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• What Are Policies and Why Do We Have Them?
– “Policies are Principles, Rules, and Guidelines Adopted by the Legislative Body 

to Reach Long-Term Goals”
– Effective policies preserve or enhance the fiscal health of government
– Follow Best Practices in Financial Management

• Review Current Financial & Budget Policies
– No New Policy Proposals
– Internal Service Fund – policy clarified 
– Other revisions are mostly cosmetic (e.g. fiscal year updates)

• Overview of Investment Policy
• Other Financial Management Tools

– Internal/External Audits
– Accounting Standards
– Administrative Procedures
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AGENDA



POLICIES REFLECT BOARD DIRECTION

• Policy Goals
– Preserve Capital Through Prudent Budgeting and Financial 

Management
– Most Productive Use of Funds to Meet Goals Established by Board
– Achieve Stable Balance Between Ongoing Commitments and Revenues
– Leverage Local Funds w/ Federal and State Funds
– Support Government Accountability
– Board intends to comply with federal/state requirements, GAAP, and 

GASB

• Subject to Annual Review
– Update Board on Status of Compliance w/ Adopted Policies

• 17 Policy Statements, Developed and Refined Over Time
– Annual Review to Report on Status, Identify Changes
– Recommend New Policy Statements When Desired or Necessary
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• Policies Follow GFOA Best 
Practices
– Tailored to Suit Needs of the 

Organization
• Promote stability and 

continuity
• Provide Strategic Intent 
• Define limits
• Manage financial risk
• Support good bond ratings

– Framework Organized Around 
4 Principles of Budget Process

• Establish Broad Goals to 
Guide Decision Making

• Develop Approaches to 
Achieve Goals

• Develop a Budget Consistent 
w/ Those Approaches

• Evaluate Performance and 
Adjust When Necessary

• Features of Effective Policies
– Exist in Written Form
– Reviewed on a Regular Basis
– Establish Clear Goals

• Control v. Flexibility
– Comply w/ Applicable Laws 

and Regulations
– Maintain Flexibility to 

Respond to Changing Needs
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POLICIES REFLECT BEST PRACTICES
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CURRENT POLICY STATEMENTS

General Fund 
Forecast Tax Revenues

Federal/State 
Grant and 

Foundation 
Revenue

Recovery of 
Indirect Costs

Use of One-Time 
Only Resources

User Fees, Sales, 
and Service 

Charges

Budgeted General 
Fund Reserves

Budgeted Other 
Fund Reserves

General Fund 
Contingency

Capital Asset and 
Transportation 

Planning

Long Term 
Liabilities 

Other Fund 
Balances

Internal Service 
Funds

Investments, 
Banking Services, 

and Cash 
Management

Short-term and 
Long-term Debt 

Financings

Conduit Debt Interfund Loans



RECOVERY OF INDIRECT COSTS 

• What are Indirect Rates?
– Method to recover general fund overhead costs from revenue 

grants/contracts 

• Federal Guidelines Govern Recovery Method
– Direct Costs: direct benefit to single program. Costs are directly charged
– Indirect Costs: benefit common or multiple programs (e.g. Administration). 

Costs are allocated 

• Indirect Rate Calculation
– Indirect Costs/Direct Costs = Rate
– Rate on Payroll Costs Only

• Preparation and Timing
– Rates revised every fiscal year
– Actual costs from most current completed fiscal year used to prepare rates
– Example: FY23 actuals used to develop indirect rates for FY25 budget
– Rates prepared for each department
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RECOVERY OF INDIRECT COSTS CONTINUED

• How are Indirect Rates Charges?
– Rate is applied on all direct payroll costs charged to external funder
– Indirect Revenue: is the revenue recovered from external funder to cover 

County overhead costs based on established rate

• Indirect Rate fluctuations 
– Increases/decreases in overall payroll costs
– Increases/decreases in indirect payroll costs
– Reconciliation of indirect rates to actuals 

• FY23 Actuals vs FY23 Estimates

– COVID Funding (e.g. ARPA, CARES) impacts on indirect rates
– Increases in indirect rates DOES NOT mean we get more external funding

• The County retains more from grantor to cover overhead costs associated with 
supporting grant program
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• Indirect Calculation “Rate”
– Total Indirect Costs/Total Direct 

Cost
• Indirect Costs - costs that benefit 

common or multiple programs (e.g. 
departmental accounting, budgeting, 
human resources, procurement, 
contracting, etc..)

• Direct Costs - costs that are readily 
identifiable that directly benefit a single 
program (e.g. physician, nurse 
practitioner, etc.)

• Indirect Revenue – revenue 
retained (general fund revenue) to 
cover overhead costs associated with 
supporting grant program
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RECOVERY OF INDIRECT COSTS CONTINUED



INTERNAL SERVICE FUND - CONTINGENCY

• Internal Service funds are used to account for business 
operations and charge for goods or services provided to other 
departments or agencies on a cost-reimbursement basis
– Fleet Management 
– Information Technology
– Mail Distribution
– Facilities Management Services

• Proposed Change: Internal Service operating contingency
– Internal Service charges may include an operating contingency not to 

exceed 60 days of operating expenses or 10 percent
– Purpose: to ensure services can be provided at constant level without 

interruption to departmental customers
– Use: Unplanned (non-routine) or emergency expenses
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RESERVE POLICY – GENERAL FUND AND OTHER FUNDS

• Reserves Benchmarks:
– General Fund

• County General Fund 12%
• Business Income Tax Stabilization 12%

– Other Funds
• Preschool for All Fund 15%
• Supportive Housing Services Fund 10%

• Purpose: 
– To protect the County against temporary fluctuations in revenues 
– Can be used when actual revenues fall below budgeted estimates 

“Forecasted”

• In FY 2023, the Board set a multi-year commitment to raise 
General Fund reserve benchmark from 10% to 15% to align 
with GFOA best practices
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EXTERNAL AND INTERNAL DEBT LIMITS

• Statutory Limits
– General Obligation Bonds - 2% of Real Market Value = $4.2 Billion
– Revenue and FFC Bonds - 1% of Real Market Value = $2.1 Billion
– Pension Obligation Bonds - 5% of Real Market Value = $10.5 Billion

• County Policy
– Annual Debt Service Can Not Exceed 5% of Ongoing General Fund 

Revenue
– County Well Within Limits Established in ORS
– Match Debt Amortization to Expected Asset Life
– Use of One-Time-Only GF Revenue to “Buy Down” Debt 
– Refinance Debt when Net Present Value Savings Exceed 3%

• Interfund Loans (ORS 294.468)
– Operating Cash Flow or Capital 
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INTERNAL DEBT CAPACITY LIMIT
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INTERNAL DEBT CAPACITY LIMIT - CONTINUED

 $-

 $2,000

 $4,000

 $6,000

 $8,000

 $10,000

 $12,000

County Debt Subject to Financial Policies
($'s = 1,000's)

ECCH Debt 

HDHQ and 
DCJ Campus 

Courthouse 
Debt 



• Follows State Statute
– Portfolio Cannot Hold Equities
– Establishes Investment 

Parameters

• S(afety), L(iquidity), Y(ield)
– How We Evaluate Investments
– Do Not Invest in Fossil Fuels

• Establishes Benchmarks
– BofA Merrill 0-5 Treasury Benchmark

• Investment Strategy
– Work w/ Investment Advisor
– Liquidity v. Core Fund
– Maturity Constraints 

• Up to 5.25 Years
• Weighted Average Maturity 2.5 

Years
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INVESTMENT POLICY OVERVIEW 
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INVESTMENT POLICY - CONTINUED
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OTHER FINANCIAL MANAGEMENT TOOL

• Audits – Internal & External Audit Recommendations
– Review Both Central and Departmental Processes
– Evaluation of Financial Systems and Internal Controls

• Pronouncement – Requirement Established in Statute or Set 
by Standard (i.e., GASB)
– May Lead to Development of Policy

• Procedure – Operational Directives Designed to Standardize 
Processes
– FAC’s, FIN’s, PUR’s, and RSK’s

• Practice – Informal, Does Not Imply Same Level of 
Commitment
– May Lead to Development of Policy
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FUTURE POLICY ANALYSIS AND DEVELOPMENT
• Review Existing Policies

– What Can We Learn From Comparable Jurisdictions?
– Are They Still Relevant? (Lessons learned from emergency)
– Changes from new accounting pronouncement  

• Topics For Future Consideration 
– Procurement 
– Grant Making 
– Budget to Actual reporting to BCC (Level: Program Offer)
– ESG (Environmental, Social, and Governance)

• Anything the Board Would Like Us to Consider?

• What Do Rating Agencies Want to See?
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SUMMARY AND QUESTIONS

• Policies Establish Framework for Financial and Budgetary 
Decision Making
– Reflect Direction of the Board
– Align with GFOA Best Practices
– Policies work in conjunction w/Other Financial Management Tools
– Policy Review and Development is a Continuous Process Improvement

• Proposed Policy Changes
– Clarification of Internal Service Fund Policy 
– Mostly cosmetic and reference updates

• Questions?
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APPENDIX: OUTSTANDING COUNTY DEBT
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