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City of Tukwila

INFORMATIONAL MEMORANDUM

TO: City Council

FROM: Peggy McCarthy, Finance Director
BY: Jeff Friend, Fiscal Manager

CC: Mayor Ekberg

DATE: October 29, 2018

SUBJECT: Six Year Forecast — Revenue Options

ISSUE
Presentation of possible revenue option details pursuant to City Council discussion at October
24" budget workshop.

BACKGROUND

With sales tax revenue levels flattening in 2018 and sales tax mitigation payments ending in late
2019, the administration proposed a balanced budget that included reduced expenditures — a
1.5% reduction for the Police and Fire Departments and a 3% reduction for other departments -
and increased revenues to close the gap left by the anticipated lost revenue. The proposed budget
includes an increase of 1% for gambling tax on card rooms and a fee increase on business
licenses.

At the October 24" budget workshop, staff presented current sales and property tax revenue
information. Sales tax collections through July 2018 exceed the 2018 budget and the preliminary
2019 property tax assessment exceeds the 2019 budget. This favorable revenue performance
supports increased sales and property tax revenue projections for the next biennium and 6-year
financial planning period. Even with these improved projections, the City remains in need of
increased revenues due to the loss of $1.2M in sales tax mitigation funds for 2020 and beyond (a
$300K loss in 2019) and the volatile and unpredictable nature of the sales tax revenue. The City
Council requested more detail about alternatives related to the increased revenues for the
2019/2020 budget and the respective impact on the six-year financial forecast.

DISCUSSION
Recognizing that the improved revenue projections provide opportunities for Council, and
pursuant to Council requests, two alternatives have been prepared.

Mayor's Proposed Budget — 2018 sales tax projection is increased from $18.95M to
Updated with New Sales and $19.6M, an increase of $650K. Also included is an
Property Tax Information increase of 2019 property tax revenue to the 2019

preliminary levy amount. Both revisions increase the
base for sales tax and property tax in the future years.

Option A — Updated Mayor’s Option A includes everything from the Updated Mayor’s
Proposed plus Business Budget but replaces full implementation of the Business
Licenses Stair-Stepped License fees increase in 2019 with a stepped increase.
In this option, the Business License fee increase is
implemented 50% in 2019 ($750K) and fully in 2020
($1.5M).

Allan Ekberg, Mayor
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Option B — Option A plus Option B includes everything from Option B but
Gambling Business License Business License fees for card rooms would be
Capped at Flat Fee of $500 restricted to a flat $500. The stepped increase for
Business License fees remains in this option.

It should be noted that an additional option proposed for the card room business license fee would
base the business license fee on the amount or level of card room revenue. Staff considered this
option and determined it would be difficult and time consuming to administer. Therefore, this
alternative was not modeled.

Effect on Fund Balance

2019 Budget| 2020 Budget | 2021 Projected | 2022 Projected| 2023 Projected | 2024 Projected
10/1 Proposed Budget 13,054,964 | 13,575,385 12,626,074 12,379,325 9,380,328 10,297,265
18% goal? v v v v X X
Updated Projections
Option A 13,959,794 | 15,399,842 15,389,801 16,102,416 14,081,915 15,969,944
Cumulative increase over 10/1 proposed budget 904,830 1,824,457 2,763,727 3,723,091 4,701,587 5,672,679
18% goal? v v v v v v
Option B 13,209,794 | 14,649,842 14,639,801 15,352,416 13,331,915 15,246,944
Cumulative increase over 10/1 proposed budget 154,830 1,074,457 2,013,727 2,973,091 3,951,587 4,949,679
18% goal? v v v v v v
Option C 13,187,794 | 14,605,842 14,573,801 15,264,416 13,221,915 15,114,944
Cumulative increase over 10/1 proposed budget 132,830 1,030,457 1,947,727 2,885,091 3,841,587 4,817,679
18% goal? v v v v v v

As is, the 10/1 Proposed Budget does not result in Ending Fund Balances that meet the City’s
18% Reserve Policy requirement in years five and six of the six-year financial forecast. All Ending
Fund Balances resulting from the updated Mayor's proposed budget and business license fee
options A, and B are expected to meet the City’s 18% Reserve Policy requirement.

It should be noted that the 3% reduction of expenditures remains in place in the proposed
2019/2020 budget.

Council Discussion Items

Below is a list of items mentioned by the Council at the at the October 24 budget workshop and
the associated potential funding opportunities. Not all one-time or ongoing items can be achieved
with existing revenues and expenditures.
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Page 3
Estimated | One-Time vs.
Priority Amount Ongoing Potential Source

1|S 140th St/Tukwila International Boulevard| $200K One-time |Ending fund balance

Crosswalk
2|Swings and dog park at Cascade View Park S50K One-time |Ending fund balance
3|Completing/implementing Tukwila S130K One-time |Ending fund balance

International Boulevard CNU

Recommendations
4|Enhancements to senior programming up to Ongoing Grant funding from the 6-year King

S$150K County Veteran, Senior, and
Human Services levy

5/Enhancements to safety in school zones, Ongoing Funded by trafficticket revenue

including traffic cameras
6|Additional S350K for residential streets S350K Ongoing Ending fund balance
7|Additional $S400 for annual overlay S400K Ongoing Ending fund balance
8|Allentown bridge - S4M - S8M Ongoing Councilmanic bonds.

RECOMMENDATION

For information only.

ATTACHMENTS:

6-Year Financial Plan
e Mayor’s Proposed Budget — October 1, 2018
e Mayor's Proposed Budget — Updated with New Sales and Property Tax Information
e Option A — Updated Mayor's Proposed plus Business Licenses Stair-Stepped

e Option B — Option A plus Card Room Business License Capped at Flat Fee of $500
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