March 2009

Economic Summary Aﬂ'_

Washington State Economic and Forecast Council (April 11, 2009) “There

is room for cautious optimism about the national economy...The decline in
consumer spending is showing signs of stabilization...Consumer confidence
remains at record lows...but the key to the recovery will be a return to
“normalcy” in credit markets. We expect that to happen late this year, as
banks gradually return to health...The state economy is likely to recover at the
same time as the national economy....Washington’s unemployment rate was
8.4% in February (and 9.2% in March, higher than the national aver-
age)...Building permits fell to a 27-year low in February...new car and truck
registrations are down nearly 50% from their peak in October
2007...Preliminary monthly estimates (for March) indicate retail sales tax
collections are down 19.8% year-over-year...”

“Newly released final data on taxable activity in the fourth quarter of 2008
shows the worst year-over-year drop in taxable sales activity on record.”

All of these comments, some encouraging and others clearly not encouraging,
are excerpts of economic predictions and reporting of actual figures. The
news at the national, state, regional, and local level changes almost daily.

Our major sources of revenue are received on a two or three month delay, so
that final comment made by the Forecast Council is very indicative of the ac-
tivity of our first quarter, telling of a continuing decline in retail sales tax in
all sectors, but particularly in auto sales, furnishings, and construction state-
wide. This unprecedented economic stress has placed all local governments
in mode of budget stabilization discussions and much has been seen and heard
in the news of actions taken throughout the state.

A great deal of discussion has taken place in the past two months regarding
the expectations for the remainder of this year and through 2010 for Tumwa-
ter, and this discussion will continue in late April when new projections, plans
of action, and suggestions will be presented for discussion.

Jim Hendrickson, Finance Director
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General Fund Status

The General Fund ended the first
quarter with a cash & investment bal-
ance of $1,378,196, which is
$242,624 less than the end of March
of last year.

Receipts for General Fund through
March total $3,104,493 or $225,604
more than in March 2008. A major
reason for this increase is that the
General Fund has received $268,720
in additional utility tax this year based
on a budget decision to retain an addi-
tional 2% of the 6% utility tax in the
fund.

General Fund expenditures through
March ended up at $4,415,523 which
is $394,240 greater than the

$4,021,283 figure from 2008.

GENERAL FUND DEPARTMENTS BUDGET UPDATE

Department YTD-2009 BZ" d;];t YTD-2008 BZ" d;];t
Legislative $ 33,886 27.69 $ 33,814 27.60
Administration 69,021 24.64 64,380 25.04
Finance 678,714 33.27 682,271 35.24
Human Resources 72,723 21.25 59,184 18.76
Legal 79,222 27.22 69,619 25.50
Parks & Recreation 253,092 21.31 251,013 22.87
Police 1,007,702 24.94 967,976 25.99
Fire 1,066,344 26.77 788,840 23.52
Engineering 35,883 19.56 46,290 25.61
Planning & Facilities 382,100 20.94 353,233 21.18
Development Services 377,131 21.46 391,542 23.53
Street 325,494 22.34 274,287 21.64
Transfers 34,211 24.97 38,832 21.08

TOTAL 4,415,523 25.02% $ 4,021,283 25.11%
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Retail Sales & Use Tax

Sales tax revenue has been a represents November 2008 tal. This trend of lower reve-
victim of the reduction in eco- through January 2009 sales. nue is expected to continue at
nomic activity from the fourth Compared to last year, the re- least through the third quarter
quarter of 2008 and continu- ceipts are lower by $148,567 of the year, when some eco-
ing in early 2009. Sales tax is and $132,057 below the nomic studies indicate a slow
received on a two-month de- budget target for this time. recovery may begin.

lay from the time the sales oc- Overall, we are 14.83% lower

cur. The first quarter revenue that last year’s cumulative to-

4 RETAIL SALES & USE TAX )
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Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

In Thousands (000

02007 | $266 | $660 | $923 | $1,188|%$1,550| $1,860|$2,177| $2,707| $3,076 | $3,392| $3,752 | $4,090
m 2008 | $288 | $713 | $1,002| $1,283|$1,624| $1,933| $2,244| $2,659| $3,036 | $3,353| $3,698 | $3,995
02009 | $258 | $614 | $853

o J

Local Business & Occupation Tax

Business & Occupation tax is Compared to last year, receipts Again, the trend for lower reve-
following closely the trend of for the quarter are down by nue is expected to continue well
sales tax. The receipts in the $50,861, down 14.63%. Our in to 2009 and based on sea-
first quarter of 2009 represent budget for 2009 was set lower sonal fluctuations, the gap of
sales activity September through than last year’s final actual total, 1.5% could grow beyond a
December of 2008. so the gap between current re- 12.0% budget deficit.

ceipts and budget is $18,897 or
1.5% below budget.

/,\ $1.500 BUSINESS & OCCUPATION TAX N
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Jan | Feb | Mar | Apr | May | Jun Jul | Aug | Sep | Oct | Nov

W 2007 | $159 | $333 | $339 | $472 | $658 | $659 | $895 | $1,03| $1,04| $1,29| $1,41) $1,41
W 2008 | $253 | $345 | $348 | $484 | $623 | $626 | $826 | $948 | $951 | $1,14| $1,28)| $1,29
m 2009 | $126 | $280 | $297




Property Tax

("

YTD - 2007

YTD —2008

YTD —-2009

$71,393

$71,234

$69,726

The first half of the year’s property taxes are not due until April
30th and received by the city on June 10th, so the figure so far is
expected to be low. It is typically from sales activity of properties
where the taxes are settled at closing of the sale.
slightly lower revenue may be attributed to fewer sales of property
and at lower prices caused by the current housing market. There
currently is no indication how delinquencies on property tax collec-
tion may affect the city’s cash flow, but it is certainly a situation to
be monitored when June and July receipts arrive.

This year’s

Real Estate Excise Tax

Unusually high sales activity in
December (received in January)
has kept the cumulative total
through the end of the quarter
above the budget target by
8.35%, with a total received of
$200,087. REET revenue is a
component of the Capital Im-
provement-Transportation Fund.
This tax is levied on the all sales
of real estate at the rate of one-

half percent.

Although we are above budget at
this time, it’s important to note
that we have reduced the budget
from $750,000 in 2008 to
$600,000 in 20009.

(April 10th update: April revenue
has been received, showing a
significant drop from prior
months. Because of the stellar

month in  January, u“

even with the disap-
pointing amount received in
April we are still above budget
by 4.19%, but if April’s revenue
suggests a new trend, we will not
meet the $600,000 budget. How-
ever this is a very unpredictable
income stream since one large
commercial sale can turn the tide
as quickly as a couple slow resi-
dential-sales

4 $900,000 months.)
$800,000 CUMULATIVE AMOUNTS
$700,000
$600,000 m 2007 m2008 [@2009
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$
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
m 2007 | $31024 | $102,882| $172,572 | $260,597| $328,375| $380,565 | $493,979 | $567,520 | $630,288| $680,951| $718,072 | $819,472
B 2008 | $51945 | $102,466 | $173,531 | $266,842| $309,402| $361,793 | $410,399| $452,585 | $494,189 | $627,236 | $670,523 | $713,624
02009 | $119,207 | $154,462 | $200,087
N S
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Utility Taxes 0Or
\‘—
The City of Tumwater In total, for all utility tax
imposes a utility tax on imposed on services, we
telephones, telegraph, are at 25.34% of our —
electrical energy, natural budget at the end of the Utility 2007 2008 2009
gas, brokered natural gas, quarter, or $10,908 ahead. —
solid waste. water. sani- Electricity $ 288,145 $ 300,059 $ 349040
tary sewerage, and storm
drainage at the rate of 6%. Natural Gas 126,026 110,981 153173
In prior years, half of the -
revenue  received  sup- Solid Waste 27,620 27,479 31963
ported the General Fund,
and the other half the Telephone 136,193 153,034 163978
Capital Facilities Plan.
However. in a effort to Water 30,387 30,061 29526
sustain programs in a dif-
ficult year, in 2009 the Sewer 51,612 55,432 62058
General Fund receives 5%
of the tax and the Trans- Storm 13,481 15,511 16837
portation Capital Facilities
i’(';‘” receives  the other TOTAL | $ 670927 $ 692557| $ 806575
0.
The city receives a 4% tax on the Our budget was set at $210,000 below our budget target by

cost of renting rooms in hotels
and motels within the city. Half
of this revenue funds the general
operations of the city’s historical
activities, including the Hender-
son House Museum, and the other
half funds tourism promotion by
the city and other organizations
during the course of the year.

for the year, the same as 2008.
We exceeded our budget in 2008
by a considerable amount so it
seemed prudent to maintain the
same budget level considering an
expected reduction in revenue due
to the economy. However, the
decline as been much higher than
expected and we are currently

Year Budget Year-to-Date % of Budget
2007 $199,000 $55,828 28.0%
2008 $210,000 $62,411 29.7%
2009 $210,000 $42,913 20.4%

$9,587. Seemingly a small num-
ber, but if the trend continues into
the peak travel season we may
experience a drop in actual reve-
nue from year-to-year of as much
as $80,000.
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