
 

 

 
CITY OF KIRKLAND 

2011 CITY COUNCIL RETREAT 
MARCH 21 – 22, 2011 

 
Kirkland City Hall - Peter Kirk Room 

123 5th Avenue 
Kirkland, Washington 

 
AGENDA 

 
 
           Monday, March 21 
 

 9:00 a.m. Agenda Overview and Housekeeping 
 
   Strategic Planning – How to Get from Goals to Outcomes 
 
   - Overview of the business planning cycle 
   - Review of Council Goals 
   - Alignment of work plan and budgeted items to current goals 
    
   Break 
    
            - Council discussion – refinement of goals 

 
          Noon  Lunch 
                   
                                          Financial Context for Kirkland’s Next Budget Process 
 
               Result of Council Interviews about Kirkland’s Budget Process and Outcomes 
  
                       City Budget Models 
                                           
                                          - Overview of different models and pros and cons 
    - Kirkland’s current process 
    - Redmond priorities of government 
    - King County Blue Ribbon Panel 
    - City of Shoreline citizen advisory group 

CITY  OF  KIRKLAND 
CITY COUNCIL 

Joan McBride, Mayor • Penny Sweet, Deputy Mayor • Dave Asher • Jessica Greenway 
Doreen Marchione • Bob Sternoff • Amy Walen • Kurt Triplett, City Manager 

Vision Statement 

Kirkland is an attractive, vibrant, and inviting place to live, work and visit.   

Our lakefront community is a destination for residents, employees and visitors. 

Kirkland is a community with a small-town feel, retaining its sense of history, 

while adjusting gracefully to changes in the twenty-first century. 

 



 

 

            Break 
 
                       Where do we go from here for the 2013-2014 Budget? 
 
                       Adjourn 
            
 
      Tuesday, March 22 
 
                      9:00 a.m. City Council Open Discussion 
 
          10:00  Tour of Annexation Area 
 
              Adjourn 



 

CITY OF KIRKLAND 
City Manager's Office 
123 Fifth Avenue, Kirkland, WA  98033  425.587.3001 
www.ci.kirkland.wa.us 

 
 
MEMORANDUM 
 
To: Kurt Triplett, City Manager 
 
From: Marilynne Beard, Assistant City Manager 
 
Date: March 13, 2011 
 
Subject: STRATEGIC PLANNING CYCLE AND COUNCIL GOALS 
 
 
The City Council will be discussing City Council goals and the budget process at their annual 
retreat.  The purpose of this memo is to provide background information for the City Council’s 
discussion about how Council goals and the budget process fit into a larger strategic planning 
process.   
 
Strategic Planning  
 
There is an abundance of literature about strategic planning and its role in community and 
financial planning.  This document is not intended to be a definitive document, but rather a 
synthesis of the concepts.  Strategic planning is a systematic process for identifying an entity’s 
mission and how to achieve them.  There are many ways to approach a strategic planning 
process, but all have a few common elements. 
 

• Identification of the mission/vision – A statement of the long-term community 
vision 

• Internal and External environmental assessment – An assessment of the City’s 
internal and external environment that provides a context for planning for the future 
(often in the form of a “SWOT” analysis where organization identifies strengths, 
weaknesses, opportunities and threats) 

• Agreement on broad goals – Development of a limited number of broad goal 
statements that give more form to the vision.  Goals do not change frequently but 
should be regularly reviewed in the context of the current environment.  

• Development of strategies to achieve the goals – Development of strategic plans, 
action plans and long-range plans that are achievable over time 

• Development of an action plan – Specific actions that will be taken over a defined 
time period (for instance over a budget cycle) that systematically implement strategic 
plans and actions plans.  This most often occurs during the budget process where 
resources are allocated to programs, projects and initiatives. 

• Implementation of the action plan – As defined in organizational work plans. 
• Monitoring and measurement of progress towards achieving goals – Measures 

of the effectiveness of the actions taken to achieve the vision.  These often take the 
form of a performance measurement system. 

 
The strategic planning process is a recurring cycle of planning, implementing, measuring and 
adjusting.  If the steps noted above are the generic elements of strategic planning, a city 
government such as Kirkland achieves these activities through a variety of recurring processes.   
The diagram on the following page depicts this recurring cycle of events and how the various 
activities of government feed into the strategic planning process.  

Council Retreat:  03/21/2011 
Agenda:  Strategic Planning - How to  
              Get from Goals to Outcomes
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Over the past three years, the City Council has taken a more strategic approach to planning 
through the development of Council goals, performance measures and work plans.  The 
following table compares the general elements of a strategic plan to Kirkland processes. 
 
 

Strategic Planning Step Kirkland Processes 
Identification of the mission/vision A vision statement is adopted in Kirkland’s 

Comprehensive Plan and an abbreviated version is 
published on Council agendas.   

Internal and external environmental scan Reports are provided to Council during the budget 
process and at the City Council Retreat  (e.g. 
financial status reports, “SWOT” analysis, budget 
process) 

Agreement on broad goals Adopted City Council goals – Attachment A
Development of strategies to achieve the goals Strategic plans and action plans – Attachment B is 

a list of adopted strategic and actions plans and 
their update cycle. 

Development of an action plan Resource allocation through the Budget and CIP –
Attachment C provides a crosswalk between 
Council Goals and the adopted work plan and 
budget. 

Implementation of the action plan Annual work plans – Attachment D 
Monitoring and measurement of progress Performance measures and periodic reports to City 

Council about progress on annual work plans. 
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Since Kirkland is on a biennial budget cycle, the business planning cycle occurs over two years.  
The following table depicts the activities that occur during the two year cycle beginning with 
2012. 
 
 
 2012 (Even Numbered Year) 2013 (Odd Numbered Year)
 Budget Cycle Comp Plan Cycle Budget Cycle Comp Plan Cycle
JAN Annual work plan 

adoption 
Begin Comp Plan 
Update 

Annual work plan 
adoption 

Begin Comp Plan Update 
including private 
amendment requests 

FEB  Planning work 
program adoption 

Planning work program 
adoption 

MAR Council Retreat:  
Budget priorities an 
strategies 

 Council Retreat:  
Program Focus (2011 
example, Budget 
Process Review 
(proposed) 

 

APR Begin preparation 
of CIP 

 Program review and/or 
strategic plan 
preparation 
(proposed) 

 

MAY    
JUN    
JUL Begin preparation 

of biennial budget 
  

AUG Council review of 
CIP 

  

SEP Budget hearing   
OCT Budget review and 

hearing 
 Council receives report 

on program review or 
strategic plan 
(proposed) 

 

NOV Budget review and 
hearing 

 Mid-biennial Budget 
Review and hearing 

 

DEC Adoption of 
biennial budget, 
CIP and property 
tax levy 

Adoption of Comp 
Plan amendments 
including Capital 
Facilities Element 

Adoption of mid-
biennial budget 
adjustments, property 
tax levy and 
strategic/action plans 

Adoption of Comp Plan 
Amendments including 
Private Amendment 
Requests 

 
 
 
Observations and Recommendations 
 
Integration of Vision Statement and Goals 
 
The abbreviated version of Kirkland’s vision statement is published on the City website and on 
all City Council agendas (Kirkland is an attractive, vibrant, and inviting place to live, work and 
visit.  Our lakefront community is a destination for residents, employees and visitors.  Kirkland 
is a community with a small-town feel, retaining its sense of history, while adjusting gracefully 
to changes in the twenty-first century.)  However it isn’t integrated into the City Council goal 
document.  The vision statement should be added to the goal document since the goals were 
developed in support of the vision. 
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Goal Review and Update 
 
The Current City Council goal document states that these goals are dynamic and “should be 
reviewed on an annual basis and updated or amended as needed.”   In addition, Council 
members have expressed a desire to revisit the goals given the change in the economic climate. 
Other changes in the environment may also prompt a review of goals (see next section on 
environmental scan).  Council direction is needed regarding the timing and process for 
reviewing goal statements. 
 
 
Environmental Scan 
 
The City performs some of the activities of strategic planning as part of the normal budget and 
Comprehensive Plan review cycles.  The one activity that is not currently integrated into these 
processes is an environmental scan.  An environmental scan provides an opportunity to “step 
back” from the day-to-day activities of government to determine whether changes in the 
internal or external environments prompt reassessment of  the City’s immediate work plans or 
longer range goals.  Although the budget process incorporates an environmental scan by virtue 
of the economic assessment, it is done within the context of the allocation of resources for 
services and capital.  In 2008, the City’s executive team conducted a SWOT analysis for the six 
“goal areas” identified by the City Council at the time (Attachment E).  This was provided to the 
City Council as background for the Council goal setting process.  A SWOT analysis (or 
comparable activity) could be undertaken on an annual basis either by the City Council or by 
the executive team (or both groups together).   
 
 
Department and Functional Reviews 
 
When the City Council first adopted the biennial budget cycle, staff presented options for “off-
year” activities (i.e. the year when the organization was not preparing a budget).  The past two 
budget cycles, the City Council has been focused on budget strategies every year in order to 
deal with unprecedented and dramatic changes in revenue.  Assuming that the City’s financial 
environment has somewhat stabilized, one option for off-year activities would be a program 
focus, whereby the City Council would choose one function or department of the City that 
would undergo a comprehensive review of policies and procedures.  The purpose of the review 
would be to assess Kirkland’s programs against industry best practices and to identify 
opportunities to streamline, reorganize or reallocate resources to maximize efficiency and 
effectiveness.  This activity may take the form of development or update of a strategic plan for 
the department or function.  Depending on the topic and scope of the review, outside 
consultants or voluntary assistance from peer agencies or businesses may be engaged to 
provide expertise and to facilitate discussions within the organization.   
 
 
Performance Measurement 
 
Performance measurement has been an ongoing project that has evolved with the development 
of Council goals.  Over the past two years, staff has worked with Council and advisory boards to 
develop performance measures for the ten Council goals.  The most recent iteration was 
presented to the City Council as an issue paper with the 2011-2012 Budget (Attachment F).  
Earlier in the year, staff had presented a proposal to the City Council to adopt the basic format 
used for the performance measure report (Attachment G).  The City Council did not have an 
opportunity to discuss the final performance measures presented during the budget process; 
however, they represent the recommendations of the various staff groups, advisory boards and 
Council subcommittees that were charged with reviewing and refining the earlier version.  At 
this point, staff will need to create a new performance measurement report using the proposed 
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measure in the format suggested in 2010.  This will ultimately be incorporated in the biennial 
budget document.   
 
Summary and Direction Needed 
 
The purpose of strategic planning for local governments is to encourage a thoughtful and 
thorough analysis of the community to compare current conditions to the common vision.  
Kirkland has integrated many of the steps of the strategic planning process into its normal 
business cycle.  Several articles on the use of strategic plans in local government are attached 
as additional background.   
 
There are a range of steps that could be taken by the City Council to take advantage of the 
benefits that strategic planning processes offer.  The City Council may choose to: 
 

1. Undertake a major strategic planning initiative; 
2. Incorporate some or all of the modifications mentioned above including a review and 

update of Council goals, or; 
3. Continue on the current path for now.  

 
The City’s Comprehensive Plan will undergo a major update in 2014 which may be the time for 
a more comprehensive update.   
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The purpose of the City Council Goals 
is to articulate key policy and service priorities 
for Kirkland.  Council goals guide the alloca-
tion of resources through the budget and capital 
improvement program to assure that organiza-
tional work plans and projects are developed that 
incrementally move the community towards the 
stated goals.  Council goals are long term in na-
ture.  The City’s ability to make progress towards 
their achievement is based on the availability of 
resources at any given time.  Implicit in the alloca-
tion of resources is the need to balance levels 
of taxation and community impacts with service 
demands and the achievement of goals.

In addition to the Council goal statements, 
there are operational values that guide how  
the City organization works toward goal  
achievement:

•	 Regional Partnerships – Kirkland encour-
ages and participates in regional approaches 
to service delivery to the extent that a 
regional	model	produces	efficiencies	and	
cost savings, improves customer service and 
furthers Kirkland’s interests beyond our 
boundaries.

•	 Efficiency – Kirkland is committed to 
providing	public	services	in	the	most	efficient	
manner possible and maximizing the public’s 
return on their investment.   We believe that a 
culture of continuous improvement is funda-
mental to our responsibility as good stewards 
of public funds.

•	 Accountability – The City of Kirkland 
is accountable to the community for the 
achievement of goals.  To that end, meaningful 
performance measures will be developed for 
each goal area to track our progress toward 
the stated goals.  Performance measures will 
be both quantitative and qualitative with a 
focus on outcomes.  The City will continue 
to conduct a statistically valid citizen survey 
every two years to gather qualitative data 
about the citizen’s level of satisfaction.  An 
annual Performance Measure Report will 
be prepared for the public to report on our 
progress.  

•	 Community – The City of Kirkland is one 
community composed of multiple neighbor-
hoods.  Achievement of Council goals will 
be respectful of neighborhood identity while 
supporting the needs and values of the com-
munity as a whole.

The City Council Goals are dynamic.  
They should be reviewed on an annual basis and 
updated	or	amended	as	needed	to	reflect	citizen	
input as well as changes in the external environ-
ment and community demographics.

CITY OF KIRKLAND
CITY COUNCIL GOALS

(Updated September 2009)

NeIGhbORhOODS 
The citizens of Kirkland experience a high 
quality of life in their neighborhoods.

Council Goal:   Achieve active  
neighborhood participation and 
a high degree of satisfaction with 
neighborhood character, services  
and infrastructure.

PUbLIC SAFeTY 
Ensure that all those who live, work and play 
in Kirkland are safe.

Council Goal:   Provide for public 
safety through a community-based 
approach that focuses on prevention 
of problems and a timely response. 

hUmAN SeRvICeS 
Kirkland is a diverse and inclusive community 
that respects and welcomes everyone and is 
concerned for the welfare of all.

Council Goal:   To support a  
coordinated system of human  
services designed to meet the  
special needs of our community  
and remove barriers to opportunity.

bALANCeD TRANSPORTATION 
Kirkland values an integrated multi-modal 
system of transportation choices.

Council Goal:   To reduce reliance on 
single occupancy vehicles.

PARKS, OPeN SPACeS AND  
ReCReATIONAL SeRvICeS 
Kirkland values an exceptional park, natural 
areas and recreation system that provides a 
wide variety of opportunities aimed at  
promoting the community’s health and  
enjoyment.

Council Goal:   To provide and main-
tain natural areas and recreational 
facilities and opportunities that 
enhance the health and well being of 
the community. 

DIveRSe hOUSING 
The City’s housing stock meets the needs of a 
diverse community by providing a wide range 
of types, styles, sizes and affordability.

Goal:   To ensure the construction 
and preservation of housing stock 
that meet a diverse range of incomes 
and needs.

FINANCIAL STAbILITY 
Citizens of Kirkland enjoy high quality services 
that meet the community’s priorities.

Council Goal:   Provide a sustainable 
level of core services that are funded 
from predictable revenue. 

eNvIRONmeNT
We are committed to the protection of the 
natural environment through an integrated 
natural resource management system.

Council Goal:   To protect our natural  
environment for current residents 
and future generations.

eCONOmIC DeveLOPmeNT 
Kirkland has a diverse, business-friendly econ-
omy that supports the community’s needs. 

Council Goal:   To attract, retain and 
grow a diverse and stable economic 
base that supports city revenues, 
needed goods and services and jobs 
for residents.

DePeNDAbLe INFRASTRUCTURe 
Kirkland has a well-maintained and sustain-
able infrastructure that meets the functional 
needs of the community.

Council Goal:   To maintain levels of 
service commensurate with growing  
community requirements at  
optimum life-cycle costs.

Attachment A
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ATTACHMENT B 

Adopted Strategic and Action Plans 
 

Plan Update Cycle Last Update 
Land Use   
Comprehensive Plan* Comprehensive:  10 years 

PAR’s: 2 years 
City-Initiated Minor amendments and 
Neighborhood Plans: Annual 

2010 

Shoreline Master Program* 7 years 2010 
Downtown Strategic Plan As needed 2007 
Totem Lake Action Plan As needed 2010 
Housing Strategy Plan 5 years 2007 
Infrastructure   
Capital Improvement Plan Comprehensive:  2 years 

Minor amendments: Annual 
2010 

Comprehensive Parks, Open 
Space and Recreation Plan* 

6 years 2010 

Comprehensive Water Plan* 6 years 2007 
Surface Water Master Plan* 6 years 2005 
Comprehensive Sewer Master 
Plan* 

6 years 2010 

Active Transportation Plan As needed 2009 
Commute Trip Reduction 
Plan* 

As needed to stay compliant with State 
law 

2007 

Transportation Improvement 
Plan* 

Annual 2010 

Public Safety   
Comprehensive Emergency 
Management Plan* 

4 years 2011 

Fire and Emergency Medical 
Services 

As needed 2000 

Police Services 5 years 2004 
Environmental   
Natural Resource 
Management Plan 

As needed 2003 

Tree Management As needed  
Climate Protection Action Plan 3 years 2009 
Other   
Information Technology As needed 2006 
Arts, Culture and Heritage 
Master Plan 

As needed 2009 

Tourism Action Plan As needed 2009 
*Required by law, regulation or as a condition of funding eligibility 
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Goals and Values Work plan Item Budget Decisions

Neighborhoods - Achieve active neighborhood participation and a 

high degree of satisfaction with neighborhood character, services 

Annexation Restoration of neighborhood matching grants

BNSF Corridor Purchase Maintenance of neighborhood resource officer

SKP&R Transit Oriented Development Maintenance of graffiti removal staff

85th Street Corridor Project Annexation budget

Public Safety  -- Provide for public safety through a community-

based approach that focuses on prevention of problems and timely 

response

Annexation Transport fee

Public Safety Building Maintenance of neighborhood resource officer

Legislative involvement Liquor profits public safety reserve

Resolution of bargaining union contracts Municipal Court security

Portable radio replacements

Fire personal protective equipment

Maintenance of graffiti removal staff

Human Services - To support a coordinated system of human 

services designed to meet the special needs of our community and 

remove barriers to opportunity.

Legislative involvement Maintenance of human services funding

SKP&R Transit Oriented Development Maintenance of ARCH contribution

Balanced Transportation -- To reduce reliance on single occupancy 

vehicles.

Legislative involvement

BNSF Corridor Purchase

SKP&R Transit Oriented Development

85th Street Corridor Project

Parks, Open Spaces and Recreational Services -- To provide and 

maintain natural areas and recreational facilities and opportunities 

Legislative involvement

Revitalize Totem Lake Business District

BNSF Corridor Purchase

Diverse Housing -- To ensure the construction and preservation of 

housing stock that meet a diverse range of  incomes and needs.

Legislative involvement Maintenance of ARCH contribution

SKP&R Transit Oriented Development

Financial Stability -- Provide a sustainable level of core services 

that are funded from predictable revenue.

Legislative involvement Medical self-insurance

Revitalize Totem Lake Business District Liquor profits public safety reserve

Park Place Development Agreement Reserve replenishment

Explore New Revenue Options Budget task force support

Budget process review Reduction of $6 million in operating costs and 16.13 

FTES's

Resolution of bargaining union contracts

Partnerships with employees

Environment -- To protect our natural environment for current 

residents and future generations.

Legislative involvement

BNSF Corridor Purchase

SKP&R Transit Oriented Development

Economic Development -- To attract, retain and grow a diverse 

and stable economic base that supports city revenues, needed 

goods and services and jobs for residents.

Legislative involvement Maintenance of development review staff for Park 

Place permit review

Revitalize Totem lake Business District

Park Place Development Agreement

SKP&R Transit Oriented Development

85th Street Corridor Project

Dependable Infrastructure -- To maintain levels of service 

commensurate with growing community requirements at optimum 

Legislative involvement Solid waste street maintenance surcharge

Public Safety Building

85th Street Corridor Project

Regional Partnerships BNSF Corridor Purchase Maintenance of ARCH contribution

Annexation

Efficiency Budget process review Medical self-insurance

Resolution of bargaining union contracts Budget task force support

Partnerships with employees

Accountability Budget process review Medical self-insurance

Partnerships with employees Community survey

Budget task force support

Community Budget process review Community survey

Comparison of Goals and Values to Work plan Items and Budget Decisions
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CITY OF KIRKLAND 
City Manager's Office 
123 Fifth Avenue, Kirkland, WA  98033  425.587.3001 
www.ci.kirkland.wa.us 

 
 
MEMORANDUM 
 
To: City Council 
 
From: Kurt Triplett, City Manager 
 
Date: January 24, 2011 
 
Subject: RESOLUTION ADOPTING THE 2011 CITY WORK PROGRAM 
 
 
RECOMMENDATION:   
 
City Council reviews and adopts a Resolution adopting the 2011 City Work Program 
 
BACKGROUND DISCUSSION:   
 
At the January 18 study session the Council received a presentation about establishing a 2011 
City Work Program consisting of key initiatives of major cross-departmental efforts with 
significant financial resources. The Council provided direction to the City Manager to propose a 
Resolution adopting a Work Program at a February Council meeting. As a result of Council 
input, the proposed Work Program has additional specificity around what should be achieved in 
2011 and some of the administrative items from the presentation have been dropped.   The 
attached Resolution contains a series of “WHEREAS” statements that outline the definition and 
purpose of the Work Program and also three sections. 
 
Section 1 states that the adopted 2011 City Work Program shall consist of the following twelve 
initiatives: 
 

1. Successfully annexing the neighborhoods of Juanita, Finn Hill and Kingsgate; 
2. Actively engaging both the City Council and City staff in the 2011 State Legislative 

Session to achieve Kirkland’s adopted legislative agenda; 
3. Revitalizing the Totem Lake Business District through implementation of the Totem Lake 

Action Plan; 
4. Completing a Development Agreement and facilitating the permit process for Park Place 

redevelopment; 
5. Completing design and permitting of the Public Safety Building and initiating 

construction bidding; 
6. Completing due diligence and potential purchase of the Burlington Northern Santa Fe 

Eastside Rail Corridor within Kirkland; 
7. Developing zoning regulations to support Transit Oriented Development at the South 

Kirkland Park and Ride that reflect community input and values; 
8. Completing property acquisition and Phase I utility undergrounding of the 85th Street 

Corridor Project; 

Council Meeting:  02/01/2011 
Agenda:  Unfinished Business 
Item #:   10. b.
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9. Exploring new revenue options authorized by the State Legislature or requiring voter 
approval; 

10. Researching and evaluating the evolution of Kirkland’s budget development and 
adoption process to ensure an engaged public and desired Council outcomes for the  
2014-2014 Budget; 

11. Successfully resolving each of the five Collective Bargaining Agreements scheduled for 
negotiation in 2011; 

12. Developing partnership initiatives with employees to achieve sustainability of wages and 
benefits. 

 
Section 2 states that the City Manager is hereby authorized and directed to develop 
implementation steps and benchmarks for each element of the 2011 City Work Program, 
prioritize resources and efforts to achieve those benchmarks, and periodically update the 
Council regarding progress on these efforts.  
 
Section 3 states that a copy of this resolution shall be distributed to the Planning Commission, 
Parks Board, Transportation Commission, Design Review Board, Neighborhood Associations, the 
Chamber of Commerce and Houghton Community Council. 
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RESOLUTION R-4864 
 
 
 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF KIRKLAND 
ADOPTING THE 2011 CITY WORK PROGRAM. 
 
 WHEREAS, the City Council desires to retain a high quality of 
life in Kirkland, spur job growth and economic development, and 
provide efficient, cost-effective City services to an informed and 
engaged public; and  
 
 WHEREAS, to help achieve these goals, the City Council 
supports adoption of a 2011 City Work Program to publicly identify the 
priority focus of the City of Kirkland’s staff and resources and enable 
the public to measure the City’s success in accomplishing its major 
policy and administrative goals; and   
 
 WHEREAS, the 2011 Work Program is a list of high priority 
major cross-departmental efforts involving significant financial 
committment that are designed to maintain public safety and quality of 
life in Kirkland, as well as an effective and efficient City government; 
and  
 
 WHEREAS, when new issues require substantial staff resources 
and City Council review, the adopted 2011 Work Program shall be used 
to proactively determine whether emerging items can be 
accommodated, deferred, or if the Work Program must be 
reprioritized; 
 
 NOW, THEREFORE, be it resolved by the City Council of the 
City of Kirkland as follows: 
 
 Section 1.  The 2011 City Work Program consisting of the 
following initiatives is adopted: 

1. Successfully annexing the neighborhoods of Juanita, 
Finn Hill and Kingsgate; 
2. Actively engaging both the City Council and City staff in 
the 2011 State Legislative Session to achieve Kirkland’s 
adopted legislative agenda; 
3. Revitalizing the Totem Lake Business District through 
implementation of the Totem Lake Action Plan; 
4. Completing a Development Agreement and facilitating 
the permit process for Park Place redevelopment; 
5. Completing design and permitting of the Public Safety 
Building and initiating construction bidding; 
6. Completing due diligence and potential purchase of the 
Burlington Northern Sante Fe Eastside Rail Corridor within 
Kirkland; 

Council Meeting:  02/01/2011 
Agenda:  Unfinished Business 
Item #:   10. b.
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R-4864 

 
- 2 - 

 

7. Developing zoning regulations to support Transit 
Oriented Development at the South Kirkland Park and Ride that 
reflect community input and values; 
8. Completing property acquisition and Phase I utility 
undergrounding of the 85th Street Corridor Project; 
9. Exploring new revenue options authorized by the State 
Legislature or requiring voter approval; 
10. Researching and evaluating the evolution of Kirkland’s 
budget development and adoption process to ensure an 
engaged public and desired Council outcomes for the 2013-
2014 Budget; 
11. Successfully resolving each of the five Collective 
Bargaining Agreements scheduled for negotiation in 2011; 
12. Developing partnership initiatives with employees to 
achieve sustainability of wages and benefits. 

 
 Section 2.  The City Manager is hereby authorized and directed 
to develop implementation steps and benchmarks for each initiative in 
the 2011 City Work Program, prioritize resources and efforts to achieve 
those benchmarks, and periodically update the City Council regarding 
progress on these efforts.  
 
 Section 3.  A copy of this Resolution shall be distributed to the 
Planning Commission, Parks Board, Transportation Commission, Design 
Review Board, Neighborhood Associations, the Chamber of Commerce 
and Houghton Community Council. 
 
 Passed by majority vote of the Kirkland City Council in open 
meeting this 1st day of February, 2011. 
 
 Signed in authentication thereof this 1st day of February, 2011.  
 
 
 
    ____________________________ 
    MAYOR 
 
Attest: 
 
 
______________________ 
City Clerk 
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ATTACHMENT E 
 

ECONOMIC DEVELOPEMENT 
 
Strength  Council support – has Council’s attention 
  Teamwork (Totem Lake Mall) 
                                    Zoning starting to change to support economic development (e.g. NE 85th 

corridor) 
 
Weaknesses We’re still not sure what we want to be when we grow up 
                                    Picky – we may be too selective in businesses we are trying to attract 
                                    Lack of funding 
                                    Training of staff (other than Ellen) 
                                    No coherent plan 
                                    Zoned commercial area is limited     
 
Opportunities Strong technology sector 
                                    Attractiveness of Kirkland 
                                    Unique niche 
                                    Demographics 
                                    Attract upscale companies 
                                    405 improvements 
                                    New Microsoft employees coming  
 
Threats                         Perception of parking problem downtown 
                                    Neighborhoods versus  business interests 
                                    Bellevue (aggressive neighboring cities) 
                                    Land availability   
                                    Land values  
                                    Transportation system 
                                    Affordability to live here – limited labor pool due to cost of living 
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NEIGHBORHOODS 

 
Strengths Neighborhood Program – Kari Page 
                                    Neighborhoods are recognized in Comp. Plan 
                                    Neighborhood Connections 
                                    Neighborhood Services Team  
                                    Neighborhood Council Meetings (because they attract larger audience) 
                                    Neighborhood U 
                                    List-serv works well as communication device 
 
Weaknesses Neighborhood Associations may not represent everyone in the 

neighborhood (but that’s who we communicate with)  
 
Opportunities Neighborhoods are very engaged 
                                    Woodlands Park Project (shows a different kind of engagement) 
                                    Breeding ground for community leaders 
                                    Neighborhood Associations could be made more effective & then would  
                                    be better venue for communication 
                                    Good organization mode for disaster preparedness 
 
Threats NIMBY 
                                    Lack of unified neighborhood voice (13 Neighborhoods is sometimes like 

having 13 cities  
                                    HCC as competing interest 
                                    Limited Neighborhood Association involvement (# of people that attend 

meetings) 
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HOUSING 
 
Strengths Good housing stock 
                                    Affordable housing incentives – more bonuses 
                                    ARCH 
                                    Staff willing & able to work with programs 
                                    Council engaged 
 
Weaknesses Lack of funding (subsidized housing) 
                                    Need more staff to dedicate to housing 
 
Opportunities Innovative housing 
                                    Mixed use development 
                                    Affordable housing – more different people could live & work in Kirkland 
                                    Diversity 
                                    Annexation – (ability to subdivide) 
 
Threats                        Don’t have a transportation system that links jobs to housing 
                                   Affordability  
                                   Rising property values 
                                   NIMBY 
                                   Not all citizens are engaged or accept problem 
                                   Fear of density 
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ENVIRONMENTAL STEWARDSHIP 

 
Strengths Fleet purchases (hybrids and electric vehicles) 
                                    Recycling program 
                                    Council support 
                                    Green space in Kirkland  
                                    Good environmental policies 
                                    Natural Resources Management Team 
                                    Green Kirkland 
                                    Every dept. is focusing on  
 Open space acquisition 
 
Weaknesses Resources to maintain sustainable forest 
                                    Dispersed approach to environmental policy 
 
Opportunities King Conservation District funding 
                                    Community values (support) 
                                    Kyoto Protocols endorsement 
                                    Green buildings/roofs 
                                    Alternative fuels 
                                    CLC partnerships 
                                    Engaged public through education & participation 
                                    Youth employment program funding 
 
Threats                        Global warming 
                                   Initiative 933 – property rights initiative 
                                   Invasive plants    
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LONG RANGE PLANNING 

 
Strengths Individual strategic plans (some depts.)  
                                    Biennial budget 
                                    Public involvement 
                                    Community conversations 
                                    Internal skills to do planning 
 
Weaknesses Don’t have city-wide strategic plan 
                                    Difficulty sustaining vision when people change (staff, council, 

stakeholders) 
                                    Can’t afford to fund strategic plans 
                                    Time to plan 
                                    Long time to make decisions 
                                    Length of time to do plans 
                                    Annexation potentially impacts future (hard to plan with that uncertainty) 
 
Opportunities Long range financial plan to address operating and capital needs 
                                    Comprehensive update of vision statement 
                                    Use of outside consultants (brings different perspective and credibility) 
 
Threats                         Pace of change 
                                    Eymanization of government 
                                    Taxpayer fatigue 
                                    Lack of guiding principles (doing what’s in the community’s best interest 

vs. reacting to the voice of public) 
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COMMUNITY INVOLVEMENT 

 
Strengths Strong organizational value of involvement 
                                    Council cares about involving the community 
                                    Enthusiasm around involvement 
                                    Technology available for communications 
 
Weaknesses Seldom fund dollar or provide time to do community involvement as a 

regular part of project planning 
                                    Don’t know when to say no (need to manage expectations) 
                                    No public information officer (staff) 
                                    Don’t know when to stop getting input (react to squeaky wheel) 
                                    We reward late-comers 
 
Opportunities Use technology more 
                                    New position 
                                    Increase staff training & resources 
                                    Public process policy & Council buy-in to roles 
 
Threats                         Squeaky wheels 
                                    Bowling alone (less & less involvement by people in general) 
                                    Get same people (usual suspects) 
                                    NIMBY 
                                    Late-comers to the process  
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ANNEXATION 

 
Strengths Experience (we’ve done it before) 
 City staff is problem solvers 
  
Weaknesses Staffing levels to plan for annexation 
                                    Long Term Funding 
                                    Facilities (especially Public Safety Building) 
                                     
Opportunities Support of PAA residents (per survey) 
 Untapped community involvement potential 
 Larger City can lead to greater regional influence 
 King County funding 
 
Threats                         Legislative actions that eliminate funding 
 Possible lack of support at 60% level  
 Unknown level of support in Kirkland community 
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    PUBLIC SAFETY 

 
Strengths Acknowledge importance of Labor Relations in providing services 
                                    Staff has good equipment to work with 
 Public Safety Departments get along with each other 
                                    Good personnel 
                                    Professional staff 
                                    Council supports public safety 
                                    Kirkland is an organization that people want to be a part of (so we can 

attract recruits) 
                                    Accreditation of  Police Department 
                                    Improving labor relations 
 
Weaknesses Staffing levels 
                                    Don’t meet our own standards 
                                    Funding 
                                    Public Safety Building 
                                    Lack of uncommitted officer time 
                                    Disaster preparedness 
 
Opportunities Community feels safe 
                                    NORCOM 
                                    Focus on disaster awareness 
                                    CERT 
                                    Regional partnerships 
                                    Public sees Public Safety as important service  
 
Threats                         Limited pool of qualified candidates (police) 
                                    Mandatory Arbitration leads to higher cost of personnel 
                                    Meth 
                                    Gang activity 
                                    ID thefts – Electronic accessibility to IDs 
                                    Internet crime 
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TRANSPORTATION 
 
Strengths NTCP 
                                    Transportation Commission 
                                    Quality of streets (condition) 
                                    Increasing alternative transportation modes 
                                    Mary-Alyce on Sound Transit Board  
                                    Quality staff    
 
Weaknesses Lack of funding 
                                    Potential concurrency failures 
 
Opportunities ITMS (Intelligent Transportation Management System) 
                                    Larry Springer 
                                    Lobbyists 
                                    Sound Transit 
                                    More mixed-use development 
                                    Price of gas 
                                    Alternative fuels 
 
Threats                        Disconnect between public wants vs. willingness to pay 
                                   Regional topography 
                                   Lack of regional leadership 
                                   Lack of good regional transit system 
                                   Taxpayer fatigue 
 Initiatives  
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HUMAN SERVICES 
 
Strengths  Human Services Advisory Board 
 Support for human services is a strongly-held value 
 Council support 
 Dedicated staff 
 Youth and Senior Councils 
 Per capita commitment 
 
Weaknesses Limited staffing overseeing 
 Limited Funding 
 
Opportunities Tent City 
 Regional Human Service Forum participation 
 Kirkland is considered a regional leader in Human Services 
 
Threats Decreased federal funds (CDBG) 
 Donor fatigue (disaster relief) 
 Fear of Tent City 
 Changing demographics (greater diversity in populations served) 
 Number of competing demands 
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CITY OF KIRKLAND 
City Manager's Office 
123 Fifth Avenue, Kirkland, WA  98033  425.587.3001 
www.ci.kirkland.wa.us 

 
 
MEMORANDUM 
 
To: Kurt Triplett, City Manager 
 
From: Erin Leonhart, Intergovernmental Relations Manager 
 Marilynne Beard, Assistant City Manager 
 
Date: September 17, 2010 
 
Subject: Performance Measures for Council Goals – Council Retreat Follow Up 
 
 
The City Council began a goal-setting process at its 2009 Council Retreat.  Between March and 
September 2009, the Council refined the value and goal statements.  The final statements were 
adopted in September 2009.  Since that time, performance measures related to the goals were 
developed by staff for City Council review and, during the 2010 City Council Retreat, the Council 
discussed proposed performance measures related to the adopted City Council Goals.   
 
Many of the performance measures were referred to related Commissions, Boards, Council 
Committees and one staff committee.  This report includes feedback and suggested revisions to 
the performance measures from those bodies as well as from the City Council during the 
retreat.  Data not provided in this report will be provided after final approval of the measures. 
 
I. Neighborhoods  
Neighborhood measures were not referred to another group; however, the Council suggested 
the revisions reflected below during the Council retreat. 

 
Value Statement:  The citizens of Kirkland experience a high quality of life in their 
neighborhoods.   
Goal:  Achieve active neighborhood participation and a high degree of satisfaction with 
neighborhood character, services and infrastructure. 
 
Performance Measures: 

MEASURE 2007 2008 2009 2010 GOAL 
Residents surveyed are satisfied with 
neighborhood growth & character 

 41%  54% 90% 

Residents surveyed rate neighborhood 
infrastructure & maintenance as good or 
excellent 

 *  * 90% 

Participation in neighborhood connections 
process programs 

     

          *Not included in survey 

ATTACHMENT F

E-Page 25



II. Public Safety  
Public Safety measures were not referred to another group; however, the Council suggested the 
revisions reflected below during the Council retreat. 
 

Value Statement: Ensure that all those who live, work and play in Kirkland are safe. 
Goal: Provide for public safety through a community-based approach that focuses on 
prevention of problems and a timely response.  
 
Performance Measures: 

MEASURE 2007 2008 2009 2010 GOAL 
Residents surveyed feel safe walking in their 
neighborhood after dark 

 79%  78% 80% 
 

Residents surveyed feel safe walking in their 
neighborhood during the day 

 98%  98% 90% 

Fires are contained to the room of origin 41% 80% 80%  60% 
80% 

Residents surveyed are prepared for a three day 
emergency 

 69%  70% 90% 

Residents surveyed have working smoke detectors 
in their residence 

 *  93% 100% 

          *Not included in survey  
III. Human Services  
Human Services measures were referred to the Human Services Commission for review.  The 
Commission’s suggestions are reflected in the table below.   
 

Value Statement: Kirkland is a diverse and inclusive community that respects and 
welcomes everyone and is concerned for the welfare of all.  
Goal: To support a coordinated system of human services designed to meet the special 
needs of our community and remove barriers to opportunity. 
 
Performance Measures: 
MEASURE 2007 2008 2009 2010 GOAL 
Number of unsheltered 
homeless people in East King 
County as determined in the 
annual “One Night Count” 

2159 
128 

2631 
153 

(20% 
increase)

2827 
158 
(3% 

increase) 

2759 
141 

(11% 
decrease) 

Annual 
decrease 

Percentage of funded agencies 
that meet or exceed human 
services contract goals 

 94%  94% 90% 
100% 

    
IV. Balanced Transportation  
Balanced Transportation measures were referred to the Transportation Commission for review.  
The Commission’s suggestions are reflected in the table below. 
 

 
Value Statement:  Kirkland values an integrated multi-modal system of transportation 
choices.   
Goal:  To reduce reliance on single occupancy vehicles. 
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Performance Measures: 
MEASURE 2007 2008 2009 2010 GOAL 
Numbers of bicycles and pedestrians as 
measured by annual count program 
(Bicyclist/Pedestrian) 

 176/398 128/480  10% over 
2008 levels 

by 2015 
Annual feet Percentage completion of 
sidewalk construction on at least one 
side of school walk route on collectors 
and arterials 

    Complete 
all by 2019 

Number Rate of auto crashes accidents 
involving bikes or pedestrians 
(Bicyclist/Pedestrian) 

14/21 12/15 8/13 0/2 Annual 
decrease 

Downward 
trend 

Metro/Sound Transit Ridership     Upward 
trend 

Automobiles per household     Downward 
trend 

 
V. Parks, Open Spaces and Recreational Services  
Parks, Open Spaces and Recreational Services measures were referred to the Park Board for 
review.  The Board proposed no revisions. 
 

Value Statement: Kirkland values an exceptional park, natural areas and recreation 
system that provides a wide variety of opportunities aimed at promoting the community’s 
health and enjoyment. 
Goal:  To provide and maintain natural areas and recreational facilities and opportunities 
that enhance the health and well being of the community.  
 
Performance Measures: 

MEASURE 2007 2008 2009 2010 GOAL 
Neighborhood parks within ¼ mile radius of 
residents 

72% 72% 76% 76% 100% 

Amount of acreage of natural areas in 
restoration 

10.64 17.14 22.94 27.09 372 acres 
by 2028 

Residents surveyed rate City parks as good or 
excellent 

 87%  83% 95% 

Recreation program class subscription rate 73% 75% 76%  80% 
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VI. Diverse Housing  
Diverse Housing measures were referred to the Housing Subcommittee for review.  The 
Subcommittee’s suggestions are reflected in the table below.  There was also interest in adding 
a measure related to variety of housing types; however, staff recommends that information be 
captured through other methods/reports.  
 

Value Statement:  The City's housing stock meets the needs of a diverse community by 
providing a wide range of types, styles, size and affordability. 
Goal:  To ensure the construction and preservation of housing stock that meets a diverse 
range of incomes and needs. 
 
Performance Measures: 

MEASURE 2007 2008 2009 2010 GOAL 
Percent increase of new New/preserved 
housing that is affordable to those earning 
80% or less of King County median 
income:  A- Annual Number, B- Annual 
Percentage 

    A: ## 
B:  41% 

Number of affordable units brought on 
line each year 

     

Percent of new housing that is affordable 
to those earning 80%-120% of King 
County median income 

     

 
VII. Financial Stability  
Financial Stability measures were referred to the Finance Committee for review.  The 
Committee’s suggestions are reflected in the table below.   

Value Statement:  Citizens of Kirkland enjoy high quality services that meet the 
community's priorities.  
Goal:  Provide a sustainable level of core services that are funded from predictable 
revenue.  
 
Performance Measures: 

MEASURE 2007 2008 2009 2010 GOAL 
Maintain AAA credit rating (according to 
Standard & Poor’s) 

AA AAA AAA AAA 100% 

Minimum balance in General Purpose 
contingency reserves as a percent of target 

87% 85% 46%* N/A 80% 

Investment in surveyed functions public 
service areas rated as highly important in 
community survey 

N/A 94% N/A 93% 90% 

*NOTE:  14% of the decrease is due to the $4.9 million increase in the targets based on the 09-10 
Budget and 09-14 CIP. 
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VIII. Environment 
Environmental measures were referred to the Green Team for review.  The Green Team’s 
recommendations are reflected in the table below. 

Value Statement: We are committed to the protection of the natural environment through 
an integrated natural resource management system. 
Goal:  To protect our natural environment for current residents and future generations. 
 
Performance Measures: 

MEASURE 2007 2008 2009 2010 GOAL 
Total waste per capita entering the 
landfill in lbs/person/week 
(single- and multi-family residents) 

12.11 11.24 11.05 10.04* 14.2 
lbs/person/week 

by 2020 
Tree coverage (estimated at 32% in 
2003, Urban Tree Canopy project due to 
be completed by the end of 2010) 

    40% 

Reduction in greenhouse gas emissions  
(data for 2009 currently being collected 
and analyzed) 

    10% reduction 
of 2005 levels 

by 2012  
20% reduction 

from 2005 
levels by 2020  

80% below 
2007 levels by 

2050 
Surface water quality as measured by 
the benthic index of biotic integrity 

    Increasing trend

          *Through April 2010 
IX. Economic Development  
Economic Development measures were referred to the Economic Development Committee for 
review.  The Committee’s recommendations are reflected in the goal statement as well as the 
table below. 

Value Statement: Kirkland has a diverse, business-friendly economy that supports the 
community’s needs.  
Goal: To attract, retain and grow a diverse and stable economic base that supports city 
revenues, provides needed goods and services and creates jobs for residents. 
 
Performance Measures: 

MEASURE 2007 2008 2009 2010 GOAL 
Businesses surveyed are satisfied with 
Kirkland as a place to do business 

    50% 

Residents surveyed are satisfied with 
availability of goods & services in 
Kirkland 

 *  76% 70% 

Visits to explorekirkland.com website 203,092 191,227 148,442**  Annual 
increase 

Annual net new businesses   606 109 
(as of 

March 4) 

Annual 
increase 

Annual business tax revenue     Annual 
increase 
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MEASURE 2007 2008 2009 2010 GOAL 
Annual net new jobs created     Annual 

increase 
        *Not included in survey  
         

X. Dependable Infrastructure  
Dependable Infrastructure measures were not referred to another group for review; however, 
the Transportation Commission reviewed them and did not have any suggested revisions. 
 

Value Statement:  Kirkland has a well-maintained and sustainable infrastructure that 
meets the functional needs of the community.    
Goal:  To maintain levels of service commensurate with growing community requirements 
at optimum life-cycle costs. 
 

Performance Measures: 
MEASURE 2007 2008 2009 2010 GOAL 
Pavement Condition Index for major & minor 
arterial streets 

59* 52 ** ** 70 

Pavement Condition Index for collectors and 
neighborhood streets 

73* 68 ** ** 65 

Residents surveyed are satisfied with 
maintenance of active transportation facilities 
(bike lanes, walking paths, sidewalks, etc.) 

 83%  84%*** 90% 

Number of annual water main failures caused by 
fatigue or age 

3 8 0   

*From 2004 PCI survey, however these numbers are a little skewed as they have information from 
overlays done in 2005, but doesn’t account for the degradation/decline on streets not resurfaced since 
the 2004 PCI survey. 
**Based on PCI survey done in 2008 
***Average of Walking Paths, Bike Lanes & Sidewalks 
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CITY OF KIRKLAND 
City Manager's Office 
123 Fifth Avenue, Kirkland, WA  98033  425.587.3001 
www.ci.kirkland.wa.us 

 
 
MEMORANDUM 
 
To: Dave Ramsay, City Manager 
 
From: Marilynne Beard, Assistant City Manager 
 Erin Leonhart, Intergovernmental Relations Manager 
 Tammy McCorkle, Budget Analyst 
 
Date: February 16, 2010 
 
Subject: CITY COUNCIL GOALS AND PERFORMANCE MEASURES 
 
A portion of the City Council’s annual retreat is devoted to reviewing the ten adopted Council 
goal areas and related performance measures. The following memo provides background on the 
process used for developing the goals and measures and recommendations regarding the 
integration of the goals statements with the upcoming budget process. 
 
Council Goal Process 
 
The City Council began the current goal-setting process at the 2009 Retreat in March.  Between 
March and September, the Council refined the value and goals statements.  The final 
statements were adopted in September 2009.  At that meeting, the City Council also reviewed a 
format for integrating the current performance reporting document with the new goal areas.  
Council agreed with the recommended format.  Actual performance measures were to be 
refined by staff and presented to Council later.  The Council Goals Statements were formatted 
for publication and posted to the City’s website.  A short vision statement was also developed 
that captured the themes discussed in the Comprehensive Plan vision statement.  A copy of the 
formatted goal statements is included as Attachment A.  
 
Performance Measures 
 
A key element to the performance measures was the completion of the 2010 community survey 
that would contain some of the data needed for the measures.  In previous staff reports, 
background on performance measures was provided to focus Council’s discussion and staff’s 
work to develop appropriate measures.  The following excerpt provides a conceptual framework 
for performance measurement efforts. 
 
 
Goal Setting Process and Performance Measures 
 
The following information was taken from the Government Finance Officers Association booklet, 
“An Elected Officials Guide to Performance Measurement.”   
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• A “goal” can be defined as a broad statement of purpose or direction based on 
community needs.  Goals are developed for the various program areas.  Kirkland’s City 
Council has identified ten program areas for the focus of their goal setting exercise.   
 

• Objectives are more specific forms of goals and reflect work items that are “stepping 
stones” along the way to achieving goals.  Objectives should be “SMART”:  Specific, 
Measurable, Achievable/Attainable, Relevant and Time-based.  For example, “Reduce 
greenhouse gas emissions to 20% below 2005 levels by 2020.”     
 

• Performance measures are indicators of how well the organization is meeting its 
objectives and overall goals.  The flow chart below shows the relationship between 
goals, objectives, inputs and outcomes (“An Elected Official’s Guide to Performance 
Measurement, Government Finance Officers Association, 2000, p. 19).  
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
 
 
 
 
  

Public safety program purpose: 
To improve and maintain public 

order Program inputs: 
1.  Salaries/Labor 

2. Equipment 

3. Supplies 
Program goal: 

To reduce violent crime by 10 
percent in two years 

Program objective: 
To reduce violent crime by 5 

percent during the first year by   
(1) increasing foot patrols in heavy 

crime areas by 10 percent and     
(2) increasing vehicle patrols 

during “peak” hours by 10 percent. 

Program outcomes: 
Percent decrease in violent crime 

Percent increase in arrests 
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There are various types of performance measures that are described by professionals in the 
field.  For the purposes of this discussion, four types of performance measures are defined 
below: 
 
Inputs – The amount of resources dedicated to a program (e.g.  budget, employees or 
equipment). 
 
Outputs – The quantity of services or products provided (e.g. number of building permits 
processed, miles of streets overlaid, number of calls for service). 
 
Efficiency – The relationship between inputs to outputs that provides a measure of 
productivity (e.g. cost per mile of streets swept, percent of permits processed within 24 hours, 
cost per call for service).  
 
Outcomes – The results generated by the inputs.  Outcome indicators measure whether the 
City is moving closer to its program goals (e.g. citizen perception of safety, incidence of crimes, 
average fire loss per capita). 
 
The City’s performance measure publication (now incorporated within the City’s budget 
document) integrates these types of measures.  For example, an existing public safety goal 
statement calls for the community to be safe and for citizens to feel safe.  To that end, the 
Police Department delivers programs to prevent and respond to crimes so that the City is safe 
so that citizens feel safe.  The Police Services performance measure chart includes input 
measures (sworn FTE’s per 1,000 population), output measures (calls for service per shift, 
criminal citations, collisions with enforcement), efficiency measures (total arrests per 1,000 
population) and outcome measures (citizen rating of safety in their neighborhoods).  
Performance measure pages from the budget document are included as Attachment C to this 
memo.  The Council may want to use the format and narratives currently utilized in the budget 
document, but to use the revised goals statements and measures as identified in the current 
process.  The performance measure report would be expanded to encompass all of the goal 
areas identified by the City Council. 
 
Benchmarking is another concept associated with performance measures that is incorporated in 
the City’s current performance measurement document.  Benchmarks can include comparisons 
to past performance, comparisons to other cities and comparisons to industry standards or 
established targets.  The City’s performance measurement document includes benchmarks 
against past performance (four years of data) and targets established within adopted master 
plans (e.g. percent calls for fire service responded within the 5.5 minute goal).  Annual reports 
to Council on specific programs such as the annual recycling report also provide comparisons of 
Kirkland’s performance compared to other local jurisdictions for measures such as solid waste 
diversion rates. 
 
Performance measures should be easily understood and relevant to the stated goal.  Quality is 
better than quantity so focusing on a few key measures for each goal area is preferable to 
having many measures.  The cost of collecting and analyzing data should be evaluated against 
the usefulness of the data.  For instance, the number of infractions (non-criminal citations) 
written may have little bearing on the community being safe or feeling safe. 
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Once goals and measures are identified, staff can provide input to Council about the programs 
and services currently offered or that should be offered that help achieve the goals.  Some 
goals can be advanced with the programs, services and investments currently in place.  Others 
may require new resources or reprogrammed resources.  The biennial budget process is the 
mechanism that is used to allocate resources.  The goal statements and measures provide an 
overarching framework that informs resource allocation (budget) priorities.  
 
In keeping with the discussion held last year, staff is proposing performance measures that 
provide a variety of ways to measure progress against goals, include data that is available or 
that can be obtained and that focus on outcomes and efficiency.  As mentioned earlier, the 
community survey is one source of data for performance measurement.  During the most recent 
survey development process, the subcommittee worked with staff and the consultant to add 
survey questions specifically dealing with goal areas (e.g. emergency preparedness questions).  
However the survey does not completely align with the goal statement.  For instance: 
 

• Respondents are asked to rate a list of services in terms of their importance and how 
well they believe the City is performing in that area.  The quadrant analysis correlates 
importance to performance to determine if the City is doing a good job in the most 
important areas.  Additional data is provided by Finance to demonstrate the City’s 
relative investment in services compared to their importance to the community.  The 
issue here is that not all of the goal areas are addressed in the list of services 
(importance vs. performance).  A matrix comparing the goal areas with the survey 
results is included as Attachment B. 
 

• Some goal areas (e.g. financial stability) or over-arching principles (e.g. efficiency) are 
included in the survey, however, the answers are not recommended as performance 
measures.  Public perceptions of efficiency or financial management may be indicators 
of just that -- perceptions – and may not be reflective of the City’s overall fiscal integrity 
or its efficiency. 

 
For all performance measures, staff has recommended a target that is based on their 
professional judgment about levels of performance that are achievable and reflect a high level 
of service.  This information is provided as Attachment C.  For each performance measure, data 
from 2007 through 2010 is provided as well as the target.  Performance data is available on a 
variety of schedules.  The community survey and the budget, for example, have biennial cycles 
where the Pavement Condition Index is updated every three to four years. 
 
In September 2009, the City Council agreed to maintain the performance measure report 
format used in previous years.  The current goals and performance measures will be integrated 
into the annual performance measure report and published in the biennial budget document.  A 
sample of the format reflecting the value statement, goal and recommended performance 
measures is included in Attachment C.   
 
Summary and Council Direction Requested 
 
Developing City Council goal statements and performance measures has taken almost one year.  
As the organization begins development of the 2011-2012 budget, the goals will provide 
guidance regarding priorities.  The City Council retreat provides an opportunity to review the 
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goals to determine if they reflect the Council’s current priorities.   Council direction is requested 
on the following items: 
 

1. Do the Council Goal statements reflect the Council’s current priorities? 
 

2. Are the proposed performance measures acceptable? 
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The purpose of the City Council Goals 
is to articulate key policy and service priorities 
for Kirkland.  Council goals guide the alloca-
tion of resources through the budget and capital 
improvement program to assure that organiza-
tional work plans and projects are developed that 
incrementally move the community towards the 
stated goals.  Council goals are long term in na-
ture.  The City’s ability to make progress towards 
their achievement is based on the availability of 
resources at any given time.  Implicit in the alloca-
tion of resources is the need to balance levels 
of taxation and community impacts with service 
demands and the achievement of goals.

In addition to the Council goal statements, 
there are operational values that guide how  
the City organization works toward goal  
achievement:

•	 Regional Partnerships – Kirkland encour-
ages and participates in regional approaches 
to service delivery to the extent that a 
regional	model	produces	efficiencies	and	
cost savings, improves customer service and 
furthers Kirkland’s interests beyond our 
boundaries.

•	 Efficiency – Kirkland is committed to 
providing	public	services	in	the	most	efficient	
manner possible and maximizing the public’s 
return on their investment.   We believe that a 
culture of continuous improvement is funda-
mental to our responsibility as good stewards 
of public funds.

•	 Accountability – The City of Kirkland 
is accountable to the community for the 
achievement of goals.  To that end, meaningful 
performance measures will be developed for 
each goal area to track our progress toward 
the stated goals.  Performance measures will 
be both quantitative and qualitative with a 
focus on outcomes.  The City will continue 
to conduct a statistically valid citizen survey 
every two years to gather qualitative data 
about the citizen’s level of satisfaction.  An 
annual Performance Measure Report will 
be prepared for the public to report on our 
progress.  

•	 Community – The City of Kirkland is one 
community composed of multiple neighbor-
hoods.  Achievement of Council goals will 
be respectful of neighborhood identity while 
supporting the needs and values of the com-
munity as a whole.

The City Council Goals are dynamic.  
They should be reviewed on an annual basis and 
updated	or	amended	as	needed	to	reflect	citizen	
input as well as changes in the external environ-
ment and community demographics.

CITY OF KIRKLAND
CITY COUNCIL GOALS

(Updated September 2009)

NeIGhbORhOODS 
The citizens of Kirkland experience a high 
quality of life in their neighborhoods.

Council Goal:   Achieve active  
neighborhood participation and 
a high degree of satisfaction with 
neighborhood character, services  
and infrastructure.

PUbLIC SAFeTY 
Ensure that all those who live, work and play 
in Kirkland are safe.

Council Goal:   Provide for public 
safety through a community-based 
approach that focuses on prevention 
of problems and a timely response. 

hUmAN SeRvICeS 
Kirkland is a diverse and inclusive community 
that respects and welcomes everyone and is 
concerned for the welfare of all.

Council Goal:   To support a  
coordinated system of human  
services designed to meet the  
special needs of our community  
and remove barriers to opportunity.

bALANCeD TRANSPORTATION 
Kirkland values an integrated multi-modal 
system of transportation choices.

Council Goal:   To reduce reliance on 
single occupancy vehicles.

PARKS, OPeN SPACeS AND  
ReCReATIONAL SeRvICeS 
Kirkland values an exceptional park, natural 
areas and recreation system that provides a 
wide variety of opportunities aimed at  
promoting the community’s health and  
enjoyment.

Council Goal:   To provide and main-
tain natural areas and recreational 
facilities and opportunities that 
enhance the health and well being of 
the community. 

DIveRSe hOUSING 
The City’s housing stock meets the needs of a 
diverse community by providing a wide range 
of types, styles, sizes and affordability.

Goal:   To ensure the construction 
and preservation of housing stock 
that meet a diverse range of incomes 
and needs.

FINANCIAL STAbILITY 
Citizens of Kirkland enjoy high quality services 
that meet the community’s priorities.

Council Goal:   Provide a sustainable 
level of core services that are funded 
from predictable revenue. 

eNvIRONmeNT
We are committed to the protection of the 
natural environment through an integrated 
natural resource management system.

Council Goal:   To protect our natural  
environment for current residents 
and future generations.

eCONOmIC DeveLOPmeNT 
Kirkland has a diverse, business-friendly econ-
omy that supports the community’s needs. 

Council Goal:   To attract, retain and 
grow a diverse and stable economic 
base that supports city revenues, 
needed goods and services and jobs 
for residents.

DePeNDAbLe INFRASTRUCTURe 
Kirkland has a well-maintained and sustain-
able infrastructure that meets the functional 
needs of the community.

Council Goal:   To maintain levels of 
service commensurate with growing  
community requirements at  
optimum life-cycle costs.
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Attachment B

Stars Imperatives Successes Lesser Priorities Other

High Importance/High 
Performance

High Importance/Low 
Performance

High 
Performance/Low 

Importance
Low Importance/Low 

Performance

Not Surveyed for 
Importance and/or 

Performance

NEIGHBORHOODS
Neighborhood Services √
Zoning √

PUBLIC SAFETY
Police √
Fire √
Emergency Medical  √
Emergency Preparedness √

HUMAN SERVICES √

BALANCED TRANSPORTATION

Traffic Flow √
Sidewalks √
Walking Paths √
Bike Lanes √

PARKS, OPEN SPACE AND RECREATION
Park Facilities √
Recreation Services √
Arts √

DIVERSE HOUSING √

FINANCIAL STABILITY √

ENVIRONMENT
Solid Waste and Recycling √
Environmental Programs √

ECONOMIC DEVELOPMENT
Business Assistance
Availability of Goods and Services √
Tourism/Special Events √

DEPENDABLE INFRASTRUCTURE
Street Maintenance √
Utility Services √

TOTAL INVESTMENT 91,500,000$              8,600,000$              4,500,000$             3,200,000$            

Goal Area/Item Surveyed

COMMUNITY SURVEY COMPARED TO CITY COUNCIL GOALS STATEMENTS
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ATTACHMENT C 

City Council Goals 
(Including Draft Performance Measures) 

 
I.  Neighborhoods  

 
Value Statement:  The citizens of Kirkland experience a high quality of life in their 
neighborhoods.   
 

Goal:  Achieve active neighborhood participation and a high degree of satisfaction with 
neighborhood character, services and infrastructure. 
 
Performance Measures: 

MEASURE 2007 2008 2009 2010 GOAL 
Residents surveyed are satisfied with 
neighborhood growth & character 

 41%  54% 90% 

Residents surveyed rate neighborhood 
infrastructure & maintenance as good or 
excellent 

 *  * 90% 

Participation in neighborhood connections 
process 

     

          *Not included in survey 
II. Public Safety  

 
Value Statement: Ensure that all those who live, work and play in Kirkland are safe. 

 
Goal: Provide for public safety through a community-based approach that focuses on 
prevention of problems and a timely response.  
 
Performance Measures: 

MEASURE 2007 2008 2009 2010 GOAL 
Residents surveyed feel safe walking in their 
neighborhood after dark 

 79%  78% 80% 
 

Residents surveyed feel safe walking in their 
neighborhood during the day 

 98%  98% 90% 

Fires are contained to the room of origin 41% 80% 80%  60% 
Residents surveyed are prepared for a three day 
emergency 

 69%  70% 90% 

Residents surveyed have working smoke detectors 
in their residence 

 *  93% 100% 

          *Not included in survey  
III. Human Services  

 
Value Statement: Kirkland is a diverse and inclusive community that respects and 
welcomes everyone and is concerned for the welfare of all.  
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Goal: To support a coordinated system of human services designed to meet the special 
needs of our community and remove barriers to opportunity. 
 
Performance Measures: 
MEASURE 2007 2008 2009 2010 GOAL 
Number of unsheltered 
homeless people in King 
County as determined in the 
annual “One Night Count” 

2159 2631 
(22% 

increase)

2827 
(7% 

increase) 

2759 
(2% 

decrease) 

Annual 
decrease 

Percentage of funded agencies 
that meet or exceed human 
services contract goals 

 94%  94% 90% 

    

IV. Balanced Transportation  
 
Value Statement:  Kirkland values an integrated multi-modal system of transportation 
choices.   
 

Goal:  To reduce reliance on single occupancy vehicles. 
 

Performance Measures: 
MEASURE 2007 2008 2009 2010 GOAL 
Numbers of bicycles and pedestrians as 
measured by annual count program 

    10% over 
2008 levels 

by 2015 
Annual feet of sidewalk construction on 
at least one side of school walk route  
on collectors and arterials 

    Complete all 
by 2019 

Number of auto accidents involving 
bikes or pedestrians 

    Annual 
decrease 

 

V. Parks, Open Spaces and Recreational Services  
 

Value Statement: Kirkland values an exceptional park, natural areas and recreation 
system that provides a wide variety of opportunities aimed at promoting the community’s 
health and enjoyment. 
 

Goal:  To provide and maintain natural areas and recreational facilities and opportunities 
that enhance the health and well being of the community.  
 
Performance Measures: 

MEASURE 2007 2008 2009 2010 GOAL 
Neighborhood parks within ¼ mile radius of 
residents 

72% 72% 76% 76% 100% 

Amount of acreage of natural areas in 
restoration 

10.64 17.14 22.94 27.09 372 acres 
by 2028 
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MEASURE 2007 2008 2009 2010 GOAL 
Residents surveyed rate City parks as good or 
excellent 

 87%  83% 95% 

Recreation program class subscription rate 73% 75% 76%  80% 
 

VI. Diverse Housing  
 

Value Statement:  The City's housing stock meets the needs of a diverse community by 
providing a wide range of types, styles, size and affordability. 
   
Goal:  To ensure the construction and preservation of housing stock that meets a diverse 
range of incomes and needs. 
 
Performance Measures: 

MEASURE 2007 2008 2009 2010 GOAL 
Percent increase of new housing that is 
affordable to those earning 80% or less of 
King County median income 

    41% 

Number of affordable units brought on 
line each year 

     

 

VII. Financial Stability  
 

Value Statement:  Citizens of Kirkland enjoy high quality services that meet the 
community's priorities.  
 
Goal:  Provide a sustainable level of core services that are funded from predictable 
revenue.  
 
Performance Measures: 

MEASURE 2007 2008 2009 2010 GOAL 
Maintain AAA credit rating (according to 
Standard & Poor’s) 

AA AAA AAA AAA 100% 

Minimum balance in General Purpose 
contingency reserves as a percent of target 

89% 55% 80% 

Investment in surveyed functions rated as 
highly important  

N/A 94% N/A 93% 80% 
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VIII. Environment 
 

Value Statement: We are committed to the protection of the natural environment through 
an integrated natural resource management system. 
 

Goal:  To protect our natural environment for current residents and future generations. 
 
Performance Measures: 

MEASURE 2007 2008 2009 2010 GOAL 
Annual decrease in total waste per capita 
entering the landfill 

15,429 
tons 

+1.5% 

14,320 
tons 

-7.2% 

14,320 
tons 

-7.2% 

13,726 
tons 

-2.5% 

2.5% 

Tree coverage (estimated at 32% in 2003, 
Urban Tree Canopy project due to be 
completed by the end of 2010) 

    40% 

Reduction in greenhouse gas emissions  
(data for 2009 currently being collected and 
analyzed) 

    80% below 
2005 levels 

by 2050 
Surface water quality as measured by the 
benthic index of biotic integrity  

    Increasing 
trend 

 

IX. Economic Development  
 

Value Statement: Kirkland has a diverse, business-friendly economy that supports the 
community’s needs.  
 
Goal: To attract, retain and grow a diverse and stable economic base that supports city 
revenues, needed goods and services and jobs for residents. 
 
Performance Measures: 

MEASURE 2007 2008 2009 2010 GOAL 
Businesses surveyed are satisfied with 
Kirkland as a place to do business 

    50% 

Residents surveyed are satisfied with 
availability of goods & services in 
Kirkland 

 *  76% 70% 

Visits to explorekirkland.com website 203,092 191,227 148,442**  Annual 
increase 

Annual net new businesses   606 109 
(as of 

March 4) 

Annual 
increase 

        *Not included in survey  
        **One month of data was lost in 2009 
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X. Dependable Infrastructure  

Value Statement:  Kirkland has a well-maintained and sustainable infrastructure that 
meets the functional needs of the community.    
 

Goal:  To maintain levels of service commensurate with growing community requirements 
at optimum life-cycle costs. 
 

Performance Measures: 
MEASURE 2007 2008 2009 2010 GOAL 
Pavement Condition Index for major & minor 
arterial streets 

59%* 52% ** ** 70% 

Pavement Condition Index for collectors and 
neighborhood streets 

73%* 68% ** ** 65% 

Residents surveyed are satisfied with 
maintenance of active transportation facilities 
(bike lanes, walking paths, sidewalks, etc.) 

 83%  84%*** 90% 

Number of annual water main failures caused by 
fatigue or age 

3 8 0   

*From 2004 PCI survey, however these numbers are a little skewed as they have information from 
overlays done in 2005, but doesn’t account for the degradation/decline on streets not resurfaced since 
the 2004 PCI survey. 
**Based on PCI survey done in 2008 
***Average of Walking Paths, Bike Lanes & Sidewalks 
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Neighborhoods  
 
Value Statement: The citizens of Kirkland experience 
a high quality of life in their neighbor 
hoods.   
 
Goal: Achieve active neighborhood participation  
and a high degree of satisfaction with neighborhood 
character, services and infrastructure. 
 
Public Safety  
 
Value Statement: Ensure that all those who live,  
work and play in Kirkland are safe. 
 
Goal: Provide for public safety through a community-
based approach that focuses on prevention of prob-
lems and a timely response.  
 
Human Services  
 
Value Statement: Kirkland is a diverse and inclusive 
community that respects and welcomes every one 
and is concerned for the welfare of all.  
 
Goal: To support a coordinated system of human  
services designed to meet the special needs of our  
community and remove barriers to opportunity. 
 
Balanced Transportation  
 
Value Statement: Kirkland values an integrated  
multi-modal system of transportation choices.   
 
Goal: To reduce reliance on single occupancy vehi-
cles. 
 
Parks, Open Spaces and Recreational Services 
 
Value Statement: Kirkland values an exceptional  
park, natural areas and recreation system that pro 
vides a wide variety of opportunities aimed at pro-
moting the community’s health and enjoyment. 
 
Goal: To provide and maintain natural areas and  
recreational facilities and opportunities that enhance 
the health and well being of the community. 

Diverse Housing  
 
Value Statement: The City's housing stock meets  
the needs of a diverse community by providing a  
wide range of types, styles, size and affordability. 
 
Goal: To ensure the construction and preservation  
of housing stock that meet a diverse range of in 
comes and needs. 
 
Financial Stability  
 
Value Statement: Citizens of Kirkland enjoy high  
quality services that meet the community's priorities. 
 
Goal: Provide a sustainable level of core services  
that are funded from predictable revenue.  
 
Environment 
 
Value Statement: We are committed to the protec-
tion of the natural environment through an inte-
grated natural resource management system. 
 
Goal: To protect our natural environment for current 
residents and future generations. 
 
Economic Development  
 
Value Statement: Kirkland has a diverse, business- 
friendly economy that supports the community’s  
needs.  
 
Goal: To attract, retain and grow a diverse and sta-
ble economic base that supports city revenues,  
needed goods and services and jobs for residents. 
 
Dependable Infrastructure  
 
Value Statement: Kirkland has a well-maintained and 
sustainable infrastructure that meets the functional 
needs of the community.  
 
Goal: To maintain levels of service commensurate 
with growing community requirements at optimum 
life-cycle costs. 
 

Throughout 2009 Kirkland City Council worked to develop value statements and goals for the City. The 
process resulted in ten core service areas including: 

CITY  OF KIRKLAND  
 

PERFORMANCE MEASURES 

DRAFT—SAMPLE 
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The City is committed to the enhancement of Kirkland as 
a community for living, working and leisure, with an ex-
cellent quality of life which preserves the City's existing 
charm and natural amenities.  
 
The Performance Measures Report provides information 
on the key service areas that support this mission.  Many 
of the performance measures relate to citizen satisfac-
tion with City services. In the 2008 Citizen Survey by 
Elway Research, Inc, citizens were asked to rate various 
services provided by the City as to their importance and 
how well they were provided. These services make up 
more than 75% of the City’s budget.  
 
Examples of service areas that were included in the sur-
vey are Police, Fire, Garbage and Recycling Services, 
Streets, and Emergency Preparedness.   
 
The results are displayed on the chart below. Each quad-
rant in the chart represents a different combination of 
citizen ratings of the importance of specific services ver-

sus the City’s performance in providing that service.  For 
example, the “Stars” in the upper right hand square 
were rated as having high importance and a high level 
of performance. 
 
To provide additional context, the City’s biennial budget 
was then overlaid onto the survey results to show the 
cost of the services provided. For example, the City in-
vests over $60 million each biennium into two of the 
largest areas in the “Stars” category, Fire/EMS ($29.7 
million) and Police services ($31.8 million). 
 
As can be seen by the chart 
below, the City’s budget 
decision-making closely 
aligns with the community’s 
priorities. $90 million or 
84% of the cost shown is 
invested in the high impor-
tance and performance 
“Stars”. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Stars

84%

Imperatives

10%

Successes

5%

Lesser 

Priorities
1%

1. Fire/EMS excludes Building Services and Emergency Preparedness. 
2. Zoning/Land Use only includes the Land Use Mgmt portion of the Planning budget. 
3. Environment includes environmental stewardship funding in Parks and an estimated $10-15 thousand in Planning. 
4. Business includes the Economic Development budget. 

DRAFT—SAMPLE 
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Cost of Service Per Resident 

The estimated 2008 population for all services, except Fire & Emer-

gency Services is 48,410. Fire & Emergency Services estimated their service 
area population to be 80,000, including the area North of the City known as 
the Potential Annexation Area and Fire District 41. 
 

Key Findings and Challenges 
Some notable findings of the Performance Measures 
report are: 
  
Neighborhoods  
 
 
 
 
Public Safety  
 
 
 
 
Human Services  
 
 
 
 
Balanced Transportation  
 
 
 

 
Parks, Open Spaces and Recreational Services 
 
 
 
 
Diverse Housing  
 
 
 
 
Financial Stability  
 
 
 
 
Environment 
 
 
 
 
Economic Development  
 
 
 
Dependable Infrastructure  
 
 

Service Area 
2009-10  

Cost 

Est. Cost  
per  

Resident  

Neighborhoods: $237,600 $4.91 

Public Safety: $61,413,747 $1,026.74 

Human Services:   

Balanced Transportation:   

Parks, Open Spaces and Rec-
reational Services: 

  

Diverse Housing:   

Financial Stability:   

Environment:   

Economic Development:   

Dependable Infrastructure:   

DRAFT—SAMPLE 
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Reliability of Information 
Information is gathered and reported on by each 
responsible department and is checked annually. 
The report contains no data known to be inaccu-
rate or misleading. Should an error be identified 
after the report has been published it is corrected 
the following year and noted.  
 
To ensure accuracy of the report there are several 
steps taken:  
1. Information is provided by each department to 

the performance measures report coordinator.  
2. The information is gathered in the report for-

mat and randomly verified.  
3. If any data seems high or low the department 

providing the service is asked for their reason-
ing of the difference.  

4. The report is returned to department staff that 
originally provided the information to the coor-
dinator and asked to review and verify that 
everything is correct.  

5. Each department director reviews the report.  
6. The City Manager and Finance review the re-

port. 
 
There are no changes in the measures or meas-
urement methodology made unless noted. 
 
Due to the homogeneity and size of the City of 
Kirkland, most information presented in the report 
is aggregated. There are a few exceptions where 
information is disaggregated, such as information 
presented on Refuse and Recycling. 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Report Accessibility 
The City of Kirkland operates on a calendar year 
and the information reported covers the period of 
January-December, with the most recent informa-
tion covering January 1, 2008 through December 
31, 2008. 
 
Copies of the report may be obtained by calling 
the City of Kirkland at 425.587.3018 and request-
ing a paper copy or online at:  
http://www.ci.kirkland.wa.us/depart/CMO/
Performance_Measures.htm    
 
This report is issued on: August 25, 2009 

DRAFT –SAMPLE 
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Goal Statement 
Achieve active neighborhood participation and a high degree of satisfaction with neighborhood character, services 

and infrastructure.  

MEASURE 2008 2009 Target 

Citizens participate in 

the growth and      

development of their 

neighborhoods 

Citizens surveyed are satisfied 
with neighborhood growth and 

character 
(satisfactory or better) 

  90% 

Citizens surveyed are satisfied 
with neighborhood infrastructure 

and maintenance 
(satisfactory or better) 

  90% 

Funding is provided for 
neighborhood services 

and infrastructure 

Neighborhood services and    
outreach 

  N/A 

Neighborhood CIP funding   N/A 

Neighborhood connections and 
matching grants programs  

  N/A 

Citizens are satisfied 

with their         

neighborhoods 

Key Findings and Challenges 

 

So that….. 

So that….. 

CITY OF KIRKLAND  

NEIGHBORHOODS 

 

Citizens participate in their 
neighborhood associations and 

community programs 
  25% 

Citizens participate in their 
neighborhood connections     

program  
(% of neighborhood population) 

  75% 

The citizens of Kirkland 

experience a high  

quality of life in their 

neighborhoods.  

So that….. 
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Goal Statement 
Provide for public safety through a community-based approach that focuses on prevention of problems and a 

timely response.  

MEASURE 2008 2009 Target 

Citizens are safe     

and prepared for       

emergencies 

Citizens feel safe walking in 
their neighborhoods after dark 

  80% 

Citizens feel safe walking in 
their neighborhoods during the 

day 
  90% 

Provide public safety 
services 

Total Police Services Funding   N/A 

Total Fire and Emergency    
Management Services Funding 

  N/A 

Sworn Police FTE’s (authorized)1 
per 1,000 population  

  N/A 

Paid fire and EMS staffing per 
1,000 population served 

  N/A 

Citizens feel safe 

Key Findings and Challenges 
  

So that….. 

So that….. 

CITY OF KIRKLAND  

PUBLIC SAFETY 

 

Building fires are contained to 
the area of origin 

  60% 

EMS response times are under 5 
minutes  

  90% 

Fire response times are under 
5.5 minutes  

  90% 

Citizens have at least two   
working smoke detectors in 

their residence 
  100% 

Citizens are prepared for a three 
day emergency 

  90% 

All those who live, work 

and play in Kirkland are 

safe.  

So that….. 
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Goal Statement 
To support a coordinated system of human services designed to meet the special needs of our community and re-

move barriers to opportunity.  

MEASURE 2008 2009 Target 

Services for diverse 

populations are     

available 

Fund human services Per Capita Spending on     
Human Services 

  N/A 

Key Findings and Challenges 
  

So that….. 

CITY OF KIRKLAND  

HUMAN SERVICES 

 

Funded agencies meet or  
exceed human services     

contract goals 
  100% 

Number of people without  
homes in Kirkland           
(One-Night Count) 

  
Annual         

Decrease 

Kirkland is a diverse 

and inclusive          

community that       

respects and welcomes 

everyone  

So that….. 
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Goal Statement 
Reduce reliance on single occupancy vehicles.  

MEASURE 2008 2009 Target 

City funds active   
transportation options 

Key Findings and Challenges 
  

So that….. 

CITY OF KIRKLAND  

BALANCED TRANSPORTATION 

 

CIP funding of active               
transportation options 

  N/A 

Operating funds used to       
maintain active transportation    

infrastructure 
  N/A 

Commute Trip Reduction   
spending 

  N/A 

Kirkland has an       

integrated multi-modal 

system of            

transportation choices 

Number of bicycles and         
pedestrians                           

(per annual count program)  
  

10% over 
2008  

Auto accidents involving bikes or 
pedestrians 

  0 

Complete sidewalk construction 
on at least one side of all school 

walk routes  
  

100% by 
2019 

City can implement the 
adopted Active    

Transportation Plan  

So that….. 
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Goal Statement 
To provide and maintain natural areas and recreational facilities and opportunities that enhance the health and well 

being of the community.  

MEASURE 2008 2009 Target 

Progress is made on 

the Comprehensive 

Park, Open Space and 

Recreation Plan    

Invest in parks and  
recreational programs 

Parks Capital Improvement 
Program  

  N/A 

Total Operating &           
Maintenance (O&M) for parks       

maintenance 
  N/A 

Recreation programs        
Operating & Maintenance 

(O&M) 
  N/A 

Number of volunteers/
volunteer hours 

  N/A 

Key Findings and Challenges 
  

So that….. 

CITY OF KIRKLAND  

PARKS AND RECREATIONAL SERVICES 

 

Citizens have a park within 
1/4 mile radius from their 

home 
  100% 

Acres of natural areas are 
restored 

  
372 acres by 

2028 

Recreation classes maintain a 
high prescription rate 

  80% 

Citizens rate City parks as  
satisfactory or better 

  95% 

Kirkland has an       

exceptional park,   

natural areas and    

recreation system  

So that….. 
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Goal Statement 
To ensure the construction and preservation of housing stock that meet a diverse range of incomes and needs.  

MEASURE 2008 2009 Target 

The City has a diverse 

housing stock per the 

comprehensive plan 

City funds affordable 
housing 

City Contributions to ARCH—A 
Regional Coalition for Housing 

  N/A 

Zoning and Land Use       
Management  

  N/A 

Key Findings and Challenges 
  

So that….. 

CITY OF KIRKLAND  

DIVERSE HOUSING 

 

New housing is affordable to 
those earning 80% or less of 
the area median income 

  41% 

Affordable units brought 
online 

   

The City's housing 

stock meets the needs 

of a diverse community  

So that….. 
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Goal Statement 
Provide a sustainable level of core services that are funded from predictable revenue.  

MEASURE 2008 2009 Target 

City can invest in  

community priorities 

City is fiscally          
responsible 

Balance in General Purpose 
Contingency Reserves 

  80% of target 

Credit Rating   AAA 

Key Findings and Challenges 
  

So that….. 

So that….. 

CITY OF KIRKLAND  

FINANCIAL STABILITY 

 

Investment in surveyed   
functions rated as highly   

important                               
(“Stars” and “Imperatives”) 

  
80% of rated 

services 

Citizens of Kirkland  

enjoy high quality    

services that meet the 

community's priorities 
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Goal Statement 
To protect our natural environment for current residents and future generations.  

MEASURE 2008 2009 Target 

City is committed to 
sustaining, preserving 

and protecting our 
natural resources 

(water, land and air) 

Key Findings and Challenges 
  

CITY OF KIRKLAND  

ENVIRONMENT 

 

Tree canopy coverage   40% 

Surface Water Quality 
(benthic index of biotic 

integrity) 
  Increase 

Waste per capita entering 
landfill 

  2.5% decrease 

Green House Gas       
Emissions 

  
80% below 2005 

levels 

Citizens of Kirkland  

enjoy an integrated 

natural resource    

management system  

So that….. 
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Goal Statement 
To attract, retain and grow a diverse and stable economic base that supports city revenues, needed goods and ser-

vices and jobs for residents.  

MEASURE 2008 2009 Target 

There is satisfaction 

with Kirkland’s      

business economy 

Kirkland has a healthy 
business economy Office Space Vacancy Rate   

Equal to or  
better than  

regional 

Lodging Tax Revenue   Increase 

Net new businesses   Increase 

Key Findings and Challenges 
  

So that….. 

CITY OF KIRKLAND  

ECONOMIC DEVELOPMENT 

 

Businesses are satisfied with 
Kirkland as a place to do 

business 
  80% 

Residents are satisfied with 
the availability of goods and 

services in Kirkland 
  80% 

Kirkland has a diverse, 

business-friendly   

economy that supports 

the community’s needs 

So that….. 
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Goal Statement 
To provide and maintain a sustainable, integrated infrastructure system. 

MEASURE 2008 2009 Target 

Infrastructure is    

maintained and           

sustainable 

Fund infrastructure 
maintenance & repairs 

Street Operating and 
Overlay Funding  

  4,000,000 

Water and Sewer Utilities  
Infrastructure Funding 
Levels Match Identified 

Expenditure Needs 

  

Fully fund       
maintenance,    
depreciation,    

capital and debt 
service             

requirements and 
reserves  

Key Findings and Challenges 
 

So that….. 

CITY OF KIRKLAND  

DEPENDABLE INFRASTRUCTURE 

1 
Pavement Condition Index (PCI): The PCI survey data; “fair or better” equates to a PCI of 41 or better. 

Pavement Condition Index (PCI) is a rating of the general condition of pavements and is based on a scale 
of 0 to 100. A PCI of 100 represents a newly constructed road with no distresses; a PCI below 10 corre-
sponds to a failed road requiring complete reconstruction. 
2 

Active Transportation Facilities include sidewalks, bike lanes, pedestrian flags, in-pavement lights, etc. 

Pavement Condition    
Index1  for Major and    
Minor Arterial Streets 

  70 

Pavement Condition    
Index for Collectors and 
Neighborhood Streets 

  65 

Water/Sewer Main      
Failures Caused by      

Fatigue or Age 
  

Zero failures due to 
fatigue or age 

Kirkland has a well 

maintained and       

sustainable             

infrastructure that 

meets the functional 

needs of the          

community. 

So that….. 
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Public Safety: includes police services, fire and emergency medi-

cal services and court services. 

 

 

CITY OF KIRKLAND  

GLOSSARY 
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CITY OF KIRKLAND 
Department of Finance & Administration 
123 Fifth Avenue, Kirkland, WA  98033  425.587.3100 
www.ci.kirkland.wa.us 

 
 
MEMORANDUM 
 
To: Kurt Triplett, City Manager 
 
From: Tracey Dunlap, Director of Finance and Administration 
 
Date: March 7, 2011 
 
Subject: City Council Retreat – Financial Context for Kirkland’s Next Budget Process  
 
The purpose of this memo is to provide a brief recap of the year-end 2010 financial results, a 
discussion of the 2011 outlook, present the 2013-2018 financial forecast, and provide financial 
context looking ahead to the City’s next budget process. 
 
2010 Year-End Results 
 
The year-end results for 2010 are discussed in detail in the Financial Management Report 
(FMR), which is included as Attachment A.  This section provides a brief overview of the 
General Fund results versus the budget and a discussion of the resources available at the 
beginning of 2011: 
     
• Actual 2010 General Fund revenues ended the year $440,000 under the budgeted level 

($54.27 million versus budget of $54.71 million).  General Fund sales tax was up 4.3%, but 
that gain was offset by utility tax and revenue generating regulatory licensing revenues that 
fell short of budgeted levels.  The 2011-2012 budget was developed based on an estimate 
of revenues in September that anticipated the shortfall.  The actual results were better than 
the estimate by $38,000.   

• Actual 2010 General Fund expenditures ended the year about $1 million under budget.  
Position vacancies and staff efforts to reduce costs were the primary causes of the under-
expenditures.  All departments under-expended their budgets except for Fire & Building, 
which exceeded their 2010 budget by over $200,000 due to fire suppression overtime.  The 
actual under-expenditures are $580,000 higher than the estimates used in developing the 
2011-2012 budget.  

• One of the key assumptions in development of the 2011-2012 budget is the beginning 
fund balance (cash), which was estimated in September 2010.  Now that 2010 is 
complete, the estimates are adjusted to reflect the actual 2010 ending results (these budget 
adjustments are scheduled for Council action at the March 15 Council Meeting).  The 
adjustment recognizes unobligated cash of $618,000 ($38,000 from revenues and $580,000 
from under-expenditures). There are a number of potential uses for the unobligated General 
Fund balance, including: 

o Set aside funding for the remaining deficit to restore firefighter overtime brown-outs 
if needed ($379,195).  The March 15 budget adjustments reflect the implementation 
of the Emergency Management Services Transport Fees and the attendant 

Council Retreat:  03/21/2011 
Agenda:  Financial Context for Kirkland's 
              Next Budget Process
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restoration of part of the Fire Suppression overtime that would have resulted in 
rolling brown-outs (per the memo presented to City Council on 12/07/2010). The 
anticipated revenue is short $379,195 to provide full restoration ($248,000 in 2011 
and $131,000 in 2012). 

o Seed money for establishing sinking funds to begin to address unfunded periodic 
replacement costs (such as public safety equipment and major systems).  The 
analysis of these needs is a follow-up to the 2011-12 budget process and is 
scheduled to be completed during the second half of 2011. 

o If there are funds remaining, additional replenishments to reserves that remain 
below target (such as the Revenue Stabilization Reserve and Contingency Fund). 

The staff recommendation is to set the unobligated cash aside until further analysis is 
completed and then specific recommendations will be brought forward later in the year for 
Council consideration. 
 
2011 Outlook 
 
As we proceed into 2011, there continue to be signs that revenues may be stabilizing, although 
at much reduced levels than prior to the recession.  The Council Finance Subcommittee 
reviewed the January “dashboard” results at their February 22 meeting, which are provided as 
Attachment B.   
 
As noted in the dashboard highlights, it will be difficult to interpret trends in 2011 due to 
annexation, which will impact expenditures and revenues at different times throughout the 
year.  In particular, the City will incur increasing expenses month-by-month as we are gearing 
up for annexation, but no revenue from the annexation area will be collected until July and the 
bulk of the revenue will not be received until the fourth quarter.  As a result, in the first part of 
the year, we will provide two versions of the dashboard:  one that includes the annexation-
related budget and one that excludes it.  As the year progresses, there may need to be other 
adaptations to assist in interpreting the month-by-month financial results. 
 
While there is not sufficient data to determine trends so early in the year, the following 
observations provide some initial insights:  
 
• The initial sales tax receipts in January were promising, up 14.4 percent compared to 

January 2010.  However, a substantial portion of the gain is one-time field recoveries and 
large one-time receipts.  The increase is 7.8 percent after factoring out these one-time 
events.  However, we received the February sales tax results recently, which are 
summarized in Attachment C.  February sales tax revenue is up 0.2 percent compared to 
February 2010.   Year-to-date revenue performance is up 6.0 percent compared to the 
same period last year.  Factoring out the significant field recoveries in January results in a 
normalized increase of 4.6 percent over last year.  While this is still positive news, it 
highlights the inherent volatility of this revenue source and its sensitivity to economic 
conditions.   

• Business license fees in January were noticeably higher than the January 2010 receipts, 
partly due to the renewal of Google’s business license reflecting their ramp up in staffing 
and increased staffing reported by Microsoft. 

• The availability of interest earnings toward potential one-time uses is expected to be 
minimal during 2011-2012.  The decline in interest rates over the last few years has 
significantly reduced this revenue source, specifically: 
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2007-2008 Actual Interest Earnings $9.4 million 

2009-2010 Actual Interest Earnings $4.6 million 

2011-2012 Budgeted Interest Earnings $1.3 million 

 

While Kirkland’s results have been better than those experienced by the State Investment 
Pool based on our active investment strategy, the loss in resources is significant.  For most 
funds, this simply means a reduced share of allocated interest, which is generally not 
budgeted for on-going needs.  For mandated uses such as capital funding, debt service 
payments, or other General Fund needs, some backfill from general resources has been 
required.   

• The transition to self-insured medical benefits began in January 2011 and we are tracking 
program expenditures closely, although it is too early to draw any conclusions on trends.  
Staff will provide a status report to the City Council once we have several months of data 
available.  The hope is that this approach will allow us to stabilize our medical benefit costs 
over time. 

• There are some fiscal flexibility bills under consideration in the State Legislature to 
provide City’s with tools to help cope with current economic conditions.  On the downside, 
the State is struggling to close its own budget deficit and some options could negatively 
impact cities, such as changes in the liquor profits/tax apportionments or limitations on the 
annexation sales tax credit.  The City will continue to actively participate in the legislative 
session and any opportunities or impacts from the final outcome will be brought forward as 
part of the mid-year budget adjustments.   

 
Forecast 
 
The 6-year financial forecast has been updated to reflect the adopted 2011-2012 budget, which 
includes the impacts of annexation.  It is important to note that the budget was developed 
based on the assumption that annexation revenues and expenditures (including the state sales 
tax credit) would be in balance and would not contribute to any bottom line shortfall.  This 
“revenue-based” approach to annexation applies to the entire forecast period and recognizes 
that the state sales tax credit is only available to fund any actual shortfalls between annexation 
revenues and expenses.  
 
The key assumptions in the baseline forecast (Scenario #1) are intended to recognize a slow 
recovery in revenues during 2011-2012 and more conservative growth estimates than those 
used in previous forecasts thereafter.  Expenditure growth factors have been reduced to 
recognize more of a “total compensation” model for wages and benefits and account for 
potential impacts of the changes to the medical program, specifically: 
 
• Using a 5% overall wage growth rate rather than the 6% wage growth rate applied in the 

past (comprised of assumed cost of living adjustment of 3.5%, steps of 1.1%, and 
market/other adjustments of 1.4%), and 

• Using a 7% growth rate in benefit costs, rather than the 10% annual trend from recent 
years. 
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The key assumptions in the Scenario #1 - Baseline Forecast include: 
 
• Revenues  

o 1% optional property tax and 1% annual growth in new construction property 
tax in 2011-2018 (versus 2% growth in new construction in prior forecasts),  

o Sales tax equal to 2010 in 2011, 3% growth in 2012, and 4% annual growth 
reflected in 2013-2018 projections, 

o 3% annual growth in utility taxes in 2011-2018, 

o 1% growth in other taxes (revenue generating regulatory license and gambling 
taxes) over 2011 reflected in 2012, and 2% annual growth in these categories in 
2013-2018, 

o 2% growth in other revenue in 2013-2018, 

o No diversion of current revenue sources to/from CIP and no additional use of 
reserves. 

• Expenditures 

o 2011-2012 Adopted Budget, excluding one-time annexation-related service 
packages, 

o The City’s existing labor contracts call for annual increases based on the June-to-
June Consumer Price Index (CPI-W) with a minimum of zero and no maximum 
and provides for step and longevity increases.  The CPI-W decreased as of June 
2010, so the cost of living increase in 2011 is zero and budgeted step increases 
are included averaging about 1.1%.  CPI of 2.5% is assumed for 2012, in 
addition to planned step increases.  For 2013-2018, a total annual growth rate of 
5% in wages in assumed, as highlighted above, 

o 7% annual increase in all benefit costs for 2013-2018, which includes medical 
and pension contributions, 

o No annual growth in supplies, services & capital in 2013-2018, 

o Annexation-related expenditures in 2013-2018 set equal to anticipated 
annexation revenue in 2013-2018. 

The summary results for Scenario #1 are shown on the following page and the graph and 
related assumptions is contained in Attachment D.   
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Given that any economic recovery is fragile and that a variety of forecast assumptions could be 
made, the table below provides the impacts of changing each of the key assumptions by 1%.  
The figures reflect the annual impact of each 1% change on the net resources.  
 

 
 
To provide some context on the sensitivity of the forecast to selected assumptions, two 
alternative scenarios were generated.  The first is an optimistic scenario with annual growth in 
sales tax returning to 6% per year starting in 2013 (rather than 4% shown in the baseline).  
The results for this scenario are shown below and the projected budget gaps become smaller. 
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2013-2018 GENERAL FUND FORECAST
Scenario #1: Adopted 2011-12 Budget (Baseline)

Total Expenditures (000's) Total Resources (000's)

2011 2012 2013 2014 2015 2016 2017 2018

Total Resources (000's) 71,335 77,166 78,915 80,908 82,959 85,068 87,240 90,292

Total Expenditures (000's) 70,332 78,169 79,424 82,299 84,910 88,109 91,473 95,186

 Net Resources (000's) 1,003 (1,003) (509) (1,391) (1,951) (3,040) (4,233) (4,894)

 Biennium Total (000's) (1,899) (4,992) (9,128)0

Summary Impact of 1% Change in Key Variables

Variable Impact of 1% 
Change in 2012

Resources
Sales Tax 128,887             
Property Tax 160,290             
Utility Taxes 110,371             
Other Taxes 23,870               

Expenditures
Salaries 294,178             
Benefits 123,915             
Supplies, Services & Capital 179,568             
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A pessimistic scenario leaves sales tax growth at 4%, but places the wage growth rate at 6% 
and the benefit growth rate at 10%.  As expected, the compound effects of these changes 
cause the outlook to become significantly worse, underscoring the need to control cost growth. 
 

 

 
 
The graphs and related assumptions for these scenarios are also in Attachment D. 
 
Financial Context Looking Ahead 
 
While the financial situation appears to be stabilizing, there are a number of major issues and 
uncertainties facing the City as it moves toward the next budget process: 
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2013-2018 GENERAL FUND FORECAST
Scenario #2: Optimistic Sales Tax Revenue Forecast

Total Expenditures (000's) Total Resources (000's)

2011 2012 2013 2014 2015 2016 2017 2018

Total Resources (000's) 71,335 77,166 79,240 81,589 84,032 86,571 89,212 92,382

Total Expenditures (000's) 70,332 78,169 79,491 82,439 85,130 88,417 91,878 95,616

 Net Resources (000's) 1,003 (1,003) (251) (849) (1,099) (1,846) (2,666) (3,233)

 Biennium Total (000's) (1,100) (2,945) (5,900)0
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2013-2018 GENERAL FUND FORECAST
Scenario #3: Pessimistic Expenditure Forecast

Total Expenditures (000's) Total Resources (000's)

2011 2012 2013 2014 2015 2016 2017 2018

Total Resources (000's) 71,335 77,166 78,915 80,908 82,959 85,068 87,240 90,292

Total Expenditures (000's) 70,332 78,169 80,089 83,724 87,202 91,386 95,866 100,842

 Net Resources (000's) 1,003 (1,003) (1,174) (2,816) (4,243) (6,317) (8,626) (10,550)

 Biennium Total (000's) (3,990) (10,561) (19,177)0

E-Page 87



 
March 7, 2011 

Page 7 

 
• While the economy is showing signs of improvement, recent discussions have raised the 

potential of inflation increasing from its historically low levels in recent years.  Since inflation 
is the basis for the City’s contractual cost of living adjustments, each 1% increase in 
inflation adds almost $300,000 to the City’s wage costs.   

• The City’s revenues seem to be stabilizing but there continues to be uncertainty as to how 
much recovery might be expected in revenues and whether such a recovery can be 
sustained.  The revenue declines experienced over the past few years were unprecedented 
in the past 20 years.  For example, sales tax revenues in 2010 are at a level similar to that 
collected in 2000, reversing all of the gains from the intervening years. 

• The City’s ability to control cost growth is also a challenge.  Given that salaries and 
benefits constitute the majority of the City’s costs, establishing control over those elements 
needs to be a focus.   

• Uncertainties related to annexation will become clearer during this biennium as the City 
takes jurisdiction for serving the area, including: 

o Revenues – The current budget is based on estimates of revenues that can be 
expected from the annexation area.  Once actual revenues are known, the budget 
and attendant service levels can be revisited. 

o Service needs and expectations – After the City begins providing services to the 
annexation area, the actual service needs and the expectations of the annexation 
area residents should become clearer, allowing for adjustments as necessary. 

o Capital improvement needs – As the City becomes more familiar with the 
infrastructure in the annexation area, staff will begin to identify the capital 
improvement needs.  These needs will be incorporated into the CIP budget process 
and will need to be matched with funding sources. 

• Existing unfunded needs fall in a variety of categories that will need to be addressed as 
financial conditions improve: 

o As mentioned earlier in this memo, several of the City’s reserves were used during 
the recent economic downturn and need to be replenished as revenues improve.  In 
addition, the reserve targets will increase with the addition of annexation to the 
City’s budget.  The Finance Subcommittee is in the process of reviewing reserve 
targets and will forward recommendations on whether the targets should be revised 
and input on replenishment strategies later this year. 

o During the 2011-2012 budget process, the issue of establishing sinking funds for the 
replacement of public safety equipment and information technology infrastructure 
and systems was identified as a priority.  Staff and the Finance Subcommittee will be 
evaluating the needs and funding level required during the second half of 2011 and 
will be developing recommendations for consideration by the full Council as part of 
the next budget process. 

o An additional underfunded activity is infrastructure maintenance, particularly in the 
area of street preservation.  While the Public Works Department has identified a 
variety of strategies to consider to increase funding, such as the potential 
establishment of a Transportation Benefit District, several strategies will need to be 
employed simultaneously to generate additional funding to make progress on this 
issue. 
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AS OF MARCH 31, 2007 

3/31/2006 3/31/2007 2006 2007 2006 2007

General Gov't Operating:
General Fund 9,926,350 10,292,726 49,091,816 51,809,969 20.2% 19.9%

Other General Gov't Operating Funds 2,695,268 3,044,199 15,170,554 16,590,146 17.8% 18.3%

Total General Gov't Operating 12,621,618 13,336,925 64,262,370 68,400,115 19.6% 19.5%

Utilities:
Water/Sewer Operating Fund 3,487,695 3,669,418 15,802,180 16,474,571 22.1% 22.3%

Surface Water Management Fund 210,499 234,850 4,977,108 5,222,394 4.2% 4.5%

Solid Waste Fund 1,972,141 1,925,842 7,449,930 7,864,908 26.5% 24.5%

Total Utilities 5,670,335 5,830,110 28,229,218 29,561,873 20.1% 19.7%

Total All Operating Funds 18,291,953 19,167,035 92,491,588 97,961,988 19.8% 19.6%

* Budgeted and actual revenues exclude resources forward and include interfund transfers.

Actual Budget % of Budget
Resources by Fund 3/31/2006 3/31/2007 2006 2007 2006 2007

General Gov't Operating:
General Fund 9,926,350 10,292,726 49,091,816 51,809,969 20.2% 19.9%

Other General Gov't Operating Funds 2,695,268 3,044,199 15,170,554 16,590,146 17.8% 18.3%

Total General Gov't Operating 12,621,618 13,336,925 64,262,370 68,400,115 19.6% 19.5%

Utilities:
Water/Sewer Operating Fund 3,487,695 3,669,418 15,802,180 16,474,571 22.1% 22.3%

Surface Water Management Fund 210,499 234,850 4,977,108 5,222,394 4.2% 4.5%

Solid Waste Fund 1,972,141 1,925,842 7,449,930 7,864,908 26.5% 24.5%

Total Utilities 5,670,335 5,830,110 28,229,218 29,561,873 20.1% 19.7%

Total All Operating Funds 18,291,953 19,167,035 92,491,588 97,961,988 19.8% 19.6%

* Budgeted and actual revenues exclude resources forward and include interfund transfers.

Actual Budget % of Budget
Resources by Fund

• General Fund actual 2010 revenue ended 
the year 0.2 percent behind 2009.  In-
creased revenue from sales and property 
taxes, franchise fees, and internal charges 
were generally offset by declines in utility 
taxes, building revenue, Other Intergovern-
mental Services as well as significantly lower 
interest earnings revenue.  A more detailed 
analysis of General Fund revenue can be 
found on page 3, and sales tax revenue per-
formance can be found beginning on page 5. 

• Other General Government Funds actual 
2010 revenue ended the year 4.7 percent 
lower when compared to 2009 primarily due 
to lower internal rates resulting from expendi-
ture reductions taken in these funds, as well 
as reallocation of property tax from the Street 
Operating Fund to the General Fund.  Fleet 
rates were reduced recognizing lower fuel 
prices and technology rates were reduced 
recognizing lower personnel costs and use of 
fund cash for replacement charges as a 
budget reduction strategy.  Lodging tax reve-
nue is up 2.6 percent compared to 2009, indi-
cating stabilization from last year, which was 
down 16.2 percent compared to the same 
period in 2008.  Motor vehicle fuel tax is es-
sentially flat compared to the same period last 
year.  However, this revenue is down 17.9 
percent compared to the same period in 2007 
(a peak year).  Fuel tax is collected on a flat 

rate per gallon, so more moderate fuel prices 
have helped stabilize this revenue’s perform-
ance.    

• Water Sewer Operating Fund actual 
2010 revenue ended the year 0.5 percent 
behind 2009 primarily due to lower water 
revenue and interest earnings and despite a 
slight increase in sewer revenue.  An Excise 
Tax refund in 2009 also skews the compari-
son.  The impact of reduced water usage 
from the cooler and damper spring and sum-
mer offset some of the effects of higher wa-
ter and sewer rates. 

• Surface Water Management Fund actual 
2010 revenue is 3.9 percent lower com-
pared to 2009 primarily due to less engineer-
ing time spent on Surface Water Capital Im-
provement Projects.   

• Solid Waste Fund actual 2010 revenue is 
3.6 percent lower compared to 2009 pri-
marily due to a decrease in commercial reve-
nue collection, reflecting lower business ac-
tivity. 

 

 

Summary of All Operating Funds:  Revenue 

Financial Management Report 
as of December 31, 2010 

A T  A  G LA NC E :  

2010 Sales tax revenue 
continues positive trend 
(page 5) 

Building permits remain 
down and Planning fees 
still positive (page 4) 

City Council adopts  
2011-12 Budget 
(page 2 sidebar) 

Recession has ended, 
but what about recov-
ery? (pages 7-8) 
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% %
12/31/2009 12/31/2010 Change 2009 2010 Change 2009 2010

General Gov't Operating:

General Fund 54,392,698 54,265,938 -0.2% 54,549,760 54,706,544 0.3% 99.7% 99.2%

Other General Gov't Operating Funds 16,979,375 16,181,305 -4.7% 16,563,457 15,798,095 -4.6% 102.5% 102.4%

Total General Gov't Operating 71,372,073 70,447,243 -1.3% 71,113,217 70,504,639 -0.9% 100.4% 99.9%

Utilities:

Water/Sewer Operating Fund 18,594,828 18,501,163 -0.5% 19,807,210 20,660,066 4.3% 93.9% 89.6%

Surface Water Management Fund 5,418,423 5,207,761 -3.9% 5,350,962 5,270,500 -1.5% 101.3% 98.8%

Solid Waste Fund 8,623,258 8,312,328 -3.6% 8,612,724 8,627,630 0.2% 100.1% 96.3%

Total Utilities 32,636,509 32,021,252 -1.9% 33,770,896 34,558,196 2.3% 96.6% 92.7%

Total All Operating Funds 104,008,582 102,468,495 -1.5% 104,884,113 105,062,835 0.2% 99.2% 97.5%

Budgeted and actual revenues exclude resources forward and interfund transfers.

% of Budget

Resources by Fund

Year-to-Date Actual Budget
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3/31/2006 3/31/2007 2006 2007 2006 2007

General Gov't Operating:

General Fund 11,359,810 12,750,856 50,785,235 53,460,486 22.4% 23.9%

Other General Gov't Operating Funds 4,037,710 3,753,650 15,072,831 17,384,421 26.8% 21.6%

Total General Gov't Operating 15,397,520 16,504,506 65,858,066 70,844,907 23.4% 23.3%

Utilities:

Water/Sewer Operating Fund 3,876,429 4,265,210 15,492,943 16,932,266 25.0% 25.2%

Surface Water Management Fund 430,810 518,006 4,939,600 5,672,207 8.7% 9.1%

Solid Waste Fund 1,819,378 1,900,195 7,247,024 7,828,067 25.1% 24.3%

Total Utilities 6,126,617 6,683,411 27,679,567 30,432,540 22.1% 22.0%

Total All Operating Funds 21,524,137 23,187,917 93,537,633 101,277,447 23.0% 22.9%

* Budgeted and actual expenditures exclude working capital, operating reserves, capital reserves, and include interfund transfers.

Expenditures by Fund
Actual Budget % of Budget

P a g e  2  

Summary of All Operating Funds:  Expenditures 
• General Fund actual 2010 expenditures are 0.3 percent behind 2009 primarily due to 

lower personnel and internal service costs and despite an increase in contracted services.  A 
regional agency (NORCOM) began providing dispatch services as of July 1, 2009, which 
resulted in a shift from salaries and benefits to contracted services, which is the reason for 
the increased contracted costs and one of the reasons for reduced personnel costs.  Person-
nel costs are also down due to reduced 2010 salaries taken by most employees (who re-
ceived furlough days in return) as a budget reduction strategy, as well as reduction in staff-
ing and lower overtime costs.  The reduction in overtime costs is largely the result of the 
elimination of the dispatch staffing.  To complicate comparisons even more, the City started 
to hire staff in 2010 (especially in the Police Department), in anticipation of providing ser-
vices to the annexation area as of June 1, 2011.  The annexation will add over 33,000 peo-
ple and about 7 miles of land area.  A more detailed analysis of General Fund expenditures 
by department is found on page 4.  

• Other Operating Funds actual 2010 expenditures are 1.3 percent behind 2009 due to 
generally lower personnel costs and internal rates (primarily due to expenditure reductions), 
reduced Street and Parks Maintenance operating supplies, lower facility utility costs, and the 
elimination of the lease payment for the municipal court building, which was purchased in 
2009.  2010 expenditures ended the year behind 2009 despite higher vehicle/equipment 
purchases.  Facility utility costs are down, partially due to milder winter weather, but also 
from staff conservation efforts and the pay-off from investments in updated controls and 
equipment at various locations.  Vehicle replacement costs vary year-to-year depending on 
the planned replacement cycle. 

• Water/Sewer Operating Fund actual 2010 expenditures are 0.6 percent behind 2009 
primarily due to a decrease in water connection charges from the Cascade Water Alliance. 
There is a corresponding decrease in revenue.  

• Surface Water Management Fund 2010 actual expenditures are 2.2 percent ahead of 
2009 due to higher personnel costs related to National Pollutant Discharge Elimination Sys-
tem (NPDES) requirements, which requires public outreach and monitoring of surface water 
discharge, and normal variability in the timing of payment for various services. 

• Solid Waste Fund 2010 actual expenditures are 0.1 percent ahead of 2009, an in-
crease in personnel costs and other expenses in 2010 balanced out with a decrease in dis-
posal contract costs for a minimal change in expenditures from 2009 to 2010.  

On December 7 the Kirkland City 
Council adopted the 2011-2012 
Budget, the 2011-2016 Capital 
Improvement Program (CIP) and 
the 2011 Property Tax Levy.  
 
The two-year budget totals ap-
proximately $449 million which is 
a 12.8% increase from the previ-
ous biennial budget due to in-
creases in revenue and expendi-
tures to serve the annexation 
area. The Budget is comprised of 
24 separate funds that are inde-
pendently balanced (i.e. reve-
nues equal expenditures). The 
2011-2012 Budget was balanced 
primarily through service reduc-
tions.  
 
The CIP is a six-year plan that 
addresses construction, repair, 
maintenance and acquisition of 
major capital facilities and equip-
ment to improve transportation, 
utilities, parks, and buildings in 
the City.  
 
The Property Tax Levy estab-
lishes the total dollars in prop-
erty tax to be received by the 
City, which is translated into a 
rate per $1,000 of assessed 
valuation.  
 
To view the legislation adopted 
by the Council and the video of 
the meeting, visit the “Watch 
City Council Meetings” webpage 
at www.ci.kirkland.wa.us.  

F i n a n c i a l  M a n a g e m e n t  R e p o r t  a s  o f  D e c e m b e r  3 1 ,  2 0 1 0  

City Council Adopts 2011-12 
Budget 

Service Reductions  
Effective Jan. 1 

% %
12/31/2009 12/31/2010 Change 2009 2010 Change 2009 2010

General Gov't Operating:

General Fund 57,293,487 57,125,733 -0.3% 59,167,520 58,149,798 -1.7% 96.8% 98.2%

Other General Gov't Operating Funds 13,155,462 12,989,483 -1.3% 15,415,335 13,326,213 -13.6% 85.3% 97.5%

Total General Gov't Operating 70,448,949 70,115,216 -0.5% 74,582,855 71,476,011 -4.2% 94.5% 98.1%

Utilities:

Water/Sewer Operating Fund 14,613,569 14,528,419 -0.6% 15,555,212 15,903,927 2.2% 93.9% 91.4%

Surface Water Management Fund 3,194,709 3,265,943 2.2% 3,605,721 3,387,458 -6.1% 88.6% 96.4%

Solid Waste Fund 8,215,505 8,225,753 0.1% 8,455,673 8,596,408 1.7% 97.2% 95.7%

Total Utilities 26,023,783 26,020,115 0.0% 27,616,606 27,887,793 1.0% 94.2% 93.3%

Total All Operating Funds 96,472,732 96,135,331 -0.3% 102,199,461 99,363,804 -2.8% 94.4% 96.8%

Budgeted and actual expenditures exclude working capital, operating reserves, capital reserves, and interfund transfers.

Expenditures by Fund

% of BudgetYear-to-Date Actual Budget
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The General Fund is the 
largest of the General Gov-
ernment Operating funds.  
It is primarily tax sup-
ported and accounts for 
basic services such as pub-
lic safety, parks and rec-
reation, and community 
development.  

 

About 377 of the City’s 474 
regular  (full-time equiva-
lent) employees are budg-
eted within this fund. 

General Fund Revenue 
• Sales tax revenue allocated to the General Fund for 2010 was ad-

justed to reflect lower projections as a result of the economic reces-
sion.  However, 2010 ended the year 4.3 percent ahead of 2009.  
A detailed analysis of sales tax revenue can be found starting on 
page 5.   

• Property tax is 6.5 percent ahead due to a planned reallocation 
from the Street Operating Fund in 2010. 

• Utility tax actual revenue collection is 2.9 percent behind the 
same period last year primarily due to significantly lower revenue 
from natural gas (down 22.4 percent) most likely the result of milder 
winter weather compared to the previous year along with lower 
natural gas rates.  Telephone utility taxes were also down 4.0 per-
cent compared to 2009. Water and sewer utility taxes are up from 
the same period last year reflecting higher utility rates, but revenues 
from these sources ended 2010 lagging budget expectations. 

• Other taxes actual revenue is 45.9 percent behind the same 
period last year due to lower gambling tax revenue and revenue 
from the Enhanced 911 Access Line charge moving to NORCOM. 

• The business licenses (base fee) and franchise fees actual 
revenue ended 2010 6.9 percent ahead of 2009 due to higher 
franchise fee revenue.   

• The revenue generating regulatory license fee is 4.5 percent 
ahead of the same period last year.  This fee was restructured and 
substantially increased in 2009.  The increase in 2010 is a combina-
tion of fully realizing the restructured fees, as well as changes in 
timing for renewal of larger employers, but revenue from this source 
still lagged budget expectations.  

 

• Development-related fee revenues, which collectively ended the year 
down 7.5 percent compared to 2009, experienced contrasting trends.  
Compared to the same period last year, building permits are 24.3 
percent lower and engineering services revenue is 28.1 percent 
lower, while plan check revenue is ahead 39.7 percent and plan-
ning fees revenue is ahead 33.2 percent due to a significant increase 
in pre-submittal process applications. The increase in the latter two reve-
nues may be a hopeful sign of improvement in future development activ-
ity.  Note this increase is in comparison to very low collections during 
2009. 

• Compared to the same period last year:  Grant revenue is 54.9 percent 
higher due to federal stimulus grants for court security, fire station win-
dow replacements and home energy reports contracted with Puget Sound 
Energy;  State shared revenue is down 3.1 percent due to lower stream-
line sales tax mitigation revenue and despite higher liquor control board 
profits and liquor taxes.  Other intergovernmental services revenue 
is 33.3 percent below last year’s actual due to the elimination of the 
contract providing dispatching services to other cities caused by the for-
mation of NORCOM and despite an increase to revenue received from 
providing staffing to the regional Criminal Justice Training Center.   

• Internal Charges are 6.4 percent ahead  compared to the same pe-
riod last year primarily due to an increase in capital project engineering 
charges.   

• Miscellaneous revenue is 79.1 percent behind last year due to sub-
stantially lower interest earnings. 

• Other financing sources are behind last year due to the funding trans-
ferred from other funds in 2009 to balance the 2009-10 budget. 

Many significant General Fund revenue sources are economically 
sensitive, such as sales tax and development–related  fees. 

F i n a n c i a l  M a n a g e m e n t  R e p o r t  a s  o f  D e c e m b e r  3 1 ,  2 0 1 0  

% %
12/31/2009 12/31/2010 Change 2009 2010 Change 2009 2010

Taxes:
Retail Sales Tax: General 11,824,929       12,336,886       4.3% 11,564,551       11,464,179       -0.9% 102.3% 107.6%
Retail Sales Tax: Criminal Justice 967,304            941,944            -2.6% 1,107,000         1,129,140         2.0% 87.4% 83.4%
Property Tax 9,396,769         10,009,911       6.5% 9,264,941         9,904,815         6.9% 101.4% 101.1%
Utility Taxes 10,672,711       10,363,718       -2.9% 10,604,676       10,965,526       3.4% 100.6% 94.5%
Rev Generating Regulatory License 1,936,606         2,024,640         4.5% 2,599,920         2,567,468         -1.2% 74.5% 78.9%
Other Taxes 608,619            328,968            -45.9% 591,779            466,129            -21.2% 102.8% 70.6%

Total Taxes 35,406,938     36,006,067     1.7% 35,732,867     36,497,257     2.1% 99.1% 98.7%

Licenses & Permits:
Building, Structural & Equipment Permits 1,429,965         1,081,952         -24.3% 1,645,600         1,436,990         -12.7% 86.9% 75.3%
Business Licenses/Franchise Fees 1,678,466         1,794,322         6.9% 1,654,903         1,720,921         4.0% 101.4% 104.3%
Other Licenses & Permits 184,076            181,586            -1.4% 183,500            175,460            -4.4% 100.3% 103.5%

Total Licenses & Permits 3,292,507       3,057,860       -7.1% 3,484,003       3,333,371       -4.3% 94.5% 91.7%

Intergovernmental:
Grants 275,116            426,125            54.9% 218,754            503,699            130.3% 125.8% 84.6%
State Shared Revenues & Entitlements 869,176            842,585            -3.1% 908,404            809,010            -10.9% 95.7% 104.2%
Fire District #41 3,904,235         3,580,280         N/A 3,850,077         3,598,238         N/A 101.4% 99.5%
EMS 838,397            831,434            N/A 836,938            866,231            N/A 100.2% 96.0%
Other Intergovernmental Services 819,115            546,222            -33.3% 654,713            547,394            -16.4% 125.1% 99.8%

Total Intergovernmental 6,706,039       6,226,646       -7.1% 6,468,886       6,324,572       -2.2% 103.7% 98.5%

Charges for Services:
Internal Charges 4,764,301         5,070,809         6.4% 4,905,963         4,707,822         -4.0% 97.1% 107.7%
Engineering Services 375,245            269,722            -28.1% 357,134            225,000            -37.0% 105.1% 119.9%
Plan Check Fee 392,094            547,562            39.7% 520,000            408,252            -21.5% 75.4% 134.1%
Planning Fees 327,772            436,740            33.2% 247,157            245,420            -0.7% 132.6% 178.0%
Other Charges for Services 908,653            849,612            -6.5% 756,426            770,890            1.9% 120.1% 110.2%

Total Charges for Services 6,768,065       7,174,445       6.0% 6,786,680       6,357,384       -6.3% 99.7% 112.9%
Fines & Forfeits 1,504,982         1,651,358         9.7% 1,407,595         1,539,268         9.4% 106.9% 107.3%
Miscellaneous 714,167            149,562            -79.1% 669,729            654,692            -2.2% 106.6% 22.8%
Total Revenues 54,392,698     54,265,938     -0.2% 54,549,760     54,706,544     0.3% 99.7% 99.2%

Other Financing Sources:
Interfund Transfers 4,477,317         2,341,992         N/A 3,899,053         2,275,530         N/A 114.8% 102.9%

Total Other Financing Sources 4,477,317       2,341,992       N/A 3,899,053       2,275,530       N/A 114.8% 102.9%

Total Resources 58,870,015     56,607,930     -3.8% 58,448,813     56,982,074     -2.5% 100.7% 99.3%

Budgeted and actual revenues exclude resources forward.

Resource Category

% of BudgetYear-to-Date Actual Budget
General Fund
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Personnel costs in most General Fund departments ended 2010 down compared to 2009 due to the combination 
of the implementation of furloughs (which reduced salaries and benefit costs) and reduction in staffing as strate-
gies to balance the budget in response to declining revenues (except for staffing added in anticipation of the an-
nexation occurring in 2011—primarily in Police).  In addition, specific factors for individual departments are noted 
below: 

Comparing to the same period last year: 
• Actual 2010 expenditures for the City Council are 0.6 percent ahead of last year primarily due to a one-

time citizen survey paid this year.  

• Actual 2010 expenditures for the City Manager’s Office are 8.5 percent lower due to reduced facilities 
charges resulting from the purchase of the Municipal Court and lower professional services costs, such as the 
federal lobbyist (which was funded for 2009 only), as well as the timing of outside agency funding payments 
and other one-time 2009 expenditures. 

• Actual 2010 expenditures for the Parks & Community Services Department are 5.1 percent lower 
primarily due to the timing of human service agency grants and reductions to staffing levels.    

• Actual 2010 expenditures for the Public Works Department are 10.4 percent lower almost entirely due 
to staffing reductions and reallocations. 

• Actual 2010 expenditures for the Finance and Administration Department ended the year 0.6 percent 
ahead of 2009 largely due to 2009 election costs which were paid in 2010. 

 

(Continued on page 5) 

 
Compared to 
2009,  2010 
General Fund 
actual 
expenditures are 
0.3 percent lower 
primarily due to 
lower personnel 
costs and despite 
higher costs for 
jail costs and fire 
suppression 
overtime as noted 
in the explanation 
of Police and Fire 
Department 
expenditures. 
 

General Fund Revenue continued 

F i n a n c i a l  M a n a g e m e n t  R e p o r t  a s  o f  D e c e m b e r  3 1 ,  2 0 1 0  

- 2.00 4.00 6.00 8.00 10.00 12.00 14.00 

Utility Taxes

General Sales Tax

Selected Taxes through December 31
2010 and 2009

2010

2009

$ Million

- 0.50 1.00 1.50 

Building/Structural 
Permits

Plan Check Fees 

Planning Fees

Engineering 
Charges

Development Related Fees through December 31
2010 and 2009

2010

2009

$ Million

% %
12/31/2009 12/31/2010 Change 2009 2010 Change 2009 2010

Non-Departmental 1,170,201      1,452,541      24.1% 1,254,877      1,525,820      21.6% 93.3% 95.2%

City Council 343,678         345,605         0.6% 353,175         353,130         0.0% 97.3% 97.9%

City Manager's Office 3,221,365      2,947,807      -8.5% 3,434,631      3,115,861      -9.3% 93.8% 94.6%

Human Resources 1,009,257      1,006,757      -0.2% 1,081,720      1,124,972      4.0% 93.3% 89.5%

City Attorney's Office 1,002,792      983,610         -1.9% 993,790         984,121         -1.0% 100.9% 99.9%

Parks & Community Services 6,959,926      6,605,932      -5.1% 7,621,687      6,722,519      -11.8% 91.3% 98.3%

Public Works (Engineering) 3,485,236      3,123,823      -10.4% 3,629,985      3,340,832      -8.0% 96.0% 93.5%

Finance and Administration 3,509,598      3,529,461      0.6% 3,671,314      3,743,652      2.0% 95.6% 94.3%

Planning & Community Development 2,733,663      2,610,736      -4.5% 2,835,702      2,730,557      -3.7% 96.4% 95.6%

Police 16,117,610    16,988,616    5.4% 16,557,994    17,188,807    3.8% 97.3% 98.8%

Fire & Building 17,740,161    17,530,845    -1.2% 17,732,645    17,319,527    -2.3% 100.0% 101.2%

Total Expenditures 57,293,487 57,125,733 -0.3% 59,167,520 58,149,798 -1.7% 96.8% 98.2%

Other Financing Uses:

Interfund Transfers 1,705,441      1,024,920      -39.9% 1,705,441      1,024,920      -39.9% 100.0% 100.0%

Total Other Financing Uses 1,705,441    1,024,920    -39.9% 1,705,441    1,024,920    -39.9% 100.0% 100.0%

Total Expenditures & Other Uses 58,998,928 58,150,653 -1.4% 60,872,961 59,174,718 -2.8% 96.9% 98.3%

Budgeted and actual expenditures exclude working capital, operating reserves, and capital reserves.

Department Expenditures

% of BudgetYear-to-Date Actual Budget
General Fund

Attachment A
E-Page 92



P a g e  5  

F i n a n c i a l  M a n a g e m e n t  R e p o r t  a s  o f  D e c e m b e r  3 1 ,  2 0 1 0  

Sales Tax Revenue Analysis   
Year-to-date revenue performance ended up 4.6 percent compared 
to the same period last year, which continued the positive trend experi-
enced for most of 2010.  Strong performance in the automotive/gas 
retail, wholesale services and other retail sector revenue are the pri-
mary factors.  However, the normalized increase drops to about 3.8 
percent ahead of last year when field recoveries (one-time collections 
resulting from Washington State Department of Revenue audits) are 
factored out.  (see tables on page 6). 

Business sector comparison to the same period last year: 
The auto/gas retail sector ended up 14.4 percent compared to last year.  Positive performance was experienced 
throughout most of the year.  October (December receipts) was the strongest month in 2010 nationally (February receipts 
were the strongest month for local dealers).  National auto sales in 2009 were at their lowest in more than 25 years as a 
result of the recession.  Several analysts predict that 2011 will be even better, increasing to 13 million vehicles from an 
estimated 12 million vehicles in 2010.  Hopefully this will be reflected locally as this sector has been the primary driver in 
the recovery of 2010 sales tax revenue—providing more than two thirds of the dollar gain. 

Other retail was up 4.1 percent compared to last year primarily due to internet retailers, health care, furniture, food 
retail, and electronics (even though electronic and furniture have slumped in recent months).  

The retail eating/drinking sector continued to struggle, down 5.6 percent compared to last year.  

Even though the fourth quarter of 2010 showed improvement, the general merchandise/miscellaneous retail sector 
ended the year down 9.5 percent compared to last year.  This sector continues to be the largest drain on revenue per-
formance this year.  Hopefully this sector will remain stable in 2011 and contribute to the continuing recovery of sales tax 
revenue in 2011. 

Wholesale finished up 33.2 percent compared to last year.  However, this sector has been significantly impacted by 
field recoveries—factoring these out reduces the increase to about 23 percent.  The change in the streamlined sales tax 
sourcing rule change (which may also be a factor in the substantial amount in field recoveries) is benefitting this sector 
and there are some signs of increased development activity. 

The services sector was up 12.3 percent compared to last year, largely due to temporary agency and consulting ser-
vices, software, and publishing, all impacted by streamlined sales tax rule changes.  The accommodations sector contin-
ues to improve, up 13.2 percent compared to last year. 

The miscellaneous sector ended up 5.3 percent compared to last year due to manufacturing (most likely due to 
changes in streamlined sales tax sourcing) and despite declines in finance/insurance and real estate. 

The contracting sector performance was up 0.5 percent compared to last year. However, this sector has been signifi-
cantly impacted by field recoveries.  Factoring these out, the sector would be down 0.8 percent.  Although this sector 
stabilized in 2010, revenue is 42 percent down from 2007 (almost $1.3 million). 

The communications sector finished down 9.5 percent compared to last year due to changes in development activity 
as well as declining revenue from telecommunications companies. 

Streamlined Sales 
Tax 
Washington State 
implemented new 
local coding sales tax 
rules as of July 1, 
2008 as a result of 
joining the national 
Streamlined Sales 
Tax Agreement.  
Negative impacts 
from this change are 
mitigated by the 
State of Washington.  
About $115,000 of 
revenue was 
received for 2010. 
 
 
 
 
Neighboring Cities 
Bellevue and 
Redmond 2010 sales 
tax revenue through 
December is down 
4.8 percent and 3.5 
percent respectively 
compared to the 
same period in 2009.  
 
 

• Actual 2010 expenditures for the Planning and Community Develop-
ment Department are 4.5 percent behind due to one-time 2009 costs 
for the Shoreline Master Plan update, as well as staffing reductions. 

• Actual 2010 expenditures for the Police Department ended the year 5.4 
percent ahead of 2009 due to personnel costs.  Several positions were 
filled throughout 2010 in anticipation of annexation, which commences 
June 1, 2011.  Total annexation personnel expenditures include increases 
for equipment and supplies for the new staff.  Jail costs are 1.7 percent 
ahead of 2009.  These costs have been a concern over the last few years.  
The City has negotiated new contracts with other agencies for lower rates 
than those charged by King County, although the total jail population and bed 
days continues to increase, causing expenses to outpace the budget.  The overage was offset by savings in other Police functions. 

• Actual 2010 expenditures for the Fire & Building Department are 1.2 percent behind 2009 due to lower personnel costs due 
to reduced building staff resulting from declining development activity and related revenue.  Fire suppression overtime expenses in 
2010 exceeded the annual budget by more than 42 percent, pushing the fire portion of the department over budget for the bien-
nium. Salary savings from a vacant Fire position and under-expenditures in other City departments helped absorb the overage. 

 

Kirkland Transit Center Design 

- 2 4 6 8 10 12 14 

Sales Tax Receipts
through December 2010 and 2009

$ Millions

2010: $12.81 M 

2009: $12.24 M 

Attachment A
E-Page 93



P a g e  6  

When analyzing monthly sales tax receipts, there are two items of special note: First, 
most businesses remit their sales tax collections to the Washington State Department 
of Revenue on a monthly basis.  Small businesses only have to remit their sales tax 
collections either quarterly or annually, which can create anomalies when comparing 
the same month between two years.  Second, for those businesses which remit sales 
tax monthly, there is a two month lag from the time that sales tax is collected to the 
time it is distributed to the City.  For example, sales tax received by the City in De-
cember is for sales activity in October. Monthly sales tax receipts through December 
2009 and 2010 are compared in the table above. 

 
Kirkland’s sales tax base is 
comprised of a variety of 
businesses which are grouped and 
analyzed by business sector 
(according to NAICS, or “North 
American Industry Classification 
System”).  Nine business sector 
groupings are used to compare 
2009 and 2010 year-to-date sales 
tax receipts in the table to the left.  

Comparing to the same pe-
riod last year: 

Totem Lake, which accounts 
for over 30 percent of the total 
sales tax receipts, was up 4.4 
percent primarily due to sig-

nificant improvement in automotive/gas retail sales and retail 
furniture/electronics. About 66 percent of this business dis-
trict’s revenue comes from the auto/gas retail and general 
merchandise/miscellaneous retail sectors. 

NE 85th Street, which accounts for almost 16 percent of the 
total sales tax receipts, was up 0.3 percent primarily due to 
an increase in the  automotive/gas retail and despite declines 
in the general merchandise/miscellaneous retail sectors. 
These two sectors contribute over 85 percent of this business 
district’s revenue. 

Downtown, which accounts for 7 percent of the total sales 
tax receipts, was down 3.7 percent due to the loss of sev-
eral retailers and declines in the retail eating/drinking sector.  
The retail eating/drinking, accommodations, and other retail 

Kirkland’s sales tax base is 
further broken down by busi-
ness district (according to 
geographic area), as well as 
“unassigned or no district” for 
small businesses and busi-
nesses with no physical pres-
ence in Kirkland. 

• Monthly  revenue performance  in 2010  has improved from the 
mostly double digit declines experienced throughout 2009. 

• The dampening of automobile sales comparisons to last year 
caused by the “cash for clunkers”  sales spike is indicated by the 
smaller gains in August and September. 

• October 2010 was down 5% from October 2009, which was the 
first negatively impacted month in 2010 since March. The down-
turn was largely due to significant declines in auto/gas retail 
sales. This comparison was largely impacted by the spike in 
sales in 2009 due to the “cash for clunkers” program. 

• December revenue increased significantly after experiencing 
soft performance in the previous two months.  The increase is 
largely caused by higher auto/gas retail sales, a large receipt 
from a software company, and improvement in the general mer-
chandise/miscellaneous retail sector.  Negative performance 
continued in contracting, other retail, retail eating/drinking and 
communications sectors.  

 

sectors provide over 68 percent of this business district’s revenue. 

Carillon Point & Yarrow Bay, which account for 2.8 percent of 
the total sales tax receipts, was up 11.1 percent compared to 
last year primarily due to a strong performance in the retail eat-
ing/drinking sector and a positive performance in other retail and 
the accommodations sectors.  About 65 percent of this business 
district’s revenue comes from business services, retail eating/
drinking and accommodations. 

Houghton & Bridle Trails, which accounts for 2.5 percent of 
the total sales tax receipts, was up 3.2 percent collectively al-
most entirely due to miscellaneous retail and other retail.  A major 
supermarket was re-opened in May, which positively impacted this 
sector during the third and fourth quarters.  These sectors provide 
over 71 percent of these business districts’ revenue. 

Juanita, which accounts for about 2 percent of the total sales tax 
receipts, was down 2.9 percent primarily due to a poor perform-
ance in the retail automotive/gas sector and the retail eating/
drinking sectors. Retail eating/drinking, miscellaneous retail and 
personal services provide almost 71 percent of this business dis-
trict’s revenue. 

F i n a n c i a l  M a n a g e m e n t  R e p o r t  a s  o f  D e c e m b e r  3 1 ,  2 0 1 0  

Dollar Percent
Month 2009 2010 Change Change

January 994,146         945,992         (48,154)         -4.8% 
February 1,224,935      1,364,023      139,088         11.4% 
March 954,492         937,460         (17,032)         -1.8% 
April 867,726         953,914         86,188          9.9% 
May 1,007,790      1,094,845      87,055          8.6% 
June 900,630         1,009,111      108,481         12.0% 
July 945,877         1,035,279      89,402          9.5% 
August 1,091,599      1,136,223      44,624          4.1% 
September 1,107,188      1,142,588      35,400          3.2% 
October 1,109,409      1,053,781      (55,628)         -5.0% 
November 1,076,996      1,089,394      12,398          1.2% 
December 964,139         1,044,246      80,107          8.3% 
Total 12,244,927 12,806,856 561,929       4.6% 

Sales Tax Receipts
City of Kirkland Actual Monthly Sales Tax Receipts

Business Sector Dollar Percent Percent of Total
Group 2009 2010 Change Change 2009 2010

Services 1,450,142 1,628,449 178,307            12.3% 11.8% 12.7% 

Contracting 1,727,379 1,735,361 7,982                0.5% 14.1% 13.6% 

Communications 481,053 435,142 (45,911)             -9.5% 3.9% 3.4% 

Auto/Gas Retail 2,650,594 3,031,778 381,184            14.4% 21.6% 23.7% 

Gen Merch/Misc Retail 1,929,745 1,746,268 (183,477)           -9.5% 15.8% 13.6% 

Retail Eating/Drinking 1,126,930 1,063,668 (63,262)             -5.6% 9.2% 8.3% 

Other Retail 1,546,911 1,610,387 63,476              4.1% 12.6% 12.6% 

Wholesale 546,513 728,195 181,682            33.2% 4.5% 5.7% 

Miscellaneous 785,660 827,608 41,948              5.3% 6.4% 6.5% 

Total 12,244,927 12,806,856 561,929          4.6% 100.0% 100.0% 

City of Kirkland Actual Sales Tax Receipts

January-December
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When reviewing sales tax 
receipts by business district, 
it’s important to point out 
that about 41 percent of the 
revenue received in 2010 is 
in the “unassigned or no 
district” category largely due 
to contracting  revenue and 
increasing revenue from 
Internet, catalog sales and 
other businesses located 
outside of the City.    

Sales Tax Revenue Outlook  Sales tax receipts have been positive for most of 2010 compared to 2009, as illustrated in the 
monthly chart on the previous page.  One-time field recoveries have supplemented the increase by almost a full percentage point.  Upside 
trends pose potential risks—the automotive/gas retail sector has contributed the largest amount of gain, but this sector is very sensitive to 
economic conditions.  Contracting has stabilized from the severe downturn it experienced last year, but it is also sensitive to the economy 
and revenue trends are much lower than just a few years ago.  Performance in key retail sectors—general merchandise/miscellaneous re-
tail—has been stable the last three months of 2010, while retail eating/drinking has not shown signs of recovery.  The impact from stream-
lined sales tax sourcing rule changes has negatively impacted some sectors, but is offset by gains in others.  The shaky economic recovery 
poses significant risk to the City’s ability to maintain services, since sales tax remains the largest general fund revenue source this year.  
Changes in revenue structure over the last few years has provided some balance to offset the volatility inherent in sales tax.     

Economic Environment Update  While the state economy continues to expand, the fourth 
quarter continues the slow recovery after a strong growth last spring.  Employment growth has 
continued at a slow pace with about 1,000 private sector jobs added per month, too slow to re-
duce the state’s unemployment rate.  At the end of 2010, the state had 177,000 less non-farm 
jobs than it did at the peak of 2008.  The state’s chief economist concurs with the national asser-
tion that the recession has ended in Washington State, but recovery remains fragile and volatile.  
The state’s latest economic and revenue update points out that while the recession may have 
ended, it continues to weigh on the economy.  The housing market is expected to remain de-
pressed for quite a while due to foreclosures and hesitant buyers.  Banking is also expected to 
struggle with more consolidations and failures.  On the positive side, consumers have begun 
spending more, Boeing is predicting a 20% increase in production and maintains a backlog of or-
ders, software sectors are projected to begin growing again in 2011, and the demand for overseas 
exports appears to be increasing.   
The U.S. consumer confidence index dropped to 53.3 in December compared to 54.3 in No-
vember, primarily due to continuing high unemployment and other negative economic news.  The 
monthly index changes have been particularly volatile in 2010, reflecting the uncertain economic 
conditions.  An index of 90 indicates a stable economy and one at or above 100 indicates growth. 
King County’s unemployment rate was 8.4 percent in December 2010, which was the same 
rate experienced in December 2009. While remaining high, King County is lower than both Wash-
ington State and national rates, which are 9.2 and 9.1 percent respectively.   
The Western Washington chapter of Purchasing Managers survey index short-term out-
look rose to 64.2 in December from 62.6 in November.  The long-term outlook index also rose to 
71.1 from 59.5.  An index reading greater than 50 indicates a growing economy, while scores be-
low suggest a shrinking economy. 
 

(Continued on page 8) 

OFFICE VACANCIES: 

According to CB Richard Ellis Real 
Estate Services, the Eastside 
vacancy rate is 18 percent for the 
fourth quarter 2010 which is 
slightly less than the same quar-
ter last year (18.3 percent).  
Kirkland’s 2010 vacancy rate is 
24.2 percent.   

The Puget Sound regional market 
recovery appears to continue 
with 304,220 square feet of posi-
tive absorption during the fourth 
quarter, with less than 1 percent 
occurring on the Eastside.  Posi-
tive absorption occurs when the 
total amount of available office 
space decreases during a set 
period.  

Looking ahead to 2011 there is 
expected growth in technology 
companies, which is the East-
side’s major strength in the  
market. 

Brokers agree that as the econ-
omy improves vacancy rates will 
continue to drop and rental rates 
will increase. 

LODGING TAX REVENUE: 

Lodging tax 2010 revenue ended 
the year ahead 2.6 percent com-
pared to the same period last 
year.  
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City of Kirkland Sales Tax by Business District

Dollar Percent

Business District 2009 2010 Change Change 2009 2010

Totem Lake 3,796,711 3,962,956 166,245         4.4% 31.0% 30.9%

NE 85th St 2,034,787 2,040,857 6,070             0.3% 16.6% 15.9%

Downtown 929,004 894,343 (34,661)          -3.7% 7.6% 7.0%

Carillon Pt/Yarrow Bay 321,163 356,940 35,777           11.1% 2.6% 2.8%

Houghton & Bridle Trails 304,671 314,411 9,740             3.2% 2.5% 2.5%

Juanita 273,208 265,373 (7,835)           -2.9% 2.2% 2.1%

Unassigned or No District:

   Contracting 1,727,807 1,735,759 7,952             0.5% 14.1% 13.6%

   Other 2,857,575 3,236,217 378,642         13.3% 25.6% 27.3%

Total 12,244,927 12,806,856 561,930       4.6% 100.0% 100.0%

Jan - Dec Receipts Percent of Total
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Economic Environment Update continued 

Local development activity through December comparing 2010 
to 2009, as measured by the valuation of City of Kirkland building 
permits, is illustrated in the chart to the right.  Activity remains 
improved in the single family sector.  However, activity in the mixed 
use/multifamily, commercial and public sectors is low and the 2010 
building permit valuation is 46 percent below the same period in 
2009. 

Closed sales of new and existing single-family homes on the 
Eastside are up 1.3 percent in December 2010 compared to De-
cember 2009, and the median price increased 1.9 percent 
($530,000 compared to $520,000).  Closed sales for condominiums 
were also up 9.2 percent, but the median price dropped 11.6 per-
cent (to $248,500 from $281,200). December year-over-year sales was the largest since the federal tax credits expired, with just four 
fewer houses selling in December 2010 than in December 2009. In December, all areas of King County, except the Eastside, saw the 
median price of single family homes decline.   

Seattle metro consumer price index (CPI) annual average was up 0.80 percent compared to 2009. The June index is the contrac-
tual basis for budgeting COLA increases, the June index was down 0.10 percent compared to June 2009, which means that employees 
will receive no cost of living adjustment in 2011, which is the second consecutive year with no adjustment. Looking ahead to 2011, a 
Reuters poll of economists suggests an eventual rise in inflation as economic growth strengthens. Inflation is the rise of the general 
price resulting in a reduced value of the dollar and purchasing power. 
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Investment Report  

MARKET OVERVIEW 
Throughout 2010, investment earning opportunities continued at 
all time lows. The Fed Funds rate remained in the range of 0.00 
percent to 0.25 percent for all of 2010.  As can be seen in the 
accompanying graph, the treasury yield curve remained low on 
the short end of the curve and dropped about one half percent 
in the middle of the curve. 

CITY PORTFOLIO 

It is the policy of the City of Kirkland to invest public funds in a 
manner which provides the highest investment return with maxi-
mum security, while meeting the City’s daily cash flow require-
ments and conforming to all Washington state statutes govern-
ing the investment of public funds.  

The primary objectives for the City of Kirkland’s investment ac-
tivities are: legality, safety, liquidity and yield.  Additionally, the 
City diversifies its investments according to established maxi-

mum allowable exposure limits, so that reliance on any one is-
suer will not place an undue financial burden on the City.  

The City’s portfolio increased to $118.3 million at the end of 
2010 with the issuance of $35 million in Build America Bonds for 
the Public Safety Building.  Apart from the bond issuance, the 
portfolio would have decreased about $10 million primarily due 
to the purchase of the property for the Public Safety Building.  

Diversification 

The City’s current investment portfolio is composed of Govern-
ment Sponsored Enterprises (GSEs) bonds, State and Local Gov-
ernment bonds, the State Investment Pool and an overnight 
bank sweep account.  Kirkland’s Investment Policy allows up to 
100% of the portfolio to be invested in US Treasuries or US Gov-
ernment Sponsored Enterprises (GSEs) securities with a limit of 
30% of the portfolio invested in any one agency. 
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3/31/2006 3/31/2007 2006 2007 2006 2007

General Gov't Operating:

General Fund 11,359,810 12,750,856 50,785,235 53,460,486 22.4% 23.9%

Other General Gov't Operating Funds 4,037,710 3,753,650 15,072,831 17,384,421 26.8% 21.6%

Total General Gov't Operating 15,397,520 16,504,506 65,858,066 70,844,907 23.4% 23.3%

Utilities:

Water/Sewer Operating Fund 3,876,429 4,265,210 15,492,943 16,932,266 25.0% 25.2%

Surface Water Management Fund 430,810 518,006 4,939,600 5,672,207 8.7% 9.1%

Solid Waste Fund 1,819,378 1,900,195 7,247,024 7,828,067 25.1% 24.3%

Total Utilities 6,126,617 6,683,411 27,679,567 30,432,540 22.1% 22.0%

Total All Operating Funds 21,524,137 23,187,917 93,537,633 101,277,447 23.0% 22.9%

* Budgeted and actual expenditures exclude working capital, operating reserves, capital reserves, and include interfund transfers.

Expenditures by Fund
Actual Budget % of Budget
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Investment Report continued 

Liquidity 

During 2010, the average matur-
ity of the City’s investment port-
folio increased from 0.72 years to 
1.07 years.  This was a result of 
the purchase of securities with 
longer maturities in order to 
achieve greater return.  The ef-
fective duration, if the bonds 
with call features are called, is 
about 0.34 years.  A shorter du-
ration in times of low interest is preferable so that the portfolio is positioned to invest as rates in-
crease. The 2 year treasury rate is used to establish the target duration of the City’s portfolio as 
seen in the table to the right.  

Yield 

The City Portfolio yield to maturity de-
creased from 1.66 percent on December 
31, 2009 to 1.00 percent on December 
31, 2010.  Through December 31, 2010, 
the City’s annual average yield to ma-
turity was 1.61 percent, which signifi-
cantly outperformed the State Invest-
ment Pool annual average yield at 0.26 
percent and as well as the 2-Year 
Treasury Note 2-year rolling average at 
December 31, 2010 which was 0.80 
percent.  

The City’s practice of investing further out on the yield curve than the State Investment Pool results 
in earnings higher than the State Pool during declining interest rates and lower earnings than the 
State Pool during periods of rising interest rates.  This can be seen in the graph above.  

 

 

 

2010 ECONOMIC  
OUTLOOK and  
INVESTMENT  
STRATEGY 

The professional forecasters 
of the Federal Reserve Bank 
of Philadelphia expect eco-
nomic growth of 3.2 percent 
in 2011 following an ap-
proximate 2.9 percent in-
crease in 2010.  CPI inflation 
for 2011 is expected to be 
2.5 percent.  The unemploy-
ment rate is expected to 
average 9.1 percent for 
2011.  The Fed Funds rate, 
currently at 0.00 to 0.25 
percent, is expected to stay 
at this level throughout 2011 
and possibly through the 
first quarter of 2012. 

 

Investment opportunities 
which provide greater yield 
are limited during this period 
of very low interest rates. 
The goal for 2011 will be to 
watch the movement of the 
interest rates and determine 
the best time to begin in-
creasing the duration of the 
portfolio by purchasing 
longer term, higher yielding 
securities.  Total investment 
income for 2011 is estimated 
to be $785,000, less than 
half of the interest income 
for 2010 of $1,621,752.  
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Benchmark 
Comparison 

December 
31, 2009 

December 
31, 2010 

City Yield to Maturity (YTM) 1.66% 1.00% 

City Average YTM 2.74% 1.61% 

City Year to Date Cash Yield 3.04% 1.75% 

90 Day Treasury Bill 0.70% 0.26% 

2 yr Rolling Avg 2 yr T Note 1.44% 0.80% 
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Reserve Summary  

General Operating Reserve  

For the City’s “Rainy Day” fund, the target is 
established by fiscal policy at five percent of 
the operating budget (excluding utility and 
internal service funds).  Each year, the target 
amount will change proportional to the change 
in the operating budget.  To maintain full 
funding, the increment between five percent 
of the previous year’s budget and the current 
budget would be added or subtracted utilizing 
interest income and year-end transfers from 
the General Fund.  It is a reserve to be used 
for unforeseen revenue losses and other tem-
porary events.  If the reserve is utilized by the 
City Council, the authorization should be ac-
companied by a plan for replenishing the re-
serve within a two to three year period. 
 
Revenue Stabilization Reserve 
The Revenue Stabilization Reserve was ap-
proved by Council in July 2003 and was created 
by segregating a portion of the General Oper-
ating Reserve.  The purpose of this reserve is 
to provide an easy mechanism to tap reserves 
to address temporary revenue shortfalls result-
ing from temporary circumstances (e.g. eco-
nomic cycles, weather-related fluctuations in 
revenue).  Council set the target at ten per-
cent of selected General Fund revenue sources 
which are subject to volatility (e.g. sales tax, 
development fees and utility taxes).  The 
Revenue Stabilization Reserve may be used in 
its entirety; however, replenishing the reserve 
will constitute the first priority for use of year-
end transfers from the General Fund at the 
end of the biennium. 
 
Contingency Fund 

The Contingency Fund was established pursu-
ant to RCW 35A.33.145 to “provide monies 
with which to meet any municipal expense, 
the necessity or extent of which could not 
have been foreseen or reasonably evaluated at 
the time of adopting the annual budget.”  
State law sets the maximum balance in the 
fund at $.375 per $1,000 of assessed valuation.  
This reserve would be used to address unfore-
seen expenditures (as opposed to revenue 
shortfalls addressed by the Revenue Stabiliza-
tion Reserve).  The fund can be replenished 
through interest earnings up to the maximum 
balance or through the year-end transfer if 
needed. 
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Reserves are an important indicator of the City’s fiscal health.  They 
effectively represent “savings accounts” that are established to meet 
unforeseen budgetary needs (general purpose reserves) or are other-
wise dedicated to a specific purpose (special purpose reserves).   The 
City’s reserves are listed with their revised budgeted  balances at the 
end of the biennium in the table below: 

General Government & Utility Reserves Summary

2009-10 Est 2009-10 2009-10 Revised 2009-10
End Balance Auth. Uses Auth. Additions End Balance

GENERAL PURPOSE RESERVES

 Contingency 2,324,515 607,837 320,600 2,037,278

General Capital Contingency 2,444,561 338,317 2,106,244

Park & Municipal Reserve:

General Oper. Reserve (Rainy Day) 2,712,836 2,712,836

Revenue Stabilization Reserve 1,082,380 1,082,380 0

Building & Property Reserve 2,059,669 125,000 1,934,669

 Council Special Projects Reserve 271,960 150,426 80,000 201,534

Total General Purpose Reserves 10,895,921 2,303,960 400,600 8,992,561

SPECIAL PURPOSE RESERVES

Excise Tax Capital Improvement:
REET 1 8,370,417 2,349,314 266,078 6,287,181
REET 2 8,134,095 361,336 8,495,431

Equipment Rental:

Vehicle Reserve 6,421,787 6,421,787
Radio Reserve 36,000 36,000 0

Information Technology:

PC Replacement Reserve 494,373 494,373
Major Systems Replacement Reserve 247,900 200,000 197,600 245,500

Facilities Maintenance:

Operating Reserve 550,000 550,000
Facilities Sinking Fund 1,051,963 1,051,963

Impact Fees

Roads 3,429,578 3,429,578
Parks 237,809 237,809

Park Bond Reserve 558,981 558,981

Cemetery Improvement 523,405 523,405

Off-Street Parking 204,410 204,410

Tour Dock 70,175 70,175

Street Improvement 994,576 32,567 962,009

Firefighter's Pension 1,590,102 1,590,102

Park & Municipal Reserve:

Litigation Reserve 51,329 51,329
Labor Relations Reserve 67,183 67,183
Police Equipment Reserve 48,093 48,093
LEOFF 1 Police Reserve 612,029 612,029
Facilities Expansion Reserve 800,000 800,000
Development Services Reserve 457,331 457,331
Tree Ordinance 28,980 28,980
Donation Accounts 161,257 161,257
Revolving Accounts 86,175 86,175

Water/Sewer Operating Reserve 1,799,424 1,799,424

Water/Sewer Debt Service Reserve 826,759 826,759

Water/Sewer Capital Contingency 3,018,240 359,200 68,998 2,728,038

Water/Sewer Construction Reserve 9,444,066 89,787 9,354,279

Surface Water Operating Reserve 394,485 394,485

Surface Water Capital Contingency 617,690 617,690

Surface Water-Transp. Related Rsv 1,302,179 38,126 1,264,053

Surface Water Construction Reserve 3,186,434 3,186,434

Total Special Purpose Reserves 55,817,225 3,104,994 894,012 53,606,243

Grand Total 66,713,146 5,408,954 1,294,612 62,598,804

Reserves
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Reserve Summary continued 

The summary above details all Council 
authorized uses and additions to each 
reserve for the biennium through   
December 2010.   

The table to the left compares 
the revised ending balance to the 
targets established in the budget 
process  for those reserves with 
targets. 
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Use of the Revenue Stabilization 
Reserve was part of the budget-
balancing strategy for the  
2009-10 biennial budget.  Replen-
ishment of this reserve will be the 
first priority for use of available 
year-end funds.  

General Government & Utility Reserves Targets Summary

Revised 2009-10 2009-10 Over (Under)
End Balance Target Target

Contingency 2,037,278 4,915,571 (2,878,293)

General Capital Contingency 2,106,244 9,032,430 (6,926,186)

Park & Municipal Reserve:

General Oper. Reserve (Rainy Day) 2,712,836 3,567,649 (854,813)

Revenue Stabilization Reserve 0 2,188,803 (2,188,803)

Council Special Projects Reserve 201,534 250,000 (48,466)

General Purpose Reserves with Targets 7,057,892 19,954,453 (12,896,561)

Excise Tax Capital Improvement:
REET 1 6,287,181 1,653,500 4,633,681
REET 2 8,495,431 8,477,130 18,301

Firefighter's Pension 1,590,102 1,103,000 487,102

Park & Municipal Reserve:

Litigation Reserve 51,329 50,000 1,329

Water/Sewer Operating Reserve 1,799,424 1,799,424 0

Water/Sewer Debt Service Reserve 826,759 826,759 0

Water/Sewer Capital Contingency 2,728,038 3,018,240 (290,202)

Surface Water Operating Reserve 394,485 394,485 0

Surface Water Capital Contingency 617,690 617,690 0

Special Purpose Reserves with Targets 22,790,439 17,940,228 4,850,211

Reserves without Targets 32,750,473 n/a n/a

Total Reserves 62,598,804 n/a n/a

GENERAL PURPOSE RESERVES

SPECIAL PURPOSE RESERVES

Reserves

USES AND ADDITIONS HIGHLIGHTS

RESERVE  AMOUNT DESCRIPTION RESERVE  AMOUNT DESCRIPTION

2009-10 Council Authorized Uses 2009-10 Council Authorized Additions
Contingency $54,750 Verizon franchise negotiations

$188,262 Hydrant Costs

$272,000 2009 Firefighter Overtime

$3,545 Return 2008 Interest Backfill to General Fund

$89,280 Reserve Fire Fighter Compensation

General Capital Contingency $64,000 Downtown Transit Center

$43,800 NE 73rd Street Sidewalk additional funding

$98,544 Return 2008 Interest Backfill to General Fund

$60,170 Pandemic Flu Supplies

$71,803 NE 73rd Street Sidewalk

Revenue Stabilization Reserve $1,082,380 Backfill General Fund revenue deficit

Building & Property Reserve $125,000 Return 2008 Interest Backfill to General Fund

Council Special Projects Reserve $2,000 Council Retreat facilitator

$26,000 Funding for federal lobbyist services for 2009

$25,000 Funding for Neighborhood Connections in 2010

$20,000 Hopelink relocation

$13,770 Flexpass program

$12,506 Bank of America project review process

$5,000 Council special investigation

$12,400 Medical transport fee consultant contract

$20,000 ParkPlace Development Agreement Legal/Financial 

$13,750 Annexation Shoreline Master Plan Services

Excise Tax Capital REET 1 $2,349,314 Municipal Court Building purchase

Equipment Rental Radio Reserve $36,000 Police radios purchase

IT Major Systems Repl. Reserve $200,000 Permit Plan System replacement

Street Improvement Fund $23,000 99th Place NE/100th Ave NE Sidewalk

$9,567 2009 Annual Striping Program

Water/Sewer Capital Contingency $54,000 Additional funding of $54,000 for telemetry system 
upgrades at Supply Station #2 to coincide with a City-
wide upgrade of telemetry panels at other water facility 
sites. 

$128,000 Funding for the completion of the 2009 Water System 
Improvement Project. 

$17,200 NE 73rd Street Sidewalk (watermain replacement) 
additional funding

$40,000 3rd Street Watermain Replacement

$120,000 116th Ave NE (Highlands) Sidewalk Project Water 
System Upgrades

Water/Sewer Construction Reserve $21,787 Bridle View Annexation Water System Purchase from 
Redmond

$68,000 NE 116th Str Interchange Water Line Upgrade 
w/WSDOT

Surface Water-Transp. Related Rsv $23,000 Downtown Transit Center (surface water component)

$15,126 NE 124th Street/124th Ave NE Intersection 
Improvements (surface water component)

Contingency $50,000 Reimbursement from Verizon for franchise 
negotiations

$270,600 Replenish reserve from 2009 General Fund 
expenditure savings

Council Special Projects Reserve $80,000 Replenish reserve from 2009 General Fund 
expenditure savings

Excise Tax Capital REET 1 $266,078 Closed Capital Projects

Excise Tax Capital REET 2 $361,336 Closed Capital Projects

Major Systems Replacement Reserve $197,600 Closed Capital Projects

Water Sewer Capital Contingency $68,998 Closed Capital Projects
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The Financial Management Report (FMR) is a high-level 
status report on the City’s financial condition that is 
produced quarterly.  

• It provides a summary budget to actual com-
parison for year-to-date revenues and expendi-
tures for all operating funds.  The report also com-
pares this year’s actual revenue and expenditure 
performance to the prior year. 

• The Sales Tax Revenue Analysis report takes a 
closer look at the City’s largest and most economi-
cally sensitive revenue source. 

• Economic environment information provides a 
brief outlook at the key economic indicators for the 
Eastside and Kirkland such as office vacancies, resi-
dential housing prices/sales, development activity, 
inflation and unemployment. 

• The Investment Summary report includes a brief 
market overview, a snapshot of the City’s invest-
ment portfolio, and the City’s year-to-date invest-
ment performance. 

• The Reserve Summary report highlights the uses 
of and additions to the City’s reserves in the cur-
rent year as well as the projected ending reserve 
balance relative to each reserve’s target amount. 

Economic Environment Update References: 

• Carol A. Kujawa, NAPM-Western Washington Report On Business, National Assoc. of Purchasing Management, 
December, 2010 

• Eric Pryne, Hot December for King County Home Sales, The Seattle Times, January 5, 2011 

• Eric Engleman, WA’s economic outlook: Washington is growing again, but at an ‘erratic’ pace, December 31, 2010 

• Leah Schnurr, U.S. growth, inflation seen strengthening in 2011: Reuters poll, News Daily, February 09, 2011 

• CB Richard Ellis Real Estate Services, Market View Puget Sound, Fourth Quarter 2010 

• Economic & Revenue Update— Washington State Economic & Revenue Forecast Council 

• Consumer Board Confidence Index 

• U.S. Bureau of Labor Statistics 

• Washington State Employment Security Department  

• Washington State Department of Revenue 

• Washington State Department of Labor & Industries 

• City of Kirkland Building Division 

• City of Kirkland Finance & Administration Department 
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January 2011 Financial Dashboard Highlights 

February 17, 2011 

• The dashboard report reflects the 2011 annual budget adopted by City Council December 7, 2010.  The 
actual revenues and expenditures summarized in the dashboard reflect one month of data, which 
represents 8.33% of the calendar year. For many line items only one month of data makes it difficult to 
assess the trend. In addition, January results are preliminary as Finance is in the final stages of closing 
out 2010 in the financial system. 
 
This report will be a challenge to interpret in 2011 due to annexation, which will impact expenditures 
and revenues at different times throughout the year.  In particular, the City will incur increasing 
expenses month-by-month as we are gearing up for annexation, but no revenue from the annexation 
area will be collected until July and the bulk of the revenue will not be received until the fourth 
quarter.  As a result, in the first part of the year, we will provide two dashboards versions:  one that 
includes the annexation-related budget and one that excludes it. 

• Total General Fund revenues are slightly below expectations but higher than January 2010 due to the 
following: 

o The 2011 budget includes revenues projected for the annexation area. If annexation revenues are 
removed from the budget January revenues received would be at 5.81 percent of budget. In 2010 
January revenues were at 5.63 percent of budget. 

o Revenues for January do not reflect planned transfers into the General Fund, many of which are 
done on a quarterly basis.  In addition, selected large General Fund revenues are received in 
periodic increments including property tax (mostly received in April/May and October/November) 
and Fire District 41 and King County EMS payments (quarterly or semi-annually). 

o January sales tax revenue is up 14.4 percent compared to January 2010.  However, a substantial 
portion of the gain is one-time.  Field recoveries and large one-time receipts account for almost 
half of the gain.  The increase is 7.8 percent after factoring out these one-time events.  Sales tax 
revenue received this month is for activity in November.   

o Utility tax receipts are within budget expectations, with annexation revenues removed from the 
budget, utility taxes would be at 8.4 percent of budget. 

o The business license revenues year-to-date are ahead of last year by $56,602, and ahead of 
budget expectations.  Part of the increase is due to the renewal of Google’s business license in 
January, reflecting their ramp up in staffing.   

o Development revenues are below budget expectations, although higher than revenues in January 
2010 by $174,624. With projected annexation revenues removed from the budget, development 
revenues would be at 8.2 percent of budget.  More information about development activity in 
January is available at the end of the dashboard report. 

o Gas tax revenues fell short of expectations due to reduced usage resulting from increased prices 
(gas tax is collected on a per gallon basis). With projected annexation revenues removed from 
the budget gas tax continues to fall short of expectations at 7.8 percent of budget. 

• Total General Fund expenditures are within expectations.   

o Overall, General Fund expenditures are trailing the budget. With 2011 annexation service 
packages removed from the budget January expenditures would be at 8.1 percent of budget. 

o Fire Suppression overtime in January was $77,692.  Note that the budget does not currently 
reflect EMS transport fees or the associated overtime budget that will be added as part of the 
March adjustments.  

o Jail contract costs are in line with budget expectations and fuel costs do not reflect most of the 
January activity, which was paid on February 1 (and will appear in next month’s report).    

Attachments: January Dashboard 
  Development Services Highlights 
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City of Kirkland Budget Dashboard 2/17/2011
Annual Budget Status as of  1/31/2011   (Note 1)

Percent of Year Complete 8.33%
Status

2011 Year‐to‐Date % Received/ Current Last
Budget Actual % Expended Month Month Notes

General Fund
Total Revenues 68,552,198      3,353,425       4.9% n/a Property tax/FD41/EMS spike in 2Q
Total Expenditures (2) 69,123,399      4,969,638       7.2% n/a

Key Indicators (All Funds)
Revenues

Sales Tax 13,355,899      1,082,224       8.1% n/a Prior YTD = $ 945,992; January was 7.39% of budget in 2010
Utility Taxes 12,436,696      910,189          7.3% n/a

Business License Fees 2,841,234         302,979          10.7% n/a
Development Fees 3,961,939         274,430          6.9% n/a

Gas Tax 1,253,253         83,271            6.6% n/a
Expenditures

GF Salaries/Benefits 46,752,444      3,582,298       7.7% n/a Excludes Fire Suppression Overtime
Fire Suppression Overtime 489,872            77,692            15.9% n/a

Contract Jail Costs 1,620,868         82,127            5.1% n/a
Fuel Costs 418,500            14,607            3.5% n/a

Status Key
Revenue is higher than expected or expenditure is lower than expected
Revenue/expenditure is within expected range
WATCH ‐ Revenue/expenditure outside expected range

Note 1 ‐ Report shows annual values during the first year of the biennium (2011).
Note 2 ‐ Total budgeted expenditures exceed revenues due to planned use of reserves/cash balances to balance the budget.
n/a ‐ not applicable

REFLECTS BUDGET 
INCLUDING ANNEXATION 
REVENUES AND EXPENSES
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City of Kirkland Budget Dashboard  2/17/2011
Annual Budget Status as of  1/31/2011   (Note 1)

Percent of Year Complete 8.33%
Status

2011 Year‐to‐Date % Received/ Current Last
Budget Actual % Expended Month Month Notes

General Fund
Total Revenues 57,720,734      3,353,425       5.8% n/a Property tax/FD41/EMS spike in 2Q
Total Expenditures (2) 61,675,897      4,969,638       8.1% n/a

Key Indicators (All Funds)
Revenues

Sales Tax 12,986,200      1,082,224       8.3% n/a Prior YTD = $ 945,992; January was 7.39% of budget in 2010
Utility Taxes 10,823,609      910,189          8.4% n/a

Business License Fees 2,469,064         302,979          12.3% n/a
Development Fees 3,334,566         274,430          8.2% n/a

Gas Tax 1,063,853         83,271            7.8% n/a
Expenditures

GF Salaries/Benefits 43,282,461      3,582,298       8.3% n/a Excludes Fire Suppression Overtime
Fire Suppression Overtime 436,267            77,692            17.8% n/a

Contract Jail Costs 1,248,300         82,127            6.6% n/a
Fuel Costs 418,500            14,607            3.5% n/a

Status Key
Revenue is higher than expected or expenditure is lower than expected
Revenue/expenditure is within expected range
WATCH ‐ Revenue/expenditure outside expected range

Note 1 ‐ Report shows annual values during the first year of the biennium (2011).
Note 2 ‐ Total budgeted expenditures exceed revenues due to planned use of reserves/cash balances to balance the budget.
n/a ‐ not applicable

REFLECTS BUDGET 
EXCLUDING ANNEXATION 
REVENUES AND EXPENSES
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Development Services Report – January, 2011 
 
A review of the January 2011 permit data allows us to offer the following: 
 

• As in 2010, the January 2011 statistics continue to be reversing the downward 
trend that we witnessed in 2009. New single-family residential permit 
applications for January were up significantly with 10 applications received 
compared to 1 in January of last year. There was a slight decrease in commercial 
tenant improvement permits and single-family remodel permits (20 applications 
year to date compared to 22 last year).  

 
• The monthly average of total permits received so far in 2011 (175) was down 

compared to the monthly average for 2010 (208), but the total number of 
permits received in January 2011 (175) was higher than January 2010 (165).   

 
• Building Department revenue for January was $175,323, just slightly below (2%) 

our Base Budget projected monthly revenue average of $179,391 for the first 5 
months of 2011. This projected monthly average will increase to $237,946 
beginning in June with the additional projected revenue of $58,555 due to 
annexation area permitting. This projected monthly average will increase again 
to $416,911 for November and December with the additional projected revenue 
of $178,965 for the redevelopment of Parkplace. We hope to see some of this 
revenue sooner if Touchstone agrees to the Progressive Plan Review approach to 
provide review services during the design process. Revenue of $7,932 was 
generated in January by loaning one Building Inspector to the City of Issaquah. 
This agreement will terminate on March 1, 2011.  

 
• Public Works Department development revenue for January 2011 was $55,384, 

which is $11,177 above our monthly projected revenue average of $44,208.   
     

• Planning Department revenue for January 2011 was $40,517 which is $2,920 
above our adjusted monthly projected revenue average of $37,597 for 2011.   
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% Change % Change
2009 to 2010 2010 to 2011

January 8.9% 22.1%
February 32.3% 2.5%
March 1.0%
April 12.3%
May 38.3%
June 33.9%
July 34.2%
August 15.8%
September 3.4%
October ‐16.0%
November 12.1%
December 21.7%
Annual 14.4% 10.9%

 

CITY OF KIRKLAND 
Department of Finance & Administration 
123 Fifth Avenue, Kirkland, WA  98033  425.587.3100 
www.ci.kirkland.wa.us 

 
MEMORANDUM 
 
To: Kurt Triplett, City Manager 
 
From: Tracey Dunlap, Director of Finance & Administration  
 Neil Kruse, Senior Financial Analyst 
 
Date: February 28, 2011 
 
Subject: February Sales Tax Revenue Analysis  
 
February sales tax revenue is up 0.2 percent compared to February 2010.   Year-to-date revenue 
performance is up 6.0 percent compared to the same period last year.  Significant field recoveries last 
month skew the comparison.  The normalized increase drops to 4.6 percent ahead of last year when field 
recoveries are factored out.  Sales tax revenue received this month is for activity in December.   

Comparing February 2011 performance to February 2010, the following business sector trends are 
noteworthy:  

• Communications is up 151.3 percent (over $56,000) apparently due to development-related 
activity from one key business. 

• The services sector is up 6.1 percent (about $11,000) primarily due to the impact from streamlined 
sales tax sourcing rule changes.  

• Auto/gas retail sales remained positive, but the rate of increase 
was relatively flat for the second month in a row.  The sector is up 
only 2.5 percent this month (about $7,000).  This compares to a 
range of 15.8 percent to 38.3 percent experienced from May to 
August of last year (comparisons in September and October were 
skewed by the cash for clunkers program the previous year, but 
rebounded in November and December to 12.1 percent and 21.7 
percent respectively). The adjacent table displays this sector’s 
performance monthly performance since January 2010.    
Performance among local dealerships is inconsistent this month.  
Some experienced very strong sales, which were unfortunately offset 
by negative performance by others.  Nationally, car sales were about 
14 percent higher than the same month of the previous year.  This 
sector was key in supporting positive sales tax revenue performance 
throughout 2010.  

• Retail eating/drinking sector remains is down 2.2 percent (about $2,000) as many restaurants 
continue to experience negative performance. 

• The general merchandise/miscellaneous retail sector is down 1.6 percent (about $3,600) due 
to disappointing performance from key retailers. 

• Wholesale is down 9.6 percent (almost $7,000) most likely due to differences in development-
related activity and despite positive impacts from streamlined sales tax sourcing rule changes.   

• The miscellaneous sector performance is down 11.6 percent (almost $9,000) due to declines in 
real estate and finance.    

• Other retail is down 10.4 percent (almost $20,000) primarily due to a large development-related 
receipt received last year.  Normalized, this sector would still be down about 2 percent as most retail 
businesses, including internet retailers, posted negative performance. 
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• Contracting sector is down 15.5 percent (about $30,000), illustrating this sector’s inherent 
volatility.  A large one-time receipt from a mixed-used development skewed last year’s performance.  
Factored out, the sector would be up about 13 percent.  Several large projects continue to 
contribute substantial revenue, so hopefully this sector will return to positive performance as the 
year progresses.   

 
Year-to-Date Business sector review: 

• Retail sectors sales tax revenue collectively are up 5.9 percent compared to 2010.   
o The general merchandise/miscellaneous retail sector is up 16.4 percent compared 

to last year despite disappointing performance this month. This sector had the largest 
declines in revenue performance in 2010, so the positive year-to-date performance is 
encouraging. 

o The auto/gas retail sector is up 10.9 percent compared to last year. Although remaining 
positive, this sector has slowed over the last few months. 

o The retail eating/drinking sector performance is down 0.9 percent compared to last 
year as many restaurants continue to struggle to return to positive performance. 

o Other retail is down 9.4 percent compared to last year due to declines in electronics, 
furniture, and health/personal retailers despite increased revenues to food and beverage 
retailers.  

• The contracting is up 2.3 percent compared to last year despite negative performance this 
month.  While this is a significant improvement from last year, the sector is still below the 
performance of the previous three years (40.4 percent below the peak year of 2007). 

• The services sector is up 7.5 percent compared to last year, largely due to software services.  
The accommodations sector is up 7.3 percent or about $2,400.   

• The miscellaneous sector is down 5.3 percent compared to last year due declines in the 
finance/insurance and real estate sectors.   

• The communications sector is up 74.8 percent compared to last year due to the previously 
mentioned development related activity from a telecommunications company. 

• Wholesale is down 14.4 percent compared to last year due to lower levels of development-
related activity and despite positive impact from the streamlined sales tax sourcing rule change. 

 
 
  

Business Sector Dollar Percent Percent of Total

Group 2010 2011 Change Change 2010 2011

Services 287,491 309,090 21,599     7.5% 12.4% 12.6% 

Contracting 309,348 316,429 7,081       2.3% 13.4% 12.9% 

Communications 71,474 124,947 53,473     74.8% 3.1% 5.1% 

Auto/Gas Retail 510,455 566,317 55,862     10.9% 22.1% 23.1% 

Gen Merch/Misc Retail 359,805 418,664 58,859     16.4% 15.6% 17.1% 

Retail Eating/Drinking 180,605 179,016 (1,589)     -0.9% 7.8% 7.3% 

Other Retail 329,671 298,619 (31,052)    -9.4% 14.3% 12.2% 

Wholesale 124,863 106,873 (17,990)    -14.4% 5.4% 4.4% 

Miscellaneous 136,303 129,120 (7,183)     -5.3% 5.9% 5.3% 

Total 2,310,015 2,449,075 139,060 6.0% 100.0% 100.0% 

City of Kirkland Actual Sales Tax Receipts

January-February
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Conclusion 
While the year continues on a positive note, performance for February is disappointing.  Receipts for this 
month reflect activity during the critical holiday retail sales month of December.  Positive performance for 
holiday shopping experienced both nationally and regionally may have contributed to January’s good result, 
but were not experienced in Kirkland in February.  As mentioned last month, 2011 sales tax revenue was 
budgeted to remain the same as 2010, so positive performance is a net gain to offset volatility that may be 
experienced later this year in this revenue source or in other revenue sources. 

The February consumer confidence index increased to 70.4 from 64.8 in January.   Lynn Franco, Director of 
The Conference Board Consumer Research Center says: “The Consumer Confidence Index is now at a three-
year high (Feb. 2008, 76.4), due to growing optimism about the short-term future. Consumers’ assessment 
of current business and labor market conditions has improved moderately, but still remains rather weak. 
Looking ahead, consumers are more positive about the economy and their income prospects, but feel 
somewhat mixed about employment conditions.”  Though the consumer confidence index reached its highest 
point in three years, it remains well below the more than 90.0 benchmark of a stable economy. 

The latest economic update from the Washington State Economic and Revenue Forecast Council shows the 
economy’s gross output of goods and services continues to recover, but there are several areas of weakness, 
and uncertainty remains high.  Despite decreasing in each of the past two months, the unemployment rate 
remains elevated. That has prevented any more than a modest improvement in consumer confidence.  
Credit conditions for small businesses are easing, but still remain tight. On the positive side, there was an 
uptick in consumer spending over the holidays; equity markets have made robust gains over the last month; 
and overseas demand for U.S. products is growing. 
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2011 2012 2013 2014 2015 2016 2017 2018

Total Resources (000's) 71,335 77,166 78,915 80,908 82,959 85,068 87,240 90,292

Total Expenditures (000's) 70,332 78,169 79,424 82,299 84,910 88,109 91,473 95,186

 Net Resources (000's) 1,003 (1,003) (509) (1,391) (1,951) (3,040) (4,233) (4,894)

 Biennium Total (000's) (1,899) (4,992) (9,128)0
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2013-2018 GENERAL FUND FORECAST
Scenario #1: Adopted 2011-12 Budget (Baseline)

Total Expenditures (000's) Total Resources (000's)

Key Revenue Assumptions:
• Based on 2011‐2012 Budget with annexation‐related revenues starting in 2011 
• No diversion of current revenue sources to CIP
• No use of reserves in 2013‐2018
• 1% optional property tax and 1% annual growth in new construction property tax in 2012‐2018
• Sales tax growth of 3% growth in 2012 over 2011, and 4% annual growth reflected in 2013‐2018 projections
• 3% annual growth in utility taxes in 2012 over 2011; 3% annual growth in utility taxes in 2013‐2018
• 1% growth in other taxes (revenue generating regulatory license and gambling taxes) over 2011 reflected in 2012; 2% annual 
growth in 2013‐2018 
• 2% annual growth in other revenue in 2013‐2018
• Annual growth in annexation‐related revenue projected at the same growth rate as the current City for 2013‐2018

Key Expenditure Assumptions:
• Based on 2011‐2012 Budget including annexation expenses, excluding one‐time annexation‐related service packages 
• COLA at 0% in 2011 and 2.5% in 2012 – 5% annual growth in wages in 2013‐2018
• 7% annual increase in total benefits  in 2013‐2018
• No annual growth in supplies, services & capital in 2013‐2018
• Annexation‐related expenditures in 2013‐2018 set to equal anticipated revenue in 2013‐2018

City of Kirkland 2011 Council Retreat 3/21/2011
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2011 2012 2013 2014 2015 2016 2017 2018

Total Resources (000's) 71,335 77,166 79,240 81,589 84,032 86,571 89,212 92,382

Total Expenditures (000's) 70,332 78,169 79,491 82,439 85,130 88,417 91,878 95,616

 Net Resources (000's) 1,003 (1,003) (251) (849) (1,099) (1,846) (2,666) (3,233)

 Biennium Total (000's) (1,100) (2,945) (5,900)0
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2013-2018 GENERAL FUND FORECAST
Scenario #2: Optimistic Sales Tax Revenue Forecast

Total Expenditures (000's) Total Resources (000's)

Key Revenue Assumptions:
• Based on 2011‐2012 Budget with annexation‐related revenues starting in 2011 
• No diversion of current revenue sources to CIP
• No use of reserves in 2013‐2018
• 1% optional property tax and 1% annual growth in new construction property tax in 2012‐2018
• Sales tax growth of 3% growth in 2012 over 2011, and 6% annual growth reflected in 2013‐2018 projections
• 3% annual growth in utility taxes in 2012 over 2011; 3% annual growth in utility taxes in 2013‐2018
• 1% growth in other taxes (revenue generating regulatory license and gambling taxes) over 2011 reflected in 2012; 2% annual 
growth in 2013‐2018 
• 2% annual growth in other revenue in 2013‐2018
• Annual growth in annexation‐related revenue projected at the same growth rate as the current City for 2013‐2018

Key Expenditure Assumptions:
• Based on 2011‐2012 Budget including annexation expenses, excluding one‐time annexation‐related service packages 
• COLA at 0% in 2011 and 2.5% in 2012 – 5% annual growth in wages in 2013‐2018
• 7% annual increase in total benefits in 2013‐2018
• No annual growth in supplies, services & capital in 2013‐2018
• Annexation‐related expenditures in 2013‐2018 set to equal anticipated revenue in 2013‐2018

City of Kirkland 2011 Council Retreat 3/21/2011

Attachment D
E-Page 109



2011 2012 2013 2014 2015 2016 2017 2018

Total Resources (000's) 71,335 77,166 78,915 80,908 82,959 85,068 87,240 90,292

Total Expenditures (000's) 70,332 78,169 80,089 83,724 87,202 91,386 95,866 100,842

 Net Resources (000's) 1,003 (1,003) (1,174) (2,816) (4,243) (6,317) (8,626) (10,550)

 Biennium Total (000's) (3,990) (10,561) (19,177)0
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2013-2018 GENERAL FUND FORECAST
Scenario #3: Pessimistic Expenditure Forecast

Total Expenditures (000's) Total Resources (000's)

Key Revenue Assumptions:
• Based on 2011‐2012 Budget with annexation‐related revenues starting in 2011 
• No diversion of current revenue sources to CIP
• No use of reserves in 2013‐2018
• 1% optional property tax and 1% annual growth in new construction property tax in 2012‐2018
• Sales tax growth of 3% growth in 2012 over 2011, and 4% annual growth reflected in 2013‐2018 projections
• 3% annual growth in utility taxes in 2012 over 2011; 3% annual growth in utility taxes in 2013‐2018
• 1% growth in other taxes (revenue generating regulatory license and gambling taxes) over 2011 reflected in 2012; 2% annual 
growth in 2013‐2018 
• 2% annual growth in other revenue in 2013‐2018
• Annual growth in annexation‐related revenue projected at the same growth rate as the current City for 2013‐2018

Key Expenditure Assumptions:
• Based on 2011‐2012 Budget including annexation expenses, excluding one‐time annexation‐related service packages 
• COLA at 0% in 2011 and 2.5% in 2012 – 6% annual growth in wages in 2013‐2018
• 10% annual increase in total benefits in 2013‐2018
• No annual growth in supplies, services & capital in 2013‐2018
• Annexation‐related expenditures in 2013‐2018 set to equal anticipated revenue in 2013‐2018

City of Kirkland 2011 Council Retreat 3/21/2011
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CITY OF KIRKLAND 
City Manager's Office 
123 Fifth Avenue, Kirkland, WA  98033  425.587.3001 
www.ci.kirkland.wa.us 

 
 
MEMORANDUM 
 
To: Kirkland City Council 
 
From: Kurt Triplett, City Manager 
 Marilynne Beard, Assistant City Manager 
 Tracey Dunlap, Director of Finance and Administration 
 
Date: March 13, 2011 
 
Subject: BUDGET DEVELOPMENT ALTERNATIVES AND PUBLIC INVOLVEMENT 
 
The City Council is seeking ways to enhance the City‘s budget process through an alternate 
review model and/or public involvement.  This memo provides background on three approaches 
taken by local governments in King County for improving budget outcomes.  Representatives 
from the agencies that undertook these processes will provide a brief overview of their 
experience at the Council Retreat.  Briefly, the three processes described below include: 
 

• City of Redmond Budget by Priorities 
• King County’s Budget Advisory Task Force (Blue Ribbon Panel) 
• City of Shoreline’s Citizen Advisory Committee 

 
Redmond’s Budgeting by Priorities 
 
One of the budget process options is a “budgeting for outcomes”  or “budgeting by priorities” 
approach that the City of Redmond applied for the first time in developing its 2009-2010 budget 
and the City of Bellevue used in developing its 2011-2012 budget.  A budgeting for outcomes 
process generally involves the following steps: 
 

• Identifying all revenue available 
• Setting high level priorities 
• Allocating all revenues to priorities 
• Creating a “requests for results”  
• Preparing offers or proposals for all services related to priority results 
• Ranking offers and deciding what to “buy” 
• Developing the detailed budget based on accepted offers. 

 
Generally, the ranking of offers is done by cross-discipline staff teams that may include citizen 
representation.  Attachment A provides a brief description of the concept, as summarized by 
the Government Finance Officers Association. 
 
Redmond first applied this process in developing their 2009-2010 budget and further refined 
the process in developing the 2011-2012 budget.  Attachment B contains an overview of 
Redmond’s 2011-2012 process.   
 

Council Retreat:  03/21/2011 
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In evaluating whether this option meets the City’s needs, there are a number of factors to 
consider: 
 

• The process allows for a much more in-depth evaluation of specific programs and 
services and how they relate to City-wide priorities. 

• Citizen involvement in the process may help with community buy-in to the end results of 
the budget process (note that Redmond’s process included citizens on the teams but 
Bellevue’s did not). 

• This process is very resource intensive, particularly the first time through the process.  
In preparing Redmond’s 2009-2010 Budget, the City added about 1.5 FTE’s to the 
budget staff and used 0.5 FTE of in-house IT staff to develop a budget tool for the new 
process.  In addition, a consultant was used to help design and assist with the process 
($60,000).  Preparing the “requests for results” requires analysis of all programs by staff 
in each department at a much more detailed level and in a different format than that 
used in the current process.  Often, cross-departmental teams (sometimes with citizen 
participants) are used to review information and make recommendations, which can 
involve numerous meetings over a several month period.  The process can also require 
additional time on the Council’s calendar, depending on the level of detail that the 
Council is interested in reviewing. 

• There needs to be adequate time to plan.  Redmond included budget for dedicated 
additional staff resources and hiring consultants in the 2007-2008 budget so that they 
could prepare the necessary tools in advance of undertaking the 2009-2010 budget 
development.  Similarly, Bellevue began planning for their process during 2009.  Both 
cities have indicated that, in hindsight, they would have started even earlier.  The actual 
budget development stages of both processes began in earnest in January, almost 
doubling the length of the formal budget process. 

• The actual allocation of resources may not change substantially based on the results, 
although the level of participation may make those results more transparent. 

 
King County Budget Advisory Task Force (Blue Ribbon Panel) 
 
As a second alternative, the City Council could convene a "blue ribbon panel" of local citizens 
representing a cross-section of disciplines and perspectives and solicit their analysis and 
recommendations regarding structural changes to the City's budget.  This alternative would 
require Finance staff support and as much as $50,000 for consultant services to develop and 
facilitate the process for the citizen panel and to summarize their recommendations. 
 
This concept is modeled after the King County Budget Advisory Task Force that was formed in 
2002.  The Task Force was composed of 13 citizens with a broad range of perspectives and 
experience recruited by the King County Executive. The Task Force members come from 
backgrounds in government, business, labor and the non-profit sector.  
 
The mission of the Task Force was to examine King County’s general government functions, 
budgets and budget processes, including but not limited to the courts, sheriff, jail, public health, 
human services, parks and central government functions.  The Task Force reviewed the 2003 
budget process and made recommendations to the Executive about 2004 budget cuts and 
recommendations regarding policy and operational changes to provide appropriate additional 
cost savings.   
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Context 
 
There was a major fiscal crisis in the County general fund.  King County needed to cut 10% of 
general fund in the next year, with ongoing annual large gaps anticipated between growth of 
revenues and growth of expenditures. There was little public understanding about the fiscal gap 
or its causes.  The County had no strategic plan or adopted budget priorities statement to guide 
its budget reduction efforts.   
 
Process 
 
After an initial meeting in November, the Task Force toured county facilities, met every two 
weeks from January through June, and received briefings from County staff including a series of 
stakeholder panels consisting of lead staff, County elected officials as well as outside agencies 
and individuals.  All meetings were open to the public with an opportunity for public comment. 
 
The process was staffed by the County Budget Director and a special projects manager (Karen 
Reed), with support from other budget staff and departments.   The Initial Report was issued in 
June of 2003 and contained 39 recommendations.  A follow up report was issued in June of 
2004 following a reconvening of the Task Force, which met three times to evaluate how 
successful the County was in implementing recommendations.   
 
Mission (from the Report)  
 
Examine the County’s Current Expense (CX) fund, programs, policies, processes and budgets, 
and make recommendations regarding policy and operational changes that may provide 
appropriate additional cost savings, as well as the need, if any, for additional revenues in 
support of CX programs. 
 
3 primary tasks: 

1. Identify short-term and long-term direction/priorities for budget cuts. 
2. Identify short-term and long-term operational and other changes to address CX 

shortfalls. 
3. Determine whether there is a structural problem with the County’s funding. If so, are 

new funding sources required and what type?  

Four substantive focus areas: 
• Service priorities  
• Administrative and operational efficiencies 
• Aligning services and revenues,  and 
• Revenue options 

Benefits 
  

• Most of the short-term County actions called for by the Task Force were implemented 
within a year.  

• Respected citizen stakeholders became strong voices for change in budget priorities and 
change in state law around revenue structures 

• The process educated citizen leaders and the community about government finance and 
operations 
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• The process was relatively quick and was only moderately staff intensive 
• The staff team leading the effort can focus a Task Force to key issues 
• Provides opportunity for focused input from a variety of knowledgeable stakeholders 
• Commitment to reconvene and evaluate created incentive for action by government to 

implement the recommendations  

Challenges 
 

• Need to maintain credibility of effort—this can be more difficult if it is led by staff from 
within the agency   

• Doesn’t necessarily address operational silos within the government 
• Considerable learning curve for typical task force members 
• Not a zero-based budget exercise: more of a policy priority or re-balancing exercise 
• Resulting recommendations are often politically controversial. Need joint sponsorship by 

both the executive and legislative branches if recommendations are to be supported and 
outcomes achieved.  

Attachment C includes the full Budget Advisory Task Force Report. 

City of Shoreline Citizens Advisory Committee 
 
The City of Shoreline undertook a multi-year process to engage the public in planning for the 
City’s long term financial needs.  The process culminated in a 2010 ballot measure for a 
property tax levy increase that was approved by a 56.5% margin.  Following is a synopsis of 
the timeline and activities for Shoreline’s citizen participation process.  More specific information 
is contained in the attachments from the City of Shoreline. 
 

• 2002 bi-annual citizen satisfaction survey 
• 2005 community prioritization exercise 
• 2006 financial forecast indicates growing gap in resources and cost of sustaining current 

level of services 
• 2008 Shoreline Citizen Advisory Committee (SCAC) convened 
• 2009 recommendations from SCAC forwarded to City Council 
• 2010 ballot measure to increase taxes to maintain services 

 
 
The SCAC was chartered by the Shoreline City Council with the following mission: 
 
“Develop a recommendation to the City Council on the long-term strategy to provide community 
services and the funding mechanisms to provide those services.” 
 
The SCAC was to consist of 24 to 28 members that included representatives from stakeholder 
groups and at-large members of the community that were chosen based on an application 
process.  Based on the City’s experience with another group of that size, the City Council 
appointed 18 members to the SCAC which was thought to be a more manageable number.  The 
proposed membership was developed by the City Manager and confirmed by the City Council 
(see Attachment D with call for applications and application form).  Applicants were asked to 
commit to one to two meetings per month for one year.  In the end, the SCAC met for over 
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eighteen months and held 20 meetings, 3 community forums and two joint meetings with the 
City Council.  
 
The first order of business was to educate the SCAC by providing information to them about 
current City services and finances and to identify unmet community needs.  Once this basic 
information was transmitted by the staff, the SCAC refined the list of services to be maintained, 
evaluated revenue sources and developed criteria for service reductions if those were needed.  
The recommendations from the advisory committee to the City Council are summarized below: 
 

1. Sustain the City’s commitment to efficiencies 
2. Maintain services that preserve the quality of life that Shoreline residents and businesses 

value 
3. Pursue revenue options: 

a. Transportation Benefit District at $20 per vehicle 
b. Property tax levy lid lift ballot measure 

4. Guiding principles for service reductions  (Attachment E) 
5. Expand communication and outreach 

 
The financial strategy recommended by the SCAC and implemented by the City Council included 
a combination of efficiencies, base budget reductions, increases in fees and the cable utility tax, 
implementation of a transportation benefit district and the voted levy lid lift.  A targeted 
communication strategy was developed.  A focused message was developed and presented by 
staff at over 35 community meetings.  Five service videos were produced that focused on 
quality of life services.  A consistent message, supported by the City Council, was incorporated 
in all City communication materials.  Although the message was consistent, its delivery was 
tailored to different groups.  Key stakeholders were engaged as “quality of life” partners and 
helped deliver the message.  Ultimately, the SCAC became the citizens’ campaign group for the 
levy lid lift.   
 
Summary  
 
The three approaches presented in this memo represent a range of options.  As further 
background for Council’s discussion, the City Manager met individually with Council members 
and asked a series of focused questions about the City’s current budget process and outcomes.  
At the City Council retreat, the City Manager will present a summary of the Council’s comments.  
Following the City Manager’s presentation, representatives from Redmond, King County and 
Shoreline will provide an overview of their process.  Finally, the City Council will have the 
opportunity to discuss changes to Kirkland budget process that address common concerns of 
the Council. 
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BEST PRACTICE 
 

Budgeting for Results and Outcomes (2007) (BUDGET) 
 

Background. The National Advisory Council on State and Local Budgeting (NACSLB) has identified four 
essential principles of effective budgeting. The specific principles include: (1) set broad goals to guide decisions, 
(2) develop strategies and financial policies, (3) design a budget supportive of strategies and goals and (4) focus 
on the necessity of continually evaluating a government’s success at achieving the goals that it has set for itself 
(i.e., performance). The Government Finance Officers Association (GFOA) has officially adopted the 
recommendations of the NACSLB. GFOA also has issued separate recommended practices on strategic planning 
and performance measurement. All of these documents underscore GFOA’s longstanding support of strategic 
planning and performance measurement as part of the budget process. 
 
Consistent with the NACSLB principles, a growing number of governments use the budgeting for results and 
outcomes approach. Rather than starting with the prior period’s budgeted programs and activities, they begin with 
available revenues, continue with a consideration of desired results and strategies, and then conclude by deciding 
what activities and programs can best achieve desired results. 
 
This approach is a marked departure from the incrementalism often characteristic of budgeting.  Budgeting for 
results and outcomes links strategic planning, long-range financial planning, performance measures, budgeting, 
and evaluation. It also links resources to objectives at the beginning of the budgetary process, so that the primary 
focus is on outcomes rather than organizational structure. 
 
Recommendation. The Government Finance Officers Association (GFOA) recommends that governments 
consider budgeting for results and outcomes as a practical way to achieve the NACSLB objective of integrating 
performance into the budgetary process. GFOA believes that the following steps should help a government in 
making this successful transition: 
 

(1)  Determine how much money is available. The budget should be built on expected revenues. This would 
include base revenues, any new revenue sources, and the potential use of fund balance. 
 

(2)  Prioritize results. The results or outcomes that matter most to citizens should be defined. Elected leaders 
should determine what programs are most important to their constituents. 

 
(3)  Allocate resources among high priority results. The allocations should be made in a fair and objective 

manner. 
 
(4) Conduct analysis to determine what strategies, programs, and activities will best achieve desired 

results. 
 
(5)  Budget available dollars to the most significant programs and activities. The objective is to maximize 

the benefit of the available resources. 
 
(6)  Set measures of annual progress, monitor, and close the feedback loop. These measures should spell out 

the expected results and outcomes and how they will be measured. 
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(7) Check what actually happened. This involves using performance measures to compare actual versus 
budgeted results. 

 
(8)  Communicate performance results. Internal and external stakeholders should be informed of the results 

in an understandable format. 
 
Budget professionals may play a number of roles in budgeting for results and outcomes, including the following: 
 

• Facilitating government-wide results and analytic support. 
 

• Providing “reality checks” on budget allocations and expected revenues in the light of adopted financial 
policies. 
 

• Advising on allocations for administrative support functions, which provide necessary organizational 
infrastructure for achieving community goals, but do not typically emerge as high priorities on their 
own. 
 

• Analyzing work product to evaluate the process of budgeting for results and outcome. 
 

• Serving as an advocate for outcomes and the process in general rather than for any particular 
department. 
 

Budgeting for results and outcomes is not just a one-year exercise, but also a multi-year effort that should improve 
the budget process. 
 
References 
 
• GFOA Best Practice, “Performance Management: Using Performance Measurement for Decision Making 

(2002) - Updated Performance Measures,” 1994. 
• GFOA Best Practice, “Recommended Budget Practices of the National Advisory Council on State and Local 

Budgeting (NACSLB),” 1998. 
• GFOA Best Practice, “Adoption of Financial Policies,” 2001.  
• GFOA Best Practice, “Establishment of Strategic Plans,” 2005.  
• GFOA Best Practice, “Managed Competition as a Service Delivery Option,” 2006.  
 
Approved by the GFOA’s Executive Board, March 2, 2007. 
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BUDGETING BY PRIORITIES PROCESS OVERVIEW 

2011-2012 OPERATING BUDGET 

CITY OF REDMOND 

 
Why Budgeting 

by Priorities? 

 

 

 

 
 

A process that is: 

Transparent 

 

Open 

 

Citizen Priority Based 

 

Approved by Council 

 

 
 

Objectives of BP 

 

 

 

 
 

 

Proven Process 

 

 
Starts with Citizen 

Priorities 

 

Different from 

Traditional Budgets 

Redmond is a unique city that has attracted significant 

worldwide businesses such as Microsoft, Nintendo, Honeywell 

and Medtronics (Physio Control).  As a result, the City is the 

third largest employment center in King County with a 

business population of approximately 90,000 and a residential 

population of approximately 51,300.   

 

Challenged to provide a variety of services to a wide range of 

customers, the City opted to change its traditional budget 

methods in 2008.  It implemented an innovative approach to 

budgeting that fulfills the promise Mayor John Marchione 

made upon his election to office:  “a transparent and open 

budget that is based on priorities developed with citizen input 

and approved by the Redmond City Council.”  Mayor 

Marchione had five objectives for the Budgeting by Priorities 

(BP) process: 

 

 Align the budget with citizen priorities 

 Measure progress towards priorities 

 Get the best value for each tax dollar 

 Foster continuous learning in the City 

 Build regional cooperation 

 

To move this vision forward, the City selected the BP process.  

BP was chosen because it focuses budget decisions on citizen 

priorities.  This is in contrast to the traditional method of 

budgeting which adds a certain percentage to last year’s budget 

without assessing if the services result in the outcomes citizens 

expect.  The starting point of the BP process is identifying the 

intended result of city services toward priorities developed 

through citizen interaction.   
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Review of the  

BP process 

 

 

Review conducted 

by GFOA 

 

 

 

Long-term  

Time Line 

Recommended 

 

 

Council will 

review and adopt 

long-term  

time line in early 

2011 

 

Example 

Suggestions 

 

 

 

 

 

Improve financial 

system tools 

 

 

Begin work on 

outsourcing 

 

 

 

 

Refine 

performance 

measures 

 

Early in 2010 the City undertook a thorough review of the 

2008 BP process.  This review was conducted by the 

Government Finance Officers Association (GFOA) Research 

and Consulting Center.  While the review affirmed that the 

2008 BP process was a significant success, it did offer several 

suggestions for improvements in the future.  

 

One of the key recommendations of the GFOA’s review was 

the development of a long-term strategy to continue to build 

out additional elements of BP over time.  The draft timeline 

below was included as an element of the GFOA report.  The 

City Council concurred with this recommendation and will be 

working to review and adopt a long-term BP strategy in early 

2011.  For now, this draft strategy helps the City to consider 

subsequent elements that will enhance the BP process in the 

future. 
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Redmond’s  
BP Process 

 

Community Focus 

Groups 

 

 

 

 
6 Priorities were 

Identified 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 
Advisory 

Committees 

 

 
BP Project Team 

 

To start the BP process in 2008 an independent firm held four 

(4) focus groups with Redmond residents to determine citizen 

priorities.  The citizens were chosen at random based on 

gender, age, and location (east or west of Redmond Way).  

Following the focus group discussions the City held a 

community workshop where citizens and business owners were 

invited to give further input and comment on the focus groups’ 

identified priorities.   

 

Based on all this input, the Council approved the following six 

(6) priorities on March 4, 2008
1
:  

 

 BUSINESS COMMUNITY 

 I want a diverse and vibrant range of businesses and 

services in Redmond 

 

 CLEAN & GREEN ENVIRONMENT 

 I want to live, learn, work, and play in a clean and 

green environment 

 

 COMMUNITY BUILDING 

 I want a sense of community and connections with 

others 

 

 INFRASTRUCTURE & GROWTH 

 I want a well-maintained city whose transportation and 

other infrastructure keeps pace with growth 

 

 SAFETY 

 I want to be safe where I live, work, and play 

 

 RESPONSIBLE GOVERNMENT 

 I want a city government that is responsible and 

responsive to its residents and businesses 

 

Once the six priorities were determined, the Mayor created 

several teams to guide the process: 

 

Project Team – Headed by the Mayor, included executive 

staff and the Financial Planning Manager to assist the Results 

Teams and guide the overall process 

                                      
1 The focus groups also identified education as a priority.  However, 

because education in Redmond is the responsibility of the Lake Washington 

School District, the Council chose not to allocate limited resources to a 

priority over which it had no jurisdiction.  Although, educational 

components are included in several of the six priorities approved by 

Council. 
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Results Teams 

 

 

 

 

 

 

 

 

 

 

 
 

Requests for 

Offers (RFOs) 

 

 

 

RFO Process 

 

 

 

 

 

 

 

 

 

 

 

 
 

All City 

Funds Included 

 

 

 

 
Offer Process 

 

 

 

. 

 

Results Teams – Six (6) Results Team groups were created 

and each group is assigned a priority.  For the 2010 

process, a seventh result team was created.  This team 

focused exclusively on the Capital Investment Strategy.  

See more about this seventh result team later in this section. 

The teams were made up of five (5) employees from cross-

department disciplines and one (1) citizen.  The role of the 

Results Teams was to fashion Requests for Offers (RFOs) 

based on the priority approved by Council.  To ensure that 

citizen input was incorporated into the offers, all the data 

gathered from the focus groups and community workshops 

was made available to the Results Teams. 

 

REQUESTS FOR OFFERS 

Each Results Team designed “Requests for Offers” (RFOs) that 

related to its specific priority by identifying factors and sub-

factors that contributed to that priority and developed 

purchasing strategies that answered the following questions:   

 

 Where should the city focus its efforts and resources? 

 Where can the city have the most impact? 

 Where should Redmond influence others? 

 Are there generic strategies that apply to all offers? 

 

The Results Teams invited all departments to bid on the offers 

and respond to specific purchasing strategies with the 

understanding that the offers would be ranked by the Results 

Teams upon completion using the factors in the RFOs as criteria. 

 

All funds were included in budget offers: General Fund, 

Capital Improvement Program (CIP), Utilities, and Special 

Revenue Funds.  Therefore all city services received the same 

level of scrutiny no matter the funding source. 

 

OFFERS 

An offer is a proposal by a department in response to an RFO 

that indicates how the offer will meet the priority, how much it 

will cost, and how the success of the offer will be measured.  

An offer is a program or set of programs that helps achieve a 

priority.   
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Budget Request 

Process 

 

 

 
All Budget Requests 

are Submitted as 

Offers 

 
Offers to Include 

Consistent Data 

 

 

 

 
 

Offers Submitted by 

Priority 

 

 

 

 

 

 

 
 

Contents of the Offer 

 

 

 

 

 

City Staff Used an 

“Online” Tool 

Designed to Capture 

the Needed 

Information 

 

 
High Level 

Indicators Developed 

to Measure Progress 

toward Priorities 

 

 

 

 

 

 

Offers can be for an existing service or program, new programs 

or activities or improvements/changes to existing programs.  

Innovation was encouraged in all offers and collaboration 

between departments was emphasized in the RFOs.   

 

In the BP process, each department must make an offer to 

provide a service that relates to results (a priority that is citizen 

driven).  Each offer must describe the following: 

 

 What are we doing? 

 Why are we doing it? 

 How are we doing it?  

 Measurements to track performance for each program 

 How can the offer be scaled – either up or down 

 

OFFER SUBMITTALS 

Department directors and their budget teams submitted offers 

based on the priorities that related to their departments.  No 

outside competing offers were accepted in this BP process, but 

departments were encourage to collaborate where possible to 

combine services if it was in the best interest of the City.  Each 

offer needed to contain the following information: 

 

 Description of the Offer – Simple, accurate, succinct, 

and complete 

 Performance Measures – Describe short and long term 

benefits; consequences if not funded, and three 

measures to gauge the identified outcomes 

 Scalability – Scalable, provide logic and evidence to 

support various funding levels 

 Customer Service – Identify who the customer is and 

how the offer meets customer needs 

 Revenue Sources – Identify revenue support 

 

DASHBOARD INDICATORS 

In conjunction with the performance measures developed for 

each offer, the Mayor and Council created key indicators to 

measure the City’s progress toward the priorities.  The 

indicators are high level and are not meant as individualized 

measures of performance, but rather intended to give elected 

officials and the community a big picture gauge of how well 

the City meets the goals of the priorities.  After review by the 

City Council and the Budgeting by Priorities teams, the initial 

Dashboard Indicators were finalized for each priority. 
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2010 Dashboard 

Indicators for Each 

Priority 

 

 

 

Business Community: 

 The number and percentage of businesses by category 

 Citizens and employees of businesses within the City 
of Redmond satisfied with the range of businesses and 
services available in Redmond  

 Number of businesses that have held a City of Redmond 

business license over seven (7) years 

 

Clean & Green Environment: 

 Percentage of neighborhoods with convenient access to 
parks and trails  

 Percentage of streams with a Benthic Index of Biotic 
Integrity (B-BI) of 35 or better  

 Tonnage of garbage per capita that goes to landfill 

 

Safety: 

 Crime Index: Number of Part 1 (crimes against persons) and 

selected property crimes (auto theft, auto prowl, and identity 

theft) 

 The percentage of times the Redmond Police, Fire and 

Emergency Medical Services meet targets in managing calls 

for service by providing a safe response with the right people 

and necessary equipment in the appropriate amount of time 

 Number of residents engaged in activities related to public 

safety 

 

Community Building: 

 Level of participation of Redmond residents volunteering 

within the community  

 Percentage of Redmond residents reporting they feel 

informed about community events, programs, volunteer 

opportunities and issues  

 Percentage of citizens who report they feel a sense of 

community and connection 

 

Responsible Government: 

 Percentage of community responding positively to specific 

City-provided services  

 Percentage of policy benchmarks included in the City’s 

fiscal policy that are met and significantly contribute to the 

maintenance of an excellent credit rating 

 Number of programs or projects that seek and/or obtain 

relevant funding contributions from outside sources 

The performance 

measures by priority 

form the 

“Dashboard”.  The 

initial dashboard 

measures from the 

2008 BP process 

have been updated by 

the Results Teams in 

2010.  However, the 

Dashboard remains a 

work in progress. 

 

For 2011 / 2012 

budget the Council 

Public 

Administration and 

Finance Committee 

will work to finalize 

the City of Redmond 

Dashboard. 

 

The final dashboard 

will be used to 

develop an 

accountability report 

to be made available 

on the City’s web 

site. 
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Capital 

Investment 

Strategy 

 

2008 

 

 

 

 

 

 

2010 Changes 

 

 

 

 

 

 

 

Additional Criteria 

for Capital 

Improvement 

Offers 

Infrastructure & Growth: 

 Number of triaged and successfully completed scheduled 

maintenance tasks, a reduction in unexpected work orders 

and mitigation of emergency responses in a timely manner  

 Ratio of residential-to-employment populations  

 Percent completion of 20-year functional plans relative to 

percent of 20-year growth targets achieved 

 

Capital Investment Strategy 

One of the observations from the first BP process in 2008 was 

that a different approach was necessary for the Capital 

Improvements Plan (CIP) as contrasted to the operating budget.  

In 2008 the six Results Teams had CIP offers to review along 

with the operating budget offers.  The operating budget is for a 

period of two years while the CIP covers a six year period.  

Also, the source of funds for the CIP is more complex than that 

for the operating budget.  For the 2010 process we made 

changes with the intent of improving the results for our capital 

plan. 

 

In 2010, an additional Results Team was established – the 

Capital Investment Strategy Results Team.  This team was 

charged with developing additional criteria for the Results 

Maps for the six priorities (there was not an additional priority 

but rather just an additional Results Team).  If an offer was 

intended as part of the CIP, it was passed through the priority 

Results Team to which the offer was submitted along to the 

Capital Results Team.  The Capital Results Team reviewed the 

offer in the context of:  

 the RFO for the priority under which it was originally 

submitted 

 the additional criteria for the CIP  

 Comprehensive Plan 

 Vision for support of development in the urban centers 

 Additional funding constraints applicable to capital 

projects 

 

As a result, the Capital Results Team also ranked offers 

submitted as part of the Budgeting by Priorities process.  For 

an overview of the City’s capital investment program, please 

see the CIP section of this document. 
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Ranking the Offers 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Recommendation for 

Funding from 

Results Team  

by Priority 

 

 
Allocations provided 

by the mayor to the 

Results Team based 

on past experience 

and interest in 

reducing 

“Responsible 

Government” 

element 

 

 

 

 

 
 

 

Mayor’s Efforts to 

Develop the Adopted 

Budget 

 

RANKING THE OFFERS 

When the offers were first submitted the Results Teams met 

with the departments to seek clarity on issues and then 

critiqued and ranked the offers.  During the first round of offer 

ranking, the Results Teams did not have funding allocations, 

nor were decisions based on mandates.   The first round was 

used to give departments feedback on the content of their offer 

as well as a sense of where their programs would rank. It also 

gave the Results Teams some time to learn and understand 

their role in the process.  Departments were then given the 

opportunity to improve their offers and make adjustments 

based on advice of the Results Teams.  The second and final 

rankings were carried out with estimated funding allocations 

and attention was paid to those programs that were legally or 

contractually mandated. 

 

Recommendation for Funding Operations 

Results Team by Priority 

 

 
 

 

RECOMMENDED BUDGET – ADOPTED BUDGET 

In mid-August 2010, the Mayor received the Results Teams 

rankings, with suggested funding levels for the various offers.  

The Mayor met with all the Results Teams for their insights 

into the process and to understand how they arrived at their 

conclusions.  With this information the Mayor led several 

conversations with the department directors to fine-tune the 

offers and allocations.   

Community 
Building

5%
Clean & 
Green

7%

Business 
Community

5%

Infrastructure 
& Growth 

40%

Responsible 
Government 

16%

Safety
27%
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Department 

Directors Team 

Involved 

 

 

 

Final Decisions 

Developed 

 

 

 

 
Funding by Priority 

in Proposed Budget 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

The mayor worked for several weeks with the Directors Team 

to review the recommendations of the Results Team and make 

adjustments to address revenue constraints and other needed 

adjustments. 

 
When the final revenue estimates for the 2011-2012 budget 

became available in September the Mayor finalized the 

decisions necessary to present Council a budget that is 

structurally balanced, responds to the priorities recommended 

by citizens and approved by Council, as well as reflects the 

recommendations of the Results Teams. 

 
 

 

 

 
 

 

SUMMARY 

The Mayor’s vision for the BP process has resulted in more 

than just a budget.  The inclusion of the community in 

outlining the priorities and the creation of Results Teams to 

craft Requests for Offers has expanded the budget process to 

include many staff, as well as citizens who never had the 

opportunity to be engaged in their community or its 

government in this manner.  Creating interdepartmental teams 

with a citizen on each allowed staff to better understand what 

other departments do, while gaining citizen perspective on how 

the services are viewed by the public.  City staff are included in 

the budget process to a much larger extent than in the past; 

those who were not directly involved meet with the Mayor 

regularly to ask questions and gain information.  

Community 
Building

5%

Clean & 
Green

7%
Business 

Community

5%

Infrastructure 
& Growth

39%

Responsible 
Government

16%

Safety 
28%

Funding of Operations by Priority in the 

Proposed Budget 
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Contracted 

Services and 

Outsourcing 

 

 

 

 

GFOA review 

 

 

 

 

 

 

 

Recommendations 

for success with 

outsourcing 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Inventory of 

current outsourcing 

efforts 

 

In-sourcing 

 

 

 

Outsourcing 

Inventory 

At the conclusion of the 2008 BP process the City Council 

asked staff to investigate the benefits of adding an 

“outsourcing” element to BP.  Other jurisdictions using this 

budget model have found opportunities to improve service 

delivery value to the community through the contracting out of 

some services currently provided by the city. 

 

City staff asked that the GFOA include this direction by 

Council in their review of the BP process (discussed earlier in 

this section).  The GFOA has extensive experience in both BP 

(which they refer to as Budgeting for Outcomes or BFO) and 

assisting governments who are considering outsourcing some 

services.  The GFOA had the following observations and 

recommendations: 

 

 Consistent with BFO approach – competitive offers 

help to improve results, hold down costs 

 Outsourcing requires considerable planning to address 

resources and issues 

 Several issues to consider: 

o “Level playing field” (for example, insurance 

requirements, indemnification, procurement 

requirements, costs of contract administration 

and monitoring) 

o Social policies incorporated into purchasing 

requirements (for example: living wage, 

working conditions, fair treatment) 

o Intangibles – if it isn’t in the contract it won’t be 

done; accessibility for changes to service, etc 

o Many services require long-term contracts for 

savings (due to start-up costs) 

 

With this input from the GFOA report, staff determined to 

initiate an outsourcing effort by first developing an inventory 

of those services which include outsourcing today.  Such an 

inventory is listed below.  In addition to this inventory, those 

services where the city “in-sources” (provides services to other 

local governments) are also included. 

 

  

The City currently outsources a variety of services as shown on 

the next page. 
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In-sourcing 

 

 

 

 

Public Safety 

 Marine patrol services 

 Jail services 

 Fire dispatch services 

 Hose and ladder testing 

 Park security patrols 

 Downtown parking enforcement 

 Legal services 

 

Repairs and Maintenance 

 Technology hardware and software maintenance, 

including telephone systems 

 Disaster recovery storage 

 Landscape and irrigation maintenance 

 Arboricultural services (tree removal and pruning 

around power lines) 

 Pest control 

 Insurance claims administration 

 

Community Services 

 Tourism marketing 

 R-Trip commute management system 

 Human services 

 Public defender 

 Hearing Examiner 

 

Employee Services 

 Training and organizational development 

 Workers’ compensation professional services and 

claims administration 

 Actuarial services 

 Health management administration 

 

The City also provides services to other jurisdictions, 

including: 

 

 Police dispatch to the cities of Carnation and Duvall 

 Crime analysis for the cities of Bellevue and Kirkland 

 Fire apparatus repair and maintenance to the cities of Mercer 

Island and Bothell 

 Fire suppression services to Fire District #34 

 King County Advanced Life Support (ALS) services 
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Next steps The next steps include identification of pilot projects where the 

likelihood of success through outsourcing is highest.  While not 

included as an element of this BP process, the City will pursue 

outsourcing through these pilot projects with the advice and 

guidance of the GFOA in mind. 
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Report of the King County General Government  
Budget Advisory Task Force 

to County Executive Ron Sims 
 

June 25, 2003 
 
 
INTRODUCTION 
 

Task Force Mission, Process, and Report 
 
The general government services provided by King County are fundamental to the quality 
of life in our region.  Criminal justice services, including the superior and district courts, 
prosecutor and public defender’s offices, the sheriff’s department, jail and detention 
facilities, ensure the public safety of our communities.  Providing public health services 
and basic human services, as well as the day-to-day functions of public record keeping, 
issuing licenses, conducting elections, assessing property and providing treasury services 
are also County responsibilities.  These essential functions comprise the basic governing 
services and structures that we all rely on, and which are often overlooked because they 
are so much a part of the fabric of our daily lives.  
 
The County’s ability to continue to provide these essential government services is in 
serious jeopardy.  Last year, a record $51 million in cuts to general government programs 
were required in order to balance the County Budget.  County Executive Ron Sims 
indicated that this trend would continue because of the basic limitations of the County’s 
revenue structure.  In October 2002, the Executive created the King County General 
Government Budget Advisory Task Force (“Task Force”), to provide advice on this 
challenge.   
 
The Task Force is composed of 13 citizens (See Attachment A).  The Executive 
recruited these Task Force members in order to secure a broad range of perspectives and 
experience.  Task Force members come from backgrounds in government, business, labor 
and the non-profit sector.  
 
The mission of the Task Force, as presented by the Executive, is as follows:   
 

Examine the County’s Current Expense (CX) Fund, programs, policies, 
processes and budgets, and make recommendations regarding policy and 
operational changes that may provide appropriate additional cost savings, 
as well as the need, if any, for additional revenues in support of CX 
programs.  
 
The work of the Task Force will include examination of general 
government functions and budgets, including but not limited to the courts, 
sheriff, jail, public health, human services, parks and central government 

 1
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functions.  The Task Force will also review the 2003 budget process and 
make recommendations about 2004 budget cuts.   

 
The Task Force had its inaugural meeting in early November 2002.  This was followed 
by a series of tours of many County general government functions in December.  The 
Task Force then met every two weeks from January through June.  All meetings were 
open to the public.  Multiple stakeholder panels were held in order that the Task Force 
could hear not only from the Executive staff, but also directly from others in government 
and in the region, including mayors and city managers, judges, the King County Sheriff, 
the King County Prosecutor, the King County Bar Association, unincorporated area 
council representatives and County Councilmembers – among others.   
 
The Task Force identified three primary tasks for its work:  
 

1. Identify short-term and long-term direction/priorities for budget cuts. 
2. Identify short-term and long-term operational and other changes to address 

CX shortfalls. 
3. Determine whether there is a structural problem with the County’s funding, 

and if so, are new funding sources required?  What type of funding sources?  
 
This report presents the Task Force’s assessment of the critical fiscal problems facing 
King County general government and a series of short and longer-term recommendations 
to address those problems.  We begin with a general description of the challenge.  Then, 
we in turn address four key substantive areas: 
 

• Service Priorities for King County 
• Administrative and Operational Efficiencies 
• Aligning Services and Revenues 
• Revenue Options 

 
In each of these substantive areas, we first present a challenge statement and analysis, 
then a list of recommendations, including: (1) County action steps (short term and long 
term); (2) State action steps; and (3) Regional dialogue recommendations.  
 
We have reviewed a tremendous amount of information regarding the various general 
service budgets, the statutory obligations of the County, the limitations placed on it by 
state law, the array of revenue authorities granted the County, and the policies and 
practices governing expenditure of those revenues.  The complexity of the budget 
challenge, and the County organization itself, is such that despite our work over the last 
eight months, we believe it is neither appropriate nor possible for us to offer line-item 
budget cut recommendations that will erase the ongoing budget deficits facing King 
County.  Rather, this report reflects our assessment of the current direction of the County, 
poses several questions for further inquiry, and recommends several policy directions and 
actions that we believe should guide County leaders in managing the budget crisis in the 
near and longer-term.   
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PART I:  KING COUNTY GENERAL GOVERNMENT FISCAL CRISIS: PROBLEM 
STATEMENT 
 
King County’s general government operations as currently constituted are not 
sustainable.  Simply stated, the problem is that general revenues are growing at less 
than 2 percent per year and general service expenditures are growing at between 5½ 
to 6½ percent per year.  Unless things change, County general fund budget cuts are 
a permanent, annually recurring event.  It is important to understand the reasons for 
this situation, in order to identify solutions.  We emphasize at the outset that the solution 
is not simply a matter of finding new revenue: while ultimately we believe new revenues 
are required, the County must also address certain basic operations and service delivery 
decisions.   
 
The County has undertaken major budget cuts in general government services in the last 
two years – together in excess of $90 million.  (See Attachment B for a list of the 2001 
and 2002 general government budget cuts, by program area).  This is the cumulative 
equivalent of nearly 19 percent of 2003 general government service budgets.  General 
government services are budgeted out of the County’s “Current Expense (“CX”) Fund,” 
which receives a variety of general revenues sources.1  The 2003 CX Fund budget is 
$492 millio 2n.    

                                                

 
The County budget office estimates that status quo Current Expense expenditures will 
outpace revenue growth by over $20 million each year in 2004 and 2005, with the gap 
dropping to approximately $15 million in 2006 and each year thereafter.3  Continued 
status quo service delivery means that the only way to balance the budget each year is to 
fire more County employees every year and reduce services to the public accordingly: an 
untenable outcome.  We believe that other options must be identified and pursued in 
order to maintain an adequate level of public services.  King County must be first and 
foremost a deliverer of quality public service. 
 
The causes of the current situation are varied, and defy simple resolution.  In our work, 
we found no “easy wins” or “low hanging fruit” – the County has identified and 
addressed these.  There is no “silver bullet” to resolve the problem.  The County has 
clearly made many difficult decisions in the past two years to deal with a serious budget 
crisis.  But further changes in the way services are provided, and managed, are necessary.  
Ultimately, however, the County cannot resolve this crisis alone.   
 
This portion of our report reviews some of the basic facts about general County services 
and revenues. These basic facts are not well understood by the public, but illustrate the 
sources of the budget crisis.  The average County resident probably has little idea which 

 
1 We use the terms  “general fund” and “CX Fund” interchangeably in this report.  Technically, the CX 
Fund is a sub-fund of the “General Fund,” constituting over 99 percent of the General Fund budget.  
Approximately $4million in dedicated sales tax revenues is also included within the General Fund budget.  
2  The sources of CX Fund dollars, and their application, are summarized in Tables 2 and 3.   
3 Passage of the May 2003 parks levy will reduce the amount of 2004 budget cuts needed by providing 
funding directly for regional parks.  If approved by Council, the Executive’s solid waste initiative would 
provide additional CX dollars to further reduce the needed 2004 budget cuts.  

 3

E-Page 132



services are provided by the County, or where the money to support these services comes 
from.  The County is largely invisible to residents.  However, both County government 
and the public must understand the current situation, its root causes, and the implication 
for our region if nothing is done to change the situation. 
 
Distinguishing the CX Fund from the Rest of the County Budget.  It is important to 
understand that the County’s fiscal crisis is within one small (in terms of percentage) but 
critical part of County budget.  As shown in Table 1, the total County budget in 2003 is 
in excess of $3 billion.  The County’s general fund budget – or  “Current Expense” (CX) 
Fund budget – is only about 16 percent of the total annual budget.  The rest of the County 
budget is comprised of programs that are entirely fee supported or have dedicated tax 
revenues – so-called “enterprise funds” such as regional wastewater treatment, solid 
waste disposal, transit service, and Boeing Field.  Additionally, there are capital funds to 
which revenues have been pledged to pay debt service.  These fee and revenue supported 
services and funds are not in crisis – although they do share some concerns as clients of 
the internal services that are budgeted out of the CX Fund.  Actions taken to reduce the 
CX budget may, in some cases, have a beneficial “ripple” effect to these dedicated 
service areas (or, if overhead functions are not flexibly structured such reductions may 
actually increase central service charges to those agencies). 
 
The Role of the CX Fund.  The CX Fund supports a disparate array of general 
government services, primarily services mandated by the state, as well as a few 
discretionary services such as parks and human services.  In addition, the CX Fund 
supports the basic internal operations of King County: the Council, Executive, human 
resources – general overhead functions.  With a few notable exceptions,4 these general 
government services are not self-supporting through fees: they require tax support.  
While utility funds contribute their share to support general overhead, there are clear 
prohibitions in state law preventing the diversion of utility dollars to pay for non-utility 
functions.  Thus, CX programs such as the courts or parks cannot be supported by sewer 
fees, garbage disposal charges or bus fares.  The CX Fund is supported primarily by: (1) a 
countywide property tax; (2) the County’s share of sales tax, collected both inside cities 
and in the unincorporated areas; (3) fees for service, such as city sheriff contract 
payments; and (4) transferred revenues from other enterprise functions of the County in 
payment for services (typically overhead services) provided by CX agencies.  Tables 2 
and 3 detail the sources and application of revenues to the CX Fund. 
 
Root Causes of the Fiscal Crisis.  We now turn to a brief examination of what we 
believe to be the root causes of the current CX budget crisis: 
 

• Doing two jobs, defined by the state:  The County has a set of expensive, but 
critical public services that it is required to provide by state law, including both 
regional and local mandated services. 

• Decisions made to provide discretionary services:  The County has over time 
chosen to provide many discretionary services. 

                                                 
4 Treasury services and public records not only cover the cost of operations through fees they generate 
several million dollars a year that are spun off to support other CX services.  
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• Service Costs – which primarily consist of salaries and benefits, are growing each 
year.   

• The County has a limited revenue base, dependent upon capped property taxes.  
There are major limitations on County revenue authority imposed by state law and 
voter initiative. 

• Conflicting constituencies and multiple service obligations have led to 
misalignment of revenues and expenditures.   

• A complex, politicized, and fragmented organization suffering from a lack of 
healthy central systems and challenging corporate culture. 

 
We address each of these challenges in turn below.  
 
Doing two jobs, defined by the state.  King County, like all Washington counties, is a 
creature of the state.5  Although operating under a voter-approved charter, King County 
is required by the state to provide a wide array of public services.  Whereas counties wer
originally envisioned to serve as the general government for an overwhelmingly rural 
population, over time a dual role has evolved, particularly in urbanized counties 
containing many cities.  The County today has a dual role as the local government for 
unincorporated areas, and as the regional government for the County as a whole.   

e 

                                                

King County provides a broad array of regional services to a population of 1.7 million.  
At the same time, it provides “city” local services to nearly 350,000 residents in the 
unincorporated areas6 —a population equivalent of the second largest city in the state.  
Even if all residents in the urban area were to incorporate or annex, the County would 
still be responsible for providing basic government services to rural residents (currently 
approximately 135,000 in number – equivalent to the second largest city in King 
County).   
 
The complexity of the County’s task is made clear by examining a partial list of regional 
and local mandated service responsibilities: 
 
 
 
 
 
 
 
 
 
 
 
 
 

Table 4 
Regional Service Mandates 

(*) per state law   (+) service obligation approved/created by region’s voters 
 

*Superior Court     *Public Records 
*District Court (certain case types)  *Elections 
*Public Defender (all felony nd some misdemeanors)     Public Health 
*Prosecutor (all felony and some misdemeanors) +Sewage treatment 
*Felony Jail     +Transit 
*Treasurer     +Automatic Fingerprint I.D. system 
*Assessor     +Emergency Medical Services Funding 
*Mental Health and Substance Abuse treatment  
*Sheriff (some statutory authorities) 

 
 

5 That is, it was initially created by the state (as opposed to cities, which are created by citizen action).   
6 Unincorporated areas are defined as all areas of King County outside of city boundaries, including both 
rural and urban areas.  See Attachment C for a pie chart expressing the current population divisions.  
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Table 5 

Local (Unincorporated Area) Service Mandates 
(per state law) 

 
Roads      Prosecution and public defense 
District Court (misdemeanor offenses)    of misdemeanant offenders 
Sheriff Surface water management/storm 
Fire Inspections   drainage 
Jail for misdemeanant offenders   Building Permits/Zoning/Land-use  

 
 
 
 
 
 
 
 
 
King County is like a conglomerate that operates dozens of unrelated businesses.  The 
merger of King County and METRO in the mid-1990s completed this picture, moving 
two very large fee and dedicated tax supported service structures – wastewater and transit 
– into the County.  As noted above, however, the former METRO services are not the 
source of the CX Fund’s budget problem. 
 
The mandated services provided out of the CX Fund have evolved significantly over 
time: 
 

• Public health responsibilities today are far more complex than was the case 100 
years ago: simply consider the impact of SARS, bio-terrorism and AIDS.   

• The requirements of our modern judicial system are another example where we 
see significant evolution in the standards that must be followed, from “Miranda 
rights” to the dozens of foreign languages spoken by defendants for which 
translators must be daily provided.   

• New crimes are added to the books yearly by the state legislature, which 
increases the number of people the County must arrest, try, prosecute, defend, and 
provide detention.  Major crimes pose a particular burden: the combined cost for 
investigation, prosecution, and defense of the Ridgeway murder trail will exceed 
$6.5million in 2003. 

• Today, King County Department of Adult and Juvenile Detention spends over 
$19 million a year in jail health care for prisoners, including what is in essence 
the largest mental health care service program in the state.  

 
Table 6 shows how much of the available CX dollars are consumed by different CX 
agencies – and the level of fees and criminal justice sales tax dollars supporting such 
programs.  In terms of dollars, law, safety and justice functions combined consume 
over 70 percent of the total CX revenue of the County – a percentage that has grown 
steadily over time.  The state mandates these functions, but provides little in the way of 
financial support.  For example, the state retains nearly 40 percent of revenue generated 
by district court fines and forfeitures but provides no direct financial support in exchange.  
The only state support of the superior court is to fund one-half of judicial salaries and all 
judicial benefits, as well as a portion of juvenile court programs.  The number of district 
court judges is set in state statute – the County cannot alter these based on caseload 
changes absent consent of the state.  Washington state ranks 49th in the nation in 
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providing financial support for the operation of its trial courts.7  The state provides little 
direct funding for the operation of the County’s jail function, the prosecutor and public 
defender offices.  The County adult detention (jail) function is the largest single 
consumer of CX dollars – and each new crime put on the books by the state legislature 
impacts the average daily population of the County jails.    
 
Decisions made to provide discretionary services.  Over time, the County has chosen to 
provide a number of discretionary services, in addition to its mandated services.  Some of 
these services are extremely popular with the public, such as the regional parks and open 
space system.  Human services, children and family services, and animal control are other 
examples of such discretionary services.  As law, safety and justice budgets increase, 
budgets for discretionary services are being cut.  The parks budget was slashed by over 
30 percent in the last two years and now is preserved only because of passage this May of 
a special 4-year levy.  The human services budget has been cut by similar percentages in 
this same period.  Perhaps the decisions to enter into these service arenas were made 
without regard to the County’s long-term fiscal capacity; perhaps they were an 
appropriate response to its mission of public service in an increasingly urbanized 
environment.  Regardless, in a very real sense, the County’s ability to continue to provide 
these services is at stake.   
 
Services Costs – consisting primarily of salaries and benefits – are growing each year.  
The fact is that CX Fund services are provided by people.   Salaries and benefits 
constitute over 70 percent of the expenditure of CX Funds.  Per employee salaries have 
been growing at a rate of five percent per year (after considering retirements, new hires, 
cost of living allowances, and longevity increases). During the past two years elimination 
of almost 10 percent of the CX workforce reduced the aggregate growth rate in salaries to 
less than 1 percent per year.  However, it will take cuts of similar magnitude each year in 
the future to keep the growth rate to such level.   
 
County employee benefit costs over the last several years on average have grown at an 
annual rate of nearly 10 percent – on par with private sector experience across the 
country.  However, for the next several years, this rate is expected to grow at around 15 
percent per year (also on par with an expected increase in the national rates). 
 
While labor costs are a major challenge, the County is constrained by both state laws and 
County policies in tackling these costs.  The County currently has 94 different union 
bargaining units operating under 66 different union contracts.  Over two-thirds of CX 
program employees are unionized, and this percentage has grown steadily over time.  
State law requires interest arbitration for sheriff employees and jail guards (as well as 
transit workers, not a part of the CX budget) – sending wage and working condition 
impasses to binding arbitration.  Most significantly, County labor policies discourage 
contracting out of work.  State case law interprets portions of the County Charter as 
preventing contracting out in certain situations.8  Union leaders, we are told, much prefer 

                                                 
7 Source: Washington State office of Administration of the Courts, based on U.S. Department of Justice, 
Bureau of Justice statistics FY 1999 data. 
8 Joint Crafts Council v. King County, 76 Wash. App. 18 (1994).  
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budget cuts be taken through employee reductions – rather than salary or benefit cuts or 
contracting out of work: this forces the County to cut service levels in order to balance 
the budget.   
 
It must be acknowledged that the County has achieved significant cost savings in 
working with its unions.  For example, the most recent benefits contract (jointly 
negotiated with the County by all unions), doubled employee medical co-payments, 
allowing a one-year reduction in growth of benefits to around 1 percent as compared to 
the roughly 10 percent annual national average in recent years.  Also, through agreement 
with unions, the County has for the last many years used a national cost of living 
allowance index for most employees9 that is lower than the regional Seattle-Everett 
metropolitan area cost of living index.  State data suggests that County top managerial 
salaries lag significantly behind their public and private sector counterparts – an issue 
that we are told is having negative impact on the County’s ability to attract high-level 
managerial employees.  
 
In aggregate, the cost of funding status quo CX services, after considering the cost of 
salaries, benefits, and all other factors (inflation, growth of service demand, 
regulatory changes, etc.) is growing at a rate of 5½ to 6½ percent per year.   
 
The County has a limited revenue base, dependent upon capped property taxes.  
Although the services performed by the County have evolved over time, its fiscal 
resources to provide these services have changed little since its creation.  The County’s 
revenue tools are defined by state law.  This includes two separate general property taxes 
(one levied countywide, the other in the unincorporated areas – currently dedicated by 
policy to roads), a share of sales tax (collected at one rate within cities, and a higher rate 
in unincorporated areas), some dedicated property and sales tax authorities (such as real 
estate excise tax and a share of a regional criminal justice sales tax).  The County also has 
authority to impose a variety of fees (many of which, such as court and licensing fees, are 
fixed in amount by state law).   
 
The County’s primary revenues sources for providing regional and local services are 
listed below in Table 7.10  The relative amounts of these revenues are identified in the 
charts on Table 8.  This table illustrates the County’s overwhelming dependence upon 
property taxes—taxes that have been capped by voter initiative11 to an annual 
growth rate of 1 percent plus new construction.   

                                                 
9 Workers entitled to interest arbitration are not included in this: state law generally provides their salary 
increases are based on West Coast public sector comparable salaries. 
10As noted in Table 7, many of these revenues are not part of the CX fund.  Criminal Justice sales tax 
revenues are budgeted in a separate fund.  Unincorporated area property tax levy is dedicated by policy to 
the County Road Fund.  The Conservation Futures tax is dedicated by state law to acquisition of open 
space.  Real Estate Excise Taxes are dedicated by County policy to fund park and recreation capital 
projects.  Surface water management fees are required by state law to be applied towards storm drainage 
and similar environmental projects benefiting unincorporated areas.  
11 Initiative I-747, which went into effect January 1, 2001, caps the growth of property taxes without a vote 
of the people to 101% of the previous years’ receipts, plus taxes on new construction.  A simple majority of 
the voters can override this limitation.  
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The revenue and expenditure gap in general County government is thus in the range 
of 4 percent to 5 percent a year: this is the amount that must be cut each year from 
CX budgets.  To date, the budget gap has been filled primarily by cuts to internal 
government functions and discretionary services.  Human services and parks – 
discretionary items – have been hardest hit, but all central internal service budgets 
(overhead functions) have also been targeted in an effort to preserve regionally mandated 
services such as public health.  The County’s budget cutting priorities have been 
commendable and appropriate to date, but cannot resolve budget problems indefinitely.  
Regional mandated services can no longer escape significant budget cuts, given current 
policies and revenues.  
 
Unlike cities, counties cannot impose utility taxes or business and occupation taxes.  The 
heavy reliance on property taxes means that unlike cities, the County’s revenue challenge 
does not resolve itself when the region comes out of recession.  Should inflation return, 
the problem becomes even more intractable.  Collectively, the County’s CX Revenues 
are expected to grow at an aggregate rate of less than 2 percent per year for the 
foreseeable future.   
 
 Table 7 

Major County General Government Revenue Sources 
(* identifies those revenues included in the CX Fund budget) 

 
Revenues collected countywide: 

*Countywide property tax (maximum rate: $1.80 per $1,000 assessed value) 
*0.15% of sales tax generated in cities 
*Countywide special levies (EMS, AFIS) 
 Conservation Futures tax  
 Criminal Justice sales tax (regional allocation per state law) 
 

Revenues collected in unincorporated areas only: 
 Unincorporated area property tax (maximum rate: $2.25 per $1,000 assessed value) 
*1% of sales tax generated in unincorporated areas 
 Real Estate Excise Tax dollars collected in unincorporated areas 
*Gambling taxes collected in unincorporated areas 
 Criminal Justice sales tax (per capital allocation based on unincorporated area population) 
Surface Water Management Fees 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Conflicting constituencies and multiple service obligations have led to misalignment of 
revenues and expenditures.  The dual regional and local role of the County has led to 
confusion and conflict over time about what the County should be doing, particularly as 
more and more residents live in cities and no longer depend on the County for local 
services.  With nearly two hundred local governments in King County, it is difficult if not 
impossible to generate consensus around public issues at the governmental level, let 
alone with the public.  The Growth Management Act, and subsequently adopted 
Countywide Planning Policies (CPPs) propose a long-term vision that apparently has 
substantial support from most of the governments in King County.  At its essence, the 
growth management vision calls for a clear distinction between urban areas and rural 
areas.  King County is to be the provider of regional services and the local government in 
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the rural areas; cities are to be the providers of urban local services.  Urban areas should 
receive urban levels of service, and rural areas should receive lower, rural areas of 
service.  
 
While the CPPs vision seems simple, in practice, it has proven difficult to achieve.  As 
the region has taken steps towards achieving its vision, the results have been less than 
optimal for King County.  Today we observe a major – but we believe largely resolvable 
– conflict between the County’s regional and local responsibilities.   
 
The primary challenge is in the County’s role in local urban service delivery.  While 
some full-service cities would prefer the County focus on regional mandates, many other 
cities rely heavily on the County to provide local services under contract.12  The County 
today has substantial resources dedicated to urban, in-city local service delivery – 
although these efforts are largely “revenue-backed” by fees from cities.  More 
significantly, over 210,000 people live in urban areas that are not yet part of cities – 
equivalent to the second largest city in the state.  Thus, over a dozen years into 
implementing the Growth Management Act, King County remains heavily involved in 
delivering urban services to areas inside and outside of cities.   
 
Some urban unincorporated areas desperately want to be annexed; others want to be left 
alone.  Some cities are interested in annexing neighboring territories; others are not.  
Annexation is dependent upon several things, chiefly: (1) cities agreeing to assume the 
territory; and (2) residents agreeing to be annexed.13  The County itself has been 
ambivalent towards the issue of annexation, sometimes finding it difficult to encourage 
constituents to turn to cities for services.  And, special purpose districts – fire districts, 
water and sewer districts, among others – can pose significant challenges to annexation as 
it often means for them both loss of service territory and tax base.14   
 
The CPPs call for the remaining unincorporated areas to annex or incorporate (with a 
preference towards annexation) by 2012.  Throughout the 1990s there was a wave of 
annexations and incorporations in King County, as nearly a dozen new cities were 
formed.  Most of the remaining unincorporated urban areas (with notable exception of the 
Highline/White Center area) have been claimed by cities as part of their future territory – 
so-called “Potential Annexation Areas” (PAAs).  However, the rate of annexation has 
slowed significantly in the last few years.  And, the County has no legal authority to 
cause the remaining annexations to occur.  
 

                                                 
12 The magnitude of these contract services is significant, and includes areas such as road maintenance, 
district court, marine patrol, and police services, among others.  The sheriff’s department reports that over 
40% of its budget is “revenue backed” from city and other government service contracts. 
13 New state legislation appears to create an opportunity for annexation to now occur in certain “islands” of 
unincorporated territory simply through agreement between the City and County.  This could create a major 
opportunity to accelerate the pace of remaining annexations.  
14 A recent highly publicized case with statewide implications was the Grant County Fire District No. 5 v. 
City of Moses Lake, 145 Wn.2d 702 (2002), in which the District challenged the constitutionality of the 
petition method annexation – and won.  The District sued in response to an effort by the City of Moses 
Lake to annex a portion of the Fire District.  
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Areas annexing or incorporating have included key commercial centers – areas that 
(together with their surrounding neighborhoods) can be self-sufficient as cities, and can 
provide urban services with a reasonable tax load.  As a result, the County has been left 
with a patchwork of geographically separated unincorporated urban areas to serve – areas 
that consist primarily of residential areas and largely excluding commercial centers.  See 
map of King County at Attachment D.  These areas typically (although not universally) 
require tax subsidy in order to provide urban services – indeed, a city would typically 
subsidize these areas from its commercial center or downtown if these areas were 
annexed.   
 
In addition to its responsibilities for urban unincorporated area residents, the County is 
(and by law will remain) the local government for approximately 135,000 rural 
residents – a population equivalent to the second largest city in King County.  The CPPs 
call for the rural area to receive lower, rural levels of service than are found in urban 
areas and, because development in rural areas is limited, the CPPs recognize that a 
regional subsidy is necessary to support local government services to these areas.  
 
In sum, the regional land use vision proposes that the County to provide subsidized 
services to rural areas.  And, the practical result of GMA in the last 15 years has been to 
also leave the County with responsibility for a large urban area that generates relatively 
little sales tax (compared to commercial areas and high density residential areas in cities).  
Not surprisingly then, many of the County’s local service budgets are subsidized through 
regionally-generated revenues.  As the County Executive outlined in his 2003 Proposed 
Budget to the Council last Fall, the County proposed to spend nearly $42 million in 
regionally-generated revenues to provide local services to unincorporated area residents.  
Of this, $42 million, it is roughly estimated that $15 million is attributable to subsidizing 
the rural area, and the remaining $27 million to subsidizing the urban unincorporated 
area.15  Excluding roads, unincorporated area residents are collectively receiving nearly 
twice the amount of services than their local taxes pay for.  To date, County budgets have 
not tracked the change in this subsidy over time, nor pinpointed its size within various 
PAAs.16   
 
The subsidy means that regional services and central government functions are being 
cut in order to fund local services.   
 
Nearly sixty (60) percent of the County’s annual locally generated unrestricted revenues 
come from the unincorporated area property tax levy – dedicated as a matter of policy 
since the early 1980s to roads and transportation purposes.  This property tax is legally 
available for any unincorporated area purpose.  Cities do not spend this high a revenue 
percentage on roads.  Absent new revenues, as long as the unincorporated area levy 

                                                 
15 The County’s current financial system does not track rural versus urban expenditures—something we 
recommend addressing in the 2004 budget.  The $15 million figure is based on inflating the only recent 
estimate of the rural subsidy, calculated in 1997 to be approximately $12 million. 
16 For example, it is suspected – but difficult to prove – that local service budgets have not been cut 
commensurate with annexations and the subsidy has grown on a per capita basis over time, even accounting 
for inflation. 
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remains dedicated to roads, the remainder of local services – particularly law safety and 
justice expenditures (if provided at any semblance of their current levels) – will be 
subsidized by regional revenues.  Absent new revenues, re-allocating the unincorporated 
area property tax away from roads towards other local services is one of the only means 
for the County to avoid further cuts to regional services.  But re-aligning “road” revenues 
cannot solve the problem for any length of time without devastating unincorporated area 
road programs.   
 
Ultimately, unless the region fundamentally revisits its growth management plans, the 
conflict between County’s regional and local roles will continue and regional service 
budgets will suffer – until annexations or incorporations remove urban local service 
responsibility from the County and/or new revenues are made available to County to 
meet these local service obligations.  Annexations require city consent and resident 
support.  The County is a necessary player, but does not control annexations.  
Fortunately, we are seeing unprecedented solidarity from cities as to the need to address 
the urban subsidy.17 Because the dollars associated with this revenue/expenditure 
misalignment are so significant, this is a major area for corrective action. 
 
A complex, politicized, fragmented organization suffering from a lack of healthy 
central systems and challenging corporate culture.  King County is an extremely 
complex organization in terms of service delivery, governance, organizational structure, 
and culture.  The diversity of County operations manifests itself most obviously in dozens 
of County offices spread throughout King County: County employees in different 
programs have little or no interface with one another on a daily basis.  County employees 
work out of offices at Marymoor Park, sewage treatment plants in Magnolia and Renton, 
airport offices at Boeing Field, several sheriff precincts, County health clinics, 
courthouses in eight cities, and hundreds of buses, each day.  The sense of a single, united 
government is lacking.  There are 93 separately elected officials in King County 
government, some elected countywide, some by district.18  The Executive and Council 
are elected on a partisan basis.  The multitude of unions, bargaining units, and restrictive 
overlay of labor policies further complicates County management as we have noted 
earlier.  Budget pressures have resulted in competition between departments for funding.  
 
Related to these factors, the County does not have a consistent set of business practices, 
processes, and systems across all departments and programs.  This results in missed 
opportunities for efficiencies.  Central governmental systems at King County suffer from 
a lack of investment, and a lack of standard procedures.  There is no unified financial 
system; no single human resources or payroll system; and no budget to achieve these 
goals.  There is no uniform policy for computer hardware or software purchases.  The 
County still relies on mainframe systems for core functions.  With limited exceptions, no 
programs encourage employees to find efficiencies, or to work across government 
functions to identify possible savings.  Recent initiatives to introduce managing for 
performance and benchmarking are relatively undeveloped, but their introduction, 

                                                 
17 See Attachment F. 
18 Comprised of 1 county executive, 13 county councilmembers, 1 county assessor, 1county prosecutor, 1 
county sheriff, 51 superior court judges, 25 district court judges. 

 12

E-Page 141



together with the Wastewater Division productivity initiative and unification initiatives 
sponsored by the Department of Executive Services, evidence a recognition of the need 
for change.   
  
Acknowledging success to date – and the difficult path ahead.  While we have concerns 
about the internal business functions and practices, we must also acknowledge that the 
budget cutting activity undertaken by the Executive and Council in the last two years has 
been significant.  The over $90 million in CX fund cuts and savings accomplished in 
these recent budgets has been painful and has required strong leadership.  County 
government is facing up to its budget challenges.  The fact is, however, that the budget 
cutting “degree of difficulty” increases every year: cuts and changes rejected last year as 
too painful are among the only options left on the table this year.  At this point, we see no 
remaining easy fixes or “silver bullets.”  Managing the budget challenge this year and in 
the future will require many smaller actions, and patience.  It will require challenging the 
way County government has traditionally managed and provided service.  It will mean a 
commitment to sharing the pain in all areas, to finding efficiencies at all levels of County 
government.  It means managing for the long-term, rather than the immediate crisis.   
 
 
 
PART II:  WHAT IS THE COUNTY’S ROLE? SERVICE PRIORITIES, SERVICE 

LEVELS 
 
The Challenge:  Facing a significant annually recurring gap between revenues and 
expenditures, what should be the County’s service priorities?  Are there services or 
programs that the County can no longer provide?  For King County, the vast majority 
of services provided not only have their own constituency, they are mandated by the 
state.  While specific aspects of programs may be eliminated, or provided in a different 
way, some actions are not tenable, for example, the County cannot stop operating 
superior court.  Yet, the question: “what is the County’s role?” has come up repeatedly 
throughout our deliberations. 
 
Analysis:  The County’s mission, vision statement and goals provide little guidance in 
the quest for prioritizing or culling programs.19  Within the context of considering 
reductions in previous years’ budgets, the County has employed sensible criteria for 
making budget reductions, which bear repeating:  

                                                 
19 King County’s current adopted Mission, Vision statement and goals are:   

Mission:  Enhance King County’s quality of life and support its economic vitality by providing 
high-quality, cost-effective, valued services to our customers. 
Vision:  King County – Leading the region in shaping a better tomorrow. 
Goals:    1.    Promote the health, safety and well being of our communities. 

2. Enrich the lives of our residents 
3. Protect the natural environment. 
4. Promote transportation solutions. 
5. Increase public confidence through cost-effective and customer-focused essential 

services. 
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• Direct services prioritized over administrative functions (unless necessary to 
assure adequate oversight and control); 

• Mandatory services prioritized over discretionary services; 
• Regional services prioritized over local services; 
• Unincorporated services prioritized over in-city services (e.g., parks); 
• Raising fees prioritized over cutting services; 
• Full cost recovery for contracts; and 
• Limited subsidy of rural areas per GMA/CPPs. 

 
These criteria are appropriate.  But, given: the extent of budget cuts to date; the large 
number of mandated regional and local services that the County provides; citizen and city 
concern over discretionary service cuts (particularly in parks and human services); limits 
in state law and the market to further increasing many fees for service; and the fragile 
condition of basic County central government systems, these criteria will be less helpful 
in the future.  The County must now determine if there are any services that can be 
completely eliminated, or significantly scaled back.20  And, new criteria must be 
developed to guide budget decisions. 
 
Our review suggests the following three general categories of activity in which the 
County is now engaged: (1) Regional activities around which there seems to be 
consensus that the County’s role is appropriate; (2) Regional activities generating a 
number of possible questions/alternatives; and (3) Clearly local activities.  We 
acknowledge up front that others will disagree with our categorization—indeed, this is 
inevitably a somewhat subjective exercise, which accounts for the ongoing disputes as to 
the appropriate role of the County.  
 
Beginning with the first category, there appears to be consensus, (except as noted 
parenthetically), that the County is the appropriate Regional Service Provider for: 

• Sewage treatment (not a direct CX issue.  Note: service area covers only part of 
County) 

• Transit service (not a direct CX issue.  Subject to discussion of multi-county 
delivery, consolidation of transportation systems) 

• Superior court (state mandate) 
• Public defender (state mandate) 
• Prosecutor (state mandate) 
• Felony jail (state mandate) 
• Treasurer (state mandate) 
• Assessor (state mandate) 
• Public records (state mandate) 
• Elections (state mandate) 
• District Court (unique jurisdiction for small claims cases and certain other filings, 

per sate law) 
• Sheriff (regional jurisdiction on some matters defined by state law) 

                                                 
20 Part III of this Report looks at the issues of providing services in different ways to gain efficiencies. 
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• Public health (state mandate, and some discretionary services; service level issue) 
• Human services (discretionary; service level issue; lack of partnership funding 

from cities is an ongoing issue) 
• Regional parks (discretionary; service level issue)  
• Funding and oversight of Automatic Fingerprint I.D. system (funded through 

special periodic property tax levy) 
• Funding and oversight of Emergency Medical Services (funded through special 

periodic property tax levy) 
 
It appears that questions exist as to County’s appropriate regional role in: 

• Specialized police services (K-9, Bomb Squads, SWAT teams, helicopters, 
marine patrol, etc.) Multiple service providers exist in King County.  Some cities 
rely on the Sheriff’s Department for specialized police functions that the County 
makes available to the region; others prefer to provide their own services, or work 
in sub-regional coalitions that provide these services.  It appears that significantly 
more resources are collectively dedicated to this area countywide than are 
necessary to meet the needs of the population)21 

• Animal control (Currently there are several service providers within the County; 
the County’s covers most of the geographical are of the County and is largely self 
supporting through animal licenses fees.) 

• District court (We understand there is a disagreement as to whether the County 
has the option to provide this service to cities; the question is whether providing 
the service at full cost can be achieved?) 

• Economic development  (discretionary) 
• Regional transportation (discretionary) 
• Medic 1 services (These are provided by the County in south King County, and 

are provided elsewhere in the County by cities and fire districts.  The service is 
almost completely funded by the EMS levy.) 

• Airport  
 
We do not here attempt to resolve the differences of opinion about the County’s regional 
service role in the foregoing areas.  That is beyond the scope of our work.  We would 
simply note that these are all potential areas for continued regional dialogue.   
 
King County is the Local Service Provider in the unincorporated areas for the following 
services (mandated by state law except as noted with asterisked (*)): 

• Unincorporated area roads 
• Courts of limited jurisdiction for misdemeanor crimes arising in unincorporated 

areas 
• Building permits 
• Fire inspections 
• Local police services 
• Jail for unincorporated area misdemeanor offenders 

                                                 
21 See Attachment E for excerpt of recent state-funded report summarizing current number of such units 
funded and staffed across King County by numerous governments. 
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• Prosecution and public defense of misdemeanant offenses arising in 
unincorporated areas 

• Human Services* 
• Parks* 
• Surface water management/storm drainage 

 
* Not mandated by state law. 

 
Given the extent of mandated services, and the regional consensus around discretionary 
services provided by the County, we conclude that major savings are not achievable 
through “getting out of the business” in major service areas.  However, what must be 
addressed is means of service delivery and level of service.  We believe significant 
savings may be achieved by selectively eliminating various programs within service 
areas, changing the way services are provided, and in some cases reducing service levels. 
 
Generally, limited CX revenues mean that even if annexations enable local service 
budgets to shrink over time, regional CX service budgets cannot grow significantly.  
Growth and/or service improvements must be accommodated in large part through 
efficiencies.  Absent new revenues, however, the public must anticipate eventual 
reductions in regional service levels.  Specifically, it is not clear that local service 
budgets have been commensurately reduced as annexations have occurred in the last 15 
years: this issue must be rigorously managed in the future – or annexations will have the 
ironic impact of worsening the County’s fiscal situation. 
 
 
Recommendations:   
 
Near-Term/Immediate Actions:  
 
We identify no services that should immediately be eliminated.  However, services 
and programs must be constantly reviewed for effectiveness and efficiency.  And, 
restraint must continue in considering the establishment of any new programs.  Specific 
recommendations include: 
 

1. Ensure discretionary contract services are full cost recovery.  This must 
include not only consideration of overhead and operation costs, but capital costs 
as well.  

 
2. Make budget decisions consistent with the County’s growth management 

vision (as encompassed in the Countywide Planning Policies).  Budget choices 
should promote annexation of urban unincorporated areas, and reflect a lower 
service level for rural areas than for urban service levels (acknowledging some 
rural subsidy will be appropriate.)22  

                                                 
22 We commend the work of the Metropolitan Parks Task Force in laying out a vision for the County’s 
engagement in regional and local park and recreation that is based on, and consistent with, the County’s 
growth management vision.  
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3. Continue to use restraint in initiating new services and programs.  These 

should not be initiated unless they (1) are mandated, or (2) if discretionary, are 
either demonstrably able to save money over a period of years (not necessarily 
immediately); financially self-sustaining; or serve a highly compelling public 
purpose and can be delivered at a sustainable service level without undermining 
other budget criteria. 

 
4. Consider long-term fiscal impacts of decisions; exercise restraint in 

expending one-time savings or revenues.  One-time revenues should not be used 
to support ongoing operations, and, it should be a priority to levelize the rate of 
ongoing budget cuts (rather than have zero cuts one year and major cuts the next 
year).  Where possible, the County should take actions now that can save money 
in future years.  Commendable examples of steps taken to reduce costs in the long 
run include restructuring of the juvenile justice operations and renegotiated city 
jail contract.  

 
5. Determine the impact of discretionary contract services on overhead.  The 

clearest opportunities to get out of lines of business are in the area of discretionary 
contracts, such as road maintenance, sheriff service, and district court.  The 
decision to continue these contracts must be based on sound fiscal policy, rather 
than popularity.  The impact of these contracts on organizational overhead should 
be examined.  Specifically, do such contracts provide relief to other County 
functions by supporting necessary overhead infrastructure – or do these contracts 
compel larger system investments, including capital investments (at the 
Department or Countywide level) than otherwise is required, thus driving up costs 
to the organization?   

 
6. Give basic service functions of government records, elections, property 

assessment – the necessary resources to operate in a highly reliable manner.  
 
Longer-Term Actions: 
 

7. Develop long-term funding plans for human services and parks, clearly 
delineating regional and local roles.  Providing these services will become 
harder to justify if other regional mandates are constantly threatened by budget 
cuts and service reductions – as is the case today.  Passage of the parks in May 
levy bought a temporary respite for parks.  Although we are not here 
recommending the mechanism for doing so,  action may be needed to preserve a 
similar baseline of regional human services funding.  While we acknowledge 
there is some consensus emerging between cities and the County as to the 
County’s regional human services role, we could not reach consensus on whether 
funding of human services is in fact a regional service or the responsibility of 
cities.  And, despite the parks levy, funding parks operations remains a long-term 

                                                                                                                                                 
 

 17

E-Page 146



challenge.  The County simply cannot contribute significantly more to human 
services funding or parks unless new revenue sources become available.  

 
8. Reduce the jail healthcare budget.  While we lack the expertise to make specific 

recommendations here, a $19 million a year budget for jail health services – 
outstripping CX support for either parks or human services – calls out for an 
examination of potential service reductions.  

 
State Action: 
 

9. Aggressively oppose additional state unfunded mandates.  This must remain a 
major effort of the County in its advocacy work at the state level. 

 
Regional Dialogue:  
 

10. Consolidate and restructure delivery of specialized police functions:  The 
County should initiate a regional dialogue with cities, the port, and the state to 
examine this service delivery area.  Within King County, there are reportedly 80 
different specialty police units provided by at least 8 cities and the County.23  For 
example, there are three different marine patrol providers patrol Lake 
Washington.  There are multiple SWAT, Bomb, and K-9 teams.  There is 
unquestionably excess capacity here.  Can the County continue to afford an air 
patrol?   The control issues here are formidable – but the dollars on the table are 
potentially very significant if a more rationalized service delivery mechanism can 
be agreed upon.   

 
We are not proposing necessarily that the cities get out of this business nor that 
the County do so: we believe duplication means the public is collectively paying 
much more than necessary for these services which creates the potential for 
significant savings to King County and other governments.  On the one hand, a 
single service provider may provide the greatest opportunities for efficiencies; on 
the other hand, absent competition and operational reviews, a single provider may 
have little incentive to continually seek efficiencies.  Perhaps the existing 
Emergency Medical Service (EMS) model is an appropriate place to begin 
discussion, in that it has multiple service providers but the total amount of 
services funded is based on a regional assessment of medic units required to meet 
agreed upon standards, and operations are regularly assessed for their cost and 
efficiency. 

 
 
 
 
 
 
                                                 
23 See Attachment E, Excerpts from “Study of Law Enforcement Specialty Services” commissioned by the 
State and completed in September 2001 by MGT of America, Inc. 
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PART III:  ADMINISTRATIVE AND OPERATIONAL POLICIES AND 
EFFICIENCIES 

 
The Challenge:  King County is not as efficient as it could be.  Causes include: 
 

• The complexity of the County organization, including the broad diversity of 
services provided. 

• A highly political organizational environment with a multitude of separately 
elected officials.  This can make the internal governmental processes time 
consuming, duplicative, and unconstructive.  

• Labor policies discourage contracting services out to other service providers 
where such alternatives may be more efficient. 

• Recurring concern and confusion about overhead costs: the overhead model is 
complex and little understood by internal or external clients. 

• Lack of standardized practices, processes and systems for basic business 
functions.  

• Lack of funding to develop and maintain needed central systems, particularly 
information technology systems and financial and payroll systems.  

 
Analysis:  Significant savings and efficiencies have been found in the last two budgets.  
But opportunities for greater efficiencies clearly exist.  Sound management principles 
must continue to be reinforced in the government.  We note with concern Governing 
Magazine’s February 2002 report card of King County giving weak grades in 
“Information Technology,” “Managing for Results,” and “Human Resources.”  It does 
not appear to us that the County has an internal culture that generally rewards efficiency 
or manages for performance.  The County’s future success requires that it is able to make 
the case that it is an efficient and effective steward of public tax dollars.  
 
We see two major challenges to the County’s operations: the lack of strong central 
management systems and practices, and the labor environment.  These issues have been 
outlined in Part I of this report.  The multiple financial and payroll systems are 
particularly of concern, as is the disparity of operational practices and procedures.  In 
recognition of the challenge, the Department of Executive Services has or is about to 
launch a series of “unification projects” that seek to balance the departmental desire for 
autonomy with the need for standardized rules and procedures – and holding departments 
accountable for compliance.  This is a common practice in the business world, with 
notably positive results and should be encouraged within the County.  
 
Regarding the labor environment:  the County’s first job is to provide public service, not 
to employ people.  New ways of providing service must be considered if they are the only 
ways to maintain service levels within available revenues.  This may or may not suggest 
contracting out of services and programs – depending on the public service objectives 
and the opportunities to meet those objectives with fewer taxpayer dollars. 
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Recommendations:  
 
Near Term/Immediate Actions.  
 

1. Create a stronger culture of efficiency within the organization.  All branches, 
and all departments, of the County government must consider whether they are 
themselves efficient, and whether they are supporting efficiencies within the 
government as a whole.  The County should not limit its efforts to addressing 
efficiencies only within CX agencies.  An emerging culture of “haves” and “have-
nots” within the County (distinguishing cash-strapped CX agencies from others) 
is apparent and not positive for County government as a whole.  Being “revenue-
backed” is not a reason to ignore the need for efficiencies, particularly in the 
delivery of local services that are collectively being subsidized.  Drawing from 
the input we received from department directors, we encourage the County to 
increase accountability at all levels of the organization.  Managing for 
performance, benchmarking, and performance measures: these tools must become 
part of daily management practice at the County.  Incentives should be put in 
place to help make this cultural change take place:  examples such as the 
Wastewater productivity initiative should be replicated elsewhere in County 
government.  Policies that arguably discourage savings—such as the budget office 
capturing all under-expenditures – should be eliminated.  Duplicative 
processes and reporting requirements that waste time and resources should be 
streamlined.  For example, we question the value of including over 140 budget 
provisos in the 2003 budget: the time required to respond to these provisos is 
significant, and it is not clear that the benefit of the reports outweighs the 
diversion of so much managerial time.  

 
2. Implement additional efficiencies and control costs in the law, safety and 

justice arena, through pro-active work of the Criminal Justice Council.  With 
over 70 percent of the CX Fund expenditures, unquestionably, law, safety and 
justice functions should not be immune from the need to become more efficient.  
The culture of autonomy within the separately elected areas of government – 
sheriff, prosecutor, district court, superior court – must be challenged: 
coordination and transparency are key to efficiency.  The Criminal Justice 
Council must provide leadership to identify efficiencies and ways to control costs.  
Without their input, cuts will still have to be made – but perhaps in a less than 
optimal way.  The Task Force respects the expertise of these groups to help 
identify the most appropriate efficiency tools.   

 
All law safety and justice agencies need to be actively engaged in this effort with 
the Executive.  Are current means of providing services the most efficient and 
effective?  Are specialty courts worth their higher operating costs because of other 
systemic savings provided?  Is service delivery becoming more or less efficient on 
a per capita or caseload basis?  Are service levels growing or declining?  
Questions such as these should be answered and tracked over time in a consistent 
manner.  Innovations that can streamline operations and save money must be 
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aggressively sought out and implemented.  Recent initiatives such as creating a 
Community Corrections Division with the Department of Adult and Juvenile 
Detention are important steps, as is the work encompassed in the Juvenile Justice 
Operational Master Plan and Adult Justice Operational master plan.  Efforts to 
reduce the average daily jail population in the County’s jails should also continue.  
 
As an initial step, we strongly encourage an investigation of the potential to save 
money through consolidating the administration of district and superior 
courts.  Ultimately, consolidation of the courts themselves may also be needed to 
bring additional efficiency to operation (this would require state legislation). 

 
3. Provide greater transparency in presenting the budget and budget and 

operating policies.  The County budget should set forth separate regional service 
and local service budgets—detailed by type of service and geography.  The 
County should know how much it spends in each PAA on local service.  This 
should be a priority in developing the 2004 budget.  Clarity is particularly needed 
for the law, safety and justice budgets managed under direction of separately 
elected officials: budget and management information from these departments 
must be fully accessible to the Executive and Council.  Uniform definitions should 
be developed and employed across the organization when presenting budget 
information –particularly in the area of departmental and division overhead.  
Effort should also be made to make the overhead model more understandable, as 
we heard considerable concern and confusion on this subject.   

 
4. Streamline, simplify and standardize operations, practices and policies.  

Departments, separately elected officials, and union leaders must be willing to 
align operations practices and procedures for the benefit of the entire County 
organization.  It is not possible for the Task Force to quantify the savings possible 
from these items, but our observations suggest that the savings could be 
significant, given adequate time and funding to implement these suggestions.  
Engaging all employees in a search for productivity improvements has had 
demonstrated effect in the business world, yielding as much as five percent annual 
savings on an ongoing basis.  The Department of Executive Services (DES) 
initiative to make internal practices more uniform is potentially very important 
initiative.  In addition, there should be an ongoing rigorous and comprehensive 
effort (again involving personnel at all levels of the organization) to find internal 
and external barriers to efficiency—outdated code provisions and policies--and to 
remove these barriers where possible. 

. 
5. Invest in central systems: Technology investment in central systems is lagging 

and must be addressed.  The price tag associated with these investments is 
significant.  The County should make it a priority to direct one-time resources to 
fund these capital investments.  Financial Systems Replacement (FSRP) should be 
a high priority.  We also believe the timeline for replacement/acquisition of 
needed systems can and should be significantly accelerated.  To truly realize the 
benefits of upgraded systems, the County must simultaneously implement greater 

 21

E-Page 150



standardization of basic business practices and procedures.  As part of this whole 
effort, the County should review the experience of the City of San Diego that 
apparently outsourced much of its Information Technology (IT) function in a 
manner that preserved individual employee jobs by moving them to private 
employer. 

 
Longer-Term Actions: 

 
6. Secure efficiencies through new methods of service delivery: first seek 

employee ideas and actions; if necessary, contract out services to other 
governments or to the private sector.  Contracting out is not universally 
appropriate or cost effective.  In particular, the ability to perform services may not 
exist in some cases outside government, and in all cases sunk investments and the 
interests of the public must be considered.  The County has achieved significant 
successes through partnership with labor, and this should continue wherever 
possible.  Employees may have the best ideas about how and where to find 
efficiencies in County operations--and should be actively engaged in this type of 
inquiry.  In fairness, public employees should be given the opportunity to provide 
services at a competitive cost to private sector options before alternative service 
providers are engaged.  But ultimately, the goal should be to preserve service 
levels to the public, not public sector jobs.  Some specific ideas that we believe 
should be pursued include: 

 
a. Amend the County Charter and labor policies to expand the ability 

to contract out to both the public and private sector where it can 
preserve public service levels.  

b. Pursue “reverse contracting” with cities.  For example, can the City 
of Bellevue provide equivalent police services as are currently being 
provided by King County in the neighborhood of Eastgate – but at less 
cost?  Can some cities provide maintenance of neighboring County 
parks at less cost than the County?  The geographically fragmented 
service area of King County suggests there may well be such 
opportunities – and the lack of current examples is therefore somewhat 
surprising.  The Task Force encourages the County to actively 
investigate this idea – where it can save public dollars.  

 
7. Collaborate with other governments.  We would emphasize the importance of 

maintaining positive dialogue with regional partners – cities, special purpose 
districts, other counties.  King County does not exist in isolation, and we are 
convinced that the cooperation of other governments will be key to resolving the 
County’s problems in the longer-term.  For example, there may be savings 
achieved through joint purchasing agreements in areas such as fleet or insurance.  
We suspect there is a great amount of duplication in the delivery of public 
services as between the nearly 200 units of government within King County.  
Opportunities for more efficient service delivery through consolidation must 
continually be sought out.  
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8. Aggressively seek cost control of salaries and benefits.  With these items 

consuming over seventy percent (70 percent) of the CX dollars, these areas must 
be a central consideration balancing the budget.  The County must consider its 
employee benefits package: the County has yet to adopt innovations in this area 
that may assist in controlling annual cost increases.   Work on this should begin 
now, even though the current benefits contract will be renegotiated in 3 years.  
Data from the state indicates that King County top managerial salaries lag behind 
both private and public sector comparables.  While the County must continue to 
be vigilant in controlling costs, this raises an underlying basic competitiveness 
issue: King County must be able to attract and retain good employees. 

 
9. Examine options to reduce facilities costs.  The County now rents nearly 

300,000 square feet in downtown Seattle in numerous office buildings.  Should 
the County buy some building instead?  Or build them on land it owns?  Should 
so many County services be in downtown Seattle, given real estate market, lower 
cost options elsewhere in County?  Would greater efficiencies occur from having 
County functions physically consolidated? The County should undertake a 
comprehensive analysis of office space options. 

 
10. Explore detention alternatives.  The County should determine whether it would 

be less expensive to send its low risk prisoners (who otherwise do not qualify for 
alternative detention) to Yakima, as many cities have done.  We understand that 
the County could only reduce costs on a marginal basis through such steps, so this 
may not result in savings (in which case, it should not be pursued). 

 
11. Revise jail employment structures.  In partnership with unions, the County 

should investigate whether operating efficiencies at jail could be achieved through 
broader – and far fewer – employee job descriptions than the current 64 separate 
job titles currently in place. 

 
State Action: 
 

12. Advocate for greater flexibility in the labor area.  In particular the County 
should seek changes to binding arbitration requirements in order to provide 
greater ability to control costs. 

 
13. Seek changes in state law that will give cities and county tools to act together 

to achieve greater efficiency. 
 
Regional Dialogue: 
 

14. Sponsor “Best Practices” forums with other governments in the region.  
These may be helpful in identifying ways others have addressed common 
challenges of controlling cost of benefits, managing for performance, 
benchmarking, contracting out, and similar matters.  
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PART IV:  ALIGNING SERVICE EXPENSES AND REVENUES: ANNEXATION 

AND THE “URBAN SUBSIDY” 
 
The Challenge:  The current allocation of regional dollars to fund local service budgets 
is significant: over $40 million a year.  While some rural service subsidy is necessary and 
appropriate under growth management principles, the Task Force believes that acting to 
address the urban area subsidy may be the single most important step the County can take 
to address its fiscal challenges.  If the “urban subsidy” is eliminated, it will create 
significant breathing space for regional service budgets for several years – although it 
will not eliminate the County’s long-term revenue problem. 
 
Analysis:  As noted in Part I of this report, the County has a number of regional service 
roles and local service roles.  The County similarly has revenue sources that are collected 
regionally, and others that are collected only from unincorporated local service areas.  As 
a policy matter there is consensus that, ideally, regionally collected dollars should be 
spent to support regionally provided services – thereby matching those who pay for, and 
those who receive, the service.  Similarly, as a policy matter, unincorporated area dollars 
should support local services provided in the unincorporated areas.  There is now general 
consensus between the Executive and cities as to which of the County’s revenues are 
“regional” and which are “local,” resulting in the calculation of the subsidy at 
approximately $42 million this year.24  Of this $42 million, an estimated $27 million is 
attributable to local service delivery in the urban unincorporated areas – areas that as a 
matter of regional policy (as expressed in the CPPs, which were developed in partnership 
between cities and the County) are to be annexed by cities.   
 
The County cannot force annexations to occur under current law.  And, after over a dozen 
years of growth management, major annexations have not yet occurred.  A key barrier for 
cities to annexing is the cost of providing service in these areas, and infrastructure 
deficits.  Providing incentives to cities in service dollars or capital project funding has 
helped promote some annexations in the past.  Citizen support has also been a critical 
component of successful annexations.   
 
The County has unsuccessfully sought to close the “subsidy” through new taxing 
authority.  Specifically, an unincorporated urban area utility tax, similar in nature and 
amount to that currently authorized for cities, would generate an estimated $30 million a 
year.  We endorsed this concept earlier this year in hopes the state legislature would pass 
authorizing legislation.25  This single action could eliminate the urban subsidy in the 
short-term. 
 

                                                 
24 The key change occurred when the County agreed to classify its sales tax collections from within cities 
as “regional” in nature.  A further refinement has been to split the County’s unincorporated area sales tax 
receipts into two categories: 85 percent of such receipts are considered local, 15 percent are considered 
regional.  When the County previously considered all sales tax receipts to be “local” in nature, this meant 
there was no subsidy—“local” dollars fully paid for local services.    
25 See Attachment I for a copy of our letter to state legislators on this subject. 
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We believe the County should no longer maintain current local service levels in 
urban unincorporated areas at the expense of regional service budgets.  Urban 
unincorporated area residents must understand that their taxes do not support their current 
level of service and that the region’s plans call for them to annex (or if viable, 
incorporate).  And, if cities are truly committed to having the County provide quality 
regional government services and ending the “urban subsidy,” cities must work to 
complete the remaining annexations.  
 
The subsidy did not arise overnight, and will not be eliminated overnight.  Currently, 
nearly 70 percent of the subsidy from regional dollars is being applied to fund local law, 
safety and justice expenditures.  At the same time, the County is spending an estimated 
60 percent of its local revenues on roads.26  The major local revenue sources – and key 
policy limitations in their expenditure – are as follows:  
 

• Unincorporated Area Property Tax (generally known as the “road 
levy”).  This revenue source generates over $58 million a year.  It is 
legally available for all general government purposes in the 
unincorporated area but as a matter of policy has been dedicated solely to 
roads purposes since the 1980s.  There is a small penalty for “diversion” to 
other uses in the loss of some state revenue.  Currently, significant road 
dollars are expended on transportation improvements within cities and 
otherwise classified as “regional” in nature.  

 
• Real Estate Excise Taxes (REET).  This tax raises about $13 million a 

year.  Similar to the unincorporated area levy, this funding source is 
legally available for a broad array of capital purposes in the 
unincorporated area–but is limited by County policy to be spent entirely 
for park and recreation purposes.   

 
• Surface Water Management Fees (SWM).  SWM fees generate over $18 

million a year in total revenue.  These funds can be used to provide local 
surface water management and drainage projects, as well as projects with 
related environmental benefit.   

 
Unless the County is willing to make an explicit decision that local services to the urban 
unincorporated are more important than regional services then the County must actively 
take steps to reduce the subsidy of the urban unincorporated areas.  However, until these 
areas are annexed, options to address the subsidy are limited.27  The County can: 
                                                 
26 See Attachment G, which sets forth the major sources of unincorporated area revenues.  Excluding 
criminal justice sales tax dollars and surface water management fees that cannot legally be spent on 
transportation, over 60% of the remaining local revenues are currently allocated by King County to roads 
and transportation purposes. 
27 With a remarkable degree of consensus, cities have proposed a set of solutions to this issue (and to the 
County’s CX challenges, generally): Attachment F includes letters and a white paper submitted by cities.  
Included in suburban city recommendations specific to the subsidy are: imposing a moratorium on all 
building in the UGA, diverting the road fund, promoting annexation, and reducing local service levels. We 
reject the first solution, and endorse the latter as described herein.  Regarding the moratorium, it is probably 
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• Re-allocate revenue from all local revenue budgets to pay for more of these urban 

local services that are being subsidized by regional dollars, most notably, law, 
safety and justice expenditures.  This would directly reduce the subsidy and 
increase the amount of regional dollars available for regional services--with 
corresponding cuts to those local service budgets. 

• Reduce services to match revenue levels; 
• Continue to subsidize local service budgets; or 
• Secure new revenue from state. 

 
Although it will be politically challenging, we believe the County should pursue all these 
options—while also working to promote the annexation of remaining urban 
unincorporated areas.  We believe it is neither politically feasible, nor fair to urban 
unincorporated area residents, to simply slash services overnight in order to eliminate the 
subsidy—particularly so long as cities have not annexed these areas, and so long as the 
CPPs require that these areas receive an urban level of service.  Completely eliminating 
the subsidy by reallocating other local service budgets may be too devastating to those 
service areas--but the allocation of over 60% of local revenues to roads is no longer 
supportable in this crisis.  The County has unsuccessfully sought new revenue from 
Olympia to address the subsidy, but we believe that effort must continue.  In sum, the 
County must pursue a variety of options to reduce the subsidy and minimize the conflict 
between its regional and local service responsibilities.   
 
 
Recommendations:  
 
Near Term/Immediate Actions:  
 

1. Initiate a comprehensive strategy to simultaneously encourage annexation 
and reduce the “urban” portion of the local service subsidy.  On a time-limited 
basis – we propose three years at the longest – the County should re-direct its 
local revenues to (1) encourage annexation and (2) reduce the subsidy amount.  
All local revenues – particularly the unincorporated area property tax levy, Real 
Estate Excise Taxes, and surface water management fees – should be made 
available in some degree to support this program.  The goal is to focus as much 
money as feasible – on a time-limited basis – to secure annexation through 
agreements with cities and take immediate steps to reduce the subsidy by (1) 
reducing service levels and (2) reallocating local dollars to fund more of the local 
service budgets.  At the end of this period, progress must be assessed, and new 

                                                                                                                                                 
true that residential development along the urban fringe exacerbates the urban subsidy in some places.  The 
County should consider this fact in its development decisions.  Rezoning to allow commercial development 
in some urban unincorporated areas may be appropriate if it would result in a better balance of expenditures 
and revenues for the County.  Ultimately, a moratorium may not be legal. 
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budget limits established to ensure that the subsidy thereafter does not get worse.  
This initiative should be launched as part of the 2004 budget. 

 
The County must be unwavering in its commitment to publicly promote 
annexation.  It must be willing to start to immediately reduce services and realign 
expenditures.  In partnership with cities, the County must initiate public dialogue 
to build grass roots support in PAAs for annexation.  Residents must understand 
that they will see service reductions – and that the only way this can change is if 
the County imposes new taxes on them or if they annex.  Outreach efforts must be 
tailored to the needs and characteristics of individual communities.  The County 
must be prepared to put substantial dollars on the table for cities (albeit far short 
of various estimates of ‘urban infrastructure deficit’) to promote annexation. 

 
This initiative will require significant restructuring of current capital improvement 
programs and operating budgets for local service programs.  It will also mean 
halting or scaling back plans to bond these revenues – since if the effort is 
successful, the tax base to repay such bonds will be transferred to cities.  We 
believe this re-structuring, while painful, is well worth the end result of aligning 
County revenues and expenditures, transferring responsibility for expensive 
service areas, and achieving the regional land-use vision.  In practical terms, the 
reallocation of local revenues can simply mean a delay, rather than cancellation, 
of projects.  Given the magnitude of the budget problem the region must 
understand the urgency and importance of achieving these remaining annexations.   
 
Three important clarifications to this proposal must be clear:  
 
First, we are not proposing that the County “buy” its way out of the urban 
unincorporated areas by eliminating infrastructure deficits. There is woefully 
inadequate funding to do so.  Frankly, we do not believe immediate infrastructure 
upgrades are required in an annexation.  Portions of Seattle have been without 
sidewalks for decades since they were annexed.  Eliminating infrastructure 
deficits using only unincorporated area dollars is not possible in any reasonable 
time frame, and eliminating infrastructure deficits using regional dollars is not a 
responsible action given the current pressure on those budgets. And, funding 
today is much tighter than it has been historically.   
 
Second, Cities cannot fairly insist that the County completely eliminate the 
subsidy if the urban areas do not in fact annex.  Cities would themselves subsidize 
these areas.  Service reductions are inevitable (and appropriate) absent new local 
revenue streams.  But ultimately, if areas remain un-annexed, the cities cannot 
fairly continue to complain about the subsidy – and some nominal subsidy will, 
absent new revenue, be necessary to provide urban levels of service.  
 
Third, we are not proposing a “dollar-in dollar-out” approach to serving each 
individual PAA.  Just as cities transfer tax dollars from their commercial areas to 
support residential neighborhoods, the County needs budget flexibility in 
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directing its local service dollars.  A few PAAs may now be net exporters of local 
service dollars:  that may well be appropriate.  
 

2. Identify the basis and targets for cutting from all local service budgets as 
annexations occur.  Dollar-for-dollar budget reductions may well be impossible 
as tax base gradually disappears, leaving potentially even more diffuse geographic 
service responsibility for the County.  However, every effort must be made to 
reduce local service budgets commensurate with the loss of local revenues.  Work 
must begin immediately to map out the basis on which these cuts will occur.   

 
3. Quantify the current rural subsidy and rural service levels – and track them 

over time.  Unless the region wishes to revisit its growth management vision, a 
rural subsidy is appropriate.  But as part of the overall challenge of making the 
County budget more transparent, the rural subsidy and rural service levels should 
be quantified and tracked, so that the region can see that rural service levels are 
provided, and the price tag for doing so.  As called for in the CPPs, rural service 
levels should be demonstrably lower than urban service levels.  

 
Longer Term Actions:   
 

4.  Consider seeking legislation to equalize taxing authorities as between cities 
and unincorporated areas.  In the long-term, if annexations do not occur, and 
the County’s revenue problems continue, such solutions may be dictated.  We 
recognize that this would take major state legislation, and would probably be a 
more costly alternative for these areas than annexing to neighboring cities, but we 
do not think the County should continue to sacrifice regional service levels to 
fund its local service responsibilities.   

 
State Action:  
 
In addition to new revenues sources (outlined in Part V of this report), the County should: 

 
5. Advocate for a change in state law that will provide for automatic transfer of 

local parks and recreation facilities to cities upon annexation.   
 
6.  Advocate for changes in law that will streamline the annexation process.  

 
 
Regional Dialogue: 
 

7. King County and cities should work in the immediate term to refine the 
annexation strategy we have outlined.  Even absent consensus, we believe 
implementation of this strategy should begin in the 2004 budget.  
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PART V:  REVENUES 
 
Challenge:  The County revenue structure is inadequate to meet the demands of the 
County’s service obligations.  While significant effort can be made to forestall or reduce 
service cuts by doing business differently, ultimately it will not be possible to maintain 
service levels for a growing population with revenue growth of less than 2 percent per 
year.   
 
Analysis:  As was noted at the outset of this report, the primary cause of the revenue 
challenge is the heavy dependence of the County on property tax, and the absence of 
other viable revenue options.  The County must provide local services but has far less 
revenue authority than cities enjoy.  This inequity not only contributes to the regional 
subsidy of local services, it also creates a potentially significant barrier to annexation – 
urban unincorporated area residents observe that they will be subject to new types of 
taxation should they annex.  As we have also seen, cities have expressed reluctance to 
annex because of the poor condition of urban unincorporated area infrastructure, a result 
of the County’s limited revenue authorities.  
 
Even if our proposed strategy to accelerate annexation and reduce the subsidy succeeds, 
the slow growth of regional revenues – again, heavily dependent on property tax – will 
continue to be a problem for the County.   The city mayors who spoke to us during our 
deliberations noted the importance to their jurisdictions of having a strong regional 
government.  We concur:  all residents have a stake in the County becoming fiscally 
stable and providing quality regional services.   
 
The lack of state support for courts, indigent defense, and handling of aggravated murder 
cases is a particularly frustrating aspect of the County’s challenge.  The legislature’s 
rejection of the unincorporated area utility tax is similarly discouraging.  Pressure must 
be brought to bear on the state to address these issues if the County is to achieve long-
term fiscal stability.   
 
Absent additional state shared revenue, or revenue authority, the County has limited 
options to maintain regional service levels.  We would not expect voters to approve 
general tax increases for the County.  Rather, as we have seen in the past – with AFIS, 
EMS, and more recently, the parks levy – voters prefer to know where their money is 
going.  Cities themselves routinely use special levies to secure program funding.  For the 
County to do so as well is not inappropriate.  At the same time, the more the County can 
convey about its priorities, its vision, its plans for providing all services over a several 
year period, the more concerns about “piecemeal” funding solutions can be answered.   
 
Recommendations:  
 
Immediate/Near Term:  
 

1. Provide better public information about the County’s roles and revenues.  
Lack of public understanding is a barrier to reform in Olympia, and a barrier to 
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moving the annexation agenda.  It is critical that the public better understand the 
implications for basic County services resulting from the current property tax 
limitations and annexation patterns.  The County public television station could be 
a useful tool for this purpose.  County elected officials need to become educators 
and advocates for the government: much could be accomplished if the County’s 
94 elected officials presented a united front.  

 
2. Include a concise statement of the fiscal vision for the next several years in 

the annual budget.  Will new taxes be necessary?  If so, for what purposes?   Are 
major new initiatives planned?  Are major reductions planned?  As noted, while 
the public generally is unlikely to grant generic “county purposes” tax increases, 
funding solutions will in all likelihood include periodic special purpose levies as 
there are limited options to otherwise avoid service cuts and secure wanted new 
programs.  Special purpose levies are easier to justify, however, in the context of 
an overall plan for the government – so the public isn’t wondering when the next 
request for tax dollars is coming.   

 
3. Secure full cost recovery on all contracts.  This should include not only 

overhead and operating, but capital costs as well.  This recommendation has been 
earlier stated, but bears repeating.  It is illogical to undertake a major effort to 
annex areas in order to eliminate the subsidy of County local urban 
unincorporated area services – only to then continue to subsidize cities through 
contracts. 

 
4. Impose fee increases where possible to avoid further service cuts. 
 
5. Aggressively pursue grant opportunities. 
 
6. Develop a long-term funding plan for parks and human services.  

 
State Action:  

 
The State must act to grant more revenue autonomy to counties, particularly in fee 
setting.28  And, again, the State must refrain from enacting more unfunded mandates.  
Some specific proposals for state legislation follow:  

 
7. Grant urban counties planning under GMA authority to impose a 

councilmanic utility tax in urban unincorporated areas, comparable to 
existing city authority in scope and amount.  This is single most significant step 
the state could take (without impacting its own budget) to assist the County. 

 

                                                 
28 SB 5659, Laws of 2003, was signed into law by Governor Locke as we concluded our deliberations.  
This legislation provides new voter-approved sales tax authority to the County, proceeds of which are to be 
shared on a 60-40 basis with cities. We have not had an opportunity to discuss how, or whether, the County 
should use this new authority and we make no recommendations in this regard.   
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8. Grant counties authority to raise district and superior court fees.  We would 
propose full-cost recovery for some civil cases where for example large corporate 
parties are involved who can easily afford such fees. 

 
9. Reduce the state’s take from locally generated court fees.  Over 40 percent of 

the fees generated at District Court now are remitted to the state for other 
programs: those dollars would make a critical difference in the County’s ability to 
continue District Court programs.  

 
10. Institute authority to impose Superior Court fees on a “per pleading” basis, 

as is done in California and numerous other states. 
 

11. Increase direct state support for District and Superior Court.  The state’s sole 
current contribution – one half the salaries of Superior Court judges – puts it 49th 
in the nation in supporting courts, according to the State Administrative Office of 
the Courts.   

 
12. Provide some funding support for indigent defense costs.  

 
13. Increase legally permissible uses of the Real Estate Excise Tax (REET).  This 

tax can only be spent for capital purposes.  As was recommended by the 
Metropolitan Parks Task Force, some portion of this significant tax source should 
be available for maintenance purposes – for example to support the operation of 
capital improvements acquired with REET funds.  A further change worth 
considering would be to allow larger portions of this tax – perhaps all of it to be 
applied to maintenance purposes in times of an economic downturn. 

 
14. Continue to fund basic public health.  

 
15. Provide state funding for a greater share of the extraordinary aggravated 

murder costs experienced by counties.  These have reached such a magnitude in 
King County – even excluding the Ridgeway case – that they threaten the ability 
to maintain service levels throughout the County’s criminal justice system.   

 
16. Provide direct state funding to counties for defense costs in dependency and 

termination cases.  It is inequitable for the state to pay for prosecution of these 
cases at several times the rate that counties are able to pay for defense of these 
matters. 

 
17. Allow Counties to set public records and license fees at levels that will more 

closely approximate the full cost of service. 
 
Regional Dialogue 
 

18. Work with other government associations to jointly develop and advocate 
legislative agendas.  The “Tri-Association” agenda approach in which the cities, 
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counties and public safety lobbying organizations all worked together in the 2003 
legislative session is a potentially very powerful new initiative that should be 
continued.  And, given the importance to the business community of a healthy 
regional government, we would encourage the County to seek business 
community support of its legislative agenda where possible.  

 
 
 
 
 
PART VI:  CONCLUSION 
 
King County general government is in a crisis situation.  Current service delivery is not 
sustainable.  The challenge before the County – indeed, the region – is daunting.  After 
the few short months of our inquiry into general County government funding and 
operations, we are sobered by the complexity of the situation, and by the many steps that 
have already been taken to address this challenge.   
 
Despite several years of aggressive budget cuts by the County, unless continued steps are 
taken to trim programs, streamline operations, apply greater management rigor, challenge 
traditional service delivery mechanisms, shed remaining urban unincorporated areas to 
cities, and successfully lobby the state for additional revenue tools, a steady decline in the 
quality of County general government services is unavoidable.  Even if the County is able 
to make major progress in terms of efficiencies, ultimately it cannot succeed achieve 
long-term financial stability without the assistance of the state and the local governments 
in this region (particularly those who are stakeholders in annexation).   
 
It is said that democracy has many attributes but efficiency isn’t one of them.  Yet, we are 
confident that the County can and will take important steps to improve its effectiveness 
and efficiency in delivering services.  In so doing, citizen confidence in our government 
will improve.  We appreciate the difficulty of the task ahead.  We appreciate also the 
opportunity that the Executive has given us to provide him our assessment and 
recommendations.  A strong regional government, and effective local government for the 
rural area, is in the interest of the entire region.  We would offer as a Task Force to 
reconvene briefly in 2004 to assess progress on the agenda of work we here propose, and 
offer as well our continued services in advocacy for the betterment of County 
government.   
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DRAFT 
GUIDING PRINCIPLES FOR 

OPERATING SERVICE REDUCTIONS 
It is the recommendation of the Long-Range Financial Planning Citizen Advisory 
Committee to maintain current service levels utilizing efficiencies and seeking 
additional revenue sources.  In the event that additional revenue sources are not 
available to maintain services, then it is likely that the City will be faced with the 
reduction/elimination of services and programs.  As such, if the City is faced with 
making reduction decisions we would recommend that the following guiding 
principles be used when making service reductions: 
 
1. Preserve Community’s Priorities:  The provision of City operating services should 

reflect the priorities of the community.  Based on community input,  we believe the 
following services are of highest priority: 

a. Police Services – Specifically those of patrol, traffic enforcement, crime prevention 
and crime investigation  

b. Maintenance of the City’s streets, roads, and projects that improve traffic flow 
c. Human Services 
d. Economic Development 
e. Code Enforcement 

 
2. Maintain Quality:  The quality of programs necessary to meet basic core services should 

be maintained and selective service elimination/reductions to programs are preferable to 
across the board cuts that may diminish the quality of core services. 

 
3. Greatest Public Benefit:  Fee based cost recovery should be considered for programs 

that primarily provide individual benefit, as opposed to broad community benefit that is for 
the “greater good.” 

 
4. Cost Savings to Preserve Core Services:  Consideration should be given to cost 

saving measures such as staff furloughs, reduced operating hours, etc., that may 
preserve funding for core services.  There is recognition that these types of cost saving 
measures may have a negative impact on the level of services provided. 

 
5. Operating Priority over Capital Projects:  Funding of key operating services should 

take priority to the funding of capital projects, when the source of funding for both is not 
otherwise constrained. 

 
6. Proportional Administrative Cuts:  Reductions in support and administrative functions 

should be in proportion to reductions in operating programs, but not to the extent that 
would curtail the delivery of core services or the ability to meet legal requirements. 

 
7. Technology Efficiencies:  Use technology to improve the efficiency and effectiveness of 

the delivery of City services instead of hiring additional staff. 
 

8. Increased Volunteerism:  Enhance opportunities for volunteers to help provide 
assistance in the delivery of City services. 
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