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Policy 
The City of Villa Park is fiscally conservative in terms of elected 
leadership, budgeting practices, and expenditure history. This year’s 
budget has been developed around the assumption that the current 
state of the economy will generally remain flat within this coming fiscal 
year. We anticipate the General Fund revenues and expenditures will 
not be robust in comparison to the previous Fiscal Year. These 
expectations have served as policy guidance for the development of 
our City’s budget. 
 
The City Manager is to submit a proposed balanced budget to the City 
Council each year in June.  The goal of the Council and City Manager 
is for available funding to exceed ongoing appropriations, ensuring a 
balanced operating budget each fiscal year. For the purposes of 
ensuring this balanced operating budget, available funding includes 
only revenue projected to be received, and not fund balances from 
prior years.  
 
Fund balances from prior years may be appropriated for one-time 
expenditures.  This policy ensures that the budget remains structurally 
balanced across all funds. All funds are appropriated on an annual 
basis. 
 
Budget Basis 
The budgetary basis of accounting determines when a government 
charges expenditures to a budget appropriation, or when it credits 
revenue to its funds for budgeting purposes.    A fund is a separate 
fiscal and accounting entity with a separate set of accounting records.  
The use of Fund Accounting is one of the basic requirements of 
Generally Accepted Accounting Principles (GAAP) for government 
and one of the major differences between governmental and 
commercial accounting.  It requires separate record keeping for each 
individual fund that a government uses.  Governmental fund types and 
the agency funds use the modified accrual basis of accounting.  
Under this method, revenues are recognized when they become 
available and measurable.  “Measurable” means the amount can be 
determined and “available” means collectible within the current period 
or soon enough thereafter to be used to pay liabilities of the current 
period.  Expenditures are recognized in the accounting period in which 
the fund liability is incurred.  Both the budgeting and 
accounting/reporting policies of the City conform to GAAP applicable 
to state and local governments.  GAAP for local governments include 
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those principles prescribed by the Governmental Accounting 
Standards Board (GASB).   
 
Responsibility 
The City Manager and the Finance Director are responsible for 
preparing a budget in accordance with the guidelines established by the 
City Council and GAAP.  The City Manager and Finance Director use 
direction provided throughout the year by the Council in conjunction 
with the annual Strategic Planning Meeting, as well as the 
understanding of the day-to-day operational needs of the City in order 
to prepare a balanced budget for presentation to the City Council.  
 
Budget Preparation 
The City of Villa Park uses a “base budget” budgeting method.  Each 
department requests an annual appropriation sufficient to fund current 
levels and other costs the department is responsible for managing.  The 
budget base year is the prior years adopted budget, reducing it for 
previous one-time expenditures, increasing it for known future impacts 
(such as increased utility costs) and adding new proposed projects as 
determined necessary by key staff.  The City does not automatically 
increase the budget by a percentage.  For 2013-14, the City made 
several key adjustments noted in the department budgets reflecting the 
uncertain economic conditions, resulting in a balanced budget for 
2013-14. 
 
Operating Budget 
Ongoing operating costs should be supported by ongoing, stable 
revenue sources. This protects the City from fluctuating service levels 
and avoids crisis when one-time revenues are reduced or removed. 
Listed below are some corollaries to this policy: 
 

• Fund balances or contingency accounts should be used only for 
one-time expenditures, such as capital equipment and capital 
improvements. 

• Ongoing maintenance costs, such as street resurfacing and trails 
maintenance, shall be financed through recurring operating 
revenues rather than through a bond issuance. 

• Fluctuating federal or state grants shall not be used to fund 
ongoing programs; instead, such revenue is to fund capital 
costs, equipment purchases, or public improvements. 
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Revenue Policies 
A diversified and stable revenue system will be maintained to ensure 
fiscal health and absorb short run fluctuations in any one revenue 
source.  This revenue philosophy is reviewed on a monthly basis.  The 
Finance Director and City Manager review revenues in detail in 
accordance with the budget and cycling of receipts.  If there is an area 
of concern, it is addressed within the month of the issue and 
expenditures are reduced if a revenue source is eliminated or declining.  
Unpredictable revenue sources, such as sales tax and interest earnings, 
constitute only a small portion of the City’s revenue stream.  A healthy 
mix of property tax, franchise fees, building fees, sales tax, business 
license fees, and other user fees fund ongoing operations. 
 
The City Manager and Finance Director shall review the encumbrances 
and continuing appropriations to be submitted to the City Council for 
approval from one fiscal year to the next. The Finance Director shall 
also prepare financial reports in a format adequate for public 
presentation and understanding of the City’s financial condition, along 
with the Comprehensive Annual Financial Report (CAFR). 
 
User fees will be evaluated each year to ensure that, in general, they are 
sufficient to cover the cost of providing a given service to the end user.  
Proposed fees will be based on cost analysis prepared for each service, 
and considering the fees imposed by other similar cities providing the 
same services. Fees are adopted at a public hearing of the City Council, 
following input from stakeholders impacted by the fees. 
 
One-time revenues, such as grant funds, sales of government assets, or 
other one-time payments are used for one-time expenditures, such as 
capital improvements, or placed in the City’s restricted, assigned, or 
unassigned fund balances. 
 
Debt Policy 
Unlike most cities in California, the City of Villa Park has no bonded 
indebtedness. It is the policy of the City Council that municipal debt is 
to be avoided, and that capital projects are generally to be funded on a 
“pay as you go” basis.  Capital projects are pursued in light of the grant 
funding that is awarded.  
 
Contingency Planning  
In the event of an emergency, such as a natural disaster or other 
unexpected major occurrence, the City Manager is authorized to incur 
expenses necessary to address immediate public heath and safety 
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matters.  The Emergency Response Plan adopted by the City Council 
will be followed in these situations. The Finance Director is 
responsible for documenting all expenditures for potential cost 
recovery.  Expenditures are prioritized based upon the immediate 
needs of the community versus individual wants or desires.   
 
Capital Improvement Budget 
The Seven-Year Capital Improvement Plan is prepared and updated 
each year. Although this plan may include unfunded projects that carry 
out the City’s strategic and general plans, it must also include a capital-
spending plan that identifies projects that can be completed with 
known funding sources. Council has a Strategic Planning Meeting with 
management on an annual basis and discusses the Seven-Year Capital 
Improvement Plan in light of the financial situation and projections 
presented by the Finance Director.   At this Strategic Planning meeting, 
staff discusses and prioritizes the operational goals of the City first, 
then short-term goals and projects are addressed, and then long-term 
goals of the City are discussed.  This strategy is utilized so that the big 
picture of the City’s welfare and mission are addressed and met along 
with maintaining the conservatism and beauty of the City. 
 
When planning capital projects, the City must estimate the project’s 
impact on the City’s operating budget.  Amendments to capital 
appropriations fall under the same guidelines as changes to the 
operating budget, with one exception that is written within every City 
contract stating: “Said compensation shall not exceed $X,XXX 
provided that the City Manager or his designee may approve additional 
payment not-to-exceed the City Council authorized amount for change 
orders and for contingencies.”  In addition, any project change 
exceeding 20 percent of the original contract price must receive specific 
City Council approval. This approval can be by motion rather than 
resolution and may accompany a recommendation for award of bid, 
change order, or other Council action. While this approval is not a 
strict legal requirement, it serves to keep the Council informed on 
capital activity and funding, and ensures that revisions of project 
priorities are in line with Council expectations. 
 
Budget Review 
During the budget review phase, the City Manager and Finance 
Director analyze operating and capital budget requests.  Several 
scenarios are reviewed and adjustments are made as needed to reflect 
newer revenue and expenditure projections.   The City Manager and 
Finance Director meet with other City staff beginning in January of 
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each year to discuss changes in their department that would affect the 
next year’s budget.  Then, in April or May, the Budget and Finance 
Committee (including its role as the Capital Improvement Committee) 
meets twice, at a minimum, to review the projects and appropriation 
requests in the draft budget.  The last step in early June is when the 
budget is taken to the City Council for review during a budget study 
session.  This study session is open to the public and provides a forum 
for Council to receive information and make recommendations 
regarding the budget year. These appropriations shall become a part of 
the City budget after approval by the City Council at the City Council 
meeting in June. 
 
The budget calendar for 2013-14 was as follows: 

• January 21th, 1st meeting with staff discussing issues and 
priorities 

• February 18th, Strategic Planning meeting with full Council 
discussing capital projects and priorities 

• April 3rd, 1st Budget & Finance Committee meeting discussing 
budget draft 

• May 8st, 2nd Budget & Finance Committee meeting discussing 
budget draft 

• May 29th, 3rd Budget & Finance Committee meeting discussing 
budget draft 

• June 11th, Council Budget Study Session discussing budget 
• June 25th, Council meeting adopting the final budget 

 
Budget Adoption 
The budget is required by law to be adopted prior to July 1st of each 
year.  The budget must be balanced, that is, operating expenditures 
must be equal to or less than total operating revenues.  Any changes in 
appropriated levels require City Council authorization.  Upon adoption 
of the budget, the Finance Director prepares the final budget 
document.   
 
Budget Amendments 
The budget is adopted at the fund and department level.  The City 
Manager is authorized to make transfers between account codes and 
departments within each fund.  On a periodic basis (minimum of 3 
times a year), the Finance Director reviews the appropriations and if 
necessary, prepares the budget transfers within a fund for the City 
Manager’s approval.  Once approved by the City Manager, the Finance 
Director makes the appropriate Budget Amendment.  However, City 
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Council approval is required for transfers between funds or increases 
to total appropriations, except for those inter-fund transfers approved 
in the budget.  If a fund transfer is required, the Finance Director 
prepares a staff report that explains the reasoning for transfers between 
funds or reason for the need to increase appropriations and presents it 
to Council for approval.  Once approved by Council, the Finance 
Director makes the appropriate Budget Amendment. 
 
General Fund Reserve 
The City Council has prioritized the keeping of a General Fund 
Reserve.  The City Council has historically established and maintained a 
General Fund Reserve separate from General Fund balances for 
financial contingencies and catastrophic events.  In June 2011, the City 
Council adopted Resolution 2011-3158, establishing a formal policy for 
undesignated reserves. This policy requires a four-fifths vote of the 
City Council for use of undesignated reserves. The designated reserves 
established for anticipated future expenditures, such as vehicle 
replacement, infrastructure replacement, Towne Centre Plaza, Villa 
Park Community Access TV (VPTV) capital, accrued employee leave, 
California Joint Powers Insurance Authority (CJPIA) retro. deposit 
repayment, and contingency reserves are approved through the budget 
process.  
 
The General Fund Reserve for Fiscal Year 2013-14 is $1,000,000.   
Additional funds are set aside in General Fund Designated Reserves 
totaling $329,000.  A more detailed review of the General Fund 
Reserve is discussed on Page 60. 
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