Council Meeting Date: April 8, 2019 Agenda Item: 9(b)

CITY COUNCIL AGENDA ITEM
CITY OF SHORELINE, WASHINGTON

AGENDA TITLE: Discussing the 2018 Year-End Financial Report
DEPARTMENT:  Administrative Services
PRESENTED BY: Sara Lane, Administrative Services Director
Rick Kirkwood, Budget & Tax Manager
ACTION: _____ Ordinance __ Resolution _ Motion
X__Discussion __ Public Hearing

PROBLEM/ISSUE STATEMENT:

The 2018 Year-End Financial Report is attached to this staff report as Attachment A.
This report summarizes the financial activities during 2018 for all City funds with
detailed information provided on the General Fund, Street Fund, Surface Water Utility
Fund, General Capital Fund and Roads Capital Fund. Additionally, the report includes
the year end summary for the City’s Transportation Impact Fee and Park Impact Fee
collections and expenditures.

This report is provided to keep the City Council informed of the financial issues and the
financial position of the City.

RESOURCE/FINANCIAL IMPACT:
The table on page 2 of the 2018 Year-End Financial Report provides a summary of the
financial results for all City funds for 2018.

RECOMMENDATION

No action is required by the Council. This item is provided for informational purposes.

ATTACHMENTS

Attachment A: 2018 Year-End Financial Report

Approved By: City Manager DT City Attorney MK
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Attachment A

2018 FOURTH QUARTER
FINANCIAL REPORT

PERFORMANCE AT A GLANCE

COMPARED TO COMPARED TO
GENERAL FUND REVENUES 2018 BUDGET 2017 ACTUAL REFERENCE
PROPERTY TAX REVENUE <4NEUTRALM» APOSITIVE A PAGE 10
SALES TAX REVENUE APOSITIVE A APOSITIVE A PaGE 11,12
gZ'YLJEYNTTAé’ESESSEH'SE FEE & CONTRACT VNEGATIVEY VNEGATIVEY | PAGE 14, 15
DEVELOPMENT REVENUE APOSITIVEA APOSITIVEA PAGE 16
PARKS AND RECREATION REVENUE APOSITIVEA APOSITIVEA PAGE 17
INVESTMENT INCOME APOSITIVEA APOSITIVEA PAGE 18, 24, 25
NON-GENERAL FUND REVENUES
FUEL TAX APOSITIVE A APOSITIVE A PAGE 19
REAL ESTATE EXCISE TAX APOSITIVEA VNEGATIVEY PAGE 22
SURFACE WATER FEES <NEUTRAL» APOSITIVE A PAGE 23

Key to revenue trend indicators:

This report reflects revenue collections

APOSITIVEA = Positive variance of >+2% compared to prior year actual.

and expenditures through December 31,
2018. The above table reflects

<ANEUTRAL» = Variance of -1% to +2% compared to prior year actual.

differences when compared to the current

WARNING @ = Negative variance of -1% to -4% compared to prior year actual.

budget’s projection and the prior year’'s

VNEGATIVEY = Negative variance of >-4% compared to prior year actual.

actual.

e General Fund receipts are 9.7% more than 2017. Expenditures are 4.6% more than 2017 with departmental
expenditures more than 2017 by 7.0% and operating transfers out less by 21.3%. See pages 8-18 for details.
Utility Tax, Franchise Fee and Contract Payment receipts are less than the budget projection and 2017 by 7.5%

and 2.6%, respectively.

e As part of the fiscal year 2017 state audit, the State Auditor's Office recommended a change to the City’s
standard practice of accruing revenues received for a prior fiscal year that are received by January 31 of the
current year back to that prior fiscal year. The revised accrual procedure will include accruing prior fiscal year
revenues distributed by the state to the City through February 28 of the current year back to the prior year to align
with BARS guidance on revenue recognition periods. For example, the impact for 2018 will include reporting
thirteen periods of prior year sales tax revenues (received between February 2018 through February 2019) as
opposed to the normal twelve periods as reflected in some of the tables and charts on pages 11 and 12. This
change is reflected in receipts for other revenues, such as: Local Criminal Justice Tax, Intergovernmental, Gas
Tax, et al. Future reports will reflect twelve months of prior fiscal year revenue for comparison purposes.

e Street Fund receipts are 16.0% more than 2017 as a result of the revised accrual procedure discussed above.
Fuel Tax revenue receipts are 15.7% more than 2017. See page 19 for details. Operating expenditures,
excluding transfers out, are 4.1% less than 2017. It is important to note that the transfers out included a one-time
transfer of $630,645 to the General Fund, which was planned for in the 2018 Final Budget. Per the Adopted
Budget, these monies will be in reserve for future improvements for the City’s maintenance facility. The General

Fund contribution was reduced because the fund has sufficient fund balance to meet its operational needs at the
beginning of the 2019-2020 biennium.

e Revenue receipts are 2.7% less than the year-end estimate, which is attributable to surface water fees coming in
just slightly more than budgeted and grant revenues coming in 62.9% less-than-anticipated. Surface water fees
are 37.1% more than 2017 as a result of the rate increase to support the Surface Water Master Plan. Surface
Water Utility operations expended 63.5% of the Operating Budget, which is 32.1% more than 2017. Capital
projects expended 82.1% of the Capital Budget. See page 23 for details.

e Real Estate Excise Tax revenue receipts are 9.7% less than 2017. See page 22 for details.

e More information on each budget by fund and the scope and timing of capital projects, including updated
estimates, can be found in the City’s 2019-2020 Adopted Biennial Budget and 2019-2024 Capital Improvement
Plan book on pp. 251-276 and 302-415, respectively available at the following link:
http://www.shorelinewa.gov/home/showdocument?id=42538

9b-2 2018 FOURTH QUARTER FINANCIAL REPORT 1



http://www.shorelinewa.gov/home/showdocument?id=42538

Attachment A

2018 FOURTH QUARTER
FINANCIAL REPORT

ALL FUNDS BUDGET AND YEAR-OVER-YEAR COMPARISON OVERVIEW

9b-3 2018 FOURTH QUARTER FINANCIAL REPORT 2




Attachment A

2018 FOURTH QUARTER
FINANCIAL REPORT

This page intentionally left blank.

9b-4 2018 FOURTH QUARTER FINANCIAL REPORT 3




Attachment A

2018 FOURTH QUARTER
FINANCIAL REPORT

FUND BALANCE OVERVIEW
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DESCRIPTION OF VARIANCE (>10%) OF ENDING FUND BALANCE IN OPERATING, CAPITAL AND
ENTERPRISE FUND BALANCE:

General Fund: The 2018 ending fund balance is $4.580 million, or 34.6%, more than the projected 2018 ending fund
balance. Compared to the year-end estimate, receipts are $1.098 million, or 2.5%, more but departmental expenditures
are $2.983 million, or 7.0%, less. Some areas experiencing savings include: budgeted contingencies, police services
contract and jail housing. The year-end estimate anticipated it would transfer $1.252 million to the General Capital and
Roads Capital funds, of which 97.7% was transferred.

Street Fund: The 2018 ending fund balance is $0.169 million, or 41.5%, more than the projected 2018 ending fund
balance. Compared to the year-end estimate, receipts are $0.151 million, or 11.5%, more but operational expenditures
are $0.187 million, or 14.2%, less. The year-end estimate anticipated it would receive $0.281 million from the General
Fund, of which only $0.101 million was transferred because the ending fund balance is sufficient to meet its operational
needs at the beginning of the 2019-2020 biennium.

State Drug Enforcement Fund: The 2018 ending fund balance is $0.007 million, or 11.2%, more than the projected 2018
ending fund balance. Compared to the year-end estimate, receipts are $4,342, or 23.0%, less but departmental
expenditures are $11,772, or 35.5%, less. The year-end estimate anticipated it would transfer $399,897 to the General
Capital Fund for the Police Station at City Hall project, of which the full amount was transferred.

Public Arts Fund: The 2018 ending fund balance is $0.144 million, or 103.3%, more than the projected 2018 ending fund
balance. Compared to the year-end estimate, receipts are $2,837, or 36.8%, more but departmental expenditures are
$138,895, or 71.2%, less due to a delay in the installation of a permanent art piece. Transfers to the Public Arts Fund are
booked in 2017 from General Capital Fund for the Police Station at City Hall and Regional Trail Signage projects and from
the Roads Capital Fund for the Complete Streets-Ped/Bike Gaps project.

General Capital Fund: The 2018 ending fund balance is $1.298 million, or 50.7%, less than the projected 2018 ending
fund balance. Compared to the year-end estimate, all resources, inclusive of other financing sources, are $24.771 million,
or 87.8%, less and capital expenditures are $25.156 million, or 82.5%, less. The year-end estimate anticipated it would
receive $24.800 million in bond proceeds and acquire property for the Community and Aquatics Center, but the bonds
were not issued and the property was not acquired in 2018.

Roads Capital Fund: The 2018 ending fund balance is $0.780 million, or 12.1%, more than the projected 2018 ending
fund balance. Compared to the year-end estimate, receipts are $0.941 million, or 19.7%, less but capital expenditures are
$2.133 million, or 36.3%, less. The year-end estimate anticipated it would receive $0.759 million from the General Fund,
of which 96.2% was transferred to support staffing and Curb Ramp, Gutter and Sidewalk, Trail Along the Rail, .147th/148t
Non-Motorized Bridge, 160t and Greenwood/Innis Arden, 185t Corridor Study, and Westminster and 155t Improvements
projects.

Transportation Impact Fees Fund: The 2018 ending fund balance is $0.965 million, or 47.3%, more than the projected
2018 ending fund balance. Compared to the year-end estimate, receipts are $0.753 million, or 376.3%, more but
transfers to the Roads Capital Fund are $0.212 million, or 95.7%, less. The year-end estimate anticipated it would
transfer $0.221 million to the Roads Capital Fund, of which 4.1% was transferred to support the N 175" St — Stone Ave to
I-5 project.

Park Impact Fees Fund: The 2018 ending fund balance is $0.032 million more than the projected 2018 ending fund
balance. Compared to the year-end estimate, receipts are $0.018 million, or 36.4%, less but transfers to the General
Capital Fund are $0.050 million, or 100.0%, less. The year-end estimate anticipated it would transfer $0.050 million to the
General Capital Fund, of which 0.0% was transferred to support the Outdoor Multi-Use Sport Court project.

Surface Water Utility Fund: The 2018 ending fund balance is $3.282 million, or 50.7%, less than the projected 2018
ending fund balance. Compared to the year-end estimate, receipts are $0.167 million, or 2.7%, less and expenditures are
$1.583 million, or 24.1%, less. The year-end estimate anticipated it would receive $4.700 million in bond proceeds but the
City only needed $500,000 in 2018. The balance of the bond proceeds will be received in 2019 and 2020.

Wastewater Utility Fund: The 2018 ending fund balance is $0.273 million, or 93.8%, less than the projected 2018 ending
fund balance. Compared to the year-end estimate, receipts are $0.375 million, or 16.3%, less and expenditures are
$0.102 million, or 4.8%, less.
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SOURCES AND USES OVERVIEW
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Attachment A

GENERAL FUND BUDGET AND YEAR-OVER-YEAR COMPARISON OVERVIEW

RESOURCES

EXPENDITURES & TRANSFERS

1. City Manager's Office includes City Clerk, Communications, Intergovernmental Relations, Economic Development, Property Management and Light Rail Stations.
2. Community Services includes Neighborhoods, Customer Response Team, Emergency Management Planning, and Human Services.

3. Administrative Services includes Finance, Budget, Purchasing, Information Technology, and Fleet & Facilities.
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GENERAL FUND FINANCIAL OVERVIEW

Revenues Expenditures
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The Current Budget reflects the planned use of Fund Balance for one-time investments and transfers in from other funds
as provided in the City’s financial policies. Operating Receipts/Expenditures reflects revenues or expenditures to provide
services accounted for within that fund.

Revenues

General Fund revenue received reflects an increase of 9.7% over 2017. Without account for the revised accrual
procedure noted on the first page of this report, General Fund receipts came in $253,262, or 0.6%, more than budget and
$25,531, or 0.06%, more than revised projections. The following pages present a detailed analysis of various General
Fund revenue sources. The following are highlights comparing 2018 to 2017 for the General Fund:

e Property tax receipts are 3.9% more than those for 2017.

e Sales tax receipts reflecting activity from December 2017 through November 2018 are more than the budget’s
year-to-date projection by 12.8% and 2017 collections by 10.2%. Total receipts, reflecting the revised accrual
procedure noted on the first page of this report, are 20.7% more than 2017 collections.

e Intergovernmental Revenue receipts are 25.1% more than 2017. Receipts from sources other than Sound
Transit reimbursements total $1,277,494 and are 24.4% more than the 2017 due to the revised accrual
procedure noted on the first page of this report.

e Utility Tax, Franchise Fee and Contract Payment receipts are less than the budget projection and 2017 by 7.5%
and 2.6%, respectively.

e Local development activity in 2018, in terms of the number of building permits pulled for new construction and
remodels, is less than 2017; however, the valuation is $48.0 million more. This results in increased permit fees
collected. Additionally, some permit revenue from the Shoreline School District projects has been deferred but
will be posted in 2019.

Expenditures
Departments spent $39.800 million, or 88.0%, of the Operating Budget. This level of expenditures is 7.0% more than

2017 level. The General Fund transferred $2.8 million, or 67.0%, of its budgeted support to other funds. This level is
21.3% less than 2017, largely due to timing of support needed for capital projects.

Total expenditures, including transfers out, representing expenditure of 86.2% of the Current Budget, are 4.6% more than
2017.
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PROPERTY TAX
$15.0 % of Budgeted Revenues
99.1% 97.1%
» $10.0
c
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S $50
$0.0
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EActual BBudgeted Revenues
$15.0 % of Allowable Levy Property tax payments are due to King County in April and
98.4% 99.0% October. The County then must remit the City’s portion
$10.0 resulting in the majority of collections occurring in the second
& ' and fourth quarters. Receipts for 2018 and 2017 as a
§ percentage of the budgeted projection are at 99.1% and
s $5.0 97.1%, respectively. In terms of the allowable levy, which in
many cases is different than the budgeted projection, receipts
$0.0 for 2018 and 2017 are 98.4% and 99.0%, respectively, which
2018 2017 indicates that some taxpayers may be delinquent.
EActual DAllowable Levy
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SALES TAX
Sales Tax receipts presented in the chart and table below and on the next page reflect activity from December 2017
through November 2018 and are more than the budget's projection by $1,080,822, or 12.8%, and 2017 collections by
$879,637, or 10.2%. Receipts from the Construction sector are more than the year-ago level by 42.2% but the Retail
Trade sector saw minimal growth at 1.7%. Staff believes the increase in the All Others category is largely the result of the
additional internet sales tax collections resulting from the Marketplace Fairness Act, which required internet and out-of-
state retailers to collect sales taxes effective January 1, 2018.
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The following chart and table reflects a comparison of sales tax receipts by year with 2018 reflecting the revised accrual
procedure noted on the first page of this report:
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SALES TAX (CONTINUED)

This page illustrates the performance of various sectors for the period of December 2017 through November 2018, which
does not reflect the revised accrual procedure noted on the first page of this report. The chart and first table present a
view of the four primary categories followed by a breakdown of the Retail Trade category.

SALES TAXBY PRIMARY CATEGORY: DECEMBER — NOVEMBER

$10.0
2 $8.0 — |:| I:l I:l o Construction
2 $6.0 Retail Trade
= $40 O Hotels/Restaurant

$2.0 ’_‘ ’_‘ ’_| ’_‘ ’_‘ DAl Others

$0.0
2014 2015 2016 2017 2018

SALES TAXBY RETAIL TRADE CATEGORY: DECEMBER — NOVEMBER
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LocAL CRIMINAL JUSTICE TAX
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Local Criminal Justice Sales Tax receipts are 28.6% more than 2017 as a result of the revised accrual procedure noted on
the first page of this report. Receipts are 24.8% more than the year-to-date budget projection, largely due to the revised
accrual procedure noted on the first page of this report.

The result for Local Criminal Justice Sales Tax receipts is not commensurate with the result for Sales Tax receipts
because the distribution of Local Criminal Justice Sales Tax is based on the city’s population and the amount of sales tax
collected throughout all of King County.

INTERGOVERNMENTAL REVENUE

$15 1117.6%

» $1.0
5
= $05
=
$0.0
2018 2018 2017 2017
Intergov.  Sound Intergov.  Sound
Transit Transit
@ Actual OBudgeted Revenues

Intergovernmental revenue sources are comprised primarily of funding for criminal justice programs, liquor excise tax,
liquor board profits, and reimbursement from Sound Transit per the Expedited Permitting and Reimbursement Agreement.
Total receipts are 25.1% more than 2017. The first bill to Sound Transit was paid in the fourth quarter of 2016, 71.0% of
the year-end estimate has been reimbursed in 2018, and the balance of the reimbursement is anticipated to be received
in 2019 as work on the project continues. Receipts from sources other than Sound Transit reimbursements total
$1,277,494 represent 110.2% of the 2018 year-end estimates and are 24.4% more than 2017 due to the revised accrual
procedure noted on the first page of this report.
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GAMBLING TAX, UTILITY TAX, FRANCHISE FEE & CONTRACT PAYMENTS
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The City levies tax on gross operating revenues for gambling and utility operations as shown in the table below. The
City’s agreement with Seattle City Light imposes a six percent contract fee on total electrical revenues. The City also has
franchises with water and cable services with fees imposed at 6% and 5%, respectively. The Shoreline Municipal Code
should be consulted to determine if specific deductions and credits are allowed.

Amusement Games 2.0% 2.0%
Bingo/Raffles 5.0% 5.0%
Card Rooms 10.0% 10.0%
Pull Tabs/Punch Boards 5.0% 10.0%
Cable 6.0% 6.0%
Natural Gas 6.0% 6.7%
Telephone/Cellular/Pager 6.0% 6.4% to 6.6%
Solid Waste 6.0% 6.5%
Storm Drainage 6.0% 6.0%

Total gambling receipts, including late payment penalties, in the amount of $1,598,224 are 1.0% more than 2017
collections. Revenue from pull tab/punch board activity has declined year-over-year.

Utility Tax, Franchise Fee and Contract Payment receipts, in the amount of $8,247,269, are less than the budget
projection and 2017 by 7.5% and 2.6%, respectively.
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GAMBLING TAX, UTILITY TAX, FRANCHISE FEE & CONTRACT PAYMENTS

The chart below shows the five-year average plus or minus one- and two-standard deviations with the projection for
fourth quarter receipts totaling between $3,204,049 and $3,436,060. Fourth quarter receipts totaled $3,172,282.
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DEVELOPMENT REVENUE
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. . . Development revenue receipts are 22.6% above 2017
Valuation of Building Permits receipts and are more than the budget projection by 27.5%.
$200 $169 Total permits processed are 117, or 4.2%, more.
$150 $121 Local development activity in 2018, in terms of the number of
- building permits pulled for new construction and remodels, is
S s100 $81 less than the year-ago level but valuation is significantly
= $51 $57 higher. In 2018, 38 fewer permits have been issued for new
2 $50 $39 43 $32 single-family residences, with a value that is $8.2 million less,
; as compared to 2017. Eighteen more permits have been
$0 issued for commercial / multi-family construction (new and
Single-Family Commercial Multi-Family Total remodels), with a value that is $56.1 million more than 2017.
2017 Valuation 02018 Valuation

Valuation of 347 building permits for new construction and
remodels totals $169.1 million and is comprised of 18.2% residential and 81.8% commercial / multi-family valuation. In
2017 valuation of 367 permits totaled $121.1 million and was comprised of 32.2% residential and 67.8% commercial /
multi-family construction.
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PARKS AND RECREATION REVENUE

Millions
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Parks and Recreation revenue receipts are 4.5% more than 2017 with receipts for general recreation programs more by
15.1%. Receipts for facility rentals and the Shoreline Pool are less than 2017 by 6.6% and 0.6%, respectively. The

decrease for facility rentals is largely attributable to less revenue from adult grass/dirt field rentals, due to renovations at
Twin Ponds Park.

RECREATION REVENUE BY PROGRAM AREA
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INVESTMENT INCOME
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Investment earnings are more than 2017 by 106.8% as a result of rising interest rates. The City’s investment policy
adheres to strict standards as prescribed by federal law, state statutes, and local ordinances, and allows the City to
develop an investment model to maximize its investment returns with the primary objectives of safety and liquidity.
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STREET FUND

Millions
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Revenues Expenditures
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Total receipts, excluding transfers in, are 16.0% more than the year-ago level as a result of the revised accrual procedure
noted on the first page of this report. Without account for the revised accrual procedure noted on the first page of this
report, Street Fund receipts came in $83,316, or 6.4%, more than budget and $64,595, or 4.9%, more than revised
projections.

The Motor Vehicle Fuel Excise Tax, commonly referred to as Gas Tax, is levied by the State on a per gallon basis,
distributed monthly on a per capita basis to the City of Shoreline, and placed in the Street Fund. Fuel Tax revenue
receipts are 15.7% more than 2017. Without accounting for the revised accrual, Gas Tax receipts came in $101,161, or
8.5%, more than 2017, $18,549, or 1.5%, more than budget, $172, or 0.01%, less than revised projections, and at $23.47
per capita, which is equal to revised estimates.

Gas Tax Receipts by Year Gas Tax Receipts Per Capita
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Operating expenditures, excluding transfers out, are 4.1% less than the year-ago level. Expenditures, including transfers
out, are 36.0% more than the year-ago level. This is largely attributable to a one-time transfer of $630,645, which was
planned for in the 2018 Final Budget, to transfer fund balance in excess of the Street Fund’s minimum required balance of
$254,700 back to the General Fund. The City Manager intends to set these monies aside in reserve for future
improvements to a maintenance facility.
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GENERAL CAPITAL FUND
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Revenue receipts are 23.8% more than the year-end estimate, which is largely attributable to Real Estate Excise Tax
receipts coming in 12.6% more-than-anticipated and a $204,000 settlement related to the Turf & Lighting Repair and
Replacement project. The year-over-year change in Transfers In is mainly attributable to transfers in totaling $943,637
from the General Fund in support of the Police Station at City Hall project. General Fund contributions to the General
Capital Fund are 58.3% less than 2017. Transfers Out are comprised of transfers to the General Fund for overhead and
the Limited Tax General Obligation Bond Fund for City Hall debt service payments. Transfers Out for 2017 were 4.4%
more as additional transfers to the Public Arts Fund were booked from the Police Station at City Hall and Regional Trail
Signage projects.

Capital projects expended 82.5% less than the year-end estimate. The adopted budget and year-end estimate
anticipated it would receive $24.800 million in bond proceeds and acquire property for the Community and Aquatics
Center, but the bonds were not issued and the property was not acquired. Other capital expenditures are impacted by the
timing of construction schedules.

More information on the scope and timing of capital projects, including updated estimates, can be found on pp. 302-324 of
the City's 2019-2020 Adopted Biennial Budget and 2019-2024 Capital Improvement Plan book available at the following
link: http://www.shorelinewa.gov/home/showdocument?id=42538
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Revenue receipts are 19.7% less than the year-end estimate, which is largely attributable to Real Estate Excise Tax
receipts coming in 12.6% more-than-anticipated but grant revenue coming in 86.9% less than anticipated. General Fund
contributions to the Roads Capital Fund are 115.0% more than 2017. The 2018 budget includes one-time transfers from
the General Fund in support of the following capital projects listed in the table below. Funds are transferred from the
General Fund as expenditures are incurred by the projects.

Capital projects expended 20.8% of the adopted budget but 63.7% less than the year-end estimate as budget estimates
for the 145™ Corridor — 99 to 15 and 145" and 15 Interchange projects were too high and construction was delayed on the
Annual Road Surface Maintenance Program and Meridian Ave N & N 155™ Street Signal Improvement Projects.
Transfers Out are comprised of transfers to the General Fund for overhead and the Public Arts Fund from eligible
projects. In 2017, the Interurban Trail/Burke-Gilman Connectors and Echo Lake Safe Routes to School projects were
determined to be eligible. In 2018, the Complete Streets-Ped/Bike Gaps project was determined to be eligible. Capital
expenditures are impacted by the timing of construction schedules. More information on the scope and timing of capital
projects, including updated estimates, can be found on pp. 344-375 of the City’s 2019-2020 Adopted Biennial Budget and
2019-2024 Capital Improvement Plan book available at the following link:
http://www.shorelinewa.gov/home/showdocument?id=42538
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REAL ESTATE EXCISE TAX

Real Estate Excise Tax Receipts by Year
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Real Estate Excise Tax (REET) revenue receipts, in the amount of $3,372,574, are $360,651, or 9.7%, less than 2017,
but more than the budget projection and revised estimates by 23.2% and 12.6%, respectively. The number of
transactions through the fourth quarter are down 11.2% as compared to 2017. Of these transactions, 101 had a value
that is greater than $1 million and accounted for 32.3% of the valuation/taxes. That is, 10.6% of transactions through the

fourth quarter accounted for 32.3% of the valuation/taxes.
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SURFACE WATER UTILITY FUND
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The Surface Water Utility Fund (SWM) includes both on-going operational programs and capital projects with both being
reflected in the total expenditures and revenues for the fund.

Revenue receipts are 2.7% less than the year-end estimate, which is attributable to storm drainage fees coming in 0.0%
more-than-anticipated and grant revenues coming in 62.9% less-than-anticipated. The Surface Water Utility received
$500,000 from bonds issued in 2018, which are not reflected as revenue above but are available to deliver projects as
identified in the Surface Water Master Plan. SWM ongoing revenues include storm drainage fees and investment interest
earnings.

Surface Water Utility operations expended 63.5% of the year-end estimate for the Operating Budget, which is 32.1% more
than 2017. Capital projects expended 82.1% of the year-end estimate for the Capital Budget. Capital expenditures are
impacted by the timing of construction schedules.

More information on the scope and timing of capital projects, including updated estimates, can be found on pp. 380-415 of
the City's 2019-2020 Adopted Biennial Budget and 2019-2024 Capital Improvement Plan book available at the following
link: http://www.shorelinewa.gov/home/showdocument?id=42538
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INVESTMENT REPORT: DECEMBER 31, 2018

The City's investment policy adheres to strict standards prescribed by federal law, state statutes, local ordinances, and
allows the City to develop an investment model to maximize its investment returns within the primary objectives of safety
and liquidity.

Our yield objectives are very important and, pursuant to policy, the basis used by the City to determine whether the
market yields are being achieved is through the use of a comparable benchmark. Our benchmark has been identified as
the current yield to maturity of the Washington State Local Government Investment Pool (LGIP), which had been the
City’s primary mode of investment prior to adopting our Investment Policy. As of December 31, 2018, the City’'s
investment portfolio, excluding the State Investment Pool had a current weighted average rate of return of 1.999%. This is
slightly less than 2.3699% the rate of return of the State Investment Pool. Returns lower than LGIP are to be expected in
a rising rate market, since the LGIP typically carries shorter term investments, allowing them to reinvest more quickly.
However, as the City’'s fixed term investments mature, reinvestment rates for potential new fixed term investments are
analyzed to determine if they will produce higher returns than the current LGIP rate. In a declining rate market, the City
generally will outperform the benchmark.

Total annual investment interest earnings through December 31, 2018 were $630,522 which is 332% of $190,050 (2018’s
total budgeted investment earnings). The better than expected investment earning is a reflection that the economy is
doing well and it helped to push interest rates up steadily. For example, the interest rate for the State Investment Pool on
January 1, 2018 was 1.4268% and on December 31, 2018 it was 2.3699%.

As of December 31, 2018, the City’s investment portfolio had a fair value of nearly $36.9 million. Approximately 67% of
the investment portfolio was held in U.S. government instrumentality securities, and 33% was held in the Washington
State Investment Pool. The City's investment portfolio valued at cost as of December 31, 2018 was slightly over $37
million. The difference between the cost and the market value of the portfolio represents either the loss or the gain of the
portfolio if the City were to liquidate investments as of the day that the market value is stated. This would only be done if
the City needed to generate cash. The City holds all of its investments until the scheduled maturity date, and therefore
when the investments mature the principal market value should equal the cost of the investment. The City also holds
sufficient investments within the State Pool to allow for immediate cash liquidation if needed.
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LGIP Cash and Investment Balances

Settlement Investment Yield To Unrecognized Market Value
Investment Instruments CUSIP # BROKER Date Maturity Date Par Value Cost Maturity Gain/(Loss) 12/31/18
TREASURY 0.875 912828TH3  PiperJaffray 06/22/18 07/31/19 1,000,000 983,580 2.3854% 6,811 990,391
FHLB 1.18 3134G8L80  PiperJaffray 11/1017 02/19/19 2,000,000 1,988,820 1.6243% 8,058 1,996,878
Financial
FNMA 1.250 3136G3EA9  Northw estern 03/29/16 03/29/19 1,000,000 999,500 1.2500% (2,488) 997,012
FHLB 2.25 3130AEAGS5  PiperJaffray 05/04/18 05/03/19 1,000,000 1,000,000 2.2500% (863) 999,137
FHLB 4.375 3133XTYY6  PiperJaffray 05/02/18 06/14/19 1,000,000 1,022,530 2.3174% (14,483) 1,008,047
FFCB 1.18 3133EGPDL  PiperJaffray 11/08/17 08/01/19 2,000,000 1,983,300 1.6712% 840 1,984,140
FHLB 1.55 3130ACJ88  1st Empire 1102117 09/27/19 2,000,000 1,996,626 1.6400% (12,646) 1,983,980
FNMA 1.250 3136G4AP8  PiperJaffray 12/31/16 09/30/19 2,000,000 2,000,000 1.2500% (20,738) 1,979,262
FNMA 1.0 3135GOR39  PiperJaffray 04/25/18 10/24/19 1,000,000 979,490 2.4054% 7,368 986,858
FNMA 1.0 3135GOR39  PiperJaffray 04/25/18 10/24/19 1,000,000 979,490 2.4054% 7,368 986,858
FHLB 1.375 3130AA3R7  PiperJaffray 06/27/18 11/15/19 1,000,000 985,140 2.4054% 3,587 988,727
FNMA 1.20 3136G3TF2  PiperJaffray 07/16/18 12/30/19 1,000,000 980,780 2.5533% 5,028 985,808
FFCB 1.55 3133EG3J2  PiperJaffray 08/13/18 01/10/20 1,020,000 1,005,924 2.5533% 3,826 1,009,750
FHLMC 1.0 3134GBEB4  1st Empire 03/31/17 03/27/20 1,000,000 999,700 1.7000% (10,775) 988,925
FNMA 1.37 3136G0T43  PiperJaffray 11/08/18 04/17/20 1,000,000 978,750 2.8851% 6,362 985,112
Multi-Bank
FHLMC 1.75 3134GBYR7  Security 07/27117 07/27/20 1,000,000 1,000,350 1.7145% (13,388) 986,962
FHLMC 2.85 3134GSYC3  PiperJaffray 09/28/18 09/28/20 1,000,000 1,000,000 2.8500% 466 1,000,466
Time Value
FNMA 1.875 3136G4QF3  Investment 10/30/17 10/30/20 2,000,000 1,999,680 1.8805% (30,542) 1,969,138
Time Value
FHLB 2 3030ACU36  Investment 121117 12/11/20 1,000,000 997,684 2.0800% (11,717) 985,967
Financial
FHLB 2.125 3130ACZD9  Northw estern 12/29/17 12/29/20 1,000,000 1,000,000 2.1250% (11,194) 988,806
Sub Total - Investments $ 25020,000 $ 24,881,344 $  (79,120) $ 24,802,224
State Investment Pool 12,122,128 2.3699% 12,122,128
Total LGIP + Investments $ 37,003,472 $ (79,120) $ 36,924,352
Portfolio Diversification
Amount at Amount at Amount at Amount at
Instrument Type Percentage Cost Market Value Broker Percentage Cost Market Value
FFCB 8.1% $ 2989224 $ 2,993,890
FHLB 24.2% 8,990,800 8,951,542 Financial Northw estern 5.4% 1,999,500 1,985,818
FHLMC 8.1% 3,000,050 2,976,353 1st Empire 8.1% 2,996,326 2,972,905
FNMA 24.1% 8,917,690 8,890,048 Time Value Investment 8.1% 2,997,364 2,955,105
TREASURY 2.7% 983,580 990,391 PiperJaffray 42.9% 15,887,804 15,901,434
Multi-Bank Security 2.7% 1,000,350 986,962
State Investment Pool 32.8% 12,122,128 12,122,128 State Investment Pool 32.8% 12,122,128 12,122,128
Total LGIP + Investments 100% $ 37,003,472 $ 36,924,352 Total LGIP + Investments 100% $ 37,003,472 $ 36,924,352
Investments by Fund
Total Market
LGIP State Total LGIP + Unrecognized Value of 2018
Investments Investment Investments at Gain/(Loss) Investments Budgeted 2018 Actual
at Cost as of  Pool as of Cost by Fund as of by Fund as of Investment Investment Over/(Under)
Fund 12/31/2018 12/31/2018 as of 12/31/2018  12/31/2018 12/31/2018 Earnings Earnings Budget
001 General $ 10,869,074 $ 4,664,356 $ 15,533,430 $ (34562) $ 15,498,868 $ 69,000 $ 344,243 $ 275,243
101 Street 294,559 130,699 425,258 (968) 424,289 2,500 7,282 4,782
107 Code Abatement 243,918 104,675 348,592 (776) 347,817 550 6,231 5,681
108 Asset Seizure 41,506.75 17,812.22 59,318.97 (131.99) 59,187 - 2,127 2,127
109 Public Arts 178,020 76,395 254,415 (566) 253,849 - 4,929 4,929
112 Fed Drug Enforcement 14,785 6,345 21,129 47) 21,082 200 631 431
117 Transportation Impact Mitigation 1,977,488 848,620 2,826,108 (6,288) 2,819,820 1,500 43,719 42,219
118 Parks Impact Fees 22,498 9,655 32,153 (72) 32,082 - 205 205
190 Revenue Stabilization 3,263,603 1,596,252 4,859,855 (10,346) 4,849,509 - - -
301 General Capital - 1,613,734 1,613,734 (2,736) 1,610,998 35,987 27,178 (8,809)
312 City Fac-Mjr Maint 5,290 2,270 7,560 17) 7,544 883 1,345 462
330 Roads Capital 4,229,934 1,446,044 5,675,978 (10,715) 5,665,263 29,656 89,777 60,121
331 Trans Bene Dist 812,384 348,627 1,161,010 (2,583) 1,158,427 - 19,165 19,165
401Surface Water Utility Fund 1,444,753 620,002 2,064,754 (4,594) 2,060,160 41,774 34,093 (7,681)
405 Wastew ater Fund 197,426 84,724 282,150 (628) 281,522 - 5,622 5,622
501 Vehicle Oper/Maint 57,630 24,731 82,361 (183) 82,178 - 3,867 3,867
503 Equip Dep Replace 1,185,330 508,673 1,694,003 (3,769) 1,690,234 8,000 39,000 31,000
505 Unemployment 43,145 18,515 61,660 (137) 61,523 - 1,109 1,109
Total Investments $ 24,881,344 $ 12,122,128 $ 37,003,472 $ (79,120) $ 36,924,352 $ 190,050 $ 630522 $ 440,472
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TRANSPORTATION IMPACT FEES (PIF) 2018 ANNUAL FINANCIAL REPORT

Chapter 3.80 of the City of Shoreline’s municipal code establishes impact fees for transportation. The following annual
report provides information and data on the amount of Transportation Impact fees collected, earned or received and the
transportation improvements that were financed in whole or in part by these impact fees, as required by article 3.80.100.

$0.944 $0.986 $0.907

e Transportation Impact Fees Collected: In 2018, the City collected " $1.0
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amount of all moneys collected, earned or received. 2015 2016 2017 2018

e Transportation Impact Fees Utilized: As of December 31, 2018, $9,426 of Transportation Impact Fees have been
utilized to finance the N 175th (Stone Ave N to I-5). The 2019-2024 includes $162,000 in funding for the N 175t
(Stone Ave N to I-5) project:

e Transportation Impact Fee Exemptions: The following table provides information on projects that have been exempted
of all transportation impact fees:

Transportation Impact Fee Exemptions

Permit # Name Year Amount Category
125831 Walgreens | 2016 | Addition & Remodel $2,938.17
124972 Starbuck’s Parcel | 2016 New Building $129,083.64

6
125727 Dr. Spain | 2016 | Addition & Remodel $19,417.92
SFR17-0442 Michele Tucker | 2017 New Building $1,292.72
Salon
COM17-0273 Hamlin Park | 2017 | Addition & Remodel $21,820.70
Building Mod
COM17-0587 One Cup Coffee | 2017 | Addition & Remodel $3,575.52
Drive Through
125711 Health Lab = 2016 Light Industrial $4,622.40
COM17-1604 Wilson Vet | 2017 Medical Dental $38,832.10
Office
COM17-1613 Dr. Abano | 2017 Medical Dental $12,444.00
Office
COM18-0303 Starbucks Tl | 2018 Coffee/donut shop $26,264.72
TIF Exemptions Total $260,291.89
Transportation Impact Fee Exemptions for Community Based Services Agencies

Permit # Name Year Amount Category
123511 Hopeline | 2016 | Addition & Remodel $25,638.82
125935 Jacob’s Well | 2018 Apartment $38,786.33

Phase Ill, 3-Story Day Care Center $88,494.08
Building
TIF Exemptions for Community Based Services Agencies Total $152,919.23

Per SMC 3.80.070 Exemptions, the amount of impact fees not collected from Community-Based Human Services
Agencies and Business Exemptions shall be paid from public funds other than the impact fee account.

Summary of Other Public Funds
Growth Project Source Amount
N 175t (Stone Way to I5) STP — federal funds $3,546,500
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PARK IMPACT FEES (PIF) 2018 ANNUAL FINANCIAL REPORT

Chapter 3.70 of the City of Shoreline’s municipal code establishes impact fees for parks, open space and recreation
facilities starting January 1, 2018. The following annual report provides information and data on the amount of Park
Impact fees collected, earned or received and the parks projects proposed to be financed in whole or in part by these
impact fees, as required by article 3.70.120.

e Park Impact Fees Collected: In 2018, the City collected $31,576 in Park Impact Fees. The table below depicts TIF
revenue collections

e Park Impact Fees Utilized: As of December 31, 2018, no Park Impact Fees have been utilized to finance any Parks,
Open Space or Recreation Facility projects. The table below provides information on projects that are expected to be
financed in whole or in part by Park Impact Fees:

Projects to be financed by PIF based on 2018-2024 CIP
Estimated PIF

Project Funding
Outdoor Multi-Use Sports Court $50,000
Parks Facilities Recreation Amenities $125,000

e Park Impact Fee Exemptions: No projects were exempted in 2018.
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