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FINANCIAL AND BUDGET POLICIES
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BUDGET POLICIES AND PROCEDURES
The budget process for the City of Carmel-by-the-Sea involves the citizens, City Council, and staff.  Each person plays a critical role in the development of the budget for the upcoming year.  The annual budget and operating plan balances the public service demands of the community with the fiscal resources of the City.  It is intended to achieve the goals and objectives established by the City Council.  

The goal of the City Administrator is to present a balanced budget to the City Council for review and adoption.  A balanced budget is a budget in which sources meet or exceed uses.  Available funding sources shall be at least equal to recommended appropriations.  As a general rule, the year-end undesignated General Fund balance should not be used to fund ongoing operations.  

As set in the Carmel Municipal Code prior to the beginning of each fiscal year, the City Council shall adopt a budget for expenditures and anticipated revenues. On or before February 15th of each year, the City Administrator will present to the City Council a proposed budget schedule. The City Administrator prepares and submits to the City Council a proposed operating and capital budget for the forthcoming fiscal year.  The City Council shall adopt the budget by July 1st.  

The City Administrator shall have the right to approve the transfer of appropriations within a departmental budget; however, no additional positions shall be created without the authorization of the City Council. All transfers of appropriations between departments or in regards to capital items or projects shall be approved by the City Council.  The City Administrator shall be charged with the responsibility of controlling the expenditures for all departments in accordance with the approved budget. A report on current year revenues, expenditures and fund balances shall be maintained. 

The accounts of the City are organized on the basis of funds.  A fund is an independent fiscal and accounting entity with a self-balanced set of accounts.  The minimum number of funds is maintained consistent with legal and managerial requirements.  Annually appropriated budgets are legally adopted on a budgetary basis for the governmental fund types (General Fund, Special Revenue Fund, Debt Service Fund, and Capital Projects Fund) and are controlled on a fund and departmental level.  These funds are used to account for most of the City’s general government activities.  Governmental fund types use the flow of current financial resources measurement focus and the modified-accrual basis of accounting and budgeting.    Expenditures are recognized as encumbrances when a commitment is made.  Unencumbered appropriations lapse at year-end.  


CITY OF CARMEL-BY-THE-SEA
FISCAL YEAR 2013-2014
BUDGET CALENDAR
 

	DATE
	ACTIVITY
	RESPONSIBILITY

	
	
	

	DECEMBER 2012
	
	

	21-31 December 
	Preparation of departmental worksheets
	Finance Manager

	
	
	

	
JANUARY 2013
	
	

	8 January (Tues)
	Submittal of  2013-14 Budget Calendar
(4:30 pm, City Hall Council Chambers)
	Regular City Council Meeting

	
	
	

	8 January (Tues)
	Adoption of 2013 City Goals
(4:30 pm, City Hall Council Chambers)
	Regular City Council Meeting

	
	
	

	10 January (Thurs)
	Budget “Team” kickoff meeting with City Administrator
	Department staff

	
	
	

	8 January through  4 February
	Finance Specialist calculates departments’ personnel/ payroll and benefits figures. Distribute to department directors for budget preparation.
	Finance Specialist;
Finance Manager;
All Departments Directors


	
	
	

	To be scheduled
	Second quarter operational review meetings.
(9:00 a.m., City Hall Council Chambers)
	Department and program managers with City Administrator; Finance Manager

	
	
	

	FEBRUARY 2013
	
	

	
	
	

	5 February (Tues)
	Second Quarter 12-13 Financial Update 
(4:30 pm, City Hall Council Chambers)
	Regular City Council Meeting

	
	
	

	5 February (Tues)
	Review and update financial policies
	Regular City Council Meeting

	
	(4:30 pm, City Hall Council Chambers)
	

	
	
	

	14 February (Thurs)
	Department Managers’ capital planning meeting 
(10:00 a.m. City Hall Conference Room)
	City Administrator; Finance Manager; and All Department Directors/ Managers and members of their staff responsible for budget preparation must attend.  

	
	
	

	MARCH 2013
	
	

	
	
	

	6 March (Wed)
	Department budgets due including Excel worksheets, revenue projections, a complete funding analysis of departmental requests for Capital items and annual updated fee schedules.
	Department Directors/Managers


	
	
	

	9 March (Friday)

	Capital Improvement Plan to City Council
	City Administrator

	19 March (Tues)
	City Council Budget Workshop.  City Council will receive and approve the Five-Year Financial Forecast and receive and refer to the Planning Commission the five-year Capital Improvement Plan at this workshop.
(4:30 p.m., City Hall Council Chambers)
	Special City Council Workshop

	
	
	

	20 March (Wed)
	City Administrator & Finance Manager meet to finalize proposed budget.
	City Administrator; 
Finance Manager

	
	
	

	APRIL 2013
	
	

	2 April (Tues)
	Proposed Budget submitted to City Administrator 
	Finance Manager

	
	
	

	4 April (Thurs)
	Department Managers’ Retreat to review budget priorities.
(10:00 A.M., Sunset Center, Room to be determined)
	All Department Directors/Managers and other designated staff
(Mandatory)

	
	
	

	8 April (Mon)
	Re-calculation of department budget proposals following Department Managers’ Retreat.
	City Administrator;
Finance Manager

	
	
	

	8-12 April
	Draft budget document revisions by Finance Manager.
	Finance Manager

	
	
	

	10 April (Wed)
	Planning Commission review 5-Year Capital Budget.
(4:00 p.m., City Hall Chambers)
	Planning Commission

	
	
	

	11 April (Thurs)
	City Administrator & Finance Manager meet to finalize draft budget.
	City Administrator;
Finance Manager

	
	
	

	15 April (Mon)
	Budget Team submits budget information for preliminary budget printing.
	Budget Team

	
	
	

	
	
	

	MAY 2013
	
	

	
	
	

	7 May (Tues)
	Council receives proposed operating plan and budget from the City Administrator. 
(4:30 p.m., City Hall Council Chambers)

	Regular City Council Meeting

	24 May (Fri)
	Deadline for City Council to submit written questions regarding the proposed budget so that staff can research the questions.
	City Council

	JUNE 2013
	
	

	
	
	

	11 June (Tuesday)
	City Council public hearing to review/adopt budget
(4:30 p.m., City Hall Council Chambers)
	Special City Council Meeting



	18 June (Tuesday)
	City Council public hearing to review/adopt budget
(4:30 p.m., City Hall Council Chambers)
	Special City Council Meeting
(if budget not yet adopted)




NOTE:	Scheduled dates for City Council budget introduction, review and public hearings are tentative and are subject to change.


FINANCIAL POLICIES

The City of Carmel-by-the-Sea has strong financial policies that provide City Council direction to allow staff to provide sound fiscal planning and continued management of fiscal integrity. The financial policies are divided into five categories: Capital Budget Policies, Operating Management, Fund Balance Policy, Debt Policies, and Investment Policies. The City has financial policies that are adopted by the City Council with review every two years during the budget development process. The financial policies help ensure that the City maintains a healthy financial foundation into the future. 

The goal of these policies is to promote:
· An extended financial planning horizon to increase awareness of future potential challenges and  opportunities
· Setting aside reserves for contingencies, replacement of capital equipment, and other similar needs
· Maintaining the effective buying power of fees and charges and increasing cost recovery where directed to do so
· Accountability for meeting standards for financial management and efficiency in providing services
· Planning for the capital needs of the City
· Maintaining manageable levels of debt while furthering quality bond ratings
· Communication to residents and customers on how the community goals are being addressed
CAPITAL BUDGET POLICIES
The City develops an annual five-year plan for capital improvements; it includes project design, development, implementation, and operating and maintenance costs.  Each project in the Capital Improvement Plan (CIP) shows the estimated capital and on-going maintenance costs, known and potential funding sources and a design/development schedule.  As used in the CIP, projects include land acquisition, buildings and facilities construction; these projects do not have a cost threshold.  A capital outlay (fixed asset) purchase is any single item or piece of equipment that costs more than $10,000 and has an expected useful life exceeding one year.  The development of the Capital Improvement Plan is coordinated with the development of the operating budget.  The CIP is a planning document; the City Council appropriates funding for capital projects in the annual operating budget.  Costs for professional services needed to implement the CIP are to be included in the appropriate year’s operating budget.  

Annual operating budgets should provide adequate funds for maintenance of the City’s buildings and maintenance and replacement of the City’s capital equipment.  The City will make all capital improvements in accordance with an adopted and funded capital improvement program.  Prior to ratification of the capital budget for the forthcoming year by the City Council, the Planning Commission shall review the capital improvement plan and shall advise the City Council as to its recommendations regarding the proposed capital projects in accordance with the Government Code. 

Capital (Policy No. C94-01)
Capital expenditures shall be effectively planned and controlled.  
Guidelines:
1. The level of capital improvement expenditures, excluding road maintenance program expenditures and lease payments, is established at three and one-half percent (3.5%) of total revenues.
2. Funding for the road maintenance program should improve the pavement condition index.  
3. The City shall maintain a Five-Year Capital Improvement Program (CIP), which shall be updated at least annually as part of the budget review process.
4. The City shall annually establish a phasing calendar for capital improvement expenditures.
5. At least ten percent (10%) of the unrestricted funds designated for capital project expenditures shall be set aside for unanticipated expenditures.
6. The City shall conduct periodic reviews of property and facilities to determine the appropriate use and disposition of said property and facilities.
7. The City shall consider the ongoing impact of operations and maintenance expenses before undertaking any capital improvement expenditure.  
8. The City shall maintain a capital reserve policy as described in the Reserve Policy.  
9. Public participation in the Capital Improvement Program is a priority concern for the City.  
10. All projects included in the Capital Improvement Plan shall be consistent with the City’s General Plan.
11. Capital projects that are not encumbered or completed during the fiscal year are required to be rebudgeted to the next fiscal year and subsequently approved by the City Council. All rebudgeted capital projects should be so noted in the proposed budget.


OPERATING MANAGEMENT (Policy No. C94-01)
Operating revenues shall exceed operating expenditures.  
Guidelines:
1. The annual operating budget shall contain a current surplus (or “revenue buffer”) of at least five percent (5%) of projected expenditures.
2. A balanced budget is a budget in which total funding sources meet or exceed uses.  
3. An appropriated City Discretionary Account of at least one-half of one percent (0.5%) of total projected General Fund expenditures shall be maintained.
4. Ongoing expenses shall not be funded with one-time revenues.
5. The City shall establish internal service funds for the repair, operation, and replacement of rolling stock and data processing equipment.
6. The level of capital outlay expenditures is established at three percent (3%) of total revenues.
7. The City shall annually establish a phasing calendar for capital outlay expenditures.
8. The City shall develop a five-year forecast of operating revenue and expenditures.
9. The City shall establish salary adjustments in conjunction with the budget process.
10. The City shall review the relationship between fees/charges and the cost of providing services at least every three years.
11. The City’s fees and charges for services shall be adjusted annually, based upon the San Francisco-Oakland Consumer Price Index.  
12. The City will seek to comply with suggested criteria of the Government Finance Officer’s Association in producing a budget document that meets the Distinguished Budget Presentation criteria.

FUND BALANCE POLICY 
The Fund Balance Policy is designed to develop standards for setting reserve levels for various, significant City funds.  Adequate fund balance and reserve levels are a necessary component of the City’s overall financial management strategy and a key factor in external agencies’ measurement of the City’s financial strength.  The City shall maintain reserves at a prudent level, and shall use reserves appropriately with a focus on contributing to the reserves in good times and drawing on the reserves in times of difficult budget periods to maintain a consistent level of service and quality operations.  Use of reserves are to supplement the annual budget.

Guidelines:
1. General Fund and Hostelry Fund reserves shall be maintained at no less than ten percent (10%) of their annual projected revenues.
2. The City shall maintain prudent reserves for identified liabilities 
a. A Vehicle Replacement reserve will be maintained sufficient to replace vehicles and heavy equipment at the end of their useful lives, with the target being 10% of the total City fleet replacement value.
b. Technology equipment replacement reserves will be maintained sufficient to repair covered equipment and for replacement at the end of its useful life.
3. The City will maintain a long-term budget stability reserve consisting of any unassigned General Fund balance.  When available, the year-end General Fund operating surplus will be dedicated to the long-term budget stability reserve.  
4. A general capital reserve fund will be maintained with a targeted balance of 20% of the estimated total five-year capital improvement plan project expenditure.   Net proceeds from the sale of City owned property will be dedicated to the general capital reserve. Funds in the general capital reserve will be allocated through the budget process for capital projects.
5. Reserves shall be used only for established purposes.
6. Depleted reserves shall be restored as soon as possible.
7. A minimum level for each of the reserve funds shall be established (see chart below).
8. The City shall maintain reserves required by law, ordinance and/or bond covenants.

DEBT POLICIES
The City considers the use of debt financing for one-time capital improvements that benefit the residents of Carmel-by-the-Sea when the term of the financing is no longer than the project life, and when specific resources are found to be sufficient to provide for the debt.   Use of long-term debt is limited to capital projects or special projects or obligations that cannot be financed from current revenues.  The City has traditionally kept annual debt service payments to less than 5% of the budget.   

Use of Long-Term Debt Policy
The City recognizes that it may need to enter into long-term financial obligations to meet the demands of providing a high quality level of government services to our community. The following long-term debt policy sets the considerations for issuing debt and provides guidance in the timing and structuring of long-term debt commitments by the City. 

General Practices:
1. The City will strive to maintain good relations with credit rating agencies, investors of the City’s long-term financial obligations and those in the financial community that participate in the City’s financings and demonstrate City officials are following a prescribed financial plan. The City also will strive to maintain and, if possible, improve its current AA+ bond rating in order to minimize borrowing costs and preserve access to credit.  The City will follow a policy of full disclosure by communicating with bond rating agencies to inform them of the City's financial condition.
2. Bond issue proposals are to be accompanied by an analysis defining how the new issue, combined with current debt, impacts the City’s debt capacity and conformance with City debt policies. Such analysis shall include identification of the funding source, an assessment of the ability to repay the obligation, the impact on the current budget, commitments to future budgets, maintenance and operational impact of the facility or asset and the impact on the City’s credit rating, if any. 
3. City Council must review such analysis, including existing debt level, ability to pay debt service, impact on City services, and make a finding that use of debt is appropriate.
4. Debt service costs (COP, Lease Purchase Agreements and other contractual debt that are backed by General Fund Operating Revenues) are not to exceed 25% of the City’s General Fund operating revenues.
5. The City recognizes that it is of the utmost importance that elected and appointed City officials, and all others associated with the issuance of City debt, not only avoid the reality of a conflict of interest, but the appearance thereof as well. City officials must conduct themselves in a fashion consistent with the best interests of the City and taxpayers.
6. Bonds will be sold on a competitive basis unless it is in the best interest of the City to conduct a negotiated sale. Competitive sales will be the preferred method. Negotiated sales may occur when selling bonds for a defeasance of existing debt, for current or advanced refunding of debt, or for other appropriate reasons.

The City will consider the issuance of long-term obligations under the following conditions:
1. The City will use debt financing for one-time capital improvement projects and specific nonrecurring equipment purchases or refunding of existing liabilities, and only under the following circumstances:
a. When the project is included in the City’s adopted five-year capital improvement program (CIP) and is in conformance with the City’s adopted General Plan. 
b. When the project is not included in the City’s adopted five-year capital improvement program (CIP), but the project is an emerging critical need whose timing was not anticipated in the five-year capital improvement program, or it is a project mandated by State or Federal requirements.
c. When the project’s useful life, or the projected service life of the equipment, will be equal to or exceed the term of the financing. 
d. When there are designated General Fund revenues sufficient to service the debt, whether from project revenues, other specified and/or reserved resources, or infrastructure cost-sharing revenues. 
e. Debt financing (other than tax and revenue anticipation notes) is not considered appropriate for any recurring purpose such as current operating and maintenance expenditures.
2. The City will follow all State and Federal regulations and requirements related to bonds and debt financing instruments regarding bond provisions, issuance, taxation and disclosure.
3. Costs incurred by the City, such as bond counsel and financial advisor fees, printing, underwriter’s discount, and project design and construction costs, will be charged to the bond issue to the extent allowable by law.
4. The City will monitor compliance with bond covenants and adhere to federal arbitrage and disclosure regulations.  
5. The City shall continually review outstanding obligations for opportunities to achieve debt service savings through refunding and shall pursue refinancing when economically feasible and advantageous.

Debt Limit
The City will keep outstanding debt within the limits prescribed by State of California statutes and at levels consistent with credit objectives.  California Government Code provides that “a city may incur indebtedness for any municipal improvement requiring an expenditure greater than the amount allowed for it by the annual tax levy” (43602).  A “city shall not incur an indebtedness for public improvements which exceeds in the aggregate 15 percent of the assessed value of all real and personal property of the city. Within the meaning of this section "indebtedness" means bonded indebtedness of the city payable from the proceeds of taxes levied upon taxable property in the city” (43605).  The limit is relative to the principal amount of bonds sold and delivered (43606).   The City of Carmel-by-the-Sea, Policy No C94-01 establishes “the City’s debt shall not exceed predetermined levels.”  The guideline in that policy is that “the City’s debt service level shall not exceed eight and one-fourth percent (8.25%) of total expenditures.  


INVESTMENT POLICIES
This is a time to be particularly cautious.  Municipal moneys not required for immediate expenditure will be invested. The City will maintain adequate cash availability and yield on invested idle funds while insuring that invested moneys are protected. The Carmel Municipal Code requires the City Administrator to prepare investment policies and guidelines for adoption by the City Council.  The adopted investment policy follows.  

INVESTMENT POLICY AND GUIDELINES

Policy

In accordance with the Municipal Code of the City of Carmel-by-the-Sea and under authority granted by the City Council, the City Treasurer is responsible for investing the unexpended cash in the City Treasury.

The investment of the City of Carmel-by-the-Sea funds is directed to the goals of safety, liquidity and yield, in that order.  The authority governing investments for municipal government is set forth in the California Government Code, Sections 53601 through 53659.

The primary objective of the investment policy of the City of Carmel-by-the-Sea is SAFETY OF PRINCIPAL.  Investments shall be placed in those securities as outlined by type and maturity sector in this document.  Effective cash flow management and resulting cash investment practices are recognized as essential to good fiscal management and control.  The City’s portfolio shall be designed and managed in a manner responsive to the public trust and consistent with state and local law.  Portfolio management requires continual analysis, and as a result the balance between the various investments and maturities may change in order to give the City of Carmel-by-the-Sea the optimum combination of necessary liquidity and optimal yield based on cash flow projections.

Scope

The investment policy applies to all financial assets of the City of Carmel-by-the-Sea as accounted for in the Annual Financial Report.  Policy statements outlined in this document focus on the City of Carmel-by-the-Sea’s pooled funds, but will also apply to all funds under the City Treasurer’s control unless specifically exempted by statute or ordinance.

Prudence

The standard to be used by investment officials shall be that of a “prudent person” and shall be applied in the context of managing all aspects of the overall portfolio.  Investments shall be made with judgment and care, under circumstances then prevailing, which persons of prudence, direction and intelligence exercise in the management of their own affairs, not for speculation, but for investment, considering the probable safety of their capital as well as the probable income to be derived.

It is the City’s full intent, at the time of purchase, to hold all investments until maturity to insure the return of all invested principal dollars.

Safety

Safety of principal is the foremost objective of the City. Each investment transaction shall seek to ensure that capital losses are avoided, whether from securities default, broker-dealer default, or from erosion of the market value.

Liquidity

Historical cash flow trends are compared to current cash flow requirements on an ongoing basis in an effort to ensure that the City’s investment portfolio will remain sufficiently liquid to enable the City to meet all reasonably anticipated operating requirements.

Yield

The investment portfolio should be designed to attain a market average rate of return through budgetary and economic cycles, consistent with the risk limitations, prudent investment principles and cash flow characteristics identified within the financial statements.

Performance Evaluation

Investment performance is continually monitored and evaluated by the City Treasurer.  Investment performance statistics and activity reports are generated on a monthly basis for presentation to the City Administrator and City Council.

Delegation of Authority

For short-term investments, the Administrative Services Director has authority to make transfers to and from the City’s Local Agency Investment Funds (LAIF) account in order to maximize interest earned and meet cash flow requirements.  The transfers are made to and from the City’s general checking account to the LAIF account, with a minimum balance maintained in the general checking account to meet daily cash requirements.  

The City Treasurer is responsible for investment of all unexpended City funds as per California Government Code section 41000 et seq.  The City Treasurer makes long-term investments after review and approval by the Administrative Services Director and the City Administrator.

Ethics and Conflict of Interest

Officers and employees involved in the investment process shall refrain from personal business activity that conflicts with the proper execution of the investment program, or impairs their ability to make impartial investment decisions. Additionally, the City Treasurer and the members of the investment committee are required to annually file applicable financial disclosures as required by the Fair Political Practices Commission (FPPC).

Safekeeping of Securities

To protect against fraud, embezzlement, or losses caused by a collapse of an individual securities dealer, all securities owned by the City shall be held in safekeeping by a third party bank trust department, acting as an agent of the City under the terms of a custody agreement or PSA agreement (repurchase agreement collateral). The third party bank trust department must have safe keeping as a professional business line with expertise in this particular service area.  All trades executed by a dealer will settle Delivery vs. Payment (DVP) through the City's safekeeping agent. Securities held in custody for the City shall be independently audited on an annual basis to verify investment holdings.   All exceptions to this safekeeping policy must be approved by the City Treasurer in written form and included in quarterly reporting to the City Council.

Internal Control

Separation of functions between the City Treasurer's Office and the Administrative Services Department would be an ideal situation. Time and necessity, however, dictate a different approach. Due to the lack of personnel dedicated to the investment function alone, a proper balance must be maintained between Treasury activities and Administrative Services Department functions. The City Treasurer will make the appropriate arrangements to buy and sell securities that are deemed permissible by the Laws of the State of California as time permits. The Administrative Services Director and/or City Administrator will have the power as granted under the section titled Delegation of Authority in the absence of the City Treasurer. The City Administrator will have the authority to enter into agreements on securities so long as written policies set by the City Treasurer and State Legislature are followed.

The investment portfolio and all related transactions are reviewed and balanced to appropriate general ledger accounts by the Administrative Services Director on a monthly basis. An independent analysis by an external auditor shall be conducted annually to review internal control, account activity, and compliance with government policies and procedures.


Reporting

The City Treasurer shall review and render monthly reports to the City Administrator and the City Council, which shall include the face amount of the cash investment, the classification of the investment, the name of the institution or entity, the rate of interest, the maturity date, and the current value and accrued interest to date due for all securities.

Qualified Broker/Dealers

The City shall transact business only with banks and broker/dealers that are properly licensed and in good standing.  The Administrative Services Director and the City Treasurer shall investigate dealers who wish to do business with the City to determine if they are adequately capitalized and if they market securities appropriate to the City’s needs.

The City Treasurer shall annually send a copy of the current investment policy to all broker/dealers approved to do business with the City.  Confirmation of receipt of the City’s policy by the broker/dealer shall be considered evidence that the broker/dealer understands the City’s investment policies and intends to sell the City only appropriate investments authorized by this investment policy.

Collateral Requirements

Collateral is required for investments in certificates of deposit.  In order to reduce market risk, the collateral level will be at least 110% of market value of principal and accrued interest.

In order to conform with the provisions of the Federal Bankruptcy Code that provide for liquidation of securities held as collateral, the only securities acceptable as collateral shall be certificates of deposit, commercial paper, eligible banker’s acceptances, medium term notes or securities that are the direct obligations of, or are fully guaranteed as to principal and interest by, the United States or any agency of the United States.

Authorized Investments

Investment of City funds is governed by the California Government Code Sections 53600 et seq.  Within the context of the limitations, the following investments are authorized as further limited herein:

1) United States Treasury Bills, Bonds, and Notes or those for which the full faith and credit of the United States are pledged for payment of principal and interest.  There is no percentage limitation of the portfolio that can be invested in this category, although a five-year maturity limitation is applicable but current market conditions and interest rate projections may call for shorter terms.  

2) Local Agency Investment Fund (LAIF), which is a State of California managed investment pool, may be used up to the maximum permitted by the California State Law.  LAIF is a demand account so no maturity limitation is required.  

Investments detailed in items 3) are further restricted to percentage of the cost value of the portfolio in any one-issuer name to a maximum percentage of 15%.  The total value invested in any one issuer shall not exceed 5% of the issuer’s net worth.  Again, a five-year maximum maturity is applicable unless further restricted by current policy.  Market conditions should be evaluated as an important consideration and may indicate a shorter maturity.  

3) Negotiable certificates of deposit issued by nationally or state chartered bank or state or federal savings institutions.  Negotiable certificates of deposit shall be rated in a category of “A” or its equivalent or better by two Nationally Recognized Statistical Rating Organizations.  Purchases of negotiable certificates of deposit may not exceed 30% of the total portfolio. A maturity limitation of up to five years is applicable after considered evaluation of the financial markets.

Ineligible investments are those that are not described herein, including, but not limited to, common stocks and long term (over five years maturity) notes, bonds, and time deposits, unless specifically allowed both by state law and City Council approval. It is noted that special circumstances may arise where these methods of investment may become necessary. When this becomes necessary, the City Council will be asked to take the appropriate action to ratify the means of investment necessary, provided that it is allowable by California Code.

Legislative Changes

Any State of California legislative actions that further restrict allowable maturities, investment type, or percentage allocations will supersede any of the material presented herein. In this case, the applicable law will become part and parcel of this investment policy.

Interest Earnings

All moneys earned and collected from investments authorized in this policy shall be allocated monthly to the General Fund and various special funds of the City that legally require interest proration or when City Council action dictates such proration.  This distribution will be based on the cash balance in the fund as a percentage of the entire pooled portfolio.

Policy Review

The City of Carmel-by-the-Sea’s investment policy shall be approved by resolution of the City Council.  This investment policy shall be reviewed at least annually to ensure its consistency with the overall objectives of preservation of principal, liquidity and yield, and its relevance to current law and financial and economic trends.  Any amendments to the policy, other than State and Federal laws that automatically supersede the relevant sections shall be forwarded to the City Council for approval by resolution.

Fund balance policy #7 calls for establishing a minimum level for each reserve fund.  The City Council set the minimum level at its March 5, 2013 meeting.  The chart below depicts how the proposed budget comports to the established minimum levels.
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FY 13-14 Budget Policy Target

set by City Council % $

Capital

Non-road & lease expenditures 

3.5% of revenue 926,200 $               569,307 $        163% 356,893             

Road maintenance 926,200 $               890,000 $        104% 36,200               

Operating

5% Revenue Buffer - $                        813,296 $        0% (813,296)           

Half-percent Discretionary 81,050 $                 81,287 $           100% (237)                   

3% Capital Outlay 568,977 $               487,978 $        117% 80,999               

Reserves

Reserves are either assigned (A); committed (C); or restricted (R)

10% General Fund Reserve  C 1,566,165 $           1,626,593 $     96% (60,428)             

10% Hostelry Reserve C 831,485 $               484,600 $        172% 346,885             

Vehicle Replacement A 150,000 $               194,500 $        77% (44,500)             

Technology Reserve A 200,000 $               161,000 $        124% 39,000               

Capital Reserve C 913,989 $               2,773,360 $     33% (1,859,371)       

--other minimum levels--

Debt Service R 400,000 $               400,000 $        100% -                      

Benefit Liability C 414,293 $               350,000 $        118% 64,293               

Debt Reduction C 714,187 $               720,000 $        99% (5,813)                

Workers' Comp C 239,012 $               200,000 $        120% 39,012               

Natural Disaster C 250,000 $               250,000 $        100% -                      

OPEB Liability C 1,500,000 $           1,500,000 $     100% -                      

Long-term budget stability A 1,545,133 $           500,000 $        309% 1,045,133         

Other & Non General Fund Reserves

Various Deposit Accounts C 434,008 $               n/a

Gas Tax C 156,107 $               n/a

Parking in-lieu C 700,760 $               n/a

Traffic Safety C 6,024 $                   n/a

Road Impact Fees C 59,496 $                 n/a

Grants R 64,271 $                 n/a

Employee Benefits Plan C 31,380 $                 n/a

Forest Theater A 83,538 $                 n/a

Ambulance A 119,948 $               n/a

Debt

Indebtedness less than 15% A.V. - $                        454,558,561   0.00% (454,558,561)   

8.25% of total expenditures 1,245,206 $           1,341,236        93% (96,030)             

Investment

LAIF 5,592,163 $           n/a

30% Certificate of Deposits 1,993,183 $           2,275,604        88% (282,421)           

15% Cost value limitation

  TVI 993,183 $               1,137,802        87% (144,619)           

  WFB 1,000,000 $           1,137,802        88% (137,802)           

Current Policies and Estimates

Difference actual to policy

Therestricted



fundbalancecategoryincludesamountsthatcanbespentonlyforthespecificpurposes

stipulatedbyconstitution,externalresourceproviders,orthroughenablinglegislation.Thecommitted



fund

balanceclassificationincludesamountsthatcanbeusedonlyforthespecificpurposesdeterminedbya

formalactionoftheCityCouncil.Amountsintheassigned



fundbalanceclassificationareintendedtobeused

by the City for specific purposes but do not meet the criteria to be classified as restricted or committed.


