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      BUDGET SUMMARY 

 

This section summarizes the 2025-2026 biennial budget and provides comparisons to previous years’ 
revenues and expenditures. It begins with an overview of the City’s overall fiscal environment followed 
by a discussion of the budget development process. 

 

GENERAL FISCAL ENVIRONMENT 

 

Effective budget and financial policies are developed gradually over a period of time in response to 
long-term fiscal and socioeconomic conditions. Accordingly, this document responds to both the City’s 
current fiscal and socioeconomic conditions and those anticipated in the future. 

 
Tukwila’s economy generally follows the economic cycles of the surrounding region, although 
downturns have historically been less severe than for other municipalities in the region.  
 
In the previous biennium, the City experienced steady revenue growth compared to earlier years. Sales 

tax, the City's primary revenue source, increased by 6.7% in 2023, building on a 12.7% rise in 2022. 

While the recovery of sales tax revenue continues, inflation played a key role in driving this overall 

increase. City staff remain proactive in seeking additional grant opportunities to further support the 

budget. Additionally, intergovernmental revenues continue to represent a significant portion of the City’s 

overall income, reinforcing the importance of external funding sources to maintain fiscal health and 

support community services. 

 
Over half of Tukwila’s ongoing revenue comes from property tax and sales tax. Property tax grows 
more slowly than inflation and sales tax is subject to economic conditions, which became unusually 
volatile due to the global pandemic that began in 2020.  
Tax revenues saw continued growth in 2023 and 2024. However, rising inflation during this period 
significantly increased expenditures, surpassing the gains in revenue. Despite the positive trend in tax 
collections, the rapid escalation of costs due to inflation placed considerable pressure on the City's 
budget. This imbalance underscores the challenges of managing rising expenses in an inflationary 
environment, even as revenues grow. 
 
 The City has some relatively new revenue capacity due to the voters’ decision to annex into the Puget 
Sound Regional Fire Authority in 2024 and the introduction of a new Business & Occupation Tax. 
Meanwhile, the City is also struggling with declining sales tax revenues as the Sales Tax Mitigation 
program continues to diminish, significantly reducing a previously reliable source of income. 
Additionally, the American Rescue Plan Act (ARPA) funding will discontinue at the end of 2024. 
Expenditures continue to grow at a faster rate than revenues, driven by factors such as rising labor 
costs, increased inflation, and escalating insurance liabilities. Population and employment grown are 
drivers of staff workload and increase demands on infrastructure and services.  
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BUDGET DEVELOPMENT 

 
In late 2023, the City convened a community-based Financial Sustainability Committee to solicit input on 
how Tukwila can use limited financial resources to meet community priorities. The Committee made its 
final report to the Mayor and City Council in April 2024, including these recommendations: 

• Be Good Stewards of Public Resources. Build a culture of continuous improvement and 
implement approaches and tools to improve the City’s efficiency and effectiveness. 

• Invest in the Tukwila Community’s Highest Priorities. Align services with community priorities and 
prudently manage the tax burden on residents and businesses. 

• Invest in Tukwila’s Future. Make targeted investments to achieve long-term cost savings and 
improved outcomes for the Tukwila community. 

 
These recommendations, in addition to the other community engagement efforts described in the 
introduction, helped shape the creation of the 2024-2025 biennial budget.  Major issues driving fiscal 
policy proposals include public safety investments, repair & replacement of critical infrastructure, and 
organizational efficiencies and financial sustainability. The previous biennium was considered a “bridge” 
budget, intended to help the City with its potential transition to the Puget Sound Regional Fire Authority, 
which was ultimately approved by voters.  The intention going forward to 2025-2026 was to return tax 
capacity to Tukwila taxpayers while retaining necessary resources to mitigate the structural imbalance 
and investing in key service level enhancements. To balance the 2025-2026 budget and honor this 
commitment, the proposal includes use of one-time funds in the form of land sales and closure of the 
Urban Renewal Fund; implements an ongoing Lean staffing model, and does not propose any new 
revenue beyond modest utility rate increases. 
 
 

 
PERFORMANCE MEASURES 

 
Performance measures are tools put in place by program staff and managers and reviewed by City 
leadership to assure alignment between programs and City goals. These measures are select points of 
data that represent the work performed within departments in a way that can track the effectiveness of 
programs over time.  
 
S.M.A.R.T. goals track Specific, Measurable, Achievable, Realistic, and Timely objectives set forth by 
department heads. The objective of a SMART goal is to tell exactly what is expected, why it is important, 
who is involved, when it is going to happen, and which attributes are important. Such goals have a much 
greater chance of being accomplished as compared to general goals. 
 

 
 

WHY MEASURE PERFORMANCE? 
 
Measuring performance provides a quantifiable way in which to recognize successes and areas needing 
improvement. The City’s progress is measured against data from previous years, targets set in master 
plans and benchmarks with other communities. The performance measures are tied to the City’s adopted 
strategic plan goals and provide visibility into how the goals are being accomplished. By measuring our 
programs using a variety of data, we can see how Tukwila’s present state relates to its past indicators 
and future plans. Performance measures offer transparency and allow the public to hold the City 
accountable. The report provides insight into costs, accomplishments, and areas of improvement over 
time. 
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FORMAT OF REPORT 
 
Performance measures provide a logical connection between City resources and desirable community 
outcomes. If the City devotes resources to a service area, then it should be able to achieve desired 
outcomes in line with the Council goal of that service area. Each department section includes a 
performance measures chart of City inputs, outputs, and outcomes. These measures are tied to the 
Council’s Strategic Goals, which are reported on the inside front cover of the budget. 
 
 

FINANCIAL SUMMARY 
 

The 2025-2026 budget is balanced and meets the Council adopted goals for Contingency and Ending 
Fund Balance. The budget reflects total revenues of $154 million in 2025 and $168.3 million in 2026, a 
0.9% decrease from adopted 2024 revenues of $156 million. The decrease is a result of returning 
property tax capacity to voters following Tukwila’s annexation to the Puget Sound Regional Fire Authority. 
No drawdown of the General Fund or the Contingency Fund is expected in the biennium, the result of an 
emphasis on maintaining structural balance for continued financial stability and sustainability.   
 
Total all revenues = $154.6M for 2025 and $168.3M for 2026, a  0.9% decrease from adopted 2024 
revenues of $156.0M. The decrease is a result of returning property tax capacity to voters with Tukwila’s 
annexation to PSF. 
 
Even with the creation of new GF revenue sources in 2023-24, ongoing general fund revenue sources 
will continue to decline in the 25/26 biennium. 
 
 
Each fund has been grouped according to their function within the City.  The Contingency Fund is 
displayed with the General Fund as its sole source of funding is the General Fund (with the exception of 
investment earnings), and it contains no external restrictions.  As a side note, for purposes of financial 
reporting the General Fund and Contingency Fund are combined in the Annual Comprehensive Financial 
Report (ACFR) as well.   
 
The Local Improvement District (LID) fund and associated guaranty fund are shown separately from the 
general obligation debt; the LID debt is secured by the property assessed in the district and is not 
considered a direct obligation of the City. 
 
The estimated beginning fund balances, revenues, expenditures and ending fund balances for each of 
the funds and fund groups is shown below for both 2025 and 2026.  The governmental funds included in 
the Financial Planning Model Attachment A are identified with an asterisk.  They exclude the Special 
Revenue funds which are self-supporting, and the allowable activities are very specific and restricted. 
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