
 

CITY OF SURPRISE 
Regular City Council Work Session  

16000 N. Civic Center Plaza 
 Surprise, AZ 85374 

Tuesday, May 2, 2023 @ 4:00 PM 
COUNCIL CHAMBERS 

 
 
A. Call To Order 
B. Roll Call 
C. Pledge of Allegiance 
D. Proclamation and Community Acknowledgements 
E. City Manager Report 
F. City Clerk Report 
G. Call To The Public 
    

  

INSTRUCTIONS: In order to address the City Council, you will need to fill out a Call to the Public 
Form available at the front counter, and then turn it in to the City Clerk before the meeting begins. 
Download the Call to the Public form (PDF download requires Adobe Acrobat Reader) 
Fill out the Call to the Public form online If submitting form electronically, please submit to City 
Clerk at least one hour before the meeting start time. 
The Call to the Public form is also available at the front counter. 
 
Note: A.R.S. 38-431.01(H)- During this time members of the public may address City Council only 
on issues within the jurisdiction of the City Council which are not an item on the agenda. At the 
conclusion of the open call, City Council may respond to criticism, may ask staff to review the 
matter or may ask that the matter be put on a future agenda. No discussion or action shall take 
place on any item raised. 
 
Approval of items on the Consent Agenda – all items with an asterisk (*) are considered to be 
routine matters and will be enacted by one motion and one roll call vote to the City Council. There 
will be no separate discussion on these items unless a Councilmember requests, in which event 
the item will be removed from the consent agenda and considered in its normal sequence on the 
agenda. 
 
Please be aware that Council Members may not discuss or respond to matters raised during call 
to the public that are not specifically identified on the agenda. Council Members may however, in 
their discretion, discuss or respond to relevant matters raised during a noticed public hearing or 
agenda item.  

    
H. Regular City Council Work Session Agenda 
  CONSENT AGENDA: 
  REGULAR AGENDA ITEM - PUBLIC HEARING: 
  REGULAR AGENDA ITEM - NON-PUBLIC HEARING: 
1. Citywide Presentation and discussion pertaining to annual 

updates to the City's financial policies.  
   Finance 

2. Citywide Presentation and discussion pertaining to the economic 
impact of art in communities. 

    
Kelsey Lamphier 
Arts, Culture & 
Library Department 

3. Citywide Presentation and discussion pertaining to updates to 
Capital Improvement Plan projects. 

  None 
  
Andrea Davis 
Finance 
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I. Other Business and Future Agenda Items 
J. City Council Reports 
K. Executive Session 

  
For information Purposes; Upon a public majority vote of a quorum of the City Council, the 
Council may hold an executive session, which will not be open to the public, but for only the 
following purposes:   

     
  - discussion or consideration of personnel matters (A.R.S. §38-431.03 (A)(1));   
  - discussion or consideration of records exempt by law from public inspection (A.R.S. §38-401.03 

(A)(2));  
L. Adjournment 
 
  
 SHERRY ANN AGUILAR, CITY CLERK, MMC 

 
POSTED: Thursday, April 27, 2023 @ 3:00 PM 
 
SPECIAL NOTE: PERSONS WITH SPECIAL ACCESSIBILITY NEEDS, INCLUDING LARGE  
PRINT MATERIALS OR INTERPRETER, SHOULD CONTACT THE CITY CLERK’S OFFICE @ 
623.222.1200 OR TTY 623.222.1002, BY NO LATER THAN 24 HOURS IN ADVANCE OF THE 
REGULAR SCHEDULED MEETING TIME. 
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CITY OF SURPRISE 
Regular City Council Work Session  

  

 

Council Meeting Date: May 2, 2023 Contact Person:  
Submitting Department: Finance District: Citywide 
Staff Recommendations:      
 

 
Consent: No Regular: Yes Public Hearing: No Report/Discussion: No 

 
Agenda Wording: 
Presentation and discussion pertaining to annual updates to the City's financial policies.  

 
Motion: 
None; discussion only. 

 
Background: 
Comprehensive financial policies are an important element of solid financial structure and long-term 
financial planning. These policies, which are reviewed and updated annually, cover the areas of 
Operating Management, Capital Management, Debt Management, Minimum Fund Balance, and 
Financial Reporting. The City's Budget Amendment Policies and Procedures are also included as part of 
this annual review.  

 
Objective Analysis: 
The City’s financial policies provide the road map for financial operations and demonstrate the City’s 
commitment to sound financial management practices.  

 
Policy Compliant: 
This item is compliant with City and Council policies and will meet the requirements set forth by A.R.S. 
38-863.01.  

 
Financial Impact: 
None at this time; however, topics covered in this presentation could lead to future actions which may 
have a fiscal impact.  

 
Budget Impact: 
None at this time; however, topics covered in this presentation could lead to future actions which may 
have a budgetary impact.  
FTE Impact: 
This item does not impact the overall full-time equivalent count.  
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ATTACHMENTS: 
1. FY2024 Budget Amendment Policy Redline 
2. FY2024 Financial Policies 04132023 Redline -  
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APPENDIX
Budget Amendment Policies and Procedures

BUDGET AMENDMENT POLICIES
AND PROCEDURES

A. Purpose

The following policy and procedures are established to implement a consistent and efficient process by which the 
adopted city budget may be amended.

B. Policy

Throughout the course of the fiscal year, amendments to the budget are necessary to address new issues, increased 
prices, and changes in scope of existing projects. This policy applies to all budget amendments initiated by the Mayor 
and City Council, the City Manager’s Office, and/or departments. The Finance Department shall finalize budget 
amendments following appropriate authorization per the schedule in Section D of this document and in accordance with 
the City’s Comprehensive Financial Management Policies.

Adopted Level of Budgetary Control
The budget is appropriated by department within each fund. The Capital Improvement Plan (CIP) is appropriated by 
project. 

C. Procedure

1. The requesting department shall prepare and submit to the Finance Department:

a. The draft Budget Amendment Resolution (if Council approval is required), and

b. A budget amendment journal with attached Budget Amendment Request form within the financial 
management system that has been approved by the Department Director or his/her designee.

The Finance Department budget point of contact shall review the request for availability of budget to be 
amended, appropriate authorization level, accuracy, and general reasonableness. The budget point of contact 
shall communicate any questions or comments to the department and recommend revisions as necessary. The 
budget point of contact shall then advance the budget amendment journal within the financial management 
system to the Assistant Finance Director if approved.   If applicable, the draft Budget Amendment Resolution 
will be updated by the budget point of contact and returned to the department to initiate a Request for Legal 
Services and City Council agenda item.  

2. The Assistant Finance Director or his/her designee shall review and approve the budget amendment journal. 
The journal shall then be advanced for the next approval as appropriate. 

a. Amendments requiring Finance Director approval shall be reviewed and approved within the financial 
management system.  

b. Amendments requiring City Manager approval shall be reviewed and approved within the financial 
management system.  

c. Amendments requiring City Council approval shall be held within the financial management system by the 
Finance Department until City Council action is complete, if approved by City Council, then the Assistant 
Finance Director or his/her designee will approve.

3. The Assistant Finance Director or his/her designee will post budget amendments in the financial management 
system, following appropriate authorization per the schedule in Section D of this document.
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APPENDIX
Budget Amendment Policies and Procedures

a. Year-end budget amendments necessary to close out the fiscal year will be posted in the financial 
management system with approval from the Finance Director or his/her designee. These amendments 
require final approval by the appropriate authorization as noted in Section D. In the event final approval is 
not granted, amendments will be reversed. 

D. Authorization Levels:
Type of Amendment Category Sub-Category Authorization

Between Funds All All City Council Resolution

Between Departments All All City Council Resolution

Grants Revenue
Expense

Establishment/revision of 
a grant budget City Council Resolution

Full-time, part-time, 
overtime personnel Between divisions Department Director

Full-time, part-time or 
overtime personnel

To/from any other 
category City ManagerPersonnel

Any change in FTE count 
or count of FT positions All City Council Resolution

Commodities/Supplies/
Contractual Services/Non-CIP 
Capital

Within a Department Between divisions or 
within a division Department Director

Capital
CIP 
(including change in total 
amount and/or change in 
scope)

All City Council Resolution

Contingency All All City Council Resolution

Carryforward All All Finance Director*

Development Agreements and 
Debt Service Obligations All All Finance Director*

Healthcare, Workers’ 
Compensation, & Insurance 
Claim Obligations

All All Finance Director*

Emergency Reserve All All City Manager*

*The level of authorization for these types of amendments is based on the need to immediately restrict or allow expenses 
or reimbursements.  The authorized approver shall provide a summary report to the City Council on the movement of 
these funds who will then take action on the necessary budget amendments by Resolution. 

E. Relationship to Previously Established Policy 
No qualifying statement, previously established rules or procedures shall be used to negate the spirit or intent of this 
statement of policy.

Page 6 of 39



APPENDIX
Comprehensive Financial Management Policies

CITY OF SURPRISE, ARIZONA
COMPREHENSIVE FINANCIAL MANAGEMENT POLICIES

EFFECTIVE JULY 1, 20232022

Introduction

The City Council strives to build a financially resilient government through financial policies and long-term financial 
planning. The City Council’s Strategic Plan Framework, goals, and objectives provide the foundation for the 
comprehensive financial management policies. The City’s comprehensive financial management policies provide the 
roadmap to achieve financial resiliency and demonstrate the City’s commitment to sound financial management 
practices., Aas defined by the Government Finance Officers Association (GFOA). The GFOA , the City Council strives 
to build a financially resilient government through financial policies and long-term financial planning.  has identified eight 
characteristics of a financially resilient government:

1. Diversity:  Avoid reliance on a single solution.
2. Redundancy:  Avoid having only one path of rescue.
3. Decentralization:  Centralized systems look strong, but failure is catastrophic.
4. Transparency:  Make it easier to figure out where a problem may lie.  Share plans and listen when people point 

out flaws.
5. Collaboration:  Working together to become stronger.
6. Fail Gracefully:  Failure happens.  Make sure failure won’t make things worse.
7. Flexibility:  Be ready to change when plans aren’t working.  Don’t expect stability.
8. Foresight:  Think and prepare.

Financial policies contribute to increased public confidence and trust as well as provide clear direction to City staff 
concerning the diligence and stewardship with which public monies are to be managed.  Adopted financial policies show 
our citizens, the credit rating industry, and prospective investors (bond buyers) the City’s commitment to financial 
resiliency. These policies are presented in the following five areas:

1. Operating Management
2. Capital Management
3. Debt Management
4. Minimum Fund Balance
5. Financial Reporting

Operating Management Policies

1. All departments will participate in the responsibility of meeting policy goals and ensuring long-term financial 
resiliency. 

2. The budget shall be considered balanced if revenues plus use of fund balance are equal to or exceed total 
expenses, by fund.  The budget process is intended to weigh all competing requests for City resources, within 
expected fiscal constraints.

3. The City Budget is adopted by department within each fund and by project in the capital funds.

4. The full-time equivalent (FTE) count and number of full-time positions are adopted by department within each 
fund.

5. Budget amendments will be done in accordance with the Budget Amendment Policies and Procedures.
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APPENDIX
Comprehensive Financial Management Policies

6. Long-range financial plans will be prepared to guide the City and ensure the delivery of needed services due to 
changes in the economy, service demands, and capital improvements.
 

6.7.Regional considerations and intergovernmental relationships will be evaluated to fund both operating services 
and capital projects.

7.8.The City Council will consider citizen input and review the operating and capital budget recommendations from 
an outcome and goals perspective.

8.9.A diversified revenue system will be developed to protect City services.

9.10. The City Council will set the amount to be received from primary property taxes annually.  The amount 
is limited to one-hundred and two percent (102%) of the prior fiscal year’s maximum allowable levy plus new 
construction and reimbursement for the prior calendar year’s tort liability payments.

10. The City currently imposes an additional one and one-half percent (1.5%) transaction privilege tax on 
construction dedicated to the construction of new roadways and to refurbishing existing transportation corridors. 
The revenue is recorded in the Transportation Improvement Fund. 

11. The City currently imposes a four and fifty-two hundredths percent (4.52%) transaction privilege tax on transient 
lodging. The four and fifty-two hundredths percent (4.52%) tax rate is then split, with three and fifty-two 
hundredths percent (3.52%) recorded in the Tourism Fund to be used for promoting tourism and one percent 
(1.0%) recorded in the General Fund. The three and fifty-two hundredths percent (3.52%) recorded in the 
Tourism Fund has been committed by City Council to be used for promoting tourism. Of the amount recorded in 
the Tourism Fund, the Tourism Fund Subcommittee has designated that seventy-five percent (75%) is spent for 
sports tourism facility development and improvement and twenty-five percent (25%) on marketing, studies, and 
special events.  Any revenue generated by Tourism Funded special events will remain in the Tourism Fund for 
future use.

12. Water, Wastewater, Stormwater, and Solid Waste user fees and charges will be examined annually to ensure 
they recover all direct and indirect costs of service and will be approved by the City Council.

13. All user fees (excluding water, wastewater, stormwater, and solid waste) will be examined periodically to 
determine the direct and indirect cost of service recovery rate. The acceptable recovery rate and any associated 
changes to user fees and charges will be approved by the City Council. 

14. Grant funding will be considered to leverage City funds and requires City Council approval prior to acceptance.  

15. Cash balances identified for investments will be maintained in accordance with state law and the adopted 
investment policy to ensure that proper controls and safeguards are maintained. City funds will be managed with 
an emphasis on safety of principal, liquidity, and yield, in that order.

16. Employee compensation and benefits will be administered in accordance with the policy given by the City 
Council.  Healthcare costs will be shared between the City and employees and this allocation will be evaluated 
annually.

17. The Healthcare Self-Insurance Trust Fund was created under the authority of Arizona Revised Statute § 11-981.  
The Board of Trustees is charged to administer the trust fund and “make recommendations to the City Council 
regarding trust fund programs, including amount of appropriations to assure stability and security of the trust 
fund.”

Page 8 of 39



APPENDIX
Comprehensive Financial Management Policies

18. An actuarial evaluation will be performed annually to determine the Incurred but Not Reported (IBNR) claim 
liability.  This amount is required by accounting practices and represents the cost of unpaid claims (claims run-
out), assuming the City stops being self-insured.    
                     

19. The City will optimize the efficiency and effectiveness of its services to reduce costs and improve service quality.
20. The City will maintain a methodology for allocating the City’s indirect costs to service departments.  A consultant 

may be hired to update the plan periodically.

21. All cash transfers between funds must be approved by City Council.  Transfers to record capital assets within 
operating and capital funds are not presented to the City Council as these are administrative in nature.

22. All initial inter-fund loans must be approved by City Council.

23. All use of budgetary contingency accounts must be approved in accordance with the Budget Amendment 
Policies and Procedures prior to being expended.

24. A sustainable and consistent revenue source should be identified so that a portion of this source may be 
dedicated to asset replacement funding.    The amount dedicated to asset replacement will be incrementally 
increased each year until an adequate amount has been established as determined during the annual budget 
process.

25. Separate asset replacement funds will be established in the areas including, but not limited to, Information 
Technology/Communications, Fleet, Facilities, Roads, and Community Services.  The budget of each asset 
replacement fund will be managed by the appropriate department in order to meet the needs of their asset 
replacement program.  As part of the annual budget process, asset replacement funding will be allocated across 
these funds and any unspent amount will carryover year to year.  

Capital Management Policies

26. The City shall use an integrated approach to capital planning and financing in preparing a five-year Capital 
Improvement Plan.  Only the first year of the plan will be adopted by the City Council.

27. The Capital Improvement Plan will include funding to support repair and replacement of capital equipment and 
infrastructure.  A high priority should be placed on those items where deferring maintenance will result in greater 
cost to restore or replace.  Proposed capital projects will be prioritized based on the City Council’s goals and 
objectives, the General Plan, and master plans.

28. Future operating, maintenance, and replacement costs associated with new capital improvements will be 
included as a schedule within the annual budget document. Capital projects will include a fiscal impact statement 
disclosing the expected operating impact of the project and when such cost is expected to occur.

29. The City currently imposes a three and seven-tenths percent (3.7%) transaction privilege tax on construction. 
The three and seven-tenths percent (3.7%) tax rate is then split, with two and two-tenths percent (2.2%) retained 
in the General Capital Fund and one and one-half percent (1.5%) recorded in the Transportation Improvement 
Fund. Revenue recorded in the Transportation Improvement Fund is to be dedicated to either the construction 
of new roadways, or the maintenance and operation of existing transportation corridors within the city. All 
revenues from the two and two-tenths percent (2.2%) transaction privilege tax on construction will be retained 
in the General Capital Fund.
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APPENDIX
Comprehensive Financial Management Policies

30. As permitted by state law, the City shall maintain a financial structure to ensure future development pays for 
itself and is not a burden on existing residents (i.e. “growth pays for growth”).  Elements of this financial structure 
include impact fees, development agreements, Improvement Districts (IDs) and Community Facility Districts 
(CFDs).

31. Impact fees for infrastructure attributable to new development will be reviewed at least every other year to ensure 
that fees recover all direct and indirect development-related expenses, as permitted by state law, and will be 
approved by the City Council.  

32.31.
33.32. Any capital assets dedicated or donated to the City such as infrastructure, land, right-of-ways, 

easements, etc. must be approved by the City Council. Any capital asset dedicated or donated to the city  which 
must include a  valuation of the assets.  

Debt Management Policies

34.33. The City shall periodically report measurable steps taken in striving towards achieving and maintaining 
the highest possible bond ratings. This will minimize borrowing costs, optimize access to credit, and demonstrate 
excellent financial stewardship on behalf of our residents.

35.34. An analysis showing how a new debt issue combined with current outstanding debt impacts the City’s 
debt capacity and conformance with City debt policies will accompany every proposal. 

36.35. General Obligation debt, which is supported by property tax revenues, will be utilized as authorized by 
voters. Other types of voter-approved debt (e.g. water and wastewater) may also be utilized when they are 
supported by dedicated revenue sources (e.g. fees and user charges).

37.36. The Arizona Constitution provides that the general obligation bonded indebtedness for a city may not 
exceed twenty percent (20%) of the net secondary assessed valuation of the taxable property of the city for 
projects for purposes of water, wastewater, artificial light, open space preserves, parks and recreational facilities, 
public safety, law enforcement, fire and emergency services facilities, streets, and transportation facilities. 
Outstanding general obligation bonded indebtedness for all other purposes may not exceed six percent (6%) of 
the City's net secondary assessed valuation.

38.37. Municipal Property Corporation, Ttrust agreements, and contractual debt, all of which are non-voter 
approved, will be utilized only when approved by City Council.
 

39.38. Improvement District (ID) and Community Facility District (CFD) bonds shall be permitted only when 
there is a general City benefit as defined and approved by the City Council. 

40.39. Utility rates will be established to ensure the ratio of net revenues to debt service meets bond indenture 
requirements. 

41.40. The City will follow appropriate procedures with regard to obligations under continuing disclosure 
undertakings as identified by the Securities and Exchange Commission under the Securities Exchange Act of 
1934.

42.41. The City will follow appropriate procedures with regard to tax-exempt obligations as identified by the 
Internal Revenue Code of 1986.

Minimum Fund Balance Policies
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APPENDIX
Comprehensive Financial Management Policies

43.42. Minimum fund balances are not intended to be spent.  The purpose of the minimum fund balance is to 
ensure the City has adequate resources to meet its needs. If the necessity arises to draw down a fund balance 
below the minimum requirements that have been set, a plan to replenish the minimum fund balance will be 
presented to the City Council for approval.  

44.43. Minimum fund balance requirements will be evaluated annually for long-term adequacy and use 
requirements.

45.44. The City has formally adopted a minimum fund balance policy for the following governmental funds: 

a. The General Fund will maintain a reserve equal to at least three months of budgeted personnel, supplies, 
and services for the General Fund, Ground Ambulance Fund, Sports and Tourism Fund, and Highway 
User Revenue Fund.  This amount will be allocated across a three-part reserve as follows:

i. Ten percent (10%) will be dedicated to an Emergency Reserve for unexpected, large-scale 
expenses resulting from events where immediate, remedial action must be taken to protect the 
health and safety of residents, all unassigned fund balance has been exhausted, and no amount 
previously appropriated by the City Council is otherwise available.  Any use of the Emergency 
Reserve must be approved by the City Manager or designee.  When this occurs, the City 
Manager shall provide a summary report to the City Council as soon as practical on the usage 
of these funds and have City Council approve any necessary budget amendments.  At that time, 
the City Manager will also present a plan to restore the Emergency Reserve within the next 
fiscal year following the fiscal year in which the event occurred.

ii. Sixty percent (60%) will be dedicated to an Operating Reserve for unexpected events such as 
failure of the state to remit revenues to the City, loss of state shared revenues, or other 
impairment of a significant funding source for the remainder of the fiscal year.  The Operating 
Reserve may also be used for unexpected mandates or other events that cause the City to incur 
unplanned expenses.  The Operating Reserve allows for the continuance of critical City services 
due to these unanticipated events and is done so after all unassigned fund balance has been 
exhausted and no amount previously appropriated by the City Council is otherwise available.  
Any use of the Operating Reserve, and associated budget amendments, must be approved by 
the City Council and include a repayment plan that projects to restore the Operating Reserve 
within two fiscal years following the fiscal year in which the event occurred.
  

iii. Thirty percent (30%) will be dedicated to a Stabilization Reserve to provide funding to offset 
reductions in revenues resulting from fluctuations in the economic cycle that cannot be 
otherwise absorbed by the operating budget.  The reserve funds will provide time for the City to 
restructure its operations in a deliberate manner to ensure continuance of critical City activities 
and is used after all unassigned fund balance has been exhausted and no amount previously 
appropriated by the City Council is otherwise available.  Any use of the Budget Stabilization 
Reserve, and associated budget amendments, must be approved by the City Council and 
include a repayment plan, based on a multi-year financial projection, that plans to restore the 
Budget Stabilization Reserve within the three fiscal years following the fiscal year in which the 
event occurred.

b. General Capital Fund of $1.0M

c. Transportation Improvement Fund of $0.5M
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Comprehensive Financial Management Policies

d. Street Light Improvement Districts (SLIDs).  SLIDs have a maximum levy limit of $1.20 per $100 of 
assessed valuation in accordance with A.R.S. § 48-616.  To the extent that the levy limit has not been 
exceeded, taxes will be levied at a rate that will approach an individual ending fund balance reserve of 
five percent (5%) of its budgeted annual expenses.

e. Tourism Fund of $5,000.

f. The Spring Training Ticket Surcharge Fund will have a minimum fund balance of $600,000.  Any excess 
fund balance remaining as of June 30 shall be remitted to the General Fund.

g. The Water Fund will have a four-part reserve as follows:

i. The City will maintain an Operating Reserve equal to the average of budgeted personnel, 
supplies, and services expenses over a three-month period for that year’s Council Adopted 
Budget for the Water Fund.

ii. The City will maintain an Asset Reserve equal to two percent (2%) of tangible capital assets of 
the system as of June 30 from the previous fiscal year.

iii. The City will maintain a Rate Stabilization Reserve equal to five percent (5%) of the total charges 
for services revenue.  Monies may be withdrawn from this reserve to supplement operating 
revenue shortfalls caused by various economic factors which may cause either reduced 
revenues or an unforeseen increase in expenses. Any use of the Rate Stabilization Reserve, 
and associated budget amendments, must be approved by the City Council and include a 
repayment plan, based on a multi-year financial projection, that plans to restore the Rate 
Stabilization Reserve within the four fiscal years following the fiscal year in which the event 
occurred.

iv. The City will maintain a Resource Portfolio Reserve equal to fifteen percent (15%) of the total 
cost of delivery and capital charges for Municipal and Industrial plus the Phoenix Active 
Management Area (AMA) Underground Storage charges multiplied by the total amount of the 
City’s Central Arizona Project (CAP) allocation. 

h. The Wastewater Fund will have a three-part reserve as follows:

i. The City will maintain an Operating Reserve equal to the average of budgeted personnel, 
supplies, and services expenses over a three-month period for that year’s Council Adopted 
Budget for the Wastewater Fund.

ii. The City will maintain an Asset Reserve equal to two percent (2%) of tangible capital assets of 
the system as of June 30 from the previous fiscal year.

iii. The City will maintain a Rate Stabilization Reserve equal to five percent (5%) of the total charges 
for services revenue. Monies may be withdrawn from this reserve to supplement operating 
revenue shortfalls caused by various economic factors which may cause either reduced 
revenues or an unforeseen increase in expenses. Any use of the Rate Stabilization Reserve, 
and associated budget amendments, must be approved by the City Council and include a 
repayment plan, based on a multi-year financial projection, that plans to restore the Rate 
Stabilization Reserve within the four fiscal years following the fiscal year in which the event 
occurred.

i. The Stormwater Fund will have a three-part reserve as follows:
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i. The City will maintain an amount equal to the average budgeted personnel, supplies, and 
services expenses over a two-month period for that year’s Council Adopted Budget for the 
Stormwater Fund.

ii. The City will maintain an amount equal to two percent (2%) of tangible capital assets of the 
system as of June 30 from the previous fiscal year for repair and replacement.

iii. The City will maintain a Rate Stabilization Reserve equal to five percent (5%) of the total 
revenues collected through charges for services.  Monies may be withdrawn from this reserve 
to supplement operating revenue shortfalls caused by various economic factors which may 
cause either reduced revenues or an unforeseen increase in expenses. Any use of the Rate 
Stabilization Reserve, and associated budget amendments, must be approved by the City 
Council and include a repayment plan, based on a multi-year financial projection, that plans to 
restore the Rate Stabilization Reserve within the four fiscal years following the fiscal year in 
which the event occurred.

j. The Solid Waste Fund will have a four-part reserve as follows:

i. The City will maintain an Operating Reserve equal to the average of budgeted personnel, 
supplies, and services expenses over a three-month period for that year’s Council Adopted 
Budget for the Solid Waste Fund.

ii. The City will maintain an Asset Reserve equal to two percent (2%) of tangible capital assets of 
the system as of June 30 from the previous fiscal year.

iii. The City will maintain a Rate Stabilization Reserve equal to five percent (5%) of the total charges 
for services revenue. Monies may be withdrawn from this reserve to supplement operating 
revenue shortfalls caused by various economic factors which may cause either reduced 
revenues or an unforeseen increase in expenses. Any use of the Rate Stabilization Reserve, 
and associated budget amendments, must be approved by the City Council and include a 
repayment plan, based on a multi-year financial projection, that plans to restore the Rate 
Stabilization Reserve within the four fiscal years following the fiscal year in which the event 
occurred.

iv. As the Solid Waste Utility has excess revenues, the City will maintain a phased Contingency 
Reserve equal to one-half percent (0.5%) of personnel, supplies and services expenses 
beginning in FY2022 and increased to one percent (1%) for each subsequent year through 
FY2024. 

k. The Risk Management Fund will maintain an amount that, together with purchased insurance policies, 
will adequately indemnify the City. The appropriate funding level will be set at three times the maximum 
annual loss of $250,000 which is equal to $750,000, which will be approved by the City Council.

l. The Healthcare Self-Insurance Trust Fund (“Trust Fund”) will maintain an amount at a level which, 
together with purchased insurance policies (individual and aggregate stop loss), will adequately 
indemnify the City. The City has established an Adverse Times Reserve.  The purpose of this reserve 
is to address cash flow needs caused by periods in which claim payments exceed projections.  The 
target amount of this reserve is at least twenty-five percent (25%) of expected annual claims.  If, at any 
time prior to the end of the fiscal year, the Trust Fund’s target reserve is met and fully funded for the 
entire fiscal year based on the original budget projections approved by the City Council, the Finance 
Director shall document such funding and, after consulting with the City Manager, may conduct an 
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evaluation of the claims incurred by the Trust Fund year to date, and if fiscally and financially prudent 
based on the claims incurred, Transfer from the City’s various operating funds only that portion of the 
Employer premium necessary to cover actual claims incurred, such that the Trust Fund revenues are 
equal to the Trust Fund expenses, and the Trust Fund account experiences a zero change in net 
position.  At all times the City will continue to transfer and deposit into the Trust Fund 100% of the 
monthly employee premiums collected.

m. The Workers’ Compensation Self-Insurance Trust Fund will maintain an amount which, together with 
the purchased excess insurance policy will adequately indemnify the City.   The City has established an 
Adverse Times Reserve of $3,000,000.  The purpose of this reserve is to maintain the regulatory 
required reserve and industry standard reserve.

m.n. Other funds, such as the Net Premium Seating Fund, have minimum fund balance requirements 
which are established by contract.  These requirements will be monitored annually as part of the budget 
process to ensure compliance with contractual agreements.   

Financial Reporting Policies

46.45. The City’s Finance Director will develop standard operating procedures to ensure the City’s accounting 
and financial reporting systems are maintained in conformance with all state and federal laws, Generally 
Accepted Accounting Principles (GAAP) and the standards of the Governmental Accounting Standards Board 
(GASB).

47.46. An annual audit will be performed by an independent public accounting firm.  The City will prepare an 
Annual Comprehensive Financial Report (ACFR) with the objective of receiving an unmodified (“clean”) audit 
opinion.  The independent auditor will present and discuss audit findings regarding internal controls and 
operational issues to the Audit Committee at a public meeting.

ACFR Fund Balance Reporting

1. The hierarchy from least spendable to most spendable fund balance for governmental funds of the 
City shall be: non-spendable, restricted, committed, assigned and unassigned.  When funds are 
available from multiple classifications, it is the City’s policy to utilize the most restrictive funding first.

2. Non-spendable fund balances are determined solely by their form.

3. Restricted fund balances are determined solely by the constraints placed on the use of the 
resources.

4. Committed fund balance represents amounts that have been constrained to a specific use by the 
formal action of the City’s highest level of decision-making authority, the City Council. A majority 
vote of the City Council is necessary to establish, modify, or rescind a fund balance commitment.

5. The City has elected the following commitments of fund balance to be standardized from year to 
year.   

a. A commitment for repair and replacement of general government vehicles and other rolling 
stock will be maintained based upon lifecycle replacement plans prepared annually.  This 
commitment shall be maintained in the Vehicle Replacement Fund.

b. A commitment of a one and one-half percent (1.5%) construction sales tax to be used solely 
for the purposes of paying costs related to new roadways and to refurbish existing 
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Comprehensive Financial Management Policies

transportation corridors, to be maintained in the Transportation Improvement Fund 
(Ordinance No. 05-13).

c. In addition to the two and fifty-two hundredths percent (2.52%) transient lodging tax 
restricted by state statute, a commitment of an additional 1.0% transient lodging tax for a 
total of three and fifty-two hundredths percent (3.52%) will be used to promote tourism and 
be maintained in the Tourism Fund (Ordinance No. 2010-04).

6. In order to be reported as committed fund balance in the ACFR the City Council must approve the 
commitments prior to June 30th.  However, the amount of the commitment may be determined after 
June 30th.
  

6.7.Amounts that have been constrained by the City’s intent to be used for a specific purpose and are 
neither restricted nor committed are reported as assigned fund balance.  The City Council has 
designated the authority to assign amounts to be used for specific purposes to the Chief Financial 
Officer (CFO).

48.47. The City’s ACFR will be submitted annually to the Government Finance Officers Association (GFOA) 
Certificate of Achievement for Excellence in Financial Reporting program.  

49.48. The City’s Budget will be submitted to the Government Finance Officers Association (GFOA) 
Distinguished Budget Presentation program.

50.49. A financial report will be presented to the City Council no less than quarterly.

Public Safety Pension Funding

51.50. The City Council formally accepts the assets, liabilities, and current funding ratio of the City’s PSPRS 
trust funds from the June 30, 20221 actuarial valuation, which are detailed below.

Accrued
Trust Fund Assets

Liability

Unfunded 
Actuarial 

Accrued Liability
Funded 
Ratio

Surprise Police $65,172,643 $96,473,442 $31,300,799 67.6%
Surprise Fire $74,960,080 $93,962,761 $19,002,681 79.8%

City of Surprise 
Totals $140,132,723 $190,436,203 $50,303,480 73.6%

52.51. The City Council’s PSPRS funding ratio goal is 100% (fully funded) by June 30, 2036. To achieve this 
goal, the City will do the following:

a. Pay the Annual Required Contribution (ARC) payment from operating funds. The estimated combined 
ARC for FY20243 is $9,025,571.

b. Fund the fiscal year annual pension cost at the beginning of each fiscal year with the budgeted 
contribution amounts as estimated based on actuarial reports. The budgeted contribution amount will 
be based on the highest potential cost assuming that each qualifying position participating in PSPRS is 
fully staffed. If, during the course of the year, the required contribution amount exceeds the original 
budgeted amount, the City will contribute the additional funds on a per pay period basis to meet its 
funding obligations. 
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c. Establish a Public Safety Pension Reserve dedicated for the PSPRS unfunded liability.  During year-
end close, or at such other time as economically feasible as determined by the Finance Director and 
City Manager, and approved by Council, the amount of budget in excess of actual expenditures for the 
police and fire departments - personnel, supplies and service categories (operating expenses), within 
the General Fund, will be transferred into the Public Safety Pension Reserve.

d. The City’s Finance Department will provide an annual update on the financial position of the PSPRS 
trust funds to City Council.

d.

e. During the annual budget process or at such other time as economically feasible as determined by the 
Finance Director and approved by Council, Council will review the feasibility of making additional 
payments to the Public Safety Pension Reserve.
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CITY OF SURPRISE 
Regular City Council Work Session  

  

 

Council Meeting Date: May 2, 2023 Contact Person: Kelsey Lamphier, Acting Director 
Submitting Department: Arts, Culture & Library 
Department 

District: Citywide 

Staff Recommendations:      
 

 
Consent: No Regular: Yes Public Hearing: No Report/Discussion: No 

 
Agenda Wording: 
Presentation and discussion pertaining to the economic impact of art in communities. 

 
Motion: 
None, discussion only. 

 
Background: 
A Study of the Impact of Arts and Culture in Arizona was complied from various data resources. The 
What’s Happening Art Movement (WHAM) has provided an in-depth analysis on the true impact of arts 
in the community to include organizations, support, economic impact, social impact, education and 
support. 

 
Objective Analysis: 
The ‘creative economy’ plays an important role in the economic development of our country, state, and 
city. Arts and culture-related non-profits and businesses provide direct benefits by creating jobs, 
attracting investments, generating tax revenues, and stimulating local economies through tourism and 
consumer purchases. 

 
Policy Compliant: 
This item is consistent with city and council policies. 

 
Financial Impact: 
None at this time; however, topics covered in this presentation may lead to future action which may 
have a fiscal impact. 

 
Budget Impact: 
None at this time; however, topics covered in this presentation may lead to future action which may 
have a budget impact. 
FTE Impact: 
This item does not change the full-time equivalent count. 
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ATTACHMENTS: 
1. WHAM Economic Impact Study 
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ARTS & 

CULTURE
IMPACT

Connie Whitlock
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OVERVIEW

Projected Population of Surprise 

in 2040: 247,084
(ESI Corporation Market Study)

Demographics of Arts Engaged 

households in Surprise Area 

2023 within a 5-mile radius of 

Surprise OTS:

Total Count: 4,519

Average Income: $75k

Average Age: 45+

Demographic Overview
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OVERVIEW

Every day, nonprofit arts and
culture organizations act as
economic drivers, creating an
industry that supports jobs,
generates government revenue,
and is the cornerstone of our
tourism industry.

There are 28,549 Non-profit Arts
and Cultural Organizations in
Arizona.

Art Organizations 
in Surprise

Groundfloor Artists
Musical Surprise
Stage Left Productions
Vista Performing Arts
West Valley Arts HQ
WHAM
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ART ORGANIZATIONS
Annual Budgets
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ART SUPPORT
Community Investment

Non-Profit Organizations 
rely on Community Support.

Cities that emphasis art 
benefit through:
• More civic and social 

engagement
• Better child welfare
• Lower poverty rates
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ART ECONOMIC IMPACT
Contribution to local businesses
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ART ECONOMIC IMPACT
Overall US impact

Despite setbacks for the creative industries, the overall 
arts economy in 2021 represented 4.4 % of GDP, or just 
over 1.0 Trillion – a new high water mark in The U.S.

Additionally in 2021, just under 4.9  million workers 
were employed to produce arts and cultural goods and 
services, which is less than the 2019 pre-pandemic 
level of 5.2 million but more than 2020 level of 4.6 
million. 

This annual report underscores that arts and culture 
are an essential part of the American Economy.
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ART ECONOMIC IMPACT
Overall Arizona Impact

Arizona Added Economic Value*:

$11.6B
Share of Art Value:

2.8%
Arts worker compensation:

$6.4B
Arts employment:

84,701

*2021 data

Even in a strong economy, some
perceive the arts as an unaffordable
luxury.

TRANSFORMING CITIES
Entrepreneurial Opportunities
Attracting High Level Talent
Neighborhood Development
Collaborative Working Spaces
Increase Business Competitiveness
Quality of Life/Place
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ART ECONOMIC IMPACT
Partnering with Businesses

Companies need talent that can respond to an ever-changing world 
of work.  Participation in creative expression fosters and incubates 
the essential skills and leadership needed in today’s world. 

Innovation can be defined as applied creativity and partnering with 
arts organizations and artists unlocks pathways to that innovation.

PARTNERSHIPS are essential for building 
healthy businesses and vibrant communities
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ART SOCIAL IMPACT
Making Surprise a place to Live, Work, and Play

Many Americans – especially 
lawmakers – think of the 
arts and arts education as a luxury. 

Social Return much more than 
financial
Inputs, outputs, and outcomes 
crucial

We need art 

to keep us 

connected

Natural Human Behavior

Communication

Healing

Storytelling /History

Shared Experience

ART IS…

ART IMPROVES…
Academic achievement

Social Skills

Critical Thinking

Creative ThinkingArt reflects culture, and culture reflects Art.
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ART IN EDUCATION
Supporting our Students

According to Scholaroo.com,
Arizona ranks 47th for the
least educated, 38th for
educational attainment,
48th for school quality and
48th in the number of
colleges/universities per
100,000 adults.

Arizona Citizens For the Arts
says that 41% of all AZ
schools provide NO art.
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ART IN EDUCATION
Arizona Arts Requirement in K-8
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ART IN EDUCATION
School Participation with Arts Organizations

In the literary arts alone, an 
average of 4,852 students 
from 112 high schools in 
Arizona participated in Poetry 
Out Loud annually.
The NEA Big Read initiative 
generated 65 community 
events in the state, involving 
more than 2,360 adults and 
students.
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ART SUPPORT
How Art Organizations are Funded
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ART SUPPORT
Following the Arts Dollars

Money invested in arts and 
culture by the State of 
Arizona leverages earned 
income and contributed 
income, as well as
additional funding from 
cities, counties and the
federal government.
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WHEN YOU PARTNER WITH LOCAL ARTS, YOU 

PARTNER WITH THE WHOLE CITY.

Many feel art is an expense BUT it should be seen as an investment
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ART CREATIVE ECONOMY
Defining

Creative Economy 

A new economic 
industry cluster based 
on the businesses and 
people who produce 
intellectually protected 
goods and services 
generated from 
aesthetic or cultural 
content 

Creative Enterprises 

The set of business 
enterprises and their 
workers who make up the 
creative economy in a 
particular locale

Creative Occupations

The workers whose jobs 
are producing/ 
distributing a creative 
good or service in any 
type of business

BUSINESSES DEVELOP DIFFERENTATION STRATEGIES IN A CREATIVE ECONOMY
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ART CREATIVE ECONOMY
Art is COLLECTIVE

Arts and cultural organizations do not exist in a vacuum, they 
exist as a part of the fabric of their communities.   It is not an 
individual act, but includes material supplies, distributors, critics, 
patrons, and audience members.

Create jobs

Influence production

Connect businesses

ART HELPS TO…
Create social connections

Create community
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ART CONCLUSION

Questions for Surprise to think about:

• Do we believe that creativity is a key differentiator for talent 
attraction, business development, and community 
engagement?

• If so, where does the creative ecosystem fit within overall 
metro development planning?

• If so, who will take the lead in facilitating a strategic plan for 
fostering a creative community – business, K-16 education, 
neighborhood development, etc.?

• Is there a ‘collective will’ to maximize Surprise’s creative 
capital for evolving itself into a resilient new economy city ?
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QUESTIONS / COMMENTS?

Connie Whitlock
Executive Director at WHAM Art Association

Connie.Whitlock@wham-art.org
623-640-5229

A Study of the Impact of Arts and Culture in Arizona Compiled  from data resources : NEA, Americans 
for The Arts, Arizona Commission on the Arts, Arts and Cultural Production Satellite Account (ASPCA,) 
Arizona Citizens for the Arts,  Phoenix Economic Development, Bureau of Economic Analysis (BEA), 
Arizona Non-Profits Foundation
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CITY OF SURPRISE 
Regular City Council Work Session  

  

 

Council Meeting Date: May 2, 2023 Contact Person: Andrea Davis, DIRECTOR - 
FINANCE 

Submitting Department: Finance District: Citywide 
Staff Recommendations: None     
 

 
Consent: No Regular: Yes Public Hearing: No Report/Discussion: No 

 
Agenda Wording: 
Presentation and discussion pertaining to updates to Capital Improvement Plan projects. 

 
Motion: 
None, discussion only. 

 
Background: 
With the adoption of the FY23 Budget, the City Council prioritized the 5 year CIP program. This 
presentation  is to provide an update on progress made and future funding. 

 
Objective Analysis: 
This item is informational only and is intended to provide an update on current CIP projects. 

 
Policy Compliant: 
This presentation is consistent with both City and Council policies. 

 
Financial Impact: 
This information is informational only, but may have a financial impact on the FY24 Final Budget. 

 
Budget Impact: 
This information is informational only, but may have a budgetary impact on the FY24 Final Budget. 
FTE Impact: 
This item has no impact on the FTE count. 

 
ATTACHMENTS:  
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