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City of Bothell

September 25, 2017

Council, Citizens and Stakeholders:
Attached for your review is the City’s quarterly budget status report as of March 31, 2017.

As previously conveyed to the Council, the General Fund’s operating deficit for the first
quarter of the 2017-2018 biennium totaled $361,833. The deficit was primarily due to
shortfalls in a number of revenue streams that were anticipated in the Council-adopted
2017-2018 budget:

e Telephone and cellular utility tax revenues are down nearly $93,000 compared
to the first quarter of 2016. A major cellular provider’s reported revenues have
dropped 50% in the first quarter of 2017 compared to the prior 15 months —
staff is investigating the issue.

e Water and sewer utility tax revenues are down nearly $14,000 compared to the
first quarter of 2016.

e State marijuana tax revenues ($90,000 projected in 2017) is to be collected
beginning September 2017. The state Department of Revenue reversed prior
distributions to Bothell when it was discovered that a retail store was located
outside the city limits. (A subsequently opened store is within the city limits.)

e City Hall garage rental payments ($190,000 projected in 2017) did not
materialize in 2017.

e An anticipated rental of office space on the fourth floor of City Hall ($60,000
projected in 2017) did not occur.

e Collection of credit card service fees ($100,000 projected in 2017) is not
supported by the City’s financial system. Collections are to begin in January
2018 when the new financial system comes online.

State law does not allow for modification of a biennial budget until the eighth month of the
first year of the biennium. Staff is now focused on recalibrating the originally adopted
2017-2018 budget and preparing a 2018 reserve reinstatement strategy options for
Council consideration.

Please contact me or the City Manager if you have questions concerning this report.

X

Tami Schackman
City of Bothell Finance Director

18415 101st Ave. NE
Bothell, WA 98011
425.806.6880

www.ci.bothell.wa.us


http://www.ci.bothell.wa.us/

On March 31, 2017, the City concluded the first quarter of the 2017-2018 biennium. The
budget period described in this report is 12.5% complete.
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Retail sales tax receipts for the first quarter of 2017 were up $13,615 (0.7%) over 2016.

Major 2017 development revenues versus the first quarter of 2016:

Construction sales tax: up $40,665 (8.1%)

Building permits: down $239,975 (55.9%)
Plumbing/mechanical permits: down $45,530 (48.1%)
Pre-application fees: up $4,789 (39.4%)

Plan check fees: up $163,914 (85.9%)

Development review fees: up $92,167 (48.9%)
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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 $330,026| Includes Accounts Receivable
2017 Development Review Fees Outflow ($378,053) Includes Overhead
Net ($48,027)
Inflow $592,923
2017 Permitting Fees Outflow ($506,643) Includes Overhead
Net $86,280
Inflow $332,753| 2017 Reimbursement to GF
2017 CFP Staff Outflow ($332,753)| 2017 GF Salaries/Benefits
Net $0
2017 $100 1 rebate in Q1
Utility Tax Rebates 2016 $0 No rebates in Q1
Difference $100
Economic Indicators
March 2017 unemployment rates:
United States: 4.5%
Washington State: 4.7%
Seattle/Bellevue/Everett: 3.3%

Consumer Price Index (CPI) data:

CPI-U (all urban consumers)

U.S. city average, Dec 2016 — Feb 2017
Seattle/Tacoma/Bremerton, Dec 2016 — Feb 2017
U.S. city average, Feb 2016 — Feb 2017
Seattle/Tacoma/Bremerton, Feb 2016 — Feb 2017

CPI-W (urban wage earners)
e U.S. city average, Dec 2016 — Feb 2017
e Seattle/Tacoma/Bremerton, Dec 2016 — Feb 2017
e U.S. city average, Feb 2016 — Feb 2017
e Seattle/Tacoma/Bremerton, Feb 2016 — Feb 2017

Economic Forecast

The State Economic and Revenue Forecast Council's

0.9%
1.0%
2.7%
3.4%

0.9%
1.3%
2.8%
3.7%

preliminary June forecast

continues to incorporate policies proposed by the Trump administration, including
anticipated increases in federal infrastructure spending, as well as lower personal and
corporate federal tax rates consistent with the House Republican plan. It is important to
keep in mind that these measures have yet to be implemented, and therefore Bothell has
not modified its budget forecast to include these speculative monies.

Washington housing construction fell off in the first quarter of 2017 after a fourth quarter
spike. Washington employment is now expected to grow by 2.4% in 2017 (up from 2.3%
in the March forecast), and personal income is expected to grow by 4.8% (down from
5.0%). Expectations continue to call for growth to gradually decelerate.
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https://www.bls.gov/news.release/archives/empsit_04072017.pdf
https://esd.wa.gov/labormarketinfo/report-library
https://esd.wa.gov/labormarketinfo/report-library
https://www.bls.gov/cpi/cpid1703.pdf
http://www.erfc.wa.gov/publications/documents/jun15pub.pdf
http://www.erfc.wa.gov/forecasts/documents/p0517.pdf
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Property Taxes

Inflow 2017-18 Budget % of Budget
City Levy $2,815,291 $22,836,331 12.3%
EMS Levy $227,981 $2,123,233 10.7%
Other Taxes $14,484 $96,000 15.1%
Total $3,057,755 $25,055,564 12.2%

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 six-year levy in 2011. 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 $2,038,989 $18,459,819 11.0%
Construction $544,177 $4,000,000 13.6%
Hotel/Motel $76,643 $801,003 9.6%
Criminal Justice $238,868 $1,980,858 12.1%
Total $2,898,676 $25,241,680 11.5%
2017 vs 2016
2017 YTD 2016 YTD Increase/Decrease
Retail $2,038,989 $2,025,374 0.7%
Construction $544,177 $503,512 8.1%
Hotel/Motel $76,643 $74,293 3.2%
Criminal Justice $238,868 $223,282 7.0%
Total $2,898,676 $2,826,462 2.6%

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





Business & Utility Taxes

Inflow 2017-18 Budget % of Budget
Electric & Gas $1,220,242 $9,588,981 12.7%
Cable TV $207,826 $1,547,365 13.4%
PEG Fees (Cable TV) $8,028 $64,000 n/a
Telephone & Cellular $344,121 $3,666,192 9.4%
Water & Sewer $117,537 $1,642,612 7.2%
Storm & Surface Water* $76,110 $619,609 12.3%
Sanitation** $91,840 $605,206 15.2%
Sanitation - Recycling*** $10,138 $81,035 12.5%
Gambling $4,581 $30,200 15.2%
Utility Tax Rebate ($100) ($5,600) 1.8%
Total $2,080,323 $17,839,600 11.7%
2017 vs 2016
2017 YTD 2016 YTD Increase/Decrease
Electric & Gas $1,220,242 $1,100,178 10.9%
Cable TV $207,826 $207,095 0.4%
PEG Fees (Cable TV) $8,028 $7,935 1.2%
Telephone & Cellular $344,121 $435,898 -21.1%
Water & Sewer $117,537 $131,168 -10.4%
Storm & Surface Water* $76,110 $0 n/a
Sanitation** $91,840 $96,651 -5.0%
Sanitation - Recycling*** $10,138 $0 n/a
Gambling $4,581 $3,660 25.2%
Utility Tax Rebate ($100) $0 n/a
Total $2,080,323 $1,982,585 4.9%

*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) $0 $10,000 0.0%
Alderwood Water District $77,929 $734,600 10.6%
Northshore Utility District $48,976 $397,669 12.3%
Frontier/FIOS $23,144 $156,185 14.8%
Franchise Agreement Reviews $13,640 $0 n/a
Business & Sign Licenses $241,500 $1,980,300 12.2%
Total $405,188 $3,278,754 12.4%
2017 vs 2016
2017 YTD 2016 YTD Increase/Decrease
Alderwood Water District $77,929 $75,928 2.6%
Northshore Utility District $48,976 $51,696 -5.3%
Frontier/FIOS $23,144 $18,858 22.7%

Total $150,048 $146,481 2.4%





Non-Business Licenses & Permits

Inflow 2017-18 Budget % of Budget

Building Permits $189,053 $2,579,895 7.3%
Plumbing/Mechanical $49,067 $800,000 6.1%
Pre-Application Fees $16,957 $200,000 8.5%

Animal Licenses $15,825 $155,000 10.2%

Concealed Weapons $2,715 $14,000 19.4%
Ext of Const Noise Hrs $474 $0 n/a
Total $274,091 $3,748,895 7.3%

2017 vs 2016
2017 YTD 2016 YTD Increase/Decrease

Building Permits $189,053 $429,028 -55.9%
Plumbing/Mechanical $49,067 $94,597 -48.1%
Pre-Application Fees $16,957 $12,168 39.4%

Total $255,077 $535,793 -52.4%
Interg overnmental
Inflow 2017-18 Budget % of Budget
Intergovernmental $239,056 $2,636,721 9.1%

Intergovernmental revenues include grants and entitlements.

Charges for Services

Inflow 2017-18 Budget % of Budget
Charges for Services $1,456,332 $10,822,545 13.5%
2017 vs 2016
2017 YTD 2016 YTD Increase/Decrease
MVA Fees $1,042 $2,054 -49.3%
EMS Transport Fees $49,545 $74,932 -33.9%
Plan Check Fees $354,803 $190,889 85.9%
Development Re;’('eee"sv $280,795 $188,628 48.9%
Total $686,186 $456,504 50.3%

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 $191,410 $1,546,216 12.4%
CFP Staff Transfers $389,479 $4,104,894 9.5%
Total $580,889 $5,651,110 10.3%

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 $91,751 $812,100 11.3%
Other Miscellaneous $200,917 $1,663,940 12.1%
Operating Transfers - In* $27,848 $1,100,000 2.5%
Total $320,516 $3,576,040 9.0%

2017 vs 2016
2017 YTD 2016 YTD Increase/Decrease

Fines/Penalties/Criminal Costs $91,751 $102,881 -10.8%

Other Miscellaneous $200,917 $77,915 157.9%
Operating Transfers - In* $27,848 $0 n/a

Total $320,516 $180,796 77.3%

*Transfers from Capital Improvements Fund to cover one-time software/hardware upgrade costs, as
outlined in adopted 2017-2018 budget.

General Fund - Expenditures

Outflow 2017-18 Budget % of Budget
Personnel $8,575,506 $73,906,319 11.6%
Maintenance & Operations $1,977,448 $16,583,540 11.9%
Capital $261,400 $216,608 120.7%
Interfund/Operating Transfers $860,307 $7,144 442 12.0%
Total $11,674,661 $97,850,909 11.9%

2017 vs 2016
2017 YTD 2016 YTD Increase/Decrease

Personnel $8,575,506 $8,418,626 1.9%

Maintenance & Operations $1,977,448 $1,777,556 11.2%
Capital $261,400 $0 n/a

Interfund/Operating Transfers $860,307 $817,583 5.2%

Total $11,674,661 $11,013,765 6.0%
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Other Major Funds Revenues vs Expenditures
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2017-18

Inflow/Outflow % of Budget
Budget
Street Inflow $967,559 $7,262,417 13.3%
Outflow $741,752 $6,592,303 11.3%

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 $307,951 $10,208,113

Outflow $248,531 $4,028,656 6.2%

Arterial Street

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 $67,536 $86,000 78.5%
Park Reserve Outflow $6,825 $0 n/a

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

2017-18
(0)
Inflow/Outflow Budget Y% of Budget
. Inflow $4,462,406  $51,445324  8.7%
Capital Improvement Outflow $4.080.602  $52.912.586  7.7%

Capital Improvement Fund spending is in accordance with the Council-approved 2017-
2023 Capital Facilities Plan (CFP).
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2017-18

Funds Inflow/Outflow % of Budget
Budget

. N Inflow $331,780 $2.626.138  12.6%
Combined Utility Systems Outflow $274.811  $3.390.283  8.1%
Water Inflow $911,813  $10,732,439 8.5%
Outflow $088.347  $13,306,942 7.4%
Sewer Inflow $1845225  $15450181  11.9%
Outflow $1.865706  $16,621,175  11.2%
Inflow $1631.228  $14.845505  11.0%
Storm & Surface Water Outflow $1,171,996  $15,574,088 7.5%
. Inflow $426 451 $3.734,782  11.4%
Equipment Rental Outflow $426,451 $3.734.777  11.4%
Inflow $361,684 $2913336  12.4%
Self-Insurance Outflow $306,927 $2.813334  10.9%
Inflow $334.204 $2353.838  14.2%
Asset Replacement Outflow $93,119 $5.808,416 1.6%

In October 2014, the City issued a combined utility revenue bond for $18,355,000.
Proceeds from the bond are designated for the following utility capital projects:
Penn Park Reservoir Improvements (W7)

Water:
Water:
Sewer:
Sewer:
Sewer:
Storm/Surface Water: Horse Creek Improvements (SW11)

Downtown Revitalization Utility Improvements — Water (W11)

Lift Stations #2 and #3 (S4 and S11)

Promontory Hillside Sewer Improvements (S8)

Downtown Revitalization Utility Improvements — Sewer (S9)

Funds will be transferred from the Combined Utility Systems Fund to the other three
utility funds on an as-needed basis to cover project expenditures.
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