




SECTION III.  General Fund Reserves 
 

A. A Contingency Reserve will be budgeted each year.  The target amount for this reserve shall be reset each year to twenty percent of 
operating expenditures (excludes debt service and self-insurance fund payments and capital expenditures).  The Contingency reserves will 
be used to provide for temporary financing of extraordinary needs of an emergency nature and will be drawn down as the funding source of 
last resort. This reserve is intended to act as a short-term solution to fiscal needs.  The Contingency Reserve may be used to buy time to find 
long-term solutions to structural fiscal deficiencies.  Examples of events that could trigger the use of reserves include unexpected liability 
created by Federal or State legislative action (e.g., takeaways), spikes in utility costs, and catastrophic events such as earthquakes or fires 
which would delay the payment of revenues. 

 
B. A Budget Stabilization Reserve will be budgeted each year.  The target amount for this reserve shall be reset each year to two percent of 

operating revenues.  The Budget Stabilization Reserve is intended to guard against recessionary impacts to revenues and protect service 
levels during difficult fiscal times and should be used to temporarily restore the budget when revenues come in lower than anticipated. 

 
C. Any fund balance that is not allocated to the Contingency Reserve or Budget Stabilization Reserve will be deposited into the Undesignated 

Fund Balance or Future Projects Reserves.  This reserve is used to fund off-cycle appropriations such as project cost overruns or 
projects/programs identified outside of the budget process.  This reserve will be maintained at sufficient levels to provide working capital and 
to accommodate required adjustments to project budgets and off-cycle program/service needs. 

 
SECTION IV:  Appropriation/Expenditure of Reserve Funds 
 

A.  Funds shall be appropriated from the reserves only after the Finance Director and the City Manager have prepared an analysis and presented 
it to the City Council.  The analysis shall provide sufficient evidence to establish that the remaining reserves are adequate to offset potential 
downturns in revenue sources and provide a sufficient cash balance for daily financial needs.  The analysis shall address the nature of the 
proposed expenditure and the revenue requirement in subsequent budget years, if any.   

 
B.  A four fifths (4/5) vote of the whole City Council is required for any appropriation and expenditure of funds from the reserves as noted above. 

 
SECTION V:  Replenishment of Reserves 
 
Any budget surplus at the end of the year should be allocated first to restore reserves to their target level.  All budgetary savings will be applied to the 
reserves until they are fully replenished. 
 
SECTION VI:  Other 
 

A. In accordance with generally accepted accounting principles and practices, all designations of unreserved General Fund fund balance will 
appear in the Notes to Financial Statements of the Comprehensive Annual Financial Report. 

 
B. Establishment of the aforementioned policies does not preclude the Council from exceeding the reserve target amounts or setting aside 

additional funds for a specific project, program or capital item.  
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