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MEMORANDUM 
DATE:  August 24, 2016 
 
TO:  Tim Leavitt, Mayor 

City Council 
 
FROM: Eric J. Holmes, City Manager 
 
SUBJECT:  Budget Update and Process 
              
 
As Council is aware, the City Charter provides that every two years the City Manager will submit for 
Council consideration a recommended budget for the subsequent biennium.  This memorandum outlines 
discussions that have occurred to date with City Council in formulating the budget framework for the 
2017-18 Biennial Budget and some of the primary assumptions included in the forecast for the time 
period 2017-2022.  The City Manager’s recommended 2017-18 Biennial Budget will be delivered to 
City Council on October 3, 2016.  
 
Background and Context 
 
Since the onset of the Great Recession in 2008, the City has embraced a philosophy that reflects 
extraordinary fiscal discipline and living within our means.  This philosophy was memorialized with the 
adoption of a comprehensively updated set of financial policies in mid-2012.  These financial policies 
define the fundamental principles that guide the City’s budgeting through the end of this decade and 
beyond, reinforcing the key principles of fiscal prudence, pay-as-you-go funding, and strong 
stewardship through asset management. 
 
Through the strong leadership of City Council and continued discipline by City management, the City 
finds itself going into the next biennium with a continuation of the financial stability the City has enjoyed 
since the beginning of the 2013-14 biennium.  Following Council’s progressive financial policies, 
combined with ongoing efforts to seek out efficiencies in City operations, the City has been able to 
accomplish significant goals during the current 2015-16 biennium, including: 
 

 Funding Fire Stations 1 & 2 on a pay-as-you-go basis without the need for debt. 

 Contributing funds for waterfront infrastructure and park development, an important community 
and regional economic driver and recreational amenity. 

 Establishing a long-term street funding program that will provide a balanced approach to move 
the City forward toward a street system that supports our community’s economy, mobility and 
quality of life. 

 Funding of high-priority positions and resources in the Police Department and the Parks 
Department. 

 Adding focused positions to enhance the capacity of the City’s internal service departments to 
support the City’s direct-service departments. 
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While these and other current accomplishments are made possible through planning efforts that have 
been underway for some time, the need for continued fiscal discipline remains and continues as a 
central focus going into the 2017-18 Biennium.   
 
City Council Retreat 
 
The City Council confirmed a series of decisions at the January 29, 2016 Retreat that have served as 
the foundation for the budget efforts which have occurred since that date.  In particular, the Winter 
2016 Supplemental Budget, adopted June 20, memorialized these decisions by appropriating bridge 
funding in 2016 for several high-priority initiatives that will continue into the 2017-18 Biennial Budget.  
These initiatives are highlighted below: 
 

 Six full-time equivalent (FTE) Police Officers that were originally funded on a limited-term basis 
in 2016 to provide over-fill capability were converted into permanent positions.  An additional 
six FTEs were added to address specific staffing and administrative requirements in the Police 
Department.  Ongoing funding of these positions will come either from recommendations from 
the Police Community Resource Team (CRT) or a separate funding recommendation if the CRT 
has not completed its work prior to submittal of the City Manager’s Recommended 2017-18 
Budget.  As of this memorandum, it is not expected that the CRT will complete their 
comprehensive recommendation in advance of publication for the City Managers recommended 
budget. 

 Bridge-funding was approved for 19 FTEs in the Police Department and supporting costs to 
stand up the City’s Police Records Division.  Beginning in 2017, these positions will be funded by 
the current budget dedicated to funding the LERIS contract with the County.  This contract will 
terminate at the end of 2016. 

 Funding of Phase I of the Parks Greening Program and 1 FTE in Grounds Maintenance were 
included in the Winter 2016 Supplemental Budget.  Phases II & III of the initiative to bring all 
City parks with installed irrigation on-line are anticipated to be funded in the 2017-18 Biennial 
Budget. 

 Bridge-funding was approved for positions in the Internal Services Fund to provide necessary 
support of the direct-service departments.  This included:  2 positions in the Human Resources 
Department to address workers’ compensation and to support recruitment; 3 positions in the 
Finance Department to address city records and procurement demands;  5 positions in the 
Information Technology Department to address support of the Police Records Division, network 
migration from the County, information security, and provide general support of IT projects. 

 Two FTEs – an Engineering Specialist and a Senior Construction Inspector – were added in the 
Street Initiatives Operating Fund to add to the staffing capacity required under the Street 
Funding Initiative. 

 
The addition of these positions in 2016 to advance the high-priority initiatives identified by City Council 
will require ongoing funding to be included in the 2017-18 Budget, leaving very limited capacity for 
any additional positions or program expansions to be added on an on-going basis.  The City’s six-year 
forecast also includes assumptions which will limit, in the short term, capacity for new initiatives. 
 
 
 
 

http://www.cityofvancouver.us/sites/default/files/fileattachments/city_council/page/20519/retreat_summary_report_formatted.pdf
http://www.cityofvancouver.us/sites/default/files/fileattachments/city_council/page/20029/09_sr083-16_winter_2016_supplemental_budget.pdf
http://www.cityofvancouver.us/sites/default/files/fileattachments/city_council/page/20029/09_sr083-16_winter_2016_supplemental_budget.pdf
http://www.cityofvancouver.us/sites/default/files/fileattachments/city_council/page/20019/00_ws2_vpd_update1.pdf
http://www.cityofvancouver.us/sites/default/files/fileattachments/city_council/page/20019/00_ws2_vpd_update1.pdf
http://www.cityofvancouver.us/sites/default/files/fileattachments/city_council/page/20019/00_ws2_vpd_update1.pdf
http://www.cityofvancouver.us/sites/default/files/fileattachments/city_council/page/20046/02_sr054-16_termination_of_leris_agreement.pdf
http://www.cityofvancouver.us/sites/default/files/fileattachments/city_council/page/20046/02_sr054-16_termination_of_leris_agreement.pdf
http://www.cityofvancouver.us/sites/default/files/fileattachments/city_council/page/18000/00_ws1_parks_and_recreation_update.pdf
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The 2017-2022 Forecast   
 
At the January City Council Retreat, staff provided an overview of the 2017-2022 Forecast which 
reflected the substantial progress the City has made toward a structural solution to the City’s financial 
challenges, manifesting itself in a continued period of relative financial stability.  However, the structural 
challenges remain and develop in the later years of the forecast – in 2019 through 2022 – if no further 
changes are made to the City’s business processes or new revenues generated.   
 
The economy has been consistently improving since 2009, but the world is showing some economic 
uncertainty.  The average U.S. business cycle expansion since the end of World War II has lasted 56 
months.  We are in month 98 of the current expansionary cycle.  The City’s forecast reflects a mild 
recession in 2017 and, consequently, the City’s major economy-dependent revenues, such as sales tax, 
have been adjusted for the anticipated impacts. 
 
The preliminary forecast done in January 2016 reflected an excess of revenues over expenditures for 
2017 and 2018, respectively.  Despite the significant steps the City has taken in recent years to 
address the deficit, structural issues remain and will develop in later years of the forecast, specifically, 
in 2019 and beyond under a “current law” forecast.  A summary of the major assumptions in the 
preliminary January forecast includes the following: 
 

 Revenues: 
o The economy will likely have a modest recession in 2017, but it will be shallow and 

shorter in duration. 
o Other than an annual increase in property tax revenue of 1% which is included in each 

year of the six-year forecast, there will be no change in existing city taxes.  
o The freed up budget capacity resulting from expiring debt service (over the amount 

dedicated to the Streets Funding Initiative) is assumed to be re-directed to cover 
baseline expenditures. 

o There is an assumption of a decrease in sales tax revenues in 2017 resulting from the 
modest projected recession, followed by a recovery in revenues of 3.2% to 3.4% from 
2019 through the remainder of the forecast. 

o Revenues from the natural gas use tax, the cable franchise, telephone tax, and leasehold 
tax will continue a declining trend. 

o Any potential future utility rate increases driven by inflation or future capital needs are 
not included in the forecast until actually approved by City Council.  

 Expenditures: 
o There will be no new FTEs added without new corresponding revenue.  (While not 

reflected in the January Forecast, the staff added as part of the bridge-funding that 
occurred in the Winter 2016 Supplemental Budget will be included in the 2017-18 
Budget.) 

o Inflation-based salary increases for all employee groups is assumed to be 2%. 
o There is an assumption of future cost containment in health insurance costs. 
o There will be very limited capacity for the addition of new initiatives. 

 
An updated forecast reflecting actual revenues to date and the expenditure impacts from the bridge 
funding which occurred in the 2016 Supplemental Budget will be completed in September and will be 
discussed with Council along with the City Manager’s 2017-18 Recommended Biennial Budget.   
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Framework for 2017-18 Biennial Budget 
 
As noted above, the City Council’s direction from the January Retreat along with the assumptions 
included in the six-year forecast, sets the framework for the 2017-18 Biennial Budget that includes the 
following core elements: 
 
Revenues – 

 Enact the statutorily authorized 1% annual increase in property tax revenue. 

 Enact a multi-year rate adjustment through a four-year rate ordinance for water, sewer, and 
surface water to reflect inflation and to address new capital and system reinvestment needs.  
This would be accomplished through annual rate increases of 5% for water and surface water 
and 3% for sewer. 

 Continue to optimize enterprise and fee-for-service efforts in areas such as parking, and parks 
and recreation.  In particular, enact parking rate increases to reduce the General Fund’s subsidy 
of the parking fund. 

 Continue to pursue annexation of the Van Mall North area, as discussed with City Council. 

 Implement an additional $20 vehicle license fee as an essential element of the council-approved 
Street Funding Initiative. 

 
Expenditures –  

 Confirm full funding of the City’s reserves consistent with adopted financial policies. 

 Establish new revenues to fund on an ongoing basis the 2016 Police Department staffing 
increases summarized above as part of the Winter 2016 Supplemental Budget. 

 Include projected funding needed to address labor costs currently being negotiated with various 
unions. 

 Identify funding for limited one-time and potential ongoing appropriations for high-priority 
initiatives, such as parks maintenance and police staffing. 

 Utilize zero-based budgeting for City overtime and professional services costs. 

 Capital development driven by an asset management strategy and consistent with the city’s 
financial policies. 

 Avoid the use of debt without new supporting revenue. 

 Continue to implement operational efficiencies through focused service area assessments and the 
application of LEAN principles. 

 
Key Priorities – 

 Maintain current baseline staffing levels citywide; augment public safety. 

 Continue phased greening of irrigated parks. 

 Stabilize internal services needed to support direct service departments. 

 Continue investments in performance management and innovation. 

 Cultivate new revenues to sustain new services. 

 Invest in leadership, succession planning and staff development. 
 
 
 
 
 

http://www.cityofvancouver.us/sites/default/files/fileattachments/city_council/page/20051/00_ws1_presentation_2017-2022_cip_update.pdf
http://www.cityofvancouver.us/sites/default/files/fileattachments/community_and_economic_development/page/844/160523_annexation_council_presentation_final.pdf
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Next Steps in the Budget Process 
 
Staff is in the process of reviewing departmental budget submissions, addressing questions, and 
compiling a citywide operating and capital budget.  This process will continue through September.  The 
key dates remaining in this process are noted below: 
 

Budget Step Date 

Submission of City Manager’s Recommended 
2017-18 Budget to City Council 

 
October 3, 2016 

Workshop with City Council to Discuss Budget October 17, 2016 

First Reading of 2017-18 Biennial Budget October 24, 2016 

2nd Reading & Public Hearing on 2017-18 Budget November 7, 2016 

 
Summary   
 
The City is expected to continue to enjoy ongoing financial stability through the 2017-18 biennium, 
though within a significantly constrained forecast a very limited capacity for program additions or 
expansions.  Completion of planned annexation, adoption of a multi-year utility rate ordinance as well 
as targeted new revenues associated with priority program additions in police will contribute to this 
stability.  Continued efforts to contain health care costs and ongoing pursuit of operational efficiencies 
will contribute to sustainability of the City’s current services.  However, the structural challenges facing 
the city persist, and with a revenue system that lags inflation and increasing demand for services from a 
growing population, the long term sustainability of current service levels beyond the next biennium – 
without new revenues - will become increasingly difficult.   
 


