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JUNE MID.YEAR REVIEW OF FINANCIAL RESUTTS AND REVISED PROJECTION FOR
2O2O-EXECUTIVE SU M MARY:

June 2O20 YTD General Fund Results

The June YTD General Fund Míd Year Review compared to the same period in 2019 is attached along
with comparison to the original budget for 2020, an updated tax revenue sensitivity analysis, and a
set of annual projections for 2020 based on several tax revenue sensitivity scenarios.

YTD June 2020 revenue totaled $20,785k as compared to $20,233k in 2019, representing an increase
of $551k. YTD expenditures in June were $22,817k as compared to $20,266k in 2019 for an íncrease
of $2,551k. YTD net revenue was lower than expenditures for June by ($2,032k), as compared to a
deficit of ($32k) in June 2019, a change of ($2,000k).

Please refer to the attached schedule that provides further detail of the major factors that make up
these changes. From a revenue perspective, most of the year-over-year increase in revenues was in

in Charges for Goods & Seruices (up $a7ak mainly due to $356k in higher election services revenue
due to spillover of 2019 election revenue and 2020's presidential primary, and also due to $410k in
higher indirect charges under the County's new cost allocation plan, as offset by $216k in budgeted
declines or payment timing differences relating to our various interagency court and policing
contracts). Tmber revenues YTD are approximately $138k higher than prior year, and Transfers In
were $258k higher due to transfers from the Lower Dungeness project. These increases were
partially offset by decreases in Misc Revenue (down $L77k) due to camping fee revenue declines
during the COVID-related closure of campgrounds from April-June and lower interest income due to
market interest rate declines, a $107k decrease in tax revenues mainly due to a $152k decline in
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timber excise revenues (as slightly offset by a $39k increase in propefi taxes), a $39k year-over-year
drop in Licenses & Permits mainly due to lower building permit revenues and reduced activity relating
to the COVID stay-home proclamation earlier in the year, and a $35k decline in Fines and Penalties
again due to reduced infraction revenue as a result of the COVID stay-home proclamation and its
impact on the operation of the courts and clerk's office.

In June, our revenues were pacing at 48.5o/o of our budget as compared to 48.8olo. The largest
trailings to budget pacing were seen in Licenses & Permits (39.2o/o of CY budget vs 43.5o/o last year),
Fines and Penalties (460/o of budget vs 50.4olo last year), Misc Revenues (at 38.8olo of budget vs 49o/o

last year) and Taxes (50.8olo of budget vs 53.9olo last year). All of these under-performance in
revenue pacings can be traced in one form or another back to the impact of the COVID public health
emergency. Tax pacing to budget decreased mainly due to propefi taxes (pacing at 57.4o/o of
budget vs 58.9olo last year) due to the granting of $780k of 90-day extension requests on 1s half
propefi tax payments due April 30th received from residents claiming COVID -related hardship
(these payments will be due July 31*). Sales tax pacings to budget were also negatively impacted
beginning in May and June due to a t5.6o/o decline in May sales tax revenue and a 9.7o/o decline in
June due to the impact of the COVID emergency on retail sales activity beginning in the middle of
March and carrying through April, leading to zero year-over-year sales tax growth YTD thru June. It's
worth noting that the June sales tax performance was considerably better than the 30olo decline
expected, although as repofted it is believed that stimulus checks received in April likely aided in
propping up April sales activity, the effect of which is expected to be short-lived as stimulus check
funds are exhausted. Significant declines in Licenses & PermÍts (down 7.9o/oYTD) and Fines and
Penalties (down 7.3o/o YTD) were also largely driven by the impact of the COVID stay-home order,
with some marginal improvement seen since April's 40-50o/o declines as phase re-openíng occurred.
Misc Revenues for June YTD were down çt77k or t5o/o largely due to the processing of refunds on
camping and facility usage reseruations following the closure of the County parks begínning in late
March that continued through June. Areas pacing ahead of budget as compared to last year include
Intergovernmental (58.5olo of budget vs 56.40/o last year mainly due to timing of grant payments),
Charges for Goods and Seruices (45.60lo vs 43.5o/o last year driven mainly by spill over of 2019
election revenues and the Presidential primary and timing of indirect charges), and Tmber Sales
(73.3o/o vs 50.4olo due to tíming of payments from DNR).

Turning to expenditures, YTD expenditures increased $2,551k over prior year and were pacing at
49.7o/o of budget as compared to 47.60/o in prior year. This increase was driven mainly by budgeted
transfers totaling $1.7 million made to the Parks & Facilities Capital Projects Fund ($800k), ff Capital
Projects Fund ($500k) and HHS Operations ($400k) which were new for 2020. Payroll and benefits
were up 4.4o/o and 2.8o/o, respectively, to prior year and pacing as a o/o of budget right in line or
slightly below prior year. All other expenditure categories were at or below last year as a o/o of the
annual budget with the exception of Supplies and Capital Outlays that were marginally higher due
mainly to timing and in the case of capital outlays some spill-over of some 2019 budgeted
expenditures to 2020 and IT capital outlays needed to expand the County's remote access capabilities
to enable more employee teleworking during the COVID emergency. Overall, Total Expenditures for
YTD June 2020 represented 49.7o/o of our annual budget as compared to 47.60/o last year (again
pacing slightly higher due to the tíming of the $1.7 million of capital projects and HHS transfers).

Our General Fund balance ended June at $13,211K a decrease of ($243k) from prior year.
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2O2O PROJECTION--GET{ ERAL FUND

Turning to my projection for 2020, it warrants repeating that this projection is still very much subject
to change as we gain better visibílity of COVID's impact on our tax and other revenues, and how the
County's local economy rebounds as the County begins the process of moving through the various re-
opening phases established by the Governor's office. As a reminder, given the net cash flow effect
after anticipated reimbursements from CARES Act Funds, FEMA and other grant sources is expected
to be relatively neutral, my forecast also does not reflect the $4.18 million of CARES Act stimulus
made tothe County.

Using the three retail sales scenarios discussed in my last report and refined to reflect tax results in

May and June and other developments, my 2020 projections by scenario are outlined below:

SCENARIO I-ASSUMING -9.2olo DECTINE IN RETAIL SALES TAXES

REVENUES--Overall revenues are projected to come in $3.148 million below budget, of which
approximately $1.2 million is driven by lower taxes, princípally in retail sales taxes (down $852k),
timber excise tax (forecast reduced $300k due to considerably lower than expected remittances in
June), and a $41k shortfall in propefi taxes. As noted earlier, our combined retail sales driven taxes
declined L5.6o/o in the month of May (based on sales tax generated in March), as compared to 150/o

projected previously in this Scenario, while June sales taxes dropped 9.7o/o (based on April sales
activity) as compared a 25-30olo decline expected given April was the first full month under the
COVID stay home proclamation. As noted earlier, as it is believed stímulus checks received in April by
residents likely helped to bolster sales activity in April, I have only marginally adjusted our estímates
upward for July from down -30o/o in my last projection to down -25o/o assuming the stimulus checks
effect is short-lived, and given recent concern around the slowing of phased reopening and possibility
of a COVID resurgence prompting a pull-back in the phased re-opening in the fall, I have adjusted Q4
to assume a L}o/o decline rather than a mid-single digit decline, resulting in our projected retail sales
tax projected to show an annual decline of 9.2o/o.

Misc Revenue is projected to fall short of budget by $a69k due to mainly lower campground and
facility fees due to our closures of our campgrounds and Camp David Facility from April thru the first
week of July, the cancellation of the County fair in August, and $220k in lower interest income
forecasted due to the drop in interest rates available for our cash and maturing investment holdings.
License and Permits are projected to miss budget by $172k or L5o/o, based on lower overall trending
building permit revenues earlier in the year and the approximate 500/o lear-over-year decline seen in
April due to reduced actívities during the COVID stay-home proclamation extension, and the less

severe but still negative year-over-year results seen in May. Intergovernmental revenues are
projected to miss budget by $130k, primarily due to sales-tax related exposure in Criminal Justice
#t02 revenue and a $63k budget shortfall in PILT revenues collected in June.

Fines and Penalties are projected to miss budget by $73k or -7.5o/o, based on the approximate 40olo

year-over-year decline seen in April and improved but still negative growth seen in May, reflecting the
COVID stay-home proclamation's impact on ticket and penalty revenue generated. Goods & Seruices
are expected to now fall short budget by $84k largely due to loss of County fair revenues due to its
cancellatíon and lower trending DCD permit center building plan review revenues, as partially offset
by the spill-over of 2019 elections reimbursements and unbudgeted new DOL state revenues. Finally,
Transfers In Revenue is expected to be $1 million lower than budget due to the construction phase of
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the Lower Dungeness floodplain project being delayed to 202L (this is fully offset from a cash flow
perspective by a corresponding $1 million decrease in Transfers Out).

EXPENDITURES-- I am projecting general fund expenditures to total $42,990k, or $2,944k lower than
budget. This projected underspend is primarily in the area of payroll and benefits, which are
projected to underspend to budget by $1.63a million, and is predicated on the multi-year trend we
saw continue in 2019 where due to turnover, retirements, delays in filling open positions, and other
dark-time, we have historically underspent our budgeted payroll costs by 3-4o/o annually, or between

$1.2 and $1.4 million. In addition, based on the hiríng freeze currently in effect, I have
conseruatively estimated additional savings of approximately $500k from the hiring freeze, as partly
offset by the anticipated benefit cost changes expected from our collective bargaining efforts pending
finalization of negotiations. Based on trends, Supplies and Services are projected to come in $137k
and $362k below budget, partly due to savings expected relating to the County fair's cancellation, and
other trending savings. Offsetting these decreases are Capital Outlays which I project will exceed our
original budget by $188k, based on known carry overs in 2020 of 2019 budget capital outlays within
Parks/Facilities and the Sheriff's Department and other approved requests. Capital outlays projections
do not reflect the recently reviewed IT Roadmap study and the capital needs identified to address the
County's IT infrastructure as we hope to recapture any unbudgeted costs through CARES Act
reimbursement to the extent possible.

NET DEFICIT OF REVENUES TO EXPENDITURES--Based on these revenue and expenditure
assumptions, I am projecting a General Fund operating deficit of ($3,275k) for 2020, which is $203k
worse than our 2020 budgeted deficit of ($3,072k).

PROJECTED ENDING FUND BAI-ANCE--$I1,968K or 27.8o/o of forecasted expenditures, as
compared to $L2,l7Ik budgeted based on final 2019 results.

SCENARIO 2-ASSUMING -10.8olo DECLINE IN RETAIL SALES TAXES

REVENUES--Overall revenues are projected to come in $3,293k below budget, of which $1,346k is
driven by lower taxes, principally in retail sales taxes, and $307k in lower timber excise taxes based
on lower than expected remittances YTD. See Scenario 1 for all other revenue assumptions.

EXPENDITURES-same as Scenario 1

Based on these revenue and expenditure
assumptions, I am projecting a General Fund operating deficit of ($3,a20k) for 2020, which is $348k
worse than our 2020 budgeted defìcit of ($3,072k).

PROJECTED ENDING FUND BALANCE--$I1,823k, or 27.5o/o of forecasted expenditures, as compared
to $L2,l7L budgeted based on final 2019 results.

SCENARIO 3-ASSUMING -13.60lo DECLIT{E It{ RETAIT SATES TÆ(ES

REVENUES--Overall revenues are projected to come in $3,569k below budget, of which $1,623k is
driven by lower taxes, principally in retail sales taxes, and $307k in lower timber excise taxes based
on lower than expected remittances YTD. See Scenario 1 for all other revenue assumptions.
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EXPENDITURES-same as Scenario 1.

NET DEFICIT OF REVENUES TO EXPENDITURES--Based on these revenue and expenditure
assumptions, I am projecting a General Fund operating deficit of ($3,696k) for 2020, which is $625k
worse than our 2020 budgeted deficit of ($3,072k).

PROJECTED ENDING FUND BALANCE--$11,546K or 26.90/o of forecasted expenditures, as compared
to $L2,L7I budgeted based on final 2019 final results.

SCENARIO ¡I-ASSUMING -3.2olo DECLÍNE IN RETAIL SALES TÐ(ES

REVENUES--Overall revenues are projected to come in $2,609k below budget, of which $662k ¡s

driven by lower taxes, principally in retail sales taxes, and $307k in lower timber excise taxes based
on lower than expected remittances YTD. See Scenario 1 for all other revenue assumptions.

EXPENDITURES-same as Scenario 1.

NET DEFICIT OF REVENUES TO EXPENDITURES--Based on these revenue and expenditure
assumptions, I am projecting a General Fund operating deficit of ($2,736k) for 2020, which ¡s $336k
better than our 2020 budgeted deficit of ($3,072k).

PROJECTED ENDING FUND BALANCE--çL2,507k, or 29o/o of forecasted expenditures, as compared to
çL2,t7L budgeted based on final 2019 final results.

CLOSING REMARKS

In summary, based on these various scenarios, it appears that the General Fund will have a revenue
budget shortfall ranging between $2.6 million and $3.6 million, whích based on projected expenditure
underspend to budget, translates into net operating deficits exceeding our original budget between

$200k and $600k approximately, and putting our ending fund balance between $11.5 and $12 million
While June sale taxes were somewhat encouraging relative to what we were expecting presumably
partly due to the impact of stimulus funds, I believe our Q3 sales taxes will likely provide a more
accurate reading for us in better understanding what the near and longer-term likely impacts will be
that can then lead to further refinement of our projections for the year and heading into 2021.

BUdgetary impaCü (ts ttrere a monetary impact? If so, are funds for this already allocated or is a budget change necessary? If
this is a contract and a budget change is necessary, the budget change form must be submitted with the item at work session and for the
regular agenda) If a budget action is required, has it been submitted and a copy attached? n

This is an informational presentation that by itself has no specific budgetary impact.

ReCOmmended aCtiOn: (Does the Board need to act? If so, what is the recommendation?)

County Official s¡gnature & print name: Mark Lane

Name of Employee/Stakeholder attending meeting: _Mark Lane-
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