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August 6, 2018 —
City of Bothell

Council, Citizens and Stakeholders:

Attached for your review is the City’s quarterly budget status report as of March 31, 2018.
The budget period described in this report is 62.5 percent complete. Generally, this
report should have been completed by May 2018. However, the City purchased a new
financial software system and the extensive implementation process resulted in a delay.
The quarterly report ending June 2018 and all future reports will be prepared and
presented in a timely manner.

As of March 31, excluding the $8,156,000 one-time transfer of proceeds from downtown
property sales (as outlined in the Council-approved 2017 budget amendment), the
General Fund has an operating deficit of $3,030,808 for the 2017-2018 biennium.

The operating deficit for the first quarter of 2018 totaled $606,874. The majority of the
deficit from the first quarter ($576,676) involves unbudgeted public safety expenditures.

Fire personnel expenditures for the first quarter exceeded year-to-date 2018 budget
projections by $394,879.
e Salaries exceeded the amended budget by $94,559. The 2018 cost of living
adjustment (COLA) for firefighters (part of the adopted bargaining agreement in
2017) is 1.3% greater than budgeted.
e Overtime exceeded budget by $211,885. The overtime budget was reduced to
fund three overhire* positions, but overtime for the first quarter was $43,000 higher
than the first quarter of 2017.
e Benefits exceeded budget by $88,433. This overage is directly attributed to the
increase in salaries and overtime earned.

Police personnel expenditures for the first quarter exceeded year-to-date 2018 budget
projections by $181,797.

e Overtime exceeded budget by $125,955. The overtime budget was reduced to
fund five overhire* positions, but continuous position vacancies require the use of
overtime to maintain minimum staffing levels.

e Benefits exceeded budget by $55,842. This overage is directly attributed to the
increase in salaries and overtime earned.

Please contact me if you have questions concerning this report.

Jennifer Phillips
City Manager

*As part of the 2017 Council-approved budget amendment, an overhire strategy was implemented for Fire
and Police. Three firefighters, three police officers, and two Police Safety Communicator positions were
added - this strategy was intended to allow management the flexibility to mitigate the impacts of
employee iliness, disability, training, and retirements through a comparable savings in overtime.
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On March 31, 2018, the City concluded the fourth quarter of the 2017-2018 biennium.
The budget period described in this report is 62.5% complete.
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Notable Highlights
2018 first quarter retail sales tax receipts were up $238,463 (11.7%) compared to 2017.

Major 2018 year-to-date development revenues compared with 2017:
Construction sales tax: up $138,854 (25.5%)

Building permits: up $201,345 (106.5%)

Plumbing/mechanical permits: up $145,305 (296.1%)
Pre-application fees: up $2,118 (12.5%)

Plan check fees: up $7,087 (2.0%)

Development review fees: up $94,491 (33.7%)
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Graph includes $8,156,000 one-time transfer of proceeds (revenue) from downtown property sales
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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 $451,157| Includes Accounts Receivable
2018 Development Review Fees Outflow ($390,820) Includes Overhead
Net $60,337
Inflow $946,660
2018 Permitting Fees Outflow ($560,249) Includes Overhead
Net $386,411
Inflow $402,385| 2018 Reimbursement to GF
2018 CFP Staff Outflow ($402,385)| 2018 GF Salaries/Benefits
Net $0
2018 $150 2 rebates
Utility Tax Rebates 2017 $100 1 rebate
Difference $50
Economic Indicators
March 2018 unemployment rates:
United States: 4.1%
Washington State: 4.8%
Seattle/Bellevue/Everett: 3.8%
Consumer Price Index (CPI) data:
CPI-U (all urban consumers)
e U.S. city average, Jan 2018 — March 2018 0.7%
e Seattle/Tacoma/Bremerton, Dec 2017 — Feb 2018 0.8%
e U.S. city average, March 2017 — March 2018 2.4%
e Seattle/Tacoma/Bremerton, Feb 2017 — Feb 2018 3.3%
CPI-W (urban wage earners)
e U.S. city average, Dec 2017 - March 2018 1.2%
e Seattle/Tacoma/Bremerton, Aug 2017 — Feb 2018 1.9%
e U.S. city average, March 2017 — March 2018 2.4%
e Seattle/Tacoma/Bremerton, Feb 2017 — Feb 2018 3.5%

Economic Forecast

The State Economic and Revenue Forecast Council’s April 2018 Economic and Revenue
Update suggests that the US economic expansion is continuing, but at a slightly slower
pace. Consumer confidence remains at high levels, although job creation is slowing.

In March, the US Bureau of Economic Analysis released preliminary annual personal
income estimates for 2017. The 4.8% growth rate in Washington was the highest among
the states, and was well above the 3.1% growth rate for the US as a whole.

Local inflation remains above the national average — from February 2017 to February

2018, consumer prices in the Seattle area rose 3.3%, compared to 2.3% for the nation
over the same period.
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https://www.bls.gov/news.release/archives/empsit_04062018.pdf
https://esdorchardstorage.blob.core.windows.net/esdwa/Default/ESDWAGOV/labor-market-info/Libraries/Economic-reports/MER/MER-2018-03.pdf
https://esdorchardstorage.blob.core.windows.net/esdwa/Default/ESDWAGOV/labor-market-info/Libraries/Economic-reports/MER/MER-2018-03.pdf
https://www.bls.gov/news.release/archives/cpi_04112018.pdf
https://beta.bls.gov/dataQuery/find?fq=survey:%5bcw%5d&s=popularity:D
http://www.erfc.wa.gov/publications/documents/jun15pub.pdf
https://erfc.wa.gov/sites/default/files/public/documents/publications/apr18.pdf
https://erfc.wa.gov/sites/default/files/public/documents/publications/apr18.pdf
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Property Taxes

Inflow 2017-18 Budget % of Budget
City Levy $14,151,513 $22,836,331 62.0%
EMS Levy $1,261,076 $2,123,233 59.4%
Other Taxes $52,565 $96,000 54.8%
Total $15,465,154 $25,055,564 61.7%

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

The EMS levy is paid by Bothell's Snohomish County residents, who
approved a new six-year levy in November 2017. 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 2017-18 Budget % of Budget
Retail $11,234,033 $18,459,819 60.9%
Construction $3,481,881 $4,000,000 87.0%
Hotel/Motel $469,675 $801,003 58.6%
Criminal Justice $1,309,684 $1,980,858 66.1%
Total $16,495,273 $25,241,680 65.3%
2018 vs 2017
2018 YTD 2017 YTD Increase/Decrease
Retail $2,277,452 $2,038,989 11.7%
Construction $683,031 $544,177 25.5%
Hotel/Motel $70,840 $76,643 -7.6%
Criminal Justice $255,885 $238,868 7.1%
Total $3,287,209 $2,898,676 13.4%

There is a two month lag between when sales tax revenues are earned and
received. For example, March sales tax is received in late May.





Business & Utility Taxes

Inflow 2017-18 Budget % of Budget

Electric & Gas $4,952,488 $9,588,981 51.6%

Cable TV $1,024,872 $1,547,365 66.2%

PEG Fees (Cable TV) $38,337 $64,000 59.9%
Telephone & Cellular* $1,433,177 $3,666,192 39.1%
Water & Sewer $1,021,982 $1,642,612 62.2%

Storm & Surface Water $336,552 $619,609 54.3%
Sanitation $461,503 $605,206 76.3%

Sanitation - Recycling $51,019 $81,035 63.0%
Gambling $27,082 $30,200 89.7%

Utility Tax Rebate ($2,275) ($5,600) 40.6%
Total $9,344,737 $17,839,600 52.4%

2018 vs 2017
2018 YTD 2017 YTD Increase/Decrease

Electric & Gas $1,151,237 $1,220,242 -5.7%

Cable TV $194,967 $207,826 -6.2%

PEG Fees (Cable TV) $7,823 $8,028 -2.6%
Telephone & Cellular* $333,592 $344,231 -3.1%
Water & Sewer $163,698 $117,537 39.3%
Storm & Surface Water $27,448 $40,498 -32.2%
Sanitation $98,299 $91,840 7.0%

Sanitation - Recycling $10,384 $10,138 2.4%
Gambling $4,291 $4,581 -6.3%

Utility Tax Rebate ($150) ($200) n/a

Total $1,991,590 $2,044,721 -2.6%

*Major provider overpaid a total of $273,890 during 2015-2016. A refund was issued in August 2017.

Franchise/License Revenue

Inflow 2017-18 Budget % of Budget
"Whatssup" Facilities (Parks) $11,181 $10,000 111.8%
Alderwood Water District $478,542 $734,600 65.1%
Northshore Utility District $254,351 $397,669 64.0%
Frontier/FIOS $116,141 $156,185 74.4%
Franchise Agreement Reviews $14,390 $0 n/a
Business & Sign Licenses $1,200,328 $1,980,300 60.6%
Total $2,074,933 $3,278,754 63.3%
2018 vs 2017
2018 YTD 2017 YTD Increase/Decrease

Alderwood Water District $95,657 $77,929 22.7%

Northshore Utility District $52,374 $48,976 6.9%

Frontier/FIOS $24,194 $23,144 4.5%

Total $172,225 $150,048 14.8%





Non-Business Licenses & Permits

Inflow 2017-18 Budget % of Budget

Building Permits $1,639,664 $2,579,895 63.6%

Plumbing/Mechanical $491,492 $800,000 61.4%

Pre-Application Fees $85,704 $200,000 42.9%

Animal Licenses $78,753 $155,000 50.8%

Concealed Weapons $10,876 $14,000 77.7%
Ext of Const Noise Hrs $632 $0 n/a

Total $2,307,121 $3,748,895 61.5%

2018 vs 2017

2018 YTD 2017 YTD Increase/Decrease
Building Permits $390,398 $189,053 106.5%
Plumbing/Mechanical $194,372 $49,067 296.1%
Pre-Application Fees $19,075 $16,957 12.5%
Total $603,845 $255,077 136.7%
Intergovernmental
Inflow 2017-18 Budget % of Budget
Intergovernmental $1,949,614 $2,636,721 73.9%

Intergovernmental revenues include grants and entitlements.

Charges for Services

Inflow 2017-18 Budget % of Budget
Charges for Services $7,368,692 $11,144,045 66.1%
2018 vs 2017
2018 YTD 2017 YTD Increase/Decrease
MVA Fees $0 $1,042 -100.0%

EMS Transport Fees $98,161 $49,545 98.1%
Plan Check Fees $361,890 $354,803 2.0%
Development Re;’('eee"sv $375,286 $280,795 33.7%
Total $835,337 $686,186 21.7%

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 2017-18 Budget % of Budget
Interfund Services - Utilities $889,770 $1,546,216 57.5%
CFP Staff Transfers $2,029,827 $4,104,894 49.4%
Total $2,919,597 $5,651,110 51.7%

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 2017-18 Budget % of Budget
Fines/Penalties/Criminal Costs $379,176 $812,100 46.7%
Other Miscellaneous $1,599,688 $1,663,940 96.1%
Operating Transfers - In* $8,760,578 $9,306,000 94.1%
Total $10,739,441 $11,782,040 91.2%
2018 vs 2017
2018 YTD 2017 YTD Increase/Decrease
Fines/Penalties/Criminal Costs $77,249 $91,751 -15.8%
Other Miscellaneous $159,276 $200,917 -20.7%
Operating Transfers - In $46,490 $27,848 66.9%
Total $283,016 $320,516 -11.7%

*Includes $8,156,000 transfer from Capital Improvements Fund at year-end 2017, as outlined in Council-
approved 2017 budget amendment.

General Fund - Expenditures

Outflow 2017-18 Budget % of Budget
Personnel $47,926,963 $74,534,019 64.3%
Maintenance & Operations $10,798,549 $16,561,475 65.2%
Capital $606,751 $273,073 222.2%
Interfund/Operating Transfers $4,207,110 $7,144,442 58.9%
Total $63,539,372 $98,513,009 64.5%
2018 vs 2017
2018 YTD 2017 YTD* Increase/Decrease
Personnel $10,045,443 $8,575,506 17.1%
Maintenance & Operations $2,089,202 $1,977,448 5.7%
Capital $0 $261,400 -100.0%
Interfund/Operating Transfers $877,964 $860,307 2.1%
Total $13,012,609 $11,674,661 11.5%

*Q1 2017 personnel expenditures did not include retroactive pay that was paid in Q3 following the
completion of several collective bargaining agreements.
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Other Major Funds Revenues vs Expenditures
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2017-18

Inflow/Outflow % of Budget
Budget
Street Inflow $6,140,984 $7,262,417 84.6%
Outflow $3,524,603 $6,592,303 53.5%

Street Fund revenues include proceeds from the "Safe Streets & Sidewalks" levy that
was approved by voters in November 2016.

2017-18

Inflow/Outflow % of Budget
Budget
. Inflow $3,473,500  $10,208,113  34.0%
Arterial Street Outflow $2.490,302 $4.028,656  61.8%

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

2017-18
[0)
Inflow/Outflow Budget Y% of Budget
Inflow $1,556,586 $86,000 1810.0%
Park Reserve Outflow $198.859 $219.000 n/a

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

2017-18

0,
Inflow/Outflow Budget Y% of Budget

Inflow $21,829,217 $51,664,324 42.3%
Outflow $33,317,263 $61,118,586 54.5%

Capital Improvement

Capital Improvement Fund spending is in accordance with the Council-approved 2017-
2023 Capital Facilities Plan (CFP). A $8,156,000 operating transfer was made to the
General Fund at year-end 2017, as outlined in the Council-approved 2017 budget
amendment.
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2017-18

Funds Inflow/Outflow % of Budget
Budget

. » Inflow $0 $2.626,138 0.0%
Combined Utility Systems Outflow $0  $3.390.283  0.0%
Water Inflow $7.176.467  $10,732.439  66.9%
Outflow $5828093  $13,306942  43.8%
Sewer Inflow $99018.191  $15450181  64.2%
Outflow $8.607.105  $16,621,175  51.8%
Inflow $9450.194  $14.845505  63.7%
Storm & Surface Water Outflow $6.731.039  $15574.088  43.2%
. Inflow $2.210,084 $3.734,782  59.2%
Equipment Rental Outflow $2.210,084 $3.734.777  59.2%
Inflow $1.687,744 $2913336  57.9%
Self-Insurance Outflow $1,712.403 $2.813334  60.9%
Inflow $1,555 576 $2353.838  66.1%
Asset Replacement Outflow $1,309.857 $5808,416  22.6%

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

2017. alona with depreciation that was recoanized in 2017.

Water
Sewer
Storm & Surface Water
Equipment Rental
Asset Replacement
Total

($ spent in 2017, but not

2017 “expenditures”)

2017 Capitalized Spending

($ expensed in 2017
but not a cash outflow)

2017 Depreciation

$1,175,436 $669,458
967,959 541,044
679,498 1,230,982

0 3,960

715,617 938,544
$3,538,509 $3,383,987
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