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Clity of Port Townsend

Office of the City Manager
250 Madison St., Suite 2, Port Townsend, WA 98368

(360) 379-5047 FAX (360) 385-4290
MEMORANDUM
TO: ~ City Council, City Clerk
FROM:  David Timmons, City Manager W
RE: 2010 City Manager’s Preliminary Budget
DATE: November 12, 2010

This message accompanies the draft budget ordinance for 2010 for all funds. Key to
this budget is the process that the City Council established last year incorporating the
levy lid lift granted by the voters in 2008. The planning and development of the budget
is based upon the forecast and projections and schedules established by the Council to
implement the lid lift. In plain terms the budget is based upon a three year program.

With any program there will be adjusfments. The budget for 2010 reflects the changes
and adjustments to the three year plan. What follows are the key bullet points to

highlight those changes:

1. The 2010 Preliminary Budget is basically a “clone” of 2009, except for union
contract requirements, equipment and IT rental adjustments.

2. We have added staff for parks and maintenance which is part of the City’s
commitment for the property tax levy lid lift passed by our voters in 2008.

3. The City Attorney budget includes a request for a staff position for city
prosecution services. This cost will be partially off-set by a reduction in
professional services.

4. The Development Services Department budget includes a request for a staff
position for a Senior Policy Analyst. The Council has placed a special hold on
any action to fill this position.

5. We have received requests from some of our community non-profit providers for
budget support. The current budgeted amounts do not provide for increased
funding although almost all of the providers requested increases.

6. Our county interlocal contracts continue to be a key budget concern for the City.
These contracts represent some of the largest expenses of the general fund, and
at this time although the county has been reducing their staff levels which will
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affect our county services, at the same time they are requesting higher
contributions from the City.

7. In the City Council budget area, we had to re-institute the County Auditor’s
charges for voter registration costs. In 2009, this requires a supplemental item
for two years of voter registration costs which we were holding back pending a
state audit. Presently, voter registration costs are about $23,000 per year.
When we receive the County Auditor’s invoice for these costs, we will present

this as part of the 2009 budget supplemental.
8. This year we added new information to the budget detail that was requested by

Council members:

a. Supplemental line item changes have been incorporated into the overall
budget analysis.

Five year fund comparative analysis.

Mountain View Commons costs are bundled to show all costs.

A debt service schedule is provided.

A line item detail is provided.

A full breakdown of all payroll is provided.

A detailed schedule of the property tax levy is provided.

Allocation of the projected levy income is provided.

9. For 2010 we are changing how general property tax collections are posted to the
Fire/EMS Fund, Library Fund, and the Community Services Fund. Rather than
posting a General Fund transfer of the general property taxes for these funds, we
are directly depositing those tax collections into the various funds. This is the
same accounting method we have been using for the Debt Service Fund and the
Firemen’s Pension Fund. Making this change will reduce the amount of double
counting that occurs to governmental funds, and should be less confusing to the
media and citizens.

10. This budget also provides for repayment of the outstanding interfund loans that
were approved in previous years. Our goal is to have those loans all repaid in
the next couple years.

11.No new debt issues have been approved for 2009 or 2010. Please note the
schedule provided shows the current debt and sources of funds to retire this
debt. Of special note is the approaching payoff of a major utility debt for the
sewer plant. This will help with our need to fund secandary disinfection/filtration
within the current rate base.

12. The capital budgets are still a work in progress. So many changes and new
funding have recently developed that we are still formulating construction
budgets. The capital budget presented is an attempt to balance what has
occurred with what will carry over to 2010, and it will need to be finalized when all

contributing factors are taken into consideration.

S@moaoyo

Special concerns which will affect the 2010 budget include the following.

General Fund
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Fire Costs for Water Service: As we have reported to Council, a utility can no
longer pass along costs to the rate base for providing fire flow. It must be paid by the
General Government (in this case the General Fund). We are currently assessing this
and at this time we cannot predict or estimate the outcome and impact on the 2010

budget.

County Contracts: The City currently contracts for services for Jail, Court,
Animal Services, and Drug/Alcohol Prevention. What we are experiencing is lower
service levels provided, but higher costs predicted in all services. In addition, County
parks within the City are being closed and we anticipate this will adversely impact the
City’s budget. We are already getting requests from community members to intervene.
The County situation will create a difficult position for the General Fund. There are few
mitigation options. With a new City Prosecutor we may be able to manage law and
justice costs better, but any savings may be offset by higher fee assessments. Animal
Services has few options at this time. We may be able to bring the Drug/Prevention
programs back in house, but it is likely the County will protest as they have in the past.

Development Services: We have conservatively budgeted again for activities
relating to development and real estate activity by the private sector. The first quarter of
next year will be critical in terms of real estate activity. The budget has assumed status
quo in this area, so any increase will improve our budget situation.

Community Development Fund:

The most critical piece here is the implementation of parks maintenance activity.
We are also seeing a trickle down effect on the needs of non profits which are feeling
the impact of the economic situation on their funding sources; in addition the potential
closure of County parks may have an impact on this fund. There are no discretionary
funds available as all funding is committed. Projects for 2009 that will carry over
encumbrances for 2010 include Golf Course maintenance and facility and park land

purchase.

Capital Funds:

Major initiatives will continue well into next year. Upper Sims and Downtown
projects will work their way to completion. Also scheduled to begin in 2010 is the “next
generation” of projects including secondary disinfectionffiltration, sewer extensions to
the Howard Street Corridor, Library seismic bracing, and downtown sidewalk lids.

All other funds remain status quo.

All Funds

Payroll: We are currently negotiating no COLA adjustment for 2010. The
contracts include a floor (1% for Police and 1.5% for General Government). There is no
COLA for non-bargaining employees. Payroll allocations include normal “longevity”
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adjustments for employees. “Longevity” is an adjustment that reflects credit for a
combination of experience, years of service, performance or certifications/education.
Bargaining employees are scheduled for these adjustments by contract. Non-
bargaining are adjusted based upon various factors including recommendations
regarding experience and performance by a supervisor or the City Manager.

IT and Equipment Rental: Throughout the budget are adjustments that reflect
charges to departments for their respective costs for IT and equipment assigned to the
department. In a number of areas changes have occurred that refiect changes to
inventory. Each inventoried item is classified and scheduled for replacement. This
includes items that are original, donated or acquired by a grant. Also, it represents the
shared costs of the framework to support each item including IT servers, staff support,
mechanical, parts, fuel, insurance, etc. We do have separate schedules for each, but
they are not provided due to the large volume of paper the schedules take to print.

The budget as presented conforms to Council financial policy on reserves and
contingencies. Release of contingency funds for other purposes may only be done
through Council action. Council action is also necessary to amend the budget to
release fund reserves. As noted above the Council has retained control of the Senior

Policy Analyst position as a special contingency.
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