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BUDGET OVERVIEW

The Budget Overview section summarizes
the Mayor’s Proposed 2019-20 Biennial
Budget and provides comparisons to
previous years’ revenues, expenditures,
fund balances and staffing. It outlines
summarized budget data for the General
Fund, including a discussion of budgetary
assumptions, revenue projects and major
expenditure changes. An overview of the
remaining funds is presented by fund
classification. Lastly, this section contains
high level capital investments and debt
management discussions.
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INTRODUCTION

The following pages outline the Mayor’s Proposed 2019-2020 Biennial Budget. The proposed budget includes
necessary expenditure reductions and revenue increases to address the challenge of expenses increasing at a
faster rate than revenues. It is a balanced budget and reflects the ongoing commitment to providing valuable
government services to our residents and businesses in a cost-effective and efficient manner, progresses our
city’s strategic planning and respects the opinions of our residents.

Public Safety for our residents, businesses and visitors continues to be the City's highest priority, with signifi-
cant resources allocated for that purpose. Remaining services and programs, not impacted by reduction, are
maintained at their current level, adjusted for necessary increases for inflation, labor cost changes and contract
requirements. Funding for new initiatives was based on need, value to the public and alignment with Council’s
strategic framework. All are backed by sustainable revenues.

All budgets are developed within a budgetary framework designed to ensure consistency with the Revised
Code of Washington (RCW) requirements, budgeting standards and fiscal policies. Specific information for the
following components can be found in the Budget Framework section of this document.

¢ Budget Calendar and Process

¢ Fiscal Policies

¢ Fund Structure, including Basis of Accounting
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EXPENDITURE AND REVENUE HISTORY

Ll
; The City-Wide Expenditures and City-Wide Revenues graphs below demonstrate the City’s expenditure and
(-'4 revenue history for the past ten years for the General Fund and total Other Funds. These graphs reflect the slow
g growth of the City following the Great Recession. Total amounts can and will vary from year-to-year, usually
(o] due to the level of major construction activity, the issuance of bonds or bond refunding, acceptance of grant
E awards and the initiation of major new service responsibilities.
O
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MAYOR'’S PROPOSED BUDGET

The 2019-2020 Biennial Budget by Fund, 2019-2020 Biennial Revenue and Expenditure Summary and
Financial Organization Chart present the City-wide Mayor's proposed budget.

2019-2020 BIENNIAL BUDGET BY FUND

Projected Projected
Beginning Ending
Fund Fund
Balance Balance

Changein

Revenues Expenditures Fund

Balance

General Fund $ 22,219,700 $ 214,033,490 $ 214,033,490 $ 22,219,700 $ -

Special Revenue Funds

Street Operating 3,585,290 35,671,340 35,671,340 3,585,290 -
LEOFF1 Retiree Benefits 2,020,150 2,382,540 2,872,710 1,529,980 (490,170)
Lodging Tax 355,920 595,500 585,590 365,830 9,910
Youth / Teen 99,110 1,913,740 1,913,740 99,110 -
Capital Resources 15,448,830 31,724,290 38,743,850 8,429,270 (7,019,560)
Criminal Justice 7,406,390 12,800,830 11,927,310 8,279,910 873,520
Comm Dev Block Grants 2,350,380 2,350,380 - -
ShoWare Operating 2,603,320 2,300,000 2,548,620 2,354,700 (248,620)
City Arts Program 526,160 220,770 220,770 526,160 -
Debt Service Funds
Non-Voted 1,442,720 19,333,460 18,406,200 2,369,980 927,260
Special Assessments 611,650 2,098,560 1,903,620 806,590 194,940
Capital Projects Funds
Street Capital Projects 13,973,320 13,973,320 - -
Parks Capital Projects 6,710,000 6,710,000 - -
Other Capital Projects 99,390 99,390 - -
Technology Capital Projects 4,500,000 4,500,000 - -
Facilities Capital Projects 4,350,000 4,350,000 - -
Enterprise Funds
Water Utility 13,241,690 77,992,940 82,943,890 8,290,740 (4,950,950)
Sewer Utility 4,479,000 64,899,970 64,579,770 4,799,200 320,200
Drainage Utility 12,748,000 69,129,570 74,746,270 7,131,300 (5,616,700)
Solid Waste Utility 488,420 1,250,000 1,222,770 515,650 27,230
Riverbend Golf Complex (1,105,780) 8,484,200 8,582,900 (1,204,480) (98,700)
Internal Service Funds
Fleet Services 2,830,310 13,758,530 14,019,150 2,569,690 (260,620)
Central Services 3,382,730 18,699,100 19,520,070 2,561,760 (820,970)
Facilities 2,455,220 11,529,950 11,705,800 2,279,370 (175,850)
Insurance 7,677,330 38,386,780 38,704,650 7,359,460 (317,870)
City-Wide Total $102,516,160 $ 659,188,650 $ 676,835,600 $ 84,869,210 $(17,646,950)
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MAYOR'’S PROPOSED BUDGET

=

Ll

E 2019-2020 BIENNIAL REVENUE AND EXPENDITURE SUMMARY

il

> Spedal Debt Capital Internal

E General Revenue Service Project Enterprise Service Total All

tlp.l Fund Funds Funds Funds Funds Funds Funds

() Est Fund Balance 1/1/2019  $ 22,219,700 § 32,045,170 $ 2,054,370 $ - $.29,851,330 $ 16,345,590 $102,516,160

-

(o] Revenues
Taxes 169,419,380 40,914,620 3,255,180 213,589,180
Licenses and Permits 14,572,890 1,059,890 145,060 15,777,840
Intergovernmental Revenue 9,389,950 8,243,600 1,891,360 796,340 20,321,250
Charges for Services 12,137,100 1,657,110 156,648,060 26,221,620 196,663,890
Fines and Forfeitures 2,263,320 5,058,270 1,170 7,322,760
Miscellaneous Revenue 4,421,110 2,164,740 2,098,560 (3,025,050) 10,861,020 46,726,220 63,246,600
Transfers In 1,829,740 30,861,160 17,442,100 32,657,760 54,101,370 5,375,000 142,267,130

Total Revenues 214,033,490 89,959,390 21,432,020 29,632,710 221,756,680 82,374,360 659,188,650

5

() Expenditures

% Salaries & Benefits 117,413,770 31,073,670 22,537,790 18,533,710 189,558,940

A Supplies 5,970,220 2,630,160 4,013,255 4,668,910 17,282,545

3 Services & Allocations 53,115,920 13,160,480 96,498,695 52,711,050 215,486,145

E (apital 1,964,250 28,674,660 43,504,000 5,186,000 79,328,910

uxJ Debt Service 49,600 18,406,200 11,450,590 1,100,000 31,006,390

B Transfers Out 37,533,580 47,956,150 1,903,620 958,050 54,071,270 1,750,000 144,172,670

E Total Expenditures 214,033,490 96,834,310 20,309,820 29,632,710 232,075,600 83,949,670 676,835,600

O

Expenditures by Department

= City Council 914,560 914,560
C) Administration 5,867,210 50,000 5,917,210
g Economic & Community Dev 15,635,830 15,635,830
o Finance 6,852,000 782330 7,634,420
ﬂ Fire Contracted Services 7,784,050 7,784,050
4 Human Resources 4311,490 2,872,710 38,704,650 45,888,850
g Information Technology 874,720 4,500,000 18,737,740 24,112,460
o Law 3,523,930 1,690,900 5,214,830
2 Municipal Court 7,148,900 7,148,900
g Parks, Rec & Comm Services 37,857,630 3,623,190 11,060,000 8,230,640  11,705800 72,477,260
< Police 85,463,500 10,184,370 95,647,960
E Public Works 1,733,030 31,104,170 13,973,320 212,424370 14,019,150 273,254,040
o Non Departmental 36,066,460 47,308,970 20,309,820 99,390 11,420,590 115,205,230
g Total Expenditures 214,033,490 96,834,310 20,309,820 29,632,710 232,075,600 83,949,670 676,835,600
§ Changeiin Fund Balance (6,874,920 1,122,200 (10,318,9200  (1,575,310)  (17,646,950)

Est Fund Balance 12/31/2020  $ 2) 719,700 $ 25,170,250 § 3,176,570 $ - $.19,532,410 § 14,770,280 $ 84,869,210




MAYOR'’S PROPOSED BUDGET

FINANCIAL ORGANIZATION CHART

2019-2020

Proposed City-Wide Expenditures
$676,835,600

General
Fund
$214,033,490

Human Resources
$4,311,490

Information
Technology
$874,720

Law
$3,523,930

Municipal Court
$7,148,900

Parks, Rec & Comm
Svc
$37,857,630

Police
$85,463,590

Public Works
$1,733,030

Non-Departmental
$36,066,460

-

Debt Service
Funds
$20,309,820

Spedial Revenue
Funds
$96,834,310

Capital Project
Funds
$29,632,710

Special Assessments

$1,903,620
Other Capital
$99,390
Technology Capital
Youth/Tee $4,500,000
$1,913,7
Facilities Capital
Capital Resources $4,350,000
$38,743,850 \ )
Criminal Justice
$11,927,310
Enterprise Internal Service
Block Grants Funds Funds
$2,350,380 $232,075,600 $83,949,670
ShoWare Operating
$2,548,620
City Arts
$220,770

$19,520,070
Drainage Utility Facilities
$74,746,270 $11,705,800
Solid Waste Utility Insurance
$1,222,770 $38,704,650
Riverbend Golf
Complex
$8,582,900
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BUDGET OVERVIEW
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2019-2020 MAYOR'’S PROPOSED BUDGET

FUND BALANCE

For governmental funds, fund balance refers to the difference between current financial assets and liabilities.
Since all related assets and liabilities are not reported for governmental funds, fund balance is considered more
of a liquidity measure than a net worth measure. Credit rating agencies monitor fund balance levels and
strongly consider unrestricted fund balance when determining a local government’s creditworthiness. Fund
balance is also important to guard against unanticipated events that would adversely affect the financial
condition of the City and jeopardize the continuation of necessary public services. There are five classifications
of fund balance:

¢ Non-spendable—resources that cannot be spent because of form (e.g. inventory, prepaid amounts) or
because they must be maintained intact.

¢ Restricted—resources with limitations imposed by creditors, grantors, laws, regulations, or enabling
legislation.

¢ Committed—resources that can only be used for specific purposes pursuant to constraints imposed by
formal action of the highest level of decision-making authority—the City Council. These amounts
cannot be used for any other purpose unless the City Council removes or changes the specified use by
taking the same action it employed to previously commit the amounts.

¢ Assigned—resources that are intended to be used for specific purposes, but is neither restricted or
committed.

¢ Unassigned—resources that are not non-spendable, restricted, committed or assigned to specific
purposes.

For proprietary funds (e.g. water, sewer and drainage utilities), the difference between current assets and
current liabilities is called working capital. As with fund balance in a governmental fund, this measure indicates
relative liquidity, is considered by credit rating agencies in evaluating creditworthiness and is important in
mitigating unanticipated events and ensuring stable services and fees.

The following tables summarize fund balances for city operating funds. An overall total is not provided as each
fund, with very few exceptions, is legally restricted.

¢ Fund Balances - 5 Year History demonstrates the year-ending fund balances beginning in 2013 and
ending with the estimated 2018 balance.

¢ Fund Balances - 2019-20 Biennial Adjustment begins with the estimated fund balance at the end of
2018. Adding 2019 revenues and subtracting 2019 expenditures results in an estimated 2019 ending
fund balance and these steps are repeated for 2020.

¢ Fund Balances—Change in Ending Fund Balance compares 2018 ending fund balance with 2019
budgeted ending fund balance.



FUND BALANCE

FUND BALANCES—5 YEAR HISTORY

2013 2014 2015 2016 2017 2018 Est

General Fund

General Fund $9,497,964 $11,312,140 $15,372,499 $19,987,728 $21,595,174 $22,219,700

M3INY3IANO0 13D5ANnAa

Special Revenue Funds

Street Operating 916,269 1,196,234 4,092,055 3,977,113 5,873,486 3,585,290
LEOFF 1 Retiree Benefits 862,223 1,031,026 1,093,532 1,174,261 1,296,372 2,020,150
Lodging Tax 193,663 371,803 394,516 469,387 457,557 355,920
Youth / Teen 157,337 147,063 121,275 91,130 104,887 99,110
Capital Resources (7,426,649)  (3,299,461) 5,775,064 11,277,727 15,646,334 15,448,830
Criminal Justice 1,509,236 2,193,069 3,981,627 5,697,717 7,197,004 7,406,390
Environmental Fund 3,826 3,826 3,826

Housing and Comm Dev

City Arts Program 184,691 281,177 364,242 436,914 526,158 526,160
ShoWare Operating (2,456,087) 19,990 1,596,543 2,147,074 2,518,894 2,603,320

Debt Service Funds

Voted Debt Service 1,083
Non-Voted Debt Service 183 8,329 521,394 986,220 1,442,720
Special Assessments 3,614,956 4,302,699 2,070,434 1,188,906 582,661 611,650

Enterprise Funds

Water Utility 3,339,820 6,204,899 8,285,372 11,761,566 13,088,191 13,241,690
Sewer Drainage Utility 5,694,993 10,080,781 10,162,058 11,735,778 16,675,150 17,227,000
Solid Waste Utility (365) 302,528 479,431 488,420
Golf Complex (2,653,878)  (2,853,332) (3,043,675) (3,768,128) (3,816,932) (1,105,780)

Internal Service Funds

Fleet Services 2,444,480 2,936,027 4,301,237 5,134,423 5,869,149 2,830,310
Central Stores (87,039) (67,334) (46,226) (63,568) (3,113) 2,890
Information Technology 1,122,778 1,942,421 2,808,737 3,640,615 3,593,294 3,379,840
Facilities 1,265,533 1,772,015 1,672,947 2,340,684 2,316,961 2,455,220
Unemployment 471,907 740,157 1,038,938 1,332,446 1,424,508 1,376,420

Workers Compensation 702,401 2,128,253 2,541,813 2,305,514 2,374,326 1,509,330
Emp Health & Wellness 7,117,378 6,933,915 6,122,922 4,681,152 2,960,567 2,918,740
Liability Insurance 3,503,130 2,503,778 2,452,656 1,754,057 1,661,132 1,345,200
Property Insurance $ 176960 S 236,644 S 348579 $ 531,548 $§ 652,035 $ 527,640
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FUND BALANCE

FUND BALANCES—2019-2020 BIENNIAL BUDGET

Enfl(i)l: : IE=:tnd 2019 Enfi(i: . E:tnd 2020 Enfl(i): . IE=:tnd
9 9 Rev - Exp 9

Balance Balance Balance

Rev -Exp

General Fund

General Fund $22,219,700 $ - $ 22,219,700 $ - $ 22,219,700

Special Revenue Funds

Street Operating 3,585,290 - 3,585,290 - 3,585,290
LEOFF 1 Retiree Benefits 2,020,150 (243,410) 1,776,740 (246,760) 1,529,980
Lodging Tax 355,920 3,640 359,560 6,270 365,830
Youth / Teen 99,110 - 99,110 - 99,110
Capital Resources 15,448,830 (4,397,540) 11,051,290 (2,622,020) 8,429,270
Criminal Justice 7,406,390 430,170 7,836,560 443,350 8,279,910
Housing and Comm Dev

City Arts Program 526,160 526,160 526,160
ShoWare Operating 2,603,320 (273,790) 2,329,530 25,170 2,354,700
Non-Voted Debt Service 1,442,720 463,500 1,906,220 463,760 2,369,980
Special Assessments 611,650 185,920 797,570 9,020 806,590
Enterprise Funds

Water Utility 13,241,690 (6,634,440) 6,607,250 1,683,490 8,290,740
Sewer Utility 4,479,000 152,160 4,631,160 168,040 4,799,200
Drainage Utility 12,748,000 (6,334,450) 6,413,550 717,750 7,131,300
Solid Waste Utility 488,420 18,460 506,880 8,770 515,650
Golf Complex (1,105,780) (151,580) (1,257,360) 52,880 (1,204,480)

Internal Service Funds

Fleet Services 2,830,310 712,410 3,542,720 (973,030) 2,569,690
Central Stores 2,890 59,800 62,690 60,970 123,660
Information Technology 3,379,840 59,550 3,439,390 (1,001,290) 2,438,100
Facilities 2,455,220 (83,570) 2,371,650 (92,280) 2,279,370
Unemployment 1,376,420 (51,910) 1,324,510 (52,810) 1,271,700
Workers Compensation 1,509,330 (362,980) 1,146,350 (375,450) 770,900
Employee Health & Wellness 2,918,740 153,870 3,072,610 444,080 3,516,690
Liability Insurance 1,345,200 (206,910) 1,138,290 135,520 1,273,810
Property Insurance $ 527,640 $ (690) $ 526,950 $ (590) $ 526,360



STAFFING
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As the population of the City has increased, the demand for city services has risen correspondingly. The FTEs o
per 1,000 Population chart below reflects the total number of funded FTE from 2011 and the number of FTE ﬁ.}
per every 1,000 in population. The number of funded FTEs has risen by 86 since 2011. At the same time, the =]
number of FTE per population has fallen, 5.7 per thousand in 2011 as compared to 5.5 per thousand in 2020. 2
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STAFFING

The following Percent Change in Staffing chart demonstrates the percent change in City staffing since 2011 in
budgeted positions. The major fluctuations include:

# Between 2010 and 2014, the effects of the Great Recession, the change from origin based to destination
based sales tax and the significant declines in revenue which accompanied both, required the City to
reduce staffing levels to adjust to available resources. To the extent possible, the City attempted to find
reductions through vacant positions and attrition. However, these reductions did require lay-offs of filled
positions.
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¢ The up-tick in 2011 includes budgeted positions as a result of the Panther Lake Annexation. Many of these
positions were left vacant as a result of the fiscal difficulties described above and were eliminated in the
subsequent budget processes.

# Recent increases reflect additions to respond to service level requirements and strategic program creation
and/or enhancements.

PERCENT CHANGE IN STAFFING
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STAFFING

The following City-Wide Staffing by Department, Positions Summary by Department, City-Wide Staffing
by Fund, Positions Summary by Fund and Position Changes by Department charts and tables provide
further detailed information on staffing as proposed with the 2019-2020 Mayor’s proposed budget.

CITY-WIDE STAFFING BY DEPARTMENT—2019-20 BIENNIUM TOTAL

Economic &
Parks, Recreation & Community Dev

Comm Svcs 16% 6%

M3IAY3AO0 135And

Information
Technology

5%
' Finance Municipal Court 3%
5%

Other 9%
Police 31%
2%
City Council 0.001%

Public Works 28%

POSITIONS SUMMARY BY DEPARTMENT—FULL TIME EQUIVALENTS (FTEs)

2018 2018 2018 2019 2019 2020 2020
Adopted New Total Request Proposed Request Proposed
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City Council 0.75 (0.25) 0.50 0.50 0.50 —
Administration 12.00 0.50 12.50 - 12.50 (1.00) 11.50 ~
Economic & Comm Dev 43.75 3.25 47.00 47.00 47.00 j
Finance 38.00 38.00 38.00 (1.00) 37.00 @)
Human Resources 15.60 15.60 15.60 (0.60) 15.00 ;
Information Technology 37.00 37.00 37.00 37.00 g
Law 16.80 16.80 1.00 17.80 17.80 ‘é
Municipal Court 20.28 20.28 (0.53) 19.75 19.75 a
Parks, Rec & Comm Svcs 115.76 115.76 (1.10) 114.66 - 114.66 I
Police 212.75 1.00 213.75 5.28 219.03 3.00 222.03 %
Public Works 197.00 197.00 2.50 199.50 199.50 6'
Total FTEs by Dept 709.69 4.50 714.19 7.15 721.34 0.40 721.74 =
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STAFFING

CITY-WIDE STAFFING BY FUND—2019-20 BIENNIUM TOTAL

Drainage Utility
5%  Utility Clearing

Street Operating 5
()

10% Information Technology

5%
General Fund .

56%

BUDGET OVERVIEW

Water Utility
4%

POSITIONS SUMMARY BY FUND—FULL TIME EQUIVALENTS (FTEs)
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2018 2018 2018 2019 2019 2020 2020
Adopted New Total Request Proposed Request Proposed

= General Fund 393.86 4.50 398.36 3.25 401.61 0.60 402.21
% Street Operating 74.25 74.25 2.00 76.25 76.25
g Criminal Justice 27.14 27.14 3.00 30.14 0.50 30.64
0 Housing & Comm Dev 5.48 5.48 5.48 5.48
a Street Capital Projects 4.00 4.00 4.00 4.00
(o] Parks Capital Projects 1.00 1.00 1.00 1.00
8 Water Utility 27.66 27.66 1.00 28.66 28.66
g Sewerage Utility 13.08 13.08 13.08 13.08
!{" Drainage Utility 34.51 34.51 34.51 34.51
(e} Solid Waste Utility 4.50 4.50 4.50 4.50
: Golf Complex 9.60 9.60 (1.60) 8.00 8.00
= Fleet Services 10.00 10.00 10.00 10.00
§ Information Technology 36.00 36.00 36.00 36.00
N Facilities 23.00 23.00 23.00 (1.00) 22.00
.°-‘ Insurance 2.00 2.00 2.00 2.00
8 Utility Clearing 42.61 42.61 (0.50) 42.11 0.30 42.41

VNET Agency 1.00 1.00 1.00 1.00

Total FTEs by Fund 709.69 4.50 714.19 7.15 721.34 0.40 721.74
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STAFFING

POSITION CHANGES BY DEPARTMENT—FULL TIME EQUIVALENTS (FTEs)

2019 2020
Proposed Proposed
Administration
Communications Coordinator (1.0)
Executive Assistant/Mgmt Analyst (1.0)
Administrative Assistant 2 - Body Worn Cameras/In Car Video 1.0

Administrative Assistant 2 (1.0)

Human Resources

HR Analyst (0.6)

Prosecuting Attorney - Body Worn Cameras/In Car Video 1.0

Municipal Court

Court Security Officer (0.53)

Parks, Recreation & Comm Svcs

Maintenance Worker 4 1.0
Maintenance Worker 2 - Shift from 75% Parks/25% PW to 100% Parks 0.5

Maintenance Worker 3 (Facilities) (1.0)
Assistant Golf Pro - .85 FTE to 1.0 FTE 0.15

Golf Maintenance Worker 3 (1.0)

Golf Accounting Services Assistant 3 (0.75)

Police Officers 3.0 3.0
Court Security Officer 0.53

Parking Enforcement Officer 0.75

Camera Technician - Body Worn Cameras/In Car Video 1.0

NOLONIHSYM “INIM 40 ALID

Maintenance Worker 2 - Sign Shop 2.0

Term Limited Maintenance Worker 1 1.0

Maintenance Worker 2 - Shift from 75% Parks/25% PW to 100% Parks (0.5)

Total FTEs by Dept 7.15 0.40
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PROPERTY TAX

Ll
> PROPERTY TAXAND ASSESSED VALUATION
i
p— Property tax is the largest source of revenue in the General Fund. The King County Assessor values and
(@) provides information to the City of Kent on their determination of property values within city limits. The
E growth in Property Tax revenue is dependent upon both the assessed valuation of property (provided by the
(L) King County Assessor) and the tax rate. In 2018 and for the fifth straight year, assessed valuation increased
a from the i
previous year.
= y
2]
ASSESSED VALUATION (AV)
$ inBillions
25
20 185 19.4 20.4
16.3
13.1 12.7 14.1 15.0
15 R
10
5

2011 2012 2013 2014 2015 2016 2017 2018 2019Est 2020 Est

The Percent Change in Assessed Valuation chart below reflects the percentage change in the assessed
valuation for the City of Kent. Between 2010 and 2014 the effects of the Great Recession saw property values
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drop. The 2011 percent change in valuation includes the property values for the Panther Lake Annexation area.
The Panther Lake Annexation increased the City of Kent's total property valuation by nearly $2 billion in 2011
and the chart below reflects the net change to the overall property valuation in the City from the previous year,
inclusive of the Panther Lake area. The 2019 and 2020 assessed valuations are estimated to increase by 5
percent each year.

PERCENT CHANGE IN ASSESSED VALUATION

% Change
20%

13.4%
159
% 11.9% 11.2%

0 8.6%

10% : 7.0% 3 3
5.3% l 5.0% 5.0%

. [] 1 H B

0% R

5% -2.9%
-10%

2019-2020 MAYOR'’S PROPOSED BUDGET

-5.8%

2011 2012 2013 2014 2015 2016 2017 2018 2019Est 2020Est
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PROPERTY TAX

State law provides that the maximum growth in property tax revenues from existing property is the lesser of
one percent or the percentage increase in the Implicit Price Deflator (IPD). Of the total tax levies collected, 46
percent are voter approved and 56 percent are statutory levies. As the Property Tax Distribution chart below
reflects, the City of Kent receives only 13 percent of the total amount of property tax paid by residents.

PROPERTY TAX DISTRIBUTION—2018 LEVY RATES

The property tax in the 2019-2020 Mayor’s proposed budget includes the statutory increase of one percent
growth plus new construction. The Property Tax AV & Rates table below presents comparative detailed rate
information for 2018 and estimates for 2019 and 2020.
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City of Kent
13%

Kent School District
34%

Port of Seattle 1%

Fire District
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King County 11% I
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Kent School District levy rateis used in thisgraph. The levy rates for other school districts vary, which may
resultin a slightly different percentage distribution for each school district.

PROPERTY TAX AV & RATES

City of Kent Share Only 2018 2019 Est 2020 Est
Assessed Valuation in thousands ¥ $ 18,523,329 $ 19,449,496 $ 20,421,970
General Levy Rate ($2.325 max) ® 1.62704 1.56832 1.51592

Estimated Cost On:
Median Home Value $527 $533 $541

NOLONIHSYM “INIM 40 ALID

W Assessed valuation for 2019 and 2020 is estimated to increase by 5% each year.
® 2018 Levy Rates per King County Assessor's Office.

©© 2018 median home value is $324,000, per King County Assessor's Office. 2019 and 2020 are
estimated to increase by 5% each year.
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SALES TAX

Ll

; The City of Kent receives revenues for three primary types of sales tax; regular sales tax, criminal justice local

o option sales tax and lodging tax.

L

>

o REGULAR SALES TAX SALES TAX DISTRIBUTION

ta

(T In 1970, the legislature granted cities the right to tax

(] retail sales at a rate of 0.5 percent, of which 15 :

- . . Regional

o percent would be passed to their respective Transit
counties. In 1982, the rate was increased to 1.0 Authority N
percent, again with 15 percent of this amount 14% lgn(:
passed on to counties along with a .01 percent King 9%

County

administrative fee passed to the state Department of
Revenue. This effectively leaves the city with tax

A

revenue of 0.84 percent of retail sales.

CRIMINAL JUSTICE LOCAL OPTION
SALES TAX

Under RCW 82.14.450(2)(a), the city council has the
authority to present to the voters a sales tax option

of up to 0.1 percent, for criminal justice purposes.

Kent voters have authorized this 0.1% additional 65%

sales tax and the associated revenues are allocated
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to the Criminal Justice Fund accordingly.

LODGING TAX

The lodging tax, also referred to as the hotel-motel tax, is a consumer tax on lodging charges for periods of less
than 30 consecutive days for hotels, motels, rooming houses, private campgrounds, RV parks, and similar
facilities. The guiding principle for the use of lodging taxes is that they must be used for activities, operations
and expenditures designed to increase tourism. Specifically, lodging taxes can be used for tourism marketing.
All lodging tax revenues are allocated to the Lodging Tax Fund for these purposes.

2019-2020 MAYOR'’S PROPOSED BUDGET
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SALES TAX

The following tables, Sales Tax Revenue History and Sales Tax Revenue History by Fund, illustrate the
amount of total sales tax revenue received from the various forms of sales taxes and to which funds they were
allocated over the past 10 years, respectively. Both charts exclude annexation sales tax credits.

SALES TAX REVENUE HISTORY

$ in Millions
25

20
15

10

g g g g T Y

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Budget ProposedProposed

=@— Sales Tax - Regular ~ =@= Sales Tax-Crim Justice Lodging Tax

SALES TAX REVENUE HISTORY BY FUND

$in Millions
20

15

10

| LI
ERR SRR NERERNREI

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Budget Proposed Proposed

B General Fund B Capital Resources Fund Criminal Justice Fund B Lodging Tax Fund
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UTILITY TAX

Utility tax makes up 19 percent of General Fund revenues. The utility taxes are comprised of two types of taxes,
external and internal. The external revenues are levied upon residents and businesses. The internal revenues
are levied on the City’s internal utilities.

EXTERNAL UTILITY TAX

The City taxes the maximum allowable rate of six percent on cable, electricity, gas and telephone. Garbage is
taxed at 18.4 percent, 10.6 of which was authorized in 2015 and is allocated to the maintenance and repair of
residential streets. The majority of the revenue collected from the cable utility tax goes to fund IT operations
and capital projects., the remainder goes to annexation in the General Fund.

BUDGET OVERVIEW

EXTERNAL UTILITY TAX RATES

General Youth/Teen
Street Fund IT Fund
Fund Fund
% Cable 1.2% 4.8% 6.0%
T Electricity 4.7% 1.0% 0.3% 6.0%
% Garbage 6.5% 11.6% 0.3% 18.4%
2 Gas 4.7% 1.0% 0.3% 6.0%
= Telephone 4.7% 1.0% 0.3% 6.0%
= ]
=z
L
i
S INTERNAL UTILITY TAX
-
()

The City currently taxes each internal utility according to the Internal Utility Tax Rates table below. Overall,
four percent is allocated to the Capital Resources Fund. After the payment of all capital debt, unless otherwise

allocated by Council, the remaining funds are to be equally applied to information technology programs and
street capital programs. An additional two percent combined is allocated to the Capital Resources Fund and
will sunset when the debt in this fund is paid in full, which is expected to occur in 2020. The remaining amount
is allocated to the General Fund, Street Fund and Youth/Teen Fund.

INTERNAL UTILITY TAX RATES

2019-2020 MAYOR'’S PROPOSED BUDGET

20

Water
Sewer
Drainage

(A)

General
Fund

5.7%
4.2%
8.6%

average for all utilities combined

Street Youth/Teen

Fund Fund
1.0% 0.3%
0.7% 0.2%
1.5% 0.4%

Capital Resources Fund

4% for
(A)

Capital
4.0%
2.9%
6.0%

2% for
Debt
2.0%
1.5%
3.0%

Total

13.0%
9.5%
19.5%



UTILITY TAX

UTILITY TAX REVENUE HISTORY

$ in Millions

12

10

S

2 ® ———0 ® >0 o

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Budget Proposed Proposed

=@- Internal Utilities =@= Electric & Gas Garbage Telephone =@= Cable

UTILITY TAX REVENUE HISTORY BY FUND

$ in Millions

20

15
10
| LLLLLI
I I IIIl [l [l [l | B O

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Budget ProposedProposed

B General Fund ™ Street Fund Youth/Teen Fund Capital Resources Fund ™ IT Fund
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BUDGET OVERVIEW
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2019-2020 MAYOR'’S PROPOSED BUDGET
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B&O TAX

The City began collecting taxes from those who engage in business activities within the City in January of 2013.
There are five types of B&O tax classifications:

¢ Manufacturing ¢ Retailing ¢ Square Footage

¢ Wholesaling ¢ Service & Other
From the programs inception through 2016, revenues were first allocated to program administration, then $4.7
million toward street projects and any remaining revenues were transferred to the Capital Resources Fund.
Beginning in 2017, all revenues minus those for program administration were allocated to street projects. A
2019 square footage increase was adopted by Council in November 2017 and is dedicated to capital purposes.

The 2019-2020 Mayor's proposed budget allocates these monies to parks capital projects. Another square
footage tax increase is proposed for 2020, with the additional revenues dedicated to general operations.

B&O0 REVENUES

$ in Millions

15
. /
“—

5
- o =0 o= —r—e ® O
2013 2014 2015 2016 2017 2018 2019 2020
Budget  Proposed Proposed
=@=— B&0O Tax =@= Penalties & Interest
B&O0 ALLOCATION
$ in Millions
10
8
6
4
2 | I |

2013 2014 2015 2016 2017 2018 2019 2020
Budget Proposed Proposed

B Transfer to General Capital Program Administration Cost M Transfer to Street Projects

Transfer to Parks Capital B General Operations



GENERAL FUND

As the name implies, the General Fund is the fund that receives most of the City’s undesignated revenues
which are available to be used for any appropriate governmental purpose. This fund finances the majority of
the traditional services associated with local government. Due to the flexibility in General Fund resources,
much of the Mayor’s as well as the Council’s budget deliberations center around this fund.

GENERAL FUND REVENUES

General Fund revenues are increased from the 2018 adjusted budget of $103,130,990 to a budgeted amount of
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$107,718,120, for a total increase of $4,587,130 or 4.4 percent. However, 2018 estimated year end revenues are
$4,898,870 favorable to budgeted levels. This represents a decrease in 2019 as compared to 2018 estimated
year end revenues of $281,880 or less than .1 percent.

GENERAL FUND REVENUE SUMMARY

2018 2019 2018 vs 2019 2020 2019 vs 2020

Budget Proposed $ Change % Change Proposed $ Change % Change N

Property Taxes $ 29532710 $ 29978040 S 445330 15 % $ 30427820 § 449,780 15 % %
Sales Taxes 21,100,310 21,770,980 670,670 3.2 19,888,010 (1,882,970) (8.6) )
Utility Taxes 19,150,880 19,596,150 445,270 23 19,578,290 (17,860) (0.1) S
B&0 Taxes 8,890,480 11,500,000 2,609,520 29.4 14,900,000 3,400,000 29.6 ;
Other Taxes 879,260 882,650 3,390 0.4 897,440 14,790 1.7 5
Licenses and Permits 5,695,870 7,082,370 1,386,500 243 7,490,520 408,150 5.8 (o)
Intergovemmental Revenue 7,946,370 6,713,830  (1,232,540)  (15.5) 2,676,120 (4,037,7100  (60.1) f;
Charges for Services 5,844,610 6,011,180 166,570 2.8 6,125,920 114,740 1.9 ;
Fines and Forfeitures 1,565,970 1,131,660 (4343100  (27.7) 1,131,660 0 - g
Miscellaneous Revenue 1,574,530 2,135,530 561,000 35.6 2,285,580 150,050 7.0 (o}
Transfers In 950,000 915,730 (34,270) (3.6) 914,010 (1,720) (0.2) m
Total Revenues $103,130,990 $107,718,120 $4,587,130 44 % $106,315370 $(1,402,750) (13) % 3
| S
ﬂ

Revenue projections for the 2019-2020 proposed budget continue to be based largely on the following as- -1

sumptions:
¢ Thelocal economy will continue to see gradual but modest improvement over the biennium

¢ Inflation will be moderate over the next two years giving only a modest boost to sales taxes, intergov-
ernmental revenues and charges for services

¢ Short term interest rates will remain low but with moderate rate increases in 2019 and 2020
¢ Streamlined Sales Tax mitigation will end in 2019

¢ Current percentage growth caps on property and utilities will remain unchanged
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GENERAL FUND

Significant revenue changes from the 2018 adopted budget are outlined below. Changes that are considered
over and above normal baseline adjustments are summarized in the Major Revenue Changes-General Fund

table on the following page.

*

Property Tax revenue is expected to increase by 1.5 percent, which reflects the 1 percent allowed by
statute plus the effect of new construction.

Sales Tax revenue is budgeted to increase by 3.2percent over the current 2018 budgeted amount. In
addition to a modest increase in 2020, the sales tax budget is further impacted by 1) changes to the
allocation of sales tax between the General Fund and The Capital Resources Fund and 2) a 50 percent
reduction of the Panther Lake annexation sales tax credit, which is set to expire in June 2020. Both
topics are discussed in more detail in the “Taxes” section on page 26.

Utility Tax revenue is estimated to increase overall by 2.3 percent over the 2018 budget, including
adjustments to budget in line with 2018 year end estimates and trend.

B&O Tax revenue is budgeted to increase by 29.4 percent in 2019 as compared to the 2018 budgeted
amount, due to an increase in the square footage rates that were approved by Council in late 2017.
Another 29.6 percent increase is expected in 2020, again due to an increase in the square footage rates.
Additional details are provided in the “Taxes” section on page 26.

Licenses and Permits revenue is estimated to increase by 24.3 percent from the 2018 budget, which
includes inflationary water franchise fee increases. The budget also includes a volume adjustment of
$1.2 million in order to budget closer to 2018 year end estimates, while maintaining a conservative ap-
proach.

Intergovernmental revenue reflects a decrease of 15.5 percent in 2019 and 60.1 percent in 2020, due
to elimination of streamline sales tax mitigation from WA State. Under the WA State budget currently
in effect, these monies are eliminated beginning Q4 2019. The City is actively working with the legisla-
ture to have this funding re-instated during the next legislative session.

Fines and Forfeitures is budgeted to decrease 27.7 percent, bringing budget in line with 2018 year
end revenue estimates.

Miscellaneous revenue reflects a 35.6 percent increase over the 2018 budget, including adjustments
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