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Marysville

OFFICE OF THE MAYOR
Jon Nehring

1049 State Avenue
Marysville, Washington 98270
Phone (360) 363-8000
Fax (360) 651-5033
marysvillewa.gov

Mayor’s 2011 Budget Message

Date: November 1, 2010

To: Citizens of Marysville and City Councilmembers

From: Honorable Mayor Jon Nehring

Today | respectfully submit to you the 2011 Budget for the City of Marysville, my first budget as your Mayor.

Our nation and region continue to struggle under the financial pressures of an economy that is forecasted to
see tepid growth at best and, while Marysville has fared better than many jurisdictions, the trickle-down
impact the under-performing economy is having on our government services is very evident, both now and
for the foreseeable future.

We need to be mindful that the job market and economy is flat for the moment, but we don’t need to dwell on
it. | view our present economic circumstances as a fiscal wakeup call to action, and an opportunity to rethink

how we can deliver the full range of core public services to our Citizens more efficiently, using the innovative-
minded employees and limited resources that we have on hand.

This budget is based on the premise that while we face challenging times ahead and recovery may not arrive
as quickly as we hope, we must continue to move forward with an approach that is customer-focused and
reflects the vision and priorities of our community. Moreover, this spending plan was crafted with the priority
to look beyond 2011 and create financial stability for the long term through reducing expenditures,
replenishing depleted reserves, and paying off our debt more aggressively in the future.

In order to balance this budget, we took the same approach that cash-strapped families everywhere are
doing in their own homes today: be honest about what we can afford, focus funding on just our core priorities,
and save for tomorrow’s needs.

This spending plan seeks to maintain our City’s status as a desirable community in which to live, work and
play while maintaining the sound economic foundation our Citizens have come to expect. We are committed
to prudent fiscal management, effective service delivery under the most optimal terms feasible, and providing
our Citizens with the highest quality of life possible.

The 2011 Budget is $119 million, with a General Fund budget of $34.9 million, which is used for police and
courts, contracted fire and emergency services, parks and recreation, planning and engineering, street repair
and other basics required to run a city. The General Fund total represents a 4% increase above 2010 revised
spending levels.

This spending plan reflects a disciplined operating philosophy and responsible maintenance of our current
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and growing infrastructure. It applies not only to the General Fund budget, but to our enterprise funds
supported primarily through user charges, such as water, sewer and solid waste utilities, and Cedarcrest Golf
Course. Enterprise funds such as these should be solvent. We are restructuring a long-term obligation bond
at a lower interest rate to generate cost savings and better manage debt for the golf course. The golf course
restaurant was not economically supporting itself, and was closed as a result on Oct. 31. The City is
reviewing alternative food service options for the building.

The 2011 budget anticipates no new hires. Individual departments are holding open several positions that
would require Council action in order to be filled, including the Community Development Director post which
will continue to be covered by the Chief Administrative Officer, and vacant positions within the Police,
Executive, Finance departments and the Municipal Court.

City leaders learned in June that mid-year revenue projections showed a 2010 expense budget that was $2.5
million in the red, and an estimated $3 million shortfall anticipated for 2011. In order to resolve the budget gap
and achieve a balanced budget for both, City departments enacted several cost-reduction measures that
included operational cuts, restrictions on spending, and layoffs of 15 employees late in October. Layoffs and
vacancies mean that City government will begin 2011 with 249 full-time employees, 28 fewer employees than
budgeted in 2010. Staff reductions will save $1.8 million in the budget.

At the start of 2010, Marysville had an employee-to-citizen ratio of 5.6 employees per 1,000 citizens
(excluding fire personnel), attesting to the fact that Marysville government has historically run lean on staffing
levels, and will continue to do so. Comparatively, it is not uncommon for like-sized cities in Washington State
to maintain a level of 8-14 employees per 1,000 citizens.

Under this budget, reserves would equal about 6.5 percent of the General Fund at a level to protect against
fiscal uncertainty.

Many fiscal challenges factored into this budget, in addition to cost-saving measures that would help ease the
burden and continue to fund provision of basic City services at adequate levels:

¢ Mandated cost-of-living adjustments of 2.5% and 3% for represented employees in the Teamsters

Union and Marysville Police Officers Association collective bargaining units.

31% rise in Fire/Sno-Pac Annexation Increase.

Approved 2% annual rate adjustments for water, sewer and surface water services in 2011, and a
one-time 4.6% additional increase on sewer.

Employee premium health benefit rates are expected to show an 11% increase.

Management and non-represented employees will forgo cost-of-living increases in 2011.

Police overtime will be significantly reduced through a redeployment plan, which will shift some traffic
work to other specialized units as a means to maintain officer coverage on the streets and patrol
throughout the City and annexed areas; an overlap shift is also being added to provide maximum
coverage at high call load times.

e Police will expand on Electronic Home Monitoring service as a cost-effective alternative sentencing
option.

e Public defense costs increased sharply in 2010 under a newly issued contract, as did prosecution
costs after the transition to internal Prosecutor Services from contractor services, moves sought by
Police and the Municipal Court to provide a higher level of service.

 Court staffing levels were increased over the past two years based on population increases from
annexed areas in unincorporated Lake Stevens and Marysville, but filings have not increased as
much as anticipated.

e The City added a second full-time judge in 2010 to hear cases for Marysville and cities that contract
with the court, Arlington and Lake Stevens, providing the benefit of reduced docket times.

e Cuts were minor in the Streets Division due to the expanded coverage area that includes
maintenance of roads and rights-of-way in the Central Marysville Annexation area.

e Parks and Recreation staff reductions will impact facility and grounds maintenance of City parks. All
programs are being reviewed that will result in some revisions to existing services and program
offerings; all class and space utilization at community buildings is under review and overall cost
recovery goals are being carried out through the recreation program.

e The Marysville Parks and Recreation Activities Guide/Marysville Messenger city newsletter will be
printed on less-expensive paper stock, reducing the annual cost by more than 50% in 2011.
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Reduced professional services for lobbying.

Continuation of cost controls as in prior years for training, travel and janitorial services.

The City is seeking to acquire slightly used vehicles and equipment rather than brand new, in order to
extend the life of the City fleet and to meet our near-term operational needs.

Despite difficult times ahead that will test our resolve, we must stay focused on the key community priorities
and capital improvements that will serve our growing community when the economy rebounds — namely,
economic development, public safety, and our transportation infrastructure.

The City Council and | are steadfastly committed to economic development as the practical solution for
growing our economy, which will develop a strong, diverse tax base, increase revenues at existing levels of
taxation, and broaden our local job market. Marysville is well-positioned to create a vibrant center attractive
for business, employment and tourism. The slow-moving economy must not deter us from the groundwork
we are already laying to meet those needs.

One of my economic development priorities as Mayor is to create a regional manufacturing, light industry job
center for Marysville in the Smokey Point area. This area possesses the largest developable concentration of
commercial and light industrial-zoned property along I-5 from the U.S.-Canadian border south to Lacey. The
area is master planned with the potential to generate as many as 10,000 jobs in high-tech, other light industry
and manufacturing. These are jobs that can support families, and reduce travel times for people who
commute outside the area so that they have more time to spend with their families. Downtown and waterfront
redevelopment also remain the focus of our long-term intentions to create a more park-like, pedestrian-
friendly environment downtown, blending high-rise housing with a mix of new retail and office space. We are
working diligently to attract public and private sector investment to make these plans a reality.

Public safety is a high priority, and a core function of government. Our Police are second to none, using
integrated, innovative policing approaches that respond to community needs, while building partnerships with
the public to prevent crime and solve problems together for a safer community. Budget reductions will not
impact the key pro-active policing programs including the School Resource Officers (SRO) program under
partnership with the Marysville School District; crime analysis; the Marysville Volunteers Program (MVP)
crime prevention unit; K-9 program; Graffiti Task Force; and NITE Team, a swift-action team within the Police
Department that is serving warrants, arresting suspects, taking guns and drugs off our streets, and making
our neighborhoods safer. A redeployment plan in 2010 will shift traffic patrol work to other specialized units as
a means to maintain officer coverage, and add an overlap shift to provide maximum coverage of the entire
city limits at high call load times.

Our transportation infrastructure faces funding challenges in the current economic climate, but we are moving
ahead on key projects to ease congestion and improve driver and pedestrian safety. In all, $14 million of the
City’s $119 million budget is capital outlay for arterial street construction, which would derive funding from
federal and state grants, transportation mitigation fees, Real Estate Excise Taxes and other combined
sources.

Road projects include Ingraham Boulevard/88th Street NE project that opened in October 2010; 51st Avenue
between 84th and 88th Street to create more continuous north-south route for 51* and to reduce peak-hour
traffic congestion at 88" and State; the Lakewood Triangle Access/156th Street I-5 overcrossing in
Marysville’s north end to connect Smokey Point Boulevard with Twin Lakes Boulevard and the growing
Lakewood area; and the SR 9/SR 92 break in access project in the Sunnyside-Whiskey Ridge area, which
would create a new 40" Street NE corridor between Sunnyside Boulevard and the SR 9/SR 92 intersection.

My goal as Mayor is to promote a collaborative atmosphere as the means towards creating a prosperous
community that we can all be proud of at the end of the day. Marysville is a vibrant, diverse and growing
community where our younger generations deserve access to opportunities to live and work in the community
where they were raised and educated. All Citizens should be able to feel secure, valued, and appreciated for
their contributions to the character and social fiber that make our community the family-friendly place that it

is.

This budget builds on our priorities and community values.

Developing a budget is a shared effort that involves dozens of people throughout the City organization. |
commend the Councilmembers, department directors and staff for the hours of hard work, meaningful
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contributions and commitment they have invested during this year’s challenging budget process. | encourage
you to join me in thanking them for crafting a budget that establishes reasonable priorities for meeting the
increasing demands on our resources.

Tough choices lie ahead, but | can assure you that we will do whatever needs to be done to continue
providing quality services to our residents, even if it requires some sacrifice.

I look forward to working with the Council and Citizens in the coming year.

Respectfully,

) -

/'l7 p :
e (57/(// é/

Jon Nehring
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CITY OFFICIALS

ELECTED OFFICIALS

Jon Nehring Mayor 12/31/11
CITY COUNCIL
Jeff Vaughan Position 1 12/31/13
Donna Wright Position 2 12/31/13
Jeff Seibert Position 3 12/31/13
Michael Stevens Position 4 12/31/11
John Soriano Position 5 12/31/11
Lee Phillips Position 6 12/31/11
Carmen Rasmussen Position 7 12/31/11

ADMINISTRATIVE STAFF

Gloria Hirashima Chief Administrative Officer

Sandy Langdon Administrative Services/Finance Director
Grant Weed City Attorney

Vacant Community Development Director

Rick Smith Police Chief

Jim Ballew Parks and Recreation Director

Kevin Nielsen Public Works Director

Suzanne Elsner Court Administrator
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CITY OF MARYSVILLE
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THE HISTORY OF MARYSVILLE

To trace the origins of Marysville, today a prosperous, diversified north Snohomish County city of 36,210 with
a community exceeding 54,000, you need to return to 1872 and Marysville’s humble beginnings as a saw mill
town and trading post. James P. Comeford, proprietor of the original trading post and founder of Marysville,
and wife Mary, first arrived in the area in 1872, and paved the way for many pioneer families to follow. The
Comeford’s lived on the neighboring Tulalip reservations for six years, traveling the waterways and seeing to
the work of the 18 logging camps that were manned almost solely by Indians. The Marysville Historical
Society tells that in 1878 John Stafford, Louis Thomas and Truman Ireland and Captain William Renton,
traders in timber wanted to sell 1,280 acres, the land that became the town of Marysville, and Mr. Comeford
was willing to buy. He paid $450. He then built a store with living quarters attached and a small dock with a
plank road called Front Street.

By 1879 education became a need of the small but growing community, and Mrs. Comeford began teaching
classes in her home. A year later, Marysville opened a post office with Mr. Comeford as the first postmaster.
Mr. Comeford designed the original town in 1894 and a year later the platted area encompassed nine blocks
from the Tualilip Reservation to Liberty Street. The Comeford’s and their family’s store did good business
with the loggers and Indians in the area, and additional settlers arrived by steamboat to farm or work in the
busy mills that furnished the lumber for most early town buildings. The railroad tracks were laid through the
town in 1889, which brought many new residents to Marysville. In 1891, James Comeford incorporated the
town, and Mark Swinnerton was elected Marysville’s first mayor.

From these modest roots, Marysville has developed in an ideally located economic center in north
Snohomish County, one that offers residents and businesses a way of life that provides opportunities to
prosper, while preserving the unhurried qualities we have all come to treasure in this fast-growing region.
Led by a government that continues to demonstrate its commitment to customer service and to building a
healthy infrastructure through major public improvements, Marysville is poised for a strong and sound future.
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MISSION STATEMENT

The City of Marysville’s mission is to enhance the quality of life in our City by efficiently and innovatively
meeting the needs of the citizens and giving full value for public investment.

Whether you are a resident or a visitor, you will find that our City is progressive, and anticipating the future
while remembering what makes a city home.

In all of its activities, the City will foster the environment and deliver the best possible public service,
integrating the needs of residents and business. We encourage citizens to be actively involved in making
Marysville a better place to live, work, learn and play.

BUDGETS & BUDGETARY ACCOUNTING

The budget document sets forth the City’s financial plan for the 2011 fiscal year.

In the City of Marysville, annual budgeting begins with general direction provided by the City Council. The
City budget process serves the function of creating a framework to implement the policies set forth by that
body to administer the City organization and deliver the various services to the community. Under the
general guidance of the Mayor and Chief Administrative Officer, Department Directors have primary
responsibility for formulating budget proposals in line with the Mayor and City Council priorities.

Budgeting begins with an understanding of the needs and issues important to the community that the
government serves. General goals and priorities are identified in order to apply the available financial
resources of the City to specific funding proposals. Previous budgets are considered in this process, thereby
providing continuity with previous programming.

The budgeted appropriations (expenditures) must, by law, be balanced with either revenues and/or
unreserved fund balances. The budget document not only addresses operating expenditures for 2011 but
also incorporates major capital outlays to be undertaken during the year. These major capital outlays, in
many respects, set the course of the City for many years to come.

As necessary during the course of the year the budget may need to be amended. The City Administrative
Officer/Mayor has the authority to transfer budgeted amounts between programs within any fund; however,
City Council must approve any revisions that alter the total expenditures of a fund. When Council determines
that it is in the City’s best interest to increase or decrease the appropriation for a particular fund, it may do so
by ordinance.
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BUDGET PROCESS

The budget process is the single most comprehensive analysis of available resources and the allocation of
those resources to fund services for Marysville’s citizens. The budget document is designed to illustrate
clearly the resources that are available for appropriation, an analysis of the decisions about the allocation of
resources, and the resulting budget plan.

This budget document is developed in a manner to study and review the direction of the City of Marysville.
This document outlines the manner in which financial resources will be managed during the year. The
course the City is taking can be changed through the allocation of financial resources. The major groups who
participated in the budget process were the Mayor, City Council, Chief Administrative Officer, Department
Directors, City staff and interested Marysville residents.

The City of Marysville budget is adopted by ordinance in accordance with the requirements and time
limitations as mandated in state law Revised Code of Washington (RCW 35A.33). The budget must be
adopted as a balanced budget and must be in place prior to the expenditure of any City funds. The calendar
for the City of Marysville 2011 Budget was as follows:

BUDGET PROCESS STEPS JUL [ AUG | SEPT OCT NOV | DEC

1. Estimates of Revenues and Expenditures
prepared by departments.

2. Estimates submitted to Finance for
compilation.

3. Review of Program Requests by Directors,
Mayor & Chief Administrative Officer.

4. Budget workshops are held with City Council

5. Preliminary Budget submitted to City Clerk and
made available to the public 60 days before the
end of the fiscal year.

6. Public hearings are held at council
meetings.

7. Council approves budget by
December 31
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FINANCIAL STRUCTURE

The accounts of the City are organized on the basis of funds and account groups, each of which is
considered a separate accounting entity. Each fund is accounted for with a separate set of self-balancing
accounts that comprise its assets, liabilities, fund equity, revenues and expenditures or expenses, as
appropriate. The City’s resources are allocated to and accounted for in individual funds depending on what
they are to be spent for and how they are controlled. The city budgets each fund individually.

Accounting for the flow of dollars in and out of accounts varies depending upon whether the fund is of the
governmental or proprietary type. Government funds are designed to measure those financial resources on
hand at the end of a period that are available to be spent or appropriated in future periods. Proprietary funds,
on the other hand, are designed to reflect the overall economic health of the fund.

The following are the fund types and account groups used by the City of Marysville:
GOVERNMENTAL FUND TYPES:

All governmental funds are presented using the flow of current financial resources measurement focus. This
means that only current assets and current liabilities are generally included on their balance sheets.
Governmental fund operating statements focus on measuring changes in financial position, rather than net
income; they present increases (revenues and other financing sources) and decreases (expenditures and
other financing uses) in net current assets. The unreserved fund balance is a measure of resources
available to be spent.

General & Cumulative Reserve Funds

The General Fund 001 is the primary operating fund of the City. It accounts for all financial resources and
transactions except those required to be accounted for in another fund. This fund accounts for expenditures
incurred by the council, the municipal court, the executive department, the finance department, the legal
department, the community development department, police, fire, parks and recreation, library, engineering
and the public safety building. Its primary revenues are taxes and other charges including charges for
services provided by individual departments to other funds.
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Special Revenue Funds

These funds account for revenues derived from specific taxes, grants, or other sources which are designated
to finance particular activities of the City. The Street Fund 101 provides for road maintenance and its
revenues are shared sales tax with the General Fund and shared gas tax from the State of Washington. The
Arterial Street Fund 102 provides for arterial street improvements which are funded from state shared gas
tax. Due to a lack of funds, the City did not budget any activity in the Arterial Street fund. The Drug
Enforcement Fund 103 accounts for money and assets seized in illegal drug trafficking. These resources
are to be spent on enhancing drug enforcement. The Tribal Gaming Fund 104 accounts for funds provided
by the Tulalip Tribes to the City for the impacts of gambling activities on local law enforcement. The
Hotel/Motel Tax Fund 105 accounts for tourism promotion funds collected by the Hotel/Motel tax. The
Marysville Technology Infrastructure Fund 108 was established in 2004 to account for the fees collected
in association with the cable franchise agreement. The Ken Baxter Community Center Appreciation Fund
106 accounts for private donations to support the Baxter Center. The REET Funds 110 and 111 are
reserved for the receipt and transfer of real estate excise taxes to the appropriate capital project funds.

Debt Service Funds

These funds account for the accumulation of resources to pay principal, interest and related costs on certain
general long-term debt. The 2011 debt service funds include the 1996 Refunded ULTGO Fund 202 for the
public safety building, the 2010 Library Refunded LTGO Fund 204 which pays debt on the Library building,
LTGO Bonds and PWTFL Debt Fund 206 which pays debt on the purchase and remodel of the new City
Hall, Public Safety Building remodel, State Avenue renovation project, the Waterfront Park project, the
Courthouse and other City properties as well as debt service on bond issues providing funding for a number
of street construction projections. The LID Guaranty Fund 299 carries reserves funded by assessments
and would be used only in the case of a LID assessment default. The City does not budget for this fund.

Capital Projects Funds

These funds account for financial resources which are designated for the acquisition or construction of
general government capital improvements. Fund’s 305 & 310 account for major street and park capital
improvements. Revenue sources are real estate excise tax and mitigation fees.

PROPRIETARY FUND TYPES:

Proprietary funds are accounted for on a cost of services or “capital maintenance” measurement focus. This
means that all assets and all liabilities (whether current or non-current) associated with their activity are
included on their balance sheets. Their reported fund equity (net total assets) is segregated into contributed
capital and retained earnings components. Proprietary fund operating statements present increases
(revenues and gains) and decreases (expenses and losses) in net total assets. Proprietary funds disclose
cash flows by a separate statement that presents their investing and financing activities.

Enterprise Funds

These funds account for operations that provide goods or services to the general public and are supported
primarily through user charges (or where the governing body has decided that periodic determination of net
income is needed). Fund 401 Water/Sewer/Surface Water Operations accounts for billed water, sewer
services and surface water. Its revenues pay for maintenance and operation of the water and sewer system.
Fund 402 accounts for major water/sewer system capital improvements and capital improvements for
surface water drainage. The revenue for this fund comes from water and sewer capital improvement
charges. The Solid Waste Fund 410 provides solid waste collection services and is funded by user fees.
Fund 420, Cedarcrest Golf Course provides golf recreation and is funded by user fees. Fund 408 - 1977
Drought Relief and Fund 450 Water/Sewer Debt Service accounts for water/sewer debt service. Both
funds are funded through transfers from Fund 401.

XIII



CITY OF MARYSVILLE 2011 BUDGET

Internal Service Funds

These funds account for operations that provide goods or services to other departments or funds of the city
or to other governmental units on a cost-reimbursement basis. Fund 501, Fleet Services is funded by
interfund service charges for maintenance and replacement of the City’'s vehicles. Fund 502, Facilities
Maintenance is funded by interfund charges for building maintenance. Fund 503, Information Services is
funded by an interfund charge to all using departments for computer support and equipment replacement.
The charge also includes the cost of cell phone monthly service and equipment replacement.

FIDUCIARY FUND TYPES:

Fiduciary funds account for assets held by the city on behalf of individuals, private organizations, other
governments, and other funds. The city does not budget for Fiduciary Funds.

Expendable Trust Funds

These funds earn revenue and make expenditures on behalf of the parties for which a trust was established.
The entire income and principal of an expendable trust may be disbursed in the course of its operations;
accordingly, expendable trust funds are accounted for in essentially the same manner as governmental
funds. The city does not have any expendable trust funds.

Non-expendable Trust Funds

These funds earn revenue on behalf of the parties for which the trust was established, but the principal of the
trust must remain intact. Non-expendable trust funds are accounted for in essentially the same manner as
proprietary funds, since capital maintenance is a primary consideration. The city does not have any
nonexpendable trust funds.

Agency Funds

These funds are custodial in nature (assets equal liabilities) and do not involve the measurement of results of
operations.
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FLOW OF FUNDS STRUCTURE

Revenue Sources:

Property Taxes

—| Retail Sales & Use Tax

Taxes
Business Taxes

Other Taxes
Licenses & Permits
Intergonvermental Svcs
Charges for Services

Fines & Forfeits
Miscellaneous Revenue

Licenses & Permits
Services
Charges for Services
Fines & Forfeits
Miscellaneous Revenue

—]

Property Taxes |

Miscellaneous Revenue
Other Sources

Charges for Services
Intergovernmental Svcs
Miscellaneous Revenue

Other Sources

Charges for Services
Miscellaneous Revenue
Other Sources

Intergovernmental Svcs
Charges for Services
Miscellaneous Revenue
Other Sources

v General v Special v Debt v Capital v Enterprise ¥ Internal
Government Revenue Service Projects Funds Service
N Water/Sew er
Council City Streets g ULTGO 1996 GMA - Streets Operations Fleet Maintenance
Courts Arterial Streets Library GMA - Parks Utility Construction Facility Maintenance
Executive Drug Enforcement LTGO 03 & 07 » Drought Relief Information Services
Finance Tribal Gaming Solid Waste
Legal o« Hotel/Motel Golf Course
Baxter Center
Community Development Appreciation Debt Service
Police Paths & Trails
Fire i GMA REET |
Parks ) GMA REET I
Engineering
Library
Public Safety
Non-Dept
Cumm Reserve
Uses of Funds:
General Operational General Operational Bond Principal General Operational General Operational General Operational
Expenditures Expenditures and Interest Expenditures Expenditures Expenditures
Capital Capital Park Improvements Bond Principal Capital

Interfund Contributions

Road & Street
Construction

Interfund Contributions

XV

Road & Street
Construction

and Interest
Utility Construction

Interfund Contributions

Interfund Contributions
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BUDGET VS. ACCOUNTING BASIS

ACCOUNTING: Basis of accounting refers to when revenues and expenditures or expenses are
recognized in the accounts and reported in the financial statements. The Comprehensive Annual Financial
Report (CAFR) reports the status of the City's finances in conformity with generally accepted accounting
principles (GAAP) as applied to governmental units. The accrual basis of accounting is used for all funds
except the governmental fund types, expendable trust funds and agency funds, which use the modified
accrual basis of accounting.

The modified accrual basis differs from the accrual basis in the following ways:

1. Purchases of capital assets are considered expenditures.
2. Redemptions of long-term debt are considered expenditures when due.
3. Revenues are recognized only when they become both measurable and available to finance

expenditures of the current period. Revenues that are measurable but not available are recorded as
receivable and offset by deferred revenues.

4, Inventories and prepaid items are reported as expenditures when purchased.

5. Interest on long-term debt is not accrued but is recorded as an expenditure when due.

6. Accumulated unpaid vacation and sick pay and other employee benefits are considered expenditures
when paid.

7. Depreciation is recorded on an accrual basis only.

BUDGET BASIS: The Governmental Fund types (i.e., the General Fund, Special Revenues, Debt Service,
and Construction Fund) are budgeted on a modified accrual basis and can be directly compared to the fund
operating statements in the City annual report. The Proprietary fund types are budgeted on a modified
accrual basis and are depicted in the annual report using an accrual basis; therefore, these funds are not
directly comparable between the two reports.
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DEPARTMENT BUDGET NARRATIVES

Each department in the City is responsible for preparing budget narratives for all of the funds that the
department manages. Although the budget narratives are presented in a fund number order, the Council
budget hearings are scheduled by department. Below is a list of all of the departments and the funds that

belong to each.

DEPARTMENT

FUND FUND NAME HEAD
001.01 Council Chief Administrative Officer
001.02 Municipal Courts Court Administrator
001.03 Executive Chief Administrative Officer
001.04 Finance Finance Director
001.05 Legal Chief Administrative Officer
001.06 Human Resources Chief Administrative Officer
001.07 Community Development Community Development Director
001.08 Police Police Chief
001.09 Fire Finance Director
001.10 Parks Parks Director
001.11 Engineering Public Works Director
001.12 Library Facility Public Works Director
001.13 Public Safety Building Police Chief
001.99 Non-Departmental Finance Director

101 Streets Public Works Director

102 Arterial Streets Public Works Director

103 Drug Enforcement Police Chief

104 Tribal Gaming Police Chief

105 Hotel/Motel Tax Finance Director

106 Baxter Center Appreciation Parks Director

108 I/Net Communications Officer

110 GMA REET I Finance Director

111 GMA REET I Finance Director

| 202-206 I Debt Senice |Finance Director

305 GMA-Streets Public Works Director

310 GMA-Parks Parks Director

401 Water/Sewer Operations Public Works Director

402 Utility Construction Public Works Director

408 Drought Bond Debt Senrvice Finance Director

410 Solid Waste Public Works Director

420 Golf Course Operations Parks Director

450 Utility Debt Senvice Finance Director

501 Fleet Senvices Public Works Director

502 Facilities Maintenance Public Works Director

503 Information Senices Finance Director
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BUDGET POLICIES

Strategic Planning

The City of Marysville employs a strategic budgeting model that allows policies to be formulated and tested in
a budgetary context spanning a period of five years. The strategic model demonstrates the City’s ability to
accomplish long-term goals by showing the consequences of any given budget decision. Virtually all new
General Government services are “tested” within the framework of the strategic budget model prior to
implementation. In this manner, policy makers can examine the probable long-term outcome of many
possible decisions and select the one that serves the interests of Marysville’s citizens most effectively.

The Strategic outlook identifies fund balances, revenue patterns, and expense trends which are subject to
constant change. The Strategic Outlook does not illustrate future budgets, services, or programs in any
detail. The dynamic nature of local government, as well as historical precedent suggest that even the 2011
Operating Budget will be altered several times before the close of the year.

Fund Balance Policy

Fund Balance is defined as the excess of assets over liabilities, which is an unreserved, undesignated
resource that remains part of the General Government budget. The City desires to maintain a prudent level
of financial resources to guard its citizens against service disruption in the event of unexpected temporary
revenue shortfalls or unpredicted one-time expenditures. The Fund Balance has been accumulated to meet
this purpose, to provide stability and flexibility to respond to unexpected adversity and/or opportunities.

General Fund Balance: It is the policy of the City to establish and maintain a General Fund Balance of at
least ten percent (10%) of the total General Fund budgeted revenue, excluding the beginning fund balance
and identified one-time revenues. Any and all expenditures from the General Fund Balance Reserve account
shall require a super majority vote of the entire City Council

To allow for the transition to the General Fund Balance Reserve of ten percent (10%) level. As a result of the
economic downturn the City adopted a 6.5% General Fund Balance Reserve for the 2011 budget.

Balancing the Operating Budget

RCW 35.33.07 requires that the City adopt a balanced budget based on the following requirement:
“Appropriations shall be limited to the total estimated revenues contained therein including the amount to be
raised by ad valorem taxes and the unencumbered fund balances estimated to be available at the close of
the current fiscal year.”

The City adopts a statutorily balanced budget, but also seeks to adopt a structurally balanced budget. A
budget is statutorily balanced when total estimated resources (beginning fund balance plus revenues) equal
the total appropriation (expenditures plus ending fund balance). In a statutorily balanced budget, beginning
fund balance may be used as a revenue source. In contrast, in a structurally balanced budget, the total
expenditure appropriation is limited to the annual estimated revenues. In a structurally balanced budget,
beginning fund balance may not be used as a revenue source.

It is not uncommon for cities to rely upon the beginning fund balance as a “revenue” source. But, as
previously stated, it is Marysville’s strategic goal to attain structural balance, thereby eliminating relian