OFFICE OF
THE CITY MANAGER
MEMORANDUM
DATE:

April 20, 2017

TO:

Mayor Smith and City Council Members

FROM:

Richard Marsh, City Manager

RE:

City Manager’s Weekly Report

This is the weekly report for the week ending April 21, 2017.


PROJECT STATUS REPORT

Attached please find the updated Project Status Report for the week ending 04/21/2017 for
your review.


BUDGET UPDATE

This week we held the first of four FY 2017-2018 Budget Work Sessions with Council to
discuss the Public Works Department budgets. I want to thank Mayor and Council and all
those present at the Work Session for sitting through the presentations and the lengthy
Public Works proposed Budget discussion.
Next Wednesday, April 26, 2017 we will be hosting the 2nd FY 2017-2018 Budget Work
Session to finish up the remaining Public Works budgets (beginning with the Sanitation
Fund) and to begin the discussion on the Public Safety Department proposed budgets.
I’ve attached a copy of the PowerPoints presented at the Work Session for your review and
information.
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 FILMING IN BISBEE WITH TREMENDOUS ENTERTAINMENT
The Tremendous Entertainment film crew will be in Bisbee from April 21st through the 23rd
filming for a show called, “Haunted Towns”. They will not require any street closures,
however, please feel free to give them a warm welcome to Bisbee if you encounter any of
them in the city during this time. I have been advised there will be approximately 20 crew
members during the filming and we want them to feel as welcome as possible to spread the
word out that Bisbee is open for business and welcome the film industry.
Jennifer Luria has provided us with more insight into the film crew we will be hosting:
“Tremendous Entertainment is an Emmy award-winning production company with the
longest running series on Travel Channel (Bizarre Foods) and ratings hits on ABC (Rock
the Park), Destination America (Ghost Asylum) and Travel Channels (Delicious
Destinations), along with “For Peete’s Sake”, which is now in its second season on
OWN and other popular lifestyle, travel, and docu-series”.
Jennifer also sent our local business owners a sign they may print up and place in their
windows and storefronts to welcome the Film Crew. A copy of the sign is attached for your
review.
In addition to the filming, “Alice in Bisbeeland” will also be taking place this weekend. For a
listing of additional upcoming Bisbee events, Jennifer has also provided a Facebook page
link we can share with others to help promote all that Bisbee has to offer,
https://www.facebook.com/events/1842058162708565/1876317365949311/?notif_t=plan_m
all_activity&notif_id=1492555417338921.


BEST SOUTHWESTERN SMALL TOWN NOMINATION

A reminder that voting is still open for the USA Today “Best Southwestern Small Town” title.
We are currently in 2nd place. The town of Ajo is currently in the #1 running. Please
remember to vote and encourage others to place their vote for Bisbee by going online to
http://www.10best.com/awards/travel/best-southwestern-small-town/. The deadline to
place votes is fast approaching - 04/24/17.
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Financial Policies
The City of Bisbee’s proposed financial policies have been developed to set standards for stewardship
over financial resources. The policies institutionalize strong financial management practices, clarify the
strategic intent for financial management, define boundaries, manage risks to financial condition, support
financial sustainability to minimize borrowing costs, and comply with established public management best
practices. The policies provide a guide for sound fiscal planning, while maintaining fiscal integrity.
There are eight (8) type of financial policies that the City should consider adopting over the next few fiscal
years: Operating Management, Capital Management, Reserves, Debt Management, Long-Range
Financial Planning, Grant Management, Investment, and Accounting, Auditing, and Financial Reporting.
For fiscal year 2017-18, the City will consider policies regarding Operating Management, Reserves, and
Long-Range Financial Planning.
Budget Links to Strategic Financial Plans: The City’s annual budget will be developed in accordance with
the policies and priorities set forth in the Council Strategic Goals, the needs of the community, and local,
federal and state laws.
The policies that are adopted this fiscal year will be reviewed annually, with updates approved by City
Council before the new budget year. Listed below are the proposed financial policies for the Fiscal Year
2017-18 Budget to assist in making the City of Bisbee fiscally strong.
Operating Management Policy
The purpose of the Operating Management Policy is to provide guidance and clarification on how the
budget will be structured and developed, define the budget control system, how to amend the budget, and
specific revenue and expenditure principles to ensure ongoing financial sustainability and operating
practices.
Key Budget Features
Scope and Length of Budget Period: The budget shall be based on a fiscal year beginning July 1 through
June 30, and revenue and expenditures for all funds shall be adopted annually (excluding funds
maintained for financial reporting purposes only).
Balanced Budget Definition: Per Arizona State Statutes, the total of proposed expenditures shall not
exceed the total of estimated income and fund balances available. Each fund in the budget must also be
in balance; total anticipated revenues plus the necessary portion of fund balance (all resources) must
equal total expenditure appropriations for the upcoming fiscal year. Appropriation shall be for a specific
fund and balanced based on specific funding sources, therefore savings in one fund shall not be used to
cover over-expenditure in another fund.
Basis of Budgeting: The City’s accounting system is maintained on the same basis as the Adopted
Budget. This enables Departmental budgets to be easily monitored via accounting system reports on a
monthly basis. The City’s financial records, as reported each year in the audited financial statements, are
maintained in accordance with Generally Accepted Accounting Principles (GAAP).
Cost Allocation: Costs incurred in the General Fund to support the operations of the Enterprise funds
(water, wastewater, and sanitation) will be recovered through an indirect cost allocation. The indirect cost
allocation plan will be reviewed annually and costing adjustments made after approval of the City
Manager or Designee.
Long-Term Financial Forecasts: Forecasts will be prepared annually covering a five-year period and
considered during budget development. This is to allow Council to achieve financial stability but reviewing

the impact of annual budget decisions over the next 5 years. The purpose is to look at revenues and
expenditures in the long term to “proactively” address issues versus “reactively.”
Budget Links to Strategic Financial Plans: The City’s annual budget will be developed in accordance with
the policies and priorities set forth in the Council Strategic Goals, the needs of the community, and local,
federal and state laws.
Budget Amendments
In accordance with the City’s Alternative Expenditure Limitation, total expenditures may not exceed the
final appropriation once the budget is adopted. The City can amend the total appropriation for an
individual fund; however, if one fund’s total appropriation is increased, another fund must be decreased
by an equal amount.
Revenue and Expenditure Principles
One-time expenses will be funded from one-time balances/revenues and ongoing expenses will be
funded by ongoing revenues. Fund balances are non-recurring revenue, and will be appropriately used
for one-time expenditures or budgeted as contingency fund appropriations.
Revenues: The City strives to ensure diversification and stabilization of its revenue base.
Revenue projections will be based on historical trends by developing base lines for ongoing types of
revenues versus one-time.
Projections used to balance revenues to expenditures will be prepared for a five period and updated
annually to ensure financial sustainability. Conservative but realistic revenue projections will be prepared
to assess the limits of budget appropriation using trend analysis and current data to minimize estimating
too high, which could result in mid-fiscal year budget cuts.
User fees and charges will be periodically analyzed and updated to ensure that all direct and indirect
costs are recovered for services benefiting individuals/groups (unless an economic disadvantage is
caused) versus a larger public benefit.
Either performed internally or the use of utility rate consultant studies will be performed at a minimum
every four years, and internal rate analyses will be completed every year for Water, Wastewater, and
Sanitation funds based on ten-year projections. Reviews will ensure fees are adequate to fund
operations, debt service, bond covenants, and reserves. Additionally, periodic reviews of the rate design
and cost of service between customer classes will be completed.
Expenditures: The City will commit to a level of expenditures sufficient to ensure the ongoing health,
safety, and welfare of citizens.
Departments are encouraged to periodically review operations for efficiencies and reallocate existing
expenditure appropriation before requesting new funding.
Personnel expenditures, the largest operating cost, will be appropriated based on full funding of all
approved positions
Compensation packages will be reviewed periodically to ensure they are sufficient to attract and retain
quality employees.
Reserve Policy
The purpose of the Reserve Policy is to ensure the City remains a financially stable organization by
maintaining appropriate reserves. Adequate reserves position an organization to effectively plan for cash
funded needs, as well as unplanned needs caused by significant economic downturns, manage the

consequences of outside agency actions that may result in revenue reductions, and address unexpected
emergencies, such as natural disasters, catastrophic events caused by human activity, or excessive
liabilities or legal judgments against the organization. In concert with the City’s other financial policies,
the City’s Reserve Policy serves as an important tool to guide the use of City resources in meeting the
City’s financial commitments and provides a framework for addressing unexpected future events in a
fiscally prudent manner.
This policy documents the City’s approach to establishing and maintaining adequate reserves (target
levels) based on consideration of risks to operations, in the budgetary fund balance across a spectrum of
City operations in various funds. The budgetary fund balance represents the one-time amount
accumulated from prior years, which is different than the fund balance under Generally Accepted
Accounting Principles (GAAP), but includes the same constraints on spending.
Governmental Accounting Standards Board (GASB) Statement No. 54 defines five reserve classifications
of fund balance based on the level of restrictions placed on the specific purposes for which amounts can
be spent: non-spendable fund balance, restricted fund balance, committed fund balance, assigned fund
balance, and unassigned fund balance. The last three classifications are termed Unrestricted Fund
Balance since the constraint on spending is imposed by the government itself, therefore subject to this
reserve policy. Additionally, contingencies and reserves can be appropriated and unappropriated,
depending if the City would like the reserve to be available for spending in the current budget year or not.
General Fund Reserve Policy
The General Fund is the main operating fund that pays for general services provided by the City, such as
public safety, parks, and library services. The General Fund accounts for all general revenues of the City
and for expenditures related to the rendering of the City’s general services. The General Fund is
considered to have a high level of risk to operations due to its dependence on revenue streams that are
susceptible to economic downturns and revenue reduction impacts from outside agency actions. In
addition, the General Fund is the main funding source when responding to unexpected events or
emergencies. Consideration of potential risk and other drivers influence the targeted minimum level of
total Unrestricted Fund Balance that should be maintained. The Government Finance Officers
Association (GFOA) recommends no less than two months of General Fund Unrestricted Budgetary Fund
Balance. The City desires to maintain a prudent level of reserves based on the revenue impacts
described above and the City’s desire to minimize borrowing costs if needed in the future. This reserve
policy sets the targeted minimum level at two months of budgeted General Fund operating revenues with
a goal of obtaining four months reserve over the next five years, excluding one-time transfers in to
provide stability and flexibility to respond to unexpected adversity and/or opportunities. Should the
minimum reserve level fall below its target, a plan will be formulated to restore within a three year period.
The Unrestricted Budgetary General Fund Balance can include the following contingency and reserve
types.
General Fund Contingencies/Reserves (Type/ Appropriated or Not/ GASB 54 Classification)
General Fund Contingency / Appropriated / Unassigned: This Contingency reserve budgeted is currently
at 1.5% of the General Fund operating expenditures. With the unappropriated portion of the General Fund
Fund Balance, the City reaches 8 weeks of operating expenditures or 15% of General Fund operating
expenditures. Acceptable contingency reserve uses are emergency situations, unexpected one-time
opportunities, and appropriation transfers to allow spending in other funds. Use of this reserve requires
Council approval unless delegated in the Budget Resolution. The 15% General Fund Contingency
reserve must be replenished annually.
Other funds have been identified as needing reserves due to one or more of the following reasons: selfsupporting nature, the potential for unanticipated revenue or expense changes that can negatively affect
operations, to help maintain a stable fee structure, or to cover the potential of unanticipated events
threatening the public health, safety, or welfare. Reserves have been created in Enterprise Operating
Funds (i.e., Water, Wastewater, and Sanitation), and Highway User Revenue Fund (HURF).

The goal in future years is to target reserves that may be maintained as described below. A portion of the
reserve will be appropriated annually for each applicable fund to provide for unanticipated revenue
shortfalls and/or unexpected expense increases in the current year. Reserves should only be utilized after
all other budget sources have been examined for available funds. Should the minimum target level for
any of the funds identified fall below its target, a plan will be formulated to restore within the next year, but
not to exceed a three year period.
Water Operating Enterprise Fund accounts for specific services funded directly by fees and charges to
City Water customers. The fund is intended to be self-supporting and will maintain a minimum target
reserve of 20% of operating revenues. Other Water reserves may be created when deemed appropriate
(i.e., fuel, utilities, lump sum).
Wastewater Operating Enterprise Fund accounts for specific services funded directly by fees and charges
to City Wastewater customers. The fund is intended to be self-supporting and will maintain a minimum
target reserve of 15% of operating revenues. Other Wastewater reserves may be created when deemed
appropriate (i.e., fuel,utilities, lump sum).
Sanitation Operating Enterprise Fund accounts for specific services funded directly by fees and charges
to City Solid Waste customers. The fund is intended to be self-supporting and will maintain a minimum
target reserve of 10% of operating revenues. Other Solid Waste reserves may be created when deemed
appropriate (i.e., fuel, utilities).
Highway User Revenue Fund (HURF) accounts for Highway Users Tax received and spent on street and
highway maintenance and construction projects. The fund will maintain a minimum target reserve of 15%
of operating revenues. Other HURF reserves may be created when deemed appropriate (i.e., fuel,
utilities).

We welcome you to

