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MEMORANDUM 
 
DATE:  March 19, 2019 
TO: Finance and Administration Committee, Mayor, City Councilmembers 
FROM:  Robert Hamud, Finance Director 
  Andrew Bouta, Budget Analyst  
  Jerry Knutsen, Senior Accountant 
SUBJECT: Preliminary 2018 Year-End Financial Report (Unaudited) 
 

SUMMARY 
 
The City of Snoqualmie budget finished 2018 within its authorized spending authority across all funds. 
Furthermore, major sources of revenue exceeded amounts collected in 2017.  As a result, the City was 
able to maintain a healthy reserve, grow its cash position over the previous year, maintain sound debt 
management practices, and operate sustainably and prudently. 
 

BUDGET PERFORMANCE 
 
The following table compares 2018 fiscal year-end expenditures with the authorized budget. The table 
reveals that the City spent significantly less than its budgeted authority across all fund types. A critical 
reason for this difference occurred prior to passage of the 2019-2020 Biennial Budget and 2018 Amended 
Budget. With Council agreement, Finance staff will no longer appropriate cash balances along with 
spending. As a result, the amount appropriated in the 2019-2020 Biennial Budget is limited to estimated 
spending. However, the City prior to the 2019-2020 budget cycle appropriated fund balances for all City 
funds.  
 
 

Fund Category/ 
Fund Type 

2018 Amended Budget 
Appropriations 

Preliminary 2018 
Year-End Expenditures 

Percent of Budget 
Expended 

Governmental Funds $37.43 Million $24.99 Million 67% 

   General Funds (#000s) $23.36 Million $18.23 Million 78% 

   Special Revenue Funds (#100s) $7.71 Million $5.18 Million 67% 

   Debt Service Funds (#200s) $879 Thousand $602 Thousand 68% 

   Capital Project Funds (#300s) $5.48 Million $981 Thousand 18% 

Proprietary Funds $58.93 Million $38.69 Million 66% 

   Enterprise Funds (#400s) $47.66 Million $34.82 Million 73% 

   Internal Service Funds (#500s) $11.28 Million $3.87 Million 34% 

GRAND TOTAL = $96.37 Million $63.68 Million 66% 
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The City of Snoqualmie uses governmental funds primarily to account for activities supported by taxes, 
grants, and other similar revenue sources. Proprietary funds typically account for ongoing business-type 
activities that derive significant support from user fees and charges.  
 

General Fund (#001): 
 

The General Fund is the main operating fund for the City of Snoqualmie and accounts for many important 
services such as Police, Fire, and Parks. In 2018, the City spent approximately $15.44 million from the 
General Fund equivalent to 99% of its appropriated budget. Approximately 50% of all spending in the 
General Fund originated from the two public safety departments. The Administration, which includes 
Finance, Legal, and Communications generates internal service charges which offset the cost to the 
General Fund.  
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Street Maintenance (#101): 
 

The Street Maintenance Fund accounts for costs related to street and sidewalk operations and 
maintenance. It is a special revenue fund because it receives a share of the externally restricted motor 
vehicle fuel (gas) tax. In 2018, the City of Snoqualmie spent approximately $1.00 million on street 
operations and maintenance equivalent to 81% of its appropriated budget.  
 

Community Development (#130): 
 

The Community Development Fund accounts for costs related to planning and building inspection 
activities. In 2018, the City of Snoqualmie spent approximately $1.96 million on planning and building 
inspection activities equivalent to 96% of its appropriated budget.  
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Utility Operations (#401/#402/#403): 
 

The Water Operations (#401), Sewer Operations (#402), and Stormwater Operations (#403) funds 
account for the cost to maintain and improve ǘƘŜ /ƛǘȅ ƻŦ {ƴƻǉǳŀƭƳƛŜΩǎ ŘǊƛƴƪƛƴƎ ǿŀǘŜǊ ǎȅǎǘŜƳΣ the 
collection and treatment of sewer flows, and the collection and treatment of stormwater run-off, 
respectively. In 2018, the City of Snoqualmie spent a total of $10.64 million to provide these services and 
make debt service payments, equivalent to 66% of the appropriated budget for all three funds.  
 
The City of Snoqualmie spent approximately $360 thousand more on utility operations and maintenance, 
minus debt service, in 2018 than it did in 2017. This translates to a roughly 6% increase. Despite this, the 
total amount spent on utility operations and maintenance in 2018 remained less than the level of 
spending anticipated in the 2017 Utility Rate Study.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Utilities Capital (#417): 
 

The Utilities Capital Fund accounts for all capital projects and programs incorporated into the Utilities 
Capital Improvement Plan (CIP). In 2018, the City of Snoqualmie spent a total of $23.47 million on capital 
projects, programs, repayment of the 2017 Bond Anticipation Note, and other debt-related expenses, 
equivalent to 77% of its appropriated budget.  
 

In consideration of the Utilities Capital Improvement Plan (CIP), the City of Snoqualmie spent $13.82 
million to start, continue, or finish a number of capital projects, programs, or studies.   
 

Project ID Project Name 2018 Expenditures 

PUW16001CIP Infrastructure Improvement Program $106 Thousand 

PUW16002CIP Railroad Place, Newton Street, and Delta Street Project $38 Thousand 

PUW16003CIP Northern Street Project $76 Thousand 

SWR16001CIP Water Reclamation Facility Improvements (Phase 1) $409 Thousand 

SWR16002CIP Water Reclamation Facility Improvements (Phase 2) $9.16 Million 
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SWR18001CIP/ 
STM18001CIP/ 
WAT18002CIP 

Utility System Plans Update $155 Thousand 

WAT16001CIP Water Reservoir Improvement Project $1.23 Million 

WAT16002CIP Pressure Zone Modifications Project $1.50 Million 

WAT16003CIP Water Treatment Facility Improvements $282 Thousand 

WAT18003CIP Canyon Springs Stabilization Project $860 Thousand 

GRAND TOTAL = $13.82 Million 

 

Equipment Replacement and Repair (#501): 
 

The Equipment Replacement and Repair Fund accounts for the cost to maintain and replace the City of 
{ƴƻǉǳŀƭƳƛŜΩǎ ǊƻƭƭƛƴƎ ǎǘƻŎƪ ƻŦ ǾŜƘƛŎƭŜǎ ŀƴŘ ŜǉǳƛǇƳŜƴǘΦ Lǘ ŎƘŀǊƎŜǎ ŀ ǊŀǘŜ ǘƻ ŜŀŎƘ ƻǇŜǊŀǘƛƴƎ ŘŜǇŀǊǘƳŜƴǘ 
based on usage and estimated replacement cost. In 2018, the City spent approximately $957 thousand on 
the maintenance and replacement of vehicles and equipment equivalent to 23% of its appropriated 
budget. The low percentage reflects changing appropriation practices, as noted previously. In addition, 
the low percentage reflects the lack of vehicle replacement purchases despite the authorized budget.  
 

Information Technology (#502): 
 

The Information Technology Fund accounts for the operations and maintenance of the City of 
{ƴƻǉǳŀƭƳƛŜΩǎ ƴŜǘǿƻǊƪ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜ ŀƴŘ ǎƻŦǘǿŀǊŜ ǎȅǎǘŜƳǎΦ Lƴ нлмуΣ ǘƘŜ /ƛǘȅ ǎǇŜƴǘ ŀǇǇǊƻȄƛƳŀǘŜƭȅ ϷмΦмп 
million on information technology equivalent to 38% of its appropriated budget. The low percentage 
reflects changing appropriation practices, as noted previously.  
 

GOVERNMENTAL FUNDS: MAJOR SOURCES OF REVENUE 
 
Major sources of governmental fund revenue increased 10% between 2017 and 2018.  Sources typically 
used to support operations and capital infrastructure increased 7% and 24% respectively. While revenue 
growth year-over-year can be impressive, it is important to note that most of the growth is attributable to 
increases in population and maturation of the economic cycle. With an increase in population comes the 
responsibility to provide for and maintain services. It is not prudent to deliberate about the change in 
revenues without thinking critically about changes in expenditures, as established during the budget 
process, to maintain current levels of service.  

 

Major Sources of  
Governmental Funds Revenue 

Preliminary 2018 
Year-End Revenues 

Percentage Increase (Decrease) 
over Previous Year 

Property Tax $7.69 Million 3% 

Utility Tax $2.64 Million 4% 

Sales Tax ς Recurring $1.87 Million 17% 

Sales Tax ς Non-Recurring $1.08 Million 33% 

Sales Tax ς Criminal Justice $398 Thousand 9% 

Business & Occupation Tax $886 Thousand 34% 

Street Revenues $587 Thousand 4% 

Real Estate Excise Tax $2.09 Million 19% 

GRAND TOTAL = $17.24 Million 10% 
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Property Tax: 
 

The following chart depicts the change in property tax revenue received over the past six-year period.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Since 2013, property tax revenue has increased roughly 40%. This has been largely driven by the 
construction of Snoqualmie Ridge II (residential development), commercial development activity, and 
passage of the 2016 Public Safety Levy by voters to maintain appropriate service levels and response 
times for police, fire, and emergency services.  
 

In 2018, the City of Snoqualmie collected $7.69 million in regular property tax, which represents 
approximately an increase of $251 thousand over 2017. Citywide assessed valuation in 2018 exceeded 
$3.0 billion for the first time resulting in the decline of the regular levy rate from $2.78 to $2.54 per 
$1,000 of assessed valuation. A similar outcome is expected for 2019 with property tax collections 
reaching nearly $8.0 million, roughly equivalent to a 3% increase, based on an estimated citywide 
assessed valuation of $3.5 billion. Consequently, the regular levy rate is expected to drop to $2.32 per 
$1,000 of assessed valuation.  

 
Utility Tax: 
 

The City of Snoqualmie generates revenue from taxing the sale of city-owned utility services, state 
regulated utilities such as natural gas, electricity, cable, telephone, and solid waste collection. These taxes 
represent the second largest source of governmental revenue behind property taxes. Since 2013, utility 
tax revenue has increased approximately 22%, largely in response to community growth and successive 
utility rate increases.  
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The change in total utility tax revenue over time can mask important divergences in underlying tax 
categories. For example, while tax revenue collected from city-owned utilities have grown substantially 
since 2013, tax revenue collected from phone service providers have declined precipitously. The amount 
of utility tax revenue collected from phone service providers has declined 38% since 2013.  
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
Sales Tax: 
 

The City of Snoqualmie diverts a large amount of non-recurring sales tax revenue from construction 
activities to reduce the reliance of the operating budget on unsustainable sources of revenue. The 
following chart accounts for the separation between recurring and non-recurring sales tax revenue over 
the past six-year period. 
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In 2018, the City of Snoqualmie experienced substantial growth in both recurring and non-recurring sales 
tax revenue, in total increasing 22% over 2017. The change in recurring sales tax revenue from 2017 was 
mostly driven, as illustrated in the ensuing chart, by the retail trade, information, and administrative 
sectors. The change in the information and construction sectors is largely a consequence of changed 
internal policies. Prior to 2018, the City classified the entirety of the information and construction sectors 
as non-recurring. Beginning in 2018, Finance staff revised the non-recurring classification to include only 
construction activity related to major development or government projects.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Within the accommodation and food services sector, full service restaurants in the City of Snoqualmie 
together experienced a 7% increase in sales. Overall, the retail trade, accommodation and food services, 
and construction sectors contributed most to recurring sales tax revenue collections in 2018, 
representing 30%, 15%, and 13% of the total amount respectively. The decline in the accommodation and 
food services sector was temporary, and primarily due to the remodeling of the Salish Lodge, which was 
completed in late 2018.  
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Business & Occupation Tax: 
 

2018 was an outstanding year for business and occupation tax (B&O) collections. As illustrated in the 
following chart, B&O tax revenue has grown nearly 63% over the past six-year period. The City of 
Snoqualmie taxes businesses .15% of gross receipts, roughly equivalent to $1.50 per $1,000 of sales.  
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The large growth has been largely driven by the wholesale/retail sector as indicated in the next chart.  
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Real Estate Excise Tax: 
 

In 2018, the City of Snoqualmie collected $2.1 million in Real Estate Excise Tax (REET), representing 
approximately a 19% increase over 2017, and a 91% increase over the past six-year period. Of the amount 
collected in 2018, about 21% of the revenue came from large commercial property sales, the largest 
share the commercial sector has ever contributed to REET.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
In 2018, the average price of a home nearly reached $700,000, approximately a 4% increase over 2017. 
Of the 437 homes sold in 2018, 82 were new homes. The number of home resales slightly increased 
between 2017 and 2018.  
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Total General Fund Revenues: 
 

The following chart breaks down total 2018 revenue in the General Fund, the main operating fund for the 
City of Snoqualmie, by source. In 2018, property taxes comprised 49% of all General Fund revenues. This 
is down 2% from 2017. Conversely, the sales and business and occupation taxes comprised 20% of all 
General Fund revenues for increase of 2% over 2017. These changes coincide with a full year of 
commercial development in place on Snoqualmie Ridge, change in counting the non-recurring portion of 
sales tax, and changing consumer habits (i.e. online shopping).  
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ENTERPRISE (UTILITY) FUNDS: MAJOR SOURCES OF REVENUE 
 
The 2017 Utility Rate Study, completed between the Fall of 2016 and Spring of 2017, was used to set the 
utility rates charged to customers through 2021. Cumulatively, the City of Snoqualmie collected $10.9 
million in utility rate revenue. This is approximately 15% greater than the amount collected in 2017.  
Water, sewer, and stormwater rate revenues exceeded expectations set in the Utility Rate Study by 4%, 
8%, and 7% respectively.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

INVESTMENT UPDATE 
 
Preliminarily, the cash and investment balance for the City of Snoqualmie increased $18.7 million during 
2018 to a total of $45.9 million. This was primarily due to the issuance of the Revenue Bond in September 
for $32.5 million.  
 

 
 
 
 
 
 
 
 

 

Cash deposited with Key Bank increased $13.2 million over the course of the year. Two significant events 
impacted the amount of money deposited with Key Bank during 2018. First, staff opened an investment 
account with KeyBanc Capital Markets transferring nearly $4.0 million to purchase higher yielding U.S. 
treasury securities and government bonds. Secondly, the proceeds from the Revenue Bond were 
deposited into this account.  
 

Since the end of 2017, the amount invested with the Bank of New York Mellon has stayed relatively the 
same. The City of Snoqualmie carries these investments at cost. However, disclosing the market value of 

Investment Value 

Key Bank Cash and Sweep Account $20.64 Million 

KeyBanc Capital Markets $3.99 Million 

Bank of New York Mellon/GSA Investments $12.68 Million 

Local Government Investment Pool (LGIP) $7.55 Million 

Opus Bank $1.04 Million 

GRAND TOTAL = $45.91 Million 
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the total portfolio has been deemed a best practice. At the end of the 2018, the portfolio had a market 
value of $12.60 million. This is slightly greater than the $12.59 million market value the City obtained by 
the end of the 2017. Investments are held until maturity where they are redeemed at par rather than 
market value plus accrued interest.  
 

¢ƘŜ /ƛǘȅ ƻŦ {ƴƻǉǳŀƭƳƛŜΩǎ Local Government Investment Pool (LGIP) account increased roughly $1.56 
million over the course of 2018. This is due not only to interest earnings but also deposits of state shared 
revenue from various sources. This includes the gas tax, liquor profits, the sales tax, the hotel/motel tax, 
and Transportation Benefit District (TBD) vehicle license fees. The yield on the LGIP portfolio finished 
2018 at 2.38%, up from 1.43% at the beginning of the year, a testament to rising interest rates.  
 

In 2018, the City of Snoqualmie earned approximately $387 thousand in interest from the investment of 
funds. This is more than double the $161 thousand earned in 2017.  
 

FINANCIAL INDICATORS 
 
The City of Snoqualmie uses indicators to determine the state of its financial stability, solvency, and 
sustainability in the current year and across time. One advantage of using indicators is the ability to 
standardize and improve the meaning of financial data annually. The goal is to control effectively for 
variables such as population change that may result in revenue growth. Presentations of revenue growth 
may do little to acknowledge responses to population change including increased spending. 
Consequently, indicators can link two pieces of financial data together enabling meaningful comparisons 
across time.  A second advantage of using indicators is that it can lead the City to ask the right questions. 
A shifting indicator reveals that something is changing with the City. But, it does not explain why or how 
the City is changing. It is the responsibility of the City to find reasons explaining the change, then 
proactively work to mitigate or amplify the change. A third and final advantage of using indicators is that 
they can help the City evaluate whether its achieving or meeting important goals or policies. If the City is 
not meeting some goal or policy, the City can course correct appropriately.  
 

The subsequent indicators adhere to the definitions offered and calculations devised by the Washington 
{ǘŀǘŜ !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜ. The Office makes available these indicators through its Financial Intelligence Tool. 
Given that the City of Snoqualmie will not submit its financial statements for 2018 until May, calculations 
for 2018 are preliminary. 
 

Cash Balance Sufficiency: 
 

The intent of this indicator is to show the number of days a fund(s) could operate solely on its cash ending 
the year. Maintaining a cash balance sufficient to operate, according to City of Snoqualmie practices, for 
at least 73 days (equivalent to a reserve of 20%) is important. This will help to make sure that the City of 
Snoqualmie has enough cash on hand to operate as well as deal with unexpected costs or emergencies. 
This indicator is a way to measure whether the City maintains or does not maintain an adequate level of 
reserves.  
 

Since 2014, the number of days the City could operate its governmental funds solely on cash increased 
roughly 24% from 218 to 267 days. However, the number days the City could operate its utilities 
exclusively on cash decreased approximately 36% since 2014 from 224 days to 143 days. This reduction is 
due to the planned spending of cash on a portion of the Utilities Capital Improvement Plan (CIP). The City 
still significantly exceeds the 73-day benchmark for its Utilities cash balance.  
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Change in Cash Position: 
 

The intent of this indicator is to determine the percentage change in cash ending the year (fund balance) 
compared to the prior year. The ability to άŀŘŘέ ǘƻ ǘƘŜ ŎŀǎƘ ŀŎŎƻǳƴǘ ƛǎ ŀ ǇƻǎƛǘƛǾŜ ǎƛƎƴ ǘƘŀǘ ǘƘŜ /ƛǘȅ ƻŦ 
Snoqualmie is moving in a good direction to either build reserves or set aside funds for future capital 
projects or programs. However, a negative percent does not necessarily indicate a poor result. The City 
may have good reasons to draw down the cash account, for example, to pay for important capital 
projects or programs or to pay off debt.  
 

²ƘƛƭŜ ǘƘŜ /ƛǘȅΩǎ ŎŀǎƘ Ǉƻǎƛǘƛƻƴ ƛƴ ƎƻǾŜǊƴƳŜƴǘŀl funds decreased in 2014 and 2015, the last three years 
have seen positive growth in cash ending the year. !ƭǘŜǊƴŀǘƛǾŜƭȅΣ ǘƘŜ ŎŀǎƘ Ǉƻǎƛǘƛƻƴ ƻŦ ǘƘŜ /ƛǘȅΩǎ ŜƴǘŜǊǇǊƛǎŜ 
(utility) funds dropped precipitously in 2017 only to see it rebound in 2018. Much like the previous 
indicator, the negative percentage was largely due to significant transfers of cash to the Utilities Capital 
Fund (#417) to pay for capital projects and programs. 
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Governmental Sustainability: 
 

The intent of this indicator is to determine if the City of Snoqualmie lives within its means. In other words, 
does the City generate sufficient revenue to cover governmental-type operating expenses and make debt 
service payments. The City, outside of utility rate charges, does not have a lot of control over primary 
sources of revenue. These revenues largely increase or decrease based on changes in the macroeconomic 
environment.  Therefore, it becomes important for the City to think strategically about how to provide for 
critical services over the long-term without exceeding anticipated revenues.  
 
To calculate this indicator ŀǎ ǊŜŎƻƳƳŜƴŘŜŘ ōȅ ǘƘŜ {ǘŀǘŜ !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜ, the City of Snoqualmie 
subtracts operating cost and debt service from total revenue to find net revenue. This number is then 
divided by total revenue to find the percentage of revenue available annually to fund capital projects or 
programs. Ideally, this indicator should exceed zero annually. Any percentage near or below zero 
prevents the City from replacing or improving capital assets when needed. In addition, any percentage 
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below zero indicates that the City must borrow or find subsidies elsewhere to maintain current 
operations.  
 

Since 2014, the percentage of revenue available annually to fund capital projects or programs has 
remained relatively steady increasing from 17.64% to 18.66%. This means that since 2014, the City has 
generated sufficient revenue to cover ongoing operations, maintenance, and debt service payments 
within ǘƘŜ /ƛǘȅΩǎ governmental funds.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Debt Load: 
 

The intent of this indicator is to show how much the City of Snoqualmie uses revenue from governmental 
funds to make debt service payments. The issuance of debt is a common practice in local government to 
fund necessary capital projects or programs. However, at certain levels, it can reduce financial flexibility 
and potentially become a burden. The more revenue used to make debt service payments, the less 
available the City has to fund services. To calculate, the City divides total debt service (includes payment 
of principal and interest) by total revenues annually. ¢ƘŜ ²ŀǎƘƛƴƎǘƻƴ {ǘŀǘŜ !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜ Ƙŀǎ ǎŜǘ ŀ 
benchmark of 12%. Any percentage greater than 12% would warrant a caution from the Auditor.   
 
Since 2014, the debt load for the City of Snoqualmie has declined slightly from 4.31% to 3.65%.  
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Utilities Self-Sufficiency: 
 

The intent of this indicator is to show if the utilities (water, sewer, and stormwater) together generate 
sufficient revenue to cover operating expenses and make debt service payments. Utilities are typically 
expected to recover their own costs through consumption and service rate charges. To calculate, the City 
of Snoqualmie subtracts operating cost and debt service from total revenue to find net revenue. This 
number is then divided by total revenue to find the percentage of revenue available annually to fund 
capital projects or programs. Ideally, this indicator should exceed zero annually. Any percentage near or 
below zero prevents the City from replacing or improving capital assets when needed. In addition, any 
percentage below zero indicates that the City needed to borrow or find subsidies elsewhere to maintain 
current operations.  
 

Since 2014, the percentage of revenue available annually to fund capital projects or programs has 
increased from 16.53% to 36.91%. This means that since 2014, the City of Snoqualmie has generated 
sufficient revenue to cover ongoing operations, maintenance, and debt service payments. Given the 
issuance of a revenue bond in September to pay for several important capital projects and programs, staff 
expects this indicator to decrease in 2019 due to the increased amount of debt service.  

 
 


