




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: October 22, 2018 
 
SUBJECT:  Financial Reports Third Quarter Ended September 30, 2018 
 
 
DISCUSSION 
 
This document provides a summary review of the City financial activity for the third quarter 
ended 9/30/2018 and fund balances as of September 30, 2018.  
 
The reports have been formatted to be consistent with the adopted budget for ease of 
comparison and review of information.   
 
First report 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.   
 
Treasurer’s report provides a summary of the city’s cash and investments as of September 30, 
2018. 
 
A 75.0% (9 of 12 months) is used as the target % for comparing the actual year-to-date 
outcome to the 2018 amended budget.  
 
ALL FUNDS, CITY-WIDE OVERVIEW 
 
At the end of September 2018, on a city-wide basis, the city received 74.6% of the 2018 
revenue budget (including other funding sources and non-revenues) and expensed 62.5% of the 
total 2018 appropriations (including transfers out and other use of resources).   
 
While most recurring operating expenditures are within normal budget projections, capital and 
debt service expenditures are below the target at about 48.9% of the 2018 budgeted amount.   
 



At the end of September, the total city-wide revenues exceeded total expenditures by 
$2,222,893 and increased the ending fund balance by the same amount (a 13% increase from 
the beginning of the year).  
 
For most funds, the revenues exceeded current year expenditures and shows increase in ending 
fund balance, with the following exceptions: 
 
At the end of September, there are five (5) 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 $549,921 decrease from the beginning fund 
balance. This is explained in detail in the General Fund overview section below.  
 
The Arterial Street Fund shows $11,792 decrease from the beginning fund balance. The only 
revenue source for this fund is the state fuel tax revenues. The year-to-date revenue is 82.7% of 
the 2018 budget, and the expenditures is 84.1% of the 208 budgets.  It is anticipated that the 
year-end revenue will be at least 100% of the 2018 budget. The expenditures for the remainder 
of the year will need to be monitored to ensure that it does not exceed the 2018 appropriation.  
 
The Community Development Block Grant (CDBG) Fund shows $672 decrease in fund balance.  
This fund also has a negative fund balance of $561. A loan repayment of $286 was received and 
an unanticipated legal service cost in the amount of $1,557 for recording a foreclosure of a 
property.  We are expecting a loan repayment from a foreclosure sale of a property within the 
next few months and hope to bring the fund balance up to positive.  The 2018 second budget 
amendment provided a $600 transfer in from the General Fund; however, additional $567 legal 
cost was incurred since the budget amendment. We will need another budget amendment 
before the year end.   
 
The First Quarter REET Fund shows $46,805 decrease in fund balance. This was an anticipated 
decrease, as the 2018 budget included $152,165 use of the beginning fund balance.  Total 
revenues received through the end of September 2018 was $97,780, with a transfer out of 
$144,585 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 $95,806 decrease in fund balance. This is anticipated, as 
the 2018 budget included $232,540 use of the beginning fund balance. Total revenues received 
through the end of September 2018 was $98,294. A total of $194,100 was transferred out to 
other funds: $4,585 to the Debt Service Fund and $189,515 to the Public Facilities Reserve Fund 
for the library roof repair project and capital improvement projects at Recreation Park. 
 
BOTTOM LINE:  The City operated within the budget parameters, and overall revenues and 
expenditures are within the budget projections.  
  
GENERAL FUND OVERVIEW 
 



The 2018 amended budget includes use of beginning fund balance in the amount of 
$1,072,316, which is appropriated as follows: $223,871 for various 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, $92,866 transfer to the Compensated Absences Reserve and $92,866 
transfer to the 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.  The second budget amount in September 2018 required an 
additional $65,197 use of the beginning fund balance, of which the fire station asbestos 
cleaning costs is one of the main components.  
 
Total revenues and other receipts are 74.2% of the 2018 budget, and the expenditures and 
transfers out are 71.9% of the 2018 budget. A significant portion of this variance is from the 
Non-departmental department, which is explained in more detail in General Fund Expenditures 
section below.  
 
At the end of third quarter, the general fund expenditures and transfers out exceeded the 
revenues and other receipts by $549,921 (51.3% of the 2018 budget). 
 
General Fund Revenues: 
 
Total tax revenues make up about 86.0% of total general fund revenues. Total tax revenues 
through the end of September 2018 are $5,953,709 (73.3% of the 2018 budget). This is 
$135,910 below the 75% target amount; however, it is $175,100(or 3.0%) increase from this 
time last year. 
 
Property Tax revenues are $924,608 (56.4% of the 2018 budget).  This is about $304,807 below 
the 75% target amount; however, this is a normal at this time of year. The second half of 2018 
property tax is due in October, and the city will receive a remittance from the Lewis County in 
November. 
 
Sales and Use Tax revenues are $3,792,182 (79.8% of the 2018 budget). This is $228,086 above 
the 75% target amount and $317,974 (or 9.2%) increase from September 2017.  
 
About $379,229 (10.3%) of the year-to-date sales tax revenues are from construction and 
construction related activities (construction of buildings, specialty trade contractors, and heavy 
and civil engineering constructions), which is considered one-time nature, as the sale tax 
revenues will decline as the projects are complete. September 2018 sales tax receipts showed a 
4.4% decrease in sales taxes from aggregated construction groups. 
 
Marketplace Fairness Act (extending retail sales tax collections and/or reporting to remote 
sellers and internet sales) that went in effect on January 1, 2018 has some impact on the 
increase of local sales and use tax. However, the revenue gain from the Marketplace Fairness 
Act is offset by the reduction in the Streamlined Sales Tax (SST) mitigation payment.  
 



The City of Chehalis has received SST mitigation payments an accumulated amount of $200,448 
over a ten-year period from 2008 to 2017, an average annual receipt of $20,045 (or an average 
$5,011 quarterly). However, 2018 receipts to date shows that the city received $3,538.82 in the 
first quarter but nothing for the second quarter. The calculation report provided by the 
Department of Revenues shows that the gain from the Marketplace Fairness offset exceeded 
the SST mitigation amount calculated by $5,573.66, thus no SST mitigation payment was 
distributed to the City for the second quarter 2018.  
 
Utility Tax revenues are $1,195,832 (71.3% of the 2018 budget). This is $62,609 below the 75% 
target amount and a $146,120 decline from September 2017. The combined water, sewer, and 
garbage utility taxes are about 78.5% of the 2018 budget.  However, Gas utility tax is at 59.4% 
of the 2018 budget, Cable utility tax is at 38.6% of the 2018 budget, and Telephone utility tax is 
at 72.5% of the 2018 budget.  
 
License and Permit fee revenues are $126,204 (69.8% of the 2018 budget). Building permit fee 
is 53.5% of the 2018 budget and is about $16,000 below the 75% target amount. 
 
State Shared revenues are $205,176 (90.6% of the 2018 budget). This category includes 
Multimodal transportation, Streamlined Sales Tax Mitigation, Criminal Justice Special Program, 
Marijuana Enforcement, Marijuana Excise Tax, DUI cities, Liquor Excise Tax and Liquor Board 
Profits, and PUD privilege tax.  Marijuana Excise tax revenue to-date is $36,063 (190% of the 
2018 budget). 
 
Charges for goods and services revenues are $275,721 (76.5% of the 2018 budget). This 
category includes charges for fire and police services, plan check review fees, and parks & 
recreation program fees. Parks and recreation fees make up 53% of the budget in this category 
and is a key factor for the year-to-date revenue exceeding the 75% target amount. Parks and 
recreation program revenues to-date is $179,263 (92.3% of the 2018 budget).  Plan check fees 
revenues are 44.9% of the 2018 budget. This is about $14,300 below the 75% target amount.  

 
General Fund Expenditures and Transfers Out 
 
The 2018 appropriations and required transfers are budgeted at $10,402,168, including 
$9,502,081 for operating appropriations and $900,087 for capital outlays, debt service, and 
transfers out.  
 
At the end of September 2018, total expenditures are $7,475,777 (71.9% of the 2018 budget).  
 
Police and Fire make up 55% ($4,118,370) of the total general fund expenditures.  
 
Street and Facilities and Parks make up 16% ($1,195,745) of the total general fund 
expenditures. 
 
City administrative departments (City Council, City Manager, City Clerk, Human Resources, and 
Finance) make up 8% ($536,204) of the total general fund expenditures. 



 
Most departments operated within the budget parameters. Exceptions are: 
 
Police department expenditures are 76.6% of the 2018 budget and $50,879 above the 75% 
target amount. Wages, benefits and overtime expenditure to-date exceeded the 2018 budget 
by $30,226. This is contributable to one-time payment for vacation, sick and comp time buy out 
upon retirement of an employee. Small tools and insurance. In addition, certain expenditures 
budget (i.e. small tools and insurance, etc.) was spent early in the year rather than spreading it 
over to 12 months. 

 
Non-Departmental department expenditures are 60.5% of the 2018 budget. This is $162,417 
below the 75% 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 progress as of 9/30/2018.  A $50,000 contribution to the Main Street Tax Program is 
budgeted, but the payment wasn’t made until October.  
 
 
ENTERPRISE FUNDS 
 
Wastewater Fund 
 
Total revenue through the end of September are $4,086,354 (73.9% of the 2018 budget), which 
is about $61,000 below the 75% target amount.  Investment interest earnings through 
September is $46,162 (307.7% of the 2018 budget). However, wastewater sales revenue is 
72.9% of the 2018 budget. This is about $113,533 below the 75% target amount. 
 
Overall expenditures are 60.6% of the 2018 budget:  Operating expenditures are 67.2% of the 
2018 budget, and debt service and capital outlay expenditures are 50.7% of the 2018 budget.  
 
Water Fund 
 
Total revenue through the end of September are $2,261,911 (78.5% of the 2018 budget). 
Investment interest earnings are $62,872 which is 383.4% of the 2018 budget. Water sales 
revenues ae $2,165,184 (76.9% of the 2018 budget).   
 
Overall expenditures are 55.2% of the 2018 budget: Operating expenditures are 73.5% of the 
2018 budget, and debt service and capital outlay expenditures are 9.2% of the 2018 budget.  
 
Storm and Surface Water Fund 
 
Total revenues through the end of September are $502,801 (87.0 % of the 2018 budget).  
 
Overall expenditures are 49.9% of the 2018 budget: Operating expenditures are 67.1 % of the 
2018 budget, and debt service and capital outlay expenditures are 13.1% of the 2018 budget. 



 
Airport Fund 
 
Total revenues through the end of September are $1,591,808 (67.2% of the 2018 budget). Fuel 
sales revenues are 81.4% of the 2018 budget, and rents and Lease revenues are 74.7% of the 
2018 budget. However intergovernmental revenues (FAA grants) is 56.3% of the 2018 budget. It 
is anticipated that the remaining grant payment will be received by the year end. 
 
Operating expenditures are 74.3% of the 2018 budget.  However debt service and capital outlay 
expenditures are 45.0% of the 2018 budget. 
 
TREASURER’S REPORT – CASH AND INVESTMENT 
 
The city’s total cash and investment balance as of September 30, 2018 is $20,007,075. 
 
About 86% ($17,328,736) of the city’s cash is invested and earn interests. The remaining 14% 
($2,765,563) is held at the city or deposited in checking accounts (non-interest bearing) to 
cover on-going operational needs. A summary of cash funds and investment types are as 
follows: 
 
Cash on-hand $5,050 
Deposits in Checking Accounts $2,673,289 
Money Market Account $87,224 
Local Government Investment Pool $14,881,760 
U.S. Securities (held at U.S Bank) $2,359,752 
 
Total investment interest earnings through September 2018 amounted to $172,549, which is 
about 292% increase from September 2017 ($59,198).  This is result of shifting about $7 million 
from the city’s checking account to the LGIP account in 2018, in conjunction with an increase in 
LGIP interest rates.  The average interest rates for 2018 and 2017 are 1.7369% and 0.9502%, 
respectively.  
 
 
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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