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From: David Wilbrecht, City Manager
Jeffrey Lazenby, Finance Director

Date: December 2015

Re: Presenting the 2016 Budget

Overview

Operating revenues are estimated at $20,645,328; with beginning fund balances, it is $32,464,616.
The estimated operating revenue shows a slight decrease compared to the 2015 final estimate. Total
operating expenditures are budgeted at $16,003,703, a 3.4% increase from the 2015 final budget.

Revenue

General Fund Revenue
General fund operating revenue is expected to remain the same compared to the 2015 final budget.

Property Taxes

Per statute, cities with a population of under 10,000 are allowed a 1% increase per year plus value
from any new construction. For 2016, the City took the 1% increase. The City’s budgeted 2016
property tax revenue is $965,939.

Currently, for every dollar of property tax paid to the city, 18 cents goes to support general fund
operations, 12 cents to street operations, 14 cents to street overlays, and 56 cents pays for debt
service on street capital improvements. An additional 16 cents goes to the payment on the capital
bond used to build the fire station on O’Dell Rd. The excess levy was approved by the voters in 2002
and the bond matures in 2021. With the voted bond levy, the City’s budgeted total 2016 property tax
revenue is $1,097,312.

Sales Taxes

Sales tax is one of the largest general fund revenue sources, accounting for 24% of total general fund
revenue. Sales taxes can vary significantly from year to year. The difference often is the result in the
amount of construction activity. However, since the State of Washington’s adoption of streamlined
sales tax (tax is paid at point of delivery instead of point of sale), Blaine has benefited significantly.
The retail sales portion has increased by 80% over the past five years. The City anticipates an
increase of 4% in sales tax revenue compared to the 2015 budget.
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Interfund Transfers

Interfund transfers or charges account for 24% of the general fund revenues ranking it close to sales
tax revenue. These transfers come from enterprise funds (water, sewer etc.) and non-general fund
programs and are intended to pay for general fund support services. For example, the general fund
receives funding for the financial services that are provided. The same is true of general
administration. The cost allocation formula does not include all general fund programs, such as the
police department.

Utility Taxes

A 6% tax is applied to all sales electric power, natural gas, telephone and garbage. A 9% tax is
applied on all sales of the City water, sewer and stormwater. A one percent tax is levied on cable
television. Cable TV also pays a 5% franchise fee. Ultility tax rates are capped at 6% for all but City
utilities of water and sewer. (All utility tax rates may be increased beyond the caps with voter
approval.) Utility tax revenue from utilities is anticipated to increase by 1%.

Utility taxes generate 24% of the total general fund revenues. Together property tax, sales tax and
utility tax account for 56% of total revenues to the general fund.

1 Cent per Gallon Gas Tax

The one cent per gallon gas tax has increased significantly over the last four years by an average of
138%. However, trends indicate that this source of revenue is decreasing due to fluctuations in the
Canadian dollar exchange rate. The City has estimated a 20% decrease from 2015; this is a
significant hit to the street fund. This source of revenue goes to the street fund and supports street
maintenance and operations.

Hotel/Motel Tax

The hotel/motel tax supports the City’s marketing and tourism activities, and the Visitor’s Information
Center (VIC); some of the activities include Fourth of July, the Drayton Harbor Music Festival, the
Plover, and the Peace Arch Park Sculpture. The hotel/motel tax revenue exceeded expectations in
2014 and 2015. Trends indicate that this source revenue will continue to increase after a few years of
decreases. The City estimates a 28% increase for this source of revenue for 2016. Aside from
funding the VIC, some revenue will be available for tourism activity grants.

Real Estate Excise Tax

This source of revenue comes from sale of real estate. State law currently allows the use of Real
Estate Excise Tax (REET) money to support on-going operations and maintenance on capital
facilities. This allowed use sunsets in 2016. The City continues to use REET funds to support on-
going park maintenance in the amount of $55,000 and has allocated $70,000 to street maintenance.
Other than park and street maintenance, REET funds can only be used for funding capital projects.
The REET trends indicate that home sales have begun to trend upward after several years of
decreases.

Grant Funding

The City continues to apply for grants for many of its projects and equipment needs. However, as the
state and federal budgets have their own difficulties, grant funding for local projects continues to
decrease.
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Utility Funds Revenue

No rate increases are planned for water, wastewater, and stormwater utilities in 2016. For these
utilities, the City estimates that revenue will maintain and continue to fund current maintenance and
operations levels. General Facility Fees (GFF) or connection fees for water and sewer were re-
implemented in 2014. In 2016, these fees will continue to generate revenue for future water and
sewer capital improvements.

For the Electric Utility, the Council adopted a 5% rate increase for 2016. This increase is needed in
order for the utility to continue to meet operating costs, to meet operating and capital target balance
requirements, and to meet needed capital improvements.

Expenditures

General Fund Expenditures

The general fund supports public safety, planning and building inspection, parks and cemetery
operations, and general administrative services. On the operating expenditure side, the City has
budgeted a 10% increase from the 2015 final budget.

Strategic Economic Initiative

In the 2016 budget, the City has initiated a process to evaluate the need for new and expanded
community facilities. These include a wide range of items such as roadways, parks, and trails, as
well as new or enhanced buildings, such as a visitor center, police station, library, and community
center. This effort will include extensive public outreach, an assessment of needs, cost estimating for
facilities, evaluation of community support, and evaluation of funding alternatives. This initiative will
partially be funded by the City’s Rural Economic Development (RED) fund.

Personnel

In the general fund, there are no anticipated changes to positions or full-time equivalents (FTEs). In
terms of salaries and wages, all labor contracts are up for renegotiation for 2017. Progressive step
increases for those not at the top step of their position salary range are currently budgeted.

Medical costs continue to increase on an average of 7% to 10% per year. Employer contributions to
the public employees’ retirement system (PERS) have increased by 5%.

General Fund Contributions

The City contracts with the Boys and Girls Club for after-school programs and provides funding for
senior services. The City’s financial contribution to the Boys and Girls Club is $31,000 and to the
Senior Center $49,000—the same as the 2015 contributions.

Utility Funds Expenditures
The 2016 utility operating budgets represent basic maintenance and operations for the respective
utilities—water, wastewater, electric, and storm—and the ongoing commitment to customer service.

The electric utility estimated operating expenses are up by 3% compared to the 2015 budget. A
major project funded by the electric utility is the construction of a storage facility at the public works
yard. The facility will be owned by the electric utility.

The water utility estimated operating expenses are down by 3%. The water budget continues to fund
operations as well as continuing to fund the water capital and equipment reserves.
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The sewer utility estimated expenses are down by 1% from 2015. Some of the expenses include a
new staffing position or one additional FTE, equipment purchases, and mandated funding for future
equipment replacement. Sewer debt service payments will continue to level off within the next couple
of years.

Estimated expenses for the stormwater utility have decrease by 5%. This is due to changes in re-
allocating staff time to other public work’s operations.

Capital Projects

In terms of capital projects planned for 2016, many needed projects such as storm, transportation,
and park improvements are not included in the capital improvement plans due to lack of funding.
Some improvements have been deferred into 2017 and beyond.

Some planned capital projects for 2016 include: sidewalk improvements to Mitchell Avenue; Bell
Road/Peace Portal intersection improvements; water supply wells 5.1 and 8.1 upgrades; Pipeline
Road electric transmission line upgrade; and wastewater service extension to the Vista Terrace
neighborhood.
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CITY OF BLAINE SERVICES SUMMARY

The City provides a range of municipal services that include public safety, planning and
building inspection, parks, street and transportation infrastructure, utilities, and general
administrative services. The City owns and operates electric, water, wastewater, and
stormwater utilities; the Blaine Public Library building; the Community Center building;
City Hall; a cemetery; and nine park facilities.

ABOUT BLAINE

Incorporated in 1890, the City is located along the shores of Drayton Harbor, with
marinas located near downtown and on the Semiahmoo Spit. Drayton Harbor provides
10.25 miles of shoreline within the city limits, which is a haven for multiple species of
shorebirds. Blaine also features clamming and fishing beaches.

Blaine has a tourism and recreation economy centered on its historic downtown and the
harbor area. Blaine is home to the third busiest Canada/U.S. border crossing and the
community has an expanding commercial and industrial district largely tied to
international trade and the movement of goods and services between the U.S. and
Canada.

Blaine is known as the “Peace Arch City,” named after the Peace Arch monument,
located in Peace Arch State Park. The park straddles the U.S./Canada border, allowing
visitors the experience of strolling between countries while enjoying the park’s beautiful
gardens.

The historic Plover foot ferry provides transportation between Blaine Harbor and
Semiahmoo Spit. Blaine also boasts the number one and number two rated golf
courses in Washington State: Loomis Trail Golf Club and Semiahmoo Golf & Country
Club.

Year round outdoor recreational opportunities abound in both Whatcom County and the
Lower Mainland of British Columbia. These include hiking, camping, sailing and fishing,
and the foothills of the Cascade Mountain Range are 25 miles east with easy access to
the Mt. Baker Wilderness and Mt. Baker Ski Area.



Blaine at a Glance

Elevation:
Land Area:

Location:

Average Annual Rainfall:

Mean Temperature:

52 feet city center, 525 feet at highest point
8.4 square miles

110 miles north of Seattle & 35 miles south of
Vancouver, BC

35-40 inches

High 62F; Low 40F

Demographics (from Office of Financial Management, U.S. Census Bureau & City-Data)

Population:
Density:
Male/Female
Median Age:

Median Household Income:

Median Value of Housing Unit:

Total Housing Units:

4,829

575 persons/square mile
48.9% /1 51.1%

40.4 yrs.

$55,229

$286,000

2,450



Population

LOCAL ECONOMIC INDICATORS
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Sales Tax

Sales Tax Revenue Received
$1,600,000
$1,400,000
$1,200,000
$1,000,000 -
$800,000 -
$600,000 -
$400,000 -
$200,000 -
S- : : :
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Budget

Sales Tax Distribution Breakdown |The sales tax rate within the City of Blaine is 8.5% of which
Tax Jurisdiction Percentage |0.85% of total sales tax revenue is returned to the City.
State 6.50%|The remainder of the revenue goes to the State and other
City of Blaine 0.85%|public agencies.

Transit Authority 0.60%
Whatcom County 0.45%
Criminal Justice 0.10%
Total 8.50%
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Property Tax

Assessed Valuation - Real Property
$1,000,000,000

$900,000,000

$800,000,000 -
$700,000,000 -
$600,000,000 -
$500,000,000 -
$400,000,000 -
$300,000,000 -
$200,000,000 -
$100,000,000 -
$. -4 T T

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

24 Largest Taxable Assessed Values in the City of Blaine - 2014 Tax Year

Nature's Path Foods USA Inc S 23,330,272 | |Robinson Family Trust S 3,455,695
Resort Semiahmoo LLC S 19,800,000 | [Donald W & Shirley A Nelson S 2,796,535
DBW Whatcom LLC S 10,508,475 | |Grandis Pond LLC S 2,728,008
Blaine Station Inc S 8,755,121 | [Johnson's J B Investments LTD S 2,340,440
Sawan LLC S 7,584,350 | |Eugene & Edith Klein S 2,229,382
Hayes Development Group LLC | $ 7,580,355 | [Ammex Tax & Duty Free Shops West Inc | $ 2,203,205
Marin Condominiums LLC S 5,888,831 | [Leroy J & Janice L Wiebe S 2,171,368
Harbor Lands LP S 4,857,342 | |Douglas W & Louise B Connelly S 2,168,988
Union Bank NA S 4,577,689 | |Country Enterprises Inc S 2,054,249
Semiahmoo South LLC S 4,504,668 | |Totally Chocolate Inc S 2,003,943
Exports Inc S 4,053,803 | |BNSF Railway Company S 1,946,161
Semiahmoo LLC S 3,458,200 | [Trader Partnership S 1,888,347

Valuations provided by the Whatcom County Assessor's Office.
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Property Tax Levy History

$1,400,000

$1,200,000

2007

= General Fund

2008

$1,000,000 -
$800,000 -
$600,000 -
$400,000 -
$200,000 -
s - . . . . . ; : : :

2009

2010

M Street Operating Fund

2011 2012 2013 2014 2015 2016

Budget

m Street Capital Funds m Voted Levy (O'Dell Rd. Fire Station)

Property tax revenue funds general city services,

street operations, street capital projects, and debt

service on street capital projects. Real and personal

property is assessed by the Whatcom County Assessor's

Office. Of the total property taxes owed on a $286,000

assessed value home, 14% goes to the City.

Assessed Home Value  $286,000

Tax District Dollars Percent
Blaine School District $838.50 28%
State 659.71 22%
Fire District 429.00 14%
City of Blaine 442.39 15%
Whatcom County 322.54 11%
Library District 141.85 5%
Port of Bellingham 79.06 3%
Flood Control 38.45 1%
Blaine-Birch Bay Parks

& Rec District 28.24 1%
Conservation 11.94 0.4%

12
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CITY OF BLAINE

Budget Process

Budget Method & Sequence

. Finance Director calculates estimates for major revenue sources and reviews with City
Manager.

. City Council and management review City goals and objectives, establish service
priorities, and budget linkage to the Strategic Plan and identify any changes to priorities.

. Managers review general budget spending guidelines with Finance Director & City
Manager.

. Managers assess departmental needs and develop Departmental Budget Proposals,
Capital Improvement Proposals, and justifications and revenue sources to support major
budget additions for submission to the Finance Director/City Manager.

. The Finance Department calculates and compiles the Departmental Budgets, reviews
with City Manager, and develops a draft of the Preliminary Budget.

. The City Manager/Finance Director files the Preliminary Budget with City Council.

. The Preliminary Budget is presented to the City Council.

. The Finance Director reviews and compiles a list of additions and reductions, based on
any updated revenue projections and personnel expenses, and revises the Preliminary

Budget. Revisions are reviewed with the City Manager.

. The revised Preliminary Budget and property tax levy request are presented at the
October City Council meeting for public hearing and adoption.

10.The City’s levy request is submitted to the Whatcom County Assessor.

11.Final revenue certifications, City Council and management feedback are compiled and

the Finance Department revises the Budget document.

12.The Final Budget is presented to the City Council for final review and adoption.

13.The Final Budget is published and available upon request or through the City’s website.

13



10.

11.

12.

13.

14.

15.

16.

17.

2016 BUDGET CALENDAR

. Finance Director calculates estimates for major revenue sources.

. Managers review general budget spending guidelines

with Finance Director.

Managers assess departmental needs & develop
Departmental Budget Proposals.

. Review of Preliminary Budget.

. City Council conducts Strategic Plan workshop

Preliminary Budget to City Manager
City Council conducts workshops on the 2015 Budget.
Property Tax Levy Public Hearing.

City Manager/Finance Director files Preliminary Budget & budget
message with City Council & City Clerk.

Notice of filing of Preliminary Budget published with notice of public

hearing on Final Budget once a week for 2 consecutive weeks.
City Council conducts workshops on the 2015 Budget.

First budget hearing.

Adopt Property Tax Levy Ordinance.

Second budget hearing.

Submission of property tax certification to County Assessor.
City Council conducts workshop on the 2015 Budget.

Adoption of 2016 Budget.

July

August

August — Sept.
August — Sept.
September 14
October 1
October 12 & 26

October 26

October 30

November 2-13
November 9 & 23
November 9
November 9
November 23
November 30
December 14

December 14

14



CITY OF BLAINE GOALS

VISION STATEMENT

The City of Blaine is an open and welcoming community located on beautiful
Drayton Harbor and the border with British Columbia. This diverse community
has an engaged population that is friendly to both older and younger citizens.
Blaine is clean and safe. It has an excellent educational system and the
community is particularly proud of the new high school and award winning
vocational/technology program. Blaine has a growing economy with a vibrant
downtown and a healthy business climate. The community is involved and
approaches problem solving in a creative way. It embraces sustainability in all
areas of community life as evidenced by the commitment to becoming a
pedestrian friendly community and preserving its unique geographic location.

MISSION STATEMENT

The mission of the employees and elected officials of the City of Blaine is guided

by the highest priorities of customer service, helpfulness and excellence in all
that we do. We believe that achieving these priorities require that we work
diligently to create and sustain a community that is, above all, safe and healthy,
but also clean and attractive with well maintained infrastructure. We strive to
help make Blaine “fertile soil” which will grow healthy families and successful
businesses. In short, a place where people like to live.

CORE VALUES

Dedicated Staff and Elected Officials
Honest

Respectful

Competent

Caring

Rational

Helpful

Hard Working

Available

Accessible

15



GOALS

>

The City of Blaine is an important part of a larger economic region and as
such will work cooperatively with others in the region to develop and promote
a sustainable economy. For the City of Blaine, sustainability means living in a
way that balances social, economic, environmental and institutional
considerations to meet our needs and those of the generations to come.

The City will progressively maintain the installed capital assets for the City of
Blaine.

The City will explore and implement a variety of ways to involve the
community in the public decision making process.

The City will develop and market the City of Blaine as a vibrant, appealing,
entertaining and interesting place to visit while maintaining the community’s
small town flavor and high quality of life.

The City will foster collaborative working relationships among local, state,
federal and international stakeholders/partners in community and economic
development areas.

The City will provide and preserve open space and shoreline access and
expand the recreation services for citizens of all ages and interests.

The City will foster pride in the physical appearance of our community through
responsible property ownership and a strong commitment to making our
community a healthy, safe and attractive place to live.

The City will provide excellent stewardship of the City’s financial resources.
The City believes that preserving environmental quality and encouraging
economic development are not mutually exclusive goals. They are
interdependent and for Blaine to prosper and sustain its quality of life, we
must integrate environmental preservation as a high priority in all we do.

The City will protect the people and property in our community while
promoting safety and sense of well being.

The City will work in partnership with our community and area criminal justice
agencies to protect life and property, solve neighborhood problems, and
enhance the general quality of life in our City.

The City will improve transportation systems (private and public) connecting
Blaine with neighboring communities in the U.S. and British Columbia.

The City will enhance the physical access to the marine shoreline and
preserve critical marine view-sheds as a component of the City’s recreation
and community development strategy.

The City will meet the needs of citizens in ways that do not compromise and
limit future generations’ ability to meet their own needs.

16



Summary of Financial Policies

Fund Reserves

The City will maintain a fund reserve (Fund 107) for the general fund to pay
expenditures caused by unforeseen emergencies, for shortfalls caused by revenue
declines and to eliminate any short-term borrowing for cash flow purposes. This
reserve should be maintained at an amount that represents the equivalent of one year’s
property tax collections. This reserve will be separate from the carryover balance.

The City’s general fund will maintain a year-to-year “carryover balance” in an amount
necessary to maintain adequate cash flow and to reduce the demand for short-term
borrowing. All other funds must never incur negative fund equity.

Contingencies and reserve funds in the Electric should equal 60 days operating
revenues; and for Water, Wastewater, and Storm Water utility operating funds should
be equal to 30 days operating revenues.

The City will maintain an equipment reserve fund, and will appropriate funds to it
annually to provide for the timely replacement of equipment.

Utility Rates

Utility user charges for electric, water and wastewater will reflect cost of service and will
be established so that operating revenues are at least equal to operating expenditures.
A portion of user rates is designed to cover replacement of the utility facilities.

Each of the City utilities will periodically conduct a comprehensive rate study. In each
of the intervening years, the staff will review and update the current study.

The administrative transfer fee is a payment from all Enterprise Funds to the Current
Expense Fund for the cost of personnel, finance, general government, equipment,
materials, facilities and service usage provided by general government funds.
Consequently, the amount of each year’s transfer fee will be based on the estimated
General Fund expenditures that represent direct and indirect services provided to each
enterprise fund, less those that are directly billed to those funds.

Each of the four City utilities will maintain a reserve fund to meet unforeseen
emergencies. This reserve shall be separate from the carryover balance. The
carryover balance should be sufficient to maintain adequate cash flow and to reduce
the demand for short-term borrowing.

Budgeted Capital Asset Maintenance
The City shall continue to support a scheduled level of maintenance and replacement of
its infrastructure and fleet.

The City will maintain its physical assets at a level adequate to protect the City’s capital
investment and minimize future maintenance and replacement costs. The adopted

17



Summary of Financial Policies

operating budget will provide sufficient resources for the regular repair and
maintenance of capital assets.

Debt

When authorized by the Council, the City will issue long-term debt for high cost long-
lived capital projects/assets. The City will issue short-term debt only when it is
impossible to fund a project/asset initially through long-term debt. Debt issuance will
conform to the debt limitations as set by State of Washington statutes.

The issuance of short-term debt is limited to projects/assets that cannot be funded
initially through long-term debt.

The issuance of long-term debt is limited to capital projects and assets that the City
cannot finance from current revenues or resources. For purposes of this policy, current
resources are defined as that portion of fund balance in excess of the required reserves
(see 5.2.7 Fund Reserves). Every effort will be made to limit the payback period of the
bonds to the estimated useful life of the capital projects or assets.

The City will use long-term debt financing when the following conditions exist:

o Non-continuous capital improvements are desired.
o Future citizens will receive a benefit from the improvement.

When the City utilizes long-term debt financing, it will ensure that the debt is financed
soundly by:

o Conservatively projecting the revenue sources that will be utilized to repay
the debt.

o Financing the improvement over a period not greater than the useful life of
the improvement.

e  Determining that the cost benefit of the improvement, including the interest
cost, is positive.

Capital leases may be used to finance equipment purchases, rather than an outright
purchase, anytime the total cost of the equipment purchases exceeds 12% of the
applicable funds’ budget.

The City will conform to the debt limitations as set forth by the State of Washington.
Those limitations include:

Indebtedness for general purposes without a vote limited to 1.5% of taxable property
value for the regular levy.

Indebtedness for general purposes with a vote limited to 2.5% of the taxable property
value for the regular levy.

18



Summary of Financial Policies

Indebtedness for utility purposes with a 3/5 vote limited to 2.5% of the taxable property
value for the regular levy.

Indebtedness for open space and parks with a 3/5 vote limited to 2.5% of the taxable
property value for the regular levy.

The City will attempt to keep the average maturity of general obligation bonds at ten
years.

All efforts will be made to limit the long-term debt maturity schedule to the estimated
useful life of the capital asset constructed or purchased.

Annual budget appropriations shall include debt service payments and reserve
requirements for all long-term debt outstanding, as set forth in the bond ordinances.

Debt issues will be sold on a competitive basis, except when conditions make a
negotiated sale preferable, and awarded to the bidder who produces the lowest interest
cost. Revenue bonds can be issued through a negotiated sale when the issue is
unusually large, the project speculative or complex, the issue is a refunding, or the
market is unstable.

Internal Controls
The City will maintain internal controls sufficient as to prevent loss of City assets.
These controls will be documented and reviewed on a periodic basis.

Any employee will be prosecuted to the extent of the law in any instance where the
employee is proven to have committed an illegal act such as theft.

Financial Reporting

The Finance Department prepares monthly financial reports for the City Manager, City
Council, and the department managers no later than the first Council meeting of each
month.

An Annual Street Report is prepared and sent to the State Department of
Transportation no later than May 31.

An Annual Financial Report is prepared for the State of Washington, and sent to the
State Auditor’s Office no later than May 29. This report is available to the City’s
Council, securities and bonding agencies, and citizens.

Purchasing Thresholds

All purchases of goods with an estimated total cost of $15,000 or more require formal
competitive sealed bids. Purchases with an estimated total cost of less than $15,000
should be purchased in accordance with the adopted Purchasing and Procurement
Policy 6-1. Under no circumstances should purchases be split to avoid bid limits.

19



Summary of Financial Policies

The City is authorized to use state contracts in lieu of issuing bids to vendors or buying
locally when it is to the economic advantage of the City.

The City Clerk opens all bids. The City Council has the responsibility to award all
formal bids.

Investments and Banking Services

State of Washington Statutes 35A.40.050 and 43.84.080 RCW authorize the City to
invest in selected investment instruments. The City’s investment policy is set forth in
the Policies and Procedure Manual, Investment 4-6.

All cash and investments will be maintained in pooled accounts.

Periodically, as determined by the City, the finance department will issue a request for
banking services to all qualified banks located within the City’s geographic boundaries.
The award of banking services will be made solely on the response to the request for
proposal. After a depository is chosen, a banking service contract will be approved by
the City Council.

Grant Funding

The City will seek state and federal grants and developer contributions for funding
projects. Grants and contributions will not be budgeted unless the funding source has
been identified and awards confirmed.

Basis of Accounting and Budgeting

The City’s basis of accounting and budgeting is maintained in accordance with methods
prescribed by the State Auditor under authority of Washington State statute. The City of
Blaine follows the State’s Budgeting, Accounting, and Reporting System (BARS) for
library districts.

The City uses a cash basis of budgeting and accounting. The cash basis of accounting
operates as follows: Revenues are recognized in the accounting period only when
received in cash. Expenditures are recognized in the accounting period when they are
actually paid. Encumbrances are recognized during the year; however, outstanding
encumbrances at the end of the year are no longer considered expenditures and are re-
appropriated in the following year. Purchases of fixed assets are expensed during the
year of acquisition. There is no capitalization of fixed assets, nor allocation of
depreciation expense. Inventory is recorded as operating expenditures when
purchased.

Annually or biennially, the State Auditor’s Office audits the City’s Financial Statements,
including the balances and financial activity related to cash and investments, revenues,
expenditures, and overall presentation of the Financial Statements. The City’s
accountability and compliance with certain state laws and regulations and its own
policies in the following areas are also evaluated during an audit: cash receipting and
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Summary of Financial Policies

revenues, contracts and agreements, purchases and payments, and open public
meetings.

Fund Structure

The general fund is the general operating or current expense fund of the City. All
current operating revenue and expenditures are accounted for in this fund. The
enterprise funds consist of the City’s four utility funds: electric, water, wastewater, and
storm water. All current utility operating revenue and expenditures are accounted for in
these funds. The capital funds are for the acquisition, enlargement or improvement of
real or personal property for City purposes. All current capital project expenditures are
accounted for in these funds. The cash basis of accounting is applied to all funds.
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City of Blaine
Staffing Comparison (Full Time Equivalents)

Department/Division 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

City Manager 1.0 1.0 1.0 1.0 1.0 1.0 1.0 14 14 1.0
Municipal Court 3.3 2.0 2.0 1.8 1.8 1.8 1.0 1.8 2.0 2.0
Finance 6.8 7.0 7.0 6.8 6.0 6.0 5.0 6.0 6.0 6.0
Administrative Services/City 2.3 2.5 2.5 2.2 2.2 2.2 2.0 2.0 2.0 2.0
Clerk
Information Technology 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0
Facilities Maintenance 0.8 1.0 1.0 0.9 0.9 0.9 0.9 1.3 1.4 1.5
Police Department — Sworn 14.0 13.5 13.5 11.0 11.0 11.0 9.0 11.0 11.0 11.0
Police Department - Civilian 3.0 4.0 4.0 4.0 4.0 3.0 2.0 2.0 2.0 2.4
Planning/Building Inspection & 5.4 5.9 5.9 3.9 3.9 3.9 3.9 4.3 4.3 4.9

Code Enforcement
Tourism/Community

Development 1.8 2.0 2.0 1.8 1.8 1.8 1.2 14 14 14
Streets/Parks/Cemetery 2.5 2.9 2.9 2.3 2.3 2.3 2.3 2.4 2.4 3.0
Electric 6.3 5.9 5.9 6.3 6.3 6.3 7.0 5.8 5.8 5.7

Water 3.3 3.3 3.3 3.6 3.2 3.2 3.8 3.3 3.3 3.7
Wastewater 4.8 4.9 4.9 4.9 4.9 4.9 4.1 4.5 4.5 4.9

Storm Water 0.9 1.0 1.0 1.0 0.9 0.9 0.9 1.0 1.0 0.8

Public Works Administration 7.4 6.7 6.7 6.8 6.8 6.8 6.8 6.6 6.6 6.0
Total 64.6 64.5 64.5 59.2 58.0 57.0 51.9 55.7 56.1 57.3

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
[Total FTEs per 1000 Population| 139 | 138 | 136 | 126 | 123 | 121 | 109 | 116 | 11.7 | 119 |

Total FTEs per 1000 Population
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Revenue Type and Estimated Beginning Fund Balance Definitions

Estimated Beginning Fund Balance: The estimated difference between those
revenues (assets) that can reasonably be expected to be available within the year, and
those payables (liabilities) that can reasonably be expected to be spent during the year.

Taxes: Taxes levied by a government for the purpose of financing services performed
for the common benefit. Examples include Property, Sales, and Utility Taxes.

Licenses and Permits: These include charges for issuance of licenses and permits, for
example, Business Licenses. This category does not include inspection charges.

Intergovernmental Revenue: This revenue includes grants, entitlements, shared
revenues, and payments for goods and services provided by one government to
another.

Goods and Services Charges: Charges for services rendered or goods sold by the
city except to other governments or another City department or group. Examples
include electric, water, sewer, and storm water services.

Fines and Forfeitures: Fines are monetary judgments commonly imposed by the court;
forfeitures are penalties by which one loses rights and interest in property because of
commission of an offense or nonperformance of an obligation or duty. Examples
include penalties collected for parking and traffic tickets.

Miscellaneous Revenues: Includes operating revenues not classified elsewhere, such
as interest, rents, leases, concessions, and contributions from private sources.
Examples include interest earnings and rental income.

Non-Revenues: These revenues are for items such as interfund loan proceeds and
proceeds of long-term debt for proprietary funds.

Other Financing Sources: These are changes in current financial resources that are
reported separately from revenues to avoid distorting revenue trends. Examples
include sale of GO Bonds, proceeds from the disposition of capital assets, and
operating transfers in.

24



Expenditure Type and Estimated Ending Fund Balance Definitions

Estimated Ending Fund Balance: The estimated difference between those revenues
(assets) that can reasonably be expected to be available within the year, and those
payables (liabilities) that can reasonably be expected to be spent during the year.

Salaries and Wages: This expenditure category includes amounts paid to City
employees in accordance with rates, hours, terms and conditions authorized by law or
stated in employment contracts. This category also includes overtime and stand-by
hours.

Benefits: Those benefits paid by the City as part of the conditions of employment.
Examples include health insurance, social security, and retirement system contributions.

Supplies: A basic classification of expenditures for items purchased for consumption.
Examples include office and operating supplies, fuel, inventory or resale items, small
tools and equipment.

Other Services and Charges: A basic classification for services other than personnel.
Examples include professional and legal services, communication, travel, advertising,
utilities, and insurance.

Intergovernmental Services: Purchases of specialized services typically performed
by State or local governments. An example of this is jail services purchased from
Whatcom County.

Non-Expenditures: This classification includes interfund loan payments, redemption of
long-term debt for the enterprise funds, purchase of investments, and prior year
corrections.

Debt Service: Payment of interest and principal to holders of the City’s indebtedness.
Capital Outlay: Expenditures for acquisition of or additions to assets such as land,
buildings, machinery and equipment. The cost threshold for such expenditures to be
classified as capital is $5,000 and above.

Other Financing Uses: Reflects the purchase of services or supplies provided by

another City group or department. Operating transfers in within the City from one fund
to another are also included in this object.
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TOTAL REVENUES AND EXPENDITURES BY OBJECT

2014 2015 FINAL 2016 S Increase | % Increase
ACTUAL BUDGET BUDGET (Decrease) | (Decrease)

Fund Balances--beginning January 1 14,994,447 | 12,571,280 | 11,819,288 (751,992) -6%
REVENUES
Taxes 4,487,211 4,582,523 4,651,660 69,137 2%
Licenses & Permits 240,631 272,000 274,000 2,000 1%
Intergovernmental 1,384,752 1,668,949 1,505,351 (163,598) -10%
Charges for Goods & Services 12,108,653 | 13,265,916 | 13,595,867 329,951 2%
Fines & Forfeitures 322,209 308,600 311,800 3,200 1%
Interest & Miscellaneous 477,351 580,636 306,650 (273,986) -47%
TOTAL OPERATING REVENUES 19,020,808 | 20,678,624 | 20,645,328 (33,296) 0%
TOTAL AVAILABLE RESOURCES 34,015,255 | 33,249,904 | 32,464,616 (785,288) 0%
EXPENDITURES
Salaries 4,001,437 4,327,422 4,629,791 302,369 7%
Benefits 1,694,726 1,939,789 2,104,690 164,901 9%
Office & Operating Supplies 3,746,235 3,995,791 4,142,131 146,341 4%
Other Services & Charges 4,146,136 4,766,612 4,667,347 (99,265) -2%
Intergovernmental 416,688 452,241 459,744 7,503 2%
TOTAL EXPENDITURES 14,005,221 | 15,481,854 | 16,003,703 521,849 3.4%

Excess (deficiency) of revenues

over expenditures 5,015,586 5,196,770 4,641,625
OTHER FINANCING SOURCES (USES)
Non-Revenues (Loans & Bonds Proceeds) 428,530 28,158 2,000 (26,158) -93%
Other Financing Sources-Transfers In 6,078,679 3,234,285 3,268,167 33,882 1%
Debt (6,031,216)| (3,482,213)( (3,572,758) (90,545) 3%
Capital (3,391,521)| (4,657,860)| (3,684,818) 973,042 -21%
Other Financing Uses-Transfers Out (2,922,951)| (2,947,028)| (3,258,763) (311,735) 11%

Total other financing sources and uses (5,838,478)| (7,824,658)| (7,246,172) 578,485 -7%
Net change in fund balances (822,892)| (2,627,887)| (2,604,547) 23,340 -1%
Fund balances--ending December 31 14,171,555 9,943,392 9,214,741 (728,651) -7%
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2016 Total Estimated Revenue by Type
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2014 Actual 2015 Final Budget 2016 Budget
$ Increase % Increase
General Fund General Fund General Fund (Decrease) | (Decrease)
Fund Balances--beginning January 1 731,718 479,510 550,518 71,008 15%
REVENUES
Taxes
Property Taxes S 180,696 | $ 184,808 | $ 186,656 | $ 1,848 1%
Sales Taxes 1,405,560 1,463,750 1,527,618 63,868 4%
Utility Taxes 1,175,734 1,251,887 1,266,130 14,243 1%
Leasehold Excise 88,809 96,224 100,000 3,776 4%
Other 130 100 100 - 0%
Licenses & Permits 240,631 272,000 274,000 2,000 1%
Intergovernmental 365,592 241,000 252,883 11,883 5%
Charges for Goods & Services 1,280,214 1,374,420 1,364,632 (9,788) -1%
Fines & Penalties 273,938 265,000 270,000 5,000 2%
Investment Earnings 33,297 23,000 20,000 (3,000) -13%
Miscellaneous 12,818 5,060 7,150 2,090 41%
Lease Revenue 149,312 160,000 160,500 500 0%
Total Revenues 5,206,731 5,337,249 5,429,669 92,420 2%
Total Revenue & Beginning Fund Balance 5,938,449 5,816,759 5,980,187 163,428 3%
EXPENDITURES
Needs Assessment - - 50,000 50,000 0%
Legislative 39,482 38,976 39,775 799 2%
Municipal Court 277,214 298,692 330,496 31,804 11%
City Manager 171,119 179,846 174,098 (5,748) -3%
Finance 732,275 787,286 849,070 61,784 8%
Administrative Services 220,499 222,826 233,710 10,884 5%
Election Services 8,940 7,000 10,000 3,000 43%
Legal-Contract 43,206 35,000 35,700 700 2%
Personnel 25,131 33,050 33,550 500 2%
Facilities Maintenance 368,415 379,708 431,510 51,802 14%
Information Technology 212,644 278,746 260,503 (18,243) -7%
General Government Services 5,965 5,236 5,382 146 3%
Public Safety 1,781,398 1,941,212 2,138,895 197,683 10%
Debt Service:
Principal 14,790 14,000 (14,000) -100%
Interest & other charges 1,207 2,000 969 (1,031) -52%
Capital Outlay 203,884 50,000 86,000 36,000 72%
Environment, Planning & Building Inspection 503,152 530,778 628,511 97,733 18%
Senior Center-City Contract 49,000 49,000 49,000 - 0%
Senior Center-County Contract 58,750 58,750 58,750 - 0%
Boys & Girls Club-City Contract 31,000 31,000 31,000 - 0%
Tourism & Community Development 121,344 129,403 136,801 7,398 6%
Debt Service:
Interfund Loan 20,000 9,834 9,834 - 0%
Total Expenditures 4,889,416 5,082,343 5,593,554 511,211 10%
Excess (deficiency) of revenues
over expenditures 317,315 254,906 (163,885)
OTHER FINANCING SOURCES (USES)
Capital Lease Proceeds 124,870 124,870 0%
Insurance recoveries 8,120 20,481 - (20,481) -100%
Transfers In-Hotel/Motel 90,062 66,384 69,967 3,583 5%
Transfer In-Reserve 20,000 20,000 0%
Transfer In-Rural Economic Development - - 104,500 104,500 0%
Pass-through (Whatcom County EMS) (36,949) (35,000) (35,000) - 0%
Transfers Out (673,000) (299,091) (200,167) 98,924 -33%
Total other financing sources and uses (611,767) (247,227) 84,170 331,396 -134%
Net change in fund balances (294,452) 7,679 (79,715) (87,394) -1138%
Fund Balances--ending December 31 [s 437,266 | $ 487,189 | $ 470,803 | (16,386)] -3%
Target balance (30 days of expenditures) 441,786 451,370 462,901
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PROGRAM TITLE: PROGRAM NUMBER:

CITY COUNCIL 511
FUND TITLE: FUND NUMBER:
GENERAL FUND 001

PROGRAM DESCRIPTION

The City Council serves as the legislative and governing body of the City of Blaine and has the
responsibility for establishing City policies, goals and enacting law. The Council is a sounding
board for the community to address the needs and concerns of the residents, business community,
and other interested parties affected by the actions of the City Government.

The City Council appropriates from the City Treasury the funds to conduct the business of the
City. A budget is submitted annually for the City Council to review and approve establishing
funding levels for the services the City provides. The City Council appoints the Mayor, the City
Manager, as well as members of Blaine’s various Boards and Commissions.

PERSONNEL SUMMARY:
POSITION 2014 2015 2016
City Council 7 7 7

ORGANIZATIONAL CHART: COUNCIL

City Council I
City Manager I

Planning Park & Blaine Civil Service
Commission Cemetery Tourism Commission
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Needs Assessment-

Professional Services - - 50,000 50,000 0%
Salaries 27,817 27,600 27,600 - 0%
Benefits 2,313 2,401 2,300 (101) -4%
Office & Operating Supplies 341 250 250 - 0%
Other Services & Charges 9,012 8,725 9,625 900 10%
Total Expenditures 39,482 38,976 39,775 799 2%
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PROGRAM TITLE: PROGRAM NUMBER:

MUNICIPAL COURT 512.50

FUND TITLE: FUND NUMBER:
GENERAL FUND 001

PERSON RESPONSIBLE: POSITION:
MICHAEL BOBBINK MUNICIPAL COURT JUDGE

PROGRAM DESCRIPTION

The Blaine Municipal Court is a court of limited jurisdiction over traffic infractions,
criminal traffic, criminal non-traffic, and other criminal violations of City laws as well as State
laws. The Municipal Court may issue temporary orders for protection for victims of domestic
violence. The municipal court judge is appointed by the Council. The City contracts with
Whatcom County for probation services which include probation supervision and pre-
sentencing reports and recommendations. The City also contracts for prosecutorial and
indigent defense services.

PERSONNEL SUMMARY

POSITION 2014 2015 2016
Judge* 0.06 0.06 