






 
 
 
Date:             November 17, 2015  
 
To:  Snohomish City Council and Citizens  
 
From:  Larry Bauman, City Manager 
 
Subject: Transmittal Memo for the 2016 Final Budget 
 

 
 
With this memo I transmit to the City Council and citizens of the City of Snohomish the final 
2016 Budget.  The purpose of this memo is to provide a narrative overview that highlights the 
major themes, trends and changes in the final budget for the City of Snohomish.  While the 
numbers in the subsequent sections of this document tell the detailed story of the budget, this 
memo seeks to tie those numbers together in a way that is a more comprehensive view of the 
City’s finances, services and programs proposed for 2016. 
 
Local governments are service-based organizations, and to provide its services the City’s 
budget is driven primarily by personnel costs.  For the 2016 Budget, projected revenues 
matched to increasing expenditure demands do not support continuing all of the positions 
authorized in the 2015 Budget, and adding significant new personnel resources is not feasible.  
As a result, the 2016 Budget continues a conservative budgeting approach based on the need 
to maintain adequate reserves. The City’s sales tax revenue, which is highly influenced by local 
economic conditions, accounts for the largest share of the City’s General Fund resources.  The 
General Fund is the City’s core operating fund and supports the costs of basic governmental 
services—police/criminal justice, streets maintenance, parks and facilities maintenance, 
planning services, economic development and the general administration of city government.  
The General Fund does not pay costs for utility (water, wastewater and storm water utilities) 
services. Utility services are paid by funds generated through user rates and connection fees 
paid by the customers for these utilities. The basic and conservative assumption embedded in 
the 2016 Budget is that we should be careful not to expect that recent trends of improvements in 
our General Fund revenues should be relied upon as long-term sustainable trends.  This budget 
projects a moderately increased revenue stream for the General Fund in 2016. 
 
The 2016 Budget includes considerations of not simply what level of services the City can afford 
but how those services can be most efficiently delivered at the lowest reasonable cost.  As we 
search for more cost-effective methods to deliver services, the City’s staff continues to analyze 
a variety of options that had not previously been employed.  The objectives of maintaining basic 
services at lower costs have led the City’s budget process in recent years down new paths, 
some of which have been controversial.  However, new ideas and changing perspectives 
concerning how municipal services may be provided are unavoidable results of the changeable 
economic conditions in which local governments must manage their finances.  These conditions 
have led the City Council to adopt a 2016 Annual Goals statement that includes the objective of 
developing a five-year financial plan that would be recommended by City staff. 
 
Expenditure trends and revenue support for General Fund services will be the primary focus of 
the five-year financial plan.  Overall, the goal of the five-year financial plan will be determining 
how the City will be able to fund future service demands while maintaining adequate reserves 
when sudden downturns in revenue or unexpected increases in expenditures occur.  Corollary 
issues will focus on parks maintenance and capital needs, as well as the rising costs of criminal 
justice (costs for courts, public defense and jail services) in future years.  These two areas of 
General Fund expenditures are proving to create the most serious budget challenges at this 
time. 
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The aftereffects of the economic recession that began in 2008 have continued—but at a 
decreasing level—to limit revenue growth at the local level. Sales tax revenue has risen to the 
point that the projected 2016 total revenue may be close to 2008 levels, and that is a sign of 
economic recovery.  However, reaching this benchmark does not account for inflationary 
influences during the past seven years that undermine the buying power of this revenue.   
 
Total General Fund revenues for the 2016 Budget are projected at $8.612 million.  Recent 
trends of modest revenue growth, coupled with the pressures of inflation and increasing 
expenditures noted above require a watchful and conservative approach.  Because budget 
reductions were made in virtually every department and operational division during the 2009-
2012 recession period, the work to restore and enhance some of these resources has become a 
greater focus of budgets for 2015 and 2016. 
  
Because it had previously been a legally separate governmental entity as required by state law, 
the City’s Transportation Benefit District (TBD) was not included within the City’s 2015 Budget 
and was required to have a separate budget.  However, changes affecting TBD’s adopted in the 
state’s 2015 legislative session now allow cities to incorporate their TBD and their funds entirely 
into city budgets.  As a result, if the City Council adopts an ordinance permitting the TBD to be 
assumed into the City’s regular budget, this change will be included in the 2016 Budget.  The 
Recommended Budget anticipates this change and proposes that TBD revenues and 
expenditures be included in the City budget to show how this would be accomplished.  
 
The TBD is one of the bright spots on the revenue horizon as this new funding source began in 
2012 for the community’s street maintenance services and capital improvements.  The TBD was 
funded through voter approval on the 2011 primary ballot of a measure that authorized a two-
tenths of one percent increase in the local sales tax rate to pay for street maintenance and two 
intersection improvement projects.  Voters approved the measure by 58 percent to 42 percent, 
and the initial TBD revenues, estimated at $660,000 per year were received by the City 
beginning in March 2012.  The ballot measure approved the new revenue source for a 10-year 
period as limited by state law.  If so desired by the City Council, a new TBD measure could go 
before the voters in 2021 to request that this funding source be renewed and continued. 
 
The 2016 Budget is based upon assessments of how the City may meet the highest priority 
needs expressed by the community and the City Council.  Reflected within the budget are the 
goals and priorities that the City Council established at its August 18, 2015, Budget and 
Planning Workshop.  The priorities include a careful consideration of a variety of inputs that 
support the City Council’s 2016 Goals and directions for implementing the City’s updated 
Strategic Plan, staff recommendations and the many competing demands on the limited 
resources available to meet the City’s mission of providing high quality local government 
services.  The City’s strategic planning process continues to have a major impact in fashioning 
the priorities of this budget, and the performance of the City in meeting these strategic goals is 
tracked and reported twice a year.   
 
Many hands have touched this budget process: I extend my appreciation to the City Council and 
to our City management staff for diligently working to select the best options to meet community 
needs while limiting the overall costs of government.  Through this process, the Council has 
continually sought to enact budget changes that respond to current economic conditions and 
still provide essential services to the community at the highest feasible level.   As always, my 
thanks go especially to the City’s chief financial and budget manager: Finance Director Jennifer 
Olson and her staff in providing financial analysis and budget management for the City. 
 
This final budget is the document on which citizens will make comment during the various 
budget related public hearings scheduled to occur in October and November and on which the 
City Council will base its decisions to create a final adopted budget for the next fiscal year 
beginning January 1, 2016.  Once adopted by Council, the budget forms the detailed fiscal plan 
for the City during the next year.  Our City budget is a living document that adjusts as revenue 
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and expenditure changes occur during the fiscal year.  Such changes occur in the form of 
budget amendments adopted periodically by the City Council throughout the fiscal year.  City 
budgets are necessarily complex documents, primarily because many different sources of 
funding are involved and because a number of these funding sources—such as utility funds—
are restricted because expenditures in these budget areas can only benefit the specific 
programs that generate their revenues.  One goal of this transmittal memo is to explain these 
budget elements in terms so that citizens with no background in municipal finance can 
understand the forces of change that drive the City’s budget process and how the tax dollars 
that they contribute are proposed to be spent for City services. 
 
2016 Council Strategic Budget Priorities and Annual Goals 
 
On August 18, 2015, the City Council met to review financial information, discuss strategic 
action recommendations, to set its annual goals and to confirm budget priorities for 2016.  
Revenue projections and reports of the progress made on meeting the Council’s 2015 Goals 
were part of the foundation on which Councilmember’s established a new list of City Council 
goals for 2016.  
 
The goals and action strategies of the City’s Strategic Plan were also provided as reference 
points for Council to develop 2016’s budget priorities and the Council’s annual goals.  The 
annual budget is a primary implementation tool for the Strategic Plan goals and action 
strategies.  For 2016, the City Council has developed a revised list of goals focused on 
achieving results primarily with existing staff. The City Council’s 2016 Goals can be found in the 
Appendix section, page 96, of this budget document.  For detailed information about the City’s 
Strategic Plan initiatives, citizens are directed to the following link on the City website: 
http://ci.snohomish.wa.us/DocumentCenter/Home/View/285 
 
2016 Personnel Changes 
 
Revenue recovery since the end of the recession had permitted the City in 2013-2015 to 
gradually add back into the budget some staff resources that were lost through layoff and 
attrition during the recession years.   
 
However, the rising costs to provide General Fund-supported community services coupled with 
relatively low revenue growth have made it difficult to sustain all of the 2015 budgeted positions. 
This also means that adding new full-time employee positions is not supported.  As a result, no 
new full-time positions are proposed for 2016 and several positions are proposed to remain 
vacant.  Vacant positions for 2016 include: 

 Remain vacant - one Office Assistant II position within the City Manager Division shared 
among all departments (reduction of $59,115); 

 Remain vacant - one Maintenance Worker I position in the Water Utility Division of the 
Public Works Department (reduction of $64,884); 

 Remain vacant - the Utility Engineering Specialist position in the Engineering Division 
(reduction of $34,970). 

 
There are two program areas where demands dictate some change in service delivery and/or 
additional part-time staffing. One of these areas is Planning and Development Services.  Permit 
service demands are increasing, and many permit applicants are those who are not familiar with 
development regulations and a higher level of customer service is required to help walk the 
applicants through the process.  When staff is handling higher levels of applicant questions and 
concerns at the front counter it means they have less time to process permits at their desks.  In 
order to accommodate these needs, two changes will occur in 2016: 1) reduce permit counter 
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weekly hours from five days to four days (Monday-Thursday) in order to give staff time to catch 
up with administrative work, and, 2) add temporary staff resources to cover clerical work (filing, 
etc.).  The other area of focus is Economic Development, where the demand for special event 
permits has significantly increased.  Temporary staffing is also recommended to meet this 
demand in order to assist with processing and clerical tasks. 
 
As a result, these options for adding labor resources are economically feasible and offer the City 
a means to continue customer services at lower costs as these positions are typically not 
subject to the same compensation levels as permanent, full-time employees.  As a means to 
provide ongoing services at a lower cost for personnel, the 2016 Budget includes and 
authorizes the following temporary positions: 
 

 A temporary position in the Economic Development Division of the City Manager’s Office 
(addition of $10,788); 

 A temporary position in the Planning and Development Services Department (addition of 
$10,788) 

 
Issues Affecting the 2016 Budget 
 
The most dramatic cost factor currently driving expenditure growth for the General Fund is in 
criminal justice services to pay for the expenses associated with defendants who are arrested 
by City police officers for misdemeanor and gross misdemeanor crimes.  External court 
decisions at both state and federal levels and County government actions are primarily 
responsible for these rapid cost increases.  These criminal justice costs—covering everything 
from initial arrests to final jail sentencing—for such lower level crimes are entirely the 
responsibility of the City and are paid out of the General Fund. The City is required by law to 
pay for the costs of prosecuting these defendants as well as offering high quality defense 
services for those defendants who cannot afford to pay for their own attorney (and the vast 
majority of the City’s defendants are regarded as indigent by the courts).  In 2015, the projected 
costs of criminal justice services—jail costs and provision of indigent public defense in 
particular—are expected to increase by 266% over 2014’s actual costs.  
 
These higher costs are being generated by: 1) recent court decisions regarding the sufficiency 
of indigent defense that is required to be provided by the arresting agencies; and, 2) the actions 
of Snohomish County to significantly increase medical services at its jail in response to recent 
incidents of inmate death and serious illness.  Unfortunately these cost factors offer few 
opportunities for cities such as ours to seek alternate services to substantially reduce such 
expenses.  Due to the high personnel costs required to manage and staff a jail, our City is not 
large enough to construct and efficiently manage a lower cost alternative with a City-operated 
jail. We have not found a less expensive alternative provider for public defense services that still 
meets the new court standards.  While a contract for longer-term sentencing at Yakima County 
was put in place for jail services, the opportunity to shift inmates to this lower-cost facility is 
limited to final sentencing.  However, the percentage of defendants who are sentenced to terms 
of more than a few days (that is, in addition to whatever prior time they may have already 
served in jail while awaiting their court dates) is relatively small.  As a result, this higher level of 
criminal justice expense has become the new norm for our budgets and is expected to continue 
at this higher level into 2016 and foreseeable future years.  In total, the combination of higher 
jail fees and higher costs of indigent public defense will generate an additional $212,000 in 
projected costs for 2016 compared to the City’s actual costs in 2014. 
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Given the modest growth in General Fund revenues, the result of these higher criminal justice 
costs is that expenditures for other City services must be limited or reduced in order to maintain 
current City Council objectives for the General Fund reserve provided as projected ending fund 
balance.  This challenge to maintain the General Fund reserve level set by Council policy 
requires leaving vacant several positions as listed above that are currently unfilled in the City 
Manager’s Office and two divisions of the Public Works Department.  Although not supported by 
the General Fund, a vacant maintenance position in the Water Division of Public Works is one 
of the recommended positions to be left vacant in order to reduce operating costs and 
potentially avoid the need for a future layoff as the City considers plans to shut down its water 
treatment plant on the Pilchuck River north of Snohomish. 
 
The decision of the voters to reject the proposed Metropolitan Park District ballot measure in 
August 2015 leaves an open question about how the City will be able to fund parks 
maintenance and parks improvement objectives in future years.  No new resources are 
available to augment the budget allocations for parks for 2016.  As a result, staff proposes to 
work with Council during 2016 to develop new strategies about how high-priority maintenance 
and park improvement goals may be met. 
  
The City’s budget is, of course, no stranger to the requirements of reducing expenditures when 
such actions are demanded by either declining revenues or by higher costs to provide services. 
The recent Great Recession is a prime example.  The economic downturn began in mid-2008 
with declines in employment levels and increases in home mortgage foreclosures.  By the end 
of 2008, more significant economic changes had become apparent, and these changes 
eventually translated into declining sales tax revenues to the City. This trend continued through 
2011, resulting in a series of annual budget reductions adopted by the City Council.  The net 
reduction in expenditures since the 2009 Budget was first presented to Council amounted to 
more than $2.0 million. These reductions included a variety of measures including vacant 
employee positions, contracting of police services, employee contributions for medical 
insurance, line item reductions as well as employee layoffs.  
 
General Fund resources pay the costs of general governmental and non-utility community 
services.  The fact that sales taxes have replaced property taxes as the most significant source 
of General Fund revenues for the City is in part an outcome of voter approval—and eventual 
legislative enactment—of limits to levy growth proposed in Initiative 747 in 2001.  Those 
changes limited the City’s property tax levy to no more than 101 percent of the previous year’s 
levy.  In other words, an annual growth rate of no more than 1 percent is allowed in the levy.  
This means that the potential increase in the property tax levy typically falls short of the annual 
rate of inflation. The trend created by this change in municipal finances is that property tax 
revenue typically shrinks annually as a proportion of total City revenues.  The County Assessor 
annually adjusts the City’s property tax rate based on total assessed valuation (AV) of 
properties.  For 2016, based on final AV from the County, means that the City’s property tax rate 
will fall from $1.03 per $1,000 of Assessed Valuation (AV) to $0.97 per $1,000 of AV if the City 
Council adopts the 1 percent increase in the City’s levy amount.  
 
Many citizens within the community may find this result confusing due to the fact that their 
individual property tax bills often continue to increase.  These increases of the individual 
property tax bill, however, may be caused by a variety of other factors that include local voter-
approved levies for other public taxing authorities as well as increased value assessments of 
properties.  The City Council rejected the 1 percent increase proposed by staff for the budgets 
of 2010-2013 but approved the 1 percent increase for both 2014 and 2015.  Each of the rejected 
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annual 1 percent increases would have generated approximately $10,000 in additional annual 
tax revenue.   
 
As property tax revenues have declined during the last two decades in proportion to the total 
budget, sales tax revenues have continued to grow as the dominant and largest single source of 
total General Fund revenues.  Due to the fact that sales tax revenues are more sensitive to 
economic trends, these revenues are closely watched and projections of future revenues are 
conservatively estimated.  The reality of municipal finance is that dependence on sales tax as a 
source of revenue to support City services and maintenance of infrastructure means that these 
programs are especially vulnerable to the ups and downs of the economy.  The end result of 
this trend is that funding for core community services has become less stable and predictable.    
 
However, it is also important to recognize that to a limited degree the generation of sales tax 
revenues may also be directly or indirectly influenced by the City’s policies and decisions.  
Providing additional opportunities for commercial development can improve these revenues.  
For this reason, supporting economic development and business growth continues to rank as a 
high value activity for the City’s staff.  The growth of commercial development opportunities—
especially for retail businesses—holds the greatest promise of increased revenues in the near 
term.  Ensuring the availability of sufficient and appropriately located commercial lands for such 
growth is a key component of the City’s economic development strategies.  In 2008, the City 
added to its staff an Economic Development Manager whose primary tasks include working to 
stimulate economic growth for retail commercial businesses and encouraging the growth of 
living-wage jobs for the community. 
 
2016 Operating Revenues 
 
Total 2016 revenue for all city funds is $26,287,890, an increase of $3,131,891 from 2015 
budget sources (Exhibit A.1). Revenue highlights for all city operating funds (Exhibit A.2) will 
provide additional details on the revenue sources within each fund. General Fund revenue 
sources primarily consist of retail sales tax 42%, utility taxes 18%, cost allocation fees 17% and 
property tax 14% (Exhibit A.3). Utility operating fund revenues are projected to increase for 
water and storm water utilities and remain flat for wastewater utilities as there is no sewer rate 
increase scheduled at this time. 
 
The 2016 Budget includes a 1 percent increase—the maximum allowed without voter approval 
or councilmanic use of banked tax capacity—to the City’s property tax levy amount.  Retail sales 
tax is projected to increase in 2016 by $165,000 over what was budgeted in 2015.  The 
percentage of sales tax revenues in the City’s finances highlights and supports the City 
Council’s current emphasis on economic development activities that increase sales tax through 
commercial development of private property.  Economic factors and voter-approved initiatives 
continue to be the most significant limits to the City’s revenues.  Overall, total General Fund 
revenues in 2016 are expected to show modest increases as a result of improving development 
activity and related revenues and continued slow but steady growth in sales tax revenues.  
  
Sales Tax Revenues 
 
Until 2009, a trend in the growth of retail sales tax revenues had been the most positive 
development for the City budget.  This positive trend was increased by the opening of new retail 
developments such as Snohomish Station on Bickford Avenue. The Station began phased-in 
operations in the spring of 2008.  Since sales tax funds are not restricted for any special uses by 
state law, a growth in these revenues offers the City Council broad opportunities to support all 
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services or programs.  Construction activity generates sales tax revenues in addition to more 
conventional retail activity.  It is the construction sales tax component that has suffered the most 
dramatic decline since late 2008.  This decline began to be reversed in 2013.  Although higher 
levels of residential development occurred in 2014 and 2015, a reliable trend for new residential 
or commercial construction has not yet emerged (Exhibit A.4) 
 
Property Tax Revenues 
 
The City property tax rate is one component of the total rate paid by Snohomish property 
owners.  Due to an increase in assessment values, this rate is anticipated to decrease from 
$1.03 per $1,000 of Assessed Valuation (AV) to $0.97 per $1,000 of AV if the City Council 
adopts a levy amount including the allowed 1 percent increase.  State law limits annual growth 
of the regular property tax levy to no more than 101 percent of the previous year without voter 
approval (a 1 percent annual growth rate).  This growth rate in property tax revenue means that 
property tax declines as a percentage of total City revenue when viewed in respect to the rising 
cost of goods and services as measured by the Consumer Price Index in future years, it will 
become more apparent how property tax will not keep pace with current inflationary influences 
in the economy.  The City Council rejected the proposed 1 percent increase in the levy amount 
for budgets in 2010, 2011 2012 and 2013. The 2016 budget identifies property tax revenues as 
a percentage of total city revenues will decrease from 13.69% to 13.65%.  
 
While the property tax levy rate for Snohomish property owners in 2015 was approximately 
$14.35 per $1,000 of assessed valuation, the City’s share is only a small portion of that amount 
(Exhibit A.5).  The City’s share of the tax rate paid by Snohomish County property owners was 
$1.03 of the approximate total levy rate of $14.35in 2015. The 2016 City’s share of the property 
tax overall levy is expected to be $ .97.  

 
Utility and Other Tax Revenues 
 
Utility taxes are another source of funding for the City’s General Fund (Exhibit A.6). 2016 Utility 
tax revenues are projected to slightly decrease from 2015. The telephone and electric utility tax 
are expected to generate $340,000 and $457,000. The gas utility tax will generate projected 
revenues of $185,000.  Tax revenues from the City’s utilities are expected to generate 
$420,000. Television cable taxes are expected to be $135,000. Gambling taxes are expected to 
remain the same in 2016. 
 
 
2016 Operating Expenditures 
 
Total expenditures proposed for all city funds is $25,902,663, an increase of $476,552 for all 
uses (Exhibit B.1). To show in a summary form the major changes occurring in the 2016 Budget 
in comparison to 2015, Expenditure Highlights (Exhibit B.2) tracks the major operating 
departmental budget changes for 2016.  
 
Another way of viewing the 2016 Budget is to note the relative allocations of Operating Fund 
expenditures by function for all funds (Exhibit B.3). General Fund expenditures have several 
divisions (Exhibit B.4) for service components to include general administration, planning and 
development, economic development, parks maintenance and law enforcement/criminal justice. 
 
2016 Personnel Changes 
 
The personnel-related budget allocations for 2016 reflect the impact that prior year budget 
reductions have had as our local government seeks to provide ongoing services (Exhibit C.1). 
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Wage and Benefit Increases for 2016 
 
As a primarily service and labor-driven organization, wage and benefit changes have the most 
notable impact on the City’s Operating Budget.  For 2016 new collective bargaining agreements 
with union represented employees is expected to be in place before the end of 2015.  The final 
financial impacts are unknown for these agreements that are currently being negotiated. The 
known impacts of inflation and the rising costs of medical benefits particularly drive much of 
these increased costs.  These known cost drivers for total employee compensation include: 
 
 Medical plan premiums will increase 5% for the Regence plan and 10% for the Group Health 

plan. Dental, life and vision premiums will not increase in 2016. The Association of 
Washington Cities Benefit Trust is becoming a self-insured trust and determined premium 
levels will likely increase at these plan levels over the next few years. 

 If an employee’s dependent(s) opts out of the medical plan, the City will pay the employee 
(50%) fifty percent of the City’s premium cost it would otherwise have paid for coverage.  
The employee’s dependent(s) must have proof of other coverage.  This is an opportunity for 
cost savings for the City, with an attractive benefit for the employee.    

 A less costly medical insurance plan has been found that will satisfy the requirement under 
state law that the City pay for such benefits for retired police officers who retired under the 
older Law Enforcement Officers’ and Fire Fighters’ Retirement System Plan I (LEOFF-I), 
creating a projected 2016 savings of $34,630 (the City has three retired police officers who 
are in the LEOFF-I system). 

 The employer contribution rates for state retirement plans (PERS) increased in July of 2015 
from 9.2% to 11.18% and are expected to increase again effective July 1, 2017; however, 
the actual increase is unknown at this time and depends on legislative actions in 2016.  

 Unemployment allocation is 0.8% on a maximum salary base of $31,400 or $251.  The total 
unemployment costs are projected to be $5,000 for 2016.   

 The rates for Washington State Industrial Insurance are expected to increase on the 
average 1.8% per classification. The 2016 projected costs for all funds are expected to 
remain similar to 2015 due to vacant positions. 

2016 Capital Projects 
 
The Growth Management Act mandates that the City develop a six-year Capital Facilities Plan 
(CFP) as part of its Comprehensive Plan.  In order to distinguish it from the six-year plan, the 
one-year version of this plan which is a part of the annual budget is referred to as the Capital 
Improvement Plan (Appendix page 97).  
 
Projects listed within the CIP generally are those in excess of $10,000 in estimated cost that 
improve, repair or maintain the City’s infrastructure.  CIP projects are accounted for in two non-
operating funds: Municipal Capital Projects (310) and Street Capital Projects (311). Utility capital 
projects are accounted for in their respective Utility Enterprise Fund.  Capital project revenues 
come from a variety of sources.  
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Fund Balance Overview- 2016 
 
The 2016 Budget anticipates a total of $16,855,677 of ending, restricted, assigned, committed 
and unassigned fund balances (Exhibit D.1). This is an increase of $385,227 from the 2015 
estimated ending balance figures. The General Fund ending balance declines at approximately 
$188,066. The enterprise utility funds are estimated to increase $778,886 and be restricted and 
assigned for operating reserve, capital improvements and debt service obligations. The 
reserves in the Facilities/Fleet, Equipment Replacement and Information Services internal 
service funds are committed for future capital equipment replacements and new purchases. 
 
Fund Balance Outlook 
 
Fund balance is an approximate measure of liquidity.  It is the intent of the City to provide a 
stable financial environment so that citizens can depend on a consistent level of service.  A 
Financial Management Plan with Fund Balance/Reserve targets endeavors to provide this 
stable financial environment for the services the city provides and for planned future 
expenditures.  A Change in Fund Balance chart (Exhibit D.2) shows the General Fund-fund 
balance prior to, during and exiting the recession along with forecasted future reserve levels. 
General Fund reserve, being the most crucial to overall operations of the city is projected to be 
$958,322 or 13.3% of its total revenues at the end of 2016. It will continue to be important to 
maintain an adequate fund balance for the General Fund in order to keep a level of reserves 
available for potential future fiscal challenges. The projected trend line of declining ending fund 
balance is the primary indicator driving staff’s proposal to develop a five-year financial plan. 
 
While the need for revenue growth to keep pace with increased costs continues to be a 
challenge for the City’s budget, the reality to appreciate is that City Council budget decisions in 
recent years have allowed operations to emerge from the recession without disabling 
reductions. The City Council’s action in 2011 to contract with the Snohomish County Sheriff’s 
Office for police services has had the most positive impact on the budget and at the same time 
has maintained a high quality of law enforcement services to the community.   
 
Investing in staff to provide the best possible services with existing resources remains a high 
priority.  Providing effective training and tools to ensure high levels of effectiveness and 
productivity are among the means that support these service outcomes.  Recent years of efforts 
to improve recruitment and retention of effective staff have shown valuable results. These 
human resources are critical to the organization’s success in meeting community expectations. 
 
The City’s budget process incorporates information from many sources.  It is by nature a 
complex document that may be difficult for many citizens to read with clear understanding.  It is 
hoped that this memo introduces the 2016 Budget in a fashion that clarifies how the budget is 
constructed, what it would fund, how economic conditions affect funding levels and how 
services may generally be impacted by these proposed funding levels.  
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