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Work Session
Feedback from this work 
session is sought to give 
guidance to staff on the Reserve 
Fund Balance Policy draft in 
order to bring a final version to 
Council for consideration and 
adoption at an upcoming public 
meeting
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Background
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The Audit Committee met 
7/14/2020
8/5/2020 
8/26/2020

to review the City’s budgeted and actual fund balance 
trends as well as best practices and literature regarding 
municipal reserve policies to give staff parameters for 
updating McMinnville’s reserve and fund balance policy



McMinnville Reserve Review 
Considerations
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Credit 
Impact

City of McMinnville    Council Meeting on Reserves     September 2020



General Fund Reserve Trends
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General Fund Reserve Trends
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* Fiscal year data is based on CAFR restatements



General Fund 
Revenues
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Approximately 75% 
of revenues are 
inelastic, sheltering 
the City from the 
immediate impacts 
of economic 
downturns



Property Tax 
Focus
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The top ten 
property tax payers 
make up less than 
9% of all revenues 
collected; revenue 
diversification is a 
good thing. 

FY19 CAFR p. 147



Policy Guidance
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Reserve and Fund Balance 
Policy based on reporting 
requirements and best 
practices from two 
organizations



McMinnville Reserve and 
Fund Balance Policy Elements 
Considerations
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Reserve Policy Purpose
• Ensure present and future 
municipal service levels

•Withstand the next 
economic downturn or fiscal 
stress (natural disaster, 
other emergency, revenue 
or cash short fall)

• Promote equitable and 
stable rate, charge and fee 
structures
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Reserve Policy Purpose
• Protect the City’s 
creditworthiness and bond 
rating

• Provide flexibility to respond 
to unanticipated 
opportunities

• Consider long‐term financial 
planning needs, including 
retirement system rate 
increases
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Prudent Reserve for 
General Fund
• Realistic and achievable – credit worthiness
• Financial uncertainty – ability to move quickly 

further constrained
• Revenue comparatively stable – less urgency to 

sequester resources beyond the GFOA 
minimum
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Reserve Calculation
Reserves = budgeted contingencies + capital 
savings reserves + unassigned ending fund balance

Operating expenses = personnel cost + materials 
and services carrying costs

Historically McMinnville has included all 
unrestricted fund balances, which incorporates 
LOSAP reserve. Excluding this assigned reserve 
from the calculation will reduce the reserve 
level percentage
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Reserve 
Communications
City Budget Process continues to be primary 
methodology
Criteria Established for off 
cycle discussions, like mid‐
year FY21 review given
Covid‐19 uncertainty
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Reserve Targets for all Funds
Reserve standards for all City funds based on 
purpose and characteristics of each fund

Governmental v. Enterprise funds reserve 
calculations
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Fund Balance 
Definition

Difference between 
assets and liabilities in 
governmental funds
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Working Capital
Definition
Difference between 
current assets and 
current liabilities in 
proprietary funds
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Budgeting Approach
Strategic priorities and Council 
goal setting activities are key
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inputs for staff 
preparing annual 
budget 
proposals



Budgeting Approach
Add 
• Core services analysis
• Reserve target as budget floor
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Compliance Cleanup
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• Define process for 
establishing committed 
and assigned fund balance 
categories

• Expenditure hierarchy goes 
from reserved, committed, 
assigned and only then 
unassigned fund balances

GASB 54 Requirements



Questions? Thoughts?
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