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City of Bothell

October 28, 2016

Council, Citizens and Stakeholders:
Attached for your review is the City’s quarterly budget status report as of June 30, 2016.

The General Fund’s ongoing operating surplus through five quarters of the 2015-2016
budget was diminished to a $248,824 deficit at the end of the sixth quarter. This decrease
resulted primarily from various one-time unanticipated expenditures.

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. In 2016, staff anticipates a significant
amount of unbudgeted expenditures — similar to what the City experienced in 2015.
Revenues and expenditures continue to be closely monitored, but at this point it is unlikely
the anticipated surplus will materialize.

Please contact the City’'s Finance Director if you have any questions concerning this
financial report.

18415 101st Ave. NE
Bothell, WA 98011
425.806.6880
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On June 30, 2016, the City concluded the sixth quarter of the 2015-2016 biennium. The
budget period described in this report is 75% complete.
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2016 retail sales tax revenues were up $462,576 (12.4%) over the first half of 2015.

Major 2016 development revenues versus 2015:

Construction sales tax: up $50,146 (5.0%)
Building permits: up $203,469 (34.9%)
Plumbing/mechanical permits: up $57,953 (50.7%)
Pre-application fees: up $5,027 (19.3%)

Plan check fees: up $151,882 (43.9%)
Development review fees: down $36,818 (8.7%)
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: 2015-16
Budget vs Actual F 0
udget vs Actual Figures Inflow/Outflow Budget % of Budget
Inflow| $139,991,318| $203,147,394 68.9%
CITYWIDE TOTAL*
Outflow| $123,597,312| $219,764,485 56.2%
Inflow $64,371,153 $87,498,323 73.6%
GENERAL FUND
Outflow $64,619,977 $87,689,520 73.7%
Inflow $2,651,929 $3,581,576 74.0%
STREET FUND
Outflow $3,509,233 $5,335,194 65.8%
CAPITAL IMPROVEMENTS Inflow $22,038,862 $35,265,054 62.5%
FUND* Outflow $14,825,020 $35,765,646 41.5%
Inflow $41,714,441 $62,772,385 66.5%
PROPRIETARY FUNDS
Outflow $35,367,289 $80,760,395 43.8%

*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 $508,446| Includes Accounts Receivable
2016 Development Review Fees Outflow ($697,593) Includes Overhead
Net ($189,147)
Inflow $1,456,151
2016 Permitting Fees Outflow ($1,110,362) Includes Overhead
Net $345,789
Inflow $815,997| 2016 Reimbursement to GF
2016 CFP Staff Outflow ($815,997)| 2016 GF Salaries/Benefits
Net $0
2016 $400 5 rebates in Q1/Q2
2016 Utility Tax Rebates 2015 $225 3 rebates in Q1/Q2
Difference $175
Economic Indicators
June 2016 unemployment rates:
United States: 4.9%
Washington State: 5.8%
Seattle/Bellevue/Everett: 4.6%
Consumer Price Index (CPI) data:
CPI-U (all urban consumers)
e U.S. city average, April 2016 — June 2016 0.7%
e Seattle/Tacoma/Bremerton, April 2016 — June 2016 0.9%
e U.S. city average, June 2015 — June 2016 1.0%
e Seattle/Tacoma/Bremerton, June 2015 — June 2016 1.8%
CPI-W (urban wage earners)
e U.S. city average, April 2016 — June 2016 0.8%
e Seattle/Tacoma/Bremerton, April 2016 — June 2016 1.0%
e U.S. city average, June 2015 — June 2016 0.6%
e Seattle/Tacoma/Bremerton, June 2015 — June 2016 2.0%

Economic Forecast

The State Economic and Revenue Forecast Council’'s June forecast states that the
national economy grew at a weak pace in the first quarter of 2016, but moderate recovery
should continue. The state economy expanded at a faster than expected pace, but
exports continue to decline and the manufacturing sector is struggling.

Washington employment growth is expected to grow 2.4% in 2016, and to average 1.3%
per year in 2017 through 2021.
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Council, Citizens and Stakeholders:



Attached for your review is the City’s quarterly budget status report as of June 30, 2016.  



The General Fund’s ongoing operating surplus through five quarters of the 2015-2016 budget was diminished to a $248,824 deficit at the end of the sixth quarter.  This decrease resulted primarily from various one-time unanticipated expenditures.



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.  In 2016, staff anticipates a significant amount of unbudgeted expenditures – similar to what the City experienced in 2015.  Revenues and expenditures continue to be closely monitored, but at this point it is unlikely the anticipated surplus will materialize. 



Please contact the City’s Finance Director if you have any questions concerning this financial report.
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Budget Status Report

For the Quarter Ending June 30, 2016

Executive Summary
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[bookmark: _GoBack]On June 30, 2016, the City concluded the sixth quarter of the 2015-2016 biennium. The budget period described in this report is 75% complete.







Citywide Sixth Quarter Highlights



2016 retail sales tax revenues were up $462,576 (12.4%) over the first half of 2015. 



Major 2016 development revenues versus 2015:

· Construction sales tax:  up $50,146 (5.0%)

· Building permits:  up $203,469 (34.9%)  

· Plumbing/mechanical permits:  up $57,953 (50.7%)

· Pre-application fees:  up $5,027 (19.3%)

· Plan check fees:  up $151,882 (43.9%)

· Development review fees:  down $36,818 (8.7%)









*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.   





















The City Council requested that the following financial activities be tracked and reported in Bothell’s Quarterly Budget Status Report.





 

Economic Indicators



June 2016 unemployment rates:

United States:				4.9%

Washington State:				5.8%

Seattle/Bellevue/Everett:  			4.6%



Consumer Price Index (CPI) data:

CPI-U (all urban consumers)

· U.S. city average, April 2016 – June 2016			 0.7%

· Seattle/Tacoma/Bremerton, April 2016 – June 2016		 0.9%

· U.S. city average, June 2015 – June 2016			 1.0%

· Seattle/Tacoma/Bremerton, June 2015 – June 2016		 1.8%



CPI-W (urban wage earners)

· U.S. city average, April 2016 – June 2016			 0.8%

· Seattle/Tacoma/Bremerton, April 2016 – June 2016		 1.0%

· U.S. city average, June 2015 – June 2016			 0.6%

· Seattle/Tacoma/Bremerton, June 2015 – June 2016		 2.0%



Economic Forecast



The State Economic and Revenue Forecast Council’s June forecast states that the national economy grew at a weak pace in the first quarter of 2016, but moderate recovery should continue. The state economy expanded at a faster than expected pace, but exports continue to decline and the manufacturing sector is struggling.



Washington employment growth is expected to grow 2.4% in 2016, and to average 1.3% per year in 2017 through 2021.
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Citywide Revenues vs Expenditures
as of June 30, 2016

Prepared on a Modified Accrual Basis



Citywide	





Revenues	Expenditures	139991318.22	123597311.97	











General Fund Revenues vs Expenditures
as of June 30, 2016

Prepared on a Modified Accrual Basis



General Fund	





Revenues	Expenditures	64371152.93	64619976.629999995	
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Inflow/Outflow


2015-16 


Budget


% of Budget


Inflow          $139,991,318  $203,147,394  68.9%


Outflow $123,597,312  $219,764,485  56.2%


Inflow          $64,371,153  $87,498,323  73.6%


Outflow $64,619,977  $87,689,520  73.7%


Inflow          $2,651,929  $3,581,576  74.0%


Outflow $3,509,233  $5,335,194  65.8%


Inflow          $22,038,862  $35,265,054  62.5%


Outflow $14,825,020  $35,765,646  41.5%


Inflow          $41,714,441  $62,772,385  66.5%


Outflow $35,367,289  $80,760,395  43.8%


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			$139,991,318			$203,147,394			68.9%


						Outflow			$123,597,312			$219,764,485			56.2%


			GENERAL FUND			Inflow			$64,371,153			$87,498,323			73.6%


						Outflow			$64,619,977			$87,689,520			73.7%


			STREET FUND			Inflow			$2,651,929			$3,581,576			74.0%


						Outflow			$3,509,233			$5,335,194			65.8%


			CAPITAL IMPROVEMENTS FUND*			Inflow			$22,038,862			$35,265,054			62.5%


						Outflow			$14,825,020			$35,765,646			41.5%


			PROPRIETARY FUNDS			Inflow			$41,714,441			$62,772,385			66.5%


						Outflow			$35,367,289			$80,760,395			43.8%
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Inflow          $508,446 Includes Accounts Receivable


Outflow ($697,593) Includes Overhead


Net ($189,147)


Inflow          $1,456,151 


Outflow ($1,110,362) Includes Overhead


Net $345,789 


Inflow          $815,997  2016 Reimbursement to GF


Outflow ($815,997) 2016 GF Salaries/Benefits


Net $0 


2016 $400  5 rebates in Q1/Q2


2015 $225  3 rebates in Q1/Q2


Difference


$175 


2016 Development Review Fees


2016 Permitting Fees


2016 CFP Staff


2016 Utility Tax Rebates




Microsoft_Excel_97-2003_Worksheet2.xls

Sheet1


			Council Emphasis Areas						Inflow/Outflow			Comments


			2016 Development Review Fees			Inflow			$508,446			Includes Accounts Receivable


						Outflow			($697,593)			Includes Overhead


						Net			($189,147)


			2016 Permitting Fees			Inflow			$1,456,151


						Outflow			($1,110,362)			Includes Overhead


						Net			$345,789


			2016 CFP Staff			Inflow			$815,997			2016 Reimbursement to GF


						Outflow			($815,997)			2016 GF Salaries/Benefits


						Net			$0


			2016 Utility Tax Rebates			2016			$400			5 rebates in Q1/Q2


						2015			$225			3 rebates in Q1/Q2


						Difference			$175
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General Fund Revenues vs Budget YTD =

as of June 30, 2016 —

Prepared on a Modified Accrual Basis
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Property Taxes

Inflow 2015-16 Budget % of Budget
City Levy $16,217,694 $21,869,036 74.2%
EMS Levy $1,322,738 $1,805,242 73.3%
Other Taxes $58,637 $70,000 83.8%
Total $17,599,069 $23,744,278 74.1%

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 $12,141,957 $17,806,835 68.2%
Construction $3,235,298 $4,000,000 80.9%
Hotel/Motel $553,235 $716,474 77.2%
Criminal Justice $1,387,740 $1,586,726 87.5%
Total $17,318,230 $24,110,035 71.8%

2016 YTD 2015 YTD Increase/Decrease
Retail $4,192,247 $3,729,671 12.4%
Construction $1,058,636 $1,008,490 5.0%
Hotel/Motel $181,703 $166,132 9.4%
Criminal Justice $471,130 $428,059 10.1%
Total $5,903,715 $5,332,352 10.7%

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





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
$5,471,390 $8,339,122 65.6%
$1,133,558 $1,184,121 95.7%

$45,380 $0 n/a
$2,587,183 $3,421,197 75.6%
$1,079,898 $1,366,567 79.0%

$575,805 $605,206 95.1%

$18,802 $36,000 52.2%

($2,775) ($9,600) 28.9%

$10,909,242 $14,942,613 73.0%

2016 YTD 2015 YTD Increase/Decrease

$1,900,969 $1,835,679 3.6%
$414,689 $344,047 20.5%
$15,798 $13,516 16.9%
$853,289 $837,843 1.8%
$335,735 $294,825 13.9%
$192,687 $189,647 1.6%

$3,695 $8,764 -57.8%

($400) ($225) 77.8%
$3,716,462 $3,524,095 5.5%

Franchise/License Revenue

Inflow 2015-16 Budget % of Budget
$7,952 $0 n/a
$485,721 $727,595 66.8%
$280,618 $167,500 167.5%
$114,751 $134,000 85.6%

$1,344,873 $1,950,000 69.0%
$2,233,915 $2,979,095 75.0%
2016 YTD 2015 YTD Increase/Decrease
$152,715 $149,055 2.5%
$90,429 $82,959 9.0%
$37,815 $38,734 -2.4%
$280,958 $270,747 3.8%





Non-Business Licenses & Permits

Inflow 2015-16 Budget % of Budget
Building Permits $1,783,827 $2,085,384 85.5%
Plumbing/Mechanical $397,877 $480,000 82.9%
Pre-Application Fees $105,978 $130,000 81.5%
Animal Licenses $104,882 $180,000 58.3%
Concealed Weapons $11,339 $14,000 81.0%
Total $2,403,904 $2,889,384 83.2%

2016 YTD 2015 YTD Increase/Decrease
Building Permits $785,997 $582,528 34.9%
Plumbing/Mechanical $172,300 $114,347 50.7%
Pre-Application Fees $31,101 $26,074 19.3%
Total $989,398 $722,949 36.9%
Interg overnmental

Inflow 2015-16 Budget % of Budget

Intergovernmental $1,847,239 $2,228,300 82.9%

Intergovernmental revenues include grants and entitlements.

Charges for Services

Inflow 2015-16 Budget % of Budget
Charges for Services $6,998,770 $9,365,098 74.7%
2016 YTD 2015 YTD Increase/Decrease

MVA Fees $6,494 $2,159 200.8%

EMS Transport Fees $134,262 $148,246 -9.4%
Plan Check Fees $497,854 $345,972 43.9%
pevelopment Review $386,416 $423,234 8.7%
Total $1,025,027 $919,611 11.5%

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 2015-16 Budget % of Budget
Interfund Services - Utilities $1,002,094 $1,327,678 75.5%
CFP Staff Transfers $2,744,235 $4,256,342 64.5%
Total $3,746,329 $5,584,020 67.1%

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 $541,322 $749,300 72.2%
Other Miscellaneous $773,134 $906,200 85.3%

Total $1,314,456 $1,655,500 79.4%

2016 YTD 2015 YTD Increase/Decrease

Fines/Penalties/Criminal Costs $191,957 $204,180 -6.0%
Other Miscellaneous $292,365 $213,118 37.2%

Total $484,322 $417,298 16.1%

General Fund - Expenditures

Outflow 2015-16 Budget % of Budget
Personnel $50,268,154 $68,350,786 73.5%
Maintenance & Operations $10,448,892 $13,967,665 74.8%
Capital $167,027 $90,000 185.6%
Interfund/Operating Transfers $3,735,903 $5,281,069 70.7%
Total $64,619,977 $87,689,520 73.7%
2016 YTD 2015 YTD Increase/Decrease
Personnel $17,072,572 $16,068,073 6.3%
Maintenance & Operations $3,608,659 $3,358,837 7.4%
Capital $123,717 $12,460 892.9%
Interfund/Operating Transfers* $1,635,166 $1,005,369 62.6%
Total $22,440,114 $20,444,738 9.8%

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

Inflow/Outflow % of Budget
Budget
Street Inflow $2,651,929 $3,581,576 74.0%
Outflow $3,509,233 $5,335,194 65.8%

$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 $3,990,055  $7.389.199  54.0%
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 $628,715 $86,000  731.1%
Park Reserve Outflow $61,970 $363,000  17.1%

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

2015-16

0,
Inflow/Outflow Budget % of Budget

Inflow $22,038,862 $35,265,054 62.5%
Outflow $14,825,020 $35,765,646 41.5%

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 $2.279,578 $2.626,072  86.8%
Combined Utility Systems Outflow $3.508.139  $15502.069  23.2%
Water Inflow $10,145825  $13.186.622  76.9%
Outflow $7.463542  $15113.624  49.4%
Sewer Inflow $12,521,954  $15.235505  82.2%
Outflow $9.407.953  $16,176.696  58.2%
Inflow $10,428.675  $23.338.065  44.7%
Storm & Surface Water Outflow $8.602.944  $22.390230  38.4%
. Inflow $2.842.079 $3.654,526  77.8%
Equipment Rental Outflow $2.575.720 $3.667,506  70.2%
] Inflow $1.647,974 $2329027  70.8%
Self-Insurance Outflow $1.677.261 $2.354.407  71.2%
Inflow $1,848 356 $2402,568  76.9%
Asset Replacement Outflow $2.041.731 $5555863  36.7%

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 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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