SULTAN CITY COUNCIL
BUDGET RETREAT
AGENDA ITEM COVER SHEET

DATE: June 14, 2008
. SUBJECT: General Fund Assumptions — Five Year Forecast

CONTACT PERSON: Laura Koenig, City Clerk/Deputy Finance Director
Deborah Knight, City Administrator ¢ | A

ISSUE:

The issue before the City Council is to review the 2009 General Fund
Assumptions and five year forecast.

STAFF RECOMMENDATION:

Review the Five Year Forecast and General Fund Assumptions and direct staff to
areas of concern.

SUMMARY:

General Fund

The General Fund anticipates receiving $1,993,382 in revenues for 2009. Due to
the downturn in the housing market and the current state of the economy, staff
anticipate a $36,862 increase in General Fund revenues over 2009.

As a result of the library annexation and anticipated reductions in legal expenses
expenditures will decrease by $109,200 from $1,847,630 in 2008 to $1,750,249
in 2009.

2009 Anticipated Revenues $1,993,382
2009 Anticipated Expenses $1,738,430

Anticipated Ending Fund Balance $ 254,951

GENERAL FUND REVENUES

Revenue Forecasts

The attached Five-Year Forecast provides a historical look at the last two years
- (2006/2007) and a prospective look forward to 2012. Future years are based on
the 2008 estimated budget as well as the forecast level of development activity.
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City staff estimate a total of $1,993,382 General Fund revenues for 2009

‘General fund revenues are broken into six categories:

1. Taxes $1,383,079
2. License and Permits $71,488
3. Intergovernmental $187,196
4. Charges for Services $133,575
5. Fines and Penalties $73,300
6. Miscellaneous $159,744
Total $1,993,382

For the most part, revenues are not expected to increase. Key changes in the
revenue forecast in 2008 that will continue in 2009 include investment interest
and rents and royalties

Investment Interest

Code cities may now apportion some investment earnings from funds
commingled for investment purposes to the general fund rather than the
participating funds unless restricted by law (RCW 35.39.034). Utility funds, bond
covenants or other provisions may require that the interest be allocated to the
utility fund.

In 2007 the City Council adopted a policy of allocating investment interest. The
2009 budget estimates $93,500 in investment interest which is a $70,000
increase over the 2007 budgeted investment interest.

Rents and Rovalties

In August 2007, the City Council approved redirecting rent from the Post Office
building owned by the City to the General Fund as part of the budget amendment
approved by Council to balance the General Fund Budget.

The estimated revenue for 2009 from Post Office rent is $52,144.
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GENERAL FUND EXPENSES

Cost of Living Adjustment

The City's bargaining agreements with law enforcement, public works and clerical
staff are currently under negotiation.

The cost of living adjustment for 2009 is estimated at 3.5%
Benefit Costs

Medical, Dental and Vision Coverage

Medical premiums increased by 14.8% in 2008. This is a significant impact the
General Fund as well as the Street Fund and enterprise funds (water,
wastewater, garbage, cemetery, and storm water).

A significant (10% or more) increase in medical benefit costs will require the City
Council to cut expenses in other areas of the budget.

Medical premium increases will affect the public works and clerical workers

contract currently under negotiation. A premium cost share agreement will help
the City control rising health care costs.

Public Employees Retirement System (PERS) - Pension Contribution Rates

PERS contribution rates for employers have been increasing quite significantly
over the last couple of years. There was a jump from 6.12% effective July 1,
2007. There will be another increase to 8.31% effective July 1, 2008. A
projected 9.10% increase will take effect in 2009 and a 9.12% increase is
projected for each year from 2011-2013.

Library Annexation

As a result of the annexation of the City into the Sno-Isle Library District, the City
will see a $103,000 decrease in general fund expenditures. The City Council wiil
want to carefully consider whether to “save” or “invest” this money into service

delivery or level-of-service increases.

Legal Services

The City budgeted $16,250 in the Civil Service budget for legal services. There
may be an opportunity to reallocate these funds to other uses in the 2009 budget.
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