BUDGET PRINCIPLES TO ADDRESS THE CITY’'S STRUCTURAL BUDGET DEFICIT
AS APPROVED BY RESOLUTION 2009-012

1. General Fund Reserves
Over the next five years through FY 2012/2013, maintain a General Fund Reserve of at
least 15% of the City’s General Fund Operating Budget.

2. Balanced Budget
By FY 2012/2013, present a balanced budget for Council adoption.

3.  Economic Uncertainty Fund
In five years beginning in FY 2012/2013 or when conditions permit, begin building up the
Economic Uncertainty Fund.

4. No Employee Layoffs
Ensure no employee layoffs occur between now and FY 2012/2013.

5.  Structurally Balanced Budget
The annual budgets for all City funds shall be structurally balanced throughout the budget
process. Ongoing revenues shall equal or exceed ongoing expenditures in both the
proposed and adopted budgets. If a structural imbalance occurs, a plan shall be
developed and implemented to bring the budget back into structural balance.

6. Proposed Budget Revisions
The annual General Fund proposed budget balancing plan shall be presented and
discussed in context of the updated five-year forecast. Any revisions to the proposed
budget shall include an analysis of the impact on the forecasted years. If a revision
creates a negative impact on the forecast, a funding plan shall be developed and
approved to offset the impact.

7. Use of One-Time Resources
Once the General Fund budget is brought into structural balance, one-time resources
(e.g., revenue spikes, budget savings, sale of property, or similar nonrecurring revenue)
shall not be used for current or new ongoing operating expenses. Examples of appropriate
uses of one-time resources include rebuilding the Economic Uncertainty Reserve, early
retirement of debt, capital expenditures without significant operating and maintenance
costs, and other nonrecurring expenditures.

8. Reserves
All City funds shall maintain an adequate reserve level and/or ending fund balance, as
determined annually and as appropriate for each fund. For the General Fund, a
contingency reserve amount which is a minimum of 15% of the operating budget shall be
maintained.

9. Prudent Use of Debt
The City shall not issue long-term (over one year) General Fund debt to support ongoing
operating costs. All General Fund debt issuance shall identify the method of repayment or
have a dedicated revenue source. General obligation debt shall be limited to 8% of the
operating budget.
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Capital Improvement Projects

Capital Improvement Projects shall not proceed for projects with annual operating and
maintenance costs exceeding $25,000 without City Council certification that funding will be
made available in the applicable year of the cost impact.

Fees and Charges

Fee increases shall be utilized, where appropriate, to assure that the program operating
costs are fully covered by fee revenue and explore opportunities to establish new fees for
services where appropriate.

Grants

City staff shall seek out, apply for and effectively administer federal, state and other grants
that address the City's priorities and policy objectives and provide a positive benefit to the
City. Before the grant is pursued, staff shall provide a detailed pro-forma that addresses
the immediate and long-term costs and benefits to the City. One-time operating grant
revenues shall not be used to begin or support the costs of ongoing programs.

Personnel Services Costs
Total General Fund personnel services costs shall not exceed 70% of the General Fund
operating budget.

Performance Measures

All requests for departmental funding shall include performance measurement data so that
funding requests can be evaluated and approved based on effective accomplishment of
community desired outcomes and priorities.



