
CITY OF SNOHOMISH 
Founded 1859, Incorporated 1890 

 
116 UNION AVENUE  SNOHOMISH, WASHINGTON  98290   TEL (360) 568-3115  FAX (360) 568-1375 

 

NOTICE OF SPECIAL MEETING 

 

 

SNOHOMISH CITY COUNCIL 

 

in the 

George Gilbertson Boardroom 

1601 Avenue D 

 

 

TUESDAY 

March 15, 2016 

6:00 p.m. 

 

 

WORKSHOP AGENDA 

 

 

6:00 1. CALL TO ORDER 

 

 2. DISCUSSION ITEM –  Financial Management Policy Updates – Revenue 

Section (P.1) 

 

6:55 3. ADJOURN 

 

  

 



 

 

 

 



DISCUSSION ITEM 2 

City Council Workshop  1 
March 15, 2016 

Date: March 15, 2016 

 

To: City Council 

 

From: Jennifer Olson, Finance Director   

 

Subject:  Financial Management Policy and Five-Year Financial Plan 

  Workshop 2 – Revenue Section 

  

 

The purpose of this workshop is for a discussion on the proposed Financial Management Policy 

– Revenue Section. A Financial Management Policy serves as an operational guideline and basis 

for management and staff to crystallize City Council’s strategic intents for dealing with fiscal 

vitality and to support the community-wide Strategic Plan’s goals and objectives. Staff is using a 

collaborative approach in updating the policy that contains both acceptable and unacceptable 

courses of action, establishes parameters in which the City may operate and provides a standard 

for safeguarding City financial resources and practices (See Attachment A). 

 

Background: In December 2015, the City Council kicked-off the planning work for updating the 

Financial Management Policy and for creating a 5-year Financial Plan, both of which were 2016 

City Council goals. On January 19, 2016, the City Council conducted a workshop to review the 

Financial Management Policy sections on Reserves and Fund Balances.  

 

General Fund – Fund Balance, Revenue and Expenditures – Updated 5-Year Outlook: 

During both the 2015 and 2016 budget development cycles, staff prepared historical and 

projected impacts on General Fund reserves, based on the current financial policy target of 5% to 

10% of revenues along with a forecast of General Fund revenues and expenditures. This forecast 

generated the potential for a $1.0 million dollar structural imbalance in the General Fund or in 

other words, expenditures expected to increase at a faster rate than revenues creating an annual 

deficit in fund balance. Deficits over time will erode General Fund reserves and place the 

community in an unhealthy financial condition. 

 

Staff has updated the General Fund Outlook (See Attachment B) with: 

 Final year-end 2015 revenues, expenditures and ending fund balance 

 Proposed reserve target range of 15-20% of expenditures 

 Forecasted 2016 revenue, expenditures and ending fund balance  

 

The updated 5-year outlook forecasted for annual General Fund reserves shows a significant 

improvement in the estimated structural imbalance. This is great news! However, while this 

outcome has extended positive fund balances for the General Fund in near-term years, a 

structural imbalance is still looming. This means that our work in creating a 5-year balanced 

financial plan remains as important as ever even though time pressures are slightly lessened. 

Staff continues to be cautious of our major source of revenue; sales tax, that has reached pre-

recessionary levels and it is important to take the necessary time to fully understand these 

impacts and to seek community input on potential changes in service delivery and programs. 

 



DISCUSSION ITEM 2 
 

2  City Council Workshop 
  March 15, 2016 

Workshop Outcomes: Staff will provide historical revenue data and other details for a review of 

existing revenue sources and will facilitate the discussion on potential new revenue or expanded 

revenue sources to collect City Council’s preferences and concerns as they relate to establishing 

comprehensive revenue policy and a diversified system of revenues for the 5-year financial plan. 

 

Existing General Fund Revenue Sources: 

 Sales Tax 

 Utility Tax 

 Property Tax 

 Cost Allocation Charges 

 Fees and Fines 

 Shared Revenue 

 

Potential General Fund Revenue Sources: 

 Sales Tax –  New - Public Safety 

 Utility Tax – Expand 

 Property Tax – New - Bank Capacity 

 Property Tax – New - Lid Lift 

 Shared Revenue – New - Marijuana 

 Investment Income - Expand 

Financial Management Policy – Revenues: The primary reason for setting revenue policy is to 

design efficient and effective revenue systems that guarantee the generation of adequate public 

resources to meet expenditure obligations. Revenue policy should establish broad goals and 

community philosophy on how the City Council will manage its revenue streams. 

 

Current financial policy has sections that define revenue systems primarily related to utility 

revenues: 

“A-4 Monies collected as compensation for the vacation of streets will be receipted to the 

Real Property Reserve Fund 110; B-1 Both the water and waste water (sanitary and 

storm) utilities, which includes funding for the City storm water system, should be self-

supporting; that is, they should generate enough revenue to pay for all costs without a 

subsidy from the General Fund, from each other, or from other sources; B-2 Utility rates 

should be reviewed annually as part of the regular budget cycle to ensure they are 

maintained at levels necessary to meet the conditions of Policy B-1, and to guarantee the 

long term financial stability of the utilities.; B-3 Generally, utility rates should divide 

costs equitably among customer classes according to benefit and cost of service. If rates 

are set that subsidizes one class of customer at the expense of another, this action should 

be taken in support of explicit City policy.; B-4 Because of the vital importance of water 

and sewer as public services, a minimum level of service should be available at a relative 

low cost to all customers; B-6 Monthly utility rates should be set at a level to cover 

operating and maintenance costs, which shall include debt service, salaries and benefits, 

supplies and services, equipment replacement, system replacement due to age and system 

upgrading to meet minimum standards (for example for fire flow, pressures, or health), 

plus an adequate ending fund balance. (See policy A-3)” 

 

New financial management policy language seeks to define all revenue sources: 

 

3.1 Revenue Objectives: Revenue policy goals should work towards diversification and stability 

of revenue sources and seek to ensure that funding sources are perceived as fair and equitable. 

Revenue policy should also define how new revenue sources are utilized and connected to short-

term and long-term plans for that revenue source. 
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It is not uncommon for local governments to be seeking out new revenue sources to reduce 

reliance on one particular type of revenue or expand existing revenue sources to relieve pressures 

from increasing expenditures outside of the City Council controls. Policy guidelines are 

important for describing features of a new or expanded revenue sources. Those guides may 

include: 

 Stability of the source over its expected life 

 Suitability to the program or purpose it is intended to fund 

 Fair distribution of revenue burden – often measured by ability to pay, benefit received 

and fairness 

 Acceptability to the community 

 Impact on the community economic competitiveness as compared to other communities 

 Cost of administering  

 

3.1.1 Revenues that align with cost recovery: Property taxes have a long and mixed 

history of being, from a taxpayer perspective, one of the “worst taxes”. While this type of 

tax is considered to be the most stable source of revenue for a local government, it is also 

viewed as inherently difficult to understand and lack of fairness in the assessor’s valuing 

of property. State law imposes several limitations on the total levy amount and levy rates 

that can be levied. Historically, the City Council annual levy has not included a levy 

increase with the exception of a few years where a 1% increase (the state limit) has been 

imposed. This has created a banking of capacity that the City Council may consider as a 

future source of revenue and may choose to establish guidelines to use property tax 

increases to fund specific operation of programs and services that provide a general 

benefit to the community. 

 

Fees and charges help fund services. When certain services or programs that especially 

benefit a particular group, the City Council may consider charges and fees on the direct 

recipients of those that receive benefits from such services. However, it is common to 

provide subsidies to various users for policy reasons, including the ability of residents or 

businesses to pay, for example senior citizen discounts. Well-designed charges and fees 

not only reduce the need for additional tax revenue sources, but promote service 

efficiency. 

 

3.1.2 Revenues directly related to economic development: These are revenue sources 

that should be established in a manner that supports services for growth but does not 

unduly reduce the community’s economic competitiveness or attractiveness. Examples 

include capital facility charges, impact fees or other development related fees, permits 

and licenses. 

 

3.1.3 Revenues with a relationship to the value of money and market forces: There 

are multiple relationships between time and the value of money and each relationship is 

designed to fit different situations in so far as it applies to present or future value and 

discount or interest rates. For example, future value of a present sum is investment value 

in the future. A diversified investment portfolio (outlined in the investment section of the 

financial management plan) instead of large amounts of idle cash, may assist with 

improving interest income. 
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Volatile revenues that are subject to market forces, such as sales taxes, when depended on 

too heavily can create challenges for funding current on-going programs and services 

when there is an economic downturn. Revenue guidelines that establish a target to aid in 

judging when to use sales tax revenues, which exceed a normal growth rate or a specific 

dollar amount, for one-time expenditures or building reserves will direct management to 

identify the source amounts and trigger contingency budget amendments. 

 

3.1.4 Revenues that enforce compliance: Fines and infractions should be set at levels 

that assist with enforcing compliance with code. 

 

3.1.5 Revenue that is self-supporting: Current financial policy language regarding 

guidelines for setting utility rates is proposed to remain the same. Utility enterprise funds 

shall be self-supporting and cover all costs of operations, debt obligations and capital 

infrastructure improvements. 

 

3.2 Fee Schedule: The fee schedule is an important tool for managing fees and charges. With the 

recent adoption of a new fee schedule format and updates to multiple City Codes that refer to the 

fee schedule, the periodic review of fees should be efficient and allow for better monitoring of 

fees to support overall revenue systems. 

 

3.3 Revenue Receipting & Processing and 3.4 Bad Debt and Collections: All deposits, cash 

receipting and collection procedures are generally guided by state law. Management will ensure 

that internal control and procedures are adhered to by all authorized employees handling receipts 

and management of accounts receivable. 

 

3.5 Grants: Grant sources have become a significant source of revenue particularly for 

transportation improvement capital projects. City Council revenue policy regarding the pursuit of 

grant dollars is an integral part of diversifying our revenue sources. Policy objectives that guide 

management and ensure a level of Benefit-Cost Analysis (BCA) review are important for 

ensuring that there is no long-term negative impact on City resources. 

 

3.6 Donations and Gifts and 3.7 Gifts to City Officials: All donations and gifts are generally 

guided by state law. In the case of substantial gifts, the City Council may consider a target that 

triggers recognition of the donor. The City has been the beneficiary of donation funded projects 

such as the playground equipment at Averill Field in 2015. Policy guiding these types of projects 

will establish proper procedures for the administration of this funding source. 

 

STRATEGIC PLAN REFERENCE: This action is related to all Strategic Plan initiatives. 

 

RECOMMENDATION:  That the City Council DISCUSS the proposed Financial 

Management Policy – Revenue and DIRECT staff regarding revenue sources. 

 

ATTACHMENTS:  

A. Proposed Financial Management Policy 

B. General Fund – Fund Balance, Revenues & Expenditures-Updated 5-yr Outlook 
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ATTACHMENT A 

 

 
 



DISCUSSION ITEM 2 
 

6  City Council Workshop 
  March 15, 2016 

 
 



DISCUSSION ITEM 2 

City Council Workshop  7 
March 15, 2016 

 
 



DISCUSSION ITEM 2 
 

8  City Council Workshop 
  March 15, 2016 

 
 



DISCUSSION ITEM 2 

City Council Workshop  9 
March 15, 2016 

 
 



DISCUSSION ITEM 2 
 

10  City Council Workshop 
  March 15, 2016 

 
 



DISCUSSION ITEM 2 

City Council Workshop  11 
March 15, 2016 

 
 



DISCUSSION ITEM 2 
 

12  City Council Workshop 
  March 15, 2016 

 
 



DISCUSSION ITEM 2 

City Council Workshop  13 
March 15, 2016 

 
 



DISCUSSION ITEM 2 
 

14  City Council Workshop 
  March 15, 2016 

 
 



DISCUSSION ITEM 2 

City Council Workshop  15 
March 15, 2016 

 
 



DISCUSSION ITEM 2 
 

16  City Council Workshop 
  March 15, 2016 

 
 



DISCUSSION ITEM 2 

City Council Workshop  17 
March 15, 2016 

 
 



DISCUSSION ITEM 2 
 

18  City Council Workshop 
  March 15, 2016 

 
 



DISCUSSION ITEM 2 

City Council Workshop  19 
March 15, 2016 

 
 



DISCUSSION ITEM 2 
 

20  City Council Workshop 
  March 15, 2016 

 
 



DISCUSSION ITEM 2 

City Council Workshop  21 
March 15, 2016 

 
 



DISCUSSION ITEM 2 
 

22  City Council Workshop 
  March 15, 2016 

 
 



DISCUSSION ITEM 2 

City Council Workshop  23 
March 15, 2016 

 
 



DISCUSSION ITEM 2 
 

24  City Council Workshop 
  March 15, 2016 

 
 

 

 

 

 



DISCUSSION ITEM 2 

City Council Workshop  25 
March 15, 2016 

ATTACHMENT B 

 

 

 

 


