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At the midpoint of the year, we are at a
“tipping point”; attempting to look in to the
future to see where we will stand. We are
reporting revenues that are generally higher
than our budget at the half-year mark, but fac-
tors that can affect the remainder of this year
and 2009 have not appeared in hard numbers.

In order to get a good grasp on a trend, sales
tax and B.& O. tax revenue for July and Au-
gust are essential. Sales tax for July should
become available by the middle of the week of
July 21st, and that will be our first real indica-
tor. B.& O. tax is due by the end of July, but
payments continue to arrive through the sec-
ond week of August. Because of the changes
in the B.& O. tax law at the beginning of this
year, and sales tax law that went into effect on
July 1st, determining the impact of an eco-
nomic trend will be more difficult. So far this
year, sales tax data indicates that manufactur-
ing, wholesale, and retail trade have increased
over last year by an average of 6%, retail food
sales up by 6%, construction remained flat,
and although there are a number of smaller
categories increasing or decreasing, no other
major sectors have changed significantly.
(Cumulative histories for 2006 through 2008
for B.& O. and sales tax are on page 3).

Real estate sales may be an ominous indicator
of how the year will progress. July real estate
excise tax (REET) revenue has been received,
showing the first major change in our monthly
income stream this year, receiving only 42.8%
of what we received in July of 2007 (see chart
on page 4).

Another new factor that will work in to this
year’s projection is the recent annexation of
the southwest quadrant of the city. We will
begin to add revenue to the General Fund from

state entitlements or motor vehicle excise,
liquor excise, liquor profits, and local criminal
justice funding. Utility tax on power, natural
gas, telephone, and solid waste will continue
to increase as well.

Recent news regarding the housing industry is

weighing on the minds of most people as they
watch the news and follow the financial mar-
kets. Along with job losses throughout most
areas of the country, the rising cost of fuel, the
cost of goods and services in general, and a
looming state budget deficit, people are be-
coming cautious in spending, which is what
we may see in the next couple of months.

Federal Reserve Chairman Bernanke, testify-
ing before the Senate Banking Committee to-
day (7/15), sounded another warning that ris-
ing prices for energy and food are elevating
inflation risks. The situation, he said, poses
"significant challenges"” for Fed policymakers
as they try to chart the best course for keeping
the economy growing, while making sure in-
flation doesn't dangerously flare up. All the
economy's problems, including slumping home
values, which threaten to make people feel less
wealthy and less inclined to spend in the
months ahead, represent "significant downside
risks" to economic growth. Over the rest of
this year, the economy will grow "appreciably
below its trend rate" mostly because of contin-
ued weakness in housing markets, high energy
prices and tight credit conditions. Inflation
has remained high and "seems likely to move
temporarily higher in the near term,” he
warned. (Associated Press)

As we move forward to the next six weeks, the

economic condition of the city will be studied
and changes recommended as needed.
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General Fund Status

The General Fund ended the second
quarter with a cash & investment bal-
ance of $2,723,653, which is
$390,662 higher than the end of June
last year.

Receipts for General Fund through
June total $7,742,148 or $197,605
greater than mid-2007.

General Fund expenditures through
June ended up at $7,636,994 which is
$242,320 greater than the $7,394,674
figure from 2007.

The increases in both revenues and
expenditures are in line with the

growth of the budget as adopted for
the year. The cash balance is higher
than last year at this time, but as dis-
cussed on page one, Economic Sum-
mary, we look to the next two months
to tell the story.

Look to the following pages for infor-
mation on the major sources of reve-
nue.

GENERAL FUND DEPARTMENTS BUDGET UPDATE

Department YTD-2008 BZ" d;‘;t YTD-2007 BZ" d;‘;t
Legislative $ 64,845 52.93 $ 63,775 53.93
Administration 128,033 49.76 120,343 49.57
Finance 1,033,799 53.66 1,051,417 56.22
Human Resources 153,043 48.51 141,572 46.61
Legal 139,078 50.95 131,340 51.28
Parks & Recreation 488,833 44.56 449,729 44.36
Police 1,837,454 49.39 1,772,196 49.90
Fire 1,550,964 46.25 1,439,732 45.99
Engineering 80,245 44.40 69,719 39.73
Planning & Facilities 756,184 45.36 741,845 47.79
Development Services 786,207 47.24 741,093 52.52
Street 553,781 43.68 608,704 52.44
Transfers 64,529 35.00 63,204 4752

TOTAL| $ 7,636,994 | 47.60% $ 7,394,674 49.47%




Retail Sales & Use Tax

Sales tax revenue is still slightly
higher than projected through the
month of June, with a cumulative
total of $1,933,260, which is 1%
more than budget at the mid-year

for the year is $3,792,305. The
revenue received is always on a
two-month delay, so this is sales
tax on November 2007 through
April 2008 transactions.

It’s important to note that at the
end of the first quarter we were
$53,471 ahead of the estimated
budget amount, so we have lost a
bit of ground in the last three

mark, or $37,107. The budget months.
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Local Business & Occupation Tax

We have now received the first

quarter of B.& O. tax under the
new state law effective January 1st
that changes the location of the city
receiving revenue. It has changed
to the city where tangible goods
are delivered rather than the city
from which items are sent. The

first quarter revenue was received
during the months of April and
May.

We’re seeing the effect of this new
law with revenue that is below the
mid-year mark of last year. How-
ever, we have lowered the budget
in anticipation and we are currently

at 52.20% of budget, or $26,373
above budget for mid-year (the
budget for the year is $1,200,000).
What’s difficult to determine is
whether the reduction is due solely
to the change in the law or if the
economic climate has caused part
of the reduction.
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Property Tax (#

The first half of the year’s property taxes

YTD -2007 YTD —2008 were due on April 30th, and received on
June 10th. We’ve received 52.66% of the

$3,839,166 budgeted for the year, with the

$1,852,442 $2,021,661 excess of 50% attributed to taxes being

paid in advance on home sales transactions
and from payments of prior years’ delin-
quent taxes.

Real Estate Excise Tax

«

Real Estate Excise Tax is budg- total of $361,793, or 48.25% of (Note: Update from u

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

As of the end of the second quar-
ter, we’ve received a cumulative

budget, or $13,207 short of the
mid-year mark.

As noted on page one, Economic
Summary, we are beginning to
experience a drop-off in sales of
homes that, up until May, had not
reached the Tumwater market.

mid-year: July reve-

nue has been received, and a sig-
nificant reduction in revenue has
been recorded. The arrow on the
chart shows where the total of
$410,399 is situated in relation
to prior years.)
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Utility Taxes
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The City of Tumwater imposes a

utility tax on telephones, telegraph,
electrical energy, natural gas, bro-
kered natural gas, solid waste, wa-
ter, sanitary sewerage, and storm
drainage at the rate of 6%.

Half of the revenue received sup-
ports the General Fund, and the

other half the Capital Facilities
Plan.

Rate changes in electric (up), natu-

we move in to the high-
consumption period. Expect this to
balance out to budget projections

ral gas (down), LOTT fees (up), by the end of the year.
and storm drain (up),
have caused the
variations from year Utility 2007 2008
to year. In total, for —
all Utlllty tax imposed Electr|C|ty $ 614,661 $ 651,380
on services other than | Natyral Gas 312,227 292,865
the city’s own utili-
ties, we are at |Solid Waste 55,444 56,624
50.93% of our budget
at mid-year, or [Telephone 303,599 300,061
$11,616 ahead.

Water 66,566 66,900
On city-operated
utilities, we are at |Sewer 105,108 116,627
49.08% of budget,
with water lowering |Storm 27,208 31,855
the overall picture as

TOTAL $ 1484813 $ 1,516,312

Lodging Tax

The city receives a 4% tax on the
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.

Our budget was set at $210,000

for the year, but as you can see,
we are exceeding the budget by
7.32% at mid-year, and above last
year at this time by $6,367.

it’s important to note that if we
were to collect at the same rate in
the second quarter as the first
quarter we would be at 59.40% of
budget, so we’ve lost a bit of
ground this quarter.

Year Budget Year-to-Date % of Budget
2007 $199,000 $114,005 57.29%
2008 $210,000 $120,372 57.32%
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