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December 18, 2018 City of Bothell

Council, Citizens and Stakeholders:

Attached for your review is the City’s quarterly budget status report as of September 30,
2018. The budget period described in this report is 87.5% complete.

As of September 30, 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 estimated operating deficit of $2,659,084 for the 2017-2018
biennium. This estimated deficit is down from $3,225,152 as of June 30.

General Fund revenues in the seventh quarter of the biennium (July-Sept 2018) were
down $322,763 from revenues in the sixth quarter. $153,954 of this decline can be
attributed to four significant refunds that were deducted from the City’s August sales tax
revenues by the Department of Revenue (DOR). Large refunds of this type are typically
the result of DOR taxpayer audits (similar to the $249,931 refund that was withheld in
May 2017.)

Seventh quarter General Fund expenditures were up $440,898 from the sixth quarter.
This increase was primarily in the maintenance & operations (M&O) area. Expenditures
in this category often vary from quarter to quarter and are more difficult to project.

The revenue decrease and expenditure increase in the seventh quarter were mitigated
by several strategic actions taken to reduce General Fund expenditures, which included:

e Suspending the transfer of a portion of business license revenues ($500,000 per
year) from the General Fund to the Street Fund for 2017-18.

e Not transferring $500,000 from the General Fund to the Capital Improvements
Fund in 2018 to apply to the City Hall lease payment. Real Estate Excise Tax
(REET) revenues will be used instead.

e Transferring $274,074 in legal expenditures connected with the Parr Creek flood
mitigation project from the General Fund to the Storm & Surface Water Fund.

Revenues in the eighth quarter (October — December) will ultimately determine the actual
amount of the 2017-18 deficit — particularly retail sales tax revenues, which are more
heavily weighted toward year-end. In 2017, for example, November and December made
up just over 20% of the City’s total retail sales tax revenue for the year.

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

Maureen Schols
Interim Finance Director

18415 101st Ave. NE
Bothell, WA 98011
425.806.6100
www.ci.bothell.wa.us
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Notable Highlights

Retail sales tax receipts through June 2018 were up $612,439 (9.6%) compared to 2017.
(2017 results included a $249,931 refund made by the Department of Revenue to an out-
of-state taxpayer.)

Major 2018 year-to-date development revenues compared with 2017:
Construction sales tax: up $383,834 (19.3%)

Building permits: up $501,510 (52.6%)

Plumbing/mechanical permits: up $319,606 (154.9%)
Pre-application fees: up $19,872 (38.6%)

Plan check fees: up $2,752 (0.3%)

Development review fees: up $164,989 (23.1%)

Increases in development revenues are used to support the increased demand for
development services by hiring additional staff and consultants to deliver services and
meet review turn around deadlines.
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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.

Council Emphasis Areas Inflow/Outflow

Comments

Inflow $1,128,901| Includes Accounts Receivable
2018 Development Review Fees Outflow ($1,246,575) Includes Overhead
Net ($117,674)
Inflow $2,873,947
2018 Permitting Fees Outflow ($1,895,320) Includes Overhead
Net $978,627
Inflow $1,219,983| 2018 Reimbursement to GF
2018 CFP Staff Outflow ($1,219,983)| 2018 GF Salaries/Benefits
Net $0
2018 $2,100 24 rebates
Utility Tax Rebates 2017 $1,825 22 rebates
Difference $275
Economic Indicators
September 2018 unemployment rates:
United States: 3.7%
Washington State: 4.4%
Seattle/Bellevue/Everett: 3.4%
Consumer Price Index (CPI) data:
CPI-U (all urban consumers)
e U.S. city average, July 2018 — September 2018 0.2%
e Seattle/Tacoma/Bremerton, June 2018 — August 2018 -0.3%
e U.S. city average, September 2017 — September 2018 2.3%
e Seattle/Tacoma/Bremerton, August 2017 — August 2018 3.1%
CPI-W (urban wage earners)
e U.S. city average, July 2018 — September 2018 0.1%
e Seattle/Tacoma/Bremerton, March 2018 - August 2018 1.6%
e U.S. city average, September 2017 — September 2018 2.3%
e Seattle/Tacoma/Bremerton, August 2017 — August 2018 3.2%

Economic Forecast

The State Economic and Revenue Forecast Council’'s September 2018 Economic and
Revenue Forecast suggests that the US economic expansion continues to expand at a
solid pace. Job gains have remained solid, even as the economy is at full employment.

Seattle-area home prices continue to rise, but growth may be slowing - recent housing
construction was below the June forecast. Local inflation is well above the national
average, due to higher shelter cost inflation.
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https://www.bls.gov/news.release/archives/empsit_10052018.pdf
https://esdorchardstorage.blob.core.windows.net/esdwa/Default/ESDWAGOV/labor-market-info/Libraries/Economic-reports/MER/MER-2018-09.pdf
https://esdorchardstorage.blob.core.windows.net/esdwa/Default/ESDWAGOV/labor-market-info/Libraries/Economic-reports/MER/MER-2018-09.pdf
https://www.bls.gov/news.release/archives/cpi_10112018.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/sep18pub.pdf
https://erfc.wa.gov/sites/default/files/public/documents/publications/sep18pub.pdf
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General Fund Expenditures vs Budget YTD
as of September 30, 2018
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Property Taxes

Inflow 2017-18 Budget % of Budget
City Levy $19,971,229 $22,836,331 87.5%
EMS Levy $1,956,084 $2,123,233 92.1%
Other Taxes $75,447 $96,000 78.6%
Total $22,002,759 $25,055,564 87.8%

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* $15,976,292 $18,459,819 86.5%
Construction $5,172,283 $4,000,000 129.3%
Hotel/Motel $713,148 $801,003 89.0%
Criminal Justice $1,889,419 $1,980,858 95.4%
Total $23,751,143 $25,241,680 94.1%
2018 vs 2017
2018 YTD 2017 YTD Increase/Decrease
Retail* $7,019,711 $6,407,272 9.6%
Construction $2,373,433 $1,989,599 19.3%
Hotel/Motel $314,313 $324,777 -3.2%
Criminal Justice $835,621 $771,428 8.3%
Total $10,543,078 $9,493,076 11.1%

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

*In May 2017, the state Department of Revenue (DOR) withheld $249,931 from Bothell's
sales tax distribution to refund an out-of-state taxpayer who had overpaid use tax between
2011 and 2013.





Electric & Gas

Cable TV

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

Storm & Surface Water
Sanitation

Sanitation - Recycling
Gambling

Utility Tax Rebate
Total

Electric & Gas

Cable TV

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

Storm & Surface Water
Sanitation

Sanitation - Recycling
Gambling

Utility Tax Rebate
Total

Business & Utility Taxes

Inflow 2017-18 Budget % of Budget
$6,560,367 $9,588,981 68.4%
$1,410,629 $1,547,365 91.2%

$53,869 $64,000 84.2%
$2,069,520 $3,666,192 56.4%
$1,403,946 $1,642,612 85.5%

$479,348 $619,609 77.4%
$653,841 $605,206 108.0%

$71,788 $81,035 88.6%

$45,073 $30,200 149.2%

($4,225) ($5,600) 75.4%

$12,744,157 $17,839,600 71.4%

2018 vs 2017
2018 YTD 2017 YTD Increase/Decrease

$2,759,116 $2,821,789 -2.2%
$580,724 $621,448 -6.6%
$23,355 $23,687 -1.4%
$969,934 $744.,414 30.3%
$545,663 $505,346 8.0%
$170,245 $183,135 -7.0%
$290,637 $274,704 5.8%

$31,153 $30,415 2.4%

$22,283 $16,370 36.1%

($2,100) ($1,825) n/a
$5,391,010 $5,219,483 3.3%

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

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

Frontier/FIOS

Franchise Agreement Reviews
Business & Sign Licenses
Total

Alderwood Water District
Northshore Utility District
Frontier/FIOS

Total

Franchise/License Revenue

Inflow 2017-18 Budget % of Budget
$20,480 $10,000 204.8%
$696,572 $734,600 94.8%
$356,840 $397,669 89.7%
$160,050 $156,185 102.5%
$19,390 $0 n/a
$1,715,631 $1,980,300 86.6%
$2,968,963 $3,278,754 90.6%
2018 vs 2017
2018 YTD 2017 YTD Increase/Decrease
$313,687 $271,798 15.4%
$154,863 $149,450 3.6%
$68,104 $67,663 0.7%
$536,653 $488,911 9.8%





Non-Business Licenses & Permits

Inflow 2017-18 Budget % of Budget

Building Permits $2,703,929 $2,579,895 104.8%

Plumbing/Mechanical $823,063 $800,000 102.9%

Pre-Application Fees $137,944 $200,000 69.0%

Animal Licenses $111,138 $155,000 71.7%

Concealed Weapons $14,761 $14,000 105.4%
Ext of Const Noise Hrs $958 $0 n/a

Total $3,791,792 $3,748,895 101.1%

2018 vs 2017

2018 YTD 2017 YTD Increase/Decrease
Building Permits $1,454,663 $953,153 52.6%
Plumbing/Mechanical $525,942 $206,336 154.9%
Pre-Application Fees $71,315 $51,443 38.6%
Total $2,051,920 $1,210,932 69.4%

Intergovernmental

Inflow 2017-18 Budget % of Budget

Intergovernmental $2,485,658 $2,636,721 94.3%
Intergovernmental revenues include grants and entitlements.
Charges for Services

Inflow 2017-18 Budget % of Budget

Charges for Services $10,312,576 $11,144,045 92.5%
2018 vs 2017
2018 YTD 2017 YTD Increase/Decrease
MVA Fees $4,722 $1,713 175.7%
EMS Transport Fees $266,042 $146,920 81.1%
Plan Check Fees $893,342 $890,590 0.3%

Development Re;’fe";’ $880,431 $715,442 23.1%
Total $2,044,537 $1,754,665 16.5%

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 $1,275,866 $1,546,216 82.5%
CFP Staff Transfers $2,919,758 $4,104,894 71.1%
Total $4,195,624 $5,651,110 74.2%

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 $509,801 $812,100 62.8%
Other Miscellaneous $2,338,284 $1,663,940 140.5%
Operating Transfers - In* $9,058,045 $9,306,000 97.3%
Total $11,906,130 $11,782,040 101.1%
2018 vs 2017

2018 YTD 2017 YTD Increase/Decrease
Fines/Penalties/Criminal Costs $207,875 $242,212 -14.2%
Other Miscellaneous $897,872 $1,172,324 -23.4%
Operating Transfers - In $343,957 $246,204 39.7%
Total $1,449,705 $1,660,740 -12.7%

*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 $68,124,626 $74,534,019 91.4%

Maintenance & Operations $15,051,550 $16,561,475 90.9%
Capital $739,717 $273,073 270.9%

Interfund/Operating Transfers $4,745,993 $7,144 442 66.4%
Total $88,661,887 $98,513,009 90.0%

2018 vs 2017

2018 YTD 2017 YTD* Increase/Decrease
Personnel $30,243,107 $17,263,019 75.2%
Maintenance & Operations $6,342,203 $3,912,579 62.1%
Capital $132,967 $407,589 -67.4%
Interfund/Operating Transfers $1,416,847 $1,724,966 -17.9%

Total $38,135,124 $23,308,153 63.6%
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Other Major Funds Revenues vs Expenditures
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2017-18

Inflow/Outflow % of Budget
Budget
Street Inflow $7,241,364 $7,262,417 99.7%
Outflow $4,936,326 $6,592,303 74.9%

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

2017-18
Inflow/Outflow Budget % of Budget
. Inflow $6.130.618  $10.208,113  60.1%
Arterial Street Outflow $3403.764  $4.028.656  84.5%

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

(1)
Inflow/Outflow Budget % of Budget

Inflow $2,809,394 $86,000  3266.7%
Outflow $2,873,368 $219,000 1312.0%

Park Reserve

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

2017-18

(1)
Inflow/Outflow Budget % of Budget

Inflow $29,789,527 $51,664,324 57.7%
Outflow $43,610,520 $61,118,586 71.4%

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  $3390.283  0.0%
Water Inflow $10,638,066  $10,732.439  99.1%
Outflow $8.723.820  $13.306942  65.6%
Sewer Inflow $14.389.240  $15450181  93.1%
Outflow $11.961.354  $16,621,175  72.0%
Inflow $13.634.205  $14,845505  91.8%
Storm & Surface Water Outflow $9611.182  $15574.088  61.7%
. Inflow $3.151,962 $3.734.782  84.4%
Equipment Rental Outflow $3,151,962 $3.734.777  84.4%
) Inflow $2.429,389 $2.913.336  83.4%
Self-Insurance Outflow $2.428 873 $2.813.334  86.3%
Inflow $2.118,161 $2353.838  90.0%
Asset Replacement Outflow $2.073.397 $5808416  35.7%

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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