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WHEREAS, the City adopted its first two-year budget format with the adoption of the 
I 994-96 Budget; and 

financial policies; and 

WHEREAS, the 
policies are the vital fo 
and 

WHEREAS, this two-year format includes a section containing formal statements Of 

ment and the City’s formal fiscal 
al Plan and Budget will be built; 

for the b 
the 2003 

recommends formal 
e preparation and man 

City’s overall budget. 

and adopt the 
Financial Plan 

Dated: January 15,2003 
=========m==========I==========;L.======= 

NOW, City Council does hereby 
arked Exhibit A) for the 2 

I here 
Council of the 

AYES: 

NOES: 

ABSENT: COUNCIL  MEMBER^ - None 

ABSTAIN: COUNCIL MEMBERS - None 

on No. 2003-08 was pa 
meeting held January 15, 

and adopted by the City 
, by the following vote: 

COUNCIL MEMBERS - Beckman, Hansen, Howard, and Land 

COUNCiL MEMBERS - Mayor Hitchcock 

SUSAN J. BLACKSTON 
City Clerk 
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OVE W 
The overall goal of the C 

nt of the City's re 
for effective pf 

guiding the preparation an 
following major uniis: 

nancial Plan and Budget is to establish and maintain effective 
. Formal statements of budget policy and major goals provide the 

dingly, this section describes the basic budget policies used in 
gement of the City's overall budget. This section is composed of the 

* 

* Major City Goals 

Budget ~dnagement and Control Policies 

isions are made at the policy level, the issues 

total financial co 

condition. 
the City's fiscal stability by setting a f o ~ ~ d - l ~ ~ n g  

Ute to continuity in handling the City's financial affairs. 
. 

The following policies guide the preparation and execution of the 2003-2005 Financial Plan and Budget: 
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Investments 
nancing and Debt Management 

Productivity Reviews 
Contracting For Services 
Allocating Cost of Services 
Carryover Policy 
Fleet Policy 



The involvement of t  r City goals i s  essential to the budget p 
to staff, de t edne  the allocation of res 
to the 0rganjzat~on"wide efforts of s 

tives are accomplished and, that these priorities are 

The major City goals are provided in this part of the 2003-2005 Financial Plan and Budget. 
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2003-2005 FINANCIAL PLAN AND BUDGE'I' 

~ ~ N A N C I A L  PLA  ATI ION 

A. Through its financial plan, the City wiI1: 

of services required. 

uired to perform services and accomplish objectives. 

B. The City will use a two-year financial plan and budget concept 10 emphasize long-range pIanning and 
effective management of services. The benefits of a two-year financial plan and budget are: 

1. 
2. cant objectives 
3. 
4. 
5. 

C. The two-year 
time to accom 

D. The status of major program objectives will be reported to the Council semi-an~nally. 

E. The City Council will review and amend appropriations, ifnecessary, semi-annually. 

budget will establish m e ~ ~ ~ b ~ e  objectives and allow reasonable 

TION 

A. City C o ~ n ~ i l  

The Cit of City 
services s funds to ensure very of 
services 
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er provides the City Council and Staff with 
of the staff‘s budget ~ o ~ e n d a t i o n .  This 

issues con~onted by the City; d e t e ~ n i n g  
ng the concerns of the voters; assessing the cment 

d d e t e ~ n i n g  the final staff ~ o ~ e n d a t i o n .  

officer is res~nsjble for budget deve 
budget ins~ct ions  and cal 
ded annual target funding levels for fleet 

are complete and accurate; p ~ p ~ n g  the preliminary 
view by the City Mariager; and, publication of the approved 

.” 

the City’s capital impro 
. Ln this capacity, the P 

an i n ~ ~ ~ e d  CD3 an 
ces offered by the Electric Department. 

ible for preparing their operating budget requests and capital budget 
ity’s budget i n s ~ c t i o n ~ .  

the City ~ a n a g e r  in all vehicle-rela to include 
nts, vehicle operations, ~aintenance ance. 

G. ~aiiure to Ad 
, the City Council may elect one of the 

following courses o e appropriation of  funds: (1) P the 
ure 

levels not greater than ved in the pnor year budget; or (2) Require staff to obtain 
low continued services at e 

Copies of the adopted City budget shall be public records available to the public upon request. 

A. The City will seek to 
fluctuations in any one revenue some. 

diversified and stable revenue base to protect it from short-term 
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2003-2005 FINANCIAL PLAN AND BUDGET 

B. To e m p h a s i ~  and facilitate long-range ~lanning, the City will project operating revenues for the 
succeeding five years. 

C. The City will mak with cumnt rev avoiding procedures that b 
debt or borrowing reserves current budgets by 

fund to another. 
, roIlin~ over sh 

TY Es 

are addressed as an i n t e ~ a l  component of the City 
ty’s goal that a minimum of 30% of the 

be recovered through fees and charges 
pment. I[n achieving this overall cost 

1. 

2. 

3. 

4. 

Cost recovery for activities directed to adults should be relatively high. 

Cost recovery for activities for youth should be relatively low. 

and senior p ~ c i p a R ~ ,  the 

of p ~ c i p a t i o n  
of financial status. 

ies of less than I@%, there should be a ~fferential in rates between 

selves in providing direction 
ugh these targets may be intern 
agement should have as much 

c activity fees as long as fhey meet the objectives and criteria 
D e p m e n t  and Community Center will prepare 

overy targets to the City Manager for various 

B. Charges will 
recreation eq 
generally con es listed above. 

rooms, pools, gymnasiums, ball fields, special use areas, and 
ponsored or co-sponsored by the City. Such charges will 

6. The Recreation D 
Manager when it i 

ter may waive fees with the approval of the City 
hip exists or when in the best interests of the City. 

B-5 



A. The City will Set fees tes at levels which fully cover the total direct and indirect costs 
oullay and debt service ..... of the following enterprise programs: 

se fund fees and rates as required to ensure that they 
remain appropriate tern large rate increases. 

ing basis to ensure that they are c 
nity, i.e. economic concerns, s 

public safety. 

B. ~ n e r a l c o n  

1.  

2. 

Revenues normally will not exceed the reasonable cost of providing the service. 

on the total cost of delivering the service, including 
ation costs, and organization wide cast such as 
vehicle m ~ n ~ n ~ c e  and insurance. 

3. collecting feea should be as simple as possible in order to 

4. be sensitive to the "market" for similar services as well as to smaller, ., 
e service and the influence rates and fees have on economic 

development. 

5. Aunified ap be used in determining cost recovery levels for various programs 
based on the ed above. 

f services should have very low cost 

lic facilities that are provided on a uniform, c o ~ u n i ~  wide 
general purpose buildings. 

nomic development activities. 

B-6 



GET POLIC 

D. C o ~ p a r a b i l i ~  with Other Co 

1. Fee surveys 
factors that 
example: 

the sole or pnmary criteria in setting City fees. There are many 
hy other communities have set their fees at their levels. For 

recovery is their fee intended to achieve compared with Lodi's cost 

b. Whatccstsh been considered in co~puting the fees? 

c. 

d. 

When was the last time that their fees were comprehensively evaluated? 

What level of service do they provide compared with Lodi's service or ~ ~ f f ~ a n ~  
standards? 

XS their rate structure s i ~ i ~ c ~ ~ y  different than Lodi's and what is it intended to achieve? e. 

fees to other c o ~ u n i t i e s  is useful b a c k ~ u n d  i n f o ~ a ~ o n  in 

"market" for these fees and can assist in assessing the ~ a s o n ~ l e n e s s  of 

ed, they can serve as a benchmark for how cost effective the City 

nese  are difficult questions to address in f ~ r l ~ ~ v ~ u a t i n ~  fees m ~ n g  different cities. . . 

VE 



GET POLIC 

ncies in California. In addition to limiting annual 
indebtedness and redefining 

ounty wide levy for general 
legislation which adopted 

on of this countywide levy, the City now receives a percentage of total 
property tax revenues. 

-- 2. Asdisdussed ontrols the amount or distribution of its property tax. Xn 
een funds since the passage of Pro~~j t ion  13, the 

s for special purposes have traditionally been used based on the tax 
to the passage of Proposition 13: 

Tax R a ~  Per $100 P e r ~ n t  

$ .30 17.86% rn &.&&!& 
$ 1.68 100.00% 

3. For 2001-2003 prop tax revenues will be distributed proportionately to the follow in^ funds as - .  

follows: 
2 ~ 2 - 0 3  03-04 

~ 50% 50% 
nd 30% 30% 

~ 20% - 20% 
TOTAL 100% 100% 

4. Thedis.trib 
agreement 

eived on land annexed to the City will be in accordance to the 

for ance and c o ~ s ~ c ~ i o n  activities. 
Tran the City must 
quire average of the 
y the fixed on a three year period. 

ill be allocated to alternative 
sit systems, bikeway improvements 

ad to reduce automobile usage. It is expected that 
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D. 

E. 

F. 

G. 

alternative 
purpose- w 
for street m 

unction with other state and federai grants for this 
revenues. As available, TRA funds will also be used 

Enterprise Fund Allocations to the General Fund 

ations of both state and local 
order to control 

user charges and user fees to the extent the revenue 
or service. (This includes ~ansfers from 
the cost of providing the services). 

_ "  . . .  

e funds transferred from the City's enterprise funds to rhe City's general 
the extent they exceed the cost of services provided by general 
, iegal, insurance, etc.). These taxes wiU. be levied based on 

2003-04 2002-0~ P 

12% 12% 
12% 12% 
12% 12% 

Special Revenue Alloc~ons to the General Fund 

ices prior to purchase with General Fund resources. 

for grants or acceptance of donations containing restrictions 

USE OF GO Y D ~ ~ L O P ~ ~  BIDCK GRANT (CDBG) FUNDS 

using and Urban Revelopment (EKD 
t activities in an e 
e community facilities and services. 

in a fo~ula-based allocation to use to address identified 

CDBG funds may be used for activities that include, but are not limited to: 
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renewable energy resomes; and 
structures; assistance to profit-motiva~d 

0 Construction of new pubIic facilities and 

of existsng conditions, which pose a serious and immediate 

available. 

on of CDBG funds: 

istrative costs, each 

o eligible capital imp~vement 

ds be allocated and expended in a 
require that any proposed funding 

- _- s will be used in the pro 
reby allowing the City to remain in compliance WI 

regulations. 

APP~OP 

A. 

B. 

C. 

The Council will ution establish1 
ons~~tu~ion of the 
, and any other voter approved 

sources, both new and existing, which are considered non- 
tions subject to limitation. 

The City will 
program subsi 

er fees and charges and report to the Council the amount of 
provided by the General Fund or Enterprise Funds. 
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of at least 15% of operating e x p e n ~ ~ s  in the ~ n e r ~ l  
ds. This i s  considered the ~ ~ r n ~  level 
o adequately provide for: 

local disasters, and other financial hardships or downturns in the 

seen ope~t ion  or capital n 

ent Fund should all 

life of the vehicle OT ~ u i p m e n t  and 
equipment as well as any related 

C. The Council ific fund balance lev& for future ~ v e l o p ~ e n t  of capital projects 
in the best l o n ~ t ~  interests of the City. 

levels will be sufficient to meet funding 
are carried forward into the n 

other reserves or d ~ ~ ~ a t i o n s  
accounting principles. 

.w "j ~ ' I +  i -. .pa 

A. Investments and agement will be the r~sponsibiiity of the City Finance 
D i r e c t o r ~ r e a ~ ~ ~ r  

to ing 
m the 
priority order in determining individu~ investment 

placements: 
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C. The City will through daily projections of cash 
nvestment earnings, cash flow and 

mary consideration when selecting maturities. 

D. As the market an 
balance of invest 

ftfolio change, care will be taken to maint~n a healthy 

E. The City will i the California Government Code 
late, and will not deal in &turns or 

ly volatile and continually offers new and creative 
Accordingly, the City will t h o ~ u g h ~ y  investigate 

ng City funds to them. 

F. Current financial stat will be maintained for each institution in which cash is invested. 
to 20 percent of the total net worth of any institution and may be 
ogether if an jnstitution's financial situation becomes u~eal thy.  

Inves~ents  will be 
reduced m h e r  or re 

G. Inorderto 'ts o v e ~ ~  portfolio, the City will consolidate cash balances from 
s, and will allocate investment earnings to each fund in all funds 

accordance with gener accoun~ing p~nciples. 

H. Ownership of the city's investment securities will be protected through third-party custodial 
s ~ e k ~ p i n g .  

I. and maintain a co 
es with Gove~ment Co 

1 with appropriate investment pe 

urer will develop and maintain an Investment Management Plan 
nistration of i ts portfolio, including investment strategies, 

CA~ITAL F I N A N C ~ G  A 

C a p i ~  Finan~ing 

A. The City wii e of debt financing only for one-rime capital projects and only under 

eed the tern of the financing. 
owces will be sufficient to service the long-term debt. 
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€3. Debt finan for any recurring purpose such as current 
e of short-tern i n $ ~ m e n t s  such as revenue, 

from this limitation. 

C. Capital i m p ~ v e ~ e n ~  primarily through user fees, service charges, assessments, 
when benefits can be specific~ly attributed to users of the special taxes, or devel 

facility. 

D. The City w owing criteria to evaluate pay-as-you-go versus long-term ~nancing in 

Pay-As-You-~ 

d balances are available or when project phasing can be 

and reliable so that long- 

ich will support an investment grade 
credit rating. 

3. When market con interest rates and demand for City financing. 
ral requirements and current revenues and available 

ced is 10 yeas or longer. 

Debt ~ ~ a g e ~ e n t  

E. The City will Fund to secure long-term financing except when the 
marke~bi~ity 

rise Fund projects will be funded from 
s assessed valuation. 

d for each long-term financing to assess debt service on 
also include an analysis on the reliability of revenues to 

B-13 



GET POL~C 

a. The City will gene ebt financing on a competitive basis. No 
~ n ~ c ~ ~ g  may be 
security 5 ~ ~ ~ ~ .  

et volatility or the use of an unusual or c 

I. r) on any direct debt and will seek 
essary for marketing purposes, 

J. The City wiII monitor all forms of debt annually coincident with the budget process. 

tly monitor its compliance with bond covenants and ensure its adherence to 

L. The City o ~ u n i c a t i o n s  with bond rating agencies about its financial 
a policy of full ~ s c ~ o s ~  on every financial report and bond 

NT GET 

es will be based on the cap~t~ization practices of the 
Enterprise. 

tally plan, schedule, and fin 
~ o ~ a n c e  with es~ablished poi’ 

same functional groupings used for the opera 
en capital rep~ace~ent  projects which repair, replace, or enhance 

cture; and capital facility projects which significantly 
expand or add to the City’s existing fixed assets. 

raject manager who will prepare the project proposal, ensure 
ze all project e x p ~ n ~ t ~ r ~ s ,  ensure that all 

project status. 

D. A CXB Coordinatin by the Directors of Public Works and the Electric Utility 
osals, determine 

capital budget 
annually to Counci ttee should be made up of ~ p r e s e n ~ t i v e  of each W e p ~ e n t .  
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E. The Capital udg ze project planning, with projects pro 
six 

* D E ~ ~ G N A T ~ D  - Set aside funding for future project d~velopment under "pay-as-you-go" 

lity analysis, schematic design, 
grant application, grant approval, 

UrChaSeS and property acq~sjtion for projects, if 
necessary. 

* RES~GN - Includes final design, plan and specification preparation, and construction cost 

- Includes bid a ~ n i s ~ a t i o n ,  construction, project inspection and 

Iment p a ~ ~ n r ~  of principal and intemt for completed projects funded 

one phase to the next. 
11 be designed than will 

or purchased. 

to a project account wi y be made u p n  al of each 
ngly, project app s for acquisition nstruction 

ts are awarded. 

G. Project phases will be listed as objectives in the program narratives of the Activity responsible for 
the project. 

has not made 
has not been re ed. This will 
completion of active projects. The 

lapsed will have to be resubmitted for con~idera~ion in the 
next budget cycle. 

N NT 

A. Regular authorized staffing will be fully budgeted and funded. 

B. Staffing an ill limit total expenditures for regular employees, 
ent contractors hired to provide operating and 



ET P O ~ I C  

and the prefemd means to staff ongoing, year-round 
. The city will strive to provide fair compensation and 

force. Each regular employee wilk 

or representa~ive group. 
labor agreements or other co~pensation plans 

D. To manage the growth of the regular work force and overall staffing costs, the City will follow these 
procedures: 

orize all regular positions except in the case of the Library which is 

2. The Human Reso 
reallocation of exi 

ent will coordinate the hiring of all employees and evaluate the 

3. /dl requests for additi regular positions will include an evalua~ion of: 

E. 

F. 

ent, uniforms, clerical support, 

vide the proposed service. 
which may be realized. 

4. Perio~cally, an 
to determine if 
review“. 

for a d ~ t i o n ~  regular pos~tions, programs will be 
ished with fewer regular employees under a “pr 

d 

ular employees, elected offi 
11 augment regular 
, intermittent, con 

porary employees to meet peak workload 
where less than regular, year-round 

gned project, program or activity. Accordingly, 
that are anticipated to be delivered on an ongoing 

basis. 
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6. Independent co 
used in two sit 

rs will not be considered City employees. Independent conlmctors may be 

ts to be accomplished through the use of personnel 
. AIl placements through an outside 

H ~ a n  Resources ~ e p ~ e n t  and 
esources Director. 

cts and the provision of operating, mai 
d by City employees. 
and the required m e ~ o ~ ,  skills, and 

provided by the contractor. 

of operation to ensure that service 
. T h i s  review process encomp~ses 

A. 

B. 

G. 

D. 

E. 

F. 

G. 

Maintaining a decentralized approach in managing the City’s serviccs. Although some level of 
centralization is necessiq for review and control purposes, decentralization supports productivity 
by: 
o Encouraging accountability by delegating authority to the lowest possible level. 
o Stimulating creativity, innovation, and individual initiative. 
o Reducing the administrative cost of operation by elimhiting unnecessary review procedures. 
o Improving the organization’s ability to respond to changing needs and to identify and 

implement cost saving programs. 
o Assigning responsibility for effective open:ions cnc! ci!izcz responsikeness to the department. 

Analyzing systems and procedures to identify and remove unnecessary review requirements. 

Evaluating the ability of new technologies and relatcd capital investments to improve 
productivity. 

investing in the City’s most valuable asset - personnel staff - by developing the skills and abilities 
of 011 City employees, with special emphasis on first-line supervisors. 

Implement annual yerfonnance reviews and appropriate methods ol recognizing and rewarding 
exceptional employee performance. 

Evaluating local market service providers and other government agencies lo determine whether 
the service is available at a lower cost than provided by City staff. 

Periodic formal revicw of operations on a systematic, ongoing basis. 
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A. General Policy Guidelines 

1. ment agencies for th 
r cost containment an 

to using private sector resources in 
t in our con~nuing effom to provide cost 

2. this policy include con 
t agencies, and ongoi 

3. ared with in-house pe 
costs of the City will 

4. an meet estab 
e delivery al 

5. tly provided by City employees, convers 
through attrition, ~ a s s i ~ e n t  or abs 

contractor. 

B, Evaluation Criteria 

st-effectiveness of contract in-- 
case-by-case basis using th 

tor fails to perform, and can the contract 
for any such damages? 

or better respond to expansions, contractions, or special 

competing proposals can be 
nce after bid award? 

t services provide the City with an opportunity to redefine service 
levels? 
Will the contract limit the City's abdity to deliver emergency or other high priority 
services? 

uficiently defined to ens 

7. 
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erfonnance of the service but still retain 

1. 

2. 

3. 

4. 

5. 

centralizing generat a 

a1 Fund by use of a cogt allocation plan. 

government services 
s in accordance with 

nt services will be financed by operati 
transfemd to the general fund 

iews of the City's cost all 
ce with accepted pra 

ation plan in accordance with Federal and State policies 
return to the City of i n d i ~ ~ o v ~ r h e a d  costs. 

B. Cost Allocation Criteria 
, _  

1. considering the following criteria: 

e identi~cation of output in proportion to the service 

ost in relation to the b 
must be mutually s 

- the ailocation of cost must consider the ability to pay and the 

2. n the overall service benefits the City as a whole 
not be shown. 

3. g costs will be included in the City budget to allow for evaluation 
teria. 
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, a ~ r o p ~ a t i o n s  lapse at the end of the fiscal year, and favorable 

contractual agreements. 
budget balances to be c forward to the second year of the Financial Plan. To ensure fund balance 

The use of carryover funds 
the delivery of new or 
implement than m y  be 
the second year provide 
operations without significant dislocation or dis 
the folIowing carryover paiicy will be followed: 

A. All operating budget 

the first year into the second year of the Financial Plan recognizes that 
require more time to staff, e ~ u ~ p m e ~ t ,  

ar time period. Carryover funding for o p e ~ ~ n g  
flexibility to improve service and m ~ n t ~ n  current 
s in service delivery systems. Under this concept, 

se at the end of the second year of the two-year financial plan 
nder c o n t r ~ ~ u ~  agreement (which includes c o ~ ~ e n t s  

ds and services which are essential to the operation of the City 

ding for goods and services required to 
red. ~ n c u m b r a n c ~  must be evidenced 

purchase orders) between rhe City and the party 
special conditions, requests for c ~ o v e r  may be 

made by memorandum detailing the need for carryover of funds, and such a request may be 
considered as an encumbrance at the discretion of the Finance Director. Fcr cazyover .into the 
subsequent year, all such contracts, purchase orders, or special request must be submitted by June 15 
of each fiscal year. 

C. The City Manager IS to cany forward the unexpended and unencumb 
budget balances 
program these b 

I. The budget balances were ~ i n e x ~ n d e d  for reasons beyond the control of the operating 

econd year of the City’s Financial Plan 
under the following conditions: 

department. 

ances i s  required to ensure full funding of p m g m  and services 

3. The expenditure of these will promote innovation, efficiency, and effectiveness in the 
delivery of City services an a m S .  

B-20 



GET P O L I C ~ S  

D. Tbetotalofa onnel, utilities, supplies, services, or minor 
City Manager, and will be aggregated at 

proach, program overages within the d e p ~ e n ~  may be 
case may d e p ~ e n t a l  overages in one fund be offset 

E. The budget carryover will be accounted for in a n o n - d e p ~ ~ e n t a l  control account established by the 
Finance D e p ~ e n t .  

F. The Finance De al balance of operating funds 
ond fiscal year. ~ e p ~ e n t s  will 
prior to that date by reviewing the 

em which are subject to change and, 
as such, the carryover b al until published by the Finance Department. 

G. Department Heads 
balances of their fi 
financial plan. 
funds were not ex 

a Special Allocation Request that the unexpended budget 
get be reappropnat~ into the second year of the two-year 

fy the need for the funds in the second year and e x p l ~ n  why the 
the year they were budgeted. 

H. When carryover re the Finance Department will transfer the 
t Budget as p r o v i d ~  on the Special funding to the d 

~~~T ~ O ~ I C Y  

ich are to govern the 

s into two fleets: 

matters to include bud 
insurance. 

n, disposition, assignnients, vehicle operation, m~ntenance and 

rally budgeted and funded in 
acement needs, the City Man 

g level as part of the budget process. This target funding 
level helps to establish a e in the appropriate Fleet Funds. 
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The recommended 2003-05 target funding is:  

or less per vehicle is 
than $50,000 require b 

In addition, requests to increase the size of the City fleet will be included in the regular Capital 
bprovement Budget not the Capital ~p rovemen t  Budget for Replacement Vehicles. 

.. ,.:.., v~ .  
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