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October 31, 2011
Dear Councilmembers and Citizens of Grandview:

ltés my honor to serve as your Mayor, and as
Grandview. It has been a true privilege to work with the Council, City Staff and the

Citizens of Grandview this past year. We have and continue to make some true

progress towards realizing our goal of building a more vibrant and family friendly
community for all of us to live, work and play in.

Before getting into the 2012 budget information, | would like to reflect on some of this

past year 6s acsfolowsl i shments, a

U Completion of the Alive Downtown Project

East Entrance Legion Memorial Project

East Wine Country Road Improvement Project

Commencement of the Community Center Project

Compl etion of the YVCC/City AGrandview Lib
Addition/expansion of the Fruit Smart Processing Plant

Creation of Gr aBdlvarecwonygy BDPGE&EI opment of Granc
Formation of the Grandview Transportation Benefit District

[t - et et et ent- N ent- A et

In addition to the above projects, the City was also successful in securing the following
grant funds:

0 $975,000 for the North Birch Neighborhood Improvement Project

0 Additional $60,000 in STP funds for the East Wine Country Road Improvement

Project

u
As in previous budget messages, the devel opme
is one of the most important responsibilities of any municipal government. The budget
is the plan and frame work the City utilizes to provide services to the citizens and also
promotes the quality of life that you expect and deserve. The City strives to spend tax
dollars frugally and wisely, and to stretch every dollar as far as it will go. Evidence of
our careful spending practices can be found each year when you review our annual
budget and note how much less is actually being spent as compared to what was
budgeted. The exercise of preparing the budget and the year long process of ensuring
expenditures balance within the budget are all focused on examining every aspect and
detail of the Cityos financi al pl an winth the
addition, the City continues to be proactive by taking various steps in reducing cost by
either staff reductions through attrition, reorganization and consolidation of duties or
modification of services in all departments.



In this budget message, | will comment on each of the key components that are
important to a comprehensive understanding of the proposed budget plan for the period
of January 1, 2012 to December 31, 2012. These key components are as follows:
U 2012 Budget Highlights
Enterprise Funds
Personnel
Revenue Enhancements
Capital Improvement Needs
Vehicle Replacement
Budget Message Summary/Recommendations

[t et ent Y an i et i e

2012 BUDGET HIGHLIGHTS

1 The proposed budget includes 2012 expenditures of $5,006,280 in the Current
Expense Fund, which represents a 3.56% increase over 2011 projected
expenditures and an increase of 3.26% from the adopted 2011 budget. The
projected 12/31/12 Current Expense Fund balance is $830,045, which represents
a fund balance equal to approximately 16% of proposed 2012 expenditures,
whi ch meets the City Council 0s direction
balance.

1 The 2011/2012 Budget Summary displays, over a 24 month period, fund
balances, revenues and expenditures for each fund. The purpose of this
document is to provide the Council and the public with a snapshot of the financial
conditions of our City over a period of time.

1 We estimate that property tax revenue for 2012 will remain near the 2011 level of
$1,360,000. This is due to a reduction in property assessed value of about 7%.
Property tax revenue represents about 28% of the Current Expense Fund
revenues. The estimated annual tax payment to the City for a house assessed at
$100,000 would be $338 or $28 per month. AttachmentAent i t |l ed #fAWher e
Your Tax Dol | amprep@redoto shavshowbtlee datal property taxes
paid by our residents are distributed.

1 We estimate that sales tax revenue will remain stable at approximately $470,000.
Actual sales taxes collected in 2010 were $475,859. The onset of the depressed
economy had a material effect on our sales tax collections in 2011 and we are
projecting no change for 2012. Sales tax revenue represents about 10% of the
Current Expense Fund revenue in 2012. Our estimates are cautious because of
the unknown impact of the continued weak economic climate.

1 Property taxes, sales tax, private utility taxes and city utility taxes are the primary
sources to pay for services in the Current Expense Fund and account for 78% of
total Current Expense Fund revenue. Attachment B displays the various
sources of revenue and their respective percentage allocations.

1 The primary service costs in the Current Expense Fund are related to public
safety services. Attachment C displays the various program service costs and
their respective percentage allocations.



1 The proposed 2012 budget provides full funding for the replacement of vehicles
and equipment, except for major fire apparatus. In 2012, there are planned
replacements of 6 pickup trucks, 2 police patrol cars, 1 tractor, a lton flatbed

tr uc k, a |l aptop computer and the wupgrade

systems. There is also planned replacement of 25 Bullet Proof Vests and
purchase of 6 Radios in the Police Department. The list of equipment proposed
for replacement is included as Attachment D.

1 The proposed budget contains funding to support several community programs
and/or organizations, including:

Association of Washington Cities i $6,718

Yakima Valley Conference of Governments i $7,189

Yakima County Development Association i $5,000

Yakima County Air Quality i $4,345

Yakima County Emergency Management i $7,486

DRYVE i $1,000

o0 ANE

1 The 2012 budget contains funding for a School Resource Officer with the costs
being shared 75% by the School District and 25% by the City.

1 As part of the budget process, Department Heads were asked to examine all
current rates for fees and charges to determine if adjustments needed to be
made. As a result of reviewing fees in the area, the proposed budget includes a
rate increase for water (6%) and wastewater (7%) fees.

1 The budget for 2012 is formatted into specific programs within each department.
The purpose of this approach is to identify and segregate services provided by a
department into program budgets, and to help understand the total costs of each
service. A program statement has been prepared for each separate program
budget to provide more detailed information.

ENTERPRISE FUNDS

Utility rate increases are needed to offset the increasing cost of labor, supplies, fuel,
and outside utilities. The base rates listed below are for a typical single family
residence. A water and sewer rate anal
firm Huibregtse, Louman Associates, Inc., in October 2011. This is done on an annual
basis to make certain that our various utility rates are sufficient to support operation and
maintenance and capital projects in the respective funds. The recommended 6% water
and 7% wastewater rate increases are based upon the engineer recommendations
reviewed with City Council in November of 2008 and updated annually. The 2011 rate
review and analysis is included as Attachment E. Also included as Attachment F is a
survey which shows 2011 and 2012 utility rates of similar sized cities in our area.

Proposed Proposed % 2011 2012 Last Rate Additional
Utility Rate Increase Rate Increase Rate Rate Increase Revenue
Solid Waste $0 N/A $13.50 $13.50 | 2008 N/A
Water $1.54 6% $25.66 $27.20 | 2011 $ 80,000
Wastewater $1.88 7% $26.86 $28.74 | 2011 $140,000
Irrigation $0 N/A $10.95 $10.95| 2011 N/A
TOTAL $3.42 N/A $76.97 $80.39 $220,000

ysis

\



PERSONNEL

The proposed budget provides for fifty nine (59) full-time employees in 2012 a reduction
of six (6) since 2006. As positions have become vacant, we have considered
alternative staffing strategies. These include the use of seasonal labor, or, in the case
of animal control and legal/prosecution services, contracting out that service. The
proposed budget includes no cost of living wage adjustments for all city employees.
The three (3) collective bargaining agreements expire on December 31, 2012.

Again this year, we will continue with the eliminated City Hall Receptionist position and
the combination of the City Administrator/Public Works Director position.

The proposed budget includes funds to cover an 11% increase in the health insurance
premiums based upon the 2011 rates of the current provider. However, the City is
currently exploring various options aimed at reducing or mitigating these costs including
alternative health care plans, modifying the structure of the plan, increasing employee
contributions, or a combination thereof.

REVENUE ENHANCEMENTS

As was mentioned earlier, one of our challenges as a City is to maintain current
services at their current level, particularly in the Current Expense Fund. Under current
state law, cities are quite limited in terms of options available to raise additional general
purpose revenue to fund services in the Current Expense Fund.

The information outlined below is meant to be for information purposes only:

REVENUE SOURCE APPROVING AUTHORITY COMMENTS

Utility tax on private utilities  Voters 1% increase = $175,000
Utility tax on public utilities City Councll 1% increase = $48,000
Vehicle license fee City Council $20/year = $180,000
Vehicle license fee Voters $100/year = $900,000
Property tax lid lift Voters 1% increase = $11,000
Real Estate Excise Tax City Councll 2" 1% increase = $30,000

CAPITAL IMPROVEMENT NEEDS
During the process of developing the proposed 2012 budget, a number of unfunded
capital improvements were identified.

The greatest challenge in this regard is in the areas of major fire apparatus, local
transportation infrastructure, parks restrooms and swimming pool upgrades. No
financing mechanism is currently in place to make certain that we, as a community, are
protecting these investments.

In 2007, the State Legislature adopted legislation providing for a local option vehicle
license fee. On March 8, 2011, the City Council adopted Ordinance No. 2011-9
creating the Grandview Transportation Benefit District. In turn on June 28, 2011, the
Grandview TBD established an annual vehicle fee in the amount of $20 which is

7



estimated to generate approximately $180,000 annually to be used only for
transportation improvements.

| would identify the following areas of major unfunded potential capital needs:

T
T
)l
)l
)l

Street renovations/reconstruction $9,000,000
Health and safety improvements in parks $ 500,000
Major fire apparatus $2,300,000
Swimming pool upgrade $3,500,000
Police station renovation/replacement unknown

SUMMARY/RECOMMENDATIONS

T

As has been the case in previous years, it continues to be a significant challenge
to sustain the current level of services in the Current Expense Fund with the
existing revenue stream. As previous | vy di scussed with
ongoing revenue sources are growing at the rate of approximately 1% to 2%2%
per year while the cost of maintaining current service levels increases about 3%
to 5% per year. Given this reality, our approach has been to reduce, eliminate,
or modify City services based on City Council service priorities. Also, we have
reduced the number of full-time City employees through attrition over the last five
(5) years.

In an effort to reduce 2012 Current Expense Fund Expenditures, only minimal
proposed capital items are included in this fund. Additionally, capital
replacements are either included in the EMS, Yakima County Law and Justice
Tax Fund, the Capital Improvement Fund or not funded at all. Ideally, the
Current Expense Fund should generate sufficient revenue so that capital outlay
items needed to deliver services can be funded from that fund. Under ideal
circumstances, the Capital Improvements Fund should only be used for major
capital projects.

Property tax revenues in 2011 and 2012 are expected to remain flat. As you may
recall, Initiative 747, passed by the voters in November 2001, limits property tax
levy increases to 1% per year, plus new construction.  While our levy increase
is capped at 1%, our cost of delivering services h as increased approximately
3.5% per year. This reality has necessitated the steps taken over the last several
years to reduce or modify services. Sales tax levels are established by the state
legislature, or are approved by the voters for specific purposes, such as criminal
justice or emergency medical services.

| wish to express my thanks to each Councilmember for their diligence and assistance
during the past year as we have worked together to respond to the increased challenge
of providing City services. To a great extent, our proactive approach over the last
several years has helped us deal with this challenging environment. We will meet on
Tuesday, November 8" and Tuesday, November 15" at 5:30 p.m. in the Council
Chambers at City Hall to review the proposed budget with Department Heads.

Respectfully submitted,

Mayor Norm Childress

t

he



ATTACHMENT A
2012 Budget

Where Does Your Tax Dollar Go?

For each $1.00 paid in property taxes, following is the distribution
to local and state agencies.

City of Grandview $ 0.286
Yakima County $ 0.154
Local & State School Total $ 0.525
Port of Grandview $ 0.034

TOTAL $ 1.000

Grandview School District $.34

%

'\ f :

State Schools $.19
City of Srandview $.29
* Yakima County $.15
Port of Grandview $.03

| RN PECER AN, B SRR WD NO RS
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Yakima County general, Emergency Services & Flood Control

Below is an illustration of the distribution of property taxes paid on a $100,000 valued parcel.

Assessed Value: $100,000.00

Tax Code Area 440 - City | 2011 |
Tax Levy Rates/$1,000 AV *

Non-Voted Voted Total Rate| Total Tax

City of Grandview 3.17 0.21 3.38 337.89
County Emergency Services - 0.21 0.21 21.48
County Flood Control 0.09 - 0.09 8.55
Grandview Port District #2 0.40 - 0.40 39.97
Grandview School M&O - 1.63 1.63 162.66
Grandview School Bonds - 2.36 2.36 236.34
State School Levy 2.21 - 2.21 220.87
Yakima County 1.47 0.05 1.52 152.03
Total 7.34 4.46 11.80 | 1,179.78

Local & State

* Rates rounded to nearest cent

City Total 337.89 29%
County Total 182.06 15%
School Total 619.86 53%

Port Total 39.97 3%

1,179.78 100%




ATTACHMENT B
2012 Budget

Current Expense Revenues

Revenue Type Amount
Property Taxes $ 1,360,000 28%
Sales Taxes 471,500 10%
Criminal Justice Tax 109,000 2%
City Utility Taxes 832,000 17%
Private Utility Taxes 1,025,000 21%
Other Taxes 1,000 <1%
Licenses & Permits 141,900 3%
Intergov. Revenues 299,700 6%
Charges for Services 112,175 2%
Fines & Forfeits 210,000 4%
Misc. & Other Rev. 214,950 4%
Total Revenue $ 4,777,225

Current Expense Fund Revenues

Miscellaneous Rev.,
4%

Fines & Forfeits, 4%

Property Taxes, 28%

Charges for Services,
2%

Intergov. Revenues,
6%

Licenses & Permits, 3%
Other Taxes, <1%

Private Utility Taxes,

21% Sales Taxes, 10%

Criminal Justice Tax,
2%

City Utility Taxes, 17%

10/13/2011
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ATTACHMENT C
2012 Budget

Current Expense Expenditures

Department/Services Amount
Police Department $ 2,625,850 52%
Fire Department 371,550 7%
Library Services 231,180 5%
Parks & Recreation 537,620 11%
Senior Center 21,030 <1%
Court & Legal 342,260 7%
Risk Management 168,320 3%
Code Enforcement 33,970 1%
See Note below *|General Government 635,890 13%
Animal Control 20,800 <1%
Graffiti Removal Services 15,810 <1%
Total Expenditures $ 5,004,280

Current Expense Fund Expenditures

. Graffiti Removal
Animal Control Services

<1% <1%

General Government

Risk Management
3%

Court & Legal
7%

Police Department
52%

Senior Center
<1%

Parks & Recreation
11%

Library Services
5% Fire Department

7%

* Note:  General Government includes the following services:

Legislative Services, Community Support Services, General Management

Services, Clerk Services, Accounting Services, Human Resource
Services, General Facilities Services, Planning Services, Economic

Development Services, Inspection & Permitting Services, Museum Services

transfers out to the Street Fund.
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ATTACHMENT D

Proposed 2012 Budget
Vehicle/Equipment Replacement

DEPARTMENT

VEHICLE/EQUIPMENT

FUNDING SOURCE

Insp. & Permits

2001 GMC Pickup

Equipment Rental Fund

Police 2007 Dodge Charger Equipment Rental Fund
Police 2007 Dodge Charger Equipment Rental Fund
Recreation 1999 Chev. Pickup Equipment Rental Fund
Parks Maint. 2001 Chev Pickup Equipment Rental Fund
All/City Clerk Network Software Upgrade & Laptop Equipment Rental Fund

Street Maint.

1980 MF Tractor

Equipment Rental Fund

Water 2000 Chev. Pickup Equipment Rental Fund
WWTP 2001 & 2002 Chev. Pickups Equipment Rental Fund
Garbage 1984 Ford 1ton Flatbed Truck Equipment Rental Fund
Police Bullet Proof Vests (25) Current Expense Fund
Police Radios (6) Current Expense Fund

12




ATTACHMENT E
2012 Budget

RATE ANALYSIS REVIEW
October 25, 2011
Project Background

In October 2008, Huibregtse, Louman Associates, Inc. (HLA), examined the projected 2009 revenues
and expenditures for Grandviewbs water and sewer
caused by the Wild River Foods fire and assumed they would not be back in operation. Had Wild River
Foods remained on operation, they would have generated an estimated $130,000 in annual water
charge revenue and $750,000 in annual sewer charge revenue. As a result of this significant loss of
revenue, a 5-year plan was developed to bring water and sewer revenues back to the level where each
department is self-sufficient.

Water and sewer departments are combined into a single fund, but the revenues and expenditures are
tracked separately. With the loss of revenue, the 2008 year-end sewer department balance became
negative. A goal of the October 2008 analysis was to generate enough sewer revenue to make the
sewer department self-sufficient (revenue exceeds expenditures) by the end of 2013. Under this
scenario, deficit spending would continue in the sewer department and the fund balance would continue
to decline until the end of 2013 when it would begin to build back to a positive balance. Fortunately, the
water department balance was large enough to meet this deficit.

Water Department

The water department had (and continues to have) a significant fund balance of about $2 million, which
provides flexibility in addressing the | ost revert
System Plan, and included the recommended capital improvements in the water system cash flow
analysis. The City had committed $335,000 in water funds to the CDBG neighborhood improvement
project, and future water system improvements were assumed to be financed with a low-interest loan.

Based on the October 2008 analysis, we recommended water rates be increased 6% per year from

2009 through 2013, and the City moved forward with this recommendation.

Sewer Department

Three options were considered in October 2008 to generate the needed sewer revenue and each
option included returning the industrial sewer rates to the 2007. The idea of returning to the 2007
industrial rates was based on the fact those rates were in place before significant revenues were
generated as a result of the Wild River Foods operation. The options presented were:

Option 1: Return industrial charges to 2007 rates (which is equivalent to a 33% increase to the
remaining industrial dischargers), increase domestic rates 33%, and follow with 4 successive years of
4% increases to all users. The net effect would be a 56% increase to all users over a 5-year period.

Option 2: Return industrial charges to 2007 rates, increase domestic rates 20%, and follow with 4
successive years of 6% increases to all users. The net effect would be a 68% increase to industrial
users and a 52% increase to domestic users over a 5-year period.

Option 3: Return industrial charges to 2007 rates, increase domestic rates 10%, and follow with 4
successive years of 7.5% increases to all users. The net effect would be a 78% increase to industrial
users and a 47% increase to domestic users over a 5-year period.

The City of Grandview selected Option 2. While Option 1 would raise revenues faster, it did not allow
for a nAwai't and seed0 approach in the event athot h
more of the burden on industri al users and incre

13



Option 2 struck a balance in these areas and was chosen as the preferred option to offset the
significant revenue loss.

Beginning in 2009, water and sewer rate increases have matched the recommendations presented
above.

October 2011 Analysis

Our recent analysis included the following major work items:

A review of 2011 revenues and expenses;

Projection of 2011 year-end revenues and expenses using historical seasonal distribution of
water consumption, sewer discharges, and expenditures;

1 Review of the proposed 2012 water and sewer budget;

1 Examination of current and proposed capital improvements; and

1 Preparation of a cash flow analysis to review projected revenue needs.

1
1

In 2008, our rate analysis recommended significant water and sewer rate increases over a 5-year
period because of the loss of revenue caused by the fire and closure of Wild River Foods. Deficit
spending was proposed in both the water department and the sewer department, and it was hoped that
the end of the 5-year period (2013) each department should be self-sufficient and rate increases
thereafter would be needed to keep pace with inflation. Our recent review considered continuing with
that approach. However, the analysis also relies on reasonable revenue projections, and 2011
revenues appear to be lower then previously estimated. For purposes of our review, we considered the
affect of lower revenues.

To examine the effects on rates, three different cases were considered.

Case 11 Construct Capital Improvements as Planned

9 Significant capital improvements are proposed for the water system. A copy of Table 8-1,
Schedule of Recommended Improvements REVISED, listing those improvements from
Grandviewbs approved Water System Plan is
been revised to reflect completed work, as well as include the new North Birch CDBG
Improvement project. The schedule and funding of the improvements is based on matching the
schedule proposed in the Water System Plan to the maximum extent practicable.

1 2012 sewer system capital improvements consist of funding the sewer department share of the
North Birch CDBG project and upgrades to the primary clarifier sludge pumping station at the
wastewater treatment plant. Future sewer department capital improvement projects are
included as a $75,000 annual expense beginning in 2015.

Case 21 Delay Construction of Capital Improvements

1 In this case, water system capital improvements are delayed, which allows funds to accumulate
t o of f set t he Cityobs cont r i-lb 8chedden of Rewomrhemadzd
Improvements DELAYED is attached. Estimated costs have been adjusted for inflation to the
year of construction. The North Birch CDBG Improvement is included in this case, as is the
required update to the Water System Plan.

1 Like Case 1, 2012 sewer system capital improvements consist of funding the sewer department
share of the North Birch CDBG project and upgrades to the primary clarifier sludge pumping
station at the wastewater treatment plant. However, no future sewer department capital
improvement projects are included.

14
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Case 31 Rate Increase Weighted Toward the Sewer Department

T

1

Although the water and sewer departments are combined into a single fund, the water
department has been subsidizing the sewer department beginning in 2008 with the loss of Wild
River Foods sewer revenue. One method to restore the balance between the water and sewer
departments is to increase the sewer rates more than the water rates. This case examines the
possibility of a rate increase weighted toward the sewer department.

For Case 3, proposed water and sewer system capital improvements are the same as Case 1.

Cash flow analyses for each of the above cases are attached for reference. Though a significant
amount of detail is provided in the tables, a few key items are worth noting:

1 The sewer department balances are shown to be negative. Since the fund is combined, the
negative balance is internal to the fund and shown to demonstrate that the sewer department
expenses are exceeding revenue.

1 The 2011 charges for service are lower than expected for both the water and the sewer
departments. The water revenue is about $46,000 below projections and sewer revenue is
about $295,000 below projections.

1 The water department and sewer department contributions to the proposed North Birch CDBG
improvement project are included as capital expenses in 2012.

1 Upgrades to the primary clarifier pump station are included as a sewer expense in 2012.

1 The sewer department pays off the PWTF portion of the sewer debt in 2016, reducing annual
expenses by about $240,000. The revenue bond portion of the sewer debt is paid off in 2019,
further reducing sewer expenses by $540,750 per year.

1 All of the cases reduce the ending fund balance in 2014 to around $360,000. This fund balance
is about 9% of the combined water and sewer department user charge revenue, which is lower
than desired. A typical minimum balance ranges from 15% to 25%, which provides two to three
months of reserve.

Results

A table showing projected rate increases for each of the cases described above is attached.

Water Department

1

Our cash flow analysis includes the 2012 North Birch CDBG Improvement Project funded in part
using $217,000 from the water department. This amount provides a local match to a $975,000
Community Development Block Grant.

We previously recommended that water rates be increased 6% per year from 2009 through
2013. Since projected water revenues and expenditures are in line with previous projections,
the City could implement a 6% water rate increase for 2012 and continue to construct capital
improvements similar to the recommendations found in the Water System Plan (see Table 8-1,
Schedule of Recommended Improvements REVISED).

If the City elects to delay construction of the water system capital improvements (see Table 8-1,
Schedule of Recommended Improvements DELAYED), the City could implement a 2% increase
in 2012.

An option available to the City is to weight the rate increases toward the sewer department. A
minimum of a 1.5% water rate increase in 2012 is recommended if Grandview elects to move in
that direction.

15



Sewer Department

9 Our cash flow analysis includes the 2012 North Birch CDBG Improvement Project funded in part
using $217,000 from the sewer department. This amount provides a local match to a $975,000
Community Development Block Grant.

1 At this time, our analysis does not include future improvements to the Euclid Lift Station or to the
wastewater treatment plant.

1 We previously recommended that in 2009 industrial sewer charges be returned to 2007 rates,
domestic sewer rates be increased 20%, followed by with 4 successive years of 6% increases
to all users through 2013. Since projected revenues are below previous projections, it may be
necessary to continue the annual 6% another 3 years through 2016.

9 If no future sewer department capital improvements are made, it may be possible to reduce the
annual rate increases in 2015 and 2016 to 4%, rather than 6%.
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