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Introduction

The City of Beaumont has adopted Aaccounting, Ffinancial management, linvestment, Ffixed
asset, Grant, Procurement, Budget, and Ceapital limprovement_and various other policies
to provide the framework for managing the City’s financial resources and assuring uniformity in
all Financial operations. These policies are designed to:

1. Contribute to the confidence in the City operations and the commitment of the City Council,
City Manager, and staff to sound financial practices.

2. Save time and energy of the City Council and appointed officials. Once certain financial
decisions are made at the policy level, those policies may be applied to individual situations
and issues.

3. Direct attention of the City Council, City Manager, department heads and the public to the
City’s total financial condition and link day-to-day operations with long-range financial
planning.

4. Contribute to the stability and expeditious handling of the City’s financial affairs. The City
Council, City Manager and department heads may change overtime, but sound financial
accounting policies will be in existence to guide whoever holds these positions.



Accounting Policies
Introduction

The City’s accounting policies are the specific principles, guidelines, basis, conventions, rules,
regulations and practices applied by the City of Beaumont in accounting for the collection and
disbursement of financial resources and in preparing and presenting accurate financial
statements of fiscal transactions. Sound and practical accounting policies are the foundation of
accurate accounting and reporting of financial information. The City’s accounting policies help
ensure that the institutional memory of how and why things were done in the past is not lost and
serve as an important tool to capture how things are currently done. Accounting policies provide
guidelines to support daily operations and sound administrative and policy decision making.

Scope

The City’s accounting policies apply to all personnel, departments, divisions, and offices of the
City government as well as all associated accounting funds under the direct authority of the City
of Beaumont. These accounting funds include, but are not limited to, the General Fund, Special
Revenue Funds, Enterprise Funds, Internal Service Funds, Debt Service Funds, Capital Projects
Funds, Private-Purpose Trust Funds and Agency Trust Funds. These accounting policies are also
applicable to the City’s blended component units, including the Beaumont Utility Authority, the
Beaumont Parking Authority, Beaumont Financing Authority, and the Beaumont Public
Improvement Authority.

Responsibility +~”*{ Formatted: Indent: First line: 0"

The City Manager is ultimately responsible for the City’s implementation and compliance with
these policies unless the City Council authorizes exceptions. Under the direction of the City
Manager, the Finance Director will review, develop, and implement a system of processes and
procedures to ensure compliance with these policies throughout the entire organization. The City
Manager will work with the Finance Director to ensure these policies are updated on a timely
basis.

Accounting Standards

The annual budget and audited financial statements of the City of Beaumont are prepared in
conformity with Generally Accepted Accounting Principles (GAAP) as applicable to government
entities. Generally Accepted Accounting Principles (GAAP) are national accounting standards
adopted by the Governmental Accounting Standards Board (GASB). The Governmental
Accounting Standards Board (GASB) is the nation-wide accepted standards body for establishing
governmental accounting and financial reporting principles.

The City also complies with Financial Accounting Standard Board (FASB) Statements and
Interpretations, Accounting Principles Board (APB) Opinions, and Accounting Research Bulletins
(ARBs) of the Committee on Accounting Procedure.



Beaumont’s budget and audited financial statements present the financial position of the City
government and its blended component units. Blended component units are entities for which the
City is considered to be financially accountable. This includes the Beaumont Utility Authority, the
Beaumont Finance Authority, Beaumont Parking Authority, and the Beaumont Public Improvement
Authority. These organizations are technically separate legal government entities but are in
substance part of the City of Beaumont’s government operations. The City Council acts as the
board of directors for the Beaumont Utility Authority, Beaumont Parking Authority, the Beaumont
Financing Authority, and the Beaumont Public Improvement Authority. City employees serve as
the staff for all four of these governmental units. The budget and other financial information from
these government entities is combined with the budget and financial data of the City of Beaumont.
The Beaumont Utility Authority, Beaumont Parking Authority, Beaumont Financing Authority and
the Beaumont Public Improvement Authority have a June 30 date for the end of their fiscal year.

Measurement Focus

The accounting and reporting treatment applied to a Fund is determined by its measurement
focus. All Governmental Funds (General Fund, Special Revenue Funds and Debt Service Funds)
are accounted for on a flow of current financial resources measurement focus. This means
that only current assets and current liabilities are generally included on their balance sheets.
Governmental Fund operating statements and budgets present increases (revenues and other
financing sources) and decreases (expenditures and other financing uses) in net current assets.

All Proprietary Funds (Internal Service Funds and Enterprise Funds) and all Fiduciary Funds are
accounted for on a flow of economic resources measurement focus. This means that all assets
and all liabilities (whether current or non-current) associated with this activity are included on their
balance sheets. Their reported fund equity (net total assets) is segregated into contributed capital
and retained earnings components. Proprietary Funds operating statements present increases
(revenues) and decreases (expenses) in net total assets.

Basis of Accounting

Basis of accounting refers to when revenues and expenses are recognized in the accounts and
reported in the City’s financial statements. The Basis of Accounting relates to the timing of
revenue recognition in the City’s financial statements regardless of Measurement Focus applied.
The accounting basis in the City’s annual budget is the same as accounting basis in the City’s
annual audited financial statements.

1. Governmental Fund Types (Tax Supported Activities). The modified accrual basis of
accounting is used by the City of Beaumont to apply revenues to expenditures in its
Governmental Funds. Under the modified accrual basis of accounting revenues are recorded
when they become measurable and available to pay for expenditures of the current period.
“Measurable” means that the amount of the transaction can be determined. “Available” means
collectible within the current period or soon enough thereafter to pay liabilities.

Property taxes are recognized as revenues in the year for which they are levied. Grants and
similar items are recognized as revenue as soon as all eligibility requirements imposed by the
providers have been met.

Taxes, intergovernmental revenues, licenses, and interest associated with the current fiscal
period are all considered to be susceptible to accrual and are therefore recognized as revenues
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of the current fiscal period. Only the portion of special assessments receivable due within the
current period is considered to be susceptible to the accrual as revenue of the current period.
All other revenue items are considered to be measurable and available only when cash is
received by the City.

The City of Beaumont considers all revenues available if they are collected within sixty (60)
days after the end of the fiscal year. Revenues that are accrued include property taxes,
franchise fees, interest revenue and charges for service. Sales taxes and motor vehicle license
fees collected and held by the state at year end on behalf of the City are also recognized as
revenue. Licenses, permits and fines are accrued when received as they are not measurable
until received in cash. Investment earnings are recorded as earned. Other receipts and taxes
become measurable and available when cash is received by the government and are
recognized as revenue at that time.

Entitlements and shared revenues are recorded at the time of receipt or earlier if accrual criteria
are met. Expenditure-driven grants are recognized as revenue when the qualifying
expenditures have been incurred and all other grant requirements have been met.

The City reports deferred revenue on its balance sheet. Deferred revenues arise when
potential revenue meets the asset recognition criteria but does not meet both the “measurable”
and “available” revenue criteria for recognition in the current period. Deferred revenues also
arise when the City receives resources before it has a legal claim to them, such as when grant
monies are received prior to the incurring of qualifying expenditures. In subsequent periods,
when both revenue recognition criteria are met, or when the City has a legal claim to resources,
the liability for deferred revenue is removed from the combined balance sheet and revenue is
recognized.

2. Proprietary Fund Types (Business-Type Activities) and Fiduciary Fund Types
(Resources Held in Trust). Expenditures are generally recognized in Enterprise Funds,
Internal Service Funds, Private Purpose Trust Funds, and Agency Trust Funds under the
modified accrual basis of accounting when the related fund liability is incurred. Exceptions to
this general rule include principal and interest on general long-term debt which is recognized
when due. Certain compensation absences and claims and judgments are recognized when
the obligations are expected to be liquidated with expendable available financial resources.
Under this method revenues are recorded when earned and expenses are recorded at the
time liabilities are incurred.

Assets, Liabilities and Fund Equity

1. Cash and Investments. Cash and cash equivalents represent the City’s cash bank
accounts including, but not limited to, certificates of deposit, money market funds and cash
management pools for reporting purposes. Additionally, investments with maturities of three
months or less when purchased are included as cash equivalents.

The City maintains a cash and investment pool that is available for use by all Funds. Interest
earnings as a result of this pooling are distributed to the appropriate funds based on month-
end cash balances in each fund. Cash is divided into three risk levels in accordance with
standards that have been developed by the Governmental Accounting Standards Board
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(GASB) in Statement No. 3:

A. Category 1 Investments. Insured or collateralized investments with securities held
by the City of Beaumont or by its agent in the City’s name.

B. Category 2 Investments. Collateralized investments with securities held
by the pledging financial institution’s trust department or agent in the City’s name.

C. Category 3 Investments. Uncollateralized investments. This includes any bank
balance that is collateralized with securities held by the pledging financial institution, or by
its trust department or agent, but not in the City of Beaumont’ name.

In accordance with Governmental Accounting Standards Board (GASB) 31, all City
investments are stated at fair value. Fair value is based on the quoted market prices as of the
valuation date. Aside from investments clearly identified as belonging to a specific fund, any
unrealized gain/loss resulting from the valuation will be recognized within the General Fund to
the extent cash and investments’ balance exceeds the cumulative value of those investments
subject to Governmental Accounting Standards Board (GASB) 31.

The fair value of the City’s investment in the Local Agency Investment Fund (LAIF) that is
regulated by California Government Code Section 16429 is reported in the City’s financial
records and financial statements at amounts based on the pro-rata share of the fair value
provided by LAIF for the entire LAIF portfolio (in relation to the amortized cost of that portfolio).
The balance available for withdrawal is based on the accounting records maintained by LAIF,
which are recorded on an amortized cost basis.

2. Internal Controls. The internal control structure of the City of Beaumont is designed to
ensure that the assets of the City are protected from loss, theft, or misuse. It is designed to
provide reasonable assurance that these objectives are met. The concept of reasonable
assurance recognizes that the cost of a control should not exceed the benefits likely to be
derived and (2) the valuation of costs and benefits requires estimates and judgments by
management. Internal controls within the City of Beaumont address the following issues:

A. Control of Collusion. Collusion occurs where two or more employees work in
conjunction to defraud the City. The City has an organizational structure and operational
policies and procedures that are designed to prevent collusion.

B. Separation of Transaction Authority from Accounting and Record Keeping. The
City has segregated job duties so that the person who authorizes or performs the
transactions is different from the person who records or otherwise accounts for the
transaction. The City’s Finance Department has divided duties and record keeping among
employees with a Finance Director overseeing day-to-day operations.

C. Custodial Safekeeping. Funds collected by the City are deposited into the bank once
a week. Any small amounts of cash held at the end of the day are placed in a safe.
Securities purchased from any bank or dealer (including appropriate collateral) for short-
term or long-term cash investments are placed with an independent third party for custodial
safekeeping.

11



D. Avoidance of Physical Delivery of Securities. The City avoids the physical delivery
of securities. Book-entry securities are easier to transfer and account for since actual
delivery of a document never takes place. Delivered securities must be properly
safeguarded against loss or destruction. The potential for fraud and loss increases with
physically delivered securities.

E. Clear Delegation of Authority to Subordinate Staff Members. Staff members in the
Finance Department have a clear understanding of their authority and responsibilities to
avoid improper actions. Clear designation of authority also preserves the internal control
structure that is contingent on the various staff positions and their respective
responsibilities.

F. Written Confirmation of Transactions for Investments and Wire Transfers. Due to
the potential for error and improprieties arising from telephone and electronic transactions,
all transactions are supported by written communications and approved by the authorized
supervisor. Written communications may be via—email if on letterhead and if the
safekeeping institution has a list of authorized signatures.

G. Wire Transfer Agreement with Lead Bank. The City has a wire transfer agreement
with its bank that addresses controls, security provisions and responsibilities of each party
making and receiving wire transfers.

3. Accounts Receivable. Billed but unpaid services provided to individuals or non-
Government entities are recorded as “accounts receivable.” The Proprietary Funds include a
year-end accrual for services through the end of the fiscal year, which have not yet been billed.
Accounts receivables are reported in net of an allowance for uncollectible accounts in the
Enterprise Funds.

4. Compensated Absences. It is the City’s policy to permit employees to accumulate
earned (but unused vacation), sick pay and compensatory time benefits up to the limits
imposed in the City of Beaumont Personnel Manual. Vested or accumulated vacation, holiday
and sick leave along with any compensatory time that is expected to be paid with expendable
available financial resources is reported as an expenditure and fund liability in the
Governmental Fund that will pay for it. Amounts not expected to be liquidated with expendable
available financial resources are reported in the General Long-Term Debt Account Group. No
expenditure is reported for these amounts. Vested leaves in Enterprise Funds are recorded
as an expense and liability as the benefits accrue.

5. Long-Term Liabilities. The City reports long-term debt of Governmental Funds at face
value. Long-term liabilities for all Governmental Funds and Fiduciary Funds do not affect net
current assets and are not included on their respective balance sheets in previous years. Long-
term liabilities of proprietary and non-expendable trust funds are accounted for in the respective
funds.

6. Inventory. Inventory is valued at the cost that approximates market, using first-in, first-out
(FIFO) method. The consumption method is used to account for the inventory of
Governmental Funds including the General Fund, Special Revenue Funds and Capital
Projects Funds. The value of the City’s office supply inventory is not considered material and
as a result, no inventory value is shown in the City’s financial statements or in the annual
budget.
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7. Bond Discounts. In Governmental Funds, bond premiums, discounts, and issuance
costs are recognized in the current period. Bond discounts are presented as a reduction of the
face amount of the bonds payable. Issuance costs are reported as an expenditure of the
period. For Proprietary Funds, bond premiums and discount, with issuance costs, are deferred
and amortized over the life of the bonds using the straight-line method. Bonds payable are
reported net of the applicable bond premium or discount. Issuance costs are reported as
deferred charges.

8. Called Developer Bonds. Revenues from called developer bonds arising from contract
defaults are deferred and recognized as revenues when the related costs to complete the
project are incurred by the City.

9. Unappropriated Fund Balance and Unreserved Cash and Investments. The
Unappropriated Fund Balance in Governmental Funds and Unreserved Cash and Investments
balances in Proprietary Funds indicate that portion of Fund Equity which is available for
appropriation in future periods. Restricted Fund Balances or Reserved Fund Equity indicates
that a portion of Fund Balance or Fund Equity has been segregated for specific purposes or
is not available for appropriation. Reservations of retained earnings are limited to outside
third-party restrictions.

10. Contributed Capital. Contributed capital are non-cash assets recorded in Enterprise
Funds and General Fund and primarily represents infrastructure such as water lines, sewer
lines or assets received from other funds, developers, or customers. Contributed capital
designations in the Enterprise Funds cannot be spent for operating or capital needs.

Taxes and Other Signifieant-Revenues

1. Property Taxes. Riverside County is responsible for the assessment, collection and
apportionment of property taxes for all taxing jurisdictions. Property tax is imposed on real
property (land and permanently attached improvements such as buildings) and tangible
personal property (moveable property) located within the state. The California property tax is
ad valorem, based on the value of the property rather than on a fixed amount or benefit to the
property or persons. Intangible assets and rights are not subject to taxation except to the
extent that they are necessary to put real property interests to beneficial or productive use.
Taxable property includes land, improvements, and other properties that are accounted for on
the property tax rolls, which are primarily maintained by the Riverside County Assessor. Tax
rolls contain an entry for each parcel of land, including parcel number, owner's name, and
value.

The amount of the tax is based on an annually determined assessed valuation. The property
tax is paid to the county tax collector and allocated to local taxing agencies. The property tax
is guaranteed by placing a lien on the real property. For this reason, types of properties are
distinguished as secured or unsecured.

Certain special exemptions to the standard assessment rules are provided in the State
Constitution and state law. These exemptions include federal and state-owned property,
municipal owned property except property outside the legal boundaries of the agency,
homeowners’ property tax exemption, property owned, irrevocably dedicated to religious,
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hospital, cemeteries and schools and the California Air Patrol; Williamson Act; disabled
veterans; and other exemptions.

Property taxes are levied in equal installments on November 1 and February 1. They become
delinquent respectively on December 10 and April 10. The lien date is March 1 of each year.
Property taxes are accounted for in the City of Beaumont General Fund. The City is permitted
by Article XIlIA of the State of California Constitution (known as Proposition 13) to levy a
maximum of $1.00 per $100 of full cash value. Property tax revenues are recognized when
they become measurable and available to finance current liabilities. The City considers
property taxes as available if they are collected within 60 days after the end of the fiscal year.

Property tax on the unsecured roll is due on the March 1 lien date and become delinquent if
unpaid on August 31. However, unsecured property taxes are not susceptible to year-end
accrual. Taxes on individual pieces of property may be delinquent up to five years before the
property is sold for delinquent taxes.

Under state statute, the County Treasurer, acting as a tax collector, must settle and disburse
all current tax collections to all taxing units by the end of March following the taxing year.
Delinquent taxes are collected throughout the year and dispersed to the taxing units on a
routine basis.

The City receives property taxes under the “Teeter Plan.” The Teeter Plan allows cities to
collect 100% of assessed taxes each year in lieu of receiving only those taxes collected by the
County. Riverside County receives the penalties and interest when delinquent taxes are
collected in future years. The County benefits by charging interest substantially higher than
market rates when the delinquent taxes are collected.

2. Sales and Use Taxes. California sales tax is imposed on retailers for the privilege of selling
tangible personal property. A portion of the tax is a state tax, and a portion is locally imposed.
The tax base for the sales tax is the retail price of tangible personal property. Tangible
personal property is any material asset, such as household goods and business equipment
which is readily moveable and not permanently attached to real property. Sales tax applies to
a transaction if (1) the seller’s registered place of business in California participates in the sale
and (2) title to the goods passes to the customer within the state.

The use tax complements the sales tax. It is imposed on the storage or use, or other
consumption in California of property purchased from a retailer in cases where the sales tax is
not collected. While sales tax is imposed on the seller, the use tax is imposed on the purchaser
and at the same rates as the sales tax. The use tax was first imposed in 1935, in order to
discourage buying from out of state solely for the purpose of avoiding state sales tax, and
thereby placing California retailers at a competitive disadvantage. On April 25, 2019, Governor
Newsom signed AB 147, which imposes the obligation to collect applicable transactions and
use tax on all sales made for delivery in any city or county that impose a transactions and use
tax and applies to a retailer whether inside or outside of California if, during the preceding or
current calendar year, the total combined sales of tangible personal property in California or
for delivery in California by the retailer and all persons related to the retailer exceed $500,000.
Sales and use taxes are collected by the California Department of Tax and Fee administration
(CDTFA) and remitted to the City quarterly. Sales and use taxes are recorded as revenues
when received by the California Department of Tax and Fee administration (CDTFA).

3. Franchise Fees. Franchisefees collected by Southern-California-Edison-and The Gas
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it- Revenue received from the Gas Company
for the ability to lay and use pipes and appurtenances for the transmitting and
distribution of gas pursuant to Ordinance No. 339. Revenue is remitted on a yearly
basis, anticipated in April, for the prior year.

Revenue received from Southern California Edison for the use, construction, and
transmission and distribution of electricity to the public for all purposes pursuant to
Ordinance No. 251. Revenue is remitted on a yearly basis, anticipated in April, for the
prior year.

Revenue received from Waste Management for the exclusive franchise to collect,
remove, and dispose of solid waste in the City’s service area pursuant to the Collection
Services Agreement for the Provision of Residential and Commercial Garbage,
Recyclable Materials and Organic Wase Collection Services. Revenue is remitted on a

quarterly basis.

Cable and Video franchise fees are collected from Charter and Frontier as “rent” or
“toll” for the use of the streets and rights-of-way of a municipality. Payments are
received on a quarterly basis. Additionally, Franchises are required to remit payment for
the support of Public, Educational, and Governmental Access (PEG) fee. These
payments are remitted on a quarterly basis.

4. Utility User Tax (UUT)

A Utility User Tax is imposed for the consumption of utility services, including (but not limited to)
electricity, gas, water, sewer, telephone, sanitation, and cable television. This tax is the responsibility of
the consumer. The tax is collected by the utility company as part of its normal billing processes and
remitted to the City on the consumer’s behalf. The revenue received from this tax can be used for
general business purposes. Revenue is received on a monthly basis for monies collected in the prior
month.

5. Transient Occupancy Tax (TOT)

A Transient Occupancy Tax is imposed on occupants staying in room(s) within a hotel, motel, inn, etc.....
for a period less than 30 days. Owners of these establishments are responsible for collecting TOT from
it’s consumers and remitting the funds back to the City. Revenue is received on a quarterly basis.

6. Business License Tax

The City imposes a business license tax on person(s) or entities for the privilege of conducting business
within the City. The tax is most commonly based on gross receipts or levied at a flat rate. However, the
business license tax can also be based on number/type of employees, units/spaces for rent,
manufacturing weight, etc.... Majority of revenue is received between June and July as business license
renewals are due June 30 of each year. However, revenues are received throughout the year due to new
applications and late renewals.

7. Other Revenues
Outside of taxes, the City earns revenues through regulatory fees and services rendered. These revenues
are received throughout the year. Below is a listing of other revenue sources but is not inclusive of all
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Regulatory fees [include‘ the following:

[ Commented [L2]: Fix to “Include”

e Building and zoning permits;

e Zoning Variances and changes;

e Building and safety inspections;

e Fire inspections;
e Planning services;

o Permits;
e Alarm permits;

e Petlicenses;

Services provided include but are not limited to:
e School Resource Officers;

e livescan services;

e Graduation patrol;
e Football patrol;

e Parkrentals;

e Building rentals

Chart of Accounts

The City Chart of Accounts is a carefully arranged system classifying financial transactions for

budgeting, accounting, and reporting purposes. The Chart of Accounts does the following:

1. Defines each account in order to assure uniform treatment in the classification recording and

summarization of accounting transactions.

2. Provides a consistent basis for reporting accounting financial and related information to
facilitate effective and meaningful communications with the public, bond investors, City
departments City Manager and City Council.

3. Provide flexibility for other reporting needs as required for ongoing operations of the City.

Periodic Journal Entries

The Finance Director is responsible for seeing that the following journal entries are prepared and
posted as appropriate to the General Ledger:

1. Monthly or Quarterly Postings to General Ledger. Monthly postings to the General
Ledger include, but are not limited to, payroll related postings, including deferred compensation
and contributions to the California Public Employees’ Retirement System, tax receipts, wire
transfers, bank account charges, investment earnings, transfers between funds, voided and
non-sufficient fund checks, budget appropriation changes, reconciliation adjustments and
miscellaneous entries including reclassifications.

2. Annual Postings to General Ledger. Annual postings to the General Ledger include,
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but are not limited to, accounts payable from invoices, accounts receivable from billings, grant
accruals and/or deferrals, land transactions, fiscal agent activity on Community Facilities
District (CFD) bonds or other bond issues, interest on notes receivable, capital asset
transactions, reimbursements due to and due from accounts, deferred revenue and other
accruals as required.

Financial Reports

The City staff prepares appropriate monthly financial statements reflecting the operations of
individual Funds for internal use by the City Council, City Manager, department heads and the
general public. The City adheres to a policy of full and open public disclosure of all financial
documents.

Independent Audits

An independent audit of the City’s financial statements is conducted each year by an independent

Certified Public Accounting firm. The City also participates in a number of federal and state
assisted grant programs, which are subject to annual financial and compliance audits.
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Financial Management Policies

Introduction

The City of Beaumont is accountable to the community for the use of public dollars. Municipal
resources will be used wisely to ensure adequate funding for the services, public facilities, and
infrastructure necessary to meet the community’s present and future needs. Financial
management policies serve as the blueprint to achieve the fiscal stability and accountability
required to meet the City’s goals and objectives.

Scope

The City’s financial management policies apply to all personnel, departments, divisions, and
offices of the City government as well as all associated accounting funds under the direct authority
of the City of Beaumont. These accounting funds include, but are not limited to, the General Fund,
Special Revenue Funds, Enterprise Funds, Internal Service Funds, Debt Service Funds, Capital
Projects Funds, Private-Purpose Trust Funds and Agency Trust Funds. These financial
management policies are also applicable to the City’s blended component units, including the
Beaumont Utility Authority, Beaumont Parking Authority, Beaumont Financing Authority and
Beaumont Public Improvement Authority.

Responsibility

The City Manager is ultimately responsible for the City’s implementation and compliance with
these policies, unless the City Council authorizes exceptions. Under the direction of the City
Manager, the Finance Director will review, develop, and implement a system of processes and
procedures to ensure compliance with these policies throughout the entire organization. The City

Manager will work with the Finance Director to ensure these policies are updated on a timely
basis.

Financial Policy Goals
The objectives for comprehensive management policies are to:
4. Guide City Council and City Management decisions that have significant fiscal impact.
5. Support the planning for financial sustainability and long-term needs.
6. Maintain and protect City assets and infrastructure.
7. Set forth operating principles that minimize the financial risk in providing City services.

8. Optimize the efficiency and effectiveness of services to reduce the costs and improve
service quality.

9. Employ balanced and fair revenue policies that provide adequate funding for desired
programs.
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10. Promote sound financial management by providing accurate and timely information on the
City’s financial condition to the City Council and community.

11. Maintain and enhance the City’s credit ratings and prevent default on any municipal
financial obligations.

12. Ensure the legal and ethical use of financial resources consistent with Council policy
through an effective system of internal controls.

13. Promote cooperation and coordination within the City, and other governments and with
the private sector in the financing and delivery of services.

14. Provide the appropriate level of accountability in the use of public resources.
Affiliated Agencies

If agencies have been created through Council action, intergovernmental agreements, and state
and federal laws, they should be managed with the same financial standards as City agencies.
To protect the City’s fiscal status and avoid an adverse effect on the City, affiliated agencies will
be accountable for financial compliance and reporting standards as described in the City’s
Financial Management Policies. The City may audit financial records or performance data to
ensure funds are spent in accordance with Council directions and policies. Affiliated agencies
include, but are not limited to, agencies created by Council action, agencies with leadership
appointed by the City Council and agencies that receive a majority of funds from the City.

Annual Budget

The annual budget is the primary mechanism for the implementation of City Council policies and
the achievement of their goals and objectives. The budget is a policy document, operations guide,
financial plan and a communications device. It is the single most important means of setting
spending policies and priorities of the City. It constitutes approval by the City Council of service

levels and operating programs and provides resources to finance them. Expenditures must be
kept within total appropriations for all Accounting Funds.

Budget Goals
The City will develop and implement a budget process that will:
1. Make prudent use of public resources.

2. Include financial forecast information for resources, uses and ending fund balances to
ensure that the City is planning adequately for current and future needs.

3. Provide adequate opportunity for public review and input.
4. Provide adequate opportunity for City Council review and deliberations.

5. Provide information on accomplishments and service levels vis-a-vis community needs.
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6. Comply with City Code, State of California Local Budget Law, bond covenants and other
promulgations.

The City Manager will develop and present a proposed City budget to the Mayor and City Council
for consideration and adoption. The City Manager’s proposed budget will opine on the short and
long-term financial condition of the City, identify policy and financial and service issues, identify
any use of one-time funds to support ongoing operations or key changes from previous years,
identify funding requirements and sources of funds, provide supplemental information on
programs and service areas, include budget and performance details for all City organizations
and related recommendations to the City’s vision and goals.

The Finance Department will issue guidelines and rules for the preparation and review of the
department budget requests to the Mayor and City Council, including a proposed annual budget
process and calendar. The proposed process and calendar will support community input and
Council deliberations.

Budget Appropriations

All Accounting Funds are included in the annual budget and all revenues and other financing
sources are appropriated by the City Council each fiscal year in the annual budget. All Accounting
Funds included in the City’s annual audited financial statements are reviewed by the City’s
independent certified public accountants. The accounting basis in the City’s annual budget is the
same as the accounting basis used by the City’s annual audited financial statements. Annual
operating budgets in the General Fund and Enterprise Funds are carefully reviewed to ensure
that budget appropriations are conservative because the City feels government units’ function
more efficiently under conservative budgets than where excess funds are made available.

Appropriations Limit

Under Atrticle XIIIB of the California Constitution (the GANN Spending Limitation Initiative), the City
is restricted as to the amount of annual appropriations from the proceeds of taxes, and if proceeds
of taxes exceed allowed appropriations, the excess must be either refunded to the State Controller
or returned to the taxpayers through revised tax rates, revised fee schedules or other refund
arrangements.

Proposition 218

Proposition 218, approved by the voters in November 1996, regulates the City’s ability to impose,
increase and extend taxes, assessments, and fees. Any new, increased, or extended taxes,
assessments, and fees subject to the provisions of Proposition 218 maybe subject to a protest
hearing process. Additionally, Proposition 218 provides that these taxes, assessments, and fees
are subject to the voter initiative process and may be rescinded in the future by the voters.
Therefore, the City’s ability to finance the services for which the taxes, assessments and fees are
imposed may be significantly impaired. Under Proposition 218:

1. Revenues derived from a property related fee must not exceed the funds required to
provide the proportionate cost of the property related service. (The total cost limitation)
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2. Revenues derived from the fee must not be used for any purpose other than for that
which the fee is imposed. (The proportional cost limitation)

3. Fees may not be imposed for a service unless the services is actually used by, or
immediately available to, the owner of the property subject to the fee. Fees based on
potential or future use of a service are not permitted and stand-by charges must be
classified as assessment subject to the ballot protest and proportionality requirements for
assessments. (The future services prohibition)

4. No fee or charge may be imposed for general governmental services, such as police, fire,
ambulance, or libraries, where the service is available to the public in substantially the
same manner as it is to property owners. (The general government service prohibition)

A public agency has the burden to prove compliance with these provisions if a fee is challenged
in court.

Budget Control and Monitoring

The City Council appropriations and control points will be at the department level within each
accounting fund. These City Council adopted appropriations and employee counts cannot be
exceeded without City Council approval. The City Manager will have the authority to amend
budgets within a departmental appropriation but changes in employee counts must be approved
by the City Council. The Finance Department will maintain a system of tools for departments to
manage their budgets and for financial monitoring and control of the City’s budget during the fiscal
year. This system will provide the departments, Mayor and City Council with information on
revenue, expenditures and budget performance at both the department and fund level. The
system will include provisions for amending the budget during the year in order to comply with
this policy and State of California budgetary statutes.

The City Manager, through the Finance Department, will periodically report to the City Council
financial status reports on revenues and expenditures to date, and the estimated year-end fund
balances. The City Manager will, on a quarterly basis, review all City financial operations, report
to Council on financial results and recommend financial actions necessary to meet the adopted
budget’s financial planning goals.

The mid-year budget monitoring report, audited financial statements, audit opinion and
management letter will be presented to the Mayor and City Council for review and discussion as
an action item on a City Council agenda. Any additional financial resources, whether additional
projected revenues produced them or higher beginning fund balances, should be set aside for the
next budget cycle. Any negative financial results should be highlighted, and a proposed plan of
action should be provided to the Mayor and City Council for review and approval. General Fund
discretionary resources that exceed budgeted amounts should be added to the General Fund
contingency, except for funds allocated to infrastructure maintenance or replacement.

Review Council Actions

The City Manager, through the Finance Department, will review any proposed City Council
actions. The objective of these reviews will be to ensure compliance with the City’'s budget
direction and identify financial and service issues for the Council. The Finance Department will
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identify financial and service issues for the City Council. The Finance Department will establish
and issue procedures and forms to submit fiscal impact statements for proposed Council actions.

Additional Operating Budget Direction

1.

Balanced Budget. Financial resources shall be equal to or exceed expenditures in each
accounting fund. Each City fund must identify on-going financial resources that at least
match expected ongoing requirements. One-time resources and non-recurring ending
balances may either be applied to reserves or used to fund one-time expenditures; they
will not be used to fund ongoing programs, except as provided in Section 2. Each year
the Finance Director will provide the City Council with the amount of discretionary revenue
that is estimated to be non-recurring for the General Fund.

One-time Funds. One-time funds can be used for ongoing expenditures only as a plan
for:
(1) Transitioning to a permanent funding source,
(2) leading to organized program elimination, or
(3) as part of verifiable plan to address an existing recessionary period. Scenario
3 should be documented in the City’s multi-year financial forecast.

General Discretionary Revenues. Unless otherwise explicitly stated by the Mayor and
City Council, the City will not dedicate discretionary revenues for specific purposes in the
General Fund. This will preserve the ability of the Mayor and Council to determine the
best use of available revenues to meet changing service requirements.

Transfers Between Funds. A schedule of all transfers between funds will be identified,
explained, and appropriated in the Proposed and Adopted Budget. Any additional budget
transfers between accounting funds will require City Council action.

Efficiency and Effectiveness. The City will optimize the efficiency and effectiveness of
its services to reduce costs and improve service quality. The City will coordinate its service
delivery with other applicable public and private service providers and seek the most cost-
effective method for service delivery.

Self-Supporting/Full Cost Recovery Basis. The City will attempt to recover the costs
of services providing a private benefit to users through the imposition of user fees and
charges. The fees and charges will be based on cost accounting standards consistent
with state or federal law when applicable. Fees and charges should include full costs i.e.,
direct, indirect, depreciation, interest charges, etc. and the Finance Director will ensure an
annual user fee and charges schedule is regularly updated and approved by Council.

Recovery of Indirect or Overhead Costs. The City will endeavor to recover indirect or
overhead costs through their allocation towards the calculation of user fees and charges
or inter-fund charge. However, a reasonable cost allocation methodology must be used
consistent with Generally Accepted Accounting Principles (GAAP).

Contingencies. The City will budget a contingency account for each operating fund
adequate to address reasonable but unforeseen requirements within the fiscal year.

Unexpended Appropriations at the End of the Fiscal Year. Unexpended
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appropriations cannot be used in subsequent fiscal years unless re-appropriated by the
City Council.

Fund Balances

1.

2.

Definition and Purpose.

A. Governmental Funds. Accountants employ the term “Fund Balance” to describe the
net assets of Governmental Funds calculated in accordance with generally accepted
accounting principles (GAAP). Budget professionals commonly use this same term to
describe the net assets of Governmental Funds calculated on a government’s budgetary
basis. In both cases, “Fund Balance” is intended to serve as a measure of the financial
resources available in a Governmental Fund. It is essential the City of Beaumont maintain
adequate levels of fund balance to provide working capital, mitigate current and future risks
(e.g., revenue shortfalls and unanticipated expenditures) and to ensure stable tax rates.
Fund balance levels are also a crucial consideration in long-term financial planning.

B. Enterprise and Fiduciary Funds. The “Cash and Investment Fund Balance” is

that portion of fund equity that can be used for operating, capital and debt service
expenditures, and is intended to serve as a measure of the financial resources available in
an Enterprise Fund. It is essential the City of Beaumont maintain adequate levels of cash
and investment fund balances to provide working capital, mitigate current and future risks
(e.g., revenue shortfalls and unanticipated expenditures) and to ensure stable utility rates.
Cash and investment fund balance levels are also a crucial consideration in long-term
financial planning.

Credit rating agencies carefully monitor levels of fund balance in a government’'s General
Fund to evaluate a government’s continued creditworthiness. Those interested primarily
in a government’s creditworthiness or economic conditions are likely to favor higher levels
of fund balance. Opposing pressures often come from employee unions, taxpayers, and
citizens’ groups, which may view high levels of fund balance as “excessive.”

Classification of Governmental Fund Balances.
Governmental Fund balances are classified into the following categories:

A. Nonspendable Fund Balances. Non-Spendable Fund Balances consist of items
that cannot be spent because they are not in spendable form, such as prepaid items and
inventories, items that are legally or contractually required to be maintained intact, such
as principal of an endowment or revolving loan funds.

B. Restricted Fund Balances. Restricted Fund Balances encompass the portion of net
fund resources subject to externally enforceable legal restrictions. This includes externally
imposed restrictions by creditors, such as through debt covenants, grantors, contributions,
laws or regulations of other governments, as well as restrictions imposed by law through
constitutional provisions or enabling legislation.

C. Committed Fund Balances. Committed Fund Balances encompass the portion of
net fund resources, the use of which is constrained by limitations that the government
imposes upon itself at its highest level of decision making, normally the governing body
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3.

4.

through City Council resolutions, etc., and that remain binding unless removed in the same
manner.

D. Assigned Fund Balances. Assigned Fund Balances encompass the portion of net
fund resources reflecting the government’s intended use of resources. Assignment of
resources can be done by the highest level of decision making or by a committee or official
designated for that purpose. The City Council has authorized the City Manager for that
purpose.

E. Unassigned Fund Balances. This category is for any balances that have no
restrictions placed upon them.

Fund Balance Policy Considerations.

In establishing a policy governing the level of unrestricted (unreserved) fund balance in
governmental funds and cash and investment fund balance in its Enterprise Funds, the City
Council takes into consideration the following factors:

A. The predictability of its revenues and the volatility of its expenditures (i.e., higher levels
of unrestricted (unreserved) fund balance may be needed if significant revenue sources
are subject to unpredictable fluctuations or if operating expenditures are highly volatile).

B. The availability of resources in other funds as well as the potential drain upon General
Fund resources from other funds (i.e., the availability of resources in other funds may
reduce the amount of unrestricted (unreserved) fund balance needed in the General Fund,
just as deficits in other funds may require that a higher level of unrestricted (unreserved)
fund balance be maintained in the General Fund.

C. Liquidity (i.e., disparity between financial resources actually become available to make
payments and the average maturity of related liabilities may require that a higher level of
resources be maintained.)

D. Designations (i.e., the City of Beaumont may wish to maintain higher levels of
Unrestricted (unreserved) fund balance to compensate for any portion of unrestricted
(unreserved) fund balance already designated for a specific purpose).

Fund Balance Policies.

A. General Fund Reserves or Ending Fund Balance Policy. Working Capital Reserve
Requirement to remain at 16% of the operating budget. This allows sufficient cash flow
throughout the year when revenue receipts are not timely to expenditures. Budget
Stabilization Reserve set at $5M to provide city staff time to address an economic
downturn without having to dip into the Working Capital Reserve. Emergency Disaster
Reserve set at $1M to provide funds that may not be available within the budget to address
unforeseen emergency disaster brought upon by nature or human. NOTE: The
Government Finance Officers Association recommends, at a minimum, that general
purpose governments, regardless of size, maintain unrestricted fund balance in their
General Fund of no less than two months of regular General Fund of no less than two
months of regular General Fund operating revenues or regular General Fund operating
expenditures.
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B. Enterprise Reserves or Ending Fund Balance. The City will show adequate
progress towards increasing Enterprise Fund reserves or Unassigned Fund Balance
ultimately to 25% of the Enterprise Fund Balance. The City has established a Repair and
Replace Reserve. Any funds remaining from a budget year will first address any shortfalls
in the operating reserve requirement. Any surplus funds over the operating requirement
will be placed in the Repair and Replace fund to meet ongoing capital maintenance needs.

These fund balances will be maintained for the following purposes:

a) Provide sufficient working capital to meeting daily cash needs to avoid using short-
term debt instruments.

b) Provide a reserve to absorb emergency expenditures caused by natural disasters
such as fire, flood, or earthquake.

c) Cover any unanticipated deficit resulting from a shortfall in actual revenues in a
given budget year or unanticipated cuts by the State Legislature and Governor of
City revenues.

When expenditures are incurred for purposes for which both restricted and unrestricted fund
balances are available, the City’s policy is to apply restricted fund balances first, then unrestricted
fund balances as they are needed.

When expenditures are incurred for purposes where only unrestricted fund balances are
available, the City uses unrestricted resources in the following order: committed, assigned, and
unassigned.

When the unrestricted (unreserved) fund balance of the General Fund exceeds the amount needed
for the above purposes, the City Manager through the Finance Department will bring an item
to Council for options of use that meet the strategic goals that have been established within
the budget process.

Restricted (reserved) fund balances in the General Fund, Special Revenue Funds, and Capital
Projects Funds will be separated out and identified in the City’s accounting records, financial
statements, budgets, and audit reports. This same policy is followed with respect to restricted
amounts in the cash and investment balances of the Enterprise Funds. The purpose of this policy
is to show the City Council, staff, and the public what funds in these balances are unrestricted and
what funds are to be used for specific purposes.

Fund Management

Creation of new funds or elimination of existing funds shall be done by the Finance Department
or City Council action. A review and report by the Finance Department will be required prior to
City Council action. The Finance Department will conduct an annual review and, as part of the
budget, explain the purpose of each fund and assess if each fund is needed.

Departments or programs that are primarily funded by user fees and charges should be
segregated into their own funds or fund accounts to assist in cost accounting and ensuring fees
and charges are recovering an adequate portion of costs.
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Enterprise Funds

Budgets for Enterprise Funds will include the required level of debt service coverage for the fund
and a description of the relationship between operating budgets and construction budgets.

Financial Planning Goals

The City of Beaumont will prepare long-range financial plans to guide the Mayor and City Council
in adopting the City budget and to assist the City Council in ensuring the delivery of needed
services through inevitable economic cycles. The financial plans will help the Mayor, Council and
community evaluate the financial impact of all programs within the regional and local economic
conditions. The plans will also assist in coordinating funding needs among enterprise, special
revenue, and General Fund functions.

Financial planning and budgeting will be based on the following principles:

1. Revenue estimates will be prepared on a conservative basis to minimize the possibility
that economic fluctuations could surprise the City and jeopardize ongoing serve delivery
during the fiscal year.

2. Expenditure estimates will anticipate needs that are reasonably predicable.

3. Forecasts will rely on a common set of basic economic assumptions that will be
established, updated, and distributed by the Finance Department.

Financial Plans and Forecasts

Prior to the initiation of the annual budget process, the Finance Department will prepare an annual
City financial assessment report. This report will include a comprehensive overview of the City’s
financial condition.

Five-year financial forecasts and plans will be prepared annually for the General Fund, General
Fund departments, major Enterprise Funds, Special Revenue Funds, and other funds that
materially affect the City. Plans will be based on current service levels and funding sources, as
well as anticipated changes to service levels and funding. If appropriate, the plans will identify
additional resources needed to continue current service levels or identified service adjustments.

General Fund departments will forecast and monitor their own revenues and expenditures. The
Finance Department will assist departments in developing appropriate systems, will retain fiscal
oversight responsibility for the entire City and will publish regular financial status reports on
revenues and expenditures.

Enterprise Fund and Special Revenue Fund forecasts will identify any impact on rates. The
forecasts will discuss how standards for debt service coverage and operating reserves are
established and maintained. Departments that manage Enterprise and Special Revenue Funds
will prepare and coordinate with the Finance Department on the presentation of regular status
reports on revenues and expenditures.
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Capital and Other Asset Plans

The departments that are responsible for major infrastructure and utility improvements will
complete 10 or 20-year master plans to support growth and replacement needs. The master
plans must support and reconcile with the City’s major planning documents.

The City will annually prepare a Citywide five-year Capital Improvements Plan (CIP) that provides
the Mayor and City Council with an overview of the condition of its infrastructure. It should include
prioritized department needs for capital replacement, additions, and major maintenance, along
with the potential impacts of not funding certain projects. The plan will include estimated project
costs and operating costs and will identify funding sources. Staff will ensure the proposed funding
is in fact an eligible source under state law. It will highlight what projects are fully funded and
which ones are not.

The City will annually adopt a Capital Budget that will include estimated resources and capital
expenditures based on the first year of the current Capital Improvements Plan. Other major asset
categories critical to service delivery such as facilities, fleet and technology will also have master
plans to ensure their timely replacement.

The City will identify and include full costs of future maintenance needs and operating costs of
new capital improvements and equipment prior to funding as part of the Capital Budget.

In general, all assets will be maintained at a level that protects capital investment and minimizes
future maintenance and replacement costs. A high priority will be placed on maintenance where
deferring maintenance will result in greater costs to restore or replace neglected facilities such as
roads. Each department with major capital assets will maintain accurate information on the
condition and lifespan of its major assets to assist in long-term planning, such as a pavement
management index. Each department with major capital assets will develop replacement costs
data for major assets to assist in City asset management and investment decisions.

Maintenance and operations of major capital assets should be given priority over acquisition of
new assets.

Revenue Goals

1. The City will maximize and diversify its revenue base to raise sufficient revenue to support
essential City services and to maintain services during periods of declining economic activity.
The City’s overall revenue structure will be designed to recapture some of the financial
benefits resulting from City economic and community development investments. Revenue
collection efforts that produce positive net income for City service delivery will be the highest
budget priority.

2. Departments that primarily or exclusively operate with non-General Fund revenue will

minimize reliance on General Fund support for discrete programs that are not supported with
fees.

Revenue Collections

The City will use all cest-effectivecost-effective means available to collect revenues due.
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The Finance Department is responsible for ensuring all Accounts Receivable are properly
pursued and accounted for, which includes an aging of each receivable and the development of
a bad debt policy. The Finance Department will ensure, on an annual basis, that a report is
provided to the City Council on the condition of the City’s collection efforts and any accounts
receivable and the development of a bad debt policy. The Finance Department will ensure, on
an annual basis, that a report is provided to Council on the condition of the City’s collection efforts
and whether any accounts receivable should be written off.

The Mayor and City Council must approve any fee waivers.

Development Impact Fee Revenues

The City seeks to recover some of the cost of growth through development impact fees on new
developments in the City of Beaumont. As Beaumont’s population grows, the demand for the
expansion of public infrastructure and the purchase of capital equipment needed to serve new
development in the City increases.

State law allows (State Mitigation Fee Act, Government Code 66000 et. seq.) and fairness dictates
that the new residents creating the need for expanded infrastructure and additional equipment
capital costs should make a contribution to their acquisition in the form of development impact fees.
Development impact fees are collected by the City of Beaumont for the expansion of public
infrastructure and facilities and the purchase of capital equipment needed for new development in
the City. All development impact fees are deposited in separate special revenue and expenditure
accounts in a separate Special Revenue Fund specifically designated for the particular
development impact fee. Development impact fees can only be spent for capital purchases due
to growth and are not used for salary or maintenance or operation expenditures.

Unfunded Mandates

The City will oppose state or federal actions that mandate expenditures that the Mayor and City
Council consider unnecessary and unfunded. The City will pursue intergovernmental funding to
support the incremental cost of such mandates.

Debt Management

Public borrowing through lease-purchase agreements, general obligation (GO) bonds, revenue
bonds, certificates of participation (COP) or other legal debt instruments may be in the public’s best
interest. However, the City will pursue policies that will not saddle the City and its residents with
excessive public debt and will carefully scrutinize any public borrowing proposals. Therefore, the
City Council, City Manager or other staff members must use debt in a wise and judicious manner.
Where public borrowing is considered appropriate by the City Council. It will be done in compliance
with California law and in accordance with the following policies:

1. Debt is limited to equipment purchases and major capital projects. It is not used for general
operating expenses. It is the policy of the City to maintain cash balances at a sufficient
level for general operating costs (those items normally funded in the City’s annual
operating budget and having a useful life of less than one year). Short-term securities may
be issued in cases where the City’s normal cash flow has been disrupted as a result of
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natural disaster or unexpected delays in the receipt of federal or state revenues.

2. The maturity date for any debt does not exceed the reasonable expected useful life of the
equipment or capital improvement being financed.

3. When practical, the City will develop, authorize, and issue revenue, special fee or other
self-supporting debt instruments instead of incurring long term obligations payable from
General Fund revenues.

4. Coverage for revenue bonds or special fee debt instruments shall be determined based
on advice of the City’s Municipal Advisor, Bond Counsel and Underwriters in a manner
to best align with the City’s financing goals of achieving the lowest cost of borrowing,
financial flexibility and security for bond owners.

5. The City will maintain good communication with the public and City Council regarding its
financial condition.

6. The City will regularly evaluate its adherence to its debt policies. The City will promote
effective communications with bond rating agencies and others in the bond marketplace
based on full disclosure.

7. The City will adhere to its Beaumont amended and restated disclosure procedures.

To the extent feasible, debt issuances will be packaged and planned to minimize issuance fees
and interest rates.

Risk Management

The City will maintain adequate levels of insurance and implement a risk management program
for public liability, workers’ compensation, and related exposures. The program will emphasize
avoidance of risk whenever possible, funding for losses which cannot be avoided and transfer of
risk to third parties whenever appropriate.

The risk management program will include the systematic and continuous identification of loss
perils and exposures, the analysis of these in terms of frequency and severity probabilities, the
appropriate application of sound risk control procedures and the financing of potential claims and
administration costs within the City budget.

The City will use outside claims administrators.

As part of the annual budget process, staff will segregate and report to the Mayor and City Council
the past results of the risk management program, its relative financial status and plans for the
future. Resources will be established to fund open claims liabilities, incurred but not reported

(IBNR) claims and a catastrophic reserve or insurance as annual recommended by an
independent actuary, or as authorized by Generally Accepted Accounting Principles (GAAP).

Interest Earnings
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The Finance Department will assign interest earnings and expenses to the appropriate accounting
fund based on available cash balances consistent with generally accepted accounting principles
(GAAP). Investment policies will be reviewed annually and brought to the Mayor and Council for
approval.

Independent Audits

Staff will regularly use competitive processes to select and rotate new independent auditors that
will be responsible for the annual audit of financial records in accordance with state and federal
guidelines and generally accepted auditing standards.

The Comprehensive Annual Financial Report (CAFR) or audited financial statements along with
the Management Letter and responses from management, will be completed and shared with the
City Council.

Internal Control

The City Manager, through the Finance Director, will be responsible for implementing and
maintaining a comprehensive system of internal controls that provides reasonable assurance that
the City is operating in a way that is consistent with the desires of the City Council. Separation of
duties, administrative policies and procedures, accounting and reporting tools and an overall
organizational culture will be designed and encouraged to ensure the public’'s assets are
protected and the City’s business practices are in compliance with state and federal law, sound
ethical principles, best management practices and City Council policy.

Budget Adoption Procedures

Budgetary procedures for the City have been established by the City Council, which require the
legal adoption of a budget for all Accounting Funds. The following are the administrative
procedures followed by the City in its budgetary process. (Please also see Figure 1.)

1. Budget Preparation. Department heads meet with employees and prepare proposed
operating and capital budgets, as well as department goals and performance standards for
the coming fiscal year based on guidance provided by the Finance Director, City Manager and
City Council. The department heads submit these proposed budgets along with proposed
goals and performance standards to City Manager no later than March 1. The Finance Director
and City Manager takes information prepared by department heads and prepares the
proposed budget for the coming fiscal year for the City Council.

2. Budget Presentation. During the month of May, the City Manager, authorized by the City
Council to act as the Budget Officer, submits a proposed operating and capital budget for all
Governmental, Proprietary, Fiduciary Funds and other accounting funds to the City Council
for the subsequent fiscal year. The budget documents illustrate proposed financing sources
along with the proposed operating and capital budget expenditures.

3. Budget Work Meetings. The Finance and Audit Committee will hold one or more public

meetings to review the long-term fiscal forecast and the City Council will hold one or more public
budget work meetings to review the proposed annual budget.
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Figure 1

Annual Budget
Annual Budget Event Time Comments

Department heads submit City Manager and Finance Director take
proposed operating and capital March 1 information prepared by department heads
budgets, goals and performance and prepare the proposed budget for
standards to City Manager. coming fiscal year.

Proposed operating and capital budgets for
City Manager presents all Accounting Funds are distributed to
proposed budget to City May and June public, press and City Council. Copies are
Council. available for public review at City Hall and on

City website.

City Council reviews budget in
work meetings

May and June

City Council conducts reviews during
work meetings.

Public Hearing

June

Public is invited to comment on proposed
annual budget. City Council makes final
budget changes. City Manager incorporates
changes made by City Council into final
budget document.

Budget Adoption by City Council

June 30

Final budget is adopted by the City Council.
Since City revenues are highly dependent
upon the actions of the State Legislature,
final budget adoption may be delayed in
any given year until state budget is
adopted.

4. Budget Public Hearing. A public hearing is held to receive comments on all aspects of the
proposed budget. A notice in the local newspaper precedes the hearing. This notice is given
at least ten days before the hearing and includes the time, date and place of the hearing. All
budget documents are required to be available at least seven days prior to the public hearing.

5. Budget Adoption. A final budget is adopted by the City Council for the subsequent fiscal
year beginning July 1. Since city revenues are highly dependent upon the actions of the State
Legislature, final budget adoption may be delayed in any given year until the Governor and
State Legislature adopt a state budget.
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Statement of Investment Policy

Introduction

In accordance with the charter of the City of Beaumont and under authority granted by the City
Council, the City Manager is designated the responsibility for investing the unexpended cash in
the City Treasury and the overall conduct of the City’s investment program. The intent of this
Investment Policy is to formalize the framework for the investment activities that shall be exercised
to ensure the effective and judicious fiscal and investment management of the City’s funds. The
City’s portfolio shall be designed and managed in such a manner as to comply with state and
local laws, provide for daily cash flow requirement, ensure consistency with the prioritized
objectives of safety, liquidity, and return, and in a manner consistent with prudent investment
management and worthy of the public trust.

Governing Authority

The City’s investment program shall be managed in conformance with federal, state, and other
legal requirements, including California Government Code Sections 16429.1-16429.4, 53600-
53609, and 53630- 53686. This Investment Policy was endorsed and adopted by the City Council
and is effective May 18, 2021. This Investment Policy shall replace all previous versions.

Scope

The City’s investment policies apply to all personnel, departments, divisions, and offices of the
City government as well as all associated accounting funds under the direct authority of the City
of Beaumont. These accounting funds include, but are not limited to, the General Fund, Special
Revenue Funds, Enterprise Funds, Internal Service Funds, Debt Service Funds, Capital Projects
Funds, Private-Purpose Trust Funds and Agency Trust Funds. These investment policies are also
applicable to the City’s blended component units, including the Successer-Agency-to-the Beaument
—Beaumont Utility Authority; : :
,Beaumont Public Improvement Authority, Beaumont Financing Authority, and Beaumont Parking

Authority.-

The City commingles its investable assets to maximize interest earnings and to increase
efficiencies with respect to investment pricing, safekeeping, and administration. Investment
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income will be allocated to the various funds based on their respective percentage participation
in the total fund and in accordance with generally accepted accounting principles.

Proceeds arising from the issuance of debt shall be invested in accordance with the provisions of
their governing bond documents and in a manner consistent with the City’s general investment
philosophy as outlined in this Investment Policy.

Responsibility

The City Manager is ultimately responsible for the City’s implementation and compliance with
these policies unless the City Council authorizes exceptions. Under the direction of the City
Manager, the Finance Director will review, develop and implement a system of processes and
procedures to ensure compliance with these policies throughout the entire organization. The City
Manager will work with the Finance Director to ensure these policies are updated on a timely
basis.

Pooling of Funds

The City of Beaumont consolidates cash balances from all eligible funds to maximize investment
earnings. Funds held by the Trustee are not eligible to be pooled. The City schedules its collection
of receipts, deposits of funds and disbursements of monies to ensure maximum availability of
cash for temporary investment purposes. Investment income is allocated to the various Funds
based on their respective participation and in accordance with Generally Accepted Accounting
Principles (GAAP).

Objectives

The prioritized objectives of the City’s investment program are to preserve principal (safety),
ensure sufficient liquidity (liquidity), and generate a market rate of return (return).

1. Safety: Safety of principal is the foremost investment objective of the City’s investment
program. Investment shall be undertaken in a manner designed to ensure the preservation
of capital in overall portfolio growth. The City shall seek to preserve principal by mitigating
credit risk and interest rate risk.

2. Liquidity: The investment portfolio shall remain sufficiently liquid to meet all operating
requirements that may be reasonably anticipated. Because not all liquidity needs can be
anticipated, the investment portfolio shall focus on securities with active secondary and
resale markets.

3. Return: The investment portfolio shall be designed with the objective of attaining a market
rate of return throughout budgetary and economic cycles, taking into account the
investment risk constraints of safety and liquidity.

Set forth in section 17 of this Investment Policy are certain strategies and principles utilized by
the City to manage investment risks.

Standard of Care
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The standard of prudence to be used by City investment officials shall be the “Prudent Investor
Standard” and shall be applied in the context of managing the overall portfolio. As set forth in the
California Government Code 53600.3, the Prudent Investor Standard states:

“...all governing bodies of local agencies or persons authorized to make investment decisions on
behalf of those local agencies investing public funds pursuant to this chapter are trustees and
therefore fiduciaries subject to the prudent investor standard. When investing, reinvesting,
purchasing, acquiring, exchanging, selling, or managing public funds, a trustee shall act with care,
skill, prudence, and diligence under the circumstances then prevailing, including, but not limited
to, the general economic conditions and the anticipated needs of the agency, that a prudent
person acting in a like capacity and familiarity with those matters would use in the conduct of
funds of a like character and with like aims, to safeguard the principal and maintain the liquidity
needs of the agency. Within the limitations of this section and considering individual investments
as part of an overall strategy, investments may be acquired as authorized by law.”

Consistent with the objectives set forth in section vi of this Investment Policy, in addition to
safeguarding invested principal and ensuring sufficient liquidity for the City, a prudent investor
should also seek to optimize portfolio return subject to these constraints.

Indemnification

The City Manager, Finance Director, Finance Committee, City Council and other authorized
persons responsible for managing or overseeing City funds, acting in accordance within written
procedures and the intent and scope of this Investment Policy and exercising due diligence, shall
be relieved of personal liability for an individual security’s credit risk or market price changes,
provided that deviations from expectations are reported in a timely manner and appropriate action
is taken to control adverse developments.

Ethics and Conflicts of Interest

Officers and employees involved in the investment process will 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 investment decisions. Consistent with the
requirements of the California fair Political Practices Commission, employees and investment
officials will disclose any material interest in financial institutions with which they conduct
business. They shall further disclose any personal financial/investment positions that could be
related to the performance of the investment portfolio. Employees and officers will refrain from
undertaking personal investment transactions with the same individual with whom business s is
conducted on behalf of the City of Beaumont.

Delegation of Authority

The authority to manage the City’s investment program is provided by the California Government
Code Sections 53600 et seq. Authority to manage the City’s investment program is granted to the
City Manager and his or her designee. Responsibility for the operation of the investment program
is hereby delegated to the Finance Director, who shall act in accordance with this investment
policy. The Finance Director shall establish procedures for the operation consistent with this
investment policy and may authorize other finance department staff to initiate investment
transactions. All participants in the investment process shall seek to act responsibly as custodians
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of the public trust. No officer or designee may engage in an investment transaction except as
provided under the terms of this policy and supporting procedures.

The City may contract with one or more external investment managers to assist in the
management of the City’s investment portfolio in a manner consistent with the City’s objectives.
Such external managers may be granted discretion to purchase and sell investment securities in
accordance with this Investment Policy. Such managers must be registered under the Investment
Advisers Act of 1940 and specialize in the management of public funds fixed income portfolios.

Finance Committee

A Finance Committee is established to provide general oversight and direction concerning policy
related issues concerning management of the City's investment portfolio. The committee shall
meet quarterly unless circumstances require more frequent meetings.

Authorized Financial Institutions, Depositories, Broker Dealers, and
Competitive Transactions

In circumstances where the investment portfolio is managed internally, the requirements set forth
in Sections A and B, below, shall apply:

1. The City shall maintain a list of financial institutions and depositories authorized to provide
investment services. In addition, the City shall maintain a list of approved security
broker/dealers selected by conducting a process of due diligence. These may include
"primary" dealers or regional dealers that qualify under Securities and Exchange
Commission (“SEC”) Rule 15C3-1 (uniform net capital rule). The Finance Director will
determine which financial institutions are authorized to provide investment services to the
City. Institutions eligible to transact investment business with the City include:

a) Primary government dealers as designated by the Federal Reserve System
b) Regional broker/dealers qualified under SEC Rule 15C3-1

c) Nationally or state-chartered banks

d) The Federal Reserve Bank

e) Direct Issuers of securities eligible for purchase

2. Investment staff shall review broker/dealers who would like to transact with the City to
determine if they are adequately capitalized and make markets in the securities
appropriate to the City's needs. The Investment Officer shall send a copy of the current
investment policy to all broker/dealers approved to transact with the City. Financial
institutions which desire to become qualified broker/dealers for investment transactions
(and which are not transacting solely through an investment advisor) must provide the City
with a statement certifying that the institution has reviewed the California Government
Code Section 53600 et seq. and the City’'s Investment Policy. The selection of
broker/dealers shall be at the sole discretion of the City.

35



3. Selection of broker/dealers used by an external investment adviser retained by the City
will be at the sole discretion of the investment adviser, provided such broker/dealers meet
the requirements set forth in section A, above.

4. Public deposits will be made only in qualified public depositories as established by State
statutes. Deposits will be insured by the Federal Deposit Insurance Corporation (FDIC),
or, to the extent the amount exceeds the insured maximum, will be collateralized in
accordance with state statutes. A written contract of deposit of public funds must be
obtained from the financial institution, indicating the institution’s policy and process of
FDIC insurance and collateralization.

5. ltis the policy of the City to require competitive bidding from at least three broker/dealers
for investment transactions that are not classified as “new issue” securities whenever
possible and practical. Such competitive bidding can be executed through competitive
bidding or through the use of a nationally recognized trading platform. In such
circumstances where competitive price comparisons are not available, best efforts will be
made to document quotations for comparable or alternative securities.

Security Safekeeping and Delivery Procedures

Third-Party safekeeping: To protect against fraud, embezzlement, or losses caused by collapse
of an individual securities dealer and to enhance access to securities and interest payments, all
securities owned by the City shall be held in safekeeping by a third-party bank trust department
acting as agent for the City under the terms of a duly executed custody agreement. In connection
with the City’s annual independent audit, securities held in custody are audited to verify
investment holdings. No outside broker/dealer or advisor may have access to the City funds,
accounts or investments, and any transfer of funds to or through an outside broker/dealer must
be approved by the City Council.

Delivery-Versus-Payment: All trades of marketable securities shall be cleared and settled on a
standard delivery-versus-payment (“DVP”) basis to ensure that securities are deposited in the
City’s safekeeping account prior to the release of funds.

Internal Controls

A system of internal controls has been established to prevent losses of public funds arising from
fraud, employee error, misrepresentation by third parties, or unanticipated changes in financial
markets. Internal controls deemed most important include control of collusion, separation of
transaction authority from accounting and record keeping, custodial safekeeping, avoiding
physical delivery of securities, clear delegation of authority to subordinate staff members, written
confirmation of transactions for investments and wire transfers and development of a wire transfer
agreement with the lead bank and third-party custodian. Furthermore, an independent analysis
by an external auditor shall be conducted annually to review internal control, account activity, and
compliance with policies procedures, and applicable laws.

Authorized Investments

The investment of City funds shall be made in accordance with Sections 53600 et seq. of the
California Government Code and in accordance with this Investment Policy. Permitted
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investments for the City shall include the following security types and related credit quality,
maturity, and diversification constraints.

1. Municipal Bonds: Bonds issued by the City, the State of California, any other of the 49
states in addition to California, and any local agency within the state of California. This
authorization includes the ability to invest in obligations payable solely out of the revenues
from a revenue-producing property owned, controlled, or operated by a state or any local
agency in the state of California or by a department, board, agency, or authority of a state or
any local agency in the state of California.

a) Credit Quality: Securities in this category shall have a minimum credit rating of A (or
its equivalent) by at least one nationally recognized statistical rating organization at
the time of purchase.

b) Maximum Maturity: Five years at the time of purchase as measured by the settlement
date.

c) Diversification: No more than 5% of the portfolio may be invested in any single issuer.
No more than 30% of the portfolio may be invested in this category.

2. U.S. Treasury Obligations: United States Treasury bills, notes, bonds, and certificates of
indebtedness or those for which the faith and credit of the United States are pledged for the
payment of principal and interest.

a) Credit Quality: No minimum credit rating required for securities in this category.

b) Maximum Maturity: Five years at the time of purchase as measured by the settlement
date.

c) Diversification: There are no dollar or percentage limits on securities in this category.

3. Federal Agency and Government Sponsored Enterprise Obligations: Federal agency
or United States government-sponsored-enterprise obligations, participants, or other
instruments, including those issued by or fully guaranteed as to principal and interest by
federal agencies or United States government-sponsored enterprises.

a) Credit Quality: No minimum rating required for securities in this category.

b) Maximum Maturity: Five years at the time of purchase as measured by the settlement
date.

c) Diversification: There are no dollar or percentage limits individual issuers in this
category.

4. Commercial Paper: Commercial paper of "prime" quality and issued by a corporation
organized and operating in the United States with total assets of at least $500 million.

a) Credit Quality: Securities in this category must be rated “A-1” (or the equivalent) or
higher by at least one nationally recognized statistical rating organization. In addition,
debt other than commercial paper (if any) issued by corporations in this category must
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b)

c)

be rated at least “A” (or the equivalent) or better by at least one nationally recognized
statistical rating organization.

Maximum Maturity: 270 days at the time of purchase as measured by the settlement
date.

Diversification: No more than 5% of the City’s portfolio may be invested in any single
issuer of commercial paper. For purposes of this issuer limitation, holdings of
commercial paper and medium-term notes of a single issuer shall be limited to 10% of
total portfolio assets. No more than 25% of the total portfolio may be invested
cumulatively in commercial paper or asset-backed commercial paper as defined in
Section 6, below. No more than 10% of the outstanding commercial paper of any single
issuer may be purchased.

5. Asset-Backed Commercial Paper: Asset-Backed Commercial paper of “prime” quality

and issued by an entity organized within the United States as a special purpose corporation,
trust, or limited liability company.

a)

b)

c)

Credit Quality: Securities in this category must be rated “A-1” (or the equivalent) or
higher by at least one nationally recognized statistical rating organization. In addition,
the issuing entity must have program wide credit enhancements including, but not
limited to, overcollateralization, letters of credit, or a surety bond.

Maximum Maturity: 270 days at the time of purchase as measured by the settlement
date.

Diversification: No more than 5% of the City’s portfolio may be invested in any single
issuer of commercial paper. For purposes of this issuer limitation, holdings of
commercial paper and medium-term notes of a single issuer shall be limited to 10% of
total portfolio assets. No more than 25% of the total portfolio may be invested
cumulatively in asset-backed commercial paper or commercial paper as defined in
Section 5, above. No more than 10% of the outstanding commercial paper of any
single issuer may be purchased.

6. Federally Insured Time Deposits: Non-negotiable certificates of deposit in state or

federal chartered deposit insurance.

a)

b)

c)

Credit Quality: Securities in this category shall be limited to the maximum amount
covered by federal deposit insurance.

Maximum Maturity: Five years at the time of purchase as measured by the
settlement date.

Diversification: No more than 5% of the portfolio may be invested in any single issuer
of non-negotiable or negotiable certificates of deposit. No more than 15% of the
portfolio may be invested in any combination of non-negotiable certificates of deposit
as set forth in subsections 6, 7, and 8 hereto. No more than 30% of the portfolio may
be invested in any combination of non-negotiable or negotiable certificates of deposit.

7. Collateralized Time Deposits: Non-negotiable certificates of deposit in state or federally
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chartered banks, savings and loans, or credit unions in excess of federal deposit insurance
limits which are fully collateralized in accordance with state law.

a)

b)

c)

Credit Quality: Securities in this category exceeding federal deposit insurance limits
shall be collateralized in accordance with state law and be issued by institutions which
have long-term debt obligations rated “A” (or the equivalent) or better and short-term
debt obligations, if any, rated “A1” (or the equivalent) or better by at least two nationally
recognized statistical rating agencies.

Maximum Maturity: Five years at the time of purchase as measured by the settlement
date.

Diversification: No more than 5% of the portfolio may be invested in any single issuer
of non-negotiable or negotiable certificates of deposit. No more than 15% of the
portfolio may be invested in any combination of non-negotiable certificates of deposit
as set forth in subsections 7, 8, and 9 hereto. No more than 30% of the portfolio may
be invested in any combination of non-negotiable or negotiable certificates of deposit.

8. Certificate of Deposit Placement Services: Non-negotiable certificates of deposit at a

commercial bank, savings bank, savings and loan association, or credit union that that uses
a private sector entity to assist in the placement of deposits (e.g., CDARS).

a)

b)

c)

Credit Quality: The full amount of each deposit and the interest that may accrue on
each such deposit shall at all times be insured by federal deposit insurance.

Maximum Maturity: Five years at the time of purchase as measured by the settlement
date.

Diversification: No more than 5% of the portfolio may be invested in any single issuer
of non-negotiable or negotiable certificates of deposit. No more than 15% of the
portfolio may be invested in any combination of non-negotiable certificates of deposit
as set forth in subsections 7, 8, and 9 hereto. No more than 30% of the portfolio may
be invested in any combination of non-negotiable or negotiable certificates of deposit.

9. Negotiable Certificates of Deposit: _Negotiable certificates of deposit issued by a

nationally or state-chartered bank, a savings association, or a federal association (as defined
by Section 5102 of the Financial Code), a state or federal credit union, or a federally licensed
or state-licensed branch of a foreign bank.

a)

b)

c)

Credit Quality: Securities in this category exceeding federal deposit insurance limits
shall be issued by institutions which have long-term debt obligations rated “A” (or the
equivalent) or better and short-term debt obligations, if any, rated “A-1" (or the
equivalent) or better by at least two nationally recognized statistical rating agencies.

Maximum Maturity: Five years at the time of purchase as measured by the settlement
date.

Diversification: No more than 5% of the portfolio may be invested in any single issuer
of non-negotiable or negotiable certificates of deposit. No more than 30% of the
portfolio may be invested in any combination of non-negotiable or negotiable
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certificates of deposit.

10. Repurchase Agreements: Repurchase agreements with specific terms and conditions
may be transacted with banks and brokers. Such investments must be subject to a “Master
Repurchase Agreement” substantially in the form developed by the Securities Industry and
Financial Markets Association (“SIFMA”).

a) Credit Quality: Repurchase agreements shall be collateralized with U.S. Treasury
and Federal Agency securities (as authorized herein) maintained at a value of at least
102% of the market value of the repurchase agreement. Securities used as collateral
for repurchase agreements shall be delivered to the City’s custodian bank.

b) Maximum Maturity: 1 year at the time of entry.

c) Diversification: There are no dollar or percentage limits on securities in this category.

11. Medium-Term Corporate Notes: Medium-term corporate notes shall mean all corporate
and depository institution debt securities issued by corporations organized and operating
within the United States or by depository institutions licensed by the United States or any state
and operating within the United States.

a) Credit Quality: Securities in this category shall be rated in the “A” category or better
by at least two nationally recognized statistical rating organizations at the time of
purchase.

b) Maximum Maturity: Five years at the time of purchase as measured by the settlement
date.

c) Diversification: No more than 5% of the portfolio may be invested in any single
issuer. No more than 10% of the total portfolio may be invested in the commercial
paper and medium-term notes of a single issuer. No more than 30% of the portfolio
may be invested in this category.

12. Money Market Mutual Funds: Money market mutual funds registered with the Securities
and Exchange Commission under the Investment Company Act of 1940 (15U.S.C. Sec. 80a-
1 et seq.) meeting the credit quality requirements set forth below or retaining an investment
adviser registered or exempt from registration with the Securities and Exchange Commission
with not less than five years' experience managing money market mutual funds with assets
under management in excess of five hundred million dollars ($500,000,000).

a) Credit Quality: Attained the highest ranking or the highest letter and numerical rating
provided by not less than two nationally recognized statistical rating organizations.

b) Maximum Maturity: No maturity restrictions apply.

c) Diversification: No more than 20% of the portfolio may be invested in this category.

13. Mortgage Pass-Through and Asset-Backed Securities: Mortgage pass-through
securities, collateralized mortgage obligations, mortgage-backed or other pay-through bond,
equipment lease-backed certificate, consumer receivable pass-through certificate, or
consumer receivable-backed bonds meeting the requirements set forth below.

40




a) Credit Quality: Securities eligible for investment under this subdivision not issued or
guaranteed by an agency or issuer identified in subdivision (2) or (3) shall be rated in
a rating category of “AA” or its equivalent or better by an NRSRO and have a maximum
remaining maturity of five years or less.

b) Maximum Maturity: Five years at the time of purchase as measured by the settlement
date.

c) Diversification: With the exception of obligations issued or guaranteed by an agency

or_issuer identified in subdivision (2) or (3)by-Federal-Agencies—and-Government

} Hied : - no more than 5% of the

portfolio may be invested in any single issuer. No more than 10% of the total portfolio
may be invested in this category.

14. State of California Local Agency Investment Fund: The State of California Local
Agency Investment Fund (“LAIF”) managed by the State of California Treasurer’s Office.

a) Credit Quality: No credit rating requirements exist for LAIF. In addition, should LAIF
invest in securities or instruments prohibited or not specifically authorized by the City’s
Investment policy, the City is not prohibited from investing in LAIF provided sufficient
information is available to allow the City to understand the risks associated with
investing in LAIF.

b) Maximum Maturity: No maturity restrictions apply.

c) Diversification: The City may invest up to the maximum amount permitted by
California state law.

15. Joint Powers Authority Pools: Shares of beneficial interest issued by a joint powers
authority organized pursuant to Section 6509.7 that invests in securities authorized by
California Government Code Section 53601 subdivisions (a) to (r), inclusive, and that has
retained an investment adviser that is registered or exempt from registration with the
Securities and Exchange Commission having not less than five years of experience investing
in the securities and obligations authorized by California Government Code Section 53601
and having at least five hundred million dollars ($500,000,000) under management.

a) Credit Quality: There are no credit rating requirements for Joint Powers Authority
Pools.

b) Maximum Maturity: No maturity restrictions apply.

c) Diversification: The City may invest up to the maximum amount permitted by
California law.

16. Supranational Securities: United States dollar denominated senior unsecured
unsubordinated obligations issued or unconditionally guaranteed by the International Bank for
Reconstruction and Development, International Finance Corporation, or Inter-American
Development Bank eligible for purchase and sale within the United States.

a) Credit Quality: Securities in this category shall be rated in the “AA” category or better
by at least one nationally recognized statistical rating organization at the time of
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purchase.

b) Maximum Maturity: Five years at the time of purchase as measured by the settlement
date.

c) Diversification: No more than 10% of the portfolio may be invested in any single
issuer. No more than 15% of the portfolio may be invested in this category.

Bond Proceeds: Proceeds arising from the issuance of debt shall be invested in accordance
with the provisions of their governing bond documents and in a manner consistent with the City’s
general investment philosophy as outlined in this Investment Policy. Bond proceeds are not
eligible as a part of the City’s pooled funds. Securities authorized by the bond indenture or similar
investment documents that are not authorized by the City’s Investment Policy will be considered
approved investments for bond proceeds when the bond indenture or similar authorizing
document is approved by the City Council. Bond reserve funds, escrow funds and any funds
approved by the City Council may be invested in securities with maturity limits of five years or an
appropriate longer period. The bond indenture shall provide any specific restrictions or limitations
on either the nature or the duration of the investments and should be the governing document.

Note on Credit Quality Requirements: Should the credit rating of a security owned by
the City be downgraded to a level below that required by this Investment Policy, the City will
review the credit situation and determine if such securities should be sold or retained in the
portfolio based upon its remaining term to maturity, the credit outlook for the issuer, and other
relevant facts and circumstances. If the decision is made to retain a downgraded security, it will
be closely monitored by the City and reported quarterly to the Finance Committee.

Note on Maximum Maturity Limitation: The five-year maturity limitation of this
Investment Policy shall be measured as of the transaction settlement date. In accordance with
section 53601 of the California Government Code, this five-year maturity limitation may be
extended if deemed prudent by the Investment Officer and provided that the City Council has
approved such investment either specifically or as part of an investment program approved by
the legislative body no less than three months prior to the investment.

Note on Diversification Requirements: The diversification requirements set forth above
relating to the maximum allowable percentage for a particular issuer or investment type shall apply
at the time of purchase. Due to fluctuations in the aggregate invested balance, these maximum
percentages may be exceeded from time to time and shall not require liquidation to realign the
portfolio. However, consideration should be given to this matter when future purchases are made.

Note on Other Requirements: Should any investment fall out of compliance with any other
guidelines of this policy after its purchase, the City will review the situation and determine if such
securities should be sold or retained in the portfolio based upon its remaining term to maturity,
the credit outlook for the issuer, and other relevant facts and circumstances. If the decision is
made to retain such a security, it will be closely monitored by the City and reported quarterly to
the Finance Committee.

Prohibited Investments and Practices
Provided below are certain prohibited investments and investment practices intended to help
safeguard invested balances.
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1. In accordance with California Government Code section 53601.6, investments in inverse
floaters, range notes, mortgage-derived interest-only strips are prohibited. In addition, the
purchase of any security that could result in zero interest accrual if held to maturity is also
prohibited except for the purchase securities issued or backed by the United States
government in the event of, and for the duration of, a period of negative market interest
rates.

2. Investments not specifically described herein are prohibited.
3. The purchase or sale of securities on margin is prohibited.

4. The purchase of securities denominated in foreign currencies is prohibited.
5. The purchase or sale of securities done solely to speculate on the direction of future
interest rates is prohibited.

Any investment currently held that does not meet the guidelines of this policy shall be exempted
from the requirements of this policy. At maturity or liquidation, any such monies shall be
reinvested only as provided for in this policy.

Managing Portfolio and Investment Risks

Safety of principal is the foremost investment objective of the City. Each investment transaction
shall seek to ensure that capital losses are avoided, whether from securities default, broker/dealer
default, or erosion of market value. The overall program shall be designed and managed with a
degree of professionalism that is worthy of the public trust. In a diversified portfolio, it must be
recognized that occasional measured losses are inevitable and must be considered within the
context of the overall portfolio’s investment return, provided that adequate diversification has been
implemented. The City shall seek to preserve principal by mitigating credit risk and market risk
as set forth below.

Mitigating Credit Risk: Credit risk is the risk that a security or a portfolio will lose some or all of
its value due to a real or perceived change in the ability of the issuer to repay its debt. The City
shall seek to mitigate credit risk by adopting the following strategies:

1. Adhering to the diversification requirements set forth in Section XIllI of this policy which
limits the amount of the total portfolio that may be invested in any single issuer.

2. Utilizing an active management strategy that allows for the sale of securities prior to their
scheduled maturity dates for purposes of improving the portfolio’s credit quality, liquidity,
yield, or return profile in response to changing market conditions or City circumstances.

3. Reviewing downgraded securities. Should the credit rating of a security owned by the City
be downgraded to a level below that required by this Investment Policy, the City will review
the credit situation and determine if such securities should be sold or retained in the
portfolio based upon its remaining term to maturity, the credit outlook for the issuer, and
other relevant facts and circumstances.

4. Monitoring any downgraded securities. If the decision is made to retain a downgraded
security, it will be closely monitored by the City and reported quarterly to the Investment
Committee.
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Mitigating Interest Rate Risk: Market risk is the risk that the value of a security or portfolio will
fluctuate due to changes in the general level of interest rates. The City understands that while
longer-term portfolios have the potential to generate higher investment returns over time, they
also exhibit a greater volatility of return. In addition, the City further recognizes certain types of
securities, including variable rate securities, securities with principal paydowns prior to maturity,
and securities with embedded call options, will affect the market risk characteristics of the portfolio
differently. Accordingly, the City will mitigate market risk by adopting the following strategies:

1. The City shall maintain sufficient balances in short-term investments to provide liquidity
for expected and contingent expenditures thereby limiting the need to sell securities prior
to maturity. Liquidity funds shall be maintained in short-term investments such as LAIF,
deposit accounts collateralized in accordance with state law, and money market funds and
instruments with minimal market risk.

2. Longer-term securities shall be scheduled to mature in advance of known expenditure
requirements whenever possible.

3. The City shall avoid the purchase of securities for the sole purpose of short-term
speculation.

4. The maximum stated final maturity of any security in the portfolio shall be five years,
except as otherwise stated in this Investment Policy.

5. The maximum percentage of callable securities (excluding securities with “make whole”
call provisions) held in the portfolio shall be 20%.

6. The weighted average duration of the actively managed portion of the portfolio, i.e., non-
liquidity funds, shall be maintained in a range of +/- 25% the duration of a market
benchmark as selected by the City based upon the City’s risk tolerances and investment
objectives.

Performance Standards & Evaluation

Consistent with the City’s circumstances and risk tolerances, the investment performance
objective for the managed portfolio shall be to earn a total rate of return over market cycles that
is approximately equal to the return on the City’s chosen benchmark index.

Reporting and Disclosure

In accordance with Government Code Section 53646(8)(1), the City Treasurer shall submit to the
Finance Committee a quarterly report that will then be taken to the City Council. The report shall
include a complete description of the portfolio, the type of investments, the issuers, maturity dates,
par values and the current market values of each component of the portfolio, including funds
managed for the City of Beaumont by third party contract managers. The report will also include
the source of the portfolio valuation. As specified in Government Code 53646(e), if all funds are
placed in the Local Agency Investment Fund (LAIF), FDIC insured accounts and/or county
investment pool, the foregoing report elements may be replaced by copies of the latest statements
from such institutions. The report must also include a certification that (1) all investment actions
executed since the last report have been in full compliance with the investment policy, and, (2)
the City of Beaumont will meet its expenditures obligations within the cash flow needs.

44



Policy Review and Adoption

The City of Beaumont's investment policy shall be adopted by resolution of the City Council on,
at minimum, an annual basis. This investment policy shall be reviewed at least annually to ensure
its consistency with the overall objectives of preservation of principal, liquidity, and return as well
as its relevance to current law and financial and economic trends. In accordance with Senate Bill
564 and Senate Bill 866, effective January 1, 1996, the City staff brings forward each year the
City’s Investment Policy for review by the City Council. Any amendments to the policy shall be
forwarded to City Council for approval.

City of Beaumont Investment Policy
Glossary of Terms

This Glossary of Terms is provided for general reference purposes only and does not constitute
or reflect an exhaustive or exclusive list of terms and definitions that may be applicable to the City
of Beaumont’s Investment Policy Statement. The definitions included herein do not modify or
otherwise amend or supersede any of the terms of this Investment Policy Statement or applicable
State or Federal law.

ACCRUED INTEREST: The amount of interest that is earned but unpaid since the last interest
payment date.

ADJUSTABLE-RATE NOTE: (See Floating Rate Note)
AGENCY SECURITIES: (See U.S. Government Agency Securities)

AMORTIZATION: The systematic reduction of the amount owed on a debt issue through periodic
payments of principal.

ASSET-BACKED COMMERCIAL PAPER: A short-term investment vehicle with a maturity date
that is typically between 90 and 270 days. A bank or other financial institution typically issues the
security itself. The notes are backed by the company's physical assets such as trade receivables.
Companies will use an asset-backed commercial paper to fund short-term financing needs.

AVERAGE LIFE: The average length of time that an issue of serial bonds and/or term bonds with
a mandatory sinking fund feature is expected to be outstanding.

ASKED PRICE: The price at which securities are offered from a seller.

ASSET BACKED SECURITIES (ABS): (See Receivable-Backed Securities)

BANKERS’ ACCEPTANCE (BA): Negotiable money market instruments issued primarily to
finance international trade. These are time drafts in which a bank “accepts” as its financial
responsibility to pay the principal at maturity even if the importer does not. In essence, these are

bank obligations collateralized by goods being shipped between an exporter and an importer.

BASIS POINT: When a yield is expressed as percentage terms (e.g., 2.25%), the digits to the
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right of the decimal point are known as basis points. One basis point equals 1/100 of one percent.
Basis points are used more often to describe changes in yields on bonds, notes and other fixed-
income securities.

BENCHMARKS: Indexes created to include multiple securities representing some aspect of the
total market. Benchmarks are often used as a standard against which the performance of a
security, mutual fund, or investment manager may be measured.

BID PRICE: The price at which a buyer offers to buy a security.

BOND INDENTURE: The contract associated with a bond. The terms of a bond indenture include
a description of the bond features, restrictions placed on the issuer, and the actions that will be
triggered if the issuer fails to make timely payments.

BOND PROCEEDS: The proceeds from the sale of bonds, notes, and other obligations issued
by an entity, and reserves and funds maintained by an entity for debt service purposes.

BOOK ENTRY: The system, maintained by the Federal Reserve, by which most money market
securities are “delivered” to an investor's custodian bank. The Federal Reserve maintains a
computerized record of the ownership of these securities and records any changes in ownership
corresponding to payments made over the Federal Reserve wire (delivery versus payment). The
owners of these securities do not receive physical certificates.

BOOK VALUE: The original cost of the investment, plus accrued interest and amortization of any
premium or discount.

BROKER: A broker brings buyers and sellers together and is compensated for his/her service.

CALLABLE BONDS: Bonds that may be redeemed by the issuing company prior to the maturity
date.

CALL PRICE: The price at which an issuer may redeem a bond prior to maturity. The price is
usually at a slight premium to the bond’s original issue price to compensate the holder for loss of
income and ownership.

CALL RISK: The risk to a bondholder that a bond may be redeemed prior to maturity.
CAPITAL GAIN/LOSS: The profit or loss realized from the sale of a capital asset.

CERTIFICATE OF DEPOSIT (CD or NCD): A deposit of funds at a bank for a specified period of
time that earns interest at a specified rate. Commonly known as “CDs” or “negotiable CDs.”

CERTIFICATE OF DEPOSIT PLACEMENT SERVICES: The purpose of the Certificate of
Deposit Account Registry Service (CDARS) is to help people who invest in certificate of deposits
(CDs) keep their money insured while also staying below the Federal Deposit Insurance
Corporation (FDIC) insurance limit of $250,000 per depositor per bank.

COLLATERAL: Securities or cash pledged by a borrower to secure repayment of a loan or

repurchase agreement. Also, securities pledged by a financial institution to secure deposits of
public moneys.
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COLLATERLIZED TIME DEPOSIT: A Time Deposit supported by collateral.

COLLATERALIZED MORTGAGE OBLIGATION (CMO): A type of mortgage-backed security
that contains a pool of mortgages bundled together and sold as an investment. Organized by
maturity and level of risk, CMOs receive cash flows as borrowers repay the mortgages that act
as collateral on these securities. In turn, CMOs distribute principal and interest payments to their
investors based on predetermined rules and agreements.

COMMERCIAL PAPER (CP): Short-term unsecured promissory notes issued by corporations
for maturities of 270 days or less.

CONVEXITY: A measure of a bond’s price sensitivity to changing interest rates. A high convexity
indicates greater sensitivity of a bond’s price to interest rate changes.

CREDIT OUTLOOK: (See Rating Outlook)

CREDIT QUALITY: The measurement of the financial strength of a bond issuer. This
measurement helps an investor to understand an issuer’s ability to make timely interest payments
and repay the loan principal upon maturity. Generally, the higher the credit quality of a bond
issuer, the lower the interest rate paid by the issuer because the risk of default is lower. Credit
quality ratings are provided by nationally recognized statistical rating organizations.

CREDIT RISK: The risk to an investor that an issuer will default in the payment of interest and/or
principal on a security.

CREDIT WATCH: Indicates that a company’s credit is under review and credit ratings are subject
to change. Positive (+) credit watch indicates that the credit rating is under review for possible
upgrade. Negative credit watch (-) indicates that the credit rating is under review for possible
downgrade. Evolving/Neutral credit watch indicates that credit rating is under review with direction
uncertain.

COUPON: The rate at which a bond pays interest.

CURRENT YIELD: The annual income from an investment divided by the current market value.
Since the mathematical calculation relies on the current market value rather than the investor’s
cost, current yield is unrelated to the actual return the investor will earn if the security is held to
maturity.

CUSTODIAN: A bank or other financial institution that keeps custody of stock certificates and
other assets.

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

DELIVERY VERSUS PAYMENT (DVP): Delivery of securities with a simultaneous exchange of
money for the securities.

DERIVATIVE: A security whose interest rate of principal amount may vary and are determined
by a market index or a combination of market indexes.
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DISCOUNT: The difference between the par value of a bond and the cost of the bond, when the
cost is below par. Some short-term securities, such as Treasury bills and bankers’ acceptances,
are known as discount securities. They sell at a discount from par and return the par value to the
investor at maturity without additional interest. Other securities, which have fixed coupons, trade
at a discount when the coupon rate is lower than the current market rate for securities of that
maturity and/or quality.

DIVERSIFICATION: An investment principle designed to spread the risk in a portfolio by dividing
investments among different sectors, industries and companies.

DOLLAR-WEIGHTED AVERAGE MATURITY: A calculation that expresses the “average
maturity” of an investment portfolio using each investment’s maturity weighted by the size of that
investment.

DOWNGRADE: A negative change in the credit rating of a security.

DURATION: A measure of the timing of the cash flows, such as the interest payments and the
principal repayment, to be received from a given fixed-income security. This calculation is based
on three variables: term to maturity, coupon rate and yield to maturity. The duration of a security
is a useful indicator of its price volatility for given changes in interest rates.

EMBEDDED CALL OPTION: A feature of a financial instrument that lets issuers take specified
actions at some future time. Embedded call options are provisions included in some fixed-income
securities that allow the issuer to call back (redeem) the issue at a date earlier than the legal final
maturity date.

FEDERAL DEPOSIT INSURANCE CORPORATION (FDIC): The Federal Deposit Insurance
Corporation (FDIC) is an independent agency created by the Congress to maintain stability and
public confidence in the nation’s financial system. The FDIC insures deposits; examines and
supervises financial institutions for safety, soundness, and consumer protection; makes large and
complex financial institutions resolvable; and manages receiverships.

FEDERAL FUNDS RATE: Interest rate charged by banks with excess reserves at a Federal
Reserve district bank to banks needing overnight loans to meet reserve requirements. A target
rate is set by the FOMC.

FEDERAL OPEN MARKET COMMITTEE (FOMC): This committee sets Federal Reserve
guidelines regarding purchases and sales of government securities in the open market as a
means of influencing the volume of bank credit and money.

FEDERAL RESERVE SYSTEM: A U.S. centralized banking system, which has supervisory
powers over the 12 Federal Reserve banks and member banks.

FEDERALLY INSURED TIME DEPOSIT: A Time Deposit insured by the FDIC.
FITCH, INC: (see Nationally Recognized Statistical Rating Organization)
FIXED-INCOME SECURITIES: Securities that return a fixed income over a specified period.

FLOATING RATE NOTE: A debt security whose interest rate is reset periodically (monthly,
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quarterly, annually) and is based on a market index (e.g., Treasury bills, LIBOR, etc.).

GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP): GAAP is a combination of
authoritative standards (set by policy boards) and the commonly accepted ways of recording and
reporting accounting information. GAAP aims to improve the clarity, consistency, and
comparability of the communication of financial information.

INTEREST: The amount earned while owning a debt security, generally calculated as a
percentage of the principal amount.

INTEREST RATE RISK: The risk of potential investment losses that result from a change in
interest rates.

INTERNAL CONTROLS: An internal control structure designed to ensure that the assets of the
entity are protected from loss, theft, or misuse. The internal control structure is designed to provide
reasonable assurance that these objectives are met. The concept of reasonable assurance
recognizes that (1) the cost of a control should not exceed the benefits likely to be derived and
(2) the valuation of costs and benefits requires estimates and judgments by management.

INVERSE FLOATER: A bond or other type of debt whose coupon rate has an inverse relationship
to a benchmark rate. An inverse floater adjusts its coupon payment as the interest rate changes.

INVESTMENT COMPANY ACT OF 1940: Federal legislation which sets the standards by which
investment companies, such as mutual funds, are regulated in the areas of advertising, promotion,
performance reporting requirements, and securities valuations.

INVESTMENT MANAGERS: An investment manager is a person or organization that makes
investment decisions about portfolios of securities on behalf of clients under the investment
objectives and parameters the client has defined.

JOINT POWERS AUTHORITY (JPA): An entity permitted under the laws of some U.S. states,
whereby two or more public authorities (e.g., local governments, or utility or transport districts),
not necessarily located in the same state, may jointly exercise any power common to all of them.

LETTER OF CREDIT: A letter from a bank guaranteeing that a buyer's payment to a seller will
be received on time and for the correct amount. In the event that the buyer is unable to make a
payment on the purchase, the bank will be required to cover the full or remaining amount of the
purchase.

LIQUIDITY: The speed and ease with which an investment can be converted to cash.

LOCAL AGENCY: County, city, city and county, including a chartered city or county, school
district, community college district, public district, county board of education, county
superintendent of schools, or any public or municipal corporation.

MAKE-WHOLE CALL PROVISION: A type of call provision on a bond allowing the issuer to pay
off remaining debt early. The issuer typically has to make a lump-sum payment to the investor.
The payment is derived from a formula based on the net present value (NPV) of previously
scheduled coupon payments and the principal that the investor would have received.
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MARGIN: The collateral that an investor is required to deposit with their broker or an exchange
to cover the credit risk the holder poses for the broker or the exchange when trading with borrowed
or leveraged funds.

MARK-TO-MARKET: The market valuation for every security in a portfolio used in determining
its total market value and the Net Asset (NAV) in the case of mutual funds or other pooled
investment products.

MARKET RISK: The risk that changes in overall market conditions or interest rate may adversely
affect current market prices.

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

MASTER REPURCHASE AGREEMENT: A written contract between the parties of a repurchase
agreement establishing each party’s rights in all current and future transactions until termination
of the contract by either party.

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

MEDIUM-TERM NOTES (MTN): Debt securities issued by a corporation or depository institution
with a maturity ranging from nine months to five years. The term “medium-term note” refers to the
time it takes for an obligation to mature and includes other corporate debt securities originally
issued for maturities longer than five years, but which have now fallen within the five- year maturity
range. MTNs issued by banks are also called “bank notes.”

MONEY MARKET: The market in which short-term debt instruments (Treasury bills, discount
notes, commercial paper, bankers’ acceptances, etc.) are issued and traded.

MONEY MARKET MUTUAL FUNDS: An investment company that pools money from investors
and invests in a variety of short-term money market instruments.

MOODY'’S INVESTORS SERVICE, INC: (See Nationally Recognized Rating Services)

MORTGAGE DERIVED INTEREST ONLY STRIP: A security based solely on the interest
payments from a pool of mortgages. Once the principal on the mortgages or bonds has been
repaid, interest payments stop, and the value of the 10 falls to zero.

MORTGAGE PASS-THROUGH SECURITIES: A security created when one or more mortgage
holders form a collection (pool) of mortgages and sells shares or participation certificates in the
pool. The cash flow from the collateral pool is "passed through" to the security holder as monthly
payments of principal, interest, and pre-payments.

MUNICIPAL BONDS: Bonds, notes and other securities issued by a state, municipality, or county.

NATIONALLY RECOGNIZED STATISTICAL RATING ORGANIZATION (NRSRO): Firms that
review the creditworthiness of the issuers of debt securities and express their opinion in the form
of letter ratings (e.g., AAA, AA, A, BBB, etc.). The primary rating agencies are the following:
Standard & Poor’s Corporation; Moody’s Investor Services, Inc.; and Fitch, Inc.
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NEGOTIABLE CD: (See Certificates of Deposit)

NET ASSET VALUE (NAV): A per-share valuation of a mutual fund based on total assets minus
total liabilities.

NEW ISSUE SECURITIES: A new issue refers to a bond offering that is made for the first time.
NON-CALLABLE: Bond that cannot be called at the option of the issuer.

OFFER PRICE: The price asked by a seller of securities.
PAR or PAR VALUE: The amount of principal that must be paid at maturity. Also referred to as
the face amount of a bond, normally quoted in $1,000 increments per bond.

PHYSICAL DELIVERY: The delivery of an investment to a custodian bank in the form of a
physical certificate and/or supporting documents evidencing the investment (as opposed to “book
entry” delivery).

PORTFOLIO: A group of securities held by an individual or institutional investor.

PREMIUM: The difference between the par value of a bond and the market value of the bond,
when the market value is above par.

PRICE RISK: The risk that the price of a bond sold prior to maturity will be less than the price at
which the bond was originally purchased.

PRIMARY DEALER: Banks and securities brokerages authorized to buy and sell government
securities in direct dealings with the Federal Reserve Bank of New York in its execution of Federal
Open Market Operations.

PRIME RATE: The base rate that banks use in pricing commercial loans to their best and most
creditworthy customers.

PRINCIPAL: The face value or par value of an investment.

PRINCIPAL PAYDOWNS: A reduction in the principal amount owed on a loan or other debt
often associated with mortgage-backed or other paythrough security structures subject to
prepayments.

PROSPECTUS: A legal document that must be provided to any prospective purchaser of a new
securities offering registered with the SEC. This can include information of the issuer, the issuer’s
business, the proposed use of proceeds, the experience of the issuer's management, and certain
certified financial statements.

RANGE NOTE: A range note or range accrual is a structured product based on an underlying
index whose returns are maximized if that index stays within the investor's defined range.
Commonly referred to as range accrual note, it is a type of financial derivative.

RATING OUTLOOK: The potential direction of the credit rating assigned by a NRSRO for a
specific company.
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REINVESTMENT RISK: The risk that coupon payments (or other payments received) cannot be
reinvested at the same rate as the initial investment.

RECEIVABLE-BACKED SECURITIES: Securities collateralized with consumer receivables,
such as automobile loans, credit card receivables, or home equity loans, which are owned by the
issuer, but placed with a trustee for the benefit of the investor.

RECEIVABLE PASS-THROUGH CERTIFICATE: A debt obligation that is backed by a portfolio
of receivables, normally issued by a bank or financial institution. The interest and principal of
the obligation is paid out of the cash flow generated by the receivable’s portfolio.

REFUNDED BOND: A bond secured by an escrow fund that is sufficient to pay off the entire issue
of bonds at the next call date (pre-funded) or maturity (escrowed to maturity).

REGISTERED STATE WARRANT: A short-term obligation of a state governmental body issued
in anticipation of revenue.

REPURCHASE AGREEMENT (REPO): The purchase of securities, on a temporary basis, with
the seller’s simultaneous agreement to repurchase the securities back at a later date at a specified
price that includes interest for the buyer’s holding period.

RULE 2a-7 OF THE INVESTMENT COMPANY ACT: Applies to all money market mutual funds
and mandates such funds to maintain certain standards, including a 13-month maturity limit and
a 60-day average maturity on investments, to help maintain a constant net asset value of one
dollar ($1.00).

RULE G-37 OF THE MUNICIPAL SECURITIES RULEMAKING BOARD: Federal regulations
to sever any connection between the making of political contributions and the awarding of
municipal securities business.

SAFEKEEPING: Storage and protection of a customer’s financial assets, valuables, or
documents, provided by an institution serving as an Agent or Custodian and, where control is
delegated by the customer.

SECURITIES & EXCHANGE COMMISSION (SEC): The federal agency responsible for
supervising and regulating the securities industry.

SETTLEMENT DATE: The date when a trade is final, and the buyer must make payment to the
seller while the seller delivers the assets to the buyer.

SECURITIES INDUSTRY AND FINANCIAL MARKETS ASSOCIATION (SIFMA): A not-for-
profit trade association that represents securities brokerage firms, investment banking institutions,
and other investment firms.

SINKING FUND: Money accumulated on a regular basis in a separate custodial account that is
used to redeem debt securities or preferred stock issues.

STANDARD & POOR' S CORPORATION: (See Nationally Recognized Rating Services)
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STATE OF CALIFORNIA LOCAL AGENCY INVESTMENT FUND (LAIF): A voluntary program
created by statute began in 1977 as an investment alternative for California's local governments
and special districts. This program offers local agencies the opportunity to participate in a major
portfolio, which invests hundreds of millions of dollars, using the investment expertise of the State
Treasurer's Office professional investment staff at no additional cost to the taxpayer.

STRUCTURED INVESTMENT VEHICLE (SIV): A pool of investment assets that attempts to
profit from credit spreads between short-term debt and long-term structured finance products such
as asset-backed securities (ABS). Funding for SIVs comes from the issuance of commercial
paper that is continuously renewed or rolled over; the proceeds are then invested in longer
maturity assets that have less liquidity but pay higher yields.

SUPRANATIONAL: An entity that is formed by two or more central governments with the purpose
of promoting economic development for the member countries. Examples include the
International Bank for Reconstruction and Development, International Finance Corporation, and
the Inter-American Development Bank.

SURETY BOND: A promise to be liable for the debt, default, or failure of another. It is a three-
party contract by which one party (the surety) guarantees the performance or obligations of a
second party (the principal) to a third party (the obligee).

THIRD-PARTY CUSTODIAL AGREEMENT: (See Custodian)

TOTAL RETURN: The sum of all investment income plus changes in the capital value of the
portfolio. For mutual funds, return on an investment is composed of share price appreciation plus
any realized dividends or capital gains. This is calculated by taking the following components
during a certain time period:

Total Return $ = (Ending value — Beginning value) + Coupons and Dividends Received
Total Return % = Total Return $/Beginning Value x 100

TRADE DATE: The date and time corresponding to an investor’'s commitment to buy or sell a
security.

U.S. GOVERNMENT AGENCY SECURITIES: Debt securities issued by U.S. Government
sponsored enterprises and federally related institutions. These government agencies include
Federal Home Loan Banks (FHLB), Federal Home Loan Mortgage Corporation (FHLMC or
Freddie Mac), Federal National Mortgage Association (FNMA or Fannie Mae), Federal Farm
Credit Banks (FFCB), Resolution Trust Corporation (RTC), and Tennessee Valley Authority
(TVA).

U.S. TREASURY SECURITIES: Securities issued by the U.S. Treasury and backed by the full
faith and credit of the United States. Treasuries are considered to have no credit risk and are the
benchmark for interest rates on all other securities in the U.S. and overseas. The Treasury issues
both discounted securities and fixed coupon notes and bonds.

Treasury Bills: Non-interest-bearing discount securities with maturities under one year
issued by the U.S Treasury.

Treasury Notes: Interest-bearing obligations of the U.S. Treasury with maturities ranging
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from two to ten years from date of issue.

Treasury Bonds: Interest-bearing obligations issued by the U.S. Treasury with maturities
that range from ten to thirty years from date of issue.

UNIFORM NET CAPITAL RULE: SEC Rule 15C3-1 outlining capital requirements for
broker/dealers.

VARIABLE RATE NOTE: (See Floating Rate Note)
VOLATILITY: A degree of fluctuation in the price and valuation of securities.

WEIGHTED AVERAGE MATURITY (WAM): The average maturity of all the securities that
comprise a portfolio. According to SEC rule 2a-7, the WAM for SEC registered money market
mutual funds may not exceed 60 days and no one security may have a maturity that exceeds 397
days.

WHEN ISSUED (WI): A conditional transaction in which an authorized new security has not been
issued. All “when issued” transactions are settled when the actual security is issued.

YIELD: The annual rate of return on a debt investment computed as though held to maturity
expressed as a percentage.

YIELD TO CALL (YTC): The rate of return an investor earns from a bond assuming the bond is
redeemed (called) prior to its nominal maturity date.

YIELD TO MATURITY (YTM): The rate of return earned on an investment considering all cash
flows and timing factors: interest earnings, discounts, and premiums above par.

ZERO-COUPON BONDS/U.S. TREASURY STRIPS: A bond which represents ownership of a
single coupon or principal payment due on a U.S. Treasury bond. Zeros or strips mature at face
value at a specified date in the future and make no payments until that date. They always sell at
a discount from face value.
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Capital Assets Policies

Objectives

The purpose of this policy is: (1) to describe the policies and procedures utilized in the City’s
capital asset management system, and (2) put guidelines in place to account for and depreciate
the City’s capital assets. The primary goals of this policy are:

e To ensure that the City’s capital assets are accounted for in conformance with the
generally accepted accounting policies; and
e To establish a consistent and cost-effective way to account for the City’s capital assets.

Overview

This Capital Asset Management policy is in accordance with generally accepted accounting
principles and closely conforms to the capital asset accounting practices as recommended by the
Government Finance Officers Association (GFOA). The Government Finance Officers
Association recommends that every state and local government consider the following applicable
guidelines in establishing capitalization thresholds for capital assets:

o Capital assets should be capitalized only if they have an estimated useful life of at least
two years following the date of acquisition.

e Capitalization thresholds should be applied to individual assets rather than to group of
similar items (e.g., desks, tables). However, for assets that qualify for capitalization and
depreciation under the “group method”, see Capitalization Section for the appropriate
threshold application.

e As a general rule, capitalization thresholds should be designed to encompass
approximately 80% of a government’s total non-infrastructure assets.

¢ In no case should a government establish a capitalization threshold of less than $5,000
for any individual item.

e Governments should exercise control over their non-capitalized capital assets by
establishing and maintaining adequate internal control procedures at the department level.

Capital assets are recorded as expenditures in governmental funds at the time the assets are
receivedreceived, and the liability is incurred. These assets will be capitalized at cost in the
government wide financial statements.

Per GASB 34:

e Capital Assets are defined as land, improvements to land, easements, buildings, building
improvements, vehicles, machinery, equipment, infrastructure, and all other tangible or
intangible assets that are used in operations and that have initial useful lives extending
beyond a single reporting period.

¢ Infrastructure Assets are defined as long lived capital assets that normally are stationary
55



in nature and normally can be preserved for a significantly greater number of years than
most capital assets. Examples include roads, bridges, drainage systems, sewer systems
and lighting systems.

Responsibility

The City Manager is ultimately responsible for the City’s implementation and compliance with
these pelicies;-unlesspolicies unless the City Council authorizes exceptions. Under the direction
of the City Manager, the Finance Director will review, developdevelop, and implement a system
of processes and procedures to ensure compliance with these policies throughout the entire
organization. The City Manager will work with the Finance Director to ensure these policies are
updated on a timely basis.

Definitions

The City of Beaumont will apply the following definitions to its capital asset policies and
procedures.

Buildings. Structures of a fixed or semi-fixed nature, which provide shelter and/or create interior
space. Buildings also include picnic shelters, storage sheds and restrooms.

Construction in Progress. Assets that are being built that are not usable at the end of the fiscal
year, such as an incomplete building, waterline, sewer line, storm drain line, street, road, traffic
signal, or other public improvement or infrastructure.

Capital Expenditure. A capital expenditure is an outlay for fixed assets, including land, building,
machinery, equipment, construction in progress, design in progress, improvements and
infrastructure with an original cost of $10,000$5,000-or more._The capitalization threshold for land
improvements shall be $25,000 whereas building improvements shall be $50,000.

Design in Progress. Capital improvement projects that are in planning or the design stage. The
expenditure of these projects is capitalized at year-end if the design has exceeded-$10,000$5,000.

Equipment. Moveable personal property with a useful life of more than one year and a value of
$10,000$4;000-0or more. Such items as furniture, machines, tools, vehicles, and computers are
included in this category.

Capital Asset. Tangible and intangible property owned by the City with a value of $10,000$5,000
or more and a useful life of at least one year.

Improvements. Physical property of a fixed nature that is added (affixed) to land or buildings.
These assets include ground improvements, sidewalks, driveways, landscaping, sprinklers,
fences, parking lots, etc. Building improvements include such items as carpeting, air conditioning
systems or improvements through remodeling.

Infrastructure. Includes bridges, traffic signals, streets, roads, curbs, gutters, sidewalks, water
lines, sewer lines and storm drain lines.

Intangibles. Items such as software (not replacement or upgrades).
56



Land. Includes the investment in real property or the ownership of ground space such as parcels,
easements, and rights-of-way.

Streets and Roads. Includes all streets and roads that have pavement as well as curb, gutter
and sidewalk.

Street Drainages. Includes storm drainage piping and manholes underneath streets and roads.

Traffic Signals. All traffic lighting systems that control traffic.

Vehicles. All vehicles and rolling stock equipment that are maintained by the Public Works<«— 4[Formatted: Right: 0"

Department or Community Services Department.

Capital Expenditure Definition and Capitalization Policy (Accounting and
Financial Reporting)

Capital Expenditures for capital assets, including land, buildings, machinery, equipment,
construction in progress, design in progress, improvements, and infrastructure with an original
cost of $10,000$5,000-or more and a useful life of at least two-years, will be subject to accounting
and reporting (capitalization). All costs associated with the purchase or construction of the asset
are part of the capitalization threshold including ancillary costs such as freight, transportation
charges, site preparation expenditures, professional fees, warranties, taxes and legal claims
directly attributable to the asset acquisition. Specific capitalization guidelines are described:

1. Capitalization Threshold. An exception to the $10,000$5,;000 threshold is land and some+— { Formatted: Right: 0"

infrastructure. All costs associated with the purchase or acquisition of land parcels, rights-of-
way, or easements, are capitalized, regardless of cost.

2. Fixed Asset Components. For the purpose of capitalization, the threshold will generally
not apply to components of capital assets. For example, a keyboard, monitor and central
processing unit purchased as components of a computer system will not be evaluated
individually against the capitalization threshold. The entire computer system will be treated as
a single capital asset provided the entire system meets the $10,000$5,000 threshold.

Individual assets that cost less than $10,000$5;000 but operate as part of a network«— {Formatted: Indent: Left: 0.5"

system may be capitalized in the aggregate using the “group method” if the estimated
average useful life of the individual asset is at least (3) years. A network, or group is
determined to be where individual components may be below $10,000$5;000 but are
independent, and the overriding value to the City is on the entire network and not the
individual assets (e.g., computer systems and telephone systems). In this case, the entire
network or group will be capitalized as one system with many components to the system.

3.4. Grants. Any asset required to be controlled and separately reported pursuant to grant
conditions or any other externally imposed reporting requirement, will be capitalized,
regardless of cost. For example, a grant program that has funded the acquisition of a capital
asset may impose a requirement that the capital asset be tracked and identified as a grant-
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funded asset.

5.4. Dedications and Donations. When an asset is acquired through dedications, donations,
developer funding, or in-lieu of fees, the asset will be recorded at its estimated fair market
value at the date of acquisition, as determined by the appropriate City department using an
appropriate method to determine value. If the donation is a combination of land, structure,
equipment, etc., the fair values will be segregated as applicable.

6:5. Repairs and Maintenance. The following criteria are the basis for distinguishing costs
as either capital or repair and maintenance expense:

e With respect to improvements on non-infrastructure and infrastructure under the Basic
Approach, costs should be capitalized if the useful life of the asset is substantially
extended, or the cost results in a substantial increase in the capacity or efficiency of
the assets. Otherwise, the cost should be expensed as repair and maintenance.

e With respect to improvements on infrastructure under the Modified Approach, costs
should be capitalized if expenditures substantially increase the capacity or efficiency
of an infrastructure. Otherwise, costs, including those that preserve the useful life of
an infrastructure asset, are expensed.

76. Improvements. Improvements to existing capital assets will be presumed (by definition)
to extend the useful life of the related capital assets, and therefore, will be subject to
capitalization only if the cost of the improvement meets the $10,000$5,000 threshold.
Therefore, an improvement to a capital asset that had an original cost of less than
$10,0008$5;000, but now exceeds the threshold as a result of the improvement, should be
combined as a single asset at the total cost (original cost plus the cost of the improvement)
and capitalized.

8.7. —Capital Projects. Capital projects will be capitalized as “design in progress” or
“construction in progress” until completed. The costs associated with the capital project
include direct costs, such as labor and materials, as well as indirect and ancillary costs. The
City utilizes the Project Accounting module of the financial software to track and report project
budgets, actual costs, encumbrances, revenue sources and status of projects.

Capitalization Valuations

The objective of capital asset accounting is to account for the City’s historical acquisition cost, not
present market or replacement values of City capital assets. Therefore, capital assets are valued
at historical cost. In those instances where historical costs are not available, capital assets are
valued at estimated historical cost. Donated capital assets are valued at their estimated fair market
value on the date donated. In valuating capital assets, the following guidelines are used.

1. Buildings. Costs include all expenditures in connection with their acquisition such as
purchase price or construction cost, fixtures attached to the structure, architect's fees,
engineering fees, and insurance during construction.

2. Construction in Progress. Assets are recorded in the same manner as assets acquired
by purchase or construction contract. Costs that are capitalized are service charges, materials,
and architects and engineering payments and retentions.
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3. Design in Progress. Costs that are capitalized include service charges, materials and
architects and engineering payments and retentions.

4. Equipment. Costs include all expenditures including the purchase price (before trade-in
allowance) freight charges, taxes and installation costs.

5. Improvements. Costs include all expenditures in connection with their acquisition such as
purchase price or construction costs, materials costs, installation costs, fixtures, architect’s
fees, engineering fees, freight charges, taxes and insurance during construction.

6. Infrastructure. Costs include all expenditures in connection with their construction
including labor costs, material costs, installation costs, engineering fees, freight charges, sales
taxes and insurance during construction.

7. Land. Costs include all expenditures in connection with land acquisition such as purchase
price, appraisal fees, title policy fees, demolition, site clearance, etc.

8. Street Drainage. Costs include all expenditures in connection with their construction
including materials costs, installation costs, engineering fees, freight charges, sales taxes and
insurance during construction.

9. Streets and Roads. Costs include all expenditures in connection with their construction
including material costs, installation costs, engineering fees and insurance during
construction.

10. Traffic Signals. Costs include purchase price, freight charges, taxes and installation
charges.

11. Vehicles. Costs include purchase price, sales tax, freight charges and installation costs.

Depreciation

1. Principles and Guidelines. The purpose of depreciation is to spread the cost of

capital assets equitably among all users over the life of these assets. The amount charge to
depreciation expense each year represents that year’s pro rata share of the cost of the capital
asset.

General Accounting Standards Board (GASB) Statement 34 requires that all capital assets with
limited useful lives be depreciated over their estimated useful lives. Alternatively, the “modified
approach” may be used for certain capital assets. Depreciation is not provided under this
approach, but all expenditures for these assets are expensed, unless they are additions or
improvements.

Except for streets and roads covered by the “modified approach,” depreciation is booked on
capital assets. Depreciation of all capital assets is charged as an expense against operations
each year. The total amount of depreciation taken over the years, called accumulated
depreciation, is reported on the balance sheet as a reduction in the book value of the capital
assets.
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Depreciation is used solely in Proprietary Fund Types. Depreciation is important in these funds
because it is included as an operational expense of these funds. Unlike Governmental Fund
Types, capital assets are reported in the balance sheet accounts of each Proprietary Fund.
The use of these assets over a period of time is charged as a depreciation expense.

2. Depreciation Method. Depreciation is provided using the straight-line method which
means the cost of the asset is divided by its expected useful life in years and the result is
charged to expense each year until the asset is fully depreciated.

3. Estimated Useful Life.

The City has established recommended useful lives for capital assets as follows:

ASSET CLASS USEFUL LIFE
Building and Improvements 10 — 30 years
Infrastructure 10 — 50 years
Street Drainage 40 — 50 years
Curb, Gutter and Sidewalk 40 years
Traffic Signals 20 years
Equipment and Machinery 3 - 20 years
Furniture and Fixtures 3 - 20 years
Vehicles 5-10 years

Inventory Control Policy

1. Inventory Control Criteria. Inventory control is applied only to movable assets and not to
land, buildings or other immovable assets. Certain assets subject to inventory control will be
accounted for and controlled through the same systems and procedures used to account and
control capital assets subject to capitalization. Capital assets will be subject to inventory
control if they meet at least one of the following criteria:

A. The capital asset has a useful life that exceeds two years.

B. The original cost of the capital asset is equal to or greater than-$10,000$5,000.

C. Any asset less than $10,000$5,000 as requested from a department. This may include
certain machinery and equipment that, due to their portability, character or value
outside of the office are susceptible to loss, theft, misplacement or borrowing. It may
also include any asset that has been requested by a department to be controlled in
order to satisfy an internal (operational) or external federal or state regulatory
requirement.

D. Any asset required to be controlled and separately reported pursuant to grant
conditions or any other externally imposed reporting requirement. For example, a grant
program that has funded the acquisition of a capital asset may impose a requirement
that the capital asset be tracked and identified as a grant funded asset.
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2. Annual Review and Certification. Each Department Head holds ultimate responsibility
for safeguarding their capital assets against theft or loss. At the end of each fiscal year, the
Finance Department will forward to each department a listing of their capital assets for review
and certification. It is the responsibility of the Department Head to verify and certify the
accuracy of the information contained in that report. Any discrepancies must be reported to
the Finance Department.

3. Fixed Asset Report. All departments involved in the construction or dedication of
improvements or infrastructure assets must complete a capital asset report when filing a Notice
of Completion or Acceptance. The report must be forwarded to the Finance Department for
inclusion in the City’s capital asset database and the City’s engineers for inclusion on the City’s
Geographic Information Systems (GIS) database.

4. Transfers of Fixed Asset. Requests for transfers of capital assets will be in writing and
submitted to the Finance Department and City Manager for approval. The Finance
Department will be responsible for making the appropriate transfers on the City’s computerized
Capital Asset database and keeping a file of all transfers.

Impairment

As part of the periodic inventory of capital assets, a measurement of physical condition will also
be performed. The Government Accounting Standards Board (GASB) Statement No. 42
Accounting and Financial Reporting for Impairment of Capital Assets and for Insurance
Recoveries will be applied. The City is required to evaluate prominent events or changes in
circumstances affecting capital assets to determine whether impairment has occurred.

“Impairment” may include physical damage, enactment or approval of laws or regulations,
changes in environmental factors, technical changes, or evidence of obsolescence, changes in
the manner or duration of use of an asset, and construction stoppages.

A capital asset is impaired if both:
1. The decline in the ability to use an asset is large in magnitude (>$100,000).
2. The event is outside the normal life cycle of a capital asset.

In the case of theft, fire, flood, obsolescence, or other event regarding the usefulness of an asset,
departments need to evaluate the usefulness or availability of that asset in the future. This may
require outside assistance from an appraiser and/or the Finance Department to determine
significance and applicability. Impairment must be conspicuous — e.g., known to the City that a
material event has occurred.

To measure the amount of the impairment, the department will need to work with the Finance
Department to determine if the above factors exist. If so, the portion of the asset to be adjusted
would depend on the usefulness after repair (if applicable.) Usefulness assessments will need to
be known as soon as possible. Other items will need to be known include:

1. What is the estimated cost to restore the asset to full utility?
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2. What would be the current cost to replace the asset?
3. What is the salvage value, if any?

If there is impairment, these items will be used to measure impairment given the facts of the
occurrence.

Once known, this information must be communicated to the Finance Director in writing so the
asset value may be adjusted on the City’s Asset Register.

Additionally, impairment losses should be reported in financial statements in accordance with the
guidance provided by GASB. If not otherwise apparent from the face of the financial statements,
the description, amount, and financial statement classification of impairment losses should be
disclosed in the notes to the financial statements. If evidence is available to demonstrate that the
impairment will be temporary, the capital asset should not be written down.

Impaired capital assets that are idle should be disclosed, regardless of whether the impairment is
considered permanent or temporary.

Disposal of Fixed Assets

Disposal Authority. No capital assets may be disposed of without the approval of the City Council
or the City Manager and Finance Department. Disposal of all land and buildings and all other
capital assets with a value of over $10,000 $5,000-must have City Council approval. If it is
determined that the capital assets sold as a unit have a value less than-$10,000 $5,000, the
property may be disposed of in a manner approved by the Department Head, Finance
Department, and the City Manager. Capital assets will only be disposed of after checking with
other City departments to see if they can use the property.

Disposal Value. It is the responsibility of each department to appraise capital assets designated
as surplus prior to sale.

Disposal Methods. Capital Assets may be disposed of in the following ways:
1. Sealed bids after at least three public notices have been published in the newspaper.
2. Public auction after at least three notices have been published in the newspaper.
3. Traded in to reduce the purchase price of a new replacement for a capital asset.

4. Taken to a federal or state surplus property facility and sold through that facility.

5. Sold or donated to another government agency.
6. Recycled and disposed of as junk to a landfill or other appropriate waste removal facility.

7. Other method approved by the City Council or the City Manager where it is believed that
the highest price can be obtained for the capital asset. The City Council or City Manager
will determine the most appropriate method of disposing of capital assets.
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Proceeds from Sales and Auctions. All proceeds from the sale of capital assets will be allocated
to the City’s General Fund unless the property was originally purchased with monies from a
specific City Accounting Fund, in which case, the proceeds will be returned to that specific
Accounting Fund, or to the Internal Service Fund which will be used to replace that asset.

SYSTEM DESIGN

The City utilizes Tyler Fixed Assets module software which is an internet based solution to
tracking and managing the capital assets and related depreciation. Assets are added to the
software as identified for capitalization. The software system has been established to include the
following data:

Date Placed in Service
Fixed Asset ID number
Description

Asset Control Account
Estimated Useful Life

Serial Number (if applicable)
Department

Location

Total Cost

Useful Life

Current Depreciation Expense
Accumulated Depreciation
Disposition Date

Method of Disposition

Sale Price
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Capital Improvement Policies

Introduction

Capital improvement policies ensure that limited capital improvement funds are expended
efficiently, effectively and provide the maximum public benefit. The Capital Improvement Plan
(CIP) outlines a schedule of public service expenditures. The CIP does not address all of the
capital expenditures for the City, but provides for large, physical improvements which are
permanent, including the basic facilities, services and installations needed for the functioning of
the community. These include utilities, municipal facilities and other miscellaneous projects. A
capital improvement project is an investment of public and/or private funds of at least $25,000
and a useful life of more than two years.

Scope

The City’s capital Improvement policies apply to all personnel, departments, divisions, and offices
of the City government as well as all associated accounting funds under the direct authority of the
City of Beaumont. These accounting funds include, but are not limited to, the General Fund,
Special Revenue Funds, Enterprise Funds, Internal Service Funds, Debt Service Funds, Capital
Projects Funds, Private-Purpose Trust Funds and Agency Trust Funds. These capital
improvement policies are also applicable to the City’s blended component units, including the
Successor Agency to the Beaumont Redevelopment Agency, Beaumont Utility Authority,
Beaumont Conservation Authority and Beaumont Public Financing Authority.

Responsibility

The City Manager is ultimately responsible for the City’s implementation and compliance with
these policies, unless the City Council authorizes exceptions. Under the direction of the City
Manager, the Finance Director will review, develop and implement a system of processes and
procedures to ensure compliance with these policies throughout the entire organization. The City
Manager will work with the Finance Director to ensure these policies are updated on a timely
basis.

New Construction

New residential, commercial and industrial developments must be approved by the City Engineer
and be fully completed before acceptance by the City. The City requires surety bonds or stand-by
letters of credit in a form approved by the City Attorney to guarantee the construction of off-site
improvements in all new developments. The improvements that must be installed in each
development are water lines, sewer lines, flood control facilities, underground electrical lines,
underground telephone lines, underground natural gas lines, underground cable television lines,
curbs, gutters, sidewalks and a finished street, with enough road base and asphalt depth to last at
least 15 years. Construction standards to achieve this useful life have been determined and
adopted by the City.

64



Capital Project Funding and Construction Categories

Beaumont capital projects may be divided into four categories. They are current-year funded
projects, Five-Year Capital Improvements Plan (CIP) projects, planned, but unfunded projects, and
unfunded future needs projects.

1. Category 1 Projects: Current -Year Funded Projects. This category includes projects
that funding has been appropriated in the current fiscal year's capital budgets and legal
contracts have been signed to commit these funds. The City Council has determined through
the annual budgeting process that these projects are in the best interest of the public’s health,
safety, and welfare. These projects have been carefully planned to maximize the benefits
derived through the use of the City’s limited resources. Projects that generate future revenues
that will fund future services and projects and benefit the entire community will receive first
priority for funding.

2. Category 2 Projects: Five-Year Capital Improvement Plan (CIP) Projects. This category
includes projects where funding will come from projected revenues in the second through fifth
year of the Five-Year Capital Improvements Plan (CIP). The fiscal year in which anticipated
funding has been reserved may change due to the available revenues. All projects in this
category must be tied to a projected funding source.

3. Category 3 Projects: Planned but Unfunded Projects. This category includes projects
that are planned and required to maintain established levels of services throughout the City for
the existing population. Typically, these projects are needed as a result of deteriorating
infrastructure, updates to various General Plan Elements, or are in areas where minimum
levels of service are not currently being met. These projects are not intended to promote
residential growth, but to sustain municipal services for the existing residents. If a funding
source becomes available, a project in this category may be moved to a Category 2 Project.

4. Category 4 Projects: Unfunded Future Needs Projects. Projects under this category
are a condition of future growth and will generally be included in undeveloped areas. It is the
intent of the City that development should pay for public improvements to meet established
minimum levels of service. In this category, projects are not anticipated to be upgraded to a
higher category without revenue generating potential.

Capital Project Financing

Capital improvements and equipment purchases are financed in accordance with the following
policies:

1. General Fund and Enterprise Fund Equipment Purchases. City departments within the
General Fund will finance equipment purchases from current year appropriations. Multi-year
equipment lease-purchase agreements will be avoided except in rare cases.

2. General Infrastructure Construction Projects. Capital projects for general governmental
purposes such as land purchases, building construction, road construction, street paving, storm
drain installation and other major improvements are financed from revenues allocated to the
General Capital Projects Fund. The General Capital Projects Fund contains revenues from
unrestricted sources as well as restricted sources such as development impact fees or federal,
state and county grants. Major capital improvements that cannot be delayed until the required
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funds are accumulated may be financed by issuing general obligation bonds, revenue bonds
(where permissible), or by a combination of any of these methods.

3. Enterprise Fund Construction Projects. All capital projects in the Enterprise Funds are
paid from resources provided by development impact fees, contributed capital revenues and
net income from operations. If these sources cannot provide sufficient resources for Enterprise
Fund improvements, construction of these improvements may be financed by general
obligation bonds, revenue bonds or by a combination of any of these methods.

4. Special Assessment Districts. Capital improvements or public services that benefit a
given area may be financed in accordance with state law by special assessment districts.
These districts are established where the majority of the residents or businesses want specific
improvements or public services and consent to pay for them over time. In these cases, the
City finances the specific capital improvements with bonds and public services through a
special tax or special annual assessment. Property owners then pay the principal and interest
for capital improvements over a designated time period.

Five-Year Capital Improvements Plan

The Five-Year Capital Improvements Plan (CIP) is a multi-year guide to the construction of
community improvements such as roads, storm drains, curbs, gutters, sidewalks, water facilities,
sewer facilities, storm drainage facilities and other needed City improvements. It is through this
process that the long-range plan for the orderly maintenance and improvement of Beaumont’s
physical fixed assets can be accomplished. This document is intended to serve as a planning tool
and is structured to present a meaningful perspective of the community’s long-range needs.

The Five-Year Capital Improvements Plan (CIP) determines the budgeted capital projects for the
current fiscal year only. There are no specific appropriations established via the adoption of the
Five-Year Capital Improvements Plan (CIP) with the exception of the current fiscal year.
Subsequent year appropriations and actual funding sources are identified as part of the preparation
of the annual budget.

Utility Coordination

All capital construction and maintenance projects are coordinated with Southern California
Edison, The Gas Company, Time-Warner Communications, Beaumont Water District, and other
utilities. This saves Beaumont residents money and will avoid tearing out improvements after they
have been installed.

Five-Year Capital Improvements Plan (CIP) Preparation

Each department is asked every year to identify potential capital projects and their estimated cost.
Financial forecasts for the General Fund, Special Revenue Funds and Enterprise Funds are then
prepared to identify what monies will be available for future projects. Projects that cannot be
funded from money generated through the general course of business must be financed with
development impact fees, grants, bonds or must be postponed or cancelled.

During the City Council budget work sessions, potential capital projects are discussed enabling

the City Council to review staff recommended projects and make any necessary changes. When
consensus is reached on the capital projects and proposed funding sources, the staff will prepare
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a formal Five-Year Capital Improvement Plan (CIP) document that will be presented to the City
Council. The adoption of this document commits the City Council to spend money on projects
listed in the current fiscal year only. The City can face significant changes in economic conditions,
funding sources and political priorities every year. Therefore, the Five-Year Capital Improvements
Plan (CIP) must be annually updated.

Capital Project Priority Criteria Considerations

Capital projects are prioritized using revenue generating and cost avoidance considerations;
health, safety, and welfare considerations; level of service considerations; maintenance
considerations; aesthetic considerations; and leverage and timing considerations.

1. Revenue Generating and Cost Avoidance Considerations. Projects that enhance
revenues or reduce costs will be given first priority in order to improve the financial position of
the City and enhance the ability to do future projects or deliver high levels of municipal
services. New commercial, residential, and industrial development must pay for its
infrastructure either by constructing these items or paying impact fees.

2. Health, Safety and Welfare Considerations. One of the primary purposes of government
is to provide for the health, safety, and welfare of its citizens. The City must provide safe
drinking water, safe streets, safe sidewalks as well as adequate police protection, solid waste
disposal, and storm water disposal and treatment of municipal sewage.

3. Level-of-Service Considerations. Many older City developments were constructed
decades ago, and many newer developments do not meet minimum levels of service as
established by the federal government, state government, City government or generally
accepted engineering standards.

4. Maintenance Considerations. All public improvements must be maintained after the
construction is completed. Maintenance staffing and equipment are critical elements that must
be considered in project prioritization and must be funded on an on-going basis with revenue
sources other than capital improvement funding. The nature of some projects may cause a
reduction in maintenance.

5. Aesthetic Considerations. Community appearance and aesthetics are important elements
in the quality of life in the community. City aesthetics and appearance helps attract new
residential, commercial and industrial developments to the City. Beaumont has buildings and
public infrastructure that need to be replaced and upgraded to create a more attractive
community.

6. Leverage and Timing Considerations. Projects that may be funded by entitlement grants
or competitive grants from the federal, state and county governments will be considered based
on the availability of funds and the requirements of the granting agency. In addition, the City
Council may accelerate capital projects where the City has the opportunity to participate in
partnership with other public or private entities or where timing is critical, or funding may be
lost.
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Capital Projects Priority Ranking

GB Priority I: IMPERATIVE (Must-Do) — Projects that cannot reasonably be
postponed in order to avoid harmful or otherwise undesirable
consequences.

A. Corrects a condition dangerous to public health or safety

B. Satisfies a legal obligation

C. Alleviates an emergency service disruption or deficiency

D. Prevents irreparable damage to a valuable public facility.
Priority Il: ESSENTIAL (Should-Do) — Projects that address clearly
demonstrated needs or objectives.

A. Rehabilitates or replaces an obsolete public facility or
attachment

B. Stimulates economic growth and private capital investment

C. Reduces future operating and maintenance costs

D. Leverages available state or federal funding.
Priority Ill: IMPORTANT (Could-Do) — Projects that benefit the community
but may be delayed without detrimental effects to basic services.

A. Provides a new or expanded level of service

B. Promotes intergovernmental cooperation

C. Reduces energy consumption

D. Enhances cultural or natural resources.
Priority IV: DESIRABLE (Other Year) — Desirable projects that are not
included within five-year program because of funding limitations.
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2018-03 Restated Bond Accounting
Policies And Procedures

Finance Department Amended and Restated Policies and Procedures Manual

BOND PROCEEDS TRACKING POLICIES - ACCOUNTS PAYABLE
APPLICABLE TO DEVELOPMENT -BASED FINANCINGS BY EACH OF
CITY OF BEAUMONT
BEAUMONT FINANCING AUTHORITY
COMMUNITY FACILITIES DISTRICT NO. 93-1
AND
ANY ADDITIONAL COMMUNITY FACILITIES DISTRICT APPROVED BY
THE
CITY OF BEAUMONT

The accounts payable function must be coordinated closely with the Public Works department
("PW") and in addition must process payments in a timely and professional manner in accordance
with the applicable Indenture or Trust Agreement.

Care must be taken to see that payments are both accurate and timely. Internal control over
disbursements requires proper supporting documentation to ensure that the City only pays
legitimate transactions for acquisition of goods or services. No one person shall process a
complete cycle of transaction from origination to completion.

Purpose

The purpose of this Policies and Procedures Manual is to memorialize, identify and communicate
key principals and procedures to be used to track and account for the expenditure of proceeds
from debt obligations — particularly obligations issued by the Beaumont Financing Authority (the
"BFA") secured by land assessment/tax-backed securities — and land assessment/tax-backed
securities issued by Community Facilities District No. 93-1 (the "District") or any community
facilities district subsequently authorized or approved by City of Beaumont. In 2017, the BFA
consented to a Cease-and-Desist Order with the U.S. Securities and Exchange Commission (the
"SEC Order") related to certain past disclosure decisions. This Policies and Procedures Manual
is intended, in part, to ensure that City officials and staff remain in full compliance with the
obligations under past or future bond documents and with the SEC Order.

Distribution and Training

This Policies and Procedures Manual shall be provided to all officials and staff that are involved
with the accounting of bond proceeds (including, but not limited to, the payment of costs or
expenses that are to be ultimately paid with bond proceeds).

Periodic training, taking place not less than annually, for the Birecterof-Finance Director and other
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appropriate officials and staff of the City and the BFA involving with the accounting of bond
proceeds is coordinated by the Birecter—of-Finance_Director, who is responsible for ensuring
compliance with this Policies and Procedures Manual and for implementing and maintaining a
record (including attendance) of such trainings. These training sessions are provided to assist
officials and staff with the accounting of bond proceeds and recordkeeping.

Timeliness

The Developer is responsible for submitting requests for reimbursement to the Finance
Department for review and processing, including all necessary documentation in an orderly form.
The Finance Department must notify PW (Public Works) when documentation is received in order
to have it reviewed by the project engineer.

Project Cost Approval Processing

The PW (Public Works) department is to assign a project engineer to perform review of
documentation received from the Developer or Vendor for reimbursement. The Project Engineer
is to establish a list of the eligible projects as stated in the applicable Indenture or Trust
Agreement.

The Project Engineer is to review all contracts and costs for the public improvements including
change orders, invoices, proof of payment and lien releases, and certified payroll (when required).
A report documenting the eligible projects, construction cost review, determination of eligible

costs, and recommendation for payment is to be prepared by PW department and provided to
Finance Department for release of funds.

Trustee Notification
1. A written requisition of the District is prepared by the Birecter-ef-Finance Director for the
release of construction bond proceeds. (NOTE: Funds are to be disbursed to the City and
remittance to the applicable developer or vendor is to be made by the City through the
established accounts payable process). A form of written requisition is attached hereto as
Exhibit A.

2. The standard requisition form is to be used identifying the bond issue, improvement area
and Trustee account number.

3. Requisitions are to be maintained in numerical sequence, assigned manually, as follows:
Fiscal Year Beginning - 3 Digit sequence (i.e., 2017-001, 2017-002, 2017-003)

4. Request must have Schedule 1 attached. Schedule 1 is to contain the wire transfer
instructions, total amount, and detailed purpose/use of funds.

5. Request must contain a copy of the report prepared by the PW department.
6. Request must contain Letter(s) of Request from the developer.
7. Trustee Notification documents are to be presented to the City Manager for approval.

8. Trustee Notification documents are to then be presented to City Council for approval.
Written Requisition is to be signed by an authorized representative.
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9. Directerof-Finance Director is to transmit Trustee Notification documents to the Trustee
representative for disbursement of funds.

Payment Check Processing and Reviews

1. The Trustee Notification documents are considered the supporting documents for the
disbursement of funds to the developer or vendor.

2. A check request form is completed by the Birestor-ef-Finance_Director and is submitted
with the Trustee Notification documents to accounts payable for payment processing.

3. Diresterof-Finance Director is to monitor cash flow so that developer/vendor payment is
not made prior to the receipt of construction bond proceeds.

Recordkeeping

The Birester—of-Finance_Director is to maintain a spreadsheet for each financing totaling the
amount of expenditures for each type of improvement financed. At the end of each year, the
spreadsheet shall be updated based on the Written Requisitions honored.
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Exhibit A “ f”"’{ Formatted: Centered

CITY OF BEAUMONT COMMUNITY FACILITIES DISTRICT NO. 93-1
SPECIAL TAX BONDS,
(IMPROVEMENT AREA NO. )
ACCOUNT NUMBER__
WRITTEN REQUISITION OF THE DISTRICT
NO.

The undersigned is an Authorized Representative of the City of Beaumont
Community Facilities District No. 93-1 (the "District") hereby requests Wilmington Trust,
National Association, as successor trustee to Union Bank, N.A. (the "Trustee") under that
certain Indenture of Trust dated as of January 15, 1994, as amended and supplemented
todatebythe ____~  Supplemental Indenture dated as of (the "District
Indenture"), by and between the District and the Trustee, to pay to the Persons listed on
Schedule | attached hereto, the amounts shown for the purposes indicated from the
Construction Fund established and maintained under the Indenture.

The District hereby certifies that (a) each obligation mentioned therein is a proper
charge against such Construction Fund and has not previously been disbursed by the
Trustee from amounts in such Construction Fund, (b) all conditions precedent with respect
to such disbursement have been satisfied, and (c) the amount of such disbursement is
for a Project Cost as defined herein, (d) is accompanied by a bill or statement of account
(if any) for each obligation and (e) no Event of Default has occurred under the Indenture,
() this request meets the requirements of the Indenture.

All payments shall be made in accordance with the payment instructions set forth
on Schedule | attached hereto, and the Trustee shall have no duty or obligation to
authenticate such payment instructions or authorization thereof.

Dated:

CITY OF BEAUMONT
COMMUNITY FACILITIES DISTRICT NO.93-1

By:

Authorized Representative
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Schedule 1
WRITTEN REQUISITION OF THE DISTRICT

Name/Address (Wire/Check) = Amount Purpose
CITY OF BEAUMONT
Wells Fargo
ABA
Acct $ 1.
2.
3.

City will process payment directly to
Instructions have been provided to City with documentation received to support the costs being
claimed, enumerated above.
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Restated Bond Disclosure
Procedures And Policies

CITY OF BEAUMONT
AMENDED AND RESTATED DISCLOSURE PROCEDURES
APPLICABLE TO EACH OF
CITY OF BEAUMONT
BEAUMONT FINANCING AUTHORITY
COMMUNITY FACILITIES DISTRICT NO. 93-1
AND
AMY ADDITIONAL COMMUNITY FACILITIES DISTRICT APPROVED
BY THE
CITY OF BEAUMONT

Purpose

The purpose of these Amended and Restated Disclosure Procedures (the "Procedures") is to
memorialize and communicate key principles and procedures in connection with obligations,
including notes, bonds and certificates of participation, issued by the City of Beaumont (the "City"),
and to memorialize and communicate key principles and procedures in connection with
obligations issued by the Beaumont Financing Authority ("BFA"), the Community Facilities District
No. 93-1 (the "District") or any other community facilities district (each, an "Additional District")
subsequently authorized or approved by the City. Because the governing body of BFA and its
officers/staff are the same as the City, and because the governing body of the District and its staff
are the same as the City, all references in these Procedures to "City" shall also refer to BFA in
the case of land assessment/tax-backed securities that secure payment of obligations issued by
BFA, and the District (and any Additional District) in the case of Mello-Roos bonds and other land
assessment/tax-backed securities issued by the District (or such Additional District).

In 2017, the BFA consented to a Cease-and-Desist Order with the U.S. Securities and Exchange
Commission (the "SEC Order") related to certain past disclosure decisions. These Procedures

are intended, in part, to ensure that City officials and staff remain in full compliance with the
obligations under past or future bond documents and with the SEC Order.

Distribution

The Procedures shall be provided to all members of the Beaumont City Council, the City Manager,
all members of the City's Finance Department, the City Attorney and any other member of the
City staff involved in the City's disclosure obligations.

Background

From time to time, the City issues certificates of participation, revenue bonds, notes or other
obligations, the District or any Additional District may issue Mello-Roos bonds or other land
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assessment/tax-backed securities, and the BFA may issue obligations in various forms, including
among others debt secured by and payable from debt obligations issued by the District or any
Additional District (collectively, "Obligations"), in order to fund or refund capital investments, new
development within the City, other long-term programs and working capital needs. In offering
Obligations to the public, and at other times when the City, BFA, the District or any Additional
District, as the case may be, makes certain reports, the City, BFA, the District and any Additional
District, as the case may be, must comply with the Anti-Fraud Rules of federal securities laws
even though material portions of official statements are written by developers, their counsel and
other market participants. Although BFA is essentially a conduit issuer and its official statements
primarily related to housing development disclosure versus disclosure regarding the City, BFA
nevertheless has responsibility for compliance with the Anti-Fraud Rules. The same holds true for
securities issued directly by the District or any Additional District. As used herein, "Anti-Fraud
Rules" refers to Section 17 of the Securities Act of 1933 and Section 10(b) of the Securities and
Exchange Act of 1934, and regulations adopted by the Securities and Exchange Commission
under those Acts, particularly Rule 1 Ob-5 under the 1934 Act.

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

When the City issues Obligations, two central disclosure documents are prepared: (1) a
preliminary official statement ("POS"); and (2) a final official statement ("OS", and collectively with
the POS, "Official Statement"). The Official Statement generally consists of (a) the forepart (which
describes the specific transaction including maturity dates, interest rates, redemption provisions,
the specific type of financing, the leased premises (in certificate of participation financings) and
other matters particular to the financing, including, depending on the type of financing, the City's
or enterprise's financial condition, the development within the community facilities district, the
developer and its development and financing plan, and (b) various other appendices, including
the City's audited financial report (for City general fund or enterprise fund financings), form of the
proposed legal opinion, and form of continuing disclosure undertaking. Investors use the Official
Statement as one of their primary resources for making informed investment decisions regarding
the City's Obligations.

Engagement of Outside Disclosure Counsel

For every Obligation, the City shall engage outside legal counsel with expertise in securities laws
for advice with respect to the City's disclosure obligations and requirements under the federal
securities laws ("Disclosure Counsel"). Disclosure Counsel assists the City in preparing the
Official Statement and reviews all new data and updates to the Official Statement. Throughout
the process of receiving and incorporating material, Disclosure Counsel provides advice as to
standards of materiality and other securities law issues. Disclosure Counsel has a confidential,
attorney-client relationship with officials and staff of the City.

Disclosure Counsel provides a negative assurance letter as to the disclosure set forth in the
Official Statement for each City Obligation. The letter advises the City and the Obligations
underwriters that as a matter of fact and not opinion that no information came to the attention of
the attorneys working on the transaction which caused them to believe that Official Statement as
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of its date and as of the date of their letter (except for any financial, statistical, economic or
demographic data or forecasts, charts, tables, graphs, estimates, projections, assumptions or
expressions of opinion, and other customary exclusions), contained or contains any untrue
statement of a material fact omitted or omits to state any material fact necessary to make the
statements therein, in light of the circumstances under which they were made, not misleading.

Disclosure Process

The City Manager shall be primarily responsible for the administration of these Procedures as
they pertain to primary market disclosure. The City Manager shall delegate to other officers’
responsibilities for certain of these functions as the City Manager from time to time determines.
As used herein, "Finance Staff' shall mean the City Manager and its delegates.

When the City decides to issue Obligations, the Finance Staff request the involved departments
to commence preparation of the portions of the Official Statement for which they are responsible.
Finance Staff and the City Attorney are separately responsible for reviewing and preparing or
updating certain portions of the Official Statement which are within their particular area of
knowledge. Additionally, all participants in the disclosure process are separately responsible for
reviewing the entire Official Statement. Disclosure Counsel assists the Finance Staff in
determining the materiality of any particular item, and in the development of specific language in
the Official Statement. For general fund financings, Disclosure Counsel also assists the City in
the development of a "big picture" overview of the City's financial condition, included in the
forepart of the Official Statement. This overview highlights particular areas of concern. The
Finance Staff schedules one or more meetings or conference calls of the financing team working
group (which includes City officials, the City's financial advisor, Disclosure Counsel, bond counsel,
the underwriter of the Obligations, and their counsel, and, for land secured financings, the
developer, its attorneys, and consultants), and new drafts of the Official Statement are circulated
and discussed. During this part of the process, there is substantial contact among City staff, other
members of the financing team and Disclosure Counsel, to discuss issues which may arise,
determine the materiality of particular items and ascertain the prominence in which the items
should be disclosed.

Prior to distributing a POS to potential investors, there is a formal meeting which includes City
officials involved in the preparation of the POS and the underwriters and their counsel, during
which the Official Statement is reviewed in its entirety, page by page or section by section, to
obtain final comments and to allow the underwriters to ask questions of the City's senior officials.
This is referred to as a "due diligence" meeting.

The City Manager or its delegate (if involved in the due diligence meeting described above and,
if applicable, the "page turning" session described below under "LAND ASSESSMENT/TAX-
BACKED SECURITIES") is authorized to cause to be "deemed final" by the City or the BFA (or
by the District or an Additional District for obligations issued directly to the public market by such
entity), as applicable, the Preliminary Official Statement for purposes of Rule 15¢2-12 of the
Securities Exchange Commission. Between the POS and final OS, any new changes and
developments will have been incorporated into the Official Statement if required by the entity
responsible for the applicable portion of Appendix A. If necessary to reflect developments
following publication of the POS or OS, as applicable, supplements will be prepared and
published.

In connection with the closing of the transaction, one or more senior City officials execute a
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certificate stating that the Official Statement, as of the date of each OS and as of the date of
closing, does not contain any untrue statement of material fact or omit to state any material fact
necessary to make the statements contained in the Official Statement in light of the circumstances
under which they were made, not misleading.

The information contained in the Official Statement is primarily developed by Finance Staff, the
City Attorney, or the developer. In addition, the City's financial adviser participates throughout the
process of preparing the Official Statement and developing the structure of the financing.

Land Assessment/Tax-Backed Securities

The following principles apply specifically to land assessment/tax-backed securities that secure
payment of obligations issued by BFA, and the District (and any Additional District) in the case of
Mello-Roos bonds and other land assessment/tax-backed securities issued by the District (or
such Additional District).

Appraiser. Where the financial advisor, developer, Disclosure Counsel (or bond counsel), and/or
underwriter determines that an appraisal is required for disclosure, the Official Statement should
contain a description of the following:

* How the appraiser was selected (e.g., by RFP or direct selection).
* The basic qualifications of the appraiser; and

* A summary of the primary criteria that resulted in the final appraisal of the relevant
property. The City shall require the appraiser to review such information for accuracy.
Further, Disclosure Counsel and/or bond counsel shall discuss and decide whether and
to what extent written assurances as to the accuracy of such information may be needed
from the appraiser.

Developer Questionnaire. The City shall require the developer to submit and certify as to accuracy
and completeness a detailed questionnaire covering the developer and the proposed project (the
"Developer Questionnaire") at the start of each new money financing through Land Assessment
Tax-Backed Securities and for which there will be ongoing vertical development or a significant
portion of the project site (e.g., greater than 20%) will be owned by the developer at the time of
issuance.

A sample of a Developer Questionnaire is attached hereto as Exhibit A. However, each Developer
Questionnaire should be tailored to the specific transaction at hand. The Developer Questionnaire
should mirror the type of questionnaires underwriters will require for similar developer-driven
financings. Each Developer Questionnaire should cover topics specific to the developer, such as:

* The ownership structure of the developer and all affiliates relevant to the project, including
entity type (e.g., corporation, partnership, LLC) and percentage of controlling interests of
members/partners/etc.

* If publicly traded, instructions or a website link for how investors can access annual and
other disclosures on EDGAR.

* General background and experience of the developer and its affiliates, as applicable.
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* A history of previous projects developed by the developer and/or relevant entities with
controlling interests, which shall include, without limitation, information concerning
material delays in construction, history of defaults, etc.

Each Developer Questionnaire should also contain relevant details concerning the development
at issue, such as:

¢ Location.

e Size.

¢ How long the developer has owned the development site.

« Information concerning environmental diligence, applicable zoning, and related issues.

* Whether the developer or related entities are under investigation or subject of current
inquiry by any federal or state regulatory agencies.

The City shall require that each Developer Questionnaire be signed and certified as true and
complete by the developer. The City Finance Director shall be responsible for double-checking
the receipt of the Developer Questionnaire.

Offering statements for Land Assessment/Tax-Backed Securities respecting districts under
development shall provide the following:

* Total development budget (including public infrastructure improvements and the home
developments).

* Alisting of sources of funds (e.g., developer equity, line of credit, commercial loan, other
equity investor funds).

* The status of such funding sources (e.g., if a construction loan, the extent to which it has
been funded).

If a financing occurs while material portions of the project are under development, the offering
statement shall disclose the status of construction and projected costs to complete (whether
based on the initial budget or otherwise).

For developments that contain 500 or more units, discussion should occur among bond counsel,
Disclosure Counsel, the financial advisor, the underwriter, and other relevant participants as to
whether a market absorption or feasibility study is needed for the Offering Statement. The City
shall give deference to the determinations of the financial advisor, Disclosure Counsel and bond
counsel over recommendation from other participants like the developer and its counsel.

Formal "Page Turning" Session

Prior to the due diligence meeting described under "DISCLOSURE PROCESS" above, there shall
be a formal "page turning" session where the special tax consultant, Disclosure Counsel, bond
counsel, financial advisor, the developer and its counsel, the City Manager, the City Attorney, any
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other relevant City officials as identified by the City Manager, review key portions of the
preliminary official statement and, to the extent of changes other than those reflecting pricing
terms following sale, the final official statement. This type of "page turning" session is a very
important element of the disclosure process. The City Finance Director shall be responsible for
ensuring that such "page turning" session occurs prior to the Preliminary Official Statement or
similar offering statement being made available to investors.

Prior to printing the Official Statement, the City shall require the developer to deliver a "10b-5"
certificate to the City covering those portions of the Preliminary Official Statement relating to the
developer, its project and its financing plans. Additionally, prior to printing the Preliminary Official
Statement, the City Manager and its delegates, and Disclosure Counsel or bond counsel, shall
have reviewed and agreed upon the form of developer counsel opinion required, if any, and the
form of written assurances, if any, from the special tax consultant and financial advisor as to
accuracy and completeness of relevant portions of the Preliminary Official Statement in
connection with the financing. The City Finance Director shall be responsible for double-checking
the receipt of all 10b-5 and related certificates, instruments or opinions required to be delivered
by the developer in a land assessment/tax-backed securities offering.

Recordkeeping

* BFA, the City, the District, or any Additional District, as applicable, shall retain in a central
depository for a period of five years from the date of delivery of any series of bonds the
following materials:

e The printed copy of the Preliminary Official Statement and final Official Statement (or
similar offering documents).

* The executed copies of all opinions, letters or other certifications concerning the accuracy
or adequacy of disclosure provided by the developer, developer's counsel, Disclosure
Counsel, bond counsel and all other participants in the financing pursuant to these
Procedures.

* The Developer Questionnaire, if applicable.

* The bond purchase agreement.

* Copies of any "deemed final" certification provided by an official with the City, BFA, the
District or an Additional District, as the case may be, to the underwriter of bonds in
accordance paragraph (b)(l) of Rule 15¢2-12 of the Securities Exchange Commission; and

* Any written certification or opinions executed by a developer, its counsel, the special tax
consultant, financial advisor, and any other financing participants outside the City

delivered at the time of delivery of the related series of bonds.

It is not necessary that drafts of such instruments be retained, only final copies.

Governing Principles for City Officials and Staff
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The following principles govern the work of the respective staffs that contribute information
to the Official Statement:

City staff involved in the disclosure process are responsible for being familiar with federal
securities laws as they relate to disclosure.

City staff involved in the disclosure process should be instructed to err on the side of
raising issues when preparing or reviewing information for disclosure. Officials and staff
are encouraged to consult with Disclosure Counsel if there are questions regarding
whether an issue is material.

City staff involved in the disclosure process, along with the developer, special tax counsel,
the financial advisor and all other participants in preparing portions of an offering
statement and that are involved in any meetings where portions of an offering statement
are reviewed or discussed should be instructed that general disclosure of a potential risk
is no substitute for known facts specific to that risk, and that participants should strive to
ensure known facts are disclosed.

Care should be taken not to shortcut or eliminate any steps outlined in the Procedures on
an ad hoc basis. However, the Procedures are not necessarily intended to be a rigid list
of procedural requirements, but instead to provide guidelines for disclosure review. If
warranted, based on experience during financings or because of additional SEC
pronouncements or other reasons, the City should consider revisions to the Procedures

The City must make sure that the particular officials involved in the disclosure process are
of sufficient seniority such that it is reasonable to believe that, collectively, they are in
possession of material information relating to the City and its finances,

Any concerns regarding the accuracy of an Official Statement should be immediately
reported to the City Attorney or the City's Disclosure Counsel.

Care should be taken that any information produced and maintained for public
consumption, and which may be relied upon by an investor in making an investment
decision in the primary or secondary market, does not contain any untrue statement of a
material fact or omit to state any material fact necessary to make the statements contained
therein, in light of the circumstances under which they were made, not misleading.

Consideration should be made, based on consultation with Disclosure Counsel (or, if there
is not Disclosure Counsel, bond counsel) as to whether a public statement by a City official
or the response by the City to an investor inquiry (e.g., a question from one of BFA's
investors) may be material enough to merit a voluntary filing on ENN.A to ensure that
Obligations are trading based on equal access to material information.

The City Manager shall review these Procedures on an annual or bi-annual basis and
may, from time to time, as may be necessary, update these Procedures in consultation
with Disclosure Counsel and/or bond counsel.

The City Finance Director, together with Disclosure Counsel and/or bond counsel, shall
review the continuing disclosure section of the preliminary offering statement particularly
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that portion describing the five-year compliance history of the District or of any other
obligated person under the purview of BFA or the City — before it is finalized and sent to
prospective investors.

Annual Continuing Disclosure Requirements

In connection with the issuance of Obligations, the City has entered into a number of contractual
agreements (each a "Continuing Disclosure Certificate” and, collectively, "Continuing Disclosure
Certificates") to provide annual reports related to its financial condition (including its audited
financial statements) as well as notice of certain events relating to the Obligations specified in the
Continuing Disclosure Certificates. Continuing Disclosure Certificates that are entered into in the
future should not be "canned" and Disclosure Counsel (or, if there is not Disclosure Counsel, bond
counsel or underwriter's counsel) shall prepare the continuing disclosure agreement based upon
the specific transaction at hand.

The City must comply with the specific requirements of each Continuing Disclosure Certificate.
The City's Continuing Disclosure Certificates generally require that the annual reports be filed
within a certain number of days after the end of the City's fiscal year, and event notices are
generally required to be filed within 10 days of their occurrence.

Specific events which require material event notices generally consist of the following'

1. Any of the following events with respect to the Obligations (in a timely manner not more than
ten (10) business days after the event):

A. Principal and interest payment delinquencies.
B. Unscheduled draws on debt service reserves reflecting financial difficulties.

C. Unscheduled draws on credit enhancements reflecting financial difficulties.
D

. Substitution of credit or liquidity providers, or their failure to perform.

m

Issuance by the Internal Revenue Service of proposed or final determination of taxability
or of a Notice of Proposed Issue (RS Form 5701 TEB).

F. Tender offers.
G. Defeasances
H. Rating changes.

I.  Bankruptcy, insolvency, receivership, or similar event of the obligated person.

! The list set forth above is applicable for transactions after December 1, 2010. Continuing disclosure undertakings
for transactions prior to that date contained a similar, but less extensive list of material events.
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2. Any of the following events with respect to the particular Obligations, if material:

A. Unless described in paragraph 5(a)(5), adverse tax opinions or other material notices or
determinations by the Internal Revenue Service with respect to the tax status of the
particular Obligations or other material events affecting the tax status of the Series 2013
Bonds.

Modifications to rights of holders of the particular Obligations.

. Optional, unscheduled, or contingent calls of the particular Obligations.

. Release, substitution, or sale of property securing repayment of the particular Obligations.

m o o ®

Non-payment related defaults.

m

The consummation of a merger, consolidation, or acquisition involving an obligated person
or the sale of all or substantially all of the assets of the obligated person, other than in the
ordinary course of business, the entry into a definitive agreement to undertake such an
action or the termination of a definitive agreement relating to any such actions, other than
pursuant to its terms.

G. Appointment of a successor or additional trustee or the change of name of a trustee.

The City Finance Director shall be responsible for preparing and filing the annual reports and
material event notices required pursuant to the Continuing Disclosure Certificates. Particular care
shall be paid to the timely filing of any changes in credit ratings on Obligations (including changes
resulting from changes in the credit ratings of insurers of particular Obligations).

Moreover, with regard to the filing of annual financial statements, the City Finance Director, and
the City Manager (or its delegate) shall maintain calendar reminders for the filing of such
statements. The City shall consider the use of a dissemination agent or other reminder resources
provided by the Municipal Securities Rulemaking Board or similar authorities to assist in the timely
filing of materials on EMMA.

The BFA shall have Disclosure Counsel (or, if there is no Disclosure Counsel, bond counsel) to
BFA prepare a checklist for the specific items required to be filed on an annual basis (the "Annual
Report Checklist"). The Annual Report Checklist should be modified by Disclosure Counsel (or, if
there is not Disclosure Counsel, bond counsel) as new issues are sold, and by BFA or its counsel
as issues of BFA debt are paid off and no longer outstanding. A separate Annual Report Checklist
should be prepared and similarly modified for any District or Additional District obligations
hereafter issued.

The City Finance Director, at the time of each annual filing, shall execute the Annual Report
Checklist and then deliver it to the City Manager. The City Manager, or its delegate, shall review
the filings on EMMA against the Annual Report Checklist as a double-check for compliance
accuracy.

Upon the advice of Disclosure Counsel or bond counsel, the BFA may identify a different
compliance method if determined to be more effective or feasible than the Annual Report
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Checklist.

The City Manager (or its delegate) shall double-check the timeliness of filing of audited financial
statements and annual reports against the Annual Report Checklist or different compliance
method described above.

When a continuing disclosure agreement requires data that does not exist or that the BFA cannot
obtain, the City Finance Director will consult with bond counsel and/or Disclosure Counsel on how
to report such information.

Training

The City will provide training for the staff involved in the preparation of the Official Statement,
which will be coordinated by the City Manager and the City Attorney, with the assistance of
Disclosure Counsel. The City Manager shall be primarily responsible for maintaining a record
(including attendance) of such training. Training will be provided at least annually or prior to the
offering of any new Obligation. The training sessions shall be provided to assist staff members
involved in identifying relevant disclosure information to be included in the Official Statement. The
training sessions also provide an overview of federal laws relating to disclosure, situations in
which disclosure rules apply, the purpose of the Official Statement, a description of previous SEC
enforcement actions and a discussion of recent developments in the area of municipal disclosure.
Attendees at the training sessions shall be provided with the opportunity to ask questions of
Disclosure Counsel concerning disclosure obligations and are encouraged to contact Disclosure
Counsel at any time if they have questions.

The City Finance Director shall receive training from bond counsel or Disclosure Counsel on the
mechanics for making filings on as well as the information required to be filed in the District's (and
any Additional Districts’) annual reports. This training will take place after the Annual Report
Checklist is prepared or a more effective or feasible compliance method is established.

Certificate of Receipt and Understanding

| certify that | have received a copy of the City of Beaumont’s Restated Disclosure Procedures.
| have reviewed and understand its contents and agree to abide by the principles and
requirements in the Amended and Restated Disclosure Procedures.

Name Date
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Exhibit A
DEVELOPER QUESTIONNAIRE

This questionnaire is intended to provide information that will be used by Disclosure
Counsel in connection with the preparation of the Preliminary Official Statement and the
final Official Statement for the bonds proposed to be issued by [ ] (the
"District"). Although the bonds are exempt from the requirement that they be registered
with the Securities and Exchange Commission, they are subject to the anti-fraud
provisions of the federal securities laws and the laws of the State of California.
Therefore, it is critical that the Preliminary Official Statement and final Official Statement
not contain any material misstatements or omissions. Accordingly, the information that
you provide in response to this Questionnaire must be complete and accurate in every
respect.

As used herein the term "Property" refers to all of the property within the District. The term
"Project" refers to the proposed improvements to be made within the District including all
residential and commercial development.

|. Ownership

(a) Name of the developer (the "Developer") of the property (the "Property") within the
District:

(b) Please describe the ownership structure of the Developer. Include a description of
any partnership, limited liability company or other arrangements, names of all general
partners, members and officers. Attach resumes of key individuals and a copy of any
partnership agreements, operating agreements, articles of incorporation and bylaws.

(c) Please attach copies of the Developer's most recent annual and quarterly financial
statements. If the Developer is a publicly held company, please provide copies of the
most recent |0Q or 10K filing.

(d) Include at least one reference from a bank or financial institution.

Note: Financial statements and information obtained from bank references are
necessary as part of the due diligence process required to issue the bonds. Any
nonpublic information will remain strictly confidential unless and until published
as part of the Official Statement.
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(e) Who is the contact person for the Project?

Name:
Title:
Phone Number:
E-Mail:

(f) Please provide the contact information of the attorney who will be representing
the Developer in connection with the issuance of bonds by the District.

Name:
Title:
Phone Number:
E-Mail:

(8) Please attach your most recent copy of a preliminary title report for the Property.

Il. Project Information

(a). Name of Project
(b). Location of Project
(c) Description of Project
(i) Number of gross acres:
(i) Number of developable acres:
(d) How long has Developer owned the Property?

(e) Describe the existing land uses on the Property:

(f) Please summarize the existing entitlements for the Project (i.e., the number and type
of residential units, commercial square footage, industrial square footage, recreation uses,
other public uses) and provide a list of the governmental approvals that govern
development of the Property.
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(g) Please attach a copy of each Purchase and Sale Agreement including any
amendments executed by the Developer for Property in the District.

(h) Please summarize the improvements to be completed by the Developer with respect
to the Project and the status of the construction of the improvements and a timeline for
completion.

(i) Please provide a budget for the improvements to be installed by the Developer and
describe how the improvements are to be financed.

(i) Please answer the following questions and provide any of the following received with
respect to the Property.

(i) Has an environmental impact report been approved for this Project?
YES__ NO.

(i) Has a Phase | Environmental Site Assessment been prepared for the Property?
YES NO. If yes, please provide a copy of all assessments prepared.

(iii) Has a soils report been prepared for the Project? YES NO. If yes, please
provide copies of all reports.

(k) List any approved tentative, final or parcel maps applicable to development of the
Project and provide a copy of all conditions for development.

(I) Are any impact fees owing as a condition to develop?__ YES NO. If yes, please
describe, list below and provide copies of any agreements or documents which contain
such conditions.

(m) Are there any endangered species habitat on the Property?  YES __ NO. If yes,
please describe.
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(n) Are there any legal impediments that could delay or prevent the buildout of the Project
as planned? YES NO. If yes, please describe.

(o) Are you aware of any proposed restrictions on the rate of future growth in the
jurisdiction where the Project is to be located which may impact the development of the
Project (i.e., proposed growth control ordinances or initiatives or limitations on water
availability? _ YES___ NO. If yes, please explain.

p) Are there any geological impediments (earthquake faults, flood zones, high ground
water, soil slippage, etc.) to buildout of the Project? YES ___ NO. If so, please
describe.

(q) What are your long-term plans for any portion of the Property not already conveyed to
merchant builders? For any portion to be constructed by Developer please describe
planned improvements and timing.

(r) Are there any existing trust deeds/loans on the Property? _ YES __ NO.
Please state the name of the lending institution, the approximate maximum loan
amount and the approximate current balance of the loan.

(s) Has construction financing for the Project been obtained? _ YES __ NO. If yes,
Please describe the source and amount of such loan and any acquisition and development
loans and provide copies of all loan agreements and promissory notes. If no, describe
whether any loans are required to develop.

(t) Other than the District, is there any existing or proposed community facilities district or
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assessment district that includes all or a portion of the Property? _ YES __ NO. If yes,
please describe the name, dollar amount and a contact person for information regarding
each district.

(u) Have any property taxes or assessments on the Property been delinquent at any time
during the past 3years? __ YES __ NO. If yes, please explain.

(v) Please attach a copy of the most recent tax bill for each parcel of the Property and
evidence that current installments due have been paid (in the form of a copy of check,
wire or receipt for payment).

(w) Has any claim been made, or suit been filed, or is any claim or suit now threatened
against the Developer or the Property with respect to the Project? _ YES __ NO.
If yes, please attach a copy of the complaint, or if unavailable, please list the court in which

the action is pending and the case number, or if the claim or action has not yet been filed,
please attach any documents summarizing the claims or action.

Il. Related Project Information

(a) Has an absorption study been done for the Project within the last 2 years? __ Yes
__No. Ifyes, please provide a copy.

(b) Has an appraisal been done for the Property within the last two years? _ Yes __ No.
(c) Is any of the Property (other than the portions thereof that have been improved with

completed residential or commercial structures currently for sale? __ Yes ___ No. If yes,
please provide a copy of the sale terms.

IV Experience and Financial Capacity of Developer

(a) Has the Developer, or any individual or entity which has an ownership interest in the
Developer, ever defaulted on the payment of a special tax or an assessment on property
owned by it? _ YES __ NO. If yes, please explain.

(b) Is the Developer, or any individual or entity which has an ownership interest in the
Developer, now in default on any loans, lines of credit or other obligation, or has the
Developer (or related entity) been in default on any loans or lines of credit or other
obligation in the past five years? _ YES __ NO. If yes, please explain.
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(c) Has the Developer, or any individual or entity which has an ownership interest in the
Developer, ever filed for bankruptcy or been declared bankrupt? _ YES __ NO. If yes,
specify the date and location of the court where the bankruptcy action took place.

(d) Have you prepared a business plan and/or pro forma for the proposed Project?
___YES ___NO. If yes, please attach a copy. If no, please prepare a detailed pro forma
and provide it as soon as possible.

(e) Has the Developer, or any individual or entity which has an ownership interest in the
Developer, ever failed to comply within the last five years with the terms of any agreement
to provide continuing disclosure with respect to a bond issue? ___ YES __ NO. If yes,
please describe the bond issue and the nature of the failure to comply.

V. Notice Regarding Disclosure

The Securities and Exchange Commission recently adopted amendments (the "Amendments") to
Rule 15¢2-12 under the Securities Exchange Act of 1934 relating to certain required disclosure
information that must be made available to prospective purchasers of municipal bonds. Under the
Amendments, certain material information must be disclosed (i) in connection with the initial
offering of bonds with respect to "material persons"; and (ii) on an ongoing basis with respect to
"obligated persons." Whether a property owner/developer might be a material person, or an
obligated person will depend on all of the facts and circumstances. If the information you provide
in response to this questionnaire indicates this might be the case, the financing team will review
with you the information that may need to be disclosed to potential bond investors in order to
satisfy the Amendments.

The undersigned hereby certifies that all responses provided herein are true and correct.

By: [ ]
By:

[President/CEO/CFO/or Equivalent]
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Purchasing and Procurement Procedures

To follow the Purchasing Ordinance, the purchasing of goods or services must follow a standard
system of entry, have a reasonable cost, complete documentation, obtain appropriate verification
and approval. The Purchasing Module of Tyler Technologies Incode 10 will be utilized to comply
with all aspects of the Ordinance. To establish the procedures to be followed for the purchasing
and procurement of paper and paper products and recovered organic waste products in
compliance with state laws, including SB1383, the Short-lived Climate Pollutant Act.

Ordinance Summary

For Non-Public Project Purchases:

PURCHASE SERVICES MAINTENANCE —or | GOODS A 4[ Formatted Table
AMOUNT GENERAL SERVICE
Between—$7.500-and | N/A N/A NIA
$25.000
Upte-$75;000 City Manager A NIA
Biddi Biddi

Between-$75,000-and | Gity Gouncil NIA NA

Biddi
Over-$200,000 ;; by SQH..G E'I orma ;; by SQH..G 5i orma ;; by SGE..G 5i oFma
MAX-TERM e e e S

extensions———w/CGC | Extensions—w/—CC

Approval Approval

City of Beaumont Purchasing Apprc

val

Purchase Purchase Amount Procurement Contract Type Internal Requirements from
Type Approval Vendor
$0.00-$7.499.99 1 Quote Purchase Order or | Department Head Quote
Cal Card
Materials $7 500-$59.999.99 1 Quote Purchase Order City Manager Quote
Su lic; $60.000-$199.999.99 | Informal Bid process Purchase Order City Manager Quote
4Dl’—lGoods & -3 Quotes
%% $200,000+ Formal IFB Formal Staff report apd Quote
m ] Or Approved Agreement or City Council
raprer oL Exception-Piggyback Purchase order approval
or Consortium (Dependent on
type of
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purchase)Purchase
Order

*Any subsequent purchases for any given Vendor and in any given Fiscal year above the aggregated purchase amount of $200K+ must go

to| City Council.
*Requisition must be entered, and P.O. issued prior to order being placed.

$0.00-$74.999.99 1 Quote/Proposal Formal Staff report and Quote/Proposal
Agreement & City Council Certificate of Insurance
Purchase Order approval Business License
brofessional Delég’ation of Authoril Commented _[R_C3_]: 1 will be asking for a gle_legation of authority
Services Signed Agreement | when a vendor |sls|gn|ng our agreen[\eqts. This is a document that
ord. 1157 $75.000+ Formal RFP or Formal Staff report a.nd g} Juote/Proposal ng‘:/zzt::;:;i:'tgh”ee:;:‘g’::“‘i::‘i‘:‘r s side has approval/authority to
hapier 3.02 approved exception Agreement* & City Council Certlﬁgate of Insuran
rapter St Purchase Order approval Business License
-Piggyback or Delegation of Authority
Consortium Signed Agreement

*Any subsequent Services/PO change Orders/Agreements for any given Vendor and in any given Fiscal year above the aggregated
pyrchase amount of $75K+ must go to City Council.
*Requisition must be entered and P.O. issued prior to services being commenced.
Agreement may be for a maximum of 5 years: 3-years w/ two 1-year renewals

*

General $0.00-$59.999.99 1 Quote/Proposal Formal City Manager Quote/Proposal
Pervices and Agreement & Certificate of Insurance
Maintenance Purchase Order Business License
Ord, 1097; Delegation of Authorit
Chapter 3.01 Signed Agreement
$60.000-$199.999.99 | Informal Bid process Formal City Manageﬂ Quote/Propo Commented [RC4]: So if someone submits a req that is not a
-3 Quotes/Proposals Agreement & approval if Req is Certificate of lnMran part of a approved budget or cip plan, would this need to go to City
Purchase Order a part of approved Business Licen%‘{ Council?
budget or CIP plan Delegation of Authori{ commented [JUSR4]: Yes

L

Signed Agreement

$200,000+ Formal RFP or Formal Staff report and Quote/Proposal
approved exception Agreement & City Council Certificate of Insurance
Purchase Order approval Business License
-Piggyback or Delegation of Authority
Consortium Signed Agreement

*

ny subsequent Services/PO Change Orders/Agreements for any given Vendor and in any given Fiscal year above the aggregated
pyrchase amount of $200K+ must go to City Council.
*Requisition must be entered and P.O. issued prior to services being commenced.
greement may be for a maximum of 5 years: 3-year w/ two 1-year renewals

*

Rublic Works | $0.00-$59.999.99 Proposal Formal City Manager Proposal
Ord. 1160; Agreement & Certificate of Insurance
Chapter 3.01 Purchase Order Business License

Delegation of Authority
Signed Agreement

$60.000-$199,999.99 Informal Bid sent to Formal City Manager Proposal
Pre-qual list or posted Agreement & approval if Req is Certificate of Insurance
in trade journal Purchase Order a part of approved Business License

budget or CIP plan Delegation of Authority
Signed Agreement

$200,000+ Formal RFP or Formal Staff report and Proposal
approved exception Agreement® & City Council Certificate of Insurance
-Piggyback or Purchase Order approval Business License

91



Consortium Delegation of Authority
Signed Agreement

*

ny subsequent Services/PO Change Orders/Agreements for any given Vendor and in any given Fiscal year above the aggregated
pyrchase amount of $200K+ must go to City Council.
Requisition must be entered and P.O. issued prior to services being commenced.

*

Notes and Exceptions
a. No services should be commenced, or Goods purchased until the Procurement process is
completed and the P.O. is issued.
b. In the absence of the approver for a given request, authorization will be obtained by
his/her appointee or the next highest authority in accordance with the Authorization Table.
c. At no time can purchases be “split” or otherwise billed separately to circumvent the
spending authority.
d. With the exception of City Council authorized procurements, increases to previously
authorized procurements are permitted if the increased procurements remain within the
approver’s limit.
e. Freight and sales tax are a cost of doing business and shall be included in the total cost
of the
procurement.
f.City Manager approved contracts will be provided quarterly to the City Council for review
by the Purchasing Officer.

Public Projects

As provided in Section 22002(c) of the Public Contract Code, public projects include construction,
reconstruction, renovation, improvement, demolition to, or painting/repainting of any publicly
owned, leased or operated facility, street or sewer, and the construction or improvement of dams,
reservoirs and wastewater treatment plants. A public project does NOT include maintenance

work of any kind. Public Projects must follow more specific purchasing rules from what is
presented here.

Alternative Procedure

Purchasing supplies, services, or equipment by a simplified pricing procedure by obtaining oral
price quotes from one or more potential contractors or suppliers.

Informal Competitive Bidding (Chapter 3.01.09)
RFP Process with specific distribution of notice inviting formal bids.

Formal Competitive Bidding (Chapter 3.01.08)

RFP Process with public distribution of notice inviting formal bids.
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Exemptions to Competitive Procurement Procedures for Professional Services
(3.02.05)

Upon obtaining approval from the City Council, the Purchasing Officer may engage services of a

Professional firm or individual without complying with the competitive procurement procedures in
the

Following circumstances:

Legal services

The services are available only from a single source;or

Public exigency or emergency will not permit delay; or

State or federal grant or loan requirements authorize noncompetitive procurement of such
services; or

. After solicitation from a number of sources, competition is deemed inadequate. — { Formatted: No bullets or numbering

Why Purchase Orders?

A completed purchase order will reserve budget for the applicable line item (termed
Encumbrance). Purchase orders are used not only to control vendor terms and pricing, but also
to manage the departmental budgets. (See page 10 for examples in Tyler)

Purchase Order Exceptions
Certain types of invoices are not subject to purchase orders due to the nature of the cost:

Utilities — City’s monthly services for water, electric and gas usage.

Phone/Internet — City’s monthly services for phone and internet usage

Insurance — Health, dental and vision insurance, general liability, and vehicle insurance
JPA costs

Legal — Attorney, court, and settlement costs

Regulatory costs — any governmental authority
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Requisition Approval Timing

To take advantage of the software system for purchasing, the approval process is being
standardized and scheduled as follows:

DAY APPROVAL STEP
Every Wednesday Procurement Specialist Interim Step
Every Wednesday Budget Specialist Interim Step
R Every Thursday Assistant Birectorof-Finance Director ——lInterim . [ Formatted: Font:
Step \\\f Formatted: Body Text 2, Left
Every Thursday City Manager Interim or Final Step
Every Friday Assistant City Clerk Final Step

Every Friday, the finance department will process any fully approved requisitions into purchase
orders. If a purchase order is urgently needed, please contact the next approval level when the
requisition is complete. All attempts will be made to expedite the process when needed.

NOTE: Enter requisitions that relate to City Council approval when the staff report is prepared.
Also, during the budget process, when the budget is finalized and approved by City Council, enter
requisitions for all known vendors.

City Departments

Using Tyler Technologies Incode 10, enter applicable information into Purchasing Module — Requisitions.
(See documentation provided to input the required information). If the department does not have an
individual with access to the purchasing system, there is a Request for Requisition form that can be
completed. That requisition form and all applicable back-up documentation can be provided to the Finance
Office for data entry. Required data entry is as follows:

e GENERAL TAB: Number, Description, Department, Issue Date, Requested By, Auto Approve
Checkmark, Ship To, Vendor, and Detailed Description (specific detail of what and why)

e |ITEMENTRY TAB: Commodity, Item Description, Ship To, Ordered Amount, Account, Part Number

e BID/QUOTE TAB: Information can be attached here only if Bid/Quote is check marked on the
General Tab

o NOTES TAB: Add note regarding what is attached, Add note regarding how purchasing ordinance
was followed (3 bids, informal RFP, formal RFP, sole source, emergency, etc.)

o DOCUMENTS TAB: Attach contract, bids, forms, Staff Reports, or any other

Approval Levels

DIRECTORS APPROVE UP TO $7,500:
The Director responsible for the Department must approve the requisition before it can advance to the next
approval level or be processed into a Purchase Order.

The Budget Finance Specialist must approve that there is budget in the line item(s) of the requisition before
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it can advance to the next approval level.

Director—of-Finance_Director or Assistant Director—of-Finance_Director must review and approve the<—[ Formatted: Body Text 3, Left

requisition before it can advance to the next approval level or be processed into a Purchase Order.

ABOVE $7,500:
City Manager must review and approve the requisition before it can advance to the next approval level or
be processed into a Purchase Order.

ABOVE $25.000City Council Approval:
Deputy City Clerk, as representative of the City Council, must review and approve the requisition before it
can be processed into a Purchase Order. Approval amounts based on the purchasing ordinance.

Finance Department

When requisitions have been approved by the applicable levels, the Finance Department will
complete the steps necessary to generate a purchase order. The Purchase Order will then be
available to the department to print as necessary to complete their vendor order.

Invoices

After the Purchase Order has been approved through all levels, goods may be ordered. Once
orders are received and verified, The Director responsible for the Department must approve the
Invoice by signing and coding the Purchase Order number to the Invoice. All Invoices must be
turned into Finance by 12:00 pm every Tuesday to be paid out in that week’s A/P run.

Purchase Order Changes

Following the approval of a purchase order for goods or services, the purchase order may be
amended by the issuance of a change order, provided the change is reasonably related to the
scope of the original purchase. The Ffinance Ddirector will maintain control relative to the
scoping, estimating, and negotiation of the proposed change order and the availability of funds
for the proposed change in the event that the change order increases the cost. The dollar
limits indicated in the Purchasing approval shall apply to the original contract and to any
amendments or change orders. To this end, therefore, unless an exception provided applies,
any contract amendment or change order which would increase the contract amount above
any threshold stated herein shall comply with the requirements applicable to the increased
contract amount. -Any proposed changes to a purchase that does not increase the purchase
price may be approved by the city manager in accordance with any applicable terms and
conditions of the original purchase related to change orders or amendments. Purchase order
changes will be completed through the Purchase Order Change Request Form.

Vendor Limit
No employee shall be used for the procurement of goods or services. No International vendor
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shall be used unless they have a US office that accepts US dollars.

The public procurement process and the people involved are subject to complete public
accountability regarding the proper expenditure of taxpayers’ money. Public purchasing must
guarantee fair and open competition with equal opportunities for every supplier. A unique
characteristic of public purchasing is the underlying principle that prices are not as critical as
fairness and impartiality in obtaining them.

It is a violation of State Law for any Employee or City Officer to be a part to, or have a financial
interest in, any City contract made by them in their official capacity (CA Gov. Code 1090).

Recycled Content Paper and Recovered Organic Waste Product Procurement
Requirements

Standard Management Procedure and Purpose

The Purchasing Officer is responsible for and will manage this. The purpose of this Standard
Management Procedure is to establish the procedures to be followed for the purchasing and
procurement of paper and paper products and recovered organic waste products in compliance
with state laws, including SB 1383, the Short-lived Climate Pollutant Act. This policy will replace
any existing EPPP Policy.

Section 1.0 - Statement of Policy

It is the policy of City of Beaumont to:

e Purchase products that minimize environmental impacts, toxins, pollution, and hazards to
worker and community safety to the greatest extent practicable.

e |Institute practices that reduce waste and minimize environmental impacts whenever
practicable and cost effective.

e Comply with California State requirements for local agencies to maximize the use of
recycled resources and purchase recycled products; (Title 14 CCR, Division 7, Chapter
12; California Public Contract Code 22150-22154).

e Comply with CCR 14 Section 18993.3 and 18993.4 regarding recycled content paper
procurement requirements.

e Comply with CCR 14 Section 18993.1 and 18993.2 regarding recovered organic waste
product procurement to the best of the city’s ability.

o Adopt this policy in support of the City's other environmental and sustainability goals.

e Require vendors, contractors, and grantees to buy recycled content paper and paper
products, and when buying mulch and compost, procure such products meeting state
requirements for applicability to the City’s organic waste product procurement target.

Section 2.0 - Purpose
This Policy is adopted in order to:
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e Conserve natural resources.

o Comply with state law.

e Support strong recycling markets.

e Reduce materials that are landfilled.

o Comply with SB 1383 regulatory requirements regarding procurement of recycled content
paper products and recovered organic waste products.

Section 3.0 - Specifications

3.1 Recycled Content Products

3.1.1 A significant element of reducing waste contributions to landfills is recycling. Recognizing
the impact of government spending on stimulating the recycling industry, the State has imposed
requirements on the procurement of recycled products by local agencies. The California Public
Contract Code (PCC) Sections 22150-22154 outline these requirements. The City will give
preference to buying the recycled content products as outlined in the PCC whenever recycled
products are available at the same or lesser cost and fitness and quality are equal. Also, in
accordance with the PCC, and SB 1383 regulations, the City will require the vendor to certify the
recycled content and the recyclability of the products being provided.

3.1.2 City staff shall strive to incorporate the requirements the U.S. EPA has established for
various materials, such as those for construction, landscaping, parks and recreation,
transportation, vehicles, miscellaneous, and non-paper office products. The programs, known as
the Comprehensive Procurement Guidelines (CPG) and Recovered Materials Advisory Notice
(RMAN), are updated periodically to identify categories of material for which there are recycled
content alternatives and the recommended recycled contents.

3.1.3 Printing paper and writing papers and paper products and janitorial paper products shall
contain the highest postconsumer content practicable, but no less than 30 percent by fiber weight,
postconsumer fiber, as outlined in Sections 22150-22154 of the Public Contract Code and as
defined in Section 12209 of the Public Contract Code.

3.1.4 Vendors shall certify in writing, under penalty of perjury, as to the minimum percentage of
postconsumer material in the Paper Products and Printing and Writing Paper, and janitorial paper
offered or sold to the Jurisdiction. A sample certification is contained at the end of this policy. This
certification requirement may be waived if the percentage of postconsumer material in the Paper
Products, Printing and Writing Paper, and/or Janitorial Paper can be verified by a product label,
catalog, invoice, or a manufacturer or vendor internet website. These products shall also be
certified to be eligible to be labeled with an unqualified recyclable label as defined in Title 16 Code
of Federal Regulations Section 260.12 (2013).

3.1.5 Copiers and printers bought shall be compatible with the use of recycled content products.
When necessary, suppliers shall train equipment maintenance personnel in the appropriate use
of recycled products with their equipment.
3.2 Recovered Organic Waste Products

3.2.1 City Workers and contractors providing landscaping services for City of Beaumont shall
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employ sustainable landscape management practices whenever possible, including:

e The use of Integrated Pest Management (IPM), including minimal pesticide use, is
encouraged.

¢ Meeting all MWELO requirements including use of compost and mulch; compost and
mulch shall meet the definitions contained in this policy. Records shall be maintained and
submitted to the City documenting such use.

e Recycling of plant debris by composting and/or maintaining a minimum 2-inch layer of
mulch under all trees, shrubs, and groundcovers and a minimum 3-inch layer in all open
areas is strongly encouraged. Allowing leaf drop to become part of the mulch layer in tree,
shrub and groundcover areas is preferred.

e Compost purchased by or for the City, or at the City’s behest, by its landscaping service
providers or other contractors shall meet the definition of compost in this policy and shall
be eligible to help the City meet its SB 1383 organic waste product procurement target.

e Mulch purchased by or for the City, or at the City’s behest, by its landscaping service
providers or other contractors or direct service providers shall meet the definition of mulch
in this policy and shall be eligible to help the City meet its organic waste product
procurement target. Such mulch shall meet or exceed the physical contamination,
maximum metal concentration and pathogen density standards for land applications
specified in 14 CCR Section 17852(a)(24.5) (A)(1) through (3). Mulch shall be made from
recycled or post-consumer materials rather than inorganic materials or virgin forest
products unless the recycled post-consumer organic products are not available.

Section 4.0 - Definitions

Buyer means anyone authorized to purchase on behalf of this jurisdiction or its subdivisions.

Contractor means any person, group of persons, business, consultant, designing architect,
association, partnership, corporation, supplier, vendor, or other entity that has a contract with City
of Beaumont or serves in a subcontracting capacity with an entity having a contract with City of
Beaumont for the provision of goods or services.

Direct Service Provider means a person, company, agency, district, or other entity that provides
a service or services to the City pursuant to a contract or other written agreement or as otherwise
defined in 14 CCR Section 18982(a)(17).

Paper Products include but are not limited to paper janitorial supplies, cartons, wrapping,
packaging, file folders, hanging files, corrugated boxes, tissue, and toweling; or as otherwise
defined in 14 CCR Section 18982(a)(51).

Postconsumer-Material means a finished material which would normally be disposed of as a
solid waste, having reached its intended end-use and completed its life cycle as a consumer item,
and does not include manufacturing or converting wastes.

Preconsumer Material means material or by-products generated after manufacture of a product

is completed but before the product reaches the end-use consumer. Preconsumer material does
not include mill and manufacturing trim, scrap, or broke which is generated at a manufacturing
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site and commonly reused on-site in the same or another manufacturing process.

Printing and Writing Paper includes, but is not limited to, copy, xerographic, watermark, cotton
fiber, offset, forms, computer printout paper, white wove envelopes, manila envelopes, book
paper, note pads, writing tablets, newsprint, and other uncoated writing papers, posters, index
cards, calendars, brochures, reports, magazines, and publications; or as otherwise defined in 14
CCR Section 18982(a)(54).

Recycled-Content Paper Products and Recycled-Content Printing and Writing Paper and
janitorial paper products” means such products that consist of at least thirty percent (30%), by
fiber weight, postconsumer fiber, consistent with the requirements of Sections 22150 to 22154
and Sections 12200 and 12209 of the California Public Contract Code, and as amended.

Recovered organic waste products means products made from California, landfill-diverted
organic waste processed at a permitted or otherwise authorized operation or facility. Such
products include SB 1383 eligible mulch and SB 1383 eligible compost (see definitions below).

SB 1383 Eligible Compost means the product resulting from the controlled biological
decomposition of organic solid wastes that are source separated from the municipal solid waste
stream or which are separated at a centralized facility or as otherwise defined in 14 CCR Section
17896.2(a)(4). Compost eligible for meeting the annual recovered organic waste product
procurement target must be produced at a compostable material handling operation or facility
permitted or authorized under 14 CCR Chapter 3.1 of Division 7 or produced at a large volume
in-vessel digestion facility that composts on-site as defined and permitted under 14 CCR Chapter
3.2 of Division 7. Compost shall meet the State’s composting operations regulatory requirements.

SB 1383 Eligible Mulch means mulch eligible to meet the City’s Annual Recovered Organic
Waste Product Procurement Target, pursuant to 14 CCR Chapter 12 of Division 7. This SB 1383
Eligible Mulch shall meet the following conditions as specified by 14 CCR Section 18993.1(f)(4):

1. Produced at one of the following facilities:

i. A compostable material handling operation or facility as defined in 14 CCR Section
17852(a)(12), that is permitted or authorized under 14 CCR Division 7, other than a
chipping and grinding operation or facility as defined in 14 CCR Section 17852(a)(10);
SB 1383 Eligible Mulch excludes mulch from chipping and grinding operations.

ii. A transfer/processing facility or transfer/processing operation as defined in 14 CCR
Sections 17402(a)(30) and (31), respectively, that is permitted or authorized under 14
CCR Division 7; or,

ii. A solid waste landfill as defined in Public Resources Code Section 40195.1 that is
permitted under 27 CCR Division 2.

2. Meet or exceed the physical contamination, maximum metal concentration, and pathogen
density standards for land application specified in 14 CCR Sections 17852(a)(24.5) (A)1
through 3.

U.S. EPA Guidelines means the Comprehensive Procurement Guidelines established by the
U.S. Environmental Protection Agency for federal agency purchases as of May 2002 and
described at http://www.epa.gov/epaoswer/non-hw/procure/products.htm, or as updated.

Section 5.0 - Implementation

99



5.1 Purchasing Officer shall help departments implement this policy including the following
activities:
e Educating managers and staff about City of Beaumont's Recycled Content Paper and
Compost and Mulch Procurement Policy.

e Ensuring that purchasing documents, specifications, and contracting procedures do not
contradict each other and do not deter or inhibit the purchase of recycled content products
as described in this policy.

e Providing information to facilitate the evaluation and purchase of environmentally
preferable products, including identifying appropriate products and sources and providing
technical assistance.

e Evaluating obstacles to purchasing such products in order to create solutions,
e Tracking and recording progress in achieving successful results.

e Tracking and maintaining a record of recycled content paper purchases and SB 1383
compliant compost and mulch in an SB 1383 implementation record. Such records shall
include proof of purchase describing procurement of paper products by volume and type
for all paper purchases and copies of certifications or other verifications required of
recycled content and recyclability. All invoices or other records showing procurement of
SB 1383 compliant compost and mulch shall also be kept in the City's SB 1383
implementation record.

5.2 In compliance with State law, vendors shall be required to specify and certify the minimum or
actual percentage of recovered and postconsumer material in their products, even when such
percentages are zero. Such information shall be provided with each invoice provided to the city
for paper and paper products, including janitorial paper products.

5.3 All contracts and grants providing services or products to the City of Beaumont shall adhere
to the guidelines stated in this policy to the extent possible.

Section 6.0 - Program Evaluation and Measurement

6.1 Purchasing Officer shall institute a system for tracking recycled content paper procurement
and procurement of SB 1383 eligible compost and mulch in compliance with 14 CCR Section
18993.4 and Section 18993.2. Copies of invoices, receipts or other proof of purchase that
describe the procurement of paper products by volume and type for all paper purchases will be
maintained as part of the City’s required SB 1383 implementation record (14 CCR Section
18995.2). Copies of certifications or other verification of recycled content and recyclability will also
be kept.

Copies of invoices and receipts demonstrating procurement of SB 1383 eligible compost and SB
1383 eligible mulch shall also be maintained in the SB 1383 implementation record.

6.2 Departments that independently purchase paper and paper products and compost and mulch
will report the required information noted in 6.1 to the Environmental Services Manager each
quarter.

Section 7.0 - Effective dates

7.1 This policy shall take effect on August 16, 2022.
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Grant Policies and Procedures

Definition and Purpose

The definition of a grant for purposes of this policy is as follows: An award of financial assistance
in the form of money or property by a funding source including the federal government, state
government, other local governments, non-profit agencies, and private businesses and citizens
that the City can accept or reject.

The purpose of the grant procedures outlined in this document is:
1. To ensure proper oversight of all funds awarded to the City.

2. To minimize the City's risk of losing funding due to non-compliance with grant
requirements.

3. To ensure proper administration and accounting of all grants.

Scope

This policy is applicable to any City of Beaumont program, department, or fund division preparing
and submitting grant applications to agencies outside the City government for funds, materials,
or equipment to be received and administered by the City or by an entity for which the City acts
as fiscal agent. The goals and objectives of the City departments should be established early in
the planning process and should not change based on changes in the availability of different
funding sources sought and received. If grant policies and regulations conflict with regulations
and policies of the City, the federal and state regulations will prevail unless they are less restrictive
than City policies where City policy prevails.

No grant will be accepted that will incur management reporting costs greater than the grant
amount. Such costs include, but are not limited to, indirect costs, overhead and any other items
needed to administer the grant.

Central Responsibility

The City Council authorizes the Administrative Services Director and Finance Director to
promulgate any procedures and controls that minimize the City's risk for non-compliance with
grant requirements and the Administrative Services Director or their assigned designee for
providing support to requesting agencies. The Administrative Services Department will maintain
the back-up file for all grants in order to facilitate management, reporting and overall monitoring.
The required central grant file will be maintained by the department seeking grant funds and must
be retained in accordance with City of Beaumont retention policy.

For Federal Grants, the Department applying for the grant and the Finance Department should
ensure compliance with the Federal Office of Management and Budget (OMB) general
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requirements and any other state and/or federal requirements specified in the grant conditions.
The Administrative Services Department and Finance Department will review expenditures for
obvious non-compliance and will act as liaison with independent auditors. All City programs,
departments, and fund divisions shall submit any/all grant information required by the
Administrative Services Department to carry out its oversight responsibilities.

Grant Application Procedures

4.1 The City program, department, or fund division desiring to submit a grant application

soliciting funds will prepare the request as outlined by the grantor's requirements. Grant
applications will be reviewed by the department(s) seeking grant(s) in order to make an
independent assessment of all financial aspects of the application to ensure funds
availability. The department director should sign the grant application as approval that
funds are available and that they are supportive of the fiscal impacts to their department.
The department applying for the grant should make every effort to project all initial and
ongoing costs associated with the grant program including but not limited to staff support,
needed assistance for computer systems, office space, utilities, systems furniture,
vehicles, office equipment, office supplies, computer software and hardware, and/or
telephone charges.

4.2 Upon the department completing its financial assessment, they shall prepare and submit

a Grant Processing Request Form (Appendix A) to the Administrative Services
Department with the original grant application, along with any required assurances and
conditions prior to submitting the application to the grantor entity for approval. This Form
must be approved by the City Manager prior to the grant application being submitted.
The purpose of this from notification to Administration is to eliminate duplication of
submissions by City departments for the same grant, to allow Administrative Services to
maintain a comprehensive list of pending grant applications as well as active grants, to
provide assistance as appropriate to departments in the preparation and administration
of grants, and to ensure availability of matching funds, where applicable. The
Administrative Services department will obtain the City Manager’s approval and notify the
department that the application has been approved. Administrative Services will also
send a Memorandum of Understanding, if necessary, on the grant’s requirements to the
department applying for the grant and will assist departments on inquiries concerning
compliance issues.

4.3 The Administrative Services Department will request additional information or revised

4.4

submittals if needed. The Administrative Services and Finance Departments will work
with the departments to ensure the availability of funds. For those grant applications
where a Grant Processing Request Form has not been submitted within a reasonable
time, Administrative Services will follow up with the applicable department to see that the
proper procedures are followed. Grant applications shall not be submitted to the grantor
entity prior to the Administrative Services Department receiving and the City Manager
approving the Grant Process Request Form. In some cases, the grant application shall
not be submitted until approved by the City Council.

Any grant pertaining to technology will be required to complete a Technology Service
Request (Appendix B) Form and forward it to the Administrative Services Department

106



4.5

4.6

4.7

before applying for the grant. City of Beaumont’s Software/Hardware standards and IT
staffing must be considered for any software/hardware purchases. IT staff must make
assurances that any equipment/software purchased will be technologically compatible
and can be supported in years to come.

If the grant is incorporated into the Adopted City of Beaumont Budget and appropriated,
then no additional Board approval is required for the application and acceptance of the
grant, unless otherwise required by individual grant requirements. However, supporting
documentation to assist in monitoring of the grant shall be forwarded to the Administrative
Services Department

for their records.

All grant award acceptances must have approval from the City Manager and/or the City
Council, under the provisions of the limits established in the City of Beaumont Purchasing
Policy. This action may involve preparation of a City Council agenda item for inclusion on
the next regular meeting agenda for consideration. In order for an item to be considered
at a board meeting, the department must forward the required staff report and any
necessary documentation to the City Clerk’s office in accordance with the City’s agenda
procedures. Please refer to the City Council calendar or consult with the City Clerk’s office
for additional information on the agenda deadlines. In the event that a grant cannot be
presented at City Council due to a short timeline, staff are required to bring the grant to
City Council at the first available meeting for ratification.

If a grant application is denied by the grantor, a copy of the letter of denial shall be
forwarded to the Administrative Services Department for their records. In addition to the
letter of denial, the department which submitted the grant shall draft and submit a summary
of the denial to the Administrative Services Department for their records.

Grant Acceptance Procedures

5.1

5.2

5.3

54

Whenever possible, all requests for acceptance of grants of a recurring nature should be
submitted to the Finance Department through the normal budget process that must be
approved by the City Council.

The grant award letter/acceptance agreement (notification received detailing the amount

of the grant awarded, grant assurances and special conditions, and the guidelines that
must be followed to comply with the grant requirements) will be forwarded to the
Administrative Services Department, who will review the grant award for reporting
requirements, special conditions, and deadlines related to administering the grant.

If deemed necessary by Administrative Services Director and time permits, the
Administrative Services Department may forward the grant award letter/agreement to the
City Attorney for legal review of any clauses or grant special conditions to ensure
compliance with Federal or state laws.

In order for expenditures to be processed against a grant, a budget appropriation must be
established using procedures and limits set forth in the City of Beaumont Financial
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Management Policy. The department requesting a grant will work with the Finance
Department to prepare a City Council agenda item requesting appropriation of grant
funds, unless the grant has already been approved by the City Council as part of the
adopted annual budget process.

5.5 Upon obtaining a copy of the Council action approving a grant, the Finance Department
will assign an account code to the grant and the applicable department will be notified of
the account code. For reimbursable grants, all reimbursement requests should be copied
and forwarded to Administrative Services and Finance Departments, noting the
applicable account code for the receipt of the funds. The Finance Department will notify
the departments of such anticipated receipts of revenue for those reimbursements made
to the City. The Finance Department will track receipts for reporting with annual audits.

5.6 Departments should notify the Administrative Services and Finance Departments if:

A. There is a subsequent alteration in the funding configuration.
B. There is a subsequent alteration in the City’s financial obligation.
C. Grant funds will be carried forward into the next fiscal year.

D. There are any notifications that the grant will be terminated.

5.7 Departments shall process Personnel action/status forms at year end for those grants
that have new account numbers each year, to eliminate necessary future adjustments.

5.8 Departments are responsible for ensuring that all funds are expended or encumbered

prior to the end of the grant period, for funds to be used adequately and not lost in future
award periods.

Grant Master File and Fiscal File

6.1 Grant Master File

The program manager is required to maintain a grant master file in order to document all major
actions from the grant award through closeout. The master file should include the following

documents:

A. Grant Application: Funding opportunity announcement and the original grant application
that was submitted to the awarding agency.

B. Grant Award Documents: Grant award, terms and conditions, assurances, award
modifications, and approved Request for Council Action (RCA) for the acceptance of the
award. Also include subrecipient agreement if portion of the award was transferred to a
subrecipient.

C. Financial Documents: Approved budget and budget amendments.

D. Grant Reports: Periodic and Final Financial and/or Performance reports including any
communications regarding these reports.
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E. Grant Reimbursement/Payment Requests: Reimbursement/Payment Request form,
supporting documents including copy of invoices, copy of transmittal letter, copy of check
payment or EFT notification, and copy of Deposit Transmittal Form (DTF).

F. General Communications: Internal or external communications pertaining to the grant.

6.2 Fiscal File

To assist in administering the grant, the Administrative Services Department should also maintain
a fiscal file. The fiscal file contains all documentation related to the financial history of the grant.
To ensure the creation of the fiscal file, the program manager should provide the following
documents to Administrative Services:

A

® Mmoo w

Executed copy of the grant Award and approved RCA
Terms & Conditions

Award modifications

Approved grant budget

Budget modifications

Financial Reports

Reimbursement/Payment Requests and supporting documentation

Grant files must be retained in accordance with the City of Beaumont's file retention policy or, for
federal awards, the retention requirements for records per 2 CFR 200-333, whichever is more
restrictive.

Grant Monitoring and Reporting

7.1 Monitoring of Grants

7.1.1 Departments are responsible for continuous monitoring of the financial status of grants.

The Finance Department will provide departments with regular access to monthly
financial reports for such monitoring. This report will include information, such as money
already expended, remaining funding, budget to actual analysis, payments already
received, grant receivable or advance payment balance, and if applicable, matching
funds already provided. Departments must review the monthly financial reports and
notify the Administrative Services and Finance Departments promptly of any
discrepancies noted and/or any additional reports needed.

7.1.2 Line-item budget amendments must be approved prior to grant expenditures being made

in order to avoid loss of funding or denial of reimbursement. Line-item adjustments must
be completed in accordance with the awarding agency’s policies and procedures. Line
items can go negative, as long as the grant account is not negative in total if the granting
entity allows it, but the department should remember that expenditures must be
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reported to the grantor by line item and must be allowable in the line item reported and
spent.

7.1.3 Departments must also monitor grants for compliance with all applicable federal, state,
and local regulations and ensure that grant expenditures remain in compliance with
grant procurement policies and procedures. For example, equipment procured with
grant funds must be disposed of in accordance with the terms of the grant and OMB
Circular A-87 requires payroll costs to be supported properly based on the percentage
worked on the grant. Federal grants must meet requirements set out in OMB Circulars
A-87, A-102, and A-133 or the Uniform Grant Guidance, as applicable. Departments
should contact Administrative Services and/or Finance if assistance is needed with
compliance issues.

7.1.4 Departments shall require Sub-recipients of grant funds to prepare and submit progress
reports to the City. Departments shall notify all sub-recipients of the grant’s compliance
requirements, reporting requirements, and cost principles. Departments shall establish
periodic monitoring meetings with sub-recipients to ensure grant compliance.
Subrecipients shall provide a written acknowledgement that they have received and
agree to the items detailed above and any other requirements explained by the City.

7.2 Grant Reporting

7.2.1 The requesting department is responsible for providing performance and financial
reports to grantors. If it is determined that the report preparation is to be handled by the
Administrative Services or Finance Department, this must be indicated on the Grant
Processing Request Form. In some cases, grantors may prohibit the same individual
from submitting both performance and financial reports. If the program manager
identifies this scenario, or something similar they shall notify the Administrative
Services Department who will designate a different party to perform the financial report.

7.2.2 Departments handling grant reporting are responsible for complying by the due dates
with all reporting requirements of the grant including financial reporting and
reimbursement requests. All reimbursement requests should be copied and forwarded
to Administrative Services and Finance for review and monitoring of timeliness of
revenue reimbursements.

7.2.3 Timely requests for reimbursements are crucial to maximize the financial benefits of the
grants to the City. Grant reimbursements should be completed in a timely manner and
in accordance with the requirements of the specific grant.

Indirect Costs

8.1 Grant applicants may request indirect costs if the application guidelines do not require
federally approved indirect cost rate and indirect cost are allowed in the grant.
Departments should contact the Finance Department for assistance with identifying and
calculating indirect costs for inclusion in grant applications. These funds may be used by
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the Finance Department to offset costs in overseeing the grant including staff time,
external auditor expenditures, etc.

Personnel

9.1 Any new personnel positions to be created as a result of grant funding must be approved
by the City Manager and City Council, and properly classified by Human Resources.
Departments are to promptly notify Payroll each year of coding changes needed for those
persons being charged to grants since project/grant codes may change each year.
(Coding changes are noted on personnel action/status forms and turned into Human
Resources by the applicable departments.) The Department applying for a grant that will
create a new position(s) shall prepare a staffing plan and submit such plan to the
Administrative Services Department. The staffing plan should include the duration of the
position(s) (temporary or permanent), detail the work to be performed by the new
position(s), and describe how the position(s) will be funded upon the expiration of the
grant funding.

9.2 Where employees are 100% federally funded by a grant, salaries and wages will be
supported by quarterly certifications stating that the employee worked solely on that
program for the period covered by the certification. The certification must be signed by
the supervisory official having firsthand knowledge of the work performed by the
employee. Where employees are partially federally funded, their daily tasks must be listed
on Daily Activity Logs if provided by the grantor to support the percentage of time spent
working on the grant. Distribution percentages determined before the services are
performed do not qualify as support for charges to Federal awards. For example,
someone working 75% out of federal funding and 25% out of local funding must complete
the daily activity log to substantiate the percentages.

9.3 Any employee whose salary is paid in part by a grant must develop an activity log that will
allow him/her to track actual times and effort performed for the grant. When completing
the required bi-weekly timesheet, the employee must itemize time by activity, indicating
the account number and for each activity. The program manager will review/sign the
timesheet ensuring the following: (1) total hours allocated to the grant based on actual
hours recorded in the employee’s activity log; and (2) the account numbers and project
account codes being used are correct ensuring proper distribution of wages. Once
reviewed, the program manager will forward the timesheet to the department head for
approval/signature. Once approved by the department head, it will go to the
Administrative Services Department to the attention of the payroll technician for
processing. Personnel costs that are to be funded using Grant funds may not be used
for compensatory time.

Grant-Related Procurement ad Policy Issues

10.1 Procurement Using Grant Funds

When submitting purchase requisitions with the intention of using grant funds, the department
head or program manager must clearly indicate the source of funding for the procurement. The

department head or program manager must also communicate to the Finance Department the
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applicable

procurement standards for the grant, preferably via e-mail. The Finance Department

must review the grant procurement standards and incorporate them, if necessary, in the
procurement process.

10.2 Procurement Using Federal Grant Funds

10.2.1

10.2.2

10.2.3

The Finance Department must be notified that federal funds are involved for all
purchases with federally funded grants, regardless of the dollar amount involved.

All purchases, of any amount, made with federal grant funds must comply with the
following requirements detailed in Section 14 below.

If federal funding is involved, the department head, program manager and Finance
Department must ensure the procurement standards outlined in 2 CFR 200-320 and
the required suspension and debarment testing- 2 CFR 200-214 - for covered
transactions are met. Covered transactions include procurement of goods and
services that equal or exceed $25,000, non-procurement transactions as defined in 2
CFR 180.970 and subcontracts/sub awards that equal or exceed $25,000.

List of debarred or excluded vendors can be found in the System for Award
Management web page and can be accessed at the following address:
http://www.sam.gov. From there, go to Search Records at the top left of the page, and
search for your vendor by name. You will receive a message showing whether your
vendor is excluded or not. If excluded, you shall not purchase from that source. If there
are no records matching the search request, you may purchase from that vendor,
assuming all other purchasing and grant requirements have been met. In either case,
please print out the pages for your grant file, to show compliance with this requirement.

10.2.4 A copy of the required certification related to the suspension and disbarment of the

10.2.51

10.2.6

vendor MUST be obtained before any funds are spent. The program manager must
document the result of the sam.gov search in the grant Master file and fiscal file and
be made available to the department head, Administrative Services Department,
Finance Department and/or external auditors upon request.

n some cases, the City of Beaumont’s procurement standards may be more restrictive
than the grant’s procurement standards. For example, 2 CFR 200-320 allows the use
of procurement by small purchase method when acquiring goods or services that do
not cost more than the simplified acquisition threshold (currently at $150,000). In this
method of procurement, informal solicitation of price or rate quotes from an adequate
number of sources is acceptable. However, the City of Beaumont’s procurement policy
(BMC; Chapter 3) requires an informal competitive bid for purchases between $45,000
and $175,000. In such a circumstance, the program manager must follow the City of
Beaumont’s procurement standards because it is more restrictive.

The Finance Department also needs to be notified so that assets acquired using
Federal funds can be properly identified. Equipment items purchased with federal
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funds that cost $5,000 or more are to be tagged when purchased so that proper
disposal procedures can be followed when items are sold or sent to surplus. Federal
equipment should be inventoried at least every two years in order to be properly
safeguarded against theft, damage, or loss. Inventory records should be maintained
in accordance with State Library Regulations. Also, land purchases made with grant
funds often have land use restrictions which will be discussed with the City Attorney’s
office to ensure restriction compliance. When assets acquired with Federal funds are
no longer used in the grant program (i.e., grant has expired, asset was lost, stolen, or
damaged, or asset became idle) the grantor must be notified. The Federal Government
may be due a portion of the proceeds for equipment items with a book value of $5,000
or more at the time of disposition. If the federal entity is compensated for the current
fair market value of the item, the equipment may be retained by the entity.

10.2.7 Grantees should follow the City’s and/or grantor’s policies and procedures for all
practices including procurement for the selection of contractors and vendors. If grant
applications have special conditions, a copy of such must be given to the
Administrative Services and Finance Departments for assistance in compliance
monitoring. If grant guidelines require grantees to abide by different procurement
procedures other than those adopted by the City, the grantee should resolve the
situation with the Finance Department prior to submitting the application. As a rule, the
federal and state regulations prevail unless less restrictive than City policies-where
City policy prevails.

Classification of Grant Revenue

All federal, state, and local grant revenue should be receipted as revenue as opposed to
expenditure refunds in order to remain in compliance with approved grant policies and GAAP
revenue recognitions requirements. Budgets of expenditures for revenues received are obtained
through the City of Beaumont Financial Management Policy and as previously described in above
paragraphs.

Year-end Procedures

12.1 Indicate clearly on the June and July invoices which fiscal year (prior or current) they are
to be posted. Only goods and services received prior to July 1st can be posted back to
the prior year. Receipts received in July and August for prior year expenditures should
be reconciled promptly.

12.2 Ensure all funds are expended or encumbered prior to the end of the grant period so that
funds will be used adequately and not lost in future award periods.

Grant Closeout

13.1 A grant is considered completed when all work funded by the grant is completed or the
grant’s period of performance ends. If work cannot be completed within the specified
period of performance, the program manager is responsible for ensuring that a
continuation or no-cost extension is requested in a timely manner. All continuation or
no-cost extension requests should be submitted to the Administrative Services
Department for review and approval prior to submitting the request to the grantor.
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13.2 Each grant has specific closeout procedures to which the City must adhere to. The
closeout documentation and the due dates for submission of required final reports and
final payment request are stated in the terms and conditions of the award. The program
manager must see to it that all the required work for the grant is completed, no further
expenditures are incurred after the grant’s period of performance and all invoices are
paid and posted to the accounting software before finalizing the final financial report and
the final payment request.

13.3 To ensure accuracy of the final financial report and final payment request, the program
manager must obtain a final grant recap from the Finance Department and an account
summary report covering the grant’'s period of performance. These reports must be
reviewed and reconciled. Once the final financial report and final payment request have
been prepared, it will be submitted to the department head or appropriate City
management personnel for review to ensure they are mathematically accurate and
supporting documentation agrees to the final financial report/final payment request. The
department head or City management personnel will send the program manager an
email indicating review and approval of the prepared final financial report/final payment
request.

13.4 The program manager is responsible for complying with the due dates specified in the
award terms and conditions.

Detailed Federal Grant Procurement Policy

14.1 Purpose

The City of Beaumont is a potential recipient of Federal Grant Funds and as such, is required to
confirm with Federal laws and standards identified in 2 CFR 200.318-326. Therefore,
procurements in which federal funds are contemplated or used must be conducted in accordance
with federal procurement requirements. This policy explains the City Procurement Policy with
respect to federally funded procurements by providing a cross-reference between federal
procurement regulations, explains the applicable City procurement policy and how it conforms to
federal requirements. CFR Reference: 2CFR 200.318(a)

14.2 Procedures

City staff shall consult this policy when dealing with any procurements in which federal funds are
contemplated or used. This document will be updated as needed to reflect changes in federal
regulations. All procurements in which federal funds are contemplated or used must be conducted
in accordance with federal procurement requirements. This policy explains the applicable City
procurement policy and how it conforms to federal requirements. Note, certain grants will have
additional procurement requirements, i.e., Buy America. In those instances, all procurement
requirements identified in the circular shall also apply.

14.3 Policy

General Government Standards
CFR Reference: 2CFR 200.318
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14.3.1 Goal

All purchasing functions are to be conducted with the highest ethical standard. Department
directors, division managers and employees must remain constantly aware of their responsibilities
when spending public funds. The Finance Department will provide a purchasing process that
implements and maintains the requirements of the City Municipal Code Chapter 3.0 and provide
a centralized purchasing system to:

A. Establish a purchasing program providing for competitive bidding in the open market and
obtaining the greatest possible advantage to the City.

B. Provide a cost-effective purchasing process utilizing high ethical standards.

C. Obtain the appropriate quality of materials and services at the lowest ultimate cost and in
a timely manner.

D. Provide a system to purchase, using effective fiscal controls that ensure adherence to
budget, expenditures, and encumbrances. Obtain appropriate levels of approval as
established herein.

E. Award purchases to the lowest responsive and most responsible vendors meeting
specifications and city requirements.

F. Promote and maintain good relationships with vendors. City staff shall deal in a
professional manner and promote equal opportunity, fairness, and courtesy in all vendor
relations.

14.3.2 Staff Responsibilities

It is the responsibility of all City of Beaumont staff assigned to purchase materials, equipment,
supplies and services for all City functions to follow the established Procurement Process. These
purchasing activities shall be conducted in the most economical and efficient manner.

14.3.3 Responsibilities of the Finance Department

Pursuant to the City Municipal Code the Finance Director is responsible for the administration of
purchases for all City departments. The City Municipal Code provides for the delegation of some
or all the purchasing responsibilities to the department director and to his/her designee. With the
promulgation of this provision, department directors are responsible for ensuring their department
purchases are made in accordance with the Purchasing Guidelines and the approved Annual
budget. The Finance Director is responsible for oversight of the various departments and to
ensure adherence to the rules and regulations of the City Municipal Code Chapter 3. The Finance
Director will assist department directors/designees to comply with the requirements of the
purchasing guidelines.

The Department director may delegate the authority of procurement to staff member(s) within

his/her department and division. The designated staff carries the full responsibility for the
purchasing processes designated to them.
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14.3.4 Code of Ethics

A. Regard public service as a sacred trust, giving primary consideration to the interests of
the City.

B. Purchase the best value obtainable, securing the maximum benefit for each tax dollar
expended.

C. Allow for full and open competition and not participate in uniform bidding.

D. Know and respect their obligations to the public, private sector and using agencies.

E. Accord vendor representatives’ courteous treatment remembering that they are important
sources of information and assistance in purchasing decisions.

F. Avoid all appearances of unethical or compromising acts during interaction with vendors.

G. Ensure that all vendors have the opportunity to participate in the bidding procedure.

H. Strive constantly for greater knowledge of purchasing methods and of the goods and
services to be procured.

I.  Conduct one-self with fairness and dignity, and demand honesty in buying and selling.

J. Remember that their conduct reflects on the City.

14.3.5 Conflict of Interest

No officer or employee of the City having any supervisory authority to purchase any specific
goods, services or construction for the City shall be engaged in the selection, award, and
administration of contracts. No employee, officer, or agent may participate in the selection, award,
or administration of a contract supported by a Federal award if he or she has a real or apparent
conflict of interest. Such a conflict of interest would arise when the employee, officer, or agent,
any member of his or her immediate family, his or her partner, or an organization which employs
or is about to employ any of the parties indicated herein, has a financial or other interest in or a
tangible personal benefit from a firm considered for a contract.

14.3.6 Gratuities

The Finance Director and all other officers and employees of the City are prohibited from
accepting directly or indirectly from any person to whom any purchase order or contract is, or
might be, awarded, any rebate, kickback, gift, money, or other unlawful consideration. The offer
of such gratuity to an official or employee by any supplier or contractor shall be cause for declaring
such individual to be an irresponsible bidder and for preventing such supplier or contractor from
bidding. The City may elect to audit any supplier or contractor documents as it pertains to this
section.
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14.3.7 Pre-Solicitation

A. The Finance Director and all other officers and employees of the City procuring with
federal funds must avoid acquisition of unnecessary or duplicative items. Consideration
should be given to consolidating or breaking out procurements to obtain a more
economical purchase. Where appropriate, an analysis will be made of lease versus
purchase alternatives, and any other appropriate analysis to determine the most
economical purchase. CFR Reference: 2CFR 200.318(d)

B. Where advantageous for the City, when competitively bid and awarded and to foster
greater economy and efficiency, and in accordance with efforts to promote cost-effective
use of shared services across the Federal Government, the City is encouraging staff to
enter into state and local intergovernmental agreements or inter-entity agreements where
appropriate for procurement or use of common or shared goods and services. CFR
Reference: 2CFR 200.318(e)

C. The City is encouraged to use value engineering clauses in contracts for construction
projects of sufficient size to offer reasonable opportunities for cost reductions. Value
engineering is a systematic and creative analysis of each contract item or task to ensure
that its essential function is provided at the overall lower cost.

CFR Reference: 2CFR 200.318(9g)

14.3.8 Post-Solicitation

A. The City must award contracts only to responsible contractors possessing the ability to
perform successfully under the terms and conditions of a proposed procurement.
Consideration will be given to such matters as contractor integrity, compliance with public
policy, record of past performance, and financial and technical resources. See also
§200.213 Suspension and debarment. CFR Reference: 2CFR 200.318(h)

B. The City must maintain records sufficient to detail the history of procurement. These
records will include but are not necessarily limited to the following: rationale for the
method of procurement, selection of contract type, contractor selection or rejection, and
the basis for the contract price. CFR Reference: 2CFR 200.318(i)

C. The City may use a time and materials type contract only after a determination that no
other contract is suitable and if the contract includes a ceiling price that the contractor
exceeds at its own risk. Time and materials type contract means a contract whose cost
to a non-federal entity is the sum of:

(i)  The actual cost of materials; and

(i)  Direct labor hours charged at fixed hourly rates that reflect wages, general and
administrative expenses, and profit.

In addition, since time-and-material type contract generates an open-ended contract price, a time-
and- materials contract provides no positive profit incentive to the contractor for cost control or
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labor efficiency. Therefore, each contract must set a ceiling price that the contractor exceeds at
its own risk. Further, City staff must assert a high degree of oversight in order to obtain reasonable
assurance that the contractor is using efficient methods and effective cost controls CFR
Reference: 2CFR 200.318(j)

D.

The City alone must be responsible, in accordance with good administrative practice and
sound business judgment, for the settlement of all contractual and administrative issues
arising out of procurements. These issues include, but are not limited to, source
evaluation, protests, disputes, and claims. These standards do not relieve the City of any
contractual responsibilities under its contracts. The federal awarding agency will not
substitute its judgment for that of City staff unless the matter is primarily a federal concern.
Violations of law will be referred to the local, state, or Federal authority having proper
jurisdiction. CFR Reference: 2CFR 200.318(k)

14.4 Competition
CFR Reference: 2CFR 200.319

14.4.1 All procurement transactions must be conducted in a manner providing full and open

competition consistent with the standards of this section. To ensure objective contractor
performance and eliminate unfair competitive advantage, contractors that develop or
draft specifications, requirements, statements of work, or invitations for bids or requests
for proposals must be excluded from competing for such procurements. Some of the
situations considered to be restrictive of competition include but are not limited to:

Placing unreasonable requirements on firms for them to qualify to do business.
Requiring unnecessary experience and excessive bonding.

Noncompetitive pricing practices between firms or between affiliated companies.
Noncompetitive contracts to consultants that are on retainer contracts.

Organizational conflicts of interest.

Tmo o Wy

Specifying only a “brand name” product instead of allowing “an equal” product to be
offered and describing the performance or other relevant requirements of the
procurement; and

G. Any arbitrary action in the procurement process.

14.4.2 City staff must conduct procurements in a manner that prohibits the use of statutorily or

administratively imposed state, local, or tribal geographical preferences in the evaluation
of bids or proposals, except in those cases where applicable federal statutes expressly
mandate or encourage geographic preference. Nothing in this section preempts state
licensing laws. When contracting for architectural and engineering (A/E) services,
geographic location may be a selection criterion provided its application leaves an
appropriate number of qualified firms, given the nature and size of the project, to
compete for the contract.

14.4.3 City staff must have written procedures for procurement transactions. These procedures
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A

must ensure that all solicitations:

Incorporate a clear and accurate description of the technical requirements for the
material, product, or service to be procured. Such description must not, in competitive
procurements, contain features which unduly restrict competition. The description
may include a statement of the qualitative nature of the material, product, or service
to be procured and, when necessary, must set forth those minimum essential
characteristics and standards to which it must conform if it is to satisfy its intended
use. Detailed product specifications should be avoided if possible. When it is
impractical or uneconomical to make a clear and accurate description of the technical
requirements, a “brand name or equivalent” description may be used as a means to
define the performance or other salient requirements of procurement. The specific
features of the named brand which must be met by offers must be clearly stated; and

Identify all requirements which the offerors must fulfill and all other factors to be used
in evaluating bids or proposals.

14.4.4 City Staff working on each grant must ensure that all prequalified lists of persons, firms,

or products which are used in acquiring goods and services are current and include
enough qualified sources to ensure maximum open and free competition. Also, staff
must not preclude potential bidders from qualifying during the solicitation period.

14.5 Methods of Procurement to be Followed.

CFR Reference: 2CFR 200.320

City staff must use one of the following methods of procurement:

A.

Micro-purchases procedures. Procurement by micro-purchase is the acquisition of
supplies or services, the aggregate dollar amount of which does not exceed $3,000
(as currently defined in CFR Reference: 2 CFD 200.67 or $2,000 in the case of
acquisitions for construction subject to the Davis-Bacon Act). Procurement by micro-
purchase is the acquisition of supplies or services, the aggregate dollar amount of
which does not exceed the micro-purchase threshold to the extent practicable, City
staff must distribute micro-purchases equitably among qualified suppliers. Micro-
purchases may be awarded without soliciting competitive quotations if City staff
considers the price to be reasonable.

Small purchase procedures. Small purchase procedures are those relatively simple
and informal procurement methods for securing services, supplies, or other property
that do not cost more than the Simplified Acquisition Threshold of $150,000 (as
currently defined in CFR Reference: 2 CFD 200.88). If small purchase procedures
are used, price or rate quotations must be obtained from an adequate number of
qualified sources.

Sealed bids (formal procurement) procedure. is the acquisition of supplies or
services, the aggregate dollar amount of which exceed $150,000 Bids are publicly
solicited and a firm fixed price contract (lump sum or unit price) is awarded to the
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responsible bidder whose bid, conforming with all the material terms and conditions
of the invitation for bids, is the lowest in price. The sealed bid method is the preferred
method for procuring construction if the conditions in paragraph (c)(1) of this section

apply.

1. In order for sealed bidding to be feasible, the following conditions should be
present:

(a). A complete, adequate, and realistic specification or purchase description is

available.

(b). Two or more responsible bidders are willing and able to compete effectively

for the business; and

(c). The procurement lends itself to a firm fixed price contract and the selection of

(a)

(e)

the successful bidder can be made principally on the basis of price.

If sealed bids are used, the following requirements apply:

Bids must be solicited from an adequate number of known suppliers, providing
them with sufficient response time prior to the date set for opening the bids,
for local and tribal governments, the invitation for bids must be publicly
advertised.

The invitation for bids, which will include any specifications and pertinent
attachments, must define the items or services for the bidder to properly
respond.

All bids will be opened at the time and place prescribed in the invitation for
bids, and for local and tribal governments, the bids must be opened publicly.

A firm fixed price contract award will be made in writing to the lowest
responsive and responsible bidder. Where specified in bidding documents,
factors such as discounts, transportation cost, and life cycle costs must be
considered in determining which bid is lowest. Payment discounts will only be
used to determine the low bid when prior experience indicates that such
discounts are usually taken advantage of

and

Any or all bids may be rejected if there is a sound documented reason.

D. Procurement by competitive proposals (RFP)

The technique of competitive proposals is normally conducted with more than one source
submitting an offer, and either a fixed price or cost-reimbursement type contract is
awarded. It is generally used when conditions are not appropriate for the use of sealed
bids. If this method is used, the following requirements apply:

1. Requests for proposals must be publicized and identify all evaluation factors and
their relative importance. Any response to publicized requests for proposals must
be considered to the maximum extent practical.
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Proposals must be solicited from an adequate number of qualified sources.

City staff must have a written method for conducting technical evaluations of the
proposals received and for selecting recipients.

Contracts must be awarded to the responsible firm whose proposal is most
advantageous to the program, with price and other factors considered; and

City staff may use competitive proposal procedures for qualifications-based
procurement of architectural/engineering (A/E) professional services whereby
competitors' qualifications are evaluated, and the most qualified competitor is
selected, subject to negotiation of fair and reasonable compensation. The
method, where price is not used as a selection factor, can only be used in
procurement of A/E professional services. It cannot be used to purchase other
types of services though A/E firms are a potential source to perform the proposed
effort.

E. [Reserved by Code of Federal Regulations]

F. Procurement by noncompetitive proposals (Sole/Single Source).

Procurement by noncompetitive proposals is procurement through solicitation of a
proposal from only one source and may be used only when one or more of the following
circumstances apply:

1.

2.

The item is available only from a single source.

The public exigency or emergency for the requirement will not permit a delay
resulting from competitive solicitation.

The Federal awarding agency or pass-through entity expressly authorizes
noncompetitive proposals in response to a written request from City staff; or

After solicitation of several sources, competition is determined inadequate.

14.6 Contracting with Small and Minority Businesses, Women's Business Enterprises, and Labor
Surplus Area Firms
CFR Reference: 2CFR 200.321

A. City staff must take all necessary affirmative steps to assure that minority businesses,
women's business enterprises, and labor surplus area firms are used when possible.

B. Affirmative steps must include:

1.

Placing qualified small and minority businesses and women's business
enterprises on solicitation lists.
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2. Assuring that small and minority businesses, and women's business enterprises
are solicited whenever they are potential sources.

3. Dividing total requirements, when economically feasible, into smaller tasks or
quantities to permit maximum participation by small and minority businesses, and
women's business enterprises.

4. Establishing delivery schedules, where the requirement permits, which encourage
participation by small and minority businesses, and women's business
enterprises.

5. Using the services and assistance, as appropriate, of such organizations as the
Small Business Administration and the Minority Business Development Agency
of the Department of Commerce; and

6. Requiring the prime contractor, if subcontracts are to be let, to take the affirmative
steps listed in paragraphs (1) through (5) of this section.

14.7 Procurement of Recovered Materials
CFR Reference: 2CFR 200.322

Contracts must contain a clause stating contractors must comply with section 6002 of the

Solid Waste Disposal Act, as amended by the Resource Conservation and Recovery Act. The
requirements of Section 6002 include procuring only items designated in guidelines of the
Environmental Protection Agency (EPA) at 40 CFR part 247 that contain the highest percentage
of recovered materials practicable, consistent with maintaining a satisfactory level of competition,
where the purchase price of the item exceeds $10,000 or the value of the quantity acquired during
the preceding fiscal year exceeded $10,000; procuring solid waste management services in a
manner that maximizes energy and resource recovery; and establishing an affirmative
procurement program for procurement of recovered materials identified in the EPA guidelines.

14.8 Contract Cost and Price
CFR Reference; 2CFR 200.323

14.8.1  City staff must perform a cost or price analysis in connection with every
procurement action in excess of the Simplified Acquisition Threshold ($150,000)
including contract modifications. The method and degree of analysis is
dependent on the facts surrounding the procurement situation, but as a starting
point, City staff must make independent estimates before receiving bids or
proposals.

14.8.2 City staff must negotiate profit as a separate element of the price for each contract
in which there is no price competition and, in all cases, where cost analysis is
performed. To establish a fair and reasonable profit, consideration must be
given to the complexity of the work to be performed, the risk borne by the
contractor, the contractor's investment, the amount of subcontracting, the
quality of its record of past performance, and industry profit rates in the
surrounding geographical area for similar work.
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14.8.3 Costs or prices based on estimated costs for contracts under the federal award
are allowable only to the extent that costs incurred, or cost estimates included
in negotiated prices would be allowable for City staff under Subpart E—Cost
Principles of this part. City staff may reference its own cost principles that
comply with the federal cost principles.

14.8.4 The cost plus a percentage of cost and percentage of construction cost methods
of contracting must not be used.

14.9 Federal Awarding Agency or Pass-Through Entity Review
CFR Reference: 2CFR 200.324

14.9.1 City staff must make available, upon request of the federal awarding agency or pass
through entity, technical specifications on proposed procurements where the federal
awarding agency or pass-through entity believes such review is needed to ensure that the
item or service specified is the one being proposed for acquisition. This review generally
will take place prior to the time the specification is incorporated into a solicitation
document. However, if City staff desires to have the review accomplished after a
solicitation has been developed, the federal awarding agency or pass through entity may
still review the specifications, with such review usually limited to the technical aspects of
the proposed purchase.

14.9.2 City staff must make available upon request, for the federal awarding agency or
passthrough entity pre-procurement review, procurement documents, such as requests
for proposals or invitations for bids, or independent cost estimates, when:

A. City staff's procurement procedures or operation fails to comply with the procurement
standards in this part.

B. The procurement is expected to exceed the Simplified Acquisition Threshold and is
to be awarded without competition or if only one bid or offer is received in response
to a solicitation.

C. The procurement, which is expected to exceed the Simplified Acquisition
Threshold specifies a “brand name” product.

D. The proposed contract is more than the Simplified Acquisition Threshold and is to be
awarded to other than the apparent low bidder under a sealed bid procurement; or

E. A proposed contract modification changes the scope of a contract or increases the

contract amount by more than the Simplified Acquisition Threshold.

14.9.3 City staff is exempt from the pre-procurement review in paragraph (b) of this section if
the federal awarding agency or pass-through entity determines that its procurement
systems comply with the standards of this part:
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City staff may request that its procurement system be reviewed by the federal
awarding agency or pass-through entity to determine whether its system meets
these standards in order for its system to be certified. Generally, these reviews must
occur where there is continuous high-dollar funding, and third-party contracts are
awarded on a regular basis.

City staff may self-certify its procurement system. Such self-certification must not
limit the federal awarding agency's right to survey the system. Under a self-
certification procedure, the federal awarding agency may rely on written assurances
from City staff that it is complying with these standards. City staff must cite specific
policies, procedures, regulations, or standards as being in compliance with these
requirements and have its system available for review.

14.10 Bonding Requirements
CFR Reference: 2CFR 200.325

For construction or facility improvement contracts or subcontracts exceeding the Simplified
Acquisition Threshold ($150,000 as currently defined in CFR Reference: 2 CFD 200.88), the
federal awarding agency or pass-through entity may accept the bonding policy and requirements
of City staff provided that the federal awarding agency or pass-through entity has made a
determination that the federal interest is adequately protected. If such a determination has not
been made, the minimum requirements must be as follows:

A.

A bid guarantee from each bidder equivalent to five percent of the bid price. The “bid
guarantee” must consist of a firm commitment such as a bid bond, certified check, or
other negotiable instrument accompanying a bid as assurance that the bidder will,
upon acceptance of the bid, execute such contractual documents as may be required
within the time specified. (To be submitted with the bidding documents)

A performance bond on the part of the contractor for 100 percent of the contract price.
A “performance bond” is one executed in connection with a contract to secure
fulfillment of all the contractor's obligations under such contract.

(To be submitted at time of contract award)

A payment bond on the part of the contractor for 100 percent of the contract price. A
“payment bond” is one executed in connection with a contract to assure payment as
required by law of all persons supplying labor and material in the execution of the
work provided for in the contract.

(To be submitted at time of contract award)

14.11 Contract Provisions

CFR Reference: 2CFR 200.326

City staff's contracts must contain the applicable provisions described in Appendix Il to
Part 200— Contract Provisions for non-Federal Entity Contracts under Federal Awards.
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City Manager Exemption

The City Manager may exempt any grants from this policy at his/her sole discretion.
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Appendix A
GRANT PROCESSING REQUEST FORM

Department of Administrative Services

DATE :

DEPARTMENT:

GRANT PROGRAM:

GRANTING ENTITY:

ENTITY CONTACT:

ENTITY PHONE NO:

IF FEDERAL GRANT... CFDA #

EXAMPLE OF NUMBER
Dept: Department of Education
(Entity No.) 84.XXX (Grant Program No.)

PROGRAM TITLE:

FUNDING REQUEST:

FEDERAL STATE

LOCAL
MATCH

OTHER TOTAL

REQUEST

IF LOCAL MATCH IS REQUIRED, ARE FUNDS AVAILABLE IN DEPARTMENT BUDGET? Y/N

ACCOUNT TO WHICH THE MATCH WILL BE CODED:

INDIRECT COSTS? Y/N

AMOUNT

REIMBURSEMENT GRANT? Y/N

FINANCIAL & PROGRESS REPORTS

PREPARED BY:

REQUEST FOR FUNDS SUBMITTED BY:

Department Finance Department Finance
PROJECT DIRECTOR:

PHONE: EMAIL:

DEPT. DIRECTOR OR THEIR SIGNATURE: DATE:
DESIGNEE APPROVING

SUBMISSON:

REVIEWED & APPROVED BY SIGNATURE: DATE:
FINANCE:
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REVIEWED & APPROVED BY CITY
ADMINISTRATION:

SIGNATURE:

DATE:
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Appendix B
TECHNOLOGY SERVICE REQUEST FORM

Department of Administrative Services

DATE :

DEPARTMENT:

GRANT
PROGRAM:

PROGRAM
TITLE:

AMOUNT OF GRANT ($): ONGOING IT COSTS? Y/N ($) /YR

WILL PROFESSIONAL IT SERVICES BE NEEDED FOR INSTALLATION OR MAINTENANCE?
Yes / No ? If Yes, please describe.

ARE PROFESSIONAL SERVICES OR MAINTENANCE COVERED BY GRANT?
Yes / No ? If Yes, please describe.

LIST ALL EQUIPMENT AND/OR SOFTWARE TO BE ACQUIRED THROUGH THE GRANT?
(Include Lifecycle for each item listed. See attachment A)

Item Lifecycle

PROJECT MANAGER:

PHONE: EMAIL:

REVIEWED & APPROVED BY INFORMATION | SIGNATURE: DATE:
TECHNOLOGY:
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REVIEWED & APPROVED BY
ADMINISTRATION:

CITY

SIGNATURE: DATE:

ATTACHMENT A

Device
Personal Computers

Replacement Period
4-5 years depending upon function and Warranty

Cell Phones 2-3 years
Tablets and iPads 3-5 years
Copiers/Printers 5-7 years
Servers 5 years
Networking Infrastructure 5-7 years
AV Equipment 5-7 Years
Peripherals As needed
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PETTY CASH POLICY

Purpose
The purpose of this policy is to provide users with detailed procedures regarding the establishment and

administration of a city-wide petty cash fund. Petty cash disbursements should only be used for small

incidental expenditures and not as a method to bypass the City's Accounts Payable and Purchasing

System. The petty cash fund is established to enable departments to make small, emergency purchases

where a purchase order is not cost effective or a purchasing card cannot be used.

One petty cash account has been established which is maintained at City Hall by the Director of

Administrative Services with authoritative oversight of the fund.

Restrictions
The petty cash fund should not be used to:

Purchase goods currently covered by the City's negotiated contracts.

Pay personal services (i.e. typing, photography, entertainers, caterers, etc.) that would be

considered either wages or independent contractor payments. All payments for personal

services must be paid through either the payroll system as wages, or accounts payable system.

Pay travel expenditures (such as hotel, mileage, registration fees, etc.), except for local travel

where amounts do not exceed $50.
Reimburse expenditures greater than $50.

Serve as a check-cashing fund.

Maintaining the Fund

ESTABLISHED MAXIMUM CASH BALANCE: $500.00

In order to expend petty cash, a reimbursement form is completed by the individual requesting

funds. The form includes the date, name, amount, purpose and general ledger account nhumber

and is to have the applicable receipts attached.

The form is reviewed by the Director of Administrative Services who then logs the transaction

on the petty cash summary report.

The line item on the report is initialed by the Director of Administrative Services and the

individual receiving the funds.
Annually on June 30th the cash is to be counted and reconciled with the net petty cash summary

report balance to ensure that the funds are being properly tracked and reported.

The count is to be performed by two individuals and a subtotal is to be documented on the

petty cash summary report and initialed by both individuals.

Reimbursement of the Fund

The Director of Administrative Services determines that the petty cash fund needs to be

replenished.
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e The petty cash is counted and reconciled to the petty cash summary report.

e The petty cash summary report is reconciled to all reimbursement/receipt documents in the
petty cash box, and a journal entry is prepared, debiting all applicable general ledger accounts

from the reimbursement forms and crediting the general bank account.

e The replenishment is physically made using a change request from the bank using the Wells
Fargo change order process. The withdrawal of change when Wells Fargo processes the request
will be reflected in the operation checking account.

e Upon receipt of the funds from the armored transport service, two individuals will count the
money to agree it to the request form, and then place the funds into the petty cash box in the
safe.

e The paperwork will be scanned into the Tyler Incode 10 general ledger software as support of
the cash bank draft entry, and then filed as applicable.

Note: the petty cash balance will never be an exact $500.00 due to change order bundle amounts, but
should not be more then S5 off of original balance

Exceptions

e Insome limited circumstances, funds are given to an individual as an “advance”.

e The reimbursement form is completed with the amount of the advance, and no receipts, but
otherwise following the process above.

e After the purchase, the individual is required to return any change and the applicable receipt(s)
to the Director of Administrative Services in order to substantiate the funds spent, and to record

the return of funds to the petty cash balance.

e The reimbursement form originally submitted is notated with the actual spent and the funds
returned, as is the petty cash summary report.

e Theline item of adjustment is initialed by the Director of Administrative Services and the
individual returning the funds.

Petty Cash Gift Cards/Certificates

e When a gift card or certificate is gifted to the city, it shall be placed in the petty cash fund

e The City cannot spend these but may raffle them off

e When a gift card is raffled off, they shall be recorded on the petty cash summary report and all
receipts are also included as necessary.

e Annually on June 30th the gift cards/certificates shall be reconciled with the petty cash
summary report.

Confidential Funds
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(Drug Buy Money, Investigative Funds)
Policy

Confidential funds are those funds allocated to the following three types of law enforcement
undercover operations:

1. Confidential investigative expenses are for the purchase of services and would include travel
or transportation of an undercover officer or an informant. Meals, beverages, entertainment, and
similar expenses for undercover purposes, within reasonable limits, would be included.

2. Confidential funds for the purchase of evidence would include the purchase of evidence and/or
contraband such as drugs, firearms, stolen property, etc., required to determine the existence of
a crime or to establish the identity of a participant in a crime.

3. Confidential funds for the purchase of specific information from informants.

4. Confidential expenditures are subject to appropriation by the municipality's governing body.
The governing body must ensure that the controls over disbursements are adequate to safeguard
against misuse of such funds. When the funds are replenished, legislative approval should be
based on a finding that the expenditures were necessary and reasonable for proper and efficient
administration of the program under which they were used.

5. The funds authorized should be established in an Imprest fund. Imprest, Petty Cash and Other
Revolving Funds prescribe the minimum requirements for the establishment and operation of an
Imprest fund. In addition to all those requirements the following apply:

1. The supervisor of the unit to which the Imprest fund is assigned must authorize all
advances of moneys to agents or officers for the purchase of information. Such
authorization must specify the information to be received, the amount of expenditures, and
assumed name of informer.

2. The investigation unit must maintain confidential files of the true names, assumed
names, and signature of all informers to whom payments have been made. To the extent
practicable pictures and/or fingerprints of the informer payee should also be maintained.

3. The custodian should receive from the agency or officer authorized to make a
confidential payment, a receipt for cash advanced to him/her for such purposes.

4. The agent or officer should receive from the informer a receipt of the following nature:

5. The signed receipt from the informer payee with a memorandum detailing the
information received must be forwarded to the agent or officer in charge. The agency or
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officer in charge must compare the signature on the receipt with the confidential file of
assumed name signatures. He/she must also evaluate the information received in relation
to the expense incurred and add his/her evaluation remarks to the report of the agent or
officer who made the expenditure. A

certification of payment to the custodian should serve as support for the expenditure from
the Imprest fund. The certification should be witnessed by the agent or officer in charge
on the basis of the report and informer payee's receipt.

6. Each agent or officer in charge must prepare a quarterly report showing status and
reconciliation of the Imprest fund and itemizing each payment, name used by informer
payee, information received and use to which information was put. This report must be
made part of the files and reviewed quarterly by the head of the municipality's law
enforcement agency and audited by the City’s Finance Department.

Unclaimed Money Policy

Purpose
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To establish the proper disposition and accounting for unclaimed money. Government Code
Sections 50050 through 50057 provide the authority for this policy.

Policy

1.

Funds which are not the property of the City of Beaumont that remain unclaimed for a
period of more than three (3) years will become the property of the City of Beaumont, if
not claimed or if no verified complaint is filed and served, on or before the specific date
stated in the public notice that is published in a newspaper of general circulation.

Any individual funds that are less than $15.00 or any funds regardless of amount for which
the depositor's name is not known shall be transferred to the General Fund of the City
after one year and without the need to publish notice.

Procedures

1.

Unclaimed funds over three years old and over $15.00 will be identified on an annual
basis.

For funds that have been unclaimed for at least a three-year period, a notice will be
published once a week for two consecutive weeks in a newspaper of general circulation.
The notice shall state the amount of money, the fund in which the money is held, and that
the money will become the property of the City of Beaumont on a specific date (not less
than 45 nor more than 60 days after the first publication). (Section 50051)

Upon or prior to publication, a party of interest may file a claim for the funds with the
Director-of-Finance Director. The claim (see attached) must contain the claimant’s name,
address, telephone number, amount, tax identification number and grounds for the claim,
and must become the property of the City of Beaumont. The Birestor-of-Finance Director
can require additional information to help substantiate the claim and to establish the
authority of the claimant to receive the funds. (Section 50052)

Notwithstanding Section 50052, the Director—of-Finance_Director may release the
unclaimed funds to the depositor, their heir, beneficiary, or duly appointed representative
if claimed prior to the date the funds become the property of the City of Beaumont and
satisfactory proof has been submitted. (Section 50025.5)

When the unclaimed funds become the property of the City of Beaumont, 45 days and no
more than 60 days after a published public notice, and are in a special fund, the City
Council may transfer them to the General Fund. (Section 50053)

Glossary

Unclaimed Monies may include but are not limited to stale dated checks, bond coupons, trust
funds, deposits held for various purposes by City departments, and overpayments for City
services.
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Attachments
1. Unclaimed money—Instruction Sheet
2. Unclaimed money—Claim Form

3. Unclaimed money—Sample Notice

Attachment 1
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UNCLAIMED MONEY INSTRUCTION SHEET

Using this instruction sheet, determine and provide the appropriate documents in order to process
your claim, and return them with your completed Unclaimed Money form.

All claimants must review SECTION A for required documentation. If you are an HEIR or BENEFICIARY of the
deceased owner, refer to SECTIONS A & B.
SECTION A: CLAIMANT IDENTIFIATION
1. Copy of a photo identification (e.g., driver’s license, state identification card, passport, etc.) for
each claimant;
2. Copy of each claimant’s Social Security card or any other document showing the claimant’s Social
Security number (e.g., federal or state income tax return or pay stub, etc.), if applicable;
3. Original check, deposit, or instrument identified in the “Unclaimed money publication”;
4. Document (e.g., correspondence, statement, etc.) associating you or the owner with the business
or names in the unclaimed money publication.
NOTE: IF ITEM 3 OR 4 IS NOT AVAILABLE, YOUR CLAIM MAY BE DENIED.

SECTION B: DECEASED OWNER
If you are an HEIR of the deceased owner named on the account, you are required to submit ALL items
under SECTION A, the death certificate of the deceased owner, PLUS one of the following documents:
5. Copy of Currently Certified Letters, dated within the past six months, appointing the Executor or
Administrator of the descendant’s estate, and the Estate Tax Identification Number; or
6. Complete copy of the court Ordered Distribution of the Descendant’s Estate; or
7. If the distribution of the estate was not ordered by a court, a complete copy of the descendant’s
Will and/or Trust Agreement; and a completed Declaration Under Probate code Section 13101
FORM; or
8. If no Will or Trust Agreement exists, a completed Declaration Under Probate Code Section 13101
form and a Table of Heirship form. You may obtain these documents at the State Controller’s web
site at http://www.sco.ca.gov/col/ucp/forms/index/shtml.
If you are providing the death certificate and items 5, 6, or 8 proceed to SECTION C.
SECTION C: SIGNED CLAIM FORM/AFFIRMATION
9. If the “amount” (listed on the front page of this Claim Form) is $500 or more, complete, sign and
NOTARIZE the affirmation.
10. If the “amount” is less than $500 complete and sign the Affirmation.
Confirm that all required documents are included and send the entire package to the address on the
Claim Form.
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Attachment 2

UNCLAIMED MONEY CLAIM FORM

Pursuant to California Government Code §50052, | wish to file a claim for previously unclaimed funds in

the amount of $ which were published in the

Newspaper on . The grounds on which | am filling this claim are:

AGENT OR INDIVIDUAL NAME TAXPAYER ID NO. OR SOCIAL SECURITY NO.
ADDRESS CITY, STATE, ZIP CODE

HOME TELEPHONE WORK TELEPHONE

| hereby certify that the above information is true and correct and is being submitted to the City of Beaumont to
substantiate my claim to monies paid to the City. | further certify that | have the authority and right to claim and
receive payment of these monies and hereby release the City of Beaumont, its directors, employees, representatives,
attorneys and agents from all liability and further obligation with respect to this claim.

PRINTED NAME OF CLAIMANT SIGNATURE DATE

Mail To: City of Beaumont
Attn: Finance Department
550 E 6t St
Beaumont, CA 92223

OFFICE USE ONLY
Approved ( ) Denied ( )

FINANCE DIRECTOR DATE

CITY MANAGER DATE
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Attachment 3

SAMPLE NOTICE

Notice is hereby given that the City of Beaumont is holding funds for the following persons or entities. If
said funds are not claimed by MM DD YYYY, these funds will become the property of the City of Beaumont
in accordance with California Government code Sections 50050 — 50056. These funds may be released to
the depositor, their heir, beneficiary, or duly appointed representative provided a claim form has been
completed with the necessary information.

The Unclaimed Money Claim Form is available at the City of Beaumont Finance Department, 550 E 6% St,
Beaumont, CA 92223, 951-572-3236 or on the City’s website at www.beaumontca.gov. Required claim
information includes name, address, phone number, tax identification number or social security number,
amount of claim and grounds on which claim is founded. Once a claim is submitted, the Director of Finance
will determine what, if any, additional information is necessary.

Persons/entities with funds on deposit for over three years:

AMOUNT SOURCE OF FUNDS
$345.78 General Fund
$127.52 General fund
$1,200.00 Developer Deposit
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Procurement Card Program Policy

PROGRAM INTRODUCTION

The objective of the City’s Procurement Card Program is to streamline the traditional paper and
labor-intensive procurement process for small-dollar purchases which include supplies,
subscriptions, memberships, training, and certain travel expenses. The Procurement Card (P-
Card) will eliminate the requisitions and purchase orders associated with small dollar purchases
and will require only one payment to the bank monthly instead of individual payments to many
vendors.

Currently, the City of Beaumont has chosen to piggy-pack off the State of California’s
contract for the U.S. Bank Purchasing Card “CAL-Card”.

The Procurement Card Program is a supplement to the City’s purchasing guidelines and not
intended to circumvent the City’s Purchasing and Travel policies, nor any existing statutes or
laws.

Issuance of the P-Card gives an employee the responsibility of a Purchasing Agent and the
management of the program is overseen by their Department Director. It is the responsibility of
the Procurement Card Program Coordinator (In Finance) to ensure that the employee has read
and understands the Procurement Card, Purchasing, and Travel Policies before issuing a P-
Card.

Intentional; misuse of the P-Card may result in the reimbursement of ineligible expenses,
disciplinary actions including termination, and/or notification to law enforcement agencies.

PROCESS

e Department Director submits a completed CAL-Card Request Form to the Finance
Director.

The Procurement Card Program Coordinator will set up training with the employee.

The P-card will be ordered upon completion of training.

The employee will sign a CAL-Card Agreement form and receive their P-card.

The new Cardholder will log onto https://www.access.usbank.com to set up their account
and activate their card.

e The Cardholder will attach itemized receipts, leave applicable notes, and code each

transaction.
e When purchasing food, you MUST identify the event/training and the names of Formatted: List Paragraph, Space Before: 0.4 pt, Line
attendees. This can be written on the receipt before scanning or typed into the notes for spacing: Exactly 13 pt, Don't allow hanging punctuation, |
- Don't adjust space between Latin and Asian text, Don't adjust
w space between Asian text and numbers

e Statement cycle closes on the 11 of the month, or the following business day.
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o After the statement cycle closes, Cardholders will verify and reconcile their purchases
then approve and forward to their designated Final Approver by the 23™ of the month.

e The Final Approver will verify that all transactions meet policy requirements, review
attachments and GL coding, and then make the final approval by the 30" of the month.

e Accounts Payable will make the US Bank payment before the close of the next cycle
date.

e Procurement Card Program Coordinator will perform random audits for each cardholder.

e OQutside auditors will perform audits on P-Card transactions.

e All cardholders will need to attend training when there are changes/updates to policy and
procedures.

e To cancel a card, give the card to the Procurement Card Program Coordinator for
deactivation and destruction.

e Upon termination of employment, the card shall be turned into HR/Payroll during the exit
process. HR/Payroll will turn it into the Procurement Card Program Coordinator for
deactivation and destruction.

CARD RESTRICTIONS

While the P-Card is intended for small dollar purchases, card restrictions had to be established to protect

public funds, follow city policies and procedures, and stay within state and federal statutes and laws. These

restrictions include:

e Alcoholic beverages

e  Ammunition and weapons.

e Automotive repairs, or maintenance (unless approved by Fleet Manager).

e Car washing (City will provide services via contracted service)

e Cash Advances

e Drugs and narcotics

e Gasoline or diesel fuel (All city vehicles are issued a Voyager card for fuel, and most departments
have spare cards). If you do not have a fuel card, you will need to pay out-of-pocket, keep your
receipt, and fill out a finance claim form for reimbursement.

o Gratuity exceeding 18% (If cardholder wishes to pay more, they need to pay out-of-pocket).

e Fixed asset purchases.

e Food during travel/training (City provides per diem at GSA rates).

o Gift cards.
e Insurance.
e Legal fees.

e Mobile payment services such as Venmo, PayPal, Zelle, Apple Pay etc.
e Rental of equipment requiring operators.

e Rental, lease, or purchase of Real Property.
L ]
[ ]

Services that are provided on city property.
Work performed on city property by outside contractors.

The procurement card is not intended to replace effective purchase planning. Please be mindful when
making purchases. Things to consider:

o Convenience fees. Does the fee benefit the city, or the cardholder? Example:
o Delivery services cost less than the employee’s hourly time (benefits city).
o Travel upgrades (benefits cardholder).
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e Using vendors with high credit card fees. If a merchant charges a high credit card fee, then your
best option is to set them up as a vendor instead of using your P-Card.

AREA OF RESPONSIBILITY

U.S. Bank

U.S. Bank - Government Services will:

e Issue Visa cards to the Procurement Card Program Coordinator for distribution.

¢ Make changes as requested by the Procurement Card Program Coordinator.

e Provide on-line access to statements within 24 hours after the end of a billing cycle
(11th of each month). Cardholders may register on-line at:
https://www.access.usbank.com click on Cardholder Registration and fill in the
required information. Call the Procurement Card Program Coordinator first for the
Company Access Code.

Finance Department

The Finance Department oversees the entire Procurement Card Program within the city including:

e The administration of all accounts.
e Reporting.

e Cardholder support.

e Auditing.

e Verifying the accuracy of the Cal-Card invoice and ensuring proper accounting.
e Processing payment to US Bank.

Procurement Card Program Coordinator

The Procurement Card Program Coordinator is the primary employee within the Finance
Department that oversees the Procurement Card Program. Their responsibilities include:

Provide training for all Cardholders and Approving Managers.
Request and obtain Procurement Cards.

Manage accounts on US Bank website.

Internal Cardholder support.

Audit transactions for policy compliance.

Freeze and deactivate P-card accounts.

Department Director

The Department Director will oversee the overall operations of the Procurement Card Program within
their department. Their responsibilities include:

e Determining which employees should have a P-Card.
e Setting monthly spending limits for Cardholders.
e Requesting increases and decreases to Cardholders spending limits.

e Delegating a Final Approver for Cardholders (must be at a management level).
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e Communicating with Final Approver on the status of the program and any outstanding issues.
e Collect cards from Cardholders in the event of cancellation.

Final Approver

The Final Approver is delegated by the Department Director to audit and approve Cardholder
transactions. This person must be in a position of management and possess thorough
knowledge of the Procurement Card, Purchasing, and Travel Policies and ensure they are being
followed. They also need to be familiar with the department’s budget to ensure the accuracy of
transaction coding. Their responsibilities include:

e Manage Cardholders to have all their transactions reconciled and approved by the 23"
of the month.

o Completely review all charges to ensure that purchases are authorized within the duties
of the Cardholder and proper supporting documentation is attached.

¢ Review supporting documentation to ensure that it is adequate to justify each purchase
and complies with policy.

e Verify that each transaction has the correct GL code or Project Account that suits its
purpose.

o Final approve Cardholder transactions by the 30" of the month.

e Communicate any issues with Department Director.

Cardholder

The Cardholder is given the responsibility of a Purchasing Agent by the Department Director.
The person whose name is on the P-Card is responsible for:

e Complete CAL-Card training with Procurement Card Program Coordinator before
issuance of the P-Card.

e Sign your card on the signature panel.

e Ensure the P-Card is secure from theft and misuse. Review Statement for unauthorized
charges against your account.

¢ Not allowing anyone else to use your P-Card.

e Must not be used for personal purchases.

e Notify U.S. Bank Customer Service of any billing discrepancies posted on your account
that cannot be resolved with the merchant.

e Compliance with City’s Procurement Card, Purchasing, and Travel policies and
procedures.

e Obtain an itemized receipt at the point of purchase and review it for accuracy.

e When purchasing food, you MUST identify the event/training and the names of
attendees. This can be written on the receipt before scanning or typed into the notes for
that transaction.

e Timely reconciliation of monthly transactions, approved and forwarded to Final Approver
by the 23rd of each month.

e Attend all P-Card training when there are changes/updates to policy and procedures.

PROCEDURES FOR THE CARDHOLDER
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Purchase Card Receipt and Activation

The potential Cardholder will complete training with the Procurement Card Program Coordinator. They
will read through the Cardholder packet and sign the Cardholder Agreement Form before receiving the

P-Card. By signing this agreement form, the cardholder is accepting responsibility for the security and
the appropriate use of the P-Card. The Cardholder should call the number shown on the card to activate
it, then set up online account to monitor transactions and statements at https://www.access.usbank.com.

Merchant Card Acceptance

Occasionally, a transaction may be declined at the merchant location. The merchant is not provided a
reason via electronic terminal display. When this happens, cardholder should consider the following:

e Has the merchant used the correct expiration date of the account?
e s the transaction amount within the single-transaction limit?
o Will the transaction amount exceed the 30-day purchase limit?

The cardholder may call the toll-free customer service number on the back of the card to determine the
monthly or single-transaction limit level to date or inquire about the declined transaction.

Cardholder Statement of Account

US Bank will provide on-line access to statements within 24 hours after the end of a billing cycle
(11th of each month or following business day). Cardholders can set up personal settings for alerts
through the US Bank website. Following the closed cycle, Cardholders will:

e Verify that all transaction charges are accurate. Call US Bank Customer Service for disputes or
clarifications.

o If'you find a personal charge was made in error, make a payment to Customer Service
Coordinator, and receive a payment receipt.

o Attach your payment receipt to the transaction in US Bank Access Online with a brief
description of the error, prior to manager approval.

o__The Approving Manager needs to approve this transaction once completed.

e Attach all itemized receipts with detailed descriptions of purchases for Final Approver.
Descriptions can be written on the receipt before scanned or typed into the notes.

o Identify event/training along with names of attendees on all food purchases.

e Assign a GL code or Project account number to each transaction. If you do not know, you can
make notes for your Final Approver to code it for you. Credits should be coded with the same
code as the original transaction that is being credited.

e Approve all transactions and forward to Final Approver by the 23" of the month.

Incorrectly charged or unacceptable charges

If an item is incorrectly charged or the item is unacceptable, cardholders should review their receipts for
the amount in question and try to resolve the problem with the merchant. If the merchant refuses to issue
a credit, cardholder should complete a CSQI form, attach any pertinent documentation and fax to US Bank
at 701-461-3464 or 866-851-7347. If a resolution can not be made with the merchant, then follow the
process to dispute the charge.
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Disputed Item

If an item has been returned and a credit for this item does not appear on the statement within the billing
cycle of the return, cardholder should complete a Cardholder Statement of Questioned Item (CSQI) form,
attach the documentation showing the item was returned, and fax to US Bank at 701-461-3464 or 866-
851-7347. This form is available online. The Cardholder will make a note on the receipt of the item that
is being disputed and include it with the monthly statement backup.

1t is the responsibility of the cardholder to track disputes until resolution.

Please note that the VISA Operating Regulations and the terms of the State of California Master Service
Agreement stipulate specific timeframes during which reversals of charges may be processed. CSQI
forms must be forwarded to US Bank within 60 days from the date of the statement on which the
transaction first appeared, to ensure compliance with these regulations and to preserve cardholder’s rights
to dispute the transaction.

Credits

Cardholders should review the cardholder Statement of Account for credits which correspond to
previously disputed transactions. Enter the appropriate GL. account number and then forward to the
Final Approver for approval.

Fraud/Lost or Stolen Cards

If the Cardholder suspects fraudulent activity on their account, the Cardholder must notify US Bank
at 800-344-5696 immediately. The Finance Department and the Cardholder’s approving manager
should also be notified. If a Cal-Card has been lost or stolen, the Cardholder must immediately notify the
bank and their Final Approver. The Final Approver should then notify the Department Director and the
Finance Department within 24 hours.

Controls

Several unique controls have been developed for this Procurement Card Program that does
not exist in a traditional credit card environment. These controls help ensure that the card is
being used for specific purchases and within specific dollar limits. Certification of all
purchases is required by each Cardholder with verification performed by the Cardholder’'s
Approver before payment is made.

The unigue CAL-Card (VISA card) received from U.S. Bank (the present Contractor) has
the cardholder's name embossed on it. The CAL-Card derives its name from the fact that
the City, and other public agencies have piggy-backed off the State of California’s contract
with U.S. Bank. The Cardholder is the only one authorized to use the card.

No other staff member, family member, supervisor, or anyone else may use this card. It has
been specially designed to avoid confusing it with the cardholder's personal credit cards. In
all other respects, this is considered a reqular VISA card and can be used at any merchant
that accepts Visa. HOWEVER, THIS PROCUREMENT CARD AT NO TIME IS TO BE
USED FOR PERSONAL PURCHASES.
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Due to the expected large volume of transactions and subsequent dollars spent, it is
extremely important that the control and use of credit cards be closely managed. The P-
Card purchases must be constantly monitored to ensure that credit cards are used
efficiently and that no abuse is allowed to occur.

The Procurement Card Program Coordinator will submit an on-line Procurement Card
Request for each cardholder and assign a maximum dollar amount for all purchases made
with the P-Card within a given billing period. The processing of the P-Card request will
occur once the employee has successfully completed the required P-card training. Each
Cardholder must sign a Cardholder Agreement Form in order to receive and utilize the P-
Card.

Intentional use of the credit card for other than Official Use Only will be considered
an attempt to commit fraud against the City of Beaumont. Proof of such fraud may
result in immediate cancellation of your credit card and disciplinary action taken against you
under applicable City administrative procedures up to and/or including termination. You (the
cardholder) will be personally liable to the City for the amount of any non-approved, and/or
ineligible purchases.

Definitions

Final Approver: The Approver at the department level is a critical checkpoint for internal control
purposes. The approver reviews the monthly bank statements to verify that all purchases are
necessary and for official City purposes only. The Approver must have a working knowledge of
various purchasing methods and be familiar with City’s Procurement Card, Purchasing, and
Travel policies and procedures. The Final Approver should work with the Finance or HR
Department if a questionable transaction has taken place and council the Cardholder. The
Approver may be responsible for any number of Cardholders.

CAL-Card: The official registered service mark name for the State of California’s Purchasing
Card Program through U.S. Bank.

Cardholder: An individual who is designated by a Department Head to be a procurement card
recipient and make official governmental purchases. The Cardholder is the employee whose
name is on the bankcard. The Cardholder is authorized to make purchases of commodities on
behalf of their agency/department and should be familiar with City procurement policies and
procedures. The Cardholder reconciles his/her monthly bank statement and forwards it to their
designated Final Approver.

Cardholder Statement: - A monthly Statement of Account is posted and accessible to the
Cardholder by U.S. Bank at the end of the monthly billing cycle (11" or following business day),
listing all transactions made during that cycle. https://www.access.usbank.com

30-DAY PURCHASE LIMIT: This limit determines the maximum dollar amount that will be
authorized for a Cardholder within a 30-day billing cycle. Note: This is based on cycle — not a
calendar month. The 30-day purchase limit is determined during the Cardholder account setup
and should be the amount that a Cardholder would be reasonably expected to spend during that

period.
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U.S. Bank: U.S. Bank is the contractor who maintains all CAL-Card accounts. U.S. Bank issues
cards and monthly Statements of Account to Cardholders. U.S. Bank pays merchants in a timely
manner and receives reimbursement from the City of Beaumont.

Procurement Card Program Coordinator: The Procurement Card Program Coordinator is part
of the Finance staff and is responsible for the coordination of card requests, either new or
modification to existing cards, freezing and destruction of cards. Procurement Card Program
Coordinator coordinates the establishment of reports, administrative training, and cardholder
support. They will perform audits to ensure policies and procedures are being followed.

GENERAL CAL-CARD INFORMATION

® The Cal-Card purchase card will be issued under the cardholder’s name. The card has been specially
designed to avoid confusion with personal credit cards. The card is for official City business and
may not be used for personal purchases.

* If the Cal-Card is lost or stolen, it is the cardholder’s responsibility to call US Bank immediately
(24/7) to ensure that the City is not held responsible for any fraudulent charges that may occur.
Do not wait until you get back to work to report a lost or stolen purchase card. Please keep the US
Bank 800 number in a separate place from your purchase card so that you can readily call US Bank
should the need arise.

e For lost or stolen purchase cards, call

1-800-344-5696

Outside of the United States, call collect
+1-701-461-2010

* Monthly credit limits and single transaction limits may be established by the department head in
coordination with the finance department for each cardholder. If a situation arises in which you
anticipate the use of the card will exceed the maximum limit, contact your supervisor prior to using
the card. Your supervisor will contact the Finance Director to arrange for a temporary credit limit
increase.

* The Cal-Card program is a supplement to the City’s Purchasing Guidelines. As with other
procurement methods, the following conditions must be met when using the card:

o The card should be used whenever possible in lieu of petty cash or emergency check requests
when the dollar amount for a single item or group of items is within the City’s Purchasing
Guidelines.

o__Each single purchase may be comprised of multiple items, but the total transaction with a single
vendor including tax cannot exceed the single-purchase dollar limit of your card.

o Purchases should not be split to circumvent per-transaction and per-month credit limits.

o Use of the Cal-Card is not intended to replace effective purchase planning that enables volume
discounts.
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o_For restaurant purchases, an itemized receipt must be obtained. That receipt should state the
event/meeting the items were purchased for and the names of the attendees. A credit card charge
slip that shows only the total amount charged to the credit card for total and tip is not acceptable.
Food purchased during travel is not allowed on the CAL-Card since the City has chosen a per
diem method per the Travel Policy. Alcohol cannot be purchased using the Cal Card.

o Keep all your itemized receipts and order confirmations so that they can be attached to their
corresponding transaction when reconciling your account on https:/www.access.usbank.com
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Electronic Funds Policy

Introduction

The City of Beaumont processes Electronic Funds Transfers (EFTs) as a safe and efficient
method to  receive electronic deposits from customers and to provide payments to vendors and
employees. Two commonly used EFT methods are:

» Automated Clearing House (ACH): This is an electronic payment delivery system that
processes electronic credit and debit transactions, including direct deposits, within the United
States using the American Bankers Association (ABA) number. The ABA number is also
known as the “check routing number” or “routing transit number” and should be used as the
first identifying number for ACH transactions. The bank account number and name assigned
to the account are also required before an ACH transaction can be created and the exchange
of funds processed between two parties.

‘—[ Formatted: Indent: Left: 0.25", First line: 0"

» Fedwire: The most costly EFT to process and uses a Real Time Gross Settlement Funds
Transfer system operated by the Federal Reserve Banks. There are two Fedwire options: (1)
domestic wires and (2) international wires. Each option has a different settlement time and
each requires unique banking information that is dependent upon where the settlement of
funds is to occur.

The procedures outlined herein are designed for all departments, employees, and vendors who
receive and make electronic payments on behalf of the city. The following areas are responsible
for transacting EFTs:

« Finance Department -~ {Formatted: Indent: Left: 0.25", First line: 0"

» Administrative Services Department

Al

EFT'’s processed by the City occur using the systems listed below.

*ACH: Originations used to initiate vendor, and employee ACH payments. The Tyler system
will generate an electronic file and a EFT check register report that will be used to complete
the ACH transmission form. The ACH transmission form will be completed by_the Finance
Department and sent to the Administrative Services Department to generate a standard ACH
transmission file. The electronic generate banking file from Tyler system is electronically
transmitted to the City’s banking institution, authorizing the debit and credit of funds between
banks.

N 4( Formatted: Indent: Left: 0.25", First line: 0"

* Wire Transfer: The primary method used to initiate wire transfers. The on-line systems
should only be used by employees with proper system credentials. The security administrators
in the Finance Department shall ensure that adequate separation of duties exist in accordance
with internal control standards and that the integrity of system user profiles is protected. Steps
are also taken to limit the number of users who have access to create or approve wire transfers
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and their authorized wire amounts. In addition, banking controls require two separate users
to complete a wire. One individual initiates and a separate individual must approve.

The Finance Department and Administrative Services Department staff who initiate or complete
EFT transactions are responsible for ensuring the financial internal controls are maintained, the
activity is posted timely, and operational procedures are in place to reduce the risk of loss of City
funds arising from fraud, employee error, misrepresentation by third parties, or imprudent actions
by City employees. The Finance department will monitor bank balances daily for unusual or
unexpected transactions, reconcile bank activity to the general ledger in a timely manner, and
investigate and resolve reconciling items.

Incoming EFTs:
ACH/Wire Transfers Received

Departments requesting to receive payment by ACH or wire transfer must have the customer
send their company’s ACH/EFT payment request form to the Finance Department.

The Finance Department will complete the form, requiring all EFT payments to be posted directly
to the operating account, and will obtain the proper authorization from the-Birecter-of-Finance
Director. After the form is completed, the Accounting Tech staff member will forward the
information back to the customer so the customer can initiate the EFT with their banking
institution. The completed form will not be returned to the department requesting the information
and departmental staff has no authority to complete the document on behalf of the City.

Outgoing EFTS:
ACH Payments to Vendors (Domestic)

A domestic vendor may receive an ACH payment by completing a Vendor ACH/Direct Deposit
Authorization Form and by submitting a copy of a voided check. Each department will be
responsible for sending out the Vendor ACH/Direct Deposit Authorization Form to the vendor and
to then forward onto the Finance Department. The Finance Department will review the ABA
number, bank account number, and name as shown on the supporting documentation. If all
information on the form and the supporting documentation is correct the data is then recorded in
the Vendor Profile in Tyler Systems under Payment Terms by Accounts Payable. The banking
information set up in Tyler Systems is then reviewed by the Assistant Finance DirectorSenier
Aeeountant-for account accuracy. The supporting documentation is then filed and stored on the
finance share drive. Any subsequent requests to change vendor banking information will be
confirmed directly via phone with the vendor completing a new Vendor ACH/Direct Deposit
Authorization Form by each department and then forwarded onto the Finance Department.

ACH overpayments require notification to Wells Fargo within five days of the payment to ensure
funds are returned. A Wells Fargo ACH/Reversal/Deletion Request form will be completed by
Finance Department or Administrative Services Director. The form is then sent to the Finance
Department for approval and faxed to Wells Fargo’sCitibank’s ACH services section to reverse
the overpayment. The Finance Department verifies the reversal occurs and the funds are
deposited into the operating account the following business day.

Certain vendors have been given authority, with maximum withdrawal limitations, to initiate ACH
payments (i.e. the Internal Revenue Service for payroll taxes). The establishment, approval and
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exception review of these payments occur through the Wells Fargo system. The Finance
Department monitors daily to ensure the banking activity has been posted into the City’s
Financials system and validated.

Accounts payable processes all vendor payments according to the pay cycle schedule and
generates a check/ACH register. All ACH direct deposit payments have file detail and total
amounts submitted to the bank for processing and the Finance Department verifies that the totals
submitted to the bank have been received and posted by the bank for processing.

Fedwire Payments to Vendors (Domestic or International)

In cases where immediate payment is needed, a vendor may be paid by domestic or international
wire.

|. Domestic wires. If a domestic vendor requests payment via a Fedwire, the following steps are
required for the EFT to occur:

a) The department requesting the vendor payment will forward an invoice from the vendor
containing the vendor’s wire information, or an authorized letter. This information is
forwarded to Accounts Ppayable for review and to ensure the vendor is established in the
Tyler vendor system.

b) The Transfer Request form, back-up wire information, invoice ander-other supporting
documents will be forwarded to those authorized in_the Finance Department to initiate
wires. The bank and invoice information must be verified and if there is an inconsistency
with the information provided, the wire initiator will contact the initiating department to
obtain additional or corrected information. If all information agrees with the documentation,
the wire will be requested in Wells Fargo by the Administrative Services Director.

c¢) The form and all documentation will be forwarded to an appropriate staff member for
secondary approval. The pending wire information is reviewed online against the back-up
documentation. If there is an error, the wire will be rejected online and the wire initiator will
make any necessary corrections to the data. If all information is correct, the wire will be
approved. The payment approval confirmation will be attached to the documentation for
future reference. The form and all documentation will be forwarded to a Assistant Finance
DirectorSenior-Accountantfor entry into the Tyler System.

II. Establishing a wire template. The City may establish a wire template for wires that will be
completed on a regular basis for items such as investments or regularly scheduled payments.

a) The wire template is established by the wire initiator and approved by an appropriate
staff member using banking information provided on signed company letterhead or an
invoice.

Employee Direct Deposits

Direct Deposit is an encouraged condition of employment at the City. If for some reason an
employee cannot or does not want to participate in direct deposit, they must request in writing to
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the Human Resources Department to be exempt from participating in direct deposit. Approval to
NOT participate in direct deposit must be granted by the Human ResourcesServices-Department.

Checking and savings accounts are generally the only types of accounts that can be used for
direct deposit. Although the City policy states that funds cannot be sent to a money market
account, the system has allowed money market accounts when the account sequence is similar
to that of a checking or savings account.

Employees should take the following steps to establish direct deposit when first hired:

1) Submit a Direct Deposit Authorization form to the Human Resources Department.

2) This form must contain account documentation in order to assure proper setup. Account
documentation may include a “VOIDED” check (for checking accounts) or a bank notification
stating the bank’s transit and routing number in addition to the employee’s account number (for
saving accounts). Using this form, employees have the option to have their paycheck sent to 1, 2
or 3 bank accounts.

3) Account documentation is reviewed to assure the information does not appear altered or
manipulated in any way. If evidence of such is present, the employee will be contacted to verify
the information. In addition, if a void check which does not contain the employee’s name is
submitted, the employee will be contacted to verify the information. The outcome of these
communications will be documented on the direct deposit form. Suspicious or fraudulent
situations should be routed to the attention of Humans Resources Department.

Direct deposit information can be edited through Tyler Incode. The same restrictions on bank
account types apply, but there is no limit on the number of accounts to which direct deposit can
be distributed when updating directly into Tyler Incode.

After the input has been completed and saved in Tyler Incode, the Human Resources Department
processor will initial and date the Direct Deposit Authorization Form. The initialed form is given to
the Payroll Benefits Supervisor payrel-coerdinaterfor review to ensure the saved name, routing,
and bank account numbers all agree with the “VOIDED” check or a bank notification stating the
bank’s transit and routing number in addition to the employee’s account number. More detailed
instructions and screen prints are maintained in Human Resources for review.

When Fraud is Identified

Banking Fraud can occur in various forms. When Fraud is discovered in the EFT procedure, the
Fraud must be reported to the Birecterof-Finance Director immediately (in absence of the Finance
Director, the Assistant Finance Director Senior-Aceountant-must be notified). The Finance
Director must notify the City Manager, Treasurer, and Police Chief. and-FiranceCommittee
Department-Chair of the possible fraud as soon as possible after it is detected. Steps will be
taken with Wells FargoGitibank-to mitigate the fraud.

Banking Definitions

Automated Clearing House (ACH). An electronic payment delivery system which allows
payment or collection of funds electronically through a financial network occurring within the
United States. ACH processes large volumes of credit and debit transactions in batches.
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American Bankers Association (ABA) Number. The ABA number is the nine (9) digit bank
code assigned to financial institutions by the American Bankers Association (ABA) to identify the
financial institution upon which a payment is drawn and submitted to within the United States. The
ABA number is also known as the “check routing number” or “routing transit number. The ABA
number may differ depending on where an account is opened and the type of transaction that is
being processed (checks, domestic wires or ACH’s).

Bank Account. A financial account recording the financial transactions between the customer
and their bank and the resulting financial position of the customer with the bank and that is
primarily used for processing checks, domestic wires and EFT ACHs.

Direct Deposit. An electronic method of payment in which money is transferred to the payee’s
account without the use of checks, processed through the ACH payment system.

Fedwire. (A.k.a. Wire Transfer-Domestic or International). The Real Time Gross Settlement
Funds Transfer system operated by the Federal Reserve Banks that enables financial institutions
to electronically transfer funds to each other. Messages are transferred requesting debits and
credits to correspondent accounts (in addition to other types of accounts). Actual settlements
occur through Fedwire, CHIPS, correspondent accounts or other means. Domestic wires settle
the same day and International wires can take up to two days to settle if foreign currency
exchange is involved. The system is reliable and secure and is more costly compared to
transactions involving checks or ACH.

Policy and Procedure Management

The Finance Department may modify these directives and procedures from time to time as
required, provided that all modifications are consistent with California statutes, federal laws and
banking rules and regulations.

This policy will be reviewed annually for changes or updates.
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Deposit-Based Funds Policy

Purpose

For transparency purposes, the receipt and draw down of deposit-based funds must follow a
standard system of entry, tracking and reporting with documentation to support the use of funds.
The EnerGov system is used by the Community Development and Public Works Departments
for project management. This system allows for the input, receipt and tracking of all deposit
related funds and activities. The EnerGov system can also produce project specific reports
showing itemized deposit usage which can be utilized internally by staff or provided to the
applicant to show how a deposit has been drawn down and the remaining deposit balance.

Below are the recommended project deposit policy and procedures:

Policy

The fee schedule reflects the minimum initial deposit required per application. It is not reflective
of the entire cost of project review and processing. If no amount is specified, the initial deposit is
the Department's initial estimate of the actual cost of the service or process.

The initial minimum deposit for each application must be received prior to staff beginning review
of a project.

Once a deposit balance is drawn down to 20% remaining, a request for an additional deposit
shall be made. Notice of any required additional deposit shall be mailed (including e-mail) to the
applicant. The notice shall include the date by which the deposit must be made.

Processing of projects with less than a 10% balance shall stop until a new deposit is received if
additional funds will be required to complete a project. If no additional funds will be required, the
work may proceed until funds are exhausted or project is completed.

Within 10 calendar days of receipt of the full accounting of the application costs or a request for
additional deposits, the applicant may request a review of the matter by the Department Director,
who shall review the cost of processing the application. The Director will determine that the costs
were or were not appropriate and may then reduce the costs charged. The Director shall, in
writing, notify the appealing person of the decision. Work on any application may continue during
any appeal process provided there are sufficient funds on deposit.

The developer or project proponent may request a refund of any remaining deposit no sooner
than 60 days after final closure of a project. Within 120 days of the final closure of any deposit-
based fee case, Department staff will process a refund (if applicable) through regular Accounts
Payable protocols.

If any portion of the application fees has been paid by a City Department to another jurisdiction,
agency, or department for the performance of services related to the application, the Department
will not refund any such portion of fees until the other jurisdiction, agency or department
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authorizes the Department to do so. In the absence of such authorization, it will be the applicant's
responsibility to contact the other jurisdiction, agency, or department for a refund of the fees paid
to it.

Procedures

Funds received for a project shall be receipted and input into the EnerGov system within 3
business days of receipt.

Deposit balance shall be checked daily or prior to working on a project. All deposit accounts shall
be reviewed monthly with Finance records.

Time worked on a project shall be entered daily and billed in 15-minute increments.

Consultant or outside services fees paid by an applicant shall be entered into EnerGov and billed
against the deposit as invoices are received.

Department staff shall develop a tracking table for deposit progress to track time spent and
estimated time remaining.
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