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BUDGET OVERVIEW

The Budget Overview section summarizes
the proposed 2018 Mid-Biennium Adjust-
ment and provides comparisons to
previous years’ revenues, expenditures,
fund balances and staffing. It outlines the
proposed changes for 2018 as compared
to the adopted budget for the General
Fund, other funds by fund classification,
and capital.
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INTRODUCTION

The City’s 2017-2018 Biennial Budget was adopted on December 13, 2016 and reflects a continued commit-
ment to providing valuable government services in a cost-effective and efficient manner, progresses the City’'s
strategic plan and respects the opinions of our residents. It is a balanced budget, allowing the City to maintain
services and programs at their current level. New initiatives or expansion of current programs/services, backed
by sustainable revenues, were adopted based on need, value to the public and correlation to Council’s
strategic goals.

As required under RCW 35A.34, the City must undergo a review and modification process for the second year of
the biennium and adopt any modifications by the end of the first year. This section contains a summary of the
proposed changes to the 2018 adopted budget. Additional details are located in the Budget by Fund section.

All budgets are developed within a budgetary framework designed to ensure consistency with RCW require-
ments, budgeting standards and fiscal policies. Specific information for the following components can be
found in the Budget Framework section of this document.

¢ Budget Calendar and Process

¢ Fiscal Policies

¢ Fund Structure, including Basis of Accounting
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BUDGET OVERVIEW

CITY OF KENT, WASHINGTON
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The City-Wide Expenditures and City-Wide Revenues graphs below demonstrate the City’s expenditure and
revenue history for the past ten years for the General Fund and total Other Funds. These graphs reflect the
impact of the Great Recession and the slow growth the City has made as recovery continues. Total amounts
can and will vary from year-to-year, usually due to the level of major construction activity, the issuance of
bonds or bond refunding, acceptance of grant awards and the initiation of major new service responsibilities.

CITY-WIDE EXPENDITURES
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PROPOSED CITY-WIDE BUDGET

The 2018 Mid-Biennium Proposed Adjusted Budget by Fund, 2018 Revenue and Expenditure Summary and

Financial Organization Chart present the City-wide proposed mid-biennium adjusted budget..

2018 MID-BIENNIUM PROPOSED ADJUSTED BUDGET BY FUND

General Fund 20,292,930 98,550,330 98,546,290 20,296,970 4,040
Special Revenue Funds
Street Operating 4,005,950 14,670,100 15,508,890 3,167,160 (838,790)
LEOFF1 Retiree Benefits 1,231,660 1,193,480 1,196,550 1,228,590 (3,070)
Lodging Tax 554,090 286,610 338,750 501,950 (52,140)
Youth / Teen 84,030 936,220 942,000 78,250 (5,780)
Capital Resources 10,932,430 13,254,760 20,755,430 3,431,760 (7,500,670)
Criminal Justice 6,220,420 4,200,900 3,946,590 6,474,730 254,310
Comm Dev Block Grants 1,056,260 1,056,260 - -
ShoWare Operating 2,500,470 1,150,000 1,102,020 2,548,450 47,980
City Arts Program 455,410 115,650 115,650 455,410 -
Debt Service Funds
Non-Voted 977,890 10,531,820 10,066,990 1,442,720 464,830
Special Assessments 59,010 1,504,460 1,563,470 - (59,010)
Capital Projects Funds
Street Capital Projects 8,624,370 8,624,370 - -
Parks Capital Projects 11,510,000 11,510,000 - -
Technology Capital Projects 1,872,660 1,872,660 - -
Other Capital Projects 450,000 450,000 - -
Enterprise Funds
Water Utility 9,714,610 33,468,320 36,684,270 6,498,660 (3,215,950)
Sewerage Utility 14,084,750 65,209,120 69,311,030 9,982,840 (4,101,910)
Solid Waste Utility 438,530 600,000 523,190 515,340 76,810
Riverbend Golf Complex (4,273,030) 2,871,410 2,931,990 (4,333,610) (60,580)
Internal Service Funds
Fleet Services 4,718,120 6,511,160 9,813,210 1,416,070 (3,302,050)
Central Services 2,854,950 8,583,070 9,149,740 2,288,280 (566,670)
Facilities 2,132,180 5,595,580 5,800,730 1,927,030 (205,150)
Insurance 8,532,530 16,268,470 18,695,570 6,105,430 (2,427,100)
City-Wide Total 85,516,930 309,014,750 330,505,650 64,026,030 (21,490,900)
Original Adopted Budget 73,677,830 284,844,250 290,089,110 68,432,970 (5,244,860)
Net Change from Adopted 11,839,100 24,170,500 40,416,540 (4,406,940) (16,246,040)




2018 REVENUE AND EXPENDITURE SUMMARY

Est Fund Balance 1/1/2018 20,292,930 25,984,460 1,036,900 19,964,860 18,237,780 85,516,930

Revenues
Taxes 75,426,570 20,625,890 1,488,410 97,540,870
Licenses and Permits 5,695,870 323,990 45,000 6,064,860
Intergovernmental Revenue 7,946,370 3,531,080 10,000 685,500 12,172,950
Charges for Services 5,391,020 593,740 74,537,450 12,171,840 92,694,050
Fines and Forfeitures 1,565,970 1,144,500 4,000 2,714,470
Miscellaneous Revenue 1,574,530 970,710 1,504,460 648,800 2,793,160 20,171,530 27,663,190
Transfers In 950,000 9,674,070 10,531,820 21,798,230 24,769,240 2,441,000 70,164,360

Total Revenues 98,550,330 36,863,980 12,036,280 22,457,030 102,148,850 36,958,280 309,014,750

Expenditures

Salaries & Benefits 54,536,010 13,231,760 10,665,900 8,671,250 87,104,920
Supplies 2,952,170 1,044,870 1,744,130 2,413,390 8,154,560
Services & Allocations 26,449,040 3,068,560 46,594,920 24,735,950 100,848,470
Capital 45,000 22,457,030 19,646,000 4,750,000 46,898,030
Debt Service 24,800 10,691,990 5,261,700 15,978,490
Transfers Out 14,609,070 27,547,150 938,470 25,537,830 2,888,660 71,521,180
Total Expenditures 98,546,290 44,962,140 11,630,460 22,457,030 109,450,480 43,459,250 330,505,650

Expenditures by Department

City Council 409,580 409,580
Administration 3,062,720 25,000 3,087,720
Economic & Community Dev 6,634,790 6,634,790
Finance 2,965,830 421,150 3,386,980
Fire Contracted Services 3,657,530 3,657,530
Human Resources 2,108,610 1,196,550 18,695,570 22,000,730
Information Technology 519,450 1,872,660 8,728,590 11,120,700
Law 1,765,990 734,190 2,500,180
Municipal Court 3,349,550 3,349,550
Parks, Rec & Comm Services 18,248,640 1,197,160 11,510,000 2,931,990 5,800,730 39,688,520
Police 38,875,740 3,187,150 42,062,890
Public Works 1,318,470 13,229,960 8,624,370 101,256,790 9,813,210 134,242,800
Non Departmental 15,629,390 25,392,130 11,630,460 450,000 5,261,700 58,363,680
Total Expenditures 98,546,290 44,962,140 11,630,460 22,457,030 109,450,480 43,459,250 330,505,650
Change in Fund Balance 4,040 (8,098,160) 405,820 (7,301,630) (6,500,970) (21,490,900)

Est Fund Balance 12/31/2018 20,296,970 17,886,300 1,442,720 12,663,230 11,736,810 64,026,030




FINANCIAL ORGANIZATION CHART

2018 Mid-Biennium Adjustment
Proposed City-Wide Expenditures
$330,505,650
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Insurance
$18,695,570
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FUND BALANCE

For governmental funds, fund balance refers to the difference between current financial assets and liabilities.
Since all related assets and liabilities are not reported for governmental funds, fund balance is considered more
of a liquidity measure than a net worth measure. Credit rating agencies monitor fund balance levels and
strongly consider unrestricted fund balance when determining a local government’s creditworthiness. Fund
balance is also important to guard against unanticipated events that would adversely affect the financial
condition of the City and jeopardize the continuation of necessary public services. There are five classifications
of fund balance:

¢ Non-spendable—resources that cannot be spent because of form (e.g. inventory, prepaid amounts) or
because they must be maintained intact.

¢ Restricted—resources with limitations imposed by creditors, grantors, laws, regulations, or enabling
legislation.

¢ Committed—resources that can only be used for specific purposes pursuant to constraints imposed by
formal action of the highest level of decision-making authority—the City Council. These amounts
cannot be used for any other purpose unless the City Council removes or changes the specified use by
taking the same action it employed to previously commit the amounts.

¢ Assigned—resources that are intended to be used for specific purposes, but is neither restricted or
committed.

¢ Unassigned—resources that are not non-spendable, restricted, committed or assigned to specific
purposes.

For proprietary funds (e.g. water, sewer and drainage utilities), the difference between current assets and
current liabilities is called working capital. As with fund balance in a governmental fund, this measure indicates
relative liquidity, is considered by credit rating agencies in evaluating creditworthiness and is important in
mitigating unanticipated events and ensuring stable services and fees.

The following tables summarize fund balances for city operating funds. An overall total is not provided as each
fund, with very few exceptions, is legally restricted.

¢ Fund Balances - 5 Year History demonstrates the year-ending fund balances beginning in 2012 and
ending with the estimated 2017 balance.

¢ Fund Balances - 2018 Mid-Biennium Adjustment begins with the estimated fund balance at the end of
2017. Adding 2018 revenues and subtracting 2018 expenditures results in an estimated 2018 ending
fund balance.



FUND BALANCES—5 YEAR HISTORY

2012 2013 2014 2015 2016 2017 Est

General Fund

General Fund 4,129,976 9,497,964 11,312,140 15,372,499 19,987,728 20,292,930

M3IAY3IAO 135AN9

Special Revenue Funds

Street Operating 625,669 916,269 1,196,234 4,092,055 4,981,413 4,005,950
LEOFF 1 Retiree Benefits 699,508 862,223 1,031,026 1,093,532 1,174,261 1,231,660
Lodging Tax 95,397 193,663 371,803 394,516 469,387 554,090
Youth / Teen 86,458 157,337 147,063 121,275 91,130 84,030
Capital Resources (11,082,376) (7,426,649) (3,299,461) 5,775,064 11,277,727 10,932,430
Criminal Justice 1,145,678 1,509,236 2,193,069 3,981,627 5,697,717 6,220,420
Environmental Fund 3,826 3,826 3,826 3,826

Housing and Comm Dev

City Arts Program 129,557 184,691 281,177 364,242 436,914 455,410
ShoWare Operating (2,735,808) (2,456,087) 19,990 1,596,543 2,147,074 2,500,470

Debt Service Funds

Voted Debt Services 1,083 1,083
Non-Voted Debt Service 183 8,329 521,394 977,890
Special Assessments 1,071,168 3,614,956 4,302,699 2,070,434 1,188,906 59,010

Enterprise Funds

Water Utility 1,583,485 3,339,820 6,204,899 8,285,372 10,966,106 9,714,610
Sewer/Drainage Utility 7,704,820 5,694,993 10,080,781 10,162,058 11,295,548 14,084,750
Solid Waste Utility (365) 302,528 438,530
Golf Complex (2,395,200) (2,653,878) (2,853,332) (3,043,675) (3,768,128) (4,273,030)

Internal Service Funds

Fleet Services 1,866,304 2,444,480 2,936,027 4,301,237 5,134,423 4,718,120
Central Stores (168,200) (87,039) (67,334) (46,226) (63,568) (56,770)
Information Technology 570,140 1,122,778 1,942,421 2,808,737 3,640,615 2,911,720
Facilities 866,612 1,265,533 1,772,015 1,672,947 2,340,684 2,132,180
Unemployment 280,233 471,907 740,157 1,038,938 1,332,446 1,374,450
Workers Compensation 693,747 702,401 2,128,253 2,541,813 2,356,624 2,287,920
Employee Health & Wellness 5,963,620 7,117,378 6,933,915 6,122,922 4,681,152 3,047,140
Liability Insurance 2,187,087 3,503,130 2,503,778 2,452,656 1,805,167 1,176,670
Property Insurance 141,317 176,960 236,644 348,579 531,548 646,350
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FUND BALANCES—2018 MID-BIENNIUM ADJUSTMENT

2017 Est

Ending Fund

Revenues

2018 Est

2018 2018
Ending Fund

Expenditures

Balance

General Fund

General Fund 20,292,930

Special Revenue Funds

Street Operating 4,005,950
LEOFF 1 Retiree Benefits 1,231,660
Lodging Tax 554,090
Youth / Teen 84,030
Capital Resources 10,932,430
Criminal Justice 6,220,420
Housing and Comm Dev -

City Arts Program 455,410
ShoWare Operating 2,500,470

Balance

98,550,330 98,546,290 20,296,970

14,670,100 15,508,890 3,167,160
1,193,480 1,196,550 1,228,590
286,610 338,750 501,950
936,220 942,000 78,250
13,254,760 20,755,430 3,431,760
4,200,900 3,946,590 6,474,730
1,056,260 1,056,260 -
115,650 115,650 455,410
1,150,000 1,102,020 2,548,450

Debt Service Funds

Non-Voted Debt Service 977,890
Special Assessments 59,010

10,531,820
1,504,460

10,066,990 1,442,720
1,563,470 -

Enterprise Funds

Water Utility 9,714,610
Sewer/Drainage Utility 14,084,750
Solid Waste Utility 438,530
Golf Complex (4,273,030)

Internal Service Funds

33,468,320 36,684,270 6,498,660
65,209,120 69,311,030 9,982,840
600,000 523,190 515,340
2,871,410 2,931,990 (4,333,610)

Fleet Services 4,718,120
Central Stores (56,770)
Information Technology 2,911,720
Facilities 2,132,180
Unemployment 1,374,450
Workers Compensation 2,287,920
Employee Health & Wellness 3,047,140
Liability Insurance 1,176,670
Property Insurance 646,350

6,511,160 9,813,210 1,416,070
449,310 421,150 (28,610)
8,133,760 8,728,590 2,316,890
5,595,580 5,800,730 1,927,030
121,700 171,870 1,324,280
1,074,800 1,441,940 1,920,780
12,995,990 14,629,950 1,413,180
1,510,060 1,925,440 761,290
565,920 526,370 685,900



STAFFING

As the population of the City has increased, the demand for city services has risen correspondingly. The FTEs
per 1,000 Population chart below reflects the total number of funded FTE from 2009 as well as the number of
FTE per every 1,000 in population. The number of funded FTEs has risen by 86 since 2013 while the number of
FTE per population has remained fairly constant, 5.2 per thousand in 2013 as compared to 5.5 per thousand in
2018. The increase in population in 2010 is reflective of the Panther Lake Annexation.
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800 -
r 14.0 N
(=}
—
o
- 12.0 =
702 709 S
700 ®
m
10.0 =z
=
4 (=
8.0 =
600 - =
g
6.0 =
-
=
4.0 2
500 - ' -
2.0 a
_|
<
400 - ; - Q
2009 2010 2011 2012 2013 20124 2015 2016 2017 2018 5
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2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 ‘;
FTE Positions* 835.0 648.2 671.7 637.2 623.3 641.6 666.7 690.0 702.0 7089 >
Population ** 88,380 [ 114,220 | 118,200 | 119,100 | 120,500 [ 121,400 | 122,900 | 124,500 [ 127,100 | 128,600 f
FTEs per 1000 Pop 94 5.7 5.7 54 5.2 53 54 5.5 5.5 5.5 %
—
* Full-Time Equivalent (FTE) employees were reduced by 166 Fire Department employees that transferred to the g

Regional Fire Authority (RFA) on July 1,2010.

** Populations are based on state official estimates. 2010 includes the Panther Lake Annexation effective July 1,2010.
2018 is an estimate.
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The following Percent Change in Staffing chart demonstrates the percent change in City staffing since 2009 in
budgeted positions. The major fluctuations include:

+ Between 2010 and 2014, the effects of the Great Recession, the change from origin based to destination
based sales tax and the significant declines in revenue which accompanied both, required the City to
reduce staffing levels to adjust to available resources. To the extent possible, the City attempted to find
reductions through vacant positions and attrition. However, these reductions did require lay-offs of filled
positions.

¢ 2010 includes the “transfer” of Fire Services personnel from the City to the legally separate Regional Fire
Authority, approved by voters, which began operations in 2010.

¢ The up-tick in 2011 includes budgeted positions as a result of the Panther Lake Annexation. Many of these
positions were left vacant as a result of the fiscal difficulties described above and were eliminated in the
subsequent budget processes.

¢ Recent increases reflect additions to respond to service level requirements and strategic program creation
and/or enhancements.

PERCENT CHANGE IN STAFFING
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The following City-Wide Staffing by Department, Positions Summary by Department, City-Wide Staffing by
Fund, Positions Summary by Fund and Position Changes by Department charts and tables provide further
detailed information on staffing as proposed in the 2018 mid-biennium adjustment.

CITY-WIDE STAFFING BY DEPARTMENT—2018 MID-BIENNIUM ADJUSTMENT

Parks, Recreation &
Comm Svcs 16%

Economic &
Community Dev
6%
Finance
5%
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Public Works 28%

POSITIONS SUMMARY BY DEPARTMENT—FULL TIME EQUIVALENTS (FTEs)

2016 2017 2018 2018 2018 2018
Actual Adopted New Adopted Change Proposed
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City Council 0.75 0.75 0.75 0.75 -
Administration 10.00 11.00 (3.00) 8.00 4.00 12.00 =
Communications 10.00 10.00 (10.00) - 3
Economic & Comm Dev 40.75 42.75 42.75 1.00 43.75 3
Finance 35.60 37.60 37.60 0.40 38.00 ;
Human Resources 14.60 14.60 14.60 1.00 15.60 =z
Information Technology 35.00 37.00 (6.00) 31.00 6.00 37.00 >
Law 16.80 16.80 16.80 16.80 ;§>
Municipal Court 20.28 20.28 20.28 20.28 i
Parks, Rec & Comm Svcs 119.51 116.76 (1.00) 115.76 115.76 %
Police 203.00 208.00 4.00 212.00 212.00 5'
Public Works 193.75 196.50 196.50 0.50 197.00 z
Total FTEs by Dept 690.04 702.04 4.00 706.04 2,90 708.94
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CITY-WIDE STAFFING BY FUND—2018 MID-BIENNIUM ADJUSTMENT

Sewerage Utility

. 7% - .
Street Operating Utility Clearing

10% 6%

Information
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General Fund
56%

pd

O

|_
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=

T
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E POSITIONS SUMMARY BY FUND—FULL TIME EQUIVALENTS (FTEs)

pd

2 2016 2017 2018 2018 2018 2018

L

o Actual Adopted New Adopted Change Proposed

E General Fund 379.50 386.50 5.00 391.50 2.40 393.90

e Street Operating 71.25 72.00 72.00 1.50 73.50

= Criminal Justice 22.39 24.39 24.39 24.39

E Housing & Comm Dev 5.00 5.00 5.00 5.00

I-IEJ Street Capital Projects 4.00 4.00 4.00 4.00

= Parks Capital Projects 1.00 1.00 1.00 1.00

2 Water Utility 28.72 28.72 28.72 (1.00) 27.72

2 Sewerage Utility 48.28 48.28 48.28 48.28

s Solid Waste Utility 2.50 4.50 4.50 4.50

=) Golf Complex 11.35 9.60 9.60 9.60

§ Fleet Services 10.00 10.00 10.00 10.00

c'% Information Technology 34.00 36.00 36.00 36.00

a Facilities 25.00 24.00 (1.00) 23.00 23.00

s Insurance 2.00 2.00 2.00 2.00

2 Utility Clearing 44.05 45.05 45.05 45.05

= VNET Agency 1.00 1.00 1.00 1.00
Total FTEs by Fund 690.04 702.04 4.00 706.04 2.90 708.94

y
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POSITION CHANGES BY DEPARTMENT—FULL TIME EQUIVALENTS (FTEs)

2018 2018 2018
Adopted Change Proposed

Administration
Communications Coordinator (1.00) 2.00 1.00
Communications & Govt Affairs Manager (1.00) 1.00 -
Neighborhood Program Coordinator (1.00) 1.00 -

Communications

Eliminate Communications Department

Communications Director 1.00 (1.00) -
Positions from Mayor's Office 3.00 (3.00) -
Positions from Information Technology 6.00 (6.00) -

Economic & Community Dev

Lead Plans Examiner 1.00 1.00

Financial Analyst - increase from .6 to 1.0 FTE 0.40 0.40

Human Resources

Administrative Assistant 1 1.00 1.00

Information Technology

Multimedia Positions from Communications (6.00) 6.00 -

Parks, Recreation & Comm Svcs

Eliminate vacant HVAC Tech (anticipated) (1.00) (1.00)
Deputy Parks Director 1.00 1.00
Eliminate vacant Maintenance Worker 2 (1.00) (1.00)

Police Officers 4.00 4.00

Financial Analyst from .75 to 1.0 FTE 0.25 0.25
Commute Trip Reduction Coordinator from .75 to 1.0 FTE 0.25 0.25
Total FTEs by Dept 4.00 2.90 6.90
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PROPERTY TAX AND ASSESSED VALUATION

Property tax is the largest source of revenue in the General Fund. The King County Assessor values and
provides information to the City of Kent on their determination of property values within city limits. The
growth in Property Tax revenue is dependent upon both the assessed valuation of property (provided by the
King County Assessor) and the tax rate. In 2017 and for the fourth straight year, assessed valuation increased
from the previous year. The 2018 mid-biennium adjustment assumes this trend will continue through the last
year of the biennium.

ASSESSED VALUATION (AV)

S in Billions

20 18.2
16.3
141 150
128 447 131 127 120 127 I I I

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Prelim

15

10

wu
|

The Percent Change in Assessed Valuation chart below reflects the percentage change in the assessed
valuation for the City of Kent. Between 2010 and 2014 the effects of the Great Recession saw property values
drop. The 2011 percent change in valuation includes the property values for the Panther Lake Annexation area.
The Panther Lake Annexation increased the City of Kent's total property valuation by nearly $2 billion in 2011
and the chart below reflects the net change to the overall property valuation in the City from the previous year,
inclusive of the Panther Lake area.

PERCENT CHANGE IN ASSESSED VALUATION

% Change
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State law provides that the maximum growth in property tax revenues from existing property is the lesser of
one percent or the percentage increase in the Implicit Price Deflator (IPD). Of the total tax levies collected, 46
percent are voter approved and 56 percent are statutory levies. These percentages may change for 2018
depending on election outcomes. As the Property Tax Distribution chart below reflects, the City of Kent
receives only 12 percent of the total amount of property tax paid by residents.

PROPERTY TAX DISTRIBUTION—2017 LEVY RATES

City of Kent
12%

FireDistrict
7%

School District
39%

King County WA StateOSchooIs
11% 17%

Kent School District levyrateis usedinthis graph. The levyrates for other school districts vary,
which may resultin a slightly different percentage distribution for each school district.

The property tax in the 2018 adopted budget included the statutory increase of one percent growth plus new
construction. The Property Tax AV & Rates table below presents comparative detailed rate information for
2016 and 2017 and estimate rate information for 2018, including the proposed use of banked capacity.

PROPERTY TAX AV & RATES
2016 2017 2018Est

Assessed Valuation in thousands 15,046,307 16,335,690 18,186,710
General Levy Rate ($2.325 max) 1.51139 1.41136 1.28963
Use of $2.25m banked capacity 0.12347
Total Estimated General Levy Rate 1.51139 1.41136 1.41310
Estimated Cost On:
Home Valued at $300,000 ®® $ 375 % 380 $ 387
Use of $2.25m banked capacity $ 37
Total Estimated Cost $ 375§ 380 S 424

™) 2018 per preliminary levy limit worksheet from King County as of 9/21/2017
® 2016 and 2017 home value adjusted down to match % change in AV
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GENERAL FUND

As the name implies, the General Fund is the fund that receives most of the City’s undesignated revenues
which are available to be used for any appropriate governmental purpose. This fund finances the majority of
the traditional services associated with local government. Due to the flexibility in General Fund resources,
much of the Mayor’s as well as the Council’s budget deliberations center around this fund.

GENERAL FUND REVENUES

General Fund revenues are proposed to increase from the 2018 adopted budget of $94,566,060 to an adjusted
amount of $98,550,330, for a total increase of $3,984,270 or 4.2 percent. However, 2017 estimated year end

revenues are $2,566,140 favorable to budgeted levels. This represents an increase in 2018 as compared to

2017 estimated year end revenues of $2,188,230 or 2.3 percent.

GENERAL FUND REVENUE SUMMARY

Property Taxes 22,782,330 23,160,150 25,405,640 2,245,490 9.7
Sales Taxes 19,756,570 21,100,310 21,100,310 0 -
Utility Taxes 18,947,950 19,150,880 19,150,880 0 =
B&O Taxes 8,900,000 7,500,000 8,890,480 1,390,480 18.5
Other Taxes 869,990 891,360 879,260 (12,100) (1.4)
Licenses and Permits 5,611,350 5,695,870 5,695,870 0 -
Intergovernmental Revenue 7,712,070 7,705,230 7,946,370 241,140 3.1
Charges for Services 5,117,170 5,271,760 5,391,020 119,260 2.3
Fines and Forfeitures 1,565,970 1,565,970 1,565,970 0 =
Miscellaneous Revenue 1,582,560 1,574,530 1,574,530 0 -
Transfers In 950,000 950,000 950,000 0 -
Total Revenues 93,795,960 94,566,060 98,550,330 3,984,270 42 %

Revenue projections for the 2018 mid-biennium adjustment continue to be based largely on the following

assumptions:

¢ The local economy will continue to see gradual but modest improvement over the biennium

¢ Inflation will be moderate over the next two years giving only a modest boost to sales taxes, intergov-

ernmental revenues and charges for services

¢ Short term interest rates will remain low but with moderate rate increases in 2017 and 2018

¢ Streamlined Sales Tax mitigation and other State shared revenues will continue throughout the

biennium

¢ Current percentage growth caps on property and utilities will remain unchanged



Proposed revenue changes from the 2018 adopted budget are:

¢ Property Tax revenue includes use of $2,245,490 of banked capacity. The impact to a homeowner with
a home valued at $300,000 is estimated at $37 annually.

¢ B&O Tax revenues are increased by $1,390,480 to better reflect actual expected collections. Beginning
in 2017, all B&O taxes collected will first pay for the administration of the program and the remainder is
restricted for street projects.

+ Intergovernmental Revenue is increased by $229,040 to re-align state shared revenues for liquor and
fuel tax with actual monies expected.

M3INYIAO0 13D5ANA9

¢ Charges for Services is increased by $119,260 to cover a new position in Economic and Community
Development. Plans review fees continue to exceed budget, allowing capacity for the modest increase.

PROPOSED CHANGES—GENERAL FUND REVENUES

2018 Proposed Changes

Property Tax - use of banked capacity 2,245,490
Business & Occupation Tax 1,390,480
Plans Review Fees - offset ECD position 119,260
State Shared Revenues - liquor tax 213,770
State Shared Revenues - fuel tax 15,270
Total Revenues 3,984,270
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GENERAL FUND REVENUE SOURCES—2018 MID-BIENNIUM ADJUSTMENT

Utility Taxes B&O Taxes

[0)
19% 9% Other Taxes
1%

Sales Taxes
21%

Property Taxes
26%

As demonstrated in the General Fund Revenue Sources chart above, 76 percent or 75,426,570, of the 2018
mid-biennium adjusted General Fund revenues are expected to be collected from taxes. The remaining 24
percent, or $23,123,760, comes from all other sources combined.

TAXES

Property tax is the largest tax revenue for the City and, with the proposed use of $2,245,490 of banked
capacity, accounts for 26 percent of all General Fund revenues. Property tax is assessed on real property and is
based on the valuation of the property owned.

Sales tax makes up 21 percent of all General Fund revenues. The 2018 adopted budget includes a change to
the allocation of sales tax between the General Fund and the Capital Resources Fund. It modifies the allocation
to a77.7% / 22.3% split between the General Fund and Capital Resources Fund, respectively.

Sales tax, which is a general fund resource, had previously been allocated with the General Fund receiving 70
percent of sales tax revenue and the Capital Resources Fund receiving the other 30 percent. The 2017 adopted
budget modified the allocation to a 72.5% / 27.5% split between the General Fund and Capital Resources Fund,
respectively.

Utility tax is 19 percent of General Fund revenues and includes electricity, gas and telephone taxes as well as
the City’s internal utility tax on our water, sewer and drainage utilities. There are no proposed changes to these
revenues in the 2018 mid-biennium adjustment.




B&O tax makes up nine percent of General Fund revenues, including a $1,390,480 proposed mid-biennium
increase. However, only a small portion, approximately $822,000, remains in the General Fund to provide funds
to administer the program. All other B&O collections are transferred to fund street capital projects.

Other proposed revenue changes: The 2018 proposed mid-biennium adjustment includes modest
increases in plan review fees ($119,260) and state shared revenues for liquor and fuel tax ($229,040).

PERCENT CHANGE IN GENERAL FUND REVENUES

% Change
20.0%

15.7%

15.0%

10.0%

5.6% s09  6:0% . .
5.0% ° 4.8% 5.1%

O.OO/O T T T T T T T T T 1
-1.9%

-5.0%
-6.8%

-10.0%

-12.3%

-15.0%
2009 2010 2011 2012 2013 2014 2015 2016 2017Adj 2018
Budget Proposed

The Percent Change in General Fund Revenues chart above compares the year-to-year changes in total
General Fund revenue collections over the past several years. This is not a comparison of actual revenues to
budgeted revenues; rather, the chart compares the total revenue collected in one year to the total revenue
collected in the previous year.

The large increase in 2015 represents the change in accounting for the City’s B&O tax collections. Prior to 2015,
B&O taxes were directly coded to the various funds as previously described. In 2015, for accounting ease and
transparency, the City began coding all B&O tax collections to the General Fund and then budgeted an inter-
fund transfer to move the resources to the appropriate fund.

The large decrease in 2011 results from a reduction in property tax collections. In 2010, voters approved the
creation of the Regional Fire Authority (RFA). The RFA is a separate legal entity from the City of Kent and is
entitled to collect property taxes to support their operations at a statutory maximum rate of $1.00 per every
$1,000 of assessed property valuation beginning in 2011, coupled with a fire benefit charge. At the same time,
the City reduced its property tax rate by $1.00 to help mitigate the impact for Kent residents.
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GENERAL FUND EXPENDITURES

General Fund mid-biennium adjusted expenditures are proposed to increase by $3,984,270 or 4.2 percent to a
total amount of $98,546,290 as compared to the 2018 adopted budget of $94,562,020.

The following expenditure tables summarize the proposed 2018 mid-biennium adjusted General Fund budget
and provides comparative information between the 2018 adopted budget and the current 2017 budget.
General Fund Expenditures by Department lists each department’s budget total. General Fund Expenditures
by Function (table and chart) presents the General Fund according to functional category, including each
function as a percent of total for the biennium.

GENERAL FUND EXPENDITURES BY DEPARTMENT

City Council 352,110 369,270 409,580 40,310 10.9
Mayor's Office/City Clerk 2,709,760 2,101,110 3,062,720 961,610 45.8
Communications 821,310 (821,310) (100.0)
Economic & Community Dev 6,394,650 6,505,320 6,634,790 129,470 2.0
Finance 2,734,560 2,793,970 2,965,830 171,860 6.2
Fire Contracted Services 3,603,110 3,657,530 3,657,530 - -
Human Resources 1,977,930 2,030,840 2,108,610 77,770 3.8
Information Technology 517,310 520,950 519,450 (1,500) (0.3)
Law 1,737,080 1,771,020 1,765,990 (5,030) (0.3)
Municipal Court 3,181,510 3,232,900 3,349,550 116,650 3.6
Parks, Rec & Comm Svcs 17,229,170 17,262,980 18,248,640 985,660 5.7
Police 36,976,600 37,777,040 38,875,740 1,098,700 2.9
Public Works 1,294,960 1,318,470 1,318,470 - -
Non-Departmental 17,520,510 14,399,310 15,629,390 1,230,080 8.5
Total Expenditures 96,229,260 94,562,020 98,546,290 3,984,270 4.2 %




GENERAL FUND EXPENDITURES BY FUNCTION—2018 MID-BIENNIUM ADJUSTMENT

Culture & Recreation

13% Transfers Out
15%

Public Safety
43%

General
Government
12%

GENERAL FUND EXPENDITURES BY FUNCTION

2017 2018 2018 2018 Percent

AdjBudget Adopted Proposed Change Change
General Government 11,109,490 11,784,360 12,073,150 288,790 2.5
Public Safety 40,579,710 41,434,570 42,533,270 1,098,700 2.7
Judicial 3,181,510 3,232,900 3,349,550 116,650 3.6
Culture & Recreation 11,348,450 11,393,370 12,392,560 999,190 8.8
Health & Human Services 5,880,720 5,869,610 5,856,080 (13,5300 (0.2
Community Development 6,394,650 6,505,320 6,634,790 129,470 2.0
Public Works 1,294,960 1,318,470 1,318,470 0 -
Transfers Out 16,439,770 13,023,420 14,388,420 1,365,000  10.5
Total Expenditures 96,229,260 94,562,020 98,546,290 3,984,270 42 %
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General Fund expenditure increases proposed in the mid-biennium adjustment include:

¢ Baseline Adjustments: $2,369,950 (net), ongoing. Baseline adjustments are in response to new and/or
updated information received after the 2018 budget was adopted. Changes in this category include:

¢ Wage Increases: 575,440 (net) for AFSCME and Teamster employees per their respective
contracts, non-represented employees per past practice and a state-mandated minimum wage
increase for temporary employees. The additional cost for 2018 is $675,440, offset by $600,000
reserved for fund balance that was included in the original adopted budget. The Kent Police
Officers Association agreements were settled in early 2016 and the wage impacts are already
included in the 2018 adopted budget.
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¢ Non-Represented Salary Survey: $465,080 is included to cover the estimated impact of the
proposal that was approved by Council on September 19, 2017.

¢ Medical Insurance: $1,121,480 to implement a 20 percent rate increase. Beginning in Septem-
ber 2016, the City has experienced a significant and sustained increase in medical claims,
approximately 23 percent. As a result, fund balance in the Employee Health & Wellness Fund is
being used at a much faster rate than anticipated, putting the fund in jeopardy. Along with the 20
percent rate increase for 2018, a transfer of $750,000 from the General Fund is planned for 2017 to
help cover the current year increased claims. According to the preliminary actuary report for
2017, additional double-digit rate increases will be required in 2019 and 2020 to stabilize the fund
and maintain fund balance at two times IBNR (incurred but not reported). Next year's actuary
report will be reviewed closely and provide updated information for the 2019-2020 biennial
budget process.

+ Liability Insurance Increase: $394,270 total, comprised of two parts: 1) $129,360 to implement
a 10 percent rate increase, ensuring adequate funding of the liability insurance program and 2)
$264,910 to redistribute liability insurance costs among departments based on employee hours
and liability claims experience rating as defined in the actuary report. The redistribution increase
for the General Fund is offset by reductions in other funds, creating a net zero effect city-wide.

¢ Utility Increases: $217,660 to fund rising utility costs (i.e. water, drainage, electricity, garbage)
for park facilities ($152,220) and city buildings ($65,440).

¢ Resident Survey: $35,000 to support the City's goal of completing a resident survey every other
year. The last resident survey was done in 2016.

¢ Other Increases: $61,020 for various programs, which includes adjusting human services for CPI
and population per ordinance ($24,310), adjusting city arts for population per ordinance ($5,200),
as well as modest increases for cell phone monthly service ($15,210) and copy machines ($16,300).
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Eliminate Communications Department: $310 decrease (net), ongoing. This proposal eliminates the
previously approved Communications Department and converts the director position to another
communications coordinator, which is a savings of $75,230. This savings is offset by elimination of an
allocation to Multimedia for management and oversight costs of $106,940. Because Multimedia will be
staying under the Information Technology Department, allocating these costs is no longer appropriate
and the General Fund retains those costs. The final piece is redistributing the reduced Multimedia costs
among the using departments, resulting in a decrease of $32,020 for the General Fund. Total General
Fund savings of $107,250 is offset by the $106,940 increase, for a net decrease in costs of $310.

Parks: $15,000 towards security options for the employee parking lot at Russell Road. Due to an
increased number of break-ins, additional security in the area is warranted. Options being considered
include additional security cameras and lighting.

Transfer B&O to Street Capital: $1,350,000 transfer of additional B&O revenues to the James Street
Concrete (Central—Jason) project ($1,000,000) and South 212th Way Overlay project ($350,000)

ECD, Permit Center: Lead Plans Examiner, $119,260, 1.0 FTE, on-going. In addition to plans review
responsibilities, this position will serve as lead for the plans review staff, assigning work and developing
technical training for staff. The additional plans review capacity provided by this position and focused
leadership over the function will help ensure customer expectations and review timelines are met. The
cost of this position is fully offset by an increase in plans review fees.

Finance, Accounts Payable: Finance Analyst, $43,420, increase .6 FTE to 1.0 FTE, on-going. When the
position incumbent retires in January, this position will no longer be eligible for benefits as a .6 FTE.
Increasing the position to 1.0 FTE will eliminate this issue and attract quality candidates during
recruitment. The additional 16 hours per week will provide much needed capacity to address workload
strain on the Accounts Payable team, caused by increased investment activities, enhanced procure-
ment card monitoring and implementation of the payment plus program.

Human Resources: Administrative Assistant 1, $0 (net), 1.0 FTE, ongoing. This position will perform a
variety of administrative tasks for the department, as well as assisting the Benefits Division with data
entry, PCR processing and onboarding new employees. A temporary employee performs these tasks
three days per work, with other HR staff covering the remaining time, which takes them away from their
primary responsibilities. The position budget is $91,750 and is fully offset by reductions to temporary
wages/benefits and other professional services line items.

Parks: Deputy Director, $86,950 (net), 0.0 FTE (net), ongoing. This position will provide expanded
leadership and oversight for internal operations and practices, allowing the department to begin
establishing analytics, processes, evidence and strategic planning documents to help guide decision
making and cost/benefit analysis. The position budget is $177,430 and is partially offset by converting
a vacant maintenance worker position budgeted at $90,480 to a deputy director.

Details are displayed in the Proposed Changes - General Fund table on the next page.
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PROPOSED CHANGES—GENERAL FUND

2018 Proposed Changes

FTE Amount

Baseline Adjustments

BUDGET OVERVIEW

Wage Increases (AF, TM, NR, Temps) 675,440
Less budgeted offset - reserved for fund balance (600,000)

Non-Represented Salary Survey 465,080
Medical Insurance - 20% rate increase 1,121,480
Liability Insurance - redistribution of costs 264,910
Liability Insurance - 10% rate increase 129,360
Utilities - park facilities and city buildings 217,660
Resident Survey 35,000
Human Services - adjust for CPl and population 24,310
Multi-Function Devices (MFD) - copier redistribution 16,300
Cell Phones - monthly plan costs 15,210
City Arts Program - adjust for population 5,200

5 Administration/Communications

% Eliminate Communications Department

T Convert director to coordinator (75,230)

< Eliminate allocation to Multimeidia 106,940

E_ Redistribute Multimedia costs (32,020)

é Economic & Community Dev

6 Lead Plans Examiner 1.00 119,260

% Human Resources
Administrative Assistant 1 1.00 91,750

: offset by reductions in temporary wages and professional svcs (91,750)

E Finance

E Financial Analyst - .6 FTE to 1.0 FTE 0.40 43,420

§ Parks, Recreation & Comm Svcs

< Deputy Director 1.00 177,430

g offset by elimination of vacant MW2 position (1.00) (90,480)

g Non-Departmental

F? Transfer for security at Russell Road employee parking lot 15,000

[a] Transfer additional B&O for street capital projects 1,350,000

g Total Expenditures 240 3,984,270

o
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GENERAL FUND BALANCE

The General Fund Change in Fund Balance and General Fund Revenue & Expenditures tables below
represent the actual difference between revenues and expenditures in the General Fund since 2009. The trend
has been positive since 2009 however, 2009-2011 reflect deficit ending balances, albeit smaller each year. Since
2012 ending balances in the General Fund have been positive. The 2017 Adjusted Budget reflects an intention-
al use of fund balance, primarily for Parks capital projects. The figures in these graphs are inclusive of annexa-
tion related revenues and expenditures.
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The following tables, Unreserved General Fund Balance and Unreserved General Fund Balance as a Percent
of General Fund Budget, demonstrate trends in the unreserved portion of the General Fund balance. The City
fiscal policy on unreserved General Fund balance is 10 percent of current year expenditures. However, while
the policy has not changed, the Finance department has recommended to Council that the General Fund
balance be increased to 16 percent, or roughly two months of operating expenses. Further, the Operations
Committee has indicated a preference for an 18 percent General Fund balance. Unreserved General Fund
Balance as a Percent of General Fund Budget demonstrates the current 10 percent and proposed 18 percent
for comparative purposes. In keeping with current policy, the unreserved General Fund balance does not
include monies set aside for contingency ($1.5 million), annexation ($864,300) and Strategic Opportunity Fund
($425,000).

UNRESERVED GENERAL FUND BALANCE

$ in Millions
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UNRESERVED GENERAL FUND BALANCE AS A PERCENT OF GENERAL FUND BUDGET
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SPECIAL REVENUE FUNDS

From a budgetary perspective, Special Revenue Funds account for revenue sources (other than special
assessments and major capital projects) that are legally restricted for a specific purpose. The Special Revenue
Funds table below lists each fund and the total expenditure budget associated with the fund.

Street Operating 12,447,540 11,636,730 12,760,350 1,123,620 9.7
LEOFF 1 Retiree Benefits 1,163,220 1,196,550 1,196,550 - -
Lodging Tax 338,060 278,690 338,750 60,060 21.6
Youth/Teen 942,000 942,000 942,000 - -
Capital Resources 15,473,530 15,615,110 20,755,430 5,140,320 32.9
Criminal Justice 5,257,070 3,598,050 3,946,590 348,540 9.7
Housing & Comm Dev 1,056,260 1,056,260 1,056,260 - -
City Art Program 116,520 113,850 115,650 1,800 1.6
ShoWare Operating 1,089,320 1,107,220 1,102,020 (5,200) (0.5)
PROPOSED CHANGES

Street Operating Fund: The proposed 2018 mid-biennium adjustment reflects a 9.7 percent increase from
the 2018 adopted budget, largely due to $1,000,000 of one-time project funding from existing fund balance for
the YMCA/Morrill Meadows frontage improvements. Baseline adjustments and increasing two positions
from .75 FTE to 1.0 FTE account for the remaining variance.

Capital Resources Fund: The proposed 2018 mid—biennium adjustment reflects a $5,140,320 increase from
the 2018 adopted budget. $4.9 million is one-time funding for the YMCA/Morrill Meadows project. Also
included is $100,000 for renovation of Council Chambers. A combination of fund balance and strong REET
revenues provide the funding for these projects.

Criminal Justice Fund: Baseline adjustments for wage and medical account for the $348,540 increase from
the 2018 adopted budget.

PROPOSED CHANGES—SPECIAL REVENUE FUNDS

Revenues
Street Operating
State Shared Revenues - fuel tax 64,730
State Shared Revenues - multi modal dist 100,000
City Arts
City Arts Program 1,800
Capital Resources Fund
Real Estate Excise Tax (REET) 1,400,000
Total Revenues 1,566,530

29



BUDGET OVERVIEW

CITY OF KENT, WASHINGTON

=
2
w
=
=
(%)
=
(o)
<
=
=
=
2
=
iy
=
=
0
-
o
N

30

PROPOSED CHANGES—SPECIAL REVENUE FUNDS

2018 Proposed Changes
Expenditures
Street Operating
Wage Increases (AF, TM, NR, Temps) 237,200
Non-Represented Salary Survey 492,050
Medical Insurance - 20% rate increase 254,480
Liability Insurance - redistribution of costs (173,040)
Liability Insurance - 10% rate increase (9,970)
Utilities - city buildings 6,050
Cell Phones - monthly plan costs 8,950
Multi-Function Devices (MFD) - copier redistribution 170
Eliminate Comm Dept - redistribute Multimedia (1,130)
Financial Analyst - .75 FTEto 1.0 FTE 0.25 19,730
CTR Program Coordinator - .75 FTE to 1.0 FTE 0.25 24,410
offset by allocation to projects (24,410)
Position moved from Water to Street 1.00 180,080
Public Works Engr - allocated to Streets & Utilities (1,024,400)
Utility Clearing Allocation 125,950
Transfers Out:
Transfer to YMCA/Morrill Meadows Frontage Imp 1,000,000
Transfer for security at Russell Road employee parking lot 7,500
Lodging Tax
Eliminate Comm Dept - redistribute Multimedia 60
Projects & Events 60,000
Capital Resources Fund
Debt Service - Other Cap Projects Fund 140,320
Transfers Out:
Transfer to YMCA/Morrill Meadows 4,900,000
Transfer to Council Chambers Renovation 100,000
Criminal Justice Fund
Wage Increases (AF, TM, NR, Temps) 266,340
Medical Insurance - 20% rate increase 83,120
Liability Insurance - redistribution of costs 1,320
Liability Insurance - 10% rate increase 410
Multi-Function Devices (MFD) - copier redistribution (2,650)
City Art Program 1,800
ShoWare
Debt Service - SMG loan (5,200)
Total Expenditures 1.50 6,669,140




ENTERPRISE FUNDS

The City’s enterprise funds include the Water, Sewerage and Solid Waste utilities as well as the Golf Complex
Fund. Enterprise funds are established for government operations that are financed and operated in a manner
similar to business enterprises. The cost of providing the service to the general public is intended to be
financed or recovered through user changes. The Enterprise Funds table below lists each of the City’s
enterprise funds and the budget associated with those funds.

Water Utility 28,079,700 27,488,180 28,934,270 1,446,090 5.3
Sewerage Utility 50,219,100 51,742,800 57,557,260 5,814,460 11.2
Solid Waste Utility 830,930 489,950 523,190 33,240 6.8
Golf Complex 2,820,340 2,854,910 2,931,990 77,080 2.7

PROPOSED CHANGES

Water Fund: The proposed 2018 mid-biennium adjustment includes $423,590 in baseline adjustments,
including the effects of wage and medical increases. Also included is a transfer $1,000,000 towards the East Hill
Pressure Zone project. There is sufficient fund balance to fund this project and still maintain desired reserve
levels.

Sewerage Fund: The proposed change from the 2018 adopted budget totals $5,814,460 and reflects an 11.2
percent increase. Baseline adjustments account for $1,238,460, including the effects of wage and medical
increases. Also included are transfers to fund capital projects—a modular building to house storm drainage
maintenance staff ($300,000), Linda Heights Pump Station ($500,000), GRNRA South Pump Station ($2,000,000)
and West Meeker Storm Drainage RR-64th ($1,000,000). There is sufficient fund balance to fund these projects
and still maintain desired reserve levels.

Solid Waste Fund: The $33,240 proposed change is due to baseline adjustments, including the effects of
wage and medical increases.

Golf Complex Fund: As with many other funds, the $77,080 proposed change is due to baseline adjustments,
including wage and medical increases.

Details are displayed in the Proposed Changes - Enterprise Funds table.
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PROPOSED CHANGES—ENTERPRISE FUNDS
2018 Proposed Changes

Expenditures
Water Utility
Wage Increases (AF, TM, NR, Temps)
Non-Represented Salary Survey
Medical Insurance - 20% rate increase
Liability Insurance - redistribution of costs
Liability Insurance - 10% rate increase
Cell Phones - monthly plan costs
Eliminate Comm Dept - redistribute Multimedia
Position moved from Water to Street
PW Engineering Allocation
Utility Clearing Allocation
Transfers Out:
Transfer to East Hill Pressure Zone

Transfer for security at Russell Road employee parking lot

Sewerage Utility
Wage Increases (AF, TM, NR, Temps)
Non-Represented Salary Survey
Medical Insurance - 20% rate increase
Liability Insurance - redistribution of costs
Liability Insurance - 10% rate increase
Utilities - city buildings
Cell Phones - monthly plan costs
Eliminate Comm Dept - redistribute Multimedia
PW Engineering Allocation
Utility Clearing Allocation
Public Works - Front Loader
Transfers Out:

Transfer for security at Russell Road employee parking lot

Transfer to Modular Building

Transfer to YMCA/Morrill Meadows Frontage Imp
Transfer to Linda Heights Pump Station

Transfer to GRNRA South Pump Station

Transfer to West Meeker Storm Drainage (RR-64th)

Solid Waste Utility
Wage Increases (AF, TM, NR, Temps)
Non-Represented Salary Survey
Medical Insurance - 20% rate increase
Utilities - city buildings
Cell Phones - monthly plan costs
Eliminate Comm Dept - redistribute Multimedia

FTE Amount

97,490

54,190

64,610

(39,130)

3,890

1,070

30

(1.00) (180,080)
329,520

92,000

1,000,000
22,500

54,970
197,140
146,610
(55,840)

5,530
410
(1,180)
10
694,880
195,930
146,000

30,000
300,000
600,000
500,000

2,000,000
1,000,000

(11,090)
13,300
15,350
12,600

3,020
60



PROPOSED CHANGES—ENTERPRISE FUNDS

Golf Complex

Wage Increases (AF, TM, NR, Temps) 42,500
Non-Represented Salary Survey 5,650
Medical Insurance - 20% rate increase 36,540
Liability Insurance - redistribution of costs (10,300)
Liability Insurance - 10% rate increase (900)
Utilities - city buildings 2,830
Multi-Function Devices (MFD) - copier redistribution 730
Eliminate Comm Dept - redistribute Multimedia 30
Total Expenditures (1.00) 7,370,870
INTERNAL SERVICE FUNDS

Internal Service Funds are established for those operations which provide services to the operating funds of
the City of Kent on a cost reimbursement basis. These funds, like Enterprise Funds, are financed and operated
in a manner similar to a business enterprise except with the users being other City funds. The Internal Service
Funds chart below lists the City’s Internal Service Funds and their associated budgets for the next biennium.

Fleet Services 5,697,840 4,741,170 8,063,210 3,322,040 70.1
Central Stores 421,150 421,150 421,150 - -
Information Technology 8,921,540 8,464,260 8,728,590 264,330 3.1
Facilities 5,035,930 4,917,760 5,109,730 191,970 3.9
Unemployment 169,050 169,420 171,870 2,450 1.4
Workers Compensation 1,398,210 1,432,050 1,441,940 9,890 0.7
Health & Employee Wellness 11,936,000 12,115,710 14,629,950 2,514,240 20.8
Liability Insurance 2,674,730 1,915,550 1,925,440 9,890 0.5
Property Insurance 501,050 523,920 526,370 2,450 0.5
PROPOSED CHANGES

Fleet Services: The proposed 2018 mid-biennium adjustment reflects a 70.1 percent increase as compared to
the 2018 adopted budget. The increase is largely due to additional capital funding for vehicle replacements
(51,500,000) and a transfer to fund the Fuel Island Replacement project ($1,750,000). The Fleet Services fund
has sufficient existing reserves to fund these capital needs.

Information Technology: Baseline adjustments account for the $264,330 proposed increase from the 2018
adopted budget. In addition to wage and medical increases, the IT budget also includes $153,950 for cell
phone monthly plan services to more closely align with actual costs and $93,000 to provide supplies and
training budgets for two new divisions: IT Development and Project Management Office.
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Multimedia: As discussed in the General Fund section, the proposed 2018 mid-biennium budget adjustment
eliminates the Communications Department. Multimedia will continue to operate as an internal service area
under Information Technology, and as such, the allocation of a portion of the Communication Department
management costs originally budgeted has now been eliminated.

Facilities: Baseline adjustments account for the $191,970 proposed increase from the 2018 adopted budget.
In addition to wage and medical increases, $86,360 has been added to cover fund rising utility costs (i.e. water,
drainage, electricity, garbage) for city buildings. This increase has been added to the square footage charge to
departments and department budgets have been updated accordingly.

Health & Employee Wellness: The proposed 2018 mid-biennium adjustment reflects a 20.8 percent increase
from the 2018 adopted budget. The $2,514,240 increase is for medical claims, which have increased dramatical-
ly from last year. As mentioned in the General Fund section, the increased medical claims prompted a 20
percent rate increase to department budgets that provide the funding to pay claims.

Other changes are displayed in the Proposed Changes - Internal Service Funds table below.

PROPOSED CHANGES—INTERNAL SERVICE FUNDS

Internal Service Revenue Adjustments

Information Technology (33,820)
Facilities 86,360
Workers Compensation 51,000
Medical Insurance 2,309,730
Liability Insurance 136,760
Property Insurance (5,330)
Total Revenues 2,544,700
Expenditures
Fleet
Wage Increases (AF, TM, NR, Temps) 25,180
Non-Represented Salary Survey 12,980
Medical Insurance - 20% rate increase 19,550
Liability Insurance - redistribution of costs (3,350)
Liability Insurance - 10% rate increase 320
Cell Phones - monthly plan costs 510
Multi-Function Devices (MFD) - copier redistribution 1,260
Additional Vehicle Replacements 1,500,000
Utility Clearing Allocation 15,590
Transfers Out:
Transfer to Fuel Island 1,750,000



PROPOSED CHANGES—INTERNAL SERVICE FUNDS

Information Technology
Wage Increases (AF, TM, NR, Temps)
Non-Represented Salary Survey
Liability Insurance - redistribution of costs
Liability Insurance - 10% rate increase
Utilities - city buildings
Cell Phones - monthly plan costs
Multi-Function Devices (MFD) - copier redistribution

Eliminate Comm Dept - remove allocation to Multimedia

Eliminate Comm Dept - redistribute Multimedia
Establish budgets for new IT Divisions

Facilities
Wage Increases (AF, TM, NR, Temps)
Non-Represented Salary Survey
Medical Insurance - 20% rate increase
Liability Insurance - redistribution of costs

Liability Insurance - 10% rate increase

Utilities - city buildings

Cell Phones - monthly plan costs

Multi-Function Devices (MFD) - copier redistribution
Eliminate Comm Dept - redistribute Multimedia
Remove Fire Station 75 Property Insurance

Unemployment, Workers Comp, Liability & Property Insurance

Wage Increases (AF, TM, NR, Temps)
Non-Represented Salary Survey
Medical Insurance - 20% rate increase

Health & Employee Wellness
Medical Claims

Utility Clearing
Wage Increases (AF, TM, NR, Temps)
Non-Represented Salary Survey
Medical Insurance - 20% rate increase
Liability Insurance - redistribution of costs
Liability Insurance - 10% rate increase
Utilities - city buildings
Cell Phones - monthly plan costs
Multi-Function Devices (MFD) - copier redistribution
Eliminate Comm Dept - redistribute Multimedia
Utility Clearing - allocated to Streets & Utilities

92,750
35,620
26,030
5,870
3,570
153,950
24,470
(106,940)
(63,990)
93,000
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60,900
2,580
42,140
2,040
700
86,360
1,780
790
10
(5,330)

6,980
14,900
2,800

2,514,240

180,740
42,430
132,340
(12,640)
1,550
19,040
7,410
10,270
(1,670)
(379,470)

Total Expenditures

0.00

6,317,260
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CAPITAL PROGRAM

The 2018 adopted budget included $30,988,070 to address the City’s capital needs. Additional investments
totaling $14,325,000 are proposed for the 2018 mid-biennium adjustment. The projects and amounts on the
next few pages are fully funded and are incorporated in the City's six-year Capital Improvement Program. The
Capital Improvement Program is one of the elements of the City's Comprehensive Plan required by Washing-
ton’s Growth Management Act (GMA). The GMA requires governments to identify the public facilities required
to address expected growth, without decreasing current service levels below locally established minimum
standards. Further, the GMA requires that capital projects included in the plan be financially feasible or, in other
words, dependable revenue sources must equal or exceed costs. If the costs exceed revenue, the City must
either reduce its level of service requirement or reduce costs by implementing non-capital alternatives or other
methods to bring costs in alignment with available resources.

The Capital Projects table below reflects the total adopted and proposed capital investment by function for
2018 and the Capital Investments graph shows the total capital investment City-wide for the past decade.

CAPITAL PROJECTS
2018 2018
Adopted Proposed
Utilities 14,700,000 20,100,000
Streets 9,889,410 12,239,410
Parks 3,510,000 9,910,000
Facilities 591,000 691,000
Information Technology 1,797,660 1,872,660
Strategic Capital Investments 500,000 500,000
Total Capital Projects 30,988,070 45,313,070
|
CAPITAL INVESTMENTS
$ in Millions
50 453
40 -
30 A
20
10 A I

2010 2011 2012 2013 2014 2015 2016 2017 2018
Budget Proposed




In 2016, the City created a Capital Investment Strategy work group charged with developing strategies to break
the “silo” effect of capital planning and establish a methodology and criteria which will allow the City to
measure proposed capital projects side by side and make funding decisions based on City-wide priorities. This
work group has made significant progress and it is anticipated that the methodology will be in place for the
2019-2020 biennial budget cycle. However, based on the work done thus far by the team and augmented by
departmental priorities information, the Mayor and City Council were provided with significant information on
which to base capital funding decisions.

The 2017-2018 adopted budget begins to make adjustments between “non-recurring capital improvement”
and “recurring capital improvement”. The Capital Investment Strategy work group has identified several
recurring large maintenance items that have historically been included in departmental capital requests. The
budget begins to make adjustments for these recurring improvements, which should be excluded from the
Capital Improvement Program and accounted for as operating expenses rather than capital expenses.

Funding for capital projects generally come from five major categories:

¢ Taxes/Fees — This source includes non-dedicated taxes such as property tax and sales tax and,
dedicated taxes such as real estate excise tax, as well as impact and other fees paid by developers.

¢ User Fees - This revenue source represents fees paid for specific services provided by the government.
These monies are restricted and must be used to support the service for which they were collected.
Examples include utility fees (water, sewer, drainage) and golf course fees.

¢ Grants and Contributions — This source includes federal, state, county and other contributions for
specific qualified projects.

¢ Bonds - Bonds are interest bearing debt issued by the City for a specific purpose. Bonds require a
formal and on-going payback source to make debt service payments.

+ Intergovernmental Loans - This category represents loans from one department to another. Like
bonds, these loans are interest bearing and require a formal payback source and schedule.

The capital planning process must include a reasonable determination of future operating impacts, i.e. on-
going maintenance, custodial services, utility costs, etc. It is necessary for the City to plan on these types of
costs to ensure that operating funding is available to be budgeted and expended in future years.

2018 adopted and proposed capital projects are listed on the following pages.
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CAPITAL ADDITIONS—UTILITIES

2018 2018

Water
Adopted Proposed
Habitat Conservation Plan Implementation 2,450,000 2,450,000
Misc Water; Piping Upgrades 500,000 500,000
Wellhead Protection 100,000 100,000
Security Improvements on Water Sites 50,000 50,000
224th St Phase |l 500,000 500,000
Derbyshire Water Main Replacements 3,000,000 3,000,000
Pump Station 3 Electrical Upgrades 150,000 150,000
East Hill Pressure Zone 1,000,000
Total Expenditures 6,750,000 7,750,000

Sewer 2018 2018
Adopted Proposed
Pump Station Repairs & Replacements 500,000 500,000
Sewer Pipe Replacements 2,500,000 2,500,000
Linda Heights Pump Station 500,000
Total Expenditures 3,000,000 3,500,000

Drainage 2018 2018
9 Adopted Proposed
Upper Mill Creek Dam 400,000 400,000
144th Ave Drainage Improvements 200,000 200,000
Mill Creek @ 76th Ave Flood Protection 1,000,000 1,000,000
Lower Russell Road Levee 100,000 100,000
Valley Channel Rehabilitation 1,200,000 1,200,000
Mill Creek Chandler Bay Culvert 300,000 300,000
Misc Drainage; Large Pipe/Culvert 300,000 300,000
S 224th St. Phase 2 1,000,000 1,000,000
Valley Creek System CLOMR 50,000 50,000
NPDES 200,000 200,000
Drainage Master Plan 200,000 200,000
West Meeker Storm Drainage (Russell Road - 64th) 1,000,000
GRNRA South Pump Station 2,000,000
Modular Builing @ PW Operations 300,000
YMCA/Morrill Meadows Frontage 600,000
Total Expenditures 4,950,000 8,850,000




CAPITAL ADDITIONS—TRANSPORTATION g
O
B&O Funded g g ﬂ
Adopted Proposed -]
East Valley Highway - between S 196th St & S 180th St 1,400,000 1,400,000 (@)
S 212th St - Bridge at Green River 400,000 400,000 <
S212th St/ S 208th St- SR 167 to 100th Ave SE 1,000,000 1,000,000 g
Crosswalk Safety Improvements 150,000 150,000 <
Quiet Zone Improvements 300,000 300,000 E
Concrete Sidewalk Replacement Program 700,000 700,000 E
Additional Street Light 100,000 100,000
Flashing Yellow Left Turn Arrows Phase 4 & 5 200,000 200,000
Pavement Rating Consultant 75,000 75,000
Lane Line Markings aka Pavement Markings 300,000 300,000
Thermoplastic Pavement Markings 215,000 215,000
Crack Sealing 125,000 125,000
Guardrail Repairs 110,000 110,000
Sidewalk, Walking Path and ADA Improvements 450,000 450,000
Street Tree Replacement / Maintenance 325,000 325,000
Traffic Sign Replacement 250,000 250,000 3
Street Light Pole Damage Replacement 100,000 100,000 ®
Traffic Loop Replacement 50,000 50,000 =
Traffic Signal Controller Cabinets and Signal Parts 300,000 300,000 .6
Residential Traffic Calming Measures 100,000 100,000 E
James Street Concrete (Central-Jason) 1,000,000 2
South 212th Way Overlay 350,000 E
B&O Unallocated 68,540 68,540 =
Total Expenditures 6,718,540 8,068,540 :U’
| c
4
=
2018 2018 g
Street Operating Funded Adopted Proposed -
132nd Avenue Pedestrian Imp 121,190 121,190
YMCA/Morrill Meadows Frontage 1,000,000
Total Expenditures 121,190 1,121,190
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CAPITAL ADDITIONS—TRANSPORTATION

SE 268th - Military Rd S to 46th Ave 550,000 550,000
Meridian Glen (Overlay) 900,000 900,000
Alderwood 300,000 300,000
103 PL SE - SE 204th St to North Cul-de-sac 100,000 100,000
121st Ave SE - SE 282nd St & SE 280th St 60,000 60,000
121st PL SE - SE 280th St to SE 277th PL 55,000 55,000
SE 254th PL- 116 Ave SEto 118 Ave SE @ Teresa Terrace 60,000 60,000
105th Ave SE - SE 235th St to 400 ft North of SE 235th St 50,000 50,000
108th Ave SE - SE 235th St to SE 232nd PL 60,000 60,000
North Peak Crest (137th Ave, 239th St) 60,000 60,000
264th PL - 116th Ave SE to SE 265th Ct (Fox Creek) 55,000 55,000
124th Ave SE - SE 256th St to SE 248th St 60,000 60,000
SE 248th St - 104th Ave SE to 109th Ave SE 60,000 60,000
Additional ADA Curb Ramps and Sidewalk 200,000 200,000
Residential Crack Sealing 130,000 130,000
Residential Traffic Calming 150,000
Unallocated 349,680 199,680
Total Expenditures 3,049,680 3,049,680

CAPITAL ADDITIONS—PARKS

Parks Lifecycle 580,000 580,000
Adopt-a-Park 25,000 25,000
Eagle Scout Volunteer Program 10,000 10,000
Master Plans 50,000 50,000
Architect/Engineering 40,000 40,000
Strategic Acquisitions 500,000 500,000
West Fenwick Park Renovation - Phase 2 1,375,000 1,375,000
Kent Memorial Park Renovation 620,000 620,000
Springwood Park Renovation 200,000 200,000
Mill Creek Earthworks Renovation 100,000 100,000
Paths & Trails 10,000 10,000
YMCA/Morrill Meadows 6,400,000

Total Expenditures 3,510,000 9,910,000
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