EXHIBIT A

City of Medina, Washington
Financial Management Policies

Fund Policies

Adequate fund levels are a necessary component of the City’s overall financial management
strategy and a key factor in external agencies’ measurement of the City’s financial strength.

General Fund Operating Balance: Minimum 25% Fund Balance

The City will strive to maintain General Fund Operating Balances at a minimum level of 25% of
the total General Fund Budgeted Expenditures.

The General Fund Operating Balance shall be created and maintained to provide sufficient cash
flow to meet the needs of daily financial operations.

In general, the City shall endeavor to support ongoing operations with ongoing revenues, but may
use General Fund Operations Balances on a limited basis to support City services pending the
development of a longer-term financial solution.

The General Fund Operating Balance shall not be used in a manner that puts the City in danger of
being unable to sustain future operations. If the General Fund Operating Balance falls below the
policy level stated above, it will be important for the City to create a long-term plan to replenish the
fund balance level.

Budget surpluses in the General Fund Operations Balance may be used on a limited basis to fund
operations and to fund reserve accounts if:

a) There are surplus balances remaining after all current expenditure obligations are met.

b) The City has decided that revenues for the ensuing budget year are sufficient to
support budgeted General Fund Operating needs.

A surplus is defined as the difference between the actual beginning fund balance and budgeted
beginning fund balance. It consists of “under-expenditures” and/or “excess revenues” over and
above the amounts included in the following year’s annual budget.

Reserve Account Policies

The City maintains Reserve Accounts for a Levy Stabilization Fund Account, a Contingency Fund
Account, a Capital Projects Fund Account, and an Equipment Replacement Account. The priority
or sequence for allocating reserves to these accounts is:



1. The Levy Stabilization Fund account up to the annual targeted amount identified in the
Levy.

2. The Contingency Fund account up to 25% of the annual general fund budgeted
expenditures.

3. Any remaining reserves allocated to the Capital Projects Fund, the Equipment
Replacement Account and/or the Levy Stabilization Fund as recommended by the City
Manager and/or Finance Director.

Levy Stabilization Fund

On the November 2019 ballot, Medina voters approved a 6-year increase to their City property
tax levy, starting in 2020, in order to maintain then-existing levels of service for the next 10 years.
A promise was made to the voters that these additional funds would be managed in such a way
as to keep those service levels in place for at least 10 years. The purpose of the Levy Stabilization
Fund is to hold excess amounts resulting from the levy increase during 2020-2025 and to draw
from the Levy Stabilization Fund to cover General Fund and Street Operations funding gaps
during 2026 to 2029 (or longer, if feasible).



