RESOLUTION

08122024D

WHEREAS, The City of Helena, Alabama (the "“City”) is a municipal corporation
incorporated under the Constitution and laws of the State of Alabama. The City is
governed by a Mayor-Council form of government consisting of the Mayor as chief
executive officer and a five member Council presided over by a President. The Mayor
and City Councilmembers are elected by the voters of the City at large.

WHEREAS, The Mayor is the chief administrative officer of the City and makes all personnel
appointments and removals subject to the civil service law. Members of the City Council
serve part time and are responsible for adopting all legislative ordinances and setting
policies of the City, including the appropriation of money The Council exercises the
legislative powers of the City and makes appointments to most of the independent and
quasi-independent boards and agencies with respect to which the City has appointive
power.

The purpose of these policies is to help frame resource allocation decisions and establish
objectives, standards, and internal controls for the funds of the City. Financial policies
have been adopted and used to frame major policy initiatives. The following policies are
summarized: Budget Policy, Debt Policy, Investment Policy, Reserve Policy, and the
Capital Improvements Program Policy. A number of source documents provide the
financial policies for the City. The State Constitution provides the basic legal requirements
and timelines for policies; while City Council approves goals, ordinances, and resolutions
that provide more specific direction that responds to the needs of the City.

Section 1 - Financial Management Overview

The following financial policies were adopted by the City Council of the City of Helena,
Alabama on August 12, 2024, to establish the framework for the City's overall fiscal
planning and management. It is the intent of the City that these policies demonstrate to
residents, the credit rating industry, municipal bond investors, auditors, and the State that
the City is committed to sound financial management and fiscal integrity. The goals of
the City’s financial policies are:

1.1. To support sustainable municipal services.
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1.2. To have a capital improvement program that adequately maintains and
enhances the public’s assets over their useful life.
. To provide cost effective services to citizens and visitors.
. To provide financial and other service information to enable citizens o assess
the costs and results of City Services.
1.5. To follow prudent and professional financial management practices to assure
residents of the City of Helena and the financial community that our City
government is well managed and in sound fiscal condition.

»Now

This document is intfended to be an overview of various financial policies and is not meant
to be a detailed procedures source or detailed department specific source. If the
material in this document does not answer a specific question, please contact the City
Clerk.

Detailed policies will be developed to support the overall goals of the City's financial
policies by each department head of the City so that more specific direction on how to
achieve the identified goals is given to each department of the City. By developing an
overall set of City financial management policies the City will lay the foundation for more
consistent actions that move the community and organization toward sound financial
management decisions.

Section 2 - General Financial Policy

2.1. Fund Accounting

A fund is a separate, self-balancing set of accounts used to account for resources that
are segregated for specific purposes in accordance with special regulations, restrictions
or limitations. The separation of the City's activities into funds allows the City to maintain
the appropriate (required) controls over expenditures for each activity and to report on
specific activities to interested citizens.

Fund Types: All funds are classified into six (6) fund types. These fund types, and the
purpose of each are:

Governmental Fund Types: Governmental funds are those through which general
governmental functions of the City are financed. The acquisition, use, and balances of
the City's expendable financial resources and the related liabilities (except those
accounted for in proprietary funds) are accounted for through governmental funds.

a. General Fund — The General Fund is the main operating fund of the City. This fund
is used to account for all financial resources not accounted for in other funds. All
general tax revenues and other receipts that are not restricted by law or
contractual agreement to some other fund are accounted for in this fund.
General operating expenditures, fixed charges, and capital improvement costs
that are not paid through other funds are paid from the General Fund.

b. Capital Projects Fund - The Capital Projects Fund is used to account for the
acquisition or construction of major capital facilities (other than those financed by
proprietary funds) financed from general obligation bond proceeds.
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c. Debt Service Fund - Debt Service Fund is used to account for the accumulation of
resources for, and the payment of, general long term debt principal and interest.

d. Education Fund - The Education Fund is used to account for the acquisition and
construction of athletic and educational facilities for Helena High School, as well
as additional financial support provided to the Shelby County School System.
Expenditures of this fund are financed with bond proceeds from the 2019 General
Obligation School Warrants and the Special Education Sales Tax.

e. Nonmajor Special Revenue Fund - The Gas Tax Fund is used to account for the
proceeds of specific revenue resources that are legally restricted or designated
to expenditures for specified purposes.

Fiduciary Fund Types: Fiduciary funds are accounted for using the economic resources
measurement focus and the accrual basis of accounting. All assets and liabilities are
included on the Statement of Net Position. Data from the fiduciary fund is not
incorporated in the government-wide financial statements.

a. Agency Fund - The Agency Fund is custodial in nature (assets equal liabilities) and
does not involve measurement of results of operations. This fund is used to account
for assets that the government holds for others in an agency capacity.

2.2. Accounting and Auditing Policies

The City maintains a system for financial monitoring, control and reporting for all
operations, funds and agencies in order to provide effective means to ensure that overall
City goals and objectives are met and to instill confidence in the City’s citizens, vendors,
and investors that the City is wel-managed and fiscally sound.

The City reports annually on its financial operations in accordance with generally
accepted accounting principles in the United States (GAAP). Annually, an independent
firm of certified public accountants performs a financial audit of the City's financial
statements.

2.3. Measurement Focus/Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when
revenues and expenditures are recognized in the accounts and reported in the financial
statements. Basis of accounting relates to the timing of the measurement made,
regardless of the measurement focus applied.

The government-wide, proprietary and fiduciary fund (with the exception of the agency
fund, which has no measurement focus) financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting. The
economic resources measurement focus means all transactions and events that affect
the total economic resources during the period are reported. Under the accrual basis of
accounting, revenues are recognized when earned and expenses are recognized at the
time the liability is incurred, regardless of the timing of related cash inflows and outflows.
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Governmental fund financial statements are reported using the current financial
resources measurement focus and are accounted for using the modified accrual basis
of accounting. Under the modified accrual basis of accounting, revenues are
recognized when susceptible to accrual; i.e., when they become both measurable and
available. “Measurable” means the amount of the transaction can be determined and
“available” means collectible within the current period, or soon enough thereafter to be
used to pay liabilities of the current period. The City considers property taxes and sales
taxes as available if they are collected within 60 days after year end. The revenues
susceptible to accrual are property taxes, sales taxes, and charges for services. All other
Governmental Fund type revenues are recognized when received. Expenditures are
recorded when the related fund liability is incurred. Exceptions to this general rule include
principal and interest on long-term liabilities, which are recorded as fund liabilities when
due, and compensated absences, which are recorded when payable from current
available financial resources.

2.4. Internal Control Structure

The City maintains an internal control structure consisting of the following three
elements:

a. Control Environment — an overall attitude and awareness of actions as they
influence the City.

b. Accounting System — an effective accounting system which results in identification
and recording of all valid tfransactions, description on a timely basis of the type of
fransaction in sufficient detail to permit proper classification of the fransaction for
reporting purposes, recording of the fransaction in the correct time period and
proper presentation of all fransactions and related disclosures in the financial
statements.

c. Control Procedures - proper authorization of fransactions and activities, adequate
segregation of duties, adequate documentation and records, adequate
safeguards regarding access and use of assets and records, and independent
checks on performance.

Funds are categorized by standard GAAP functional classifications; and the
development of new funds, departments, programs and accounts shall be approved by
the City Clerk.

Each fund in the City's budget will have an intfroductory statement of purpose which shall
consist of the intent of the fund; sources of revenue and restricted revenues, if any;
required reserves and justification for such reserves.

2.5. Financial Monitoring

The City Clerk is charged with the primary responsibility for monitoring the fiscal
implementation of the approved budget. In addition, the Clerk’s office will work closely
with other departments to apprise them of their financial status and of any potentialissues
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that may affect their budgets. The Clerk may review fiscal issues affecting any part of the
City organization. This activity supports the monitoring role and focuses on the protection
of City assets and the legal, efficient, and effective use of City resources. The Clerk will
provide the City Council with regular reports on the City’s finances including a financial
report containing budget versus actual revenue and expense information. The Council
will be given these reports in writing or electronic form on a quarterly basis.

2.6. Audit

The State of Alabama Constitution as well as federal laws and regulations will be followed
wherever they apply to the financial activities of the City. The source of historical financial
information about the City will be the central accounting system as operated and
maintained by the City Clerk. The source of all current and future budget information,
including spending plans, revenues, and expenditures, is the annual budget document.
The City will maintain an external audit performed by an independent public accounting
firm with subsequent issuance of a financial report and opinion.

2.7. Reporting Requirements

In accordance with Rule 15¢c2-12 of the Securities and Exchange Commission the City
has covenanted as a part of its 2019, 2020 and 2024 Warrants for the benefit of the holders
of the Warrants, to provide to the Municipal Securities Rulemaking Board (the “MSRB") (i)
certain financial information and operating data relating to the City on an annual basis
(the “Annual Financial Information”) within 180 days after the end of its fiscal year and (i)
notices (“Material Event Notices”) of the occurrence of the following events, if it deems
them to be material:

a. A delinguency in payment of principal of or inferest on the Warrants.

b. Non-payment defaults of the City, if material.

c. Unscheduled draws on the debt service reserve fund reflecting financial difficulties
of the City.

d. Unscheduled draws on any credit enhancements reflecting financial difficulties of
the City.

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

f. The existence of any adverse tax opinion with respect to the Warrants or events
affecting the tax-exempt status of interest on the Warrants.

g. Any modifications of the rights of the registered owners of the Warrants, if material.

h. Redemption of any of the Warrants prior to the stated maturity or mandatory
redemption date thereof.

i. Defeasance of the lien of any of the Warrants of the occurrence of circumstances
which, pursuant to such authorizing proceedings, would cause the Warrants, or
any of them to be no longer regarded as outstanding there under.

j. Therelease, substitution or sale of property securing repayment of the Warrants.

k. Any changes in published ratings affecting the Warrants.

I.  Bankrupftcy, insolvency, receivership or similar event of the City.

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

n. Appointment of a successor or additional trustee or the change of name of a
frustee, if any, if material.

0. Incurrence of a financial obligation, as defined in the Rule, of the City, if material,
or agreement to covenants, events of default, remedies, priority rights, or other
similar terms of a financial obligation, as defined in the Rule, of the City, any of
which affect holders of the Series 2020 Warrants, if material.

p. Default, event of acceleration, tfermination event, modification of terms, or other
similar events under the terms of a financial obligation, as defined in the Rule, of
the City, any of which reflect financial difficulties.

Beginning in the first full year after the passage of these policies, any and all information
required under its continuing disclosure agreement will be contained in the City's audit
in the supplementary information section. In addition, the City Clerk will establish certain
infernal controls to ensure that the obligations of the City's continuing disclosure
obligations are met.

Section 3 - Budget Policy

3.1. Overview

The annual budget is an operational plan which provides the Mayor and City Council
with the financial information necessary to guide resource allocation to accomplish the
goals and objectives of the City. The budget details how municipal services will be
provided. The budget provides the basis for the control of expenditures and set the
financial guidelines for the City.

3.2. Budget Philosophy

The City is committed to developing a sound financial plan for the operations and capital
improvements that meet the City's Strategic Plan goals. The City provides a wide variety
of services to residents and visitors. It is the responsibility of the Mayor and City Council to
adopt a budget and manage the available resources to best meet the service needs for
the overall good of the community. To achieve this, the City:

a. Utilizes conservative growth and revenue forecasts;

b. Prepares plans for operations and capital improvements;

c. Allows staff to manage the operating and capital budgets, with City Council
approving the allocations for both;

d. Adopts financial policies;

e. Establishes budgets for all funds based on adopted policies; and

f. Develops a budget that minimizes adverse impacts to the community.

3.3. Budget Preparation Process
Prior to the commencement of each fiscal year, the Mayor, in conjunction with the

administrative staff and the City's department heads, prepares an annual operating
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budget for City Council approval. The budget represents a complete financial plan for
the City and reflects the projection of all receipts and disbursements from all sources,
including all revenues, expenditures and the surplus or deficit in the General Fund and all
special funds of the City.

Once the budget is adopted by the City Council, the Mayor as chief executive officer is
authorized to approve transfers of budgeted amounts within the three major expenditure
categories -- capital, operating and personnel. Any expenditure request that results in
budget increases, overruns, or transfers from one of the three major expenditure
categories to another must, under existing procedures, have to be approved individually
by a majority vote of the City Council.

The budget for the General Fund is customarily adopted on a departmental line-item
basis consistent with generally accepted accounting principles (GAAP). Budgetary
conftrol is maintained at the departmental line-item level by the encumbrance of
estimated purchase amounts prior to the release of purchase orders to vendors.
Furthermore, the City is required to maintain at all times an undesignated General Fund
balance of 10% of the current fiscal year’'s General Fund recurring revenues.

The City maintains a three (3) year Capital Improvement Plan which forecasts
expenditures for capital improvements. This plan includes local roads and the City’s
financing share of non-local roads, drainage projects, and preservation of the natural
environment, public safety and acquisition of land for industrial and retail growth.

During the budget process, the Mayor requests that each department head assign
priorities to department capital improvements, by year, for the number of years to be
budgeted. After interviewing each department head, the Mayor then proposes a
Capital Improvements Program to the City Council for its consideration. Capital
expenditures were and will be funded with borrowings or with internally generated funds.

Section 4 - Debt Policy

4.1. Overview

The City recognizes the primary purpose of facilities is to support provision of services to
its residents. The City must balance debt financing and "pay-as-you-go" methods to meet
the capital needs of the community. The City realizes failure to meet the demands of
growth may inhibit its continued economic viability but also realizes too much debt has
detrimental effects. Historically, the City's total indebtedness has been minimal.

4.2. Authority to Issue Debt

The principal forms of indebtedness that the City is authorized to incur include general
obligation bonds, general obligation warrants, general obligation bond anticipation
notes, revenue anticipation notes, gasoline tax anticipation warrants, and various
revenue anticipation bonds and warrants relating to enterprises. In addition, the City has
the power to enter into certain leases which constitute a charge upon the general credit
of the City. General obligation warrants, general and special obligation bonds financing
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street, sidewalk and sewer improvements and supported (wholly or in part) by
assessments therefor, certain revenue anticipation bonds and notes and capitalized
lease obligations may be issued or incurred without voter approval.

Existing statutes also permit the City, without the approval of the electorate, to enter into
certain financing lease arrangements with county and municipal public building
authorities with respect to needed municipal buildings and facilities; such lease
arrangements are required to be on a year-to-year basis.

The City determines if an arrangement is a lease at inception. A contract is (or contains)
a lease if it conveys the right to control the use of an identified asset for a period of time
in exchange for consideration. Control is defined under the standard as having both the
right to obtain substantially all of the economic benefits from the use of the asset and the
right to direct the use of the asset. Management only reassesses its determination if the
terms and conditions of the contract are changed.

Effective with the implementation of GASB Statement No. 87 and subsequent
amendments, operating leases (with the exception of leases with a term of twelve
months or less) are recorded in operating lease right of use assets and obligations under
operating lease liabilities in the statement of net position. Leases with a term of twelve
months or less are considered short term leases and are accounted for as expenses in
the statement of activities as rental payments are incurred.

Operating and finance lease assets represent the City's right to use an underlying asset
for the lease term, and lease liabilities represent its obligation to make lease payments
arising from the lease. Lease assets and liabilities are recognized at commencement
date based on the present value of lease payments over the lease term. When the lease
does not provide an implicit rate, the City uses a risk-free rate using a period comparable
with that of the lease term in determining the present value of the lease payments. The
City uses the implicit rate when readily determinable. The City's lease terms may include
options to extend. Operating lease expense for lease payments are recognized on a
straight-line basis over the lease term. Finance lease expense includes two components:
straight-line amortization expense over the life of the underlying asset and interest
expense on the outstanding liability.

Il. Constitutional Debt Limit

The City's present constitutional debt limit is an amount equal to twenty percent (20%) of
the assessed value of the property therein. However, the following, among other types
of indebtedness, are under existing general law not chargeable to the City's
constitutional debt limit: obligations issued for the purpose of acquiring, providing or
constructing schools, waterworks or sewers; obligations incurred for street or sidewalk
improvements where the costs thereof, in whole orin part, are to be assessed against the
property abutting such improvements; subject to certain conditions, tax anticipation
notes; certain lease obligations; and revenue securities issued for the purpose of
extending, enlarging or improving water, electric, gas or sewer systems and payable
solely from the revenues of one or more of such systems.
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Section 5§ — Investment Policy

5.1. Overview

Investments and cash management are the responsibility of the Mayor and City Clerk.
The City's primary investment objective is to achieve a reasonable rate of return while
minimizing the potential for capital losses arising from financial market or interest rate
changes.

5.2. Collateral Requirements

The Security for Alabama Funds Enhancement (the “SAFE Program”), is encompassed in
Title 41, Chapter 14A, Code of Alabama 1975, as amended, to provide a uniform
program for the security of public funds deposited with financial institutions in the State
of Alabama that qualify to serve as depositories for public funds. The Program requires
any bank or financial institution in the State of Alabama, accepting any deposits of public
funds, to ensure those funds by pledging eligible collateral to the State Treasurer for the
SAFE collateral pool. The law further provides for safeguarding of public deposits by
requiring the entire pool and each participating financial institution to stand behind each
deposit. The majority of the City's investments are collateralized through the SAFE
program and the City depends heavily on this program to ensure the safety of its deposits
and investments with financial institutions.

5.3. Investment Guidelines

When making investment decisions, the City will consider the following in priority order
when determining investment options:

a. Safety
b. Liquidity
c. Yield

The City requires reporting yearly as a part of the budget process by the City Clerk on the
status of its investments and cash position to ensure compliance of these policies.

Section 6 - Fund Balance Policy

6.1. Overview

The City's Fund Balance is the accumulated difference between assets and liabilifies
within governmental funds. A sufficient fund balance allows the City to meet its
confractual obligations, provide funds for new and existing programs established by City
Council, mitigate negative revenue implications, mitigate economic downturns, fund
disaster or emergency costs, provide funds for cash flow timing discrepancies and fund
non-recurring expenses identified as necessary by City Council.
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6.2. Minimum Fund Balance

The City will establish and maintain fund balances based on evaluation of each
individual fund. The minimum balance will be set at a level that is considered the
minimum necessary to maintain the City's creditworthiness and to adequately provide
for negative budget items as described in the overview of this fund balance policy. In
addition to the designations noted above in the overview, fund balance levels will be
sufficient to meet funding requirements for projects approved in prior years which are
carried forward into a new fiscal year; debt service reserve requirements; reserves for
encumbrances; and other reserves or designations required by contractual obligations,
state law, or generally accepted accounting principles. Finally, the Council may
designate specific fund balance levels for future development of capital projects that it
has determined to be in the best long-term interest of the City.

6.3. Governmental Fund Balance Type Definitions

The Governmental Accounting Standards Board (GASB) issued Statement Number 54,
“Fund Balance Reporting and Governmental Fund Type Definitions” effective for periods
after June 15, 2010. The objective of this Statement was to enhance the usefulness of
fund balance information by providing clearer fund balance classifications that can be
more consistently applied and by clarifying the existing governmental fund type
definitions. This Statement establishes limitations on the purposes for which Fund Balance
can be used.

a. Non-spendable— amounts that are not in spendable form or are required to be
maintained intact.

b. Restricted — amounts constrained to specific purposes by their providers (such as
grantors, bondholders, and higher levels of government), through constitutional
provisions, or by enabling legislation.

c. Committed — amounts constrained to specific purposes by the City itself, using its
highest level of decision making authority (i.e., City Council). To be reported as
committed, amounts cannot be used for any other purpose unless the City takes
the same highest-level action to remove or change the constraint.

d. Assigned — amounts the City intends to use for a specific purpose. Intent can be
expressed by the City Council or by an official or body to which the City Council
delegates the authority.

e. Unassigned - amounts that are available for any purpose.

6.4. General Fund Unassigned Fund Balance

A top priority goal of the Mayor is to improve the long-term fiscal health of the City.
Revenue projections are conservative and authorized expenditures are closely
monitored. In stable economic times, the combination of these two strategies leads to
revenue collections higher than actual expenditures.

The City's policy is to accumulate adequate reserves to protect the City during

economic downturns or large scale emergencies. The City also maintains reserves that
are required by law or contract and that serve a specific purpose. These types of reserves
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are considered restricted and are not available for other uses. Within specific funds,
additional reserves may be maintained according to adopted policies.

The Government Finance Officers Association (GFOA) is a professional association of
state and local finance officers in the US and Canada whose members are dedicated
to the sound management of government financial resources. GFOA recommends that
“governments establish a formal policy on the level of unrestricted fund balance that
should be maintained in the general fund.”

The GFOA recommended, at a minimum, that general-purpose governments, regardless
of size, incorporate in its financial policies that unrestricted fund balance in their general
fund be no less than two months of regular general fund operating revenues or regular
General Fund operating expenditures.

The City's goal target range for General Fund Unassigned Fund Balance — 160 days of
operating expenses of the previous year's expenditure budget.

The City’s Unassigned Fund Balance as of September 30, 2023, was $10,885,956 which is
288 days of FY 2023 operating expenses.

Section 7 - Capital Improvement Program Policy

l. The purpose of the CIP is to systematically plan, schedule and finance capital projects
fo ensure cost-effectiveness as well as conformance with established policies. The CIP
will be a three-year plan organized into the same functional groupings used for the
operating programs. The CIP will reflect a balance between capital replacement
projects that repair, replace, or enhance existing facilities, equipment or infrastructure;
and capital facility projects that significantly expand or add to the City's existing fixed
assefts.

Construction projects, equipment purchases, and certain studies that cost $5,000 or more
will be included in the Capital improvement Plan (CIP). Small purchases of less than
$5,000 generally will be included within the operating program budgets. CIP projects are
also infrequent in nature, there will be operating and maintenance projects that exceed
the $5,000 threshold but will not qualify as CIP projects.

The Clerk, Mayor, applicable Council Members, and applicable department personnel
will review project proposals, determine project phasing, and review and evaluate the
draft CIP budget. The City will have an annual CIP appropriation that is based on the
projects designated by the City Council through adoption of the five-year capital
improvements financial plan. Adoption of the CIP document does not automatically
authorize funding for the entire five-year plan. The first year of the plan is included as part
of the annual budget process and will be authorized by the City Council with budget
authorization and adoption. From time to time the CIP will need to be amended by the
City Council due to unforeseen needs or opportunities. In addition, during times when
the City's expenditures exceed the City's revenues, the CIP may be suspended or
cutback to help balance the budget, maintain fiscal health, and provide fiscal relief in
times of emergency.
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APPROVED AND ADOPTED BY THE HELENA CITY COUNTY ON THIS 26™ DAY OF AUGUST,
2024.

[SEAL]
J. Brian Puckett, Mayor
Chris Willis, Council Member
Chris VanCleave, Council Member
Alice Lobell, Council President
ATTEST:

Laura Joseph, Council Member

Amanda C. Traywick, City Clerk

Harold Woodman, Council Member
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