


Reader’s Guide to the Budget

Introduction
This section includes the City Manager's message to the Mayor, Council, and citizens of the

community presenting the 2009 budget. Also included is this Reader’'s Guide, a description of the
budget process, listing of the council and staff, as well as the City’s commissions and committees.

Budget Summary and Forecast

This section begins with the ordinance passed by the council adopting the 2009 Budget. This
section also contains a summary of revenue, expenditure, and interfund transfer information which
has actual comparisons for three previous years. There are projected 2008 year end fund
balances, as well as FY 2009 resources and uses along with beginning and ending fund balances
by fund. Also included is a description of revenue sources as well as the City's Six-Year Financial
Planning Model.

Department Budgets

The Department Budgets section presents the 2009 budget for each Department within each Fund.
Each Department includes a mission statement, department overview, major activities, significant
budget issues, 2008 accomplishments, and 2009 goals. There are also charts comparing the
department’s expenditures with those in that fund, as well as all funds combined. A breakdown by
type of use is shown both in spreadsheet format and a bar graph. This is followed by a budget line
item breakdown.

Statistical

This section contains more information about Covington, personnel information, property tax
information, population, housing statistics, and workload indicators.

Appendix

This section contains the City of Covington’s vision statement, goals and objectives, financial
policies, and a glossary of budget terms.



Budget Process

Purposes of the Annual Budget
The 2009 annual budget, prepared by the Finance Department working with the City Manager and City
Council, seeks to achieve four major purposes:

Policy Development

The budget process brings to the City Council and the City Manager an opportunity to set and
review the goals, objectives, and strategies of the City, and the ability to direct its activities by
allocating resources. The budget affords an opportunity to review and establish policy for ensuing
years and may affect operations, service levels, and the financial wellbeing of the community.

Financial Planning

The budget also provides a financial plan to govern the fiscal operation of the City for the year. A
formal revenue estimate provides a listing of the available financial resources, explaining the basis
for estimating each source. Over time, the budget document will display a revenue history that
improves understanding of both the current year's needs and a longer term view of City programs
and resources.

Operations Guide

The budget is also the blueprint that governs the amount of service to be provided during the year,
and how that service is to be provided, e.g., by contract with another agency, the City’s own
personnel, or a combination. This direction is presented throughout the document with program
descriptions, staffing levels, charts, and services as legislative and administrative guidance to
department staff and the public.

Communications Device

The budget also provides a way for the City’s decision makers to communicate a great deal of
information regarding the scope and nature of the City’s activities. This information includes
priorities for service delivery, rationale for decisions made, and a vision for the future. The budget
is intended to provide an effective tool in helping citizens understand their City government, reasons
behind legislative decisions, and the basis for change as the need may arise.

The Process of Budget Development and Adoption

The general method by which budgets are developed is laid out in Washington State law. The law
prescribes the basis for forecasting revenue and preparing the budget; public access to the preliminary
budget; and much of the budget content. The budget message appearing at the beginning of this
document has been prepared by the City Manager.

The budget message must include an explanation of the document; an outline of recommended
financial policies and programs; reasons for changes from the prior year; and an explanation of
recommended major changes in financial policies. The City Council must schedule public hearings on
the budget and require the presence of staff to give information about the preliminary budget.

State law also requires that “any taxpayer may appear and be heard for or against any part of the
budget.” The City Council must adopt the budget no later than December 31.



During the budget year, the City Council may make certain amendments to the budget as they become
necessary. The general responsibility of administering the adopted budget, however, falls to the City
Manager, who is the chief executive officer.

The Process of Budget Adjustments & Amendments

Under the provisions of State law and the City’s operating procedures, the operating budget may be
adjusted or amended in two different ways. Adjustment of the budget involves a reallocation of existing
appropriations and does not change the budget “bottom line”. Amendment of the budget involves an
addition to or reduction of existing appropriations.

A. Adjustments — Under the first method, departmental expenditures and requirements are
monitored throughout the year. Certain departments may develop the need for additional
expenditure authority to cover unanticipated costs that cannot be absorbed within the budget,
while other departments will not require their full budget authorizations. The Finance
Department reviews and analyzes all department and/or fund budgets to determine what
adjustments are necessary and whether the adjustments can be made within existing
appropriation limits. These changes are then reviewed with the affected department and/or fund
managers. When an adjustment is needed, Finance staff will look first to savings within the
department; and then transfers between departments. No City Council action is needed as
State law allows budget adjustments to be done administratively.

B. Amendments — Amending the City’s budget occurs whenever the requested changes from
department and/or fund managers will cause the existing appropriation level for the fund to
change. This situation generally occurs when the City Council authorizes additional
appropriation. This is done by an ordinance that amends the original budget and states the
sources of fund for the incremental appropriations.

Budget Organization

The City’s financial structure is divided into funds. A fund is a fiscal and accounting entity with a self-
balancing set of accounts. In other words, revenue groups support identified sets of expenditures with
a stated balance. Funds are generally separated into four types:

Governmental Funds that account for the activities of the City that are of governmental
nature.
Proprietary Funds that account for the activities of the City that are of proprietary or

“business” nature.

Intergovernmental Funds that provide services to other funds of the City.
Service
Fiduciary Funds held by the City as a trustee, e.g., pension funds. The City of

Covington has none.

The City of Covington’s budget consists of twelve governmental funds: the General Fund, the Street
Fund, the Development Services Fund, the Parks Fund, the Capital Investment Program Fund, the
Cumulative Reserve Fund, the Contingency Fund, the Real Estate Excise Tax Fund 1% ¥4% Fund, the
Real Estate Excise Tax Fund 2" %% Fund, the Local Improvement District 99-01 Fund, the Local
Improvement District Guaranty Fund, the Long-Term Debt Service Fund; two intergovernmental service
funds: the Unemployment Insurance Fund, the Equipment Replacement Fund; and one proprietary
fund: the Surface Water Management Fund.



Basis of Budgeting and Accounting

This term refers to revenues, expenditures, expenses and transfers and the related assets and
liabilities that are recognized in the accounts and reported in the financial statements. Specifically, it
relates to the timing of the measurements made, regardless of the nature of the measurement, on
either the cash or the accrual method. The City’s funds are accounted for under the “modified accrual
basis.” Under this method, revenues and other financial resource increments are recognized when
they become susceptible to accrual—that is, when they become both “measurable” and “available” to
finance expenditures of the current period. Expenditures are recognized when the fund liability is
incurred.

Cities are divided into two categories as follows:

Category 1 - Cities with populations of 25,000 or more. Local governments in this category must
use a unique chart of accounts for budgeting and reporting in conformity with generally accepted
accounting principles (GAAP).

Category 2 — Cities and towns with populations under 25,000. Local governments in this category
may follow single-entry accounting and cash-basis reporting procedures that are not intended to
reflect financial condition and results of operations in conformance with GAAP.

Category 2 municipalities may use the system prescribed for Category 1 municipalities.

Although the City of Covington qualifies as a Category 2 city, the City has been reporting as a Category
1 since its inception. While this takes more resources, it is a valuable tool for the City since it provides
a higher level of accountability and a better overall picture of the City’s financial health.

Fund Descriptions

General Fund: This fund is used to account for and fund the day-to-day operations of the City. Items
such as supplies, utility payments, rent, salaries, and maintenance are paid for out of this fund. It is
supported by non-restricted revenues such as property and sales taxes, and shared revenues such as
liquor excise tax, and liquor profits.

Special Revenue Funds

Street Fund: This fund is used to provide for street maintenance within the City. It is funded by
restricted revenues such as gas taxes and local vehicle license fees - which are specifically intended
for this purpose.

Development Services Fund: This fund was created to track costs associated with building and
development within the City. Developers are billed for costs incurred by the City for outside consulting
plus staff time. The revenue received from developers is used to offset the City’s cost for development.
Any excess is utilized for General Fund operations as needed.

Parks Fund: This fund was created to track costs associated with parks and aquatics. These divisions
are funded by user fees and 20% of the sales tax revenue received by the City.

Surface Water Management Fund: This fund was created to provide maintenance for the surface water
management system. It is funded by surface water management fees collected by King County and
remitted to the City.

Contingency Fund: The Contingency Fund is used to accumulate monies with which to meet any
municipal expense, the necessity or extent of which could not have been foreseen or reasonable
evaluated at the time of adopting the annual budget or to provide monies for certain emergencies which



may arise. The amount accumulated shall not exceed the equivalent of thirty-seven and one half cents
per thousand dollars of assessed valuation within the City at such time.

Cumulative Reserve Fund: This fund is used to accumulate monies that in general terms can be used
for several different municipal purposes as well as for a very specific municipal purpose. The monies
accumulated in this fund shall never be expended for any other purpose or purposes than those
specified, without an approving vote by a two-thirds majority of the members of the legislative authority
of the City.

Real Estate Excise Tax Funds: These Funds are to account for the monies received by the City from
the implementation of an excise tax on real estate transactions within the City. Uses of these funds are
generally limited to financing certain capital projects specified in the City’'s Comprehensive Plan.
Currently, the City has implemented the maximum allowed by law of two %% for a total of ¥2%. Each
%% is accounted for separately.

Debt Service Funds

Local Improvement District Guaranty Fund: The Local Improvement District Guaranty Fund is used to
establish a guaranty account to provide a means of paying LID bond debt service obligations in the
event there are insufficient resources in the LID Control Fund to do so.

Long-Term Debt Service Fund: This Fund is used to account for the accumulation of resources for,
and the payment of, general long-term debt principal and interest.

Capital Projects Funds
Capital Investment Program Fund: This fund is where capital projects are budgeted. It is funded by
impact fees, grants, debt proceeds, and portions of utility tax monies.

Local Improvement District 99-01 Fund: The Local Improvement District Fund is used to account for
resources used to finance specific capital improvements, which are deemed to primarily benefit certain
properties located near the project. Although the bonds are secured by liens against assessed
properties, the City is required under State law to establish a guaranty account.

Internal Service Funds

Unemployment Insurance Fund: This Fund is used to account for charges to other departments to
accumulate sufficient resources to pay reimbursement of unemployment benefits paid by the
Employment Security Department of the State and chargeable to the City. The City has elected the in-
lieu contribution method for payment of unemployment compensation.

Equipment Replacement Fund: This Fund is required by state law and accounts for the
replacement of equipment in the City such as vehicles. It is funded by transfers from the
General Fund, Development Services Fund, Parks Fund, Street Fund, Surface Water
Management Fund, and Capital Investment Program Fund.

Performance Measures

The City’s performance measurement system is not about measuring, it's about improving. To do that
the City established some measurement criteria both City wide and for individual departments. This is
the City's first year implementing performance measures therefore all departments may not have
performance measurement data. We anticipate continuing to add to the data annually.

The measurement statistics are easily derived because the financial information and certain statistics
have been part of the budget document for a number of years. The measurement process is a matter
of dividing one already existing number by another already existing number to determine a new
measurement number. The number is not significant in itself. Two things are important: (1) what is the
trend and, (2) how does the City compare with a benchmark. The trend data helps determine whether
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the City is improving. The benchmark data provides a comparison to some outside indicator. The
benchmarks shown are derived from the average of four cities (Bonney Lake, Issaquah, Kent, and
Sammamish) which are some of the cities used when comparable data for our City is requested. As
the system is improved, industry standards may become benchmark data.

Each measurement is evaluated separately below and in the individual departments. In a newly
developing City like Covington, the goal may be to increase the measurement number because service
improvements are being requested. In a more mature City, the goal may be to decrease the
measurement number through the use of productivity enhancements.

2006 2007 2008 2009
City-wide Performance Measures Actual Benchmark! Actual Budget Budget
Bond Ratings? A3 A3 A3 A3
Assessed Value/Capita® 89,690 111,229 96,627 109,719 122,068
General Fund Expenditures/Capita* 270 845 274 366 388
Total Expenditures/Capita’ 842 1,418 1,398 1,435 862
General Fund Balance as % of GF Exp6 18% 31% 28% 30% 32%
Outstanding Debt/Capita’ 136 1,225 963 968 -
% General Fund Actual Revenues over Budget® 4% 7% 3% 7% -
% General Fund Actual Expenses under Budget’ 3% 12% 6% 3% -
City Employees/1000 Population10 3.0 7.8 2.7 3.0 3.0

Notes:

1. The benchmark consists of the average of four comparable cities (Bonney Lake, Issaquah,
Kent, and Sammamish) for fiscal year 2006.

2. The City’'s Moody’s bond rating was obtained in 2007 when the City went out for its first bond
issuance. Bonds that are rated A possess many favorable investment attributes and are to be
considered as upper medium grade obligations.

3. The City’s assessed valuation per capita is primarily related to real property inflation. The City's
economic development plan focusing on new commercial activity will try to increase the amount
toward the benchmark level.

4. General Fund expenditures per capita have been fairly constant and below the benchmark.

5. Total expenditures per capita include the City’s heavy emphasis on capital improvements for
2007 and 2008.

6. City policy requires a General Fund Balance be at least 10% of expenditures. The City
implements this policy throughout its six year forecast which is based on conservative revenue
and expenditure forecasts. Because of this, historical and budgeted amounts are maintained at
high levels to insure available funding for on going programs during a downturn in the economy.

7. The City has been increasing its debt for road construction projects to meet the demands of
development.

8. The City has a long history of conservative budgeting. On the revenue side, revenue is not
anticipated until it is pretty much guaranteed. The City likes its position of always exceeding the
estimates and hopes to continue this practice in the future.

9. The City has a long history of conservative budgeting. On the expenditure side, the City
budgets with inflationary factors built in.

10. FTEs per 1000 population have remained constant and are substantially below the benchmark
of our comparable cities.
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Due Date Responsibility Action

711 CM/Finance Formal budget call.

7 Fin/All Depts Training on Extended Budgeting Module.

July — Aug All Depts Complete Department Budgets per Budget Instructions; Base
budget worksheets and all forms are due to Finance including
decision cards, line-item detail, new employee requests
including job  descriptions and justifications, new
revenue/revenue enhancements, and capital outlay requests.
Final due date is Aug 31.

17-Jul All Depts Decision card list to the City Manager and Finance Director.

8/31 Finance/All Depts Complete 2009-2014 revenue forecast update. Expenditures
will be added after departments have completed their budget
review.

7/1-8/31 Fin/HR Develop Personnel Budget.

9/10 - 11 CM/Finance/Directors Department Budget Review Development Meetings. 2 half-day
meeting with all directors present.

9/12 — 10/9 Finance Prepare 2008 preliminary budget document. Preliminary
budget message to the CM the week of 9/22 for review.
WFOA Conference 9/16 -9/19.

10/1 * Finance Revenue and expenditure summaries are available and
presented to the City Manager for review. Comparative
revenue and expenditure reports are due at this time for the
last, current, and ensuing fiscal year.

10/14* CM/Fin Preliminary budget presented to City Council and copies made
available to the public.

10/21 City Council/CM Study Session to begin department presentations and budget
discussions

10/28 * CM/Council/Departments First public hearing on revenue sources including
consideration of possible increases in the property tax (prior to
setting property tax levy).

11/4 CM/Council/Departments Continue department presentations and budget discussions.

11/1-14+* CC/Fin Clerk publishes notice of filing of preliminary budget and
publishes notice of public hearing on final budget once a week
for two consecutive weeks.

11/18 City Council Complete department presentations. Budget discussions
continue

11/25* City Council Second budget public hearing. Property tax levy set. The
Council shall determine and fix by ordinance the amount to be
raised by ad valorem taxes.

12/2 City Council Budget deliberations continue (if needed).

12/9 * City Council Final budget deliberations. Budget Adoption.

12

* Required dates and/or actions required by state law.
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CITY OF COVINGTON
CITY COUNCIL

Top row (from left to right): Marlla Mhoon, David Lucavish, Jim Scott, and Wayne Snoey
Bottom row (from left to right): Mark Lanza, Mayor Margaret Harto, Mayor Pro Tem Jeff Wagner

CITY MANAGER
DEREK MATHESON

FINANCE DEPARTMENT STAFF

ROB HENDRICKSON FINANCE DIRECTOR
CASEY CAMP ACCOUNTANT
LINDSAY HAGEN FINANCE SPECIALIST

STACI CLES ACCOUNTING CLERK
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~ CITY OF COVINGTON ~
ORGANIZATION CHART by FUNCTION
January 2009

CITIZENS OF
COVINGTON
g J
CITY COUNCIL |
g J
{ Executive Department b
(4.5 FTES)

L City Attorney City Clerk }
(Under Contract) (1.95 FTESs)

[Community Development Finance }
(16 FTES) (4 FTESs)

[ Parks & Recreation Personnel J
(9.68 FTES) (2 FTEs)

[ Police Public Works J
(13 FTEs Under Contract) 13.87 FTESs)




ARTS COMMISSION

2009
Position  Name Term Exp Date
1 Betty Nomura 01/01/2010
2 Sagib Ahmad 01/01/2010
3 John Moore 01/01/2011
4 Gregg Lobdell 01/01/2011
5 Davi-Ann Mason 01/01/2012
6 Donna Tonella 01/01/2012
7 Ruth (Rudi) Sullivan 01/01/2012

Terms for the Arts Commission are three (3) years for adult members and one (1) year
for student members (January 1 — December 31)

Commission Meetings: 2" Thursday of the month at 6:30 p.m. in City Hall

Staff Contact: Pat Patterson 425-413-7665 x 303
ppatterson@ci.covington.wa.us
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COVINGTON ECONOMIC DEVELOPMENT COUNCIL

2009
Position  Name Term Exp Date
1 Barry Anderson 07/31/2010
2 Edwin Cook 07/31/2009
3 Bryan Collins 07/31/2009
4 Brian Pounder 07/31/2010
5 Rick Oliveira 07/31/2010
6 Pat Sullivan 07/31/2010
7 David Lucavish 07/31/2010
8 Keith Beach 07/31/2009
9 Jeff Prang 07/31/2009
10 Hugh Kodama 07/31/2009

Terms for the Covington Economic Development Council are two (2) years (Aug 1 — July 31)
Commission Meetings: 4™ Thursday of the month at 6:00 p.m. in City Hall

Staff Contact: Shalini Bansal 253-638-1110 x 3278
sbansal@ci.covington.wa.us

Chamber Contact: Tara Messer 253-631-6117
info@covingtonchamber.org
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PARKS AND RECREATION COMMISSION

2009
Position Name Term Exp Date
1 Conni Elliot 01/31/2011
2 Martin Larson 01/31/2011
3 David Aldous 01/31/2011
4 Elizabeth Fast 01/31/2009
5 Bryan Higgins 01/31/2010
6 Steven Pand 01/31/2010
7 Kollin Higgins 01/31/2010

Terms for the Parks & Recreation Commission are three years (February 1 — January 31)
Commission Meetings: 2" Thursdays of the month at 6:30 p.m. in City Hall

Staff Contact: Pat Patterson 425-413-7665 x 303
ppatterson@ci.covington.wa.us
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PLANNING COMMISSION

2009
Name Term Exp Date
Daniel Key (Chair) 08/31/2009
Paul Max 08/31/2009
Jim Moore 08/31/2011
Sean Smith 08/31/2009
Dan Thomason 08/31/2009
David Rudisill 08/31/2011
Sonia Foss 08/31/2011

Terms for the Planning Commission are four (4) years (September 1 — August 31)
Commission Meetings: 1% and 3" Thursdays of the month at 6:30 p.m. in City Hall

Staff Contact: Christy Carpenter 253-638-1110 x 2235
ccarpenter@ci.covington.wa.us
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YOUTH AND FAMILY SERVICES COMMISSION

2009
Position  Name Term Exp Date
1 Fran McGregor-Hollums 03/31/2011
2 Leslie Gibb 03/31/2011
3 Trudy Hendrix-Schefcik (Vice Chair) 03/31/2009
4 Kaitlin Hendrix-Beach 03/31/2009
5 Haris Ahmad 03/31/2009
6 Michelle Dimmett 03/31/2010
7 Shawn Curtis (Chair) 03/31/2010

Terms for the Youth and Family Services Commission are three (3) years for adult
members and one (1) year for student members (April 1 — March 31)

Commission Meetings: 2" Thursday of the month at 6:30 p.m. in City Hall

Staff Contact: Victoria Throm 253-638-1110 x 2237
vthrom@ci.covington.wa.us
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