PURPOSE
OF SECTION

The purpose of this section is to describe long term policies of
the County which are related to the annual budget process.
Policy mandates from the Federal Government and the State of

Arizona that impact the County’s annual budget process are also
summarized.

The policies and mandates are grouped

into five major
categories:

1) Finance and Accounting,
2) Budget,

3) Housing,

4) Personnel and
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POLICIES AND MANDATES

FLOW OF
POLICY SETTING

The following chart illustrates the ground work to initiate a
routine analysis of the County’s policies and procedure
management to provide assurance that the County’s Policies
address both defined and undiscovered problems and issues:
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FINANCE &
ACCOUNTING

STANDARDS COMPLIANCE: The accounting policies of the
County conform to Generally Accepted Accounting Principles
(GAAP) applicable to governmental agencies as adopted by the
Governmental Accounting Standards Board (GASB). The County
implements GASB pronouncements as they are adopted and
required.

FUND ACCOUNTING: The County maintains accounts in
accordance to the principals of fund accounting to ensure that
limitations and restrictions on the County’s available resources
are observed and adhered to. Fund accounting classifies
resources into funds with respect to the intended activities or
objectives specified by those resources for accounting controls
and financial reporting purposes. Each fund is an independent
fiscal and accounting entity, and its operations are accounted for
in a separate set of self-balancing accounts that comprise
assets, liabilities, fund equity, revenues, and expenditures or
expenses.

There is no limit to the number of funds that a government may
establish and maintain for accounting and financial reporting. A
general guideline is to use the smallest number of funds
possible, yet be consistent with each circumstance and reporting
needs.

E-40

FUND STRUCTURE: A description of the fund categories used
by the County for budgetary purposes follows:

Governmental Funds: These funds are used to account for all
of the County’s expendable financial resources, except for those
reported in the Internal Service funds. The measurement focus
is on determination of financial position rather than determination
of income. The modified accrual basis of accounting is used for
these funds.

% The General Fund is the primary operating fund. It accounts
for all financial resources of the County, except for those that
are required, either by rule of statute or Generally Accepted
Accounting Principles (GAAP), to be accounted for
elsewhere, or chosen to do so for internal tracking purposes.

« Special Revenue Funds account for unique revenue
sources that are legally restricted by statute, ordinance, or
other specific requirements to finance specific functions or
activities.

« Debt Service Funds are used to account for the resources
that are accumulated for the payment of interest, principal,
and related costs on general long-term debt, special
assessments, and capital leases. This fund type is not used
to account for the outstanding debt itself; that is maintained
in the government-wide statements.

% Capital Projects Funds account for the acquisition and
construction of major capital activities, and establishes a
separate fund for each major individual construction project
or revenue source. The majority of these fund compositions
has similar imposed restrictions to that of the Special
Revenue Funds, but due to their capital nature are
accounted for as Capital Project Funds.
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(CONTINUED)

FUND STRUCTURE (Concluded):

Enterprise Funds are entirely or predominantly self-supporting.
These funds account for government services that are rendered
to the public on a fee basis, which resembles the private sector.
Measurement focus is on determination of income and financial
position. The full accrual basis of accounting is used for these
funds.

Internal Service Funds are used to account for the County’s
ongoing activities that can be viewed as similar to the private
sector. Measurement focus is on determination of income,
financial position, and changes in financial position. The full
accrual basis of accounting is used for these funds.

A detailed description of each fund is located in the Fund
Descriptions section of this budget document.

POLICIES AND MANDATES
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CASH AND FUND BALANCES: The County maintains a
Cash and Fund Balance policy in the General Fund, all Special
Districts and other specific funds in order to:

« Meet liquidity requirements for current and long-term
obligations

Manage unexpected revenue shortfalls

Accept reasonable uninsured risks, when advantageous
Provide for unanticipated contingencies and emergencies
Provide for long-term budget and tax stabilization

Loan to other funds at reasonable interest rates, when
necessary

Retain only such cash and fund balance levels that are
needed to accomplish the above objectives
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The County Administrator and Financial Services Director are
responsible for annually determining the level of cash and fund
balances required to avoid borrowing for cash flow purposes
during the fiscal year. The formula and methodology used to
determine this is subject to review by the Board of
Supervisors.

Additionally, an emergency reserve above the determined
required amount is maintained. The purpose of the reserve
amount is to allow the County to address unanticipated
situations affecting any County operation, while offering some
assurance that sufficient funds will be on hand for normal cash
flow purposes.

The cash contingency and reserves may only be expended
upon approval of the Board of Supervisors.

In the event a fund has attained a balance in excess of the
balance requirements, those excess funds shall be budgeted
for use in the next fiscal year only for nonrecurring
expenditures, generally capital in nature.
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DEBT MANAGEMENT: The County’s Debt policy addresses
debt which is defined for legal purposes by the State as well
as other instruments which have characteristics similar to
legally defined debt. All potential funding sources should be
evaluated before deciding upon a particular method of
financing. Sources of funding may include, but not limited to:
current revenue and fund balances; intergovernmental grants
from federal, state, or other sources; state revolving funds or
loan pools; private sector contributions through impact fees or
public / private partnerships; and operating leases as well as
the types of debt financing described below.

Long-term debt is debt with maturities that exceed one year.
The County may use the following types of long-term debt
financing:
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General obligation bonds

Revenue bonds

Assessment bonds

Improvement bonds

Excess tax obligations (pending review)
Certificates of participation

State or Federal loan agreements
Lease agreements
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No long-term debt is issued until after the Board of
Supervisors and the County Management have reviewed an
analysis showing:

1) The debt can be assumed and serviced without negatively
affecting the ability of the entity to properly maintain
operations throughout the life of the debt,

2) That adequate resources will be available to maintain any
improvements funded by the issuance of the debt. Included
in such analysis shall be discussion of debt ratio standards
and debt service coverage ratios.

Authority to incur long-term debt is restricted to the Board of
Supervisors, except that such debt may also be authorized by
the voters of Yuma County. The following outlines the
County’s long-term debt practices:

Use of Financing Specialists: Consideration of long term
financing should be accomplished with consultants who are
experienced local government financial advisors and bond
counsel. Part of the responsibility of these experts is to
provide the Board of Supervisors and County Management
with options and recommendations relative to the structuring
of long-term debt.

Selection of Professional Services: The County secures
professional services that are required to develop and
implement the County’s debt program. Professional services
the County may require include those of bond counsel,
financial advisor, managing underwriters, credit agencies,
escrow agents, trustees, printers, and others. These services
will be procured when in the best interest of the County by a
competitive selection process.
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DEBT MANAGEMENT (Continued):

Method of Sale: Debt issues of the County may be sold by
competitive, negotiated, or private placement sale methods
unless otherwise limited by State law. The selected method
of sale will be the option which is expected to result in the
lowest cost and most favorable terms given the financial
structure used, market conditions, and prior experience. The
County will use the competitive sale method unless there are
compelling reasons which indicate that a negotiated sale or
private placement would have a more favorable result due to
prevailing conditions in the current market.

Bond Insurance: This is an insurance policy purchased by
an issuer or an underwriter for either an entire issue or
specific maturities. It will guarantee the payment of principal
and interest, which in turn provides a higher credit rating and
thus a lower borrowing cost for an issuer. The bond insurance
company should be chosen through a competitive process.
The basis for evaluating interested companies should be an
estimate of the greatest net present value insurance benefit
(present value of debt service savings less insurance
premium).

POLICIES AND MANDATES
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Arbitrage Liability Management: The County’s Financial
Services Director shall maintain a system of record keeping
and reporting to meet the arbitrage rebate compliance
requirements of the federal tax code. This includes tracking
investment earnings on bond proceeds, using outside experts
to assist in calculating rebate payments, preparing returns, and
making payments in a timely manner in order to preserve the
tax exempt status of the County’s outstanding debt issues. The
County will structure its financing in such a way as to reduce or
eliminate future arbitrage rebate liability wherever feasible and
to insure that appropriate rebates of earnings in excess of
established arbitrage limits are made in a timely way.

Maturing Structures: Repayment schedules should not
extend beyond the economic life of the project or equipment
financed.

Short-Term Debt:
12 months.
are:

Debt for which maturity does not exceeds
Examples of appropriate use of short-term debt

Interfund loans — used to deal with temporary cash shortages
in special revenue funds, primarily grant reimbursement
agreements.

Temporary cash shortages for routine operations — used to
meet the routine operating expenses in the event of a
temporary cash flow shortage is present due to the timing of
tax receipts or other expected revenues.

Natural disasters or extraordinary emergencies — in the event
the County may be required to borrow funds to cover expenses
resulting from natural disasters or extraordinary emergencies.
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DEBT MANAGEMENT (Concluded):

Revolving Line of Credit: The County's revolving line of
credit is as established in Arizona Revised Statute 11-604.01.
Per Statute it shall not exceed 45% of non-restricted operating
revenue received the prior year. This line of credit may be
used to facilitate the County’s purchase of goods and services
for which budget authority has been provided by the Board of
Supervisors.

Credit Purchases: Refers to credit and purchase card
obligations that are typically extended directly by vendors
(store credit). These credit purchases are used to facilitate the
County’s purchase of goods and services for which budget
authority has been provided by the Board of Supervisors. The
County’s departments may incur these obligations when
adhering to the established 1) Purchasing, 2) Credit Card, 3)
Professional Services procurement policies.

The County’s Comprehensive Annual Financial Report (CAFR)
and Annual Budget describe the County’'s debt obligations.
The County’s goal is to maintain or improve its bond rating, to
that end, prudent financial management policies will be
adhered to in all areas. The Debt Management Policy should
be reviewed annually and the County’s Financial Services
Director is authorized to issue additional statements as
necessary to clarify this policy.
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INDIRECT COSTS: It is the Board of Supervisors’ policy to

recover from all qualified funds, costs incurred by the General
Fund for services provided by central services departments of

the County. Allocation is permitted by law under OMB
Circular A-87, “Cost principles for State and Local
Governments”.

TIME OF ADOPTION:  Arizona Revised Statutes (A.R.S.)
requires the County to prepare and adopt a balanced budget
annually for each individual governmental-type fund.
Traditionally, the Board of Supervisors approves operating
budgets before the third Monday in July to allow sufficient
time for the legal announcements and hearings required for
the adoption of the property tax levy on or before the third
Monday in August.




BUDGET

BUDGETARY BASIS: The County prepares its budget with
the accounting principles consistent with its financial reporting
methods for all funds (except for Depreciation and
Compensated Absences).

For governmental-type funds the modified accrual basis of
accounting is used. Revenues are recognized when available
and measurable. Expenditure accruals and liabilities
outstanding for goods or services received on or prior to but are
unpaid at June 30, are set up to 60 days after the fiscal year
end. All open encumbrance’s lapse at fiscal year end.

For business-type funds the full accrual basis of accounting is
used. Revenues are recorded when earned and expenses are
recorded at the time liabilities are incurred, regardless of when
the related cash flow takes place.

The budget consists of all funds subject to appropriation.
Fiduciary funds appear in the County’s financial statements, but
are not described in the budget.

The County’s basis of budgeting is identical to its basis of
accounting for all fund types with the exception that the budget
splits reserves and contingencies into different categories
where it is only considered one category for accounting
purposes. The County does not budget Trust and Agency
funds.

POLICIES AND MANDATES
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BALANCED BUDGET: Arizona law (Title 42 of Arizona
Revised Statutes) generally requires the Board of Supervisors
to adopt a balanced budget annually. The primary property
tax levy, when added to all other available resources, must
equal the County’s estimated expenditures. In addition to
complying with this mandate, the formula used to implement
the County’s cash balance policy protects the County from
adopting budgets that will result in structural deficits in future
years.

EXPENDITURE LIMITATIONS: Article IX, Section 20.1 of the
Arizona State Constitution sets limits on County’s budget
capacity. This limitation applies to all Arizona cities and
counties.  Generally, the Board of Supervisors cannot
authorize expenditures of local revenues in excess of the
expenditure limitations determined annually by the Arizona
Economic Estimates Commission.

The limitation is based on the County’s actual expenditures in
1979-1980, adjusted to reflect subsequent inflation and
population growth. Not subject to this limit are items such as
bond proceeds, related debt service, interest earnings, special
voter approved districts, certain highway user funds, federal
funds, monies received pursuant to intergovernmental
agreements, and State grants used for specific purposes.

Constitutional Expenditure Limit $ 86,315,901
Adopted Budget (Net of Exclusions) 70,564,863
Amount below the Constitutional Limit $ 15,751,038
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PROPERTY TAX LIMITATION: The Arizona Constitution and
State law specify a property tax levy limitation system. The
system consists of two categories of levy; a limited levy known
as the primary property tax levy and a number of unlimited
levies referred to as secondary property tax levies.

Primary property tax levy: There is a strict limitation on how
much a County can levy as a primary property tax. ARS 42-
17051 states this levy shall be limited to an increase of 2%
over the prior year's maximum allowable primary levy, plus
increases due to a net gain in property not taxed the previous
year (new construction). Even if the County does not adopt the
maximum allowable primary levy from year to year, the 2%
allowable increase will be based on the prior year's maximum
allowable primary levy. The 2% increase applies to all taxable
property.

Secondary property tax levy: The County levies three
secondary property taxes: (1) Flood Control District, (2) Library
District Operations and (3) Library Districts Bond Repayments.
The County also has 161 Improvement Districts that contain a
secondary tax levy to pay for specific improvements and
maintenance that benefited those specific developments.

Not only is the dollar amount of the secondary property tax levy
unlimited, the actual full cash value of property that is used to
determine the tax rate will be subject to changes in market
value without a cap, unlike the primary tax levy which uses a
legislated controlled assessment system.
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BUDGET MONITORING: The County’s administration
monitors the County’s budget at various levels. Generally, the
General and Special revenue funds are monitored at the
categorical level (Personnel, Supplies and Services, and
Capital Outlay). Debt and Internal Service funds are monitored
at the fund level; and Capital Project funds are monitored by
individual projects.

If permitted under ARS 42-17, budgets are modified
throughout the fiscal year as unforeseen expenditures arise or
anticipated resources dissipate.

APPROPRIATION TRANSFERS: The Board of Supervisors
has established levels of approval authority relating to transfers
of appropriations made in the annual budget.

For transfers between funds, except as listed below, Board of
Supervisors approval is required.

For transfers between departments in the same fund, the
County Administrator may transfer amounts up to $20,000
between mutually requesting departments without Board
approval. Transfers exceeding $20,000 in the same fund may
be approved by the County Administrator if the amounts are
used for the purposes originally approved by the Board of
Supervisors. The County Administrator can make no transfers
from the Contingency or Operating Reserve accounts without
Board approval.

For transfers between line items within the same department
and fund, department heads may make any line item transfers
within their respective budgets. The exceptions are that
transfers from personnel and capital outlay need Board
approval.

For transfers between capital improvement projects, the County
Administrator may transfer amounts up to $20,000 between
projects in the same capital projects fund without Board
approval. The County Administrator can make no transfers
from capital reserve accounts without Board approval.
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RANKING OF DEPARTMENT REQUESTS: To provide a level
of confidence to County residents and the Board of Supervisors,
the Budget Review Team assures that the Budget is based on
fair assessments from all departmental requests. The Budget
Review Team prioritizes all department budget requests for the
County, taken as a whole.

The methodology used to create the priority ranking, evaluates
each request against a uniform set of criteria. The criteria used
to score and rank all department requests with impacts on the
general fund are as follows:

+ Strategic Plan (15) — does the request directly address a
County Strategic Plan’s Goal and Objective or a Strategy;
the strength of addressing those goals, objectives and
strategies and the consistency with the County’s current
direction?

+ Cost (15) - The associated costs over a three fiscal year
period.

« Return on Investment (20) — does the request directly
address an increase in productivity; creation of new revenue
generation; or potential future cost-avoidance?

+» Documentation of Resources Needed (15) — documentation
of the resources needed and how the resources are to be
accounted for?

+ Documentation of Results Expected (15) — documentation of
the results expected.

% Regulatory Compliance (20) - is the requested item
necessary to achieve or maintain compliance with statutory
regulation?

POLICIES AND MANDATES

E-47

RANKING OF DEPARTMENT REQUESTS (Concluded):

Once all of the requests are rated and evaluated, they are
placed into a table arrayed from the highest to lowest total
rating. A cut-off line is drawn. This line is established based on
the amount of available resources; distinguished by requests
that are both on-going and one-time in nature. Requests
appearing above the line are included in the Recommended
Budget.

I . T

PERSONNEL

EMPLOYEE COMPENSATION:

Pay for Performance. The Board of Supervisors has adopted a
performance based salary adjustment policy applicable to the
County’s Regular Step Pay Plan for employees. This policy
anticipates a certain percentage (%) of payroll being set aside
annually to be used by department heads to award meritorious
work performance by employees. For budget year 2014
administration has recommended a modified pay for
performance compensation increase based on years of service
and performance.

Step Based Merit Plan. The Board of Supervisors funds
salaries for Superior Court employees via a traditional step-
based merit plan.

Market Based Compensation. It is the Board of Supervisors’
policy to maintain employee salaries at a level that is
competitive in the market place.
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HOUSING
ASSISTANCE

The Board of Supervisors will administer housing assistance
programs to the extent resources are provided by the State
and Federal government.

7 N

PLANNING

CAPITAL IMPROVEMENTS PLAN: The Board of
Supervisors annually adopts a 5 year Capital Improvements
Plan (CIP) in conjunction with its adoption of an annual
budget. The first year of the Capital Improvements Plan
consists of those projects for which the Board appropriates
funds. The projects identified in the 4 outlying years are to be
considered projects that are scheduled to be implemented,
but are subject to future appropriation decisions by the Board.

COMPREHENSIVE PLAN: It is the policy to maintain a
long term Comprehensive Plan (also known as a General
Plan) in conformance with Arizona State law. The Plan has a
10 year planning period and focuses on describing the
desired physical development of the County. The complete
plan is available from the County’s Department of
Development Services and through its web site:
(http://www.yumacountyaz.gov/index.aspx?page=1037.)
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The goal statements include policies or expectations that are
in-place and on-going as well as ones that will be undertaken
within the next two years. Many of the goal statements listed
do not require specific budget increases: they are things that
can be accommodated by adjusting the existing workload of
the department, or can be accomplished by the private sector
at the time of their submittal of specific projects for approval.

Land Use Goals:
Encourage Agricultural & Rural Sustainability.
Protect Existing Rural & Scenic Landscapes
Maintain Land Use Compatibility
Encourage Mixed Use Developments
To Protect Unique Assets
Promote Land Use Designations, Uses and Plans That
Minimize Impacts to the Yuma International Airport and
Military Installations
Open Space & Recreational Resources Goals:
M Strengthen the Scope of the Yuma County Parks and
Recreation Department
M Expand Yuma County Parks and Recreation Department
Resources
M Advocate Open Space and Recreational
Development
Circulation Goals:
M Support Existing Transportation & Aviation Plans
M Consider means of eliminating or limiting future airfield
encroachment
M Improve the overall transportation level of service
M Support fiscal responsibility by investigating alternative
funding sources including fair share payments from the
development community

Environmental Goals:

Minimize Air Pollutants Generated by All Sources

Minimize Adverse Effects of Noise Pollution

Map Environmental Constraints

Support Existing Water Resource Plans & Programs
Protect the Long Term Availability & Viability of Water
Resources

Improve Management of Solid Waste Disposal, including
reduction of illegal dumping (Dome Valley\Wellton).
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PLANNING
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FISCAL FORECAST: Each February, the Board of
Supervisors conducts a workshop with all County elected
officials and its management team. The purpose of the
workshop is to consider the County’s projected fiscal health for
the next five years. The discussion is based upon a
presentation made by the County Administrator. The
presentation  identifies  estimated County  revenues,
expenditures and fund balances for the five year period.

By the end of the workshop, County officials have a better
understanding of the five year forecast and what resources
may be available in the upcoming budget year to implement
activities from the Strategic Plan, the Capital Improvement
Plan, the Comprehensive Plan or other departmental
initiatives.

STRATEGIC PLAN: The County’s Strategic Plan is a 5 year
plan identifying (1) service expectations and (2) community
conditions to be achieved by the end of the five year period.
The plan is set up in a cascading alignment where
departments, goals, objectives, measures, strategies and
targets/benchmarks “roll-up” to support one or more of the
County-wide goals. The adopted plan expires in fiscal year
2018. The 2014-2018 Strategic Plan Executive Summary and
Objectives & Strategies are available at:
http://www.yumacountyaz.gov/index.aspx?page=1078

The expectations set forth in the Strategic Plan are a key
source for departments to identify their annual budget
priorities. Departments want to make sure they have budget
authority to maintain or achieve the expectations relevant to
their departments.

POLICIES AND MANDATES

E-49

The County’s Strategic Plan consists of five County-wide
Goals:
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Community Health, Safety, and Well-Being—To
promote and enhance community health, safety, and
well-being.

County Resources—To maintain a strong financial
base for the organization and to assure there are
adequate resources to sustain operations and
initiatives. Included are two sub-goals: 1) to provide
services effectively and efficiently; and 2) to attract and
retain a competent County Workforce.

Customer Satisfaction—To assure customer
satisfaction by all those who use County services or
facilities.

Economic Development—To promote the economic
development of our community by diversifying our
economic base and by securing quality employment
opportunities for our citizens.

Public Awareness, Trust, & Participation—To
establish a broad base of public awareness designed to
involve and inform our citizens about County issues and
to assure high levels of participation in, and trust of,
County government.

ORGANIZATIONAL EFFECTIVENESS: Yearly, departments

provide performance measures addressing the effectiveness

and efficiency of their departments.
discussion

For effectiveness,

focuses on service levels and community

conditions. For efficiency, departments describe the changing
cost of providing services and productivity over time.






