March 2008

General Fund Status

The General Fund ended the
quarter with a cash balance of
$1,608,912, which is $428,515
higher than this time last year.

Our receipts for General fund
through March total
$2,878,849, which is just
$34,615 greater than the same
time last year.

On the other side of the
ledger, General Fund expendi-
tures through March stand at
$4,021,308 which is $174,350
greater than the $3,846,958
figure from 2007. Labor and
insurance costs make up the

majority of that increase.

Although our cash balance is
higher than last year, that
cushion will be needed as we
move forward to the second
quarter and beyond with the
uncertainties in the market-
place.

We will be monitoring Retail
Sales Tax and Business &
Occupation Tax revenue and
adjusting to account for the
resulting changes to new
laws that are in effect for
both sources of revenue.

We have adjusted our reve-

nue projection for both Re-
tail Sales Tax and B.& O.
Tax to totals less than 2007
in anticipation of these law
changes, but the economic
outlook and the consumer
confidence factors will be an
unknown.
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GENERAL FUND DEPARTMENTS BUDGET UPDATE

Department YTD-2008 % of YTD-2007 % of
Budget Budget
Legislative $ 33,814 27.60 $ 31,466 26.61
Administration 64,380 25.04 59,937 25.31
Finance 682,271 35.24 700,602 37.42
Human Resources 59,184 18.76 64,093 21.37
Legal 69,619 25.50 64,435 25.86
Parks & Recreation 251,013 22.87 208,274 20.54
Police 967,976 25.99 917,502 25.75
Fire 788,865 23.52 720,102 23.00
Engineering 46,290 25.61 35,973 20.50
Planning & Facilities 353,233 21.18 363,183 23.39
Development Services 391,542 23.53 335,312 26.28
Street 274,287 21.64 307,438 26.39
Transfers 38,832 21.08 38,641 29.05
TOTAL| $ 4,021,308| 25.11% $ 3,846,958 | 25.99%
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Property Tax

Property tax collections are minimal
during the first quarter of the year. The
majority of the collections result from
the sale of properties where the taxes are
paid through escrow. The second quarter
will reflect the April 30th deadline for
the first installment.

2007 2008

$71,393

$71,234

Retail Sales & Use Tax

Sales tax revenue has come in higher than of projections going in to the second quar-
projected through March, with a total of ter.

$1,001,512, which is 1.41% or $53,471
more than budget.

This income stream Although the Seattle consumer price in-

lags the calendar by two months, meaning dex rose 1.3% in the first two months of
that this is revenue generated for the 2008, it is difficult to determine how in-
months of November and December of creasing costs and the reduction in prop-
2007, the holiday season, and January of erty values may affect the buying habits

2008.

The economic outlook changed consid-
erably after January as news of the sub-
prime mortgage investment industry be-
gan to hit the headlines, the cost of fuel
and other goods began to climb, and con-
sumer confidence began to show a de-
cline. The outlook for retail sales and the
tax generated will be watched and re-
ported to you monthly as we wait to see
the effect on our local economy. We’re
off to a good start by being $53,471 ahead

of this region.

Local Business and Occupation Tax

The B.& O. tax we have received
through the first quarter of the year
reports the revenue for the final quarter
of 2007. October through December
tax was due on January 30th.

The total to date is $347,589 compared
to last year at this time of $338,521, or
an increase of $9,068.

We reduced our annual projection to
$1,200,000, so we are currently at
29.0% of expected income. Although
this looks like a very optimistic view,
keep in mind that the allocation and
apportionment rules that changed as of

January 1, 2008 are expected to impact
our revenue by as much as $300,000
according to a study completed in 2005
by the Washington State Department of
Revenue. The rules have changed to
identify the city that receives the reve-
nue for a sale of tangible goods as where
the products are delivered as opposed to
the location from where they are

shipped.

Taxes for the first quarter of the year are
due April 30th and we’ll get our first
look at the impact of the law change.

We’ve updated our city website with a

link on the home page directing business
to several new and informative docu-
ments regarding the changes as well as
new forms that can be printed that are
necessary for calculating the Business &
Occupation tax.

S

Real Estate Excise Tax

Real Estate Excise Tax is budgeted at
$750,000 in the Capital Improvement-
Transportation Fund. This tax is levied
on the all sales of real estate at the rate
one-half percent.

As of the end of this quarter, we received
$173,531, which is just shy of 25%. This

is $959, or just a fraction higher than
where we were last year at this time.

This revenue will be affected by the sales
of homes and businesses as we continue
through the year, but so far we’ve seen
no major change in activity despite news
of declining single-family homes sales.

(Note: A peek ahead to April shows we
will jump ahead of last year’s receipts by
$3,286, so sales are still holding steady.)
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Utility Taxes

The City of Tumwater imposes a utility
tax on telephones, telegraph, electrical
energy, natural gas, brokered natural
gas, solid waste, water, sanitary sewer-
age, and storm drainage at the rate of
6%.

Council policy direction is that one-half
of the six percent (3%) is to be for the
support of general fund and the other
half is for the capital facilities plan
(CFP). One third of the CFP’s three
percent (1%) goes toward the transpor-

tation program and two-thirds (2%) of
the three percent goes toward the gen-
eral governmental portion of the capital
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facilities plan.
Revenue has increased
slightly compared to the -
same quarter last year. We Utility 2007 2008
should begin to see revenue | Flecricity $ 288145/ $ 300,059
increase in the second quar-
ter in all categories except [ Natural Gas 126,026 110,981
for Water and Sewer as we -
have informed all utility [ Solid Waste 27,620 27,479
service providers of the par-
cels included in the Little- Telephone 136,193 153,034
rock-70th Avenue annexa-
tion. (Note: Water and Wb LT S8
sewer tax has been paid in|gewer 51,612 55,432
the past since service is al-
ready in place for these cus- | Storm 13,481 15,511
tomers.)

TOTAL $ 670,927 $ 692,557

Lodging Tax

The sole source of revenue for this
program that supports the core Histori-
cal Activities and Tourism Activities is
the Hotel/Motel tax. This is a 4% tax
on the cost of renting a room in a hotel
or motel within the city. The first 2%
is derived by taking 2% of the state’s

6.5% sales tax and rebating it back to
the community for local programs to
promote tourism. The additional 2%,
authorized in 1998, is used solely for
paying for tourist promotion, acquisi-
tion and/or maintenance of tourism-
related facilities.

During the budget process for 2008,
concerns were raised as to the sustain-

year is set at $210,000. The good news
is that first quarter earnings of $62,411
exceed earnings of the same quarter
last year by $6,583, or an increase of
11.7%. If that trend were to hold, we
could gain nearly $25,000 over the
expected revenue for the year.

ability of the lodging tax

revenue by members of the| Ye€ar Budget | Year-to- % of
industry. The original pro- Date Budget
jection was reduced by 25% | 2007 | $199,000 | $55,828 | 28.0%
to a modest increase of

$11,000. The budget for the 2008 $210,000 | $62,411 29.7%

Eden System

Big changes have come about since the last
quarterly report was issued. Finance Direc-
tor Gayla Gjertsen announce her resignation
in November and left the city at the end of
the year. | was appointed Interim Finance
Director at the beginning of the year and
affirmed as the new Finance Director as of
March 1st. The progress of the implementa-
tion of all modules of Eden System software
has suffered due to this change as we re-
group an assess where we are in the project.

Update

Utility Billing implementation has been
delayed until further notice, but advance-
ments in GBA, a maintenance program,
have continued. As of the end of the quar-
ter, all employees of the Public Works Op-
erations and Facilities departments enter
their hours on shop orders as they complete
their work on equipment or facilities. That
information is imported directly into the
Eden Payroll module, so tracking mainte-
nance and entering hours worked are now

handled in one process rather than two.

As we move forward with the addition of
the Software Applications Specialist to our
staff, we will begin the process of fixing
bugs, and documenting processes in all the
modules currently in operation to assure that
integration is functioning as expected before
moving toward the final phases of imple-
mentation. Our stakeholder’s group will
reconvene when we are back to full staff.

Jim Hendrickson

Finance Director
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DEPARTMENT NEWS

Littlerock-70th Avenue Annexation

PHYSICAL FEATURES MAP
LITTLEROCK ROAD-70TH AVENUE ANNEXATION
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On February 1st, the city approved the annexation of approxi-
mately 1,600 acres containing over 900 land parcels. It’s esti-
mated that 2,500 new residents have joined the city that live in
this area.
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The city already served 530 properties with water or water and o % - | 1 i i s
sewer services, however their accounts were set up identifying LAk g
them as county parcels and rates reflecting county service, and . : A AT
as county parcels they were not subject to storm drain utility | " A el KU
fees. It was necessary to manually change each account to
new rate codes and add storm drain service to each one.

In addition, we identified 331 parcels that are now subject to E 4

storm drain utility service fees. These homes are on wells or = i

served by small water utility systems and are on individual WL 7 b et -

septic systems. Each of these accounts were created in the AT i ' r
Utility Management system and billed at the end of the Febru- R rr
ary billing cycle along with the existing 530 accounts. AL

The changes and additions of 831 accounts and reviewing all
the remaining parcels had to be done within a three week win-
dow, between the time the January bills were produced and
mailed and before the February bills were finalized.

This was a monumental task during a time of transition in the

department. The staff members that were chosen to assist in this project recognized the importance of completing the
review and file maintenance in an organized and rapid fashion. Their dedication to the project is a reflection of their
teamwork. As the interim director at the time, | very much appreciated this display of teamwork and cohesiveness as
they pulled together to finish the job while others covered the day to day work of the department. Thanks to everyone!

Jim Hendrickson
Finance Director

: S
COm | ng U p NeXt Qual’te r = »a note from the Finance Director @

This quarter’s report contains infor-
mation on the major sources of
revenue, an update of general fund
expenditures, and other items of
note. During the next three months
I’ll be reviewing other noteworthy
topics that can be presented on a

regular basis and provide updates of
articles included in this report. The
first three months in this position
have been filled with change for me
and the rest of the department and
little time to develop my own brand
of reporting. My goal is to make the

time during the next three months to
refine the format to include concise
summary information on topics such
as impact fees, municipal court ac-
tivity, utilities statistics, city clerk
functions, and other observations of
interest.
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