
 
 

BUDGET GUIDE 
 

The Budget Process  
 
The annual budget preparation process begins in November when staff prepares five-year forecasts 
of the General and other funds’ revenues and expenditures and present this information to the City 
Council.  In January, the City Council holds a public hearing to receive input on budget priorities for 
the following fiscal year.  From February through May, City staff prepares the Proposed Budget, and 
provides it to the City Council and the public during May.  In late May, the City Council holds study 
sessions with staff on the Proposed Budget. The budget includes proposed expenditures and 
expenses, the means of financing them, Departmental objectives and performance measures. 
 
Before the end of June, the Council holds a public hearing and adopts the Budget for the 
forthcoming fiscal year that begins on July 1.  Any revisions to the budget, affecting the total 
expenditure of a department or fund after it has been adopted, must be approved by a supermajority 
of the City Council. 
 
In accordance with the City Charter, formal budgetary adoption is employed as a management 
control device during the year for the general and special revenue fund budgets.  In addition, yearly 
operating budgets are adopted for the City’s proprietary, capital projects and internal service funds 
to facilitate management evaluation. 
 
Budget Documents 
 
The budget for the City of Santa Monica is divided into three documents.  These are the Executive 
Budget, the Line Item Detail, and a Three-Year Capital Improvements Program Budget.  The 
Executive Budget document includes an overview of revenues and appropriations, program and 
organizational unit narrative descriptions, work objectives and implementation strategies, statistical 
performance measures for each department, and capital improvement projects for the budget year.  
The Line Item Detail is an accounting reference document, which includes every line item 
expenditure and revenue account and provides an explanation of its purpose and how budgeted 
values vary from prior year amounts.  The Three-Year Capital Improvements Program Budget 
presents approved capital improvements for the budget year and planned capital improvements for 
the next two fiscal years. 
 
A.  Executive Budget 
 
The Executive Budget document is organized as follows: 
 
City Manager's Message.  Provides an overview of the budget in comparison to the prior year and 
highlights significant work efforts and policy changes requiring approval by the City Council. 
 
Community Priorities.  For the Proposed Budget, no specific work objectives are established within 
the Community Priorities section.  During the May budget study sessions Council will consider the 
effects of the recommended budget cuts on Community Priorities objectives.  At that time, staff will 
explore with council realistic program and service goals for FY2003-04 in support of each of the 
priorities. 
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General Information.  This section consists of a Management Chart, Fund Balance Projections, a 
Summary of Personnel Changes, and a City Gann Limit Calculation.  The Summary of Personnel 
Changes compares budgeted personnel authorizations for two prior years, the current year and the 
next budget year for all departments and funds. 
Revenue Summary - Provides a Summary Comparison of revenues by category and fund for the 
two prior years, the current year’s budget, the current year’s estimated actual and the next two 
budget years.  Following the Summary Comparison, a Revenue Analysis is provided to explain 
major changes between current year estimated actual revenues and the following two years’ 
budgeted revenues. 
 
Expenditure Summary - Provides a Summary Comparison by department and fund for the two prior 
years, the current year’s budget, the current year’s estimated actual and the next two budget years. 
This section also highlights changes between the current year’s revised budget figures and next 
year’s budget amounts. 
 
Departmental Budget Sections 
 
This section represents the major portion of the document and is organized as follows: 
 
1. Operating Departments 
 

a. Department Mission Statement and Organization Chart.  Defines the overall mission and 
organizational structure of the department. 

 
b. Department Objectives, Implementation Strategies and Related Performance Measures.  

Presents the department’s strategic work objectives, a brief explanation of the importance of 
each objective, and (where applicable) an associated performance measure. 

 
c. Financial Trends and Significant Program Changes.  Displays, in bar graph form, the 

department’s expenditure trends for a six-year period: two prior years, current fiscal year and 
two future budget years.  The information also includes a brief explanatory narrative. 

 
d. Department Budget Summary.  Presents total department appropriations by division, and by 

major account group within a fund.  A summary of personnel full-time equivalent positions is 
also presented.  A source of funds statement identifies the appropriations from enterprise or 
special revenue funds and also identifies program revenues/reimbursements, which support 
the department’s budgeted General Fund expenditures. 

 
e. Division Program Highlights.  Includes a division description, position detail and statistical 

performance measures. 
 
2. Non-Departmental 
 
  This section contains expenditures that are not otherwise assigned to City departments.  These 

include retirement, non-assignable costs, self-insurance expenses, and various Interfund 
transfers and reimbursements. 
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3. Capital Improvements Program (CIP) 
 

This section presents the City's annual capital expenditure budget.  The capital budget includes 
improvement projects, which cost more than $50,000 and have a minimum 3-year useful life, or 
involve public works construction. 

 
 
B.  Line Item Detail Document 
 
This document provides detailed explanations of budgeted revenues and expenditures at the line 
item account level.   
 
C.  Three Year Capital Improvements Program Document 
 
This document provides, by major category and fund, budgeted capital improvement appropriations 
for current year and planned capital improvement budget amounts for following two years. 
 
Technical Comments 
 
Fund balances for the end of the current fiscal year have been estimated based on updates of 
anticipated revenues and expenditures.  These updates were used initially to present the City 
Council with a mid-year status report on the budget.  Following the mid-year budget review, 
estimates of actual FY 2002-03 revenues and expenditures were updated to reflect subsequent 
major changes, as necessary. 
 
Enterprise and special revenue fund programs, which are financed by service user fees or grant 
funding, have been assessed to reflect the true costs of doing business through the City’s indirect 
cost allocation plan.  This plan provides a reimbursement to the General Fund for central services 
costs (such as data processing, payroll, facilities maintenance, administrative time, etc.), which are 
directly applicable to enterprise and special revenue fund operations.  The FY2003-04 
reimbursements are based on an allocation plan developed during FY 2002-03, reflecting actual 
support service costs for FY 2001-02. 
 
The capital improvements planning process involves review of requests for funding and an 
assessment of improvement projects’ financial and policy implications by the City's Capital 
Improvements Committee.  Through this process, project priorities are established. 
 
Basis of Accounting 
 
The financial operations of the City are organized into funds for which budgets are prepared.  These 
funds are grouped into three major categories: The General Fund is the largest fund which 
constitutes about one-half of all City revenue and provides basic City services such as Police, Fire, 
and Library.  Most of the General Fund is financed from tax revenues.  Remaining revenues 
primarily come from other governmental agencies, various fines and cost offsetting fees and 
charges.  Enterprise and Internal Service Funds operate much like private businesses where the 
services provided are financed primarily from fees.  Examples are the Water Fund, Solid Waste 
Management Fund, and the City self-insurance funds.  Special Revenue Funds keep track of 
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specialized revenues and expenditures that can legally only be made for specific uses.  Examples 
are the Community Development Block Grant Fund and Beach Fund. 
 
This budget is prepared on a non-Generally Accepted Accounting Principles (GAAP) budgetary 
basis which considers encumbrances outstanding at year-end as an expenditure of that year, 
whereas encumbrances are not considered as expenditures under GAAP.  Encumbrances 
outstanding at the beginning of a fiscal year, which were recognized as budgetary expenditures in 
the prior year, are recognized as GAAP-basis expenditures but not as budgetary expenditures 
unless re-appropriated.  It is the City’s policy to only re-appropriate capital encumbrances, 
unencumbered balances of specific capital appropriations, and the remaining unspent appropriation 
encumbrances of the Disaster Relief Fund.  In addition, capital leases are budgeted on a cash basis, 
whereas GAAP requires the full amount of the leased asset purchased be shown as an expenditure 
of the current year. 
 
Uncommitted budget appropriations that are outstanding lapse at year-end. Committed budget 
authority is reserved in the fund balance at year end for governmental fund types. 
 
Legal Level of Budget Control 
 
The legal level of budget control is as follows: 
 

• Operating expenditure budget – at major object level (Salaries and Wages, Supplies and 
Expenses, and Capital Outlay) within department, by fund. 

 
• Revenue budget – at individual account level. 

 
• Capital Improvement Program budget – at program category level (General Government, 

Community and Economic Development; Public Safety; Recreation and Cultural; Big Blue Bus; 
Wastewater and Water; Streets, Traffic Control, and Parking). 

 
To change the budget at the legal level of control requires Council approval. To adopt the budget 
requires a majority Council vote (4 of 7 Council members). To change the budget after it is adopted 
requires a supermajority Council vote (5 of 7 Council members). 
 
The City Manager is authorized by the City Council to allocate the budget to more detailed levels of 
control for administrative purposes.  
 
Primary Financial Policies  
 
The following are the primary financial policies that guide preparation of the City’s annual budget: 
 

• The City’s budget will be balanced; estimated revenues and other financing sources will be 
sufficient to finance recommended spending.  

 
• Five-year forecasts of revenues and expenditures will be prepared. Budget recommendations will 

take into consideration their long-term budget impact. 
 

• Public facilities and infrastructure will be appropriately maintained. 
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Primary Financial Policies (continued)  
 

• One-time revenues will only be used to finance one-time expenditures.  
 

• “Pay-as-you-go” is the preferred method in financing capital projects. 
 

• Debt financing will only be used for major capital projects. 
 

• Self-insurance programs will be maintained on an actuarially sound basis. 
 

• Telecommunications, computer equipment, and vehicles will be appropriately maintained and 
replaced. 

 
• A General Fund unreserved/undesignated fund balance of 10% to 12% of expenditures financed 

from ongoing revenues will be maintained for emergencies or unanticipated financial reversals. 
 
 

Portia_Su
vi-5 



 

BUDGET CALENDAR FOR FY2003-04 
 

 
Date 
 

Responsibility Description/Activity 

12/12/02 Finance Department Submits 5-year Revenue and Expenditure 
Projections to the City Manager. 
 

1/14/03 City Council Holds public hearing on Budget and Community 
Development (CD) Program priorities. 
 

2/11-4/3/03 Finance Department Reviews Departments’ proposed revenue and 
expenditure budget and prepares Budget 
Discussion Meeting Packages. 
 

2/13/03 All Departments Submit FY 2003-2004/2005-06 Capital 
Improvement Program (CIP) requests for 
evaluation. 
 

3/3-4/3/03 City Mgr/Finance 
Department/Departments 

City Manager conducts budget discussion meetings 
with departments regarding FY 2003-04 Operating 
Budget requests. 
 

3/6/03 CIP Working Group Reviews CIP proposals and determines project 
eligibility 
 

3/7-3/31/03 City Manager Determines final CIP Budget. 
 

4/11-4/21/03 City Manager Determines Operating Budget amounts to be 
included in the Proposed FY 2003-04 Budget. 
 

4/21- 5/12/03 Finance Department Prepares FY 2003-04 Proposed Budget. 
 

5/15/03 Finance Department 
/Human Services 
Division, Community & 
Cultural Services 
Department 
 

Releases FY 2003-04 Proposed Budget and CD 
Program to City Council/Public. 
 

5/27-5/29/03 
 

All Departments Council Budget Study Sessions. 
 

6/10/03 City Mgr/Finance 
Department/Departments 

Releases Information Report with responses to 
questions asked by the City Council during budget 
study sessions.   
 

6/17/03 City Council Public Hearing - Budget Adoption/CD Program 
approval. 
 

6/18-7/24/03 Finance Department Prepares Adopted Budget documents incorporating 
all final changes approved by City Council.  
 

8/5/03 Finance Department Distributes Adopted Budget documents. 
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ABOUT THE CITY OF SANTA MONICA 
 
 
History 
The City of Santa Monica was founded in 1875 on the site of the land grant of Don Francisco 
Sepulveda and is situated on the west side of Los Angeles County, about 16 miles from 
downtown Los Angeles, at the crossroads of Pacific Coast Highway and Interstate Highway 10.  
It is bordered by the City of Los Angeles on three sides and the Pacific Ocean on the west. 
 
Climate 
Santa Monica’s coastal Mediterranean climate provides an ideal atmosphere for taking 
advantage of the best of California living.  Centered on three miles of wide, white beach, the 
City enjoys a generally mild climate with average temperatures about 68 degrees Fahrenheit.  
Air quality is consistently good in the coastal district that surrounds Santa Monica. 
 
General 
Santa Monica, California is 8.3 square miles of businesses, homes, recreational and art venues, 
high profile corporate headquarters, a large hi-tech and entertainment sector, small 
entrepreneurial start-ups, beaches, and retail businesses.  It is a stimulating atmosphere for 
living and a dynamic place for business. 
 
Santa Monica offers convenient access to major freeways, bus lines and airports.  It is served 
by two freeways, the Santa Monica (Interstate 10) and San Diego (State 405); and by four major 
east-west thoroughfares - - Santa Monica, Wilshire, Olympic and Pico Boulevards.  It is located 
approximately six miles from Los Angeles International Airport. 
 
Population 
As of 2000, Santa Monica’s population was 84,084 or about 10,131 persons per square mile. 
 
Although it is home to a significant number of older people, Santa Monica is a youthful city.  Its 
age distribution shows a significant concentration in the 22-44 age group, which comprises 46 
percent of the population.  The average age is just over 40.  This is also an educated 
population: almost 84 percent have twelve years or more of schooling; over 53 percent are 
college graduates. 
 
The median household effective buying power in Santa Monica in 2000 was $42,301.  Of Santa 
Monica’s employed population, 47% are employed as executives, managers, or professionals. 
 
Government and Administration 
The City of Santa Monica was incorporated November 30, 1886 and subsequently adopted a 
City Charter in 1945.  In 1947, a Council-Manager form of government was established 
following a vote of the City’s residents and approval by the California legislature. 
 
The City Council consists of seven members elected by the community at large.  Council terms 
are for four years.  Elections are held every two years at which time either three or four Council 
members are elected.  The Council selects from its members the Mayor, and appoints a City 
Manager to administer the affairs of the City, as well as a City Attorney and a City Clerk. 
 
Community/Municipal Services 
Santa Monica operates most of its own municipal services directly, including police, fire, cable 
television, street maintenance, refuse collection, recycling, water, and sewer utilities.  It 
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manages the general aviation operations at Santa Monica Airport, which houses business 
charters and services.  The City also operates a bus line, The Big Blue Bus, which in FY 1999-
00 carried over 22 million revenue passengers on its buses and shuttles. 
 
Public schools in Santa Monica are well regarded and the City is home to Santa Monica 
College, with 28,000 students.  The college consistently leads the State’s 107 community 
colleges in placements of transfer students at the University of California.  It’s Academy of 
Entertainment & Technology provides training in key technical entertainment industry fields. 
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CITY OF SANTA MONICA, CALIFORNIA

Summary of Long-term Indebtedness

Final
Date of Maturity Interest Balance
Issue Date Rates June 30, 2003

Governmental activities:

Revenue bonds:

Downtown Redevelopment 2002 May 1, 2002 5,640,000$    July 1, 2008 2.00-3.60% 5,640,000$      
Parking Authority 2002 May 1, 2002 10,480,000   July 1, 2016 3.50-4.50% 10,480,000     
Public Finance Authority 1999 Sept 15, 1999 13,200,000   July 1, 2021 4.25-5.50% 12,805,000     
Public Finance Authority 2002 Jan 1, 2002 17,310,000   July 1, 2021 2.00-4.75% 17,310,000     

Revenue bonds - 46,235,000     
governmental activities

Tax allocation bonds:

Ocean Park Redevelopment 2002 May 1, 2002 19,315,000   July 1, 2018 3.75-5.00% 19,315,000     
Earthquake Recovery Project 1999 Dec 1, 1999 65,285,000   July 1, 2029 4.50-7.50% 62,525,000     

Tax allocation bonds - 81,840,000     
governmental activities

General obligation bonds:

Main Library Improvements 1998 June 25, 1998 3,060,000      July 1, 2010 4.00-4.30% 2,910,000       
Main Library Improvements 1990 April 10, 1990 4,500,000      July 1, 2004 6.00-6.75% 260,000          
Main Library Improvements 2002 Aug 27, 2002 25,000,000   July 1, 2022 2.00-4.60% 25,000,000     

General obligation bonds - 28,170,000     
governmental activities

Subtotal Governmental activities 156,245,000  

Business-type activities:

Hyperion Project Revenue 1993 Dec 22, 1993 38,620,000   Jan 1, 2022 4.25-12.00% 33,340,000     

Certificates of participation 1995 Aug 15, 1995 3,740,000      July 1, 2007 8.875-9.10% 1,920,000       

Loans:
State Department of various 1,255,444      July 1, 2010 6.50-7.40% 227,742          

Transportation loans

State Water Resources Control Board Loan
Jan 29, 1999 5,000,000$    July 1, 2019 2.60% 4,397,337       

Subtotal loans payable 4,625,079       

Subtotal Business-type activities 39,885,079     

Total 196,130,079$ 

A summary of long-term bonds outstanding at year end is as follows:

 Original Issue 
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CITY OF SANTA MONICA, CALIFORNIA

Summary of Long-term Indebtedness

Management believes it is in compliance with all debt covenants.

Revenue bonds

Tax allocation bonds

General obligation bonds

On August 27, 2002, the City issued $25,000,000 of Library Improvement Project bonds bearing interest at
4.06% to finance the acquisition, construction and installation of certain capital improvements to the City's
main library and related improvements, facilities and equipment. 

On May 1, 2002, the City issued $19,315,000 of Ocean Park refunding and new money bonds bearing
interest at 5.03% to defease the outstanding 1992 Ocean Park Project Bonds totaling $9,290,000 and to
provide funds for new moderate/low income projects. This resulted in cashflow savings of $1,392,130 and
an economic gain (difference between the present value of the new debt service payments and the old debt
service payments) of $1,090,046. As of June 30, 2002, $9,290,000 of defeased 1992 bonds are
outstanding and are not included in the accompanying basic financial statements.

On May 1, 2002, the City issued $5,640,000 of Downtown Project refunding bonds bearing interest at 4.6%
to defease the outstanding 1992 Downtown Project Bonds $6,395,000. This resulted in cashflow savings of
$576,502 and an economic gain (difference between the present value of the new debt service payments
and the old debt service payments) of $236,855. As of June 30, 2002, $6,395,000 of defeased 1992 bonds
are outstanding and are not included in the accompanying basic financial statements.

The City issues Revenue bonds where the City pledges income derived from the acquired or constructed
assets to pay debt service. During the fiscal year ended June 30, 2002, the City issued $17,310,000 of
revenue bonds to finance the acquisition, construction and installation of certain capital improvements
constituting a public safety facility and related improvements, facilities and equipment. 

On May 1, 2002 the City issued $10,480,000 of Parking Authority refunding bonds bearing interest at 4.6%
to defease the outstanding 1992 Parking Authority Bonds totaling $10,915,000. This resulted in a cash flow
savings of $2,458,815 and an economic gain (difference between the present value of the new debt service
payments and the old debt service payments) of $555,874. As of June 30, 2002, $10,915,000 of defeased
1992 bonds are outstanding and not included in the accompanying basic financial statements.

vi-10



 GLOSSARY OF BUDGET TERMS 
 

 

APPROPRIATION 
 
Legal authorization, as required by the City Charter, granted to the City 
Manager by the City Council to expend monies, and/or to incur legal 
obligations for specific departmental purposes.  An appropriation is 
usually limited in amount, as well as to the time when it may be 
expended. 

 
ASSESSED 
VALUATION 

 
A dollar value placed upon real estate or other property by Los 
Angeles County as a basis for levying property taxes. 

 
BEGINNING FUND 
BALANCE 

 
Fund balance available in a fund from the end of the prior year for use 
in the following year. 

 
BOND 

 
A city may raise capital by issuing a written promise to pay a specified 
sum of money, called the face value or principal amount, at a specified 
date or dates in the future, together with periodic interest at a special 
rate. 

 
BUDGET 

 
A plan of financial and program operation listing an estimate of 
proposed appropriations or expenses and the proposed means of 
financing them, for a particular time period.  The budget is proposed or 
preliminary until it has been adopted by the City Council.  Santa 
Monica's budget encompasses one fiscal year. 

 
BUDGET MESSAGE 

 
A general discussion of the proposed budget as presented in writing 
by the City Manager to the City Council.  The message contains an 
explanation of the principal budget items and summarizes the 
proposed budget relative to the current year adopted budget. 

 
CAPITAL BUDGET 

 
A financial plan of proposed capital improvement projects and the 
means of financing them for a given period of time. 

 
CAPITAL OUTLAY 

 
A budget category which budgets all equipment having a unit cost of 
more than $1,000 and an estimated useful life of more than one year. 
Capital Outlay items are budgeted in the operating budget. 

CAPITAL PROJECTS 
 
Improvements which cost over $50,000, and have a useful life of 3 
years or more, or involve public works construction.  Completed 
projects may be owned by the City, or the City may maintain a legal 
interest in the completed project.  Examples of projects owned by the 
City include a new park, street resurfacing, modifications to buildings, 
and construction of water mains.  An example of a project in which the 
City maintains a legal interest is a privately owned housing project with 
an outstanding promissory note to the City. 
 

Portia_Su
vi-11



 GLOSSARY OF BUDGET TERMS 
 

 

 
CERTIFICATES OF 
PARTICIPATION (COP'S) 

 
This financing technique provides long-term financing through a 
lease, installment sale agreement or loan agreement.  Certificates of 
Participation (COP's) allow the public to purchase (in $5,000 
increments) participation in a stream of lease payments, installment 
payments or loan payments relating to the acquisition or construction 
of specific equipment, land or facilities.  An example would be COP's 
sold by the City to finance various Third Street Promenade-related 
improvements. 

 
CITY CHARTER 

 
Legal authority approved in 1946 by the voters of Santa Monica under 
the State of California Constitution establishing the current "Council -
Manager" form of government organization. 

 
DEPARTMENT 

 
An organizational unit comprised of divisions or programs.  It is 
possible for a department to be comprised of only one division. 

 
DIVISION 

 
An organizational unit consisting of program(s) or activity(ies) within a 
department which furthers the objectives of the City Council by 
providing services or a product. 

 
ENCUMBRANCES 

 
Financial commitments related to unperformed contracts for goods or 
services for which part of an appropriation is reserved.  They cease to 
be encumbrances when the obligations are paid or otherwise 
terminated. 

 
ENTERPRISE FUND 

 
A type of fund established to account for the total costs of those 
governmental facilities and services which are operated in a manner 
similar to private enterprises.  These funds are entirely or 
predominately self-supporting. 

 
FISCAL YEAR 

 
A twelve-month period of time to which the budget applies.  For Santa 
Monica, it is July 1 through June 30. 

 
FUND 

 
An independent fiscal and accounting entity used to record all 
financial transactions related to the specific purpose for which the 
fund was created.  There are four major types of fund:  General, 
Special Revenue, Enterprise, and Trust and Agency. 

 
FUND BALANCE 

 
The amount of financial resources immediately available for use. 
Generally, this represents the excess of current assets over current 
liabilities. 
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GANN APPROPRIATIONS 
LIMIT 

 
Article XIIIB of the State constitution was amended by Proposition 4 
(Gann initiative) in 1979.  Article XIIIB limits growth in the spending of 
tax proceeds to tax proceeds appropriated in the "base year" of 1978-
79 times the product of the allowable annual percentage change in a 
cost-of-living factor and the allowable annual percentage change in a 
population change factor.  The cost-of-living factor is the larger of the 
annual percentage change in the State per capita personal income or 
the annual percentage change in the local non-residential assessed 
valuation due to new construction.  The population change factor is 
the larger of the annual percentage change of the jurisdiction's 
population or the annual percentage population change of the county 
in which the jurisdiction is located.   

 
GENERAL FUND 

 
The primary fund of the City used to account for all revenues and 
expenditures of the City not legally restricted as to use.  Examples of 
departments financed by the General Fund include City Council, 
Police and Fire Departments. 

 
GRANT 

 
Contributions or gifts of cash or other assets from another 
governmental entity to be used or expended for a specific purpose, 
activity or facility. An example is the Community Development Block 
Grant given by the Federal government. 

 
INDIRECT COST 
ALLOCATION PLAN 

 
The City uses an indirect cost allocation plan to ensure that 
enterprises and certain special revenue supported operations pay for 
themselves and are not subsidized by City taxpayers.  General fund 
supported central services costs such as payroll, accounting, data 
processing, personnel, city management and facilities maintenance 
are allocated to those funds benefiting from these services based on 
statistical data reflecting use of these support services. 

 
INTERFUND 
TRANSACTIONS 

 
These budgetary transactions consist of quasi-external transactions 
which would be treated as revenues and expenditures if they involved 
organizations external to the governmental unit, reimbursements of 
expenditures initially made in one fund which are attributable to 
another fund, and operating transfers where monies are appropriated 
from one fund to another fund to reimburse expenses which are of 
benefit to the first fund. 

 
MUNICIPAL CODE 

 
A compiIation of City Council approved ordinances currently in effect. 
The Code defines City policy in various categories, for example, Civil 
Service rules, traffic regulations, sanitation and health standards, 
building regulations, and planning and zoning regulations. 

Portia_Su
vi-13 



 GLOSSARY OF BUDGET TERMS 
 

 

OPERATING BUDGET A financial, programmatic and organizational plan for furthering the 
goals of the City Council through the departments of the City, which 
does not include one-time capital improvements projects. 

 
ORDINANCE 

 
A formal legislative enactment by the City Council.  It has the full force 
and effect of law within the City boundaries unless it is in conflict with 
any higher form of law such as a State statute or constitutional 
provision.  An ordinance has higher legal standing than a resolution.

 
PROGRAM 

 
An activity or division within a department which furthers the 
objectives of the City Council by providing services or a product. 

 
RE-APPROPRIATION 

 
The amount of money that is budgeted for a project in a prior year but 
is not spent or encumbered and needs to be appropriated again in the 
current year in order to continue the program originally intended. 

 
REIMBURSEMENTS 

 
Payments of amounts remitted on behalf of another party, department 
or fund.  They are recorded as expenditures or expenses in the 
reimbursing fund and as reductions of the expenditure or expense in 
the fund that is reimbursed (see Interfund Transactions). 

 
RESERVE 

 
An account used to earmark a portion of the fund balance as legally 
segregated for a specific use. 

 
RESOLUTION 

 
A special order of the City Council which requires less legal formality 
than an ordinance in terms of public notice and the number of public 
readings prior to approval.  A resolution has lower legal standing than 
an ordinance.  The adopted City budget is approved by resolution and 
requires a majority vote of the Council members present at budget 
adoption time.  During the fiscal year other budget modifications 
made by the City Council require a majority plus one vote. 

 
SALARIES AND 
WAGES 

 
A budget category which generally accounts for full-time and 
temporary employees and overtime expenses for a particular division 
or program.  Special Revenue and Enterprise Funds also include all 
employee fringe benefits in this category such as Health and Dental 
Insurance, and Retirement. 

 
OBJECTIVE 

 
Statement describing a significant result or service level change to be 
accomplished during the next fiscal year. 
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SPECIAL REVENUE 
FUNDS 

 
A Special Revenue Fund is separately administered because 
restrictions have been placed on how revenues may be spent by the 
City Council, the State of California or the Federal government. Two 
examples are the State of California Gas Tax Fund and Federal 
government Community Development Block Grant funds. 

 
SUPPLIES AND 
EXPENSES 

 
A budget category which accounts for all non-personnel and non-
capital outlay expenses.  Examples include office supplies, utility 
costs, legal advertising, equipment maintenance, small tool 
purchases, building/structure maintenance and contractual services.

 
TRUST AND AGENCY 
FUNDS 

 
Types of fiduciary funds which account for assets held by the City in a 
trustee capacity. The budget does not appropriate fiduciary funds. 
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