Department of Administrative Services
Kitsap County

614 Division Street, MS-7, Port Orchard, Washington 98366-4676
Phone (360) 337-7150 « Fax (360) 337-7052

Shawn A. Gabriel

Director
MEMORANDUM
TO: All Elected Officials and Department Heads
FROM: Shawn Gabriel, Director of Administrative Sewicﬁ

SUBJECT: Notice to File 2010 Annual Budget
DATE: July 13, 2009

This is the official notice for all departments and elected offices of Kitsap County to file their
budget requests for the 2010 annual budget. The Department of Administrative Services
(DAS) must receive all revenue estimates and expenditure requests by close of
business on August 10, 2009 — on forms provided electronically by Administrative
Services and with full justifications. All forms, worksheets and instructions can be accessed
from the County’s network by designated personnel (L:\2010 Budget Workbooks).

We enter the 2010 budget process faced with severe financial challenges, as Kitsap
County and the nation are in an unprecedented recession. This dramatically changes our
fiscal landscape and assurances of financial solvency for current and future fiscal years.

Already confronted with the structural dilemma of a 1% limit on existing property tax
revenue, the County also faces decreased sales tax receipts and loss of revenue from
recent annexations. At the same time, we must address immediate expenditure constraints,
such as the rising costs of health care and other personnel-related responsibilities. In
addition, the newly acquired debt obligation associated with the Kitsap County Consolidated
Housing Authority poses a long-term expenditure item. Although the Board of County
Commissioners has crafted an agreement that restructures and defers the $40 million debt
payment and deadlines, we do need to proactively create measures to pay the remaining
debt before the note matures in 2013. We also need to restore our reserves because they
have dropped perilously low in recent years. These conditions create a daunting budget
picture.

Together, we adopted a 2009 budget that implemented drastic reductions in our workforce
and instituted a hiring freeze for the first quarter of the fiscal year. These measures, along
with the use of reserves, balanced our general fund within projections. However, the
economic recession continued, causing a precipitous drop in retail sales tax revenue, new
construction and permit-related activity in the prior fiscal year. As a result, the 2009 budget
was amended to reflect a projected $3 million revenue shortfall — which meant expenditure
reductions within the General Fund Budget as well as adjustments within the Department of
Community Development Special Revenue Fund Budget.

Our five-year financial forecast indicates that Kitsap County cannot sustain even minimal
growth without reducing expenditures or the General Fund Balance. Living within our
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