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CITY OF EL PASO DE ROBLES 
 

FISCAL POLICY 
 
 
 
I. GOAL STATEMENT 
 

El Paso de Robles fiscal policy is established to assure that the City’s finances are 
managed in a manner that will (1) provide for the delivery of quality services and 
products cost effectively, (2) provide for an acceptable level of services and products 
as the community grows, (3) ensure that the City is living within its means, and (4) 
provide reserves for unbudgeted needs that might arise from time to time. 

 
II. GENERAL OBJECTIVES: 
 

1. The City will maintain sound financial practices in accordance with State law, and 
direct its financial resources toward meeting the City’s goals as identified and 
prioritized by the City Council. 

 
2. The City will develop and maintain financial management programs to assure its 

long-term ability to pay the costs necessary to provide the services required by its 
citizens; i.e. two-year budget, four-year and ten-year financial plans. 

 
3. The City will maintain accounting systems in conformance with generally 

accepted accounting principals as promulgated by the most current issue of 
National Council on Governmental Accounting Statement 1, the practices and 
methodologies contained in the Municipal Finance Officers Association 
publication “Governmental Accounting, Auditing, and Financial Reporting”, and 
pronouncements issued by the Governmental Accounting Standards Board. 

 
4. The City will maintain a financial records management information system 

capable of tracking revenues and expenditures by line item, by source, by fund, 
by department or any other format deemed necessary or desirable. 

 
5. The City will establish and maintain an investment policy in accordance with 

State laws that stress financial safety and liquidity over yield (Attachment #1). 
 

6. The City will establish and maintain a purchasing policy and procedures 
(Attachments #2 and #3). 

 
III. REVENUE OBJECTIVES: 
 

1. The City will strive to diversify and stabilize its revenue base, reducing 
dependency upon any single revenue source. 
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2.  The City will implement the adopted economic development strategic plan 

and/or economic development element to the General Plan in order to increase 
and broaden its revenue base. 

 
3. The City will maximize the availability of revenue proceeds through responsible 

collection and auditing of amounts owed the City. 
 

4. The City will seek Federal and State grants and reimbursements for mandated 
costs whenever possible. 

 
5. The City will investigate potential new revenue sources, particularly those that 

will not add to the tax burden of residents or local businesses. 
 

6. General Fund revenues shall be pooled and allocated according to Council goals 
and established policy.  Enterprise funds and other legally restricted sources shall 
be allocated according to their respective special purpose. 

 
7. The City will establish and maintain a user fee policy (to be developed as 

attachment #4) that: 
 

a. Imposes user fees when appropriate to capture the cost for the delivery 
of services and goods; and 

b. Attempts to establish levels of cost recovery that support all costs 
including administrative overhead and depreciation; and 

c. Determines the minimum frequency of user fee reviews. 
 
8. The City will maintain and further develop methods to track major revenue 

sources and evaluate financial trends. 
 
9. The City will prepare periodic financial reports of actual revenue received for 

review by the City Council. 
 
IV. EXPENDITURE AND BUDGETING OBJECTIVES: 
 

1. Budgeted expenditures shall reflect the Council’s goals.  
 

2. The operating budget will be prepared in the context of a four-year financial plan 
wherein appropriations for two fiscal years are adopted (Two Year Budget). 

 
3. In the context of the operating budget, operating expenditures and revenues shall 

be balanced over the term of the four-year financial plan. 
 

4. A ten-year financial plan will be developed for the purpose of identifying future 
financial challenges.  It shall be updated every two years concurrent with the 
development of an updated four-year financial plan. 
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5. The City will deliver services and goods in a cost effective manner, including 
utilizing the services of volunteers where it is economically and operationally  
viable. 

 
6. Surplus fund balances (and working capital in enterprise funds) may be used to 

increase reserves, fund Capital Improvement Projects, fund capital outlay or be 
carried forward to fund one-time special project/program expenses provided 
that the reserving requirements are met (refer to VI). 

 
7. Operating expenditures, exclusive of debt service, within the General Fund or 

Enterprise Funds will not be directly supported by any debt financing, 
connection fees, development impact fees, or Enterprise Fund interest income. 

 
8. Expenditures shall include funding of retirement systems, maintenance and 

replacement of capital and operating assets, and the components of the cost 
allocation plan. 

 
9. The City will maintain and further develop methods to track expenditures and 

evaluate financial trends in order to identify potential problems. 
 

10. The City will prepare periodic financial reports of expenditures for review by the 
City Council.  

 
11. The Council may appoint an ad hoc committee, as needed, to: 

 
a. Review the proposed two year budget/four year financial plan and make 

findings and recommendations to the Council; and 
b. Review the cost allocation plan and make recommendations for any 

necessary adjustments to the Council; and 
c. Review all new fees and revenue enhancements and make 

recommendations to the Council. 
 

V. BUDGETARY CONTROLS: 
 

1. Once adopted, operating appropriations shall not be subsequently adjusted 
unless specifically authorized by resolution identifying the fund from which the 
appropriation is to be made, the amount of the appropriation and budgetary 
account number. 

 
2. The City Manager may authorize the transfer of appropriations from one 

program to another within the same department and fund. 
 

3. The City Manager may take necessary actions to keep expenditures from 
exceeding revenues, including but not limited to establishing a budget freeze, 
postponing hiring of approved positions, implement layoffs and/or reduced 
workweek. 
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4. The City Manager may review and approve all change orders in accordance with 
adopted purchasing procedures. 

 
5. The City Manager may approve purchase orders for budgeted expenditures and 

un-budgeted purchase orders in accordance with adopted purchasing procedures. 
 

6. Agenda staff reports having a budgetary impact of $10,000 or more shall require 
the review of the Director of Administrative Services.  Review comments shall 
be provided to the City Manager. 

 
7. For the purpose of budget control, operating capital is defined as equipment or 

furnishings having a useful life of two years or more and a cost of $3,000 or 
more.  Property, plant, or an improvement costing $25,000 or less shall also be 
budgeted as operating capital.  Property, plant or an improvement with an 
estimated cost of $25,001 or more shall be considered a capital improvement and 
be budgeted as such. 

 
8. Professional service contracts for one-time projects where the cost exceed 

$25,000 shall be tracked separately from routine operating expenditures. 
 

9. Annually, a report estimating the year-end results shall be presented to the 
Council in October following the close of the fiscal year being reported.  Said 
report shall compare revenue estimates with actual collections, appropriation 
budgets with actual expenditures and revenues to expenditures in major 
budgetary funds.  This report shall be followed with a presentation of the 
Comprehensive Annual Financial Report to the Council before January 1st. 

 
10. Semi-annually, there will be comprehensive review of the operations to date in 

comparison to the existing budget.  Projections of revenues and expenditures 
through the end of the fiscal year will be prepared and reviewed by the City 
Manager with a report submitted to the City Council by their first meeting in 
March. 

 
VI. RESERVING OBJECTIVES: 
 

In order to address unanticipated emergency and contingency needs of the City, and 
secure the continued financial well-being of the City, various reserves shall be 
maintained as follows:  

 
1. Reserve for Contingencies - provides a fund from which appropriations may be 

made to meet minor, additional needs not specifically provided for in the current 
operating budget.  Reserve for contingencies should be set at 2% of the annual 
General Fund operating expenditure budget excluding debt service and operating 
capital. 

 
2. Reserve for Self Insurance - provides funding of a risk management program 

whereby the City obtains insurance contracts for catastrophic losses, but 
maintains relatively high deductible or retention limits on operating equipment 
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and maintains no insurance contracts on certain exposures.  Minimum reserves 
shall be established by the JPA. 

 
3. Reserve for Capital Asset Replacement - provides a sinking fund based on 

equipment depreciation for the replacement of capital and operating assets.   
 

4. Reserve for Debt Service – provides funds in accordance with debt issuance 
documents; i.e. official statement and trustee agreement.  Amount of reserve is 
established by bond covenants. 

 
5. General Fund – unappropriated fund balance should be maintained at 15% of 

operating expenditures excluding debt service and operating capital. 
 

6. Enterprise Funds – unappropriated working capital should be maintained at 15% 
as a reserve for contingencies; i.e. unanticipated fluctuations in revenue 
collections or operating expenditures. 

 
VII. CAPITAL IMPROVEMENT PROGRAM 
 

The Capital Improvement Program will be developed to protect the City's 
investment in capital infrastructure and facilities through timely and adequate 
maintenance and replacement of those assets. 
 
1. The Capital Improvement Program should include all capital infrastructure and 

facilities required and/or anticipated during the General Plan build-out timeline.  
However, the Capital Improvement Program need only specifically identify those 
projects necessary to maintain an acceptable level of service delivery for the next 
four years including the project’s cost and funding sources. 

 
2. The Capital Improvement Program will be updated bi-annually in conjunction 

with the two-year operating budget. 
 
3. The City will grant priority to funding projects that support economic 

development or will have a direct influence on achieving productivity/revenue 
gains for the City. 

 
4. The Capital Improvement Program will reflect the various master plans and 

related studies identifying infrastructure needs of the City. 
 

5. Various fees and charges identified by various plans; i.e. AB 1600 Plan (analysis 
of infrastructure needs of the City and the fees and charges necessary to meet 
said needs) shall be reviewed and modified as necessary every two years.  

 
6. The City will prepare periodic financial reports of actual expenditures for review 

by the City Council.  
 
VIII. DEBT OBJECTIVES: 
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1. The City will finance (borrow) only capital improvements or special non-
recurring expenditure projects that cannot be financed from current revenues 
and sources. 

 
2. When capital projects are financed, the City will amortize the debt within a 

period not to exceed the expected useful life of the project. 
 

3. The City will limit the debt ratio (debt guaranteed by the General Fund) to 10%.  
The debt ratio is calculated by dividing the total debt, interest and principal, by 
total operating, recurring revenues. 

 
4. Whenever possible, the City will investigate the use of special assessment, 

revenue or other self-supporting bonds to limit the General Fund obligation for 
debt service payments. 

 
5. The City will not use long-term debt for current operations. 

 
6. The City will not use short-term borrowing to support routine operations, 

however, it may be used to meet temporary cash flow needs. 
 

7. The City shall always fully disclose the financial condition of the City to rating 
agencies and shall annually distribute financial disclosure reports in accordance 
with bond covenants. 

 
8. The City will strive to maintain or improve the City’s bond rating. 

 
9. The use of inter-fund loans to fund the cost of financing capital improvements is 

discouraged. 
 

10. If inter-fund loans are undertaken, formal promissory notes shall be established 
that carry an interest cost equal to the most current interest yield percentage paid 
by the Local Agency Investment Fund.  The interest cost shall be re-calculated 
annually based upon the Local Agency Investment Fund rate for the quarterly 
period ending June 30th each fiscal year. 

 
 
  
 
 
 
 
 
 


