Town Hall Meeting

The Golf Club at Newcastle
June 18, 2019
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1. WEICOME .ottt et Allen Dauterman, Mayor
Rob Wyman, City Manager
2. City Finances & Fiscal Sustainability............. Steve Toler, Management Partners

Christine Butterfield, Management Partners

3. Question and ANSWET SESSION......ueiivvieiiiiiiieree ettt eaeee City Council



Meet Your Newcastle Council

Mayor Deputy Mayor Councilmember Councilmember
Allen Dauterman Linda Newing Gordon Bisset Tamra Kammin

Councilmember Councilmember Councilmember
Dave Mitchell Carol Simpson Tom Magers



City of Newcastle

Town Hall Meeting

Funding City Services
and
Developing a Fiscal Sustainability Plan

June 18, 2019
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About Management Partners

We are experts at fiscal sustainability and financial planning/budgeting for cities

of service exclusively to local governments

Over
1.500 successfully completed in 42 states
V4

projects

80+ including generalists and subject-matter experts in
eEOCiates finance, IT public works and other areas

3 in San Jose and Costa Mesa, CA and

nati-onal Cincinnati, OH
offices
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Services

* Financial Planning/Budgeting
* Process Improvement

* Operations Improvement
e Strategic Planning

* Service Sharing

* Organization Analysis

* Organization Development
* Performance Management
* Facilitation and Training

* Executive Recruitment

e Executive Coaching



Tonight’s Presentation

 Overview of City Budgeting and
How Services are Funded

» City’s Current Financial Forecast

* Question and Answer Session
with City Council and Staff




Funding City Services

» What services are provided?

» How are those services funded?
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Sample of Government Services

e Legislative e Police (Sheriff) o K-12 e Water ¢ Police
e Health and e Social Services e After school e Sewer e Fire
human services o City-like programs e Storm drains * Public works
e Higher services to e Community e Irrigation maintenance
Education unincorporated colleges e Parks and open e Engineering
e Natural areas space * Parks
resources * Judicial e Recreation e Recreation
e Transportation (county) e Fire e Municipal
e Judicial * Library e Public hospitals courts
e General e Weed
government abatement
e Library

Management 3
Partners



City of Newcastle’s Services

Code Community

Planning Building Enforcement Events

Facilities
and Flee

1

Police Fire

City
Management
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City Attorney

(contract with (contract with
(contracted)

Sheriff’s Office) Bellevue Fire)




How Newcastle Provides Services

COMMUNITY DEVELOPMENT

GENERAL GOVERNMENT

City Council, Risk Planni
. anning, . -
City Manager, Management, Building, Chl-ef. Building
City Clerk, City Attorney, Code Official, .
Finanf:e, IT Enforcement, :::net:gsw'
Risk Plan Review, P
Management Inspection

PUBLIC SAFETY PUBLIC WORKS

P_ollce, Maintenance, Maintenance,
F|re,_ . Parks, Street
Municipal Engineering Sweeping
Court,

Jail,
Animal Control

. Services Provided by City Staff - Contracted Services
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Components of a City Budget

Community
Vil Revenues
Strategic N
Plan )
ong- :
range Operating

Forecast Less

Priorities

N

Reserves

.

apital
Costs

Action
Plans
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Partners _



Fiscal Policies

®* Minimum reserve policies
® Cost recovery policies on

Best Practices in Local Government Budgeting

fees and charges

® Debt issuance and

management

® Use of one-time revenues
® Balancing the operating

budget

®* Revenue diversification
* Contingency planning

SN NONKN
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® Use long-range forecasting
to identify trends and/or
fiscal gaps

® Develop plans to address
fiscal gaps

* Refine forecasts and plans
on on-going basis

Fiscal Sustainability

V]

V]




City’s General Fund and

Financial Forecast
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Ways that Cities Fund Their Operations

Revenue Sources
|

General Use

|

Fees and

Fees and
charges

charges

Retail sales and Permits and Business Real estate

use tax developer fees licenses excise tax (REET) LB e Vigareis vess || WGy e

Property tax

Stormwater
management
(SWM) fees

Business and

Fines (traffic, State shared tax Transportation

Franchise fees g parking) revenues benefit district

occupation tax Utility taxes

Motor vehicle Local option gas

Admissions tax [ga Parking meters |
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Ways that Newcastle Funds Its Operations

Revenue Sources
|

Real estate :
excise tax (REET) [N Lodging ta

State shared tax Transportation
RERIES benefit district

General Use

|

Fees and

Fees and
charges

charges

Retail sales and Permits and Business

use tax developer fees licenses TMREEtEEs | = Usiliey rates

Property tax

Stormwater
management
(SWM) fees

Fines (traffic,
parking)

Business and

Utility taxes Franchise fees f&

occupation tax

Motor vehicle Local option gas
fuel tax tax

Admissions tax L
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Newcastle’s General Use Funds

General Use

Fees and
Taxes
charges
Retail sales Permits and Business
and use tax developer fees licenses

B Fines (traffic,
parking)

Property tax &g

Business and B

. — ranchise fees &
occupation tax

F

Utility taxes
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Admissions taxis Parking meterse
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Government Funds

Fuel taxes, grants

REET, impact fees

Transfers from
operations

Stormwater fees

Street maintenance, Streets. sid Ik Debt service on Stormwater
facility ;ee SLS' evya A loans and bonds maintenance, utility
improvements and parks projects services

V

V

NV

V




General Fund

Revenue Sources Expenditure Uses

* Property tax * Police services contract

e Sales tax * Fire services contract
* Planning and building * Planning and Building
permit fees * Engineering services

* Franchise fees

e Business licenses

* Leaserevenue

* Facility rental

* Interestincome

* Donations for special
events

* Community events

e Parks maintenance

* Finance

* Information technology

* Administration (e.g., City
Council, City Manager, City
Attorney)
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Newcastle’s General Fund Revenues - 2019

Transfers In

Other

4%
Licenses and/

Franchise Fees

4%
Property Tax
55%
Developmen/
Fees
16%
Sales Tax
15%

)
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Where Your Property Taxes Go

Special
Schools - State Schools - Local County Districts

$
$26 $34 $12 \ $6 5‘/ Charges
| \ ~ / $3

(Ll |

N la

SRS

~—

: City of
2~ Newcastle
“ $15
::‘,;‘, ‘&7 ?
cor LIS NOTE IS LEGAL TENDER, KBUH2T718 5) ]
(OYone) Lesbods Bobint) :
%4 57 i

Treasurer of the United States
" 5 - ( 205 Secretary of th Treasury. -

=S T

R
A ==
A=

Source: Sample of King County
Property Tax Bills, 2019
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Historical Property Tax Allocation

Typical Newcastle Residential Property Tax Allocation Trend — 2000 to 2019
100%

90%

80%
® Fees and charges

70% m EMS
60% M Library

50% W Special Districts

B County
40%
M Schools - Local

30% M Schools - State
20% W City of Newcastle

10%

0%
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
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Newcastle’s General Fund Expenditures - 2019

Transfers Out

8% Police
26%
General
Government
21%
Public Works
Engineering

4%
Parks Maintenance Fire
6% 20%
Community Other Public Safety
Development 1%

14%
Management
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City’s Financial Forecast

Management
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Funding Public Safety Services

Propery Taxes Compared to Public Safety Costs

mmm Police Services Emm Fire Services mmm Other Property Taxes Collected

7,000,000

6,000,000

5,000,000

_—
4,000,000 -
3,000,000
2,000,000
1,000,000

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
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Diverging Revenues and Expenditures

$14.00

Millions

$12.00

$10.00

$8.00

$6.00

$4.00

$2.00

$0.00

$7.21

$7.00

2014

2015

B Expenditures plus transfers out

2016

Revenues vs. Expenditures

2017 2018 2019 2020

= Revenues plus transfersin

2021 2022

2023

2024

Actual

Budget
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Result — Structural Imbalance and Deficits

Without Corrective Actions

General Fund Forecast - Baseline Scenario
Net Annual Surplus (Deficit)

$1.00

Millions

3050 $0.43 $0.41

$0.50
= B i B
., W

i [
($0.14)
$(0.50)

$(1.00) ($0.84)
$(1.50) ($1.26)
($1.63)
$(2.00) (31.80) ($1.91)
($2.06)
$(2.50)
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Actual Budget
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Result — Structural Imbalance and Deficits

Without Corrective Actions

General Fund Forecast - Baseline Scenario
General Fund Reserve Levels and Targets

B Ending Reserves = Minimum reserve target (25%)
. $6.00
5 $4.95
S $5.00 $4.55 24.81
$4.00 $3.56

$3.00 $2.47
$1.93

I $0.13

$2.00

$1.00

S-

$(1.00) l
$(2.00) ($1.78)
$(3.00)

4.00
$(4.00) ($3.84)
$(5.00)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Actual Budget
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Comparative Research Analysis

Median Median
Household Household
Population Income City Population Income
Bellevue 142,400 $105,402 Sammamish 63,470 | $157,271
Enumclaw? 11,660 $55,082 || King Snoqualmie 13,450 | $136,508
Issaquah 37,110 $100,844 Woodinville! 11,830 $102,006
1
ing Maple Valley 25,280 $102,130 Benton West 1 15,320 $84 419
Richland
Lake Forest 13,090 | $101,429
Park? ’ ’ Pierce Edgewood! 10,990 $90,544
Mercer Island 24,270 $136,644 || Snohomish | Mill Creek? 20,470 $93,063
Renton? 104,100 $70,661 King Newcastle 12,410 $118,333
Note:

1 — Fire services provided by fire protection districts, which are separately funded through property taxes and other fees and charges

Management
Partners
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Comparative Research Analysis

General Fund Revenues Per Capita

Newcastle’s General Fund revenue per capita are below peer averages

Issaquah
Enumclaw
Bellevue
Snoqualmie
Mercer Island
Woodinville
Renton

Peer Average
Lake Forest Park
Mill Creek

General Fund Revenues per capita

SO $200 S400 S600 S800 $1,000 $1,200
$1,232
$1,174
$1,116
| $1'102

| $1,071
____________________________________________________________________________________________________________| $1,00]_
| S991
| 5865
| $754

Newcastle

Edgewood
Sammamish
Maple Valley

West Richland

$1,400
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Comparative Research Analysis

General Fund Revenues and Expenditures Per Capita

Newcastle’s General Fund revenue and expenditures per capita are below peer averages

General Fund Revenues per capita General Fund Expenditures per capita
$0  $200 $400 $600 $800 $1,000 $1,200 $1,400 S0 $200 $400 $600 $800 $1,000 $1,200 $1,400
[ssaquah I 51 232 Snoqualmie I 1,137
Enumclaw S S 1 174 Enumclaw e 1174
Bellevue S ] 116 Issaquah I S 1 097
Snoqualmie T $1 102 Bellevue mEEEEESSSSSSSSESS——— $1 070
Mercer Island S 1 071 Mercer Island N 51 066
Woodinville eSS 1 001 Renton SN 076
Renton I $09 ] Peer Average IEEEEEEEEEEEESSSSSS—————— $348
Peer Average IEEEEEEEEEESSEEESNNNNN——— $865 Woodinville e 779
Lake Forest Park m—— %75 Lake Forest Park S G750
Mill Creek I 630 Mill Creek I ———————— 6838
Newcastle EEEEEEEEE—————— $671 Newcastle IEEEEEEEEEEEE———— $682
Edgewood m—— $642 Sammamish —E——— $630
Sammamish I $559 Edgewood mIEEEEEESSSSS——————— $596
Maple Valley me—— S461 Maple Valley m—— 578
West Richland m—— S451 West Richland m——— $486
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Ways that Newcastle Funds Its Operations

Revenue Sources
|

Real estate :
excise tax (REET) [N Lodging ta

State shared tax Transportation
RERIES benefit district

General Use

|

Fees and

Fees and
charges

charges

Retail sales and Permits and Business

use tax developer fees licenses TMREEtEEs | = Usiliey rates

Property tax

Stormwater
management
(SWM) fees

Fines (traffic,
parking)

Business and

Utility taxes Franchise fees f&

occupation tax

Motor vehicle Local option gas
fuel tax tax

Admissions tax L
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Budget Strategy Types

A. Revenue e Maintain service levels by growing available resources,

) h either through increasing existing revenue sources, or
enhancements creating new revenue sources
B Expenditure controls e Maintain service levels by reducing cost of services, or

; d hif by shifting the cost of services to other funding sources
and cost shirts or parties
C. Service delivery e Maintain service levels through more cost-effective ways
changes of delivering services
D. Service level e Necessary if the combination of the other three strategy
reductions types are unsuccessful in resolving the fiscal gap

Management 37
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Fiscal Sustainability Plan — Strategy Examples

e Property tax levy lid lift
Reven ue e Local sales tax measure

e Enacting a utility tax

Enhancements e Increasing solid waste franchise fees V]

e |ncreasing fees and charges to achieve full cost recovery \/I

e Implementing more efficient processes to reduce costs Z[

Expend Iture e Reducing travel and training costs Z[

Co ntrO|S d nd @6l ¢ Sharing costs of health benefits with employees ZI
ShlftS e Renegotiating maintenance contracts f

e Renegotiating service contracts \/I

Management
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Fiscal Sustainability Plan — Strategy Examples

e Qutsource fleet services Z[

e Qutsource median landscaping maintenance with private
sector vendors Z[

e Qutsource public safety services ZI
e Merge fire services with another city/fire protection district
e Share services for traffic signal maintenance

Service Delivery
Changes

e Eliminate special events

Se rvice Level e Reduce parks maintenance

e Lower pavement management standards

Reductions e Reduce police officers

e Reduce City Hall office hours/impose work furloughs

Management
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Evaluating Budget Strategies

Potential Annual Fiscal Impact (est)

Less than S50,000- Over
$50,000 $100,000 $100,000

Fiscal Sustainability

Great High fiscal impact;
sleihidElRE - minimal difficulty

. . .rpe Good Medium/high fiscal
c Minimal dlfﬂCUIty 1 2 potential impact; minimal/
Y 9 moderate difficulty
QO
> B Moderate Medium/high fiscal
- potential  impact; moderate/
3 g Moderate difficulty 4 5 6 significant difficulty
iE O Low Low fiscal impact;
E - potential moderate/ significant
E difficulty
- Signiﬁca nt difficulty 8 9 Little/no Low fiscal impact;
LI EI significant difficulty

35

Management
Partners




Reserves if Corrective Actions are Taken

Without Corrective Action With Corrective Action

General Fund Forecast - Baseline Scenario General Fund Forecast - Hypothetical Scenario
General Fund Reserve Levels and Targets General Fund Reserve Levels and Targets
mm Ending Reserves = Minimum reserve target (25%) = Ending Reserves — Minimum reserve target (25%)
w 56.00 $6.00
E . $4.95 $4.81 §
= 55.00 = 4.95
= s 2 $4.81
$4.00 $5.00
$3.14
33.00 $3.64
$2.00 5400
$1.00
; $3.00 $3.18
$(1.00)
$2.00
$(2.00)
$(3.00) ($1.78) c100
$(4.00)
3.84
$(5.00) (53.84) $-
2018 2019 2020 2021 2022 2023 2024 2018 2019 2020 2021 2022 2023 2024
Fiscal Year Fiscal Year
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® Fiscal Sustainability Plan — July 2, 2019
" Review budget strategy scenarios
= Determine set of strategies that provide fiscal sustainability

* City Council Retreat Budget — August 15, 2019
= Review preliminary budget figures for 2020
= Establish budget priorities based on fiscal sustainability plan

Management 37
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Thank You!

Contact Information

Steve Toler, Partner

Management
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mailto:stoler@managementpartners.com

Questions & Answers
to City Council




Audience Questions

MC - Christine Butterfield, Management Partners

Questions or Comments

1. Raise your Hand - we will bring the
microphone to you

2. State your name
3. Briefly ask your question (1-2 minutes)



