
CITY OF HOQUIAM 
 

Second Quarter Financial Report - January through June 2008 
 

EXECUTIVE SUMMARY 
 
This document provides a detailed review of City financial activity for the first six 
months of 2008. The report has been formatted to be consistent with the adopted 
budget for ease of comparison and review of information.  Each set of facing pages 
provides a complete review of an individual fund and its year to date activity.  The 
only exception to this is the General fund, which is presented in two sections: (1) 
revenues & transfers in and (2) appropriations and transfers out.  
 
Current Status:  At the end of June, on a City-wide basis, both revenues and 
expenditures are within parameters for budget projections.  The adjacent All Funds 
Expenditure Summary page provides a summary of year to date expenditure vs. 
appropriation information for the City, and indicates that overall, the City has 
expended 38.5% of operating appropriations.  As of June 30, only a small 
percentage of capital improvement and debt service expenditures had been made.  
 
Analysis:  Only the Train Station Improvement Fund is showing higher than 
expected expenditures.  This is due to the completion of this 15 year project as the 
Train Station was occupied by the Department of Licensing at the end of June. 
 
Bottom Line:  Revenues are exceeding expectations while expenditures have been 
less than anticipated.  Cash reserves in the General Fund are at an all time high.   
 
A trend that started in the first quarter of 2008 has continued into the second 
quarter.  That is, sales taxes are up 17% or $51,167 in 2008 over comparable 2007 
levels, while B&O Tax receipts are down 15% or $70,111.  Some large 
development projects have skewed both of these numbers including the biodiesel 
plant, the new Rite Aid store and the Train Depot making a year to year comparison 
difficult.  However, staff will continue to investigate this anomaly.   
 
Almost all operating departments are within normal expenditure levels through the 
second quarter.  In the General Fund, the combined operating departments 
expended 11.3% more in the 2nd Quarter of 2008 than they did combined in the 2nd 
Quarter of 2007.   
 
Please see the individual pages for a more detailed analysis of each fund’s 
revenues and expenditures. 



General Fund 
 

Overview:  
The following four pages summarize all 2008 General Fund projected revenues, 
appropriations, and expenditures by department through June.  
 
For 2008, total revenues and transfers in are budgeted at $6,272,330, while 
appropriations and transfers out are adopted at $6,848,055, creating an ending 
balance of $1,725,850.  
 
Operating budget appropriations of $2,590,037 represent an 11.3% increase over 
comparable 2007 appropriations.  This increase can be attributed to rising fuel 
costs, overtime due to employee turnover, the addition of the City Planner, and 
improvements to Olympic Stadium 
 
Transfers to other funds total $947,525, and include annual support of City activities 
including street operations and funds for police and fire pension obligations.   
 
General Fund Revenues:  
The adjacent chart provides a summary of adopted and year to date 2008 General 
Fund revenues and transfers in. 
 
Taxes through June are at 55.9% of budget. This is appropriate as the City has 
already received the first of two major property tax distributions from the County.  
The County normally distributes property taxes, one of the single largest revenue 
sources for this category, in May and November. Thus, the relatively high 
percentage of taxes received through June.  
 
Licenses and Permits are at 78.5% of budget through June. This is due in part to 
business license renewals that were paid in full for the year during the first quarter 
and the large number of building permits taken out after the December 2007 storm. 
 
Intergovernmental Revenue is at 30.5% of budget through the second quarter.  
Grants received by the Police and Fire Departments account for a majority of this 
category’s receipts. 
 
Fines and Forfeitures are running ahead of budget, at 79.8% through June. This 
category includes primarily police citations and other court fines.  
 
Miscellaneous Revenue is at 43.3% of budget.  Interest income on reserves 
represents the majority of this category. 
 
In summary, revenue activity is within normal parameters, and staff will monitor 
specific areas of concern. 



General Fund Appropriations:   
Adopted appropriations and required transfers total $6,848,055, an increase of 
$640,860 from 2007 appropriated levels.  This is attributed to four factors: first, the 
miscellaneous improvements to City Hall, second personnel increases in the Police 
Department including cashing out banked vacation hours.  Also, grant funded 
equipment in the Fire Department and finally, reimbursable Pontoon Project permit 
reviews in Public Works.  Of this total, the adjacent page summarizes operating 
appropriations of $5,900,530 and transfers out of $947,525.  
 
Through June, operating expenditures total 43.9% of budgeted appropriations, 
below anticipated spending levels for the first six months of the year.  Given that the 
first six months typically include annual insurance premiums and other one-time 
costs, this is well within normal operating parameters.  
 
The only department that is substantially above year to date targets is the 
Legislative/Council Department and the Americorps.  The Legislative Department is 
over due to the payment of various association dues and memberships in the first 
quarter (e.g., the Council of Governments, EDC, and liability insurance).  The 
Legislative Department should be at target by year-end.   The second year of the 
Americorps program ends in July and the budget for the remainder of 2008 has not 
yet been finalized.  This department should be on target by year end. 
 
In summary, all departments are well within expected budget parameters through 
the first six months. The Finance Department will work with Department Heads to 
monitor activity monthly to ensure that overall budget targets are adhered to. 
 
Transfers to Other Funds: 
The General Fund budget includes $947,525 in transfers to other funds. These 
transfers include: 
 
Street:  Annual support level totals $147,380.  The Street Fund is a "creeper" fund 
requiring assistance from the General Fund for operations.  An accounting change 
in 2007 forced all "creeper" funds receive their funds via transfer from the General 
Fund rather than direct appropriation.  A transfer of $50,000 or 33.9% of budgeted 
amounts was made as of June. 
 
Train Station:  A one-time transfer of funds to make improvements for the 
Department of Licensing was approved by Council.  This includes $129,000 in 
interior office improvements.  This transfer had not been made as of June. 
 
Police and Fire Pension: $516,500 in transfers for continued operational support 
including medical premiums and unreimbursed medical costs for retirees of the 
State's Law Enforcement Officers and Fire Fighters Plan 1 pension system.  A 
transfer of $240,000 or 46.5% had been made as of June.  
 



Stadium and Tourism Fund #112 
 
Overview: 
 
The Stadium and Tourism Fund provides for the collection of the City's 2% stadium 
tax and 3% transient tax revenues.  Funds collected here are spent to finance 
ongoing municipal operations related to tourism, festivals and performing arts 
activities.  
 
Revenues: 
 
For the year, Hotel Motel tax revenues are budgeted to total $13,000, and come 
from two sources, a 2% Stadium tax revenues and 3% Transient excise tax.  
Revenues through June of $3,944 constitute 30.3% of the budgeted amount of 
$13,000.   
 
Through June, Hotel Motel taxes are also up 34.4% compared to 2007 levels 
demonstrating a marked increase.  However the need for additional lodging 
facilities in Hoquiam still exists.  Staff will continue to monitor this trend monthly and 
keep the Council informed of any important developments. 
 
Appropriations and Transfers out: 
 
Through June, the City has not expended any of its budget authority in this fund.  
Staff will be brining recommendations to the Council from the Lodging Tax Advisory 
Committee (LTAC) for approval to fund the 2008 community events and festivals.    
 
  
 
 



Community Development Repay Fund #130 
 
Overview: 
 
The Community Development Repay Fund receives its funding from loan 
repayments associated with a home improvement loan program established in the 
early 1980’s.  Proposed expenditures represent abatement and cleanup activities.  
 
This fund began 2008 with a budgeted $191,854 cash balance.  
 
Revenues: 
 
This fund receives its primary resources from contract payments on home 
improvement loans and some resources from the cleanup and abatement fees.  
Total resources were budgeted at $10,000 while revenues of $42,123 have already 
been received.   
 
The City’s increased efforts in the abatement of dangerous buildings has increased 
the revenues of this fund dramatically and slowed the use of reserves by this fund. 
 
Appropriations and Transfers out: 
 
Expenditures for cleanup and abatement activities were budgeted at $125,100 and 
include approximately $50,000 for demolition costs for dilapidated structures.   
 
Through June, $22,060 or 17.6% of this budget have been expended.  This activity 
is well below expected levels but should be 100% expended by year end. 
 
 



Water, Sewer and Storm Fund #401 
 
Overview: 
 
The Water, Sewer and Storm fund provides for all utility operations, capital 
improvement and debt service appropriations and transfers associated with the 
City's utilities. The adjacent pages summarize budgeted financial activity for the 
biennium, including revenues and expenditures through June.  
 
Revenues:  
 
This fund was budgeted to generate revenues of $5,307,585, primarily from water, 
sewer and storm usage.  Fees received from late penalties and shut-offs are also 
part of this fund's revenues.   
 
Through June water sales of $642,659 were collected or 45.7% of budgeted 
metered water revenues of $1,404,895.  This is 6.5% higher than 2007.  Water 
revenues are very seasonal and this number is anticipated to increase in the 
summer months.  However, staff will be monitoring this revenue closely in the 
coming months. 
 
Through June, this fund had also collected 52.6%, or $592,295 of its budgeted 
$1,125,205 sewer service revenue. Sewer service rates are primarily fixed in 
amounts and not subject to variation in seasonality.  Sewer service revenue is 5.8% 
higher than the 2007 year to date amount. 
 
Storm Drain rate revenues through June are at 40.7%, or $101,780 of the budgeted 
amount of $250,000.  Storm Drain revenues are $7,385 or 7.8% higher than 
comparable 2007 amounts.  Staff has been closely monitoring this trend and found 
some errors in accounts that were corrected in June.  This revenue line item should 
be at 100% by year end. 
 
Interest earned on the invested balance in this fund has earned $37,526 through 
June.  This is 49.8% of budget and $50,608 lower than comparable 2007 amounts.  
Short term interest rates have dropped drastically since 2007.  However, the City 
still makes a concerted effort to invest all of its available funds. 
 
The last major revenue source to this fund comes from a transfer in from the 
Watershed Fund.  Through June, $145,688 or 6.0% of the budgeted amount of 
$2,425,095 had been transferred.  These transfers will increase as the river 
crossing project activity increases this summer. 
 



Appropriations:  
 
For 2008, this fund was appropriated to spend $5,695,985.  Budgeted amounts are 
primarily for operations, but do include expenditures for capital, debt service and 
transfers out to equipment reserve for future vehicle and equipment purchases. 
 
Through June, the Water, Sewer and Storm Departments combined have expended 
45.5%, or $1,519,957 of their combined $3,343,450 operating budget, which is 
within parameters for the second quarter. 
 
To date, the Water, Sewer and Storm Departments expended 4.2%, or $90,265 of 
their combined $2,142,645 capital budget.  For 2008, the majority of capital 
expenditures will be toward replacement of the Hoquiam River crossings. 
 
Transfers to other funds for operating, debt service and equipment reserve 
requirements are within normal budget parameters though June, and are 
anticipated to be 100% expended by year-end. 
 
This fund was budgeted to begin the year with a cash balance of $623,235.  
However, after all operating appropriations and capital expenditures, this fund is 
budgeted to end the year with a cash balance of $234,835.  Staff will continue to 
monitor this fund as a 45-day operating reserve is recommended which would 
equate to $333,000.  
 
  
 



Watershed Fund #402 
 
Overview: 
 
The Watershed Fund accounts for all expenditures associated with timber 
harvesting and the management of watershed lands.  All timber sale revenues 
are deposited into this fund.  Watershed funds are transferred to the Water, 
Sewer and Storm Fund as needed for infrastructure improvements. 
 
This fund will begin 2008 with a $1,352,988 cash balance.  
 
Revenues: 
 
This fund receives its resources from timber sales.  The City has already 
completed on timber sale in is in the process of two additional sales for downed 
timber from the December storm.  As such, the City has already received 
$772,371 or 62.7% of its budgeted amounts of $1,231,020. 
 
Appropriations and Transfers out: 
 
Starting in 2006 this fund does include a small operating expenditure budget, but 
primarily provides a source of funds for transfer to other Water, Sewer and Storm 
Funds for special projects.  
 
Total interfund transfers of $2,480,095 are budgeted to the Water, Sewer and 
Storm Fund for capital expenditures in support of infrastructure improvements 
and to the Transmission Line Reserve Fund.  To date, $164,087 or 6.6% of 
budgeted transfers had been made. 
 



Landfill Postclosure Fund #417 
 
Overview: 
 
The Landfill Postclosure Fund provides for maintenance and monitoring of the 
old City Landfill.  Funds were transferred annually from the Sanitation Fund, 
when it was in operation, to this fund to pay for future maintenance costs.  When 
the Sanitation Department was sold, a sufficient amount from the sale was also 
transferred to this fund to cover the costs of the City’s obligation to the landfill 
until 2009. 
 
This fund will begin 2008 with a $283,819 cash balance.  
 
Revenues: 
 
This fund receives its resources solely from interest earned on the cash balance 
reserved in this fund for postclosure maintenance. 
 
Appropriations and Transfers out: 
 
This fund is budgeted to spend $64,865 on postclosure maintenance in 2008.  As 
of the second quarter, $32,829 or 50.6% of anticipated expenditures had been 
made.  This fund is budgeted to end the year with a $256,150 cash balance. 



Equipment Rental Fund #501 
 
Overview: 
 
The Equipment Rental Fund provides for the accounting of vehicle purchases 
and vehicle maintenance.  Funds are accumulated over the course of one or 
more years in the Equipment Rental Reserve Fund #505 and funds are then 
transferred to this fund to acquire the vehicles or equipment. 
 
For the biennium, this fund begins the year with a $72,956 cash balance.  
 
Revenues: 
 
All resources of the Equipment Rental Fund come in the form of charges for 
services from other departments and transfers from other funds.   
 
There is $506,940 in budgeted revenue, of which 39.3% or $199,075, has been 
received through June.  
 
Appropriations: 
 
The primary expenditures in this fund are for the City's one mechanic and for 
vehicle purchases.  In addition to the mechanic, there are seven vehicles and 
equipment purchases planned for the year, including one ambulance.   
 
As of June, $158,123 or 59.3% of operations had been expended and $36,391 or 
13.9% of appropriated vehicle purchases had been made.  Four of the seven 
vehicles and equipment in the budget have been purchased as of the end of the 
second quarter. 
 



Equipment Rental Reserve Fund #505 
 
Overview: 
 
The Equipment Rental Reserve Fund provides for the accounting of resources 
from all operating funds for use in acquiring vehicles and equipment.  Separate 
balances are maintained for each operating fund making a contribution, and 
funds are accumulated over the course of one or more years and funds are then 
transferred to the Equipment Rental Fund #501 to acquire the vehicles. 
 
For the biennium, this fund begins the year with a $1,525,451 cash balance. The 
budget provides for $238,900 in resources from transfers to this fund from other 
funds and $32,500 from interfund loan repayments.  
 
Revenues: 
 
All resources of the Equipment Rental Reserve Fund come in the form of 
transfers from other funds. As noted above, $238,900 in transfers are provided 
by other funds of which $112,014 or 46.9% have been made through June.  
 
Appropriations: 
 
Appropriations come in the form of transfers to the Equipment Rental Fund #501.  
In the 2008 budget, $262,415 was appropriated in transfers of which $36,391 or 
13.9% have been made to date. 



Medical/Dental Fund #520 
 
Overview: 
 
The Medical/Dental Fund receives transfers from other operating funds to pay for 
the direct expenditures of contractually obligated medical, dental and vision 
premiums. 
 
For the year, this fund begins the year with a $70,876 cash balance. The budget 
provides for $1,513,590 in resources transferred to this fund from the City’s 
operating funds.  
 
Revenues: 
 
All resources of the Medical/Dental Fund come in the form of transfers from other 
funds.  As noted above, $1,513,590 in transfers are provided by other funds, of 
which $724,402 or 47.9% have been made through June.  
 
Appropriations: 
 
Appropriations to this fund include the City’s direct medical and dental premiums 
in the amount of $1,522,305.  As of June, the City had expended $729,865 or 
47.9% on medical premiums.   
 
. 



Unemployment Fund #522 
 
Overview: 
 
The Unemployment Fund provides for the City’s activities as a self-funded 
unemployment provider.  Property Tax revenues are only transferred to this fund 
if there are claims to be paid. 
 
For the biennium, this fund begins the year with no cash balance. The budget 
provides for $15,000 in resources transferred to this fund from the General Fund.  
 
Revenues: 
 
All resources of the Unemployment Fund come in the form of transfers from the 
General Fund or the fund responsible for the unemployed.  As noted above, 
$15,000 in transfers are provided to this fund of which none have been made 
through June.  
 
Appropriations: 
 
There is $20,545 in appropriations planned for the year to allow for potential 
unemployment claims of former City employees.  As of June, none of the 
appropriations in this fund had been expended.   
 
 



 
 

Police & Firemen’s Pension Fund #611 
 
Overview: 
 
This fund pays for the medical premiums and allowable medical bills for retired 
LEOFF I Police and Fire employees.  The City is mandated by state law to 
provide the benefits to these employees while the state provides their pensions.  
This fund also pays the supplemental pension payments for pre-LEOFF fire 
employees.  This fund is budgeted to begin the year with a $26,138 beginning 
cash balance. 
 
Revenues: 
 
The primary source of funding for the Police & Firemen’s Pension Fund is 
through a transfer from the General Fund.  There is $516,500 in budgeted 
transfers, of which $240,000 or 46.5% has been received.   
 
There is also $16,500 in Fire Insurance Premium Taxes that are anticipated to be 
received in 2008 to help offset the Fire pension payments.  To date, $19,193 or 
116.3% has been received in this line item.  
 
Appropriations: 
 
Expenditures for this fund were budgeted at $538,110 in 2008 and are mostly for 
retiree medical but also for pension payments.  As of June 2008, $251,431 or 
46.7% of budgeted appropriations had been expended. 



Capital Improvement Projects 
 
Overview: 
 
Capital improvement expenditures have been separated for clarity purposes and 
for independent accounting of capital improvement projects.  Proprietary 
operations, such as the City’s water, sewer, and storm drain funds are capital 
intensive as the following summary explains.  Very little capital project activity 
has taken place as of the second quarter.  More detail will be included in future 
Quarterly Reports as activity picks up in the summer months. 
 
Progress Summary:   
 
Water Capital Projects, $1,234,620.  These items provide appropriation authority 
for all requested water utility capital improvements for 2008.  These 
improvements are funded from watershed resources transferred to the Water 
Department.  The largest project in this category is for improvements to the 
Hoquiam River Crossing.  In total, Water Capital Projects have expended 
$54,957 or 4.5% of budget authority. 
 
Sewer Capital Projects, $906,530.  Like the Water Capital, the Hoquiam River 
Crossing is the major project for 2008.  As of June, $34,890 or 3.8% of 
appropriated expenditures had been made. 
 
General Capital Reserve, $250,000.  This line item was appropriated to fund 
improvements to the Train Station and minor improvements to City Hall in 2008.  
Only the Train Station improvement has been made as of June 2008. 
 
Sidewalk Construction Fund, $82,000.  This line item was appropriated to fund 
sidewalk improvements at City owned facilities. Only $1,142 has been spent as 
of June 2008. 
 
Train Station Improvement Fund, $342,450.  The Train Station Improvements 
have been completed and the Department of Licensing occupied the building at 
the end of June.  To date, $352,880 or 103.0% of expenditures have been made 
to complete the building.   
 
 
 



Debt Service Budget Summary 
 
Overview:  
 
The adjacent page provides a summary of the 2008 debt service budget of the 
City. The City began 2008 with a total bonded debt service principal balance 
including revenue debt of $805,454. 
 
Limited Tax General Obligation (LTGO) Debt: Appropriations in this category 
pay the principal, interest and debt associated with two debt issues, including: 
 
• 1989 LTGO Bonds that financed a remodel of City Hall. 
• 1994 PWTF Loan that paved a portion of Aberdeen Avenue. 
 
Through June, $48,076 or 79.0% of budget has been expended in principal and 
interest payments. 
 
Unlimited Tax General Obligation Debt (UTGO): Appropriations in this 
category pay the principal, interest and expenses associated with one bond 
issue: 
 
• 1995 Issue that refunded three separate bond issues. 
 
Through June, only an interest payment of $4,594 had been made. 
 
Revenue Debt: Appropriations in this debt category pay the principal, interest, 
and debt service expenses associated with two revenue bond issues, including: 
 
• 2006 PWTF Loan to complete a Sewer Facility Plan. 
• 2000 CERB Loan to install sewer along the 5th Street Extension. 
 
$25,800 or 105.4% of budget has been expended in principal and interest 
payments at the end of the second quarter. 
 
Total debt activity through June 30th was $78,470 or 29.1% of the total debt 
service budget, due again to later payments on general obligation debt. 
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