Financial Policies

General Policies

1. The annual operating budget of the City of Miami Gardens, Florida, shall balance the
public service needs of the community with the fiscal capabilities of the City. It is
intended to achieve those goals and objectives established by the City Council for the
following fiscal year. Service programs will represent a balance of services, but with
special emphasis on the City public safety, quality of life, and compliance with various
state and federal mandates. Services shall be provided on a most cost effective basis. A
balance between personnel and other classes of expenditures will also be achieved.

2. The City recognizes that its citizens deserve a commitment from their local
government to fiscal responsibility, and that a balanced operating budget is the
cornerstone of fiscal responsibility. Annual operating expenditures (personal services,
contracts, commodities and supplies, and capital outlay) will be fiscally balanced with
revenues or income estimates that can reasonably and normally be projected to be
received during the fiscal year. New programs or changes in policies which would require
the expenditure of additional operating funds will either be funded through reductions in
existing programs of lower priority or through adjustments to fee rates, service charges,
or taxes.

3. Requests for new or changes to programs or policies will be accompanied by an
analysis of the short and long-term impact on the operational budget caused by such
changed or new program or policy. When possible, a standard format using this
procedure shall be routinely provided to the Council when requesting approval of each
new or changed program or policy.

4. New programs, services, or facilities shall be based on general citizen demand or need.

5. The City shall prepare and implement a Capital Improvement Budget (CIP), consistent
with state requirements, which shall schedule the funding and construction of projects for
a five-year period. The Capital Improvement Budget shall balance the needs for
improved public facilities, as identified in the City’s comprehensive plan, within the
fiscal capabilities and limitations of the City.

6. The City shall maintain its accounting records in accordance with generally accepted
accounting principles (GAAP), applied to governmental units as promulgated by the
Governmental Accounting Standards Board (GASB) and the Financial Accounting
Standards Board (FASB).
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7. The City shall provide funding for public services on a fair and equitable basis, and
shall not discriminate in providing such services on the base of race, sex, color, religion,
sexual orientation, national origin, physical handicap or other non-merit basis.

8. Budgets for all City Funds and all other City expenditures, shall be under City Council
appropriation control.

9. Inter-fund loans must be supported by a fiscally sound source of funds available for
repayment.

10. Copies of the tentative and final budgets shall be provided at the North Dade
Regional Public Library, posted on the City’s website, and shall be available for
inspection and copying at the office of the City Clerk. Copies of the tentative budget
shall be provided at no charge at all public hearings and workshops.

Balanced Budget

1. Balance Budget Requirement: The operating budget of the City of Miami Gardens
shall be balanced using current year revenues to finance current year expenditures. Fund
balances shall not normally be budgeted as a resource to support routine annual operating
expenses. Fund balances may be budgeted as a resource to support capital, debt, or
extraordinary major maintenance needs on a non-recurring basis, or as reserves to be
carried forward. Under ordinary economic conditions, the use of fund balance forward
should not exceed .25 mills equivalent.

2. Revenue projections will be based on an analysis of historical trends and reasonable
assumptions of future conditions.

3. Revenue estimates will be made on a reasonable conservative basis to ensure that
estimates are realized.

4. The operating budget will be prepared based on 95% of the certified taxable value of
the property tax roll revenues.

5. The City will not use long-term debt to finance expenditures required for operations.

6. As early as practical in each annual budgeting cycle, the City Council shall give
direction to staff as to the circumstances under which an ad valorem tax millage increase
would be considered. Normally, such direction should be given in conjunction with the
setting of a tentative budget calendar.

7. Fees should be collected on all City-provided services for which specific users may be
readily identified and use may be reasonably quantified. The amount of the fee should be
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based on actual costs incurred in providing the services (or facility), and shall be
reviewed at least biannually. The degree to which fees shall recover full costs shall be a
policy determination of the City Councill.

Funds and Fund Types

Government resources are allocated to and accounted for in individual funds based upon
the purpose for which they are to be spent and the means by which spending activities are
controlled. All Funds in Miami Gardens are appropriated. The various funds are grouped
within three broad categories as follows:

e Governmental Fund Types:

1. General Fund (01) - The General Fund is the general operating fund of
the City. It is used to account for all financial resources except those
required to be accounted for in another fund.

2. Special Revenue Funds (10s) — Special Revenue Funds are used to
account for the proceeds from specific revenue sources (other major
capital projects) that are legally restricted to expenditures for specified
purposes. The City currently has three special revenue funds as described
immediately below.

A. Transportation Fund (10) — The Transportation Fund is used to
account for the revenues the City receives fro the State-shared
local option gas funds, and other revenues designated for
transportation purposes. It is the operating fund for the City’s
Public Works Department.

B. State Housing Initiative Partnership Grant (SHIP) Fund (13) -
The State Housing Initiative Partnership Grant (SHIP) Fund is
used to account for revenues and expenditures of the City’s SHIP
Program.

C. Community Development Block Grant (CDBG) Fund (14) -
The Community Development Block Grant Fund is used to
account for revenues and expenditures of the City’s CDBG
Department. The City is an entitlement community under the U.S.
Department of housing and Urban Development (HUD).

D. Development Services Fund (15) — The Development Services
Fund is the accounting entity for the City’s Building, Planning and
Zoning Departments. The fund was established to capture a record
of fees and expenses oriented toward the building and development
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3.

industry to ensure that these service costs are largely recaptured by
the users.

E. Special Revenue Fund (16) — The Special Revenue Fund is used
to account for the proceeds from specific, earmarked revenues such
as impact fees and donations.

Capital Project Fund (30) — Capital Projects Funds are used to account
for financial resources to be used for the acquisition or construction of
major capital facilities (other than those financed by proprietary funds and
trust funds). The City’s Capital Project Fund was established with the FY
04-05 budget through a dedicated property tax transfer of $500,000 per
year into the fund. This fund serves as an operating fund for the
construction of various projects and will receive grants and other project-
oriented revenues.

Debt Service Funds - Debt Service Funds account for the accumulation
of resources for, and the payment of, principal, interest, and related costs
on general long term debt (other than those payable from the operations of
enterprise funds). The City currently has one debt service Fund.

Proprietary Fund Types:

1.

Internal Service Funds (55) — Internal Service Funds account for the
financing of goods or services provided by one department or agency to
other departments or agencies of the Board on a cost reimbursement basis.
The City has established a General Services Fund to better account for
certain internal transactions such as purchasing, fleet management,
information technology and city hall related expenditures such as space
and insurance; however, unlike true Internal Service Funds, this one is
consolidated with the General Fund at year end.

Enterprise Funds - Enterprise Funds are used to account for operations
that are financed and operated in a manner similar to private business
enterprises, where the intent of the governing body is that the costs of
providing goods or services to the general public on a continuing basis be
financed or recovered primarily through user charges; or where the
governing body has decided that periodic determination of revenues
earned, expenses incurred, and/or net income is appropriate for capital
maintenance, public policy, management control, accountability, or other
purposes. The City does not anticipate having any enterprise funds.

A. Stormwater Utility Fund (11) — The Stormwater Utility Fund
is used to account for revenues and expenditures related to the City’s
stormwater utility operation. Major revenues include the $4 per
month stormwater utility fee and grants.
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Major Operating Funds Relationship Chart
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To the layman or the uninitiated, municipal budgeting is at best
confusing. Conceptually it is similar to a group of unrelated businesses
that each has their own unique product, revenues and expenditures;
however, they may “buy” certain “services” from each other but must
pay for these services as would any business who, say hired another
company to do its payroll or maintenance.
Some of these relationships are mandated by law (i.e. gas taxes must go
into the Transportation Fund) while others are for convenience (i.e. KEY
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The concept that cities has one large pot of money that can be used for
anything is widely held but erroneous.

R LA L LR HULEREE | e—" .
55




Expenditure Policies

The City shall operate on a current funding basis. Expenditures shall be budgeted and
controlled so as not to exceed current revenues plus planned use of fund balance
accumulated through the prior years.

1.

The City Manager shall take immediate corrective actions if at any time
during the fiscal year expenditure and revenue re-estimates are such that an
operating deficit is projected at year-end. Expenditure deferrals into the
following fiscal year, short-term loans, or use of one-time revenue sources
shall be avoided.

The City manager shall undertake periodic staff and third party reviews of
City programs for both efficiency and effectiveness. Privatization and
contracting with other governmental agencies will be evaluated as alternatives
to service delivery. Programs that are determined to be inefficient and/or
ineffective shall be reduced in scope or eliminated.

The City shall make every effort to maximize any discounts offered by
creditors/vendors. Staff shall also use competitive bidding to attain the best
possible price on goods and services.

Normal maintenance requirements necessary to sustain the basic asset value
will be included in the budget of the proper operating fund.

Contractual obligations and compensation plans for employees will be
provided, including estimated pay-out amounts for accrued personal leave.

Capital for major improvements and automation of services will be based on
multiple-year planning and cost benefit analysis.

Working Capital Reserve - This reserve should be established in all operating
funds where emergencies may occur. The amount recommended is a
minimum of $50,000 to $250,000 depending on the size of the fund.

Each year, the risk manager shall prepare an estimate of amounts to be
budgeted for workers' compensation, self-insured, and malpractice claims.

Fund Balance Policy

Fund Balance is the excess of fund assets over liabilities. These unspent funds can be
included as revenue in the following year’s budget. It also represents the accumulated net
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resources of a Fund available for reservation, designation, or for appropriation. A
negative fund balance is sometimes referred to as a deficit. The City’s goal is to maintain
an unreserved general fund balance equal to 25% of annual budgeted general fund

expenditures.

1. Maintaining an adequate cash balance is essential. A minimum of 16% for major funds
based on individual funds’ needs or an amount equal to that necessary to avoid any
short-term borrowing from the fund pool; whichever is greater (based upon historical
analysis and projection).

2. The balances of each fund will be maintained by using a conservative approach in
estimating revenues and by ensuring that expenditures do not exceed the
appropriations.

3. Any anticipated deficit at year end, unless it can be eliminated from the cash flow
from operations within the first three months of the next fiscal year, will be provided
for in the current year's transfers.

4. All fund balance reserves should be appropriated into the succeeding year’s budget and
identified as “fund balance reserve.”

Specific Guidelines For Individual Funds

General Fund: It is the objective of the City to pay as great a portion of operating
expenses of the General Fund as possible from sources other than ad valorem taxes.
Only to the extent that non-ad valorem tax sources of revenue are inadequate to
support services at desired levels should ad valorem taxes be considered for an
increase. Service charges and fees for all general fund services will be analyzed to
ensure an appropriate proportional recovery of direct costs and overhead from
Proprietary Funds.

The annual operating budget of any enterprise or special revenue operating fund shall
pay the appropriate general fund operations for a portion of the cost of general
administrative departments and a payment-in-lieu-of taxes which will be computed on
the latest un-depreciated value as established in the latest C.A.F.R. Services charges,
rent, and fee structure will be established so as to ensure recovery of all costs for
these funds to the fullest extent possible, considering public benefit. All capital
projects and capital bonds shall pay a one-time 2 %% administrative fee to the
General Fund for administration and accounting for such project.

Internal Services Funds: Charges to departments for services rendered will be
sufficient to cover the total cost of performing services on an efficient basis. Lease
purchase or borrowing of funds will be considered appropriate as a means of
stabilizing capital outlay costs. Interest on such borrowings shall be paid by the using
department.
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Capital Asset Management Policies

Threshold: The City will capitalize all individual assets and infrastructure with a
cost of $5,000 or more and a life of 5 years or more (except computers at 3 years).
Asset categorization:

The City shall account for assets and infrastructure

meeting the minimum dollar and life thresholds in the following categories:

Infrastructure Accounting:

Land

Buildings

Improvements

Equipment

Infrastructure
o0 Roads
0 Stormwater system
o Sidewalks

Construction in progress

Pre-2003 valuations. Prior to the incorporation of the City in 2003,
the City has used the estimated historical cost method of valuation.

Method:

o0 The City determined the estimated cost of road

replacement by using the Florida Department of
Transportation Statistics Unit Prices and then
applied the US Bureau of Labor Statistics price
trend Information for asphalt, concrete, paving
mixtures and blocks weighted average deflator
index in determining the present value of the roads.

The Stormwater system estimated cost is based
upon the Florida Department of Transportation
Statistics Unit Prices and than applied the US
Bureau of Labor Statistics price trend Information
for storm sewer pipes and concrete pipes weighted
average deflator index in determining the present
value of the stormwater system.

The City determined the estimated cost of sidewalks
by using the Florida Department of Transportation
Statistics Unit Prices and then applied the US
Bureau of Labor Statistics price trend Information
for asphalt, concrete, paving mixtures and blocks
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weighted average deflator index in determining the
present value of the sidewalks.

o Capital Expenditure/Capital Outlay — Budget vs. GAAP (Generally Accepted
Accounting Principles). Only assets or infrastructure with a value over $5,000
will be budgeted as a capital item in the budget. Short lived assets which do not
meet the capital asset threshold will be budgeted as operational materials and
supplies.

= Deprecation Method: GASB (Governmental Accounting
Standards Board) Statement 34 requires governments to depreciate
capital assets with a defined estimated life.

= The City will use the straight line depreciation method.

= There will be no depreciation on land or other assets with an
indefinite life.

= Construction in progress projects are not subject to depreciation
until the projected is completed.

= Depreciation expense is not calculated on the salvage value (value
which the asset will not fall below).

o Capital Assets — Assets vs. Repair & Maintenance: GASB 34 requires that repair
and maintenance items are expenses rather than capitalized assets.

= The criteria determining whether an item is capitalized or expensed
is whether the service life of the assets will be extended.

= The City will adapt this definition and capital expenditures that
extend the life of the asset will be classified as capital assets.

o Estimated useful assets life: The estimated useful lives of the assets are based
on City experience and established projections reflected in the 5 year capital plan.
The useful life will be used when determining depreciation expense. The useful
lives are:

= Land - indefinite

= Buildings — 40 years

= |mprovements — 15 years

= Equipment :

Cars — 5 years

Trucks — 10 years

Equipment — 5 years
Computer equipment — 3 years.

O 00O
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= Infrastructure:
o Roads — 25 years
o Stormwater system — 50 years
o Sidewalks — 20 years

o Five year capital plan: The City prepares a 5 year capital plan which reports the
capital asset budget needs for the City.

o Fixed Asset Accounting. The City will comply with the standards established by
GASB 34 (Governmental Accounting Standards Board) and all subsequent
pronouncements with forth by GASB or its successor organization.

Capital Expenditures & Debt Policies

All Funds

Revenue: Revenue projections for the Capital Improvement Budget shall be based
on conservative assumptions of future earnings and bond market conditions.

Requirements: Capital projects shall be justified in relation to the applicable
elements of the City’s comprehensive plan or other requirements or needs.
Estimated requirements for capital projects shall include all costs reasonably
associated with the completion of the project. The impact of each project on the
operating revenues and requirements of the City shall be analyzed as required by
the general fiscal policy stated above.

Long Term Debt: Long term borrowing will not be used to finance current
operations or normal maintenance. A policy of full disclosure will be followed in all
financial reports and official statements for debt.

Medium_ Term Debt: Capital lease purchase methods, bonds, or other debt
instruments may be used as a medium-term (5 to 8 years) method of borrowing for
the financing of vehicles, other specialized types of equipment, or other capital
improvements. The equipment or improvement must have an expected life at least
equal to the years leased or financed. The City will determine and utilize the least
costly financing methods available and where practical, shall use an open bid
system for such financing. Such debt arrangements will be repaid within the
expected life of the equipment or improvement acquired.

Short Term Debt: Short-term borrowing may be utilized for temporary funding of
anticipated tax revenues; anticipated grant payments, anticipated bond proceeds, or
other expected revenues. Such debt should normally be made from pooled cash;
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however, in rare circumstances, it may be by the use of the line-of-credit at the
City’s depository or other financial institution, utilizing a short-term note maturing
before the end of the current appropriation period. Other short-term debt, such as
tax exempt commercial paper, bond anticipation notes, tax anticipation notes, or
grant anticipation notes, may be used when it provides immediate financing and an
interest advantage, or the advantage to delay long-term debt until market conditions
are more favorable. The City will determine and utilize the least costly method for
short term borrowing. Short-term debt may be refunded in accordance with
applicable federal laws. Anticipated funding is defined as an assured source with
the anticipated amount based on conservative estimates.

Specific Guidelines

1. General Capital Improvements: General capital improvements, or those
improvements not related to City-owned enterprises, shall be funded from general
operating fund revenues or fund balances, the sale of revenue or general obligation
bonds, and from special assessments and grants.

2. Pay-As-You-Go Capital Improvements: Pay-as-you-go capital improvements
shall be funded from general operating fund revenues or fund balances, state and
federal grants, special assessments, or other sources of revenue which may become
available to the City. Major capital projects related to the delivery of general public
services shall be paid from general purpose revenues.

3. Special Assessments: When special assessments are used for pay-as-you-go
general capital improvements where the City as a whole receives the benefit, the
interest rate charged will be established by the City consistent with state law.

4. Revenue Bond Debt Limit: Sale of revenue bonds shall be limited to that amount
which can be supported by user fees and other associated revenues. Revenue bond
coverage shall not be less than parity required coverage or as fixed in the approving
bond documents. While the City has no legal debt limit, it is the City’s policy that the
total net annual general revenue bond debt service should not exceed 15% of the total
net general purpose revenue and other funds available for such debt service. Net
annual debt service shall be gross annual debt service less estimated interest on debt
service reserve accounts and funds from other governmental units designated for
payment of such debt service.

5. Enterprise Capital Improvements: Enterprise revenue bond coverage shall not be
less than parity or the required coverage, whichever is greater.

6. Miscellaneous: The maximum of net bonded debt per capita shall be $800. The
maximum percentage of annual debt service to general expenditures shall be 10%.
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7. _Types of Debt Pledges: There are different types of debt available to finance the

City’s needs. They are as follows:

A.

General obligation bonds: These bonds are secured by ad valorem tax beyond
operating levels. All General Obligation Bond issuance must be approved by
voters through a referendum. The State of Florida limits the General
Obligation debt service not to exceed a tax of 2 mills.

Covenant to Budget and Appropriate: This is a pledge that the City will
consider making payment of debt service annually through budget process.

Special Revenue Bonds: These bonds are repaid by the pledge of specific
governmental revenue such as public service tax, gas tax or sales tax. This
bond requires that the revenue stream be used first to satisfy the bond
covenants and then used for other governmental purposes.

Special Assessment Bonds: This bond is secured by special assessments that
the City can levy. This include any improvements to streets, such as sidewalk
program, lighting program, traffic calming devices etc.

State Revolving Loan: This is a low interest loan offered by the State for
water, sewer and stormwater improvements. This loan is secured by user fees
charged by the jurisdiction.

7. Final Maturity: The following is the guideline and is not a mandatory schedule;

however, in no circumstances should the maturity of the loan be longer than the life
of the assets.

moaw»

Vehicles/Equipment: 3-5 years

Heavy Equipment such as loader, dump truck: 5-8 years
Building: 20 — 30 years

Infrastructure Improvement: 10 — 20 years

Land: 20-30 years

8. Debt Instruments: The Finance Director shall choose the best structure of debt

warranted by the market conditions and the project to be financed and recommend to
Council for approval. The City also has the option of participating in one of the many
pool bonds, where local government have joined together to issue debt to gain
economy of scale to reduce issuance costs and to obtain better interest rate.

A.

B.

Fixed Rate Bonds: Fixed rate bonds have the future principal and interest
payments scheduled until maturity from the time of issuance.

Variable Rate Notes: Variable rate notes are when the amount of interest paid

changes in reaction to market demands and investor’s preference. Variable
rate debt should be used for two purposes: (1) as an interim financing device
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(during construction periods) and (2) subject to limitations, as an integral
portion of a long-term strategy to lower the City’s effective cost of capital.
Under either circumstance, when the cycle of long-term rates moves down to
or near historic lows, consideration should be given to converting to a fixed
rate.

C. Line or Letters of Credit: When the use is considered prudent the City can
enter in agreements with local banks or other financial entities to acquire loans
or letters of credit that provide City access to funds under emergency
circumstances to fund temporary cash flow demands.

10. Measures of Future Flexibility: As the City addresses its needs at any one
period in time, the Mayor and City Council must be prepared to ensure the flexibility
to meet the present needs and challenges which face the community. Since neither
State law nor the City Charter provide any fixed limits on the amount of debt which
may be incurred (other than the requirement to have General Obligation debt
approved in advance by referendum), the following targets or limits are established to
ensure future flexibility. The following goals/targets are set to ensure the current and
future flexibility, and financial vitality of the City.

Description Ceilings

General Government Debt Service as a percentage non-ad valorem General

Fund expenditures
Debt Limit (net of General Obligation Bond) 10%
Goal/Target 8%
Weighted Average Maturity of Debt Programs:
Self Supportnig 10 years
Non self-supporting 15 years
Weighted Average Maturity of Internal Loan Program 5 years
General Governemnt Direct Debt per capita
Limit $800
Goal/Target $700

Annual Capital Projects Funding (paid as you go or debt service incurred)
from non-advalorem tax

Limit - mill 2.0
Goal/Target - mill 1.5
Unreserved Undesignated Fund Balance 25% of annual operating budget

11. Refunding Criteria: Periodic review of the City’s outstanding debt should be
undertaken to determine refunding opportunities. The City may issue refunding
bonds when advantageous, legally permissible, prudent, and when aggregate net
present value saving, expressed as a percentage of par amount for the refunding
bonds, with a target range of 3-5% or when the average annual savings are greater
than $10,000 per year.
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12. Monitoring, Reporting, Amendments and/or Exceptions: The Finance
Director shall monitor the actual results against the targets presented in this policy
and the report will include the following information, to the extent applicable:

A. Debt Program Targets and
B. Measures of Future Flexibility Targets;

From time to time, circumstances may suggest that an exception be approved to one or
more of the policy constraints established herein. Amendments and/or exceptions must
be submitted to the City Council and shall become effective only after approved by the
City Council. This Debt Management Policy will be submitted for ratification by the
City Council should economic circumstances arise.

Investment Policies

Scope

This investment policy applies to all financial assets of the City of Miami Gardens, which
are under the direct control of the City Council.

Investment Objectives

The following investment objectives will be applied in the management of the City’s
funds.

1. Safety of Capital - Safety of capital is regarded as the highest priority in the
handling of investments for the City. All other investment objectives are secondary to
the safety of capital. Each investment transaction shall seek to first ensure that capital
losses are avoided, whether they are from securities defaults or erosion of market
value. From time to time, securities may be traded for other similar securities to
improve yield, maturity, or credit risk. For these type transactions, a loss may be
incurred for accounting purposes, provided any of the following occurs with respect
to the replacement security:

a. Yield has been decreased;
b. Maturity has been reduced;

c. Quality of the investment has been improved.
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2. Liquidity - The City’s investment strategy will provide sufficient liquidity such
that cash flow requirements are met through the utilization of marketable securities
with structured maturities.

3. Yield - In investing public funds, the City will strive to maximize the return on the
portfolio but will avoid assuming unreasonable risk.

Standards of Care

1. Prudence and Ethical Standards — The “prudent person” standard shall be used
in the management of the overall investment portfolio. The prudent person standard is
herewith understood to mean the following: 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. Investment officers, or persons performing the
investment functions, acting as a “prudent person” in accordance with this written
policy and procedures, exercising due diligence and investments authorized by law,
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, as described in the internal control section of this policy, and appropriate
action is taken to control adverse developments.

2. Investment Authority - Responsibility for the administration of the investment
program is vested in the City Manager. The City Manager shall exercise this authority
and regulate the administration of the investment program through the Finance
Department. No person may engage in an investment transaction except as stated in
the internal controls section of the policy.

3. Ethics and Conflicts of Interest — The Mayor, City Council, City Manager, and
Finance Department employees involved in the investment process shall refrain from
personal business activity that could conflict with the proper execution and
management of the investment program, or that could impair their ability to make
impartial decisions. The above personnel shall disclose any material interests in
financial institutions with which they conduct business and any personal financial or
investment positions that could be related to the performance of the investment
portfolio. Investment related officers and personnel shall refrain from undertaking
personal investment transactions with the same individual with whom business is
conducted on behalf of their entity.
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Safekeeping And Custody

Authorized Investment Institutions and Broker/Dealers

Documented lists of the authorized financial institutions and broker/dealers
will be developed and maintained by the Finance Director and approved by
the City Manager. Broker/ dealers will consist of banks, regional firms, and
other recognizable firms in the general securities business. All such
institutions shall be on the State of Florida authorized institution list.
Evaluation criteria will include:

a. The institutional and broker qualification as they relate to both general
and specific product knowledge;

b. The technical support capabilities as well as the operations efficiency of
the organization;

c. The ability to provide value added services;

d. Pricing competitiveness based on the ability of the dealer to support both
the “bid” and “ask” side of various securities market instruments.

e. The financial strength and security of the company; and

f. Have a minimum capital of $10 million. Before engaging in investment
transactions with a financial institution or broker/dealer, the Finance
Director will have received from said a signed investment certification form
attesting that the individuals responsible for the City’s accounts have
reviewed the City’s investment policy and that they agree to undertake
reasonable efforts to preclude imprudent transactions involving the City’s
funds.

Time, practicality, and general business constraints limit the number of
investment relationships which can be managed on a regular basis. In most
cases, normal investment activity will be limited to no more than five
relationships. In all cases, investment relationships will consist of a
minimum of three institutions. If at any time the City Manager is
appropriately notified of any threat to the integrity of the investment
portfolio, proper security measures may be suggested and implemented, and
the clerk shall have the option to further restrict investment in selected
instruments, to conform to then present market conditions. Repurchase
agreements will be conducted through, and negotiated only with, qualified
public depository financial institutions and primary securities
broker/dealers. A written master repurchase agreement will be negotiated
with any institution with which the City, through the clerk, enters into a
specific repurchase agreement.
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Internal Controls

The City Manager shall exercise and monitor a set of internal controls which are
designed to protect the City’s funds and ensure proper accounting and reporting of
the securities transactions. Such internal controls shall consist of the following:

a.

All securities purchased or sold will be transferred only under the
“delivery versus payment” method to ensure that funds or securities
are not released until all criteria relating to the specific transactions are
met.

The City Manager is authorized to accept, on behalf of and in the name
of the City of Miami Gardens, bank trust receipts and/or confirmations
as evidence of actual delivery of the obligation or securities in return
for investment of funds. Trust receipts or confirmations shall fully
describe the various obligations or securities held. The receipt or
confirmation shall state that the investment is held in the name of the
City of Miami Gardens.

Written documentation and/or confirmation of telephone transactions
and wire transfers will be maintained.

There will be adequate separation of duties with clear delegation of
authority among investment personnel.

Custodial safekeeping shall be properly utilized.

Investment review and performance reporting, interim and annual,
shall be done by the Finance Director and reviewed by the City
Manager.

The Finance Director will promptly notify the City Manager of any
threat to the safety of the portfolio and proper security measures will
be suggested and implemented to conform to market conditions.

There will be an avoidance of bearer-form securities.

There will be no physical delivery of securities, except certificates of
deposit, which will be maintained in a safe in an approved financial

institution.

There will be a prohibition of collusion.

A wire transfer agreement with the custodial bank outlining the
various controls and security provisions for making and receiving wire
transfers shall be executed.
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1. Quarterly safekeeping account statements shall be maintained.

m. Transaction confirmations will be received from the financial
institution or securities dealer awarded the investment and maintained
as investment document.

n. Periodic training and educational opportunities will be provided and
made available concerning investments and related subjects for
appropriate personnel.

o. Investment activity will be performed by the Finance Director and
subsequently approved by the City Manager. In the absence of the
Finance Director, the Chief Staff Accountant responsible for
overseeing investment record keeping, will perform the investment
activity and obtain approval of the City Manager.

p.  The following personnel are designated by the City Manager as having
authority to initiate all investment activities.

1. Finance Director

2. Chief Staff Accountant responsible for overseeing investment
record keeping (if one is appointed).

Additional controls will be established in written policies and procedures by
the City Manager as needed.

The internal controls for investments receipts to the City Manager’s office
listing the specific instrument, par value, rate, maturity, and any other
pertinent information. In addition, the safekeeping institution shall send a
report on at least a quarterly basis listing all securities held in each
safekeeping account which shall be verified by the City Manager’s office.
All securities purchased by the City under this policy shall be purchased
using the “delivery versus payment” procedure. If it is ever determined to be
necessary to perform security transactions on a “free delivery” basis, or to
have securities held by the broker/dealer for a temporary period, the
approval of the Finance Director must be secured prior thereto and the
reason documented in writing.

Suitable And Authorized Investments

The City shall limit investments to:

1. Negotiable direct obligations of, or obligations the principal and interest
of which are unconditionally guaranteed by, and which carry the full faith
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and credit of, the United States Government and its agencies. Investments in
this category would include, but not be limited to, the following: United
States Treasury Bills, Notes and Bonds, and securities issued by the
Government National Mortgage Association (Ginnie Mae), and Federal
Housing Administration.

2. Fully collateralized United States Agency obligations which carry an
implied guarantee and the implied full faith and credit of the United States
Government. Investments in this category would include, but not be limited
to, the following: obligations of the Federal Home Loan Mortgage
Corporation (FHLMC) and the Federal National Mortgage Association
(FNMA)

3. Other United States Agency obligations which carry an implied guarantee
and the implied full faith and credit of the United States Government.
Investments in this category would include but not be limited to the
following: obligations of the Federal Farm Credit Bank, Federal National
Mortgage Association (Fannie Mae), Federal Home Loan Mortgage
Corporation (Freddie Mac), Student Loan Marketing Association (Sallie
Mae), Financial Assistance Corporation, and Federal Agriculture Mortgage
Corporation (Farmer Mac).

4. Permitted investments in the above listed agencies and instrumentalities
shall include bonds, debentures, notes, or other evidence of indebtedness
issued including mortgage pass-throughs, collateralized mortgage
obligations, adjustable rate securities, and adjustable rate mortgages.

5. Interest bearing savings accounts, money market accounts, certificates of
deposit, money market certificates, or time deposits constituting direct
obligations of any bank or savings and loan association certified as a
qualified public depository by the State.

6. Repurchase agreements collateralized by securities otherwise authorized
in paragraphs one to five.

7. State of Florida Local Government Surplus Funds Trust Fund.
8. Purchase of Tax Certificates. The City may invest in delinquent tax
certificates for property located in Miami Gardens within the following

guidelines:

a)  First year tax certificates must be purchased from the property
appraiser’s second tax certificate sale each year (18% fixed sale).

b) Second year certificates must be from those properties for which
the City holds the first year certificate.
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c¢)  The City shall not purchase any certificate on any property for
which there is a current homestead exemption and which is
currently occupied.

d) City staff shall review all properties from which a tax deed is
eligible and shall recommend to City Council those properties
that will serve a public purpose through community
redevelopment, parks and recreation, public infrastructure,
housing assistance potential, revenue generation or other such
purpose that City Council may deem appropriate.

e)  Prior to filing for a tax deed to any property, the City Council
must approve by Resolution the acquisition of such property.

9. The City Council of the City of Miami Gardens adopted a policy to
incorporate the State of Florida's "Protecting Florida's Investment Act,"
(Chapter 2007-88, Laws of Florida), prohibiting the investment of public
funds managed by the City in any "scrutinized companies" with active
business operations in Sudan or Iran, as listed by the State Board of
Administration (SBA) on a quarterly basis, in accordance with the
provisions of the Act

Bid Requirement

When purchasing or selling securities, the Finance Director, or his designated
staff, will obtain competitive bids or offerings from at least three dealers, except
in situations where:

1. The security involved is a “new original issue” and can be purchased at
par prior to issue date, or “at the window” at date of sale;

2. The security involved is available through direct issue or private
placement;

3. The security involved is of particular special interest to the entity and
dealer competition could have an adverse impact with respect to the price
and availability to the entity.

Reporting

For any investment other than the State Board of Administration (SBA), the
Finance Director shall generate monthly reports for management purposes. In
addition, he/she shall submit an annual report for submission to the Council,
which presents the City’s portfolio by type of investment, book value, income
earned, and market value as of the report date.
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Investment Parameters

1. Liquidity Requirements - To meet the day to day operating need of the
City and to provide the ready cash to meet unforeseen temporary cash
requirements, a liquidity base of approximately two months of anticipated
disbursements, excluding bond construction payments made from escrow or
trust accounts, will be kept in relatively short term investments. These would
include State of Florida Local Government Surplus Funds, Trust Fund,
Discount Notes, Repurchase Agreements.

2. Portfolio Composition; Risk and Diversification - Prudent investing
necessitates that the portfolio be diversified as to instruments and dealers. The
following limits are hereby established to serve as guidelines for
diversification by instrument. These guidelines may be revised by the City
Manager for special circumstances.

Local Government Surplus Funds Trust Fund 100%
United States Treasury Bills/Notes/Bonds 75%
Other United States Government Agencies 75%
Repurchase Agreements 35%

Certificates of Deposit 10%

Collateralized Mortgage Obligations 10%

3. Performance Standard - The City seeks to optimize return on investments
within the constraints of safety and liquidity. The investment portfolio shall be
designed with the annual objective of exceeding by 25 basis points above the
weighted average return earned on investments held the State Board of
Administration.

Budget Policies

Budgetary Practices and Basis of Budgeting

Balanced Budget — A budgetary state in which planned expenditures equal
anticipated revenues. In Florida, it is a requirement that all governmental
operating budgets submitted and approved, must be balanced without borrowing.

A. Operating Budget Practices: Each department and division prepares its
own budget for review by the City Manager. The budget is approved in the form
of an appropriations ordinance after the Mayor and Council have conducted
advertised public hearings. The Operating Budget is adopted at the Fund level.
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During the year, it is the responsibility of the City Manager to administer the
budget. The legal control, which the budget ordinance establishes over spending,
is set up under Generally Accepted Accounting Principles. The City Manager has
the authority to transfer budgeted amounts between departments within any Fund,
but changes in the total appropriations level for any given Fund can only be
enacted by the Mayor and Council through an amendment to the current
appropriations ordinance, except for prior year encumbrances carried-forward,
grants, reimbursements and bond proceeds, which the City Manager may
appropriate to the appropriate fund without further Council action.

The City will adopt an annual General Fund budget in which expenditures, net of
pay-as-you-go capital project contributions, do not exceed projected revenues. As
a management policy, budgetary control is maintained in the General and the
Special Revenue Funds at the program level by the encumbrance of estimated
purchase amounts prior to the release of purchase orders to vendors. Purchase
orders which result in overruns of balances are not processed (locked out of the
computer system) until sufficient appropriations are made available through
approved intrafund transfers. By FY 2008, a six-year projection of revenues and
expenditures for the General, Enterprise, and Special Revenue Funds will be
prepared each fiscal year to provide strategic perspective to each annual budget
process.

The City Manager is authorized by the City’s adopted purchasing ordinance, to
expend certain amounts without further action by City Council. The Manager is
authorized to expend up to $10,000 without bidding; however, the City Manager
has established a staff policy that generally requires multiple quotes for such
purchases. Authorization to approve purchase orders under this amount has been
delegated to the Assistant City Managers. Purchases between $10,000 and
$25,000 can be authorized by the City Manager subject to the securing of at least
three (3) written quotes. Purchases between $25,000 and $50,000 can be
authorized by the City Manager after a formal, sealed bidding process. Such
purchases are reported after the fact to City Council in a monthly report. All
purchases over $50,000 must be approved by City Council.

B. Basis of Accounting and Budgeting: The basis for budgeting is the same
as the basis for accounting. Budgets for General, Special Revenue, Capital
Projects, and Debt Service Funds are adopted on a basis consistent with Generally
Accepted Accounting Principles. Accordingly, all Governmental Fund budgets
are presented on the modified accrual basis as well as the “current resources
measurement focus.” Under this method of accounting, revenue is recorded when
susceptible to accrual, such as when measurable and available for the funding of
current appropriations. The Governmental Funds are the General Fund, the
Special Revenue Funds, the Capital Projects Fund, and the Debt Service Fund.
Enterprise Fund budgets are presented on the full accrual basis as well as “the
economic resources measurement focus”. Under this method of accounting,
revenues are recognized when earned, as billed and unbilled, and expenditures are
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recorded when incurred. The City has only one Enterprise Fund, the Stormwater
Fund. See the Fund Summaries Budget Detail sections for detailed information on
the Fund descriptions.

C. Capital Improvements Program Practices: Along with the operating
budget, the City Manager submits a Capital Improvements Program (CIP) to the
Mayor and Council. This document provides for improvements to the City's
public facilities for the ensuing fiscal year and five years thereafter. The first year
of the plan establishes a capital budget for the new fiscal year. The remaining five
years serve as a guide for use in determining probable future debt issuance needs
and operating cost impacts. The Capital Budget is adopted at the Fund level. CIP
expenditures are accounted for in the Capital Projects Fund or the Enterprise
Funds, as appropriate, and are funded by a variety of sources. The City strives to
maintain a reasonable balance between "pay-as-you-go" financing and bond
financing for its capital improvements in order to maintain debt within prudent
limits. Although the City recently issued two bond issues, and is anticipating an
additional issue in FY 2008, it has not received a bond rating from any New York
based rating firm due to our short existence. The City will seek such a rating by
2009 or 2010.

Other Budget Policies

1. Formal budgetary integration is employed as a management control device during
the year for all funds.

2. All fund budgets are adopted on a basis consistent with generally accepted
accounting principles (GAAP).

3. Florida Statutes provide that expenditures in excess of those total fund budgets are
unlawful.

4. Unused appropriations lapse at the end of each fiscal year. Such unexpended

funds may be retained in the appropriate fund’s reserve or budgeted for the
subsequent fiscal year.

Budget Amendments

Budget Amendments

The City adopts the annual budget at the Fund level. Budget amendments are required
when it is necessary to move funds between budgeted funds, to create new funds, or to
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appropriate funds from fund balance. Generally, budget amendments are done once or
twice each year.

Internal Budget Adjustments (Budget Transfers)

General

Budget adjustments are designed to give the City Manager a degree of flexibility in
his/her budgetary administration. They may generally be approved for one of four
reasons. First, a budgetary mistake may have been made in the approved budget. Because
the budget cycle must begin so early in the year, it is very easy to overlook certain items
which should have been included, or to over and/or underestimate the expenses or need
for certain other items. A second reason for which transfers should be approved is
emergency purchases. In many instances, equipment, supply, or maintenance costs must
be incurred at a higher level than could have been anticipated due to a breakdown of
equipment, the assumption of a new service, or unusually large contract prices.

A third reason for an amendment is an avoidance of future cost increases. Such
opportunities often arise when a certain product or service can be purchased at a certain
time rather than putting off the purchase until a later date.

Finally, a municipal organization needs to be dynamic to respond to change. Often this
requires moving funds form one area to another.

Budget adjustments exist for very specific reasons, as noted above and should not be used
to balance an organization’s budget each month. Operating within one’s available
budgetary resources is a managerial responsibility, and one which should be taken very
seriously. While the approved budget is only a plan and can be changed as circumstances
change; it should be adhered to as closely as possible. The budget should contain a
reasonable working capital reserve account in each Fund to meet unexpected needs.

When needs are less than originally anticipated or should prices come in lower than
budgeted, excess funds should accrue as savings to the City. They should not be
considered as available dollars for additional expenditures beyond the appropriation level
contained in the approved budget without specific justification. These accrued savings
become fund balance reserve or cash forward in the next year’s budget, a valuable
revenue in maintaining service levels and avoiding tax rate increases. The more that can
be accrued in one year, the easier the budget process will be the next year.

Capital equipment item funds are budgeted for in the annual budget; however, as needs
change, individual items are not specifically approved in the budget. Additional capital
equipment needs can be purchased if funds are available. First, if the amount does not
exceed $10,000, and if the requesting party has the funds available, then the Department
Head can approve the purchase. If the individual item or systems exceed $10,000 but do
not exceed $50,000, and if the requesting party has funds available, then the City
Manager can approve the purchase after following approved purchasing procedures.
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Individual items or systems over $50,000 require City Council approval with justification
of fund availability whether from the adopted budget or the appropriate reserve.

Encumbrances

Encumbrances represent commitments related to unperformed contracts for goods or
services. Encumbrance accounting, under which purchase orders, contracts, and other
commitments for the expenditure of resources are recorded in order to reserve that
portion of the applicable appropriation, is utilized in the governmental funds.

Policies

5.

The City Manager is authorized to make budgetary transfers, limited to line item
allocations within a single fund, including apportioning budgets within funds to
line items in the Chart of Accounts for the City. Said authority includes the
authority to correct inter-programmatic budgeting and accounting allocations. The
budgetary level of control is at the fund level.

The City Manager has the authority to adjust the adopted budget to correct
scrivener’s errors.

. A receipt of revenue from a source not anticipated in the budget and received for a

particular purpose including, but not limited to, grants, donations, gifts, or
reimbursement for damages, may be appropriated by the City Manager and
expenditures provided for in the budget.

The City Manager is hereby authorized to create a suspension reserve account in
each fund and, further, authorized to transfer funds across appropriation centers
into said accounts.

Accounting, Auditing & Financial Reporting

The City’s accounting and financial reporting systems will be maintained in
conformance with Generally Accepted Accounting Principles (GAAP) and the
standards set by the Governmental Accounting Standards Board (GASB) and
the Government Finance Officers Association (GFOA).

An independent public accounting firm will perform an annual audit. The
auditor’s opinion will be included with the City’s published Comprehensive
Annual Financial Report (CAFR).

The City’s CAFR will be submitted to the GFOA Certification of
Achievement for Excellence in Financial reporting Program. The financial
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report should be in conformity with GAAP, demonstrate compliance with
finance related legal and contractual provisions provide full disclosure of all
financial activities and related matters, and minimize ambiguities and
potentials for misleading inference.

The City’s budget will be submitted to the GFOA Distinguished Budget
Presentation Program. The budget should satisfy criteria as a financial and
programmatic policy document, as a comprehensive financial plan, as an
operations guide for all organizational units and as a communications device
for all significant budgetary issues, trends, and resources.

The Finance Department will also prepare, in conjunction with the release of
the CAFR, the “Popular Annual Financial Report” which is a condensed and
easy to read version of the annual CAFR. This document will be provided to
residents so that they can easily understand how the City is using their funds.
This document will also be submitted to the GFOA committee in order to
receive their award.

Financial systems will be maintained to monitor revenues, expenditures, and
program performance on an ongoing basis.

Monthly budget reports shall be prepared and presented to the City Council on
a timely basis.

The Finance Department will also prepare, in conjunction with the release of
the CAFR, an annual “Financial Trends Report” and presented to the City
Council on a timely basis.

Prepare and present regular reports that analyze, evaluate, and forecast the City’s financial

performance and economic conditions.
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