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Financial Policies 

Structurally Balanced Budget 

A balanced budget is one that balances revenues with expenditures. A structurally balanced budget is 

one that supports financial sustainability for multiple years into the future, not just the current budget 

period. 

The City of Encinitas defines a balanced operating budget as one where recurring revenues equal or 

exceed recurring expenditures. One-time revenue and reserves should not be used for ongoing 

operations. Using reserves to balance the budget may be considered but only in the context of a plan to 

return to structural balance, replenish fund balance, and ultimately remediate the negative impacts of 

any other short-term balancing actions that may be taken. 

Policy Compliance Checklist 

City Council Resolutions and Administrative Policies provide specific direction that governing bodies and 

staff need in order to meet long-term financial goals. The following matrix shows how the proposed 

budget complies with related long-term financial policies: 

T 

Budget 

Policy Policy Requirements Complies? Comments 

State Legal authorization. A public agency may not Yes City Council Resolution 
Requirement spend public funds without the legal 2021-070 AdoQtion of 

authorization to do so. A budget appropriates the FY 2021-22 

public funds, providing the legal authorization OQerating Budget & 

from the governing body to expend these CIP Budget 

funds 6/23/2021 

State Appropriations Limit {Gann Limit). Each city Yes City Council Resolution 

Requirement must annually establish its appropriations 2021-071 AdoQtion of 

limit pertaining to the proceeds from taxes in the FY 2021-22 Gann 

compliance with Article XIIIB of the California Limits 6/23/2021 

Constitution and Cal. Government Code Sec 
7910. 

FOOS Operating and CIP Budget Procedures. Each Yes 2021-06-09 SQecial 

Admin Policy department submits budget requests, Meeting Item 04A 
reviewed/proposed by City Manager, and Introduction of 

approved by Council. No department is OQerating Budget 

authorized to commit or spend funds beyond 

the Council-approved budget appropriation. 
t 

010 Reserves - General Fund: 

Admin Policy Contingency Reserve will be budgeted each Yes 20% 

year, target is 20% of operating expenditures. 

Budget Stabilization Reserve, target is 2% of Yes 2% 
operating revenues. 
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Source:  FY 2021-22 and 2022-23 Operating 
Budget 
(Chapter 4)
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Source: June 15, 2022 Agenda Report
Adoption of FY 2022-23 Operating and 
CIP Budget 
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Source:  February 15, 2023 Agenda Report
Mid-Year Budget Status Report
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Source:  FY 2021-22 and 2022-23 
Operating Budget
(Chapter 4)
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