ITEM PH-2/ OB-2

CITY OF MEDINA

November 12, 2013

To: Mayor and City Council
From: Robert J. Grumbach, Interim City Manager
Re: 2014 Budget Message

| am pleased to submit for review and adoption the City of Medina 2014 budget. This budget has
been prepared consistent with the Council’s direction following a process that began with the July
22" City Council budget planning session. This is a balanced budget with anticipated revenues
aligning with anticipated expenditures. It meets the Council goals and policies and maintains
overall City services.

Background:

The general fund budget remains fully balanced without a need to use fund balances. It is
anticipated that revenues for the ensuring budget year are sufficient to support budgeted General
Fund Operating needs. While expenses are anticipated to increase 1.38 percent in 2014, we
anticipate a 3.89 percent revenue increase in 2014 over the budgeted revenues in 2013. Sales tax
continues to rise from the $723,893 collected in 2012 to a projected $900,000 in 2013 and
$921,000 in 2014; general property tax increases from $2,482,185 in 2013 to $2,547,429 in 2014;
and permits for new construction will be lower from $1,047,599 in 2013 to $856,851 in 2014, but
permit fees in 2014 are still 14.9 percent higher than budgeted in 2013.

Key 2013 Changes:

GENERAL FUND:
Revenue
» Small revenue increase due to actual sales tax and criminal justice.
e Large revenue increase due to licenses and permits.
¢ Small revenue decrease due to decrease Building Official services with Clyde Hill.

Expenses
o Expense increase due to Executive separation agreement.

e Expense increase due to IT System changes.

e Large expense increase in legal-special counsel.

o Expense decrease due to cost savings not hiring a public records consultant.
e Large expense decrease due to officer vacancy and lesser jail services.

o Large expense increase in development consultant and professional services.
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STREET FUND:

Revenue
¢ Revenue decrease for WA DOT SR 520 Project.

Expense
e Expense decrease in NPDES and WA DOT SR 520 Project.

CAPITAL PROJECT FUND:

Revenue
e Large revenue increase in Real Estate Excise Tax.
e lLarge revenue decrease in grants.

Expense
e Large expense decrease in storm drainage and pond treatment.

e Large decrease in expense due to 2014 carryover of the Public Works Shop Facility
Improvement Project.

CAPITAL FUND RESERVE:

o Operating transfer to Capital Project Fund.

Summary of Key Financial Policies for 2014 Budget:

v

®

v

Ensure a financial base that will sustain City services and adjust to changes in service
requirements.

Support the Strategic Goals and Municipal service levels of the city.

Consistent with state law.

Provide for the design, construction, maintenance and replacement of capital facilities and
equipment to protect the capital investment.

General fund operating balances will be maintained at a level of 25 percent of the total General
Fund budgeted expenditures.

Reserves will be maintained in the Capital Fund Reserve.

2014 Budget Assumptions:

GENERAL FUND:

Revenue

Property tax is budgeted at one percent increase, plus new construction.

Sales tax revenue is similar to 2013.

Utility Tax and Franchise Fees are budgeted at the same rate as 2013 (4 percent).
Permit and development fee revenues are budgeted at 14.9 percent higher than 2013.

Expenses
e Salary increases of 2.6 percent.

e Includes city manager separation agreement.

e Sets Finance Director's salary the same as Public Works and Development Services
Directors.

e Large expense decrease in fire and medical contract.

e Assumes a fully staffed Police Department, less anticipated savings from vacant Police
Chief Position.
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e [ncrease in expense for expanded lifeguard services to cover a wider swim area at Medina
Beach Park.
e New expenses for park improvement projects.

STREET FUND:
Revenue
e |Large decrease in revenue for National Pollution Discharge Elimination.

e Motor Fuel Tax is anticipated to remain the same as 2013.

Expense
e Large decrease in expense from National Pollution Discharge Elimination.

CAPITAL PROJECT FUND:
Revenue
e Large revenue increase in Real Estate Excise Tax based on 2013 levels.
e Large revenue decrease due to King County grants ending.

Expense
e Large expense increase from Public Works Shop Improvement Project 2013 carryover.

e Fund transfer from Capital Fund Reserves.
CAPITAL FUND RESERVE:

o No fund transfers.
Capital Facilities:

Council has taken a systematic approach to maintaining and improving the City’s infrastructure.
City Hall and the Police Station remodel was completed in 2011. In 2012, council authorized major
improvements for traffic calming on 84" Avenue N.E. as well as installment of Phase Il of the
surveillance camera project. In 2011, as part of the rent agreement with ATC, a portion of the City
shop building was demolished and rebuilt. In 2013, the City shop improvement project begins to
expand the City shop building to provide facilities to store and maintain equipment. This project
will be completed in 2014. Important capital projects budgeted for 2014 include repairs to the
Overlake Drive East Bridge and sidewalk repairs along 12" Street N.E. to improve pedestrian
safety.

Other considerations:

The second half of 2013 saw the City experience major turnover in City Hall personnel. This
personnel turnover provided an opportunity to evaluate work assignments and to realign the
organization to better match work assignments with positions and departments. These changes
included shifting one FTE position from Central Services to Finance and consolidating finance-
related tasks with this position; and moving responsibilities of the Civil Service Secretary to the City
Clerk/ Deputy City Clerk in Central Services.



2014 Budget Summary - All Funds
Excluding Transfers

REVENUES
Beginning 2014: Revenue/Finance Resources: $5,462,396
General Fund
Property Tax $2,547,429
Sales Tax $920,000
Criminal Justice $64,000
Utility Tax & Franchise Fees $458,884
Licenses and Permits $519,906
State Inter Gov Revenue $59,653
Hunts Point Police Revenue $254,670
Clyde Hill Bldg Official Revenue $12,000
Goods and Services Revenue $348,000
Fines, Court, Traffic Infraction $60,000
Investment Interest $8,500
Other Revenues $68,733
$5,321,775
Street Fund
Nat'l Pollution Discharge Elimination, WA DOT $53,500
Motor Fuel Tax (unrestricted) $59,500
$113,000
Capital Projects Fund
Real Estate Excise Tax $744,000
KC Property Levy Il, Floed, Conservation $71,173
$815,173
Subtotal 2014 Revenue: $6,249,948
Total 2014: Revenue/Finance Resources: $11,712,344
EXPENDITURES
General Fund
Legislative Services $33,700
Municipal Court $78,000
Executive Department $277,314
Finance & Insurance $524,502
Legal Services $190,000
Central Services $314,600
Information Technology $127,569
Police Department $2,024,186
Fire Service Contract $651,304
Emergency Management $49,950
Planning & Development $878,976
Lifeguard Supplies/Training $33,950
Parks Maintenance & Dev $484,075
$5,668,126
Street Fund
Public Works Street Maintenance $355,448
Tree Fund $0
Capital Projects Fund
Capital Projects $1,068,173
Total 2014 Expenditures: $7,091,747

Ending 2014: Fund Balances/Finance Resources: $4,620,597




2014 Comparative Summary by Fund
Adopted 11/12/2013
Updated Actuals as of 12/31/2013

2014
2011 2012 2013 2013 Adopted
DESCRIPTION Actual Actual Budget Actual Budget
GENERAL FUND
BEGINNING FUND BALANCE $  1,535673 | % 1,771,945 $ 2,061,921 | $ 2,061,921 | $ 2,736,012
REVENUES 5,078,424 5,345,499 5,122,519 5,708,443 5,321,775
OPERATING TRANSFERS-IN - - - - -
EXPENDITURES 4,597,152 4,965,523 5,236,157 5,071,863 5,308,237
OPERATING TRANSFERS-OUT 245,000 90,000 - - -
ENDING FUND BALANCE $ 1,771,945 | § 2,061,921 | $ 1,948,283 |$ 2,736,012 | $ 2,749,549
STREET FUND
BEGINNING FUND BALANCE $ 131,255 | § 88,334 | $ 99,483 | § 99,483 1 § 47,129
REVENUES 112,320 90,447 197,901 190,536 113,000
OPERATING TRANSFERS-IN 245,000 290,000 110,000 110,000 270,000
EXPENDITURES 400,241 369,298 383,419 352,890 339,613
OPERATING TRANSFERS-OUT - - o - =
ENDING FUND BALANCE b 88,334 | § 99,483 | $ 23,965] $ 47,129 | § 90,516
TREE FUND
BEGINNING FUND BALANCE $ 24,674 | § 27,456 | $ 35856 $ 35856 | § 69,356
REVENUES 4,488 8,400 - 33,500 -
OPERATING TRANSFERS-IN - - - - -
EXPENDITURES 1,705 - - - -
OPERATING TRANSFERS-OUT - - 5 . s
OTHER NON-EXPENDITURES
ENDING FUND BALANCE $ 27,456 | § 35,856 | $ 35,856 | § 69,356 | § 39,356
CAPITAL PROJECTS FUND
BEGINNING FUND BALANCE $ 1,561,782 | $§ 404,028 | $ 146,232 | § 146,232 | $ 731,297
REVENUES 940,392 574,488 937,460 951,106 815,173
OPERATING TRANSFERS-IN 210,696 - 200,000 200,000 -
EXPENDITURES 2,208,146 632,284 1,128,045 456,041 957,173
OPERATING TRANSFERS-OUT - 200,000 110,000 110,000 270,000
ENDING FUND BALANCE $ 404,028 [ § 146,232 ] § 45,647 ] $ 731,297 | § 319,297
CAPITAL FUND RESERVE
BEGINNING FUND BALANCE $ 2276380 (% 20763808 2,076380)% 2,076,380 $ 1,878,602
REVENUES b 5 $ b $ - ) 22221% =
OPERATING TRANSFERS-OUT | § 200,000 | $ - $ 200,000 % 200,000 | $ =
ENDING FUND BALANCE $ 2,076,380 |8 2,076,380|3% 1.876380|% 1,878,602 (8% 1,878,602
TOTAL ALL FUNDS BUDGET
BEGINNING FUND BALANCE $ 5,529,764 | $ 4,368,143 | § 4,419,872 4419872 | $ 5,462,396
REVENUES 6,135,624 6,018,834 6,257,880 6,984,643 6,249,948
OPERATING TRANSFERS-IN 455,696 290,000 110,000 310,000 270,000
EXPENDITURES 7,297,244 5,967,105 6,747,621 5,942,120 6,605,025
OPERATING TRANSFERS-OUT 445,000 290,000 310,000 310,000 270,000
ENDING FUND BALANCE $ 4,368,143 [ § 44198728 3,730,131 |5 5,462,396 $ 5,107,319
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