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CITY OF CHEHALIS

350 N. Market Boulevard Room 101
Chehalis, Washington 98532
(360) 345-1042 / Fax (360) 748-0651

www.cityofchehalis.com

May 7, 2010

Honorable Mayor Ketchum, city councilors, and citizens of Chehalis:

This budget message summarizes the 2010 budget. 1would first iike fo recognize the significant work it took to puf this budget
together in the face of a major economic downtum both locally and nationally. The department directors, program
administrators and their staffs did a commendable job this year putting their 2010 budget requests together.

This year we took a very different administrative approach than in previous years. We used more of a private sector model than
the traditional govemmental approach in puiting the budget together. Our Finance Manager, Eva Lindgren working with the
departments and reviewing past revenues, first developed revenue projections for 2010, She next reviewed those with the city
manager and “constraint budgets™ were identified for each ity depariment and program by the city manager. Next, the
department and program managers developed their budget requests within their identified “constraint budget’. In almost al
cases this was very challenging for them as they had significantly less overall funding to work with. At the same time, they were
given falitude within their overall “constraint budget”. In many cases this made the review process for the Council Budget
Committes, Mayor Pro Tem Dawes, Councilor Chad Taylor and Councilor Terry Harris, much easier as they knew they were
already reviewing a balanced budget hased upon available projected revenues to the city overall.

| would like to fake this opportunity to thank Mayor Pro Tem Dawes, Coungilors Taylor and Hariis for the significant time and
effort they put into thelr review and the discussions about the budgets and revenues. Those discussions with them were very
helpful in our preparation of the proposed 2010 Budget that was taken fo the full clty councll for thelr consideration and review.
Further, I would like to afso recognize Eva Lindgren, Finance Manager, for her tireless efforis to improve the financial
documents throughout the development of the proposed 2010 City Budget. Without her painstaking effort throughout the year,

the city would not have ended 2009 as well as we did. Last, but certainly not least, | wish to thank the City Council for your
continued commitment as we worked our way fhrough the hours and meetings of the 2010 Budget Worksheps and Council
Meestings. You asked good questions and challenged myself and my administration to be focused and frugal with the pubfic's

money: Thank you!

To the citizens of Chehalis, | am pleased to report that the 2010 budget in total, results in only a small decrease to fund balancs.
In spite of significant budget reductions, we have maintained services; we have provided reserves, albeit fower than what |
would like. I did not request any property tax increase again this year upon city council policy direction. The 2010 City General
Fund Budget shows an 18.86% decrease in budgeted expenditures and fransfers out from the 2009 City General Fund Budget.
Additionally, based upen the local economic downtum this year and the councii discussion at our last budget workshops, the city
is not raising utility rates in 2010. We were able fo do this by deferring capital projects that we felt we could do without in the
short term. At the same time, the city cannot indsfinitely conlinue to defer needed infrastructure work and utility rate
adjustments without jeopardizing our water, wastewater and stormwater systems.

Overview

in the General Fund, the most significant drop in revenues is due to the projected drop in grant revenues primarily relating to the
Chamber Way Project, which was completed in 2009. From 2009 fo 2008, we are projeciing a 80.85% drop in
intergovemmental revenues from $3,700,978 to $339,150. The completion of the Chamber Way Project in 2009 has also
resulted In a reduction of budgeted Street Division capital expenditures in excess of $2,775,000.




In addition fo the General Fund, significant drops In budgeted expenditures and transfers out were aftributable to only a handful
of funds. The Community Development Block Grant Fund 2010 expenditures and iransfers out budget experienced a $185,638
or 92.06% drop in budgeted expenditures. Over half of the drop, $101,233, is attibutable to a one-time fransfer out to the
Genera! Fund budgeted In 2009. The Public Faclities Reserve Fund 2010 expenditures and fransfers out budget experienced a
drop of $318,638 or 100.00%. When the fund sold real properfy in 2009, a transfer out to the General Fund was budgeted to
reimburse that fund. The Wastewater Fund expenditure and transfers out budget for 2010 shows a drop of $540,847 or
11.77%. Most of this drop is atiributable to the deferal of capital projects, The Garbage Fund also experienced a significant
expenditure drop of $268,848 or 95.59%. This is discussed further in the Garbage Fund highlight section.

One of the ongoing guidelines provided by the council for the budget was that there are no new taxes or general user fees
increases bullt into the budgst. The 2010 budget complies with that direction. Additionally, the City Council after discussion and
consideration of the economic downtum locally, froze the ulility rates for 2010.

The 2010 levy and budget resulted in no real change to the city’s property tax rates. The folal combined fax rafe in 2010 is
$2.25 per $1,000 of assessed value, consisting of $1.89 for general operations and $0.36 for the six-year emergency medical
services (EMS) levy approved by city voters in 2009. In 2008, the totel combined tax rate came fo $2.25 per $1,000 of
assessed value. The citizens’ support for the EMS levy is much appreciated and will be used fo continue quality EMS to our

community. A

As part of the 2010 budget 1 did not recoramend a cost of-living increase for non-represented employees. it should be noted
that, in light of fiscal challenges Chehalis faced In 2009, non-represented and uniform Firefighters agreed to furlough days in
order to minimize lay-offs. At the end of 2009, the city was still in negotiations with the non-uniformed represented employees.
Negotiations were concluded early in 2010 and a contract was ratified.

Fund Highlights

General Fund '
Proposed general fund expenditures and transfers out Is $9,559,949, with a projected 2010 ending fund batance of $702,617.

Most city services are provided from this general purpose fund,

The 2010 proposed budget does not request an increase in the property tax levy. The sales and use taxes represent the single
fargest revenue stream for the General Fund. The City experienced a sharp decrease in this fax revenue from 2008 to 2009.
The 2010 budget reflects our expectation that this revenue will stabllize at 2009 levels. Therefore, 2010 budget reflects only a
drop of $3,300 or 0.10% from the 2009 budget.

The interfund loans totaling $1,450,000 received from the Water and Wastewater Funds in 2008 helped shore up the General
Fund's reserves. In 2008, the General Fund reimbursed over $300,000 to the Water and Wastewater Funds. The City is
pursuing several different financing options to reimburse the ulility funds. The expectation of issuing debt and reimbursing the
Water and Wastewater Funds is reflected in the 2010 budget.

Arterial Streef Fund

Normally, the Arterial Street Fund is used for the “oiling and chip sealing” program for our cify streets. Due fo fiscal pressures,
street costs nommally recorded in the General Fund but efigible for Arterial Street funding, are being budgeted in this fund for
2010, as was the case in 2009. However, recognizing the inherent costs of deferring the oiling and chip seating program yet
again, the City is funding this program with funds from the Second Quarter Percent REET Fund, as noted below. -

Tourism Fund
The ladging tax advisory committee has requested funding for organizations that advertise and promote the City and "put heads

in beds” The Council has approved the requests of the Tax Advisory Committee.  With the addition of a prominent hotel,
increases in Tourism Taxes have continued, in spite of the economic downtum. In the 2010 budget, the expenditures are
budgeted to decrease by $1,545, or 1.01%. The 2009 budget drew down reserves by $33,121; the 2010 budget reduces the

projected draw down to only $10,890.
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Coinpensated Absences Reserve Fund
In recognition of the material accrued vacation, comp fime and sick leave payable upon termination relating fo the General Fund

alone, Chehalis has made a commitment to building up reserves in the Compensated Absences Reserve Fund to begin fo
mitigate the liability. In 2008 and 2010, transfers in of $50,000 and $25,000 were budgeted. No expenditures were budgeted

for In either year.

Community Development and Housing Funds (Funds 195 and 197 :
The tota! expenditures budgeted for in these two funds in the 2010 budget come fo $53,500 with projected ending fund balances
totaling $324,330. The Community Development Block Grant Fund (CDBGF) continues to be depleted. Its projected ending
fund balance for 2010 is $498, with Housing and Urban Development Fund (HUDF) transferring $10,000 to the CDBGF in 2010.

These funds continue fo cover the costs of some desirable community development activities and services, such as a share of
the “enrichment” (recreation) program at the Lewis County Twin Cities Senior Center, growth management planning, downtown
redevslopment, and the ¢lty's hearings examiner who handtes appeals of land use, zoning, and development decisions made by

the administration.

Public Facilities Reserve Fund .
The public facilities reserve fund ending reserves have been reduced to $45,856 in the 2010 budget.  Insignificant revenues

and no expendifures have been budgeted in this fund for 2010,

Automotive/Equipment Regerve Fund
In the 2010 budget, $81,000 in expenditures and transfers out are budgeted. Of that, $50,000 represents a fransfer out fo the

General Fund. The projected ending fund batance is $29,183. This fund is to be used for high priority equipment acquisition
and replacement costs. _

First and Second Quarter REET Funds

The First and Second Quarter REET Funds have been established in accordance with state requirements fo account for real
estate excise taxes which have specific criteria for usage. In 2010, only expenditures for the strest oiling project were budgeted
for.In a REET fund - the Second Quarter Percent REET Fund. The projected ending fund balances for the First Quarter and
Second Quarter REET Funds tofal $145,858 and $46,283, respectively.

Garbage Fund .
This budget provides for garbage and recycling seivices that are provided through a contract for service. During 2008, the

garbage contractor fook over billing responsibilities {or garbage services. 2010 was the first year in which the city did not bill for
garbage services and remit payments to the conlractor. As a result, the 2010 Garbage Fund budget shows a decrease in
revenues of $248,400 or 95.87% and a decrease in expenditures of $268,848 or 95.50%. The projected ending balance for

2010 is $505.

Wastewater Fund
For 2010, the Wastewater Fund budgeted expenditures totaling $4,054,790 - a decrease of $540,847 or 11.77% from the 2009

budget. it has a projected ending fund balance of $2,951,146.

Water Fund
For 2010, the Water Fund budgeted expenditures totaling $2,509,129, with a projected 2010 ending fund balance of

$2,758,577.

With the potential for continued commergial, Industrial and residential growth in the water senvice area, the administration is
exploring how to maintain and improve our water system to maintain the high tevel of service.

Storm & Surface Water Utility Fund '
This fund has a 2010 expenditure budget of $444,642, with a projected 2010 ending fund balance of $208,358. New rates have

not been implemented for 2010. In consequence, the City will continue in an operations and maintenance mode. Unfil this fund
builds adequate reserves to conduct rehabilitation, the focus will continue fo be stormwater control, with minor repairs done as

probfems arise in the system.

it




Firemen's Pension Fund
The firemen's pension fund has a 2010 expenditure budget of $120,000, with a projected ending fund balance of $279,257.

This fund is restricted fo only fund required payments to retirees who had some pre-LEOFF service credits.

_City Agency Fund
This fund was established with ihe City's conversion to cash-basis accounting. The cash and investments accounted for in this

fund — such as utility deposils - do not belong to the City and must therefore be segregaled in this fund. In accordance with
state guidance, only revenues are budgeted in this fund. In the 2010 budget, net revenues of $0 are budgeted for with an

estimated ending fund balance of $279,257.

Closing Comments

In closing, | must state that | am honored fo serve the City of Chehalis Council, Citizens and Employees as yéur City Manager,
and 1 look forward to working with you in 2010. Additionally, | am pleased to present the City Council and Cilizens with a budget
that maintains services, provides fund reserves, and does not raise taxes. _

Sinca elj,

Merlin G. MacReynold
Clty Manager
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Where Heart and History Shape Our Future

The City of Chehalis was founded in 1883 and incorporated on
September 22, 1890. It operates under the laws of the State
of Washington applicable to a non-chaiter code city with a
council-manager form of government. in accordance with
accepted State of Washington practices, the City of Chehalis
has adopted a cash-basis of accounting and reporting.

The city is a general purpose government that provides police
and fire services, parks and recreation activities, water
treatments and distribution, wastewater collection and
treatment, storm water collection, street maintenance, land
use planning, building plans review and code enforcement,
municipal court services and general administrative services.




PRINCIPAL OFFICIALS

As of December 31, 2009
ELECTED CITY OFFICIALS
(City Council)
| Name Position Term Expiration
Anthony E. Ketchum, Sr. Mayor ~ District 3 - 12-31-11
Chad E. Taylor "~ At-Large 12-31-09
Terry F. Harris District 1 12-31-11
Daryl J. Lund " District 2 12-31-11
Dr. Isaac S. Pope District 4 12-31-11
Vacant At-Large 12-31-09 .
Dennis Dawes, Mayor Pro Tem At-Large 12-31-09
APPOINTED CITY OFFICIALS
l?ame Title
Metlin G, MacReynold City Manager
Wiltiam Hillier City Attorney
Steven R. Buzzard Municipal Court Judge
Judy Schave City Clerk
Eva K. Lindgren Finance Manager
Peggy Hammer Human Resources/Risk Manager
Glenn Schaffer Police Chief
Kelvin Johnson Fire Chief
Tim Grochowski Public Works Director
Bob Nacht Community Development Director

vi
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ORDINANCE NO. 854-B

AN ORDINANCE OF THE CITY OF CHEHALIS, WASHINGTON,
ADOPTING THE BUDGET OF THE CITY FOR THE YEAR 2010
AND PROVIDING FOR THE EFFECTIVE DATE HEREOF.

THE CITY COUNCI‘L OF THE CITY OF CHEHALIS, WASHINGTON, DO
ORDAIN AS FOLLOWS:

*

Section1.  Attached hereto and identified as Exhibit “A”, in summary
form, are the total of estimated revenues and appropriations for each separate fund and
the aggregate totals for all such funds combined for the budget of the city for 2010, and
by this reference said Exhibit “A,” showing a total estimated ending fund balance of
$7,919,323, is incorporated herein as if set forth in full and the same is hereby adopted in

full.

Bection 2. This ordinance is a legislative act delegated by statute to the City
Councit of the City of Chehalis, is not subject fo referendum and shall take cffect January i,

2010.
PASSED by the City Council of the City of Chehalis, Washington, and

APPROVED by its mayor, at & special open public meeting thereof this 21st day of December,

e B ST

{Mayor

Aftest:

City ¢le

Apprcte as tﬂ orm

City Attorney
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Ordinance 864-B
Exhibit "A"

CITY OF CHEHALIS PROPOSED BUDGET

2010 Budget Summary

All Funds
Est. Beg. Operating Operating} Est. End.
Fund Transfers| Expend- | Transfers; Fund

FUND NAME Balance | Revenus In {tures Cut Balance

General Fund . 1,047,000 9,165,566 50,000 9,499,949 ,60,000 702,617
Arfarial Straet Fund 163,000 155,000 30,000 335,394 1] 12,806
Tourisn Fund 66,259 140,600 0 151,700 o 55,059
Compsnsated Absence Fund 53,238 350 25,000 0 0 78,688
Community Dev. Block Grant Fund 2498 - 4,000 10,000 16,000 0 498
HUD Block Grant Fund 359,334 2,000 ¢ 27,500 10,000 323,834
Public Facliiiies Reserve Fund 45,656 200 0 0 o 45,866
Automotive/Equlp. Res, Fund 109,883 300 0 31,000 50,000 29,183
1st Quarter REET Fund 109,258 36,600 0 0 0 145,858
2nd Quarter REET Fund 113,413 36,350 0 103,180 0 46,283
Wastewater Fund 2,799,797 4,206,139 0 4,054,790 0 2,951,146
Water Fund 2,189,129 3,078,577 ¢ 2,509,129 6 2,758,677
Storms & Surface Water Fund 225,000 428,000 0 444 842 0 208,358
Garbage Fund 2,220 5,700 5,000 12,415 i¢] 505
Firemen's Pension Funed 387,400 13,700 0 120,000 S0 281,100
Gity Agency Fund 279,257 0 [ 0 0 279,257
TOTALS. 7,062,040 17,272,862 120,000 17,305,698 720,000 7,919,323

ix
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CITY OF CHEHALIS ADOPTED BUDGET

2010 Budget Summary
All Funds
Est. Beg. Operating Operating| Est. End.
Fund ‘ Transfers | Expend- | Transfers| Fund

FUND NAME Balance | Revenue In itures Out Balance |
General Fund 1,047,000 9,165,566 50,000 9,499,949 60,000 702,617
Arterial Street Fund 163,000 155,000 30,000 335,394 0 12,606
Tourism Fund 66,259 140,500 0 161,700 G 55,059
Compensated Absence Fund 53,238 350 25,000 0 0 78,588
Community Dev. Block Grant Fund 2,496 -4,000 10,000 16,000 (1] 498
HUD Block Grant Fund 359,334 2,000 "0 27,500 10,000 323,834
Public Facilifies Reserve Fund 45,656 200 0 0 0 45,856
Automotive/Equip. Res. Fund 109,883 300 0 31,000 50,000 29,183
1st Quarier REET Fund 109,258 36,600 0 0 0 145,858
2nd Quarier REET Fund 113,113 36,350 [} 103,180 0 46,283
Wastewaler Fund 2,799,797 4,206,138 0 4,054,790 0 2,951,146
Water Fund 2,189,129 3,078,577 0 2,509,129 0 2,758,577
Storms & Surface Water Fund 225,000 428,000 V] 444,642 0 208,358
Garbage Fund 2,220 5,700 5,000 12,415 0 505
Firemen's Pension Fund 387,400 13,700 0 120,000 0 281,100
City Agency Fund 279,257 0 0 0 0 279,257
TOTALS 7,952,040 17,272,982 120,000 17,305,699 120,000 7,919,323
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GOVERNMENTAL FUND TYPES

All governmental funds share a common measurement focus and basis of
accounting. Under the current financial resources measurement focus, the
objective of the operating statement is to report near-term inflows and out-flows
of financial or spendable résources. .

GENERAL FUND -

The general fund is the City’s general operating fund. It accounts for all financial
resources and transaction except those required to be accounted for in another
fund.
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CITY OF CHEHALIS ADOPTED 2010 GENERAL FUND BUDGET

Revenue Scurces {Where the Money Comes From)
Interdepartmental Charges

9% Intergovemnmental
Reventies
Proceeds fom Long-fem 4%  Interfund Taxes

12% / / 4%
U“":’ -;6 xes Charges for Goods &
3 Senvices
2%
Penalfies and Fines
1%
Property Taxes| Ucenses/Permits
16%
1%
Rent and Royalties
1%
= Transfers in
Sales and Use Taxes 19,
36%
What You Get for Your Tax Dollars (Where the Money Goes)
Public Works - Streels
5% Finance
5%
Community Development
- 16% City Manager
4% Municipat Court
3%
Non-Deparimental

16% Public Works - Engingering

' 3%

Human Resources
1%
City Council
1%
. City Clerk
25% 1%

Fire
20%
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SPECIAL REVENUE FUNDS

Special revenue funds account for revenues derived from specific taxes, grants
or other sources which are designated to finance particular activities of the city.

Arterial Street Fund — This fund is used to account for the City's share of motor
vehicle fuel tax revenues and special state grants that are legally restricted to the
construction or maintenance of state highways within the City’s boundaries.

Tourism Fund — This fund is uéed to account for the Motel/Hotel Transient Tax
the City receives, which-is legally restricted to the promotion of tourism.

Compensated Absences Fund — This fund is used fo account for the
accumutation of funds towards the potential vacation/sick leave benefit pay-out
upon termination.

Community Development Block Grant Funds and HUD Block Grant Funds -
These funds are used to account for special state or federal revenues that are
limited to expenditures approved under individual agreements. Rehabilitation of
low-income houses, side sewer repair, and rental assmtance are some examples

of accepiable uses.
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CAPITAL PROJECT FUNDS

Capital project funds account for financial resources which are designated for the
acquisition, construction, renovation, or major maintenance of general
government capital assets.

Public Facilities Reserve Fund — This fund is used fo account for the
accumulation of funds to finance a Property Management Plan.

Automotive/Equipment Reserve Fund — This fund Is used to account for the
accumulation of funds to finance the Five-Year Capital Plan.

First Quarter Percent REET Fund — This fund is used to account for the money
collected from the first quarter percent real estate excise tax authorized under
RCW 82.46.010 (2). The proceeds are required to be used “solely for financing
capital projects specified in a capital facilities plans element of a comprehensive

plan.”

Second Quarter Percent REET Fund - This fund is used to account for the
money collected from the second quarter percent real estate excise tax
authorized under RCW 82.46.035 (2). The proceeds are required to be used for
“public works projects of a local government for planning, acquisition,
construction, reconstruction, repair, replacement, rehabilitation, or improvement
of strests, roads, highways, sidewalks, street and road lighting systems, traffic
signals, bridges, domestic water systems, storm and sanitary sewer systems,
and planning, construction, reconstruction, repair, rehabilitation, or improvement

of parks.”
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PROPRIETARY FUND TYPES

Proprietary funds are used to account for a government's business-type
activities. :

ENTERPRISE FUNDS

Enterprise funds account for resources in situations where a given fund providés
services primarily to customers outside the financial reporting entity.

Wastewater Fund — This fund is used to account for the operations of the City's
wastewater utility. :

Water Fund — This fund is used to account for the operations of the City's water
ufifity.

Storm and Surface Water — This fund is used to account for the operations of
the City's storm drainage and surface water management utility.

Garbage Fund - This fund is used to account for the City’s solid waste
collections operation, primarily to customers outside the financial reporting entity.
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FIDUCIARY FUND TYPES

Fiduciary Funds account for assets held in a trustee or agency capacity for
others and therefore cannot be used to support the government’s own programs.

PENSION TRUST FUND

Pension: Trust Funds account -for the operation of a trust established for
employee retirement benefits.

Firemen's Pension Fund — This fund is used to account for the accumulation of
resources for pension benefit payments to qualified firefighters and their

survivors.
CITY AGENCY FUND

Agency Funds account for funds held in an agency capacity for others by the
City.

The City Agency Fund — This fund is used to account for utility deposits placed
~ with the City by utility customers and to account for municipal court funds not

belong;ng fo the City.
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CITY OF CHEHALIS 2010 BUDGET

SCHEDULE OF TRANSFERS

Transfers [n:

General Fund (001) $50,000
Arterial Streets Fund (102) 30,000
Compensated Absences Fund (110) 25,000
Comm, Dev. Block Grant Fund (195) 10,000
Garbage Fund (402) 5,000
Total: - $120,000
Transfers Out:

General Fund (001) $60,000
Housing and Urban Dev. Fund (197) 10,000
Auto/Equipment Reserve Fund (302) 50,000
Total: $120,000
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