BUDGET DEVELOPMENT GUIDELINES

Strategies

The long-term municipal goals, as articulated in the Budget Message, determine the departmental goals (refer to
crosswalk in Performance Summary Section) and provide a point of reference for programs and services as they relate
to the development of the budget.

The City’s strategy for achieving these goals is to pursue a moderate course, taking into account the weak economy
and the associated reduction in revenues. To this end, a conservative approach to revenue projection has been used
to minimize exposure to the vagaries of revenue fluctuation. This necessitated significant attention to revenue
streams and required department directors to incorporate more direct and specific attention to their management
controls, projections, and supervision of programs and projects.

A cautious approach to personnel growth has been adopted since personnel-related costs account for 74.0% of the
General Fund operating expenses. This budget reflects expenditure containment in response to the rising cost of
personnel benefits, especially health insurance and pension, and reflects major concessions that all three unions of the
City made during fiscal year 2009-10 to their collective bargaining agreements. There were substantial modifications
to existing employee current benefits and future retirement benefits.

The City-wide authorized staff level shows a net decrease of 5 full-time and the addition of 6 part-time positions as a
result of aligning resources to meet existing needs. Based on the efficiency study that was conducted in 2010 all
payroll positions (four full-time) were transferred from the Human Resources Department to the Finance Department,
a zero net impact. The teletype function handled by the Police Department’s Field Support was transferred to Public
Safety Dispatch in order to streamline not only the teletype function but also the intake of calls for service for police and
fire-rescue assistance. As a result four Police Department positions were transferred to Public Safety Dispatch and three
were eliminated. The purchasing section was restructured resulting in the deletion of one full-time Administrative
Assistant I slot and one part-time Purchasing Division Director slot. Net staffing changes in the Recreation
Department include the deletion of one full-time Administrative Assistant I, which was reclassified to a part-time
Administrative Assistant, the addition of three part-time Teacher slots and four part-time Teacher Aide slots required
to comply with teacher/student ratios required by the state of Florida for student enrollment increases from 52 to 122
at West Pines Preschool.

Translation of Municipal Goals

The longer-term municipal goals provide direction to the departments in preparing their annual operating and capital
budget requests. The City has developed and approved a statement of annual budget policy, consisting of goals and
guidelines that translate the longer-term goals into specific guidelines for the budget. The budget goals as delineated
below provide the framework for the overall budget process.

Diversification of Revenue Sources: The City’s goal is to minimize increases in the millage rate. This traditionally
was accomplished by finding new sources of revenue where possible and by implementing tight budgetary controls on
expenditures. The City’s aggregate millage is 6.3660 and is comprised of an operating millage of 5.6880 and debt
service millage of 0.6780. The rolled-back operating rate, which was not adopted, is 5.7976.
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1. Fund Balance Goal: The City will plan the budget in such a way to retain a General Fund unreserved
undesignated fund balance range of not less than 10% and not more than 30% of the total budgeted
expenditures. This level provides a contingency for unexpected future events.

2. User Fees for Services: Fees for services will be set with the goal to recover 100 percent of costs, except in
specific instances in which the City Commission determines that it is in the public interest to offset some of the
cost through use of other revenues, such as general tax support. The same logic applies to services that are
funded by grants. In relation to the Utility Fund, which is an enterprise fund, the water and sewer fees are
updated annually by the change in the Consumer Price Index for the 12 months ending April of the current year.
Revenues are expected to cover the cost of operations.

3. Full Range of Municipal Services: The City provides a full range of municipal services in order to maintain and
enhance the quality of life in Pembroke Pines. The City acknowledges that the highest priority service areas relate
to those that protect and enhance public safety and health.

4. Public Safety Services: Public safety services are a high priority. The City will ensure that services are provided
in an efficient, effective manner, and through thoughtful plans, public safety needs can be met in our growing
community. The budget for Police, Fire, Rescue, and Code Enforcement represents 64.9% of the General Fund.

5. Employee Safety/Productivity: The City has made great strides in updating its fleet of vehicles, and in
providing equipment and supplies to employees that enhance safety and productivity. In the budget, Departments
are asked to identify and to request funding to continue this policy of providing up-to-date equipment, supplies,
and facilities to assure employee safety.
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The City of Pembroke Pines financial policies, compiled below, set forth the basic framework for the overall fiscal
management of the City. Operating independently of changing circumstances and conditions, these policies assist the
decision-making process of the City Commission and the City administration. These policies provide guidelines for
evaluating both current activities and proposals for future programs.

Most of the policies represent long-standing principles; traditions and practices that have guided the City in the past
and have helped maintain financial stability over the last 50 years. They are reviewed annually as a decision-making
tool and to ensure their continued relevance in an ever-changing environment. Minor changes have been made in
wording and organization to clarify the intent of some of the policies.

Balanced Budget Policy

To the extent that the Appropriated Revenues and Estimated Budget Savings equal or exceed the Appropriated
Expenditures, the budget is considered balanced. Should the Appropriated Expenditures exceed the Appropriated
Revenues and Estimated Budget Savings, the difference would be shown in the Fund Summaries Tab as Excess
(Deficit) Revenues over Expenditures and as Beginning Surplus in the Revenue Detail Tab. The amount of the
Beginning Surplus would specify the amount by which the Fund Balance would be depleted. Estimated Budget
Savings is the projection of the budget variance for both revenue and expenditures based on the least favorable
difference over the last four years.

Operating Budget Policies

1. The City will maintain, at a minimum, an accessible cash reserve equivalent to eight weeks of operating costs.

2. As of July 1, 2010, General employees contribute $100 per month towards the cost of their health insurance.
Employees hired after October 1, 1991 assume the cost associated with dependent coverage.

3. No new or expanded services shall be implemented without implementing trade-offs of expenses or revenues at
the same time. This applies to personnel, equipment, and any other ancillary expenses associated with the
service.

4. The City shall continue to support a scheduled level of maintenance and replacement of its infrastructure and
fleet. Expansions to the fleet must be justified based on growth of the City.

5. The City shall support capital expenditures that reduce future operating costs.
Capital Budget Policies

1. The City has developed a multi-year plan for capital improvement that is updated annually with documentation of
deviations from the plan.

2. The City will maintain its physical assets at a level adequate to protect the City’s capital investment and minimize
future maintenance and replacement costs. The budget will provide for the adequate maintenance and the
systematic replacement of the capital plant and equipment from current revenues wherever possible.

3. The City has provided sufficient funds to replace and upgrade equipment as well as to take advantage of new
technology thereby ensuring that employees have safe and efficient tools to service the public. It reflects a
commitment to further automation and use of available technology to improve productivity of the City’s work
force.

a. The objective for upgrading and replacing equipment includes: (1) normal replacement as equipment
completes its useful life; (2) upgrades to new technology; and (3) additional equipment necessary to service
the needs of the City.

4. The City will, according to its Comprehensive Land Use Plan, try to ensure that the necessary infrastructure is in
place to facilitate the orderly development of vacant lands.
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5.

The City will use the following criterion to evaluate the relative merit of each capital project. Capital expenditures
will foster goals of:

a. Economic and neighborhood vitality.

b. Infrastructure and heritage preservation.

Capital projects that implement a component of an approved redevelopment plan.

o

d. Projects specifically included in an approved replacement schedule.

e. Projects that reduce the cost of operations. Projects that increase the cost of operations shall have identified
trade-offs to support those additional costs.

f. Projects that significantly improve safety and reduce risk exposure.

g. Projects supporting private development must include return on investment ratios, or a fully documented
cost/benefit analysis.

Revenue Policies

1.

The City will attempt to maintain a diversified and stable revenue system as a shelter from short-run fluctuations
in any single revenue source.

The City will attempt to obtain additional major revenue sources as a way of ensuring a balanced budget.

The City will establish user charges and fees at a level to recover the full cost (direct and indirect) of providing the
service in the Utility Fund, which is self-sustaining. User fees in the Recreation Department provide approximately
22.1% of its operating costs.

The City will review fees/charges annually and will design or modify revenue systems to include provisions that
automatically allow charges to grow at a rate that keeps pace with the cost of providing the service.

The City will consider market rates and charges levied by other public and private organizations for similar
services in establishing fees and charges.

Cash Management/Investment Policies

1.

2.

The City will deposit all funds received by 2:00 PM the next day.

Investment of City funds will emphasize preservation of principal; the objective will be to match or exceed the
yield of the State Board of Administration.

The City will collect revenues aggressively, including any past due amounts owed.

Debt Management Policies

1.

Authorization of projects financed by debt shall occur only after the Commission has received a report of the
impact of the contemplated borrowing on the existing Capital Improvement Plan and operating budget together
with a recommendation from the City Manager and the Finance Director.

Projects that are financed fall into one of two categories:

a) Projects that generate revenue and require no subsidy for payment of debt service.

b) Projects requiring subsidy for payment of debt service shall enhance the quality of life for the citizens of the
City.

The City will publish and distribute an official statement for each bond issue.
General obligation debt will only be issued if approved by the voters in a referendum.

The amount of direct unlimited tax general obligation ("UTGO") debt outstanding at any time that is subject to
approval by the voters should not exceed 1.5% of the City's taxable assessed valuation.



The amount of direct, non-self-supporting, limited tax general obligation ("LTGO") debt and lease puPZchak&
obligations outstanding at any time that are not subject to approval by the voters should not exceed 1.5% of the
City's taxable assessed valuation. Furthermore, the City shall strive to limit the annual debt service requirements
on these obligations to an amount that is not greater than 10% of annual General Fund and Debt Service Fund
revenues.

The City will maintain bond reserves and sinking funds as required by the various bond issues.
The City may issue advance refunding bonds (as defined for federal tax law purposes) when advantageous, legally

permissible, prudent, and net present value savings, expressed as a percentage of the par amount of the
refunding bonds, equals or exceeds three percent and is equal to or greater than $100,000.

Derivative Debt Management Policy

1.

This policy was established to provide guidelines for the use and management of all interest rate exchange
agreements incurred in connection with the incurrence of debt obligations.

Derivatives shall not be used for speculative purposes outside of prudent notes that are appropriate for the City to
take.

Reserve Policies

1.

The unreserved undesignated fund balance range for the General Fund shall be not less than 10% and not more
than 30% of the total budgeted expenditures of the General Fund.

The estimated 2010-11 General Fund unreserved, undesignated ending fund balance of $33.6 million represents
22.5% of the total General Fund expenditures of $149.3 million.

Accounting, Auditing and Financial Reporting Policies

1.

2.

An independent audit in accordance with Government Auditing Standards will be performed annually.

The City will produce annual financial reports in accordance with Generally Accepted Accounting Principles (GAAP)
as outlined by the Governmental Accounting Standards Board (GASB).





