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INTRODUCTION

The Chief Financial Officer (CFO) extends ongoing as well as situation-specific policy support to
the City Manager, and serves as the main point of contact for all finance-related matters across
the organization. The CFO provides leadership to the Finance Key Business Unit to ensure that
all departmental activities and services are in alignment with, and in full support of, the City
Council and City Manager’s policies. In delivering these services, Finance is committed to
enabling the work of its customers while observing the significant compliance requirements that
are prescribed by both federal and state general statutes concerning the care of public moneys and
maintenance of records.

The Finance Key Business Unit is in the process of retooling its internal policies and processes to
respond to the City Manager’s directive for organizational change. Finance is changing how we
communicate, how we use and share resources, how we define success, how we lead in the
organization and how we lead in the community. A new comprehensive service model has been
implemented to ensure the changes that the department is making are in keeping with the City
Manager’s organizational change initiative and address the dynamic needs of the community.

As reflected in the diagram below, alignment with corporate objectives continues to be central to
Finance’s management strategy. Finance considers strategic planning to be a continuous process
that must be effectively linked to implementation in order to be successful. Using the premise
that all work can be classified as a project or a process, the alignment and linkage concept is a
tool that helps employees understand their role in implementing corporate strategy. From a
strategic planning perspective, the alignment and linkage concept helps identify strategic issues
and ensures that only processes and projects which align with corporate strategy are selected for
implementation. From an implementation perspective, the alignment and linkage concept helps
ensure that processes and projects are effectively planned and managed.

Alignment and Linkage Diagram:

City Strategy / SOP
Corporate Scorecard/Council Focus Areas
Annual Comprehensive Citizen Service /Organizational Change Stra t.egy
Planning Palicy
Finance Strategy / SOP / Comprehensive Service Model
Division-Level Strategic Plans
Balanced Scorecard /Link to Corporate Scorecard (BSC)
Project Portfolio Process Portfolio
Active Projects - Link to BSC Core Processes - Link to BSC Processes
Weekly Inactive Projects- Link to BSC Other Processes - Link to BSC Projects
Planning Discovery List
Potential Project List Measures
Weekly Work Plans
(Project Portfolio, Process Portfolio, Critical Task List)
Daily People
Planning
Rewards

Recognitions




INTRODUCTION - continued

As in previous years, continuous improvement is a key management strategy that is reflected
throughout Finance’s SOP. Although strong performance has been delivered and significant
achievements have been realized in the past, Finance is committed to continuously looking for
ways to move to the next level. Finance’s FY12-13 SOP has been designed to serve as the road
map for moving to the next level. While various strategic alignment components are considered
in the planning process, Finance focuses on the following areas:

e Strategy. Complete alignment involves planning from the top-down and from the bottom-up
and it translates to making decisions that ensure the services provided and the products
offered enable the work of and meet or exceed the needs of the customer. A key element of
complete alignment involves the Finance Leadership Team (LT) meeting semi-annually with
the City Manager to discuss his Finance-related objectives and expectations. Complete
alignment is further perpetuated by the Finance LT as it meets regularly to track and monitor
its progress toward City objectives. In addition, complete alignment includes bottom-up
planning meetings with front-line employees who identify opportunities for enhanced service
delivery as well as issues that need to be addressed so that these can be propetly prioritized
and implemented as part of the process management and project management methodology.

e People. Finance must have a sufficient number of personnel and they must have the
competencies, resources, training and strengths needed for the successful execution of
processes and projects. Skills and attitudes must support goals; activities must be prioritized;
goals must be realistic and attainable; and roles and responsibilities must be clearly defined.
Finance recruitment and retention efforts will reflect the importance of diversity, and the
development of a skilled and diverse work-force.

e Process. In order to ensure alignment, Finance must have a thoroughly documented
inventory of its processes and fully understand the customers’ needs as well as the products
or services delivered. With respect to its core processes, a systematic process management
approach is utilized that captures key metrics for use in process improvement activities.

e Project. In order to ensure alignment, Finance must identify, evaluate, prioritize, and pursue
projects that provide needed products to customers or improve essential processes. A
systematic project management methodology is used to ensure successful project
implementations and to facilitate continuous improvement.

e Rewards and Recognition. Rewards and incentives must be tied to the achievement of key
targets, and PRDs and merit increases must reflect successful achievement of goals.

e Measures. In order to improve the quality of service delivery, project and process measures
must be a part of daily operations, metrics must be captured and analyzed, and the appropriate
actions must be taken. Finance strives to use logical measures that are “SMART™: Specific,
Measurable, Actionable, Relevant and Timely.

A summary of the budget and positions requested for FY12-13 is provided below.

FUND FY12 FY12 FY13 FY13
AMOUNT POSITIONS AMOUNT POSITIONS
General Fund $9,567,490.16 81 $9,729,603.91 81
Risk Management $3,001,091.39 27 $3,018,110.64 27
Fund
Total $12,568,581.55 108 $12,747,714.55 108




VISION

In looking to the future, Finance sees a City that must continue to support:

A corporate approach to collectively addressing the needs of customers
A strong, well-balanced and diversified business environment
A vibrant center city that fosters the growth of its business and residential components
Strong neighborhoods that attract and retain a diversified population
Great government, i.e., one that;
o Is ethical in appearance and in fact
Meets needs
Solves problems
Is forward looking
Is efficient
Is effective
Provides value in the services it delivers to its customers
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Although first articulated more than a decade ago, Finance’s vision remains completely valid and
applicable today:

“Quality employees providing quality service”

While the vision of the Finance Department remains unchanged, its policies and procedures are
being modified to respond to the City Manager’s directive for organizational change in order to
effectively match the pace and address the complexity of the community we serve. Finance is
retooling its service models and corporate policies to ensure its processes and policies align with
the corporate approach. Finance will focus on providing comprehensive citizen service in a
collaborative manner to deliver responsive solutions that meet customers’ expectations for current
and future service.

Finance employees are committed to working in direct support of, and in complete alignment
with, the City’s corporate objectives. Diversity is a strength that will be leveraged to help us
achieve alignment. A major goal of our SOP is to ensure that the actual work done by our
employees aligns with the corporate strategy. In doing so, our employees will continue to
contribute positively and measurably to the elements listed above.



MISSION STATEMENT

Over the past year, Finance has worked closely with the City Manager to revamp its strategic plan
to focus on a corporate approach to achieving comprehensive citizen service. Achievement of
Finance’s vision is best understood by examining the “what, who, when and why” of the Finance
Strategic Plan. The Finance Strategic Plan links the City Manager’s directive for organizational
change to the Finance Mission: “Empower, train and support Finance employees to provide ever-
improving services to the public and other employees by listening to the voices of customers,
processes and employees.”

WHAT: The Finance Strategic Plan is a long-term, flexible management strategy that will guide
the Finance Key Business Unit to significant improvements in service delivery by focusing on
both processes and on projects.

e  When focused on “process,” the strategy begins by identifying what we do and who
our customers are. The strategy then calls for Finance to interact extensively with
new and existing customers to ensure that their needs are being met and to confirm
that Finance is enabling their efforts. As part of this process, Finance determines if
new products and processes are needed. Processes are evaluated on an ongoing basis
to determine if they should be improved or eliminated.

e When focused on “projects,” the strategy prompts the initiation of those that support
the Finance Strategic Operating Plan. Detailed project plans are developed to ensure
successful implementation and to leverage resources. Projects that will provide
enhanced products or improve processes or enable the work of customers and that are
in alignment with the Finance Strategic Operating Plan are pursued. As important,
those projects that fail the alignment test are not pursued.

WHO: The Finance Strategic Plan has been designed — and has been implemented - as a
management strategy that will provide a roadmap for use by all levels within the Finance
organization. Full implementation of the strategic plan will concurrently benefit our external and
internal customers by providing Finance personnel with the tools they need to provide
comprehensive customer service from a corporate perspective.

WHEN: The Finance Strategic Plan is in place and functioning. As a flexible and dynamic
management strategy, it will continue to evolve over time in response to changes in the City’s
strategy, vision and corporate objectives. At all times, however, the Finance Strategic Plan will
be in complete alignment with and in full support of the City’s corporate vision and mission.

WHY: As discussed in the “Introduction,” while the delivery of the services provided by
Finance has been the subject of frequent reviews over the years, it is strongly believed that a more
focused and corporate approach is essential if Finance is to move to the next level. The Finance
Strategic Plan has been developed to provide unity of effort as we strive to enhance the quality of
services we provide.



KEY ISSUES AND CHALLENGES

Risk Loss Fund. Funding needs for the Risk Loss Fund continue to outweigh funds available.
This will remain a key issue while the culture change is progressing until we reach a point
where safety becomes an inherent part of the job for all KBUs. Clear statements made by the
City Manager that this is an important and necessary changes have helped KBUs initiate this
transition. The Executive Level Risk Task Force is using this momentum to develop new
goals and policies that are aimed at reducing payouts to the loss fund. Although these policies
are helping to reduce claims, it will likely be several years before actuaries recommend
reduced funding needs in correspondence with the City’s current efforts in loss reduction.

Lack of Capacity for a Capital Program. Weak economic conditions and increased funding
needs have resulted in a reduction in fiscal security. Once all bonds are issued from the
November 2010 referendum, there will be no funding capacity for new capital projects. Trying
to stretch the thin resources that are currently supporting CATS operations and capital while
protecting against risk to City property taxpayers remains an issue of prime concern. Rating
agencies require that municipalities plan for future capital needs; the lack of an adequate
capital plan could jeopardize the City’s AAA rating in future years. Furthermore, rating
agencies are in transition in the wake of the financial crisis. This period of change has led to
some unpredictability in how they will react to the existing City financials and capital
program. It is difficult to know whether the agencies will continue to view the City in the
same manner even with the same variables and financial performance. This creates an even
greater need for the City to meet, and even exceed, our financial, legal, contractual and
programmatic obligations.

Creating a New Credit Entity. In FY2012, the City will be issuing the first Customer
Facility Charge (CFC) based revenue bonds for Charlotte-Douglas International Airport.
These bonds will be used to finance a portion of a new parking deck adjacent to the Airport
for rental car operations. The debt will be secured and repaid from a daily surcharge applied to
rental cars which was originally imposed in 2007. The CFC debt entity will likely carry a
lower rating than general Airport revenue bonds due to the added market risk associated with
the rental car business. The City’s otherwise outstanding credit and debt management will
offset some of the risk penalty. The new parking deck is a part of a major overhaul of the
entrance to the Airport and will eventually incorporate a wider access road and expanded
terminal and baggage facility.

Enterprise Resource Planning (ERP) Project. Finance continues to be actively involved in
the ERP project; including diligent work to ensure that the common model approach is
sustained throughout the RFP process to minimize future costs associated with maintaining the
new system. As the vendor selection process continues to develop, the ERP Project will
require increasing time commitments from staff involved with the project. Supporting ERP
while continuing the day-to-day operations of the Finance Department will continue to be an
escalating issue. Full implementation of the ERP system will take several years, and will
require staff to be removed from their previous job duties to work solely on the ERP
implementation process.

City Revenue. The current economic environment has produced some of the weakest revenue
conditions for municipal governments in recent memory. Meticulous financial management
has limited the City’s exposure relative to its peers, but slow economic growth will continue to
threaten key municipal revenue streams into the foreseeable future. Structural changes in the
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economy, potential revenue cuts from both the state and federal government and reduced
returns on investment have all negatively impacted the City’s revenue. Uncertainties in the
market have increased the difficulty of both accurately projecting future revenue and
identifying potential sources of additional revenue. Finance will continue to collaborate with
Budget and Evaluation, the City Manager’s Office and statewide organizations to identify and
address issues as they emerge during this period of receding revenue.

Completion of Major Financings. The ongoing process of pursuing and successfully
accomplishing major financings in support of the City’s capital program will continue to be a
major priority for the Finance Department. '

Continued Utility Management System (UMS) Support of 311/Utilities Transition and
Optimization. The UMS Team has played a significant role in the development and
implementation of the “40 Point Customer Service Improvement Plan,” as directed by the City
Manager. Many plan improvements have been made, and others are in the development and
implementation process to improve customer service by fully shifting customer-facing
activities and related resources from the Utility Billing Center to 311. Ongoing UMS support
will require a sustained commitment from Finance to achieve the short and long-term success
of this project.

Medicare Section 111 Reporting. Medicare Section 111 reporting is a very time intensive
process. Failure to properly report could result in very substantial regulatory fines. In January
of 2012 Medicare reporting will be further complicated as payments for property/casualty
claims will also have to be reported. In order to ensure that future fines associated with
Medicare Section 111 are not incurred, a Reporting Coordinator position may need to be
added to the Risk Management Division.

Emphasizing Safety with Production of Services. The recently established Risk Task Force
has successfully produced several of its desired results, but it has not been able to shift the
organizational perception that the production of services is more important than safety. This
perception issue can be closely correlated with rising charges to the risk loss fund. Costs
incurred by the risk loss fund continue to exceed annual KBU budget contributions to the
fund. The organization needs to begin thinking of ways to safely produce services to preserve
the City’s human and financial resources.

Impactful Risk Management Goals. While the risk task force has produced some desired
results, production of services is a goal that far outweighs safety within our organization and
can be clearly tied to a good number of losses. The organization needs to find a way to get
production and safety at least on an equal footing to production; even though safety should
have a higher priority than production.

Workers’ Compensation. The current workers’ compensation laws and promulgated
administrative processes are difficult to manage and are seemingly counterproductive to the
original intent of the law. Workers’ compensation costs continue to rise, yet little work is
being done by the Department of Labor to reform this broken program. The State legislature
did pass reforms this year that are considered to be somewhat significant, but it will take
almost 10 years to assess the effect on costs. The system remains extremely expensive and
continues to be a major cost for the City.

Utilization of New CVOC Facility. In April 2011 the new Charlotte Vehicle Operations
Center (CVOC) administration building opened. Despite having upgraded facilities, this
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excellent resource continues to be underutilized. With the number of vehicle accidents on the
rise across the organization, CVOC should be better used to improve the skills of employees
that operate City vehicles.

MPC/Clarity Tramsition. BSD has continued support of the Clarity budgeting software
implementation. Much work was required to provide financial data to the Clarity vendor to
accurately load and update this data in the Clarity system. There have been some challenges,
but issues have been resolved through close collaboration with BSS/IT. It is likely that such
issues will continue to surface as phase one utilization is stabilized and additional Clarity
phases/functionality are rolled out in the future. Because resolution of such issues tends to be
very time-sensitive, this will likely result in resource contentions with existing operations and
ERP.

Post-Issuance Compliance for Debt Issues. Changes derived from IRS audits and greater
scrutiny by rating agencies, underwriters and banks resulting from the financial crisis have
required Treasury to revise and update processes for issuing and managing debt after issuance.

Conversion from Wachovia to Wells Fargo. The final conversion of the City’s depository
bank is planned to be completed by the end of calendar year 2011. The conversion will require
Finance to make system and process changes that are currently unknown. The Treasury
Division is in constant communication with Wells Fargo to remain apprised on any new
developments related to the conversion process.

Resources for the Business Systems Division. With growing demands on the Business
Systems Division, the ability to deliver desired results in a timely manner continues to be an
issue. Important projects have been continually delayed because other high priority and high
visibility projects have taken precedence.

New Governmental Accounting Board Requirements. Each year the Governmental
Accounting Standards Board (GASB) issues new financial standards and financial reporting
requirements that greatly increase the complexity of remaining in full compliance. Financial
Reporting is currently preparing for the implementation of two new statements: GASBS 60:
Accounting and Financial Reporting for Service Concession Arrangements (FY2013) and
GASBS 61: The Financial Reporting Entity: Omnibus - an amendment of GASB Statements
No. 14 and No. 34 (FY2013). Two other statements will be implemented with the FY2011
CAFR, which is prepared during FY2012, these include: GASBS 54: Fund Balance Reporting
and Governmental Fund Type Definitions; and GASBS 59: Financial Instruments Omnibus.
Successful implementation of these standards is required in order to receive an unqualified
opinion from the external auditors. Additional statements are in exposure draft status;
Financial Reporting intends to review and provide comments on these statements in order to
influence the issued standard.

CAFR Preparation Efficiencies. The City’s Comprehensive Annual Financial Report
(CAFR) is a legal requirement and a vital component of the City’s AAA credit rating.
Preparing the annual financial statements requires cooperation and assistance from other
KBUs within the City. Although most information necessary for the required statements is
received in a timely manner, there has been an increasing issue receiving information
necessary to promptly answer questions from the external auditors. This impaired
responsiveness ultimately delays the completion of the CAFR.



GASB Standard 45 - Other Post Employment Benefits (OPEB) /Long-Term Investment
Program. A new accounting and reporting standard for OPEB was implemented with the
FY2008 CAFR. The work to fund these benefits and make the associated long-term
investments is still in process. Considerations will need to be made regarding the impacts of
not having initiated the long term investment program on the next actuarial valuation (Fall
2011), as well as on the required semiannual reports to the Local Government Commission.

911 Reporting. Financial Reporting prepares the annual NC911 PSAP Report with assistance
from the Office of Budget & Evaluation, Police and Fire. The uncertainty of determinations
from the NC911 Board has been a challenge because each of the submitted reports has
required changes due to various costs being disallowed. 911 has been further complicated
because there will be a new funding model and eligibility rules in FY2012.

Difficulty Hiring and Retaining Professional Accountants. Finance continues to experience
difficulty in hiring and retaining qualified professional accountants. Aggressive management
action and close collaboration with Human Resources will have to continue to minimize this
ongoing problem.

Departmental Journal Entries. Departmental Transfer Invoices (DTIs) are accounting
entries submitted by departments covering a wide range of activities across the City. The work
involved in preparing, reviewing, and entering DTI data each year is an extremely labor-
intensive manual process.

Collection Point Controls. Revenue will continue work to improve internal controls, and
work with Internal Audit to help ensure that revenue collection points throughout the City are
audited on a regular basis to ensure appropriate internal controls are utilized. A centralized
billing, collection and deposit unit with sound internal controls is more efficient for the City to
minimize duplicated efforts and fraudulent activity, and to utilize existing infrastructure.

Rising Postage Rates. USPS postage rates increased by an average of 1.74% for all classes of
mail in April 2011. These rates are directly tied to costs for the number of City Services bills
and letters mailed. Revenue has taken measures to reduce postage costs through bill
presentment and discounted postage rates, but cannot contain expenses. There may be another
major increase in FY 12/13. Without necessary funds, the City will not be able to mail monthly
bills to customers resulting in a variety of customer service issues. In addition, the City will
experience an associated delay in the receipt of payments, which may impact interest earned.
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STRATEGIC ACCOMPLISHMENTS

Change/Comprehensive Customer Service/Corporate Focus —Consistent with Organizational
Purpose. Finance’s primary focus remains improving processes and projects to align operations with the
City Manager’s directive to transition from the “Run the Business” perspective to the strategic principle
of “Comprehensive Citizen Service.” This transition involved the implementation of Finance’s
Comprehensive Services Model, which uses Ken Miller’s “widget” methodology to develop a series of
new policies and procedures that help clarify cross-KBU roles and responsibilities. Work to create the
Comprehensive Services Model has improved communication with other KBUs and has helped to
address perception issues. The Finance Leadership Team has worked to reengineer its SOP to be even

more customer-oriented to be in better alignment with corporate objectives.

Enterprise Resource Planning. Finance remains actively engaged in the ERP Project. In preparation for
the upcoming system implementation, Finance established several new procedures and policies, such as
the Contract Processing Policy (FIN 4) and Accounts Payable Payment Policy (FIN 6), to better prepare
the organization for the next phases of the project. Finance employees, including the Chief Financial
Officer (CFO) and the Deputy Key Business Executive, are heavily involved in all aspects of the project.
Finance representatives continue to assist with project management, have helped to develop the project’s
team structure, serve as Team Leaders and Process Leaders, serve as Subject Matter Experts and
continue to assist with system selection and business process mapping. The Finance Department is
committed to ensuring the ERP selection and implementation process is a success, and will continue this
strong commitment for the duration of the project.

Risk Task Force. The Executive Level Risk Task Force continues to make major strides in establishing
risk management as a priority across the organization. The Task Force, with the assistance of the City
Manager’s Office and Risk Management staff, successfully developed and implemented a Managed
Return to Work and Critical Incident Review Policy that have resulted in reduced claims to the Risk Loss
Fund. The Task Force is currently working with Solid Waste Services to change the KBU’s
organizational culture to focus on safe production, rather than simply production. A safety consultant is
currently teaching “Safety at Six Sigma” workshops that teach a behavior based approach to reduce
accidents, injuries and lost productivity. The Task Force plans to use their success with Solid Waste
Services as a model for improving the safety of all KBUs across the organization.

DNC Preparation: Shortly after the announcement that the 2012 Democratic National Convention
would be held in the City of Charlotte, the Finance Department started working on several projects to
help ensure the City is prepared to host this exciting event. Financial Reporting, in collaboration with
Budget & Evaluation and the City Manager’s Office, have established accounting guidelines for the
DNC that will be distributed to all participating departments. The guidelines require all grant-
reimbursable expenses to be accounted for in a separate fund with tight controls to ensure only grant-
eligible expenses are recorded there. Finance is also working closely with Police and the DNC Funding
Committee to establish connectivity between current activities and accounting standards. Risk
Management is working with CATS, Fire and Police to ensure appropriate risk management processes
and insurance coverages are in place for the DNC.

E-Business Team: The E-Business Team has had several notable accomplishments over the past year.
The first project replaced the point-of-sale (POS) terminals with kiosks at the Airport valet parking lots.
The kiosks contain software that quickly scans customers” valet claim tickets and computes the cost.
The second project added an online payment module for CDOT’s parking software, T2 Systems. The
goal was to facilitate the automatic transfer of parking citation payment information from the third party
gateway into the T2 system. An Airport Revenue Control project is currently in the planning phase and
will replace the POS terminals with payment kiosks in the regular airport parking lots. Once the new

10



solution is implemented, there will be four cashier booths available out of 30 exit lanes. The E-Business
Team is also collaborating with CDOT to complete discovery on a convenient payment alternative that
will allow customers to use cell phones to pay for on-street parking. Another project involves moving
the CATS Ticket Vending Machines from Elavon Merchant Services to the State contract with
SunTrust/First Data Merchant Services. Testing on this project will begin in July with an anticipated go-
live date of August 2011.

E-Business Policy. In addition to project work, the Finance E-Business Team also worked to develop a
new city-wide E-Business Policy. In February 2009 work performed by the Finance E-Business Team
resulted in the corporate directive to create a new comprehensive e-business policy. The E-Business
Team developed a “roles and responsibilities” document that now serves as a guide for all e-business
projects across the organization. The Finance E-Business Team collaborated with Business Support
Services, the Attorney’s Office and the Office of the Chief Information Officer for several months to
develop the E-Business Policy. The E-Business Policy was approved by both the Finance Liaison
Committee and Senior Business Team and officially went into effect on January 10, 2011.

New Finance Payment Policies: In response to the City Manager’s direction to tighten various
procurement policies, Finance revised three citywide policies (FIN 4, FIN 5 and FIN 6) that have
significantly improved internal controls. The revised policies went into effect December 1, 2010. A
major component of the revisions was the development of a reporting strategy utilizing multiple data
resources that are required to provide reports to monitor adherence to the new policies. The strategy
included an innovative approach using Tableau, an enterprise data visualization/analytics tool to provide
a more user-friendly view of this data. This work provided the basis for the department’s participation in
the annual Business Intelligence Community Olympiad.

Citywide Grant Processing Policy: In FY 11 Finance was able to collaborate with the Finance Liaison
Committee to develop a citywide grant processing policy. This recently adopted policy will work in
conjunction with the existing Budget & Evaluation grant policy to identify roles and responsibilities
through the life of a grant from application to closeout.

CAFR Award: The Government Finance Officers Association of the United States and Canada (GFOA)
awarded Finance a Certificate of Achievement for Excellence in Financial Reporting for the fiscal year
ended June 30, 2009. This was the twenty-fifth consecutive year that the City achieved this prestigious
award which recognizes excellence in governmental accounting and financial reporting. The award
demonstrates transparency and a spirit of full disclosure. In order to be awarded a Certificate of
Achievement, a government must publish an easily readable and efficiently organized CAFR that
satisfies both GAAP and applicable legal requirements.

Year-End Processing: Finance successfully completed the FY'11 year-end closing process and posting
of FY11 reclassification entries. All processing was completed on schedule and in accordance with the
project plan. The year-end processing for FY 11 was very smooth again this year thanks to the closely
coordinated execution and collaboration with all KBUs to code invoices on accruals. This cross-KBU
collaboration helped Finance have the most accurate year-end accrual possible. Speedy processing on
the State’s mainframe also continues to be beneficial. Financial Services Accounts Payable (AP) scanned
or paid 4,682 invoices in the four business days following June 30 so that FY11 expenses could be
accurately reflected in the correct fiscal year. Another 1,000 invoices were accrued.

Office of Foreign Asset Control Updates: As an ongoing effort to stay in compliance with the Office of
Foreign Asset Control (OFAC) rules, inserts were mailed in the June City Services Bills, the EZ Pay
Form was revised and distributed to customers, and letters were sent to stormwater customers in their
semi-annual bills. The inserts and letters informed customers that further examination will be necessary
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if they elect to pay their Utility bill through an electronic payment with funds originating from a foreign
bank account. The mailings also explained that beginning in June customers electing to pay via
automatic bank draft will need to confirm whether or not the payment is originating from a foreign bank
account. The confirmation is stated on the EZ pay form revision. These recent actions completed the all
the requirements tasked to the department’s OFAC Team. The team will reconvene if additional OFAC
or the State Treasurer implements additional compliance requirements.

Revenue Organization: The Revenue Division initiated a comprehensive review of each employee’s
assigned tasks to determine if employees were over or under utilized. As a result of data gathered from
each employee, management worked with staff to analyze individual workloads, streamline
responsibilities, and realign tasks to compliment employee roles within the division. With the changes
implemented, staff embraced new opportunities, which created a sense of job enrichment. A component
of the review will be a reprogramming of space in the Finance lobby of CMGC formerly used for
remittance processing.

New Solution for Remittance Processing: In FY11 remittance processing for utility payments was
officially stabilized and outsourced to BancTec. This is new solution is the culmination of several years
of work to improve remittance processing and a year of work to complete the outsourcing process.
BancTec will process approximately 100,000 payments per month. Outsourcing remittance processing
also provides a disaster recovery solution, which was not available through in-house processing.

Authorized Payment Locations: The City has an ongoing issue of utility customers making payments
at unauthorized payment locations. This issue gives the City little control over quality and integration
with City revenue collection processes. During FY11 the UMS Executive Team approved the
establishment of Authorized Payment Locations (APLs) to enable customers to pay their bills at a variety
of authorized convenient locations throughout Mecklenburg County. APLs will serve as a service level
enhancement for 311 Customer Service and Crisis Assistance Ministry. The City and its customers will
benefit from the quick transfer and application of customers’ payments. City staff can access vendors’
data to provide better customer service. The Revenue Division has selected two vendors (Western Union
and Global Express) and is currently negotiating contracts with them. Both vendors have been approved
by the UMS Executive Team, and the projected “go live” date with Western Union is in FY12 and
Global Express in FY13.

West Service Center Cash Handling Services: The Finance Revenue Division has partnered closely
with CMPD, Human Resources and Mecklenburg County to assume all cash handling services at West
Service Center. This customer service enhancement is the result of transforming from the “run the
business” mentality to a corporate focus on comprehensive citizen service. After recognizing the need for
improved customer service at the facility, Revenue staff worked with Human Resources and CMPD to
find a new solution to enhance cash handling services at West Service Center. The solution involved
transferring positions from CMPD to Finance, properly training staff on the City’s revenue collection
and cash handling procedures and finalizing a Service Level Agreement with Mecklenburg County to
continue the collection of property taxes at the location. Thanks to the collaborative spirit of all involved
party, the transfer has been very successful.

Debt-Related Service Fees: The management of a $4 billion debt portfolio requires partnering with
various financial institutions (e.g. rating agencies, credit providers) that provide unique and necessary
services. Finance routinely audits all bills from these partners to ensure charges accurately reflect the
services rendered. Often, Finance will discover errors that require adjustment. To date, Finance has
identified almost $550,000 of incorrect billings and has worked with the vendors to ensure the charges
are properly voided.
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New CVOC Facility: The new Charlotte Vehicle Operations Center (CVOC) building opened in April of
2011. The upgraded facility has adequate space to house administration and provide space for training,
The new CVOC facility also has the capacity to serve as an alternate site for Finance Continuity of
Operations.

MMSEA Compliance: Following significant effort from the Risk Management Division, all of the
mandatory claim files were sent on schedule to Medicare in accordance with the Medicare, Medicaid and
SCHIP Extension ACT (MMSEA) guidelines. The reporting requirements contained within MMSEA
could lead to civil penalties and fines if not properly adhered to. The required software for this new
reporting process has been successfully installed and de-bugged.

Post-Issuance Compliance: The municipal bond market is largely driven by the tax-status of the bonds.
This lowers the cost of issuance and provides tax savings to the investor. However, due to the potential
for lost Federal revenue, the IRS closely follows the tax-exempt market and routinely audits bond
issuances. The tax rules regarding municipal bonds are extremely complex and the potential for a
mistake in the structure or application of tax-exempt debt is very high. Finance has been working closely
with tax counsel throughout the year on multiple initiatives, including written procedures, to ensure the
City never has any major, negative IRS findings.

Refunding Opportunities: As part of Finance’s Balanced Scorecard, the department routinely
examines its debt portfolio to determine the viability of refunding opportunities. Refundings allow for
the refinancing of existing debt at a lower cost. This reduces the City’s debt service requirements and
can also alter the content of the debt portfolio to a more favorable position. While there is a strong
possibility for future refundings, the recent downturn in market conditions have likely delayed any new
refundings until at least the spring.

Property Tax Revenue Reporting Improvements: Finance participated on a County team that worked
closely with an outside audit firm to evaluate the performance of the new property tax system that was
recently implemented by multiple counties. Issues with reporting were among the key findings, and
intra-departmental cooperation has resolved many of these issues.

Ebox Clean-up: Finance worked with Wells Fargo, Metavante and Checkfree to scrub erroneous data
entered by utility customers through on-line bill pay. The incorrect data caused payments to drop to
paper checks. Minimizing the number of paper checks reduces processing time associated with manually
posting payments to customer accounts.

Solid Waste Services Risk Partnership: Risk Management has successfully collaborated with Solid
Waste Services to revamp their entire safety and risk control system and operations. This ongoing
initiative started with “Safety at Six Sigma” workshops that taught a behavioral based approach to
achieving a near-perfect level of performance in an effort to eliminate accidents and lost productivity.
Risk Management hopes to use its experience collaborating with Solid Waste Services as a model for
improving safety and risk awareness in all Key Business Units across the organization.

Executive Level Risk Management Taskforce: The City’s Executive Level Risk Management Task
Force has helped facilitate increased Risk Management and KBU cooperation, collaboration and
involvement. The task force worked with Risk Management and Human Resources to successfully
implement two policies, Managed Return to Work and Critical Incident Review, and continues to work to
identify and refine focus areas and loss reduction goals for the organization.

Implementation of the 40 Point CMU Customer Service Improvement Plan: Finance continues to
work very closely with Utilities on a daily basis to continue to implement the pre-billing activities of the
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40 Point Customer Service Plan. Improvements implemented in advance of the 12/31/10 deadline

included:

o Created leak service orders viewable in Virtual Charlotte GIS map;

o Established new meter reading edit process form for all pertinent data in a single view;

o Delivered multiple rounds of advanced account analysis training to 311 in support of the new
311 E-Team;

o Implemented multiple automations to reduce the number of meter reading exceptions requiring
human review;

o Clarified and streamlined meter reading reason codes to improve consistency; and

o Implemented a “paperless” check read process in the North CMU service area.

o The results for improvements implemented so far are very strong:

o Eliminated backlog of 6,000+ meter related service orders, all orders worked timely;

o Eliminated 960 duplicate field visits with automated check reads;

o Increased check reads completed 62% based on automated process vs. paper process.
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LINKS TO CORPORATE STRATEGY

Finance provides its services in alignment with the City’s corporate vision, mission and strategy.
Provided below is a summary of Finance’s services and initiatives as they relate to the City’s
corporate strategy:

CHANGE Finance is continuing its efforts to help transform organizational operations from the
“Run the Business” mentality to a corporate-minded perspective. This change has involved the
development and refinement of policies, procedures and communication strategies that help
clarify cross-KBU roles and responsibilities. Efforts such as the Contract Processing Policy (FIN
4), Accounts Payable Payment Policy (FIN 6) and Citywide Grants Policy have helped facilitate a
more corporate minded perspective in all of the services Finance provides. Finance will continue
to work with other KBUs to identify possible areas where roles and procedures need to be better
defined to make cross-Departmental collaboration as smooth and beneficial as possible.

COLLABORATION Collaboration is the cornerstone of Finance’s day-to-day operations.
Without corporate level collaboration the City would not be able to provide a unified
organizational response to the challenges it faces. As a support Key Business Unit, Finance works
closely with other Key Business Units and the financial community to ensure sound financial
management. While some of our services relate strictly to the financial community (e.g.,
managing the City’s $2.3 billion cash and investment portfolio and $4.1 billion in outstanding
debt), the majority of our efforts involve working closely with and supporting the services
provided by other Key Business Units. Finance encourages both interdepartmental and
intradepartmental collaboration to ensure the best possible work product is prepared and delivered
to customers. Work with the Finance Liaison Committee, UMS Executive Team, and the various
ERP Project Teams are just a few examples of ongoing interdepartmental collaboration.
Finance’s internal project teams also help foster intradepartmental collaboration by utilizing
teamwork to yield the maximum benefits possible from the diverse skill sets and backgrounds of
Finance employees.

COMPREHENSIVE CITIZEN SERVICE Emphasizing a corporate approach to
comprehensive citizen service remains Finance’s top priority. The implementation of the new
Finance Comprehensive Services Model underscores the importance placed on closely
collaborating with other Key Business Units and providing the highest possible levels of service
to our customers — internal as well as external. This new model, which focuses on delivering
responsive solutions to meet customers’ current and future expectations, is Finance’s principal
management road map. Work to create the Comprehensive Services Model has improved
communication with other KBUs, helped to address perception issues and develop solutions for
better meeting the needs of customers.
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STRATEGIC INITIATIVES

GENERAL OBSERVATION Finance is committed to pursuing a policy dedicated to
continuous improvement with the objective of providing comprehensive citizen service to all of
its customers. The following initiatives have been identified as important during planning
sessions with the City Manager and are among Finance’s high-priority strategic initiatives:

ORGANIZATIONAL CHANGE Finance’s primary focus remains responding to the City
Manager’s directive to transition from the “Run the Business™ perspective to the strategic
principle of “Comprehensive Citizen Service.” This transition involves the implementation of
Finance’s Comprehensive Services Model, which uses Ken Miller’s “widget” methodology to
develop a series of new policies and procedures that help clarify cross-KBU roles and
responsibilities. Work to create the Comprehensive Services Model has improved communication
with other KBUs and has helped to address perception issues. The Finance Leadership Team has
worked to reengineer the SOP to be even more customer-oriented to be in better alignment with
corporate objectives.

ENTERPRISE RESOURCE PLANNING Finance remains actively engaged in the ERP
Project. In preparation for the upcoming system implementation, Finance has established several
new procedures and policies, such as the Contract Processing Policy (FIN4) and Accounts
Payable Payment Policy (FIN 6), to better prepare the organization for the next phases of the
project. Finance employees, including the Chief Financial Officer and the Deputy Key Business
Executive, are heavily involved in all aspects of the project. Finance representatives continue to
assist with project management, have helped to develop the project’s team structure, serve as
Team Leaders and Process Leaders, serve as Subject Matter Experts and continue to assist with
system selection and business process mapping. The Finance Department is committed to
ensuring the ERP selection and implementation process is a success, and will continue this strong
commitment for the duration of the project.

RISK MANAGEMENT LOSS REDUCTIONS Costs associated with Risk Management
continue to rise, and these rapidly escalating costs are driven by the individual behavior of City
employees. In order to reduce human, economic and legal risk every Key Business Unit needs to
emphasize the importance of modifying behavior and organizational practices to reduce losses
incurred by the City. During FY2012 Risk Management will continue to work with all Key
Business Units to develop new methodologies and accountability structures to hold them
accountable for reducing their loss numbers and work to develop innovative solutions that
minimize risk and modify operational practices associated with rising loss costs across
organization.

CALENDAR YEAR 2011 DEBT ISSUANCE PROCESS IMPROVEMENTS New
procedures have been developed for the issuance of debt and post issuance compliance. This
Strategic Initiative will require substantial cooperation between the Finance Department and all
KBUs, particularly Enterprise Funds who issue debt for capital projects. The increasing
complexity of financial products and commentary from previous IRS audits has necessitated
enhanced diligence in the City’s debt issuance processes.

LONG-TERM INVESTMENT PROGRAM (LTIP) After several years of work, the Treasury
Division began investing money into the Long Term Investment Program (LTIP) near the close of
FY2011. Program implementation included an extensive due diligence process, involving two
attorneys and adjusting the manager selection to meet the criteria set forth in State statute. As of
June 1,2011, $13.5 million was invested in the program. By August 2011, Finance hopes to have
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$35 million invested in LTIP. The next phase of the LTIP process will involve managing and
monitoring the investments. Finance intends to prepare legislative alternatives for the next
General Assembly to help realize the full potential of the program and provide greater diversity.

CATS CAPITAL PLANNING Finance will continue its engagement in CATS’ Capital
Planning efforts as work is done to progress the development of the Blue Line and Red Line
Extension. CATS, the FTA, underwriters and the financial consultant will continue to meet with
Finance to try to identify and create a viable financial model for the Blue Line Extension. Finance
will continue to serve in an advisory capacity on the Red Line Extension Task Force; providing
feedback relative to recent transit-related project development financing experience.

DEMOCRATIC NATIONAL CONVENTION PREPARATION During FY2012 Finance will
continue its ongoing commitment to ensuring the success of the 2012 Democratic National
Convention. The Department will collaborate with Budget and Evaluation and the City
Manager’s Office to ensure adherence to the recently established DNC accounting guidelines.
Finance will also work closely with Police and the DNC Funding Committee to establish
connectivity between current activities and accounting standards. Risk Management will work in
partnership with CATS, Fire and Police to ensure appropriate risk management processes and
insurance coverages are in place for the DNC. The Finance Leadership Team will develop
measures to ensure the continuity of all departmental operations while the convention is taking
place.
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CORE SERVICE AREAS

Accounting. Finance maintains the City’s official accounting records, monitors budgets, prepares cost
analyses for management, and provides financial information to Key Business Units to assist them with
managing their operations. Finance prepares the Comprehensive Annual Financial Report, specialized
financial reports, and federal, state and other mandated/required reports. In addition, Finance maintains
the City’s loan portfolio and processes miscellaneous payments due to the City. Finance also obtains
authorization and documentation for payment of the City’s liabilities and prepares and distributes over
70,000 vendor payments each year.

Business Systems. Business Systems provides functional, analytical and business process support to all
Finance divisions as well as to other Key Business Units. The Business Systems Division utilizes
important management tools such as the Utility Billing System to assist with billing and the day-to-day
operations of 311, Charlotte-Mecklenburg Utilities and Stormwater for both the City of Charlotte and
Mecklenburg County.

Revenue. In accordance with State statute, Finance (Revenue Division) is responsible for the receipt and
deposit of all moneys received by the City. The Revenue Division works closely with Internal Audit to
ensure that internal controls over cash collections provide for strong security with regards to City moneys.
The division works closely with the Accounting Division to ensure that all moneys are given the proper
treatment in the City’s official accounting records. The Revenue Division also bills and collects
approximately 274,765 accounts for Utilities and the City/County Storm Water Services annually. In
addition, the division services miscellaneous accounts for Transit, Charlotte Mecklenburg Police
Department Neighborhood Development and Business Support Services.

Risk Management. Finance administers the risk financing, risk retention and insurance placement for
the City of Charlotte, Mecklenburg County, Charlotte-Mecklenburg Board of Education and other small,
public agencies. Additionally, services include: contract indemnification/insurance language review;
management of auto liability, general liability and workers” compensation claims; accident investigation;
and risk/loss control consultative services to the City, County and Charlotte Mecklenburg Schools (CMS).
Finance also manages the Charlotte Vehicle Operations Center (aka “the Defensive Driving Range™), a 16
acre, state-of-the-art, training facility which provides driver training for all departments of the City.

Treasury. Finance provides debt management services for $4.1 billion in outstanding debt. The five-year
capital program will require the issuance of an additional several hundred million dollars in general
obligation and revenue bonds. Finance manages an investment portfolio of $2.3 billion, including the
Charlotte Firefighters® Retirement System. Finance also provides financial and economic forecasts and
analyses related to annual operating and capital budgeting used in setting the City’s annual property tax
rate and other various rates, fees and charges.
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FINANCE KBU
TREND DATA & KEY SERVICE INDICATORS

Key Service Indicator FY06 FY07 FY08 FY09 FY10 FY11
Vendor Payments- # of Checks 70,973 70,158 73,657 73,761 71,883 68,362
Written
Vendor Payments - # of 147,945 143,563 142,648 142,957 135,814 133,680
Invoices Paid
Outstanding Debt Managed (in| $3,114 $3,290 $3,480 $3,705 $4,181 $4,083
millions)
Cash & Investments Portfolio $1,688 $1,851 $2,454 $2,286 $2,718 $2,427
Managed (in millions) *
Number of Participants in PC
Banking + Number of 28.4% | 305% | 348% | 414% | 458% | 472%
Participants in ACH Expressed
as a Percentage of all Utility
Customers

$140,983 | $313,594 | $407,118 | $618,474 | $462,206 | $633,748
Debt Setoff Collections

103 103 106 106 106 108

Total Authorized Staffing

* This amount includes investments of the Charlotte Firefighters' Retirement System
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REQUEST FOR RESOURCES

FY 2012 Base Budget: Finance requested a budget allocation of $12,685,270 for FY 12. Note: In an
effort to control spending the Finance Department had no Service Level Change requests for FY12.

Changes to Current Level ~Approved

1;

$150,111 to support annual contract escalations on various utility billing and financial
management software. Many of the City’s vital financial and utility billing software systems have
annual contract escalations that the City must pay in order to continue receiving these valuable
services.

$8,388 for Trainings, Conferences and Meetings. This additional funding will help Finance
employees continue to refine skills and learn new methodologies to ensure the City of Charlotte
has the most highly skilled and well-trained Finance Department possible.

$34,421 to offset increased postage rates in calendar year 2010 and 2011, and additional mailings.

Changes to Current Level — Not Approved

1.

$15,067 for Treasury Division’s (center 20100) Standard and Poor’s Ratings Direct subscription.
This global web portal provides real-time access to integrated credit research, market information
and risk analytics.

$20,855 for Employee Reimbursement and Training Expenses. Several Finance employees are
currently pursuing higher education degrees, which is in line with the City’s corporate objective
to recruit and retain a skilled and diverse workforce.

$15,138 for Printing and Publishing across the entire Finance Department. While the Finance
Department strives to keep many of its processes paperless, certain process and major projects,
such as preparation of the CAFR, remain very paper intensive. Along with having projects that
currently necessitate large amounts of paper, Finance is also covering some of the printing costs
for other departments on the 10™ floor.
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DIVISION-LEVEL STRATEGIC PLANS

As part of the ongoing effort to improve Finance’s SOP, it was determined that a long-range plan
should be incorporated in to the SOP to document and maintain a focus on our future goals. It was
also determined that the plans would be developed in the context of “moving to the next level” and
“changing our paradigm,” and with the ultimate objective of adding the most value to the City

organization.

The following pages provide an overview of the detailed division-level strategic plans that have been
developed for each of Finance’s divisions. These division-level strategic plans were documented
using the alignment model in order to ensure their alignment with corporate strategy. The
amalgamation of these division-level plans constitutes the long-range strategy for the Finance KBU as
a whole.
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DIVISION-LEVEL STRATEGIC PLANS

As part of the ongoing effort to improve Finance’s SOP, it was determined that a long-range plan
should be incorporated in to the SOP to document and maintain a focus on our future goals. It was
also determined that the plans would be developed in the context of “moving to the next level” and
“changing our paradigm,” and with the ultimate objective of adding the most value to the City
organization.

The following pages provide an overview of the detailed division-level strategic plans that have been
developed for each of Finance’s divisions. These division-level strategic plans were documented
using the alignment model in order to ensure their alignment with corporate strategy. The
amalgamation of these division-level plans constitutes the long-range strategy for the Finance KBU as
a whole.
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