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MAYORôS OFFICE 

Dan Pike, Mayor 
City Hall, 210 Lottie Street 

Bellingham, WA  98225 
Telephone  (360) 676-6979 

Fax  (360) 738-7418 

 
 
 
 
TO:   Bellingham City Council and the Bellingham Community 
 
FROM: Mayor Dan Pike 
 
DATE:  October 23, 2008 
 
RE:  Presenting the Preliminary 2009 Budget 
 
 
The Preliminary 2009 Budget I am presenting to you serves as a financial guide and work 

plan for the coming year with a clear focus on achieving the Cityôs mission of:  

Supporting safe, satisfying and prosperous community life by providing the 
citizens of Bellingham with quality, cost-effective services that meet todayôs 

needs and form a strong foundation for the future.  

In the execution of our mission, you, the Council, identified nine (9) goals (see Pages 19-20) 
to guide our work in the year ahead.  It is within the context of those 2009 goals, and the 
current and projected national and local economic conditions, that I formally present for your 
review our proposed budget. This proposal offers prudent investment in priority initiatives 
while maintaining essential government services and projected reserves; it also 
recommends no reductions of existing employees and proposes no property tax rate 

increase.   

It is important to point out that the weeks leading up to this submission have been, to say 
the least, volatile in terms of U.S. economic indicators.   It is not a question of ñifò this 
volatility will have an impact on our resources for 2009 and beyond; it is a matter of how 
much and for how long.  Though we have been conservative in estimating revenues for the 
coming year, recent daysô developments make visibility going forward that much more 
uncertain.  I recently informed our department heads that it is not out of the question that 
continued rapid declines in economic vitality nationwide might prompt us to recommend 

additional revisions to this spending plan, even before you have finished your review.  

As you know, just as we were putting the final touches on our first draft of the budget, 
economic indicators lurched further downward.  It became evident that we needed to be 
even more conservative in our projection of future revenues and I thank you for agreeing to 
postpone the submission of this document in order to enable further revisions affecting the 
bottom line.  To ensure full transparency during these times of rapid change, it is important 
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to get on the record that this might not be our last recommended change as the weeks 

ahead unfold. 

Caveats aside, this spending plan could not have come together if it were not for the 
excellent team work of all City departments that stepped up to meet the economic 
challenges while guiding their teamsô innovations to meet our obligations.  Any uncertainty 
about this budgetôs projections is a result of national economic upheaval and despite the 

good work of our team. 

To achieve the presented objectives and core city operations, we have carefully developed 
a balanced budget that totals $214 million, with a General Fund total of $72 million.  We will 
again successfully blend our local citizensô and businessesô taxpayer support with resources 
provided by other levels of government to fund a wide range of services and meet 

mandated outcomes defined by federal and state governments.  

Though our primary General Fund revenue streams have softened considerably as 2008 
progressed, Bellingham is fortunate to be ahead of many parts of our state and nation in 
terms of economic activity.  At the same time, as our national economic challenges ricochet 
around the world, other currencies, such as the Canadian dollar, have suffered, too.  There 
is concern that a weaker Canadian dollar will erode going forward some of the economic 
buffer we in Whatcom County have benefited from during much of this past year. 

In light of recent national news about questionable management of assets by some, I 
remain grateful to former city councils and administrations who approached financial policy 
and management with a long-term view, even though we now know that some of that view 
was overly optimistic.  The Cityôs financial condition, though facing serious challenges, will 
be manageable in the near term. It is unclear, however, when the state and national 
economies will pick up steam, and as such we have looked beyond this budget and are 
maintaining a careful eye on possible scenarios that could face us in subsequent years.  In 
particular, we will need to work together to address some longer-term fiscal stability and 
structural issues, a conversation that has already begun internally. 

We have endeavored within the 2009 Budget to retain the quality service that the citizens of 
Bellingham expect and deserve.  This is being done with the recognition that the costs of 
delivering these services are rising at a rate that is not sustainable given the current long-term 
forecasts for revenues.  Certainly the recessionary economy has magnified this point.  In 
recognition of this dilemma, I am initiating an internal taskforce that will focus their efforts on 
developing a management plan that will recommend options on how to solve this difficult 
financial problem in the years beyond 2009.  It is hoped that this taskforce in conjunction with 
the efforts of our budget staff and your counsel will identify what actions we should take as we 
form the criteria for building what is certain to be a difficult 2010 budget.  

Approach to 2009 Preliminary Budget 

In light of a softening economic climate, city departments were asked to contain all 2009 
spending to as close to 2008 levels as possible.  This meant absorbing 2009 bargaining 
unit, salary step and cost-of-living increases, market-driven benefit cost escalation and a 
generally high period of inflation on supplies and materials.  This was a tall budgeting task.  
Iôm pleased to report that most departments achieved that goal and others strived to get as 
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close as possible to a no-increase budget.  We are fortunate to have such an experienced 

team-oriented set of departmental leaders. 

A priority was also to safeguard the extensive investment we have made in our human 
capital, and on balance, we have succeeded on that front.  I am proposing no lay-offs of 
existing personnel.  To offset strategic initiative positions being added for ô09, however, and 
balance the budget, 13 FTE vacancies have been eliminated.  For others, we are limiting 
start dates to later in the ó09, if in fact they prove to be at all feasible amidst changing 
conditions.  The net loss of FTEs through vacancy eliminations brings the total proposed 
City workforce to 910.5, inclusive of 62.6 FTEs in temporary labor.  This compares to 916.3 
FTEs budgeted in 2008.  For any remaining vacancies that are budgeted partially or fully in 
the coming year, I expect to continue our ñsoftò hiring freeze to closely manage our 
resources. 

In general, departments were advised that budget submissions would be reviewed in light of 
four general priorities or criteria: 

 Protecting the publicôs safety 

 Maintaining and safeguarding our capital assets 

 Leveraging third party, e.g. other governmental or private grant, resources; and 

 Executing City Council goals and objectives 
 
We have also reflected the ñhot off the pressesò feedback from randomly selected 
Bellingham residents who participated in our bi-annual scientific telephone survey.  Their 
goals of increased public safety, maintenance of quality of life standards while containing 

costs and bolstering increased economic development are reflected in this document.   

Though a slight majority (55%) of survey respondents reported they would be willing to pay 
higher taxes to preserve core city services, it is important to note that this data was mostly 
collected before the recent national financial chaos.  An expressed willingness to pay more 
is certainly a credit to the excellent service that our dedicated staff team provides citizens.  
Nonetheless, a review of the narrative comments submitted by the respondents, my 
conversations in the community, decade-high inflation and the treacherous economic 
forecasts compel me to not seek a deeper reach into residentsô and businessesô 
pocketbooks with this spending plan.  

In our budget preparation conversations, some of you have contended that the per-
household increase in property tax resulting from our taking of the statutorily allowed 1% is 
modest in raw dollars.  That is accurate.  I also believe that it might oversimplify the matter, 

however. 

The Consumer Price Index (CPI) is currently running between an inflation rate of five and 
six percent.  As has been well publicized, energy costs have ripped a significant hole in 
residentsô personal budgets and those of most local businesses.  Many are facing sharp 
increases in their flexible rate mortgages and insurance costs, and simultaneously seeing 
their savings and retirement fund values plummet.  In short, many people are already falling 
behind financially; their revenues are not keeping pace with their expenses.  Adding even 

ñmodestò dollars to the plight of personal households or small businesses widens that gap.   
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As the recent Countywide Housing Affordability Task Force reported rather forcefully, we 
have too many households in our area that are paying an excessive percentage of their 
income for housing costs.  More than ten thousand households countywide pay more than 
50% of income for their housing.  Property taxes affect owners and renters.  To be realistic, 
it is unlikely that a landlord would pass along only the ñmodestò equivalent of a 1% property 
tax increase pro-rated to each rental unit.  Increasing fuel and utility costs would likely 
compound and this could mean a steep bump for already overburdened renters, especially 
since the market might bear higher rents now when there is tighter supply and more 
demand due to tighter credit for home purchases.  I believe we need to be mindful of low 

and moderate-income residents in particular; too many are already living on the edge. 

With you, I share the concern about a need for increased affordable housing and 
homelessness prevention.  I remain concerned that the real and psychological impacts of 
increasing property taxes could contribute counterproductively against our housing 

affordability and homeless reduction goals. 

Finally, for all taxpayers, I contend we should show we understand their tightening financial 
situation, where wages and salaries are falling behind inflation, and instead communicate 
that we will control what we can control to live within our means as a government, too.  

In summary, the preparation of this budget reflects a disciplined operating philosophy, 
infrastructure maintenance, services delivery, consideration for the Cityôs long-range goals 
and a desire to strengthen the resiliency of our financial position, including maintaining 
reserve dollars on hand, while limiting the impact on taxpayers during a difficult economic 
time. 

New Cross-Departmental Functional Budgets on Key Issues 

Though not included in this bound version of the Preliminary Budget, in response to Council 
requests, we will be piloting during the ô09 budget process the presentation of two cross-
departmental functional budgets.  As rightfully pointed out, large community-wide endeavors 
often involve multiple city departments.  The traditional means for presenting our budget 
according to fund accounting standards and within departmental ñsilosò means that the 
totality of interdepartmental collaboration and the allocated City resources focused on those 
large-scale endeavors is hard to decipher.  Within the coming weeks, two separate 
functional budget documents capturing our collective efforts on the Lake Whatcom 
watershed and the waterfront redevelopment will be presented to you.  At the end of this 
yearôs process, we can then debrief how well this pilot approach has met your needs as 

policy makers and adjust accordingly. 

Highlights of the 2009 Budget 

Even within a constrained financial picture, my budget proposal to you keeps us on course 
protecting Bellinghamôs quality of life and moving forward on previously launched high 
priority initiatives.  It also presents a few new items that will help us better respond to 
neighborhood threats and disturbances, the needs of local businesses and those of 
entrepreneurs who wish to join or grow our local economy, including those producing ñgreen 
jobs.ò 
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I further draw your attention to: 

 The addition of a Police Department ñNeighborhood Anti-Crime Team,ò which will 
be a proactive problem-solving unit assigned to the patrol division.  The team will be 
project-oriented and focus on issues/concerns in the 24 neighborhoods and districts 
of Bellingham.  The team will partner with community members to reduce/eliminate 
crime and nuisances, as well as the fear of crime.  Traditional and nontraditional 
enforcement methods will be used in the scope of their work.  Through reallocated 
departmental funds and only $200,000 in new General Fund resources, the Team 
will be comprised of three (3) new sworn officers and a supervising sergeant.  
Flexibly scheduled to respond to identified issues during their time of occurrence, be 
it day, swing or night shift, the team will provide focused rapid response that does 
not require pulling personnel off patrol, other investigations or duties.   If approved by 
Council, the Team will be an essential part of timely response to chronically 
problematic residential behavior, a rash of vehicle prowls in a given neighborhood or 
other emerging issues that are neighborhood-based.  By freeing up other sworn 
personnel, the Team also helps us address the fact that Bellingham Police 
Department staffing levels have been at 1997 ratios for some time, despite our 
growing population and geography. 

 Allocated resources to operationalize the Bellingham Public Development 
Authority (PDA) with 1.7 FTEs and support costs.  The PDA will be the Cityôs real 
estate development arm for parcels and properties throughout Bellingham, including 
parts of the waterfront district.  I consider it a key part of our efforts to help us grow 
out of this economic slump.  I will also ask the PDA board to guide its staff to be key 
customer service personnel for the business community.  Entrepreneurs and 
businesses that are interested in our area or who are already here but face 
challenges affecting their prosperity often contact the City first to request assistance.  
In addition to monitoring trends and providing responsive service to these 
enterprises, the PDA will help broker the customers to local resources, such as 
those with whom the City subcontracts, e.g. Economic Development Council, 
Sustainable Connections, Small Business Development Center, etc., and also to its 
own resources. The overriding goal here is to create a welcoming, accessible ñfront 
doorò to business enterprises. 

 A set-aside of at least $150,000 for as yet an undesignated Lake Whatcom 
watershed initiative as we attempt to positively affect TMDL figures through various 
means.  These resources are in addition to all the Cityôs other efforts on behalf of the 
watershed, which will be presented to Council in a unified functional budget outside 
of this document. 

 Continuing our work with the public, the Port of Bellingham, local educational 
institutions and the private sector to carry forward the waterfront redevelopment 
master plan that emerges from fall 2008 public input sessions and subsequent 
legislative and regulatory action.  A total of $764,000 is segregated within the 
Executive budget for waterfront planning and execution, including 1.5 FTEs, 
which reflects a 1.0 FTE decrease from 2008.  It is my belief that early action items 
on the waterfront will be critical to aiding local economic recovery.  Furthermore, the 
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longer-term success of the waterfront area will shape our revenue streams for years 
to come. 

 Co-founding with higher education, local non-profits and visionary corporate leaders 
a public-private Sustainability Strategies Council that will examine how our area 
can within five years become an established magnet for green businesses that 
provide business-to-business and consumer-focused ecologically sound products 
and services, including those that constitute ñwaste-to-profitò product lines.  

 Continues ñMap Your Neighborhoodò efforts for emergency preparedness among 
our citizens and further develops emergency response and recovery planning with 
other levels of government, neighborhoods, business and non-profits.   

 Sets the stage for opening the new Whatcom Art & Childrenôs Museum by fall, 
2009. 

 Maintains our focus on meeting GMA population density goals through urban 
villages and the Infill Toolkit, while also advancing affordable housing programs 

and projects. 

Bellinghamôs Financial Resiliency 

In a year of downward financial trends, increasing inflation and growing unemployment, it is 
important for us to take stock of what our governmentôs management practices, established 
reserves and other resources look like to assure resiliency above and beyond the activities 
of the 2009 spending plan. 
 
From a management best practice perspective we continue to: 

 Use a methodology to forecast key tax revenues that combines historical and month-
to-month trend analysis, including outside perspective from financial experts and 
local business leaders. 

 Monitor the effect of local market-driven private sector consolidations and mergers 
as they relate to future revenues.  An example of this from the current year was the 
identification of the impact of two local health care sector mergers/acquisitions, 
which eliminated previously taxable transactions between the parties.  The net tax 
loss of these two consolidations amounted to hundreds of thousands of dollars on an 
annualized basis and their impacts were factored into our conservative request for 
2008 departmental budget reductions and tight 2009 budget proposals. 

 Monitor the apportionment of Business and Occupation Taxes that went into effect in 
2008.  This allows businesses that deliver goods and services to the counties or 
cities outside of Bellingham to deduct the gross amount of those goods/services 
from their B&O tax base used to calculate what is owed the City.  The full, specific 
impact of this policy change above and beyond initial estimates by the Washington 
Department of Revenue are still being documented and will not be fully known until 
annual B&O filers submit their fiscal year 2008 paperwork. 

 Seek funding solutions ï internal and legislative - for our obligations for the Public 
Employees Retirement System (PERS) and Washington Law Enforcement Officersô 
and Fire Fightersô (LEOFF) Retirement System.  The City is required under RCW 
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41.18 and 41.20 to pay the pension and medical costs of LEOFF-1 current and 
former fire and police employees who meet certain hire or retire date requirements.  
The actuarial study indicated a projected present-day value of this liability at over 
$47 million.  As of October 1, 2008, the City has more than $13 million available in 
fund balances to cover this liability.  In 2009, we will contribute just over another $1 
million to the balance.  The current funding plan will enable the City to actuarially 
fund its LEOFF-1 Pension and Long Term Care obligations by 2017, ahead of the 
required deadline.  The City intends to continue to pay the medical obligations as we 
incur these costs.   

 Successfully obtain State and Federal funds for capital projects through leadership 
of our delegation members, who are well-positioned within the respective levels of 
government. 

 Use best practices to reduce basic operations costs of city functions, such as the 
reduction in utility consumption, increased use of hybrid vehicles and other 

sustainability features. 

A Look at Reserves 

City of Bellingham financial reserves include those that are legally required (e.g. bond debt 
service reserves), those that are incumbent upon us as trustee for various collaborative 
funds (e.g. Medic One and Public Safety Dispatch or WhatComm) and those established by 
internal policy.  These reserves can be both designated and undesignated in terms of 
specific purpose and use caveats. 

At the time of this budget submission, the City has more than $71 million dollars in reserve 
accounts of all types.  Among the largest of these is the General Fund Reserve, which the 
2009 proposed budget projects the December 31, 2009 Estimated Ending Balance to be 
$7.7 million.  Given the fluidity of the economy, we must closely monitor this fund projection 
as we near the end of ô08 expenditures, finalize the ô09 budget and execute its plan in the 

year ahead. 

Due to our costs of doing business and endangered revenue streams, avoidance of serious 
erosion of reserves in subsequent budget years, however, will depend on our success in 

finding longer-term structural answers to rising costs as referenced earlier in this document.  

Impact of Pending Annexations 

We await official Council action on ten (10) applications for annexation currently on file with 
the City.  This budget proposal assumes that, if approved, any annexationôs direct effects on 
levels of services (LOS) would not occur until 2010 at the earliest; therefore, no specific 
resources related to LOS have been budgeted for 2009.  This is not to say that City 
departments, particularly the Planning and Community Development Departmentôs staff, 
wonôt be putting in considerable time on the annexationsô processes in the coming year, but 
other departments are not allocating dollars specific to service delivery.  Annexations will be 
an important driver of budget considerations in 2010 and beyond, however, and the Longer-

Term Fiscal Structure Task Force will examine them closely. 

2009 Proposed Budget Staffing Changesô Impact on Comparable Ratios 



Mayorôs Budget Message   

 
Page 12  City Of Bellingham, Washington 

2009 Preliminary Budget 

After a reduction in force in 2004-2005, subsequent city budgets increased the payroll back 
to 2003 levels in terms of total employee full time equivalents (FTE), even though the 
distribution of the FTEs as of 2008 was different than the baseline year referenced.  The 
2008 budget alone proposed adding 22.7 FTEs (8.8 FTEs within the General Fund), though 
four of those for a joint Lake Whatcom Management structure were not executed.  A total of 
6.2 positions were also created by Council ordinance during 2008 after the budget was 
adopted. 

As previously described, the budget before you proposes creating 4.0 new FTEs in the 
Police Department and 1.7 FTEs to begin PDA operations, two key public safety and 

economic development initiatives for the year ahead.  

Offsetting these requested 5.7 FTE positions are the elimination of 13 current or projected 
FTE vacancies below: 

 

 1.0 FTE administrative assistant in Planning & Community Development 

 1.0 FTE Planner I in Planning & Community Development 

 1.0 FTE Community Development Specialist II, in PCD 

 1.0 FTE Waterfront Redevelopment Manager 

 1.0 FTE Firefighter (projected vacancy) 

 1.0 FTE Firefighter (projected vacancy) 

 1.0 FTE ITSD Network Analyst 

 3.0 Lake Whatcom Management Staff 

 1.0 Finance Systems Manager 

 1.0 ITSD Department Manager 

 .5 FTE Museum Office Assistant I 

 .5 FTE Judicial & Support Services Office Assistant II 
 
In addition, there were a number of other changes during 2008 that impact the number of 
FTEs.  These include: 

  6.2 FTEs added by ordinance  

 -2.7 FTEs limited-term positions and re-organizations 

 -2.0 FTEs temporary labor 
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The resulting change in FTEs is calculated as follows: 

If approved, these reductions take 
the proposed net 2009 city 
workforce down 5.8 FTEs to 910.5 
when compared to the 2008 
adopted budget of 916.3 FTEs.  The 
table below compares the requested 
number of FTEs for 2009 to prior 

yearsô adopted budget levels. 

With these net changes, the City will 
maintain a ratio of staff to population 

(11.8) that is below that of most years in the past decade, with the exception of the years 
(ô04-05) when a more significant reduction in force was implemented.  At the same time, we 
will continue to operate at a level of staffing stretched but sufficient for our service needs. 
 

10 YEAR HISTORY OF BUDGETED POSITIONS IN FULL TIME EQUIVALENTS

FROM ADOPTED BUDGETS

Employee Group 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 1.0 1.0

Elected City Council 7.0 7.0 7.0 7.0 7.0 7.0 7.0 7.0 7.0 7.0

Elected Municipal Judge 0.0 0.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0

Non-Represented Employee Grp 69.1 75.9 75.6 78.6 77.4 77.1 79.9 83.9 90.8 87.3

Supervisors and Professionals 81.0 90.9 94.3 100.6 101.7 104.9 103.4 108.6 107.8 106.0

Professional Librarians 9.1 9.3 9.3 8.3 8.0 8.0 8.0 8.0 8.0 8.0

Emergency Med Svcs Dispatch 0.0 10.0 11.0 11.0 11.0 12.0 12.0 12.0 13.0 13.0

Fire Supervisors 8.0 8.0 8.0 8.0 7.3 7.0 8.0 8.0 8.0 8.0

Firefighters 117.0 120.8 128.7 129.7 129.3 122.5 126.0 132.0 135.0 133.0

Police 97.0 97.0 98.0 98.0 95.4 95.1 100.0 102.0 102.0 106.0

WHAT COMM Dispatch 0.0 0.0 0.0 23.0 23.0 23.0 23.0 26.0 26.0 26.0

Non-Uniformed 381.2 387.3 379.1 355.7 334.4 323.5 327.3 336.5 352.1 351.6

TOTAL REGULAR 771.4 808.2 814.0 822.9 797.5 783.1 797.6 827.0 851.7 847.9

Temporary Labor 58.8 69.0 73.4 69.1 60.9 59.2 62.2 66.6 64.6 62.6

TOTAL PAID WORKFORCE 830.2 877.2 887.4 892.0 858.4 842.3 859.8 893.6 916.3 910.5

Elected Mayor (and Finance 

Director through 2007)

TOTAL PAID WORKFORCE
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TOTAL BUDGETED POSITIONS
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Number FTE

916.30 2008 budgeted positions

6.20 positions added by ordinance during 2008

5.70 new positions in 2009 budget

(13.00) elimination of vacant positions

(2.70) limited term and re-organizations

(2.00) temporary labor

910.50

(5.80) net reduction in FTE from 2008 budget
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Beyond any new personnel and initiatives described above, our citizens expect that the City 
will continue its proud tradition of providing quality basic services to the community.  This 
budget will maintain momentum on managing growth, redeveloping the waterfront, moving 
Lake Whatcom back toward health, bringing jobs and economic development to our 
community, strengthening and expanding cherished cultural facilities, deepening our 
engagement of neighborhoods and building or maintaining key capital infrastructure.  The 
respective departmental budgets and the Department Headsô presentations you will receive 
in November on those budgets will elaborate to assist you with your fiduciary review and 

approval responsibilities. 

Summary 

A Cityôs budget is its most important policy action.  It represents an annualized purchasing 
of incremental progress toward the vision we share for our community and protection of the 

quality of life for which Bellingham is proud to be known. 

We have followed City Council goals and objectives, input from our citizen advisory boards 
and commissions, public requests and suggestions, and our best professional judgment to 
formulate this proposed budget.  

I am honored to work alongside our skilled City employees and volunteers to actualize our 
vision and I thank them for their hard work and dedication in delivering community services 
and attaining the City Council Goals.  I also extend my gratitude to you, our cityôs policy 
makers, for the much more than ñpart-timeò job you do on behalf of your constituents and 
the community as a whole.  We might not always agree on all the details of proposed 
actions, but a culture of healthy dissent is the hallmark of our democratic principles and an 

indication of how much we all care about Bellingham and the surrounding area. 

I would like to specifically acknowledge Finance Director John Carter, Budget Manager 
Brian Henshaw and the entire Finance team for the many long hours required to produce a 
spending plan of this complexity and scope.  The budget staff, in cooperation with staff in 
departments throughout the City who contribute to the budget document, has earned the 
ñDistinguished Budgetò award from the Government Financial Officers Association for five 
(5) consecutive years.  We are indeed fortunate to have these fine professionals working on 
our behalf. 

As I reflect on the impending close of my first year in office, I remain immensely grateful to 
the citizenry for this opportunity to serve.  Despite our current fiscal challenges, I look 
forward with great enthusiasm to working in 2009 with the Council, our staff and our 

committed citizens to ensure Bellinghamôs vibrant future.   

Sincerely, 

 
Dan Pike, Mayor 
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CITY COUNCIL LONG -TERM GOALS  
 
Council long-term goals are reviewed each year during the City Councilôs planning retreat.  
These goals are periodically amended to reflect changing priorities.   
 

BELLINGHAM CITY COUN CIL GOALS FOR 2009  
 
PREAMBLE: 
 
The underlying premise that guides all City Council policy making is to protect and enhance 
the quality of life and livability throughout Bellingham.  
 
The goals described and enumerated below, as adopted by the City Council, support the 
overall direction of the Comprehensive Plan and will provide additional focus to municipal 
operations for the 2009 budget year.  The goals will also help us benchmark progress on 
key elements of our shared vision for the City and assure that limited resources are used 
efficiently and effectively. 
 
The corresponding objectives and strategies linked to each goal represent only a partial 
illustrative list of the focused work City departments will undertake during the year to move 
us closer to our shared goals.  Any numbering of the objectives or strategies is for 
organizational purposes only and is not intended to indicate prioritization. 
 
Ongoing Commitment to Core City Services 
 
In addition to the enumerated goals, the City of Bellingham in 2009 will remain committed to 
maintaining or improving the current levels of core municipal services upon which our 
citizens rely.  We will continue to develop and implement plans that preserve and shape 
Bellingham as a city of neighborhoods that work together and function interdependently as 
a vibrant, livable community with a distinct sense of place. 
 
Furthermore, we will remain dedicated to being a supportive environment for commerce, 
inclusive of our efforts to develop a vibrant downtown that includes a mix of residential, 
commercial, educational, retail and cultural uses and amenities, and that links seamlessly to 
our developing water front and surrounding neighborhoods. 
 
With these ongoing commitments to core services, we also establish these goals for 2009 
and will assure that the Cityôs financial and human resources are allocated to achieve them: 
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Goal One 
 
Return the quality of the Lake Whatcom reservoir to 1992 TMDL levels by 2018. 

 
Goal Two 
 
Continue to alter local transportation habits by further reducing automobile trips (from 87% 
to 75%) by 2022, by improving transit, bicycle, and pedestrian choices. 
 
Goal Three 
 
Implement a vibrant waterfront strategy that reflects the Waterfront Futures Plan and 
complements the downtown and Old Town. 
 
Goal Four 
 
Support programs and provide facilities that serve low-income families and individuals, 
including an increase in the availability of affordable housing throughout the city.  

 
Goal Five 
 
Implement the Comprehensive Planôs strategies on urban villages and infill.  
 
Goal Six 
 
Establish and communicate clear annual budget priorities utilizing community input 
strategies and examine how these priorities can be linked to expenditures of discretionary 
funds. 
 
Goal Seven 
 
Enhance public safety. 
 
Goal Eight 
 
Maintain and improve an efficient municipal infrastructure.  
 
Goal Nine 
 
Protect and enhance the Cityôs cultural, educational, recreational, and environmental 
assets.  
 
 
Departmental Objectives listed in their budget summary sections refer by number to 
council goals that apply to the objective.  The applicable goal number will be shown 
at the end of the objective in the following format:  (CG #)  
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BUDGET DEVELOPMENT POLICIE S 
 
Budget and Financial Policies were reviewed and re-written during 2006 and 2007.  The 
new policies are presented here: 

City Philosophy and Guidelines 

The City of Bellingham strives to provide a healthy balance of services to promote an 
outstanding quality of life in the City.  While recognizing the importance of all programs to 
promote this goal, it is understood that the City's ability to provide services can vary 
according to shifts in the local and state economy.  During periods of flat or declining 
revenues the City's emphasis on programs for public safety and maintaining previous 
investments in capital facilities will increase.  During periods of increasing revenues the City 
will generally work to improve the balance among different program areas.   
 
This philosophy is illustrated in these five guiding principles: 

1. Policy and administrative decisions should reflect long-term community goals. 
 
2. All City decisions should reflect both immediate and long-term costs. 
 
3. Encourage citizen stewardship through involvement in civic affairs. 
 
4. Promote and support intergovernmental and public/private partnerships. 
 
5. Planning a healthy environment for children fosters a healthy environment for us all; 

therefore, all City policies and decisions will consider the well-being and safety of 
children. 

 
The following sections lay out policies that follow this philosophy.  In addition to the policies, 
the City of Bellinghamôs budget process is governed and its policies superseded by the 
Revised Code of Washington (RCW) 35A.33. 

General Budget Policies 

1. Strategic Plan ï The City Council will issue its Goals & Objectives at the start of each 
budget cycle.  These Goals & Objectives will be used as the framework to help guide 
spending prioritization within the City. 

 
2. Budget Preparation ï Department Heads have primary responsibility for formulating 

budget proposals consistent with the City Council, Mayor, and Chief Administrative 
Officer priority direction, and for implementing them once they are approved. 
 
The Budget Office is responsible for coordinating the overall preparation and 
administration of the City's budget and Capital Investment Program Plan. This function 
is fulfilled in compliance with applicable State of Washington statutes governing local 
government budgeting practices. 
 
The Budget Office assists department staff in identifying budget problems, formulating 
solutions and alternatives, and implementing any necessary corrective actions. 
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3. Examination of Existing Base Budget ï During the annual budget development process, 
departments will thoroughly examine their existing base budget to remove one-time 
appropriations and to reduce or eliminate any services that are no longer priorities or do 
not create value that at least offsets the cost of providing the service. 

 
4. Performance Budgeting ï Performance measures will be utilized and reported in 

department budgets.  The City will prepare trends, comparisons to other cities, and 
other financial management tools to monitor and improve service delivery in City 
programs. 

 
5. Services to Keep Pace With Community Needs ï The City will strive to ensure that City 

service priorities keep pace with the dynamic needs of the community by incorporating a 
service needs review as part of the budget process. 

 
6. Balanced Budget ï In compliance with RCW 35.33.075, the City adopts a statutorily 

balanced budget, which requires total estimated resources (beginning reserves plus 
revenues) equal the total appropriation (expenditures plus ending reserves).  
Semiannually the Budget Manager will prepare a six-year forecast of revenues, 
expenditures and reserves so the City can ensure that expenditures are limited to an 
amount that can be sustained within projected revenues while maintaining prudent 
reserves.     

 
7. Distinguished Budget Presentation ï The City will prepare its budget in accordance with 
the Government Finance Officers Associationôs (GFOA) recommendation.  It will also 
seek to obtain the GFOA Distinguished Budget Presentation Award for its annual 
budget. 

Revenue Policies 

The City must be sensitive to the balance between the need for services and the City's 
ability to raise fees, charges, and taxes to support those services. 
 
1. Mix of Revenues ï The City should strive to maintain a diversified mix of revenues in 

order to balance the sources of revenue amongst taxpayers and to provide ongoing 
stability and predictability.  The City's overall revenue structure should be designed to 
recapture for the City some of the financial benefits resulting from City economic and 
community development investments. 

 
2. Charges for Services ï Charges for services that benefit specific users should recover 

full costs, including all direct costs, capital costs and overhead.  Departments that 
impose fees or service charges should prepare and periodically update cost-of-service 
studies for such services.  A subsidy of a portion of the costs for such services may be 
considered when Council determines such subsidy is in the public interest. 

 
3. One-time Revenues ï The City will not use resources received, that are considered to 

be of a one-time nature, to fund on-going operational costs. 
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4. Grant Agreements ï Prior to application and again prior to acceptance, grant 
agreements will be reviewed by the appropriate City staff to ensure matching 
requirements are reasonable and attainable, and ensure compliance with regulatory 
requirements is possible. 

Operating Expenditure Policies 

1. Adding New Staff ï The City allocates staff and resources necessary to safely, 
effectively, and efficiently meet the needs of our citizens.  Any change to staffing and 
resource levels will be consistent with the overall goals and priorities of the City Council.  
The Executive, Finance, and Human Resources Departments will consider the following 
factors to closely manage staffing changes to maintain city priorities: 

a. The nature and duration of work assignments/projects; 
b. Amount and sustainability of funding sources; 
c. Consistency with City Council goals; and, 
d. Feasibility and cost effectiveness of all service delivery options. 

 
2. Public Stewardship ï In all Operating Expenditure areas the City will strive to balance 

prudent decision making with fair market considerations in order to receive optimal value 
for the funds being expended. 

 
3. Compensation ï The City strives for a compensation practice that will attract and retain 

competent employees and be in harmony with the community served.  In establishing 
compensation, which includes salary and benefits, the City will normally reflect the 
compensation practices of employers in the geographic area from which job applicants 
are recruited. 

 
4. Full Cost Allocation ï Department budgets should be prepared in a manner to reflect the 

full cost of providing services.  The only exception would be for General Fund 
department costs that would be attributable to other General Fund department services.  

Financial Planning & Forecasting Policies 

The City maintains a six-year Financial Forecast of resources and expenditures for the six 
years beyond the current budget period.  This Forecast is updated quarterly to provide the 
Cityôs decision-makers with an indication of the long-term fiscal impact of current policies 
and budget decisions.  The City will regularly test both its planning and forecasting 
methodology and use of planning and forecasting tools in order to provide information that 
is timely and accurate. 

Budget Adjustments & Amendments 

The current periodôs Operating Budget may be adjusted during the year using one of two 
methods. 
 
The first method is an Adjustment.  This involves a reallocation of existing appropriations 
and does not change the Fundôs, or for the General Fund the Departmentôs, budget ñbottom 
line.ò  No City Council action is needed as State law allows budget adjustments to be done 
administratively with approval from the Mayor and/or CAO. 
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The second method is an Amendment.  This involves an addition to or reduction of existing 
appropriations which results in a change to the Fundôs, or for the General Fund the 
Departmentôs, budget ñbottom line.ò  This type of change requires an ordinance that amends 
the original budget and states the sources of funding for the incremental appropriations. 
 
1. Budget Amendments ï The Cityôs preferred method for budget changes is an 

Adjustment.  That is, finding availability within existing budget before requesting 
incremental funding.  Amendments to the City's budget should only be requested for 
material changes that impact a department and/or fundôs existing appropriation.  For 
purposes of this policy, an unanticipated mid-period grant would be considered a 
material change. 

  
2. Budget Ordinances ï The Budget Manager will review all agenda bills submitted to City 

Council which require a Budget Ordinance. The objective of these reviews is to ensure 
disclosure of all fiscal issues to the Council and to draft the Budget Ordinance. 

Reserve Policies 

The City will maintain adequate reserves in order to reduce the potential need to borrow to 
fund operations or abruptly reduce services during periods of economic downturn or other 
emergencies.  It will also place resources into reserve for long-term capital needs and 
pension obligations.  To accomplish these goals the City has specified specific reserve 
requirements in several funds.  These detailed requirements can be reviewed in the table at 
the end of the policies. 
 
1. Definition of Reserves ï The City defines budgetary reserves as the difference between: 

a. Those assets that can reasonably be expected to be available for use within the 
year or shortly thereafter; and 

b. Those liabilities that can reasonably be expected to be extinguished during the 
year. 

 
2. Unrestricted General Fund Reserves ï Before using unrestricted General Fund reserves 

on expanding or funding operations, consideration will be given to investing those funds 
in specific Capital reserve and Pension reserve funds. 

Investment & Debt Policies 

1. Asset Preservation ï Preservation and safety of assets is a higher priority than return on 
investments.  Therefore, the City will seek a reasonable return on its investments while 
also preserving the original capital investment.  This is typically referred to as the 
ñPrudent Personò policy.  The City also has an Investment Policy which Council reviews 
and adopts annually. 

 
2. Interfund Loans ï The City will use interfund loans when possible to provide for cash 

flow coverage, which must be separately approved by the Council.  Longer-term uses 
will be allowed on a case-by-case basis.  The Finance Director will establish rates of 
return to assure the loaning fund receives a return equal to the pool investment rate.  In 
addition, the department responsible for the loaning fund will be consulted to determine 
whether funds are available for the term of the loan. 
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3. Debt Issuance ï The City will strive to keep a strong bond rating by monitoring and 

improving its financial stability.  Before debt is issued consideration will be give to: a) 
whether revenue stream is available to repay the debt, b) alternate methods of 
financing, and; c) whether it would not be cost effective to delay issuing debt.  

Capital Investment Policy 

1. Relationship to Long-Range Plans ï Capital projects will typically be based on formal 
long-range plans that have been adopted by the City Council.  This ensures that the 
Cityôs Capital Facilities Plan (CFP), which is the embodiment of the recommendations of 
these individual planning studies, is responsive to the officially stated direction of the 
City Council as contained in the Comprehensive Plan, Goals & Objectives, or other 
long-range supporting documents.  Each project will be evaluated based on its relative 
contribution to these studies.  It is also recognized that capital maintenance projects will 
arise on a regular basis that are not listed in the CFP or other formalized plans.  

 
2. Types of Projects Included in the CFP Plan ï A CFP project is generally defined to be 

any project that: 
a. Involves design, physical construction, reconstruction, or replacement of a 

major component of City infrastructure, or acquisition of land or structures; 
and 

b. With the exception of projects utilizing REET funds, is estimated to exceed 
$50,000.  Any project using REET funds, regardless of project amount, will be 
included on the CFP. 

  
3. Project Tracking ï Each Capital Project is required to be tracked with a Job Cost Project 
Number in Financeôs Accounting System.  Finance will also provide budget to actual 
reports on a quarterly basis to ensure proper funding. 

 
4. Budget Upfront ï Capital projects will be budgeted at the full estimated cost of 

completing the project, or unique phase for larger projects, in the year the project is 
expected to be started.  Once adopted, unspent CFP budgets will be reappropriated at 
the end of each fiscal period until the project is completed or abandoned. 

 
5. Calculation of Operating Impact ï The operating and maintenance cost impact of new 

capital facilities will be calculated and considered prior to the authorization of the project. 

Accounting, Audit & Financial Reporting Policies 

1. Budget Monitoring ï The Finance Department will maintain a system for monitoring the 
City's budget performance.  This system will provide the City Council with quarterly 
presentations regarding fund level resource collections and department level 
expenditures.  The system will also provide monthly reports to Department Heads.  The 
Department Heads will have primary responsibility for ensuring their Departments and/or 
Funds stay within their annual adopted budget.   
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Reserve Goal Table 

 

Fund Name Goal Rationale 

General 12% of Operating 
Expenditures 

Service continuity during slower 
economic periods (Res. 2005-48) 

Street 5% of Operating 
Expenditures 

Ensure appropriate funding to cover 
cash flow concerns 

Capital 
Maintenance 

$100,000 Ensure appropriate funding to cover 
cash flow concerns 

1st & 2nd 
Quarter REET 

$100,000 per Fund Ensure appropriate funding to cover 
cash flow concerns 

Public Safety 
Dispatch 

15% of Operating 
Expenditures 

Ensure appropriate funding to cover 
cash flow concerns 

Public 
Facilities 
District 

5% of Operating 
Expenditures, or $10,000, 
whichever is greater 

Ensure appropriate funding to cover 
cash flow concerns 

Water 5% of Operating 
Expenditures 

Ensure appropriate funding to cover 
cash flow concerns 

Wastewater 5% of Operating 
Expenditures 

Ensure appropriate funding to cover 
cash flow concerns 

Storm Water 5% of Operating 
Expenditures 

Ensure appropriate funding to cover 
cash flow concerns 

Solid Waste 5% of Operating 
Expenditures 

Ensure appropriate funding to cover 
cash flow concerns 

Cemetery 5% of Operating 
Expenditures 

Ensure appropriate funding to cover 
cash flow concerns 

Parking 
Services 

5% of Operating 
Expenditures 

Ensure appropriate funding to cover 
cash flow concerns 

Medic One 8% of Operating 
Expenditures 

One monthôs worth of funding to cover 
cash flow concerns (ILA. 2007-0050) 

Development 
Services 

50% of Operating 
Expenditures 

Ensure appropriate funding to cover 
cash flow concerns 

Fleet 5% of Operating 
Expenditures 

Ensure appropriate funding to cover 
cash flow concerns 

Purchasing 5% of Operating 
Expenditures 

Ensure appropriate funding to cover 
cash flow concerns 

Facilities 5% of Operating 
Expenditures 

Ensure appropriate funding to cover 
cash flow concerns 

Unemployment 75% of Expected Claims Ensure appropriate funding to cover 
cash flow concerns  

Health 
Benefits 

3% of Medical Insurance 
Payments 

Ensure appropriate funding to cover 
cash flow concerns 
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BUDGET SUMMARY REPORTS  
 

City wide Overview  
 
 
The reports in this section contain City-wide summary data.  This first group of reports 
provides a brief overview of the City budget, followed by a set of reports with more detailed 
information. 
 
Summary of Estimated Revenues, Expenditures and Reserves report 
The reports on the following four pages provide a city-wide summary of the budget.  Data is 
presented for the General Fund and summarized by type of fund for other funds for the 
budget year.  The total of all funds for the budget year is compared to the total for the 
current year adopted budget. 
 
The first version shows city-wide Beginning Reserve Balance, Revenues by Type, 
Expenditures by Type, and Estimated Ending Reserve Balance.  (Pages 28-29)   
 
The second version shows city-wide Beginning Reserve Balance, Revenues by 
Department, Expenditures by Department, and city-wide Estimated Ending Reserve 
Balance.  (Pages 30-31) 
 
Changes in Reserve Balances report 
This report shows the changes in reserve balance from the beginning to the end of the year.  
Explanations are provided for those individual funds that had reserve balance changes of 
more than 10% and $250,000.  (Pages 32-35) 
 
For budget preparation and monitoring purposes, the City uses reserves rather than fund 
balances.  The reserve concept is used because it better defines for City Council and 
Administration the resources expected to be available at the beginning of the year for 
expenditure.  The ending reserves also better define what will be left at year-end for use in 
the following year. 
 
The City defines budgetary reserves as the difference between: 

 those assets that can reasonably be expected to be available for use within the year 
or shortly thereafter, and 

 those liabilities that can reasonably be expected to be extinguished during the year.  
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Summary of Estimated Revenues , Expenditures and Reserves  
 
 

SPECIAL

GENERAL REVENUE DEBT CAPITAL ENTERPRISE

FUND FUNDS FUNDS FUNDS FUNDS

ESTIMATED BEGINNING 

RESERVE BALANCE 1/1/2009 12,689,183$   12,452,457$   341,208$      8,357$       34,153,468$   

REVENUES

Taxes 51,550,631     15,592,209     350,000        -                 1,280,000       

Licenses & Permits 886,008          53,000            -                    -                 1,718,482       

Intergovernmental 1,683,565       14,575,684     590,736        -                 3,522,174       

Charges For Goods & Services 6,440,580       9,496,373       104,775        -                 41,819,394     

Fines & Forfeitures 1,213,235       -                      -                    -                 955,433          

Interest & Miscellaneous 1,340,632       1,776,916       290,728        -                 3,887,773       

Non-Revenues -                      -                      -                    -                 -                      

Other Financing Sources 4,196,290       611,500          1,965,525     -                 1,297,590       

TOTAL REVENUES 67,310,941     42,105,682     3,301,764     -                 54,480,846     

TOTAL AVAILABLE RESOURCES 80,000,124     54,558,139     3,642,972     8,357         88,634,314     

EXPENDITURES

Salaries & Benefits 46,545,453     11,776,629     -                    -                 15,353,082     

Supplies 3,146,012       1,182,901       -                    -                 2,516,916       

Services 7,247,491       12,174,834     -                    -                 9,051,804       

Intergovernmental Services 6,216,404       1,657,606       -                    -                 6,672,515       

Capital 2,998,000       13,762,183     -                    -                 16,732,732     

Principal & Interest 303,478          -                      3,283,364     -                 4,933,875       

Interfund Charges 5,855,186       3,901,926       -                    -                 11,818,879     

TOTAL EXPENDITURES 72,312,024     44,456,079     3,283,364     -                 67,079,803     

ESTIMATED ENDING RESERVE 

BALANCE 12/31/2009 7,688,100       10,102,060     359,608        8,357         21,554,511     

TOTAL EXPEND. & RESERVE 

BALANCE 80,000,124$   54,558,139$   3,642,972$   8,357$       88,634,314$   
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2009  Budget  
 
 

INTERNAL PENSION DISCRETE TOTAL TOTAL Change from

SERVICE TRUST PERMANENT COMPONENT 2009 2008 2008 Adopted

FUNDS FUNDS FUNDS UNITS BUDGET BUDGET AMOUNT PCT

12,873,235$   8,573,317$     4,288,863$   1,892,696$   87,272,784$      90,374,092$      (3,101,308)$    -3.4%

-                      1,581,050       363,600        1,185,769     71,903,259        73,312,093        (1,408,834)      -1.9%

-                      -                      -                    -                    2,657,490          2,956,298          (298,808)         -10.1%

10,000            109,314          -                    500,000        20,991,473        23,353,951        (2,362,478)      -10.1%

2,783,661       -                      -                    -                    60,644,783        59,146,151        1,498,632       2.5%

10                   -                      -                    -                    2,168,678          2,279,302          (110,624)         -4.9%

17,954,737     1,571,712       315,841        49,449          27,187,788        31,405,977        (4,218,189)      -13.4%

146,025          223,539          -                    -                    369,564             5,259,367          (4,889,803)      -93.0%

200,000          -                      -                    -                    8,270,905          6,023,674          2,247,231       37.3%

21,094,433     3,485,615       679,441        1,735,218     194,193,940      203,736,813      (9,542,873)      -4.7%

33,967,668     12,058,932     4,968,304     3,627,914     281,466,724      294,110,905      (12,644,181)    -4.3%

3,094,845       2,495,000       -                    305,179        79,570,188        75,835,725        3,734,463       4.9%

1,466,133       105,200          -                    16,950          8,434,112          8,139,396          294,716          3.6%

13,656,623     322,150          183,000        271,009        42,906,911        37,773,345        5,133,566       13.6%

89,296            -                      -                    745,874        15,381,695        15,597,352        (215,657)         -1.4%

1,784,000       -                      -                    -                    35,276,915        53,304,760        (18,027,845)    -33.8%

-                      -                      -                    537,597        9,058,314          13,750,772        (4,692,458)      -34.1%

1,970,196       1,682              -                    -                    23,547,869        25,225,924        (1,678,055)      -6.7%

22,061,093     2,924,032       183,000        1,876,609     214,176,004      229,627,274      (15,451,270)    -6.7%

11,906,575     9,134,900       4,785,304     1,751,305     67,290,720        64,483,631        2,807,089       4.4%

33,967,668$   12,058,932$   4,968,304$   3,627,914$   281,466,724$    294,110,905$    (12,644,181)$  -4.3%
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Summary of Estimated Revenues, Expenditures and Reserves  
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Changes in Reser ve Balances  
 

Beginning Funds

Fund Reserve + Revenues = Available - Expenditures

 

 


