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CITY OF DANA POINT 

 
FINANCIAL REVIEW COMMITTEE 

Agenda Report 
 

 

 
DATE: OCTOBER 27, 2017  
 
TO:  FINANCIAL REVIEW COMMITTEE 
 
FROM: MIKE KILLEBREW, ASSISTANT CITY MANAGER 
 
SUBJECT: FINANCIAL POLICY UPDATE 

 
RECOMMENDED ACTION: 
 
That the Financial Review Committee consider drafts of the following financial policies 
and provide input to staff: 

a. User Fee Subsidy Policy 
b. General Fund Reserve Policy 

 
BACKGROUND: 
 
Per its charter, the Financial Review Committee (FRC) is charged with making financial 
policy recommendations to the City Council to include, but not be limited to, Budget, 
Reserves, Investments and Debt.  Said policies should be directed to ensure the long-
term viability of the City by creating prudent reserves for projected short- and long-term 
economic downturns.   
 
In response to this charge, the FRC agreed with engaging the Government Finance 
Officers Association (GFOA) to provide consulting services toward developing a new, 
long-term financial plan.  Included in that agreement is assistance with development of 
certain financial policies.  GFOA’s work plan is set in three overlapping (not sequential) 
parts: 1) Present Concept of Long-Term Financial Planning and Policies; 2) Develop 
Financial Principles; and, 3) Develop Financial Polices. 
 
The first part was conducted at a joint meeting of the City Council and FRC on September 
12, 2017.  The consultant is using information he gathered from that meeting, and working 
with staff to produce drafts of both the financial principles and financial policies.  While 
the draft financial policies will be discussed at each of the next several FRC meetings, 
the principles will be timed to encompass not only what is gathered from the policy 
development, but will also be shaped by the discussions and results of the strategic 
planning process the City Council will be conducting over the next few months. 
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As had been discussed many times during the spring at both the FRC and Council 
meetings, and as communicated in the City’s budget, the plan is to have the financial 
policies, long-term financial plan and strategic plan update completed by Spring 2018 to 
inform a discussion about amending the FY19 budget. 
 
DISCUSSION: 
 
The Financial Policy discuss before the FRC today is first of three “waves” of policies as 
outlined in the GFOA contract, as shown below: 
 

Wave 1: Fees and Reserves 
Wave 2: Capital Asset Management and Operating Budget 
Wave 3: Long-Term Financial Planning (including long-term liabilities) 

 
Supporting Document A is the first draft of the User Fee Subsidy Policy.  The City has no 
user fee policy, and thus this will be the first such policy to be considered by the City.  
Based on input at prior FRC meetings, and what our GFOA consultant heard during his 
meetings with us in September, a base premise is that fees should be set such that no 
subsidy is provided to uses unless there is a greater public benefit as decided by the City 
Council.  Staff believes the draft policy meets those objectives, and looks forward to 
further discussion and input from the FRC. 
 
Supporting Document B is the first draft of a Reserve Policy.  The City currently has a 
Reserve Policy adopted by the City Council in 2006 (see Supporting Document C).  The 
proposed policy was drafted by GFOA based on their experience with other agencies 
across the country, coupled with information gathered by the consultant at his meetings 
with us in September along with subsequent discussion with staff.  The draft Reserve 
Policy, in my opinion, needs additional work in the form of risk assessment prior to setting 
reserve amounts.   
 
GFOA has a robust risk assessment process that the consultant and I both agree should 
be completed.  I suggest that the FRC consider assigning two of its members to work 
through the assessment with the consultant and staff and bring back the results at a future 
meeting. 
 
Wave 2 of the Financial Policy component of this project will be brought forward at the 
next FRC meeting. 
 
SUPPORTING DOCUMENTS                                                                                    PAGE#: 
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ATTACHMENT A  
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ATTACHMENT B     
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ATTACHMENT C 
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