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Budget Development The Two Year Budget (2YB) process is designed to provide a multi-year,
B calendar strategic planning focus for development of the budget plan. The City’s
Six Year Financial Plan is a strategic plan component and provides
. State Budget Law (pdf context to integrate the City’s operational planning and capital facilities
151kb) planning efforts. The budget process is designed to provide a robust

information base for the Mayor and City Council and for the community

Citizen Input into the . s . g oo .
that identifies resources, service and facilities objectives, issues and

Budget

choices and that facilitates decision-making to achieve a balanced
City Financial Systems (pdf  budget.

]
58Kb)

Phase I: Goal Setting and Long term financial planning

As a first step in the budget development, strategies and plans to provide
You will need the free common vision and shared goals are discussed, reviewed and refined:
Adobe Acrobat Reader ® Strategic Plan Update. Council workshop discussion. March 2003
program to read pdf update and acknowledgement of the City’s mission statement,
documents. If you do not community values and strategic initiatives document.
have this program, ®m Six-Year Financial Plan. Background workshops and establishment of
download free now from financial/budgetary policy and guidelines:
Adobe. Iﬁ Read more * Environmental Scan. February 2003 analysis of Boise and
about using pdf documents regional economic,_demogrgphic, and other statistical data.

m Updates were provided during the March through June 2003
on this site.
budget development process.

* Comprehensive financial policy review. March through May 2003
City Council review and approval of changes.

* Revenue Manual. February through June 2003 revenue of key
revenue sources — projections and assumptions. City Council
adopts projections by motion action. b -

* Six-Year Financial Projections. Projection of revenues,
expenditures and financial position. February through June 2003
City Council review of projections and decision units. Tool for
sensitivity analysis and summary review by City Council of effect
of budget decisions.

* Budgetary Guidelines. February through June 2003 review and
approval by City Council.

* Debt Strategy. Key decision units related to debt reviewed in
March and June 2003 by City Council.

Detail information about each of these processes and products are
included in the Six-Year Financial Plan.

Phase II: Capital Improvement Planning

Departments prepare prioritized Six-Year CIP project requests
coordinated with the policies and initiatives in the updated Strategic Plan
and in departmental services and facilities master plans. The Mayor and
the Executive Management Team prepared recommended citywide
funding priorities. The City Council approved priority lists for Capital
Improvement Program for consideration in the 2YB budget in May 2003.
Unfunded capital priorities were adopted by motion action by City Council
for funding at the time additional unallocated resources become
available.

Phase Ill: Department Operating Budget Requests

City departments and agencies prepare requests for budgets: to maintain
current base operations (MCO) and for service enhancements addressing
strategic initiatives. Department budgets were prepared consistent with
the budget development guidelines. The 2YB budget guidelines included
“Budget Balancing Alternatives” and Decision Units to identify key choices
and issues for City Council action within the budget.

Phase IV: Mayor's Recommended Budget
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The Mayor transmits recommendations for the two year budget,
including: a) strategic choices, b) the “base budget” (the cost to continue
current services — MCO), c¢) the recommended “Budget Balancing
Alternatives”, d) the priority capital projects, and e) recommended
unfunded priorities. The Mayor’s recommendations are described in his
Transmittal Letter.

Phase V: City Council Adoption of the Preliminary Approved Budget
The Mayor transmits recommendations for the two year budget,
including: a) strategic choices, b) the “base budget” (the cost to continue
current services — MCO), c¢) the recommended “Budget Balancing
Alternatives”, d) the priority capital projects, and e) recommended
unfunded priorities. The Mayor’s recommendations are described in his
Transmittal Letter.

Phase VI: Public Hearing and Final Adoption

A “Public Hearing Document”, including summaries of all information in
the two-year “Preliminary Approved Budget” is published and distributed
to the public. On August 12, 2003, the City Council held the public
hearing for the first year of the two-year budget. On September 12, 2003
a second public hearing was held to revise property tax revenue amounts
included in the 2YB. The budget was adopted by ordinance on September
23rd, 2003. The budget was published on September 26th, 2003. The
second year of the 2YB will be formally adopted in Summer 2004.

Implementation of the Adopted Budget - Interim Budget Changes

An interim budget change process is provided to allow for budget
changes necessitated during the two year budget period. The Budget
Office and department and agencies prepare proposed budget changes,
which are reviewed by the Mayor’s Budget Team. All MBT recommended
actions are approved by the Mayor for transmittal to the City Council.
The City Council has final approval authority, through motions, resolution
or ordinances, for all recommendations by the MBT.

Departments have authority to move money within their budgets if they
do not exceed their net budget total during the current year and if they
do not increase their net costs in future years. All changes in human
resource full time equivalencies require City Council approval.

The second year of the 2YB is formally adopted through a mid-biennium
budget update process. Departments are not required to resubmit budget
information and the update is primarily a goodness check and
opportunity for fine-tuning. Idaho State Code does not recognize two
year budgets and requires a noticed public hearing and formal adoption
of the second year of the 2YB.
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Calendar of Events and Dates
Budget Development

Calendar
State Budget Law (pdf Long Term Financial Planning
" 151kb) February 11 Budget Forecasts To City Council

Citizen Input into the . . .
: Budget Balancing Alternatives Policy set by

¥ Budget April 15 City Council
City Financial Systems (pdf . . .
[ | Draft Six Year Financial Plan and Revenue
58kb) March 4 .
Estimates
April 1- May 6 Financial Policies Review

You will need the free

Adobe Acrobat Reader City Council Workshop- Revenue Projections

May 6

program to read pdf and Budget Balancing Alternatives
documents. If you do not May 6 Financial Policy Changes Adoption
have this program,
download free now from Six Year Capital Improvement Program & Equipment Planning
Adobe. Iﬁ e e May 17 - April 7 Department Equipment/Capital Budget
about using pdf documents Requests Preparation
on this site. April 17 - May 2 Mayor's Review of Department Capital
Improvement Plan Proposals
May 5 Executive Management Team Review of y H““u
Capital Projects and Prioritization e i)
May 7 Capital Improvement Plan Workbooks to City i 3
Council =
May 13 City Council Workshop on Department

Capital Improvement Plans
Two Year Operating Budget Development

March 17 - April 15 Department Development of Operating
Budget Plans & Requests

Budget Office Review with Departments and

March 17 - June 2 Budget Plan Recommendations Development

May 5 - May 16 Mayor's Budget Review

City Council Policy Group Reviews of

May 19 - June 5 Department Budget Plans & Requests

May 20 - June 3 Citizen Input to the Budget

June 10 Comprehensn_/e Budget Request Workbooks
to City Council

June 13 Mayor_s Budget Recommendations to City
Council

June 16-17 and 23-24 City Council Budget Workshops

Adopting of the Two Year Budget
FY 2004 (First year of the Two Year Budget)

Public Hearing on the Preliminary Approved

August 12, 2003 Two Year Budget
September 26, 2003 Adoption of Appropriation Ordinance

October 1-September 30,
2004

FY 2004 (Second year of the Two Year Budget)

Implement FY 2004 budget plan

http://cityofboise.org/BudgetOffice/FY 04FY 05/BudgetProcess/Default.aspx ?center=Calendar& print=P (1 of 2)2/24/2004 9:30:48 AM


http://cityofboise.org/BudgetOffice/FY04FY05/Default.aspx?access=none
http://cityofboise.org/BudgetOffice/FY04FY05/BudgetProcess/?access=none
http://cityofboise.org/BudgetOffice/FY04FY05/BudgetProcess/
http://cityofboise.org/BudgetOffice/FY04FY05/BudgetProcess/
http://cityofboise.org/BudgetOffice/FY04FY05/BudgetProcess/Default.aspx?center=Calendar
http://cityofboise.org/BudgetOffice/FY04FY05/BudgetProcess/Default.aspx?center=Calendar
http://cityofboise.org/BudgetOffice/FY04FY05/BudgetProcess/StateBudgetLaw.pdf
http://cityofboise.org/BudgetOffice/FY04FY05/BudgetProcess/StateBudgetLaw.pdf
http://cityofboise.org/BudgetOffice/FY04FY05/BudgetProcess/Default.aspx?center=Citizen
http://cityofboise.org/BudgetOffice/FY04FY05/BudgetProcess/Default.aspx?center=Citizen
http://cityofboise.org/BudgetOffice/FY04FY05/BudgetProcess/FinancialSystems.pdf
http://cityofboise.org/BudgetOffice/FY04FY05/BudgetProcess/FinancialSystems.pdf
http://www.adobe.com/products/acrobat/readstep2.html
http://cityofboise.org/directories/pdf.htm
http://cityofboise.org/directories/pdf.htm
http://cityofboise.org/directories/pdf.htm
http://cityofboise.org/directories/pdf.htm

City of Boise Budget FY 04-FY 05 - Budget Development Calendar

Public Hearing on the Preliminary Approved

August 17, 2004 Two Year Budget
September 28, 2004 Adoption of Appropriation Ordinance

October 1-September 30,

2005 Implement FY 2005 budget plan
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Boise City FY 2004 — FY 2005
Two-Year Budget

BOISE CITY - IDAHO CODE: CITY BUDGET & FINANCIAL LAW

The following are selected provisions of the Idaho Code related to the requirements for municipal budgeting. Paragraphs in
italics are simplified interpretations provided by the Boise City Budget Office.

I. FISCAL YEAR
50-1001 - Fiscal Year. The fiscal year of each city shall commence on the first day of October.

All Idaho cities follow the same fiscal year, beginning October 1 and ending September 30. The State fiscal year
begins on July 1 and ends June 30.

Il. BUDGETING

50-1002 - Annual Budget. The City Council of each city shall, prior to passing the annual appropriation ordinance, prepare a
budget, estimating the probable amount of money necessary for all purposes for which an appropriation is to be made,
including interest and principal due on the bonded debt and sinking fund, itemizing and classifying the proposed expenditures
by department, fund or service, as nearly as may be practicable, and specifying any fund balances accumulated under section
50-1005A, Idaho Code. To support such proposed expenditure, the Council shall prepare an estimate of the total revenue
anticipated during the ensuing fiscal year and for which a budget is being prepared, classifying such receipts by source as
nearly as may be possible and practicable, said estimate to include any surplus as not subject to the provisions of sections 50-
1004 and 50-1005A, Idaho Code, nor shall said estimated revenue include funds accumulated under section 50-236, Idaho
Code. The proposed budget for the ensuing fiscal year shall list expenditures and revenues during each of the two (2) previous
fiscal years by fund and/or department. Following tentative approval of the revenues and expenditures estimated by the
Council, the same shall be entered at length in the journal of the proceedings. Prior to certifying to the County Commissioners,
a notice of time and place of public hearing on the budget, which notice shall include the proposed expenditure and revenues
by fund and/or department including the two (2) previous fiscal years, and a statement of the estimated revenue from property
taxes and the total amount from sources other than property taxes of the city for the ensuing year, shall be published twice at
least seven (7) days apart in the official newspaper. At said hearing any interested person may appear and show cause, if he
has any, why such proposed budget should or should not be adopted.

The State Code requires cities to prepare budgets comprised of written expenditure and revenue ‘estimates’ (to
include prior year actual amount, e.g. FY 2003, current year adopted amounts, e.g. FY 2004 and proposed budget
amounts, e.g. FY 2005 and to make them available to the public. A public hearing on the proposed budget must be
held, with adequate notice in the newspaper, prior to adoption of the final budget. Boise uses a two-year budget
format, a six-year financial plan and a six-year Capital Improvement Plan. To comply with State Code, the City adopts
each year of the two-year budget as a separate annual budget. However, budget preparation is completed once
every two-years for the biennium.

50-1003 - Annual Appropriations Bill. — Amending Appropriation Ordinance - Special Appropriation Upon Petition or
Election. The City Council of each city shall, prior to the commencement of each fiscal year, pass an ordinance to be termed
the annual appropriation ordinance, which in no event shall be greater than the amount of the proposed budget, in which the
corporate authorities may appropriate such sum or sums of money as may be deemed necessary to defray all necessary
expenses and liabilities of such corporation, not exceeding in the aggregate the amount of tax authorized to be levied during
that year in addition to all other anticipated revenues. Provided, the amount appropriated from property tax revenues shall not
exceed the amount of property tax revenue advertised pursuant to section 50-1002, Idaho Code.

Such ordinance shall specify the object and purposes for which such appropriations are made and the amount appropriated for
each object or purpose. Said ordinance shall be filed with the Office of the Secretary of State.

The City Council of any city may, by the same procedure as used in adopting the original appropriation ordinance at any time
during the current fiscal year, amend the appropriation ordinance to a greater amount than that adopted, if after the adoption of
the appropriation ordinance, additional revenue will accrue to the city during the current fiscal year as a result of increase in
state or federal grants or allocations, or as a result of an increase in an enterprise fund or facilities and services which are
entirely or predominantly self-supporting by user charges. A city whose property tax certification is made for the current fiscal
year may amend its budget and appropriation ordinance, pursuant to the notice and hearing requirements of section 50-1002,
Idaho Code, prior to certification to the county commissioners.

Two Year Budget - FY2004 and FY2005 1
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No further appropriation, except as herein provided, shall be made at any other time within such a fiscal year unless the
proposition to make each appropriation has been first sanctioned by a majority of the legal voters of such city, either by petition
signed by them equal in number to a majority of the number who voted at the last general city election, or approved at a
special election duly called therefore, and all appropriations shall end with the fiscal year for which they are made.

The City must adopt the budget by ordinance of the City Council. The adopted budget may not exceed, in total
amount, the amount published in the notice of public hearing for the annual budget. Boise adopts "contingent
appropriations" which are unfunded budget amounts in order to provide for "rebudgeted" project budgets which are
carried forward from the prior year. The contingent appropriations also provide the budgetary authority to implement
unanticipated grants, donations and unforeseen projects or services. In all cases, the City Council must approve and
activate any uses of the contingent appropriations.

The City may amend the budget if it projects that greater amounts of revenue may be obtained than estimated in the
original budget. The process to amend is similar to that for developing and adopting the original budget.

Since FY 97, Boise City certifies’ property taxes for the ‘ensuing’ fiscal year (beginning the next October 1%).

63-802 — Limitation on Budget Requests — Limitation on Tax Charges — Exceptions.
(1) Except as provided in subsection (2) of this section for tax year 1995, and each year thereafter, no taxing district shall
certify a budget request for an amount of property tax revenues to finance an annual budget that exceeds the greater of:

@)

®)

@

(b)
(c)
(d)
(e)

®

)

(h)

The dollar amount of property taxes certified for its annual budget for any one (1) of the three (3) tax years preceding
the current tax year, whichever is greater, which amount may be increased by a growth factor of not to exceed three
percent (3%) plus the amount of revenue that would have been generated by applying the levy of the previous year,
not including any levy described in subsection (3) of this section, to any increase in market value subject to taxation
resulting from new construction or change of land use classification as evidenced by the value shown on the new
construction roll compiled pursuant to section 63-301A, Idaho Code: and by the value of annexation during the
previous calendar year, as certified by the State Tax Commission for market values of operating property of public
utilities and by the County Assessor; or

The dollar amount of property taxes certified for its annual budget during the last year in which a levy was made; or
The dollar amount of the actual budget request, if the taxing district is newly created; or

In the case of school districts, the restriction imposed in section 33-820, Idaho Code; or

In the case of a non-school district for which less than the maximum allowable increase in the dollar amount of
property taxes is certified any following year, recover the foregone increase by certifying, in addition to any increase
otherwise allowed, an amount not to exceed one hundred percent (100%) of the increase originally foregone. Said
additional amount shall be included in future calculations for increases as allowed; or

In the case of cities, if immediately preceding year’s levy subject to the limitation provided by this section, is less that
0.0004, the city may increase its budget by an amount not to exceed the difference between 0.004 and the actual
prior year's levy multiplied by the prior year’'s market value for assessment purposes. The additional amount must be
approved by sixty percent (60%) of the voters voting on the question at an election called for that purpose and held
on the date in May or November, provided by law, and may be included in the annual budget of the city for purposes
of this section; or

A library district may submit to the electors within the district the question of whether the budget from property tax
revenues may be increased beyond the amount authorized in this section, but not beyond the levy authorized in
section 33-2724, Idaho Code. The additional amount must be approved by sixty-six and two-thirds percent (66 2/3%)
or more of the voters voting on the question at an election called for that purpose and held on May or November
dates provided by section 34-106, Idaho Code. If approved by the required minimum sixty-six and two thirds percent
(66 2/3%) of the voters at the election, the new budget amount shall be the base budget for the purposes of this
section; or

In the instance or case of cooperative service agencies, the restrictions imposed in sections 33-315 through 33-318,
Idaho Code.

No Board of County Commissioners shall set a levy, nor shall the State Tax Commission approve a levy for annual budget
purposes which exceeds the limitation imposed in subsection (1) of this section, unless authority to exceed such limitation
has been approved by a majority of the taxing district’'s electors voting on the question at an election called for that
purpose and held pursuant to section 34-106, Idaho Code, provided however, that such voter approval shall be for a
period of not to exceed two (2) years.

The amount of property tax revenues to finance an annual budget does not include revenues from non-property tax
sources, and does not include revenue from levies that are voter approved for bonds, override levies or supplemental
levies, plant facilities reserve fund levies or for levies applicable to newly annexed property or for levies applicable to new
construction as evidenced by the value of property subject to the occupancy tax pursuant to section 63-317, Idaho Code
for the preceding tax year.
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This Code section describes the formula limitations for property tax levies by cities and other taxing districts. It limits
property tax increases by cities and many other taxing districts to no more than 103% of the prior year total levy plus
an growth amount related to new construction and annexation. The growth amount is calculated based upon the “new
construction roll” prepared by the County Assessor and upon the valuation of annexations during the prior year.

63-802A — Notice of Budget Hearing — Not later than April 30 of each year, each taxing district shall set and notify the
County Clerk of the date and location set for the budget hearing of the district. If no budget hearing will be held, the County
Clerk will be so notified.

63-803 — Certification of Budgets in Dollars.

@)

@)

®)

4)

Whenever any taxing district is required by law to certify to any county treasurer, county auditor, county assessor, county
commissioners or to any other county officer, any property tax levy, upon property located within said district, such
certification shall, notwithstanding any other provision of the law applicable to any such district, be made at the time and in
the manner hereinafter provided.

The County Auditor shall inform each of the taxing districts within his county of the taxable value of that district as soon as
such value is known to the auditor, whether the value comes from the appraisal and assessment of real and personal
property, or from allocation of the taxable value of operating property, or from other sources.

Using the taxable value of the district, the council, trustees, board or other governing body of any taxing district shall
certify the total amount required from a property tax upon property within the district to raise the amount of money fixed by
their budget as previously prepared or approved. The amount of money so determined shall be certified in dollars to the
appropriate county commissioners. Any taxing unit, except regional airport authorities, located in more than one (1) county
shall divide its dollar budget for certification to the separate counties by multiplying the amount of such budget by a
fraction, the numerator of which shall be the total taxable value of all property in such taxing unit within the county to
which such certification is to be made, and the denominator of which shall be the total taxable value of property in such
taxing unit in all such counties. Budget certification to the participating counties of regional airport authorities shall be
made in the manner prescribed in section 21-807(10), Idaho Code. Taxable value shall be certified by the county auditor
of each affected county to such taxing unit and such certification shall be used in this formula. Except as provided in
section 33-805, Idaho Code, relating to school emergency fund levies, the certification to the county commissioners
required in this section shall be made not later than the Thursday prior to the second Monday in September, unless, upon
application therefore, the county commissioners grant an extension of not more than seven (7) working days. After receipt
of this certification, the county commissioners shall make a tax levy as a percent of taxable value of all property in the
taxing district, which when applied to the tax rolls, will meet the budget requirements certified by such taxing districts.

For the purpose of this section, ‘taxable value’ shall mean the portion of the equalized assessed value, less any
exemptions and the value that exceeds the value of the base assessment roll for the portion of any taxing district within a
revenue allocation area of an urban renewal district, located within each taxing district which certifies a budget to be
raised from a property tax levy. For each taxing district, taxable value shall include the value from the property and
operating property rolls for the current year and subsequent and missed property rolls for the prior year or the best
estimate of the subsequent and missed property rolls for the current year.

The County certifies taxable values to the taxing districts (including cities) to assist in preparing budgets. Taxing
districts must then certify budget requests in total dollar amounts to the County. The County calculates tax rates
based upon the values and the certified budgets.

63-804 — Filing Copy of Budget. The Council, Trustees, Board or other governing body of any taxing district, defined by
sections 63-621, Idaho Code, shall at the time of certifying the total amount required from a property tax upon property within
the district to raise the amount of money fixed by their budget as previously prepared or approved and as provided for in
section 63-803 Idaho Code, file with the appropriate board of county commissioners a certified copy of their budget as
previously prepared, approved and adopted.

The Council is required to file a copy of their approved and adopted budget with the County. The required budget
submission takes the form of a standard schedule that is certified by the Mayor.

Two Year Budget - FY2004 and FY2005 3
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Ill. PROPERTY TAXES

50-1007 - Certification and Collection of City Taxes. The council of each city not later than the second Monday in
September, as provided in section 63-803(3) Idaho Code, shall certify to the county commissioners, the total amount required
from a property tax upon property within the city to raise the amount of money fixed by their budget as previously approved
which shall include all special taxes assessed as provided by law. The amount which may be certified, assessed and collected
shall not exceed the maximum levy provided by section 50-235 Idaho Code, to defray its general expenses for either the
ensuing fiscal year, together with special taxes authorized under the provisions of this act, and such tax as may be authorized
by law to be levied for the payment of outstanding bonds and debts.

The State Code provides a way for cities to certify and collect property tax within the city limits. The property tax
certification may not exceed the amount identified in the public hearing notice for the annual budget.

63-301A — New Construction Roll.

(1) The county assessor shall prepare a new construction roll, which shall be in addition to the property roll, which new
construction roll shall show
(&) The name of the taxpayer:

(b) The description of the new construction, suitably detailed to meet the requirements of the individual county;

(c) A description of the land and its change in use, suitably detailed to meet the needs of the individual county;

(d) The amount of taxable market value added to the property on the current year’s property roll that is directly the result
of new construction or a change in use of the land or both.

(2) As soon as possible, but in any event by no later than the first Monday in June, the new construction roll shall be certified
to the county auditor and a listing showing the amount of value on the new construction roll in each taxing district or unit
be forwarded to the state tax commission.

(3) The value shown on the new construction roll may include the value increase from
(@) Construction of any new structure that previously did not exist; or
(b) Additions or alterations to existing nonresidential structures; or
(c) Installation of new or used manufactured housing that did not previously exist within the county; or
(d) Change of land use classification; or
(e) Property newly taxable as a result of loss of the exemption provided by section 63-602W, Idaho Code.

(4) The amount of taxable market value of new construction shall be the change in net taxable market value that is
attributable directly to new construction or a change in use of the land or loss of the exemption provided by section 63-
602W(3), Idaho Code. It shall not include any change in value of existing property that is due to external market forces
such as general or localized inflation.

The new construction roll was established in 1996 to serve as a basis of calculation of the growth formula in the
property tax limitation law (63-802). The County Assessor creates the roll by identifying qualifying additions to values
in the prior year assessment process.

63-310 - Completion and Delivery of Assessment Roll. The assessor must certify the completion of the property roll on or
before the fourth Monday of June in each year, and must, on or before that date, deliver the completed property roll, together
with all claims for exemptions from assessment or taxation to the Clerk of the Board. The property roll and claims for
exemptions must remain in the Office of the Clerk until the second Monday of July for the inspection of all persons interested.

63-509 — Delivery of Rolls to the County Auditor — Abstracts of Rolls.

(1) On or before the second Monday of July the board of equalization must deliver the property rolls, with all changes,
corrections and additions and exemptions from taxation entered therein, to the county auditor. It shall be the duty of the
county auditor to cause to be prepared the roll for delivery to the county tax collector on or before the first Monday of
November. It shall be the duty of the county auditor to cause to be prepared a total of the amount and value of each
category of property and prepare an abstract of all property entered upon the roll in the manner and form required by the
State Tax Commission. Such forms must show, but need not be limited to, the market value for assessment purposes of
all property by categories, and the exemption from taxation allowed by categories. Any abstracts needed by and prepared
for the State Tax Commission must be delivered by certified mail to the State Tax Commission b the fourth Monday in
July. The value of exemptions will be shown and identified for exemptions granted pursuant to chapters 20 and 29, title
50, Idaho Code, for the value in excess of the equalized assessment valuation as shown on the base assessment roll in
any revenue allocation area, and sections 63-302K, 63-602P, 63-602AA, 63-602X, 63- 603BB and 603-602CC, Idaho
Code, as well as the net taxable value for each of the categories. The abstracts shall be prepared and duly verified and
must show a correct classification of all the property in accordance with the classification of such property upon the
property roll, and all matters and things required to be shown upon the abstracts must be entered.

(2) The subsequent property roll shall be delivered to the county auditor as soon as possible after the first Monday in
December. The county auditor shall deliver the subsequent property roll to the county tax collector without delay.
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(3) The missed property roll shall be delivered to the County Auditor as soon as possible, but no later than the first Monday in
March of the succeeding year. The County Auditor shall deliver the missed property roll to the County Tax Collector
without delay.

(4) The County Auditor must cause to be prepared abstracts of the combined subsequent and missed property rolls as
prescribed in subsection (1) and submit the abstracts by certified mail to the State Tax Commission on or before the first
Monday in March of the succeeding year.

Projection of property tax limits is a crucial function in Boise City budgeting because of the significance of property tax
in the General Fund revenue portfolio. The County produces valuation data upon which the projections are made.

63-1312 — Municipal Property Taxes — Notification of Valuation.

(1) Prior to the fourth Monday of March, of the current year, the County Auditor must notify every taxing district or authority
and the State Board of Education of the total taxable valuation of all taxable property situated within such districts for the
preceding calendar year for the purpose of assisting such governing authorities in their determination of the tax rates to
be levied for the current year and other informational purposes.

(2) Prior to the first Monday in August, the Auditor of each county in the state shall notify the State Tax Commission and the
clerk of each taxing unit in his county of the taxable valuation of all taxable property situated within that taxing district from
the property roll for the current year, from the operating property roll for the previous year, from the prior year’s actual or
current year's estimated subsequent property roll and missed property roll, and the amount of value subject to occupancy
tax notwithstanding exemptions authorized in Chapter 6, Title 63, Idaho Code, for the previous year.

(3) The Auditor shall furnish the valuation from the current operating property roll upon receipt from the State Tax
Commission.

63-3029B. INCOME TAX CREDIT FOR CAPITAL INVESTMENT.

(1) At the election of the taxpayer there shall be allowed, subject to the applicable limitations provided herein as a credit
against the income tax imposed by chapter 30, title 63, Idaho Code, an amount equal to the sum of:
(@) The tax credit carryovers; and
(b) The tax credit for the taxable year.

(2) The maximum allowable amount of the credit for the current taxable year shall be three percent (3%) of the amount of
qualified investments made during the taxable year.

(3) As used in this section "qualified investment" means certain depreciable property which:

(@) (i) Is eligible for the federal investment tax credit, as defined in sections 46(c) and 48 of the Internal Revenue Code
subject to the limitations provided for certain regulated companies in section 46(f) of the Internal Revenue Code and
is not a motor vehicle under eight thousand (8,000) pounds gross weight; or
(i) Is qualified broadband equipment as defined in section 63-3029I, Idaho Code; and

(b) Is acquired, constructed, reconstructed, erected or placed into service after December 31, 1981; and

(c) Has a situs in Idaho.

(4) (a) For qualified investments placed in service in taxable years beginning in 2003 and thereafter, the taxpayer may elect,
in lieu of the credit provided by this section, a two (2) year exemption from all taxes on personal property on the
qualified investment. The exemption from personal property tax shall apply to the year the election is filed as provided
in this section and the immediately following year. The election provided by this paragraph is available only to a
taxpayer whose Idaho taxable income in the second preceding taxable year in which the investment is placed in
service is negative.

(b) The election shall be made in the form prescribed by the state tax commission and shall include a specific description
and location of all qualified investments placed into service and located in the jurisdiction of the assessing authority, a
designation of the specific assets for which the exemption is claimed, and such other information as the state tax
commission may require. The election must be made by including the election form with the listing of personal
property required by section 63-302, Idaho Code, or, in the case of operating property assessed under chapter 4, title
63, ldaho Code, with the operator's statement required by section 63-404, Idaho Code, for the calendar year
immediately following the taxable year in which the property was placed in service. Once made the election is
irrevocable. If no election is made, the election is not otherwise available. A copy of the election form must also be
attached to the original income tax return due for the taxable year in which the claim was made.

(c) The state tax commission and the various county assessors are authorized to exchange information as necessary to
properly coordinate the exemption provided in this subsection.

(d) Inthe event that an investment in regard to which the election under this section was made is determined by the state
tax commission to not be a qualified investment or ceases to qualify during the recapture period, the taxpayer shall be
subject to a penalty equal to the amount of the claimed investment times the average urban property tax levy of the
state as determined by the state tax commission times two (2).
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Notwithstanding the provisions of subsections (1) and (2) of this section, the amount of the credit allowed shall not exceed
fifty percent (50%) of the tax liability of the taxpayer. The tax liability of the taxpayer shall be the tax after deducting the
credit allowed by section 63-3029, Idaho Code.

If the sum of credit carryovers from the credit allowed by subsection (2) of this section and the amount of credit for the

taxable year from the credit allowed by subsection (2) of this section exceed the limitation imposed by subsection (5) of

this section for the current taxable year, the excess attributable to the current taxable year's credit shall be an investment
credit carryover to the fourteen (14) succeeding taxable years. In the case of a group of corporations filing a combined

report under section 63-3027, Idaho Code, or sections 63-3027B through 63-3027E, Idaho Code, credit earned by one (1)

member of the group but not used by that member may be used by another member of the group, subject to the

provisions of subsection (5) of this section, instead of carried over. The entire amount of unused credit shall be carried
forward to the earliest of the succeeding years, wherein the oldest available unused credit shall be used first, so long as
the qualified investment property for which the unused credit was granted still maintains Idaho situs. For a combined
group of corporations, credit carried forward may be claimed by any member of the group unless the member who earned
the credit is no longer included in the combined group.

Any recapture of the credit allowed by subsection (2) of this section on property disposed of or ceasing to qualify, prior to

the close of the recapture period, shall be determined according to the applicable recapture provisions of the Internal

Revenue Code. In the case of a unitary group of corporations, the increase in tax due to the recapture of investment tax

credit must be reported by the member of the group who earned the credit regardless of which member claimed the credit

against tax.

For the purpose of determining whether property placed in service is a "qualified investment” as defined in subsection (3)

of this section, the provisions of section 49 of the Internal Revenue Code shall be disregarded.

For purposes of this section, property has a situs in Idaho during a taxable year if it is used in Idaho at any time during the

taxable year. Property not used in Idaho during a taxable year does not have a situs in Idaho in the taxable year during

which the property is not used in Idaho or in any subsequent taxable year. No credit or carryover of credit is permitted
under this section if the credit or carryover relates to property that does not have a situs in Idaho during the taxable year
for which the credit or carryover is claimed. The Idaho situs of property must be established by records maintained by the
taxpayer which are created reasonably contemporaneously with the use of the property.

In the case of property used both in and outside Idaho, the taxpayer, electing to claim the credit provided in this section,

must elect to compute the qualified investment in property with a situs in Idaho for all such investments first qualifying

during that year in one (1), but only one (1), of the following ways:

(@) The amount of each qualified investment in a specific asset shall be separately computed based on the percentage of
the actual use of the property in Idaho by using a measure of the use, such as total miles or total machine hours, that
most accurately reflects the beneficial use during the taxable year in which it is first acquired, constructed,
reconstructed, erected or placed into service; provided, that the asset is placed in service more than ninety (90) days
before the end of the taxable year. In the case of assets acquired, constructed, reconstructed, erected or placed into
service within ninety (90) days prior to the end of the taxable year in which the investment first qualifies, the measure
of the use of that asset within Idaho for that year shall be based upon the percentage of use in Idaho during the first
ninety (90) days of use of the asset;

(b) The investment in qualified property used both inside and outside Idaho during the taxable year in which it is first
acquired, constructed, reconstructed, erected or placed into service shall be multiplied by the percent of the
investment that would be included in the numerator of the Idaho property factor determined pursuant to section 63-
3027, Idaho Code, for the same year.

Only for the purposes of subsections (3)(a) and (8) of this section, references to sections of the "Internal Revenue Code"

mean the sections referred to as they existed in the Internal Revenue Code of 1986 prior to November 5, 1990.

Passed in 2003, this law allows companies eligible for income tax credits on qualified personal property investments
to receive an exemption of personal property taxes for the qualified investment in lieu of receiving the income tax
credit. The result will be a shift of property tax liability equal to the amount of the exemption to other property
taxpayers. Depending on the magnitude of the income tax credits, the impact on individual property tax owners
should be diminutive. Boise City should not see a decrease in revenues because other property taxpayers will
absorb the property tax liability.
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IV. DEBT

50-1019 - Purposes for Which Bonds May Be Issued — Limitation on Amount. Every city incorporated under the laws of
the territory of Idaho or of (e state of Idaho shall have power and authority to issue city coupon bonds not to exceed in
aggregate at any time, ten percent (10%) of the assessed full cash valuation (two percent (2%) of the market value for
assessment purposes) of the real and personal property in said city, according to the assessment of the preceding year, for
any or all of the purposes specified (in subsections 1 through 10 of this section) as follows:

(1) To provide for construction, laying out, grading, curbing, draining, sidewalking or otherwise improving streets within or
contiguous to, or within one (1) mile of the exterior limits of such city.

(2) To provide for the funding, refunding, purchase and redemption of the outstanding indebtedness, bonds may be issued
under this section for such purposes, without submission of the question of issuance of such bonds to the electors of the
city, when same can be done to the profit and benefit of such city without incurring any additional liability.

(3) To provide for the establishment of hospitals and cemeteries, either within or without the corporate limits of such city.

(4) To provide for the purchase, improvement and equipment of lands and buildings thereon, for public parks, monuments,
recreation facilities and zoos, either within or without the corporate limits of such city.

(5) To provide for the purchase, erection, construction and furnishing of city public libraries.

(6) To provide for the establishment of a fire department by the purchase of building sites, buildings and suitable equipment
and apparatus necessary to provide fire protection.

(7) To provide for the purchase, acquisition, improvement and equipment of aviation facilities either wholly or partly within or
without the corporate limits of such city, or wholly or partly within or without the state of Idaho.

(8) To provide for flood control by acquisition and purchase of right-of-way and to establish, alter, enlarge, improve,
reconstruct and change the channels of watercourses or any stream, river or body of water within or without the corporate
limits of the city.

(9) To provide for the acquisition, construction, remodeling, improvement or otherwise, of buildings for public use, together
with all necessary appurtenant facilities and equipment, including all necessary land for building sites, either within or
without the corporate limits of such city.

(10) To provide for the purchase, acquisition, erection and construction of off-street parking sites, structures, buildings,
facilities and appurtenances.

(11) To provide for the purchase, acquisition, improvement and equipment of transit systems.

All bonds of any municipality which were issued, sold and delivered to the purchasers thereof prior to April 12, 1967, for the
purpose of providing for the building, laying, construction, equipment, extension, enlargement, alteration, improvement or
maintenance of storm sewers or sanitary sewerage systems, shall be excluded when determining the aggregate amount of
bonds of any city issued hereunder which are outstanding for the purpose of computing the debt limitation provided for in the
first paragraph of this section.

The State Code limits debt to two percent of net market value. (The Bond Council suggests that for conservative
purposes the net market value be used for assessment). Sections 1 through 10 specify the types of activities cities
may issue debt for.

Section 11 was added as an additional appropriate use but the first paragraph of the section was not revised.

Idaho State Constitution, Article 8, Section 3: Limitations on County and Municipal Indebtedness. No county, city,
board of education or school district, or other subdivision of the state, shall incur any indebtedness, or liability, in any manner,
or for any purpose, exceeding in that year, the income and revenue provided for it for such a year, without the assent of two
thirds of the qualified electors thereof voting at an election to be held for that purpose, nor unless, before or at the time of
incurring such indebtedness, provisions shall be made for the collection of an annual tax sufficient to pay the interest on such
an indebtedness as it falls due, and also to constitute a sinking fund for the payment of the principal within thirty years from the
time of contracting the same. Any indebtedness or liability incurred contrary to this provision shall be void: Provided that this
section shall not be construed to apply to the ordinary and necessary expenses authorized by the general laws of the state
and provided further that any city may own, purchase, construct, extend or equip, within and without the corporate limits of
such city, off-street parking facilities, and, for the purpose of paying the cost thereof may, without regard to any limitation
herein imposed, with the assent of two-thirds of the qualified electors voting at an election to be held for that purpose, issue
revenue bonds therefore, the principal and interest of which to be paid solely from revenue derived from rates and charges for
the use of, and the service rendered by, such facilities as may be prescribed by law, and provided further, that any city or other
political subdivision of the state may own, purchase, construct, extend or equip within and without the corporate limits of such
city or political subdivision, water system, sewage collection systems, water treatment plants, sewage treatment plants, and
may rehabilitate existing electrical generating facilities, and for the purpose of paying the cost thereof, may, without regard to
any limitation herein imposed, with the assent of a majority of the qualified electors voting at an election to be held for that
purpose, issue bonds therefore, the principal and interest of which to be paid solely from revenue derived from rates and
charges for the use of, and the service rendered by such systems, plants and facilities, as may be prescribed by law.
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Cities may incur debt with the approval of a two-thirds vote of the people, except for 1) debt related to expenses
which are “ordinary and necessary” in the course of city business or 2) debt related to specified construction or
rehabilitation that will be supported by revenues from the facility’s use. The “ordinary and necessary” exclusion,
combined with validation by a court, is the provision under which lease purchase and other similar debt are issued.

V. FUND BALANCES

50-1005A - Accumulation of Fund Balances. Cities may accumulate fund balances at the end of a fiscal year and carry
over such fund balances into the ensuing fiscal year sufficient to achieve or maintain city operations on a cash basis. A fund
balance is the excess of assets of a fund over its liabilities and reserves.

Cities may build up a fund balance of savings from prior years to cover emergency needs or for other prudent
reasons. Boise's modest fund balance helps reduce the costs to borrow funds to cover cash flow needs until the
property taxes are received. Without a fund balance, the costs to provide needed cash flow would be increased.

VI. FEES FOR SERVICES

63-1311 — Fees for Services.

(1) Notwithstanding any other provision of law, the governing board of any taxing district may impose and cause to be
collected fees for those services provided by that district which would otherwise be funded by property tax revenues. The
fees collected pursuant to this section shall be reasonably related to, but shall not exceed, he actual cost of the service
being rendered.

(2) No charge, other than property taxes shall be included on a tax notice unless the taxing district placing such a charge has
received approval by the Board of County Commissioners to place such a charge on the tax notice and meets the criteria
set fort in section 63-902, Idaho Code.

63-1311A — Advertisement of and Hearing on Fee Increases — No taxing district may make a decision approving a fee
increase that exceeds one hundred five per cent (105%) of the amount of the fee last collected or a decision imposing a new
fee, unless it first holds a hearing upon such proposed fee increase or fee imposition at a regular or special meeting of the
district’'s governing body and after it gives public notice of such hearing in the manner provided in this section. Any taxing
district that is required to hold a hearing and give public notice of the hearing as provided in this section, and which fails to do
s0, shall have the validity of all or a portion of the fee increase that it collects be voidable. The taxing district shall give public
notice of its intent to make a decision on a proposed fee increase, that exceeds one hundred five percent (105%) of the
amount of fees last collected prior to such decision, or decision to impose a new fee by giving public notice either by
advertising in at least one (1) newspaper as defined in section 60-106, Idaho Code, or by holding three (3) public meetings in
three (3) different locations in the district or by a single mailing notice to all district residents, providing that the same
information is given and providing the meeting shall be held not less than seven (7) days after the mailing of the notice. An
advertisement used to satisfy the requirements of this section shall be run once each week for the two (2) weeks preceding the
week during which the hearing required by this section will be held. The advertisement shall state that the taxing district will
meet on a certain day, time and place fixed in the advertisement, for the purpose of hearing public comments regarding any
proposed fee increases beyond the limits prescribed by this section, or imposition of a new fee and to explain the reasons for
such action
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Citizen Input into the Budget

By policy, the City provides a variety of significant opportunities for
interested citizens to influence and comment upon the City budget. The
State of Idaho Code requires cities to provide formal citizen comment
opportunities.

Citizen Comment to Departments and Agencies

Departments actively seek and consider customer comments about
services and facilities. Activities to encourage and capture customer
comments include master planning projects (e.g., the Parks and
Recreation Department’s master plan update in 2003 and 2004), through
customer questionnaires, and through outreach on specific subjects. The
Mayor’s Office maintains a “hotline” for phone or email comment about
City matters. The comments received from these sources are informally
considered by departments and agencies as they construct their budget
requests.

Volunteer Boards, Committees and Commissions

The Mayor recommends and the City Council approves appointments to
volunteer bodies to provide citizen participation in City processes. Those
bodies provide departments and agencies a venue and process to
formally review and refine staff plans and proposals, including budget
requests. Volunteer organizations include:

Airport Commission

Library Board

Parking Commission

Parks and Recreation Board

Planning and Zoning
Commission

m Public Works Commission

Citizen Comment Forums

The City Council schedules open forum on the regular City Council
agenda, during the budget development process, to encourage comment
about priorities and issues that should be addressed in the budget. For
the FY 2004 and 2005 2YB process, open citizen comment forums were
scheduled on the May 20 and June 3, 2003 City Council regular meeting
agenda.

Public Hearing on the Preliminarily Approved Budget

Idaho State Code requires a public hearing be held prior to adoption of
the budget. Notice of the hearing must be published in the Idaho
Statesman (per the Code requirements) at least two times seven days
apart.

For the FY 2004 and 2005 2YB process, a public hearing was noticed and
held on August 12, 2003. Because staff discovered that an additional
$118 thousand of property tax revenue was available, a second public
hearing was held on September 12, 2003.

A public hearing will be required to adopt the second year of the 2YB
(because Idaho Code does not recognize two year budgets.) That hearing
will be scheduled in late summer, 2004.
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BOISE CITY - FINANCIAL SYSTEM OVERVIEW

Boise City operates under the Mayor-Council system. The Mayor (full-time) and six Council members
(part-time) are elected to four-year terms. Three Council members are elected every two years to overlap
the terms for continuity. The City Council seats are numbered and candidates must declare to run for a
particular numbered seat. All seats are citywide, rather than related to smaller geographical districts.

The Mayor is the Chief Executive Officer and is responsible for carrying out policies set by Council as
well as enforcing the ordinances existing in the City Code. The City’s Division of Financial
Management reports directly to the Mayor. The Mayor has established a Budget Team to provide for
budget development and budgetary control.

The Mayor chairs the Mayor’s Budget Team. The Team includes the Mayor’s Administrative Assistant,
Special Projects Manager, Budget Director, Human Resources Director, Purchasing Agent and three
department heads whose terms are generally for two years.

Reporting Entity

The City is in conformance with the National Council on Governmental Accounting Statement No. 3 - Defining the
Governmental Reporting Entity. Boise City includes all funds and account groups in budgeting and financial reporting. The
City also includes agencies, boards, commissions and authorities that are controlled by or dependent upon the City’s
Executive or Legislative branches (the Mayor or the Council, respectively). Determining factors for control by or dependence
on the City include: appointment authority, budget adoption, taxing authority and outstanding debt secured by revenues or
general obligations of the City. The responsibility to finance any deficits that may occur and receipt of significant subsidies
from the City are additional determining factors.

BUDGETS AND BUDGETARY ACCOUNTING

The basis of budgeting refers to the conventions for recognition of costs and revenues in budget development and in
establishing and reporting appropriations, which are the legal authority to spend or to collect revenues.

Boise City uses a modified accrual basis for budgeting in governmental funds. Under Idaho State law, unspent
appropriations from prior years must be specifically "re-budgeted,” via resolution of the City Council, or "encumbered," in
order to be carried forward into the next fiscal year. A valid, legal commitment such as a contract or purchase order is
required for encumbrances.

Proprietary funds are budgeted using accrual concepts. However, all operating and capital expenses that will be incurred
during the year and income to be received and credited to the year are identified in the budgeting process because of the need
for appropriation authority.

The budget is fully reconciled to the accounting system at the beginning of the year, and in preparing the Comprehensive
Annual Financial Report at year-end. A number of adjustments are made to reflect balance sheet needs and their effect on the
budget. These include changes in designations and reserves and recognition, via studies and analysis of various sorts, of
accrued liabilities. Amounts needed for such long-term liabilities as future payoffs of accumulated employee vacation and
sick leave, are budgeted as they are recognized via actuarial projections and subsequently adjusted to actual amounts. The
budget does not recognize capital construction expense in enterprise funds in the same manner as in the Comprehensive
Annual Financial Report (CAFR). The budget recognizes all planned and actual capital project expenditures while in the
CAFR, capital expenditures are posted to balance sheet accounts include contributed capital. Reconciliation is completed in
quarterly and "year end" budget to actual reports.

The City uses a two-year budget format to reduce the time spent in budget preparation. The FY 01 budget year was the
second year of the FY 00 and 01 biennium budget.

Idaho State Code does not recognize the concept of a two-year budget and requires the City to adopt an annual budget each
year through formal publishing and hearing requirements and by adopting an annual appropriation ordinance. Therefore,
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each year of the two-year budget is separately adopted consistent with State Code requirements. However, administratively,
the two-year budget incorporates both annual budgets and the second year adoption entails a streamlined mid-biennium
review and revision process to address changes that occurred since the two-year budget was

developed.

The Mayor and City Council also review the results of operation and financial position of funds quarterly for each of the
fiscal years within the two-year budget period.

The following procedures are used to establish budgetary control and to allow approved change to the adopted budget:

- Prior to October 1, the budget is legally enacted through passage of an ordinance and based upon extensive public budget
workshops and public hearings. All funds are recognized in the budget including the General, Special Revenue, Debt
Service, Capital Projects, Enterprise, Internal Service and certain Trust Funds.

- Budgets are adopted on a basis consistent with generally accepted accounting principles (GAAP), except as noted above.
Total appropriations represent budget amounts as originally adopted plus current year adjustments for council approved
prior year encumbrances, uncompleted items (primarily capital and equipment) carried forward to the following year and
new projects or expenditures approved by council from prior year turn back dollars and appropriation changes approved
during the year.

- Formal budgetary integration is employed as a management control device during the year for the General, Special
Revenue, Capital Projects, Enterprise, Internal Service and certain Trust Funds. To provide oversight and control, the
Mayor's Budget Team reviews all proposed changes to the budget that are exceptions to department head authority.

- During the fiscal year, all expenditures are authorized by Payment Voucher, Purchase Order, or Journal Entry which are
reviewed, according to procedures in the City Code, for budget authority, available funds and adherence to the City's
purchasing procedures and good business practices.

- Department heads have defined discretionary authority to transfer budget appropriation amounts within approved budget
totals, between line items within funds and consistent with the adopted "Budget Transfers" policy.

- Transfer of budget appropriations not allowed under department head discretion, may be recommended by the Mayor's
Budget Team and approved by the Mayor and City Council. Revisions that alter the total expenditure appropriation of
any fund or that add permanent employee positions must be approved by the City Council. Any transfers of contingent
funds require Mayor and City Council approval. State law does not allow fund expenditures to exceed fund
appropriation. Appropriations lapse at year-end.

- Idaho State Code allows the City to reopen the annual budget if a need for increased appropriations beyond the budgeted
total is experienced. The reopened budget must be adopted by following a process similar to that, which was used to
adopt the original budget, including public hearings and adoption of a revised annual appropriations ordinance. No
supplemental appropriations were necessary during fiscal year 2003.

Basis of Accounting

Basis of accounting refers to when revenues, expenditures, expenses and transfers are recognized in the accounts and reported
in the financial statements. Basis of accounting relates to the timing of the measurements made, regardless of the
measurement focus applied.

The modified accrual basis of accounting is used for Governmental Funds (General, Special Revenue, Debt Service and
Capital Projects). The modified accrual basis of accounting as used by Boise City recognizes revenues when they are
measurable and available. Likewise, expenditures are generally recorded as the liabilities are incurred. An exception to this
general rule is that interest revenue and expenditures on special assessment levies and indebtedness is recorded when due. All
material revenue sources including property taxes and intergovernmental revenues are susceptible to accrual.
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The accrual basis of accounting is utilized for Proprietary Fund Types (Enterprise and Internal Service) and Nonexpendable
Trust Funds. The Accrual Basis of Accounting recognizes revenues when they are earned and expenses when the related
liability is incurred. Unbilled service receivables are recorded at year-end.

ACCOUNTING SYSTEM

City accounts are organized on the basis of funds. Each of which is considered to be a separate entity. The operations of each
fund are accounted for with a separate set of self-balancing accounts that compromise its assets, liabilities, fund equity,
revenues and expenditures or expenses as appropriate. Government resources are allocated to and accounted for in individual
funds based upon the purposes for which they are to be spent and the means by which spending activities are controlled.

Funds are classified into three broad fund categories: Governmental Funds, Proprietary Funds and Fiduciary Funds.
DESCRIPTION OF FUNDS

Governmental Funds: These funds support the City’s traditional programs, services and projects including Fire, Parks and
Recreation, Library, Public Works, Police and Planning and Development Services. Governmental funds use a spending
measurement focus. Only current assets and current liabilities are generally included on General Fund balance sheets. Fund
balance is considered a measure of ‘available spendable resources’ which are either reserved (not appropriable for
expenditure or legally segregated for a specific use) or unreserved. The unreserved portions may be designated to indicate
tentative plans for their use in future periods.

The following types of governmental funds are utilized by the City:

- General Fund: This fund is used to budget and account for those resources traditionally associated with governments.
This fund accounts for all revenues and expenditures that are not accounted for in specific purpose funds. The General
Fund is the mechanism for typical discretionary tax resources. It is also a mechanism for those services that are of
general benefit to the public but for which full recovery of costs is often deemed not to be feasible. The General Fund
includes a variety of beneficial revenue sources such as user fees, fines, permits and licenses.

- Special Revenue Fund: The Special Revenue Fund is used to budget and account for the Community Development
Block Grant. This insures that its uses are consistent with the specific use and management requirements imposed by the
grant program.

- Debt Service Fund: This fund is used to budget and account for the accumulation of resources for and the payment of
general long-term debt principal and interest.

- Capital Projects Fund: The Capital Projects Fund is used to budget and account for the acquisition and construction of
capital facilities other than those projects which are financed by proprietary and trust funds. The majority of the projects
have some property tax or other discretionary funding or are for the benefit of the property tax supported departments.
Funding sources may also include donations and federal and state grants as well as discretionary tax sources.

Proprietary Funds. These funds are used to budget and account for government’s business type activities (e.g. activities that
receive a significant portion of their funding through user charges). The following Proprietary Funds are utilized by the City
of Boise:

Enterprise Funds are those funds that are financed primarily through user charges. Enterprise fund accounting is designed to
accumulate the total cost (including depreciation) of providing a particular service and to indicate the extent to which user
charges imposed upon service consumers are sufficient to cover those costs.

The following are examples of the City’s Enterprise Funds:

- Airport Fund is used to budget and account for the operation of the airport. All operations, debt service and capital
additions are accounted for in this fund.

Two Year Budget - FY2004 and FY2005 3



BOISE CITY - FINANCIAL SYSTEM OVERVIEW

- Sewer Fund is used to budget and account for the operations of the portion of the sewer system that is owned by the
City. Three sewer districts collect sewage within the City of Boise and contract with the City to process the sewage in
one of the three City operated plants. Debt service and capital improvements are also budgeted and accounted for in this
fund.

- Geothermal Fund is used to budget and account for the operations of a system to deliver hot water to be used for
heating. All operations and capital expenditures are budgeted and accounted for in this fund.

- Parking System Fund is used to budget and account for the Grove Street Parking Garage, which provides short and
long-term off street parking to the citizens in the downtown area as part of the parking system operated by CCDC.

- Solid Waste Fund is used to budget and account for the billings and receipts for the City solid waste service. The
collection is contracted out to an independent firm. The solid waste hauler and County landfill are paid directly by the
City of Boise.

Internal Service Funds are used for the financing of goods or services provided by one department of a government to other
departments or agencies on a cost-reimbursement basis.

The City utilizes the following Internal Service Funds:

- Shop Fund is used to budget and account for the cost of operating a maintenance facility for automotive equipment used
by other City departments. Service charges are based upon flat monthly rates plus mileage. The various user departments
acquire the automotive equipment.

- L.M. Cunningham Fund is used to budget and account for the operation of the City arboretum. City departments
purchase plant material and trees from this fund at a predetermined rate based on size and condition.

- Risk Management Fund is used to budget and account for the operation of the City’s comprehensive liability program
and various insurance coverages. The City purchases liability, property, fiduciary bonds and other various insurance
coverages through this fund. Additionally, self-insured losses are paid through the Risk Management Fund. Costs are
then billed back to the departments on the basis of exposure and actual loss.

Fiduciary Funds. These funds are established to budget and account for assets held by the City in a trustee capacity or as an

agent for individuals, private organizations, other governmental units and other funds. Fiduciary Funds are categorized as

Nonexpendable Trust Funds or Agency Trust Funds.

Nonexpendable Trust Funds

- Dedicated Trust Funds are used to budget and account for monies that are dedicated for a specific purpose. The
principal must remain intact; only the interest income is used for current operations.

- Housing Rehabilitation Fund is used to budget and account for several revolving loan funds that provide low interest
loans for housing. Various federal grants were used to establish the existing fund balance. Collections from the loans are
used for the program expenses and to make new loans to qualified citizens.

- Sewer Aid Fund is used to budget and account for loans to individuals for sewer rehabilitation project costs.

Agency Funds

- The Boise City Trust Fund is used to budget and account for items that must be held in trust for any reason. The major
items accounted for in this fund are the City’s deferred compensation plan and Boise Improvement District payments.

DESCRIPTION OF ACCOUNTS

General Account Groups are not funds and the City does not prepare budgets for them. The City does provide lists such as
fixed assets and liabilities that do not require use of currently available resources. However they are an important
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consideration in understanding the financial position of the City. Account Groups are categorized as General Fixed Asset
Account Groups or General Long-term Obligations Account Group.

General Fixed Assets Account Groups are those fixed assets used in the performance of general governmental functions
and exclude the fixed assets of Enterprise, Internal Service and Non-Expendable Trust Funds. The group accounts for cost,
estimated costs or fair market value of donations and is considerably less than their present value. Depreciation on general
fixed assets is not recognized in the City’s accounting system. Fire hydrants and streetlights are the only public domain
(infrastructure) assets included in the general fixed asset account group. These account groups are not directly budgeted but
are derived from assets created in other funds.

General Long-term Obligations Account Group lists debt, generally at face value without discounts or premiums.

PROPERTY TAX PROCEDURES - STATE LEGISLATION ACTION

Boise City’s major source of revenue for general fund operations is property tax. The County collects the property taxes in
December and June for the tax year that concluded in December and transmits the proceeds to the City.

Property tax law is set by the Idaho State Legislature and has changed significantly since 1978. The voters of the state of
Idaho approved the ‘One Percent Initiative’ that year. Initially, property tax proceeds were frozen until levies equaled
approximately one percent of total market valuation of property.

In the mid 1980s, a five percent cap on annual increases in property tax proceeds was imposed. In FY 92, the five percent
cap on property tax rate increases was eliminated and replaced with “Truth in Taxation’ requirements. The State of Idaho’s
“Truth in Taxation’ law also requires the City to publish notice and to seek comment at a Public Hearing regarding increases
in the proposed tax rate.

In 1995, the Legislature, under the leadership of the Governor, adopted a new cap on property taxes. The new cap was an
increase of no more than three percent over the prior year plus an increased amount related to new construction and growth.
The “growth formula” applies the prior year tax rate to the amount of taxable market value of new construction and
annexation. The “growth formula” taxable value was to be estimated through building permit information or the Occupancy
Roll. The law was effective for all taxing entities retroactive to January 1, 1995.

In 1996, the Legislature modified the property tax law again to require that new construction be calculated by County
Assessors through a new construction roll.

The “Three Percent Cap” and formula have significantly moderated the increases in property taxes for taxpayers. The
Legislature has generally resisted changes during the decade since its adoption.

REGISTERED WARRANTS PAYABLE

The City has statutory authority to issue interest-bearing warrants. No registered warrants are currently outstanding. The City
has administratively chosen to use other tools than warrants because of a commitment made during the refinancing of the
City’s revenue anticipation note debt in 1995.

REVENUE ANTICIPATION NOTES

The city has statutory authority to issue interest-bearing revenue anticipation notes. No revenue anticipation notes are
currently outstanding. The City refinanced all outstanding RAN debt in 1995 and, as a result, was able to move to a current
year property tax levy. Subsequent, the City has committed to avoid RAN debt in the tax supported funds.

BONDED INDEBTEDNESS

The Idaho State Code provides the city of Boise with the authority to issue long-term debt under limited circumstances.
General obligation debt requires an approving vote of two-thirds of the electors in an election. The exception to this

requirement is if the debt will be used for ‘ordinary and necessary’ municipal purposes or if it has maturity of one year or
less.

Two Year Budget - FY2004 and FY2005 5



BOISE CITY - FINANCIAL SYSTEM OVERVIEW

State law allows these debt issues to be sold and repaid without a vote of the electorate if facilities funded are ‘ordinary and
necessary’ local government functions or if the commitment in the debt instruments is subject to an ‘annual appropriation’
clause or otherwise has a payment commitment of no longer than one year.

All debt under the ‘ordinary and necessary’ provisions and most under the “annual appropriation” are typically reviewed with
a State judge to obtain judicial validation of the compliance of the issuance with the intent of the constitutional provision.
Some revenue bonds require only a simple majority and can be used for facilities related to the source of revenue only.

On August 26, 2002, the City experienced an adverse ruling on a proposed debt issue for a new police headquarters and
patrol precinct facility. The issue of debt issuance for tax supported facilities is an issue for which the Mayor and City
Council have not developed a strategy in FY 2004 (as of September, 2003.)

GRANTS & OTHER INTERGOVERNMENTAL REVENUES

Federal reimbursement-type grants for the acquisition of fixed assets of proprietary fund types are recorded as
intergovernmental receivables and contributed capital when the related expenditure/expenses are incurred.

The City projects federal grants in FY 2004 and 2005 from the Homeland Security program and from the Department of
Housing and Urban Development (HUD) for the Community Development Block Grant (CDBG) and Housing programs. The
City also projects grants from the Department of Transportation for transit programs and greenbelt projects. Additional grants
are projected from the Federal Airport Administration (FAA) for airport facilities and from the Department of Education for
Library Programs.
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