SULTAN CITY COUNCIL
BUDGET RETREAT COVER SHEET

ITEM NUMBER: B-2
DATE; October 7, 2009
SUBJECT: General Fund Overview

CONTACTPERSON:  Deborah Knight, City Administrator “Dﬁfaﬂ M

Attached is the first draft of the General Fund Budget. The General Fund collects
taxes, permit and use fees. Revenues are used to fund general govemmental
services including:

o Legislative (council and mayor)

e Executive (city administrator)

e Finance

e Grants and Economic Development

e Code enforcement, community development, and building
e Law enforcement and legal services

e Parks

The street fund and enterprise fund budgets for water, sewer, garbage, cemetery and
stormwater will be presented as a discussion item at the council meeting on October
8, 2009.

City staff will finalize all the budget funds following the budget retreat and submit the
Mayor's recommended budget to the City Council on October 22, 2009.

Attachments to this report include:

A — General Fund Revenues

B — Staffing, salaries, benefits and department allocation assumptions
SUMMARY:

Overall, the City of Sultan is fortunate. The economic downtum which began in late
2008 seriously affected cities and counties across Washington State dependent on
collecting increasing sales tax revenues. Because the city’s sales tax revenues are
low ($56.42 compared to a statewide average of $103.41), Sultan has been able to
weather the current economic storm without having to cut levels of service.

In fact, over the last 18 months, Sultan residents have been seeing increasing levels
of services and a new commitment by the city to deliver services to neighborhoods.



Much of the credit goes to the city council for making difficult decisions regarding
contract services and user fees for water, sewer and garbage.

The other key factor has been a renewed commitment on the part of Sultan’s citizens
to give back to the community. The widely popular Adopt-a-Street and Graffiti
Removal programs are just two examples of how citizens in Sultan are making a
difference.

The proposed 2010 budget continues to improve the city’s long-term financial health
and improve levels of service while addressing state mandates to update the 2004
comprehensive plan as required under the Growth Management Act.

The primary focus for 2010 will be to complete the majority of the technical work for
the 2011 comprehensive plan update. This should leave the city well positioned to
adopt the comprehensive plan before the December 1, 2011 deadline.

Following is a brief overview of the key expenditures proposed in the General Fund
budget. Expenditures are based on direction provided by the city council at the
budget retreat in June.

Revenues

1. The budget is balanced with a very modest ending fund balance of $24,195.42
(Attachment A-3). The City will need to carefully monitor revenues and reduce
expenditures if necessary. As in past years, our financial position on July 1, will
be an important indicator. The staff recommendation is to limit expenditures in
the first four months of the year until property tax receipts are received.

Attachment A details the sources of revenues and sources of expenses.
General fund revenues are broken into six categories:

2009 Amended Budget Proposed 2010 % Change

Taxes $1,417,765 $1,461,361

License and Permits $29,450 $35,075
Intergovernmental $307,584 $322,204

Charges for Services $30,100 $29,100

Fines and Penalties $67,150 $28,200

Miscellaneous $123,374 $79.219

Total $1,988,718 $1,955,159 -1.68%

2. Small _Increases in Tax Revenue Assumptions. Staff evaluated tax revenue
(property tax, sales tax, utility tax, etc.) assumptions for the last two years. Based
on the two year average, utility tax revenues will increase for gas, cable and
sewer.
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3. License and Permits/Charges for Services

Business licenses are up in Sultan for 2009. The budget assumes this trend will
continue as a result of the city's participation in the state business license
program. This is the small $5,000 increase in license and permit revenues.

The 2009 was built on the assumption the city would receive 5 single-family
residential building pemmits. Permit revenue for 2009 was anticipated to be
$10,000 the city has collected more than $25,000 year-to-date. More than half
the permits received were part of the Greens Planned Unit Development.

Because the speed of the economic recovery in 2010 is still in question, the 2010
budget is built on the same assumption of 5 single family residential building
permits. The budget assumes no commercial development.

4. Investment Interest.

Code cites may now apportion some investment eamings 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.

Investment interest is anticipated to be non-existent in 2010. The federal
government is intentionally keeping interest rates low to stimulate the economy.

Investment interest (Attachment A-3) has dropped from $83,919 in 2007 to
$22,000 in 2009 a 74% decrease.

5. Grants

The city will complete spending the COPS grant for the cameras in 2010. There
is a $95,92 carry forward from 2009 into 2010.

There is $17,500 comprehensive planning grant from the Department of
Commerce and a $5,440 WSTC mini-grant.

Grants don't add to the “bottom-line” Grant revenue is off-set by department level
expenses.
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General Fund Expense

1. Cost of Living Adjustment

The City's bargaining agreement with the public works and clerical staff was
ratified on October 9, 2008.

For the first time in recent history, the cost of living adjustment for the CPI-W June
to June for the Seattle-Tacoma-Bremerton area will be -.7% which is a relief to
the city after last year's 6.2% increase.

Those city employees at the top of the pay scale will experience a pay decrease
in 2010. For the remaining staff, the approved step increase will be lower.

Overall, salary and benefit expenses are approximately $1,469,571 an increase
of $80,000 compared to 2009.

2. Medical, Dental and Vision Coverage

Regence & Asuris 10% increase
Group Health 6% increase
WDS Dental 5.5% increase
Willamette Dental 9.6% increase
VSP Vision 0%

Life 0%

Long term disability 0%

Employee assistant program 0%

Operating Expenditures

1. Legislative. The legislative budget has increased $1,000 over the 2009 amended
budget. At the budget retreat in June the city council discussed increasing travel
funds in 2010 to cover expenses for the Association of Washington Cities
conferences in January and June. There are funds to send a city delegation to
Washington D.C. in 2010 to seek funding for capital projects.

The city council also discussed setting aside funds to reimburse the mayor for
travel and training expenses and citizen/staff recognition.
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. Executive. The city administrator's budget for 2010 is $7,724 lower than 2009 as a
result of wage and benefit re-allocations to the street and park funds.

. Finance. The finance department budget has increased by $3,000 to cover salary
expense. There is $7,500 for professional review of the annual financial report.

. Grants and Economic Development. Travel and training will increase from $850 to
$1,856. The Grants Coordinator has started attending the AWC Legislative
Conference in January. $2,500 is earmarked for Economic Development. The
city's successful Volunteer Program will receive $700 to support the appreciation
dinner and other volunteer activities. Agenda ltem B-5 provides details.

. Other Governmental Services. Other govemmental services (OGS) budget
includes those expenses that cannot be specifically allocated to a particular
department. In 2009, staff noted that general office and operating supplies such
as copy paper, toner, color printer cartridges, envelopes, etc. were being charged
to grants, community development and the legislative budgets. These funds have
been reallocated back to the OGS fund so they can be more easily tracked.

. Law Enforcement. The law enforcement budget has decreased from $1,138,627
in 2009 to $1,077,204 in 2010. Part of the decrease is the $16,000 in COPS grant
and $49,000 in wages paid to Sultan officers in 2009 as part of the contract In
2010, the law enforcement budget will be 37% of the General Fund budget.

. Law Enforcement Agency Fees. Sno-Pac will increase from $78,000 to $80,000.
Jails fees are anticipated to decrease from $120,000 in 2009 to $80,000.

. Code Enforcement. Retains half-time community services officer.

. Planning and Development. Hearing examiner fees ($7,500) based on 5 land use
permits. Professional Services will increase slightly from $73,000 to $80,000 to
cover the cost of the comprehensive plan technical support.

10.Building_and Community Development. Building inspection and plan review

services are provided under contract by Snohomish County in 2009. This is an
extremely successful program. The city has not received any complaints about the
inspection program since it started in late 2008. There have been concems raised
by permit customers about the 2 to 4 week tumaround time for plan review
services. The city continues to work with the county to expedite plan review when
needed. The city will need to watch tumaround times closely in 2010 if permit
activity increases county-wide.

11.Library. There is funding for building insurance, repair and maintenance and

utilities. Sno-Isle library does not pay to lease space in the community center.
The city bills the library for utilites (approximately $8,200). City staff have
discussed separating the utility meter in 2010 so the library could be billed directly
for utilities.
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12. Parks and Recreation. Salaries were increased from $15,000 in 2008 to $29,345
in 2009 to include temporary summer help for mowing and maintenance. No
increases are planned for 2010. A portion of the City's regular full-time public
works crew members are also allocated to parks. There is an operating transfer
out to the Equipment Replacement Fund to fund half a mower. The other half will
be allocated from the Street Fund and Cemetery Fund.

13. Interfund Loan. The interfund loan payment and interest ($45,000) is shown as a
separate expenditure on Attachment D-40. The City has been making the
payment monthly and will continue monthly payments in 2010. There is
approximately $160,000 owing on the loan.
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