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SUBJECT: Action regarding Resolution No. 2018-20, Adoption of Financial Management Policies
__________________________________________________________________________________
BACKGROUND/DISCUSSION:
Throughout the summer, sections of the Financial Management Policy have been presented to the City
Council.
5/8/18 Council Meeting reviewed Operating Budget section VI.
5/15/18 Council Meeting reviewed Debt Management section IX.
6/5/18 Council Meeting reviewed CIP section VII. and Fixed Asset and Capitalization section VIII.
6/19/18 Council Meeting reviewed Revenue Management section X., Fund Balance section XI. and
Expenditure section XII.
7/17/18 Council Meeting reviewed Utility Billing section XIII.
8/21/18 Council Meeting reviewed Basis of Accounting section III., External Audit section IV., and
Financial Reporting section V.
The City Council is being asked to approve the Financial Management Policy Document. The policies
establish guidelines for the fiscal management of the City. These policies will be reviewed periodically
and recommended changes will be presented to the City Council for approval.
FINANCIAL IMPACT
The policies provide direction on how financial matters are managed for the City.
RECOMMENDATION:
Staff recommends the Council vote to adopt Resolution 2018-20, Financial Management Policies.

Attachments
Resolution No. 2018-20
Proposed Financial Management Policies
Previous Council Presentations

CITY OF SAGINAW
RESOLUTION NO. 2018A RESOLUTION BY THE CITY COUNCIL OF THE CITY OF SAGINAW,
TEXAS ADOPTING FINANCIAL MANAGEMENT POLICIES
WHEREAS, the City Council has reviewed the financial management policies in a
series of workshops, and
WHEREAS, said City Council is of the opinion that these policies are designed to
establish guidelines for the fiscal management of the City:
NOW THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE
CITY OF SAGINAW, TEXAS:
1. That the City Council of the City of Saginaw, Texas does hereby formally approve
and adopt the FINANCIAL MANAGEMENT POLICIES, as a copy is attached to
the Resolution.
2. That henceforth the FINANCIAL MANAGEMENT POLICIES hereby adopted
shall be in full force and shall supersede any such prior policy and provision
thereof.
ADOPTED AND APPROVED this the ____ day of _________________, 2018.
APPROVED:
_______________________________
Todd Flippo, Mayor
ATTEST:
___________________________________
Janice England, City Secretary
APPROVED AS TO FORM AND LEGALITY:
_______________________________________
Bryn Meredith, City Attorney

CITY OF SAGINAW, TEXAS
FINANCIAL MANAGEMENT POLICIES
I.
Purpose
The City of Saginaw has a responsibility to its citizens to carefully account for public
funds, to manage municipal finances wisely, and to plan for the adequate funding
of services desired by the public. These policies are designed to establish
guidelines for the fiscal management of the City.
II.

Policy

These policies shall be reviewed periodically and will be presented to the City
Council for approval of any significant changes.

III.

Basis of Accounting
A.
Governmental Funds – The City’s accounting records for general
governmental operations are maintained on a modified accrual basis in
accordance with Generally Accepted Accounting Principles (GAAP). Revenues are
recorded when measurable and available and expenditures are recorded when
goods and services are received or when a commitment to purchase is made.
B.
Proprietary Funds – The City’s accounting records for enterprise operations
(water and wastewater service) are maintained on a full accrual basis in
accordance with Generally Accepted Accounting Principles (GAAP). Revenues are
recorded when they are earned by and due to the City and expenditures are
recorded when goods and services are received or when a commitment to
purchase is made.
C.
Basis of Accounting compared to Basis of Budgeting – Revenues and
expenditures are budgeted on a cash basis which differs in some instances from
the basis of accounting: Compensated absences are not budgeted but are
reported as an expenditure in the accounting system. Depreciation and gains or
losses on assets are not budgeted but are recorded as revenues or expenditures in
the accounting system. For Proprietary Funds capital expenses are budgeted but
at year end are booked as additions to capitalized assets and bond payments are
budgeted as expenses but booked as a reduction to liability at year end.
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IV.

External Audit

The City shall have its records and accounts audited annually by an outside,
independent auditor and shall have an annual financial statement prepared based
on the audit.
A.
The auditors are accountable to the City Council and will have access to
direct communication with the City Council if the City staff is unresponsive to
auditor recommendations or if the auditors consider such communication
necessary to fulfill their legal and professional responsibilities.
B.
At least every five years, the City shall request qualifications from qualified
accounting firms, including the current auditors if their past performance has been
satisfactory.
C.
Proposals for the annual audit will be evaluated based on the following
criteria:
1.
The auditor will be a certified public accountant licensed to practice within
the State of Texas.
2.
The auditor shall have an understanding of the City’s needs and its plans
for the future.
3.
The auditor’s approach shall be thorough, comprehensive, and tailored to
the City’s needs.
4.
The auditor shall have specialized government audit training and should
have experience in auditing municipal governments of a similar size.
5.
The audit firm shall have a demonstrated commitment to local
government audit practice.
6.
The audit firm shall have the appropriate resources available to apply to
the audit engagement.
7.
The fees proposed by the audit firm shall be reasonable in view of the type
and quality of the services provided. Auditing is a professional service and will not
be purchased solely on the basis of the lowest fee.
8.
Recognizing the importance of Continuing Disclosure to the Market Place,
the timeliness of the completed audit shall weigh on the evaluation of the
Auditor. Under current requirements, a Continuing Disclosure filing must be
made within 180 days of the end of the fiscal year.
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V.

Financial Reporting
A.
Reporting Entity
The financial statements of the City shall include all activities for which the City
exercises oversight responsibility. The criteria considered in determining oversight
responsibility includes the ability to significantly influence operations, selection of
management, accountability for fiscal matters, and financial interdependency.
B.
Reporting Frequency
1.
The Comprehensive Annual Financial Report (CAFR) will be submitted
annually to present the results, financial position, and operations of the City for
the prior fiscal year.
2.
Monthly Financial Reports will be presented after the close of each month.

VI.

Operating Budget
A.
Budget Preparation
The City Manager will file annually a balanced budget (estimated expenditures will
not exceed estimated resources) with the City Council in compliance with the City
Charter and state law. The budget process shall span sufficient time to address
policy and fiscal issues by the City Council.
B.
Balanced Budget
The annual operating budget will be structurally balanced, recurring revenues will
fund recurring expenditures/expenses. Fund balance or non-recurring revenues
will only be used for non-recurring expenditures/expenses.
C.
Legislative Role
The budget process will be coordinated to identify major policy issues for City
Council consideration prior to the budget approval date so that sufficient analysis
can contribute to informed decision making.
D.
Adoption process
The budget adoption process will comply with both City Charter and state law
requirements. The budget shall be adopted by the favorable vote of a majority of
the City Council.
E.
Forecasting
Annual estimates of revenues and expenditures shall be based on historical trends
and reasonable expectations and assumptions regarding growth, the state of the
economy, and other relevant factors. A conservative approach shall be observed
in estimating revenues.
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F.
Reporting
Monthly financial reports will be prepared showing actual revenues and
expenditures/expenses compared to budgeted amounts. These reports will be
submitted to the City Council
G.
Budget Management and Amendment
1.
The level of budgetary control is the department level in all funds. The
City Manager or designee may approve budget transfers between line items
within a department.
2.
Budget adjustments between departments or increasing the total
appropriation of a fund require City Council approval.

H.
Operating Deficits
If at any time during the fiscal year it is estimated that the current year resources
will not be sufficient to fund current year expenditures/expenses, the City
Manager shall notify the City Council and present a plan to correct the anticipated
deficit. Plans to correct an operating deficit shall include consideration of the
following strategies in order of precedence:
1.
Reduce transfers for cash funded capital projects/delay cash funded
capital projects.
2.
Manage the vacant position hiring process
3.
Reduce travel and training expenses for only required certifications
4.
Defer capital outlay purchases
5.
Expenditure reductions
6.
Hiring freezes
7.
Use of undesignated fund balance in excess of required reserves
8.
Salary increase freezes
9.
Increase user fees
10.
Employee lay-offs
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VII. Capital Improvements Plan (CIP)
A.

The Capital Improvements Plan includes City facilities and infrastructure
1.
Facilities include any structures or properties owned by the City, the land
upon which the facility is situated for the provision of City services, and the initial
furniture, fixtures, equipment and apparatus necessary to put the facility in
service.
2.
Infrastructure includes permanently installed facilities, generally placed
underground or at ground level, which form the basis for the provision of City
services.
3.
Preparation
a)
The Capital improvements Plan describes facilities and infrastructure
projects including related professional services necessary to acquire, design, and
construct them.
b)
Each year City Engineers and other City Staff update the CIP as part of
the annual budget process. Updates are based on current cost estimates,
changing priorities, timing of construction in progress, and funding availability.
c)
The CIP is prepared for a five year period with the first year of the plan
being adopted as part of the annual budget.

4.
Impact on Operating Budget – The operating impact of capital
improvements will be considered when developing the CIP and determining
which projects will be funded in the coming year. The operating budget impact
could include debt service payments or the operating expenses related to
additional or enhanced facilities.

VIII. Fixed Assets and Capitalization
A.
A fixed asset of the city shall be defined as a purchased or otherwise
acquired piece of equipment, vehicle, furniture, fixture, improvement, addition to
an existing capital asset, land, or building that meets all of the following
requirements:
1.
2.
3.
4.

It is owned by the City
It has a value of $5,000 or more
It has an economic useful life of one or more years
It is intended to provide productive benefit to the City during its useful life

B.
The City’s assets shall be reasonably safeguarded, properly accounted for,
and sufficiently insured.
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C.
Additions to existing assets may be capitalized if the asset’s productive
capacity is significantly improved or the assets economic useful life is extended by
three or more years.
D.
For various reasons, assets may have a reduction in productive benefit not
accounted for by normal depreciation. Such assets, if not fully depreciated, will be
removed from City asset accounts or reduced in value, and written off to expense,
to the extent that future benefit to the City has been reduced.

IX.

Debt Management
A.
Uses of Debt
Long term debt shall not be used for operating purposes. The life of issued bonds
shall not exceed the useful life of the projects funded by the bonds.
B.
Financing Alternatives
The City shall explore funding alternatives in addition to long term debt including
leasing, grants and other aid, developer contributions, and unrestricted fund
balances.
C.
Credit Ratings and Disclosures
1.
The City will prudently manage the General and Enterprise Funds and
attempt to issue and structure debt to maintain or increase the current bond
ratings.
2.
Full disclosure of operations and open lines of communications shall be
maintained with the rating agencies. City staff, with the assistance of financial
advisors, shall prepare the necessary materials and presentation to the rating
agencies.
3.
The City will comply with required disclosure guidelines.

D.

Debt Capacity
1.
The City will adhere to tax debt limitations as set forth in the Texas
Constitution and the Texas Administrative Code as noted. The applicable citations
read as follows: Home Rule Cities and General Law Cities of over 5,000
population are limited to a maximum total rate authorization of $2.50 per $100
valuation (Article XI, Section 5), and a bond allowable maximum of $1.50 (Article
XI, Section 4).
2.
The City’s total general obligation principal debt will not exceed 5% of the
taxable value.
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3.
The City will strive to limit general obligation annual debt requirements
(Debt Service Fund expenditures) to 35% of general government expenditures
(General Fund and Debt Service Fund expenditures combined).
4.
Revenue bond coverage (Enterprise Fund) shall be maintained at a
minimum of 1.25 (net revenue available for debt service excluding depreciation
and transfers divided by debt service requirements).

E.
Debt Management Analysis
The City will analyze the following factors when considering additional issuance of
debt:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.

Capital improvement planning to determine funding levels needed
Cost of debt in relation to resources
Multi-year planning impact
Debt service forecasts
Length of debt maturities
Debt payment structure
Overlapping debt impact
Future debt issuance impact
Other capital funding sources
Pay-as-you-go financing
Structure of issuance – variable or fixed rate, term
Influence on credit rating
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X.

Revenue Management Policies
A.
The City shall strive to maintain a revenue system which is simple and
reliable.
B.
The City shall strive to maintain a balanced and diversified revenue system
to protect the City from fluctuations in any one source due to changes in
economic conditions.
C.
The City will review, as part of the annual budget process, its fee structure
to ensure that revenue collections are adequate to meet corresponding
expenditures and are market comparable.
D.
A conservative approach will be adopted when estimating revenues.
E.
Utility Rates
1.
The City will review and adopt utility rates that will generate revenue
required to fully cover operating expenses, meet legal restrictions of all applicable
bond covenants, and provide for an adequate level of working capital and fund
balance.
2.
A component of the utility rate will include a transfer to any fund that
provides service to the utility. This transfer will be for the recovery of the cost of
services provided to the utility for overhead and administration.

F.

Uncollectible Receivables for Utility Accounts
1.
The City shall contract for the collections of delinquent utility accounts.
2.
Once each year the City will write-off inactive accounts with a delinquent
balance of more than one year as of the end of the previous fiscal year. The
write-off of uncollected accounts is a bookkeeping entry only and does not
release the debtor from any debt owed to the City.
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XI.

Fund Balance Policies
A.
Fund Balances
Sufficient fund balances will be maintained to protect the City’s financial position
during emergencies or economic fluctuations, avoid cash flow interruptions,
generate interest income, reduce the need for short-term borrowing, and assist in
maintaining an investment grade bond rating.
1.
Minimum Fund Balance General Fund
The City will maintain a fund balance of 25% of the operating expenditure budget
(excludes capital expenditures).
2.
Minimum Fund Balance Enterprise Fund
The City will maintain a fund balance of 25% (90 days) of the operating
expenditure budget (excludes capital expenses).

B.
Use of Fund Balance
Fund balance will only be used for emergencies, non-recurring
expenditures/expenses, or major capital purchases. If such use reduces the fund
balance below the level that is established as the minimum, the request to use
fund balance will include a plan to replenish the fund balance to the minimum
required level.
C.
Fund Balance Components
In accordance with GASB Statement 54 the following components of fund balance
are defined.
1.
Non-spendable
Resources that are not in spendable form, such as inventories, pre-paids, long
term receivables, non-financial assets held for sale, or resources required to be
maintained intact such as an endowment.
2.
Restricted
Resources that are subject to externally enforceable legal restrictions. The
restriction could be externally imposed by creditors, grantors, contributors, or
laws and regulations of other governments; or the restriction could be imposed
by law through constitutional provisions or enabling legislation.
3.
Committed
Resources that are constrained to specific purposes by a formal action of the City
Council such as an ordinance or resolution. The constraints remain binding unless
removed in the same formal manner by the City Council.
4.
Assigned
Resources that are constrained by the City’s intent to be used for specific
purposes, but are not restricted or committed.
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5.
Unassigned
Resources that are not considered non-spendable, restricted, committed, or
assigned.

XII.

Expenditure Policies
A.
The level of budgetary control is the department level in all funds.
B.
All invoices approved for payment by the proper City authorities will be
paid according to state law.
C.
The City will maximize any discounts offered by creditors, when considered
cost effective.

XIII. Utility Billing Policies
A.

New utility accounts require the following
1.
New account application
2.
Valid government issued identification
3.
Lease agreement or settlement/closing disclosure
4.
Payment of $110 which is due on or before start date, $100 of which is a
payment in advance and will be applied to the customer’s final utility bill
5.
Payment of any balance due on previous utility accounts with the City

B.

Transfer of service within the City of Saginaw requires the following:
1.
2.
3.

Lease agreement or settlement statement/closing disclosure
Transfer of service application
Payment of $10 service charge which will be billed to the new account

C.
Termination of service request requires a final water account (terminate
service) form or written request that includes the following information:
1.
Address or account number where service will be terminated
2.
Date of requested service termination
3.
Complete forwarding address (will be used for final bill or refund of
payment in advance)

D.

Disconnect/Reconnect water service
1.
Accounts not paid in full 15 days past the due date will be scheduled for
disconnection
2.
A fee of $25 will be charged for reconnection of water service
3.
Customers who turn on the water themselves will be charged a tampering
fee of $100 plus any damages that may be done to city owned property
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E.
Customers are encouraged to contact customer service to make payment
arrangements to avoid disconnection of service
1.
Customers may request an extended due date or payment plan options
2.
Customer accounts may not be more that 90 days in arrears
3.
Customers who do not comply with their agreed upon arrangements will
not be eligible for future payment arrangements until the beginning of the
following calendar year

F.
If payment is not received by the due date, a late charge will be added to
the account
1.
2.

G.

Residential account late charge is $5
Commercial account late charge is 10% of the account balance

Returned check fees and credit card chargeback fees
1.
There will be a fee of $25 for each check returned unpaid by the bank
2.
There will be a fee of $25 for each credit card transaction charged back by
the credit card processor
3.
After an account has had three returned checks, the City will no longer
accept payment by check
4.
After an account has had three credit card chargebacks, the City will no
longer accept credit card payments

H.
Water Use Adjustment – Water usage varies by person, family, and
industry. Usage can be affected by climate conditions, personal habits, and faulty
plumbing. The City may not be able to explain consumption at an individual
service account but will offer advice on how to conserve water and detect leaks.
The following policies will be used for fair and consistent consideration of a water
bill adjustment request.
I.
High usage due to a water leak – A customer may apply for an adjustment
because of a significant increase in water consumption that can be proven to be
the result of a leak in the service line past the water meter. The request must be
made on the “Customer Request for Leak Adjustment” form provided by Utility
Billing Customer Service and must be signed.
1.

The following conditions must be met to qualify for a leak adjustment:
a)
The account is a residential single-family or multi-family account with a
separate meter
b)
The account must have had an increase in consumption or usage for the
billing period or periods for which the adjustment is sought that exceeds the
average usage of the three previous billing periods by at least 33%
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c)
The customer must present a receipt for repair work by a professional
plumber or for supplies necessary to repair the leak at the service address within
30 days from the time the adjustment is sought

2.
If the account qualifies for an adjustment, an adjustment will be made for
the two highest qualifying billing periods as follows:
a)
The average consumption for the three months prior to the adjustment
period will be calculated and this average (rounded to the nearest 1,000 gallons)
will be subtracted from the actual consumption for each of the two qualifying
billing periods
b)
The result (the difference from the calculate average expressed in number
of gallons) will be deducted from the billed consumption amount to calculate the
revised consumption for the two qualifying billing periods
c)
If the leak occurs during the sewer winter month averaging period
(November, December, or January), then the consumption for the sewer
calculation (for the month(s) in question) will be the adjusted consumption
amount or 8,000 whichever is less
d)
An adjustment to water and sewer charges due to leaks will be made only
once in a 12 month period and will not be made for more than two consecutive
billing periods where the 33% or more increase in consumption occurs

J.
A customer may request a rereading of their water meter to investigate
high consumption. The City will produce a work order and a reread will occur
within one business day. The result will be reported to the customer by Utility
Billing.
1.
If the reread is consistent with the original reading, the customer may
request a field test of the meter. There is no charge for this test, however the
customer must be present to verify that all water is turned off before the test
begins.
2.
If the field test confirms the accuracy of the reading, the customer may
request, at their expense, a meter test by an accredited third party approved by
the City. While the meter is being tested an interim meter will be installed.
3.
The meter will be tested at three different flow rates per American Water
Works Association (AWWA) standards. If the meter tests over 100% at any flow
rate, the consumption for the month in question shall be reduced by the resulting
% over 100%, a new meter will be installed (the new meter may be the interim
meter), and the customer’s test fee will be refunded. If the meter tests less than
100% accurate, the meter may be replaced at the City’s discretion. If the meter
test is accurate (at 100%), the meter will be reinstalled if it is the City’s current
meter model.
4.
A copy of the meter test will be delivered to the customer
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5.
The City acknowledges that water meters are mechanical devices and
subject to malfunction, however once tested in accordance with the above policy,
no other adjustments will be made.

Financial Management Policies

presented 5/8/18

Operating Budget

Budget Preparation and Budget Adoption
Balanced Budget
Forecasting
• historical trends, reasonable expectations, assumptions regarding growth, and the
state of the economy.
• conservative approach
Reporting
• Monthly financial reports – budget to actuals
Budget Management and Amendment
• budgetary control is the department level in all funds
Operating Deficit Strategies
1

Financial Management Policies

presented 5/15/18

Debt Management

Life of the bond issue shall not exceed the useful life of projects funded by the bonds
Credit Ratings and Disclosures
• Issued debt will be structured to maintain/increase the current bond ratings
• Full disclosure of operations and open lines of communications shall be maintained with the
rating agencies
• City will comply with required disclosure guidelines
Debt Capacity
• City is limited to a maximum total rate authorization of $2.50 per $100 valuation, and bond
value allowable maximum of $1.50
• The city’s total general obligation principal debt will not exceed 5% of the taxable value
• City will strive to limit general obligation annual debt requirements to 35% if general
government expenditures
• Revenue Bond coverage shall be maintained at a minimum of 1.25
1

Financial Management Policies
Debt Management (continued)

Debt Management Analysis
Capital improvement planning to determine funding levels needed
Cost of debt in relation to resources
Multi-year planning impact
Debt service forecasts
Length of debt maturities
Debt payment structure
Overlapping debt impact
Future debt issuance impact
Other capital funding sources
Pay-as-you-go financing
Structure of issuance – variable or fixed rate, term
Influence on credit rating
2

Financial Management Policies

presented 6/5/18

Capital Improvements Plan (CIP)
City facilities and infrastructure
•

CIP is prepared for a five year period with the first year of the plan being adopted as part of the annual
budget

Impact on Operating Budget

• Debt service payments or operating expenses

Fixed Assets and Capitalization
Equipment, vehicle, furniture, fixture, improvement, addition, to an existing capital asset, land, or building
• Owned by the city
• Has a value of $5,000 or more
• Has an economic useful life of one or more years
• Intended to provide productive benefit to the city during its useful life
City assets shall be reasonably safeguarded, properly accounted for, and sufficiently insured
Definitions for additions and reductions
1

Financial Management Policies

presented 6/19/18

Revenue Policies

Revenue system which is simple and reliable
Balanced and diversified
City will periodically review its fee structure
A conservative approach will be adopted when estimating revenues
Utility Rates
•

•

Generate revenue required to fully cover operating expenses, meet legal restrictions of all
applicable bond covenants, and provide for an adequate level of working capital and fund balance
A component of the utility rate will include a transfer to any fund that provides service to the utility

Uncollectible Receivables for Utility Accounts
•
•

Collections of delinquent utility accounts
Write off inactive accounts with a delinquent balance of more than one year as of the end of the
previous fiscal year

Expenditure Policies

presented 6/19/18

• Level of budgetary control is the department level in all funds
• Invoices will be paid according to state law
• City will maximize discounts offered by creditors, when considered cost effective

Fund Balance Policies

Fund Balances
• Minimum fund balance General Fund – 25% (90 days) of the operating
expenditure budget
• Minimum fund balance Enterprise Fund – 25% (90 days) of the operating
expenditure budget
Fund balance components
• Non-spendable
• Restricted
• Committed
• Assigned

Financial Management Policies

presented 7/17/18

Utility Billing Policies

New utility account requires:
•
•
•
•
•

New account application
Valid government issued identification
Lease agreement or closing disclosure
Payment of $110
Payment of any balance due on previous utility accounts with the city

Transfer of service within the city of Saginaw requires:
• Lease agreement or closing disclosure
• Transfer of service application
• Payment of $10

Termination of service request requires:

• Address or account number where the service will be terminated
• Date of requested termination
• Complete forwarding address
2

Utility Billing Policies

presented 7/17/18

Disconnect/reconnect water service

• Accounts not paid in full 15 days past the due date will be scheduled for disconnection
• A fee of $25 will be charged for reconnection
• A fee of $100 plus any damages for tampering with city property

Contact customer service

• Extended due date or payment options
• May not be more than 90 days in arrears
• Customers who do not comply with their agreed upon payment arrangements will not have
the opportunity to make further arrangements until the beginning of the following calendar
year

Payments not received by due date

• Residential account late charge is $5
• Commercial account late charge is 10%

Returned check fees and credit card chargeback fees
• $25 fee

3

Financial Management Policies

presented 8/21/18

Basis of Accounting
Government Funds:
• Maintained on modified accrual basis

Proprietary funds:
• Maintained on full accrual basis

Basis of accounting compared to basis of budgeting:
• Compensated absences are not budgeted
• Depreciation is not budgeted
• For proprietary funds capital expenses are budgeted but at year end are booked as additions to
capitalized assets and bond payments are budgeted as expenses but booked as a reduction to
liability

1

External Audit

presented 8/21/18

At least every 5 years the city shall request qualifications from qualified accounting
firms
•
•
•
•

The auditor shall have specialized government audit training
Audit firm must be committed to local government audit practice
Must have appropriate resources available to apply to the audit engagement
Audits are professional services and will not be purchased solely on the basis of lowest fee

Financial Reporting
Reporting Frequency

• Comprehensive Annual Financial Report (CAFR)
• Monthly financial reports will be presented after the close of each month

2

City of Saginaw, Texas
Debt Management and Future Debt Capacity Discussion

May 15, 2018

SECTION ONE: DEBT MANAGEMENT POLICY

One of the many metrics that rating agencies use to quantify risk is whether a debt
management/fund balance policy exists directing the City on how to properly
manage its finances and liquidity.
The rating agencies view having at least 25% of operating expenditures held in fund
balance as adequate. Having more fund balance does not translate to a higher
credit rating.

DEBT MANAGEMENT POLICY

The City maintains a very strong “AA” long‐term credit rating from Standard and
Poor’s and a “Aa3” rating from Moody’s Investor Service.

Certain cases where it is suggested that higher fund balances be required include
Cities that are heavily reliant on sales taxes and those prone to flooding/natural
disasters), but that is not the case with Saginaw.
SAMCO views a Council‐adopted Fund Balance Policy dictating a fund balance of
25% of operating expenditures as appropriate in order to attain and maintain the
highest credit rating available.

3

General Fund
Operating Expenditures

General Fund Ending
Fund Balance

Fund Balance %

2017

$13,894,319

$11,648,588

83.84%

2016

$13,119,056

$10,693,045

81.51%

DEBT MANAGEMENT POLICY

FYE
(9/30)

The table above shows that the City has plenty of reserves and could, at its
discretion, determine a way to spend down those excess funds over time without
negatively effecting its credit rating.
It is important to inform the rating agencies of a planned drawdown of fund
balance for one‐time capital expenditures. Using fund balance to supplement
operational expenses causes “structural imbalance” and is a credit negative quality
to be avoided.
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SECTION TWO: FUTURE DEBT ISSUANCE DISCUSSION

2008

$

TAV
1,626,689,614
1,441,352,872
1,316,353,549
1,275,728,662
1,219,320,151
1,164,124,528
1,192,700,025
1,112,366,436
1,137,872,458

% Change
12.86%
9.50%
3.18%
4.63%
4.74%
‐2.40%
7.22%
‐2.24%
0.87%

1,128,032,007

4.26%

•

The City’s taxable assessed value (“TAV”) has grown at
an average annual rate of 4.26% over the past 10 years
and even greater rates over the past two years with
higher growth rates expected in the coming years as the
Metroplex continues to grow.

•

As the City’s TAV increases, less tax rate is required to
generate the same revenue. Unfortunately, a growing
City needs greater revenues to provide services to new
development and larger population.

•

The City has the ability to issue $5,000,000 or more and
keep it’s current I&S tax rate (21.08 cents) with no need
for an increase.

•

If the City’s TAV continues to increase as anticipated, the
additional revenues generated could be used for
operating increases and/or additional debt above and
beyond the $5,000,000 discussed above.

FUTURE DEBT ISSUANCE DISCUSSION

Year
2017
2016
2015
2014
2013
2012
2011
2010
2009
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