










































 

 

 

 

 

 

May 15, 2020 

 

Don Reynolds 

City Manager 

City of San Juan Bautista 

311 Second Street / PO Box 1420 

San Juan Bautista, CA 95045 

citymanager@san-juan-bautista.ca.us 

RE: OBSERVATIONAL ORGANIZATION AND FINANCIAL REVIEW FOR THE CITY OF SAN JUAN 

BAUTISTA  

Dear Mr. Reynolds: 

Thank you for the opportunity to be of service to the City of San Juan Bautista (City). Based on 

interviews with staff and elected official, as well as study of City data and materials, our Project 

Team members have developed a management letter for you in keeping with the project proposal. 

Citygate recognizes this management letter comes to you at a time of significant upheaval due to 

the impacts of the COVID-19 pandemic. Although the financial and organizational analysis work 

for this study was completed prior to the onslaught of the pandemic and its impacts on local 

government revenues and workload, Citygate Associates, LLC (Citygate) can attest to the 

timeliness of this body of work for your community. The business principles and practices referred 

to in this letter can be of great assistance to the City. The basic financial planning principles and 

practices outlined and integrated into the financial planning models are foremost in guiding the 

community through the impacts of the pandemic. 

This management letter is organized as follows: 

Section 1: Financial Analysis 

Section 2: Organizational Assessment 

Together, these two sections contain 19 findings and 17 recommendations for your consideration 

and action. 

In addition, Citygate has produced financial models for the City’s use and has included several 

other appendices. These are: 
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◆ Various Financial Tables and Appendices 1–11 

◆ Appendix 12 – A five-year financial forecast instrument for the General Fund 

◆ Appendix 13 – A five-year financial forecast instrument for the Water Fund 

◆ Appendix 14 – A five-year financial forecast instrument for the Sewer Fund 

◆ Appendix 15 – A sample Capital Improvement Plan document 

These models, financial tables, and other appendices have been provided with this report for use 

by City staff. 

Section 1 of the management letter includes: 

◆ Analysis of the revenues and expenditures, focusing on the General Fund and the 

Water and Sewer Funds.  

◆ Review of the City’s Annual Audit. 

◆ Budget sustainability recommendations. 

◆ Guidance to establishing financial and budgetary policies and procedures. 

◆ In-depth review of the current issue before the City to strengthen its overall 

financial performance, including all funds. Together, with the four current issues in 

Section 2, five current issues were examined. 

Section 2 of the management letter includes: 

◆ Assessment of four current issues before the City and suggested priorities through 

a series of findings and recommendations. These four current issues are: 

➢ Building on Strategic Planning Priorities 

➢ Building on Staffing Expertise and Skills 

➢ Designing a Path for Infrastructure Renewal and Upkeep 

➢ Developing an Enhanced Role for Community Planning and Development 

Recommendations for workload management are included throughout both sections of the 

management letter narrative, as are suggested topics for further in-depth study. 

The discussion, findings, and recommendations of this report are based on Citygate’s review of 

conditions as of early March when on-site interviews were conducted per the project scope. 

Changes in conditions that have occurred since then should be noted in the City staff report that 

prefaces this report.
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SECTION 1—FINANCIAL ANALYSIS 

The City has approximately 10 full-time equivalent staff. As a result of this small operational staff 

level, employees are required to share responsibilities to conduct City operations. As Citygate 

determined through interviews, finance-related staff consists of the City Accountant (contractor), 

the Administrative Services Manager, and the Finance Administrative Services Clerk. Citygate 

found the staff associated with finance-related functions to be very knowledgeable regarding the 

financial operations of the City. Some areas of improvement identified by Citygate include the 

following: 

◆ Additional formalized operational documentation should be developed to help 

ensure procedural application consistency to reduce any confusion on the part of 

departmental staff. 

◆ Increased formal cross-training in all finance-related areas should be explored to 

ensure continuity of operations. For example, the City Accountant seems to be the 

only personnel with total familiarity regarding the QuickBooks system, which 

handles all the City’s financial information for reporting and monitoring. The City 

Accountant is very competent and does a good job for the City; however, a backup 

should be efficiently trained as a continuity measure. 

◆ Although not an immediate issue, the City should explore acquiring an integrated 

financial system to reduce manual processes and reduce the potential for input 

errors regrading financial information. The system should be cloud-based to allow 

staff from other departments inquiry access to financial information to aid decision 

making regarding their respective operations. 

1.1 FINANCIAL SYSTEM 

Citygate reviewed financial activity for the City using the City’s published budget and audit 

documents. The City uses QuickBooks as its financial system. Although QuickBooks has served 

the City’s needs to date, based on interviews with staff, it is the desire of the City to transition to 

a new budgeting system that is oriented more toward governmental entities. The City is beta-

testing the ClearGov software for this purpose. 

Payroll is handled through ADP, a payroll services system. Staff responsible for inputting into the 

ADP system to produce checks are separate from staff responsible for inputting payroll 

information into the financial system. The payroll process consists of entirely manual timesheet 

preparation through input into the financial system. 

The current method used by the City for financial transaction processing relies heavily on manual 

processes. Even though the City is small, manual processes tend to result in increased errors (input 
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errors, lost paperwork issues, internal control issues, etc.), which decrease overall staff 

productivity. 

1.2 FINANCIAL OPERATIONS 

For all funds, the City’s total revised budgeted revenues for fiscal year (FY) 2020 totaled 

approximately $7.6 million compared to FY 2020 budgeted expenditures of approximately $8.5 

million, resulting in an anticipated deficit of approximately $900,000. This deficit results from the 

recognition timing of revenues and expenditures in some of the funds. Timing recognition means 

that collection of revenues and the expenditure of those revenues are reflected in different fiscal 

years. This is not uncommon in municipal government finance, especially regarding grant and 

capital funds. 

For its analysis, Citygate categorized total Citywide financial operations into the following four 

categories: 

1. General Fund 

2. Water Operations and Capital Funds 

3. Sewer Operations and Capital Funds 

4. All Other Funds (Combined) 

Citygate’s focus for the purposes of this project were the General Fund, Water Operations and 

Capital Funds, and the Sewer Operations and Capital Funds. In previous years, the City’s financial 

audit included community development activities in the General Fund. Consequently, to provide 

accurate comparisons to prior years, Citygate included community development activities within 

the General Fund for this analysis. 

1.2.1 General Fund 

The City has a very healthy General Fund. FY 2020 General Fund revised revenues and 

expenditures are budgeted at approximately $2.4 million and $2.4 million, respectively, resulting, 

for all intents and purposes, in a balanced budget. In FY 2017 and FY 2018, the City’s General 

Fund experienced significant surpluses primarily related to the permits and charges for services 

associated with the construction of the Rancho Vista (85 lots) and Copperleaf (45 lots) housing 

projects. Combining these two fiscal years, the City experienced an approximately $1.1 million 

operating surplus. This was partially offset by an approximately $167,000 operating deficit in FY 

2019 due mainly to increased expenditures for capital outlay. Revenues increased approximately 

25 percent between FY 2017 and FY 2019, due primarily to the completion of the two previously 

mentioned major housing development projects. 
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Tax-related revenue constitutes approximately 56 percent of FY 2020 budgeted revenues. The 

major tax revenue sources, which make up 99 percent of tax-related revenues, are property tax, 

(34 percent); sales tax (41 percent); transient lodging tax (11 percent); and vehicle license fee swap 

tax (13 percent). Over the past three fiscal years, tax-related revenues have grown by an average 

of approximately seven percent. However, FY 2020 budgeted tax-related revenues are relatively 

flat when compared to FY 2019 actual collections, due primarily to an anticipated decrease in sales 

tax revenue of approximately 14 percent based on sales tax revenue trends at the time the budget 

was adopted.  

Although it is difficult to estimate the City’s economic impact from COVID-19 at this point, it is 

certain that it will adversely impact revenue sources such as sales tax and transient lodging tax. 

Fortunately, as discussed previously, the City has strong General Fund reserves that can be utilized 

to address short-term adverse economic impacts and provide the City with time to develop a 

comprehensive plan to quantify and address COVID-19 economic impacts. However, the situation 

must be carefully monitored and analyzed over the coming months to determine any potential long-

term economic effects. Absent a well-developed plan regarding how, when, and where to use 

reserves, and how and when the used reserves will be replenished, the City could find itself with 

reserve depletion levels that could negatively impact the City’s ability to address other economic 

downturns or needs. Utilization of the financial forecast model provided with this report will help 

in this regard. 

Personnel-related (26 percent) and contractual service-related (52 percent) expenditures constitute 

approximately 78 percent of FY 2020 revised budgeted expenditures. Personnel costs spiked by 

approximately $279,000, or 68 percent, between FY 2018 and FY 2019. This spike was caused by 

the turnover relating to the City Manager position. Contractual service-related expenditures had a 

spike of approximately $592,000 between FY 2017 and FY 2018 due to the need to increase 

services related to two major housing projects, Rancho Vista and Copperleaf. An additional spike 

of approximately $199,000 is anticipated between FY 2019 and FY 2020 due to additional 

expertise needed for various projects. 

Detailed information regarding General Fund revenues and expenditures are reflected in 

Appendices 1 and 2 of this report. 

Citygate found the current budget estimates reasonable given the City’s experience over the past 

three fiscal years and the items discussed in the FY 2020 budget document. However, as the 

impacts of COVID-19 are determined, budget estimates should be revised. 

The following table summarizes the General Fund financial activity for FY 2017 through FY 2020. 
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Table 1—Multiple Year Actual – General Fund ($) 

Component 
FY 2017 
Actual 

FY 2018 
Actual 

FY 2019 
Actual 

FY 2020 
Budget 

 

Revenues 1,774,821 2,369,044 2,213,109 2,407,899  

Expenditures 1,322,480 1,720,933 2,380,281 2,394,641  

Prior Period adj.          

Net Operating Income/(Loss) 452,341 648,111 (167,172) 13,258  

Beginning Total Fund Balance 3,597,047 4,049,388 4,697,499 4,530,327  

Ending Total Fund Balance 4,049,388 4,697,499 4,530,327 4,543,585  

Beginning Unassigned Fund 
Balance 

1,694,106 2,198,843 3,051,788 2,674,751  

Ending Unassigned Fund 
Balance 

2,198,843 3,051,788 2,674,751 2,688,009 Est 

Cash Balance (unrestricted) 2,113,715 3,207,006 2,967,569 2,980,827 Est 

One area that Citygate would recommend be changed relating to the General Fund is utilizing a 

more complete designation of the fund’s unassigned fund balance. Per the FY 2019 audit, the City 

had approximately $2.7 million in unassigned fund balance in the General Fund. This is a healthy 

balance, representing approximately 112 percent of FY 2019 General Fund expenditures. The 

Government Finance Officer Association (GFOA), a nationally recognized organization relating 

to municipal finance operations, recommends a minimum of 17 percent (two months’ operations).1 

The City has a very well-written reserve policy that establishes the unassigned fund balance at a 

minimum level of 20 percent. However, the City’s reserve policy also lays out a policy for 

unassigned fund balance in excess of a 20 percent minimum, which is also typical in other 

governmental jurisdictions. Per the City’s policy, the components of distribution of excess 

unassigned fund balance include: 

◆ Offsetting projected future deficits 

◆ Addressing anticipated intergovernmental fiscal impacts 

◆ Addressing one-time funding, non-recurring needs 

◆ Addressing capital improvement projects 

◆ Paydown of long-term debt 

 

1 GFOA fund balance guidelines: https://www.gfoa.org/fund-balance-guidelines-general-fund. 

https://www.gfoa.org/fund-balance-guidelines-general-fund
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◆ Other 

Citygate was told by staff that the City intends to complete a Master Plan and various specific 

plans, which will further identify the City’s future capital needs. Based on the interviews 

conducted by Citygate, this process will likely result in major capital costs that should be reflected 

at some amount in reservations of unassigned fund balance. The General Fund is typically the 

support fund for all operations of the City, even though there may not be a legal support 

requirement. This has been the case in the City before, as evidenced by the approximately $1.9 

million advance made from the General Fund to the Water and Sewer Funds in FY 2017.2 The 

advance agreement calls for repayment of principle at 1.5 percent annual interest over a 29-year 

period. Per City staff, the purpose of this advance was to address project cost overruns for water 

and sewer improvements. 

Additionally, a plan identifying potential impacts relating to the current COVID-19 crisis should 

be developed to identify where reserves may be necessary to postpone immediate reductions in 

service levels. Consequently, as recommended by the GFOA, fund balance reserves should be 

specified, where possible, to address the risks of the previously mentioned areas. Citygate 

recommends that some portion of the unassigned fund balance in excess of the minimum required 

by the City’s fund balance reserve policy be designed as committed for some or all the items listed. 

1.2.2 Water Funds 

The FY 2020 Water Operations and Capital Improvement Projects Funds revised budgeted 

revenues of approximately $1.1 million and revised budgeted expenditures of approximately $1.3 

million result in an anticipated operating deficit of approximately $200,000. This deficit is caused 

by the timing difference between fees that were collected in prior years anticipated to be spent in 

FY 2020. 

Approximately 98 percent of Water Operations Fund revenues consist of revenues related to utility 

rates, which are comprised of connection fees (10 percent), commercial utility fees (13 percent), 

residential utility fees (76 percent), and water meter maintenance fees (1 percent). Over the last 

three fiscal years, the City has experienced spikes in operating and capital revenues due to two 

large housing projects. The City has not had and currently does not have independent structured 

fiscal analysis of projects, which has resulted in underestimated operating revenues in the Water 

Funds. Based on the prior three fiscal years, operations revenues estimates have been understated 

by approximately $195,000 per year when compared to actual collections. For the most part, this 

is due to one-time connection fee revenues related to development projects that were not included 

in original budget estimates. It is a budgeting best practice to strive to minimize budget-to-actual 

variances to those things that are unforeseen to ensure that the initial budget plan is as accurate as 

 

2 City of San Juan Bautista FY 2019 audited financial report, page 27. 
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possible. Significant fiscal impacts that were unforeseen at the time the budget was produced and 

adopted should be addressed in formal budget amendments as soon as possible to ensure budget 

accuracy.  

The FY 2020 budget estimate for operating revenue of $979,000 is approximately 16 percent above 

prior actual collections due to development.  

FY 2020 budgeted expenditures in the Water Operations Fund total approximately $940,900. This 

represents an approximate 44 percent increase over prior year actuals. The increase is caused by a 

combination of factors: the anticipated increase in personnel costs of approximately 20 percent 

due to allocation of City Manager changes, the FY 2020 budget estimate for debt service that 

includes payment of principal that is capitalized in the prior year audit per generally accepted 

accounting principles, and the added payment of approximately $190,000 for contractual services 

needed related to projects where fees were collected in prior years. Expenditures for personnel (21 

percent), debt service (51 percent), and contractual (9 percent) comprise 81 percent of overall 

expenditures.  

If revised budget estimates are realized, FY 2020 will end with an operating deficit of 

approximately $181,000.  

Water-related capital activity is reflected in the Water Capital Improvements Projects Fund. Over 

the previous three fiscal years, the City has collected approximately $2 million in revenues and 

expended approximately $1.5 million related to its capital program. For FY 2020, the City 

anticipates receiving $100,000 in revenue and expending approximately $350,000. The shortfall 

of approximately $250,000 will be addressed by funds received in prior years.  

The City does not budget for depreciation during the budget process; however, the Government 

Accounting Standards Board (GASB) Statement 34 requires that depreciation expense be 

calculated and recorded as a use of resources in the audited financial statements. This requirement 

does not impact cash, but it does reduce the fund’s net position. Per generally accepted accounting 

principles, fund balance is called “net position” or “net assets” in proprietary funds such as Water 

Funds and Sewer Funds. Depreciation expense for FY 2019 was calculated at approximately 

$327,000.  

The City should have a structured and comprehensive multiple-year capital projects improvement 

plan to identify accurate capital improvement needs in the future and to determine potential 

funding mechanisms to meet the need. 

The net position in the Water Operations and Capital Funds total approximately $2.9 million per 

the FY 2019 audited financial statements. However, only approximately $1.8 million is supported 

by cash. Additionally, roughly $863,000 of the approximately $1.8 million cash balances is 

restricted because it is required to meet the debt service reserve requirements of the City’s bonded 

debt through the Statewide Community Infrastructure Program. Per the FY 2019 audit, after 
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accounting for year-end payables, approximately $687,000 is reflected as unrestricted net position. 

The City’s reserve policy calls for three separate reserves as follows: 

◆ Emergency Operating Reserve – equivalent to 90 days of operations 

◆ Emergency Capital Reserve – budgeted at $57,000 per year until $171,000 is 

attained 

◆ Rate Stabilization Fund Reserve – equivalent to five percent of the prior year’s 

water operating revenues, which would equate to approximately $67,000 for FY 

2020  

At a ratio of approximately 70 percent, or approximately 13 months of normal operations 

(excluding one-time expenditures and capital), the FY 2019 ending unrestricted net position 

(reserves) meets both the GFOA-recommended levels (90 days operations) and the City’s reserve 

policy as previously outlined. If FY 2020 budget estimates are achieved, the ending unrestricted 

net position (reserves) will also meet the City’s reserve policy requirements. 

However, Citygate believes that this level of unrestricted net position will not be enough to address 

large capital needs that may be identified from completion of the Master Plan and other capital 

needs analyses. The City should explore rate increases and other revenue options to better position 

itself to address future essential water capital needs. 

The following table reflects Water Operating and Capital Funds using the information retrieved 

for the audited financial statements. 

Table 2—Multiple-Year Water Funds ($) 

Component 
FY 2017 
Actual 

FY 2018 
Actual 

FY 2019 
Actual 

FY 2020 
Revised 
Budget 

 

Revenues 956,761 2,277,458 1,382,582 1,079,000  

Expenditures 982,610 920,025 977,971 1,260,287  

Prior Period adj.           

Net Operating Income/(Loss) (25,849) 1,357,433 404,611 (181,287)  

Beginning Total Net Position 1,119,840 1,093,991 2,451,424 2,856,035   

Ending Total Net Position 1,093,991 2,451,424 2,856,035 2,674,748   

Beginning Unrestricted Net 
Position 

499,608 424,829 662,012 686,973  

Ending Unrestricted Net 
Position 

424,829 662,012 686,973 505,686 Est 

Cash Balance (unrestricted) 756,725 1,227,891 895,507 714,220 Est 
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The large jump in revenues from FY 16/17 to FY 17/18 reflected in the previous table resulted 

from increased impact fees and operating revenues related to the construction of the Rancho Vista 

(85 lots) and Copperleaf (45 lots) housing projects. Increased impact fees represent approximately 

$1 million of the revenue increase. 

Details of the revenues and expenditures for the Water Funds are reflected in Appendices 3 and 4 

of this report. 

1.2.3 Sewer Funds  

Sewer Operations and Capital Funds revenues and expenditures for FY 2020 are budgeted at 

approximately $1.6 million and $2.3 million, respectively, resulting in an anticipated deficit of 

approximately $678,000. This deficit is due primarily to the budgeted capital improvements of 

approximately $638,000 and anticipated one-time funding of approximately $130,000 for rate and 

Master Plan studies, which will be funded through available net position (reserves).  

Approximately 98 percent of Sewer Operations Fund revenues consist of utility-related fees. These 

utility-related fees are comprised of commercial utility fees (18 percent) and residential utility fees 

(80 percent). As was the case in the Water Operations Fund, Sewer Operations also experienced a 

spike in revenues in FY 2018 due to the construction of the two major housing projects discussed 

previously.  

Over the last three fiscal years, the City has underestimated revenues in the Sewer Funds collected 

by approximately $244,000 per year. A partial explanation for the underestimation, as mentioned 

in the Water Operations Fund discussion, could be the two large housing developments currently 

being constructed. However, the FY 2020 estimate for operating revenue of $1,010,600 is in line 

with prior year actual collections.  

Sewer Operations Fund expenditures for FY 2020 are budgeted at approximately $1.6 million, 

which includes a one-time transfer to the Sewer Capital Improvement Projects Fund of $500,000. 

Adjusting for this amount to reflect normal operating expenditures would result in normal 

operating budgeted expenditures of approximately $1.1 million (excluding depreciation expense), 

which is in line with the prior year. Although increases and decreases are for the most part offset, 

it should be pointed out the personnel costs increased approximately $65,000, or 57 percent, 

between actual FY 2019 costs and estimated FY 2020 costs. This is due to allocations of the 

additional costs associated with the transition related to the City Manager position. Based on the 

current budget estimate operating results, excluding the transfer for capital reflects a deficit of 

approximately $100,000.  

Sewer capital activity is reflected in the Sewer Capital Improvement Projects Fund. Over the 

previous three fiscal years, the City has collected approximately $726,000 in revenues and 

expended approximately $531,000 related to the capital program. For FY 2020, the City anticipates 
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receiving $600,000 in revenue ($100,000 in connection fees and a one-time $500,000 transfer from 

the Sewer Operations Fund) and expending approximately $639,000. Reserve funds will be used 

to address any additional short fall.  

Depreciation is not annually budgeted by the City, but the expense is required by the GASB to be 

recorded as an expense in the City’s audited financial report. In FY 2019, depreciation expenses 

were recorded at approximately $309,000. Given that the FY 2020 budget anticipates a large 

capital asset purchase, the depreciation calculation made by City staff and the auditors will be 

recalculated based on the revised useful life of the new assets.  

Sewer capital should also be part of a comprehensive, multiple-year capital improvement plan 

(CIP), which is discussed later in this report.  

The net position in the Sewer Operations and Capital Funds total approximately $2.05 million per 

the FY 2019 audited financial statements. However, only approximately $1.6 million is supported 

by cash. Additionally, roughly $369,000 of the approximately $1.6 million cash balances is 

restricted because it is required to meet the debt service reserve requirements of the City’s bonded 

debt through the Statewide Community Infrastructure Program. Per the FY 2019 audit, 

approximately $607,000 is reflected as unrestricted net position. The City’s Sewer Fund reserve 

policy calls for three separate reserves as follows: 

◆ Emergency Operating Reserve – equivalent to 90 days of operations 

◆ Emergency Capital Reserve – budgeted at $75,000 per year  

◆ Rate Stabilization Fund Reserve – equivalent to five percent of the prior year’s 

water operating revenues, which would equate to approximately $60,000 for FY 

2020  

At a ratio of approximately 39 percent, or approximately 11 months of normal operations 

(excluding one-time expenditures and capital), the FY 2019 ending unrestricted new position 

(reserves) meets both the GFOA-recommended levels (90 days operations) and the City’s reserve 

policy as previously outlined.3 If FY 2020 budget estimates are achieved, however, the Sewer 

Funds will not be in compliance with the City’s reserve policy due to an anticipated year-end 

deficit of approximately $678,000 that will bring the unrestricted net position to a negative of 

approximately $71,000. There would be approximately $512,000 of cash remaining due to 

depreciation expense not impacting cash. However, one of the purposes of reflecting depreciation 

is to set aside funds to replace aging capital. Also contributing to this situation are several one-

time costs reflected in FY 2020, such as capital outlay for equipment of $107,000 and estimated 

costs for rate and Master Plan studies of $130,000.  

 

3 GFOA Enterprise Fund Reserve Best Practice: https://www.gfoa.org/working-capital-targets-enterprise-funds. 

https://www.gfoa.org/working-capital-targets-enterprise-funds
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Even with the availability of cash at the end of FY 2020, Citygate believes that the Sewer Funds 

will still not be enough to address ongoing annual deficits and the large capital needs that may be 

identified from completion of the Master Plan and other capital needs analyses. A plan of action 

to address this operating issue needs to be developed as soon as possible and include potential 

expenditure reductions and the exploration of rate increases and other revenue options to better 

position the Sewer Funds to address future operation and capital needs. 

The following table reflects Sewer Operating and Capital Funds using the information retrieved 

from the audited financial statements. 

Table 3—Multiple-Year Sewer Funds ($) 

Component 
FY 2017 
Actual 

FY 2018 
Actual 

FY 2019 
Actual 

FY 2020 
Revised 
Budget 

 

Revenues 889,441 1,145,897 1,369,262 1,610,600  

Expenditures 853,647 1,093,093 1,544,126 2,288,817  

Prior Period adj.           

Net Operating Income/(Loss) 35,794 52,804 (174,864) (678,217)  

Beginning Total Net Position 2,135,667 2,171,461 2,224,265 2,049,401   

Ending Total Net Position 2,171,461 2,224,265 2,049,401 1,371,184   

Beginning Unrestricted Net 
Position 

964,573 1,341,058 1,215,865 607,038  

Ending Unrestricted Net 
Position 

1,341,058 1,215,865 607,038 (71,179) Est 

Cash Balance (unrestricted) 1,408,637 1,556,460 1,189,873 511,656 Est 

As was the case with Water Fund operations, Sewer Fund operations also saw a significant increase 

in operating revenues relating to the construction of the Rancho Vista and Copperleaf housing 

projects. 

Details of the revenues and expenditures for the Sewer Funds are reflected in Appendices 5 and 6 

of this report. 

1.2.4 Budget 

As determined through interviews with staff, the City’s budget process is very simple. The budget 

process begins in February when applicable financial information is provided by the City 

Accountant to the respective departments to prepare budget requests. The information provided 

includes estimates for salary and benefits based on existing authorized positions and other line-

item, to-date financial information for the respective departments. Departments must prepare their 
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requests and submit them to the City Manager. Working with the City Accountant, the City 

Manager identifies necessary augmentations to the budget requests and develops a recommended 

budget to present to the City Council in April. Per interviews with staff, departments are presented 

with final recommendation before it is presented to Council. However, Citygate received some 

interview responses that conflicted with this. To help address the confusion, a written budget 

calendar could be established, including timing for when the applicable members in respective 

departments will be notified of the final budget recommendations before being presented to the 

City Council. 

There are no performance measures reflected in the budget document and, per interviews with 

staff, performance measures are not developed by departments during the budget process. 

Performance measurement is an essential element of budget development and monitoring, 

regardless of the size of the organization. The GFOA recommends that all organizations identify, 

track, and communicate performance measures to monitor financial and budgetary status, service 

delivery, program outcomes, and community conditions as a best practice.  

The GFOA recommends that when identifying performance measurements governments should 

focus on making sure that measures meet the following conditions:4 

◆ Useful – measures should provide information that is helpful to decision making, 

understanding, or accountability efforts. 

◆ Relevant – measures can be clearly linked to the service delivery/program outcomes 

that they are intended to measure, appropriate for the outcome being measured, and 

are readily understandable. 

◆ Reliable – collection methods and measure definitions need to be understood so 

stakeholders can rely on the information.  

◆ Adequate – ensure enough and an appropriate variety of measures are used to 

measure performance and that measures do not incentivize behavior that adversely 

impacts the measures, such as a quantity versus quality scenario. There is often not 

a single measure that can provide sufficient context and understanding. 

◆ Collectible – measures are readily available and do not involve excessive 

time/effort to collect. 

◆ Consistent – measures can be regularly collected to track outcomes over time and 

avoid need to continuously identify new measures. 

 

4 GFOA Performance Measurement Best Practice: https://gfoa.org/performance-measures. 

https://gfoa.org/performance-measures
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◆ Environment – measures include variables related to externalities that impact 

service delivery and program performance. 

◆ Responsibility – clearly identify responsibilities for collection, storage, and 

dissemination of the data. 

◆ Systems – existing data collection capacities are leveraged appropriately, or new 

systems are identified to ease the burden of data collection. 

Citygate is not recommending that the City establish extensive and complicated performance 

measures, but it is recommended that the City identified a few applicable performance measures 

to each department, which should be developed to reflect that the use of resources supports City 

goals and objectives.  

It is also recommended that the multiple-year CIP be included in the budget document to help 

maintain a multiple-year focus on anticipated capital needs and assist in long-term planning. 

1.2.5 Policies/Procedures 

A GFOA best practice is the development of financial policies. The City financial policies 

reviewed by Citygate included the following topics: 

◆ Reserves 

◆ Investments 

◆ Travel 

◆ Purchasing 

◆ Personnel  

Citygate found these policies to be comprehensive and well written. However, there were some 

important financial policies that the City lacked. Some of the more important policies that the City 

should adopt include the following: 

◆ Cash Handling  

◆ Debt  

◆ Budget  

Another important financial area that could be improved is documented financial operating 

procedures. These procedures address how various financial operating processes are completed. 

Examples include:  

◆ Accounts payable 
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◆ Payroll  

◆ Journal voucher and other general ledger posting  

◆ Accounts receivable 

◆ Utility billing 

◆ Business licensing  

◆ Permitting 

The GFOA website has many examples of best practices, including policies and procedures, that 

can be used by the City.5 

A crucial step in developing effective financial policies and procedures is ensuring that they are 

readily available and understood by all City staff. The consequences for not adhering to policies 

and procedures should be clearly conveyed, and City staff should be held accountable. 

The City should expand documented financial policies to include purchasing, cash handling, 

personnel, debt, and budget, per the sample information located on the GFOA website. 

The City should also develop an accounting manual that includes the various financial processes 

identified in this report. 

1.2.6 Internal Control/Auditing 

Although interviews with City staff indicated that there are internal control measures that are 

followed, Citygate was not provided with any written procedures or policies regarding items such 

as cash handling, accounts payable processing, or bill processing. Given the City’s size, it is 

understandable that there may not be formal written procedures for some of these processes; 

however, this is not best practice. Strong, documented procedures are essential to minimize 

intentional or unintentional loss of City assets. Agencies such as the GFOA, the California Society 

of Municipal Finance Officers, and International City/County Management Association have 

extensive examples of written policies and procedures for all sizes of governmental jurisdictions 

that the City can use. Once established, these documented policies and procedures must include 

staff training and monitoring to ensure procedures are followed. One example found by Citygate 

of non-compliance with written procedures relates to the City’s purchasing policy.  

The City’s purchasing policy is set out in a purchasing ordinance. Per the ordinance, the City 

Manager is designated as the City’s purchasing agent. Under the ordinance, public projects under 

$45,000 have no bidding requirements, public projects between $45,001 and $175,000 only require 

 

5 GFOA best practices can be found at https://www.gfoa.org/best-practices, and GFOA financial policy examples can 

be found at https://www.gfoa.org/financialpolicies. 

https://www.gfoa.org/best-practices
https://www.gfoa.org/financialpolicies
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informal bidding, and public projects over $175,000 require a formal bidding process. All other 

purchases not considered public projects as defined in the ordinance can be authorized by the City 

Manager for amounts up to $20,000. Purchases in excess of $20,000 must be approved by City 

Council, as recommended by the City Manager. The purchasing ordinance also requires that all 

real property acquisitions or real property lease contracts, regardless of term or amount, shall be 

approved by the City Council. The City’s purchasing ordinance is similar in structure to that of 

other jurisdictions reviewed by Citygate. Citygate was told during interviews that the City did not 

use purchase orders for procurement. However, section 2-8-07 of the purchasing ordinance states 

that “purchases of supplies, services, and equipment shall be made by purchase order.” 

Consequently, the City is not operating in compliance with its purchasing ordinance in these 

instances. Utilization of a formal purchase order document is an essential practice to help 

strengthen internal control. Citygate recommends that a formal purchase order approval process 

be developed, monitored, and enforced.  

Per the California Government Code section 12410.6.(b), commencing with the 2013-14 fiscal 

year, a local agency shall not employ a public accounting firm whose lead audit partner or 

coordinating audit partner having primary responsibility for the audit, nor shall the audit partner 

responsible for reviewing the audit have performed audit services for that local agency for six 

consecutive fiscal years. The City’s current audit firm has conducted the City’s audit since FY 

2014 and, as of the FY 2019 audit, will have conducted the City’s audit for six years. Consequently, 

the City will be required to change audit firms unless the current firm is large enough to assign a 

different partner lead or the City gets a waiver from the State Controller based on no other eligible 

public accounting firm being available to perform the audit.  

1.2.7 Succession Planning / Cross-Training 

It is always difficult to address the need for succession planning and cross-training in small 

jurisdictions like San Juan Bautista. However, smaller jurisdictions are impacted more severely 

than larger jurisdictions by the sudden loss of staff because individual staff members tend to be 

responsible for numerous operational tasks that are taken on out of necessity and with little 

training. Consequently, the loss of any single staff member has the potential of causing a major 

disruption in operations until a new staff member is hired and trained. Larger jurisdictions with 

larger staffs can usually absorb a sudden loss of a staff member. Citygate recommends that the 

City identify its critical operational areas, such as finance, water, sewer, etc., for continuity 

weaknesses and develop a succession plan, including structured cross-training to help address 

unanticipated operational disruption due to loss of staff.  

1.2.8 Long-Range Financial Planning 

An essential component of the operations of any organization is the development of a financial 

forecast. The budget is an example of a financial forecast; however, most budgets are for periods 
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of one or two years. It is also important to keep a focus on a five- to 10-year window when 

developing revenue and expenditure estimates so that the achieved results are not short-sighted. 

An example of this is using current resource windfalls without considering critical needs that will 

materialize in three to five years. This long-range resource collection and use should be identified 

to the extent possible and included in a formal plan document. This document can be used by the 

City to maintain a long-range operational focus to help identify potential issues early to allow 

sufficient time to develop effective plans to address any issues.  

Based on Citygate’s review, the City does not conduct organized or comprehensive long-range 

financial planning. Although the City produces a CIP document, Citygate was informed by City 

staff that it is not very comprehensive or valid. With issues facing municipal government, such as 

the current COVID-19 crisis, comprehensive long-range planning is essential to development of 

plans to minimize service reductions and maintain fiscal stability.  

Financial Forecasting Model 

Citygate has developed a basic financial plan model that can be used by the City. The basic purpose 

of the model is to assist the City in maintaining a long-term focus when developing strategies and 

implementing financial decisions. The model provides financial operational information relating 

to previous years, the current year, and projections for the next five years. The model is developed 

using Microsoft Excel and can be amended by the City as needed. The City will create financial 

assumptions based on past activity and known or anticipated activity and input them into the 

model. Based on the assumptions input, a summary of operational results and effects on 

operational reserves will be calculated automatically. A sample of the model’s summary pages 

based on basic assumptions developed by Citygate for the General, Water, and Sewer Funds are 

included as Appendices 7 through 9 of this report. The actual model consists of numerous 

spreadsheets reflecting assumptions and the estimated impact of those assumptions on both 

revenues and expenditures on a line-item detail level. The model also reflects the operational 

results impact on fund balance in the General Fund and net position in the Water and Sewer Funds. 

This model and instructions on how it is used will be provided to the City as a part of this 

engagement.  

For the purposes of this model, Citygate utilized various general assumptions based on basic 

financial information gathered through staff interviews and high-level research as of early March 

2020. Due to the uncertainty regarding impacts of COVID-19, the model does not reflect any 

potential COVID-19 impacts, positive (state and federal assistance) or negative. The City will need 

to update the model assumptions based on its in-depth knowledge of City operations and history 

and as COVID-19 impacts become clearer.  

The following are the estimated operational results for FY 2021 through FY 2025 based on 

Citygate’s high-level review for the City’s General Fund, Water Operations and Capital Funds, 

and Sewer Operations and Capital Funds. This information was relayed to Citygate by City staff 
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and incorporated into the financial forecast model. Although this information provided by staff 

seems reasonable, Citygate did not independently validate this information.   

Development Information Provided by City Staff 

A total of 130 (85 plus 45) new single-family homes have been sold in the past 12 months, with 

only a few remaining to be built and sold. The average sale price is $760,000.  

Based upon the number of development units, equaling an increase of 18 percent in total units in 

the City, City staff anticipate revenues for property tax and utility revenue to grow significantly. 

With this said, staff think it would be fair to increase residential utility revenue in FY 2021 by 18 

percent over the FY 2020 budget. Based on staff estimates, sewer residential revenue should grow 

by $140,000 in FY 2021 and water residential revenue should grow by $145,000. 

Property taxes are not linear but are based on property values that are greatly higher than the 

historical values of the existing properties. City staff believe that, for Citygate’s projections, the 

property tax revenues should be $100,000 higher for the FY 2021 base year. 

Although not an urgent need, given the City’s size and infrequency of major projects, consideration 

should be given to a process to engage consultants to perform an independent fiscal analysis of 

projects that would have short- and long-term fiscal impacts on City operations. This will provide 

the City with a more realistic and unbiased estimate of a project’s cost versus benefits to the City. 

This information should also be used to update the following financial forecast models. 

General Fund Five-Year Financial Forecast  

Based on high-level assumptions, the model results in a continuation of operational surpluses in 

the General Fund over the next five years. The surpluses range from approximately $250,000 in 

FY 2021 to approximately $341,000 in FY 2025. The ratio of unassigned fund balance to 

expenditures increases from 133 percent in FY 2021 to 171 percent in FY 2025, indicating a 

continuing strong financial position. However, as stated previously, the model results will change 

based on fine-tuned assumptions developed by City staff relating to future expected fiscal impacts 

such as those resulting from the COVID-19 crisis that are placed into the model. 

Water Funds Five-Year Financial Forecast  

Based on high-level assumptions, the model results in a continuation of operational surpluses in 

the combined Water Funds over the next five years. The surpluses begin in FY 2021 at 

approximately $280,000 and increase to approximately $294,000 in FY 2025. The ratio of net 

position to expenditures increases from 105 percent in FY 2021 to a high of 249 percent in FY 

2025. This model assumes a capital investment of $200,000 as a general estimate based on high-

level staff interviews. Although the model indicates a fairly stable financial condition, it must be 

emphasized that the assumptions made in developing this model do not account for major capital 

improvements that will more than likely be identified with future Master Plans and other studies 
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the City plans to initiate that exceed the $200,000 amount included in the current model, as well 

as other fine-tuning as discussed previously.  

Sewer Funds Five-Year Financial Forecast  

Based on high-level assumptions, the model results in a continuation of operational deficits in the 

combined Sewer Funds over the next five years. The deficits begin at approximately $29,000 in 

FY 2021 and increase to a deficit of approximately $71,000 in FY 2025. The ratio of net position 

to expenditures begins at -8 percent in FY 2021 and becomes -23 percent in FY 2025. This pattern 

reflects a weak financial condition relating to sewer operations that should be addressed. One of 

the assumptions included in this model was CIP expenditures of $200,000 per year beginning in 

FY 2021. This assumption will change based upon the results of the various studies that will be 

initiated by the City over the next couple of years. However, the study results could recommend a 

CIP contribution of more than $200,000 per year. Additionally, this model does not reflect any 

negative impact that may result from fine-tuning by staff.  

Options that should be considered for these potential capital improvements include debt financing, 

grants, joint powers agreements, etc. However, any plan will need to include some amount of rate 

increase to ensure adequate service provision.  

Use of this five-year financial forecast model with revised assumptions and other financial 

information available to City staff will help the City maintain a long-range focus on its financial 

condition and help identify issues early to provide time to develop plans to address them. 

Capital Improvement Plan (CIP) Model 

Citygate has also developed a CIP model that can be used by the City to identify and plan for 

capital needs using a long-term focus. Although the City does prepare a five-year CIP, it is more 

of a summary. Additionally, the process used to develop the plan could be improved with more 

structure to increase overall understanding. The CIP model provided by Citygate includes a 

recommended CIP development process that includes document forms that can be used to 

consolidate the various project costs, potential funding sources, and other pertinent project 

information, such as project history description, using a six-year window into a single document. 

This CIP document includes a project cost and funding summary supported by the detail for each 

identified and recommended project. A sample CIP document has been provided as Appendix 15. 

The CIP Model Summary and Project Detail Sheet are included as Appendices 10 and 11, 

respectively.  

As is the case with the financial plan model, the CIP process and documents will assist the City in 

making informed decisions to maintain good financial health and stability. The current CIP 

document located on the City’s website does not represent the City’s anticipated capital project 

needs over the next five years, per interviews with City staff. The projects listed and the anticipated 

amounts are incorrect and need to be updated. Based on staff interviews, the City is facing major 
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capital needs in the future, especially in the areas of water, sewer, and streets. The City does not 

currently have a formal process for identifying long-term capital needs, such as the process 

provided and recommended by Citygate with this engagement. Citygate’s CIP process 

recommendations can be customized to fit the City’s size and capabilities. Citygate will provide 

the City with a written process, supporting forms, and instructions as a part of this engagement.  

1.3 SUMMARY OF FINDINGS AND RECOMMENDATIONS 

1.3.1 Findings 

Finding #1: Due its size, City staff must perform many duties that would be 

performed by separate staff in larger jurisdictions. 

Finding #2: The General Fund is fiscally healthy.  

Finding #3: The departments do not prepare performance measures to document 

effective use of resources on City and department goals. 

Finding #4: The City lacks a succession plan to ensure City operational 

continuity. 

Finding #5: There is no formal capital improvement planning process. 

Finding #6: There is no formal long-range financial planning process. 

Finding #7: Cross-training is sporadic and inefficient. 

Finding #8: Water and sewer operations are undercapitalized. The capital items 

included in the CIP online are inaccurate.  

Finding #9: Internal controls could be improved through documentation. 

Finding #10: Communications between departments relating to financial 

information and results could be improved. 

Finding #11: Improvement can be made on documenting financial policies and 

procedures. 

Finding #12: Water infrastructure is antiquated, creating customer complaints 

regarding water quality. 
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Finding #13: Utility rates have not been adjusted in several years. However, the 

average water and sewer bill is $150 per month, which is high for 

the average income levels of the City. 

Finding #14: City technology is not utilized to its full potential and in some cases 

is inadequate. The City lacks an integrated financial system to 

reduce manual processes. 

Finding #15: Sewer funds are in a weak financial position. 

1.3.2 Recommendations 

Recommendation #1: Formal cross-training should be increased to ensure 

continuity of operations, especially in finance-related 

areas.  

Recommendation #2: A Citywide fee review is needed, including development 

fee deposit structure to ensure City costs are being 

covered. 

Recommendation #3: The City should adopt the five-year financial plan and 

capital improvement models presented by Citygate. 

Recommendation #4: The City should expand documented financial policies to 

include purchasing, cash handling, personnel, debt, and 

budget, per the sample information located on the GFOA 

website. 

Recommendation #5: The City should develop an accounting manual that 

includes the various financial processes identified in this 

report. 

Recommendation #6: The City should identify a few applicable performance 

measures to each department during the budget process 

and for inclusion in the budget document, which should 

be developed to reflect that the use of resources supports 

the overall City goals and objectives. These performance 

measures should be reviewed semi-annually.  
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Recommendation #7: The budget schedule should include the ability for 

departments to review and understand the recommended 

budget prior to delivery to the City Council through the 

creation of a budget calendar. This will help to reduce 

confusion on the part of the departments regarding their 

respective budgets. 

Recommendation #8: The multiple-year CIP should be included in the budget 

document to help maintain a multiple-year focus on 

anticipated capital needs and to assist in long-term 

planning. 

Recommendation #9: The City should explore water/sewer rate increases and 

other revenue options to better position itself to address 

future capital needs. This exploration should include 

evaluation of the water/sewer infrastructure to determine 

condition. 

Recommendation #10: Some portion of the General Fund unassigned reserve in 

excess of the minimum required in the City’s reserve 

policy should be designated as committed for some or all 

the items listed in the policy. 

Recommendation #11: Although not an immediate issue, the City should explore 

acquiring an integrated financial system to reduce manual 

processes and reduce the potential for input errors 

regrading financial information. The system should be 

cloud-based to allow staff from other departments inquiry 

access to financial information to help them with making 

decisions regarding their respective operations. 

Recommendation #12: A formal purchase order approval process should be 

developed, monitored, and enforced to enhance internal 

control and comply with the existing City purchasing 

ordinance. 
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Recommendation #13: The City should consider implementation of a process to 

engage consultants to perform an independent fiscal 

analysis of projects that would have short- and long-term 

fiscal impacts on City operations. This will provide the 

City with a more realistic and unbiased estimate of each 

project’s cost versus benefits to the City. 
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SECTION 2—ORGANIZATIONAL ASSESSMENT 

Citygate interviewed thirteen personnel associated with City operations, including the City 

Manager. Of these thirteen persons, three currently serve as contracted personnel from outside 

agencies. Of the ten City-employed personnel, two served in part-time positions (Lead Librarian 

and City Clerk).  

Citygate observed the following themes:  

◆ With the advent of the current City Manager and through the assistance of staff 

members, the City organization is working hard to address a variety of inherited, 

chronic, long-standing issues facing the City. These issues include: 

➢ Deferred maintenance of City streets, water, and sewer infrastructure 

systems. 

➢ Fines and/or penalty assessments from state and federal agencies regarding 

regulatory compliance shortfalls associated with water and/or sewer 

operations. 

➢ Immediate repairs associated with the City streets, water, and sewer 

infrastructure systems, and dysfunctional equipment needed to make 

repairs. 

➢ Resident concerns, calls, and service requests associated with various street, 

water, and sewer functionality issues. 

◆ City staff exhibited a united and high desire to be of service in San Juan Bautista 

by interacting with residents, responding to their concerns, and wanting to secure 

the City’s economic well-being and quality of life in the future.  

◆ Both City staff and elected officials expressed a desire to improve communication 

inside and outside of the City organization, along with a desire to help residents 

understand where the City stands with regards to services and service levels, and a 

desire to be responsive to citizen requests and needs. 

◆ The high number of issues being juggled by a small staff can be overwhelming, 

especially when many of those issues can only be solved through capital 

improvement projects, capital equipment purchases, and/or operational changes 

beyond the capacity of any single staff member. 
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2.1 BUILDING ON STRATEGIC PLANNING PRIORITIES 

At the City Council strategic planning session February 15, 2020, the Council worked through a 

process of arriving at initial strategic objectives. The initial objectives were to: 

1. Create, promote, and nurture partnerships within our community. 

➢ Public  

➢ Private  

➢ Community based  

➢ Governmental  

➢ Non-profit  

➢ Business 

➢ Schools  

➢ Agriculture 

2. Preserve, protect, promote our community assets and economic vitality while 

maintaining historical and cultural charm. 

3. Invest, maintain, strengthen, plan, and renew our vital infrastructure: 

➢ Water 

➢ Power 

➢ Sewer 

➢ Streets 

➢ Sidewalks 

➢ Stormwater 

➢ Facilities 

➢ Open Space 

4. Promote public amenities: 

➢ Parks 

➢ Trail system 

➢ Recreation 
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➢ Cultural Arts and Activities 

5. Quality of Life  

➢ Enforce ordinances maintaining quality of life, promoting health and safety 

for the community. 

Finding #16: The City organization can improve focus. The community faces a 

wide range of issues, with a small cohort of staff and resources from 

which to respond. The sense that every issue/problem is “urgent” 

tends to erode both elected official policy maker and staff member 

effectiveness. It leads to chaotic start and stop attempts that do not 

resolve objectives and projects.  

The City Council and staff have taken a significant and wise first step in prioritizing needs by 

going through the steps to establish the initial strategic objectives. 

Recommendation #14: To continue the Council’s prioritization efforts, decisions 

about how best to spend the City’s human and financial 

resources should be made around its Strategic Objectives, 

both as budgets are developed and adopted, and in every-

day project delivery.  

Suggested practices that can help both elected officials and staff members spend the City’s human 

and financial resources for strategic outcomes include: 

1. Use of annual work plans for each department, outlining major work areas with 

accompanying performance outcome measures. Example: Initiate a Public Works 

parts inventory methodology in the first quarter of FY 2021 and implement by 

fourth quarter FY 2021. 

2. New ideas, new projects, and requests for information from City Council members 

not included within the current budget year work plans can be “parked” for 

consideration in the future year budget. If considered necessary for the current year, 

the Council can establish a procedure for requiring three votes before asking staff 

to move forward on items not included in the annual work plans.  

3. The City Council can adopt a practice of receiving staff “best estimates” for the 

time impacts of new projects, research, and/or requests before staff is asked to 

proceed on items that are not contained within the annual work plans. 
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4. In establishing annual work plans and performance goals, less may be more. Avoid 

lining up a long list of items that cannot realistically be accomplished. Instead, use 

disciplined lists that reflect a reasonable use of time and staff resources within the 

realities of the high level of day-to-day demands the City faces to deliver services. 

Choosing to accomplish a series of achievable small steps will build Council, 

community, and staff confidence in lieu of making long lists of items, none of 

which receives enough care and attention to be completed. 

2.2 BUILDING ON STAFFING EXPERTISE AND SKILLS 

Finding #17: The City has a strong set of current personnel and leadership. Within 

this group is powerful expertise and experience from which the 

community benefits.  

Recommendation #15: Maximize the use of staff resources and skill sets to 

determine if and when to outsource tasks, examine 

procurement processes for efficiency opportunities, and 

examine where routine staff reports can be standardized.  

Draw upon the expertise of current staff members to: 

1. Determine what tasks in each service area are best conducted with “in town” staff 

and City resources, and which tasks can most successfully be conducted through 

contracted services and personnel. Criteria for “in town” service responses can be: 

➢ Events that require immediate responses, immediate assistance, immediate 

repair, and/or temporary mitigation. 

➢ Events for which City staff are trained and equipped to respond. 

Criteria for contracted services can be: 

➢ Events, repairs, and/or improvements that can be anticipated and/or 

scheduled and require a specialized work force and/or equipment. 

➢ Work that lends itself to annual or longer contracts for services available 

within the region through a competitive procurement process. 

2. Examine where procurement of annual and/or multi-year goods and/or services can 

reduce routine staff report writing and procurement processes as part of developing 

a written procurement policy.  



Mr. Reynolds 

May 15, 2020 

Page 28 

 

 

3. Examine where routine staff reports can be standardized, delivered on a quarterly 

and/or semi-annual basis, thus lessening the month-to-month work impacts for both 

City staff in preparation of the reports, and focus Council attention on larger scale 

objectives. 

2.3 DESIGNING A PATH FOR INFRASTRUCTURE RENEWAL AND UPKEEP 

Finding #18: City street, water, and sewer infrastructure is in a state of deferred 

maintenance. These conditions cannot be blamed and/or wished 

away and must be addressed for the sake of the community’s future 

sustainability.  

Recommendation #16: Design a path forward for infrastructure renewal and 

upkeep.  

The City Manager and staff have already begun some of this work by initiating Master Plan studies 

and by initiating routine maintenance activities, such as regular water pipe flushing. Elements of 

a path forward for Water and Sewer Funds include: 

1. Resolving outstanding fine and regulatory oversight issues for the Sewer and Water 

systems. 

2. Conducting Master Plan studies to organize and illuminate the capital needs in the 

sewer and water systems. 

3. Examining, by a third party, if there are financially and physically feasible 

alternative operations opportunities with larger water and/or sewer systems and/or 

operators within the region. 

4. Conducting a fee schedule study and progressive fee increments over an extended 

period to fund necessary capital improvements identified in the Master Plan studies. 

5. Positioning water and sewer enterprises to receive grants and other state and federal 

assistance when opportunities arise by having plans and specifications prepared in 

advance for capital improvement projects identified within the capital improvement 

budgets / Master Plans. This is an “off-the-shelf” strategy that can be used 

successfully to become “first-in-line” for new funding opportunities. 

6. Investing in improved maintenance activities, such as complete camera review of 

pipes and their conditions. The data yield from such activities can be used to 

identify system points that could most benefit from repairs/upgrade, resulting in 

system wide improvement as these repairs are made. 
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Elements of a path forward for Streets include: 

1. Positioning the City to effectively tap any grant or state/federal assistance for street 

repairs by having plans and specifications for a key project(s) “shelf-ready” to take 

advantage of first-in-line timing that may become available.  

2. Considering raising funds for street repairs through local tax initiatives. 

3. Investing in modest annual repair program(s) to the extent feasible, focused on 

reducing pothole eruptions.  

4. Following Recommendation #15, determine how pothole, street painting, and 

overlay projects can be accomplished using a combination of staff and City-owned 

equipment and contracted work services from paving companies. 

2.4 DEVELOPING AN ENHANCED ROLE FOR COMMUNITY PLANNING AND DEVELOPMENT 

Finding #19: There is a need for the community planning and development 

function to play an enhanced role within the City organization. 

The initial strategic goal of desired preservation, protection, and promotion of community assets 

and economic vitality while maintaining historical and cultural charm implies the City will have 

some measure and means for achieving consensus on how land use and development can be used 

to maintain historical and cultural charm. Implementation of the City’s General Plan, and 

consideration of development application projects through the Planning Commission and City 

Council entitlement process will play a major role in what the community looks and feels like in 

years to come. 

Recommendation #17: Develop the ability to effectively work through both 

current and long-range planning efforts. 

Working through current and long-range planning efforts will help to: 

1. Position the City to make the highest and best use of potential development 

investments in the community to achieve General Plan, Master Plan, and capital 

project improvement objectives. 

2. Use the tools of good current and long-range planning efforts to help improve local 

economic vitality. 

➢ Achieving these will include active and knowledgeable use of in-lieu 

payments and contributions, early recognition of mutually beneficial 
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opportunities to pursue with potential developers, well-planned use of 

development fees for parks and facilities, and up-to-date, ready-to-go 

capital projects and improvements. 

3. Build the City’s reputation for being a fair processor of land use and development 

processes, taking the steps within the process to assure equity for all applicants, 

stakeholders, residents, and community members. 

4. Engage the community in visioning its future by how it approaches land use and 

development decisions today.  

* * * 

Sincerely, 

 

 

David C. DeRoos, MPA, CMC 

President 

 

cc: Project Team 
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Sample Capital Improvement Plan Document 

 
Source:  City of Reno FY 17-18 budget document 

Source:   City of Pasadena, Ca FY 2018-19 Capital Improvement Plan document 

 

CAPITAL IMPROVEMENT PLAN 

The [insert jurisdiction here] updates its Capital Improvement Plan (CIP) each year. The 

responsibility for updating the plan and presenting it to the City Council rests with the 

CIP Committee, a Citywide group of employees representing the major departments of 

the City involved in the construction, improvement, operation, and financing of capital 

facilities. The Finance Department is the lead department and serves as chair of the 

Committee. The approved CIP for this year follows this report.  

 

Process  

The CIP process begins early each fiscal year when departments submit to the Committee 

their requests or revisions for capital projects. The requests are submitted on approved 

forms which include the description of the project, estimated cost, time frame, 

justification, and impact on operating budgets. The CIP is a 10-year plan where projects 

are identified in the outlying years and listed based on known conditions, estimated 

growth rates, the City’s [insert various jurisdiction plans such as the general plan, area 

specific plans, etc]. The CIP Committee uses an established set of criteria to evaluate CIP 

requests. The criteria include legal constraints and requirements, health and safety, 

project life, impact on the City’s operating budget, consistency with City Council and 

Management priorities, conformance with adopted plans, cost effectiveness, frequency of 

use and population impacted. Projects are ranked in order of program and funding 

priority which is explained further in this section.  

 

While progress in repair and maintenance of City infrastructure is being made, the CIP 

Committee recommends that [insert recommendations and rationale].  

 

Capital Improvement Program Definitions  

The Capital Improvement Program is a planning and budgeting tool which provides 

information about the City’s infrastructure needs for a ten-year time frame. Each year, the 

list of projects is reviewed for need, cost and priority. New projects may be added, and 

other projects deleted. Generally, capital improvements are defined as physical assets, 

constructed or purchased, that have a useful life of ten-years or longer and a cost of 

$25,000 or more. The following are capital improvement categories included in the plan:  

 

a. New and expanded facilities for the community 

b. Large scale rehabilitation or replacement of existing facilities 

c. Equipment for any public facility or improvement when first constructed or 

acquired  

d. The cost of engineering or architectural studies and services relative to the 

improvement.  



 

e. The acquisition of land for a community facility such as park, road, sewer 

line, etc. 

 

In addition, the City includes Capital Maintenance needs in the CIP plan. Capital 

Maintenance projects are generally rehabilitative maintenance on City-owned facilities 

that are required to maintain facilities in good operating condition. Finally, the City’s 

budget process includes major purchases in the CIP plan. These include major equipment, 

vehicles, computer hardware and computer software that, over the life of the project, cost 

$250,000 or more.  

 

What are Capital Outlays?  

Capital Outlays, which are budgeted within the City’s operating budget, include such 

things as furniture, equipment, vehicles, and motorized equipment needed to support the 

operation of the City’s programs. Generally, a capital outlay item may be defined as an 

item valued more than $10,000 with a life expectancy of less than 10 years.  

 

What are Capital Projects?  

There are two types of capital expenditures. The first deals with infrastructure projects 

and the second with operating programs. Capital Projects, which are addressed in the CIP 

and budgeted within the City’s Adopted Budget, generally include major fixed assets or 

infrastructure with long term value, such as buildings, roads, bridges, and parks; major 

equipment purchases (vehicles), computer hardware and computer software that, over the 

life of the project, cost $250,000 or more, and capital maintenance projects. Any of these 

may involve some form of financing. Capital projects costs include all expenditures 

related to the planning, design, construction and equipment necessary to bring a project 

on line.  

 

Why have a Capital Improvement Program?  

The CIP provides information on the current and long-range infrastructure and equipment 

requirements of the City. It provides a mechanism for balancing needs and resources and 

for setting priorities and schedules for capital projects. It is based on needs identified 

through the planning process, requests and recommendations of City departments and the 

concerns of citizens and elected officials. The CIP includes the identification of revenue 

sources which will be utilized to fund capital improvements. Projects are included even if 

revenues are not available to fund them. These projects are prioritized and may be funded 

by current revenues or by debt financing, depending on the availability of funds, the 

nature of the project, and the policies of the Council. The CIP strives for efficient use of 

capital improvement funds by identifying CIP projects and prioritizing them according to 

their relative importance and urgency of need. Identification assures needed projects are 

known, while prioritization ensures that those projects which are most urgently needed 

are funded first.  

 

Why a Separate Capital Improvement Program?  

The Capital Improvement Program outlines long range capital improvement 

expenditures. Funds budgeted through the CIP for a specific project during a specific year 

remain with that project until the project is completed, while the operating budget 



 

terminates at the end of the fiscal year. Each year project costs are reviewed and 

additional funds may be allocated to a project which, when combined with resources 

carried over from the prior year, result in the continuing project budget for the new year. 

 

 

How are Projects Prioritized?  

The City does not have enough funding to meet all of its capital needs each year. Projects 

are prioritized based on the effect of each project on the list and the City’s ability to meet 

community goals. All projects are compared based on a common set of selection criteria. 

The cornerstone of this process is a worksheet which requires departments to explain 

anticipated funding sources, legal constraints/requirements, health and safety, project life, 

City Council and Management priorities, conformity with adopted plans and goals, 

impact on the City’s operating budget, cost effectiveness, environmental impacts, 

population impacted, and frequency of use. Projects are ranked in order of program and 

funding priority. A numerical score is assigned to each project. The projects are then 

ranked according to how each contributes to maintaining current service levels.  

 

A given project is then placed within one of several categories, suggesting a final priority 

position. The priority categories represent a relative degree of need for any particular 

project and are described below.  

 

1. A project which is needed to comply with a court order, legislative 

mandate, or is critical to the health, safety, and general welfare of the 

public or which has a dedicated funding source that cannot be used for any 

other project, or which would provide for a public or operational 

improvement.  

 

2. A project which is needed to comply with a court order, legislative 

mandate, or is critical to the health, safety, and general welfare of the 

public or which would provide for a public or operational improvement, 

but there are no available funds in the current year to fund the project. Any 

funds that become available will be used for these priorities.  

 

3. A project which would provide for a public or operational improvement 

that City Staff anticipates funding in the third year of the Capital 

Improvement Plan.  

 

4. A project which would provide for a public or operational improvement 

that City Staff anticipates funding in the fourth year of the Capital 

Improvement Plan.  

 

5. A project which would provide for a public or operational improvement 

that City Staff anticipates funding in the fifth year of the Capital 

Improvement Plan.  

 



 

6. A project which would provide for a public or operational improvement 

that City Staff anticipates funding in the sixth to tenth year of the Capital 

Improvement Plan.  

 

The Capital Improvement Plan represents the mutual efforts of all City departments to 

meet the infrastructure needs of City residents, businesses and visitors. These guidelines 

provide a basis for the conception and preparation of the City’s Capital Improvement 

Plan.  

 

Revenue Sources  

The Capital Improvement Plan indicates the Fund responsible for funding the specific 

projects. However, CIP’s generally include a variety of revenues that are used both for 

the direct funding of projects and as a source for debt service to retire bonds. This section 

will describe each of the major revenue sources.  

 

Capital Projects Funds - The City has established various Capital Projects Funds. These 

funds are generally used for park projects, various bond projects, street impact fee 

projects, special assessment district projects and projects funded by the General Fund. 

 

General Fund - In building the budget, the goal is to set aside [insert percentage goal] of 

prior year General Fund operating expenditures less capital outlay and debt service to 

fund capital projects. In addition, some of the computer hardware, software and vehicles 

included in the CIP will be funded through the General Fund.  

 

[insert fund name] - The [insert fund name] [insert description of revenue source(s) of 

the fund, how they are used and any restrictions or legal obligations] This subsection 

should be repeated for each potential CIP funding source 

 

 

Potential Revenue Sources  

The City must also utilize additional revenue sources to help meet the needs of the 

Capital Improvement Plan. Examples of these additional revenue sources which could be 

used are identified below:  

 

Bonds – [insert discussion of the types of bonds and the respective characteristics that 

could be used to fund CIP projects] 

 

Other Resources - [insert discussion of other potential revenue sources such as public 

private partnerships, additional assessment/business improvement districts, fee 

increases or additions, etc.]  

 

Types of Proposed Projects  

The CIP is further organized by the type of improvement the project represents. This 

format enables the Council and staff to easily discuss projects on their relative merits. 

The project types are assigned as follows.  

 



 

• Annual Maintenance Program – this type includes the annual funding amounts for 

capital maintenance and annual construction projects. Items such as Parks 

Maintenance funding, Facilities Maintenance funding and ADA funding are 

included in this category.  

 

• One-time Infrastructure Projects – this type includes projects that are one-time 

construction or rehabilitation of City facilities. New pools and extraordinary fire 

station maintenance fall into this category.  

 

• Wastewater/Stormwater Collection and Treatment, Drainage Projects - this type 

includes all projects related to the sewer treatment plants, major repairs, upgrades 

or reconstruction of existing drainage systems, sewer separation projects, and 

treatment plant expansions. 

 

• Water Projects - this type includes all projects related to the water treatment 

plants, major repairs, upgrades or reconstruction of existing treatment and 

delivery systems, and treatment plant expansions. 

 

• Transportation Projects – this type includes all projects related to transportation 

needs including streets/roads, public transportation, street lights/signage, etc. 

 

• Parks. Recreation, and Municipal Facilities – this type is related to all parks, 

recreational projects (e.g., museum), and municipal facilities (e.g., city hall, police 

and fire stations) 

 

• [insert other types specific to City] 

 

 

 

 






	HRB Meeting Packet 02022021
	CityGate Mgt Letter.pdf
	Citygate - San Juan Bautista Management Letter (05-15-20)
	Appx 1-14 Header
	Appx 15 - Header
	Appx 15 - Sample CIP Document


