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I.

INTRODUCTION
A. Background:
1. Strategic Planning Process:
a. Long-Range Financial Plan:

By mid-2012, the City has used nearly all of
the “rabbits-out-of-the-hat” and it is forced
to begin to look at long-term solutions that
would rely on recurring revenues to pay for
recurring expenses. In addition, significant
work was needed to help identify the drivers
of costs and revenues so that the City could
build a sustainable budget for the years to
come.

In mid-2012, leaders of the City of Port Angeles became concerned that General Fund
revenues were falling significantly short of
the budget. Further analysis of the shortfall
showed that although the challenges included only a small number of revenue sources,
they are indicative of a much larger structural issue that the City needed to address.

Recognizing that fact, it became obvious to
the City Council, the City Manager and senior staff that the City had to embark on a
strategic planning process.

Last June, the City Manager directed the
Chief Financial Officer to begin formulating a
plan that would do the following:

In briefings with the Council, the City Manager and the Chief Financial Officer laid out a
plan that would allow for:

Eliminate any shortfall in the General
Fund and other funds;
Not use reserves or fund balance to
back-fill for the revenue shortfall; and
Begin the structural realignment of the
organization to eliminate the use of one
-time revenues, use of reserves, or other “rabbits-out-of-the-hat” solutions to
balance the operating budgets for the
City.

Balancing of the 2012 budget without
the use of reserves to cover the revenue
shortfall;
Balancing the 2013 budget without the
use of reserves;
Beginning development of the Strategic
Plan to include both a financial plan and
a program and services plan

City staff examined all of the revenue
sources for the General Fund and all other
funds to identify and isolate the use of onetime funding sources from on-going revenues. Additionally, staff further analyzed ongoing revenues (taxes, fees & charges, utility
rates, state shared revenues, etc.) to identify
any new or emerging trends associated with
our various revenue sources.

Council agreed with the plan and directed
the City Manager and Chief Financial Officer
to implement the plan starting with the
adoption of the 2012 Budget Amendment #1
on October 2, 2012. Further work produced
the 2013 Budget, adopted by Council on
December 6, 2012.
All of the work done to balance the 2012
Budget, correct the revenue shortfall, and
develop the 2013 Budget set the stage for
the City to commence work on the Strategic
Plan in 2013.

During that process, it became clear that
over the previous years, the City had been
very creative in funding its operating and
capital budgets using a variety of one-time
revenues. While those creative actions allowed the City to avoid some hard choices
on program and service reductions, it also
helped foster the impression that the City of
Port Angeles might somehow be immune to
the financial challenges impacting all of the
other cities and towns in Washington State.
Simply stated, citizens and businesses were
able to continue to receive programs and
services because of creative funding, but the
solution is not sustainable over the long run.

In the initial presentation to Council, the City
Manager recommended that the focus during 2013 is to prepare a Long-Range Financial Plan (“LRFP”) for at least the next five (5)
years. The primary concern was that the
City faced numerous and immediate financial challenges across a variety of funds. This
suggested that the City’s first step should be
to focus on its financial foundation, followed
by a comprehensive program and services
plan review in 2014.
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The question before the City is, in essence,
how much the citizens and businesses of Port
Angeles could afford to pay in taxes, fees &
charges, and utility rates.

els that could fit within the City’s projected
resources.
A final benefit of the Long-Range Financial
Plan is that it sets out a roadmap for developing future budgets.

City staff needed to understand both the demographic and economic factors that impacted the City in order to decide on how to best
calculate what citizens and businesses in Port
Angeles could afford to pay.

In the LRFP, staff projected revenues and
expenses in significant detail for the next five
(5) years and in a more summary fashion for
an additional five-year period. The 5 + 5 forward look will be updated on an annual basis
prior to the start of future budget processes.
The City can make adjustments to new or
emerging trends, take into account changing
circumstances, and allow the City to move
into a proactive mode.

In the development of the Long-Range Financial Plan, staff looked at a variety of data to
help make the forecasts and projections for
revenue and expenditures. Among the data
analyzed were the following:
Demographic and economic data from
comparable cities and Port Angeles;
Historic information from the City regarding taxes, fees & charges, and utility
rates/revenues; and
Economic and financial projections from
the State of Washington and other local,
state and regional sources regarding financial and economic trends

The City also recognized that it could not totally divorce the Long-Range Financial Plan
from the Program and Services Review schedule for 2014. While reductions and cuts will
be required to balance the 2014 Budget, the
City will look to the Program and Service Plan
review scheduled for 2014 to chart the longterm structural changes to the City’s service
delivery plan.

Once the data had been collected, sorted and
arranged, the City developed a series of scenarios based on different economic factors
and trends. The forecasts were then viewed
against information that had been collected
from other sources to help evaluate the likelihood of any scenario offering the most probable forecast or projection for future revenues and expenses.

b. Program & Services Plan:
While the LRFP focuses on the economic factors that impact the City and its overall municipal operation, the Program & Services
Plan (“PSP”) will detail the City’s priorities for
delivering the programs and services that
citizens and businesses rely on.
The PSP will:

On a parallel path, the City also began development of the data analysis on the ability of
citizens and businesses to pay. Work needed
to be done to identify the best available indicators to determine the ability to pay scenario.

Establish the City’s program and service
plan priorities;
Establish delivery method and the
amount of program and services to be
delivered;
Establish which programs and services
the City should:

For example, if the average household income was $40,000 per year in Port Angeles,
but in another city it was $50,000. Would the
Port Angeles utility payer be in a better or
worse position to afford a 3.0% utility rate
increase versus a 4.0% rate increase in the
other city?

Directly provide and pay for;
Not provide but pay for (programs
and services provided by others);
and
Not provide nor pay for (programs
and services provided by others and
paid for by others)

Once we had a better understanding of the
ability to pay issue, the City was in a better
position to determine program and service
priorities as well as program and service lev5
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That analysis focuses on variety of factors
including:

Establish criteria to ensure that the City
provides a balanced approach to program & service delivery – the City must
provide an appropriate balance of public
safety combined with quality of life services
Establish the foundation for economic
development for the City to help ensure
future growth for the City, its citizens and
the businesses/industries that support
the City and its citizens.

Fiscal condition of the City including analysis of reserves, financial planning and
budget;
Management practices;
Economic condition of the City, region
and State;
Political considerations;
Legal issues and obstacles; and
Intangible factors affecting the municipal
bond market

Going forward, the City will continue to build
and refine the financial projections for 2014
and beyond. Without a doubt, the economic
environment the City will face six months or a
year from now is not the same environment
that we currently see. It is imperative that
the City continue to closely monitor the economic environment to identify challenges and
opportunities at the earliest possible moment. It is equally imperative that the City
routinely evaluate, revise and amend its Long
-Range Financial Plan to factor in the best
available information. Failure to do so would
condemn the Long-Range Financial Plan to
merely being another plan that sits on a shelf
collecting dust while the future moves past
Port Angeles.
c.

Higher bond ratings will produce lower interest rates to paid to bond holders and, therefore, lower costs to the City and its taxpayers
or utility rate payers.
2.

(population estimate Washington State Office of Financial Management 2010 Total Population)

2010 Population Estimate
Mountlake Terrace
19,909
Camas
19,355
Tukwila
19,107
Port Angeles
19,038
Mill Creek
18,244
Ellensburg
18,174

Influence on Bond Ratings:
The greatly enhanced efforts of the City in
identifying and projecting forward key economic drivers and other factors that can influence the City’s overall fiscal health will produce additional benefits as the City seeks to
either issue new debt or to refinance existing
debt.

The 2010 population variance from the City of
Port Angeles ranges from 871 more residents in
Mountlake Terrace to 864 less residents in Ellensburg.

Bond rating agencies like Moody’s Investor
Services or Standard & Poor’s have been evaluating the creditworthiness of cities for years.

Selected Cities

2010
Population
Estimate

Economic & Demographic Factors:
It does not take an advanced degree in economics
or statistics to understand that the following cities
have vastly different economic environments:

A quick examination of some of the most obvious
economic data below makes it abundantly clear
that not all cities are created equal.

Table # -- Selected City Comparison
2012 Assessed Property Property Tax
Population
Value -- 2013
Collection
Estimate
Taxes
2012

Sales Tax General Fund
Collection
Budget -2012
2013

Total City
Budget -- All
Funds 2013

Mountlake Terrace, City of
Camas, City of
Tukwila, City of
Port Angeles, City of
Mill Creek, City of
Ellensburg, City of

19,909
19,355
19,107
19,038
18,244
18,174

20,090
20,020
19,080
19,100
18,450
18,320

$1,795,193,718
2,539,499,571
4,660,649,637
1,595,868,974
2,408,447,316
1,190,097,922

$4,072,644
9,144,000
13,933,250
4,109,716
5,316,410
2,691,520

$1,442,321
2,155,867
14,882,653
2,708,666
1,928,847
3,263,614

$23,967,224
16,642,052
57,931,826
18,724,000
10,225,317
12,459,399

$49,150,885
58,873,423
125,400,582
124,303,000
21,790,445
60,933,503

Average

18,971

19,177

$2,364,959,523

$6,544,590

$4,396,995

$23,324,970

$73,408,640

Source: City of Port Angeles Finance Department

6

Working Draft — Subject to Revision
For instance, even though the City of Tukwila and the
City of Port Angeles are very close on a population
basis, they are miles apart on property tax collection
and sales tax collection – Tukwila’s property tax collection is 339% of what the City of Port Angeles collects. And Tukwila’s sales tax collection is 549% of the
sales tax collected by the City of Port Angeles.

In looking at the statistics collected in the U.S. Census
Bureau 2007 – 2011 American Community Survey 5Year Estimate, we see that
Median household income in Washington State is
44.26% higher ($18,068) than in Port Angeles.
(For reference, the median is the number that divides
the household income data with half of the incomes
greater than the median and half of the incomes less
than the median.)

When we start to look at the data related to household income we can begin to appreciate the challenges facing the City of Port Angeles and our citizens regarding ability to pay.

Mean household income in Washington State is
44.58% higher ($23,592) than in Port Angeles.
(For reference, the mean is the average of the household incomes in the sample.)

Nearly 6 in 10 Port Angeles households have income
below $50,000 compared to 4 in 10 for the statewide
7

average. At the same time, Port Angeles has substantially less high income households that can help drive
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B. Demands & Pressures:
Port Angeles finds itself in a difficult, but not unique,
position among Washington cities. The challenges
facing Port Angeles are very similar to challenges being
faced by nearly every city and county in the State –
local government revenues are either declining or
stagnant while costs and demands for service are rising at a substantial rate.

In the General Fund, the three primary tax revenue sources have limits imposed either by state
law or political reality.
A citizen initiative that initially imposed a 1% increase limit on property tax collection was reauthorized by the State Legislature following a
State Supreme Court decision that overturned the
initiative. For Port Angeles, the 1% increase is
worth approximately $40,000 annually. To gain
more than the 1% increase in property tax, the
City would have to seek a voter-approved levy lid
lift that would increase the levy rate from its current $2.7815 per $1,000 of assessed value up to a
maximum of $3.6000 per $1,000 of assessed value. Would voters be inclined to raise their property taxes to support City government is a question
that is open to great speculation.

What is, perhaps, unique to Port Angeles is the fact
that multiple very large-scale capital projects are coming due at the same time. Unfortunately, part of the
reason for confluence of projects were decisions or
lack of decisions by city leaders to address problems as
they became known, instead they chose to delay action in hopes that the problem may go away or that
“better times” would produce a source of cash to pay
for the problems.
It should not come as a surprise that procrastination
and delay in addressing major capital and operating
problems rarely serves to either reduce the cost or
eliminate the problem.
1.

An equally large challenge for the City is the nearly
25% decline in assessed value within Port Angeles.
Current assessed property values for 2013 tax
collection are less than the assessed value of
property for tax collection in 2007 – a loss of over
$475,000,000 since the high point in 2009.

Resource Demands:
The demands on available resources within the
City of Port Angeles are fairly limited both within
the General Fund as well as the other funds of the
City.

The decline in assessed value has also produced
an increase in the levy rate – an increase of $0.783
per $1,000 of assessed value from the low levy
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Perhaps even more interesting is the amount of real
property in Port Angeles that is exempt from taxation.
State law (RCW 84.36) provides for a myriad of exemptions from the obligation to pay property tax, among
them are the following:

discrimination as to race, color, national origin or
a
n
c
e
s
t
r
y
;
(2) All churches, personal property, and the
ground, not exceeding five acres in area, upon
which a church of any nonprofit recognized religious denomination is or will be built, together
with a parsonage, convent, and buildings and improvements required for the maintenance and
safeguarding of such property….(RCW 84.36.020)
The following real and personal property shall be
exempt from taxation:
(1)(a) Property owned by nonprofit organizations
or associations, organized and conducted for nonsectarian purposes, which shall be used for character-building, benevolent, protective or rehabilitative social services directed at persons of all
ages….(RCW 84.36.030)

All property belonging exclusively to the United
States, the state, or any county or municipal corporation, all property belonging to any federally
recognized tribe located in the state, if that property is used exclusively for essential government
services…. (RCW 84.36.010)
Each parcel of real property, and each personal
property account, that has an assessed value less
than five hundred dollars is exempt from taxation.
(RCW 84.36.015)

The following real and personal property is exempt from taxation:

The map below shows the exempt properties within
Port Angeles. It is based on 2009 data from the
Clallam County Auditor.

(1) All lands, buildings, and personal property required for necessary administration and maintenance, used, or to the extent used, exclusively for
public burying grounds or cemeteries without

9
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Sales tax collection in the City has fallen in recent years to a
level approximately $577,000/20.9% less than the high water
mark of 2007. Over recent years, the City has seen large producers of sales tax move out of the City to the urban growth
area or beyond. With that transfer of business, the ability of
the City to gain sales tax from an improving economy is extremely limited. Auto dealers, Wal-Mart, Safeway and others

generate substantial sales tax from City of Port Angeles residents. Unfortunately, even with the revenue sharing agreement with Clallam County regarding sales tax in the Eastern
Urban Growth Area (EUGA), the City only receives $80,000 in
annual sales tax from the substantial business development
that has occurred in that area.

Utility excise tax, the tax on the gross receipts of all utilities
provided within the City, also has significant constraints that
are mostly political in nature. With the exception of the utility
excise tax on the electric utility capped at 6.0%, all other utilities have no legal limit on the amount of tax that can be imposed. The lack of a legal limit can, in no way, be confused with

the limit imposed by the political (and economic) reality that
consumers can afford only so much. We are seeing emerging
trends developing in many of our utilities that show consumers
reducing consumption, either voluntarily or through conservation, as a means of off-setting price increases.

10

Working Draft — Subject to Revision
Fees and charges, whether building/permit fees in the General
Fund or utility rates, must also weather the impact of political
and economic reality. What the public can afford to pay for
residential, commercial or industrial fees and charges is greatly
restricted by the political and economic environment of Port
Angeles.

The City can and does make choices when replacing a vehicle to
factor in gas mileage but, in many instances, there is a limited
number of choices for many vehicles due to their specific usage
requirements.
The price of gas also has another significant impact on the City
– as gas prices go up disposable family income goes down reducing the amount of retail sales (and sales tax) generated in
the community. While specific information related to gas price
history in Port Angeles is not readily available, the internet
website GasBuddy.com can give us some general information.

A good example of that fact is the price of gas. In 2012, Port
Angeles consumed __ gallons of gas and diesel fuel at a total
cost of $_____. While families may be able to make some adjustments on the amount of driving they do to reduce the
amount of gas they need to buy for the family car, it is very
difficult for a City to restrict the number of miles driven by a
police vehicle on patrol, the garbage truck making its pick-up
rounds, or the ambulance making an emergency run.

a.

The GasBuddy.com chart below clearly shows the nearly continuous increase in gas prices for Seattle, Washington State and
USA Average

Operating Budget:

3.

{UNDER DEVELOPMENT}

a.

b. Capital Budget:

History of Current Capital Projects:
{UNDER DEVELOPMENT}

{UNDER DEVELOPMENT}
2.

The Costs of Delay & Procrastination:

b. What Could Have Been – Reduced Impact
Projection:

Expenditure Demands:

{UNDER DEVELOPMENT}

The City of Port Angeles is very much like any other city, business or family when it comes to managing costs – some costs can be tightly controlled,
other costs have a limited ability to control and
some costs are beyond the ability of Port Angeles
to control.
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II.

FINANCIAL PLAN:

quickly agreed on the following components that
needed to be included in the Long-Range Financial
Plan:

A. Goals & Objectives:
The Goals & Objectives for the City’s Long-Range Financial Plan (LRFP)are relatively simple and straightforward – create a forecast of future revenues and
expenditures that are most likely to occur in the next 5
– 10 year period.

Financial Forecast – a “5 + 5” forward look to project citywide revenues and expenditures for the
next five years in detail and an additional 5 years
in a more summary fashion to be updated prior to
the start of the next budget process;
Reserve Analysis – analyze and recommend appropriate levels of reserves (fund balance) for all
funds;
Fiscal Policies – a review and analysis of current
financial policies to identify any needed revisions,
amendments or new policies to be developed;
Debt Analysis – a review and analysis of existing
and planned debt obligations including voterapproved bonds, limited tax general obligation
bonds, revenue bonds, Washington State Public
Works Trust Fund loans and Washington State
Revolving Fund loans;
Criminal Justice Cost Analysis – review and analysis of the rapidly expanding cost and need for
General Fund subsidy of operations related to
adult detention, public defender and court costs;
Single Source Revenues – review of the potential
exposure and impact of single source revenues
within the General Fund and the City’s utility
funds;
Cost of Service Analysis (COSA) – in coordination
with the City’s public utilities, integrate the findings from the City’s contracted, third-party report
on utility Cost of Service on the operating budget,
capital budget and ability to pay concerns for residents and businesses;
Capital Projects – a review of current and future
obligations related to capital projects, the sources
of revenues for current and future capital projects
and the current financial status of approved capital projects;
General Fund Services – a review and recommendation regarding short-term potential solutions to
aid in balancing the 2014 Budget;
Debt Service obligations – a review of current and
pending future debt issuances to aid in developing a clearer understanding of the City’s total debt
burden, the impact on taxes and utility rates and
the overall ability of residents and businesses to
pay for the current and future debt.

But that simple statement requires a tremendous
amount of research, analysis and work to evaluate
economic and political factors that are frequently well
beyond the control of City government or the citizens
we serve. The City, just like our citizens and businesses, are subject to whims and unpredictable actions by
the State Legislature or Congress that can positively or
negatively impact how we operate in Port Angeles.
While there is no way the City can create a scenario
that is guaranteed to occur, the City can project with
some degree of certainty a range of possible outcomes regarding revenues and expenditures that can
help the City plan future actions. It is the planning of
future actions, either to mitigate adverse impacts or
to take advantage of positive impacts that can give the
City the best opportunity to grow and succeed in the
future.
Creating the forward look was important for the City
for an even more important reason – planning for the
future. The City could also regain stronger control of
its destiny. Previous actions by prior Councils and administrations (and many other cities as well) focused
on the current day-to-day challenges allowing external
factors to gain influence beyond what it should have
been.
The focus on the day-to-day horizon helped foster a
sense that the City should wait for “better times” before tackling major capital and operational issues that
had been long recognized by political leaders and citizens alike.
The Combined Sewer Overflow (CSO) project was not
something that was recently discovered. Neither was
the deteriorating condition of the City’s streets and
alleys. Unfortunately, the prevailing wisdom was centered on keeping taxes and fees as low as possible in
hopes that “better times” would permit the City to
tackle these large-scale, seemingly overwhelming projects.
Gaining consensus from Council and senior staff on
the need for the forward look was easy. Making sure
that everyone understood what the outcome should
be was a bit more challenging. Council, with guidance
from the City Manager and Chief Financial Officer,

12
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A.06

Economic Development Fund – a review of the
historic funding sources and their use in financing
economic development projects. Recommendations regarding identification of potential dedicated funding sources for the Economic Development
Fund will be included in the Program and Services
Plan to be developed in 2014; and

Council should consider implementing a
“phase-out” of General Fund subsidy for the
Street Fund and Medic 1. The phase-out
should be over a period of at least three years
but no longer than five years.
Replacement funding for the Medic 1
utility shall come from an upward adjustment in utility rates to cover the costs of
those who consume the services provided by the Medic 1 utility.

Self-Insurance Fund – review and analysis of the
self-insurance fund and the various retained selfinsurance obligations. Recommendations regarding any proposed changes in self-insurance reserves or changes in operations will be included in
the Program and Services Plan to be developed in
2014.

Replacement funding for the Street Fund
will need to be coordinated with a creation and development of a Transportation Benefit District. (See Recommendation
A.10)

A.07

B. Recommendations:
To help move the City forward and to guide the development of the future budgets, City Council should consider implementing the following recommendations as
part of the Long-Range Financial Plan:

Continuous, on-going comparison of similar fees and charges imposed by cities
and counties on the Olympic Peninsula
may be considered if Council wishes to
make adjustment to the market rate.

Revenues & Resources:
A.01

A.02

Council should consider the overall impact on
the community and its ability to pay against
the need to enact any tax, utility rate or fee/
charge increase.

Council should identify the source of
funding for any subsidy needed as a result of adjustments made as noted in
Recommendation A.04.

Council should not use reserves/fund balance
as a funding source for on-going operations
except in an emergency, short-term basis.

A.07

Any use of reserves/fund balance should
include a repayment plan that designates
future revenues to first repay the funding
taken from reserves/fund balance.

Council should implement the 1.0% property
tax increase allowed under state law.

A.04

Council should consider utilization of the
property tax banked capacity that resulted
from not imposing the 1.0% in previous years
beginning starting with the 2015 Budget to
help facilitate implementation of the Program
& Services Plan to be developed in 2014.

A.05

Fees and charges for parks and recreation
programs should be based on a cost recovery
hierarchy whereby adult program and services help to subsidize programs for children,
youth and special populations.
Fees and charges for adult programs
should seek to recover all direct costs
including costs for field/facility maintenance and operations.

Funding from reserves/fund balance
should not be utilized for on-going payments for debt service other than for an
emergency.
A.03

Fees and charges related to building permits
should be considered on total cost recovery
of direct and indirect expenses.

Fees and charges for youth programs
should seek to recover no less than 50%
of all direct costs including costs for field/
facility maintenance.
Fees and charges for programs designed
for special populations should seek to
recover no less than 25% of all direct
costs.
Fees & charges for programs for seniors
should seek to recover no less than 75%
of all direct costs including costs for field/
facility maintenance and operations.

Council should not consider any general increase to the current utility tax rates earlier
than for the 2018 Budget.
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Rental of City-owned facilities for business or
commercial use should charge an amount no
less than 100% of all direct and indirect costs
plus an amount to be reserved for future major maintenance or replacement of assets
utilized by the rental.
A.09

Utility rates should be designed to reflect the
underlying nature of costs for each respective
utility.
Preference should be given to a rate
structure that approximates the same
general allocation of base charge versus
consumption charge on billings from the
Bonneville Power Administration to better enable the utility to have adequate
revenues and reserves to cover operating
and capital needs.
Similar consideration of the allocation of
base charge versus consumption charge
should be given to those utilities with
large capital infrastructure needs and
requirements.
Utility rates need to consider the necessary costs associated with capital repair
and replacement of utility assets to assist
the utility in meeting the service demands of current and future utility customers.

A.10

greater opportunity to manage their on-going
costs for services provided by the City.
A.13

Council should consider options to increase
the City’s current tax base; including analyzing
the cost-benefit of any potential annexation
and its impact on current City services.

A.14

The Council should consider selling of the
Niichel property, and potentially other unused
City properties, to allow the City to have the
0necessary resources to meet the obligations
of the 2005 Limited Tax General Obligation
Bond (and the $1,000,000 balloon payment in
2021).
{MORE TO BE DEVELOPED}

Expenditures & Use of Debt:
B.01

Council should, prior to the issue of any general government or utility debt, consider the
overall impact of the City’s ability to pay the
debt obligation from either taxes or utility
rates.

B.02

Council should consider a policy requirement
that significantly restricts the use of highly
volatile funding sources such as the Real Estate Excise Tax as a source of funding for capital expenditures but not as a source for debt
service nor maintenance and operation cost.

B.03

Council should consider establishing a policy
requirement that the minimum threshold for
the General Fund un-assigned fund balance
(“Reserve”) be set at 25% of the authorized
General Fund expenditures for the current
year.

Council should consider the formation of a
Transportation Benefit District with a voterapproved 0.2% increase in sales tax to fund
repairs and renovations to the streets within
the City of Port Angeles.

To provide the necessary funding to
achieve the minimum threshold shall first
assign any savings that may accrue in the
General Fund at year end.

Funding that could be derived from a
Council approved $20 “car tab” would not
provide sufficient revenues to make any
headway in repair City streets and would
create an incorrect impression among
citizens and businesses that the City had
taken the necessary steps to begin immediate repair of City streets.
A.11

A.12

Council should consider identification and
implementation of a dedicated funding source
for the Economic Development Fund to pro
vide for stable, long-term funding to attract
and retain businesses inside the City of Port
Angeles.
Council should consider giving preference to
more frequent small, incremental increases to
fees, charges, utility rates and taxes rather
than larger, less frequent step increases to
allow individuals, families and businesses
14

Should savings not prove sufficient to
achieve the 25% threshold within a five
(5) year period, Council should dedicate
the necessary tax revenue to achieve the
25% minimum threshold for the following
three (3) year period to achieve the minimum 25% requirement.
B.04

Council should consider establishing a policy
requirement that precludes the use of re
serves from the General Fund or any other
fund for the purpose of paying recurring expenses except in the case of an emergency.

Working Draft — Subject to Revision
Prior to authorizing the use of reserves to
pay for recurring expenses, Council
should declare an emergency noting the
reason for requiring the use of reserves
for paying for recurring expenses and the
establishment of a plan to replace the
reserves that were utilized within a three
(3) year period from their use.
B.05

For the Long-Range Financial Plan, Council should consider that future (2014 –
2018) Cost of Living Adjustments (COLA)
and health insurance cost increases
should approximate the same general
range as incurred in the period of 2009 –
2013.
Determination of the impact on Program
and Services Plan and the ability to pay
consideration shall be included as an integral part of the annual review of the
Program and Services Plan.

Council should consider a policy requirement
that prohibits the use of one-time revenues
or other sources of funding for recurring operating expenses in any fund.
Prior to any authorization to use onetime funding and/or grant funding for
recurring operating expenses, Council
shall require the development of a plan
that details how the City would maintain
funding for any recurring program once
the one-time or grant funding is no longer available.

B.06

Council should consider a policy requirement
that commits the City to paying fair and equitable salaries and benefits to its employees
based upon both an internal comparability
and an external market analysis. The internal
comparability and market analysis shall be
conducted at least every five (5) years.
The goal of the internal comparability
would be to establish a system that rewards performance and pays for increased value based on job complexity,
accountability and consequences of any
decisions or responsibilities associated
with the position.

B.07

Council should consider a policy requirement
that all employees should contribute to their
health insurance for the individual employee
as well as any family coverage that may be
provided.

B.08

Council should consider implementation of a
requirement that all payments made by the
city, whether for payroll or accounts payable,
should be made via electronic funds transfer
(EFT) rather than printed check.

B.09

Council should consider development of policy requirements that would require analysis
of all public works contracts prior to bidding
for economically feasible segments or phases
of projects that can be targeted to encourage
local contractors to bid on projects that are
more in line with their economic resources
and capabilities.

B.10

Council should consider implementing the
following policy recommendations regarding
the funding of capital projects:
First priority for capital project funding
should be given to those projects designed to preserve and maintain existing
infrastructure.

Council should consider a “total cost of
compensation” approach to establish the
salaries, wages and benefits to be paid to
employees of the City of Port Angeles.

Council should give consideration to rank
ordering the following to provide further
guidance on capital projects.

The Council should consider the development of benchmark criteria for use in
establishing comparisons between salaries, wages and benefits paid to City of
Port Angeles employees versus similar
employees in other cities.

Legal or statutory requirements or
mandates provided realistic and affordable sources of funding are available to the City.

The goal of the external market rate comparison would be to establish that the
City would pay salaries and benefits at a
level to attract and retain a highly qualified workforce recognizing the market
where we live. The goal of the City
should be neither be the leader of the
comparison group nor the laggard city
but in the mid-point range.

Continuation of multi-year projects
provided that realistic and affordable
sources of funding are available to
the City
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Capital funding should be given to
those projects that leverage City
funding with grants from state or
federal agencies.

obligation.

Capital funding should be given to
public-private partnership projects
whereby the City can leverage its
contribution with private dollars to
enable a more economically diverse
project with the primary risk for the
long-term financing is transferred to
a private partner.
B.11

Any maintenance and operation costs
(M&O) associated with the completed
project must be identified along with the
proposed source of funding for the M&O
costs prior to approval of the project.
{MORE TO BE DEVELOPED}
C.

{UNDER DEVELOPMENT}
D. Existing Policies & Practices:
1.

Council should consider implementing the
following policy recommendations for debt
financing of projects:

Tie-in with Other Plans & Policies
{UNDER DEVELOPMENT}

If long-term debt financing is proposed,
an financial analysis shall be required
prior to any approval of the project that
analyzes the long-term sustainability of
funding from City resources as well as the
overall impact to the City’s total debt

General Fund

Communication Plan:

E.

2014 - 2018

REVENUES:
Property Tax
Sales Tax
Utility Tax
Allocation to Utilities
Building Permits/Fees
Recreation Permits/Fees/
Rentals
Grants

EXPENDITURES:
Salaries & Wages
Health Insurance Premiums
Retirement Costs
Office/Operating Supplies
Gas/Diesel
Utility Costs
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History & Forecast & Projection Factors:
1.

Inflation Factors:
To develop our forward look, we examined a number of reference materials; forecasts from local,
state and national economists; projections by the
State Office of Financial Management; City of Port

2019 - 2023

Working Draft — Subject to Revision
The City used MuniCast, a software analysis tool, to
aid in the development of our projections and the
creation of scenarios for financial modeling. With the
aid of MuniCast, we downloaded the City’s actual
financial results for the period of 2004 – 2012 plus
the adopted 2013 Budget.

2.

General Fund:
Going forward, the General Fund will be challenged
to balance revenues with expenditures without either
revenue enhancement or expenditure reduction; primarily by structural change to reduce the expenditure base in the future.

We then examines various scenarios that allowed us
to examine the effect on the City’s projected budget
if we varied revenues, costs or when revenues would
come in or expenditures would occur.

In the short term, the beginning projections for 2014
show the General Fund out of balance $461,000 that
will need to be corrected and brought into balance
prior to submission of the City Manager recommended budget to Council in October 2013.

In the end, the forecast we determined “most likely”
will serve as our initial model for balancing the 2014
Budget.

The table below summaries the projected revenues,
expenditures and fund balance prior to budget development and negotiations that will bring the 2014
Proposed Budget into balance.

We will continue to monitor, month by month, our
actual activity to determine if any new trends are
emerging – whether positive or negative. Once isolated, we will then revise our forecast to take into
account the new data. Once that is done, we will
recommend potential changes either to the development of the 2014 Budget or potential amendments to
the 2013 or 2014 Budget as necessary.
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For the near-term, future revenues within the
General Fund are projected to stay relatively flat.
The recovery from the most recent recession has
and will continue to be exceedingly slow for the
City of Port Angeles. In no scenario examined by
staff, we do see any kind of robust economy that
may have been seen in the early 2000’s.

different than many jobs in the past and will require extensive worker training and re-training to
build a workforce that will match future jobs
available in Port Angeles.
The forecast above shows very modest gains in
total General Fund Revenue for the period of
2014 – 2016 and then only slightly greater revenues through year 2023. We do not see a significant improvement in revenues for a number of
factors:

In the near-term, Port Angeles will continue to
struggle shifting its economy away from heavy
dependence on timber-related activity. Shifting
to an economy lead by tourism and, potentially,
the high tech composite industry will take some
time combined with significant private investment. The demands for workers to staff the
tourism and composite jobs are also significantly

Lack of significant new retail development
that would include “big box” retailers or new
automobile dealerships.
{Add other factors}

In looking at General Fund revenues, we have seen a
significant shift over the last number of years. In the
1980’s and 1990’s property tax for Port Angeles was
a primary driver of new revenue; especially when the
“old” rules permitted a 6% annual increase rather
than the current 1% growth. More recent history has

transformed property tax to a very slow growing revenue source and our projections through 2023 do not
project any change from that pattern as noted below;
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Sales tax, by far the most volatile of General Fund
revenues, is not projected to have significant growth
for a number of years as was noted earlier. The lack
of any significant growth of retail business will limit

growth of sales tax revenue to any potential growth
in disposable income. Unfortunately, some of the
growth in disposable income will be consumed by
higher gas/diesel prices, utility rate increases and
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Utility tax is the one revenue source that has permitted the City to maintain some ability to off-set a portion of the rising costs in the General Fund. Over the
recent years, we have had a variety of rate increases
for our utilities. Normally an increase in rates would
drive an increase in utility tax collection but that is
not always the case in recent years. Consumers,
whether residential or commercial, are making sub-

stantial efforts to curb utility consumption as a means
of off-setting rate increases as well as controlling
costs in general. Further moves towards energy saving electrical appliances, increased use of compact
fluorescent (CFL) bulbs, flow restrictors on showers
and water faucets and other activities will only increase the impact of consumption reduction.
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The three primary revenue sources, property tax,
sales tax and utility tax, account for nearly 60% of
total General Fund revenues in 2013. Another 24.76%
($4,767,550 -- 2013 Budget) of the General Fund revenue comes from allocation of costs to Utilities and
other Funds for services rendered. All told, the three
primary tax sources plus allocation total over 84% of
total General Fund revenues.

Expenditures within the General Fund are heavily focused on salaries, wages and benefits which account
for nearly 70% of the General Fund. In 2011 and
2012, employees did not receive a Cost of Living Adjustment (COLA). Council did authorize a 2.0% COLA
for all employees except for Police and Firefighters
(Council did authorize an offer of a 2.0% COLA) whose
contract are currently under negotiation.

That leaves $2,934,000 in fees and charges and other
revenues. At a worst case scenario where our fees
and charges are undervalued to the market, we estimate that variance is most likely 5% - 10% below market. If that is the case, and assuming we raised fees
and charges to a market rate, we could potentially
generate new revenue of $146,000 - $295,000 if there
was no opposition to the fees and charges increase.

To help off-set the cost of the COLA, the employee
share of health insurance premiums rose an additional 2.5% from 10% to 12.5% for most City employees.
In the tables below, you can see the history and forecast of salaries, wages and benefits for all employees
in the General Fund including full-time, part-time and
seasonal employees.
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Health care expenditures are one area that requires
significant focus in both the short-run as well as for
the longer-term future. The City has been very fortunate to have qualified to receive a 2.0% discount on
the health insurance costs from the Associated of
Washington Cities (AWC) due to its wellness program. In the future, AWC plans to significantly tighten the requirements to qualify for the discount – we
are projecting that the City will not qualify in the future for the discount.

An additional area in the General Fund has seen explosive growth over the last few years – Criminal
Justice which includes court, public defender and jail
costs. As is clearly evident from the table below, the
subsidy from the General Fund exceeded $800,000 in
2012 and, unfortunately, that trend appears to continuing despite extensive efforts by the City to try
and control costs.
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3.

Of critical importance to the overall financial
health of the City, is the un-assigned fund balance
(“Reserves”) the City needs to maintain for cash
flow needs and to help fund emergencies within
the City. Over the years, the un-assigned fund

balance has varied between approximately 15% 30% as shown in the table below. In the recommendations to Council in the Long-Range Financial Plan, we are recommending that Council
adopt a minimum threshold for the un-assigned

Street Fund:

of alleys) up to good condition using conventional
pavement treatments would cost $122.8 million
over the next 20 years.

The Street Fund has only one dedicated source of
funding – the Motor Vehicle Fuel Tax (MVFT).
This fixed dollar is based on the state “gas” tax of
$0.325 per gallon of motor vehicle fuel is shared
with cities receiving a little more than 10% of the
tax collection. The state allocates the MVFT on a
per capita basis and distributes it monthly.

The problem with the MVFT is three-fold:
Unlike sales tax that is a fixed percentage of
each eligible sale, the MVFT is a fixed dollar
amount does not vary with the price of fuel;
and

In the 2012 State of Our Streets report from the
City of Port Angeles Public Works & Utilities Department, the estimated cost to bring the entire
pavement network (114 miles of street + 40 miles

The more fuel efficient cars and trucks become, the less fuel needs to be purchased
and the less tax revenue is generated; and
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The increased use of alternate fuel vehicles, hybrid vehicles or electric vehicles contribute little,
if anything to pay for the roads and bridges over
which they travel.

costs paid by the Street Fund on behalf of the
other two funds. While legal and well-founded
from an accounting sense, the revenue derived
from Stormwater and Solid Waste represents
significant costs to those funds that need to be
covered by utility rate charges.

In Port Angeles, the Street Fund has also benefitted from contributions made by the Solid WasteCollections fund and the Stormwater Fund for

The State Legislature is looking at increasing the
MVFT tax rate as part of the current budget negotiations. Unfortunately, based on projections
from the Municipal Research & Services Center
the added revenue would only add approximately $68,000 annually to the current MVFT funding
if approved by the State Legislature.
Recommendation A.10 proposed the creation of
a voter-approved Transportation Benefit District
(TBD) with 0.2% sales tax funding. Even with this
dedicated funding, revenues would be estimated

25

at approximately $535,000 per year to start.
If Council adopts Recommendation A.06 and directs the phase-out of General Fund subsidy of
the Street Fund (currently $482,000) over a fiveyear period, the new TBD will only produce a
small net gain in funding for Streets. If Council
either lengthens the phase-out period or would
decide to retain partial General Fund subsidy,
there would be even greater challenges placed
on the General Fund.

Working Draft — Subject to Revision
4.

Economic Development Fund:

The most recent infusion of funding came as a
result of the settlement with the State of Washington over the graving yard issue in the harbor.
While producing $7,500,000 in revenues assigned
to the Economic Development Fund, the City
should have recognized the clear nature of this
one-time funding.

The unfortunate fact for the Economic Development Fund is that there is no on-going, dedicated
funding. Absent the development of a dedicated
funding source, the Economic Development Fund
runs the almost certain risk of running out of its
one-time funding.

Table # -- Economic Development Fund Revenue & Expenditure History

1999
Actual

2000
Actual

2001
Actual

2002
Actual

2003
Actual

2004
Actual

2005
Actual

2006
Actual

2007
Actual

2008
Actual

2009
Actual

2010
Actual

2011
Actual

2012
Actual

2013
Budget

Revenues
Intergovernmenta l
Dept. of Ecol ogy Gra nt
DCTED Gra nt
PDA
Interes t on Inves tments
Pa rki ng Revenue
Judgments a nd Settl ements
Mi s cel l a neous Revenue
Tra ns fer from:
Genera l Fund
El ectri c Uti l i ty Rura l Econ. Dev. Fund
El ectri c Fund
Wa ter Fund
Wa s tewa ter Fund
Hous i ng Reha bi l i ta ti on Fund

1

Communi ty Devel opment Gra nts Fund

3,202
-

19,913
-

2,784
8,214
-

1,185
10,944
-

772
8,887
-

75,000
823
9,423
-

2,118
127

9,376
-

50,000
245,142
7,500,000
-

20,000
482
362,446
-

129,508
-

106,286
-

98,188
5,928

24,444
932

64,000
-

50,000
50,000
100,000
-

25,000
25,000
50,000
-

25,000
75,000
25,000
25,000
-

25,000
50,000
25,000
25,000
-

25,000
50,000
30,000
30,000
-

40,585
81,254
48,702
48,702
-

35,000
60,000
30,000
30,000
-

235,000
25,000
60,000
30,000
30,000
-

60,000
25,000
60,000
30,000
30,000
-

60,000
25,000
60,000
30,000
30,000
-

25,000
60,000
30,000
30,000
115,992

25,000
40,000
30,000
30,000
-

25,000
40,000
30,000
30,000
-

157,129
60,000
30,000
30,000
120,000

60,000
30,000
30,000
-

-

-

-

-

-

-

-

-

-

-

37,444

-

-

-

-

203,202

119,913

160,998

137,129

144,659

304,489

157,245

389,376

8,000,142

587,928

427,944

-

231,286

229,116

422,505

200,000
384,000

73,736
1,258

76,115
1,463

77,787
571

81,824
498

82,980
276

152,925
374

61,102
2,786

3,322
56

6,796
559

59,580
462

69,865
494

73,183
2,051

76,146
688

79,427
6,050

80,100
700

62,430
-

16,361
300
6,038
17,250
42,446
-

4,344
12,365
36,141
15,140
-

5,000
35,250
17,500
-

35,000
15,000
-

35,000
17,500
-

31,250
20,000
-

35,000
20,000
71,000

20,000
20,000
65,000

15,000
20,000
85,250

15,000
20,000
78,750

15,000
20,000
-

15,000
20,000
-

15,000
20,000
-

15,000
20,000
-

4,526

1,009

108

1,787

2,608

75,000

19,766

43,742
-

40,465
7,325

99,466
-

48,657
33,953

-

-

-

-

-

-

-

-

-

-

-

3,893
145,843

3,503
164,485

2,612
149,068

2,596
144,455

2,315
138,179

2,292
283,091

2,677
137,581

11,650
184,770

16,608
176,753

5,096
2,000,000
2,284,854

6,121
272,840

86,945
32,400
19,930
9,838
259,730
570,450
1,089,527

115,926
39,769
9,883
891,337
1,168,749

35,970
22,000
25,080
12,154
200,000
2,300,000
2,715,682

200,000
95,000
60,000
12,100
811,000
1,293,900

57,359

(44,572)

11,930

(7,326)

6,480

21,398

19,664

204,606

7,823,389

(1,696,926)

57,359

12,787

24,717

17,391

23,871

45,269

64,933

269,539

8,092,928

6,396,002

-

-

-

-

-

-

592,928

1,046,002

1,547,864

692,681

-

-

-

-

-

-

7,500,000

5,350,000

4,850,000

4,866,870

1

Ha rbor Cl ea n-up

Total Revenues
Expenditures by Object
Pers onnel
Suppl i es
Cha rges For Servi ces

Professional Services:
Ma rketi ng Pl a n
Conference Center
Pa rki ng Devel opment
E-na bl e Cons ul ti ng
Economi c Devel opment Counci l (EDC)
PADA Ma i n Street Progra m
Cl a l l a m Bus i nes s Incuba tor (CBI)
Ra yoni er Property Dev. & Ha rbor Pl a nni ng
Project Support/Other
Fa ça de Improvement Progra m
Other Cha rges for Servi ces
Tra ns fer to Ha rbor Cl ea n-up
Tra ns fer to CIP Fund
Ha rborworks Loa n Wri te-off

3

Total Expenditures
Net Increa s e (Decrea s e) i n Fund Ba l a nce

2

-

Begi nni ng Fund Ba l a nce

Ending Fund Balance
Settlement Cash-Restricted
Façade Program Cash-Committed
Endi ng Fund Ba l a nce
1

155,104

(858,241)
6,551,106

(939,633) (2,293,177)
5,692,865

(909,900)

4,753,232

2,460,055

606,910

630,519

471,619

4,045,994

1,745,994

934,994

-

-

-

-

-

-

-

-

-

-

153,242

133,312

100,326

83,542

143,542

57,359

12,787

24,717

17,391

23,871

45,269

64,933

269,539

8,092,928

6,396,002

6,551,106

5,692,865

4,753,232

2,460,055

1,550,155

Thes e tra ns fers a re for the Fa ça de Improvement gra nt progra m.

2

Ha rborWorks PDA recei ved a tota l of $650,000 i n l oa ns from the Ci ty ($150,000 i n 2008, a nd $500,000 i n 2009). Thes e l oa ns ha ve been recl a s s i fi ed a s l ong-term l i a bi l i ti es on the fi na nci a l s ta tements (a nd therefore
wi l l not be s hown a s expendi tures i n the budget).
3

Other Cha rges for Servi ces i ncl udes : communi ca ti ons , tra vel & tra i ni ng, a dverti s i ng, uti l i ti es , repa i rs & ma i ntena nce, a nd dues /s ubs cri pti ons .

To be successful, substantial on-going funding for
Economic Development must be identified.
Without an identified source of external funding,
the City may have to consider re-classifying the
fund away from a special revenue fund to, potentially, a sub-fund of the General Fund.

ties plus interest earnings – operating costs are
continuing to erode the Economic Development
fund balance to the tune of nearly $100,000 per
year.
In the Program and Services Plan scheduled for
2014, we will be going in depth on the Economic
Development Fund to make recommendations to
Council regarding the potential for future dedicated revenues as well as establishing more detailed policy guidelines on how the remaining
(and future) funds should be utilized.

Compounding the lack of any substantial, ongoing funding source, the Economic Development Fund has been utilized for a variety of operating and capital uses. For the 2013 Budget,
excluding the cost/re-payment associated with
the Harbor Clean-up, operating costs substantially exceed the resource contributions from utili26
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5.

6.

Utility Funds:

of debt.

{UNDER DEVELOPMENT}

In the chart below, you can see how the layers of
debt have been built-up during the period of
2001 – 2036. To help understand the nature of
the debt, we have color-coded the debt to group
it according to the underlying source of funding
for repayment of the debt:

Equipment Services Fund:
{UNDER DEVELOPMENT}

7.

Information Technology Fund:
{UNDER DEVELOPMENT}

8.

Un-limited tax general obligation (UTGO)
debt – green layer at bottom of graph. Debt
is paid by excess property tax levy approved
by voters. Will be fully amortized in November, 2015.

Self-Insurance Fund:
{UNDER DEVELOPMENT}

9.

Firemen’s Pension Fund:
{UNDER DEVELOPMENT}

Limited tax general obligation (LTGO) debt –
red layer immediately above the UTGO debt.
Most notable is the $1,000,000 balloon payment due in 2021 for the Niichel property.
Payments are from the General Fund.

10. Esther Webster Fine Arts Center Fund:
{UNDER DEVELOPMENT}
11. Debt Service:

REET-1 debt – light green sliver above and
adjacent to the UTGO & LTGO debt. Public
Work Trust Fund loans for street-related
improvements. Debt service paid by real
estate excise tax.

The City, for 2013, is currently paying on 23 debt
service issues related to:
Voter- approved bond Un-limited Tax General Obligation (UTGO) bonds;
Council-approved Limited Tax General Obligation (LTGO) bonds;
Utility Revenue bonds;
Public Works Trust Fund loans (PWTF);
Drinking Water State Revolving Fund loans
(DWSRF);
State Revolving Fund loans (SRF); and
Capitalized long-term lease obligations

Electric Revenue Bonds – yellow layer. Debt
payments are from electric utility rates.
Water + Wastewater + Stormwater Revenue
Bonds – blue layer. Debt payments are from
utility rates.
Water PWTF + DWSRF loans – light blue layer. Debt service paid by utility rates

If used strategically, debt can provide a sustainable means for addressing critical capital infrastructure needs. Debt financing allows both current users and future users to pay for projects
that they benefit from.

Wastewater Non-CSO Projects – orange layer. Public Work Trust Fund (PWTF) loans
related to treatment plant improvements.
Wastewater Combined Sewer Overflow
(CSO) Project – magenta layer. PWTF &
State Revolving Fund (SRF) loans plus estimates of costs associated with future draws
from authorized loans for Phase 1 and estimated PWTF loan for Phase 2.

Most, if not nearly all, of the City’s debt involves
fairly large public works-related capital construction projects. These projects provide additional
benefit to the community in creating contract/
sub-contract work for local contractors, construction jobs for local workers and construction supply work for a variety of local companies.

Solid Waste Transfer Station operating debt
– gray layer. Debt service associated with
the contract to operate the transfer station
and build necessary infrastructure at transfer stations

Conversely, if the City fails to adequately consider its total debt obligation it can create a reality
for residents and businesses alike whereby residents and businesses are hard-pressed to be able
to sustain the higher taxes and utility rates required to pay off the accumulated debt. The City
must consider the total overall cost to its residents and businesses prior to any future issuance

Solid Waste Transfer Station – Bluff Stabilization – brown layer. Estimate of revenue
bond to fund $15.5M of work at the transfer
station
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Table # -- Total Debt Service

$9,000,000

$8,000,000

$7,000,000

$6,000,000

$5,000,000

$4,000,000

$3,000,000

$2,000,000

$1,000,000

2036

2035

2034

2033

2032

2031

2030

2029

2028

2027

2026

2025

2024

2023

2022

2021

2020

2019

2018

2017

2016

2015

2014

2013

2012

2011

2010

2009

2008

2007

2006

2005

2004

2003

2002

2001

$0

Un-limited Tax General Obligation UTGO Bond (voter-approved)
Limited Tax General Obligation LTGO Bonds (Council approved)
REET-1 Public Works Trust Fund Loans
Electric Revenue Bonds
Water + Wastewater + Stormwater Revenue Bonds

Water Public Works Trust Fund PWTF and Drinking Water State Revolving Fund DWSRF Loans
Wastewater PWTF Loans -- Non-CSO Projects
Wastewater PWTF and State Revolving Fund (SRF) Loans -- CSO Project*
Solid Waste Transfer Station -- Operating Debt
Solid Waste Transfer Station -- Bluff Stabilization Revenue Bond*
Source: City of Port Angeles Finance Department

NOTE: * Includes estimates of future debt to be issued, loan draws to be taken or loans to be approved.
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The voter-approved debt obligation will be fully
amortized in 2015 opening the door for a potential voter-approved authorization for a variety of
projects including renovations to Civic Field, Vern
Burton Center, potential police station and other
projects yet to be identifies.

F.

Ability to Pay Analysis:
1.

Of significant concern is the $1,000,000 balloon
payment due in 2021 on the LTGO bond issued
for the Niichel property purchase adjacent to the
Transit Center. When originally conceived, the
City set aside $750,000 in reserves toward the
balloon payment and projected that interest
earnings combined with parking tax payments
would produce enough cash to make the yearly
debt payments plus allow the reserve fund to
grow to the $1,000,000 level by the balloon payment date. Unfortunately, the severe economic
recession has eroded the reserve balance whereby we project a potential shortfall of approximately $430,000 of additional funding being
needed at the start of 2021 to make the balloon
payment.

Defining What is Ability to Pay:
Defining what is meant by “Ability to Pay” is
not just an economic calculation. We also
need to consider demographic and political
factors.
In a traditional discussion of ability to pay, we
would look at disposable income, the income
remaining after required tax payments, as
the primary factor in determining what a
family or business could afford to pay for City
services. For Port Angeles, the term “City
Services” includes the traditional taxes paid
for public safety and general services plus the
utility rates and utility taxes paid for nearly
all of the utilities consumed by a resident or
business in Port Angeles.
Unlike most cities in this state, Port Angeles
supplies the electric, water, wastewater,
stormwater, solid waste and Medic 1 services
through a City-owned public utility. Most
other cities have a combination of utility providers that include city/county owned utilities as well as privately owned utilities.

To meet the future payment, the City will need to
start setting aside approximately $60,000 per
year between now and 2021 to have the funding
necessary for the balloon payment.

The one-stop shop for utility service in Port
Angeles has its benefits and drawbacks. Citizens and businesses only have to contact the
City to gain access to a complete menu of
utility offerings without having to contact
multiple providers. At the same time, the
concentration of services also serves to concentrate payments to a single provider that
in other cities are spread-out to multiple providers.

For the utility-related debt, the challenge is not so
much with the total amount but with the concurrent timing of all of the accumulated debt. Had
the City undertaken some of the obligations in
the 1980’s or even the 1990’s, the debt structure
would be significantly different. Projects that
could have started in the 1980’s or 1990’s would
have been paid off and funding for the landfill
bluff stabilization could have been done on a continuation basis rather than as another new layer
of debt.

The concentration of utility payments allows
citizens and business to better understand
the total cost of the utilities they are consuming because they can easily monitor their
single bill on a monthly basis rather than having to collect billings from multiple providers.

With the City’s current and anticipated debt
structure, especially for utility-related debt, there
is no opportunity for relief until 2029 at the earliest and final debt payments will not be due until
2034. Unfortunately, the current and projected
debt does not factor in future debt associated
with replace of deteriorating infrastructure in the
electric, water and sewer systems.

Earlier in this report, Table 2 highlighted
Household Income from the U.S. Census Bureau 2007 – 2011 American Community Survey 5-Year Estimate. Information from that
report highlights that nearly 58% of Port Angeles households have annual household
income less than $50,000. In comparison,
the estimate for Washington State is that
42% of household in the state have incomes
less than $50,000 – Port Angeles has over a
third more households having income less
than $50,000 than the state taken as a
whole.

Much of that infrastructure is either hidden below ground or for the electric system, hidden in
plain sight, where it is hard for the average citizen
to appreciate the condition, wear and tear on
electric lines, transformers and switches needed
to delivery reliable electricity to residents and
businesses in Port Angeles.
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More interesting is the comparison of Gross Rent
as a Percent of Household Income. In the chart
below, it is abundantly clear that households in
Port Angeles are spending significantly more of
their household income on rent than the rest of
the state.

Clearly, the less you pay for rent, the more disposable income is available for other uses including utility payments.

It is, probably, nearly impossible to develop a
mathematical formula that Port Angeles could
afford “X%” increase in utility rates or taxes but
not “Y%.” In reality, all residents and business
are very individualized. One business may have a
better opportunity pass-along smaller cost increases than another. One family might be less
able to afford a utility rate increase than another
family because the former family has to pay for
health care out of pocket and the latter is covered by health insurance.

the last straw but because of the aggregate total
of straw including costs from the City of Port Angeles, the State of Washington, the federal government and the private sector straws for gas,
healthcare, and everything else needed to sustain their lives.
2.

Comparable Communities – What are They and
Why:
{UNDER DEVELOPMENT}

3.

Nevertheless, it is relatively easy to paint a picture that economic environment for Port Angeles
and its residents and businesses is very challenged by the limited amount of household income compared to the rest of the State.

Demographic & Economic Comparisons:
We can tell a lot about a community by the use
of statistics that chart age demographics, economic factors, household income and a host of
other data points. And while we can chart and
graph all of this “stuff” we also need to recognize
that it is impossible to chart or graph the heart
and soul of Port Angeles.

Port Angeles could be likened to the camel awaiting the next straw to be added to the load. Eventually the camel will break-down – not because of
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How do you chart a community coming together
to build the new Shane Park playground? Or
what kind of graph can we use to tell the story
of……

day we may need more services and numerous
other questions.
The median age in the Port Angeles micro area is
31% older than the median age in Washington
State – what does this mean for service demand
in Port Angeles? Almost 24% of Port Angeles is
age 65 and older in comparison to 12% for Washington State. Looking at that sliver of data, a
substantially older population may place heavier
demands on health care, emergency medical
services, and the need for assisted living. Additional demands may be for recreational activities
to occur during daylight hours, need for curb cuts
to allow for easier access by wheelchairs and/or
walkers, opportunities for seniors to volunteer or
“give back.”

We will look at demographic and economic data
in an attempt to help us understand the challenges we face as a community. Some of that information is very easy to understand while other
information will take some thought to get to the
point of the message. As we look at this data, we
need to keep in mind that charts, graphs and
data cannot tell the whole story but we need to
build a base of knowledge that will facilitate making assumptions and projections for the future of
Port Angeles.
One of the first factors to look at is what does
Port Angeles look like from a demographic perspective – how many children do we have, how
many seniors do we have? With a better understanding of how we look from a demographic
point of view, the easier it will be to understand
what services may be increasing in demand, what
service demands may be lessening, what time of

Actual

The Port Angeles School District, in their 2008
Demographic Study / Enroll Projections by Keith
Bigelow and John Fotheringham noted in their
Summary of Enrollment Projections the following:

Projection

1970

Oct. 1 Headcount
4,957

2008 Est.

Oct. 1 Headcount
4,206

1980

4,688

2013 Est.

4,124

1990

4,978

2018 Est.

4,217

2000

4,832

2023 Est.

4,309

2007

4,281

2028 Est.

4,326

It should not be surprising that school enrollment
is shrinking when we examine the number of
adults in prime parenting ages of 20’s – 30’s.
When you combine that information together
with household income, it is easy to extrapolate
that families may be in a difficult position of having to decide if they can afford to have another
child.

for a 2-parent family where both parents do not
work the same schedule. How should the City
design programs and services to factor in the
ever more common non-traditional family?
In looking at educational attainment, we can
begin to see one of the challenges faced by our
emerging high tech composite industry and others – the lack of a highly trained workforce. State
-wide nearly 41% of the population has an Associate’s degree or higher compared to 34% in Port
Angeles. The recent work by Peninsula College in
developing programs to help close the gap in education and skills will be very important to attracting new high tech businesses to the community.

In addition, what is the impact of single-parent
families on needing services from the City or social service agencies? Do we need to develop
programs and services that can assist singleparent families who may lack the flexibility to
transport children to soccer or baseball practice
or a doctor’s appointment, or a dance class?
Those very same challenges may also hold true
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4.

What Does It Mean:

3.

{UNDER DEVELOPMENT}

Next Steps:
{UNDER DEVELOPMENT}

G. Policy Review & Analysis:

III.

{UNDER DEVELOPMENT}

APPENDIX:
A. Financial Policies

H. Relationship to Budget Development:

B. MuniCast project Detail

I.

C.

Benchmarks & Performance Measurement:
{UNDER DEVELOPMENT}

J.

Summary & Conclusion:
{UNDER DEVELOPMENT}
1.

Financial Plan Summary:
{UNDER DEVELOPMENT}

2.

Program & Services Plan Review:
{UNDER DEVELOPMENT}
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