February 26, 2019

To the Honorable Council
City of Norfolk, Virginia

From:

Gregory A. Patrick, Budget Director
Office of Budget and Strategic Planning

Reviewed:

Subject: Financial Policies Resolution

Ward/Superward: Citywide

Cathery
Approved:

hitesell, Deputy City Manager

b) Apm444

Item Number: R-8

DouglaB L. Smith, City Manager
I.
II.
III.

Recommendation: Adopt Resolution
Applicant: City of Norfolk
Description:

The agenda item is a resolution to update the city's financial policies
IV.

Analysis

The City Council adopted a resolution in 2013 to implement financial policies. This agenda item
updates the financial policies on reserves, debt affordability, and surplus funds utilization and adopts
new financial policies on pension funding and enterprise fund financial management
V.

Financial Impact

This resolution provides a framework in which future financial decision will be made to further
strengthen the city's long-term fiscal sustainability.
VI.

Environmental

N/A
VII.

Community Outreach/Notification

Public notification for this agenda item was conducted through the City of Norfolk's agenda
notification process
VIII.

Board/Commission Action

N/A
IX.

Coordination/Outreach

This letter has been coordinated with the Office of Budget and Strategic Planning, The Department of
Finance, the City Attorney's Office and the City Clerks Office.
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NORFOLK, VIRGINIA

RESOLUTION
A RESOLUTION ADOPTING FINANCIAL POLICIES.

WHEREAS,

the

City

Council

recognizes

the

need

to

establish appropriate financial policies to provide a framework in
which future financial decisions will be considered and made; and
WHEREAS,

commitment

to

these

policies

will

further

strengthen the City's long-term fiscal sustainability and support
activities of a well-managed government; and
WHEREAS, adherence to these policies will enhance the
City's credibility with its citizens, credit rating agencies, and
investors; and
WHEREAS, the Council recognizes that to be financially
sustainable, the City should strive to maintain a structurally
balanced budget, in which ongoing revenues are sufficient to meet
ongoing expenditure needs; and
WHEREAS, the Council recognizes the establishment and
maintenance of reserves is considered one of the most effective
management practices a local government can employ; and
WHEREAS, the Council recognizes that reserves ensure
adequate

resources

for

cash

flow

and

can

address

unforeseen

emergencies or changes in conditions; and
WHEREAS, the Council introduced and adopted on May 16,
2000, a resolution to create reserve funds, and now desires to
update the City's policies for reserve funds; and
WHEREAS, targeted levels of reserves are desirable; and
WHEREAS, the Council desires to revise and expand the
City's long-standing self-imposed debt affordability measures;
NOW, THEREFORE, BE IT RESOLVED by the Council of the
City of Norfolk, Virginia:
Section 1:- That the City Council of the City of
Norfolk hereby declares its intent to achieve a
structurally balanced budget annually.
Section 2:- That the City adopts self-imposed
financial priorities as specified in the Financial
Policies hereto attached as Exhibit A.
Section 3:- These policies shall be monitored
annually and revisited at least once every three (3)
years.
Section 4:- That this Resolution shall be in effect
from and after the date of its adoption.

ATTACHMENTS:
Exhibit A (3 pages)
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Exhibit A

THE CITY OF

N RFOLK
City of Norfolk
Financial Policies
I.

Reserve Fund:
Description
General Fund Unassigned Reserve

Risk Management Reserve

Economic Downturn Reserve

II.

Inclusive Development Opportunity Fund

Create a reserve to support inclusive economic growth, with a
targeted threshold of two million dollars ($2,000,000) funding.

Reserve Replenishment

In the event a reserve is used to provide for temporary funding needs,
the City shall restore the reserve to the minimum level within five (5)
fiscal years following the fiscal year in which the event occurred.

Pension Funding:
Description
Pension Funding Policy

III.

Policy
Increase minimum to ten percent (10%) and adjust calculation
methodology to percentage of General Fund expenditures plus
General Fund transfers out.
Raise maximum funding to eight million dollars ($8,000,000) and no
less than five million dollars ($5,000,000).
Fund at no less than two and one-half percent (2.5%) of the three (3)
year average of real estate tax revenues, not-to-exceed five million
dollars ($5,000,000).

Policy
Contribute each year an amount greater than the prior year's
contribution or the current year's actuarially defined contribution until
100% funded.

Debt Affordability Measures:
Description
Net Debt as a Percent of the Total
Assessed Value of Taxable Property
Debt Service as Percent of General Fund
budget
Ten-year (10) General Obligation Payout
Ratio

Policy
Keep General Fund Net debt below three and one-half percent (3.5%)
with a not-to-exceed of four percent (4.0%) of the total assessed value
of taxable property.
Keep General Fund debt service below ten percent (10%) with a notto-exceed of eleven percent (11%) of General Fund budget.
Strive to repay the principal amount of the long-term general
obligation bonds by at least fifty-five percent (55%) or greater within
ten (10) years.

Overlapping Debt —
e.g. Special service district financing or tax
increment financing that would be subject
to annual appropriation

The total amount of overlapping debt not to exceed one-half percent
(0.5%) of total assessed value of taxable property.

Variable Rate Debt

Limit the City's outstanding debt with variable interest rate to no more
than twenty percent (20%) by fund.

IV.

Use of Surplus:
Description

Policy

Surplus Policy

V.

Use of Surplus
Entire prior fiscal year-end surplus will fund
reserves until the minimum requirement of each
reserve has been met.

1

If reserves are not at their required
minimum.

2

If reserves have met the required
minimum, but not the maximum.

Fifty percent (50%) of prior fiscal year-end surplus
will fund reserves and fifty percent (50%) will
cash fund (pay-go) the Capital Improvement Plan.

3

If reserves are fully funded at the
maximum requirement.

Entire prior fiscal year-end surplus will cash fund
(pay-go) the Capital Improvement Plan or onetime technology and equipment purchases.

Parking Fund:

VI.
Description

Debt Service Coverage
Unrestricted Cash
Repair & Replacement Reserve

Ten-Year Financial Plan
VII.

Policy

Maintain debt service at a minimum of 1.1 times.
Maintain a minimum of 240 days of operating and maintenance
expense.
Establish a repair and replacement reserve of one million dollars
($1,000,000) within five (5) years.
Develop a ten-year financial plan annually that integrates revenue and
expense projections and project cashflow forecasts relative to the
financial policies.

Water Utility Fund:
Description

Debt Service Coverage
Unrestricted Cash
Repair & Replacement Reserve

Return on Investment ("ROI")

Payment in Lieu of Taxes ("PILOT")

Ten-Year Financial Plan

Policy

Maintain debt service at a minimum of 1.5 times gross of ROI and
PILOT.
Maintain a minimum of 240 days of operating and maintenance
expense.
Establish a repair and replacement reserve of two million dollars
($2,000,000) within five (5) years.
The General Fund ROI transfer from the Water Utility Fund shall not
exceed $8.5 million in a given year. Additional transfers may only be
considered in the event the Water Utility Fund receives one-time,
significant revenues and provided that the additional transfer would
not cause the Fund to fail to adhere to any other financial policies.
The PILOT paid by the Water Utility Fund to the General Fund to be
based on the taxable assessed value of real property using the
applicable tax rate.
Develop a ten-year financial plan annually that integrates revenue and
expense projections and project cashflow forecasts relative to the
financial policies.

VIII.

Wastewater Utility Fund:
Description

Policy

Maintain revenue bond debt service at a of 1.15 times and 1.1 times
combined coverage (General Obligation and Revenue) minimum gross
of ROI and PILOT.
Maintain a minimum of 180 days of operating and maintenance
Unrestricted Cash
expense.
Establish a repair and replacement reserve of one million dollars
Repair & Replacement Reserve
($1,000,000) within five (5) years.
The General Fund ROI Transfer from the Wastewater Utility Fund shall
not exceed $1.5 million in a given year. Additional transfers may only
"onebe considered in the event the Wastewater Utility Fund receives
Return on Investment ( ROI)
time, significant revenues and provided that the additional transfer
would not cause the Fund to fail to adhere to any other financial
policies.
The PILOT paid by the Wastewater Utility Fund to the General Fund to
be based on the taxable assessed value of real property using the
Payment in Lieu of Taxes ("PILOT")
applicable tax rate.
Develop a ten-year financial plan annually which integrates revenue
and expense projections and project cashflow forecasts relative to the
Ten-Year Financial Plan
financial policies.
Debt Service Coverage

IX.

Storm Water Utility Fund:
Policy

Description

Debt Service Coverage

Unrestricted Cash
Repair & Replacement Reserve

Ten-Year Financial Plan

Maintain revenue bond debt service coverage minimum at 1.15 times
coverage and 1.1 times combined coverage (General Obligation and
Revenue).
Maintain a minimum of 180 days of operating and maintenance
expense.
Establish a repair and replacement reserve of one million dollars
($1,000,000) within five (5) years.
Develop a ten-year financial plan annually that integrates revenue and
expense projections and project cashflow forecasts relative to the
financial policies.

