SULTAN CITY COUNCIL

AGENDA ITEM COVER SHEET

ITEM NO: D-2
DATE: October 14, 2010
SUBJECT: 2010 Proposed Budget for Enterprise Funds

CONTACT PERSON: Cop#fie D

-

-

ISSUE:

The proposed 2011 Enterprise Fund Budgets as presented to the Mayor and City
Council.

STAFF RECOMMENDATION:

Staff is presenting to the Mayor and City Council for consideration the 2011 Enterprise
Fund Budget. Public Works manages five (5) enterprise funds. After the discussion, the
staff will make the recommended changes and present to the City Council at the 2011
Budget Public Hearing tentatively planned for October 28, 2010. The fund allocation
spreadsheets (Attachment A) and excel spreadsheet (Attachment B) indicating
revenues and expenditures shows what staff is proposing.

SUMMARY:"

The Public Works Department serves the citizens of Sultan in a variety of ways as well
as being an integral part of Sultan governmental offices. The enterprises funds are as
follows:

103 Cemetery Fund 401 Sewer Fund
104 Equipment Reserve Fund 402 Garbage Fund
400 Water Fund 406 Stormwater Fund

The council needs to evaluate increasing rates or reducing proposed expenditures in
the sewer and cemetery funds in order to balance the funds. The enterprise funds must
be self-supporting and revenues must cover expenses.



BACKGROUND:

STREET AND PARK FUNDS

Street and Park Funds were discussed at the Council retreat on October 9, 2010 and
will be included in the budget presentation at the Public Hearing. The street fund
supports the volunteer program by providing supplies and staffing to paint crosswalks
and curbs.

In the parks budget for 2011, the staff is recommending two (2) part-time parks
employees dedicated strictly for park maintenance. Volunteers continue to be a crucial
part in maintaining the parks.

For the street fund in 2011, staff is recommending the following capital improvements:

3" and Bell Intersection Surface Improvements $10,000.00
Replace one-half of the painted crosswalks in the city with $10,000.00
thermoplastic markings

Signs and striping $3,300.00
CEMETERY

Continuing to maintain Sultan’s beautiful cemetery has continuously been a goal of the
city. Revenues were down by 50% in 2009 and 2010. The 2011 budget anticipates
$37,500.00 in revenue if the council approves the proposed 50% rate increase
(Attachment C). Without the proposed rate increase fund revenues will be $25,300.00
resulting in a negative balance of $7,951.00.

Cemetery ending Balance is $4,249.00, with the rate increase.

The estimated expenditures are:

Wages and Benefits $25,701.00
Operating $3,050.00
Repair and Maintenance of Equipment $500.00
Required Expenses $6,000.00
(liability insurance and items for resale)

Total $33,251.00

The cemetery rate study and niche wall are suggested to be postponed until revenues
increase. Volunteers continue to provide hours to cleaning headstones in the city
cemetery.

The council may want to consider outsourcing burial services to a private vendor and
charge an administrative fee to cover minimum staffing expenses.

BUILDING MAINTENANCE
In 2009, the city contracted with Driftmier Associates to complete a Facilities
Assessment of City owned buildings. The report identified safety and building repairs




the city should begin to address. Replacing the exit stairs at the post office is one of the
priorities identified in the report. Building Maintenance expenditures and projects being
proposed in 2011 are:

LED Lights installed on City Hall, Post Office $3,000.00 | Requested by a

and VIC, replacing the existing Christmas lights, community member to
(possibly partnership with Snohomish PUD lower electrical cost
Public Works Field Office HVAC-partnership | $10,000.00 | To replace the heating
with Boys and Girls Club Grant in 2010. The and air condition
Boys and Girls club is completing renovations in system that currently
2011 and are willing to work with the city to does not work.

include the HVAC system for the field office with
their project.

Paint Inside City Hall $10,000.00 | The city has occupied
this building for 10
years, it is need of
painting.

Replace Power Pole at 703 First Street $60,000.00 | The power feed lines
in the Boys and Girls
Club are laying on the
roof. The power pole

is rotten.
Replace one set of exit stairs on the Back of the | $15,000.00 | Identified in the 2009
Post Office — Emergency exit for the Museum Facility Assessment
(Attachment D) Report as being an

immediate need.

TOTAL $98,000.00

EQUIPMENT RESERVE FUND

The Public Works Department has several pieces of equipment to operate and
maintain. Staff does an excellent job of making the city equipment last as long as
possible. For several years the city has set aside funds for garbage truck replacement.
In recent years, the city has implemented an equipment replacement fund by setting
aside funds from several departments to purchase equipment to be used in the
maintenance and operation of the city. (attachment B)

Staff has set aside funds in the 2011 budget to accumulate for future purchase of an
automated garbage collection system, side arm mower, lawn mower, a small Kubota
tractor with backhoe capabilities and sweeper.

$142,000.00 is being earmarked to be transferred into the equipment replacement
fund from various enterprise funds.




Operating Funds Transfer Out

To Equipment

Replacement 104 Parks Water Sewer Streets Garbage Storm Total
Garbage Truck &
Totes $60,000.00 $60,000.00
Sweeper 25,000.00 25,000.00
Kubota w/Backhoe
Attachment 10,000.00 | 10,000.00 | 10,000.00 30,000.00
Side-Arm Mower 5,000.00 | 12,000.00 | 5,000.00 5,000.00 27,000.00
Total to 104 5,000.00 | 22,000.00 15,000.00 40,000.00 60,000.00 142,000.00
Transfer to Capital
Reserves 10,000.00 40,000.00 50,000.00
Transfer to Debt
Service 122,000.00 | 410,000.00 532,000.00
TOTAL TO OTHER 122,000.00 | 410.000.00 | 10,000.00 40.000.00 | 582,000.00
FUNDS

WATER FUND

This fund is for the operation and maintenance of the water treatment and distribution
system, which includes a 360 acre Watershed. The water department supplies water to
approximately 1,700 households and businesses in the Sultan area. New case law
requires the city general fund to pay for the fire hydrant repair and maintenance
program.

The water fund has a small ending fund balance of $151.00. Water rate revenues
(revenues from sales) are estimated to be $875,000 for 2011. This includes the 10%
rate increase approved by the council in 2009. The water rate study anticipated rate
revenues of $1,022,026. Part of the revenue short fall is from the council’s decision to
delay the rate increase until January 1, 2010.

The second effect on water rate revenue is reduced water sales. (Attachment E) The
weather in 2010, empty homes, foreclosures and reduced industrial and commercial
use are possible explanations for lower water sales in 2010. Romac is the city’s largest
water user. In 2008, Romac significantly reduced water use when the plant went from
three shifts to one shift. In 2010, Romac has increased operations to two shifts daily.
The city council will need to take Romac’s water use into consideration during the 2011
rate study.

Council approved Water Treatment Optimization in July 2010. Expenditures for
optimization in 2011 include:

Material to be added to the Filters $10,500.00
Raw Water Turbidity Meter $5,000.00

The budget includes funding to complete the Water System Plan, rate study, and
updating the City’s Water Engineering Design Standards for new development to be
consistent with the Water System Plan and the General Comprehensive Plan.



The water utility fund is contributing $22,000 to equipment replacement fund for a
Kubota with backhoe attachment and a side arm mower.

Current ending fund balance for operations is $151.00

SEWER FUND

The Wastewater Treatment Plan provides an outstanding service to the citizens of
Sultan, keeping the discharge water from the treatment plant pristine. For 2009, the staff
at the wastewater treatment plant received their second award from the Department of
Ecology for no violations of discharge from the wastewater treatment plant.

Debt service payments will continue being a problem in the sewer fund in 2010, 2011,
and 2012 until the $1,000,000 Public Works Trust Fund loan is repaid. In the 2011
budget, the city is transferring $410,000 from operating to debt service. The sewer debt
for 2011 is $466,000.00. The sewer fund has a negative ending fund balance of
$145,958.00 sewer rate revenues have been static (no increase since 2009). The
council adopted a COLA adjustment for sewer. The COLA has been zero for the last
two years.

Staff has included funds to update the City’'s Sewer Design Engineering Standards for
new development, General Sewer Plan, and rate study. The design standards must be
revised to be consistent with the General Sewer Plan and the City’'s Comprehensive
Plan.

The sewer utility fund is contributing $15,000.00 to the equipment replacement fund for
a Kubota with Backhoe attachment and a side arm mower.

Current ending fund balance for operations is negative $145,958.00. Staff is
waiting council direction on payment of the Public Works Trust Fund loan for
2011.

GARBAGE FUND

Sultan provides garbage service to the citizen three days per week, Monday, Thursday,
and Friday. The city has a franchise agreement with Allied Waste for recycling which is
critical in the waste stream flow in Sultan as well as Snohomish County. The garbage
fund also provided the volunteers with 1200 yellow garbage bags.

The garbage fund has an ending balance of $26,346.00, estimated revenues for
garbage service is $540,000.00 and recycling of $171,000.00. The garbage fund is
balanced because of the city council’s decision to increase rates as recommended in
the 2009/2010 rate study. The revenues for garbage service are expected to increase
$30,000 from the 2010 projections. Staff is proposing transferring $60,000.00 out of
operating into the equipment replacement to replace the garbage truck and purchase
totes in 2015.



The expenses for the garbage fund include:

Disposal of garbage collected $186,000.00
Cost of recycling $135,000.00
Equipment-Dumpster Replacement $20,000.00
Operating transfer out-Garbage Truck replacement $60,000.00

The ending fund balance is positive $26,346.00

STORMWATER FUND
Stormwater utility became a reality in the city at the end of 2008 and started collecting
fees in 2009. The 2010 revenues in the stormwater utility are forecast to be $100,000.

The budget includes rental for a vactor truck of $15,000.00, and $40,000.00 transfer to
capital projects such as culvert replacement and 2™ Street Storm System. Include in the
Repair and Maintenance for storm water is repair of broken Catch Basins and Grates
within the street system.

The ending fund balance is positive $3,497.28.

ATTACHMENT:
A Fund Allocation Spreadsheets
B Excel Spreadsheet indicating some of the expenditures
C Cemetery Fees Work Sheet
D Maintenance and Capital Improvements-2009 Facility Assessment Plan
E Water Usage 2008-2010
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EXHIBIT #7

MAINTENANCE & CAPITAL IMPROVEMENT MATRIX

City of Sultan

Facility Assessment Study

Date: October 23, 2009

Title Timing Description Cost Notes
Limited Asbestos/Environmental Survey, Immediate Testing of certain materials in certain $22,000
Abatement and Repairs buildings
Exiting and Major Life Safety Issues Immediate $130,000 See Exhibit 3 for details
Post Office Immediate Doors & hardware, ext. stairs $28,000 C4, C15 and C16 (Exhibit 3)
Public Works Shop Immediate Doors & hardware $3,350 E4 and E8 (Exhibit 3)
Food Bank Immediate Doors & hardware $4,000 F3 (Exhibit 3)
Boys and Girls Club 2 Story Immediate Doors & hardware, int. & ext. stairs $26,000 G2, G6 and G7 (Exhibit 3)
Boys and Girls Club 1 Story Immediate | Doors & hardware, exit landing & ramp $15,000 H2, H6 and H7 (Exhibit 3)
Immediate Roofing Repairs/Replacement |Immediate Food Bank $52,000
Lighting Repairs/Replacement Immediate Repairs or Replacements $2,500 City Hall and Visitor's Center
Post Office Ceiling Replacement Immediate Bowed ceiling in Museum $3,000
Immediate Exterior Finish Immediate | Fo0d Bank exterior work needing to be $15,500
Repairs/Upgrades done soon.
General Electric Work Immediate $41,700 See Exhibit 3 for details
Exterior Finish Repairs/Upgrades 2-5 Years General work to exterior of buildings $29,200 All Buildings
Sitework Updates, Repairs and o5 Years | New paving of Public Works, updating $699,600 Public Works, Police Station,
Maintenance site work at other buildings Food Bank and B&G Clubs
Energy Efficient Lighting Replacement 2-5 Years Upgrading fixtures to save money $50,800 All except City Hall & Visitor's
Interior Updates per Barrier Free Codes 2-5 Years Code requirements $40,000
" . . 8,700
Roofing Inspections/Repairs/Replacement [2-5 Years Non-urgent repairs to roof. $
Window Upgrades/Repairs/Replacement 2-5 Years Windows, caulking, etc. $46,200
Fire Alarm Systems Upgrade 2-5 Years $29,500
Full Asbestos/Environmental Testing 5-10 Years $12,000 - $20,000
Ongoing Updates/Repairs/Replacement 5-10 Years |Painting, re-finishing of exterior of bldgs. $89,000
. I . . $1,190,000 -
Post Office Building Major Renovation 5-10 Years $1,530,000
. . . $660,000 site
Public Works Site and Shop Buildings 5-10 Years $380,000 bldgs
Upgrades $120,000 mtl bidg.
— . . $360,000 -
Food Bank Building Major Renovation 5-10 Years $595,000
Two-Story Boys and Girls Club Building $660,000 -
Major Renovation 5-10 Years $890,000
- i ildi $170,000 -
One-Story Boys and Girls Club Building 510 Years $268.000

Major Renovation
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