CITY OF ELLENSBURG
501 North Anderson Street
Ellensburg, Washington 98926
Telephone: (509) 962-7221 Fax: (509) 962-7143

City of

SAkT0rg

January 30, 2015

The Honorable Mayor,
City Council, and
Citizens of Ellensburg, Washington

We are pleased to present to you the 2015-2016 Biennial Budget for the City of Ellensburg.

The purpose of this transmittal letter is to provide the Council and public with a summary of the
general issues addressed in the budget and to highlight significant changes in projected
revenues and expenditures. This document as presented represents a continued commitment
to provide effective fiscal management and professional service delivery, while maintaining a
high quality of life for our citizens. The budget reflects a financial plan to move us forward
toward achieving the goals identified in the City’s Comprehensive Plan within the confines of
available City resources. It allocates resources to a variety of programs necessary to protect the
community, maintain the City’s infrastructure, and continue to provide a level of service that
our community has come to expect.

Budget Development

The Biennial Budget preparation takes a significant amount of time and commitment on behalf
of all departments every other year beginning in June of even years. As noted below, staff
develops the budget with City Council’s goals and objectives in mind as the foundation of the
budget development. This budget serves as a policy document, an operations guide, a financial
plan, and a communications device for the coming biennium. It helps guide our decisions and
discussions about operations and capital programs throughout each year of the biennium. The
following budget basis represents a communication of Council priorities and maintains current
levels of service while incorporating modest expenditure increases on expanded programes.
These expanded programs have emerged as a result of strategic planning in the IT Division,
input from Department Directors, and guidance from the Council.

Financial Challenges

The Ellensburg economy appears to be stabilizing and is showing some growth. Revenue
projections for 2014 indicate that sales tax revenue is on target to meet or exceed the sales tax
collected in 2008 prior to the onset of the recession. While the revenue picture is improving,
we remain cautious while including initiatives addressed by Council in the annual budget
retreat, and have incorporated some of the work identified in the Information Technology
Strategic Plan. The City’s targeted General Fund reserve is set by resolution at 20% of ongoing
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operating expense, and by resolution is not to fall below 15%. For 2015 and 2016, reserve
levels are at 22% and 18% respectively when including the sales tax reserve. While the
projected fund balance in 2016 is below the reserve target, it is anticipated that prudent
management of the General Fund will result in a larger cash balance than budgeted and these
expenditures will be closely monitored to ensure a healthy bottom line at the end of 2016.

The costs of employee benefits have continued to rise faster than revenue projections. In
addition to salary increases programmed into the 2015/2016 budget we have seen increases in
employee benefits that impact our ability to expand or offer significant project or program
enhancements. The budget contains a 5% increase in each budget year for Health Insurance
costs and Labor & Industries industrial insurance rates increases. State modification of the
City’s retirement contribution rate also impacts the budget significantly. The State retirement
rate for the various public employee retirement systems increased as follows:

Current Rate Rate Effective 7-1-15
PERS I, II, Il 9.21% 11.2%

The overall benefit rate increases result in a budget impact of $268,029 in 2015 and $377,290 in
2016.

Budget Summary

As we move forward, the City will continue to monitor revenues closely and oversee
expenditures city-wide. The 2015-2016 Biennial Budget totals $76,496,321 for 2015 and
$62,918,697 for 2016 excluding fund balance. These expenditure totals represent $34.27
million in personnel costs (25%), $30.59 million for supplies (22%), $40.11 million for services
(29%), $6.23 million for debt service (4%), $18.58 million for capital outlay (13%), and in $9.62
million in transfers among funds (7%).

The City’s General Fund revenues are projected to increase slightly. The projected revenue for
fiscal years 2015/2016 are $14,603,822 and $13,213,933. Combined with the projected
carryover from 2014 the total available resources in the General Fund are $17,610,524 for 2015
and $15,943,266 for 2016.

Total projected tax revenue (property taxes, sales taxes, business and occupation tax and utility
taxes) in the General Fund are 56,223,288 for 2015 and $6,386,684 for 2016. This is
approximately $364,787 more than 2014. Regular property tax receipts incorporate a 1%
property tax increase as allowed under current law. This increase produces approximately
$26,509 which represents an amount less than $1.44 per Ellensburg resident. Retail sales tax
activity includes a 3% increase for 2015 and a 2% increase for 2016. This is a conservative
projection based upon an estimated sales tax growth of 4% in 2014. Water, sewer, cable and
garbage utility tax rates were increased by .5% in order to continue the funding of economic
development provided by Ellensburg Business Development Authority in 2015. The 2015-2016
Biennial Budget also includes rate adjustments in the Utility accounts to address capital
construction needs and fund the utility share of the accounting software acquisition. These
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budgets were also impacted by implementation of the Telecommunication Utility in 2014 and
increased rates address expenditures for system construction that were not included in the
respective utility budgets in 2014. Utility rate adjustments are as follows:

UTILITY 2015 2016
Electric Rate 51 % Increase
Natural Gas Rate 5 % Decrease in residential rate
Water Rate 8 % 5 % Increase
Sewer Rate 4 % 4 % Increase
Stormwater Rate $1.82 /ERU Increase

Budget Highlights

The 2015-2016 Biennial Budget includes a number of expanded programs and capital projects.
We have continued to make progress in meeting many of the City’s capital investment needs.
Included in the 2015-2016 Biennial Budget;

e KVMP brick wall replacement

e North Alder Street Sprayground

e Rotary Park Off Leash Dog Park construction

® various vehicle and equipment replacements

e emergency generator/fire suppression system for the IT facility
e Parks Master Plan update

e Ellensburg Public Safety Building evaluation

An itemized list of funded expanded programs and capital requests can be found on pages 165
thru 170 of the budget.

The personnel portion of the budget includes salary increases governed by the various labor
contracts. Non-represented personnel are scheduled to receive a 2% market adjustment in
2015 and 2016 and will receive step increases subject to satisfactory performance and available
revenue. This budget represents the first year in the past five years that non-represented
salaries have not been held at 1%.

The budget also includes provisions for the addition of a Parks Maintenance Technician and a
number of promotions and job duty revisions as outlined under the personnel changes heading

on pages 151 thru 157 of the budget document.

Major Projects, Programs, and Issues

Funding for the Arts: The budget includes a $17,000 annual contribution to the Arts
Commission in support of public art and art programs. This amount is in addition to the Arts
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Commission’s current annual obligation authority of $8,000 and brings the total annual
commitment to the arts to $25,000. Council instructed staff to increase the arts commitment
and fund it at an amount equal to 10 percent of the construction sales tax the City receives
annually, and that direction is reflected.

Geddis Building: The interfund loan used to purchase and rehabilitate the Geddis building is
due in November of 2015. The proposed budget anticipates sale of the building with full cost
recovery from the sale. If sale of the building has not occurred by July of 2015 it will be
necessary to extend the funding arrangement with interim financing or long-term debt
financing.

Transit Funding: The budget includes a $25,000 annual expenditure as matching funds to a
WSDOT grant for the continued operation of Central Transit, along with a $75,000 annual
contribution from CWU to support Central Transit Operation. City funding is also included in
this budget to support a ballot measure for sustainable funding of the transit program. The
Public Transit Advisory Committee is currently analyzing revenue options to support transit, and
expects to have a ballot measure for consideration in the spring of 2016. In anticipation of this
recommendation, $25,000 in additional funding has been incorporated in the 2016 budget to
fund the election costs of the ballot measure.

Accounting and Payroll Software: We have been notified by our software vendor that the
current version of software we use for accounting, utility billing, and payroll will no longer be
supported after October of 2015. Funding has been included in the budget to analyze options
and replace the existing software. This project results in revenue demand in all the utility funds
and is the partial driver in the rate increase for each of the utilities.

Information Technology Enhancements: In 2014 the City contracted with Moss Adams to
develop a strategic plan for the IT Department. This plan evaluated existing operations and
analyzed vulnerabilities in the existing IT system. The consultant developed a menu of projects
for inclusion in the strategic plan. However, this list was far too extensive to be funded in the
short term. The budget includes additional IT funding to support a number of initiatives
included in the strategic plan needed to improve reliability and protect against data loss or
corruption.

Utility Capital Construction: The various utility budgets include funding to support a number of
capital projects. Notable among these projects are the North End Substation project in the
Electric Utility, the Sanders Road Loop Connection Project in the Water Utility, the Reecer Creek
Phase Il Floodplain Restoration Project in the Stormwater Utility, and the Electric System
Upgrade Project at the Wastewater Treatment Plant.

Arterial Street Construction: Projects of note in the Arterial Street budget include the Third
Avenue Extension, D Street Bridge and Water Street Extension north of Bender Road in the
2015 budget, and the University Way Beautification Project which has been included in the
2016 budget. The University Way project was proposed to include grant funding from the
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Transportation Improvement Board. However, that application was not successful, and work in
2015 and 2016 will be limited to work that can be accomplished with donated funds and excess
revenue not dedicated to other sidewalk and roadway projects. One of the notable projects
which was removed from funding consideration in order to address other street priorities was
the University Way Overlay Project. This work has been shifted to the 2017/2018 biennium.
There is some risk associated with this decision. However, depending on project development
schedules and success in grant programs this work may be advanced into the 2015/2016
biennium. Staff will be closely monitoring the University Way pavement condition and funding
in the Street Department budget for roadway preservation may be shifted to University Way if
it becomes necessary to take special efforts to protect the integrity of the existing roadway
base.

Acknowledgments

The 2015-2016 Biennial Budget is formulated with the thought that we will continue to deliver
City services at the same level with little to no increase in costs. Every effort has been made to
assure consistency with the leadership direction of the City Council. As the City of Ellensburg
moves forward, our focus will continue to be on fiscal stability, effectiveness, efficiency,
transparency, and accountability. The Council is supported by a professional staff that
continues to bring to bear experience in meeting the needs of the community within the fiscal
limitations facing the City. | wish to express my sincere appreciation for the teamwork and
support provided by department directors, and their staff. A special note of thanks is given to
Jerica Pascoe, Finance Director, Ron Musson, Interim Finance Director, Keith Bassett, Senior
Financial Analyst/ Budget Officer, and Finance staff who have served as the main budget
preparers and coordinators.

| cannot express my appreciation enough to the City Council and staff for all their hard work in
making this process successful. Council’s direction and policy insight enabled staff to bring
forward sound budget proposals, resulting in a sound financial plan for operations of the City in
the next biennium and for the long term future of the City and its citizens.

—

John Akers

City Manager

/

Budget Message v



