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, City of Bothell
April 8, 2016

Council, Citizens and Stakeholders:

Attached for your review is the City’s quarterly budget status report as of December 31,
2015. The City is in the process of preparing its 2015 financial statements for review by
the State Auditor’'s Office. As in past years, the audited Comprehensive Annual Financial
Report (CAFR) will be available in June.

The General Fund’s operating surplus through four quarters of the eight-quarter biennium
was $181,705 — down from $199,701 at the end of the third quarter. As outlined in the
2015-2016 adopted budget, $600,000 per year in excess revenues was anticipated to
help reinstate operating reserves, which were spent down maintaining service delivery
levels during the aftermath of the Great Recession.

A number of unbudgeted expenditures (and one revenue shortfall) made up the majority
of the difference between the actual operating surplus and the $600,000 goal:

e $70,016 — Property tax receipts were less than the amount levied. These receipts are
going to be collected in the future — most likely in 2016.

e $37,561 — The City paid additional sales/use tax to the Department of Revenue (DOR)
following an audit of the operating periods 2011 through 2014.

e $83,351 — A number of expenditures connected with the move into the new City Hall
occurred in the fourth quarter. For example, the purchase of a motorized floor
scrubber, multiple monthly facility maintenance contract payments (facility, living wall
and parking garage) that were tentatively budgeted in the Capital Improvements Fund
under the City Hall project coding.

e $69,958 — Three unexpected director recruitments took place in 2015 (Community
Development, Human Resources and Parks & Recreation departments). A fourth
recruitment for a new City Attorney is currently underway.

e $90,000 — An operating transfer was needed to cover a shortfall in the 2008 GO
Refunding Bond Fund. These monies are to be recouped through 2016-2017 property
tax receipts.

e $24,920 — The City’s aging telephone systems in Police and Fire buildings are being
upgraded to enable compatibility with the new City Hall system. An additional $45,000
is being spent in 2016. The City is realizing a savings of $50,000 by expanding the
new City Hall system to include Police and Fire as compared to installing new
standalone systems that would be required in the near future.

e $8,225 — Parks & Recreation purchased a new turf sweeper needed to groom the
artificial turf playing fields and remove any sharp and dangerous objects from the turf.

Please contact the City’'s Finance Director if you have any questions concerning the
attached financial data, or any feedback regarding the new online format.

18415 101st Ave. NE
Bothell, WA 98011
425.806.6880
www.ci.bothell.wa.us


http://www.ci.bothell.wa.us/

On December 31, 2015, the City concluded the fourth quarter of the 2015-2016 biennium.
The budget period described in this report is 50% complete.
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Citywide Fourth Quarter Highlights

Retail sales tax for 2015 is up $38,919 (0.5%) over the previous year. 2014 revenue
included a one-time Department of Revenue (DOR) allocation ($323,500).

Major 2015 development revenues versus 2014:
Construction sales tax: up $155,117 (7.7%)
Building permits: down $19,161 (1.9%)
Plumbing/mechanical permits: up $13,270 (6.3%)
Pre-application fees were up: $30,401 (68.4%)
Plan check fees: down $192,060 (20.3%)
Development review fees: down $71,584 (8.5%)
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Council Emphasis Areas Inflow/Outflow Comments

Inflow $981,075| Includes Accounts Receivable
Development Review Fees Outflow ($1,427,916) Includes Overhead
Net ($446,841)
Inflow $1,973,406
Permitting Fees Outflow ($1,945,078) Includes Overhead
Net $28,328
Inflow $1,470,345| 2015 Reimbursement to GF
CFP Staff Outflow ($1,470,345)] 2015 GF Salaries/Benefits
Net $0
2015 $2,375 33 Rebates
Utility Tax Rebates 2014 $3,225 41 Rebates
Difference ($850)

The City Council requested that certain financial activities be tracked and reported in Bothell’s Quarterly
Budget Status Report. These activities are summarized above.

Economic Indicators

December 2015 unemployment rates:

United States: 5.0%
Washington State: 5.5%
Seattle/Bellevue/Everett: 4.6%

Consumer Price Index (CPI) data:
CPI-U (all urban consumers)

e U.S. city average, Oct 2015 — Dec 2015 -0.6%
e Seattle/Tacoma/Bremerton, Oct 2015 — Dec 2015 -0.2%
e U.S. city average, Dec 2014 — Dec 2015 0.7%
e Seattle/Tacoma/Bremerton, Dec 2014 — Dec 2015 2.2%

CPI-W (urban wage earners)

e U.S. city average, Oct 2015 — Dec 2015 -0.7%
e Seattle/Tacoma/Bremerton, Oct 2015 — Dec 2015 -0.1%
e U.S. city average, Dec 2014 — Dec 2015 0.4%
e Seattle/Tacoma/Bremerton, Dec 2014 — Dec 2015 2.3%

Economic Forecast

The State Economic and Revenue Forecast Council’'s November 2015 forecast states
that both the national and state economies continue to expand. Growth is expected to
moderate as the recovery matures, but underlying trends remain positive.

Washington employment has grown less than was expected in the September 2015
forecast, mainly due to a slowdown in construction employment growth.  Exports and
manufacturing activity have both weakened, but lower oil prices have helped keep
inflation moderate.
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Council, Citizens and Stakeholders:



Attached for your review is the City’s quarterly budget status report as of December 31, 2015.  The City is in the process of preparing its 2015 financial statements for review by the State Auditor’s Office.  As in past years, the audited Comprehensive Annual Financial Report (CAFR) will be available in June.



The General Fund’s operating surplus through four quarters of the eight-quarter biennium was $181,705 – down from $199,701 at the end of the third quarter.  As outlined in the 2015-2016 adopted budget, $600,000 per year in excess revenues was anticipated to help reinstate operating reserves, which were spent down maintaining service delivery levels during the aftermath of the Great Recession.



A number of unbudgeted expenditures (and one revenue shortfall) made up the majority of the difference between the actual operating surplus and the $600,000 goal:



· $70,016 – Property tax receipts were less than the amount levied.  These receipts are going to be collected in the future – most likely in 2016.

· $37,561 – The City paid additional sales/use tax to the Department of Revenue (DOR) following an audit of the operating periods 2011 through 2014.

· $83,351 – A number of expenditures connected with the move into the new City Hall occurred in the fourth quarter. For example, the purchase of a motorized floor scrubber, multiple monthly facility maintenance contract payments (facility, living wall and parking garage) that were tentatively budgeted in the Capital Improvements Fund under the City Hall project coding.

· $69,958 – Three unexpected director recruitments took place in 2015 (Community Development, Human Resources and Parks & Recreation departments).  A fourth recruitment for a new City Attorney is currently underway.

· $90,000 – An operating transfer was needed to cover a shortfall in the 2008 GO Refunding Bond Fund. These monies are to be recouped through 2016-2017 property tax receipts.  

· $24,920 – The City’s aging telephone systems in Police and Fire buildings are being upgraded to enable compatibility with the new City Hall system.  An additional $45,000 is being spent in 2016.  The City is realizing a savings of $50,000 by expanding the new City Hall system to include Police and Fire as compared to installing new standalone systems that would be required in the near future.

· $8,225 – Parks & Recreation purchased a new turf sweeper needed to groom the artificial turf playing fields and remove any sharp and dangerous objects from the turf.



Please contact the City’s Finance Director if you have any questions concerning the attached financial data, or any feedback regarding the new online format.18415 101st Ave. NE

Bothell, WA 98011

425.806.6880

www.ci.bothell.wa.us
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On December 31, 2015, the City concluded the third quarter of the 2015-2016 biennium.  The budget period described in this report is 50% complete.
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Citywide Fourth Quarter Highlights



Retail sales tax for 2015 is up $38,919 (0.5%) over the previous year. 2014 revenue included a one-time Department of Revenue (DOR) allocation ($323,500).



Major 2015 development revenues versus 2014:

· Construction sales tax:  up $155,117 (7.7%)

· Building permits:  down $19,161 (1.9%)  

· Plumbing/mechanical permits:  up $13,270 (6.3%)

· Pre-application fees were up $30,401 (68.4%)

· Plan check fees:  down $192,060 (20.3%)

· Development review fees:  down $71,584 (8.5%)



	











 The City Council requested that certain financial activities be tracked and reported in Bothell’s Quarterly Budget Status Report. These activities are summarized above.



Economic Indicators



December 2015 unemployment rates:

United States:				5.0%

Washington State:				5.5%

Seattle/Bellevue/Everett:  			4.6%



Consumer Price Index (CPI) data:

CPI-U (all urban consumers)

· U.S. city average, Oct 2015 – Dec 2015				-0.6%

· Seattle/Tacoma/Bremerton, Oct 2015 – Dec 2015		-0.2%

· U.S. city average, Dec 2014 – Dec 2015				 0.7%

· Seattle/Tacoma/Bremerton, Dec 2014 – Dec 2015		 2.2%



CPI-W (urban wage earners)

· U.S. city average, Oct 2015 – Dec 2015				-0.7%

· Seattle/Tacoma/Bremerton, Oct 2015 – Dec 2015		-0.1%

· U.S. city average, Dec 2014 – Dec 2015				 0.4%

· Seattle/Tacoma/Bremerton, Dec 2014 – Dec 2015		 2.3%



Economic Forecast



The State Economic and Revenue Forecast Council’s November 2015 forecast states that both the national and state economies continue to expand.  Growth is expected to moderate as the recovery matures, but underlying trends remain positive.



Washington employment has grown less than was expected in the September 2015 forecast, mainly due to a slowdown in construction employment growth.    Exports and manufacturing activity have both weakened, but lower oil prices have helped keep inflation moderate. 
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Inflow/Outflow


2015-16 


Budget


% of Budget


Inflow          $86,000,379  $203,147,394  42.3%


Outflow $78,067,939  $219,764,485  35.5%


Inflow          $42,361,568  $87,498,323  48.4%


Outflow $42,179,862  $87,689,520  48.1%


Inflow          $1,503,412  $3,581,576  42.0%


Outflow $2,374,281  $5,335,194  44.5%


Inflow          $11,091,474  $35,265,054  31.5%


Outflow $9,129,287  $35,765,646  25.5%


Inflow          $26,048,512  $62,772,385  41.5%


Outflow $20,368,109  $80,760,395  25.2%


Budget vs Actual Figures


CITYWIDE TOTAL


GENERAL FUND


STREET FUND


CAPITAL IMPROVEMENTS FUND


PROPRIETARY FUNDS




Microsoft_Excel_97-2003_Worksheet1.xls

Sheet1


			Budget vs Actual Figures						Inflow/Outflow			2015-16 Budget			% of Budget


			CITYWIDE TOTAL			Inflow			$86,000,379			$203,147,394			42.3%


						Outflow			$78,067,939			$219,764,485			35.5%


			GENERAL FUND			Inflow			$42,361,568			$87,498,323			48.4%


						Outflow			$42,179,862			$87,689,520			48.1%


			STREET FUND			Inflow			$1,503,412			$3,581,576			42.0%


						Outflow			$2,374,281			$5,335,194			44.5%


			CAPITAL IMPROVEMENTS FUND			Inflow			$11,091,474			$35,265,054			31.5%


						Outflow			$9,129,287			$35,765,646			25.5%


			PROPRIETARY FUNDS			Inflow			$26,048,512			$62,772,385			41.5%


						Outflow			$20,368,109			$80,760,395			25.2%
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Inflow/Outflow Comments


Inflow          $981,075 Includes Accounts Receivable


Outflow ($1,427,916) Includes Overhead


Net ($446,841)


Inflow          $1,973,406 


Outflow ($1,945,078) Includes Overhead


Net $28,328 


Inflow          $1,470,345  2015 Reimbursement to GF


Outflow ($1,470,345) 2015 GF Salaries/Benefits


Net $0 


2015 $2,375  33 Rebates


2014 $3,225  41 Rebates


Difference


($850)


Council Emphasis Areas


Development Review Fees


Permitting Fees


CFP Staff


Utility Tax Rebates




Microsoft_Excel_97-2003_Worksheet2.xls

Sheet1


			Council Emphasis Areas						Inflow/Outflow			Comments


			Development Review Fees			Inflow			$981,075			Includes Accounts Receivable


						Outflow			($1,427,916)			Includes Overhead


						Net			($446,841)


			Permitting Fees			Inflow			$1,973,406


						Outflow			($1,945,078)			Includes Overhead


						Net			$28,328


			CFP Staff			Inflow			$1,470,345			2015 Reimbursement to GF


						Outflow			($1,470,345)			2015 GF Salaries/Benefits


						Net			$0


			Utility Tax Rebates			2015			$2,375			33 Rebates


						2014			$3,225			41 Rebates


						Difference			($850)
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General Fund Revenues vs Budget YTD =
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General Fund Expenditures vs Budget YTD
as of December 31, 2015
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Property Taxes

Inflow 2015-16 Budget % of Budget
City Levy $10,697,793 $21,869,036 48.9%
EMS Levy $876,121 $1,805,242 48.5%
Other Taxes $34,599 $70,000 49.4%
Total $11,608,513 $23,744,278 48.9%

Property tax is a very stable revenue source. Projected revenues are accrued equally
throughout each year. Actual cash receipts occur primarily in April and October.

The EMS levy is paid by Bothell’'s Snohomish County residents, who approved a six-
year levy in 2011. King County residents pay an EMS levy directly to the County,
which in turn pays the City annually for providing Basic Life Support (BLS) services.

Other taxes include leasehold excise taxes and private harvest timber taxes, which are
received periodically throughout the year.

Sales/Use Taxes

Inflow 2015-16 Budget % of Budget

Retail $7,949,710 $17,806,835 44.6%
Construction $2,176,662 $4,000,000 54.4%
Hotel/Motel $371,532 $716,474 51.9%
Criminal Justice $916,610 $1,586,726 57.8%
Total $11,414,515 $24,110,035 47.3%

2015 YTD 2014 YTD Increase/Decrease
Retail $7,949,710 $7,910,792 0.5%
Construction $2,176,662 $2,021,545 7.7%
Hotel/Motel $371,532 $351,208 5.8%
Criminal Justice $916,610 $794,805 15.3%
Total $11,414,515 $11,078,350 3.0%

There is a one to two month lag between when tax revenues are earned and when
they are received. For example, December sales tax is received in late February.





Electric & Gas

Cable TV

PEG Fees (Cable TV)
Telephone & Cellular
Water & Sewer
Sanitation

Gambling

Utility Tax Rebate
Total

Electric & Gas

Cable TV

PEG Fees (Cable TV)
Telephone & Cellular
Water & Sewer
Sanitation

Gambling

Utility Tax Rebate
Total

"Whatssup" Facilities (Parks)
Alderwood Water District
Northshore Utility District

Frontier/FIOS
Business & Sign Licenses
Total

Alderwood Water District
Northshore Utility District**
Frontier/FIOS

Total

Business & Utility Taxes

Inflow 2015-16 Budget % of Budget
$3,570,421 $8,339,122 42.8%
$718,869 $1,184,121 60.7%
$29,582 $0 n/a
$1,733,895 $3,421,197 50.7%
$744,163 $1,366,567 54.5%
$383,118 $605,206 63.3%
$15,107 $36,000 42.0%
($2,375) ($9,600) 24.7%
$7,192,780 $14,942,613 48.1%
2015 YTD 2014 YTD Increase/Decrease
$3,570,421 $3,501,255 2.0%
$718,869 $560,903 28.2%
$29,582 $0 n/a
$1,733,895 $1,587,887 9.2%
$744,163 $611,203 21.8%
$383,118 $329,224 16.4%
$15,107 $17,304 -12.7%
($2,375) ($3,225) -26.4%
$7,192,780 $6,604,551 8.9%

Franchise/License Revenue

Inflow 2015-16 Budget % of Budget
$5,312 $0 n/a
$333,006 $727,595 45.8%
$190,190 $167,500 113.5%

$76,936 $134,000 57.4%
$884,873 $1,950,000 45.4%
$1,490,317 $2,979,095 50.0%

2015 YTD 2014 YTD Increase/Decrease
$333,006 $326,137 2.1%
$190,190 $141,322 34.6%

$76,936 $73,661 4.4%
$600,132 $541,119 10.9%

**NUD services a large portion of the territory that was annexed to the City in February 2014.





Non-Business Licenses & Permits

Inflow 2015-16 Budget % of Budget
Building Permits $992,565 $2,085,384 47.6%
Plumbing/Mechanical $225,250 $480,000 46.9%
Pre-Application Fees $74,877 $130,000 57.6%
Animal Licenses $68,653 $180,000 38.1%
Concealed Weapons $7,128 $14,000 50.9%
Total $1,368,473 $2,889,384 47.4%

2015 YTD 2014 YTD Increase/Decrease
Building Permits $992,565 $1,011,726 -1.9%
Plumbing/Mechanical $225,250 $211,980 6.3%
Pre-Application Fees $74,877 $44,476 68.4%
Total $1,292,692 $1,268,182 1.9%
Interg overnmental

Inflow 2015-16 Budget % of Budget

Intergovernmental $1,434,984 $2,228,300 64.4%

Intergovernmental revenues include grants and entitlements.

Charges for Services

Inflow 2015-16 Budget % of Budget

Charges for Services $4,576,819 $9,365,098 48.9%
2015 YTD 2014 YTD Increase/Decrease

MVA Fees $8,254 $11,052 -25.3%

EMS Transport Fees $271,163 $329,981 -17.8%

Plan Check Fees $755,591 $947,651 -20.3%

Development Re;’('eee"sv $775,000 $846,584 -8.5%

Total $1,810,008 $2,135,268 -15.2%

Charges for services also include recreation program fees.

Implementation of the MVA fee and an increase in the EMS Transport fee were
approved by Council in 2012. In 2013, the City also began collecting the EMS
Transport fee from residents of Fire District 10.





Interfund Services

Inflow 2015-16 Budget % of Budget
Interfund Services - Utilities $663,839 $1,327,678 50.0%
CFP Staff Transfers $1,786,778 $4,256,342 42.0%
Total $2,450,617 $5,584,020 43.9%

Interfund services represent payments made by the utility funds for their portion of
central City service costs — Finance, HR, City Manager, Clerk, IS, Legal, and Facilities.

Other Miscellaneous Revenues

Inflow 2015-16 Budget % of Budget

Fines/Penalties/Criminal Costs $349,365 $749,300 46.6%
Other Miscellaneous $475,184 $906,200 52.4%

Total $824,550 $1,655,500 49.8%

2015 YTD 2014 YTD Increase/Decrease

Fines/Penalties/Criminal Costs $349,365 $341,186 2.4%
Other Miscellaneous $475,184 $459,311 3.5%

Total $824,550 $800,497 3.0%

General Fund - Expenditures

Outflow 2015-16 Budget % of Budget
Personnel $33,195,582 $68,260,786 48.6%
Maintenance & Operations $6,840,234 $13,939,665 49.1%
Capital $43,310 $0 n/a
Interfund/Operating Transfers $2,100,737 $5,281,069 39.8%
Total $42,179,862 $87,481,520 48.2%
2015 YTD 2014 YTD Increase/Decrease
Personnel $33,195,582 $31,297,392 6.1%
Maintenance & Operations $6,840,234 $6,263,039 9.2%
Capital $43,310 $109,424 -60.4%
Interfund/Operating Transfers* $2,100,737 $2,190,482 -4.1%
Total $42,179,862 $39,860,337 5.8%

*No Street Fund subsidy is scheduled for 2015. See Street Fund discussion.
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2015-16

Inflow/Outflow % of Budget
Budget
Street Inflow $1,503,412 $3,581,576 42.0%
Outflow $2,374,281 $5,335,194 44.5%

$1,777,795 in one-time road tax revenue was received in 2014 from King County as a
result of the February 28, 2014 annexation. The Street Fund is utilizing these monies
for operations spending during 2015 in lieu of a General Fund subsidy.

2015-16
[0)
Inflow/Outflow Budget Y% of Budget
. Inflow $1,868,263  $7.389.199  25.3%
Arterial Street Outflow $1,130196  $3475700  32.5%

The Arterial Street Fund is funded through impact and mitigation fees. Spending
occurs through transfers to the Capital Improvement Fund for transportation projects.

2015-16
[0)
Inflow/Outflow Budget % of Budget
Inflow $326,014 $86,000  379.1%
Park Reserve Outflow $60,822 $363,000  16.8%

Park Reserve spending occurs through transfers to the Capital Improvement Fund.

2015-16
[0)
Inflow/Outflow Budget % of Budget
. Inflow  $11,091,474  $35,265,054  31.5%
Capital Improvement Outflow $9.129,287  $35,765646  25.5%

The $30 million Bond Anticipation Note (BAN) was repaid in early 2014 with proceeds
from the $30 million Local Infrastructure Financing Tool (LIFT) bond. Debt service
associated with the LIFT bond is 50% funded ($1 million annually) through a
reallocation of the State’s portion of sales tax receipts being directed to the City.
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2015-16

Funds Inflow/Outflow % of Budget
Budget

. N Inflow $1.607,264 $2.626,072  61.2%
Combined Utility Systems Outflow $1.244.0908  $15502.069  8.0%
Water Inflow $6.595.927  $13.186.622  50.0%
Outflow $4545364  $15113.624  30.1%
Sewer Inflow $7.848359  $15235505  51.5%
Outflow $6.097.921  $16,176.696  37.7%
Inflow $5760,748  $23.338.065  24.7%
Storm & Surface Water Outflow $4379311  $22.390230  19.6%
. Inflow $1,827.420 $3.654,526  50.0%
Equipment Rental Outflow $1,744.075 $3.667,506  47.6%
] Inflow $1,148 601 $2329027  49.3%
Self-Insurance Outflow $1,113.095 $2.354.407  47.3%
Inflow $1,260,193 $2402,568  52.5%
Asset Replacement Outflow $1,244 245 $5555863  22.4%

In October 2014, the City issued a combined utility revenue bond for $18,355,000.
Proceeds from the bond are designated for the following utility capital projects:

Water:
Water:
Sewer:
Sewer:
Sewer:

Penn Park Reservoir Improvements (W7)
Downtown Revitalization Utility Improvements — Water (W11)
Lift Stations #2 and #3 (S4 and S11)
Promontory Hillside Sewer Improvements (S8)

Downtown Revitalization Utility Improvements — Sewer (S9)
Storm/Surface Water: Horse Creek Improvements (SW11)

Funds will be transferred from the Combined Utility Systems Fund to the other three
utility funds on an as-needed basis to cover project expenditures.

Capital spending in proprietary funds is not recognized as an expenditure in the year
that spending takes place, but instead is depreciated over time in line with generally
accepted accounting principles (GAAP). The following table lists capital spending that

occurred durina 2015. alona with depreciation that was recoanized in 2015.

Water
Sewer
Storm & Surface Water
Equipment Rental
Asset Replacement
Total

($ spent in 2015,
but not 2015 “expenditures”)

2015 Capitalized Spending

($ expensed in 2015,
but not a cash outflow)

2015 Depreciation

$1,218,552 $502,592
332,222 426,861
6,433,178 461,142
0 5,456
1,469,407 792,156
$9,453,359 $2,188,207
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