APPENDIX
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BALLY

TOTAL FITNESS™

Bexar County Gym Discounts

Bexar County employees receive discounted prices for numrous gyms throughout the city. The above
gyms are some of the major locations that are available to employees. These discounts help encourage
employees to stay active and healthy. Other gym discounts include Anytime Fitness, Bella Woman’s
Fitness, Curves for Women, Centro Fitness, Enrique Barrera Community Fitness Center, Heavyweight
Gym & Aerobics, Lady of America, San Antonio Snap Fitness, Women’s Super Fitness, and the YMCA.
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BEXAR COUNTY

STATEMENT OF FINANCIAL POLICIES

I. GENERAL

The County will operate on a fiscal year which begins on October 1 and ends on
September 30.

The County will conduct its financial affairs in conformity with State and Federal laws.
This Statement of Financial Policies shall be approved by Commissioners Court and
reviewed on an annual basis as a part of the budget process.

Il. ACCOUNTING, AUDITING, & FINANCIAL PLANNING

The Bexar County Auditor's Office maintains records on a basis consistent with accepted
principles and standards for local government accounting, as determined by GASB and
GFOA.

Regular monthly and annual financial reports are issued summarizing financial activity.
The monthly financial reports are presented to Commissioners Court and are distributed
to offices and departments.

A financial audit is performed annually by an independent public accounting firm, and an
official opinion and annual financial report is published and issued.

Annually, Commissioners Court will accept the audited Comprehensive Annual Financial
Report for the past fiscal year.

Full disclosure is provided in the annual financial and budget reports and bond
representations.

I11. BUDGETING

The County budgets resources on a fiscal year which begins October 1 and ends on the
following September 30th.

Bexar County prepares and maintains a long range five year financial forecast which: a)
develops a local, regional, state and national economic outlook and describes the
potential impact on Bexar County; b) updates reserve and expenditure projections for the
next five years; c) projects capital improvement requirements over the five-year period,
including future operating costs associated with all projects; d) updates revenue and
expenses for each year in the period; and €) describes the strategic issues that present the
County with challenges and opportunities for the future and, in some cases, assesses their
fiscal impact.
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3.09

3.10

Budget manuals for annual preparation, which include forms and instructions as
necessary, shall be distributed to County offices and departments no later than April 30 in
each year. All offices and departments must return their proposals no later than June 15
in that year.

The proposed budget shall be prepared and distributed to all of the Commissioners Court
members on or before August 30 of the preceding fiscal year.

The proposed budget shall be presented in the following format:

a. Fund balance schedules;
b. Revenue estimates;
C. Operating and maintenance expenditures by office or department and major

expense categories;
d. Capital projects’ funding;
e. Debt service summarized by issues by fund.
The proposed budget shall also contain:
a. Program summaries for each office and department;

b. Performance indicators that include workload, efficiency and effectiveness
measures for each office and department;

C. Descriptions and detailed cost analysis of proposed program changes;
d. A discussion of capital projects proposed for funding;
e. A list of proposed authorized positions, by section where appropriate, for each

office and department;

f. Any additional information, data, or analysis requested of management by the
Commissioners Court.

The proposed budget submitted by August 30 shall be balanced.
The initial proposed budgeted revenues are provided by the County Auditor's Office no
later than June 15. Revenue projections are revised by the County Auditor’s Office by

August 10 thereafter to reflect the certified tax roll data.

Commissioners Court shall adopt the tax rate and the budget by Court Order before
September 23 to allow sufficient time to send out property tax statements to the citizens.

The Budget Division will prepare a report on the budget status and trends and submit it to
Commissioners Court quarterly.
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3.11
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3.13

3.14

The County budgeting procedures attempt to identify distinct functions and activities
performed by the County, and to allocate budget resources adequate to perform these
functions and activities at a specified level of service. The budget process will be
coordinated with the County wide strategic planning process and will reflect the goals
and objectives developed through this process.

The County will continue to integrate performance measurement and productivity
indicators with the budget process where appropriate. The County will use efficiency and
effectiveness measures.

The County will continually strive to improve the budget development and monitoring
process and will evaluate and utilize when appropriate innovative, alternative approaches
to costing and budgeting.

Appropriations as approved by the Commissioners Court, are set upon the books of the
County by the County Auditor.

a. The following general categories are used to appropriate funds annually:
1. Personnel Services
2. Travel and Remunerations
3. Operational Costs
4. Supplies and Materials
5. Capital Expenditures
6. Debt Retirement
7. Contingencies
8. Interfund Transfers
Detailed expenditures in each of these categories are maintained by the County
Auditor.
b. Annually, the budget will be developed for each office and department at the

division and/or section level to better represent their organization structures.
However, the budget document will appropriate funds at the office and
department level and fiscal control shall occur at this level.

C. Exceptions to this are budgets that are controlled at the division level and which
are: the Sheriff's Office as Law Enforcement, Adult Detention, and Support
Services; and the Juvenile Office as Detention, Probation, Family Support
Services - Probation, Family Support Services-Domestic Relations Office (a
separate fund); Parks and Facilities Management as Facilities Maintenance -
Adult Detention, Facilities Maintenance - County Buildings, Facilities
Maintenance - Juvenile Detention, Parks. Public Works as Road and Bridge
Fund, Parking Facilities Fund and Fleet Maintenance Fund; Community
Resources as Veterans Services, Community Programs, Direct Client Services,
and Dispute Resolution (a separate fund); and Judicial Services and APDO, Pre-
trial Services, and Criminal Investigation Laboratory, Medical Examiner’s Office
and Administration; Economic Development as Administration, Agricultural
Extension Services, and SMWBE.
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d. Appropriations in the Capital Projects Funds are made on a project basis across
multiple fiscal years rather than on a single fiscal year basis and are carried
forward until the projects are completed.

e. Appropriations in the Grant Funds are made on a grant year basis by project
rather than on a County fiscal year basis.

Except for capital project, grant and federal entitlement appropriations, or for
encumbrances outstanding in any fund, unused appropriations lapse at the end of each
fiscal year.

Commissioners Court shall approve all budget transfer in amounts over $100,000. The
County Manager/Budget Officer shall approve all budget transfers in amounts up to
$100,000.

For budget transfers taking funds from Appropriated Fund Balance, and for budget
transfer amounts over the $100,000, Commissioners Court approval is required

Under the more flexible, higher level of budgetary control in effect, offices and
departments are accountable for not exceeding their annual budgetary appropriations.

Bexar County will, during the annual budget process, identify areas for performance
reviews to judge the effectiveness and efficiencies of County services. Annually, the
Commissioners Court will adopt a work plan for the performance reviews that will be
completed during the fiscal year.

Cost/benefit studies will be conducted, where appropriate and applicable, on non-
recurring expenditures, capital projects and operational alternatives.

IV. REVENUES AND TRANSFERS

Bexar County will maintain a diversified and stable revenue base to shelter it from short
term fluctuations in any one revenue source by doing the following:

a. Establishing user charges and fees as permitted by law at a level related to the
cost of providing that service including indirect costs when appropriate;

b. Pursuing legislative change, where necessary, to permit increases in user charges
and fees to allow the County to recover the full cost of services;

C. Aggressively collecting property tax revenues, including the filing of suit where
appropriate and necessary, as authorized by the Texas Property Tax Code.

d. Aggressively collecting all other fines, fees and revenues due the County.

Bexar County will set as a goal minimizing its reliance on non-recurring sources of
revenue including the use of prior year fund balances for recurring expenditures.
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Bexar County will actively pursue intergovernmental grant funding to fund programs that
have been identified as important to meet the County’s mission, vision, goals and
objectives.

V. RESERVES

The County will maintain an operating reserve for use in the event of unanticipated,
extraordinary expenditures and/or the loss of a major revenue source. The operating
reserve and specified contingencies shall be established at a minimum of one tenth
operating expenditures for any year. These funds can only be appropriated by an
affirmative vote of four of the five Commissioners Court members.

Therefore, it will be necessary for officials and department heads to review and control
expenditures such that the rate of expenditure does not exceed the approved budget.

The County will maintain a reserve requirement of not less than 10 percent of annual
Debt Service. The Debt Service reserve funds can only be appropriated by an affirmative
vote of four of the five Commissioners Court members.

Insurance reserves are established at a level, which, together with purchased insurance
policies, adequately cover the County and its officers against loss.

VI. PERSONNEL

At no time shall the number of regular employees on the payroll in each office or
department exceed the total number of positions authorized by the Commissioners Court
when approved as part of the annual budget or authorized by the County Manager outside
of the annual budget process. All personnel actions shall at all times be in strict
conformance with applicable federal, state, and County policies.

Compensation for overtime worked will be given in the form of compensatory time. No
overtime compensation shall be paid unless Commissioners Court specifically approves
an exception and authorizes payment in advance. All employees, regardless of the source
of funding for the position, accrue compensatory time at the rate of one hour for every
hour for exempt employees and at the rate of one and one half hour for every hour
actually worked over 40 in a regular work week for non-exempt employees.

Deletions and/or downgrades of positions may occur at any time during the fiscal year at
the department head or official's request or if a review of workload statistics indicates
that a reduction in force is practical in an office or department. All funds appropriated
for such deleted positions will be returned to the appropriate fund in the Contingencies -
Undesignated Funds account.

Additions, position reclassifications, reorganizations, etc., are prepared by the requesting
office or department and reviewed by Budget and Grants Department. The Budget and
Grants Department will work with the initiating office or department to bring the
proposal for Commissioners Court consideration or to the County Manager if the request
is made outside of the County’s annual budget process.
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The County Manager has the authority to add, delete, hire, fire, discipline, demote,
promote, compensate, direct, and supervise all functions and staff that report to the
County Manager.

The Court may institute a freeze during the fiscal year on hiring, promotions, transfers,
and capital equipment purchases. Such action will not be used arbitrarily and will allow
for exceptions in appropriate areas to comply with emergency needs such as natural
disasters and/or loss of major revenue sources.

Commissioners Court shall approve all authorized positions and changes to them (this
does not include actions affecting the actual employees holding these positions) as part of
the annual budget process. The County Manager has the authority to review and, if
appropriate, approve all authorized positions, including adding and deleting positions,
and changes to them, including reclassifications and compensation changes, if a request is
made outside of the annual budget process by a County office or department.

Offices and departments may hire temporary help if:

a. Funds are available in the Salary, Temporary Help line item in the office or
department’s adopted budget appropriations (organization level one); or

b. The adopted budget authorizes a temporary position(s).
In all other cases, Commissioners Court shall approve hiring temporary help.

The County maintains written Personnel Rules adopted by Commissioners Court and
available from the Human Resources Department.

VIl. PURCHASING & FIXED ASSETS

All capital expenditure purchases will be initiated prior to August 15 each fiscal year; all
non-capital expenditure purchases will be initiated prior to September 10 each fiscal year.
Exceptions can occur at the Purchasing Agent’s and County Auditor’s discretion. Capital
projects and grant funded purchases are exempt from these deadlines.

a. Prior to adoption of the annual budget, the Purchasing Office will annually
provide a list of purchases that are not anticipated to be delivered until the next
fiscal year. The list of capital expenditures should be completed by August 31 or
as soon as possible thereafter and non-capital expenditures by September 15 or as
soon as possible thereafter.

All purchases of fixed assets with a value of $5,000 or more will be placed on the County
inventory.

Each County office and department will protect the County’s investment in capital assets

by performing and reporting to the County Purchasing Agent and County Auditor a
complete inventory at least once annually.
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Capital expenditures for projects are budgeted by project and must be spent accordingly.
Any request for unbudgeted capital projects throughout the fiscal year must be submitted
to the Budget and Financial Services Division and approved by Commissioners Court.

Where possible, items in good, safe, useable condition placed in surplus will be used:

a. To supplement expenditure for new budgeted capital purchases;
b. To supplement expenditure for replacement/budgeted capital purchases;
C. To supply needed unbudgeted new and replacement equipment.

The Purchasing Agent transfers surplus supplies, materials and equipment.

Offices and departments will make every effort to use furniture refurbished through the
Sheriff’s Office Jail Industries Program.

Prior to submission of the requisition, the executive in charge of the Information
Services Division shall approve all purchases of information and communication
technology including but not limited to: all mainframe and microcomputer
software; all mainframe hardware and peripherals; all microcomputer hardware
and peripherals; all telecommunications and data systems hardware and software.

VIill. DEBT MANAGEMENT

The County maintains a written Debt Management Policy adopted by Commissioners
Court and include in the Administrative Policies book.

IX. INVESTMENT AND CASH MANAGEMENT

The County maintains a written Investment Policy adopted by Commissioners Court and
included in the Administrative Policies book.
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BEXAR COUNTY

FINANCIAL AND MANAGEMENT SERVICES

DEBT MANAGEMENT POLICY
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ADMINISTRATIVE POLICY NUMBER:

TITLE:

PREPARED BY:

ADOPTED DATE:

REFERENCE:

EFFECTIVE DATE:

REVISED DATE:

BEXAR COUNTY
ADMINISTRATIVE POLICY
AND PROCEDURES MANUAL

03.12

DEBT MANAGEMENT POLICY
Commissioners Court

August 14, 2007

N/A

August 14, 2007

N/A

Section 1

PURPOSE AND OBJECTIVES

11 Purpose

The purpose of this policy is to provide guidance regarding the issuance, management,
continuing evaluation and reporting on all debt obligations issued by Bexar County,
Texas (the “County”). The Bexar County Commissioners Court recognizes there are no
absolute rules or easy formulas that can substitute for a thorough review of all
information affecting the County’s debt position. Debt decisions should be the result of
deliberative consideration of all factors involved. This policy is intended to augment the
deliberation process by addressing the methods, procedures and practices to be utilized to

ensure effective and judicious fiscal management of County funds.
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1.2

The terms of this Debt Management Policy (the “Policy”) are intended to comply with all
Texas and Federal Law governing debt, including, but not limited to, Texas law, Internal
Revenue Service rules and regulations, United States Securities and Exchange
Commission “(SEC)” regulations, Municipal Securities Rulemaking Board “(MSRB)”
regulations, court rulings, and existing County debt covenants.

Objectives

Debt Management shall be conducted with the primary objectives of:

» Maintaining and improve the County’s existing credit rating;
+ Maintaining access to capital; and
+  Minimizing borrowing costs

Section 2

SCOPE

2.1

This Policy shall govern debt obligations issued by the County that finance the
construction or acquisition of infrastructure and other assets or to refinance existing debt.
The County may also desire to issue debt obligations on behalf of external agencies, non
profit corporations, or other authorities for the purpose of construction or acquisition of
infrastructure or other assets that further the goals and objectives of County government.
In that case, the County shall take reasonable steps to confirm the financial feasibility of
the project and the financing solvency of any necessary borrower; and shall take all
reasonable precautions to ensure the public purpose and financial viability of such
transactions. This policy does not apply to the County’s Capital Lease Program.

Section 3

ROLES AND RESPONSIBILITIES

3.1

3.2

3.3

As provided by the Texas Local Government Code, each member of Commissioners
Court has a fiduciary responsibility in the management of the County’s indebtedness. All
debt programs are to be made in accordance with applicable Texas and federal
regulations. The Commissioners Court will approve all County indebtedness.

The Executive Director of Planning and Resource Management has the primary
responsibility for making debt-financing recommendations to the Commissioners Court.

The Executive Director of Planning and Resource Management, or their designee, will
coordinate all activities necessary to issue debt, including, but not limited to:

= Review of resolutions provided by bond counsel;

= Review of offering memoranda provided by financial advisors; and
= Review of all related financial analyses.
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ROLES AND RESPONSIBILITIES (Continued)

3.4

3.5

3.6

3.7

3.8

3.9

3.10

3.11

3.12

The Executive Director of Planning and Resource Management, or their designee, will
report annually to the Commissioners Court:

A projected list of expected capital needs for the year;

An annual debt issuance schedule for capital projects;

An updated five-year capital improvement plan as part of the budget;
Certification that the County is current on all debt service payments; and
Disclosure of any bond covenant violations or defaults over the past year.

®o0 o

The Executive Director of Planning and Resource Management, or his designee, will
implement and oversee the Capital Reporting System for County offices and departments
pursuant to Section 17 of this policy.

The Executive Director of Planning and Resource Management, or his designee, will
recommend to the Commissioners Court a financing team consisting of bond counsel,
financial advisors, and underwriters.

The Office of the County Auditor is responsible for reporting monthly in its financial
report a schedule that includes outstanding debt requirements as well as commercial
paper activity. These reports will include principal and interest requirements, dates for
each and related interest rates.

The Office of the County Auditor is responsible for assuring that all debt service
payments are made in a timely manner to the appropriate paying agents.

The Office of the County Auditor is responsible for preparing the annual continuing
disclosure and the County’s bond counsel is responsible for reviewing, approving, and
submitting the continuing disclosure pursuant to SEC Rule 15¢-12.

The Office of the County Auditor is responsible for the annual estimation of the
cumulative rebate amount (arbitrage) for each debt issuance as defined in Section
148(f)(2) of the Internal Revenue code. These annual estimates are for informational and
internal reporting purposes only.

The Office of the County Auditor is responsible for ensuring compliance with the filing
requirements with the Internal Revenue Service related to arbitrage.

Offices and Departments administering projects financed with debt funding are
responsible to comply with Section 17 of this Policy.
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Section 4

REPORTING

4.1

The Executive Director of Planning and Resource Management, or his designee, will
report annually to the Commissioners Court:

a. A projected list of expected capital needs for the year;

b. An annual debt issuance schedule for capital projects;

c. An updated five-year capital improvement plan as part of the budget;

d. Certification that the County is current on all debt service payments; and
e. Disclosure of any bond covenant violations or defaults over the past year.

4.2  The Office of the County Auditor is responsible for reporting monthly in its financial
report a schedule that includes outstanding debt requirements as well as commercial
paper activity. These reports will include principal and interest requirements, dates for
each and related interest rates.

4.3  The Office of the County Auditor is responsible for preparing the annual continuing
disclosure and the County’s bond counsel is responsible for reviewing, approving, and
submitting the continuing disclosure pursuant to SEC Rule 15¢-12.

4.4  The Office of the County Auditor is responsible for the annual estimation of the
cumulative rebate amount (arbitrage) for each debt issuance as defined in Section
148(f)(2) of the Internal Revenue code. These annual estimates are for informational and
internal reporting purposes only.

45  The Office of the County Auditor is responsible for ensuring compliance with the filing
requirements with the Internal Revenue Service related to arbitrage

4.6  Offices and Departments administering projects financed with debt funding are
responsible to comply with Section 17 of this Policy.

Section 5

ORGANIZATIONS AFFECTED

5.1

All County offices and departments must comply with the guidelines and procedures set
forth in this Policy.
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Section 6

USE OF DEBT INSTRUMENTS

6.1  Debt financing will not generally be considered appropriate for any recurring purpose
such as current operating and maintenance expenditures. The County will use debt
financing for one-time capital improvement projects including appropriate operating
expenditures required to implement the projects under the following circumstances:

The project must be approved by Commissioners Court;

The project’s useful life will be equal to or exceed the term of the financing;

The equipment has an expected useful life of at least the term of financing;

There are revenues sufficient to service the debt, whether from future property
taxes, user fees, or other specified and reserved resources; or

e. Compliance with the appropriate provisions of Texas Law and the Internal
Revenue Code of 1986, as amended.

oo

6.2 Operating expenditures required to implement capital improvement projects will be
funded using debt financing in accordance with Chapter 1201, as amended Texas
Government Code and Chapter 1431, as amended Texas Government Code.

Section 7

STRUCTURE AND TYPE OF DEBT

7.1 Debt service will be structured to match projected cash flows and minimize the impact on
future property tax levies.

7.2 The term of the debt issuance should equal the lesser of the useful life of the asset being
financed or the maximum of 40 years in accordance with Chapter 1201, as amended
Texas Government Code.

7.3 The types of debt instruments to be issued by the County include:

General Obligation Bonds;

Certificates of Obligation;

Revenue Bonds

Refunding Bonds;

Commercial Paper;

Tax Anticipation Notes; and

Any other debt instrument authorized for issuance by a County in accordance
with the Texas Government Code or other applicable law

@+rooo0 oW
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STRUCTURE AND TYPE OF DEBT (Continued)

7.4

Individual revenue streams considered for proposed debt service should meet a minimum
debt service coverage ratio test of 1.10 along with any appropriate revenue or
contingency funds. Debt coverage is defined as total revenue divided by total debt
service.

Section 8

DEBT LIMITS

8.1

8.2

8.3

The County will not exceed the debt issuance limits described in Article 3, Section 52 of
the Texas Constitution and Chapter 1301 of the Texas Government Code.

The County shall use economic ratios as a tool to assist in providing an objective
analytical approach to determine debt capacity for new projects. These ratios may
include:

Debt per capita;

Debt as a percent of statutory debt limit;

Debt as a percent of appraised valuation;

Debt service payments as a percent of governmental expenditures; or
Level of overlapping net debt of all local taxing jurisdictions.

o0 o

The County will maintain a debt service fund balance of at least 10 percent of the annual
debt service requirement for the fiscal year; provided; however, that this requirement
shall comply with the provisions of the Internal Revenue Code of 1986, as amended.

Section 9

METHOD OF SALE

91

9.2

The County may use competitive sales, negotiated sales, or private placements. When
considering the method of sale, the County will take into consideration:

Financial conditions;

Market conditions;
Transaction-specific conditions;
County-related conditions; and
Risks associated with each method.

® o0 o

Competitive sales are the preferred method under the following circumstances:
a. A general obligation pledge or annual appropriation of general revenue;

b. Simple structure and financial analysis;
c. Stable financial market; and
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d. Moderate par amount.
9.3 Negotiated sales are the preferred method under the following circumstances:
a. Complex transactions that require extensive financial modeling, credit analysis, pre-
marketing efforts, or that are interest rate sensitive; and
b. Volatile financial markets.
94 Private Placement is the preferred method under the following circumstances:
a. Small issue size;
b. Questionable security for the issue; and
c. Overall cost savings to the County.

Section 10

REIMBURSEMENT RESOLUTION

10.1  As provided in the Texas Government Code, Section 1201.042, as amended, Department of the
Treasury Regulation, Section 1.150-2 of the Internal Revenue Code of 1986 as amended,
Commissioners Court may decide that it is in the County’s best interest to pass a reimbursement
resolution prior to the formal issuance of debt. The purpose of the resolution would be to
announce the intent to reimburse itself for expenditures related to capital programs for which debt
will be issued and the General Fund could then be reimbursed once the debt is sold. The County
will intend to reimburse itself within 18 months from the later of date of the original expenditure
or the date the property financed is placed into service (but in no event more than 3 years after the
original expenditure is paid).

Section 11

REFUNDING OF DEBT

11.1  The County may elect to refund existing debt for reasons including, but not limited to,
the following:

a. To achieve Net Present Value (NPV) savings generally of at least 3 percent;

b. To update bond covenants on outstanding debt which impair efficient operations
or prohibit necessary or desirable activities;

c. To restructure the debt service schedules associated with outstanding bond issues;
or

d. To alter bond characteristics such as call provisions or payment dates.
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REFUNDING OF DEBT (Continued)

11.2  If arefunding is undertaken, the County will evaluate:

Po0 T

Section 12

Issuance costs that will be incurred;

Interest rate at which the refunding bonds can be issued,;
Maturity dates of the refunded bonds;

Call date (if any) on the refunded bonds; and

Call premium (if any) on the refunded bonds

VARIABLE RATE EXPOSURE

12.1 The County may use variable rate debt (including commercial paper) to lower the cost of
borrowing and provide a hedge against interest rate risk.

12.2  The County should establish a target of not to exceed 20 percent of its total outstanding
debt in a variable rate mode.

12.3 Variable rate debt should be converted to fixed rate debt as necessary to maintain the 20
percent target, to meet the particular needs of a financing program, or to lock in low long
term fixed interest rates.

12.4  When issuing variable rate debt, the County will have appropriate contingency plans in
place, such as reserves or hedging instruments, to mitigate the risk associated with rising
interest rate environments.

Section 13

INTEREST RATE SWAP AGREEMENTS

13.1 The County will consider the use of interest rate swap agreements on a case-by-case basis
and consistent with Texas law and financial prudence.

13.2 Interest rate swap agreements may be used for the following purposes:

a.

To achieve significant savings as compared to other, non-derivative type
products available in the bond market;

To prudently hedge risk in the context of a particular financing or the overall
asset/liability management of the County;

To incur variable rate exposure within prudent financial guidelines;

To achieve more flexibility in meeting overall financial objectives than
available in conventional markets; or

To accomplish a financial objective not otherwise obtainable using traditional
financing methods.
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13.3 The County will not enter into an interest rate swap agreement without advice of an
independent advisor and bond counsel.

13.4 The County may enter into an interest rate swap agreement if the counterparty has at least
two long term unsecured credit ratings of at least equal to the County’s long term general
obligation rating from Fitch Ratings, Moody’s Investors Service or Standard & Poor’s
Ratings Services and the party has demonstrated experience in successfully executing
interest rate swap agreements.

13.5 The County will select counterparties utilizing one of the Methods of Sale as outlined in
Section 9 of this policy.

13.6 Before entering into an interest rate swap agreement, the County shall evaluate all the
risks inherent in the transaction including counterparty risk, termination risk, rollover
risk, basis risk, tax event risk, credit risk and amortization risk. Evaluation of risk will
also include the following considerations:

a. Uncertainty with respect to the County’s future debt obligations;
b. Effect on the County’s credit quality;

c. Cumulative exposure to all risk factors identified;

d. Difficulty and costs associated with terminations; and

e. Limitations on the ability to refund the swap’s underlying bonds.

13.7 The County will monitor interest rate swap agreements on a quarterly basis to ensure
compliance with corresponding swap documentation.

Section 14

CONTINUING DISCLOSURE

141

14.2

The County will periodically review the requirements of the Municipal Securities
Rulemaking Board (MSRB) and the recommendations of the Government Finance
Officers Association (GFOA), including the GFOA recommendation that financial
statements be prepared and presented according to generally accepted accounting
principles.

The County will remain in compliance with SEC Rule 15c2-12 by filing its annual

financial statements and other financial and operating data for the benefit of its
bondholders within six months after the end of each fiscal year.
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Section 15

MATERIAL EVENTS

15.1 Material Events are defined as those events, which are considered likely to reflect on the
credit supporting the securities.

15.2  The County will issue a material event notice in accordance with the provisions of SEC
Rule 15¢2-12.

15.3 The events Bexar County will consider material are:

Principal and interest payment delinquencies;

Non-payment related defaults;

Unscheduled draw on debt service reserves reflecting financial difficulties;
Unscheduled draw on credit enhancements;

Substitution of credit or liquidity providers, or their failure to perform;
Adverse tax opinions or events affecting the tax-exempt status of the security;
Modification to rights of the security holders;

Bond calls;

Defeasances;

Release substitution, or sale of property securing repayment of the securities;
Rating changes; and

Any change in the County’s fiscal year
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Section 16

INVESTMENT OF DEBT PROCEEDS

16.1 Debt proceeds will be invested in accordance with the County’s Investment Policy #3.10
or as otherwise permitted in the order or resolution authorizing the issuance of the debt.

16.2 Interest earned on proceeds from bonds, certificates of obligation, commercial or other
short-term or long-term debt proceeds (excluding capital lease proceeds) is allocated to
the Debt Service Fund.

16.3 Interest earned on proceeds from bonds, certificates of obligations, or other short-
term or long-term debt proceeds (excluding capital lease proceeds) allocated to
the Debt Service Fund shall be used solely to pay current and future debt service
payments, as well as all related issuance cost.
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Section 17

ARBITRAGE

17.1

The County will follow a policy of full compliance with all arbitrage rebate
requirements of the Internal Revenue Code of 1986, as amended and its adopted
rules and regulations, and will perform (via contract consultant) arbitrage
calculations for each debt issue subject to rebate on an annual basis. All
necessary rebates liability will be filed and paid when due.

Section 18

CAPITAL PROJECT REPORTING SYSTEM

18.1

18.2

18.3

18.4

The Capital Reporting System is an internal reporting system used to track actual
cash needs for capital improvement projects to be debt financed by requiring
offices and departments administering a capital project to detail the different
phases of the project, a timeline for each phase, and cost per phase pursuant to
17.3 and 17.4 of this section.

As set forth in Section 3 of this policy, the Executive Director of Planning and
Resource Management is responsible for making debt-financing recommendations
to the Commissioners Court. In order to ensure sufficient cash flow is available to
meet capital improvement project cash requirements, an annual debt issuance
schedule is required. The Capital Reporting System will provide the basis for the
annual debt issuance schedule.

Upon approval of a new debt-financed project during the annual budget process,
each office or department will complete the Initial Project Outline form
(Appendix A). This form will be submitted to Planning and Resource
Management not later than October 15" in any given fiscal year.

In order to update the annual debt issuance schedule, each office or department
administering a project funded through debt financing will submit a Quarterly
Project Report (Appendix B). The report will be submitted to Planning and
Resource Management not later than the 15™ day following the end of each
quarter of the County’s fiscal year.
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Section 19

DEFINITIONS

19.1 Definitions:

a. Arbitrage — Arbitrage is the profit that results from investing tax-exempt proceeds in
higher-yielding taxable securities. In general, Internal Revenue Service (IRS)
Regulations require that positive arbitrage earnings be rebated back to the
government.

b. Bond Indenture — The contract that sets forth the promises of a bond issuer and the
rights of investors in the bond.

c. Bond Covenant — A clause in a bond indenture that either requires or forbids some act
by, and the issuer is obligated to comply with the covenant by virtue of issuing its
bonds.

d. Call Dates — The date, prior to maturity, on which a callable bond may be redeemed.

e. Call Premium — The price, as established in the bond covenant, at which bonds will
be redeemed.

f. Certificate of Obligation — The Certificate of Act of 1971 (as amended) permits a
County to issue certificates of obligations for the purpose of paying contractual
obligations incurred in the construction of public works and the purchase of
materials, supplies, equipment, buildings, professional services and real property.
Certificates of obligation are normally secured by ad valorem tax revenue and there is
no requirement for voter approval.

g. Call Provisions — A clause in a bond contract granting the issuer the right to buy back
all or part of an issue prior to the maturity date.

h. Capital Lease — A contract for the purchase of capital equipment through installment
payments.

i. Commercial Paper — Short-term, unsecured promissory notes usually backed by a line
of credit with a bank. Maturities do not exceed 270 days.

J.  Competitive Sales — A sale whereby the issuer determines the bond structure and
solicits bids. The bonds are then awarded to the underwriting firm that submits the
lowest interest costs for the debt.

k. Continuing Disclosure — The principal that accurate and complete information
material to the transaction, which potential investors would be likely to consider
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material in making investment decisions with respect to the securities, be made
available on an ongoing basis.

General Obligation — Bonds backed by the annual levy of an ad valorem tax as
necessary, within the limits prescribed by law (if any), to pay off the bonds. Bonds
are issued upon approval by the public in an election.

. Interest Rate Management Agreement — An agreement entered into in connection
with the issuance of debt by an issuer or in connection with debt already outstanding,
with a counterparty to provide for an exchange of payments based upon fixed and/or
variable interest rates.

Issuance Costs — The expenses associated with the sale of new securities, including
such items as underwriter’s spread, printing, legal fees and rating costs.

Negotiated Sales — A sale whereby the issuer selects an underwriter in advance so
that the underwriter can assist with determining the appropriate structure of the
bonds.

Private Placement — A sale whereby the issuer sells the bonds directly to an
institutional investor.

Refunding Bonds — Bonds issued to retire a bond already outstanding that may be
sold for cash and outstanding bonds redeemed with cash or exchanged with holders of
outstanding bonds.

Revenue Bonds — Bonds issued where the money raised to pay off the bonds comes
from a non-tax revenue source or a special/specific enterprise fund.

Tax Anticipation Notes — Short-term notes issued in anticipation of collections of
taxes. Short-term notes issued by the county to finance current operations, with
repayment from anticipated tax receipts. Also called tax anticipation warrant. These
notes are issued at a discount, and must have a maturity of thirteen months or less,
and mature either at a specific future date or when property and other taxes are
collected. Tax anticipation notes hold first claim on tax receipts when collected.

Variable Rate Debt — Bonds with interest rates that fluctuate based upon an index or

pricing procedure. These bonds often offer lower interest rates and have short
maturities.
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. Appendix A
Bexar County Capital Improvement Program
FY 2006-07

Initial Project Outline

Approved Project:

Funding Codes (Fund/Agency/Org):

Approved Budget:

Sponsoring Office/Department:

Project Liaison: Name

Title

Office Location

Phone Number

Timeline by Phase and Budget:

Phase Start Date/Completion Date Approved Budget

Office/Department Approval:

Authorized Signature Date
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Bexar County Capital Improvement Program

FY 2006-07

Quarterly Project Report

Appendix B

Approved Project:

Funding Codes (Fund/Agency/Org):

Approved Budget:

Sponsoring Office/Department:

Project Liaison: Name

Title

Office Location

Phone Number

Current Project Timeline by Phase and Budget:

Phase Date

Start Date/ Completion

Estimated Cost

Approved Budget

If the project timeline and/or budget has changed since last quarter, please explain:

Attach contracts approved for this project since last quarterly project report

Office/Department Approval:

Authorized Signature

16
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GLOSSARY OF TERMS

Account: An individual 5 digit code in the County’s financial system which corresponds to a line-item in
any given appropriation. It is the most detailed unit in the accounting string. For example, in the
appropriation Personnel Service, account 50200 is the defined line-item for Social Security expenditures.

Accounting System: The total set of records and procedures, which are used to record, classify, and
report information on the financial status and operations of an entity.

Accounting Unit: A 4 digit code in the County’s financial system which corresponds to a given division
within a department or office.

Accrual: Accrual accounting/budgeting refers to a method of accounting/budgeting in which revenues
are recorded when earned and outlays are recorded when goods are received or services are performed,
even though the actual receipts and disbursements of cash may occur, in whole or in part, in a different
fiscal period.

Activity: (1) A specific unit of work or service. (2) A county financial system code designating funding
for a capital project or grant.

APDO: Appellate Public Defender’s Office.

Appropriated Fund Balance: The excess of an entity's revenues over a specific period of time that is
appropriated as part of the adopted budget. This fund balance is available for emergencies or unforeseen
expenditures.

Appropriation: An authorization made by the Commissioners Court, which allows officials to incur
obligations and make expenditures of governmental resources. An appropriation is typically granted for
periods of one year and specified for fixed amounts.

Assessed Valuation: An estimated value placed upon real and personal property by the appraisal district
as the basis for levying property taxes.

Assets: Property owned by the County, which has monetary value.

Audit: A systematic examination of resource utilization. The audit is a test of management's internal
accounting controls and is intended to verify financial positions and the legality of transactions; to
identify improvements in accounting systems and accuracy and consistency of transactions; and to certify
the stewardship of officials responsible for governmental funds.

Authorized Positions: All positions authorized by Commissioners Court for each office and department.
This includes both full-time and part time positions. The numbers shown under authorized positions for
FY 2012-13 represent the full time equivalents.

Balance Sheet: A statement purporting to present the financial position of an entity by disclosing the
cost of its assets, liabilities, and equities as of a specified date.

Balanced Budget: A budget in which planned expenditures on goods, services, and debt income is equal
to income from taxation and other governmental receipts.
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Base Line Budget: Ongoing expenses for personnel, contractual services, supplies, and equipment
required to maintain service levels previously authorized by the Commissioners Court.

Bond: Bonds are used as long-term debt instruments to pay for capital expenditures. A bond is a written
promise to pay a specified sum of money (principal) at a specified future date (maturity date), as well as
periodic interest paid at a specified percentage of the principal (interest rate).

Bond Rating: The credit-worthiness of a government as evaluated by independent agencies.

Budget (Operating): A financial operation plan consisting of proposed estimated expenditures for a
fiscal year and an estimate of proposed revenues. The term is also used to identify the officially approved
expenditure levels under which the County and its offices and departments operate.

Budget Calendar: The schedule of key or target dates that the County follows in the preparation and
adoption of the budget.

Budget Document: The instrument used by the Budget Officer to present a comprehensive financial
program to the Commissioners Court.

Budget Message: The general discussion of the proposed budget presented in writing as a part of or
supplement to the budget document. The budget message explains principal budget issues against the
background of financial experience and presents recommendations made by the Budget Officer.

Capital Assets (Fixed Assets): Assets of significant value that have a useful life of several years.

Capital Budget: A plan of proposed capital expenditures and the means of financing the proposals. The
capital budget is established as part of the County's budget, which includes both operating and capital
expenditures. The capital budget is based on a Capital Improvement Program.

Capital Expenditures: An expenditure group used to fund capital outlay purchases such as furniture,
computers, vehicles and kitchen and laundry equipment. Purchases made from the capital expenditures
group become fixed assets of the County.

Capital Improvement Program: A multi-year plan for capital expenditures, which sets forth each
proposed capital project, identifies the expected beginning and ending date for each project, the amount to
be expended each year, and the method of financing each capital project.

Capital Improvements Project Activity: A Capital Improvements Project Activity is one of the
following groups of actions usually undertaken in a capital improvements project: planning and
engineering, right-of-way acquisition, utility relocation, construction, and other costs for initial capital
equipment.

Capital Outlays: Expenditures for the acquisition of capital assets. Includes the cost of land, buildings,
permanent improvements, machinery, large tools, furniture, and equipment.

Carry Forward Balance: The amount of excess revenues over expenditures within the same fund that
are transferred from one fiscal year to the next.

Cash Management: The management of cash necessary to fund government services while investing

temporary cash excesses to earn interest revenue. Cash management refers to the activities of forecasting
the inflows and the outflows of cash, mobilizing cash to improve its availability for investment,
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establishing and maintaining banking relationships, and investing funds to achieve the highest interest and
return available for temporary cash balances.

CDBG: Community Development Block Grant.

CEAP: Comprehensive Energy Assistance Program.
Certificate of Deposit: A negotiable or non-negotiable receipt for monies deposited in a bank or
financial institution for a specified period at a specified rate of interest.

Charge Back System: A system designed for expenditures to be expensed to the individual offices and
departments. This will help to appropriately charge the expenditures to the offices and departments.

Commodities: Items of expenditure which, after use, are consumed or show a material change in their
physical condition. Commodities are generally of limited value and are characterized by rapid
depreciation (i.e. office supplies, motor fuel, etc.).

Community Infrastructure and Economic Development: Pursuant to the Texas Constitution Article
I1l, 8 52-a and Chapter 380 of the Texas Local Government Code, a Municipality is authorized to
establish and provide for the administration of one or more programs for making grants of public money
to promote state or local economic development and to stimulate business and commercial activity in and
around the municipality. Using this Code, the City of San Antonio (COSA) created a program for the
purpose of making loans and grants available for economic development projects meeting certain criteria.

Contingency: A budgetary reserve set aside for emergencies or unforeseen expenditures.
Contractual Services: Services the County receives from an internal service fund or an outside entity.
Current Taxes: Taxes that are levied and due within one year.

Debt Service: The obligation to pay the principal and interest of all bonds and other debt instruments
according to a pre-determined payment schedule.

Delinquent Taxes: Taxes that are unpaid after the due date, in which a penalty is assessed for non-
payment.

Department: A major administrative division of the County that reports to Commissioners Court and
provides management responsibility for a group of related functions.

Depreciation: Expiration in the service life of capital assets attributable to wear and tear, deterioration,
physical elements, inadequacy, or obsolescence. Depreciation is also the portion of the cost of a capital
asset which is charged as an expense during a particular accounting period.

Effective Tax Rate: That tax rate which will generate the same amount of tax revenue on the same tax
base in the next fiscal year as in the current fiscal year.

Encumbrances: Obligations in the form of purchase orders, contracts, or salary commitments that are
reserved in specified appropriations. Encumbrances cease to exist when paid or when an actual liability is
established.

Enterprise Fund: A fund used to account for operations that are financed and operated in a manner
similar to private business enterprises where the intent of the governing body is to recover the cost of
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providing goods through fees. Rate schedules for these services are established to insure that revenues
are adequate to meet all necessary expenditures.

Estimate: The estimated actual expenditures and revenues for the fiscal year prior to the budget fiscal
year. Used to determine the Carry Forward Balance.

Estimated Revenue: The amount of projected revenue to be collected during the fiscal year.
Expenditure Group: A grouping of similar expenditures used to exercise budgetary control. For
example, the Personnel Services expenditure group includes salaries, Social Security, Medicare,
retirement, group health insurance, group life insurance and workers compensation premiums. An office
or department can over run an individual line item as long as the expenditure group budget amount is not
exceeded.

Expenditures: The cost of goods and services rendered.

Fiscal Year: The time period designated by the County signifying the beginning and ending periods for
recording financial transactions. Bexar County has designated October 1 to September 30 as its fiscal
year.

Frozen Position: A position that is not filled and cannot be filled without approval of Commissioners
Court and the Budget Department.

Full Faith and Credit: A pledge of the County's taxing power to repay debt obligations.
Fund: An independent fiscal and accounting entity with a self-balancing set of accounts, identifiable
revenue sources and expenditures. Funds are segregated for the purpose of completing specific activities

or attaining certain objectives.

Fund Balance: The excess of an entity's revenues over expenditures and encumbrances over a specific
period of time.

Governmental Accounting Standards Board (GASB): The current source of generally accepted
accounting principles used by State and Local governments in the United States of America. GASB is a
private, non-governmental organization.

General Fund: The largest fund within the County. The General Fund accounts for most of the financial
resources of the government that may be used for any lawful purpose.

General Obligation Bond: General Obligation Bonds must be authorized by public referenda. Bonds
become General Obligation Bonds when the County pledges its full faith and credit to the repayment of
the issued bonds.

HOME: Home Investment Partnership Act.

HOPWA: Housing Opportunities for Persons with AIDS

Interfund Transactions: The expenditure group used to account for transfers between funds. This group
also includes cash matches budgeted for both anticipated and awarded grants.

Interfund Transfers: Amounts transferred from one fund to another.
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Intergovernmental Grant: A contribution of assets by one governmental unit to another. In most cases
the grants are made to local governments from the State and/or Federal Governments. Intergovernmental
grants are usually made for specified purposes.

Intergovernmental Revenue: Revenue received from another government for a specified purpose. In
Bexar County, intergovernmental revenue is received from the City of San Antonio, the State of Texas,
the Federal Government, and other indirect sources.

Internal Service Fund: Funds utilized to account for the financing of goods or services provided by one
department or office to other departments or offices within a government.

Investment: Securities and real estate purchased and held for the production of income in the form of
interest, dividends, rentals, or base payments received.

Liability: Debt or other legal obligations arising out of transactions in the past that must be liquidated,
renewed, or refunded at some future date. A liability does not include encumbrances.

Long-Term Debt: Debt with maturity of more than one year after the date of issuance.

Maturities: The dates on which the principal or stated values of investments or debt obligations mature
and may be reclaimed.

Office: A major administrative division of the County headed by an elected or appointed official that
assumes overall management responsibility for the operation of a group of related functions.

OPEB: Other Post-Employment Benefits.

Operating Funds: Resources derived from recurring revenue sources used to finance ongoing operating
expenditures and "pay-as-you-go" capital projects.

Operational Costs: The expenditure group that includes all payments for services, including those
provided through County internal service funds. Examples of expenses included in this group are:
postage, utilities, medical and legal services, architectural and engineering services, printing,
microfilming, vehicle and radio repair and maintenance and contributions to other agencies.

Performance Indicators: Specific quantitative measures of work performed within an activity or
program (i.e. total number of investigations conducted by the Sheriff's Office). Types of performance
indicators include workload, efficiency (output) and effectiveness (outcome) indicators.

Personnel Services: An expenditure group that includes all personnel related costs such as salaries, social
security and Medicare, retirement, group health insurance, group life insurance and workers
compensation premiums.

Program Budget: A budget that focuses upon the goals and objectives of an agency or jurisdiction
rather than upon its organizational budget units or object classes of expenditure.

Program Change: Requests submitted by offices and departments during the budget preparation process

to change a level of service or method of operation. Generally, these requests are for additional resources,
including personnel, but may take the form of program reductions or eliminations.
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Proprietary Funds: accounts for government activities that are similar to the commercial sector, such as
a water utility or transportation system.

Reconciliation: A detailed summary of increases and decreases in departmental expenditures from one
budget year to another.

Reserve: An account used to indicate that part of a fund's assets is legally reserved for a specific purpose.

Resources: Total dollars available for appropriations including estimated revenues, fund transfers, and
beginning fund balances.

Revenue: The funds collected by a government.

Revenue Bonds: Government-issued bonds which do not pledge the full faith and credit of the
jurisdiction and must therefore rely on operating revenues other than property taxes to repay the debt.

Revenue Estimate: A formal estimate of the amount of revenue that will be earned from a specific
revenue source for some future period.

Risk Management: An organized attempt to protect a government's assets against accidental loss.

RFP: Request for Proposals

Shortfall: The excess of expenditures over revenues during a single accounting period.

Supplies and Materials: The expenditure group that includes all payments for commodities. Examples
of line items in this group include office supplies, small tools, ammunition, software, fuel and oil,
clothing and bedding and uniforms.

Tax Levy: The total amount raised by general property taxes for operating and debt service purposes.

Tax Rate : The amount of tax levied for each $100 of assessed valuation.

Tax Rate Limit: The maximum legal property tax rate at which a county may levy a tax. The limit may
apply to taxes raised for a particular purpose or for a general purpose.

Technology Fund: The appropriations from the technology improvements fee line item (included in the
individual offices and departments charge back system), where the actual purchases and expenses
associated with technology projects will occur.

TCDRS: Texas County and District Retirement System

TDHCA: Texas Department of Housing and Community Affairs.

Third Party Administration: An organization that processes insurance claims or certain aspects of
employee benefits plans for a separate entity.

TFID: Texas Task Force on Indigent Defense.

Travel and Remunerations: An expenditure group that includes travel, professional training, payments
to staff for extradition services, payment of wages to election workers, and stipends paid to jurors.
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Unit Cost: The cost required to produce a specific product or unit of service.

User Charges (Fees): The payment of a fee for direct receipt of a public service by the party benefiting
from the service.

Yield: The rate earned on an investment based on the price paid for the investment.
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