which establish
salary ranges, performance evaluation requirements and total compensation costs as the basis for
all compensation planning and bargaining.

4.8.1 Travel and Training

The City of Snoqualmie shall reimburse City elected and appointed officials, employees and

members of boards and commissions for their reasonable expenses actually incurred in the
conduct of their business for the City as per the Travel and Training Policy and Procedures.

Generally, eligible expenditures include travel, meals and lodging incurred by the individual
while away from the City and necessitated by City business. Authorization commercial card
holders may register for and incur reasonable expenses subject to financial procedures.

5.0 BUDGET

5.1 Budget Objective

The formal operating and capital budget development process provides the primary mechanism by
which key decisions are made regarding the levels and types of services to be provided, given the
anticipated level of available resources. The City Council will meet to discuss Council goals and
priorities prior to the start of the budget development process. The budget will be developed per
Ch. 35A.34 RCW.
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5.2 Budget Principles

5.2.1 Link the budget to long-term, strategic financial plans

The City’s budget will be developed in accordance with the policies and priorities set forth
in the Strategic Plan, Comprehensive Plan, City Council goals, the needs of the community
and federal and state laws.

5.2.2 Critically examine past spending patterns

The city seeks to maximize the value the public receives through its spending. Accordingly,
management should develop budget tools and methods to measure and maximize value,
particularly by critically examining existing spending patterns to make sure they continue
to provide value.

5.2.3 Prioritize programs and services

The city will prioritize essential and discretionary programs services based on a results
approach relative to the importance in preserving the community’s health, safety, and
welfare; mandates; risk assessments; long-term costs and evidence of their effectiveness in
meeting strategic plan initiatives, comprehensive plan elements, annual goals and required
mandates.

5.2.4 Maintain existing services over providing new services

The city will ensure that it maintains the quality of existing core services before it adds new
services unless there is an explicit decision to lower the quality of existing services in favor
or providing a new service based on strategic goals and objectives. Essential services may
receive priority for funding. The city will maintain current service levels for all essential
services. The city will identify low-priority services for reduction or elimination, if
necessary, before essential services. New services and programs shall be evaluated for long-
term sustainability.

5.2.5 Risk management and mitigation of liabilities
The City intends to fund the current portion of liabilities within the budget to maintain trust
of creditors and to avoid or mitigate accumulating an unmanageable liability.

5.2.6 Establish preferences for budget balancing strategies

The City’s preferred strategy for balancing the budget is to reduce expenditures through
improved productivity. Except during dire economic circumstances, service and program
elimination is preferable. At no time, will the biennial budget be balanced at the expense of
long-term financial health.

5.3 Budget Scope & Basis

The City will adopt budgets for all funds on a biennial basis per Washington State law. A budget
calendar will be prepared by the Finance Director in coordination with the Mayor and City
Administrator and include all required public hearings. Proposed budgets will be viewed and
discussed by the City Council and the public at the fund and department summary object code
levels per BARS. The final budget will be adopted by ordinance of the City Council, at the fund level,
by December 31 of each biennium. To encourage synchronization between the budget document
and financial reporting, the City will establish the budget based on the cash basis of accounting.

5.4 Balanced Budget

The objective of the operating budget is to pay for all current expenditures with current revenues.
The budgets for all city funds should be structurally balanced throughout the budget development
process. Recurring revenue should equal or exceed recurring expenditures in both the proposed
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and adopted budgets. If a structural imbalance occurs, then a plan will be developed and
implemented to bring the budget back into structural balance. The City will endeavor to avoid

budgetary allocations that balance current expenditures at the expense of meeting future years’
expenses. Beginning fund balance sources may be used to fund capital improvement projects or

other one-time, non-recurring expenditures if the fund reserve targets are met.

5.5 Cost Allocation
The Cost Allocation Plan (CAP) is a method used to determine and assign the cost of indirect
services to the internal government users of those services or direct operating funds.

5.5.1 References
OMB Circular A-87, “Cost Principles for State, Local, and Indian Tribe Governments.”

RCW 43.09.210 states in part, “all service rendered by...from, one department...to another,
shall be paid for at its true and full value by the department...receiving the same, and no
department...shall benefit in any financial manner whatsoever by an appropriation or fund

made for the support of another...”

5.5.2 Definitions

e Indirect Costs are incurred for a common purpose benefitting more than one cost
function or organizational unit. They cannot be directly assigned without effort

disproportionate to the benefit received.

e Indirect Services are activities that support the departments that provide direct
service to the public. Examples include accounting, purchasing, human resources,

engineering, and fleet and information technology.

e Direct Services are activities that provide services directly to or for the public and
are supported by indirect services. Examples include parks, streets, and utilities

(water, sewer, storm water).

5.5.3 Costs to be allocated

Costs shall only be allocated to departments that receive indirect support services. Only
costs allowable for allocation in accordance with the requirements of OMB Circular A-87
shall be included in the cost allocation plan. This means that the City’s resulting allocation
plan will meet federal grant cost allocation requirements. It is the responsibility of staff
creating the department’s indirect cost allocation plan to review OMB Circular A-87 and

ensure that only allocable costs are included.

As part of the biennial budget development process, costs will be allocated based on the

projected year budget forecast. Annually, a year-end adjustment or true up will be

completed for the previous year’s difference between budget-to-actual results or allocated
based on actual costs. The true up will occur as part of the year-end financial reconciliations

in preparation for the annual audit.

5.5.4 Basis of Allocation

Indirect cost allocation methods, as defined in financial procedures, shall be reasonable,
consistent, and equitable to distribute shared costs across funds and departments. Different
factors are necessary to equitably allocate the various overhead costs. The Finance Director

is responsible for preparing and determining which factor(s) will best accomplish this
based on input from Direct Service Department Directors.

Snoqualmie Financial Management Policy
Page 16 of 28

Exh 3-Proposed Page 16 of 28

Iltem 1.

115




5.6 Budget Amendments

All budget amendments, such as shifting budget allocations from one fund to another fund, must be
approved by the City Council. Budget amendments changing the authorized appropriation level are
subject to public hearing requirements in State Law.

5.6.1 Administrative Budget Adjustments

Department managers may, upon approval by the Mayor and City Administrator, request
inter-departmental line-item budget adjustments for operating purposes only. These
administrative budget adjustments, authorized as per Ch. 35A.33.120 RCW, may be for
contractual, supplies and materials and other miscellaneous line items within the
department. No administrative adjustments are allowed for increases to salary and benefit
line items. The process for requesting an administrative budget adjustment is defined in
financial procedures.

5.7 Service Levels and Funding

The City will endeavor to maintain its present service levels for priority and essential services
subject to available revenues. The objective is to maximize the benefit of available resources. The
results or outcomes that matter most to residents should be defined by the City Council. New
services or programs will be considered for funding within available resources.

Department managers will be given the opportunity to request personnel, goods, and capital items
needed to carry out the department responsibilities. Department requests must include supporting
documentation and justification of needs for operating requests. Requests should integrate
strategic plan priorities and departmental objectives into the budget.

5.7.1 Non-Profit Organization Funding Requests

The City receives requests from non-profits and other entities seeking grants and funding.
As part of the budget development cycle, the City Council will consider these requests and
include a listing of entities to be included for grant giving and funding per Section 2.4.4
Human Services Fund Reserves

5.8 Maintenance and Replacement
Maintenance and replacement funding will be prioritized each year to ensure that capital facilities
and equipment are sufficiently maintained to avoid service disruptions. Non-current liabilities have
important implications for a local government'’s fiscal health. The City will maintain its capital
assets in a manner adequate to protect the City’s capital investment and to minimize future
liabilities for maintenance and replacement costs. Financial procedures will identify the processes
to include:

e Complete inventory and periodic measurement of physical condition

e Establish condition/functional standards by asset class

e Evaluate infrastructure and other assets and then set priorities

e Monitor and communicate progress

5.8.1 Capital Asset Management

The City inventories and assesses the condition of its buildings, equipment, and vehicles on a
periodic basis. The budget process includes a multi-year projection of facilities, equipment, and
vehicle replacement requirements. The budget will provide sufficient funding for adequate
maintenance and orderly replacement of capital plant and equipment. Future maintenance
needs and repairs will be cost out and included as budgetary decision criteria through the
Internal Service Fund designated for Fleet, Facility, and Equipment maintenance.
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5.9 Enterprise Fund Budgets

Enterprise operations are to be self-supporting, including capital improvements and depreciation.
Enterprise operations are to be reviewed annually for self-sufficiency and proper cash-flow needs.
Utility Rate studies, which occur every five years, will be included in the budget development
process in the year for which new rates are established. Enterprise operating budgets will
incorporate year one and two capital projects and programs as identified within the Capital
Improvement Plan (CIP).

5.10 Budget Reporting

The recommended and adopted budget documents will be available on the city website and at City
Hall. The city will maintain an internal control system to support adherence to the budget
allocations. Regular reports comparing actual revenues and expenditures to budgeted amounts will
be provided to departments monthly. The City Council will review a quarterly Financial
Performance Report to include budget versus actual reporting.

6.0 CAPITAL BUDGET

6.0 Objective

The City of Snoqualmie Capital Budget will have a major impact on quality of local government
services, the community’s economic vitality, environmental stewardship, social equity, and overall
quality of life for city residents, businesses, and visitors. The Capital budget will identify, prioritize,
and address community needs through careful long-term planning and balanced public investment
in physical infrastructure.

Capital budget goals include:

e Support the City's Strategic Plan, other plans and the community vision for growth and levels of
service

e Acknowledge and communicate capital investment priorities as community conditions change

e Ensure appropriate planning efforts to changing demands on a diverse infrastructure and
capital asset

e A financial assessment of capital funding resources available to meet future capital project
planning needs

e DMaintain a high-quality service infrastructure able of meeting community needs today and, in
the future

6.1 Capital Improvement Plan (CIP)

The Capital Budget will be formally known as the Capital Improvement Plan (CIP) and will describe
the capital investments the city intends to make over a period of six years with a long-term outlook
extending twenty years. The CIP will incorporate all master and functional plans wherever capital
projects and programs are identified in those plans. Master plan changes will be incorporated into
the CIP during the next biennial capital budget cycle. The CIP will serve as a comprehensive guide
for all capital projects - based on asset types - where the City Council will address capital
infrastructure improvements, capital equipment needs, and the effect on the City’s resources.

The City Council will review the CIP biennially and coordinate development of the multi-year
Capital Budget prior to the development of the biennial operating budget. The off-year capital
budget cycle will allow for public engagement efforts to discuss potential projects and programs
with the community and include major changes that occur or are discovered. As resources are
available and projects are financially feasible, the two most current years of the 6-year CIP will be
recommended for incorporation into the upcoming biennial operating budget as capital project
budget line items. The operating budget will refer to the capital budget for detailed project
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information. Subsequent years of the CIP are for planning purposes only and may be altered as they
advance toward the budget inclusion year.

6.2 CIP Criteria and Ranking

Criteria, project ranking and overall priority guidelines, defined in financial procedures, will be
utilized by the City Council. CIP projects will be evaluated and ranked using the criteria. All projects
submitted to the CIP will be initially ranked by departments. The Administration will assess project
rankings plus other factors such as minimizing construction impacts through project sequencing or
a need to respond to emergent issues. The City Council, as part of biennial CIP deliberations will
modify and/or finalize project rankings. Funding is a critical component of the criteria and ranking
schedule. In addition to project scoring, projects need an overall description, justification for the
project and the connection to a master plan or strategic plan reference as needed. Projects shall
also be identified as unfunded, partially funded, or fully funded.

City of Snoqualmie
Capital Improvement Plan
Capital Priority Definitions & Project Ranking Score Matrix
Priorities
Category Definition Scoring Range CIP Priority
Project must comply with court order, legislative mandate or is critical to

Essential 90-100 points 1
the health, safety and general welfare of citizens P
Project is important to the general welfare of the community, operation
or maintenance of a physical asset. Due to the nature of the project or its

Desirable Phy proJ 70 to 89 points 2

timing, it is desirable to complete relative to capital budget policy
objectives

Project provides a public operational improvement. Due to the nature or
Acceptable |scheduling of the project, it is not critical or important in relation to 50-69 points 3
financial capabilities, needs or other program requirements

Project is in conflict with a master plan schedule or for which there are
serious need, cost, justification or timing questions

Project will not be started until the completion of a study, submission of
additional data or significant funding source is secured

Deferrable 30-49 points 4

Hold 0-29 points 5

6.3 Project Source and Use Identification

Capital project and program submissions shall include multi-year funding sources, including grants,
applicable impact fees, special funding, and other outside sources. Multi-year project costs shall
include acquisition, right-of-way, design, permitting, inspections, mitigation, construction, in-house
staff time, inflationary costs and contingency shall be included in the project identification.

6.3.1 Project Sources

Capital funding comes from operating revenues, grants, local improvement districts, impact
fees, user fees and the issuance of debt. Washington State law limits the City of
Snoqualmie's ability to raise funds for capital improvements such as tax rate limits and
amount of debt capacity. Given the extensive number of capital improvement projects and
finite funding sources available, the following are capital financing strategies used by the
Snoqualmie City Council when preparing or updating the Capital Improvement Plan:

e Seek out federal, state and county resources
Seek out private contributions or donations through public/private partnerships

e Similar departmental capital projects will be combined for efficiencies and cost savings
such as street improvements combined with utility improvements to minimize
construction impact to the community
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e Mitigation and impact fees may be applied toward projects defined by the contributing
source or agreement authorized by the City Council

o REET funding

e Local Improvement or Utility Local Improvement District (LID or ULID) assessments

e Enterprise (utility) fund projects must be paid for by user rates and capital connection
charges

6.3.1.1 Funding Source Cash Flow

Funding sources, such as REET or Mitigation, that are accumulated within special
revenue funds will be reviewed as part of the biennial CIP development process for
sufficient cash flow and long-term impact on the fund. The availability and use of
special funding sources is subject to State Law and/or reserve targets set by the City
Council as per the Reserve section of the Financial Policy.

6.3.2 Project Costs

For the CIP, capital outlay is distinguished from capital projects and programs. Capital
outlay may include expenditures for small minor projects, such as equipment replacements,
between $5,000 and $49,999 and/or having less than an estimated five years of useful life.
Capital outlay type expenditures will be included in the operating budget, as well as master
planning or professional services of any size and scope, adopted by the City Council, shall be
budgeted for within the operating budget as a separate line item identified as capital outlay.

All capital projects or capital equipment purchases at least $50,000 and/or having a useful
life of five years or more are included in the CIP. These projects include large capital
maintenance and replacement items that extend the useful life of the capital asset. Projects
may not be combined to meet the minimum standard unless they are dependent upon each
other. Projects may not be separated to forego the maximum standard. Items that are
operating expenditures (such as non-specific capital project related professional services,
master plan updates, maintenance agreements, technology items, etc.) will not be
considered within the CIP.

6.3.2.1 Impact on Operating Budget

All projects submitted for inclusion in the CIP will be reviewed by the requesting
department and Finance Director to assess the long-term impact on the operating
budget in terms of:

e Future year revenue generation

e Additional personnel, equipment and/or vehicle requirements

e Future operating and maintenance expenditures

e Return on investment potential

6.3.2.2 Public Art Funding

Pursuant to SMC 3.80, the City recognizes the importance of Public Art Funding and
establishes a funding source for public art works to be installed in certain public
facilities and spaces. CIP projects and programs, as per municipal code, will include
a line item identifying the art funding cost to be transferred to the special revenue
fund.

6.4 Planning Process

The capital budget and CIP development process will begin prior to the biennial budget
development process. The Mayor and Administration will present the CIP to the City Council for
deliberations and approval to include in the biennial budget. Any substantive change to the CIP
after approval must be approved by the City Council. CIP development shall include public
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engagement efforts to ensure the community has ample time to comment on and contribute to the
CIP.

7.0 DEBT MANAGEMENT

7.1 Debt Purpose

Debt financing is primarily used for capital project expenditures. Use of long-term debt financing
for operations and maintenance costs are forbidden. Debt financing will be considered if the City
can repay debt without causing financial distress. It is the City’s objective to:

Only obtain financing when necessary

Identify the timing and amount of debt required as specifically as possible

Achieve the most favorable interest rates and other related financing costs

Ensure that future financial flexibility be maintained

Utilize inter-fund loans from one fund to another as a first source of debt financing

7.2 Debt Practices
The City Council may authorize the following types of debt financing only for those purposes as
provided by Ch. 39 RCW:
e Utilization of the Public Works Loan Fund, per WAC 399.30 for allowable purposes, if
available
e Utilization of Inter-Fund Loans as per the BARS Manual Part 3, Chapter 4, Interfund
Transactions, Section 1
e [ssuance of Councilmanic Bonds to fund proprietary capital infrastructure projects such as
water, sewer, and storm water
e I[ssuance of Councilmanic Bonds for capital projects that generate adequate revenues from
user fees to support operations and or debt service requirements
e I[ssuance of Councilmanic Bonds for capital projects that are authorized to be supported by
the General Fund for debt service requirements

Utility System replacements, due to age or the need to upgrade to meet minimum standards, should
be financed by a combination of:
e Reserving portions of the Enterprise fund balance for capital improvement projects
e Borrowing and repaying on a schedule that matches the useful life of the capital
improvement

The City of Snoqualmie will never issue debt more than limitations as prescribed in Ch. 39.36.020
RCW based on percentage of its total market value.

7.3 Bond Terms & Methods

Long-term debt will be structured in a manner so that the life of the debt does not exceed the
expected useful life of the capital asset being funded by the debt. The city will obtain the most
competitive pricing on debt issuances to ensure a favorable value to the community.

7.4 Refunding Bonds
As arule, existing debt obligations will be refunded through the issuance of refunding bonds unless
the refunding plan will achieve a net present value savings of at least 2.0%.
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7.3 Bond Rating

Strong financial management is a key credit rating factor. For the City of Snoqualmie to respond
quickly to economic and financial demands, the City will seek to maintain or continually improve its
bond rating to seek the lowest possible interest rate available OR maintain its AA Bond Rating.

7.4 Financial Guarantees

Should financial guarantees be utilized to defer public improvements required of development
projects or to ensure that disturbed public facilities will be restored, the developer or property
owner shall provide an irrevocable letter of credit issued by a banking institution approved by the
Finance Director, a bond, an assignment of savings, or a cash deposit. The form of the financial
guarantee shall be at the discretion of the Finance Director. The amount of any approved financial
guarantee shall be at least 150% of the estimated improvement cost and may be increased to
reduce risk to City resources based on the professional judgment of the Finance Director.

8.0 INVESTMENTS

8.1 Policy and Scope

It is the policy of the City of Snoqualmie to invest public funds in a manner which will provide the
highest investment return with the maximum security while meeting the daily cash flow demands
of the City and conforming to State law governing the investment of public funds.

The investment policy applies to all financial assets of the City of Snoqualmie. These funds are
accounted for in the City of Snoqualmie’s Annual Financial Report and include all operating, special
revenue, capital project, enterprise, debt service and trust funds.

8.2 Prudence

Investments shall be made with judgment and care, under circumstances then prevailing, which
persons of prudence, discretion, and intelligence exercise in the management of their own affairs,
not for speculation, but for investment, considering the probable safety of their capital as well as
the probable income to be derived.

The standard of prudence to be used by investment officials shall be the “prudent person” and/or
“prudent investor” standard and shall be applied in the context of managing an overall portfolio.
Investment officers acting in accordance with this policy and with Ch. 35.39 RCW and exercising
due diligence, shall be relieved of personal responsibility for an individual security’s credit risk or
market price changes, provided deviations from expectations are reported in a timely fashion and
appropriate action is taken to control adverse developments.

8.3 Objective
The primary objectives of the City of Snoqualmie investment activities shall be:

8.3.1 Liquidity: The City of Snoqualmie investment portfolio will remain sufficiently liquid
to enable the city to meet all operating requirements, which might be reasonably
anticipated.

8.3.2 Return: The City of Snoqualmie investment portfolio shall be designed with the
objective of attaining a benchmark rate of return throughout budgetary and economic
cycles, commensurate with the City’s investment risk constraints and the cash flow
characteristics of the portfolio. Short-term investment returns should attain a return rate of
at least equal to the Washington Local Government Investment Pool (LGIP).
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8.4 Delegation of Authority

Management responsibility for the investment program is hereby delegated to the Finance Director
or designee who shall be responsible for all transactions undertaken and shall establish a system of
controls to regulate the activities of subordinate personnel and their procedures in the absence of
the Finance Director.

8.5 Investment Procedures

The Finance Director shall establish written financial procedures for the operation of the
investment program consistent with this policy. The procedures should include reference to
safekeeping, repurchase agreements, wire transfer agreements, banking service contracts and
collateral/depository agreements. Such procedures shall include explicit delegation of authority to
persons responsible for investment transactions. No person may engage in an investment
transaction except as provided under the terms of this policy and the procedures established by the
Finance Director.

8.6 Ethics and Conflicts of Interest

Public officials and city employees involved in the investment process shall refrain from personal
business activity that could conflict with proper execution of the investment program, or which
could impair their ability to make impartial investment decisions. Employees and investment
officials shall disclose to the City Council any material financial interest in financial institutions that
conduct business within their jurisdiction, and they shall further disclose any large personal
financial/investment positions that could be related to the performance of the City of Snoqualmie.

8.7 Authorized Financial Dealers and Institutions

The Finance Director will maintain a list of financial institutions authorized to provide investment
services. In addition, a list will also be maintained of approved security broker/dealers selected by
credit worthiness who are authorized to provide investment services in the State of Washington.
These may include “primary” dealers or regional dealers that qualify under Securities & Exchange
Commission Rule 15C3-1 (Uniform Net Capital Rule). No public deposit shall be made exceptin a
qualified public depository as established by Washington State laws.

All financial institutions and broker/dealers who desire to become qualified bidders for investment
transactions must supply the Finance Director, upon request, with annual audited financial
statements, proof of National Association of Security Dealers (NASD) certification, and proof of
State of Washington registration. Annual completion of Notification to Broker and Certification by
Broker will be done.

8.8 Authorized and Suitable Investments

From the governing body perspective, special care must be taken to ensure that the list of
instruments includes only those allowed by law and those that local investment managers are
trained and competent to handle. Interest-bearing deposits in authorized depositories must be
fully insured or collateralized.

The following is a list of investments which the City of Snoqualmie will be authorized to invest in as
per Ch. 39.58 and 39.59 RCW:

Government Securities: Instruments such as bonds, notes, bills, mortgages, and other
securities which are direct obligations of the federal government or its agencies, with the
principal fully guaranteed by the U.S. Government or its agencies.
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Certificate of Deposit: A negotiable or nonnegotiable instrument issued by commercial
banks, located in the State of Washington, and insured up to $100,000 by the Federal
Deposit Insurance Corporation (FDIC), or, if exceeding $100,000 FDIC coverage, is fully
insured or collateralized.

Prime Commercial Paper: An investment used by corporations to finance receivables. A
short-term (matures in 270 days or less) unsecured promissory note is issued for a
maturity specified by the purchaser. Corporations market their paper through dealers who
in turn market the paper to investors.

State of Washington Securities and Pools: Any security which is a general obligation of
the State of Washington or any of its municipalities. Statewide investment pools which
invest in authorized instruments.

Money Markets: Money market mutual funds which invest in authorized instruments.

8.9 Safekeeping and Custody

When a broker dealer holds, investments purchased by the City of Snoqualmie in safekeeping, the
broker-dealer must provide asset protection of at least $500,000 through the Securities Investor
Protector Corporation (SIPC) and at least another $49.5 million supplemental insurance protection.

8.10 Diversification

The City will endeavor to diversify its investments per type and maturity. The portfolio, as much as
possible, will contain both short-term and long-term investments. The City will attempt to match
its investments with anticipated cash flow requirements, as per the long-term financial model.
Extended maturities may be utilized to take advantage of higher yields and to match investment
maturities with debt obligations; however, no more than 20% of the total investments should
extend beyond five years. Unless prior City Council approval is received, no investment with a
maturity exceeding 10 years will be purchased.

e The City will attempt to diversity its investment portfolio per broker-dealer or financial
institutions. No more than 65% of the entire investment portfolio shall be held with one
broker.

8.11 Reporting

Periodic required investment reports to policymakers and elected officials provide necessary
written communication regarding investment performance, risk analysis, adherence to policy
provisions, as well as other information. The Finance Director shall provide the City Council a
quarterly investment reports, which provide a clear picture of the status of the current investment
portfolio. This management report should include a summary of securities held at the end of the
reporting period by authorized investment category, percentage of portfolio represented by each
investment category, percentage of portfolio represented by each financial institution, and overall
portfolio values.

9.0 LONG-TERM FINANCIAL PLANNING

The City’s budget process involves incorporating the strategies, priorities and goals identified by
the City Council to provide for the community’s highest service delivery needs. Long-term planning
begins with determining the City’s fiscal capacity based upon long-term financial forecasts of
recurring available resources.
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9.1 Model Objective

A 20-year Financial Model that integrates the 6- year Capital Improvement Plan (CIP) is utilized to
assist the City Council, Mayor, Administration and Departments in strategizing and aligning
financial capacity with the City Council Strategic Plan. The long-term financial model serves as a
foundation for conversations regarding allocation of resources and project planning. The
forecasting model utilized will be conservatively objective to minimize the risk of being too
optimistic in forecasting revenue sources.

The model will include an analysis of historical, current, and future year’s financial environment,
revenue, operating and capital expenditure forecasts, debt positions and affordability analysis. The
financial model will be updated as needed to provide direction to the budget process and other
fiscal decision-making actions of the City Council.

10.0 AUDITING, ACCOUNTING & INTERNAL CONTROL

The City of Snoqualmie will establish and maintain a high standard of accounting practices and
procedures. Accounting standards will conform to Generally Accepted Accounting Principles
(GAAP) as outlined by the Governmental Accounting Standards Board (GASB). Accounting
standards will reflect best practices recommended by the Government Finance Officers Association
(GFOA) and chart of accounts required by the Washington Office of the State Auditor (SAO) BARS
manual.

After each fiscal year, the City will prepare a Comprehensive Annual Financial Report (CAFR) and
the Washington SAO will conduct an audit of the City financial transactions, contract management
and internal control. The report will include a financial opinion and a management and compliance
report on internal controls. This report shall be made available to elected officials, city
management, bond-rating agencies, and the public.

10.1 Internal Control

The City Council, Mayor and Administration are responsible for ensuring and maintaining a system
of internal control to safeguard its assets against loss, check the accuracy and reliability of its
accounting data, promote operational efficiency, and encourage adherence to prescribed financial
procedures.

The Finance Director shall develop internal control processes or financial procedures to ensure and
maintain a strong internal control function. Periodic updates and new recommended practices set
forward by the SAO and GFOA are communicated and addressed with the City Council. Any
weakness in internal control and accounting procedures shall be addressed immediately by the
Mayor, City Administrator or Finance Director so a timeline to remedy improvement can be
established.

10.2 Accounting Write-offs

The Finance Director shall make every effort to collect all receivables owed to the City and will
comply with Ch. 4.16 RCW regarding collection actions by local governments. The following is
criteria that must be met before a receivable is allowed for write-oft:

e Standardized collection procedures have been exhausted

e A determination has been made that the debt is uncollectible or that further measures to
collect the debt are inappropriate and deemed to exceed the cost of collection

e The characteristics of the debt are such that write-off is appropriate - If funds are
uncollectible, the Finance Director may determine for write offs to a bad debt expenditure
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up to $5,000. City Council approval is required for balances above this threshold and must
accompany the write off to the bad debt expenditure.
e The reason for the write-off is documented adequately and is made available for audit.

10.3 Petty Cash and Bank Account Controls

The Finance Director shall establish processes for control and handling of petty cash funds, which
include investigative buy funds. The Finance Director will oversee and manage all City of
Snoqualmie Banking Accounts such as Imprest accounts, Claims accounts, and Payroll accounts
within financial procedures. Bank accounts will be reconciled monthly.

10.3 Capital Asset Threshold

Real property, titled vehicles and utility system components shall be considered capital assets. All
other property, with a value of $50,000 or more and a useful life of five years or more shall be
considered capital. For purposes of asset disposition and equipment replacement planning, the City
shall depreciate capital assets under a straight-line method, based on the asset useful life to a book
value of $1.00 or salvageable value.

10.4 Inventory of Small and Attractive Items

Operating departments shall be responsible for conducting regular inventory of their small and
attractive items (i.e., cell phones, tablet, hand tools and power equipment) and submit a physical
inventory to the Finance Director. Asset management and inventory procedures are defined in
financial procedures.

10.5 Surplus Assets

The mayor may administratively surplus non-public utility office equipment, computer equipment,
small tools, computer software and minor equipment with a value of less than $5,000. Titled
vehicles, real property, and any City property with a value of greater than $5,000 will be surplused
by the City Council by resolution. The process for surplusing assets is defined in financial
procedures. The Finance Director shall be responsible for the accounting of all surplus property
transactions.

10.5.1 Surplus or Inter-Governmental Disposition of Public Utility Assets

As per Ch. 35.94.040 RCW, titled vehicles, real property, and equipment originally acquired
for public utility purposes and which are no longer required for providing continued public
utility service may be surplused after a public hearing and subsequent City Council
resolution.

11.0 RISK MANAGEMENT

The City will periodically review its insurance options and coverage for each risk or hazard and
medical options to determine whether it is most cost effective to purchase commercial insurance, to
fund a self-insurance program or to participate in a “pooled” self-insurance program with other
jurisdictions. Such a determination should consider the long-term financial obligations of such a
decision as well as the regular fluctuations in commercial insurance markets. Where the City
decides to self-insure a risk, the City shall fully fund the expected costs of those risks through
actuarial or other professional estimates of those costs.

12.0 PERFORMANCE MANAGEMENT

Placeholder for Performance Management and Performance Measurements when implemented
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Iltem 1.

FINANCIAL MANAGEMENT POLICY ADOPTION

The City of Snoqualmie Financial Management Policy shall be adopted and amended by action of
the City Council. The Snoqualmie City Council shall review the policy periodically and any
modifications made thereto must be approved by the City Council.

Policy Approved on: Date TBD- Ordinance xxxxx

This policy replaces separate, previously adopted policies and procedures regarding revenue
management, procurement and contract management, fund reserves, purchasing or commercial
credit cards, asset management policies or any other policy regarding financial management and
financial procedures. Snoqualmie Municipal Code may be repealed or updated accordingly.
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City of Snoqualmie

Iltem 1.

Financial Management Policy

New policy proposed to be adopted via ordinance and replace all former ordinances, resolutions; SMC will

be proposed to repeal or update code

Comparison of new policy to current policies and & SMC

New Policy Section

Current Policy or Code Reference

Differences and Notes to Proposed Updates

1.0(Introduction & Objectives

Res 777 (pg 37)

Old policy refers to council priorities vs new policy refers to financial
objectives; updated narrative to reflect introductory statement

2.0|Reserves & Fund Balance

See individual sections

2.1|Fund Balance Definitions

pg 50 to 51

No current policy or code reference

Overall current target approx. 16.5% which fall between a range. See
page 52 of current where statement regarding range is a policy
statement regarding flexibility of the Council during budget
development process to utilize reserves or build them back up
Current Contingency Reserve Fund of 5% of unrestricted General
Fund resources to a max of .375 cents/1000 AV

Cashflow reserve fund target of 10% of GF unrestricted resources

2.2|Reserve Target - General Fund Res 777 (pg 50-52) Operating Reserve Fund target of 5% of GF unrestricted resources
Current policy intermixes CIP procedures for utility CIP and is not
clear on fiscal targets
Utility operating reserve of 10% with 5% of this reserve set aside for
2.3|Reserve Target - Enterprise Funds Res 777 (pg 43-45) CIP

2.4[Reserve Target - Special & Capital Funds

Res 1402 and Res 849 (pg 6 to 16)

Human Services Fund - new policy combines two separate
resolutions that have procedures which should be internal processes
and only refers to the internal service fund target reserve amount
and funding requirements

Building permit reserve fund w/ no target reserve

IT, Facilities, Fleet, Equipment internal funds with no reserve targets

2.5[Reserve Target - Internal Service Funds set
Current policy has some narrative regarding reserves for each type of
2.6[Replenishment of Reserves fund and how excess reservesand surpluses are handled

Current policy has some narrative regarding reserves for each type of

2.7 |Excess Reserves pg 39 and 42 fund and how excess reservesand surpluses are handled
3.0|Revenues

3.1|Revenue Objectives pg 47

3.2|Fee Schedule Updated revenue objectives, removed procedural narrative
3.3[Cash Management pg 59 throughout section

3.4[Bad Debt & Collections

3.5[Revenue Distribution

3.6|Grants Management pg 58 Updated narrative and target amounts for pursuing grants

3.7|Donations & Gifts

New

3.8]Gifts to City Officials

Similar; expands RCW statement

4.0(Expenditures

4.1|Expenditure Objectives

4.2|Efficiency

4.3|Purchasing Standards

4.4|Purchasing Authorization

Updated expenditure objectives and policy statements throughout
section; removes procedures from policy

4.5|Commitment Authority

SMC 2.90 (pg 66-70)

Proposed increase in commitment authority by $10,000; City must
follow state law regarding bidding and contracts, which is reflected in
new policy vs SMC

4.6|Purchasing Controls & Methods

SMC 2.70 (pg 64)

Proposed change from SMC financial program for credit card as a
form of payment to commercial (purchasing) card program guided by
policy and internal financial procedures

4.7|Exemptions to Commitment

New

4.8|Personnel Expenditures

New

5.0|Budget

5.1|Budget Objectives

5.2|Budget Principles

Both policies have similar budget narrative but new policy removes
procedures which will be defined by Finance Director

Res 777 Current policy has budget calendar narrative that is restrictive and
5.3|Budget Scope out of date and procedural in nature
5.4[Balanced Budget Similar
5.5|Cost Allocation New policy expands on cost allocation plan and overview
New policy includes updated policy narrative and removes
5.6|Budget Amendments pg 47 procedures for requesting amendments.
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Iltem 1.

New policy proposed to be adopted via ordinance and replace all former ordinances, resolutions; SMC will

be proposed to repeal or update code

Comparison of new policy to current policies and & SMC

New Policy Section

Current Policy or Code Reference

Differences and Notes to Proposed Updates

5.7

Services Levels & Funding

5.8

Maintenance & Replacement

5.9

Enterprise Fund Budgets

Updated objectives, priority statements and removes procedures
from policy

Current policy identifies similar budget monitoring policy; new policy

5.1|Budget Reporting identifies quarterly financial performance report
6.0|Capital Budget pg 53
Updated objectives, priority statements and removes procedures
6.1|Capital Improvement Plan from policy
6.2]|CIP Criteria & Ranking New
6.3|Project Source & Use Identification New
6.4|Planning Process pg 57 CIP updates to shift to biennial review vs annual update
7.0|Debt Management
7.1|Debt Purpose
7.2|Debt Practices Updated narrative, removed duplicate language and procedural
7.3[Bond Terms & Methods pe 60 content
7.4|Refunding Bonds
7.5(Bond Rating
7.6|Financial Guarantees
8.0[Investments
8.1|Policy & Scope Similar policy; updated narrative
8.2|Prudence Similar policy; updated narrative
Similar policy; new policy removes "Safety" as this is inherent in State
8.3|Objective Law

8.4

Delegation of Authority

8.5

Investment Procedures

8.6

Ethics & Conflicts of Interest

8.7

Authorized Financial Dealers

8.8

Authorized & Suitable Investments

8.9

Safekeeping & Custody

8.10

Diversification

8.11

Reporting

Res 559 (pg 17 to 32)

Similar policy; updated narrative

Similar policy; old policy refers to internal control

Similar policy; updated narrative

Similar policy; updated narrative

Similar policy; updated narrative simplified and removed list which is
found in RCW

Similar policy; updated narrative; City must comply with State Law

New policy sets targets for diversification of portfolio maturities not
type of investment; too restrictive does not allow for flexibility when
market conditions change. Broker diversification is set to ensure not
all assets are managed by one investment firm; sets maximum
maturity at 10 years to align with debt service if applicable

New policy describes reporting to Council and Committees vs only to
City Administrator

9.0

Long-term Financial Planning

Res 777 (pg 37 to 39)

9.1

Model Objective

Res 777 (pg 38)

Current policy content regarding forecasting in beginning section of
policy vs new policy has separate sections pertaining to long-term
financial planning, financial modeling and expands to require a 20
year forecast/model

10.0

Auditing, Accounting & Internal Control

10.1

Internal Control

10.2

Accounting Write-offs

10.3

Petty Cash & Bank Account Controls

Res 777 (pg 59)

Updated narrative, removed duplicate language and procedural
content

Res 777 (pg 41 & 42; pg 54)

New policy sets target capital asset threshold vs nothing in old;
similar for equipment replacement. New policy proposes that the
ERR is updated every 2 yrs similar to biennial budget timeframe;
CIP project threshold recommends increase to $50,000 and shift to
use of the term capital outlay in the operating funds for small

10.4|Capital Asset Threshold projects

10.5{Inventory of Small & Attractive Items New

10.6|Surplus Assets Similar

11.0(Risk Management
Current policy has performance budgeting narrative; however, staff
recommends the new policy which has a placeholder for
implementation of a performance management program and

12.0|Performance Management Res 777 (pg 41) performance measures which need to be developed.
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New policy proposed to be adopted via ordinance and replace all former ordinances, resolutions; SMC will
be proposed to repeal or update code

Comparison of new policy to current policies and & SMC

New Policy Section

Current Policy or Code Reference Differences and Notes to Proposed Updates

SMC Updates/Repeal Proposed

2.04 update for position titles and add reference to financial management policy
repeal and see FMP section regarding commercial/purchasing card program administration; section
2.7 regarding purchasing commitment levels
repeal and see FMP section regarding purchasing commitment & authority - same matrix in policy not in
2.9 SMC
3.12 repeal and transfer or combine with 3.16
3.24 repeal; see 2.04 regarding FD ability to create/close funds not needed/duplicate
3.28 repeal; see 2.04 regarding FD ability to create/close funds not needed/duplicate
33 keep
3.32 repeal; procedural in nature and referred to in new policy
3.36 repeal; procedural in nature and referred to in new policy
3.37 repeal; procedural in nature and referred to in new policy
3.38 repeal; see 2.04 regarding FD ability to create/close funds not needed/duplicate
keep; review res 1453 for duplication - may need to update SMC with Ordinance, not resolution; SMC3.44
3.44 was adopted via Ord 530 in 1983
3.52 repeal; update utility SMC
3.56 repeal; procedural in nature and referred to in new policy
3.65 repeal; see 2.04 regarding FD ability to create/close funds not needed/duplicate
3.7 repeal; procedural in nature and referred to in new policy
3.8 update and remove procedural language and replace with reference to FMP
3.85 repeal; procedural in nature and referred to in new policy; update 2.04 with brief section is necessary
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Exhibit 5 - Proposed Financial Management Policy - WIP version as of 8-29-2022

1.0 INTRODUCTION AND OBJECTIVES

The financial management policy of the City of Snoqualmie is established by the City Council. The
policy is designed to provide guidance to all stakeholders whether they be directly involved in
financial processes, internal control oversight, or any financial transaction. The financial
management policy is intended to serve as a blueprint to achieve fiscal stability required to
accomplish goals and objectives in the city’s Strategic Plan, Comprehensive Plan financial elements,
and all master plans.

Item 1.

1.1 Policy Objectives

The City Council sets forth the authorities, responsibilities, and accountability requirements of

those participating in the operations of Snoqualmie City government at all levels of the organization

and endeavors to:
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o Set forth financial principles

® Reduce financial risks to withstand the ups and downs of local and regional economic
environments

e Maintain appropriate financial capacity for present and future levels of service

o Ensure the legal use of financial resources through an effective system of internal controls

e Provide financial transparency to the public

Font: Bold

N~

N \‘[ Formatted:

Font: Bold

{ Formatted:

Indent: First line: 0.25"

. . : : - { Formatted:
procedures to complement policy and,align the day-to-day work performed by all city staff. \\\{ ormatte

Font: Cambria

A {Formatted:
LR

Font: Cambria

WA | Formatted:
WA N

Indent: Left: 0.25"

WA {Formatted:
Wy

Font: Cambria

WA .
o \{ Formatted:

Font: Cambria

\\ .
\\{ Formatted:

Font: Cambria

‘\{ Formatted:

Font: Cambria

{ Formatted:

Font: Cambria

o U L L

2.0 RESERVES AND FUND BALANCE

Formatted

Fund balanee-is-an-approximate measure-of liquidity-Reserves are a cornerstone of financial

: Font: (Default) Calibri, 9 pt

flexibility and provide the City of Snoqualmie with options to respond to unexpected issues and /{ Formatted:

Font: (Default) Calibri, 9 pt

11

provide a buffer against minor fiscal challenges. This section defines thresholds and descriptions 1| Formatted:

Font: (Default) Calibri, 9 pt

for fund balances, reserves, and retained earnings of all funds of the City of Snoqualmie. It is the //{ Formatted:
"

Font: (Default) Calibri, 9 pt

intent of the City to provide a stable financial environment for which its residents can depend on a o { Formatted:
consistent and quality level of service and for planned future expenditures. The Finance Director is ey .

Font: (Default) Calibri, 9 pt

/"7 | Formatted:

Font: (Default) Calibri, 9 pt

sy

),/ /| Formatted:

Font: (Default) Calibri, 9 pt

N D D/ N U

Snoqualmie Financial Management Policy — WIP version for August 29 and 30, 2022 F&AC / ;7 ~

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, g

Page30f28 /

133




responsible for monitoring reserve levels and reporting current and projected reserves during each
budget development cycle.

2.1 Fund Balance Definitions
As defined by GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions, the City will reserve funds per the following:

2.1.1 Non-spendable Fund Balance

Inherently non-spendable portions of net resources that cannot be spent because of their
form or portions of net resources that cannot be spent because they must be maintained
intact.

2.1.2 Restricted Fund Balance

Externally enforceable limitations, on the use of funds, that are imposed by creditors,
grantors, contributors, or laws and regulations of other governments or limitations imposed
by law through constitutional provisions or enabling legislation. Debt Service fund balance
will be designated as restricted.

2.1.3 Committed Fund Balance

Self-imposed limitations, on the use of funds, that are set in place prior to the end of a
period. Limitations imposed at highest level of local decision making that requires formal
action at the same level to remove. Capital Project fund balances typically will consist of
funds designated by City Council for future capital improvement projects.

2.1.4 Assigned Fund Balance

Limitations resulting from intended use that is established by the highest level of decision
making or intended use established by the City Council for a specific purpose. The resources
for these funds may be acquired through the budgeting process or funds that are deposited
with the city for specific purposes. Special Revenue fund balances typically consist of funds
assigned by other governmental agency for specific use or by the City Council specific use.

2.1.5 Unassigned Fund Balance

Residual net resources that make up the fund balance in the general fund more than non-
spendable, restricted, committed, and assigned fund balance (i.e., surplus) or excess of non-
spendable, restricted, and committed fund balance over total fund balance (i.e., deficit). The
General operating fund balance typically will consist of unassigned funds for use by the City
Council.

2.2 Reserve Level Target and Fund Balance - General Fund

A healthy unassigned fund balance is needed to provide cash flow to pay expenditures when due
and-—A-fund-balanee reserve-target allows for cash flow while the city waits to receive its tax
collections and shared revenues. The unassigned fund balance is also a security against unforeseen
changes or needs, i.e., natural disasters, loss of state shared revenues, etc.

The generalfund-unassigned-fundbalanecereserve fund level should be appreximately15-20% of
expendltures less transfers from—e-f the general fund. fllhe—u-nassq-gﬂed—ﬁhmd—ba%ﬁkee—e-ﬁt-he—geﬂe%a-l
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The City shall endeavor to avoid the appropriation of fund balance for recurring operating
expenditures. If at any time the utilization of a fund balance to pay for operating
expenditures is necessary to maintain the quality or a defined level of services, an
explanation of the circumstances for the utilization of fund balance and demonstration of
strategy through the long-term financial model on future fund balance targets-will be
included in the budget transmittal letter prepared by the Mayor in the Proposed Budget and
deliberated by the City Council.

2.2.2 Reserve Fund

The City of Snoqualmie shall establish a separate fund for reserves assigned or committed
to the General Fund.

Reserves may be used withatthe-diseretionapproval of the City Council to:

e Provide temporary resources in the event of an economic downturn while
expenditure reductions are implemented, or alternate sources of revenue are
determined

e Provide resources to meet emergency expenditures in case of flood, fire, earthquake,
landslides, or other catastrophic failureevents

e Provide resources for one-time capital outlay expenditures which include capital
equipment as part of the capital improvement plan

2.3 Reserve Level Target - Enterprise Funds

It is the goal of enterprise funds to cover the cost of operations, debt obligations and capital
infrastructure improvements and annual maintenance, and to maintain a financially healthy
enterprise. Enterprise fund balance is a product of revenues over expenditures over time and
consists of the net result of assets minus liabilities. The City will establish utility rates and capital
connection fees that are structured to meet several financial requirements. The Enterprise fund
balance financial indicators are as follows:

2.3.1 Capital funding obligations-as defined throughthe-6-Year Capital- lmprovement
Plan(CHP)—UtilityCategories-within the most recent utility rate study.

2.3.2 Debt coverage ratio — a ratio 1.5 of net revenues to total debt service, in support of
a strong city bond rating.

2.3.3 Operating & Emergency reserves-90 days-ef operating expenses -reserved for
water, wastewater, and storm water operations and emergency capital repairs to pay for
unanticipated capital costs.

2.3.4 Debt service-the amount needed to pay for current and future debt (125% or as per
bond covenants).
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Special revenue funds by their nature are funds used for specific purposes, and the corresponding
fund balance will be used to solely support that purpose. Fund balances in special revenue funds
will be monitored to stay consistent with the need and use of the specific purpose of that fund.

2.4.1 Drug Enforcement Fund

As defined by Ch. 69.50.505 RCW and SMC 3.30 and inter-local agreement, between the City
and County Drug Task Force, law enforcement asset seizure funds shall be used for payment
of all expenses of the investigation that led to the seizure, including the proceedings for
forfeiture and sale, expenses of seizure, maintenance of custody, advertising, actual costs of
prosecuting, city attorney and court costs. Funds should also be used in accordance with
city code for public safety purchases.

2.4.2 REET Fund

As defined by Ch. 84.46.035 RCW, the City of Snoqualmie is authorized to levy REET funds
and use in accordance with State Law. REET sources are allocated towards various Capital
Improvement projects as defined in the 6-year adopted CIP and mayshould be leveraged
towards debt service obligations - see Section 6.3.1 of this policy. REET Fund-reservesmay
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Should assigned fund balance or reserve targetsts-fall below statedtargetthresholds, the City will

strive toward regaining the minimum threshold during the next budgeteyele-and forecast the
timing of the unassigned fund balance improvement within the long-term financial model.

2.7 Excess Reserves

Reserves above the targeted reserve levels mayshould be used for new expenditures, with
emphasis on one-time uses that achieve future operating cost reductions, capital asset investments
with a long-term benefit or prepaying existing debt. Use of excess reserves will-should be
determined by the City Council-threughthe next-available- budgeteyele-orbudget
srpendmentdefned thronah an neanda BHL

3.0 REVENUES

3.1 Revenue Objectives
The city will maintain a diversified and stable revenue system to shelter it from short term
ﬂuctuatlons :

Item 1.
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3.1.25:1 All utility enterprise funds shall be self-supporting;thatis-theysheuld,
generat_ge enough revenue to pay for all operating, debt and capital eests-witheuta

- Ut111ty rate studies

customer classes per benefit and cost of service. If rates are set that subsidize one class of
customer at the expense of another, this action should be taken in support of explicit City
policy. Because of the vital importance of water, sewer, and storm water as public services,
which are heavily impacted by Federal and State regulations. Every effort will be made to
provide a minimum level, minimum cost alternative to all utility customers.

3.2 Fee Schedule

Charges and fees, including utility rates, should be reviewed, and updated periodically based on
factors such as impact of inflation, other cost increases, adequacy of coverage of costs, and current
competitive rates. On a periodic basis, the Fee Schedule, as adopted by €ity Resolution, may be
amended in conjunction with a budget development cycle.

3.3 Cash Management
The City shall maintain a cash management program, which includes collection of accounts
receivable, disbursement of funds, and prudent investment of available idle cash.

Deposits and cash receipting practicesproeedures; as-defined-in-finaneial procedures, must be
adhered to, by all Departments and at all City Facilities per Ch. 43.09.240 RCW. Only authorized

personnel may accept cash receipts from customers. The Finance Director, through-finaneial
procedures will provide guidanee-andis responsible for the strict enforcement of internal control,

deposit of collections and oversight on all changes to revenue items in the financial system.

3.45 Revenue Distribution to Non-General Funds
Sales tax is a major revenue source of the Clty,heweve&iei&aLseJehH%sWGLaﬁl&aﬂdreLas&e
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I-m-p#evemeﬂt—llla-n—eel-ll} Constructlon sales tax should be recorded w1thm camtal fund sources. All
other sales tax revenue shall be recorded within the General Fund

3.56 Grants Management
Grant funding may significantly leverage City resources to provide services, equipment and capital
projects that would otherwise be unaffordable. The city is committed to pursuing grant funding as

an approprlate fundmg source. A%W&mus%b&eeﬂﬂs&eﬂﬁmth%heﬁ&yﬁm&m&ﬂﬂd

3.67 Donations & Gifts
All donations of money or property donated, devised, or bequeathed to the City, as per Ch.
35 21.100 RCW and Ch. 35A.11.040 RCW, shall be presented to the City Council for approval. The

Item 1.
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The City of Snoqualmie seeks to recognize donors who, through a distinguished effort or
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interpretive areas, or active recreation; or other large-scale projects as discussed with the
Advisory Boards and City Council. The following guideline will be used for recognizing
donations for amenities or projects, in addition to defmlng the period in whlch the donatlon
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4.0 EXPENDITURES

4.1 Expenditure Objectives

The City of Snoqualmie endeavors to connect expenditures to a fundamental level of stewardship
by committing to a level of expenditures that are sufficient to ensure the on-going health, safety,
and welfare of its residents. Operating expenditures, within funds, must be supported by the
operating revenues generated by that fund. Expenditures will not expand beyond the City’s ability
to pay for them with current revenues.

The objectives of the expenditure guidelines are:

e To support Snoqualmie businesses, by contracting for goods and services, within the
community whenever possible subject to meeting other expenditure guideline objectives as
per Ch. 39.04.190 RCW-and-as-defined-infinancial procedures.

e To obtain supplies, equipment, and services as economically as possible and that are best
suited to the specific departmental needs.

e To maintain compensation packages which are competitive with other public sector
employers and that are sufficient to attract and retain quality employees.

e To enhance service methods that increase efficiency and effectiveness of the delivery of city
services through technology improvements.

e Toimprove the speed of delivery to departments by predetermining, through contracts or
other appropriate means the sources of supply before the actual needs.

e To ensure compliance with all applicable policies and regulations of the City, the State, and
Federal Government.

4.2 Efficiency

The City will make efficient use of limited resources and will continually look for and implement the
most cost effective and reliable methods of delivering services. The Administration will develop
service delivery changes that are needed to respond to budget shortfalls using system-wide and
productivity measures. Opportunities mayshould be found to improve efficiencies by pursuing a
range of productivity-enhancing techniques such as:

Iltem 1.

e Analyzing systems and procedures to remove unnecessary requirements
e Evaluating new technologies and capital investments
e Establishing a systematic, ongoing process for periodic formal reviews of operations
e Maintaining the right balance between centralization and decentralization in managing the
City support functions
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e Directly or indirectly furnishing estimating services, or any other services or information
not available to all prospective bidders, to any person bidding on, or who may reasonably
be expected to bid on, a contract.

e Using their position or status in the city to solicit business of any kind directly or indirectly
for private use or to obtain supplies and equipment at special discounts or with special
concessions from any vendor who sells or solicits sales to the city.

4.4 Purchasing Authorization & Accountability

Department Directors will be accountable for procurement within their departmental budgets.
Failure to follow financial procedures for procurement may result in disciplinary action, loss of
purchasing privileges and a personal liability for purchases.

4.4.1 Authorized Purchasers

Authorized staff are those City employees who have been expressly authorized in writing by
their department director and approved by the Finance Director, to purchase materials,
supplies, and equipment (including technology services, systems, or equipment) with the
authorized employee’s discretion and best judgement. A manager, department director,
Finance Director, City Administrator or Mayor may reduce or revoke these privileges at any
time.

4.4.2 Auditing Officer

Pursuant to Ch. 42.24.080 and Ch. 42.24.180 RCW, warrants and claims presented for payment
to the City Council must be in writing, itemized and audited by the Auditing Officer. The
Finance Director is designated as the City of Snoqualmie Auditing Officer. Department
managers will be responsible for ensuring invoices meet this requirement and provide them to
the Finance department for prompt payment and audit review-as—defined-in—thefinaneial

procedures.

4.4.2.1 Claim Reporting

The Finance Director or designee shall prepare a Claims Report to the City Council for
their review. The Claims Report is informational and shall be prepared for preliminary
review by the F&A Committee prior to the next City Council meeting.

4.5 Level of Purchasing and Commitment Authority

Contracting with other public agencies or the private sector for the delivery of goods and services
mayshould provide the City with opportunities for cost containment and productivity service
enhancement. As such, the City is committed to using outside resources for delivering municipal
services as a key element in our continuing effort to provide effective and efficient programs while
minimizing costs.

All contractual obligations, including zero-dollar contracts, are subject to compliance-with-finaneial

procedures.

All purchases should be made per the Purchasing and Contract Commitment Threshold and-further
defined-in-finaneial procedures-and shall include requirements for acquiring quotes, estimates and

competitive bidding. The Mayor has the sole authority to waive purchasing procedures, but only to

the extent as authorized by State Law.

RCW requires different competitive bid processes and approval authority for certain procurement
categories. Thus, the City’s procurement matrix identifies separate procurement categories and the
minimum approval authority and competitive process required at each threshold. To identify the
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necessary requirements for procurement, staff must first identify the procurement category as

defined below:

Purchasing and Contract Commitment Thresholds

REQUIRED
PROCUREMENT Procedural APPROVAL
CATEGORY DOLLAR LIMIT Requirement(s) AUTHORITY SECONDARY
g APPROVAL
Materials, Supplies, & Equipment
Under $2,000 Purchasing Card Authorized Staff None'
$2,000-$10,000 Purchasing Card Authorized Staff Manager
Over $10,000- Purcha5|_ng Card, Purchase Department
Cooperative, Vendor Roster, Manager .
$35,000 ORF e itive Bid Director
Materials, Supplies, & ormal Competitive Bi
Equipment (Including Purch ’
Capital Equipment) Over $35,000- urchase Cooperative, Department Mayor or City
Interlocal Agreement OR R -
$75,000 . K Director Administrator
Formal Competitive Bid
Purchase Cooperative, Mavor or Cit
Over $75,000 Interlocal Agreement OR v, . Y City Council
- ) Administrator
Formal Competitive Bid
Personal Services
MRSC Consultant/Vendor Department
Under 535,000 Roster OR On-Call Contract Manager Director
) MRSC Consultant/Vendor Department Mayor or City
) Arc.h|tectural, $35,000-575,000 Roster OR On-Call Contract Director Administrator
Engineering & Landscape
Architect Services Over $75,000- MRSC Consultant/Vendor Mayor or City City Council
(“A&E”) $100,000 Roster OR On-Call Contract Administrator ¥
MRSC Consultant/Vendor )
Over $100,000 Roster, On-Call Contract or I\/Iayt.)r.or city City Council
P Administrator
Request for Qualifications
Under $35,000 Purchasing Card OR Vendor Manager Department
Roster Director
General or Purchased ) )
Services (Other Than &7 Purchase Cooperative, Department Mayor or City
A&E) 235,000-575,000 Vendor Roster, OR None Director Administrator
Purchase Cooperative,
Interlocal Agreement (of any Mayor or City ) )
Over 575,000 dollar amount), Vendor Administrator City Council
Roster OR None
Technology Systems & Services
Technology Systems & Under $10,000 Purchasing Card Authorized Staff Manager
Services Purchasing Cared, Purchase
Cooperative, Department
510,000-535,000 Consultant/Vendor Roster, Manager Director

OR Competitive Negotiation
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Iltem 1.

REQUIRED
PROCUREMENT Procedural APPROVAL
CATEGORY DOLLAR LIMIT Requirement(s) AUTHORITY SECONDARY
q APPROVAL
Over $35,000- Purchase Cooperative, Department Mayor or City
$75,000 Consultant/Vendor Roster, Director Administrator
Technology_Systems & ! OR Competitive Negotiation
Services
Purchase Cooperative, Mavor or Cit
Over $75,000 Consultant/Vendor Roster, Adn:inistratoxllf City Council
OR Competitive Negotiation
Public Works
Public De
. partment
Works Single Craft Under $75,500 None Manager Director
Project
Staff Multi Craft | Under $116,155 None Manager Department
Labor Director
Under $7,500 None Authorized Staff Manager
Limited Small Works Roster Department
57,500-550,000 OR Small Works Roster Manager Director
Public Works Contract Over $50,000- Small Works Roster OR Department Mayor or City
$116,155 Formal Competitive Bid Director Administrator
Over $116,155- Small Works Roster OR Mayor or City . .
. . - City Council
$350,000 Formal Competitive Bid Administrator
Over $350,000 Formal Competitive Bid I\/Iaygr.or city City Council
Administrator
Amendments & Change Orders
No Value Change None? Manager Department
Director
Under $50,000, None? Department Mayor or City
Contract Amendments cumulatively Director Administrator
(Services) s
Over $50,000, 5 Mayor or City . .
cumulatively None Administrator City Council
No Value Change None? Manager Department
Director
Change Orders (Public Under $50,000, None? Department Mayor or City
Works) cumulatively Director Administrator
Over SSO.'OOO’ None? Maygr.or City City Council
cumulatively Administrator [ Formatted: Font: (Default) Calibri, 9 pt
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contract amendment must not deviate from the original scope of work in such a manner or degree that they constitute a
separate project.

4.6 Purchasing Controls & Methods

Primary responsibility and authority for the expenditure of monies per the adopted budget will be
vested by the Mayor in the City Administrator and Department Directors or authorized designee. In
addition to the primary responsibilities, the Finance Director shall exercise a secondary oversight
responsibility for all budget expenditures and contractual obligations.

In general, each department shall make purchases for the requirements of the City. Purchases will
not be separated into smaller purchasing components to eliminate a threshold authorization
requirement. To facilitate a sound and cost-effective purchasing operation, authorized personnel

shall follow procurement methods as defined in-finaneial- preceduresby state law which contain
guidelines for procurement, bidding, and awarding contracts.

4.6.1 Commercial Card Program

A purchase order system and/or commercial card programs (purchasing or fleet cards)
mayshould be used for types of purchases for goods and services-as-defined-in-finaneial
proeedures. Purchasing Card authorization levels will be defined by the Finance Director,
who shall have exclusive control and possession of all such commercial cards and shall
control release, issuance, and availability of commercial cards to prevent abuse or improper
use.

Ne-No oepen house accounts, with any vendor, shouldall-net be allowed, unless
approved by the Finance Director.

4.7 Exemptions to Purchasing and Commitment Thresholds

4.7.1 Sole Source

In circumstances where the city is limited to a single source of supply, competitive bidding
requirements may be waived by the department dlrector or Flnance Dlrector per RCW
39.04.280(1)(a). Howev y
finaneial proeedures-The city must be able to demonstrate that the purchase is clearly and
legitimately limited to a single source such that bidding the purchase would be useless and
futile based on drafted specifications. If a sole source exception is used, the City will make
reasonable efforts to ensure that it is receiving the lowest price and best terms from the
vendor.

4.7.2 Favorable Market Conditions

The Mayor or City Administrator may waive established bidding requirements if an
opportunity arises to purchase favorably priced equipment at an auction or supplies or
used goods that will be sold before the city can conduct the bid process per RCW
39.04.280(1)(b) and RCW 39.30.045.

Iltem 1.
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Emergency purchases as per RCW 39.04.280 are those made by the Mayor or authorized
designee, such as a Department Manager, where an immediate purchase is necessary to
correct a situation which would adversely affect the life, health, or safety of the residents.

pa-rehasm-g—lz[—ewwer—hn case of an emergency, a Department Manager may d1rectly
purchase any supplies, materials, or services necessary to alleviate the emergency. Every

effort shall be made to contact the Mayor and City Administrator erFEinance Birector
whether the emergency occurs during or after normal working hours.

In the event where emergency purchasing is related to natural disaster events, a
Declaration of Emergency Resolution shall be considered by the City Council per State Law
at the first opportunity available. The Finance Director shall review and approve of account
coding for all emergency purchases and maintain a tracking system per FEMA
requirements, Emergency Management Plan, BARS and GFOA recommended practices for
emergency management recordkeeping.

4.8 Personnel Expenditures

Because personnel costs are the largest expenditure area of the annual budget, compensation
guidelines are defined in the Personnel Policy, and Local Bargaining Agreements which establish
salary ranges, performance evaluation requirements and total compensation costs as the basis for
all compensation planning and bargaining.

4.8.1 Travel and Training

The City of Snoqualmie shall reimburse City elected and appointed officials, employees and
members of boards and commissions for their reasonable expenses actually incurred in the
conduct of their business-ferthe Cityasper-the Traveland Training Polieyand Procedures.
Generally, eligible expenditures include travel, meals and lodging incurred by the individual
while away from the Clty and necessitated by City business. Au%heﬂ—za&e&eemnema#c—ard

5.0 BUDGET

5.1 Budget Objective

The formal operating and capital budget development process provides the primary mechanism by
which key decisions are made regarding the levels and types of services to be provided, given the
anticipated level of available resources. The City Council will meet to discuss Council goals and
priorities prior to the start of the budget development process. The budget will be developed per
Ch. 35A.34 RCW.

5.2 Budget Principles

5.2.1 Link the budget to long-term, strategic financial plans

The City’s budget will be developed in accordance with the policies and priorities set forth
in the Strategic Plan, Comprehensive Plan, City Council goals, the needs of the community
and federal and state laws.

5.2.2 Critically examine past spending patterns
The city seeks to maximize the value the public receives through its spending. Accordingly,
management should develop budget tools and methods to measure and maximize value,

,///
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particularly by critically examining existing spending patterns to make sure they continue
to provide value.

5.2.3 Prioritize programs and services

The city will prioritize essential and discretionary programs services based on a results
approach relative to the importance in preserving the community’s health, safety, and
welfare; mandates; risk assessments; long-term costs and evidence of their effectiveness in
meeting strategic plan initiatives, comprehensive plan elements, annual goals and required
mandates.

5.2.4 Maintain existing services over providing new services

The city will ensure that it maintains the quality of existing core services before it adds new
services unless there is an explicit decision to lower the quality of existing services in favor
or providing a new service based on strategic goals and objectives. Essential services
mayshould receive priority for funding. The city will maintain current service levels for all
essential services. The city will identify low-priority services for reduction or elimination, if
necessary, before essential services. New services and programs shall be evaluated for long-
term sustainability.

5.2.5 Risk management and mitigation of liabilities
The City intends to fund the current portion of liabilities within the budget to maintain trust
of creditors and to avoid or mitigate accumulating an unmanageable liability.

5.2.6 Establish preferences for budget balancing strategies

The City’s preferred strategy for balancing the budget is to reduce expenditures through
improved productivity. Except during dire economic circumstances, service and program
elimination is preferable. At no time, will the biennial budget be balanced at the expense of
long-term financial health.

5.3 Budget Scope & Basis

The City will adopt budgets for all funds on a biennial basis per Washington State law. A budget
calendar will be prepared by the Finance Director in coordination with the Mayor and City
Administrator and include all required public hearings. Proposed budgets will be viewed and
discussed by the City Council and the public at the fund and department summary object code
levels per BARS. The final budget will be adopted by ordinance of the City Council, at the fund level,
by December 31 of each biennium. To encourage synchronization between the budget document
and financial reporting, the City will establish the budget based on the cash basis of accounting.

5.4 Balanced Budget

The objective of the operating budget is to pay for all current expenditures with current revenues.
The budgets for all city funds should be structurally balanced throughout the budget development
process. Recurring revenue should equal or exceed recurring expenditures in both the proposed
and adopted budgets. If a structural imbalance occurs, then a plan will be developed and
implemented to bring the budget back into structural balance. The City will endeavor to avoid
budgetary allocations that balance current expenditures at the expense of meeting future years’
expenses. Beginning fund balance sources may be used to fund capital improvement projects or
other one-time, non-recurring expenditures if the fund reserve targets are met.

5.5 Cost Allocation
The Cost Allocation Plan (CAP) is a method used to determine and assign the cost of indirect

services to the internal government users of those services or direct operating funds.

5.5.1 References
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OMB Circular A-87, “Cost Principles for State, Local, and Indian Tribe Governments.”

RCW 43.09.210 states in part, “all service rendered by...from, one department...to another,
shall be paid for at its true and full value by the department...receiving the same, and no
department...shall benefit in any financial manner whatsoever by an appropriation or fund
made for the support of another...”

5.5.2 Definitions

e Indirect Costs are incurred for a common purpose benefitting more than one cost
function or organizational unit. They cannot be directly assigned without effort
disproportionate to the benefit received.

e Indirect Services are activities that support the departments that provide direct
service to the public. Examples include accounting, purchasing, human resources,
engineering, and fleet and information technology.

e Direct Services are activities that provide services directly to or for the public and
are supported by indirect services. Examples include parks, streets, and utilities
(water, sewer, storm water).

5.5.3 Costs to be allocated

Costs shall only be allocated to departments that receive indirect support services. Only
costs allowable for allocation in accordance with the requirements of OMB Circular A-87
shall be included in the cost allocation plan. This means that the City’s resulting allocation
plan will meet federal grant cost allocation requirements. It is the responsibility of staff
creating the department’s indirect cost allocation plan to review OMB Circular A-87 and
ensure that only allocable costs are included.

As part of the biennial budget development process, costs will be allocated based on the
projected year budget forecast. Annually, a year-end adjustment or true up will be
completed for the previous year’s difference between budget-to-actual results or allocated
based on actual costs. The true up will occur as part of the year-end financial reconciliations
in preparation for the annual audit.

5.5.4 Basis of Allocation

Indirect cost allocation methods, as-defined-infinancial procedures; shall be reasonable,
consistent, and equitable to distribute shared costs across funds and departments. Different
factors are necessary to equitably allocate the various overhead costs. The Finance Director
is responsible for preparing and determining which factor(s) will best accomplish this
based on input from Direct Service Department Directors.

5.6 Budget Amendments

All budget amendments, such as shifting budget allocations from one fund to another fund, must be
approved by the City Council. Budget amendments changing the authorized appropriation level are
subject to public hearing requirements in State Law.

5.6.1 Administrative Budget Adjustments

Department managers may, upon approval by the Mayor and City Administrator, request
inter-departmental line-item budget adjustments for operating purposes only. These
administrative budget adjustments, authorized as per Ch. 35A.33.120 RCW, mayshould be
for contractual, supplies and materials and other miscellaneous line items within the
department. No administrative adjustments are allowed for increases to salary and benefit
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line items.

5.7 Service Levels and Funding

The City will endeavor to maintain its present service levels for priority and essential services
subject to available revenues. The objective is to maximize the benefit of available resources. The
results or outcomes that matter most to residents should be defined by the City Council. New
services or programs will be considered for funding within available resources.

Department managers will be given the opportunity to request personnel, goods, and capital items
needed to carry out the department responsibilities. Department requests must include supporting
documentation and justification of needs for operating requests. Requests should integrate
strategic plan priorities and departmental objectives into the budget.

5.7.1 Non-Profit Organization Funding Requests
The City receives requests from non-profits and other entities seeking grants and funding.
As part of the budget development cycle, the City Council will consider these requests and

include a listing of entities to be included for grant giving and-funding per Seetion2.4-4
e i e

5.8 Maintenance and Replacement

Maintenance and replacement funding will be prioritized each year to ensure that capital facilities
and equipment are sufficiently maintained to avoid service disruptions. Non-current liabilities have
important implications for a local government’s fiscal health. The City will maintain its capital
assets in a manner adequate to protect the City’s capital investment and to minimize future

liabilities for maintenance and replacement costs. Einancialprocedures-willidentifyrthe proecesses
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5.8.1 Capital Asset Management

The City inventories and assesses the condition of its buildings, equipment, and vehicles on a
periodic basis. The budget process includes a multi-year projection of facilities, equipment, and
vehicle replacement requirements. The budget will provide sufficient funding for adequate
maintenance and orderly replacement of capital plant and equipment. Future maintenance
needs and repairs will be cost out and included as budgetary decision criteria through the
Internal Service Fund designated for Fleet, Facility, and Equipment maintenance.

5.9 Enterprise Fund Budgets

Enterprise operations are to be self-supporting, including capital improvements and depreciation.
Enterprise operations are to be reviewed biannually for self-sufficiency and proper cash-flow
needs. Utility Rate studies, which occur everyfive-yearsperiodically, will be included in the budget
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allocations. Regular reports comparing actual revenues and expenditures to budgeted amounts will
be provided to departments monthly. The City Council will review a quarterly Financial
Performance Report to include budget versus actual reporting.

6.0 CAPITAL BUDGET

6.0 Objective

The City of Snoqualmie Capital Budget will have a major impact on quality of local government
services, the community’s economic vitality, environmental stewardship, social equity, and overall
quality of life for city residents, businesses, and visitors. The Capital budget will identify, prioritize,
and address community needs through careful long-term planning and balanced public investment
in physical infrastructure.

Capital budget goals include:

e Support the City's Strategic Plan, other plans and the community vision for growth and levels of
service

e Acknowledge and communicate capital investment priorities as community conditions change

e Ensure appropriate planning efforts to changing demands on a diverse infrastructure and
capital asset

e A financial assessment of capital funding resources available to meet future capital project
planning needs

e Maintain a high-quality service infrastructure able of meeting community needs today and, in
the future

6.1 Capital Improvement Plan (CIP)

The Capital Budget will be formally known as the Capital Improvement Plan (CIP) and will describe
the capital investments the city intends to make over a period of six years with a long-term outlook
extending twenty years. The CIP will incorporate all master and functional plans wherever capital
projects and programs are identified in those plans. Master plan changes will be incorporated into
the CIP during the next biennial capital budget cycle. The CIP will serve as a comprehensive guide
for all capital projects - based on asset types - where the City Council will address capital
infrastructure improvements, capital equipment needs, and the effect on the City’s resources.

The City Council will review the CIP biennially and coordinate development of the multi-year
Capital Budget prior to the development of the biennial operating budget. The off-year capital
budget cycle will allow for public engagement efforts to discuss potential projects and programs
with the community and include major changes that occur or are discovered. As resources are
available and projects are financially feasible, the two most current years of the 6-year CIP will be
recommended for incorporation into the upcoming biennial operating budget as capital project
budget line items. The operating budget will refer to the capital budget for detailed project
information. Subsequent years of the CIP are for planning purposes only and may be altered as they
advance toward the budget inclusion year.

6.2 CIP Criteria and Ranking
Criteria, project ranking and overall priority guidelines, defined-in—finaneial-precedures; will be
utilized by the City Council.-€IP-prejects-will be-evaluated-and ranked-using the-eriteria. All projects

submitted to the CIP will be initially ranked by departments. The Administration will assess project
rankings plus other factors such as minimizing construction impacts through project sequencing or
a need to respond to emergent issues. The City Council, as part of biennial CIP deliberations will
modify and/or finalize project rankings. Funding is a critical component of the criteria and ranking
schedule. In addition to project scoring, projects need an overall description, justification for the
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project and the connection to a master plan or strategic plan reference as needed. Projects shall
also be identified as unfunded, partially funded, or fully funded.

City of Snoqualmie
Capital Improvement Plan
Capital Priority Definitions & Project Ranking Score Matrix
Priorities
Category Definition Scoring Range CIP Priority
Project must comply with court order, legislative mandate or is critical to
Essential 4 Py g . 90-100 points 1
the health, safety and general welfare of citizens
Project is important to the general welfare of the community, operation
or maintenance of a physical asset. Due to the nature of the project or its
Desirable L ) phy R ) p' ) 70 to 89 points 2
timing, it is desirable to complete relative to capital budget policy
objectives
Project provides a public operational improvement. Due to the nature or
Acceptable |scheduling of the project, it is not critical or important in relation to 50-69 points 3
financial capabilities, needs or other program requirements
Project is in conflict with a master plan schedule or for which there are
Deferrable J . p . ) 30-49 points 4
serious need, cost, justification or timing questions
Project will not be started until the completion of a study, submission of .
Hold . I . . 0-29 points 5
additional data or significant funding source is secured

6.3 Project Source and Use Identification

Capital project and program submissions shall include multi-year funding sources, including grants,
applicable impact fees, special funding, and other outside sources. Multi-year project costs shall
include acquisition, right-of-way, design, permitting, inspections, mitigation, construction, in-house
staff time, inflationary costs and contingency shall be included in the project identification.

6.3.

1 Project Sources

Capital funding comes from operating revenues, grants, local improvement districts, impact
fees, user fees and the issuance of debt. Washington State law limits the City of
Snoqualmie's ability to raise funds for capital improvements such as tax rate limits and
amount of debt capacity. Given the extensive number of capital improvement projects and
finite funding sources available, the following are capital financing strategies used by the
Snoqualmie City Council when preparing or updating the Capital Improvement Plan:

Seek out federal, state and county resources

Seek out private contributions or donations through public/private partnerships
Similar departmental capital projects will be combined for efficiencies and cost savings
such as street improvements combined with utility improvements to minimize
construction impact to the community

Mitigation and impact fees mayshould be applied toward projects defined by the
contributing source or agreement authorized by the City Council

REET funding

Local Improvement or Utility Local Improvement District (LID or ULID) assessments
Enterprise (utility) fund projects must be paid for by user rates and capital connection
charges

6.3.1.1 Funding Source Cash Flow

Funding sources, such as REET or Mitigation,

revente-funds-will be reviewed as part of the biennial CIP development process for
sufficient cash flow and long-term impact on the fund. The availability and use of
special funding sources is subject to State Law and/or reserve targets set by the City
Council as per the Reserve section of the Financial Policy.
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6.3.2 Project Costs

For the CIP, capital outlay is distinguished from capital projects and programs. Capital
outlay mayshould include expenditures for small minor projects, such as equipment
replacements, between $5,000 and $49,999 and/or having less than an estimated five years
of useful life. Capital outlay type expenditures will be included in the operating budget, as
well as master planning or professional services of any size and scope, adopted by the City
Council, shall be budgeted for within the operating budget as a separate line item identified
as capital outlay.

All capital projects or capital equipment purchases at least $50,000 and/or having a useful
life of five years or more are included in the CIP. These projects include large capital
maintenance and replacement items that extend the useful life of the capital asset. Projects
mayshould not be combined to meet the minimum standard unless they are dependent
upon each other. Projects sayshould not be separated to forego the maximum standard.
Items that are operating expenditures (such as non-specific capital project related
professional services, master plan updates, maintenance agreements, technology items,
etc.) will not be considered within the CIP.

6.3.2.1 Impact on Operating Budget

All projects submitted for inclusion in the CIP will be reviewed bytherequesting
department-and-Finanece Director-to assess the long-term impact on the operating
budget in terms of:

e Future year revenue generation

e Additional personnel, equipment and/or vehicle requirements

e Future operating and maintenance expenditures

e Return on investment potential

6.3.2.2 Public Art Funding

Pursuant to SMC 3.80, the City recognizes the importance of Public Art Funding and
establishes a funding source for public art works to be installed in certain public
facilities and spaces. CIP projects and programs, as per municipal code, will include
a line item identifying the art funding cost to be transferred to the special revenue
fund.

6.4 Planning Process

The capital budget and CIP development process will begin prior to the biennial budget
development process. The Mayor and Administration will present the CIP to the City Council for
deliberations and approval to include in the biennial budget. Any substantive change to the CIP
after approval must be approved by the City Council. CIP development shall include public
engagement efforts to ensure the community has ample time to comment on and contribute to the

CIP.

7.0 DEBT MANAGEMENT

7.1 Debt Purpose

Debt financing is primarily used for capital project expenditures. Use of long-term debt financing
for operations and maintenance costs are forbidden. Debt financing will be considered if the City
can repay debt without causing financial distress. It is the City’s objective to:

Only obtain financing when necessary
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Identify the timing and amount of debt required as specifically as possible

Achieve the most favorable interest rates and other related financing costs

Ensure that future financial flexibility be maintained

Utilize inter-fund loans from one fund to another as a first source of debt financing

7.2 Debt Practices
The City Council may authorize the following types of debt financing only for those purposes as
provided by Ch. 39 RCW:
e Utilization of the Public Works Loan Fund, per WAC 399.30 for allowable purposes, if
available
o Utilization of Inter-Fund Loans as per the BARS Manual Part 3, Chapter 4, Interfund
Transactions, Section 1
e Issuance of Councilmanic Bonds to fund proprietary capital infrastructure projects such as
water, sewer, and storm water
e I[ssuance of Councilmanic Bonds for capital projects that generate adequate revenues from
user fees to support operations and or debt service requirements
e [ssuance of Councilmanic Bonds for capital projects that are authorized to be supported by
the General Fund for debt service requirements

Utility System replacements, due to age or the need to upgrade to meet minimum standards, should
be financed by a combination of:
e Reserving portions of the Enterprise fund balance for capital improvement projects
e Borrowing and repaying on a schedule that matches the useful life of the capital
improvement

The City of Snoqualmie will never issue debt more than limitations as prescribed in Ch. 39.36.020
RCW based on percentage of its total market value.

7.3 Bond Terms & Methods

Long-term debt will be structured in a manner so that the life of the debt does not exceed the
expected useful life of the capital asset being funded by the debt. The city will obtain the most
competitive pricing on debt issuances to ensure a favorable value to the community.

7.4 Refunding Bonds
As arule, existing debt obligations will be refunded through the issuance of refunding bonds unless
the refunding plan will achieve a net present value savings of at least 2.0%.

7.3 Bond Rating

Strong financial management is a key credit rating factor. For the City of Snoqualmie to respond
quickly to economic and financial demands, the City will seek to maintain or continually improve its
bond rating to seek the lowest possible interest rate available OR maintain its AA Bond Rating.

7.4 Financial Guarantees
Should financial guarantees be utilized to defer public improvements required of development
projects or to ensure that disturbed public facilities will be restored, the developer or property
owner shall provide an irrevocable letter of credit issued by a banking institution approved by the
Finance Director, a bond, an assignment of savings, or a cash deposit. The form of the financial
guarantee shall be at the discretion of the Finance Director. The amount of any approved financial
guarantee shall be at least 150% of the estimated improvement cost and may be increased to
reduce risk to City resources based on the professional judgment of the Finance Director.
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8.0 INVESTMENTS

8.1 Policy and Scope

It is the policy of the City of Snoqualmie to invest public funds in a manner which will provide the
highest investment return with the maximum security while meeting the daily cash flow demands
of the City and conforming to State law governing the investment of public funds.

The investment policy applies to all financial assets of the City of Snoqualmie. These funds are
accounted for in the City of Snoqualmie’s Annual Financial Report and include all operating, special
revenue, capital project, enterprise, debt service and trust funds.

8.2 Prudence

Investments shall be made with judgment and care, under circumstances then prevailing, which
persons of prudence, discretion, and intelligence exercise in the management of their own affairs,
not for speculation, but for investment, considering the probable safety of their capital as well as
the probable income to be derived.

The standard of prudence to be used by investment officials shall be the “prudent person” and/or
“prudent investor” standard and shall be applied in the context of managing an overall portfolio.
Investment officers acting in accordance with this policy and with Ch. 35.39 RCW and exercising
due diligence, shall be relieved of personal responsibility for an individual security’s credit risk or
market price changes, provided deviations from expectations are reported in a timely fashion and
appropriate action is taken to control adverse developments.

8.3 Objective
The primary objectives of the City of Snoqualmie investment activities shall be:

8.3.1 Liquidity: The City of Snoqualmie investment portfolio will remain sufficiently liquid
to enable the city to meet all operating requirements, which might be reasonably
anticipated.

8.3.2 Return: The City of Snoqualmie investment portfolio shall be designed with the
objective of attaining a benchmark rate of return throughout budgetary and economic
cycles, commensurate with the City’s investment risk constraints and the cash flow
characteristics of the portfolio. Short-term investment returns should attain a return rate of
at least equal to the Washington Local Government Investment Pool (LGIP).

8.4 Delegation of Authority

Management responsibility for the investment program is hereby delegated to the Finance Director
or designee who shall be responsible for all transactions undertaken and shall establish a system of
controls to regulate the activities of subordinate personnel ard-theirproeeduresin the absence of
the Finance Director.
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8.6 Ethics and Conflicts of Interest

Public officials and city employees involved in the investment process shall refrain from personal
business activity that could conflict with proper execution of the investment program, or which
could impair their ability to make impartial investment decisions. Employees and investment
officials shall disclose to the City Council any material financial interest in financial institutions that
conduct business within their jurisdiction, and they shall further disclose any large personal
financial/investment positions that could be related to the performance of the City of Snoqualmie.

8.7 Authorized Financial Dealers and Institutions

The Finance Director will maintain a list of financial institutions authorized to provide investment
services. In addition, a list will also be maintained of approved security broker/dealers selected by
credit worthiness who are authorized to provide investment services in the State of Washington.
These may include “primary” dealers or regional dealers that qualify under Securities & Exchange
Commission Rule 15C3-1 (Uniform Net Capital Rule). No public deposit shall be made exceptin a
qualified public depository as established by Washington State laws.

All financial institutions and broker/dealers who desire to become qualified bidders for investment
transactions must supply the Finance Director, upon request, with annual audited financial
statements, proof of National Association of Security Dealers (NASD) certification, and proof of
State of Washington registration. Annual completion of Notification to Broker and Certification by
Broker will be done.

8.8 Authorized and Suitable Investments

From the governing body perspective, special care must be taken to ensure that the list of
instruments includes only those allowed by law and those that local investment managers are
trained and competent to handle. Interest-bearing deposits in authorized depositories must be
fully insured or collateralized.

The following is a list of investments which the City of Snoqualmie will be authorized to invest in as
per Ch. 39.58 and 39.59 RCW:

Government Securities: Instruments such as bonds, notes, bills, mortgages, and other
securities which are direct obligations of the federal government or its agencies, with the
principal fully guaranteed by the U.S. Government or its agencies.

Certificate of Deposit: A negotiable or nonnegotiable instrument issued by commercial
banks, located in the State of Washington, and insured up to $100,000 by the Federal
Deposit Insurance Corporation (FDIC), or, if exceeding $100,000 FDIC coverage, is fully
insured or collateralized.

Prime Commercial Paper: An investment used by corporations to finance receivables. A
short-term (matures in 270 days or less) unsecured promissory note is issued for a
maturity specified by the purchaser. Corporations market their paper through dealers who
in turn market the paper to investors.

State of Washington Securities and Pools: Any security which is a general obligation of
the State of Washington or any of its municipalities. Statewide investment pools which

invest in authorized instruments.

Money Markets: Money market mutual funds Wthh invest in authorlzed instruments.
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8.9 Safekeeping and Custody

When a broker dealer holds, investments purchased by the City of Snoqualmie in safekeeping, the
broker-dealer must provide asset protection of at least $500,000 through the Securities Investor
Protector Corporation (SIPC) and at least another $49.5 million supplemental insurance protection.

8.10 Diversification

The City will endeavor to diversify its investments per type and maturity. The portfolio, as much as
possible, will contain both short-term and long-term investments. The City will attempt to match
its investments with anticipated cash flow requirements, as per the long-term financial model.
Extended maturities may be utilized to take advantage of higher yields and to match investment
maturities with debt obligations; however, no more than 20% of the total investments should
extend beyond five years. Unless prior City Council approval is received, no investment with a
maturity exceeding 10 years will be purchased.

e The City will attempt to diversity its investment portfolio per broker-dealer or financial
institutions. No more than 65% of the entire investment portfolio shall be held with one
broker.

8.11 Reporting

Periodic required investment reports to policymakers and elected officials provide necessary
written communication regarding investment performance, risk analysis, adherence to policy
provisions, as well as other information. The Finance Director shall provide the City Council a
quarterly investment reports, which provide a clear picture of the status of the current investment
portfolio. This management report should include a summary of securities held at the end of the
reporting period by authorized investment category, percentage of portfolio represented by each
investment category, percentage of portfolio represented by each financial institution, and overall
portfolio values.

9.0 LONG-TERM FINANCIAL PLANNING

The City’s budget process involves incorporating the strategies, priorities and goals identified by
the City Council to provide for the community’s highest service delivery needs. Long-term planning
begins with determining the City’s fiscal capacity based upon long-term financial forecasts of
recurring available resources.

9.1 Model Objective

A 20-year Financial Model that integrates the 6- year Capital Improvement Plan (CIP) is utilized to
assist the City Council, Mayor, Administration and Departments in strategizing and aligning
financial capacity with the City Council Strategic Plan. The long-term financial model serves as a
foundation for conversations regarding allocation of resources and project planning. The
forecasting model utilized will be conservatively objective to minimize the risk of being too
optimistic in forecasting revenue sources.
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The City of Snoqualmie will establish and maintain a high standard of accounting practices and
procedures. Accounting standards will conform to Generally Accepted Accounting Principles
(GAAP) as outlined by the Governmental Accounting Standards Board (GASB). Accounting
standards will reflect best practices recommended by the Government Finance Officers Association
(GFOA) and chart of accounts required by the Washington Office of the State Auditor (SAO) BARS
manual.

After each fiscal year, the City will prepare a Comprehensive-Annual Financial Report {EAER}-and
the Washington SAO will conduct an audlt ofthe Clty fmanaal transactlons, contract management
and lnternal control. A

10.1 Internal Control

The City Council, Mayor and Administration are responsible for ensuring and maintaining a system
of internal control to safeguard its assets against loss, check the accuracy and reliability of its
accounting data, promote operational efficiency, and encourage adherence to prescribed financial
procedures.

The Finance Director shall develop internal control processes orfinaneial- preceduresto ensure and
maintain a strong internal control function. Periodic updates and new recommended practices set
forward by the SAO and GFOA are communicated and addressed with the City Council. Any
weakness in internal control and accounting procedures shall be addressed immediately by the
Mayor, City Administrator or Finance Director so a timeline to remedy improvement can be
established.

10.2 Accounting Write-offs

The Finance Director shall make every effort to collect all receivables owed to the City and will
comply with Ch. 4.16 RCW regarding collection actions by local governments. The following is
criteria that must be met before a receivable is allowed for write-off:

e Standardized collection procedures have been exhausted

e A determination has been made that the debt is uncollectible or that further measures to
collect the debt are inappropriate and deemed to exceed the cost of collection

e The characteristics of the debt are such that write-off is appropriate - If funds are
uncollectible, the Finance Director mayshould determine for write offs to a bad debt
expenditure up to $5,000. City Council approval is required for balances above this
threshold and must accompany the write off to the bad debt expenditure.

e The reason for the write-off is documented adequately and is made available for audit.

10.3 Petty Cash and Bank Account Controls

The Finance Director shall establish processes for control and handling of petty cash funds, which
include investigative buy funds. The Finance Director will oversee and manage all City of
Snoqualmie Banking Accounts such as Imprest accounts, Claims accounts, and Payroll accounts

within finaneial procedures. Bank accounts will be reconciled monthly.

10.3 Capital Asset Threshold

Real property, titled vehicles and utility system components shall be considered capital assets. All
other property, with a value of $50,000 or more and a useful life of five years or more shall be
considered capital. For purposes of asset disposition and equipment replacement planning, the City
shall depreciate capital assets under a straight-line method, based on the asset useful life to a book
value of $1.00 or salvageable value.
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10.4 Inventory of Small and Attractive Items

Operating departments shall be responsible for conducting regular inventory of their small and
attractive items (i.e., cell phones, tablet, hand tools and power equipment) and submit a physical
inventory to the Finance Director. Asset managementandinventory procedures-are-definedin
finaneialprocedures.

10.5 Surplus Assets

The mayor mayshould administratively surplus non-public utility office equipment, computer
equipment, small tools, computer software and minor equipment with a value of less than $5,000.
Titled vehicles, real property, and any City property with a value of greater than $5,000 will be
surplused by the C1ty Counc1l by resolution. the—pmeess—ﬁe%s%phmﬂg—asse%sﬂs—deﬁﬂwd—m—ﬂmaﬂem

10.5.1 Surplus or Inter-Governmental Disposition of Public Utility Assets

As per Ch. 35.94.040 RCW, titled vehicles, real property, and equipment originally acquired
for public utility purposes and which are no longer required for providing continued public
utility service sayshould be surplused after a public hearing and subsequent City Council
resolution.

11.0 RISK MANAGEMENT

The City will periodically review its insurance options and coverage for each risk or hazard and
medical options to determine whether it is most cost effective to purchase commerecial insurance, to
fund a self-insurance program or to participate in a “pooled” self-insurance program with other
jurisdictions. Such a determination should consider the long-term financial obligations of such a
decision as well as the regular fluctuations in commercial insurance markets. Where the City
decides to self-insure a risk, the City shall fully fund the expected costs of those risks through
actuarial or other professional estimates of those costs.

12.0 PERFORMANCE MANAGEMENT

Placeholder for Performance Management and Performance Measurements when implemented

FINANCIAL MANAGEMENT POLICY ADOPTION

The City of Snoqualmie Financial Management Policy shall be adopted and amended by action of
the City Council. The Snoqualmie City Council shall review the policy periodically and any
modifications made thereto must be approved by the City Council.

Policy Approved on: Date TBD- Ordinance xxxxx

This policy replaces separate, previously adopted policies and/or procedures regarding revenue
management, procurement and contract management, fund reserves, purchasing or commercial
credit cards, asset management policies or any other policy regarding financial management and
financial procedures. Snoqualmie Municipal Code mayshould be repealed or updated accordingly.
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Reserved for Appendix

Snoqualmie Financial Management Policy — WIP version for August 29 and 30, 2022 F&AC / ;7 ~

Exhibit 5 - Proposed Financial Management Policy - WIP version as of 8-29-2022
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