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N. ENRIQUE MARTINEZ REDLAN DS
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35 Cajon Street, Redlands, CA 92373
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nemartinez@cityofredlands.org

May 16, 2017

BUDGET MESSAGE FOR CITY MANAGER’S
FISCAL YEAR 2017-2018 BUDGET

The Proposed Budget for Fiscal Year 2017-2018 presents a General Fund balanced on recurring revenues with
a projected ending unreserved fund balance of $9.5 million and reserves projected at $10.1 million. These
reserves consist of $8.1 million for contingency and approximately $2 million for various capital items. As a
part of building the budget for Fiscal Year 2017-2018, revenue projections are forecasted based on objective
data provided by the San Bernardino County’s Auditor-Controller and the City’s sales tax consultant, HdL.
Main themes in the Fiscal Year 2017-2018 budget include establishing service levels that produce resident
satisfaction, adjusting organizational staffing in response to opportunities to innovate, and balancing quality
and efficiency within the constraints of limited resources and increasing costs.

As the City has remained committed to fiscal control and operational effectiveness, the Fiscal Year 2016-2017
twelve-month estimates demonstrate that the City will be in a better position with regard to unreserved ending
fund balance, which is projected to be at $242,410 over requirements and represents significant savings
compared to the Fiscal Year 2016-2017 Adjusted Budget amount, which was projected at $548,522 under
requirements. The savings can be attributed to a better performing sales tax revenue stream that has been
bolstered by strong sales in the Citrus Plaza and Mountain Grove retail establishments in the area commonly
referred to as the “Donut Hole,” located in unincorporated San Bernardino County and surrounded by the City
of Redlands and is also attributed to lowered spending across departments.

Fiscal Year 2016-2017

There were several challenges for the Adopted Fiscal Year 2016-2017 Budget within the General Fund.
Franchise fees did not perform as expected and the City received approximately $367,000 less than anticipated.
Charges for service remained relatively level with the Adopted Budget, differing slightly by about $236,000
more than what was budgeted. Transfers out of the General Fund to other funds increased by over $500,000
due to higher than anticipated transfers that were required for both the Paramedics Fund and the Liability Self-
Insurance Fund. The City’s Paramedics Fund required a larger transfer than was originally projected, an
increase of roughly $260,000 from $3.63 million to $3.89 million. As the Paramedics Tax was approved in
1982 when the City had nine paramedic positions, it provided no consideration for increases as the program
expanded. Today the Fire Department has 18 firefighter/paramedic positions. Because the General Fund must
subsidize the costs of the enhanced paramedics program, the availability of General Fund resources is
impacted. However, there was positive, significant growth in other areas of general tax revenue. Tax revenue
from property, sales and transient occupancy performed better than expected and the City realized general tax
revenues of $892,000 in excess of the budgeted amounts.



Property tax is expected to outperform original projections due to stronger than average growth in value,
increased ownership transfer re-valuations, and Proposition 8 re-valuation. Sales tax continues to demonstrate
strong growth mainly attributed to Citrus Plaza and Mountain Grove retail developments. Transient Occupancy
Tax realized one of its highest years of revenues, projected at $1.3 million in receipts. Previous Fiscal Years
2014-2015 and 2015-2016 realized receipts of $1.0 and $1.1 million respectively. Transfers into the General
Fund include Gas Tax receipts that are about $61,000 less than projected as well as transfers of Late Fee
payments from customer billings in the amount of approximately $452,000 as they are recognized as “fees”
under State Code. Including other minor changes in transfer amounts and sources, this resulted in a net increase
of transfers into the General Fund of roughly $250,000.

On the expenditures side, departments are projecting lowered spending levels to end Fiscal Year 2016-2017
by approximately $377,000, which is contributing to the City’s ability to balance the changes in funding
requirements as the fiscal year progresses. Despite these challenges, and through the efficient management of
departmental expenses, the City was able to accomplish several major projects, some of which were identified
in the previous City Manager’s Budget Message for Fiscal Year 2016-2017.

Gateway Project

Officially referred to as the City’s 1-10 Gateway Entry Landscape Beautification Project, the Gateway project
was commissioned in an effort to enhance and enrich the appeal of traveling into the City’s downtown area.
Project improvements include the construction and installation of gateway monuments, ornamental fencing,
and replanting of existing landscaping with drought tolerant varieties in the areas near the on- and off-ramps
of Interstate 10 in downtown Redlands at Sixth Street, Orange Street and Eureka Street. Staff worked at the
direction of the City Manager to engineer a design that provided the highest aesthetic quality while keeping
costs to a minimum. Of the original cost estimate of $2.2 million, City staff was able to value engineer the
project to reduce the cost to $1.5 million while simultaneously expanding the scope to include additional
underpass improvements. Increasing the perceived value of the City’s downtown retail and commercial core
is representative of just how important it is to the City and the tax revenue generated from the business activities
of that area.

Heritage Park Off-site Improvements Project

During the past several fiscal years, the City has continued to contribute resources and effort towards the
development and improvement of Heritage Park. Sometimes referred to as a park “25 years in the making,”
Heritage Park is an 18.4 acre park that has been improved and developed since 2013, providing for many
amenities such as entry steps and landing, pathways, fences, landscaping and landmark structures. Fiscal Year
2016-2017 saw the continuation of this effort in the form of the construction of off-site street improvements
that provided curb and gutter, on-site channel restoration and the construction of a retention basin. In concert
with City staff, the massive efforts of Day of Service volunteers helped to install a new water-wise drip
irrigation system, 600 new plants, and a new bridge sitting on concrete moorings positioned among now-
mature trees. The continual enhancement of Heritage Park continues through these efforts.

PARIS

The City’s Pavement Accelerated Repair Implementation Strategy (PARIS) provides for reconstruction or
rehabilitation of City streets in the most efficient and economical manner possible. PARIS, approved in
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September 2012, identified pavement lifecycles, deterioration rates, opportunity costs, contributors to and cost
recovery associated with pavement deterioration, and potential funding sources. Finally, PARIS provided a
strategy to increase the City’s existing PCI of 53 to a new PCI of approximately 80 in five years through use
of various funding sources to deter the City’s street degradation rate from accelerating significantly over
time. For comparison purposes, the County of San Bernardino has a PCI of 70 and that State of California
averages a PCI level of 66. As a result of vigorous oversight and streamlining, the City has been able to
accomplish a PCI of 83 on time and within budget. This equates to the repaving of approximately 427 lane
miles of road. The accomplishment is two-fold in that the condition of roads are improved and the ability to
repair and maintain them in the future is enhanced to prolong the pavement lifecycle.

Fiscal Year 2017-2018

For Fiscal Year 2017-2018, overall revenues are projected to increase by $2.3 million. The revenue projection
provided for in the Proposed Budget is more objective in that it is based on projections provided by the San
Bernardino County Auditor-Controller’s Office and the City’s sales tax consulting firm, HdL. As such,
projections include figures that are less conservative and based on objective evidence. The Government
Finance Officers Association recognizes the benefits of and endorses each of these revenue forecasting
methods, labeled as conservative and objective. An objective approach requires careful monitoring of general
tax receipts and control over expenses.

The underlying assumption for property tax is the revenues from this source will increase over last year’s
estimates by approximately $2.1 million. This is based on methodology that takes estimates from the San
Bernardino County Auditor-Controller’s office and applies an increase of 4%. The property tax estimates for
Fiscal Year 2017-2018 also take into account payment to the City of the Redevelopment Property Tax Trust
Fund (RPTTF) residual tax increment due to the wind down of the Successor Agency. The amount is expected
to increase each year as the Successor Agency continues defeasance of its obligations. As with any
methodology of forecasting revenues, Finance Division staff will monitor actual receipts against projections
during the course of the fiscal year. Sales tax, the second single highest source of revenues to the City is
projected to increase by 4%, or roughly $660,000. This projection is based on estimates provided by the City’s
sales tax consultant and reflects the steady pace of growth the City has realized in the past, normalizing for the
end of the “Triple Flip” in Fiscal Year 2015-2016.

Revenue projections for franchise fees reflect a moderate increase of roughly $150,000. General Government
revenues are expected to decrease this year by approximately $600,000 and this is due to a one-time land sale
that generated significant revenue under this category during Fiscal Year 2016-2017. Charges for service
remain relatively flat, with decreases in projected revenues of $398,000 as compared to Fiscal Year 2016-2017.
This reflects a more conservative approach given the variability of charges for fees like development,
inspections, and permits.

Main sources of transfers from other funds to the General Fund include $495,000 of Late Fee payments from
customer billings as they are recognized as “fees” under State Code, and approximately $1.4 million of Gas
Tax receipts. In total, net transfers are projected to increase by roughly $327,000. Reserves scheduled for use
in the amount of $346,924 in Fiscal Year 2017-2018 include the Fire Equipment reserve for the purchase of a
new medic squad vehicle and the lease payment for two fire engines, as well as use of the Maintenance Reserve
for facilities to fund a building condition assessment for City buildings.

In total, an estimated $68.5 million is available to fund the General Fund operations for Fiscal Year 2017-2018.
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Transfers out of roughly $5.5 million from the General Fund reduce available resources and, as noted above
previously, include transfer to the Paramedic and Liability Funds of $3.8 million and $1.3 million respectively.
Additionally, the transfer of $306,719 to the Redlands Public Improvement Corporation Fund is required for
the General Fund’s share of the final debt service payment on the City’s 2003 Certificates of Participation. An
anticipated loan to the Public Facilities Fund of $50,000 for its share of that debt service is listed as under New
Reserves. After these and other, less significant transfers out of the General Fund, resources available to
support department operations are just over $63 million.

The process of developing the Proposed Budget for Fiscal Year 2017-2018 was not without its challenges.
Initial budget requests submitted from departments were approximately $65.2 million, excluding all
supplemental requests for funding outside of current service levels. Working together as a team, staff were
able to work with agility and accuracy to meet service delivery goals in new and innovative ways.

Among the many noteworthy operational improvements, here is a summary of the significant programs and
initiatives:

e The Quality of Life Department is restructuring its tree trimming program to maximize the number of
City-owned trees trimmed per year, thereby continually lowering the “trim” cycle from 20 years in
2014 to a current average cycle of 12 years. Through the current initiative, the department expects to
lower this cycle even further to an estimated 7 years. This improvement to service delivery comes at
no additional cost to the General Fund and is fully funded by the amount that the City previously spent
on an annual basis for contractual tree trimming services.

e Also in the Quality of Life Department, deferred traffic cabinet maintenance is being addressed
through collaborative efforts to replace existing, antiquated, decades-old traffic intersection electronics
with new technology that more effectively controls traffic signals and manages traffic control.

e The Municipal Utilities and Engineering Department is leading the charge in a new approach to
integrating technology as a resource to manage the City’s public infrastructure and other assets as a
part of the Smart Redlands Initiative. City Council briefings on the Smart Redlands Initiatives are
scheduled for May 17th. Some of the projects currently under development include: the use of smart
traffic signals and emergency vehicle preemption, developing a Citywide network of sensors to
provide data feeds on everything from when to water green areas to when a storm is reaching critical
levels, and harnessing new mobile tools to make government more accessible to those it serves. MUED
along with the Innovation & Technology Division are working towards optimization of the City’s GIS
platform as a basis to support these initiatives.

e As part of a comprehensive effort of examining and evaluating the City’s insurance and risk portfolio,
Human Resources / Risk Management has optimized the manner in which the City insures itself
through joining a regional insurance joint powers authority. The City will exercise more control over
the settlement and management of claims, gain broader coverages and limits that are tailored to the
types of loss faced by municipalities and will save the City money on premiums and other costs.

e The purchase of Fire Department equipment is included in the Proposed Budget as well. Using funds
from reserves dedicated for these purposes, the Fire Department will retire and replace its current 10-
year-old medic squad vehicle with 147,000 miles that has long since reached its salvage value.

e Interms of street improvements, this fiscal year will see a substantial new revenue stream as a result
of the State’s new Road Repair and Accountability Act of 2017 legislation. The City is expected to
realize revenues of approximately $396,000 in new receipts. This funding will be combined with
current PARIS projects to increase the amount of lane miles slated for repairs from 101 to 107.

viii



o Xenon Filter Replacement: The Xenon Filter in place at the City’s Wastewater Treatment Plant is the
first of its kind and has reached the end of its usable life. The filter is used to draw water into third
tier treatment for production of non-potable water. It is required in order to meet permit requirements
in place for the operation of the treatment plant.

e The City has committed to a major overhaul of its core financial and accounting information system.
The current software product in use was labeled as “End of Life” by its parent company as of January
2016. The City has identified funds that will be used to cover this significant investment. As a result
of this implementation, the City hopes to bring new conveniences to those it does business with,
including automation of the vendor payment process and providing expanded online services to
customers.

Through the commitment and vision of the City Council, the City Manager implements staffing models
sufficient and appropriate to address the needs of residents and community members, and to respond to requests
for improved processes and accessibility. The focus of the City Manager’s office remains on recommending
staff changes that improve efficiency, address safety of staff and the community, and generate revenues for the
City. For Fiscal Year 2017-2018, the following requests are included. At the A. K. Smiley Public Library, the
City Manager recommends the addition of a part-time maintenance worker to address the grounds-keeping
needs of a facility that sees an average of over 275,000 visitors annually. To address the operational demands
of the Redlands Animal Shelter, an additional animal control officer and part time customer service
representative has been included in the budget request in order to extend office hours, field coverage and
enhance the shelter’s ability to promote the adoption of companion animals. Two police officers funded for
the latter half of the fiscal year are included in the budget request for the Police Department demonstrating the
City’s commitment to dedicating resources in support of public safety within a budget climate of competing
priorities. As a part of the focus to improve the downtown business core, the budget request includes the
addition of two downtown attendants that will enhance customer service and monitor activities while
maintaining a visible presence for visitors and businesses in the area.

For the Revenue Division, the addition of a temporary cashier position has been included in an effort to
alleviate the front counter workload such that back office procedures for recording business licenses can occur
more efficiently. In Emergency Preparedness, the addition of an emergency operations coordinator has been
included in order to bolster this program and extend additional community resources. Two part time
administrative technicians will be eliminated from the budget as a result. In the Finance Division, a limited
term full time payroll assistant has been included in the budget request with the goal of alleviating additional
workload that will be incurred during the implementation of a new financial accounting system for the City.
The part time payroll assistant will be eliminated from the budget as a result. In Human Resources, a human
resources technician is being added and a corresponding position of human resources analyst is being deleted,
as the department refocuses workload in order to reduce staff costs and improve efficiencies.

The addition of two parks maintenance workers has been included in the Proposed Budget request in order to
provide expanded levels of service and to address the growing needs of additional park acreage. Beyond this,
two streets maintenance workers have been added to the staffing changes in order to address the ever-present
need for sidewalk repairs throughout the City, however at this time these positions are not included in the
Proposed Budget for Fiscal Year 2017-2018. Staff proposes to examine General Fund revenue performance
during the fiscal year to ascertain whether or not these positions can be funded during mid-year. As noted
previously, in an effort to significantly shorten the tree trimming cycle, three tree trimmer positions have been
included in the Proposed Budget. The costs for funding these positions is fully offset by the avoiding the cost
of the tree trimming contract. For the City’s Code Enforcement Division, funding has been included for an



administrative technician and two part time code enforcement officers in order to support the rental inspection
program as well as providing for enhanced customer follow-up. Through their support of the rental inspection
program, most of the costs associated with these positions is offset by enhanced program revenues.

In the Municipal Utilities and Engineering Department, funding for the deputy director has been included in
the Proposed Budget. The focus of the position will be to support departmental priorities and goals and enhance
service levels. Also included is the position of project manager, which will have a significant role in supporting
upper management to ensure the scope and direction of high profile projects are completed timely and
efficiently. A senior administrative analyst will be eliminated from the budget as a result.

Lastly, the addition of a full time, dedicated airport supervisor is included in the Airport Division’s budget
request and will provide an enhanced level of service for Airport patrons, help to maintain regulatory
compliance with the Airport’s operating permit, and oversee the day-to-day operations at the Airport.

Thanks to their efforts over a short time during and following the budget meetings held in late April, the
Department Directors and their staff, along with the Finance Division and City Manager’s office have made
reductions to expenditures and additions to estimated revenues, where possible, sufficient to present balanced
budgets in Fiscal Years 2016-2017 and 2017-2018. At June 30, 2018, the City expects to end the year with a
surplus of $89,745and an ending unreserved fund balance of $9.5 million. Both fiscal years were balanced
without using the City’s reserve for contingencies, nor its unreserved fund balance.

We take pride in the numerous achievements made as a City, even during the most difficult of economic times,
and we look forward to the continuing progress, including enhancements to the City’s downtown business
core, investment in technology resources as a means for efficiency, and advanced approaches to public
infrastructure management, and in the future, to new achievements that will live up to the City council’s vision
statement for the City: “Redlands is a balanced, innovative and healthy community meeting tomorrow’s need
while protecting the quality and heritage we value.”

Finally, I wish to express my sincere thanks to the City Council Budget Subcommittee and the professional

Executive and support staff who, once again, have been instrumental in the development of a balanced budget
for Fiscal Year 2017-2018, especially staff in the Finance Division of the Management Services Department.

City Manager
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Redlands City Council, Clerk, and Treasurer, plus all other City
employees and volunteers, commit to these values:

Q WE STRIVE FOR EXCELLENCE AND ARE INNOVATIVE:

We aim to deliver the best service possible and measure quality outcomes and results. We
strive to exceed expectations and to bring out the best in each other. We are flexible and
adapt to the ever-changing needs of our community. We seek traditional as well as non-
traditional solutions and embrace creativity.

Q

WE ARE FISCALLY RESPONSIBLE:

We take seriously financial stability and our stewardship in carefully managing and constantly
ensuring the best use of all public funds and other resources.

t‘ WE SEEK SUSTAINABILITY:

We pursue sustainability as the key to optimal use of all resources. We measure progress
through improvement to the health and well-being of our residents, environment, and local
economy.

L‘ WE ARE RESPONSIVE:

As public servants we exist to serve Redlands citizens and to exceed expectations. That is and
should always be our constant focus. We listen, are empathetic and take appropriate ac-
tion. We pursue good and timely solutions, and are alert to modifying strategies in response
to unintended consequences.

Q WE ARE FAIR, HONEST, AND ACT WITH INTEGRITY:

We align our values, words and actions. We are honorable, trustworthy and sincere. We con-
sistently go not just beyond the legal minimum to do what is right, but strive for the highest
moral and ethical behavior.

L‘ WE ARE ACCOUNTABLE AND MAKE SOUND DECISIONS BASED ON CLEAR RATIONALE:

We take responsibility for our decisions and actions. We are accountable to our community
and to each other so that future generations will have as many opportunities available to
them as we do today. We encourage and practice servant leadership.

v
“““ WE TREAT EVERYONE WITH RESPECT:

We acknowledge the dignity of every employee, citizen, resident, and visitor in our City. We
work actively to eliminate barriers to full participation in community life. We conduct City
business with courtesy, civility, and respect.

L‘ WE EMBRACE DIVERSITY AND INCLUSIVENESS:

We value the strengths that result from varied experiences, ideas and perspectives. Our col-
lective histories, both employee and citizen, and natural setting create the fabric that makes
Redlands a special place to live, work, and play.

Q WE COMMUNICATE OPENLY, CLEARLY AND FREQUENTLY:

We seek shared understanding with our community and across City organizations. We are
engaged and our interactions are meaningful. We engage in participatory governance and
transparent processes. We strive to create a culture of collaboration that encourages innova-
tion, sharing of resources, and jointly shared accountability for results.

t‘ WE TAKE PLEASURE IN THE WORK WE Do:

While maintaining a professional environment, we recognize the importance of building and
maintaining an enjoyable workplace that will attract and retain quality employees. We value
a sense of humor and remember not to take ourselves too seriously.
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Budget and Finance Policies

The following policies focus on City of Redlands budget and finance activities. They are intended to serve as a
foundation for successful management of the City’s financial resources. The City is already in compliance with
many of these policies, while others may take more time to implement.

I. GENERAL POLICIES

1. The City organization will implement the City Council's goals, objectives, and policies through a service delivery
system financed by the Operating and Capital Budgets.

2. The relationship between the Operating and Capital Budgets will be explicitly recognized and incorporated
into the budget process. Based on available resources, the City Council will make available sufficient funds to
provide municipal operating services and maintenance or enhancement of fixed assets needed to support public
demand for City services.

3. The City will work to improve customer service and the productivity and performance of its programs and
employees, and will seek ways to eliminate duplicative functions within the city government and between the
City of Redlands and other public agencies in the community. A reporting mechanism based on clear
performance measures, return on investment, and highlighting the service efforts and accomplishments of the
City's major services will be developed.

4. Whenever feasible, the cost to the government of providing services will be fully recovered by user fees. As
mandated by Generally Accepted Accounting Principles (GAAP), Enterprise funds will be used when legal
requirements or management policy requires the full cost of providing services to customers outside the
organization, including capital, be recovered through fees and charges. Fiscal accountability for Enterprise Funds
will be in accordance with the City’s Enterprise Fund Policy, Resolution No. 7318. Internal Service Funds are
designed to function as cost-reimbursement funds for services provided to other funds or departments of the
primary government. Enterprise and Internal Service funds shall be self-supporting.

5. All current operating expenditures will be paid for with current revenues.

6. Adequate reserves will be maintained and all known liabilities will be identified and reported consistent with
Generally Accepted Accounting Principles. In addition to maintaining a “Reserve for Contingency” (Committed
Fund Balance), the City may establish “reserves” (Assigned Fund Balance) for special purposes, including, but
not limited to, unanticipated staff retirements, certain types of overtime, and equipment purchases.

7. Efforts will be coordinated with other governmental agencies to achieve common policy objectives, share the
cost of providing governmental services on an equitable basis, and support favorable legislation at the state and
federal level.

8. City expenditure and revenue analyses shall include, at minimum, a three year projection.

9. The City will seek out, apply for, and effectively administer federal, state, local, and other grants or assistance
that address the City's current priorities and policy objectives.
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10. The public shall be afforded appropriate opportunities for comment on all City financial activities consistent
with current ordinances and other laws and regulations.

Il. REVENUE POLICIES

1. The City will build and maintain a diversified and stable revenue system to shelter it from short-run
fluctuations in any one source.

2. The City will follow an aggressive policy of collecting all revenues, and will report periodically on progress
achieved.

3. The City will establish all user fees and charges at a level related to the full costs (operating, direct, indirect
and capital) of providing the service, or provide justification for any level less than this amount. The City will
review fees/charges periodically.

4. The City will review market rates and charges levied by other municipalities of similar size for like services
when establishing rates, fees and charges.

5. Revenues will be conservatively estimated.

Ill. EXPENDITURE POLICIES

1. The City shall operate on a balanced budget in accordance with the Fund Balance Policy, Resolution No.
7346.

2. The City shall take immediate corrective actions if at any time during the fiscal year expenditure and revenue
re-estimates are such that an operating deficit is projected at year-end. Corrective actions can include a hiring
freeze, expenditure reductions, fee increases, or other options. Inappropriate expenditure deferrals into the
following fiscal year, short-term inter-fund loans, or use of one-time revenue sources for other than one-time
expenditures shall be avoided.

3. The City Manager shall undertake periodic staff and third-party reviews of City programs for both efficiency
and effectiveness. Privatization and contracting with other governmental or other agencies will be evaluated as
alternatives to service delivery. Programs that are determined to be inefficient and/or ineffective shall be
reduced in scope or eliminated.

4. The City shall make every effort to maximize any discounts offered by creditors/vendors.

5. Staff shall use competitive bidding, in accordance with the City’s Purchasing Ordinance and state law, to
attain the best possible price on goods and services.

[V. FUND BALANCE POLICIES

General Fund:

1. In accordance with the City’s Fund Balance Policy, Resolution No. 7346, fund balance will be categorized
for annual financial statement reporting purposes as required by Government Accounting Standards Board
(GASB) 54 into the following five categories: Nonspendable, Restricted, Committed, Assigned and Unassigned
(terminology used in the Budget does not specify the categories used in reporting purposes, but uses the familiar
“reserved” and “unreserved” fund balance).
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2. As recommended by the Government Finance Officers’ Association, the City will establish a General Fund
Ending “Unreserved” (Unassigned) Fund Balance of no less than a) 5% - 15% of regular general fund operating
revenues, or b) no less than 1 - 2 months of regular general fund operating expenditures.

3. The General Fund “Unreserved” (Unassigned) Fund Balance, including the Fund Balance “Reserved for
Contingency” (Committed Fund Balance), and other reserves (Assigned Fund Balance) will be approximately
twenty-five (25%) of general fund operating expenditures. “Reserves” (Committed and Assigned Fund Balance)
for the General Fund will be funded at the minimum percentages established by the Fund Balance Policy.
Additional funding of “reserves” may be made by the City Council in accordance with the Policy.

4. “Reserves” for encumbrances will be established at the end of every fiscal year to designate fund balance in
the amount equal to the City‘s unpaid obligations and unfinished projects at year-end.

5. Funding levels of General Fund “reserves” will be reviewed during periods of economic stagnation to avoid
reductions in operating service levels.

6. Appropriations or use of funds from any “reserves” will require City Council action in accordance with the
Fund Balance Policy.

V. CAPITAL IMPROVEMENT PLAN (CIP) POLICIES

1. The City will develop a multi-year plan for capital improvements, update it annually and make capital
improvements in accordance with the plan. If mid-year revisions to the plan are necessary, these will be brought
to the City Council for review and approval.

2. The City will maintain its physical assets at a level adequate to protect the City's capital investment and to
minimize future maintenance and replacement costs. The budget will provide for adequ