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CHEHALIS CITY COUNCIL MEETING

AGENDA REPORT
TO: The Honorable Mayor and City Council
FROM: Jill Anderson, City Manager
BY: Chun Saul, Finance Director
MEETING OF: July 23,2018
SUBJECT: Financial Reports Second Quarter Ended June 30, 2018

DISCUSSION

This item has been scheduled to provide the financial reports for the second quarter ended
6/30/2018 (January through June).

EXECUTIVE SUMMARY

This document provides a summary review of the City financial activity for the second quarter
ended 6/30/2018 (January through June). The report has been formatted to be consistent with
the adopted budget for ease of comparison and review of information. First set of reports
provides a summary review of all City funds with their beginning fund balance, total revenues
and transfers in, total expenditures and transfers out, ending fund balances, and changes in
fund balances during the year. Second set of reports provides two-year comparative financial
reports for revenues and expenditures for the General Fund and the major enterprise funds.

A 50.0% (6 of 12 months) is used as the target % for comparing the actual year-to-date
outcome to the 2018 approved budget.

ALL FUNDS, CITY-WIDE OVERVIEW

At the end of June 2018, on a city-wide basis, the city received 51.6% of the 2018 revenue
budget (including other funding sources and non-revenues) and expensed 42.7% of the total
2018 appropriations (including transfers out and other use of resources).

While most monthly recurring operating expenditures are within normal budget projections,
capital expenditures are at about 25% of the 2018 budgeted amount.

At the end of June, the total city-wide revenues exceeded total expenditures by $1,970,006,
and increased the ending fund balance by the same amount (an 11% increase from the
beginning of the year).



For most funds, the ending fund balance (cash and investment) increased from the beginning
balance, with the following exceptions:

At the end of June, there are three (3) funds showing their ending fund balances decreased
from the beginning fund balances, which means total expenditures exceeded total revenues.

The General Fund’s ending fund balance shows $217,641 decrease from the beginning fund
balance. This is explained in detail in the General Fund overview section below.

The Community Development Block Grant (CDBG) Fund shows $701 decrease in fund balance. A
loan repayment of $286 was received and an unanticipated legal service cost in the amount of
$987 was incurred. This fund also has a negative fund balance as of June 30, 2018. This will be
corrected with the next 2018 budget amendment. For additional information, the total
outstanding CDBG loan balance as of June 30, 2018 is $104,700.

The First Quarter REET Fund shows $91,557 decrease in fund balance. Total revenues received
through the end of June 2018 was $53,028: $52,285 REET and $743 interest earnings. A total of
$144,585 was transferred out to other funds: $4,585 to the Debt Service Fund and $140,000 to
the Public Facilities Reserve Fund for the library roof repair project and for the fire station
improvement project.

The Second Quarter REET Fund shows $131,240 decrease in fund balance. Total revenues
received through the end of June 2018 was $53,345: $52,285 REET and $1,060 interest
earnings. A total of $184,585 was transferred out to other funds: $4,585 to the Debt Service
Fund and $180,000 to the Public Facilities Reserve Fund for the library roof repair project and
for various capital improvement projects at Recreation Park.

BOTTOM LINE: The City operated within the budget parameters, and overall revenues and
expenditures are within parameters for budget projections.

GENERAL FUND OVERVIEW

The 2018 amended budget includes use of beginning fund balance in the amount of
$1,007,119, which is appropriated as follows: $223,871 for one-time expenditures, $270,440
carryforward of 2017 unspent appropriations relating to police and fire collective bargaining
agreements and fire station capital improvement, $186,893 new appropriations for increased
expenditures, and $185,732 transfer to the Compensated Absences Reserve and Automotive
and Equipment Reserve Funds. A $140,183 revenue budget reduction for property tax revenue
projection, net of other revenues is also reflected in the use of the beginning fund balance.

At the end of second quarter, the general fund expenditures and transfers out exceeded the
revenues and other receipts by $217,641 (21.6% of the 2018 budget). This is $218,918 lower
than the 50% target amount. About 95.8% ($209,655) of this variance is attributable to the



activities of the non-departmental department. Additional information is provided in the
General Fund Expenditures and Transfers Out section in this report.

Total revenues and other receipts are 51.3% of the 2018 budget and the expenditures and
transfers out are 48.4% of the 2018 budget. Significant portion of this variance is from the Non-
departmental department, which is explained in more detail in General Fund Expenditures
section below.

General Fund Revenues:

Tax revenues make up about 89.2% of total general fund revenues. Total tax revenues through
the end of June 2018 are $4,250,223 (52.3% of the 2018 budget). This is $190,475 above the
target amount and $229,111 (or 5.7%) increase from this time last year.

Property Tax revenues are $902,760 (55.1% of the 2018 budget). This is about $83,149 above
the target amount and $5,885 increase from this time last year.

Sales and Use Tax revenues are $2,464,554 (51.9% of the 2018 budget). This is $88,489 above
the target amount and $263,275 (or 12.0%) increase from this time last year. About $123,798
(47.0%) of this increase is from construction and construction related activities (highway &
bridge and commercial & institutional building constructions), which is considered one-time
nature, and the sales tax will likely drop once the constructions are over. June 2018 Consumer
Price Index (CPI) for Seattle-Tacoma-Bremerton area went up 3.6 percent from a year ago,
which is one of the contributing factors for the increase.

Utility Tax revenues are $855,672 (51.0% of the 2018 budget). This is $16,711 above the target
amount. Water & sewer, electricity, and solid waste utility taxes collectively are 53.4% of the
2018 budget, whereas gas, cable, and telephone utility taxes collectively are 43.8% of the 2018
budget.

Intergovernmental revenues are 43.1% of the 2018 budget and $15,732 below the target
amount. The PUD privilege tax is the key factor for the low %. This category includes grants and
state shared revenues including entitlements, impact fees and PUD privilege tax. Total shared
revenues, other than the PUD tax, are 62.5% of the 2018 budget. The PUD privilege tax revenue
is budgeted for $70,775 and is due July each year.

Charges for goods and services revenues are 31.1% of the 2018 budget, which is about $65,954
below the target amount. This category includes charge for fire and police services, plan check
review fees, and parks & recreation program fees. Charges for fire and police services are 29.5%
of the 2018 budget, mainly due to the annual fire protection service fee for Green Hill is due in
July. Plan check fees revenues are 23.4% of the 2018 budget. Parks and recreation fees make up
55% of the budget in this category. Parks and recreation program revenues are 31.1% of the
2018 budget. This revenue is expected to pick up during the summer months.

General Fund Expenditures and Transfers Out




Adopted appropriations and required transfers are budgeted at $10,293,933, including
$9,469,446 for operating appropriations and $824,487 for capital outlays, debt service,
custodial activities, and transfers out.

At the end of June 2018, total expenditures and other decreases in fund resources are
$4,982,732 (48.4% of the 2018 budget).

Most departments operated within the budget parameters. Exceptions are:

Police department expenditures (excluding capital expenditures) are 51.4% of the 2018 budget
and $44,440 above the 50% target. This is due to certain budgeted expenditures are
substantially spent during the first two quarters, including small tools and insurance.

Fire department expenditures (excluding capital expenditures) are 53.3% of the 2018 budget
and $68,582 above the 50% target. About $66,000 (64%) of this variance is from payroll
benefits expenditures for city contributions to employees’ Health Savings Account (HSA)
through June. It was determined that $77,650 city contributions to employee’s Health Savings
Account (HSA) was omitted from the 2018 adopted budget inadvertently. This will be included
in the next 2018 budget amendment. The remaining variance is contributable to certain
budgeted expenditures (i.e. small tools, uniforms, insurance, professional services, etc.) are
substantially spent during the first two quarters.

Non-Departmental department expenditures (excluding transfers out) are 15.7% of the 2018
budget. This is $209,655 below the 50% target. The following are the key factors for this
variance. A $161,609 is budgeted in a suspense account to address the possible impact
associated with the International Association of Fire Fighters collective bargaining agreement.
The negotiation is still in process as of 6/30/2018. A $50,000 contribution to the Main Street
Tax Program is budgeted, but we have not made the contribution yet. A various professional
services costs are budgeted (i.e. audit fees, voter registrations, IT services, phone services, etc.)
in an aggregate amount of $171,000, but only $6,934 (4.1% of the 20158 budget) was expensed
through the end June. We will monitor the activities of these budget line items closely and
make appropriate adjustments with the next 2018 budget amendment.

City Council, City Manager, City Clerk, Human Resources, and Finance expenditures are below
the 50 % target. One of the contributing factors is the contra expenses (costs allocation to other
funds, thus reducing the department’s expenditures). Total 2018 budget for contra expenses
are $347,543, and at the end of June, total contra expenses are $214,250 (61.7% of the 2018
budget). Contra expense allocations will fluctuate throughout the year, because of fluctuations
of various allocation factors (i.e. council agenda items, FTEs, and actual revenue receipts and
vouchers processed, etc.) A budget adjustment will be made in the next 2018 budget
amendment.

ENTERPRISE FUNDS




Wastewater Fund

Operating revenues through the end of June are $2,788,894 (50.4% of the 2018 budget).
However, wastewater sales revenue is 48.7% of the 2018 budget. This is about $63,000 below
the 50% target amount.

Total operating expenditures are 48.4% of the 2018 budget.

Debt service expenditures are 50.1% of the 2018 budget. Capital outlay expenditures are 5.9%
of the 2018 budget.

Water Fund
Operating revenues through the end of June are $1,352,924 (47.3% of the 2018 budget).
However, water sales revenue is 47.0 % of the 2018 budget. This is about $77,538 below the

target amount.

Operating expenditures are 42.7% of the 2018 budget. Debt service expenditures are 3.6% of
the 2018 budget. Capital outlay expenditures are 11.9% of the 2018 budget.

Storm and Surface Water Fund

Operating revenues through the end of June are $334,690 (57.9% of the 2018 budget).

Operating expenditures are 48.7 % of the 2018 budget.

Airport Fund

Operating revenues through the end of June are $954,986 (50.0% of the 2018 budget).
However, fuel sales revenues are 43.8% of the 2018 budget. This is $29,982 lower than the 50%
target amount.

Operating expenditures are 47.1% of the 2018 budget.

FISCAL IMPACT
As shown.

RECOMMENDATION
It is recommended that the City Council review this information and let staff know if there are
any questions.

SUGGESTED MOTION
N/A
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