
Budget Sustainability
2026 Operating Budget

City Council Study Session May 13, 2025
Jay Burney, City Manager



Agenda
Purpose: Update Council on the efforts underway to achieve long-term budget 
sustainability and begin discussions on the approach to balancing 2026 operating 
budget.
 Revenue & Expenditure Update
 Business & Occupation Tax Considerations
 Olympia Metropolitan District – Interlocal Agreement and Sunset Clauses 
 Other factors impacting the 2026 Operating Budget
 Priority Based Budget Update
 Next Steps



Revenue & Expenditure Update
 2024 Year-End General Fund Financial Position
 Sales Tax Revenue – thru Q1
 2025 General Fund Expenditures– thru Q1



Current General Fund Financial Position

Current Fund Balance (12.5%) $14,298,893
Minimum 10% Reserve (2025) $11,452,159
Fund Balance Above 10% 
Reserve 

$2,846,734

Fund Balance Policy – Between 10% and 25%



Revenues thru Q1
March 2025 
Financial Report



2025 General Fund Expenditures – thru Q1

March 2025 
Financial Report



Business & Occupation Tax 
Revenue Considerations



Discussion Items
 Review of proposed changes to B&O Tax Program
 About our B&O Tax

 Average B&O Tax
 Median Size of Business
 Taxpayers by NAICS and Region
 Business Size by NAICS and Region

 Impacts from Proposed Changes
 Impacts to B&O Revenue
 Impacts to B&O Taxpayers

• Exemptions



Proposed Changes
 The following changes to the B&O Tax program are considered:

 Raise Retail rates from .001 to .002
 Increase no-tax-due threshold from $20k to $200k
 Increase no-tax-due threshold from $20k to $500k
 Create a tax exemption

 Goal: To better understand the profile of impacted businesses



Average B&O Tax



Median Size of Business



Taxpayers by NAICS/Region



Business Size by NAICS/Region



Impacts to B&O Revenue



Businesses Impacted
$200k Threshold + Rate Change

Current Changes – 200K Threshold + Rate Change



Businesses Impacted
$500K Threshold + Rate Change

Current Changes – $500K Threshold + Rate Change



Exemptions
 Olympia provides more exemptions than the Washington Cities B&O Model 

Ordinance
 Cities may modify exemptions
 See Handout – Summary of B&O Exemptions



Olympia Metropolitan 
Interlocal Agreement and 

Sunset Clauses



HISTORY

 2004 Voted Utility Tax

 2016 Park Plan process identified need for metropolitan park district

 Ballot measure passed in 2015 with 56% voter support

 March 2016 City and Board entered into Interlocal Agreement (ILA)

 ILA directed creation of Advisory Committee and funding commitments

 



PARKS PLAN AND CAPITAL INVESTMENT STRATEGY



FUNDING COMMITMENTS

1. 11% of the City’s General Fund revenues will be the baseline for allocating 
General Fund revenues to OPARD

2. 2% Voted Utility Tax Revenues

 Park land acquisition and maintain/develop those properties 

 $1M committed to debt service payment ($16M land acquisition bond) 

 $470,000 committed to the Operating Budget for Park Maintenance 

 

 



FUNDING COMMITMENTS

3. ½% Non-Voted Utility Tax (NVUT) revenues

 Park land acquisition and maintain/develop those properties

 Sunsets Dec. 31, 2029

4. ½% NVUT revenues or allocate first $500,000 of year-end funds 

 Emphasis on park land acquisition 

 Sunsets Dec. 31, 2025 



ADDENDUM 1



Results of Predictable and Reliable Funding

Expanded Outdoor Programs Land Acquisitions

Major Maintenance/ADA Program
Stewardship/Ranger Program Percival Landing

Before

After



Results of Predictable and Reliable Funding

3 Dog Parks 2 Spraygrounds

Transfer of Armory
Cultural Events Oly on Ice



Results of Predictable and Reliable Funding

Yelm Highway Community Park Phase I Armory Creative Campus Critical Improvements



QUESTIONS AND DISCUSSION



Factors Impacting the 2026 Budget
 State Revenue Update 

 1% property tax cap - did not move forward
 HB 2015: Public Safety Funding – moving to governor for signature
 ROW Funding – allocation discussions underway

 Indigent Public Defense Standards
 Federal Funding/Grant Update



Priority Based Budget Update



What is 
Priority Based 
Budgeting?
• Transforms our current, line-

item budget, into Programs 
and Services

• Tells the story of what we do, 
why we do it, and how much it 
costs

• Provides a framework for 
decisionmakers to evaluate 
how to optimize resources and 
explore new revenue



Program Inventory
February - March

Definition: a collection of resources or tasks organized to deliver a 
service or a products
1. Community (External Services)
2. Governance (Internal Services)

Status: Complete



Program Cost Allocation
March - April

 Separate personnel costs from non-personnel costs
 Allocate personnel and non-personnel costs to the programs they support
 Connect cost recovery dollars to specific programs and services
 Connect dedicated revenue to programs and services

Status:
 Final review underway



Program Scoring
May

Comprehensive Plan Focus Areas

 Public Safety
 Community Livability
 Economy
 Environmental Stewardship
 Well-Planned City
 Organizational Excellence

Status:
 Peer Review Team  

Basic Program Attributes
 Reliance
 Mandate
 Cost Recovery
 Demand
 Population Served
 Climate
 Equity



Programs and Budgeted Costs



Programs and Budgeted Costs



Programs and Budgeted Costs



Programs and Budgeted Costs



Programs and Budgeted Costs



PBB Next Steps
May 30  All Data Finalized and Delivered to Consultant

June 13  Mid-Year Retreat
 DRAFT Results on Programs, Costing, Revenue
 DRAFT Alignment to Focus Areas
 Draft Insights and Recommendations

June 24  Council Study Session – Consultant Presentation
 Final Report
 Insights and Recommendations



Budget Sustainability – Next Steps
June 13 – Mid-Year Retreat

What Have We Learned?
 PBB
 Comparable Cities Findings

 FTE’s/1,000 population
 Central Services Staffing

 Summary of 2025 reductions by Dept.
 Dedicated Funding by Dept.

How Are We Doing?
 Sales Tax Revenue
 B&O Tax Revenue
 Basic Life Support Transport Revenue
 Nisqually Jail Expenditures
 Development Fee Fund

Where Are We Going - Approach for Balancing 
2026 Budget?

 Confirm new revenue
 Develop framework for building capacity
 Review fund balance
 Review findings from Priority Based Budgeting
 Discuss approach and impact of possible further 

reductions



Budget Sustainability – Next Steps
June 24 – Study Session

Priority Based Budget
 Final DRAFT Opportunity Area Report
 Cost, Impact, Mandate, Reliance



2026 Budget Calendar
Date Meeting Description

June 2 City Departments 2026 Budget Kick off

Sept. 15 Finance Committee 2026 Budget Update

Oct. 7 City Council Presentation of 2026 Preliminary Budget

Oct. 14 City Council Study Session

Oct. 21 City Council Public Hearings:
2026 Ad Valorem
2026 Operating Budget
2026-2031 CFP 

Other Business:
Fees, Rates, and Special Revenue Funds

Nov. 10 City Council Public Hearing: 2026 Operating Budget

Nov. 17 Finance Committee Prepare 2026 Budget Balancing Recommendation for Council

Nov. 18 City Council 2026 Final Budget Balancing

Dec. 9 City Council Adopt 2025 Operating and CFP Budget



Thank You
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