RESOLUTION NO. 26-006

A RESOLUTION of the City Council of the City of SeaTac,
Washington, amending the City’s Financial Policies.

WHEREAS, it is necessary for the City Council to adopt City financial policies to
ensure that all financial matters of the City are addressed with care, integrity, and in the best
interest of the City; and

WHEREAS, the City Council deems it appropriate to adopt the revised financial
policies through Resolution; and

WHEREAS, such financial policies include lines of authority, general budget
policies, reserve policies, revenue policies, expenditure policies, purchasing and expense
controls, accounting, auditing, and financial reporting policies, debt policies, investment
policies, cost allocation policies, and other miscellaneous policies; and

WHEREAS, these financial policies were discussed at the Macro Budget Workshop
on May 12, 2026;

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF SEATAC,
WASHINGTON, DO ORDAIN as follows:

Section 1. The SeaTac City Council adopts the financial policies attached hereto as
Exhibit A.



PASSED this 9th day of June, 2026, and signed in authentication thereof on this 9th

day of June, 2026.

CITY OF SEATAC

/M‘f/ Nﬂh wiee

Seay ayet Negysse, Deputy Nk)lor

ATTEST:

Krjstina Gregg, City Cler|

Approved as to form:

Cindy Cbfsilles, City ﬁhteme-y)

[Financial Policies Resolution]



City of SeaTac
Financial Policies

Revised June 9, 2026

Revised June 25, 2024
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BASIC POLICY STATEMENT

The City of SeaTac is committed to the highest standards of responsible financial
management. The City, including the City Council, City Manager, and staff will
work together to ensure all financial matters of the City are addressed with care,
integrity, and in the best interest of the City.

The safekeeping, proper use and management of City resources are essential to
responsible and responsive public service and governance. Standards and best
practices for the management of City resources are set forth by entities that
include the Internal Revenue Service (IRS), State Legislature, State Auditor's Office
(SAO), Department of Revenue (DOR), Government Financial Officers' Association
(GFOA), Government Accounting Standards Board (GASB), and the SeaTac
Municipal Code (SMC). SeaTac's Financial Policies (Policies) support and augment
those provisions.
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APPLICATION AND ADMINISTRATION
The rules and procedures contained in this policy are designed to:
1. Protect the assets of the City of SeaTac;
2. Ensure the maintenance of open and accurate records of the City’s financial
activities;
3. Provide a framework of operating standards and behavioral expectations;
4. Ensure compliance with federal, state, and local reporting requirements;
and
5. Provide a means for the City Council to update and monitor these policies
with the assistance and cooperation of the City Manager and the Finance
Director.
The use of "shall" or “must” indicates the City's intent to closely adhere to the
stated policy. The use of "should" or "may" indicates a preferred approach. These
policies serve to guide the City Council while enabling flexibility for the Council to
respond to specific circumstances.
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LINES OF AUTHORITY

City Council

1. The SeaTac City Council shall adopt the budget by ordinance at the fund
level.

2. The Council has the authority to execute such policies as it deems to be in
the best interest of the City within the parameters of federal, state, and
local law.

3. Transfers of appropriations between departments or funds shall be
approved by a budget amendment of the City Council (SMC 3.40.110).

Council Committees
a. The Administration & Finance Committee (A&F) has the authority to
perform reviews of the organization’s financial activity.

City Manager
1. The City Manager has primary oversight responsibility for ALL budget
expenditures.
2. The City Manager may authorize transfers between individual
appropriations within any one department or fund (SMC 3.40.110).
3. The City Manager shall serve on the Investment Committee (SMC 3.41.010).

Departments
1. Department directors have primary responsibility for formulating budget
proposals in line with City Council and City Manager priority direction, and
for implementing, monitoring, and reporting once approved.

Finance Department

a. The Finance Department (Finance) is responsible for coordinating the
overall preparation and administration of the City's budget and Capital
Improvement Program. Finance assists department staff in identifying
budget problems, formulating solutions and alternatives, and implementing
any necessary corrective actions.

b. The Finance Director will exercise a secondary oversight responsibility for
ALL budget expenditures. This includes responsibility for both technical
errors and errors of judgment, which shall be brought immediately to the
attention of the responsible department head and the City Manager.
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c. The Finance Director shall serve on the Investment Committee (SMC
3.41.010).
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GENERAL BUDGET POLICIES

Budget Preparation

1.

The City of SeaTac shall prepare and adopt a biennial budget in accordance
with Chapter 35A.34 RCW, Ordinance 12-1010, and these Policies. Fiscal
years shall begin on January 1 and conclude on December 31. The budget
will be prepared on a cash basis. This differs from the financial statements,
which are reported on a GAAP basis.

. The budget shall be prepared in a manner that reflects the full cost of

providing services to the extent possible, which includes operating and
maintenance costs for capital projects.

. Ongoing resources shall be equal to or exceed ongoing expenditures. Each

City fund budget shall identify ongoing resources that at least match
expected ongoing annual requirements.

The budget shall account for onetime expenditures associated with an
employee's end of employment. The Finance Director shall establish
administrative procedures specifying the conditions under which such
funds may be expended.

. The City recognizes the need for participation in, and shall provide funding

to, area Human Service programs allocating 1.5% of General Fund operating
expenditures for this purpose.

One-time cash transfers and non-recurring ending fund balances will be
applied to reserves or to fund one-time expenditures; they will not be used
to fund ongoing programs.

On an annual basis, departments will review existing services for relevancy
and sustainability before proposing new ongoing services.

The City will continuously evaluate and improve process for greater
efficiency with a goal of spending 5% less than budgeted each biennium.

Downturns

a.

Short-term (anticipated less than one year) economic downturns and
temporary gaps in cash flow: Expenditure reductions or restrictions may be
imposed. Expenditures from the General Fund Unassigned Fund Balance, or
interfund loans may be used in accordance with the Interfund Loan policy.
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b. Long-term (greater than one year) revenue downturns: Revenue forecasts
shall be revised. When long-term revenue downturns are likely, deficit
financing (borrowing) is not a preferred fiscal response. Onetime and/or
ongoing expenses shall be reduced, new revenues shall be secured, reserve
funds may be used or a combination thereof-as necessary, to achieve a
balanced budget.

Budget Amendments

1. Provisions for amending the budget during the year in order to address
unanticipated needs, emergencies, or compliance with State of Washington
budgetary statutes will be provided by Finance. Any budget adjustments
requiring City Council approval will occur through a process coordinated by
Finance and will occur prior to fiscal year end.

2. Finance will review agenda items with potential fiscal impact submitted for
City Council action. The objective of these reviews is to ensure compliance
with the budget and disclosure of all fiscal issues to the Council. This
information will be presented in the Budget Significance section of each
agenda bill.

3. During the Mid-Biennium Review process, departments who have
underspent their budgets may request those funds (or a portion thereof) be
carried over into the next budget cycle. The department must provide the
reason for underspending and estimate the likely continuation of such
variances.

4. Requests for funds to be carried over at the end of a biennium budget cycle
shall only be for projects or contracts not completed in the previous budget
cycle. The department must provide the reason the project was not
completed and an estimated completion date.

Long-Range Financial Forecasts
1. Along-range financial forecast including a minimum of 6 years shall be
presented at the Macro-Budget Workshop and as part of the budget
approval process.

Decision Cards
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a. Decision Cards shall be required for new program requests in the
Preliminary Budget and the mid-biennial modification and shall include a
written assessment of:

i. How the proposal is consistent with identified City Goals.

ii.  Whether the service or program is mandatory (required by law) or
discretionary (optional), and whether the service or program can be
achieved through other means.

iii. The degree to which the service or program is fiscally sustainable.
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RESERVE POLICIES

General Fund
1. Adequate reserve 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. Collectively, the adopted
budget should include General Fund reserve balances equaling not less
than 4 months of the operating expenditures for the fiscal year. The
reserves specified by this policy consist of the General Fund Ending Fund
Balance.

. The reserve will be available for unforeseen, urgent, or emergency needs.

The reserve is intended to provide for revenue shortfalls; for expenditures
deemed necessary by the City Manager and City Council; and temporary
short-term interfund loans of a non-recurring nature.

. City Council authorization shall be required for expenditure of General Fund

Reserves.

If fund balance reserves fall below the 4-month target the City Manager
shall bring a written recovery plan to the Administration and Finance
Committee within 60 days. The recovery plan should include:

a. The budgetary reasons behind the fund balance reserve target;

b. Description of how revenue or expenditure levels will be adjusted to
match any new economic reality behind the use of fund balance as a
financing bridge;

c. The replenishment timeline (best practice states between 1-3 years);

d. Financial forecasts and economic conditions supporting the timeline;

e. Revenue sources that will be used to restore the reserve; including
nonrecurring revenue, budget surpluses, excess resources in
unrestricted funds.

Enterprise Funds

1.

Adequate reserve levels are a necessary component of the overall financial
management strategy for enterprise funds such as utilities, and a key factor
in external agencies' measurement of the City's financial strength.

. The City shall maintain reserves in the Enterprise Funds as follows:
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a. The reserve balance target for the Surface Water Management Utility
operations is the amount equivalent to 45 days of total budgeted
operating expenses.

b. The reserve balance target for the Surface Water Management Utility
capital is the amount equivalent to 10% of all Original Asset Values.

c. The reserve balance target for the Solid Waste & Environmental Utility
operations is the amount equivalent to 30 days of total budgeted
operating expenses.

3. City Council authorization shall be required for expenditure of Enterprise

Fund Reserves.

Capital Funds

1. The City shall maintain capital reserve funds to provide funding for three
years of the six years Capital Improvement Plan, less proprietary fund
projects.

2. The use of any reserves within the Capital Improvement Funds shall be
approved by the City Council.

3. Monies collected from the sale of assets shall be receipted into the fund
where the purchase originated.

4. Contributions to the capital reserve funds will be made as per the budget
recommendations set by the City Council.

Replacement Funds

1. The City shall maintain an Equipment Replacement Fund. Annual
contributions in the amount necessary to replace the equipment at the end
of its useful life shall be included in the operating expenses of departments
owning the capital equipment. Life-cycle assumptions and required
contributions shall be reviewed as part of the budget process.

2. Replacement reserves shall be established for equipment and computer
hardware/software with a value greater than $15,000, regardless of
whether the equipment is acquired via lease, gift or purchase.

3. Equipment and computer hardware/software with a value less than
$15,000, enrollment in the Equipment Replacement Fund is optional and
will be at the request of the purchasing Director.
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4. Monies collected from the sale of assets carried on equipment replacement
schedules shall be receipted to the Equipment Replacement Fund.

Special Revenue Funds
1. Special Revenue Funds are legally restricted for specific purposes. Balances
may occur in these Funds but shall not be used for any purpose inconsistent
with the Funds purpose until the original purpose for the Fund is achieved.
2. The Street Fund (102) shall maintain a reserve balance equaling not less
than 4 months of the operating expenditures for the fiscal year.

12| Page



REVENUE POLICIES

General Policy

1. The City shall maintain revenue categories according to state statute and
administrative regulation as described in the State Auditor's Budgetary,
Accounting, and Reporting System (BARS).

2. The City shall be sensitive to the balance between the need for services and
the City’s willingness to raise fees, charges, and taxes to support those
services.

3. The City should strive to maintain a diversified mix of revenues in order to
maintain needed services during periods of declining economic activity.

4. All potential grants shall be carefully examined for matching requirements.
Some grants may not be accepted if the local matching funds cannot be
justified. Grants may also be rejected if programs must be continued with
local resources after grant funds are exhausted. For more information on
grants, refer to Policy CW-016 Grant Application and Acceptance.

Budgeting

1. Revenue estimates should be prepared on an objective basis to minimize
the economic fluctuations that could imperil ongoing service programs
during the upcoming budget cycle. Revenue increases greater than inflation
will require additional documentation.

2. Revenue estimates shall be based on forecasting methods recommended
by the Government Finance Officers Association (GFOA) and will likely be
conservative rather than aggressive.

3. Revenue forecasts for major revenues (those which represent at least 10%
of the General Fund) will develop a “conservative”, “optimistic” and “best
estimate” forecast and the rationale. The forecasts presented shall be
based on the best information available at the time and references to the

sources of information used in the estimates will be made available.

Taxes
1. The City Council shall not increase the regular property tax levy if General
Fund reserves are in excess of the target General Fund reserve policy.
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Fees

. All regular property tax revenues will be allocated to support General Fund

services unless there is a ballot measure approved by the voters that
directs a certain amount of the property tax capacity be used for other City
services.

. Sales tax revenues are designed to support general government operations

and will be allocated to the General Fund. Certain sales tax revenue sources
may be identified and allocated to other Funds as directed by the City
Council.

. The City shall develop and maintain a comprehensive schedule of fees and

charges. City fees and charges should be reviewed annually, by general type

as described below:

a. Development-related fees (land use, building and property, and
engineering fees) shall be established in the Fee Schedule; adjusted for
inflation annually using the CPI-W June to June Seattle Tacoma Bellevue
index, and periodically subjected to a comprehensive rate analysis. Fees
adjusted by inflation shall be rounded to the nearest $.50. Development
related fees should be based on recovering costs of permitting and
inspection services.

b. Recreation and park use fees shall be set by the Parks and Recreation
Director within ranges established by the Fee Schedule.

c. General fees (such as rental rates, copy charges, and other
miscellaneous fees) shall be established in the Fee Schedule. These
services should charge fees to assist in making these services self-
supporting.

d. Utility fees shall be set by ordinance and set at a level necessary to
support the costs of services in the fund and to maintain long-term
financial stability. To ensure that the enterprise funds remain self-
supporting, fee and rate structures shall fully fund the direct and
indirect costs of operations, maintenance, debt service, depreciation,
and reasonable system extensions.
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Monitoring/Reporting
1. The City will review contracts and leases which result in revenues to the
City annually in order to provide for careful evaluation by the City Council.
2. Periodic financial reports shall include trend analysis of the City's primary
sources of revenue.
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EXPENDITURE POLICIES

General Policy

1. The City shall maintain expenditure categories according to state statute
and administrative regulation as described in the State Auditor's Budgetary,
Accounting, and Reporting System (BARS).

2. Emphasis shall be placed on improving productivity, workplace innovation,
program evaluation, and alternative means of service delivery rather than
adding to the work force. The City shall invest in technology and other
efficiency tools to ensure high productivity. The City may hire additional
staff only after the need of such positions has been demonstrated and
documented, including assessment of alternative measures, such as
contracting for professional services and partnering with other
agencies/organizations.

Budgeting

Operating/On-Going

1. The City shall authorize only those ongoing, operating expenditures that
may be supported by ongoing operating revenues. Before the City
undertakes any agreements that would create fixed, ongoing expenses, the
cost implications of such agreements shall be fully determined for current
and future years with the aid of strategic financial planning models.

2. All compensation planning and collective bargaining will focus on the total
cost of compensation which includes direct salary, health care benefits,
pension contributions, and other benefits of non-salary nature which are a
cost to the City.

3. Budget surpluses resulting from vacant positions should not be used as
justification to increase expenses for operational or capital expenditures
purposes.

4. Enterprise Fund expenditures shall be fully supported by their own rates,
fees, and charges, not subsidized by the General Fund. The Enterprise
Funds shall pay their share of overhead costs and services provided by the
General Fund.
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5. The City shall assess funds for services provided internally by other funds.
The estimated cost of service shall be budgeted as an expense to the fund
benefiting from the service and the cost of the service shall be recognized
as revenue to the providing fund. A review of the method for determining
the amount of the interfund assessment shall be reviewed periodically. For
more information, refer to the City’s Cost Allocation Policy.

One-Time/Capital
1. Capital expenditures may be funded from one-time revenues, but the
operating budget expenditure impacts of capital expenditures shall be
reviewed for compliance with this policy provision.

Councilmember Compensation and Benefits

1. Councilmembers are not eligible to receive an annual cost of living increase
therefore; a compensation survey of Comparable Cities for Council
members shall be done each budget cycle to ensure compensation is
aligned with economic conditions and responsibilities.

2. This survey will be presented to the Administration and Finance Committee
for a recommendation for inclusion in the Biennial Budget through a
separate Ordinance.

3. Implementation of any revision in compensation shall be subject to RCW
35A.13.040 and Article XI, Section 8 of the Washington State Constitution.

a. Revisions shall be fixed by Ordinance.

b. Any increase or reduction in compensation shall not become
effective until the expiration of the term then being served by the
incumbent.

i. Example: Revisions approved in 2026 shall be effective for
Council positions 1, 3, 5, and 7 in 2028 and 2030 for Council
positions 2, 4, and 6. The Mayor’s compensation shall change
after their selection in 2028.
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Coronavirus State and Local Fiscal Recovery Funds (SLFRF)

1. The SLFRF program is a federal program created to provide governments
across the country with the resources needed to:

o Fight the pandemic and support families and businesses struggling with
public health and economic impacts

« Maintain vital public services amid declines in revenue resulting from the
crisis

o Build a strong, resilient, and equitable recovery by making investments that
support long-term growth and opportunity

2. The City will use SLFRF funds in accordance with the Final Rule provided by the
Treasury Department.
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PURCHASING AND EXPENDITURE CONTROL

(RCW 42.24.180, SMC 3.31, Resolution 07-014, and Section 3.8.5 of the State Budgeting Accounting &
Reporting System (BARS) Manual

1.

It is the general policy of the City that all expenditures be rationally related
to a public purpose and be reasonable in the amount and nature. All
significant purchases should be made only after an effort to compare prices
and alternatives from more than one vendor.

. Non-employees such as volunteers are required to get prior authorization

from staff before making purchases.

. All purchase orders and/or invoices will be signed by the responsible

department head or his/her designee (or City Manager), and reviewed by
the appropriate personnel in Finance for budget authority and proper
coding.

Invoices for the costs of public utilities, telephone, postage, copy machine
expenses, and others shared by more than one department will be
reviewed and approved by the Finance Director or his/her designee.

. The Finance Director is authorized to sign budgeted and approved contract

interval payments even though they may exceed his/her signing authority.
E.g. Police Services.

Purchases for the current fiscal year must be received prior to the end of
the calendar year in order to be included in the current biennium budget.
Otherwise, they will be charged to the next fiscal year.

All expenditures/expenses shall be pre-audited and certified by the Finance
Director or designee prior to submitting them to the City Council.

The accounts payable process occurs on the 5™ and 20t of each month. City
Council approval will occur at the following Council meeting.

If the City Council at the subsequent Council meeting (after review),
disapproves any such checks, the disapproved claims will be recognized as a
receivable of the City and collections of said receivable will be diligently
pursued until the amounts disapproved are collected or until the Council is
satisfied and approves the claims.
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ACCOUNTING, AUDITING, AND FINANCIAL REPORTING POLICIES

1. The City shall maintain a system of financial monitoring, control, and
reporting for all operations and funds in order to provide effective means
of ensuring that overall City goals and objectives will be met and to assure
the City's partners and investors that the City is well managed and fiscally
sound.

2. The City will maintain its accounting records in accordance with state and
federal law and regulations. Budgetary reporting will be in accordance with
the state’s budget laws and regulations. The City will report its financial
condition and results of operations in accordance with state regulations
and generally accepted accounting principles (GAAP) applicable to
governments.

3. The City will minimize the number of funds. The funds will be categorized in
accordance with GAAP for reporting purposes.

4. Quarterly financial reports shall be prepared by the Finance Department
and reported to the Administration & Finance Committee for the purpose
of monitoring forecasted, budgeted, and actual revenues and expenditures.

5. Ininstances when combined, actual revenues are less than combined,
budgeted revenues for a period of two consecutive quarters, the City
Manager shall put forth to the Administration & Finance Committee a
proposed budget amendment that responds to the underperformance of
revenues. The City Manager's proposed budget amendment shall include
an updated financial forecast and a written description of the anticipated
changes to performance measures, program outcomes, and levels of
service. This policy shall not preclude the City Manager from initiating
corrective action pursuant to his/her administrative authorities prior to
action by the City Council. The recommendation of the Administration &
Finance Committee shall be forwarded to the City Council.

6. The State Auditor will annually perform a financial and compliance audit of
the City's financial statements.
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DEBT

1. The city will conservatively manage debt obligations within the statutory

limits for debt capacity.

INVESTMENTS

1. The City’s Investment practices shall be in accordance with SMC 3.41 and

the Investment Policy.

OTHER POLICIES

Other polices referenced in this document but listed under separate cover
include:

1.

W Nk WN

Grant Application & Acceptance (CW-016)
Cost Allocation

Interfund Loans

Purchasing Policies and Procedures (SMC 3.31)
Travel Expense Policy

Purchase Card Policy (CW-031)

Cash Receipting and Cash Handling Procedures
Continuing Property (CW-012)

Investment Policy (SMC 3.41)
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