Finance & Administration Committee
Date: September 27, 2016

Attendance: Amy Walen, Jay Arnold, Kurt Triplett, Tracey Dunlap, Marilynne Beard, Michael Olson,

Amy Bolen (for Jessica Clem)
Item 3 only: Cherie Harris & Captain Hamilton

Agenda Item:

Action ltems:

1. Preliminary Budget Highlights

Notes: Michael Olson distributed and reviewed the
Preliminary Budget Highlights (see Attachment 1). More
detailed explanation of the “selected highlights” will be
provided for the Council Budget Work Session on
October 27.

Kurt highlighted that he is proposing to restore bus
passes — one time. Orca passport program is
$150/year, but it is all or nothing (all employees must
participate). This will help us stay competitive in the job
market, and lower commute expenses for employees.

(Attachment 1)

Item will be brought forward for full Council
discussion at the Council Budget Work Session
on October 27.

2. August Dashboard Report

Notes: Michael reviewed August Dashboard Report (see
Attachment A). Councilmember Arnold brought up
concern regarding utility tax trends (bullet point 2, item
2). Michael Olson will prepare a report on the trends by
each utility.

(Attachment A)

Michael Olson will prepare a report regarding
utility tax trends for the next Committee
meeting on October 25%.

3. Police Car Purchase

Notes: Chief Harris requested patrol vehicle purchase,
outlined in memo (Attachment B). Mayor Walen asked
for update on department morale. Chief Harris
responded that morale is good and community is
supportive. Captain Hamilton noted that positive letters
from community have been posted at entrance/exit to
encourage Officers.

(Attachment B)

No action for this item.

4. Good of the Order

Notes: Jessica Clem’s last day will be September 30;
she will be on maternity leave for three months. Amy
Bolen will take over her responsibilities for Finance
Committee meetings temporarily.

No action for these items.




Informational Items:

e August Investment Report
(Attachment C)

Upcoming Council Agenda Items:

e October 4 Regular Meeting

o Utility Rate Adoption
e October 27 Council Budget Work Session
e November 1 Regular Meeting

0 2017-2022 CIP Update

0 Budget Public Hearing

Next Meeting:
October 25, 2016
2017-2018 Preliminary Budget

Future Topics:

Conference Room naming for former City Manager
(added 5/3/2016)

Washington State Business License Portal Research
(added 7/5/16)

No action for these items.




ATTACHMENT 1
Preliminary Budget Highlights

Finance & Administration Committee — September 27, 2016
Key Factors in Available Resources

Attrition, including retirements, has resulted in lower wage growth due to staff at the top of the salary
and longevity scales being replaced with more entry level hires

Benefits have been trued up in two ways:

e 2015-2016 budget set at 2013-2014 budget which assumed higher cost growth that actually
occurred

e Budget will reflect each department’s census rather than a City-wide average (no net change
overall, but significant differences in certain departments/funds

NORCOM budget in 2016 assumed a 5% increase, which carried forward into the forecast. The actual
increase was less and there is a one-time reduction in 2017 due to the use of reserves to help transition
in a new formula. The new formula also reduced Kirkland’'s overall cost.

Higher CIP charges due to staffing added during the biennium resulting in more projects moving
forward.

Selected Highlights
e Using $2.4 million in General Fund resources toward capital projects:

Fire Station 27 Property Acquisition - $1,727,847
Emergency Generators - $60,000

Geographic Information Systems - $224,000
Customer Service System Improvements - $154,000
Sharepoint and TRIM Upgrade - $37,100

Financial System Replacement - $199,711

Total Biennial Cost: $2,403,058

e Funding 5 firefighters on-going from EMS Transport Fee

e Continuing 1% of General Fund contribution to reserves — at current rate, reserves should be at
target by the end of the 19-20 biennium

e $5/FTE increase to the business license “head tax” to fund 1.0 FTE ProAct officer (a second ProAct
officer is funded by reassigning the ENTF officer since that program has been discontinued)

¢ Development revenues continue to be high, but unused amounts are set aside in reserves toward
resources to accomplish the work

e Funding set aside for election costs and public process related to potential Fire Station modernization
vote in 2018

e Funded one-time items that result in efficiencies or the ability to do things better

See summary table of City Manager-recommended service packages attached.

Issue Papers

e Insurance Coverage Overview e Fire Overtime

e Past Budget Balancing Measures e Public Disclosure Resources

e Parks Facilities Sinking Fund e REET Report required by RCW 82.46.015
e Jail Costs Review e Human Services

e Qutside Agencies
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ATTACHMENT A
August 2016 Financial Dashboard Highlights

September 20, 2016

e The dashboard report reflects the 2016 share of the biennial budget adopted by the City Council on
December 9, 2014 and adjusted on December 8, 2015 and June 21, 2016. The actual revenues and
expenditures summarized reflect results through August 31, 2016, 66.7 percent through the year.

e Total General Fund revenues received through August were at 68.5 percent of budget. Collections are slightly
higher than expected due largely to sales tax, plan check fees, and business license revenue.

0 Sales tax revenues through the end of August were up 6.9 percent compared to August 2015 and are at
73.1 percent of budget. All sectors, with the exception of General Merchandise/Misc. Retail, are up
compared to 2015; high levels of contracting sales tax revenues account for nearly 30 percent of the
year to date growth. The sales tax revenue reflects activity through June 2016 due to the two month lag
in receipt of the funds from the Department of Revenue.

o Utility tax receipts were $9,509,594 at the end of August, which is 63.8 percent of the budget. This
amount is two percent under August 2015. Revenues in 2015 came in under budget, and are on pace to
do so again in 2016.

0 Business license revenues through August are 81.3 percent of budget; this is higher than last August’s
revenue by $435,646, an increase of 21.9 percent. The above-budget performance this year is partly the
result of City efforts to identify businesses operating without licenses. Many of these businesses owe the
City up to three years of business license fees. The improvement in compliance with licensing means
revenues should be higher on average going forward from this year, but the collection of past due
amounts represents one-time revenues.

o Development fees through the end of August were at 99.2 percent of budget. This is due to a high level
of development activity to start the year, as Kirkland Urban and Totem Lake development began to
generate fee revenue. This is 22.1 percent higher than 2015, which was also a strong year.

= Building revenues through August are 92.6 percent of budget. This figure includes significant
one-time fees, most notably for Kirkland Urban plan review. Revenues in August were very
high as the result of sizeable Plan Check Fees.

= Engineering revenues are at 94.9 percent of budget through August. August was a relatively
strong month compared to the rest of 2016.

= Planning revenues through August are at their highest level in 5 years, with 106.3 percent of
the budget collected. This is due to several moderately large subdivisions and numerous short
plats.

0 Gas taxes finished August at $1,162,525, which is 69.0 percent of the annual budget. This is higher than
August 2015 by 4.9 percent and continues to outperform 2015.

e Total General Fund expenditures were 64.8 percent of budget through the end of August.

0 General fund salaries and benefits were $37.4 million, which is 64.9 percent of the annual budget, with
66.7 percent of the year completed. Salaries and benefits are 3.3 percent higher than in 2015. Much of
this increase is due to back-pay after the City settled new contracts with both the Police Union and
AFSCME.

o Fire suppression overtime expenditures were $803,313 at the end of August, which is 109.2 percent of
budget, and $73,864 higher than 2015. This is due to three reasons: 1) There have been more sick days
used to this point in 2016 compared to 2015; 2) the City has been sending more firefighters to state
trainings, necessitating more overtime backfill; 3) the state reimburses the City for the wages firefighters
receive while at these trainings, but the City now accounts for that money differently. In the past,
reimbursements were recorded as a negative expenditure in Fire Suppression overtime, now it is
recorded as a revenue. While this accounting results in expenditures that are higher, there is still
offsetting revenue to compensate.
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0 Contract jail costs were 46.0 percent of budget at the end of August, 0.7 percent below August 2015.
This budget is for costs of housing inmates that cannot be kept at the local jail for medical reasons. Since
the opening of the Kirkland Justice Center, the city sends significantly fewer prisoners to other jails for
non-medical reasons, leading to an ongoing decline in contract jail usage.

0 Fuel costs ended August at $231,376, 31.3 percent of budget. Expenditures are 16.1 percent under
2015. This is despite greater fuel use relative to last year, as fuel prices continue to keep expenses low
relative to budget.

Attachments: August Dashboard



ATTACHMENT B

s <, CITY OF KIRKLAND
g %’a Police Department

‘L% 40"’ 11750 NE 118™ Street, Kirkland, WA 98034-7114 425.587.3400
e www.kirklandwa.gov
MEMORANDUM
To: Kurt Triplett, City Manager
From: Cherie Harris, Chief of Police
Bill Hamilton, Police Captain
George Dugdale, Financial Analyst
Date: September 13, 2016
Subject: Patrol Vehicle Purchase

RECOMMENDATION:

The Department respectfully recommends purchasing the requested vehicles with identified
2016 salary savings and mitigating the financial impacts by extending the life cycle of the patrol
fleet by one additional year

BACKGROUND:

The transition from a 12 hour patrol officer shift to the newly implemented 10 hour shift,
replaced an unhealthy and inefficient schedule. The current 10 hour model creates a third shift
of officers during a 24 hour period, with overlapping hours of work which are designed to
coincide with peak activity periods. The distribution of staffing is now data driven to include
calls for service by volume, geographical coverage, peak traffic flow patterns, calls for service
by priority type, response protocol complexities and officer safety considerations.

The Department has 18 vehicles assigned to the Patrol function, which under the previous 12
hour shift configuration, provided 3 vehicles over the maximum staffing of 15 officers. This
“staffing plus 3” vehicle model has remained constant for many years as it has adequately
provided for the continuation of police services while patrol vehicles were otherwise unavailable
for use due to routine vehicle maintenance, large scale repairs (such as a transmission, engine
or collision repairs). When available, these 3 vehicles are also used for additional patrol staffing
during special events and/or special emphasis patrols.

In contrast to the static 12 hour shift staffing of 15, the current 10 hour patrol shift schedule
requires fewer officers per shift during non-peak activity, but provides for an additional 6 patrol
officers during peak activity periods, for a maximum of 21 officers. This has created a deficit of
6 patrol vehicles. The Police Department wishes to avoid any delayed response to calls for
service due to a lack of vehicles.

The Department has experienced a significant amount of salary savings during the 2016 budget
cycle that could be used to purchase the vehicles when the Washington State Bid opens on
KPD-2007-092
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October 1. In an effort to reduce the amount of on-going costs associated with their
purchase, the Department has worked with Fleet Services to analyze the replacement schedule
and historic use of vehicles assigned to Patrol. The current replacement schedule estimates
replacing patrol vehicles every 2.5 years. More often than not the Department continues to use
vehicles scheduled for replacement if they are not incurring costly repairs for an average of 3.5
years. After careful consideration, the Department is recommending extending the rotation for
replacement patrol vehicles to 3.5 years in an effort to reduce the ongoing costs of Operating &
Maintenance. The result is the need for an approximate $30,000 dollar increase in ongoing
costs (instead of approximately $80,000 dollars) as a result of the purchase of these new patrol
vehicles. The table below depicts the one time cost of purchasing vehicles and the ongoing
costs associated with an increase in Fleet Operating & Maintenance.

2016-2017* 2018 Biennial
One
Ongoing One Time | Ongoing Time Ongoing One Time
29,507 330,000 29,819 - 59,326 330,000
Total 389,326

*Vehicles will be ordered in October 2016 but may not be delivered until 2017. The approved
salary savings will be moved into the Fleet fund to cover the cost of the vehicles.

The Department fully understands and appreciates the financial impacts of the requested patrol
vehicle purchase and carefully consulted with the City’s Fleet Manager, to better understand
fleet sizing concepts as well as the potential advantages or disadvantages of the proposed
increase in the life cycle of our vehicles. Additionally, Staff has reviewed current fleet and
personnel deployment practices, but found no viable, nor sustainable alternative to this request.
The Department therefore respectfully submits this request in an effort to maintain effective
public safety service delivery and high customer satisfaction.

Kurt Triplett Date

Michael Olson Date

KPD-2007-092
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ATTACHMENT C

Policy Section Compliance Current Portfolio Policy Requirement Frequency
5.1 Delegation of Authority Compliant Investment procedures Establish written procedures for Updated as
are documented operations of the investment needed
program
6.2 Safekeeping Compliant US Bank Safekeeping All Securities will be held in Monthly
Safekeeping
6.3 Internal Controls Compliance Section 3. Internal Controls | Documented in Investment Updated as
in Procedures Manual Procedures Manual needed
6.4 External Review Compliant 2013 review completed External review of City Investment Every 3
Policy and Investment Portfolio for Years
compliance and best practices
7.1 Broker/Dealers Compliant Detailed Authorized e Review of Financial Industry Annual
Broker/Dealer list Regulatory Authority report on firm
provided by the and broker ,
Investment Advisor is on | * Cer_tlflcatlon of _havmg reaq the
file. Pollc_y and rece!pt (_)f the City’s
Trading Authorization
e or Broker/Dealer list provided by
Investment Advisor
7.3 Bank Institutions Compliant U.S. Bank, Opus, Umpqua Only PDPC participating banks At Inception
7.4 Compliant One security was 3 bids for security purchase or sale | Monthly
Competitive Transactions purchased in August.
Broker security offerings
are on file in H:\FINANCE\
Z Investments
8.0 Authorized Investments Compliant Authorized by WA State Statute Monthly
RCW 39.58, 39.59, 43.250,
43.84.080
9.0 Investment Parameters Compliant Detailed in GASB 40 Requires AA- or better from Semi-Annual
Authorized Investments Report Standard & Poor’s and Aa3 by
Credit Ratings Moody'’s
9.1 Diversification Maximums Monthly
US Treasury Obligations | Compliant 19% 100%
US Agency Primary Compliant 45% 100%, 30% per issuer
US Agency Secondary Compliant 0% 20%, 10% per issuer
Issuance
Local Government Compliant 12% 100%
Investment Pool
Bank Deposits Compliant 18% 50%
Certificates of Deposits Compliant 3% 10%, 5% per issuer
Commercial Paper Compliant 0% 5%, 5% per issuer
Municipal Bonds Compliant 3%, 20%, 5% per issuer
Bankers Acceptances Compliant 0% 5%, 5% per issuer
9.2 Investment Maturity Compliant 1.54 Years Maximum Weighted Maturity 3 Monthly
Years
Minimum % of Portfolio
32% Under 30 Days 10%
46% Under 1 Year 25%
100% Under 5 Years 100%
9.2 Investment Maturity Compliant 2/26/2021 Maximum Maturity of Individual Monthly
Maximum Maturity Issue 5 Years
9.2 Investment Maturity Monthly
Callable Securities in Core Compliant 30% 50%
10.0 Reporting Requirements | Compliant 2016 2" Quarter FMR Annual, Quarterly & Monthly Monthly

Report is available
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10.2 Performance Standards | Compliant LGIP 0.49% | LGIP for earnings rate Monthly
Portfolio US Treasury index for total return
Liquidity Portion 0.52%
Investment Core 1.13%
Total Portfolio  0.92%
10.3 Compliance Report Compliant This report is provided Quarterly comparison to Investment | Quarterly
monthly to the Finance Policy
and Administration
Committee
11.0 Investment Policy Compliant October 29, 2015 and April | Annual Review Annual
Adoption 4, 2016 Investment
Committee Review
11.0 Investment Policy Compliant Last adopted Policy shall be adopted by City Changes
Adoption 7-19-2016 Council Adopted As

Needed
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Portfolio Size
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