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MONR0E MONROE CITY COUNCIL

WASHINGTON Agenda Bill No. 20-114

SUBJECT: | 2020 Budget Amendment Discussion

DATE: DEPT: CONTACT: PRESENTER: ITEM:
08/04/2020 | Finance Becky Hasart Becky Hasart Discussion Item #1
Discussion: 05/12/2020, 07/28/2020 Finance Report, 08/04/2020
Attachments: 1. 05/12/2020 Agenda Bill 20-067 Description/Background
2. Remaining attachments to be provided the evening of the Study
Session

REQUESTED ACTION: None. Informational only.

POLICY CONSIDERATIONS

RCW 35A.33 governs the budget process for optional municipal code cities, such as the City of
Monroe. A balanced budget which does not exceed its resources must be adopted by each city
in order to operate.

Each year, the City amends its budget to recognize actual beginning fund balances after the
annual report is complete. In addition, various Council approved adjustments are incorporated
into the budget amendment at the same time. For 2020 Budget Amendments, the policy question
for Council is what additional adjustments should be made to reflect the impacts from the efforts
to contain COVID-19.

DESCRIPTION/BACKGROUND
Agenda Bill 20-067 from May 12, 2020 outlined the potential impacts the mitigation efforts for
COVID-19 could have on the City of Monroe’s budget. It was anticipated that the potential impact
to the General Fund could reach $1 million.

To be strategic about Monroe’s post COVID-19 recovery and to help the City remain stable over
a potential three year recovery period, the Mayor directed staff to review their budgets to help
identify potential adjustments that can be made this year within the City’s overall strategic needs.
The Mayor also directed, through Emergency Order 2020-007 (Attachment 6), that all new
contracts and capital purchases be suspended until those contacts and capital purchases can
be analyzed with the City Administrator and the Mayor within the context of an overall 2020
Budget Amendment. If full recovery is anticipated to take approximately three years, making
adjustments during 2020 will better position the City as we move into budget for 2021 and 2022.

Tonight's discussion is to review the strategies and potential adjustments developed under
Emergency Order 2020-007, which can then be incorporated into the 2020 Budget Amendment.
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DESCRIPTION/BACKGROUND
As with the rest of the nation, the City of Monroe is currently experiencing an unprecedented
circumstance due to the COVID-19 pandemic. Efforts to flatten the curve have had a profound
impact on our residents, our businesses, and our operations.

While the duration of the current efforts to combat this pandemic are still unclear, it is generally
accepted that the effects from these efforts will continue to affect the economy well into 2021
and beyond. Attachment 5 is an excerpt from a presentation provide by Steve Lerch, Chief
Economist and Executive Director of the Washington State Economic and Revenue Forecast
Council. These slides project that the economy should begin a slow recovery by fourth quarter
this year but that the recovery may take up to three years to be fully realized.

Under the Mayor’s direction, staff has been working to evaluate and analyze the financial impacts
that COVID-19 can have on the City of Monroe’s budget, specifically with regards to the General
Fund, which supports the majority of the City’s services to its businesses and residents. Special
emphasis is being given to sales taxes, Real Estate Excise Taxes (REET), construction related
permits, and lodging taxes.

For sales taxes, REET, and lodging taxes, revenues are received by the City two months after
the date of the related transaction. For example, reports and the related taxes for transactions
which occur in March are due to the state’s Department of Revenue (DOR) by the end of April.
DOR then remits the appropriate taxes to individual jurisdictions at the end of the month after
receipts are received. Thus March transactions are received by the City at the end of May and
April transactions will be received by the City at the end of June.

Due to the uncertainty regarding the duration of this pandemic and the efforts to combat it, a
number of assumptions were made regarding impacts to the General Fund revenues. These
assumptions, where appropriate, will also pertain to the other City funds. These assumptions
include:

¢ Non-essential businesses as defined by the State will remain closed through May;

e The Stay Home/Stay Safe order will be lifted as a slow reopening, which may limit the
number of people frequenting/served by business well past the summer;

e When businesses reopen, consumer confidence will take some time to begin to recover;

e Sales taxes associated with retail sales are expected to be one half of what had been
anticipated prior to COVID-19 for the months of March and April (received in May and
June respectively);

e Sales taxes associated with retail after May are expected to begin a gradual recovery,
but still be approximately 70% to 80% of pre COVID-19 levels;

e Sales taxes associated with dining and accommodation are anticipated to be 25% of
original projections to materially non-existent for the months of March and April (received
in May and June respectively);

e Sales taxes associated with dining and accommodation are anticipated to require a
longer recovery time than retail sales taxes;

e Sales taxes associated with construction are anticipated to be between 50% to 70% of
pre COVID-19 projections for the months of March and April (received in May and June
respectively);
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o Aggregate sales taxes for 2020 are expected to be between 70% to 75% of originally
anticipated budget (Attachment 8 shows 78%, which was rounded down to be
conservative);

e Admissions taxes are expected to be materially non-existent during March and April, with
a very slow recovery rate once the stay home order has been lifted;

¢ While housing starts were strong during the first quarter of 2020, housing is expected to
slow down for the remainder of 2020;

e Expenditures were projected to be spent to budget and were adjusted for any
programs/expenses which were preapproved by Council for the formal budget
amendment. This allowed staff to establish a base line from which to discuss meaningful
budget adjustments.

These assumptions will be readdressed as we begin to see actual receipts during the summer
months and can be readdressed during the second half of the year once an end date is
determined for the Governor’s stay home order.

Based on the above, General Fund revenues are anticipated to be $1,496,800 less than
budgeted and expenditures are currently projected to be $108,206 more than anticipated, based
on the last bullet point detailed above (Attachment 1). With actual beginning fund balance
coming in at $666,197 more than was projected during the budget process, the general fund is
projected to end the year $938,805 less than was anticipated. This is approximately 6% less
than budget (rounded to be conservative).

General Fund Budget Projected Difference
Revenue $15,061,788 $13,564,988 ($1,496,800)
Expenditures $16,330,897 $16,439,098 ($108,201)

Beg Fund Balance $3,966,802 $4,632,998 $666,197
Projected End Fund Balance | $2,697,693 $1,758,888 ($938,805)

Over the last few years, the Mayor and Council have worked to place the City in a position to
better address any economic challenges which may arise. These efforts included, but are not
limited to:

¢ Insuring the Contingency Fund and all targeted reserves are fully funded;

e Implementing a sewer utility tax which bolstered General Fund and Street Operations
and Maintenance Fund revenues without creating a new burden to sewer rate payers;

¢ Identifying and reserving appropriate resources to pay off the North Kelsey Debt in 2020
(eliminating the need to refinance and eliminating future debt service needs);

e Maintaining property tax banked capacity (currently over $250,000);

e |dentifying sales taxes associated with construction as one-time resources to be used on
one-time expenditures only.

While these efforts will help the City as it analyzes the impacts from COVID-19 and allow us to
consider furloughs and/or layoff of personnel as a last resort, the result of these efforts should
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be utilized in a strategic and conservative manner within the context of a three year recovery
horizon.

To be strategic about our post COVID-19 recovery and to help the City remain stable over a
potential three year recovery period, the Mayor has directed staff to begin reviewing their budgets
to help identify potential adjustments that can be made this year within the City’s overall strategic
needs. The Mayor has also directed, through Emergency Order 2020-007 (Attachment 6), that
all new contracts and capital purchases be suspended until those contacts and capital purchases
can be analyzed with the City Administrator and the Mayor within the context of an overall 2020
Budget Amendment. If full recovery is anticipated to take approximately three years, making
adjustments during 2020 will better position the City as we move into budget for 2021 and 2022.
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