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Mayor’s Office
City of Hoover

Tony Petelos
Mayor

August 26, 2010

Hoover City Council
Hoover, Alabama

Dear Council Members:

The FY 2011 Budget for the City of Hoover was prepared with the input and support of all
departments. We accomplished a budget that met most of their significant needs, although it
did not grant them all of their requests.

We undertook a very conservative approach to revenue projections that resulted in an
approximate $1.6 million increase over the FY 2010 budgeted general fund revenues, but is less
than what we now anticipate collecting in FY 2010. Our general fund operating expenditure
increases are within this $1.6 million increase.

In order to reward our city employees and their commitment to providing our citizens quality
service, step increases will be reinstated. | am also requesting that the City move forward with
our education incentive program for the FY 2011 budget year. Furthermore, | am
recommending that all health insurance increases be absorbed by the City and not passed on to
the current employees. Even with these personnel expenditure increases, the overall increase
above the FY 2010 original budget is only $94,199. Due to the fragile nature of the economy,
we will revisit these salary and benefit increases each fiscal year.

This budget also includes carryover allocations for various capital projects and a small number
of new ones. Some of this is earmarked for replacement equipment, including a fire pumper

and police vehicles, as well as additional road projects and improvements to our technology
infrastructure.

Finally, | would like to thank the City Council members for your time in facilitating this budget
process.

Sincerely, —

L
Tong P

Mayor

100 Municipal Lane e Hoover, Alabama 35216-5503 e Telephone (205) 444-7510 e Fax (205) 444-7723
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CLASSIFICATION OVERVIEW

To better understand what constitutes a non-recurring capital improvement item versus a recurring/other capital item or an operating item,
definitions are below. Specifically, four categories have been established. These categories are 1) non-recurring capital improvement, 2)
other/recurring capital, 3) operating/other.

1. Non-Recurring Capital Improvement Project/ltem

A Capital Improvement Project is defined as “a major, nonrecurring expenditure used to expand or improve a government'’s physical
assets, including facilities and infrastructure that are not consumed within a year but rather have a multi-year useful life.” In addition,
equipment items of a non-recurring nature (multi-year useful life) and a significant value ($50,000 or greater in estimated total cost) are
included in the non-recurring capital improvement plan.

In order to qualify as a Non-Recurring Capital Improvement Project, the item in question must meet one of the following criteria (70
account element ranges represent capitalized items - $10,000 and greater), except those that end in 98 objects:

o Real property acquisition (Land) (71-99); ROW (71-98) and not capitalized since it is included in the value of a road,;
. Construction of new facilities (73-99);
. Addition (a modification that changes the structural “footprint” of the facility) to existing facilities greater than or equal to

$50,000 (73-99);

. Remodeling/repair/preservation of the interior/exterior of any facility less than or equal to $50,000 (4310/6110);

. Demolition of existing facilities (4310 or 4320);

) Major equipment items or projects including computer infrastructure, which as a whole are greater than or equal to
$50,000;

. Infrastructure projects (a bridge, drainage system, or sewer structure, etc.) (79-99); Roadways (79-98) are not capitalized

since it is included in the value of a road;
. Planning and inventory studies in excess of $50,000 (32-10 or capitalized);

. Any vehicle >= $50,000 should not be budgeted in Fund 115. Instead, they should be budgeted in a special revenue fund
(if applicable) or a capital projects fund,;

. Miscellaneous drainage funds (7999) — All of these now require council approval. We use MISCDR for general budget
allocations until the project is defined/approved and then we set up a new MD???? project code.

Project costs should include all phases of a project, including planning, design, utility relocation, right of way acquisition, etc. All phases of
the project are budgeted in a Capital Projects Fund.
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2. Operating/Recurring Capital Asset or Other Capital Asset

An item is considered an Operating/Recurring or Other Capital Asset if it is greater than or equal to $10,000 and less than $50,000, has a
useful life beyond one year, and does not meet one of the criteria set above under Non-Recurring Capital.

Recurring capital expenditures are considered to be more related to the development of the Operating Budget. For this reason, all
purchased vehicles will be considered Recurring Capital items, unless they are >= to $50,000. Items, which qualify as a Recurring Capital
Asset, should be budgeted as an Operating Request within the following capital accounts 74-99 (Equipment), 75-99 (Vehicles), or 76-99
(Furniture & Fixtures).

In addition, because they may be less than $50,000 threshold set in the non-recurring capital section, Other Capital tems may include 71
(Land), 73 (Improvements to Buildings), 78 (Improvements Other Than Buildings), or 79 (Infrastructure Improvements), and should also be
budgeted in the appropriate department’s operating budget.

Effective August 1, 2008, the bid law is now $15,000 (previously $7,500) and the City’s internal 3 quote policy is $5,000 to $14,999
(previously $3,000 to $7,499). Dividing contracts and/or requisitions into parts to avoid competitive bidding is forbidden.

3. Operating/Other

Items that do not fall under the above two categories (non-recurring capital improvement items, and operating/recurring capital assets)
should be budgeted within the appropriate operating accounts. This includes repair and maintenance expenditures/projects that would
be on the above non-recurring capital or recurring capital assets and below the $50,000 threshold set above for non-recurring capital
assets.

In addition, all software/software licenses/services should be purchased from 61-07 or 74-99 depending on the dollar amount. The
actual new purchase of software should get the project code SOFNEW. If the item has recurring costs over multiple years, such as
renewals, etc., then the renewals should attach the project code SOFLIC. SOFMIC will no longer be used. In general, all software items
are budgeted in Fund 117 — Support Services Fund (with the exception of the Library and the use of Police drug funds).

Other than grants and projects that are already set up as needed by departments, other items that need to be delineated by project code
are below:

1. Desktop Computers/Servers/Monitors/Laptops — (MIS budget) — PCREPL project if replacement, and PCNEW if additional
2. Printers/Desktop Scanners/Fax Machines — (MIS budget) — PCREPL project if replacement, and PCNEW if additional

3. Regular, Digital, or Video Cameras/Camcorders/LCD Projectors - DIGCAM project — These can now be purchased from
departmental budgets and do not have to go through the MIS department, but the project code should still be used.

4. Guns — GUNS and Ammunition - AMMO
5. Printer maintenance program through Berney — PRINT

6. Various phone equipment and devices in Fund 117 - DEVICE
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