SULTAN CITY COUNCIL
AGENDA ITEM COVER SHEET

ITEM NO: H-2 (B) Enterprise Funds
DATE: October 28, 2010
SUBJECT: Public Hearing - 2011 Budget for Enterprise Funds

CONTACT PERSON: Deborah Knight, City Administrator/l)‘ IW

ISSUE:

This agenda cover presents the proposed revenues and expenditures for the city’s
public works operating and enterprise funds. The council is required to hold public
hearings on revenues and expenses for the proposed 2010 Budget prior to adoption.

STAFF RECOMMENDATION:

Hold a public hearing to provide an opportunity for public comment on the 2010 Budget
including the city’s public works operating and enterprise funds. Continue the public
hearing until the November 18, 2010 council meeting.

SUMMARY:

The public works department is responsible for the street operating fund, equipment
reserve fund, building maintenance fund and enterprise funds. The Street operating
fund is included as Attachments A to this cover sheet. The equipment reserve fund
(Fund 104) is Attachment B. The building maintenance fund (Fund 1 13) is Attachment
C. The enterprises funds are as follows:

103 Cemetery Fund — Attachment D
400 Water Fund - Attachment E

401 Sewer Fund — Attachment F

402 Garbage Fund — Attachment G
406 Stormwater Fund — Attachment H

BACKGROUND:
The city council reviewed the public works operating and enterprise funds at the council
meeting on October 14, 2010. Since the October 14, 2010 meeting, city staff have
made the following changes to the public works department budgets:

1. Reallocation of salaries and wages across the enterprise funds due to council’s
decision not to hire two new seasonal parks maintenance works.



2. Increased benefits to account for city paying 100% of the workers compensation
premiums if I-1082 passes. Currently, the city and the employee split the cost of
premiums.

3. Allocating Mike Williams salary and benefits 100% to the water fund. Total
increase $8,000 offset by $8,000 reduction in repair and maintenance (.480).
Repair and maintenance reduced from $30,500 to $22,500.

4. Changing computer purchases from capital equipment (.640) to operating
transfer out (597-55-000) to the IT Fund. The computers will be purchased from
the IT Fund to better track true IT costs for the city. Change in line-item
expenditures only. No change in overall expenditures.

5. Because of the increase in the workers compensation premiums and reallocation
of pw utility works across the enterprise funds, the stormwater utility had a $533
deficit. Stormwater communication (.420) was reduced from $1,500 to $800.

6. $40,000 expenditure from the building maintenance fund - $5,000 pole
replacement at boys and girls club; $15,000 emergency 2™ story exit for post
office; $5,000 paint first floor city hall; $5,000 LED lights for city facilities;
$10,000 HVAC 2™ floor boys and girls club. City staff have already started
looking for grant opportunties to off-set these costs.

Street Fund: The Street Fund collects taxes and utility taxes from electric, gas and
telephone services. Revenues are used to fund street maintenance including sign
maintenance, street sweeping, and snow and ice removal: street repair including
grading and pot hole repair; and minor street and sidewalk improvements.

Since the budget retreat on October 9, 2010 anticipated property tax revenues have
decreased by approximately $60,631. This is a result of a reduction in assessed value that
in turn caused the city to reach its maximum levy rate of $1.60/$1,000 of assessed value.

This issue was described under the public hearing and First Reading of Ordinance No.
1094-10 setting the property tax levy.

As described in the agenda cover, city staff recommend maintaining the general fund
portion of the property tax levy at the $584,046 and reducing the property tax allocation to
the street fund from $81,300 to $36,676.

In order to balance the street fund, staff recommend the following budget cuts:

Street repair and maintenance - $10,000
Intersection repair at Third Street and Bell - $10,000
Cross walk improvements - $10,000

Street improvements on East Main Street - $5,000
Transfer out to equipment Replacement - $11,095

The street fund has an ending fund balance of $2,288.



Since assessed values are likely to continue to decline, the city council may want to
consider creating a transportation benefit district and imposing the $20 car tab fee.
This could potentially generate $56,000 in revenues that would be dedicated to the
street fund.

Equipment Reserve Fund (Fund 104): 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 been working towards an
equipment replacement fund by setting aside funds from several departments to fund
the 104 account to replace or purchase equipment to be use in the enterprise funds.

The fund receives approximately $7,700 in revenues annually for equipment
replacement.

For the second year in a row, city staff recommend setting aside funds in the 2011
budget for a street sweeper, automated garbage collection system, and mowers.

o Currently have $195,634 in CR Equipment Fund.
o 84% is set aside to replace the garbage truck

» Staff has proposed transfers out of various enterprise funds in anticipation of future
equipment purchases in the amount of $142,000.

e Specific future equipment purchase set asides:
o Kubota with backhoe attachment - $30,000 to be replaced in 2012.
o Street sweeper -$25,000 to be replaced in 2014.
o Side-arm mower - $27,000 to be replaced in 2015.
o Garbage truck & totes - $60,000 per rate study to be replaced in 2015.

TOER104  Parks Water | Sewer | Streets | Garbage | Total
Garbage truck & $60,000  $60,000
totes

Sweeper $5,000 $25,000
Kubota with $10,000  $10,000  $10.000 $30,000
backhoe

Side-arm mower  $5,000 $12,000  $5,000 $5,000 27,000
Total to 104 $5000 $22,000 $15000  $20,000  $60,000  $122,000



$122,000.00 is being transferred from various enterprise funds into the equipment
replacement fund.

Cemetery:  Continuing to maintain Sultan’s beautiful cemetery has been a goal of the
Sultan Staff. Revenues were down by 50% in 2010. The 2010 budget anticipates
$37,200 in revenues, cuts were made accordingly. City staff recommend increasing
cemetery rates 50% across the board. The city is partnering with Koppendburg
Enterprises to construct a niche wall. Volunteers continue to provide help by cleaning
headstones in the city cemetery.

Revenues down by 50% in 2009 & 2010.

Cemetery is not paying for itself.

Staff recommendation of 50% rate increase to balance the budget.

Working with Koppenberg Enterprises for niche wall donation.

City staff have started to work on outsourcing burial service and charging an
administrative fee to cover staffing expenses.

Cemetery Fund is balanced with $7,539.00 ending balance.

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 1700 households and businesses in the
Sultan area. The water department will continue with the fire hydrant program and the
meter replacement program in 2010. New case law requires the city general fund to pay
for the fire hydrant repair and maintenance program.

The city will be transferring $122,000 from water reserve fund to cover debt service on
the 2003 plant upgrade. The remaining $22,000 will be transferred from the Water
Reserve Fund.

* Revenues ($922,000)
o Water Sales est. is $875,000 for 2011.

o Water rate study anticipated revenue of $1,022,026 (included a 10% rate
increase approved in 2009).

o Rate increase Jan. 1, 2011 = +$3.15 SFR base rate

o Revenue shortfall is due to reduced water sales and delay of rate increase
until January 2010.

e Expenditures ($921,849)
» Professional services ($53,000)



o Water System Plan, rate study, and updating City’s Water Engineering
Design Standards

e Equipment Replacement ($17,000)

o Raw water turbidity meter ($5,000); computer replacement ($4,500);
heaters ($2,500).

e Maintenance (decreased from $30,500 to $22,500)

o bi-annual water tank inspection ($10,000); new filter material ($10,500) for
plant optimization.

e Transfer out ($144,000)
o Debt service ($122,000)

o Equipment replacement ($22,000)- Kubota with a backhoe and side arm
mower.

Ending fund balance is $1,148.00

Sewer Fund: Provides an outstanding service to the citizens of Sultan, keeping the
discharge water from the treatment plant pristine. In 2009 the staff at the wastewater
treatment staff received an award from the Department of Ecology for no violations of
discharge from the wastewater treatment plant.

There is $67,000 set aside to complete the General Sewer Plan and rate study in 2011.

Debt service payments will continue being a problem in the sewer fund in 2011 and
2012 until the $1,000,000 Public Works Trust Fund Loan is repaid.

The plant has several pieces of equipment, pumps, motors, and bearings, at or nearing
the end of its useful life. The plant staff identified $249,800 in needed equipment
replacement and repair. Because of debt service payments being transferred from
operating fund the request for repair and maintenance was reduced to $42,200. The
$30,000 in capital outlay for building is to replace the roof which is deteriorating.

Currently the fund shows a negative balance of $161,566. This will need to be
covered by the rate increase discussed by the city council at the budget retreat
on October 9, 2010.

Garbage Fund: Sultan provides garbage service to the citizen's 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.

e The garbage fund is balanced due to Council’s decision to raise rates in the
2009/2010 rate study.

o 2011 rate increase = $1.37 on July 1



o Weekly garbage (32 gallon can) will increase from $8.73 to $10.10
o Equipment replacement ($60,000) for a new garbage truck and totes in 2015
o consistent with the replacement schedule defined in the rate study

The ending fund balance at this time is $23,309.00

Stormwater Fund: Stormwater utility became a reality in the city at the end of 2008
and started collecting fees in 2009. Revenues in the stormwater utility were forecast be
to $100,000 the actual collected was $80,000. The 2010 budget was cut proportionally
further cuts maybe required.

¢ The Stormwater fund is balanced.
o 2011 Rate increase 12/1/2010 = $1.25

o The proposed rate increase previously approved by Council provides
revenue of $100,000 for 2011.

¢ Rentals ($15,000) for catch basin cleaning
e Maintenance ($10,000) for replacing broken catch basins and grates

o Capital Projects ($40,000) transfer

o Cchijert replacements and storm drainage conveyance improvements for
2" Street.

Ending fund balance is $167.00

FISCAL IMPACT:

The enterprise funds support several activities in the community and at the City of
Sultan. Streets revenue source is primarily taxes, the park fund is a part of General
fund. All City Departments work together to provide services to the citizens of the Sultan

community.
ATTACHMENTS:

Attachments A - Street operating fund

Attachment B - Equipment reserve fund (Fund 104)
Attachment C - Building maintenance fund (Fund 113)
Attachment D - Cemetery Fund (103)

Attachment E - Water Fund — (400)

Attachment F - Sewer Fund — (401)

Attachment G - Garbage Fund — (402)

Attachment H - Stormwater Fund — (406)
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