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Purpose of Financial Forecast 
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Ã Identifies Financial Issues and Opportunities 
 

Ã Background for Financial Policies 
 

Ã Examines Financial Trends 
 

Ã Determine whether adequate revenues will be available to 

maintain current and projected City service levels 
 

Ã Provides a Basis to Discuss and Identify Feasible Solutions 
 

Note:  This 6-Year Financial Forecast has been developed to assist the City Council with long-range 

financial forecasting.  The Forecast is subject to changes in the economy, and future actions of the City 

Council.   



Goals and Objectives 
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City Council Goals for 2010-2012 
 

Ã Protect and Enhance the Cityôs Financial Health and Stability 
 

Ã Generate Economic Development throughout the Community 
 

Ã Review and prioritize Capital Infrastructure Needs and Implement 
Projects 
 

Ã Develop and Implement a Strategy to address the Cityôs Aging Public 
Facilities  
 

Ã Develop and Implement effective Communication and Outreach with the 
Community 
 

Ã Maintain appropriate and essential Public Services in a cost effective 
manner 



Executive Summary 
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Ã ñGreat Recessionò  

Ã Continued deterioration of economy that began in Dec 2007 

Ã Unprecedented financial and economic challenges 

Ã Uncertainty in financial and credit markets 

Ã Housing market meltdown; falling property values 

Ã Massive layoffs 

Ã Dismal job reports with continued unemployment and growing 

under-employment (20-25%)  

Ã Continued slowdown in consumer spending  

Ã Consumer confidence lowest in decades 

Ã Misery index (unemployment & inflation) highest in decades 
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Ã Change and uncertainty of economic conditions  

Ä Lack of economic recovery 

Ä Elimination and reductions of public services to include layoffs 

Ä Delay and cancellation of infrastructure projects 

Ã Recovery lag for local governments  

Ä Most difficult years (upwards of 10+ years) are still ahead 

Ã Major operating revenue sources continue to fall short of 

projections 

Ä (e.g., property tax, sales tax, utility tax, gambling tax & state-shared 

revenues)  

Ã State & federal budget deficits  

Ä (e.g., loss of state shared revenues) 

Economic Challenges 
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Ã Rising employee health care & pension costs  

Ã Demand for services from local governments 

Ä (e.g., economic development, senior services, community groups) 

Ã Underdeveloped/underutilized commercial areas  

Ä (e.g., downtown, economic incentives) 

Ã Age of Cityôs physical infrastructure  

Ä (30-50 years old) 

Ã Unfunded capital improvement needs  

Ä (e.g., Town Center Investments, Civic Center) 

Ã ñZero-sumò environment  

Ä (e.g., balancing ñneedsò and ñwantsò) 

Economic Challenges 
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Economic Forecast 
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Impact of Great Recession 
2011 Forecast vs. 2008 Forecast 
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Ã General Fund 
Ä General operating fund of the City and accounts for all activities not required to 

be accounted for in some other fund.  The General Fund pays for public safety, 

building development and planning, parks, and City Council). 

 

Ã Utility Funds 
Ä Self-supporting through user rates and charges. 

Â Storm Water Utility maintains, operates and administers the Cityôs natural and 

developed storm and surface water conveyance system. 

Â Sewer Utility provides uninterrupted sewer service to the Community. 

Â Water Utility provides potable water to the community that meets or exceeds all State 

and EPA standards. 
 

Ã Capital Improvement Funds 
Ä Account for the acquisition or construction of major capital facilities except 

those financed by utility and trust funds.    

 

Legal Restraints on Finances 



Legal Restraints on Finances 

 

Fund  Type 

2011 

Adopted  

 

General Government 

 

$24.2 million 

 

Utility 

 

13.5 million 

 

Capital Improvement 

 

6.2 million 

 

TOTAL 

 

$43.9 million  

2011 Adopted Budget  

Restricted  

$34.0 million  

77% 

Unrestricted  

$9.9 million  

23% 
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Cityôs Approach to Great Recession 
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Ã Why is the City of Mountlake Terrace weathering 

the most difficult economic times in generations? 
 

Ä Strong and Effective City Council Leadership 

Ä Continuous Focus on Business Model & Organizational 

Improvements 

Ä Strategic Focus on Core Community Priorities (e.g., capital 

investment, economic development, finances, public safety, recreation & 

parks, public works) 

ÄResources aligned with Communityôs Priorities 

Ä Adhering to sound & prudent financial policies 

Ä Balanced budget (operating revenues align with operating 

expenditures) 



Cityôs Approach to Great Recession 
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Ã Why is the City of Mountlake Terrace weathering 

the most difficult economic times in generations? 
 

Ä Maintaining Adequate Reserves 

Ä Six-year financial forecast  

Ä Balance between Basic Services & Capital Investment 

Ä Local, Regional & National Partnerships 

Ä Advancing Technological Solutions 

Ä Fees for Service Reflecting Cost of Delivery 

ÂRecreation Services 

ÂDevelopment Services 

ÂUtility Services 



15 

ÃWe no longer subscribe toéñThatôs the way we 

always did itò 
 

Ä Economic Development as a priority  

Â (e.g., broaden & diversify economic base, focus on 

underdeveloped/underutilized commercial areas) 
 

Ä Aggressive $88.5 million CIP 
 

Ä Leveraging $7.0 million in state and federal funds 

 

Cityôs Approach to Great Recession 
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ÃWe no longer subscribe toéñThatôs the way we 

always did itò 
Ä Increased Services 

ÂPublic Safety (e.g., SWAT, code enforcement, animal control), Park 
Services, Streets & ROW Maintenance, and Facilities Maintenance 

ÂHighest level of service in years -- low employee turnover 
 

Ä Streamlined Services (examples) 

ÂContract for fire & EMS services ($600,000 per year beg 2005) 

ÂCustodial services transitioned from in-house to contract ($250,000 
per year beg 2007) 

ÂElimination of management positions ($400,000 per year beg 2006) 

Â Fleet management best practices ($300,000 per year beg 2009) 

ÂProactive (vs. reactive) approach with implementation of action 

strategies and preventative measures 

 

Cityôs Approach to Great Recession 



17 

Ã ñDoing business as usual is not an option anymoreò 

Ä Regional Fire Protection Services Authority (RFA); 

Ä Restrictive General Fund cost controls; 

Ä Ongoing focus on grant opportunities (part of organizational 

culture); 

Ä Opportunities for volunteers and interns; 

Ä Computer server virtualization; 

Ä Jail services agreement with Okanogan County; 

Ä Thermoplastic street marking equipment versus contracting; 

Ä Forest Crest Playfield improvements ï possible partnership 

with MTYAA; 

Cityôs Approach to Great Recession 
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Ã ñDoing business as usual is not an option anymoreò 

Ä Animal shelter provider ï transitioned to PAWS; 

Ä Fleet Management pilot project; 

Ä Recreation Pavilion Energy Systems Improvements; 

Ä Street Light pilot project;  

Ä Emergency Operation Center (EOC) at Operations Facility, 

which reduces costs at new Civic Center; and 

ÂRecently awarded $250,000 Homeland Security Grant;  

Â Identification of finances (e.g., REET, one-time General Fund 

proceeds) to pay for interim city hall versus accessing line-of-credit; 

and 

Ä Cost savings ideas from city employees. 

 

Cityôs Approach to Great Recession 
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Ã Discretionary funding eliminated 

Ã Costs must be approved in advance by Finance Director and 
City Manager 

Ã Overtime requests must be approved in advance by the 
department director 

Ã Non-essential capital purchases delayed 

Ä Fleet & equipment 

Ä Information technology 

Ä Recreation & Parks 

Ã Civic Center utilities & maintenance budget reduced to reflect 
move to interim city hall 

Ã Unanticipated state & federal funds 

Ã Fuel efficiency 

Ã Employee Healthcare Task Force 

 Action Strategies & Preventative Measures 
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Ã Resource Allocation 

Ä City Attorney contract reduced to 2002 level of service 

Ä Current & future vacant general government positions will not 

be filled with the exception of police patrol 

Ä Partnership between street maintenance and park services 

Ä Communications Specialist position funded with General 

Fund resources reduced to half-time 

Ä Civil Engineer II position assigned part-time to capital and 

construction program 

Ä Consolidation of customer service unit with police and finance 

Ä Finance providing services to SNOCOM 

 Action Strategies & Preventative Measures 
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Ã Continued focus on service delivery and identification of 

organization and resource efficiencies (e.g., public safety, 

finance, municipal court & jail) 
 

Ã Continued focus on economic development (e.g., 

economic incentives, Town Center investments) 
 

Ã Steps not takené 

ÄUse of financial reserves  

ÄReduction or elimination of capital improvement projects 

ÄAcross the board reductions 

 

 Practicing Fiscal Responsibility 



General Government Funds (10) 

Ã General (1) 

 

Ã Special Revenue (7) 
Ä Street Operating 

Ä Strategic Reserve 

Ä Hotel/Motel Tax 

Ä Solid Waste Service 
Board  

Ä Recreation 

Ä Accumulated Leave 
Reserve 

Ä Housing Needs 

Ã Debt Service (1) 

 

Ã Internal Service (1) 
Ä Fleet Management 
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General Government Funds 

Ã Property Tax 

Ã Sales Tax 

Ã Utility Tax 

Ã Gambling Tax 

Ã Recreation Fees 

Ã License Fees 

Ã Development Service Fees 

Ã Fines & Forfeitures 

Ã State-shared revenues (liquor profits 

tax, liquor excise tax, motor fuel tax, criminal 

justice funds) 

Ã Cable and solid waste franchise 

fees 

Ã Investment interest 
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Where do we get the funds?  

Taxes, 
57.2% 

Fines & 
Forfeitures, 

2.4% 

Recreation 
Fees, 16.2% 

Licenses & 
Permits, 

6.0% 

State-
Shared 

Revenues, 
3.9% 

Charges for 
Services, 

12.7% 

Investment 
Interest, 

1.6% 

Operating Revenues  



General Government Funds 
24 

Revenue 

Assumptions 



General Government Funds 

Public 
Safety 
50% 

Recreation 
& Parks 

26% 

Finance, 
Information 

Svcs & 
Human 

Resources 
6% 

Developmen
t Services, 

Land Use & 
Zoning 

8% 

Street 
Maintenance 

5% 

Community 
Outreach & 
Information 

5% 

Ã Public Safety 

Ä Police 

Ä Fire & EMS 

Ä Jail 

Ä Court 

Ä Emergency Operations 

Ã Community Outreach & 

Information 

Ã Development Services 

Ã Land Use & Zoning 

Ã Recreation & Parks 

Ã Street Maintenance 

Ã Finance, Information Technology 

and Human Resources 
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What does it pay for?  Operating Expenditures  



General Government Funds 
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Expenditure 

Assumptions 



Factors Not Included in the 

Forecast 
27 

Ã No new or enhanced operating programs 

Ã Potential state impacts are not included in the forecast with 

the exception of the known loss of state-shared revenues (-

3.4%) from early 2011 

Ã One-time General Fund programs that are evaluated each 

biennium  

Ä Communication Specialist ($37,000) 

Ä Economic Alliance Snohomish County ($10,000) 

Ä Economic Development Program ($130,000) 

Ä Parks -- bark & pressure washing ($20,000) 

Ä Special weapons and tactics/SWAT ($18,000) 
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General Government Funds 





Edmonds School 

District  

 $ 982 

State 

$ 523 

City-Regular  

Levy Rate 

$ 363 

Snohomish County 

$ 206 City-EMS  

Levy Rate 

$ 118 

Sno-Isle  

Library  

$ 107 

Swedish 

Hospital  

$ 36 

CITY OF MOUNTLAKE TERRACE  
2011 Average Property Tax Levy Amount 

$ 2,335 

City services funded  with  

$482 or 20.6%  

share of total property tax bill 
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Ã Sound underlying financial 
assumptions  
Ä Consistent with adopted financial 

policies 

Ã Operating surplus through 2016 
Ä Not using one-time funds for 

ongoing operations 

Ã Expenditures growing faster than 
revenues  
Ä Conservative assumptions 

Ã Strong contingencies & reserves 
Ä 2% contingency 

Ä 5% general fund reserve 

Ä Strategic reserve 

Ä Equipment reserve 

Ä Accumulated leave reserve 

 

Ã Effective management of debt 
ï averages 2.9% of operating 
revenue between 2011-2016 

Ã Average over $600,000 
annually from General Fund 
invested to streets 

Ã 86.4% Recreation cost 
recovery 

Ã Ability to maintain current 
level of service in public 
safety, parks, recreation, 
street maintenance, 
development services, etc. 

Ã Zero-sum approach 

Ã No program or service 
reductions  
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Summary: General Government Funds 



Capital Improvement Funds (3) 
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Ã Real Estate Excise Tax (REET) 

 

Ã Street Construction 

 

Ã Capital Improvement 

 



Capital Improvement Funds 

Ã One-time general government 
funds 

Ã Real estate excise tax 
(REET) 

Ã Arterial motor vehicle fuel tax 

Ã State and federal grants 

Ã Transportation and park 
impact fees 

Ã Investment interest 

Ã Bonds (voter-approved) 

 

Ã Street overlay program 

Ã Chip seal program 

Ã Street reconstruction 

Ã Sidewalks 

Ã Property management & 

public facilities 

Ã Park improvements 

Ã Traffic and signal control 

program 
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Where do we get the funds?  What does it pay for?  



Capital Improvement Funds (pt 1) 
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Financing Sources 



Capital Improvement Funds (pt 2) 
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Construction Program & Ending Fund Balances 







Ã Civic Center $25 million  
(impact to average single family resident - $12.21/month) 

 

 

 

 

 

 

Ã Town Center $10.5 million 

Ä Downtown ñMain Streetò Revitalization Project  

Â 56th Avenue West (230th & 236th) 

Â 236th Street SW (I-5 & 56th) 

Â 232nd Street SW (58th & 56th) 

 

 

Priority Projects to Seek Funding 

ï Community and Senior Activity Center ï Library improvement 

ï Police Station ï City Hall 

ï Public meeting rooms ï Sustainable design 

Å energy efficient 

Å environmentally friendly 
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Prioritized/Unfunded Capital Projects   

Project Development Cost 

New Facilities 

Recreation Pavilion - Business Plan                  150,000  

Recreation Pavilion - New             38,531,600  

Subtotal New Facilities  $         38,681,600  

Parks and Open Space  $           3,070,000  

Citywide Equipment 

Police Equipment                  188,500  

Public Works                  215,000  

Subtotal Citywide Equipment  $              403,500  

Property Management & Facilities  $              280,000  

Street and Sidewalk Improvements  $         25,584,000  

Grand Total  $         68,019,100  
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Utility Funds (3) 

Ã Storm Water 

 

Ã Sewer 

 

Ã Water 
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Utility Fund Policies 
45 

Ã Separation of utility accounts to avoid subsidies between utilities. 

Ã Completion of a utility rate study every five years (e.g., 1999, 2004, 

2009, 2014). 

Ã Minimum operating and maintenance reserves should be 

maintained for each utility: 

Ä For each utility the operating reserves will be maintained in the amount 

equivalent to 15% of total operating and maintenance expenses. 

Ã Rates should be stable over time to avoid dramatic rate 
adjustments. 

Ã Sufficient funding should be made to provide for the adequate 
maintenance and/or replacement of capital plant and equipment.   

 

 



Utility Funds 
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Utility 

Revenue & 

Expense 

Assumptions 
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Operating Component 

Utility Funds (pt 1) 


