CITY OF

ISSAQUAH

WASHINGTON

AT A GLANCE:

e Building permit
revenue continues
to perform
strongly due to the
expansion of a
large construction
project in the
Issaquah Highlands
and single family
development.

Sales tax revenue
continues its
upward trend with
an increase in tax
related to the
construction and
retail trades
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2013 Second Quarter

Financial Status Report

Introduction

he Quarterly Financial Status Report

provides a summary budget-to-actual
comparison of revenue and
expenditures for the General Fund and
Utility Funds through the end of the most
recently completed fiscal quarter.

. . Sunflowers at Issaquah Farmers’ Market
Revenue and expenditure comparisons

are also made to the same period in prior years. Relevant statistical
summaries are provided if deemed pertinent.

In addition, an update on the current national and local economic
outlook is provided.

Performance at a Glance

Year-to-Date Compared to

Performance Budget
General Fund Expenditure vs. Budget Neutral -0.5%
General Fund Revenue vs. Budget Neutral 0.8%
Tax Revenue Performance 1.2%
Utility Funds Expenditures vs. Budget -3.4%
Utility Funds Revenues vs. Budget 2.1%

Key to ExpenditureTrend Indicators Key to Revenue Trend Indicators

Neutral =variance of -1.0%to 1.0% Neutral =variance of -1.0%to 1.0%

= variance >-1.0%

Warning =variance >1.0%

HONNINACIN = v ariance > 1.0%

Warning =variance >-1.0%



Year-to-Date
General Fund Actual

Revenue 17,423,730
Expenditures 16,908,909
Net Difference $ 514,821

Four-Year Comparison of Actual Expenditures & Revenue Through Second Quarler

General Fund 2010 Actual 2011 Actual 2012 Actual 2013 Actual
Revenue $ 14,986,764  $ 16,206,211 $ 15,717,086 $ 17,423,730

Expenditures $ 14,969,442  $ 15,293,636 $ 15,272,690 $ 16,908,909

$ 17,322 $ 912,575 S 444396 S 514,821

2013 SECOND QUARTER
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General Fund: Revenue from All Sources

Actual for the Year-to-Date Year-to-Date %
Revenue Source Quarter Actual Budget of Budget

Property Tax $ 3,402,728 % 3,718,493 % 7,129,954 52%
Sales Tax $ 1,867,260 % 3,963,992 % 8,194,000 48%
B&O Taxes $ 586,410 % 1,226,735  $ 2,450,000 50%
Utility Taxes $ 1,198,075  $ 2,377,304 % 4,365,000 54%
Other Taxes $ 60,215  $ 83,955 % 190,000 44%
Total Taxes $ 7,114,687 % 11,370,479  § 22,328,954 51%
Building Permits $ 632,319 $ 1,134,541 % 1,765,238 64%
Engineering/Inspection Fees $ 361,457 % 619,381 % 1,150,500 54%
Licenses & Other Permits $ 80,233 $ 171,649 % 337,000 51%
Plan Check Fees $ 174,511 $ 304,857 % 115,000 265%
Total Licenses & Permits  § 1,248,520 $ 2230428 $ 3,367,738 66%
Federal Grants $ 1,540 % 5785 % 15,000 39%
Sales Tax Mitigation $ 139,855 % 279,394 % 500,000 56%
Other Govt'l Revenue $ 135,794 % 246,601 % 495,000 50%
Total Intergovt'| Revenue § 277,188 $ 531,780 $ 1,010,000 53%
Jail Services/Fees $ 363,993 % 665,393 % 1,595,000 42%
Municipal Court Fees $ 228,736 % 459,057 % 1,322,500 35%
Recreation/Pool Fees $ 460,527 % 1,149,712 $ 2,268,500 51%
Rents & Leases $ 238,173 % 436,785 $ 687,600 64%
Other Fees & Charges $ 188,469 $ 358,208 % 620,800 58%
Total Fees & Charges $ 1,479,898 $ 3,069,155 § 6,494,400 47%
Investment Interest $ 10,539 % 55,473  $ 256,100 22%
Miscellaneous Revenue $ 15,575 % 19,515 % 61,322 32%
Operating Transfers In $ 73,450 % 146,900 $ 1,057,800 14%
Total Other Revenue § 99,564 $ 221,888 $ 1,375,222 16%
Total General Fund Revenue $ 10,219,856 S 17,423,730 S 34,576,314 50%

2013 SECOND QUARTER
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beneral Fund Revenue: Major Revenue Sources

Four-Year Comparison of Actual Revenue Received Through Second Quarter
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$0

Property Tax Sales Tax B&O Taxes Utility Taxes Building  Jail Services Municipal Parks & Rec
Permits Court Fees

B&0 Taxes by Category: 4-Year Comparison of Revenue Received Through 2nd Quarter

Business Categories 2009 2010 2011 2012 2013
All Other Businesses $ 246,442 $ 260,142 $ 285809 $ 312262 $ 313,929
Manufacturing $ 121908 $ 148752 $ 180,184 $ 164897 $ 154,695
S e 1S W 3 s da s a7
Retail Services $ 46,524 % 49,635 % 39,679 % 23,308 % 28,589
Retailing $ 478210 $ 529919 $ 611,632 $ 508316 $ 575992
Wholesaling $ 197258 $ 136315 $ 169,110 $ 122406 $ 137,125

2013 SECOND QUARTER
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beneral Fund Revenue: Sales Tax Analysis

R etail sales tax is the largest source
of revenue for the City’'s General
Fund. Total year-to-date collection of
$4,949,779; or 47.2% of total budgeted
retail sales tax. In comparison to the
previous year, the City collected
$623,025 or 14.4% more.

The City is projecting sales tax
revenues to be right on target with
budget projections at year-end.

RetailTrade, 56%

Sales Tax by Category

Accommodation &
Food Services, 9%

Wholesale Trade, 5%

Professional, Scientific
& Technical, 2%

Information, 4%

All Other Categories,

Construction, 12%

The City of Issaquah receives the

Yoo oDt R O i 2nd Quarter majority, 68%, of its retail sales tax from
$4.000,000 two categories: Retail Trade — 56% and
Construction — 12%.
$3,000,000 S2/BIFSILS
52,495,465 2,000 601 Retail trade sales tax revenue for the
$2209339  $2.261,640 year to date through June 30th is
$2.000,000 | - 13.05% higher than the same period
last year.
31,0000 171 B Construction-related sales tax for the
year to date through June 30th is 23.9%
% higher than the same period last year.
2007 210 ! o 20 This large change is due to the volatility
of construction-related projec’rs. Year-to-Date Riggj;gjgzgh 2nd Quarter
$2,000,000
In 2011 the city received $1,563,973 in
construction-related sales tax due to Sl
the development of Swedish Hospital F1-2000%
and Issaquah Highlands. Construction-
related sales tax in 2012 decreased by $1,000,000

68.7% compared to 2011. There is an
increase in activity for 2013 which
reflects the improvement of the local
economy and addifional new
construction activity in the city.

$500,000

$789,120
$649,669 $607.328
$490,191 [
2009 2010 2011 2012 2013

i
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Actual Year-lo-Date Expenditures & Revenue as a Percenlage of Budgel

54%

15 49% 104
- 50% 1 48%
47%
44%
2009 2010 2011 2012 2013

«t=Revenue -=E~Expenditures

Department Expenditures & Percent of Annual Budget Remaining - Year-lo-Date

Other General Govt'l $1,809,439, 43%

Parks & Recreation $3,183,426, 57%

Economic Development 229,654, 63%

$
Development Services $2,414,174, 47%

Human Services

$200,652, 58%
Communications $99.094, 62%
Fire 230, 50%
Police $3.952,295, 53
City Clerk $162,802, 54%
Information Technology $336,630, 56%
Human Resources $159,688, 69%
Legal $234,320, 50%
Finance $575,449, 41%
Executive $620,058, 41%
Municipal Court $366,902, 55%

City Council $36,102, 53%

$0 $2,000,000 $4,000,000 $6,000,000 $8,000,000 $10,000,000

B YTD Actual Expenditures B Budget Remaining
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General Fund Departmental Expenditures: Budgetl to Actuals

Actual for the Year-to-Date Year-to-Date %
Departiment Name Quarter Actual Budget of 2013 Budget
City Council $ 16,730 $ 36,102 % 76,039 47%
Municipal Court $ 169,026 % 366,902 % 809,010 45%
Executive $ 332,181 % 620,053 $ 1,051,542 59%
Finance $ 185334 $ 575449 $ 980,907 59%
Legal $ 138821 % 234320 % 465,000 50%
Human Resources $ 60,892 $ 159,688 $ 520,306 31% (a)
Information Technology $ 157,498 % 336,630 $ 766,536 44%
City Clerk $ 58,454 % 162,802 $ 356,656 46%
Police $ 1,635913 §$ 3,952,295 $ 8,440,846 47%
Fire $ 1,264,115  $ 2,528,230 $ 5,063,217 50%
Communications $ 47978 $ 99,094 % 259,101 38% (b)
Human Services $ 137829 % 200,652 % 472,270 42%
Development Services  $ 1,054,782 % 2414174 % 4,529,880 53%
Economic Development $ 96,695 % 229,654 % 623,672 37% (b)
Parks & Recreation $ 1,395,050 $ 3,183,426 % 7,388,609 43%
Other General Gov 'l $ 704,473  $ 1,809,439 $ 3,162,735 57%
Total GF Departments S 7455770 S 16,908,909 S 34,966,326 48%

Department Expenditures: Explanation of Significanl Budget Variance

(a) Human Resources 31% - Health change.
Reimbursement Account (HRA) expenses
have been historically budgeted and (o) Communications & Economic
expended in the Human Resources Development 38% and 38% - 2013 is the first
department budget. Beginning in 2013, the full year for these departments. Their
expenses will be distributed to the budget was established without the benefit
individual department budgets. A mid- of historical averages. Future budgets will

year adjustment will be made to reflect this reflect actual expenditure patterns.



PAGE 8 2013 SECOND QUARTER

Utility Funds Performance: Expenditures

| n the first quarter of 2013, the City changed This change in the accounting process was
how it reports year-end expenditures. The primarily visible in the charts and tables that
timeline for the reporting was adjusted to better  compare first quarter of 2013 to the historical
match the expenditure to the fiscal year in percentage of budget expended for each
which it was incurred. fund.

Utility Operating Funds Year-to-Date Expenditures: Budget to Actual

2nd Quarter Total Year-to- % of Total
Utility Fund Name Actual Date Actual Total Budget Budget Used
Water $ 1,334,643  $ 3,031,774  $ 6,712,495 45%
Stormw ater $ 841,631 $ 1,799,454 % 4,276,792 42%
Sewer $ 1,800,883 % 3312990 $ 7,850,675 42%

Actual Expenditures as a Percentage of Budgel Through Second Quarter

4-year
Utility Fund Name 2010 2011 2012 2013 Average
Water 45% 46% 49% 45% 46%
Stormwater 50% 50% 46% 42% 47%

Sewer 47% 49% 47% 42% 47%
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Four-Year Comparison of Actual Expenditures Through Second (uarter
$5.,000,000
@ 2010 m 2011 m 2012 m 2013
$4,000,000
$3.000,000
$2,000,000
$1,000,000
$0
Water Stormwater Sewer
%% % %
Utility Fund Change Change Change
Name 2010 Actual 2011 Actual from 2010 2012 Actual from 2011 2013 Actual from 2012
Water $ 3,224,492 $ 2,840,222 -12% $ 2,995,857 5% $3,031,774 1%
Stormw ater $ 2,035,687 $ 2,114,086 4% $ 1,843,479 -13% $1,799.454 -2%
Sewer $ 3,104,694 $ 3,412,843 10% $ 3,401,517 0% $3,312,990 -3%
e 2011 Sewer includes a METRO pass- e 2013 Sewer includes a METRO pass-
through increase of 13.2% through increase of 10.4%
I
/
\ /

- s e e . -
2013 SECOND QUARTER



Utility Funds Performance: Revenue
Actual Revenue Received Through Second Quarter 2013: Distribution by Utility

45%

Utility Funds Year-to-Date Revenue: Budget lo Actual

2nd Quarter Total Year-to- % of Total
Utility Fund Name Actual Date Actual Total Budget Budget Used

Water $ 1,398,169  $ 2845865 % 6,358,424 45%
Stormw ater $ 1,006,302 % 2,121,512 % 4,284,812 50%
Sewer $ 1,957,898 % 3,617,227 % 7,647,774 47%

|

\

\

2013 SECOND QUARTER S -
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Utility Funds Actual Revenue as a Percentage of Budget Through Second Quarter

4-year
Utility Fund Name 2010 2011 2012 2013 Average
Water 37% 38% 40% 45% 40%
Stormw ater 51% 49% 50% 50% 50%
Sewer 46% 47% 46% 47% 47%
Four-Year Comparison of Actual Revenue Through Second (uarter
- % %
Utility Fund Change Change Change
Name 2010 Actual 2011 Actual from2010 2012 Actual from 2011 2013 Actual from 2012
Water $ 2,382,533 $ 2,315,203 -3% $ 2,535,042 9% $2,845,865 12%
Stormw ater $ 2117177 % 2,015,810 -5% $ 2,096,674 4% $2,121,512 1%
Sewer $ 3,101,036 $ 3,363,559 8% $ 3,293,679 -2% $3,617,227 10%
$5,000,000
m2010 2011 m 2012 m 2013
$4,000,000

$3,000,000

$2,000,000

$1.000,000

$0
Water

o Water revenue reflects a 9% rate increase which began

with the February 2012 bill

Stormwater Sewer

e Sewer revenue includes a METRO pass-through increase
of 13.2% in 2011 and 10.4% in 2013
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 Individual Utility Funds Performance

Water Operating Fund Expenditures and Revenue
Through 2nd Quarter

\

$8,000,000

$6,000,000

$4,000,000

$2,000,000

$0

Expenditures

O Quarter  HBYear-to-Date

Revenue

B Annual Budget

2nd Quarter Total Year-to- % of Total
Water Operating Fund Actual Date Actual Total Budget Budget Used
Revenue $ 1,398,169  $ 2,845,865 % 6,358,424 45%
Expenditures $ 1,334,643 % 3,031,774 $ 6,712,495 45%
Net Difference $ 63,527 S (185,910) S (354,071)

_—_—_—___—_—__—_—_—_—_—_—_—_—_—_—_—__—_—_,

-~



Individual Utility Funds Performance

Stormwater Operating Fund Expenditures and Revenue
Through 2nd Quarter

$6,000,000
$4,500,000
$3,000,000
$1,500,000

$0

Expenditures Revenue
B Quarter BYear-to-Date B Annual Budget
Stormwater 2nd Quarter Total Year-to- % of Total
Operating Fund Actual Date Actual Total Budget Budget Used

Revenue $ 1,006,302 $ 2,121,512 $ 4,284,812 50%
Expenditures $ 841,631 $ 1,799,454 $ 4,276,792 42%

Net Difference $ 164,671 S 322,058 S 8,020

/
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: Individual Utility Funds Performance

Sewer Operating Fund Expenditures and Revenue
Through 2nd Quarter
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%0 Expenditures Revenue |

|

B Quarter MBYear-to-Date @ Annual Budget I

|

|

2nd Quarter Total Year-to- % of Total l

Sewer Operating Fund Actual Date Actual Total Budget Budget Used |
Revenue $ 1,957,898 % 3,617,227 $ 7,647,774 47% :
Expenditures $ 1,800,883 % 3,312,990 $ 7,850,675 42% |
Net Difference $ 157,015 S 304,237 S (202,901) :

|

|

|

|

|
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% % %
Change Change Change
Sewer 2010 Actual 2011 Actual from 2010 2012 Actual from 2011 2013 Actual from 2012

KC Mefro

Expenses $ 2,147,992 $ 2,438,665 14%  $ 2,364,870 -3%  $2,149,557 -9%
% of Total Expenses 69% 71% 70% 65%
Revenue $ 2,155,729 $ 2,418,163 12%  $ 2356,126 3% $2,623,980 11%

% of Total Revenue 70% 72% 72% 73%

A A % of
Sewer Fund Change Change 2012 Total 2012
Revenue 2010 Actual 2011 Actual from 2010 2012 Actual from 2011 Budget Budget

METRO $ 2155729 $ 2,418,163 12%  $ 2,356,126 3%  $2,623,980 1%

City Sewer 941,667 936,390 -1% 936,653 0% $ 981,560 5%
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tax increases. returns annually to pose a substantial risk fo the U.S.

economy.
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discretionary programs as well as

This new deficit reduction

|

|

|

I package will fake effect in January 2014 and The recovery in home prices continued in early
|

|

|

achieve the remainder of the $1.2 billion target

mandated by the Budget Conftrol Act but over (Continued on page 16)
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(Continued from page 15)

PAGE 16

2nd Quarter Building Permit Activity in Issaquah

2013 according fo the

S&P/Case-Shiller Home Price Permit Type 2009 2010 2011 2012 2013
Indices. Seattle home prices ~ Single Family:
have risen in 12 of the last New 21 20 54 59 32
13 months and are up 10.6%  Alferafions 27 21 22 17 23
over the previous March. Multi-family:
Nationally, the home price New 0 5 3 1 3
index was up 10.9% over Alterations 6 35 9 10 1
the year. Commercial:
New 6 3 2 1 5
Alterations 34 26 31 24 34

Overall, Washington
employment is tfrending
slightly higher. Growth is
expected to weaken during the second half of this
year and early next year as a result of greater
fiscal headwinds from the federal government
and a larger decline in aerospace employment,
partially offset by stronger construction
employment growth.

(Source: State of Washington Economic &
Revenue Forecast Council, June 18, 2013 Report)

Consumer Price Index

nflation in the Seattle metropolitan area
remained moderate in early 2013. The all items
Seafttle CPlrose at a 1.5% seasonally adjusted

May 2012 May 2013
United States
Unemployment Rate 8.2% 7.6%
Washington
Unemployment Rate 8.4% 6.8%
Resident Labor Force 3,489,500 3,494,700
Unemployed 292,900 236,900
Seattle/Bellevue/Everett
Unemployment Rate 7.3% 4.7%
Resident Labor Force 1,505,700 1,530,100
Unemployed 109,300 71,800

annual rate (SAAR) in the first four months of 2013
compared to 0.5% for the U.S. city average.
Seattle core inflation (excluding food and energy)
averaged 2.0% in early 2013 compared to the
national average of 1.8%.

The Seattle index is calculated bi-monthly.

(Source: U.S. Bureau of Labor Statistics)

Consumer Confidence

onsumer Confidence increased for the

third consecutive month to 81.4, and is

now at its highest level since January 2008
(Index 87.3).

Consumers are considerably more positive about
current business and labor market conditions than
they were at the beginning of the year.
Expectations have also improved considerably
over the past several months, suggesting that the
pace of growth is unlikely to slow in the short-term,
and may even moderately pick up.

An index of 90 indicates a stable economy and
one at or above 100 indicates growth.

(Source: Lynn Franco, Director of Economic
Indicators, The Conference Board Research
Center, June 25, 2013)
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