SULTAN CITY COUNCIL
AGENDA ITEM COVER SHEET
/

ITEM NO: PH 1A

DATE: November 18, 2010

SUBJECT: 2011 Budget - Miscellaneous Funds

CONTACT PERSON: Laura Koenig, City Clerk/Deputy Finance Director ,8),/
ISSUE:

The issue before the Council is to continue the Public Hearing on the 2011 Budget from October
28, 2010. The Council took public comments on the General Fund, Enterprise Funds and
miscellaneous Public Works funds (Streets, Equipment Reserve and Building Maintenance). No
public comments were received.

STAFF RECOMMENDATION:
Staff recommends:

1) Council continue the public hearing on the 2011 budget for reserve and special purpose
funds. Direct staff to prepare an ordinance for adopting the 2011 Budget for the Council
meeting on December 2, 2010.

2) Direct staff to prepare an ordinance to amend SMC 3.48.080 and SMC 3.48.090 to remove
the specific dollar amount ($250,000) from the code and provide language in the code to
provide for annual deposits of revenues received from sales tax that exceed the amount
budgeted in the General Fund.

SUMMARY:

The City has several reserve and special purpose funds included in the annual budget. The
following is a summary of the funds:

2011 BUDGET SUMMARY

Fund Fund Name RESOURCES EXPENSE
100 General Fund Contingency $13,000.00 $0.00
150 General Fund Reserve $0.00 $0.00
107 Drug Enforcement Fund $4,825.00 $1,091.00
109 Community Improvement Fund $1,500.00 $1,500.00
114 IT Fund $38,558.00 $33,108.00

TOTALS $57,883.00 $35,699.00

100 General Fund Contingency/150 General Fund Reserve:

In 2006 the City established a General Fund Contingency and General Fund Reserve Fund with the
intent of providing for reserves and an emergency fund. The first year the City had excess funds was in
2008 and a transfer of $14,785 was made into the Contingency Fund. This was the excess amount of
sales tax and building permits over the budgeted amount. $14,585 was transferred in 2009. The
current fund balance is $29,270. The SMC reads:




3.48.080 Contingency Fund. There is hereby established in the General Fund a sub-fund
entitled the Contingency Fund. For audit purposes the fund shall be numbered Fund 100. Until
a total amount equal to the greater of 10% of annual General Fund revenues or $200,000 is
accumulated in the fund, monies shall be deposited to the fund on a periodic basis from
the City’s retail sales tax revenues when annual proceeds from that tax exceed $250,000.
The previous year's balance in the fund shall become the beginning fund balance in the next
annual budget for this sub-fund. Subject to any hearing required by law, amendment of the
City's budget as required by law, and compliance with RCW 35A.44.146, monies in the
contingency fund shall be used by the City to meet unanticipated revenue short falls or
unanticipated expenditures during the City's fiscal year. At no time shall the fund balance exceed
the legal limit set forth in RCW 35A.33.145.

3 48.090 Reserve General Fund. There is hereby established in the General Fund a sub-
fund entitled the Reserve General Fund. For audit purposes the fund shall be numbered
Fund 150. After annual revenues from the City’s retail sales tax exceed $250,000, and
after the City’s Contingency fund has been fully funded, remaining excess revenues
from the City’s retail sales tax shall be accumulated in this sub-fund until an amount
equal to the greater of 25% of annual General Fund revenues or $500,000 is in the fund.
The previous year's balance in the fund shall become the beginning fund balance in the
next annual budget for this sub-fund. Subject to any hearing required by law, and
amendment of the City’s budget as required by law, and any required compliance with
RCW 35A.33.145, monies in the Reserve General Fund shall be used to meet costs
associated with emergent and cataclysmic events after a declaration of emergency
promulgated by the Mayor. The sum of the monies in this fund and in the Contingency
Fund shall not exceed the legal limit set in RCW 35 A.33.145.

in 2010, the Council budgeted $13,085 into the Contingency fund. Sales tax revenues year to date
are $257,802 and the anticipated total for the year is $303,000. $13,000 is budgeted for transfer
into the Contingency Fund in 2011. The final transfer to the Contingency Fund will be part of the
final budget amendment for 2010 (Second Reading of the 2010 budget amendment is scheduled
for December 16, 2010). The Council can decide at that time the final dollar amount.

Since 2008, the General Fund budget has included $276,000 in sales tax revenues for General
fund purposes with excess revenues (over $276,000) transferred to the contingency fund. In
reviewing the SMC 3.48.080, the City should transfer amounts in excess of $250,000 into the
General Fund Contingency Fund.

Staff Recommendation:

The specific dollar amounts in SMC 3.48.080 and 3.48.090 limits the flexibility necessary to
balance the General Fund budget. Staff would recommend the Council amend the code to
be consistent with current city budgetary practice. Current practice is to transfer funds in
excess of the adopted budget amounts for sales tax into the Contingency fund on an
annually basis.

001 GENERALFUND  CONTINGENCY

2008 2009 2010 2011
Account Description Actual Actual Adopted Proposed
100-000-308-10-000  Beginning Fund Balance 0.00 14,785.00 29,370.00 42,455.00
100-000-313-10-000  Sales Tax Excess 10,540.00 14,585.00 13,085.00 13,000.00
100-000-322-10-000  Building Permit Excess 4,245.00 0.00 0.00 0.00

Total Resources $14,785.00  $29,370.00 $42,455.00  $55,455.00



100-100-597-55-000  Operating Transfer Out 0.00 0.00 0.00 0.00
Total Expense 0.00 0.00 0.00 0.00
100-900-508-00-000  Ending Fund Balance $14,785.00  $29,370.00  $42,455.00 $55,455.00

107 Drug Enforcement Fund

This fund can only be used for drug enforcement or educational purpose (restricted by state law).
The City, under an Interlocal agreement for regional drug enforcement, is a member of the
Snohomish County Regional Drug Task Force. The annual payment for the task force will be
budgeted out of the Drug Enforcement Fund. Fund reserves are being used to make the payment
to the Drug Task Force.

The City can continue to budget the Drug Enforcement Task Force payment out of the Drug
Enforcement until 2014 based on the current annual fee. Drug Enforcement Task Force expenses
will be transferred to the General Fund as a Law Enforcement expense in 2014. The fund
previously received revenues from drug seizures and enforcement. Under the Interlocal
Agreement with Snohomish County for police services those revenues aré now collected by the
County.

107 DRUG ENFORCEMENT

FUND
2008 2009 2010 2011

Account Description Actual Actual Adopted Proposed
107-000-308-10-000  Beginning Fund Balance 7,685.70 6,853.26 6,935.75 4,825.00
107-000-351-50-000 Investigative Fund Assessments 0.00 0.00 0.00 0.00
107-000-357-40-000 Investigative Fund Confiscation 0.00 0.00 0.00 0.00
107-000-361-11-000 Investment Interest 188.56 82.49 50.00 0.00

Total Resources 7,874.26  6,935.75 6,985.75 4,825.00
107-107-521-23-310  Operating Supplies 0.00 0.00 0.00 0.00
107-107-521-23-510  Drug Task Force ILA 1,021.00 0.00 2,120.00 1,091.00

Total Expense 1,021.00 0.00 2,120.00 1,091.00
107-900-508-00-000  Ending Fund Balance 6,853.26  6,935.75 4,865.75 3,774.75

4109 Community Improvement Fund

The Community Improvement Fund is used to track revenues and expenditures for community
oriented programs and improvements. The City partners with the School District and Volunteers of
America to operate and fund the Safe Stop program. The City will contribute $1,500 in 2011. The
source of the funding is state shared criminal justice special program funds. Currently the only
expense from the fund is for Safe Stop. Previously community donations for shared park and city
enhancements (i.e. flower pots) were receipted and expensed through the fund.

Under the new audit reporting requirements, the Community Fund must be rolled into the General
Fund for the annual report. If the City isn’t using the fund to track other joint community projects

and only tracks Safe Stop, the Council may want to consider eliminating the fund in 2012.



109 COMMUNITY IMPROVEMENT FUND

2008 2009 2010 2011

Account Description Actual Actual Adopted  Proposed
109-000-308-10-000  Beginning Fund Balance 1,309.67 1,598.52 0.00 0.00
109-000-333-04-200  CTED JAG Grant 0.00 2,196.01 0.00 0.00
109-000-334-04-200  CJ Special Programs - Safe Stop 1,201.18 1,248.81 1,500.00 1,500.00
109-000-367-11-000  Contributions - Private Source 0.00 12,000.00 0.00 0.00
109-000-397-10-000  Operating Transfer In 0.00 2,000.00 0.00 0.00

Total Resources 2,510.85 19,043.34 1,500.00 1,500.00
109-573-573-90-640  Capital Outlay - Equipment 0.00 14,087.84 0.00 0.00
109-573-573-90-641  JAG Grant Expenditures 0.00 2,196.01 0.00 0.00
109-574-574-90-310  Supply - Safe Stop 912.33 1,360.67 1,500.00 1,500.00

Total Expense 912.33 17,644.52 1,500.00 1,500.00
109-900-508-00-000  Ending Fund Balance 1,598.52 1,398.82 0.00 0.00

114 Information Technology (IT) Fund

In 2009, the City began the process of sta

ndardizing the computers and servers in all city

departments. The City contracts with iron Goat Inc. to provide internet and web page service. In

2010, the City created the IT fund to track all

costs for information technology and to fund reserves

for future equipment replacement. The operating funds transferred $30,400 into the fund in 2010.

It is anticipated the fund balance wil

| be $15,000 at the end of 2010. The goal is to create reserve

funds for future software and hardware upgrades. The reserves could be used to support the

Springbrook upgrade to V&.

The following is a breakdown of the expenses for 2011 and the amount each fund will contribute:

Fund 114 - IT Fund

Description of Expense Amount

Monthly maintenance 9600.00
Operating Supply 500.00
Springbrook Maintenance 10068.00
Springbrook V7 Upgrade 8640.00
Capital Outlay 7000.00
Reserve Funds 2750.00
Total 38558.00



2008 2009 2010 2011

Account Description Actual Actual Adopted Proposed
114-000-308-10-000 Beginning Fund Balance 0.00 0.00 0.00 0.00
114-000-361-11-000 Investment Interest 0.00 0.00 0.00 0.00
114-000-397-10-010 Operating Transfer In 0.00 0.00 30,400.00 38,558.00
Total Resources 0.00 0.00 $30,400.00 $38,558.00
114-114-518-80-310 Operating Supply 0.00 0.00 1,700.00 500.00
114-114-518-80-410 Professional Service 0.00 0.00 10,120.00 9,600.00
114-114-518-80-480 Repair and Maintenance 0.00 0.00 9,580.00 10,068..00
114-114-518-80-640 Capital Outlay - Equipment 0.00 0.00 4,000.00 15,640.00
Total Expense 0.00 0.00 $25,400.00 $33.108.00
114-900-508-00-000 Ending Fund Balance 0.00 0.00 $5,000.00 $5,4500.00
Springbrook Springbrook
Fund Distribution Maintenance V7 Upgrade Operating Capital Reserve Total
001 General 4176.00 0.00 4040.00 0.00 0.00 8216.00
101 Street 1044.00 2160.00 201.00 0.00 500.00 3905.00
400 Water 1616.00 2160.00 1953.00 4500.00 750.00 10979.00
401 Sewer 1616.00 2160.00 1953.00 2500.00 750.00 8979.00
402 Garbage 1616.00 2160.00 1953.00 0.00 750.00 6479.00
Total $10,068.00 $8,640.00 $10,100.00 $7,000.00 $2,750.00 $38,558.00
ALTERNATIVES:

1. Hold the public hearing. Ask questions. Close the public hearing. Direct staff to prepare
2011 Budget for First Reading on December 2, 2010.

2. Open the public hearing. Ask questions. Direct staff to areas of concern. Continue the
public hearing until December 2, 2010. This alternative indicates the city council has
additional questions or changes to the 2011 budget that may require continuing the public
hearing until a later date.

3. Do not hold the public hearing. This action implies the city council has questions or
concerns regarding the miscellaneous funds and needs additional information before
holding the public hearing.

ATTACHMENT: A. 2011 Proposed miscellaneous funds Revenues and Expenditures
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