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May 4, 2018 ES——
City of Bothell

Council, Citizens and Stakeholders:

Attached for your review is the City’s quarterly budget status report as of December 31,
2017. The budget period described in this report is 50 percent complete.

In 2017, excluding the $8,156,000 one-time transfer of proceeds from downtown property
sales (as outlined in the Council-approved 2017 budget amendment), the General Fund
suffered an operating deficit of $2,423,934.

The majority of the deficit is due to unanticipated tax refunds and unbudgeted public
safety expenditures:

Revenue Shortfalls: $1,149,879

e $472,132 — One-time refund of inaccurate 2015-2016 cellular utility tax payments
made by a utility provider.

e $350,000 — The Interim City Manager budgeted for City Hall parking garage lease
revenue that did not materialize as expected, credit card service fees the City’s current
financial system could not support, and City Hall office space rental income that did
not occur.

e $249,931 — One-time refund of 2011 through 2013 sales tax overpayments following
a taxpayer audit by the state Department of Revenue (DOR).

e $77,816 — Change in allocation of State marijuana revenues.

Public Safety Expenditures: $1,494,462

e $1,121,713 — Fire personnel expenditures exceeded the 2017 budget appropriation
due to implementation of the recent collective bargaining agreement. Additionally,
Fire overtime costs exceeded budget by $199,732.

e $372,749 - Police personnel expenditures exceeded the 2017 budget appropriation
due to the implementation of the recent collective bargaining agreement. Additionally,
Police overtime costs exceeded budget by $109,831.

Staff has updated 2018 budget projections and at this time a compensating surplus is
anticipated in the second year of the 2017-2018 biennium. Staff will continue to monitor
the situation and provide updates in future quarterly reports.

In addition, staff is preparing alternative revenue options for Council consideration that
will be presented at the May 15, 2018 Council meeting.

Please contact me if you have questions concerning this report.

A

Tami Schackman

City of Bothell Finance Director 18415 1015t Ave. NE

Bothell, WA 98011
425.806.6880
www.ci.bothell.wa.us
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On December 31, 2017, the City concluded the fourth quarter of the 2017-2018 biennium.
The budget period described in this report is 50% complete.
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Notable Highlights

2017 retail sales tax receipts were down $25,202 (0.3%) compared to 2016. The 2017
figure is skewed by the $249,931 one-time tax refund discussed on page 1, and 2016
results included a $465,000 one-time retroactive tax payment from an out-of-state vendor.

Major 2017 development revenues compared with 2016:
Construction sales tax: up $532,125 (23.5%)
Building permits: down $175,705 (12.3%)
Plumbing/mechanical permits: down $21,370 (6.7%)
Pre-application fees: up $11,859 (21.7%)

Plan check fees: up $461,906 (58.6%)
Development review fees: up $91,305 (11.0%)
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*Revenues exclude $8,156,000 one-time transfer of proceeds from downtown property sales.

; 2017-18
Budget vs Actual Figures 0
g g Inflow/Outflow e % of Budget

0,
CITYWIDE TOTAL Inflow| $114,021,273| $234,596,013 48.6%
Outflow| $110,861,298| $237,942,347 46.6%

*% 0,
GENERAL FUND Inflow $56,258,830, $106,378,409 52.9%
Outflow $50,526,763 $98,513,009 51.3%

0,
STREET FUND Inflow $5,184,801 $7,262,417 71.4%
Outflow $2,905,999 $6,592,303 44 1%

0,
CAPITAL IMPROVEMENTS FUND Inflow $19,261,873 $51,664,324 37.3%
Outflow $30,154,814 $61,118,586 49.3%

0,
PROPRIETARY FUNDS Inflow $25,865,685 $52,656,219 49.1%
Outflow $21,565,198 $61,249,015 35.2%

**General Fund Inflows include $8,156,000 one-time transfer of proceeds from downtown

property sales.
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The City Council requested that the following financial activities be tracked and reported
in Bothell's Quarterly Budget Status Report.

Inflow $1,192,385| Includes Accounts Receivable
2017 Development Review Fees Outflow ($1,580,975) Includes Overhead
Net ($388,590)
Inflow $2,797,114
2017 Permitting Fees Outflow ($2,309,793) Includes Overhead
Net $487,321
Inflow $1,338,302| 2017 Reimbursement to GF
2017 CFP Staff Outflow ($1,338,302)| 2017 GF Salaries/Benefits
Net $0
2017 $2,125 26 rebates
Utility Tax Rebates 2016 $2,175 27 rebates
Difference ($50)
Economic Indicators
December 2017 unemployment rates:
United States: 4.1%
Washington State: 4.5%
Seattle/Bellevue/Everett: 3.8%
Consumer Price Index (CPI) data:
CPI-U (all urban consumers)
e U.S. city average, Oct 2017 — Dec 2017 -0.1%
e Seattle/Tacoma/Bremerton, Oct 2017 — Dec 2017 0.5%
e U.S. city average, Dec 2016 — Dec 2017 2.1%
e Seattle/Tacoma/Bremerton, Dec 2016 — Dec 2017 3.5%
CPI-W (urban wage earners)
e U.S. city average, Oct 2017 — Dec 2017 -0.2%
e Seattle/Tacoma/Bremerton, June 2017 — Dec 2017 1.2%
e U.S. city average, Oct 2017 — Dec 2017 2.2%
e Seattle/Tacoma/Bremerton, Dec 2016 — Dec 2017 4.0%

Economic Forecast

The State Economic and Revenue Forecast Council’s February 2018 Economic and
Revenue Forecast incorporates the estimated impacts of the federal Tax Cut and Jobs

Act, which were not included in their November forecast. The forecast anticipates that
the tax cut will provide a short-term boost to the national economy.

Employment in Washington State is expected to grow by 2.2% in 2018, and by an average
of 1.6% per year from 2019 through 2021. Personal income is expected to grow by 5.5%
in 2018, and by an average of 5.3% per year from 2019 through 2021. Seattle-area
inflation is expected to average 2.3% per year from 2019 through 2021.
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https://www.bls.gov/news.release/archives/empsit_01052018.pdf
https://esdorchardstorage.blob.core.windows.net/esdwa/Default/ESDWAGOV/labor-market-info/Libraries/Economic-reports/MER/MER-2017-12.pdf
https://esdorchardstorage.blob.core.windows.net/esdwa/Default/ESDWAGOV/labor-market-info/Libraries/Economic-reports/MER/MER-2017-12.pdf
https://www.bls.gov/news.release/archives/cpi_01122018.pdf
https://beta.bls.gov/dataQuery/find?fq=survey:%5bcw%5d&s=popularity:D
http://www.erfc.wa.gov/publications/documents/jun15pub.pdf
https://erfc.wa.gov/sites/default/files/public/documents/publications/feb18pub.pdf
https://erfc.wa.gov/sites/default/files/public/documents/publications/feb18pub.pdf
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Property Taxes

Inflow 2017-18 Budget % of Budget
City Levy $11,241,655 $22,836,331 49.2%
EMS Levy $913,572 $2,123,233 43.0%
Other Taxes $45,034 $96,000 46.9%
Total $12,200,260 $25,055,564 48.7%

Property tax is a very stable revenue source. Projected revenues are
accrued equally throughout the year. Cash receipts occur primarily in April
and October.

The EMS levy is paid by Bothell's Snohomish County residents, who
approved a new six-year levy in November 2017. King County residents pay
an EMS levy directly to the County, which in turn pays the City annually for
providing Basic Life Support (BLS) services.

Other taxes include leasehold excise taxes and private harvest timber taxes,
which are received periodically throughout the year.

Sales/Use Taxes

Inflow 2017-18 Budget % of Budget
Retail* $8,956,581 $18,459,819 48.5%
Construction $2,798,850 $4,000,000 70.0%
Hotel/Motel $398,835 $801,003 49.8%
Criminal Justice $1,053,798 $1,980,858 53.2%
Total $13,208,065 $25,241,680 52.3%
2017 vs 2016
2017 YTD 2016 YTD Increase/Decrease
Retail* $8,956,581 $8,981,783 -0.3%
Construction $2,798,850 $2,266,725 23.5%
Hotel/Motel $398,835 $404,515 -1.4%
Criminal Justice $1,053,798 $992,744 6.2%
Total $13,208,065 $12,645,767 4.4%

There is a two month lag between when sales tax revenues are earned and
when they are received. For example, December sales tax is received in
late February

*The state Department of Revenue (DOR) deducted $249,931 from Bothell's May sales tax
distribution. This amount was refunded to a taxpayer who DOR determined had paid sales
tax in error between 2011 and 2013.





Business & Utility Taxes

Inflow 2017-18 Budget % of Budget
Electric & Gas $3,801,251 $9,588,981 39.6%
Cable TV $829,905 $1,547,365 53.6%
PEG Fees (Cable TV) $30,514 $64,000 47.7%
Telephone & Cellular* $1,099,585 $3,666,192 30.0%
Water & Sewer $858,283 $1,642,612 52.3%
Storm & Surface Water** $309,104 $619,609 49.9%
Sanitation*** $363,204 $605,206 60.0%
Sanitation - Recycling**** $40,635 $81,035 50.1%
Gambling $22,791 $30,200 75.5%
Utility Tax Rebate ($2,125) ($5,600) 37.9%
Total $7,353,147 $17,839,600 41.2%
2017 vs 2016
2017 YTD 2016 YTD Increase/Decrease

Electric & Gas $3,801,251 $3,566,523 6.6%
Cable TV $829,905 $832,653 -0.3%
PEG Fees (Cable TV) $30,514 $31,391 -2.8%
Telephone & Cellular* $1,099,585 $1,701,247 -35.4%
Water & Sewer $858,283 $759,888 12.9%

Storm & Surface Water** $309,104 $0 n/a
Sanitation*** $363,204 $278,065 30.6%

Sanitation - Recycling**** $40,635 $0 n/a
Gambling $22,791 $16,302 39.8%

Utility Tax Rebate ($2,125) ($2,175) n/a
Total $7,353,147 $7,183,894 2.4%

*Major provider overpaid a total of $273,890 during 2015-2016. A refund was issued in August 2017.
**Storm & Surface Water utility tax was reinstituted for 2017.

***City sanitation provider paid 6% rather than 5% tax in error for a portion of 2016.

****City recycling program was moved to the General Fund in 2017.

Franchise/License Revenue

Inflow 2017-18 Budget % of Budget
"Whatssup" Facilities (Parks) $11,181 $10,000 111.8%
Alderwood Water District $382,886 $734,600 52.1%
Northshore Utility District $201,977 $397,669 50.8%
Frontier/FIOS $91,947 $156,185 58.9%
Franchise Agreement Reviews $14,390 $0 n/a
Business & Sign Licenses $956,578 $1,980,300 48.3%
Total $1,658,958 $3,278,754 50.6%
2017 vs 2016
2017 YTD 2016 YTD Increase/Decrease

Alderwood Water District $382,886 $335,416 14.2%

Northshore Utility District $201,977 $194,539 3.8%
Frontier/FIOS $91,947 $76,295 20.5%

Business & Sign Licenses $956,578 $927,459 3.1%

Total $1,633,387 $1,533,708 6.5%





Non-Business Licenses & Permits

Inflow 2017-18 Budget % of Budget

Building Permits $1,249,266 $2,579,895 48.4%

Plumbing/Mechanical $297,121 $800,000 37.1%

Pre-Application Fees $66,629 $200,000 33.3%

Animal Licenses $63,703 $155,000 41.1%

Concealed Weapons $8,415 $14,000 60.1%
Ext of Const Noise Hrs $632 $0 n/a

Total $1,685,765 $3,748,895 45.0%

2017 vs 2016
2017 YTD 2016 YTD Increase/Decrease

Building Permits $1,249,266 $1,424,971 -12.3%
Plumbing/Mechanical $297,121 $318,491 -6.7%
Pre-Application Fees $66,629 $54,770 21.7%

Total $1,613,015 $1,798,232 -10.3%
Interg overnmental
Inflow 2017-18 Budget % of Budget
Intergovernmental $1,670,665 $2,636,721 63.4%

Intergovernmental revenues include grants and entitlements.

Charges for Services

Inflow 2017-18 Budget % of Budget
Charges for Services $5,735,457 $11,144,045 51.5%
2017 vs 2016
2017 YTD 2016 YTD Increase/Decrease
MVA Fees $2,364 $10,539 -77.6%
EMS Transport Fees $224,702 $233,644 -3.8%
Plan Check Fees $1,250,728 $788,822 58.6%
Development Re;’('eee"sv $918,008 $826,703 11.0%
Total $2,395,802 $1,859,708 28.8%

Charges for services also include recreation program fees.

Implementation of the MVA fee and an increase in the EMS Transport fee were
approved by Council in 2012. In 2013, the City also began collecting the EMS
Transport fee from residents of Fire District 10.





Interfund Services

Inflow 2017-18 Budget % of Budget
Interfund Services - Utilities $698,906 $1,546,216 45.2%
CFP Staff Transfers $1,591,180 $4,104,894 38.8%
Total $2,290,086 $5,651,110 40.5%

Interfund services represent payments made by the utility funds for their portion of
central City service costs — Finance, HR, City Manager, Clerk, IS, Legal, and Facilities.

Other Miscellaneous Revenues

Inflow 2017-18 Budget % of Budget
Fines/Penalties/Criminal Costs $301,926 $812,100 37.2%
Other Miscellaneous $1,440,411 $1,663,940 86.6%
Operating Transfers - In* $8,714,088 $9,306,000 93.6%
Total $10,456,426 $11,782,040 88.7%
2017 vs 2016
2017 YTD 2016 YTD Increase/Decrease

Fines/Penalties/Criminal Costs $301,926 $391,381 -22.9%
Other Miscellaneous $1,440,411 $607,921 136.9%

Operating Transfers - In* $8,714,088 $0 n/a
Total $10,456,426 $999,302 946.4%

*Includes $8,156,000 transfer from Capital Improvements Fund at year-end 2017, as outlined in Council-
approved 2017 budget amendment.

General Fund - Expenditures

Outflow 2017-18 Budget % of Budget
Personnel $37,881,520 $74,534,019 50.8%
Maintenance & Operations $8,709,347 $16,561,475 52.6%
Capital $606,751 $273,073 222.2%
Interfund/Operating Transfers $3,329,146 $7,144,442 46.6%
Total $50,526,763 $98,513,009 51.3%
2017 vs 2016
2017 YTD 2016 YTD Increase/Decrease
Personnel $37,881,520 $34,390,632 10.2%
Maintenance & Operations $8,709,347 $7,751,819 12.4%
Capital $606,751 $327,752 85.1%
Interfund/Operating Transfers $3,329,146 $3,043,879 9.4%

Total $50,526,763 $45,514,083 11.0%
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2017-18

Inflow/Outflow % of Budget
Budget
Street Inflow $5,184,801 $7,262,417 71.4%
Outflow $2,905,999 $6,592,303 44.1%

Street Fund revenues include proceeds from the "Safe Streets & Sidewalks" levy that
was approved by voters in November 2016.

2017-18

Inflow/Outflow % of Budget
Budget
. Inflow $2.687,540  $10208113  26.3%
Arterial Street Outflow $2.033,570 $4.028,656  50.5%

The Arterial Street Fund is funded through impact and mitigation fees. Spending
occurs through transfers to the Capital Improvement Fund for transportation projects.

2017-18
0,
Inflow/Outflow Budget Y% of Budget
Inflow $1,118,572 $86,000  1300.7%
Park Reserve Outflow $196.775 $219.000  nla

Park Reserve spending occurs through transfers to the Capital Improvement Fund.

2017-18

0,
Inflow/Outflow Budget Y% of Budget

Inflow $19,261,873 $51,664,324 37.3%
Outflow $30,154,814 $61,118,586 49.3%

Capital Improvement

Capital Improvement Fund spending is in accordance with the Council-approved 2017-
2023 Capital Facilities Plan (CFP). A $8,156,000 operating transfer was made to the
General Fund at year-end 2017, as outlined in the Council-approved 2017 budget
amendment.
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2017-18

Funds Inflow/Outflow % of Budget
Budget

. » Inflow $0 $2.626,138 0.0%
Combined Utility Systems Outflow $0  $3.390.283  0.0%
Water Inflow $6.114.499  $10,732.439  57.0%
Outflow $4.855578  $13,306.942  36.5%
Sewer Inflow $8.010.846  $15450181  51.8%
Outflow $6.986948  $16,621,175  42.0%
Inflow $7.440.023  $14.845505  50.1%
Storm & Surface Water Outflow $5418301  $15574.088  34.8%
. Inflow $1,775.247 $3.734,782  47.5%
Equipment Rental Outflow $1,775.247 $3.734.777  47.5%
Inflow $1,324.984 $2913336  45.5%
Self-Insurance Outflow $1.320.633 $2.813334  46.9%
Inflow $1,200,086 $2353.838  51.0%
Asset Replacement Outflow $1,208.491 $5808,416  20.8%

Capital spending in proprietary funds is not recognized as an expenditure when
spending occurs, but instead is depreciated over time in accordance with generally
accepted accounting principles (GAAP). The following table lists capital spending from

2017. alona with depreciation that was recoanized in 2017.

Water
Sewer
Storm & Surface Water
Equipment Rental
Asset Replacement
Total

($ spent in 2017, but not

2017 “expenditures”)

2017 Capitalized Spending

($ expensed in 2017
but not a cash outflow)

2017 Depreciation

$1,175,436 $669,458
967,959 541,044
679,498 1,230,982

0 3,960

715,617 938,544
$3,538,509 $3,383,987
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