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City of Bothell

April 14, 2017

Council, Citizens and Stakeholders:

Attached for your review is the City’s quarterly budget status report as of December 31,
2016.

The General Fund'’s final operating deficit for the 2015-2016 biennium totaled $489,726.
The operating deficit through seven quarters of the eight-quarter biennium was $496,611.
As has been stated in previous reports, the deficit is due to a significant number of
unanticipated expenditures that occurred in both 2015 and 2016.

As outlined in the adopted 2015-2016 budget, $600,000 in excess revenues was
anticipated in both years to help reinstate the General Fund operating and Asset
Replacement Fund reserves. Both funds were spent down to maintain service levels
during the aftermath of the Great Recession. Reestablishing these reserves needs to be
a primary focus during the 2017-2018 biennium.

State law does not allow for modification of a biennial budget until the eighth month of the
first year of the biennium. With the close of the 2015-2016 budget, staff is now redirecting
focus to the 2017-2018 budget and preparing reserve reinstatement strategy options for
Council consideration.

Please contact me or the City Manager if you have questions concerning this report.

W

Tami Schackman
City of Bothell Finance Director

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


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

On December 31, 2016, the City concluded the eighth and final quarter of the 2015-2016
biennium. The budget period described in this report is 100% complete. The City’'s state
audited Comprehensive Annual Financial Report (CAFR) will be available in June.
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Citywide Eighth Quarter Highlights

Retail sales tax receipts for 2016 were up $1,032,073 (13%) over 2015. This figure
includes a one-time $465,276 prior year disbursement that resulted from an DOR audit.

Major 2016 development revenues versus 2015:
Construction sales tax: up $90,063 (4.1%)
Building permits: up $427,141 (42.8%)
Plumbing/mechanical permits: up $92,914 (41.2%)
Pre-application fees: down $20,107 (26.9%)

Plan check fees: up $33,231 (4.4%)

Development review fees: up $51,703 (6.7%)



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

General Fund Revenues vs Expenditures Pr
as of December 31, 2016 ol Bo

City of Bothell
Prepared on a Modified Accrual Basis

$90,000,000
$80,000,000
$70,000,000
$60,000,000
$50,000,000
$40,000,000
$30,000,000
$20,000,000

$10,000,000

$87,204,219

$87,693,945

H Revenues

mExpenditures

$0

REVENUES

EXPENDITURES

: 2015-16
Budget vs Actual F 0
udget vs Actual Figures Inflow/Outflow Budget % of Budget
Inflow| $193,106,441| $207,387,414 93.1%
CITYWIDE TOTAL*
Outflow| $173,737,942| $224,004,505 77.6%
Inflow $87,204,219 $87,498,323 99.7%
GENERAL FUND
Outflow $87,693,945 $87,694,520 100.0%
Inflow $3,800,933 $3,581,576 106.1%
STREET FUND
Outflow $4,886,308 $5,342,844 91.5%
CAPITAL IMPROVEMENTS Inflow $35,401,997 $38,590,424 91.7%
FUND* Outflow $28,863,459 $39,078,366 73.9%
Inflow $54,712,647 $63,679,385 85.9%
PROPRIETARY FUNDS
Outflow $42,189,638 $81,667,395 51.7%

*Excludes offsetting revenue and expenditure entries related to the initial valuation booking of the City Hall
capital lease, which are non-budgeted figures similar to long-term pension liability.
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The City Council requested that the following financial activities be tracked and reported

in Bothell's Quarterly Budget Status Report.

Inflow $1,134,211| Includes Accounts Receivable
2016 Development Review Fees Outflow ($1,464,793) Includes Overhead
Net ($330,582)
Inflow $2,532,283
2016 Permitting Fees Outflow ($2,224,284) Includes Overhead
Net $307,999
Inflow $1,546,849| 2016 Reimbursement to GF
2016 CFP Staff Outflow ($1,546,849)| 2016 GF Salaries/Benefits
Net $0
2016 $2,175 27 rebates
Utility Tax Rebates 2015 $2,375 33 rebates
Difference ($200)
Economic Indicators
December 2016 unemployment rates:
United States: 4.7%
Washington State: 5.2%
Seattle/Bellevue/Everett: 3.7%
Consumer Price Index (CPI) data:
CPI-U (all urban consumers)
e U.S. city average, Oct 2016 — Dec 2016 -0.1%
e Seattle/Tacoma/Bremerton, Oct 2016 — Dec 2016 0.0%
e U.S. city average, Oct 2016 — Dec 2016 2.1%
e Seattle/Tacoma/Bremerton, Dec 2015 — Dec 2016 2.6%
CPI-W (urban wage earners)
e U.S. city average, Oct 2016 — Dec 2016 -0.1%
e Seattle/Tacoma/Bremerton, Oct 2016 — Dec 2016 -0.1%
e U.S. city average, Oct 2016 — Dec 2016 2.0%
e Seattle/Tacoma/Bremerton, Dec 2015 — Dec 2016 2.5%

Economic Forecast

The State Economic and Revenue Forecast Council’'s March 2017 forecast states that

the national economy continued to expand at a moderate pace in the fourth quarter of
2016. The forecast includes anticipated increases in federal infrastructure spending, as
well as lower personal and corporate federal tax rates consistent with the House

Republican plan.

It is important to keep in mind that these measures have yet to be

implemented, and therefore Bothell has not modified its budget forecast to include these

speculative monies.

The state economy continues to expand at a higher rate than expected in previous
forecasts. Washington employment is now expected to grow by 2.3% in 2017, and

personal income is expected to grow by 5%.
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https://www.bls.gov/news.release/archives/empsit_01062017.pdf
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http://www.erfc.wa.gov/publications/documents/mar17pub.pdf
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Property Taxes

Inflow 2015-16 Budget % of Budget
City Levy $21,684,049 $21,869,036 99.2%
EMS Levy $1,763,047 $1,805,242 97.7%
Other Taxes $75,309 $70,000 107.6%
Total $23,522,404 $23,744,278 99.1%

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 $16,931,494 $17,806,835 95.1%

Construction $4,443,387 $4,000,000 111.1%

Hotel/Motel $776,047 $716,474 108.3%

Criminal Justice $1,909,354 $1,586,726 120.3%
Total $24,060,282 $24,110,035 99.8%

2016 Total 2015 Total Increase/Decrease

Retail $8,981,783 $7,949,710 13.0%
Construction $2,266,725 $2,176,662 4.1%
Hotel/Motel $404,515 $371,532 8.9%
Criminal Justice $992,744 $916,610 8.3%
Total $12,645,767 $11,414,515 10.8%

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.





Business & Utility Taxes

Inflow 2015-16 Budget % of Budget
Electric & Gas $7,136,944 $8,339,122 85.6%
Cable TV $1,551,522 $1,184,121 131.0%
PEG Fees (Cable TV) $60,973 $0 n/a

Telephone & Cellular $3,435,141 $3,421,197 100.4%
Water & Sewer $1,504,051 $1,366,567 110.1%
Sanitation $661,183 $605,206 109.2%

Gambling $31,409 $36,000 87.2%

Utility Tax Rebate ($4,550) ($9,600) 47.4%
Total $14,376,674 $14,942,613 96.2%

2016 Total 2015 Total Increase/Decrease

Electric & Gas $3,566,523 $3,570,421 -0.1%

Cable TV $832,653 $718,869 15.8%

PEG Fees (Cable TV) $31,391 $29,582 6.1%
Telephone & Cellular $1,701,247 $1,733,895 -1.9%
Water & Sewer $759,888 $744,163 2.1%
Sanitation* $278,065 $383,118 -27.4%

Gambling $16,302 $15,107 7.9%

Utility Tax Rebate ($2,175) ($2,375) -8.4%
Total $7,183,894 $7,192,780 -0.1%

*Sanitation service provider had erroneously been paying 6% tax instead of 5% throughout 2015 and
2016. Credit was issued in late 2016.

Franchise/License Revenue

Inflow 2015-16 Budget % of Budget
"Whatssup" Facilities (Parks) $13,459 $0 n/a
Alderwood Water District $668,422 $727,595 91.9%
Northshore Utility District $384,729 $167,500 229.7%
Frontier/FIOS $153,231 $134,000 114.4%
Franchise Agreement Reviews $1,360 $0 n/a
Business & Sign Licenses $1,812,331 $1,950,000 92.9%
Total $3,033,532 $2,979,095 101.8%
2016 Total 2015 Total Increase/Decrease
Alderwood Water District $335,416 $333,006 0.7%
Northshore Utility District $194,539 $190,190 2.3%
Frontier/FIOS $76,295 $76,936 -0.8%
Business & Sign Licenses $927,459 $884,873 4.8%

Total $1,533,708 $1,485,005 3.3%





Non-Business Licenses & Permits

Inflow 2015-16 Budget % of Budget
Building Permits $2,422,801 $2,085,384 116.2%
Plumbing/Mechanical $544,068 $480,000 113.3%
Pre-Application Fees $129,647 $130,000 99.7%
Animal Licenses $133,925 $180,000 74.4%
Concealed Weapons $16,177 $14,000 115.6%

Ext of Const Noise Hrs $154 $0 n/a
Total $3,246,773 $2,889,384 112.4%
2016 Total 2015 Total Increase/Decrease
Building Permits $1,424,971 $997,830 42.8%
Plumbing/Mechanical $318,491 $225,577 41.2%
Pre-Application Fees $54,770 $74,877 -26.9%
Total $1,798,232 $1,298,285 38.5%
Intergovernmental

Inflow 2015-16 Budget % of Budget

Intergovernmental $2,732,989 $2,228,300 122.6%

Intergovernmental revenues include grants and entitlements.

Charges for Services

Inflow 2015-16 Budget % of Budget
Charges for Services $9,456,534 $9,365,098 101.0%
2016 Total 2015 Total Increase/Decrease

MVA Fees $10,539 $8,254 27.7%

EMS Transport Fees $233,644 $271,163 -13.8%
Plan Check Fees $788,822 $755,591 4.4%
Development Re;’('eee";' $826,703 $775,000 6.7%
Total $1,859,708 $1,810,008 2.7%

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 $1,337,367 $1,327,678 100.7%
CFP Staff Transfers $3,608,248 $4,256,342 84.8%
Total $4,945,615 $5,584,020 88.6%

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 $740,746 $749,300 98.9%
Other Miscellaneous $1,088,670 $906,200 120.1%

Total $1,829,416 $1,655,500 110.5%

2016 Total 2015 Total Increase/Decrease

Fines/Penalties/Criminal Costs $391,381 $349,365 12.0%
Other Miscellaneous $607,901 $480,769 26.4%

Total $999,282 $830,134 20.4%

General Fund - Expenditures

Outflow 2015-16 Budget % of Budget

Personnel $67,586,214 $68,350,786 98.9%

Maintenance & Operations $14,592,053 $13,967,665 104.5%

Capital $371,062 $90,000 412.3%

Interfund/Operating Transfers $5,144,616 $5,286,069 97.3%

Total $87,693,945 $87,694,520 100.0%

2016 Total 2015 Total Increase/Decrease

Personnel $34,390,632 $33,195,582 3.6%

Maintenance & Operations $7,751,819 $6,840,234 13.3%

Capital $327,752 $43,310 656.8%

Interfund/Operating Transfers* $3,043,879 $2,100,737 44.9%
Total $45,514,083 $42,179,862 7.9%

*No Street Fund subsidy occurred in 2015. See Street Fund discussion.
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2015-16

Inflow/Outflow % of Budget
Budget
Street Inflow $3,800,933 $3,581,576 106.1%
Outflow $4,886,308 $5,342,844 91.5%

$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 utilized these monies for
operations spending during 2015 in lieu of a General Fund subsidy.

2015-16
[0)
Inflow/Outflow Budget Y% of Budget
. Inflow $4,877.290  $7.396.849  65.9%
Arterial Street Outflow $3.483.350  $3.483.350  100.0%

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 $828,521 $86,000  963.4%
Park Reserve Outflow $332,841 $363,000  91.7%

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

2015-16

0,
Inflow/Outflow Budget % of Budget

Inflow $35,401,997 $38,590,424 91.7%
Outflow $28,863,459 $39,078,366 73.9%

Capital Improvement*

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.

*Excludes offsetting revenue and expenditure entries related to the initial valuation booking of the City Hall
capital lease, which are non-budgeted figures similar to long-term pension liability.
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2015-16

Funds Inflow/Outflow % of Budget
Budget

. » Inflow $2.916,916 $2.626,072  111.1%
Combined Utility Systems Outflow $2.553.750  $15502.069  16.5%
Water Inflow $12,880.902  $13.186.622  97.7%
Outflow $9.106.720  $15113.624  60.3%
Sewer Inflow $16,254,153  $15.694,505  103.6%
Outflow $12,544,945  $16.635.696  75.4%
Inflow $14,368,976  $23.786,065  60.4%
Storm & Surface Water Outflow $9.663.143  $22.838230  42.3%
. Inflow $3.503.467 $3.654,526  95.9%
Equipment Rental Outflow $3.412.322 $3.667,506  93.0%
] Inflow $2.334 342 $2.329.027  100.2%
Self-Insurance Outflow $2.258.308 $2.354.407  95.9%
Inflow $2.453 891 $2.402,568  102.1%
Asset Replacement Outflow $2.650,180 $5555.863  47.7%

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 when
spending occurs, but instead is depreciated over time in accordance with generally
accepted accounting principles (GAAP). The following table lists capital spending from
2015-2016. alona with depreciation that was recoanized in 2015-2016.

Water
Sewer
Storm & Surface Water
Equipment Rental
Asset Replacement
Total

($ spent in 2015-16, but not

2015-16 “expenditures”)

2015-16 Capitalized Spending

(% expensed in 2015-16,
but not a cash outflow)

2015-16 Depreciation

$4,515,540 $1,056,021
1,529,847 881,391
10,337,095 1,297,435
0 9,416

2,547,811 1,902,163
$18,930,293 $5,146,426
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