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[. City Manager’s
Message



CITY OF

CRIDGEFIELD)

Budget Message
2012 Annual Budget

To the City of Ridgefield Council and Citizens

The 2012 Budget represents the combined efforts of the City Council, staff, Budget
Advisory Committee and citizens of the City of Ridgefield, Washington. This budget has
been developed in consideration of the lingering budgetary impacts of the recent recession
while also using recent Ridgefield-specific market trends. | consider the resulting budget to
be conservative, with a cautious optimism grounded in recent national and local economic
projections.

Due to the slow recovery of the greater Portland-Vancouver metropolitan area from the
recent recession, coupled with our State government grappling with a record funding gap,
Ridgefield must be conservative in its budgeting and prepare for less support through State-
operated grant and loan, and revenue sharing programs. Fortunately, the past two years
have witnessed significant residential development relative to the rest of the State
(Ridgefield was the 7" fastest growing city in the State in 2010 based on percentage of
population growth). This growth has brought one-time revenues in the form of permit fees
and sales tax, as well as positively affected long-term revenues in the form of property
taxes and utility revenues, which has helped the City maintain levels of service. With over
800 shovel-ready residential lots available for development and economic projections for
continued growth in the residential market, the rate of development in Ridgefield appears to
have reached a sustainable plateau.

Following a cautiously optimistic approach, the City’s 2012 Budget projects revenues that
are reflective of actual revenues collected in 2011. This, in turn, has resulted in the need to
maintain expenditures within revenue projections. Despite the economic downturn, the City
continues to proactively prepare for future growth and the requirements and demands that it
will have on City services and public infrastructure through strategic use of its limited funds.

The 2012 Budget is fiscally prudent and generated consistent with budget policies
developed and adopted by the City Council. The following policy guidelines were used in
preparation of the 2012 Budget:

1) Cautiously plan for growth.
Provide affordable levels of service and programs.
Create a sustainable budget while maximizing existing revenue sources.
Develop financially stable and healthy utilities.
Invest in the City’s future, consistent with adopted comprehensive and capital facility
plans.
6) Maintain General Fund reserves.

LKA

In 2006, the City Council recognized the need to provide an open and understandable
process in development of the City’s budget, and as a result, created the Budget Advisory
Committee. The Budget Advisory Committee, with assistance and input by staff
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department heads and City Council, prepared the 2012 Budget. The Committee was
comprised of two councilmembers appointed by the council (David Taylor and Darren
Wertz), the city manager (Justin Clary), city clerk (Kay Kammer), finance division director
(Gaylynn Brien) and one council-appointed citizen-at-large (Matthew Swindell). The
Committee served in an advisory capacity to the Council with its main objective being
facilitation of development of the City’s budget through:

e improvement of communication between Council, staff and the public;

e identification of policy issues;

e assistance in decision making; and

e providing enhanced insight into the budget development process.

Budget Highlights

The 2012 Budget reflects the City’s commitment to deliver core services in an efficient
manner and to enhance supplemental services deemed appropriate by Council. Following
is a summary of key budget highlights for the Council and community’s review:

Revenue:

e Moderate growth in new development. Nearly identical to 2010, 2011 has
witnessed a variety of new development, with residential new home starts projected
to be 70 through year-end compared to 79 homes constructed in 2010 and no new
non-residential (commercial) permits issued in either year. A positive outcome on
the commercial side in 2011 has been the renovation of the 182,000 square foot
former US Food Service facility by Northwest Natural Products, which now employs
200 positions. With Northwest Natural Products’ move to Ridgefield, a recent
analysis indicates that there is very limited commercial space available, which may
drive future commercial starts in the near-term. Taking into account two
consecutive years of consistent residential market trends and limited availability of
commercial stock available, the 2012 Budget is based on revenues reflecting a total
of 60 new home permits and 50,000 square feet in non-residential development.

e Retail Sales Taxes: In recent history, approximately one-half of the City’s retalil
sales tax revenues were the result of new construction. 2011 has witnessed a slight
decrease in sales tax revenues from 2010, which is primarily attributable to one-time
revenues in 2010 associated with construction of the I-5/SR 501 Interchange
Replacement Project. With 2012 new development estimated to be consistent with
2011 and the bulk of the interchange project completed, the 2012 Budget reflects
sales tax revenues consistent with 2011.

e Utility Taxes: Despite moderate growth projections and an increase to water and
sewer rates, utility tax revenues have been cautiously estimated to be slightly lower
than current year-end projections for 2011. This decrease is utility tax projections is
primarily attributable to anticipated lower natural gas utility tax revenues associated
with the completion of the Port of Ridgefield’s waterfront remediation project this
past year, which required a high volume of natural gas in the treatment technology.

e Interfund Services: Interfund services reflect the portion of City administrative costs
associated with supporting the City’s utility funds (water, sewer and storm water).
2009 marked the first year in which the City implemented a new overhead cost
tracking model aimed at more accurately reflecting the administrative services
(indirect costs) of the City and how those costs are fairly allocated to departments
that use these services. Examples of indirect costs include financial reporting,
budget development and monitoring, human resources, payroll, executive
management, liability insurance, legal and city council costs. Departments
considered direct departments that use these services and are allocated a portion of
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the indirect costs include public safety, water, sewer, stormwater, streets, parks and
community development. Based on a continued refinement of the model, monies
transferred from the utility funds to the general fund to pay for these services remain
consistent with the 2011.

Utility revenues: After no increases to water and sewer rates for 2011, the Council
made the difficult decision to raise water rates for 2012 by 5% to keep pace with
inflation over the previous two-year period, and to raise sewer rates by 10% to
better position the utility for significant pending debt service payments. In addition,
the storm water utility rate increased $0.50 per month to $5.50 in preparation for
expensive State-mandated regulations. As a result, utility revenues are projected
based on these rate increases and additional customers consistent with
development rates identified in the growth projection discussion above.

Other revenues: Other revenues reflect recent market trends and projections.

Expenditures:

Operational costs: Due to current projections indicating that 2012 will bring
relatively few changes to overall revenues when compared to 2011, operating
expenditures have been set at levels similar to 2011 that avoid impact to general
and utility fund balances and reserves. Overall, the 2012 operating budget (all
funds combined, excluding principal and interest payments and transfers) is within
3.3% of the 2011 operating budget.

Staffing levels: City government is a service-oriented organization; as a result,
personnel costs continue to comprise a significant portion of the budget. The overall
cost of personnel encompasses 45% of the 2012 operating budget (similar to the
2011 Budget). There has been a slight overall decrease to staffing levels from the
2011 Budget (from 28.7 full time equivalents in 2011 to 28.4 full time equivalents).

Capital investment. While the City remains mindful of the need to proactively plan
for infrastructure capacity to serve growth, the recession’s impact on the rate of
growth has reduced the near-term need for infrastructure expansion. As a result,
the 2011 capital construction program totals approximately $5.7 million, which
allocates $4.6 million, $0.75 million, and $0.35 million in transportation, parks, and
water projects, respectively:

- Transportation: With construction of Stage 1 (interchange bridge, and on- and
off-ramps) of the I-5/SR 501 (Pioneer Street) Interchange Replacement Project
completed in early 2011, the City moved forward this past year with design and
right-of-way acquisition supporting Stage 2 (roundabouts at the intersections of
56" Place and 65" Avenue with Pioneer Street, and realignment of 65"
Avenue). The 2012 Budget reflects construction of Stage 2. In addition, the City
will move forward with Eartnering with Clark County in the reconstruction of 85
Avenue (between S. 5" Street and N. 10" Street) and improvement to S. Main
Avenue is downtown.

- Parks: The City was successful in securing a grant for $783,000 that will
support the design and construction of the long-awaited Overlook Park/Welcome
Center in downtown Ridgefield. This project will be completed in 2012.

- Water. The City is currently well-situated for continued water supply in the near-
term. That said, the City must be proactive in pursuit of new water sources to
serve the growth that is projected over the twenty year planning horizon. As a
result, the sole improvement identified for 2012 will be continued design and
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resolution of Department of Ecology-mandated mitigation measures associated
with implementation of another well source at S. 56" Place.

- Sewer: Due to the downturn in growth, no capital projects associated with the
sewer system are proposed for the 2012 Budget. That being said, the City
continues to work with the coalition of Clark County, Clark Regional Wastewater
District and the City of Battle Ground in exploring the formation of a regional
sewer entity (expenses associated with this are funded through a State grant
administered by the Sewer District and, therefore, have no budgetary impact,
aside from staff labor, on the City of Ridgefield).

Opportunities

As the City of Ridgefield continues to address the affects of a stagnant economy on City
programs, this sustained economic downturn has also created an opportunity for inward
reflection and review of how services are provided. This has resulted in an optimization of
a number of services the City provides, either through revision of internal processes or
through formation of public partnerships for services. We will continue to use this
opportunity to refine operations and explore additional partnerships.

While the City has been forced to pare expenditures associated with supplemental services
and programs, one priority has been to maintain the small town charm of Ridgefield that is
exhibited through our numerous annual community events (Fourth of July Celebration,
National Night Out, Heritage Days, BirdFest, Hometown Celebration, and Spring Clean Up).
The 2012 Budget proposes continued financial and staff support of these important events,
as well as continued hosting of ice cream socials throughout the community. These events
have proven a cost effective means of engaging our citizens by allowing them to meet City
officials, become more familiar with the City and our many community groups, while also
promoting increased community involvement.

The City strives to improve community involvement and facilitate public understanding of
numerous capital and management projects. During the past year, several work sessions
were held between Council, staff and outside consultants on various topics important to
ensuring successful stewardship of our City. In 2012, the City will continue to work with and
involve the community in meeting the challenges and identifying opportunities that lie
ahead.

In closing, though we have faced many challenges over this past year, we have also
experienced many successes. These successes are largely attributable to the dedicated
Council, staff and citizens of Ridgefield that tirelessly work toward the betterment of our
community. As we look toward the future, the City’s many positive attributes and work ethic
will continue to overcome its challenges. | look forward to working with the Council, staff
and citizens of our community over the next year as we strive to continue to meet
expectations and enhance services to our community.

Respectfully,

iy
Justin L. Clary
City Manager
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