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MEMORANDUM 
 

To: Kurt Triplett, City Manager 
 
From: Tracey Dunlap, Director of Finance and Administration 
 Neil Kruse, Interim Financial Planning Manager 
 George Dugdale, Budget Analyst 
 

Date: May 22, 2014 
 

Subject: CITY COUNCIL RETREAT – FINANCIAL PLANNING 
 
 
The purpose of this memo is to provide a brief recap of the year-to-date 2014 financial results, 
a brief overview of the upcoming mid-year budget adjustments on the June 17 regular meeting 
agenda, update the “Price of Government”, the 2013-2022 financial forecast, and the “Kirkland 
Quad”, and provide a discussion of a variety of financial planning and budget considerations in 
preparation for the 2015-2016 budget process. 
 
 
FINANCIAL STATUS 
 
The Financial Management Report (FMR) provides a review of revenue and expenditure 
performance for the quarter ending March 31, 2014 (Attachment A) and provides more detailed 
information on economic conditions and financial performance.  Overall, financial conditions in 
the first quarter of 2014 continued to show improvement, however, the rate of revenue growth 
has slowed and expenditures are on pace with budget expectations.  The second quarter report 
should be available in mid-August.   
 
The April dashboard report provides high level monitoring of the General Fund revenues and 
expenditures status and a few key revenue and expenditure indicators across funds that are 
especially important to watch.  The following are a few highlights from the April dashboard 
report (Attachment B): 
 

 Total General Fund revenues were at 34 percent of the budget through the end of 
April, one third of the way through the year.  Key revenues, including sales tax, utility 
taxes and development fees are all ahead of last year and sales tax and development 
fees are ahead of budget projections.  While overall revenue trends are positive, the 
continuing volatile global economic conditions and slow growth in the labor market 
remain a concern. 

 
 Overall, General Fund expenditures are consistent with budget projections with 32.9 

percent of budget spent in the first quarter.  This is largely because salaries and benefits 
make up a large portion of general fund expenditures and these costs were at budget 
through the first third of 2014.   
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The April sales tax memo (Attachment C) includes an analysis of sales tax revenue trends by 
business sectors and compares monthly and year-to-date data to last year.  Year-to-date 
revenue is up 8.8 percent compared to the same period in 2013, with substantial increases in 
the contracting, wholesales and miscellaneous sectors, and positive growth in most major 
sectors.  Year-to-date results are encouraging, however, the large gains in some categories 
seen in 2013, particularly automotive sales, have slowed in 2014. 
 
Development fees year-to-date have exceeded budget expectations, with revenues through 
April at 49.4 percent of budget. This result is due in part to large payments in January 
associated with the SRM project expanding Google’s campus.  With this level of activity comes 
increased service demands, which result in the continuing evaluation of resource needs as 
discussed further in the next section.  While the current trend is impressive, the volatile nature 
of building permits is tied to the construction market and can lead to spikes and drops in 
revenue throughout the year.  
 
MID-YEAR BUDGET ADJUSTMENTS 
 
At the June 17 City Council meeting, the Council will be considering mid-year budget 
adjustments to adjust appropriations to reflect unanticipated revenues that have been identified 
that may be expended, recognize positions, projects, or programs authorized since the last 
amendment, and incorporate housekeeping adjustments. 
 
The mid-year adjustments are summarized as follows (further detail on each adjustment will be 
included in the June 17 Council meeting packet; final dollar amounts for the adjustments are 
still under review):   
 
Council Directed/Other Requests and Previously Approved Adjustments – This category includes 
any additional changes identified by Council and formalizing previously approved actions (fiscal 
notes, etc.), such as: 

 Approved changes to capital projects, such as the acquisition of the Yuppie Pawn Shop 
property; 

 Recognizing King County Park levy revenue and the use for the planned replenishment 
of the General Capital Contingency funding of the Yuppie Pawn shop property; 

 Other pending adjustments to capital projects that need to occur prior to the adoption of 
the CIP update in December, such as the NE 85th Street award of bid and the remaining 
$110,000-$150,000 for funding the Kirkland Justice Center firing range; 

 Approved uses of Council Special Projects reserve; 
 Additional funding for the Aquatics Center Site Evaluation ($185,000); 
 Additional replenishment to the Litigation Reserve of $100,000 due to additional legal 

costs associated with the Cross Kirkland Corridor; 
 Uses of the City Manager contingency for MAC/AFSCME employee salary surveys 

($25,000) and climate population measures consulting ($12,500);  
 New grant revenue and the related expenses. 

 
Development Services Needs – With the continued strong level of development activity, there is 
a need to adjust staffing to maintain service levels.  In some cases, staff will be recommending 
making temporary development positions on-going FTEs to aid in recruiting in this very 
competitive environment.  It is important to recognize that, if the development cycle declines 
significantly in the future, that these resources may need to be adjusted downwards to match 
decreases in revenues and service demands.  Adjustments identified to date include: 
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 Various requests for one-time staffing resources to address workload issues; 
 Development Construction Inspector position request for change in status from 

temporary to regular (creation of a 1.0 FTE). 
 
Housekeeping Items – This category of adjustments are needed to adjust budget accounts, 
fund balances, etc., such as: 

 Reconciling appropriation changes from the mid-biennial budget adjustments, such as 
the amount for the Voter-approved (UTGO) Debt Service refinanced in 2013 and an 
appropriation change in the Information Technology Fund resulting from an approved 
transfer from the General Fund. 

 
The next opportunity for budget adjustments will occur as part of the biennial budget process at 
the end of 2014.  
 
PRICE OF GOVERNMENT UPDATE 
 
One of the strategic anchors used in the 2013-2014 budget process was affordability, as 
indicated by the “Price of Government”.  The “Price of Government” concept is defined in the 
book of the same name by David Osborne & Peter Hutchinson.  It is measured as revenues 
from taxes and fees to the government compared to the aggregate personal income level of the 
City’s constituents, with the ‘price’ expressed in percentage terms.  In general terms, the 
calculation is used to help define a band in which residents are willing to pay for government 
services and to provide a comparison over time.  The typical range for local governments is 
between 5 percent and 6 percent. 
 
Kirkland’s Price of Government graph in the Budget Message reflected actual revenue data for 
2007-2011, 2012 estimates, and the 2013-2014 preliminary budget.  The personal income data 
reflected actuals published by the U.S. Census Bureau (American Community Survey) for 2007-
2011 and projections based on the Washington State Economic and Revenue Forecast Council 
personal income growth forecast.   
 
The 2013 actual revenues and amended 2014 budget are now available, as well as actual 2012 
personal income figures and a new personal income growth forecast.  The revised graph is 
provided on the following page.   
   
Since the last update (shown in purple on the graph), the Price of Government in Kirkland has 
risen, although the total revenues are still below 4 percent and taxes only are below 2 percent. 
These results are roughly in line with 2010, the last full year before annexation.  The majority 
of the rise in 2013 between the previous and current update is due to actual revenues 
exceeding the budget, particularly sales tax, development fees, Real Estate Excise Tax (REET), 
and impact fees.  It is important to note that several of these categories are directly related to 
the high level of development activity and can be expected to fluctuate significantly with 
economic cycles.  
 
The change in the 2012 Price of Government is due to revising the per capita income number to 
reflect the actual from the American Community Survey.  In the prior projection, the 2011 
figure was a hybrid figure of the pre-annexation area through June 1, 2011 and the estimated 
post-annexation data for the rest of the year; 2012 and subsequent years were projected using 
the State’s income growth forecast.  The actual 2012 personal income figure is lower than the 
estimate ($48,103 versus $51,847, a reduction of 7 percent), which means that the same level 
of taxes and fees are a proportionately larger share of the citizens per capita income.  Personal 
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income estimates for 2013 and 2014 are also affected by this change, as well as a lower 
projection of income growth from the Washington State Economic Revenue Forecast Council.      
 

 
 
 
The change in the Price of Government over the past twelve months has happened without 
action on the part of the City, which highlights that this broad metric should be viewed as a 
trend indicator and in context with other measures, such as the quadrant chart and the 
forecast, both of which are updated below, rather than a single measure of financial stability in 
Kirkland.   
 
FINANCIAL FORECAST 
 
The baseline financial forecast has been updated to reflect actual expenditures in 2013 and to 
account for all budgeted on-going expenditures in 2014.  The forecast ends in 2022, allowing 
for analysis of the impact of the expiration of the annexation sales tax credit in 2021.  The 
forecast includes the annexation state sales tax credit at $3.4 million in 2014, rising at 4 percent 
per year in future biennia in line with the forecast for other sales tax revenues.  It is important 
to keep in mind that the state sales tax credit is only available to fund any actual shortfalls 
between annexation revenues and expenses, so may not rise at 4 percent per year for the 
entire period. 
 
The key assumptions in the Baseline Forecast include: 
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$3.2m - REET
$2.76m - Development Fees          
$1.4m - Impact Fees



May 22, 2014 
Page 5 of 15 

 

o Based on 2013 actuals and 2014 amended on-going budget, including all 
adjustments made as of May 2014  

o Utility taxes growth of 2% per year 2015-2022 

o Sales tax growth of 4% per year 2015-2022 

o Growth of 4% per year in annexation sales tax credit 2015-2021 

o No diversion of current revenue sources to CIP  

o No use of reserves in 2015-2022  

o 1% optional property tax and 1% annual growth in new construction property tax in 
2015-2022  

o 2% growth in other taxes (revenue generating regulatory license and gambling 
taxes)  

o 2% annual growth in other revenue in 2015-2022  

 

 Expenditures 

o Based on 2013 actuals and 2014 amended on-going budget, including all 

adjustments made as of May 2014  

o 5% annual growth in wages in 2015-2022 (assumes long term trend based on 2.5% 

raises, 1.5% steps & longevity, 1% market and other adjustments)  

o 7% annual increase in total benefits in 2015-2022  

o No annual growth in supplies, services & capital in 2015-2022  

o Estimated debt and sinking fund transfers for years 2015-2022 

o 1% planned reserve replenishment until 2018, when reserves will be at target  
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 The baseline forecast, which excludes all one-time costs, indicates a budget shortfall in the 
2015-16 biennium of approximately $1.12 million, or 0.7 percent of the biennial budget.  In 
2013 sales tax revenues were significantly over budget, and if sales tax was to continue to 
be close to the 2013 amount, this revenue could fund the deficit in the baseline forecast.  

 

During the Mid-Biennial budget process Council approved the addition of approximately $2.3 
million in one-time expenditures, mostly in salaries and benefits.  In addition to the existing one 
time positions and services packages adopted in the original budget, this accounts for about 
$3.4 million in approved one-time costs.  A listing of these expenditures and a projection of 
their impacts if they continue into 2015-2016 is provided as Exhibit 1 at the end of this 
memorandum.  If these costs were to continue the gap would widen and be closer to 2.9 
percent, as shown in the chart as follows: 

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Total Resources (000's) 82,804 78,987 81,043 83,000 85,012 87,079 89,205 91,390 91,388 91,271

Total Expenditures (000's) 80,489 80,932 80,962 84,201 87,623 91,235 94,143 98,249 102,066 106,724

 Net Resources (000's) 2,315 (1,946) 81 (1,201) (2,611) (4,156) (4,938) (6,859) (10,678) (15,453)

 Biennium Total (000's) 369 (1,120) (6,767) (11,798) (26,131)

55,000

60,000

65,000

70,000

75,000

80,000

85,000

90,000

95,000

100,000

105,000

110,000

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

$
 T

h
o
u
sa

n
d
s

BASELINE 2015-2022 GENERAL FUND FORECAST 

Excluding one time positions

Based on Actual 2013 spending and 2014 Budget with Adjustments
5% Growth in Wages

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



May 22, 2014 
Page 7 of 15 

 

 

 

 While all one-time costs may not be approved the likely shortfall will be somewhere 
between the two forecasts, which will require additional funding to close to gap between 
expenditures and revenues. 
 

 The impact of the expiration of the Annexation Sales Tax Credit (ASTC) in 2021 can be seen 
at the end of the projection period in both forecasts.  Measures that have been taken to 
help the City adjust to the revenue reduction include:   

o The overall non-voted general fund debt service, including the bonds used to finance 
the Public Safety Building, decreases by $450,000 in 2014 and by another $450,000 
in 2021.  Funds freed up from these decreases are intended to offset the loss of the 
ASTC upon expiration and should not be re-appropriated to other on-going needs.  
However, funds from these sources accumulated before the expiration could be set 
aside toward one-time uses, such as capital improvements or recouping the 
annexation costs incurred by the City prior to the effective date.   

o The adopted budget assumes that 1% of revenues would go toward reserve 
replenishment until reserves reach their targets, which is projected in 2018.  The 
removal of this requirement would reduce the operating budget by approximately $1 
million a year. 

Even given these measures, the forecast would indicate that the loss of the ASTC adds 
significantly to the gap by the time it expires in 2021.  At the June 2013 Retreat, a variety of 
potential long-range strategies to close the remaining gap at the end of the ASTC were 
discussed, including: 
 

 Reduce reliance on the credit slowly over the remaining period by reducing the amount of 
ASTC assumed for budget and forecasting purposes.  The ultimate gap to be filled upon 
expiration would be smaller if we assume the revenues remain at the current level. 

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Total Resources (000's) 82,804 78,987 81,814 83,795 85,832 87,925 90,076 92,289 92,316 92,228

Total Expenditures (000's) 80,489 80,932 83,519 86,849 90,367 94,080 97,065 101,282 105,217 110,000

 Net Resources (000's) 2,315 (1,946) (1,705) (3,054) (4,535) (6,155) (6,988) (8,993) (12,901) (17,772)

 Biennium Total (000's) 369 (4,759) (10,690) (15,981) (30,673)
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 Set aside a portion of non-annexation on-going revenue growth equivalent to the gap for 
one-time uses until the expiration date.  At that time, the on-going funds would be available 
to fund the on-going costs that continue after the expiration of the ASTC.  One of those 
uses is to reimburse the costs incurred by the City prior to the annexation effective date, 
which would take the form of reserve replenishment.  Other potential one-time uses for the 
funds that are set aside could include increased funding for capital projects. 

 If the City pursues forming a Regional Fire Authority (RFA), a decision will need to be made 
in terms of whether and how much the new tax imposed by the RFA would be offset by 
reducing the City’s existing taxes.  One argument for leaving a portion of the existing tax 
revenue in place (resulting in an overall increase in tax revenues) would be to offset the loss 
of the ASTC revenue.  How much net taxes increase must be weighed carefully against the 
public’s response, which may impact the outcome of an RFA vote. 

 Pursuing a voted tax option, which might include a levy lid lift for public safety purposes (a 
large cost driver in the annexation) or establishing a fire benefit charge as authorized by 
RCW 35.13.256 reflecting the 2012 state legislature’s approval of HB 2767.  Both of these 
options would require that the impacts of the ASTC revenue loss would be sufficiently 
compelling to result in a positive outcome. 

As future budgets are developed and funding decisions are made, opportunities for addressing 
the impacts of the ASTC expiration will be identified and considered in the decision-making 
criteria. 
 
THE KIRKLAND QUADRANT 
 
Following the citizen survey every two years, staff compile the Kirkland Quadrant, a high level 
look at how city services are perceived by the public, both in terms of importance and 
performance.  In addition, resource allocation to each of the areas is tracked to measure how 
much City revenue is being spent on the services the public most value. 
 
The 2014 citizen survey took place between April 6th and April 11th, 2014.  Citizens were asked 
to score a number of services on a scale of 1 to 5, for both performance and importance, with 5 
the highest and 4 the lowest.  Preliminary results are now available and are shown in the 
diagram on the following page. The 2012 survey is also shown for the purposes of comparison. 
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Between 2012 and 2014, the percentage of resources spent on “stars” and “imperatives”, those 
areas that citizens rate as highly important remained constant at 94.6 percent of resources 
allocated to areas in the quadrant.  However, there was a shift in resources away from those 
rated as high importance and high performance (“stars”), towards areas in which performance 
was not rated as highly.  This is primarily due to the passage of the 2012 Parks and Streets 
Levies, which provided the City with more resources in certain areas including Maintaining 
Streets and City Parks.   
 
Overall, the average performance of City services increased from 3.77 to 3.81, while the 
average importance of services increased from 3.95 to 3.97.  The largest increases in 
performance were in Recreation Programs and Classes and City Parks, which suggests that the 
additional funding provided by the passage of the 2012 levies is enabling the City to improve 
services that citizens have invested in.  There was a smaller increase in Maintaining Streets and 
Availability of Sidewalks and Walking Paths, which could be because these are larger scale 
improvement projects, which will take longer for the benefits to be realized. 
 
More in-depth discussion of the survey results will be provided separately at the retreat. 
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LOOKING AHEAD TO THE 2015-2016 BUDGET PROCESS 
 
At the June 2013 Financial Retreat, the Council reviewed the City’s fiscal policies that help 
address the issue of “Reprioritizing in the Rebound.”  The most relevant policy relates to reserve 
replenishment and provides, in part: 
 

RESERVE AND FUND BALANCE POLICIES 

“Reserve Replenishment (excerpt) 

• Reserve replenishments occur in two ways during periods of economic recovery: 

• Planned - A specific amount is included in the adopted budget, and 

• Unplanned - Ending fund balances are higher than budgeted, either due to higher than 
budgeted revenues or under-expenditures. 

• Planned amounts are included as part of the adopted budget. Planned replenishments 
toward 80% of the target level shall be set to at least 1% of the General Fund adopted 
budget. 

• Unplanned amounts available at the end of each biennium (if any) should help replenish to 
target faster. A high percentage (up to all) uncommitted funds available at the end of a 
biennium should be used for reserve replenishment until reserves meet 80% of target and 
the revenue stabilization reserve is at 100% of target. Some or all of those unplanned funds 
may be used in place of planned (budgeted) amounts in the following biennium to the 
extent it meets or exceeds the 1% budgeted amount. 

• Once reserves reach 80% of target and revenue stabilization reserve is at 100%, funds may 
be used to meet other one time or on-going needs. Additional funds should be used to fund 
a variety of needs, based on the following process: 

• Set 50% of available cash toward reserves until they are at 100% of target.  

• The remaining 50% shall be available for one or more of the following needs, depending 
on the nature of the funds available (one-time or on-going) and in the following order of 
priority: 

• Fund liabilities related to sinking funds for public safety and information technology 
equipment, 

• Maintain current service levels, 
• Fund one-time projects or studies, 
• Increase funding for capital purposes, 
• Restore previous program service reductions, 
• Potential program and service enhancements.” 

Reserve replenishment is clearly a high priority as additional revenues become available, as 
illustrated by the fiscal policy above.  After reserves, the needs defined at the end of the quote 
in the policy will be a focus for the 2015-2016 budget process: 
 
 Equipment Sinking Funds – As part of the 2013-2014 budget, the Council established new 

sinking funds for the replacement of public safety equipment and information technology 
infrastructure based on an assessment of needs over a 10 year period.  As part of the 2015-
2016 budget, the current status of these reserves will be reviewed, the equipment lists will 
be updated, and new items will be added, such as equipment at the Kirkland Justice Center 
(KJC), which will likely result in an increase in the overall funding requirement. 

http://www.kirklandwa.gov/Assets/City+Council/Council+Packets/061713+SpecMtg/4_Financial+Planning.pdf
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In addition to the equipment sinking funds, the amount set aside in the facilities sinking 
funds is likely to increase with completion of the Kirkland Justice Center (KJC).  Additional 
contributions, as well as shifts in square footage toward General-Funded functions (with the 
additional KJC area), will disproportionately impact the General Fund.   

 Current Service Levels – As illustrated by the forecast discussion above, additional revenues 
are needed each year just to maintain current service levels.  This dynamic represents the 
first call on new on-going revenues.  In addition, the expiration of the Annexation Sales Tax 
Credit creates an additional on-going revenue need in 2022 to support current service 
levels. 

 One-time Projects or Studies – As has been the case for many years, there are a number of 
needs that have been funded historically with one-time cash, but in reality represent on-
going commitments.  Examples include funding for A Regional Coalition for Housing (ARCH) 
and a portion of the funding for Human Services.  As discussed earlier and illustrated in 
Exhibit 1, the City has also added resources to needs that might be considered on-going 
using one-time funds.  In addition to the need to fund these activities reliably, the City 
routinely has one-time projects or periodic studies that represent calls on one-time cash.  
Examples include strategic/master/comprehensive plan updates, changes to technology, etc. 

 Funding for Capital Purposes – The 2013-2018 Capital Improvement Program, as updated in 
December 2013, reflects total capital needs of $607 million, of which $158 million are 
funded and $449 million (74%) are unfunded.  Over time, a variety of resources have been 
pursued to make progress on funding these needs, most recently, the approval of 
Propositions 1 and 2 of which both include significant capital components.  However, needs 
can be expected to increase as the numerous plan updates that are currently in progress 
(Comprehensive Plan, Parks, Recreation, and Open Space Plan, Transportation Master Plan, 
Surface Water Master Plan, etc.) incorporate the needs of the areas annexed in 2011 and 
update the needs previously identified.  Staff will undertake the full-scale development of 
the next CIP in 2015 in order to better incorporate the projects identified through the 
various plan updates.   

Based on preliminary results from the plan updates, it is clear that reprioritizing existing 
projects and/or adding new funding will be required to make progress on the identified 
needs.  As noted in the mid-biennial update, Real Estate Excise Taxes (REET) and impact 
fees have been coming in above budgeted levels due to the surge in development activity.  
Staff has set the majority of these additional amounts aside and no additional on-going use 
has been planned in the CIP update to provide a resource for the funding evaluation in 
2015.  The Council might also consider increasing the amount of General Fund resources set 
aside toward the CIP, which is currently $270,000, to provide additional funding for 
unfunded activities.  

 Restore Previous Program Service Reductions – During the past several years, the City made 
a number of service level reductions in response to revenue declines.  Some of those 
reductions were restored through Propositions 1 and 2, such as pedestrian safety and parks 
maintenance funding, however, the lower service levels are still in place in most areas.  
Consideration of whether any of these programs or service levels should be restored is likely 
to be a topic as overall revenues improve. 

 Potential Program and Service Enhancements – As discussed above, the City is actively 
engaged in updating many of its important long range planning documents.  Those updates 
will identify service level needs and enhancements that far exceed the City’s financial 
resources.  The question of how to prioritize those needs and make progress on funding at 
least a portion of them is part of the broader performance management framework and will 
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likely be informed by the survey results and the other Kirkland 2035 planning efforts.  The 
further development and application of the performance management data and the 
feedback received through the Kirkland 2035 process will provide additional guidance on 
how to prioritize needs as revenues rebound.   

Initial Budget Focus and Policy Issues 

At this early stage, the City Manager has identified the following draft themes and policy 
direction for the 2015-2016 budget process: 

 Stay steady given the long-term revenue outlook: 

o Temporary REET use for maintenance and operations that ends after 2016; 

o Prepare for the end of the State annexation sales tax credit in 2021; 

o Continue to budget sales tax on a one-year lag and set aside a portion of sales tax 
revenue growth toward one time uses. 

 Service packages (program additions) will be viewed in the context of reprioritizing or trade-
offs.  Said another way, proposed additions will be evaluated in the context of whether they 
can be supported by new revenues or through reductions in lower priority programs.  The 
long list of one-time funded positions and programs (Exhibit 1) will be evaluated in this 
context as well. 

 Setting aside funds toward unfunded capital needs rather than spending available General 
Funds solely on operations.  

 Keep non-personnel expenditure cost growth to zero, with the exception of known external 
contractual obligations or other expected cost increases (e.g., fuel, utilities) that cannot be 
offset by savings elsewhere. 

In addition, areas that are expected to receive additional focus include: 

 For those departments that made cuts greater than 25% in discretionary training per FTE 
since the beginning of the recession (2007-2008), additions will be considered based on the 
business need identified by the departments (not to exceed 75% of the original amount).  
Those departments are Human Resources, Municipal Court, Finance and Administration, 
Planning, and Building. 

 As mentioned earlier, the resource needs to meet the demands of increased development 
activity continue to be evaluated and short and long-term adjustments will be reviewed as 
part of the budget process. 

 The Health Benefits Fund ended the year in a good position.  The set aside for claims was 
sufficient to pay the actual claims submitted plus adding over $1.4 million to the reserve 
balance.  In addition, the rate stabilization reserve set aside by the Council at the 
implementation of the program did not need to be used and is now at the initial balance of 
$1 million.  Staff is working with the City’s insurance broker to determine the reasonable 
level for benefit rates for 2015-2016, balancing existing reserves and risks with the actuarial 
determination of projected set asides toward potential claims liability.  The Employee 
Benefits Advisory Committee is actively reviewing claims patterns and evaluating potential 
program changes to help manage costs.  Staff is also working diligently to understand, react 
to, and implement the provisions of the Affordable Care Act.  Further updates on these 
issues will be provided in an issue paper as part of the Preliminary 2015-2016 Budget. 
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 The Public Disclosure Ordinance adopted by the City Council in July 2013 calls for a specific 
deliberation on the level of resource to be allocated to that activity.  This discussion is 
expected to occur as part of the initial budget study session.   

 Issue papers are also expected to be developed to address the following topics: 

o Street Lights in the Annexation Areas 

o Risk Management Strategies 

o Update on Fire Strategic Plan, Consolidated Fire Station, RFA and related issues 

o CIP Engineering and Outreach Costs 

Attachment D contains a revised calendar for the budget, CIP, and development services fee 
process for the year. 
 
CONCLUSION 

It continues to be welcome news that revenues are recovering, but there are a variety of unmet 
needs that represent a call on those resources.  It is also important to recognize that we are 
recovering from a particularly low point as illustrated by the fact that sales tax revenues ($16.6 
million in 2013) have just now reached the level of the 2007 peak level of $16.5 million, which 
did not include the annexation areas in 2011. 

While balancing the 2015-2016 budget will still represent a challenge, current projections are 
not indicating the need for reductions seen in recent years.  However, the City’s unmet needs 
are significant and recovering revenues will not be sufficient to meet those needs, requiring 
trade-offs and prioritization. 
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Wages & Other  Annual  Wages & Other  Annual  

FTE Benefits Costs Total Benefits Costs Total

Finn Hill Staffing Overtime/Benefits -     518,176    -             518,176    545,363    -             545,363    

Senior Financial Analyst (Fire) 1.0     116,536    7,316         123,852    123,113    7,316         130,429    

Police Support Associate 0.75   63,363       13,550       76,913       67,027       13,550       80,577       

City Clerk Public Disclosure Analyst 1.0     87,868       7,316         95,184       92,918       7,316         100,234    

PW Deputy Director - Superintendent 1.0     157,207    7,316         164,523    165,938    7,316         173,254    

* Temporary Development Engineer 1.0     122,182    7,316         129,498    129,053    7,316         136,369    

* Development On Call/OT Funding -       156,234    -             156,234    164,148    -             164,148    

Temporary CIP Outreach Coordinator 0.5     65,862       -             65,862       69,550       -             69,550       

* Temporary Assistant Planner 1.0     96,348       -             96,348       36,590       -             36,590       

* Temporary Building Inspector 1.0     115,267    7,316         122,583    121,775    7,316         129,091    

Health Benefits Analyst (HR) 1.0     103,005    7,316         110,321    108,847    7,316         116,163    

Neighborhood Traffic Control (Streets) 0.5     60,422       551            60,973       63,822       551            64,373       

* Energov Support Position (IT) 1.0     113,899    2,900         116,799    120,333    2,900         123,233    

Senior Applications Analyst (IT) 1.0     138,650    2,900         141,550    146,397    2,900         149,297    

IT Network Security Staffing (IT) 1.0     138,596    2,900         141,496    146,340    2,900         149,240    

GIS Analyst (IT) 0.5     43,803       -             43,803       46,147       -             46,147       

Design Specialist (IT) 0.75   67,560       -             67,560       71,436       -             71,436       

Subtotal Staffing Costs 13.00 2,164,975 66,697       2,231,672 2,218,798 66,697       2,285,495 

State Legislative Advocacy Series -             48,000       48,000       -             48,000       48,000       

Municipal Court Security 45,449       -             45,449       47,867       -             47,867       

KPC Operating Support -             34,000       34,000       -             34,000       34,000       

Human Svcs Option 2/Time Bank Funding -             45,814       45,814       -             45,814       45,814       

ARCH Housing Trust Fund -             630,000    630,000    -             630,000    630,000    

BABS Subsidy -             110,000    110,000    -             110,000    110,000    

Development Prof./Contract Svcs -             67,000       67,000       -             67,000       67,000       

Subtotal Non-Staff Costs 45,449       867,814    913,263    47,867       867,814    915,681    

Total General Fund 2,210,425 934,511    3,144,936 2,266,665 934,511    3,201,176 

REET Flexibility:

Parks Operations and Maintenance 127,821    24,881       152,702    127,821    24,881       152,702    

Street Grounds Tech/Laborer 105,804    -             105,804    111,897    -             111,897    

Subtotal REET Flexibility 233,625    24,881       258,506    239,718    24,881       264,599    

Grand Total 2,444,050 1,026,392 3,470,442 2,506,383 1,026,392 3,532,775 

*Supported by Development fee revenues

(Estimates as of May 22, 2014)

One Time Costs 

Projected 2015-2016 Costs of One-time 2013-2014 Service Packages

2015 2016



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 revenue ended the first quar-

ter of 2014 3.4 percent ahead of the same 

period in 2013, an increase of $579,000.  

Higher than budgeted revenues from sales 

tax and building, structural and equipment 

permits are primarily responsible for the in-

crease in the General Fund.  Revenues fin-

ished the first quarter at 22.5 percent of 

budget, 25 percent of the way through the 

year.  This is expected because most proper-

ty tax revenue is collected in April.  A more 

detailed analysis of General Fund revenue 

can be found on page 3, and details on sales 

tax revenue begin on page 5. 

 Other General Government Funds reve-

nue finished the first quarter 15.8 percent 

higher than in 2013, up $609,000.  Revenue 

is higher than in 2013 primarily because 

property tax revenue from the 2012 Streets 

and 2012 Parks levies was not collected and 

distributed to the relevant funds during the 

first quarter of 2013.  Property tax distribu-

tion to these funds began in June 2013 for 

the first half of the year, and 2014 revenue is 

on track to be roughly the same as in 2013 

by the end of June.  Actual revenue for other 

operating funds was 18.0 percent of budg-

et.  This percentage will rise significantly as 

more property tax revenue comes into the 

funds in April.    

 Water/Sewer Operating Fund first quar-

ter revenue was almost identical to 2013, 

down 0.1 percent.  At the end of the first 

quarter, revenue was 23.1 percent of 

budgeted revenue, which is the same per-

centage as in 2013.  

 The Surface Water Management Fund 

revenues finished the first quarter of 2014 at 

6.2 percent of budget.  Revenues during 

the first quarter of 2014 were 7.9 percent 

lower than they were in 2013 because of a 

Department of Ecology grant received in 

2013.  Both residential and commercial sur-

face water fees are collected through proper-

ty tax, and will therefore be primarily re-

ceived in the second and fourth quarters. 

 First quarter revenue in the Solid Waste 

Fund was 25.2 percent of budget.  This is 

9.5 percent higher than in 2013.  First quarter 

revenue was higher across residential, com-

mercial and multi-family properties.  Howev-

er, this is related to the timing of payments in 

2014, and will even out during the year. 

 Overall, in the first three months of 2014 

utility funds revenues were up 2.9 percent 

compared to the same period last year, and 

finished the quarter at 20.6 percent of 

budget. 

Summary of All Operating Funds:  Revenue 

Financial Management Report 

as of March 31, 2014  

A T  A  GL A N CE :  

The City of Kirkland’s new 

GID browser launches 

(page 2 sidebar) 

Most 2014 1st quarter 

revenues increased over 

2013 (page 3)   

Sales tax revenue growth 

continued into 2014, alt-

hough at a slower rate 

than in 2013 (page 5) 

In the wider economy 

inflation is low and the 

housing market continues 

to improve (pages 7-8) 

I n s i d e  t h i s  

i s s u e :  
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Summary 

10-11 

% %

3/31/2013 3/31/2014 Change 2013 2014 Change 2013 2014

General Gov't Operating:

General Fund 17,123,987 17,703,346 3.4% 77,699,996 78,716,413 1.3% 22.0% 22.5%

Other General Gov't Operating Funds 3,840,105 4,448,751 15.8% 23,452,068 24,773,970 5.6% 16.4% 18.0%

Total General Gov't Operating 20,964,092 22,152,096 5.7% 101,152,064 103,490,383 2.3% 20.7% 21.4%

Utilities:

Water/Sewer Operating Fund 5,632,573 5,628,092 -0.1% 24,374,608 24,342,543 -0.1% 23.1% 23.1%

Surface Water Management Fund 636,747 586,545 -7.9% 9,224,823 9,460,539 2.6% 6.9% 6.2%

Solid Waste Fund 3,657,450 4,003,843 9.5% 15,954,564 15,875,727 -0.5% 22.9% 25.2%

Total Utilities 9,926,771 10,218,480 2.9% 49,553,995 49,678,809 0.3% 20.0% 20.6%

Total All Operating Funds 30,890,863 32,370,576 4.8% 150,706,059 153,169,192 1.6% 20.5% 21.1%

% of Budget

Resources by Fund

Year-to-Date Actual Budget

Attachment A



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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Summary of All Operating Funds:  Expenditures 
 

 General Fund expenditures finished the first quarter of 2014 up 7.9 percent from 2013.  Actu-

al expenditures finished the quarter at 24.3 percent of budget.  A more detailed analysis of 

General Fund expenditures by department is found on page 4.  

 Other Operating Funds actual expenditures were up 10.9 percent compared to the first quar-

ter of 2013, mostly due to higher expenditures in the Information Technology and Parks Levy 

funds.  The additional expenses in the Information Technology funds are related to personnel and 

significantly higher planned computer replacement costs in 2014.  Parks Levy expenses were 

higher in the first quarter of 2014 because staffing costs in the fund did not begin until February 

2013, and were low throughout the first quarter of 2013.  

 Water/Sewer Operating Fund actual expenditures finished the quarter 9.8 percent higher 

than in 2013.  The majority of these additional expenditures were because the City paid two 

months metro sewer charge in January 2014, after not paying in December 2013. Therefore, the 

city effectively paid for four months during the first quarter of 2014.  Expenditures at the end of 

March 2014 were 28 percent of budget, largely because dues and memberships are paid in full 

in January, so this number will normalize as the year continues.    

 Surface Water Management Fund expenditures at the end of March 2014 were 3.3 percent 

higher than the same time in 2013, due to a small increase in personnel costs between years.  

Despite this increase there is still a vacancy in the Surface Water fund, which meant that first 

quarter expenditures were lower than budgeted at 20.4 percent of the yearly budget.    

 Solid Waste Fund expenditures were 3.4 percent higher during the first three months of 

2014, compared to the same period in 2013.  This increase is due to an expected increase in the 

cost of the waste disposal contract.  As this increase was expected and all other expenses were 

also in line with budget, expenditure finished the first quarter of 2014 at 24.9 percent of budg-

et.      

There’s a new and improved way 
to find property, zoning, and utili-
ty information in Kirkland!  In the 
first quarter of 2014 the City of 
Kirkland launched the new GIS 
map portal: Kirkland Maps - 
http://maps.kirklandwa.gov  
Kirkland Maps is a public mapping 
portal that allows the community 
to access, navigate to, and query 
selected data layers from the 
citywide GIS database and other 
sources.  Using your computer, 
you can easily access the city’s 
property, permitting, zoning and 
land use information, as well as 
utility, topographic, and sensitive 
areas information.  You can also 
create a property report, apply for 
permits, pay utility bills, and print 
out maps. 

The tool is linked to other City 
resources, such as mybuildingper-
mit.com, allowing you to view 
permit information across plat-
forms and builds on Kirkland’s 
existing resource the Capital Im-
provement Program (CIP) Inter-
active Map.  The CIP map enables 
users to explore all existing or 
planned projects to learn status, 
details, funding and even com-
municate directly with the pro-
ject’s manager. 

A mobile application allowing on 
the go access to all of the above 
is also coming soon! 

What you can find on http://
maps.kirklandwa.gov 
• Street, topography, zoning 
maps 
• Property information 
• Permit history 
• Parks, bus stops, fire station 
locations 
• Transit and Kirkland snow/ice 
priority routes 
• 2010 Census block, voting dis-
trict and garbage/recycling collec-
tion information 

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  M a r c h  3 1 ,  2 0 1 4   

Kirkland Maps Portal Makes 
Property Searches Fast and 

Easy 

% %

3/31/2013 3/31/2014 Change 2013 2014 Change 2013 2014

General Gov't Operating:

General Fund 17,393,951 18,765,029 7.9% 74,475,634 77,222,113 3.7% 23.4% 24.3%

Other General Gov't Operating Funds 4,330,542 4,801,832 10.9% 20,761,666 21,453,692 3.3% 20.9% 22.4%

Total General Gov't Operating 21,724,494 23,566,861 8.5% 95,237,300 98,675,805 3.6% 22.8% 23.9%

Utilities:

Water/Sewer Operating Fund 5,260,029 5,777,618 9.8% 20,909,022 20,601,544 -1.5% 25.2% 28.0%

Surface Water Management Fund 1,251,707 1,293,001 3.3% 6,546,354 6,353,316 -2.9% 19.1% 20.4%

Solid Waste Fund 3,779,557 3,908,664 3.4% 15,374,063 15,668,380 1.9% 24.6% 24.9%

Total Utilities 10,291,293 10,979,283 6.7% 42,829,439 42,623,240 -0.5% 24.0% 25.8%

Total All Operating Funds 32,015,787 34,546,144 7.9% 138,066,739 141,299,045 2.3% 23.2% 24.4%

Expenditures by Fund

% of BudgetYear-to-Date Actual Budget

Attachment A
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General Fund revenues 

ended the first quarter 

$579,000 higher than in 

2013 largely due to contin-

ued growth in sales tax, 

and development activity.  

The General Fund is the 

largest of the General Gov-

ernment Operating funds.  

Primarily tax supported the 

fund accounts for  services 

such as public safety, parks 

and recreation, and com-

munity development.  

 Many significant Gen-

eral Fund revenue 

sources are economi-

cally sensitive, such as 

sales tax and develop-

ment–related  fees. 

 In 2014 about 428 of 

the City’s 556 regular 

employees were budg-

eted  within the gen-

eral fund. 

General Fund Revenue 

 Sales tax revenue allocated to the General Fund in the first 

quarter of 2014 was 7.4 percent higher than it was during 
the same period of 2013.  This was more than budgeted  
because sales tax is budgeted on a one year lag. 28.9 per-
cent of budget has been collected at the end of the first 
quarter.  A detailed analysis of total sales tax revenue can be 
found starting on page 5.   

 Property tax finished the first quarter at 6.7 percent of 

budget.  Most property tax payments are receipted to the 
City in April and October, therefore this number will climb 
significantly during the second quarter of 2014. 

 Utility tax collections finished March 2014 down 6.9 per-

cent compared to 2013.  This is due to lower collections in 
water, sewer and solid waste taxes.  However, utility tax 
collection is at expected levels based on the 2014 budget.     

 Other taxes actual revenue was 43.7 percent of budget 

at the end of the first quarter of 2014.  The $469,000 was 
almost identical to the amount received in the first quarter of 
2013 and is primarily from gambling tax revenues. 

 The revenue generating regulatory license fee was 8.2 

percent higher than the first quarter of 2013.  This increase 
means revenues were ahead of the budgeted amount at 
28.8 percent of budget.  This tax is charged to employers 
on a per-employee basis, and fluctuates based on the timing 
of when businesses submit their payments, as well as the 
number of employees at each business, therefore a strong 
performance in the first quarter does not necessarily indicate 
that revenues through the year will be higher.  

 The business licenses (base fee) and franchise fees 

were 4.2 percent higher than the same period in 2013 and 
finished the quarter slightly ahead of budget at 25.9 per-

cent. 

 Development-related fee revenues were collectively up 

11.8 percent in the first quarter of 2014 because Building 
Structural and Equipment permits were up 92.3 per-
cent following a large permit application for the Google ex-
pansion project received in January.  All other development 
fees were down in the first quarter, compared to 2013. Plan 
check fees were down 31.1 percent, Planning fees de-
creased 6.9 percent, while Engineering Services collect-
ed 43.7 percent less than in the same period in 2013.  De-
spite this decrease, development related fee revenues were 
still ahead of budget for the quarter.  Collectively develop-
ment fees were at 31.8 percent of budget at the end of 
the first quarter, with Building, Structural and Equipment 
permits (42.7 percent), Engineering Services (30.3 
percent), and Planning fees (31.3 percent) all being 
ahead of budget with 25 percent of the year gone.  Only 
Plan Check fees were behind with 14.6 percent of budg-
et collected.   

 Fines and Forfeitures were down 6.9 percent compared 

to 2013 and were behind budget expectations at 19.7 
percent, due to low traffic infraction penalties.  Traffic infrac-
tion penalties are not receipted in January, so the budget is 
collected in 11 months from February to December.  There-
fore this category will likely be close to budget by year end. 

 Miscellaneous revenue was up $136,000, or 118.4 per-

cent from 2013 and was ahead of budget at 34.6 per-
cent, largely due to an insurance recovery payment in 2014.  

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  M a r c h  3 1 ,  2 0 1 4  

% %

3/31/2013 3/31/2014 Change 2013 2014 Change 2013 2014

Taxes:

Retail Sales Tax: General 4,109,153         4,414,642         7.4% 15,057,904       15,263,571       1.4% 27.3% 28.9%

Retail Sales Tax Credit: Annexation 978,797            1,054,952         7.8% 3,415,626         3,415,626         0.0% 28.7% 30.9%

Retail Sales Tax: Criminal Justice 451,682            481,247            6.5% 1,634,287         1,666,973         2.0% 27.6% 28.9%

Property Tax 1,105,695         1,129,825         2.2% 16,619,200       16,953,959       2.0% 6.7% 6.7%

Utility Taxes 3,885,690         3,618,714         -6.9% 14,618,866       14,779,443       1.1% 26.6% 24.5%

Rev Generating Regulatory License 626,913            678,254            8.2% 2,328,005         2,351,285         1.0% 26.9% 28.8%

Other Taxes 469,147            469,097            0.0% 1,063,975         1,073,303         0.9% 44.1% 43.7%

Total Taxes 11,627,077     11,846,732     1.9% 54,737,863     55,504,160     1.4% 21.2% 21.3%

Licenses & Permits:

Building, Structural & Equipment Permits 450,124            865,707            92.3% 2,013,727         2,029,631         0.8% 22.4% 42.7%

Business Licenses/Franchise Fees 1,070,228         1,114,872         4.2% 4,193,597         4,297,593         2.5% 25.5% 25.9%

Other Licenses & Permits 142,557            163,503            14.7% 317,128            327,848            3.4% 45.0% 49.9%

Total Licenses & Permits 1,662,909       2,144,082       28.9% 6,524,452       6,655,072       2.0% 25.5% 32.2%

Intergovernmental:

Grants and Federal Entitlements 10,662              13,899              30.4% 198,622            54,421              -72.6% 5.4% 25.5%

State Shared Revenues & Entitlements 239,440            292,580            22.2% 1,033,781         1,237,172         19.7% 23.2% 23.6%

EMS -                   -                   N/A 884,645            884,645            0.0% N/A N/A

Total Intergovernmental 250,102          306,479          22.5% 2,117,048       2,176,238       2.8% 11.8% 14.1%

Charges for Services:

Internal Charges 1,322,621         1,273,223         -3.7% 5,396,481         5,717,970         6.0% 24.5% 22.3%

Engineering Services 371,043            208,880            -43.7% 951,385            689,483            -27.5% 39.0% 30.3%

Plan Check Fee 252,620            174,123            -31.1% 1,082,220         1,189,607         9.9% 23.3% 14.6%

Planning Fees 260,918            243,036            -6.9% 848,164            775,550            -8.6% 30.8% 31.3%

Recreation 360,817            402,560            11.6% 1,160,300         1,160,300         0.0% 31.1% 34.7%

Other Charges for Services 491,713            472,203            -4.0% 2,210,020         2,190,907         -0.9% 22.2% 21.6%

Total Charges for Services 3,059,732       2,774,026       -9.3% 11,648,570     11,723,817     0.6% 26.3% 23.7%

Fines & Forfeits 409,113            380,788            -6.9% 1,928,925         1,929,999         0.1% 21.2% 19.7%

Miscellaneous 115,053            251,239            118.4% 743,138            727,127            -2.2% 15.5% 34.6%

Total Revenues 17,123,987     17,703,346     3.4% 77,699,996     78,716,413     1.3% 22.0% 22.5%

Other Financing Sources:

Interfund Transfers N/A 402,008            270,323            -32.8% N/A N/A

Total Other Financing Sources -                  -                  N/A 402,008          270,323          -32.8% N/A N/A

Total Resources 17,123,987     17,703,346     3.4% 78,102,004     78,986,736     1.1% 21.9% 22.4%

Resource Category

% of BudgetYear-to-Date Actual Budget

General Fund

Attachment A



General Fund Expenditures 
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Comparing 2014 and 2013 expenditures: 
In the first quarter of 2014, excluding interfund transfers, General Fund expenditures were 7.9 percent higher than 
2013, although this increase was budgeted for as expenditures were 24.3 percent of budgeted expenses.   
 
Across the General Fund most of the $1.37 million increase in expenditures were personnel related.  A 
number of temporary as well as some ongoing positions were added during the 2013-14 Mid Biennial pro-
cess, which makes up some of this increase, while normal personnel increases make up most of the rest.  
Together salaries and benefits have increased $1.06 million.  Significant expenditure changes are highlight-
ed below, for departments not highlighted below increases were largely due to personnel costs.  
      

 Expenditures for Non-departmental were down 6.4 percent largely due to a number of small de-

creases in categories such as Operating Supplies.  These decreases are largely due to timing rather 
than structural change, and will likely even out as the year progresses.  Non-Departmental finished the first quarter at 
23.4 percent of budget.  

 

 Actual expenditures for the City Council increased finished the first quarter at 47.5 percent of budget.  This is 

because a most of the City’s dues and memberships are paid from the Council budget, and these are paid in full in 
January.  Expenditures were 5.2 percent lower than in 2013 because of a one time membership dues paid in 2013.  

 

 The City Manager’s Office finished the first quarter of 2014 16.9 percent higher than in 2013.  This is partly due 

to personnel costs, but also because of higher professional services spending in 2014, related to Kirkland 2035 efforts.  
This increase in expenses was anticipated so the City Manager’s office finished the first quarter at 25.5 
percent of budget.  

 

First quarter 2014 
General Fund actual 
expenditures 
(excluding “other 
financing uses”) were 
7.9 percent higher than 
they were in 2013.   

General Fund Revenue continued 
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Continued on page 5 

% %

3/31/2013 3/31/2014 Change 2013 2014 Change 2013 2014

Non-Departmental 340,855          318,882          -6.4% 1,657,558       1,363,673       -17.7% 20.6% 23.4%

City Council 202,520          191,986          -5.2% 403,932          403,932          0.0% 50.1% 47.5%

City Manager's Office 415,714          486,043          16.9% 2,064,111       1,907,968       -7.6% 20.1% 25.5%

Municipal Court 520,616          542,601          4.2% 2,249,404       2,299,621       2.2% 23.1% 23.6%

Human Resources 312,937          326,604          4.4% 1,288,257       1,401,068       8.8% 24.3% 23.3%

City Attorney's Office 337,877          338,440          0.2% 1,371,489       1,384,479       0.9% 24.6% 24.4%

Parks & Community Services 1,578,310       1,675,176       6.1% 7,453,991       7,406,903       -0.6% 21.2% 22.6%

Public Works (Engineering) 993,690          1,100,949       10.8% 4,756,261       5,066,598       6.5% 20.9% 21.7%

Finance and Administration 1,055,399       1,265,490       19.9% 4,590,803       4,739,597       3.2% 23.0% 26.7%

Planning & Community Development 812,163          869,434          7.1% 3,731,209       3,641,676       -2.4% 21.8% 23.9%

Police 5,633,498       5,824,968       3.4% 22,804,767     24,478,109     7.3% 24.7% 23.8%

Fire & Building 5,190,372       5,824,456       12.2% 22,103,852     23,128,489     4.6% 23.5% 25.2%

Total Expenditures 17,393,951  18,765,029  7.9% 74,475,634  77,222,113  3.7% 23.4% 24.3%

Other Financing Uses:

Interfund Transfers 877,831          622,200          -29.1% 11,513,698     3,656,808       -68.2% 7.6% 17.0%

Total Other Financing Uses 877,831        622,200        -29.1% 11,513,698  3,656,808     -68.2% 7.6% 17.0%

Total Expenditures & Other Uses 18,271,782  19,387,229  6.1% 85,989,332  80,878,921  -5.9% 21.2% 24.0%

Department Expenditures

% of BudgetYear-to-Date Actual Budget

General Fund

 -  2.50  5.00  7.50  10.00  12.50  15.00  17.50

Utility Taxes

General Sales Tax

2014 Budget to Actual Comparison of Selected Taxes 

Budget

Actual

$ Million

 -  0.50  1.00  1.50  2.00  2.50

Building/Structural
Permits

Plan Check Fees

Planning Fees

Engineering Charges

2014 Budget to Actual Comparison of   
Development Related Fees             

Budget

Actual

$ Million
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Sales Tax Revenue Analysis  
The total in this section contains $67,500 that is passed to the Street 
Operating Fund, therefore the total is $67,500 higher than the sales 
tax figure in the General Fund Revenue table on page 3.  

First quarter sales tax revenue was 7.3 percent higher in 2014 than 
2013.  This growth in revenue was concentrated across the retail 
sales categories with vehicle sales making up the largest single in-
crease.  Sales tax revenue received through March is from sales be-

tween November 2013 –January 2014.   

Review by business sectors: 

 Contracting is down 4.8 percent through March compared to 2013.  Contracting was among the largest growth sectors 
in the City through the first half of 2013, but slowed later in the year.  A sharp decline in January 2014 meant the year 
started significantly below the 2013 number, but two months of moderate growth reduced the year-on-year decline by the 
end of the quarter. 

 Sales tax from the retail sectors was collectively up 7.3 percent compared to 2013.  

 The auto/gas retail sector was up 7.8 percent in the first quarter of 2014.  Although auto sales continued to make up 

the largest increase in revenue across the quarter, sales slowed in March for the first time in two years.    

 General merchandise/miscellaneous retail sector was up 0.7 percent in 2014 compared to 2013.  

 The retail eating/drinking sector performance was up 8.6 percent, an increase of $27,000, compared to the first 

quarter of 2013.  Revenue increases can be attributed to many established restaurants posting improved sales along with 
the opening of some new businesses during the period analyzed.  

 Other retail was up 12.2 percent compared to the same period last year due to strong increases in sales from building 

& garden stores, clothing, furniture, electronics and drug stores. 

 The services sector was up 4.8 percent compared to 2013.  Year-to-date sales in all services sectors were relatively 

close to the sales for 2013.  The exception was publishing, where data from 2013 was skewed upward in the first quarter 
because a taxpayer paid multiple months at the same time last year.  

 Wholesale was down 3.3 percent compared to last year, a decline of $6,600.  This was largely because of a number of 

sales of high end medical equipment in 2013, sales that are relatively infrequent.  Outside of this category, this year’s rev-
enues have been strong and the difference between 2013 and 2014 sales tax revenue was been reduced as the quarter 
progressed.    

 The miscellaneous sector was up 59.0 percent due to a large payment from an aviation company as well as increased 

revenues from the statewide pool made up of sales tax revenue submitted to the Department of Revenue but not appro-
priately coded.  

 Public Works General Fund expenditures were up 10.8 percent due to new positions added in response to high demand for 

permit applications.  These additional expenditures were budgeted for and have been offset by  staffing vacancies, including 
the Maintenance Center Superintendent position, meaning Public Works finished the quarter at 21.7 percent of budget.    

 

 Police expenditures finished the first three months of 2013 at 23.8 percent of budget.  This is slightly below budget, with 

25 percent of the year complete.  However, the area with the lowest expenditures compared to budget is professional ser-
vices, which is an area in which spending is not spent evenly throughout  the year.  Therefore savings in the first quarter do 
not indicate under expenditures will continue through the year. 

 

 Expenditures for the Fire & Building Department grew 12.2 percent 

over the first quarter of 2013.  This increase is related to higher personnel 
costs as positions were added to deal with the increased workload from 
development services activities that has resulted in higher contract work and 
overtime costs (which are offset by revenues).  The department’s expenses 
finished the first quarter at 25.2 percent of budget, with 25 percent of 
the year gone.  A summary of Fire District #41 funds in shown in the table 
to the right.  Currently these funds are dedicated to the consolidated fire station capital project. 

 

 The budget for Interfund transfers is lower than in 2013, because there were a large number of transfers budgeted for the 

Public Safety Building in 2013.  Not all transfers budgeted for the Public Safety Building in 2013 were made, so these will be 
made in 2014, pushing 2014 transfers over 100 percent of budget.  As interfund transfers are known and planned expenses 
actual expenditures should equal 100 percent of budget by the end of the biennium.    
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Beginning Balance 5,223,879         

Investment Interest -$                  

Expenditures: 4,893$              

Current Balance 5,218,986$       

2014 Revenues & Expenditures

Summary of Fire District 41 Funds

2013: 4.48M

2013: $4.18M

 -  1  2  3  4  5  6
$ Millions

Sales Tax Receipts
Through March 2013 and 2014
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When analyzing monthly sales tax re-
ceipts, 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.   

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 
2013 and 2014 sales tax receipts 
in the table to the left.  

Comparing to the same period 
last year: 

 

Totem Lake, which accounted for 
27.4 percent of the total sales tax 
receipts in the first quarter of 
2014, was down 1.6 percent 
compared to 2013, or $19,500.  
However, this was due to a large 

refund paid to a manufacturing business in 2014, without this sales 
in Totem Lake would be up 3.2 percent compared to 2013, due to 
continued growth in the auto/gas retail section, which made up 
63.6 percent of the total sales in Totem Lake in the first quarter of 
2014.  

NE 85th Street, which made up 13.7 percent of the total sales tax 
receipts in the first quarter of 2014, was up 6.5 percent com-
pared to the same period last year.  This area’s sales grew due to 
improving auto retail and general retail sales, which accounted for 
91.1 percent of the growth in this neighborhood. 

Downtown, which accounted for 6.8 percent of first quarter  
sales tax receipts in 2014, was up 14.0 percent largely due to 
the continued growth of information services revenues.  Outside of 
this category the first quarter also saw continued growth in the 
retail eating/drinking category.  In total retail businesses contribut-
ed about 63.1 percent of revenues from downtown.  Overall, the 

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 business-
es with no physical presence in 
Kirkland. 

 Monthly sales tax revenues continued to climb in the first quarter of 2014, with each month posting gains compared to 

the same month in 2013.  However, the double digit gains that were seen the early part of 2013 have slowed considera-
bly, with two months in the quarter posting gains below 6 percent. 

 In January sales were down in a number of categories, but a large payment from an aviation company, along with 

strong growth in automotive and eating/drinking retail sales, ensured overall growth for the month. 

 February sales tax revenues were up compared to Februray 2013 in every category except wholesale.  The largest 

increases were seen in automotive, other retail and contracting.   

 In March growth continued across most categories, however, automotive sales posted their first decline for over two 

years. 

 Smaller growth across most sectors has characterized first quarter sales tax revenue.  The boom in revenues from con-

tracting, auto retail and services has slowed and been replaced by growth in single digits across a number of sectors, 

particularly retail.  This suggests that pent up demand for housing and cars following the recession is beginning to taper 
off and has been replaced by broader spending.  

percentage of total sales tax revenues from businesses downtown has 
continued to increase in the first quarter of 2014.   

Carillon Point & Yarrow Bay, which accounted for 1.7 percent of the 
total sales tax receipts in the first quarter of 2014, were down 0.5 
percent compared to 2013.  The decline was due to a decline in reve-
nue from stores in the “other retail” category.  Despite this overall de-
cline there was growth in the retail eating and hotel/motel categories 
that make up 61.9 percent of total revenues from this area. 

Houghton & Bridle Trails, which produced 2.5 percent of the total 
sales tax receipts during the first quarter, were down 1.3 percent due 
to a decline in sales at eating & drinking establishments. 

Juanita, which generated 1.5 percent of the total first quarter sales tax 
receipts, was up 11.2 percent compared to the same period in 2013.  
Continued positive growth in eating & drinking revenues along with 
growth in miscellaneous retail stores combined with small increases in 
some other categories for a total increase of $6,500. 

North Juanita, Kingsgate, & Finn Hill accounted for 3 percent of 
the total sales tax receipts in the first three months of 2014 and were 
collectively up 2.4  percent over the first quarter of 2013.  Overall 
growth in the Kingsgate and Finn Hill neighborhoods was offset by a 
decline in revenues from stores in the North Juanita neighborhood.  

First quarter tax receipts by business district for 2013 and 2014 are 
compared in the table on the next page. 
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City of Kirkland Actual Sales Tax Receipts 

Business Sector Dollar Percent

Group
2013 2014 Change

Change
2013 2014

Services 542,599 568,573 25,974              4.8% 13.0% 12.7% 8.5% 

Contracting 696,617 662,844 (33,773)             -4.8% 16.7% 14.8% -11.1% 

Communications 107,761 125,905 18,144              16.8% 2.6% 2.8% 5.9% 

Auto/Gas Retail 1,000,433 1,078,640 78,207              7.8% 24.0% 24.1% 25.6% 

Gen Merch/Misc Retail 556,158 560,226 4,068                0.7% 13.3% 12.5% 1.3% 

Retail Eating/Drinking 312,769 339,768 26,999              8.6% 7.5% 7.6% 8.8% 

Other Retail 546,802 613,364 66,562              12.2% 13.1% 13.7% 21.8% 

Wholesale 200,219 193,589 (6,630)              -3.3% 4.8% 4.3% -2.2% 

Miscellaneous 213,295 339,234 125,939            59.0% 5.1% 7.6% 41.2% 

Total 4,176,653 4,482,143 305,490          7.3% 100.0% 100.0% 100.0% 

January-March Percent of Total Percent 

of  

Change

City of Kirkland Actual Monthly Sales Tax Receipts 

2013 2014
January 1,333,113            1,390,304            57,191              4.3% 

February 1,618,028            1,800,690            182,662            11.3% 

March 1,225,511            1,291,149            65,638              5.4% 

Total 4,176,652          4,482,143          305,491          7.3% 

Month $ Change % Change
Sales Tax Receipts
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When reviewing sales tax 

receipts by business district, 

it’s important to be aware 

that 47.9 percent of the rev-

enue received in the first 

quarter of 2014 was in the 

“unassigned or no district” 

category largely due to con-

tracting and other revenue, 

which includes revenue from 

internet, catalog sales and 

other businesses located 

outside of the City.   This 

percentage has grown in 

recent years as internet 

sales have grown in volume.     

 Sales Tax Revenue Outlook  Sales tax revenue in 2013 pushed revenue passed the 2007 peak of $16.5 million and 

this growth continued into the first quarter of 2014 as sales tax revenues were higher in every month than they were during the 
same months of 2013.  However, the 2013 and 2014 figures includes annexation area revenues, so pre-annexation City collections 
are still below where they were in 2007.  Additionally, growth in 2013 was driven by a large growth in contracting and automotive 
sales, both of which were lower in at least one month in 2014 than they were in the same month in 2013.  This suggests that the 
rate of growth has slowed, and as 2013 also saw strong growth it is likely that year on year growth will remain lower in 2014 than 
it was in 2013.  

Economic Environment Update   The March update from the Washington State Economic and 
Revenue Forecast Council (ERFC) found the Washington economy added 12,400 net new jobs in 
the three months studied.  Private, service-providing industries accounted for most of the job 
growth in November, December, and January, adding a net 10,100 jobs.   The construction sector 
added 2,300 jobs but manufacturing was flat.   Public sector payrolls added 1,800 jobs as growth 
at the state and local level outweighed a decline in federal employment.   Washington employ-
ment also reached a major mile-stone, surpassing its pre-recession peak. 

Consumer confidence continued to climb through the first quarter of 2014.  The Consumer Con-
fidence Index began the year at 80.7, fell slightly in February to 77.5 before rising to 82.3 in 
March.  According to the Conference Board, “consumer confidence improved in March, as expec-
tations for the short-term outlook bounced back from February’s decline.  While consumers were 
moderately more upbeat about future job prospects and the overall economy, they were less op-
timistic about income growth.  Overall, consumers expect the economy to continue improving and 
believe it may even pick up a little steam in the months ahead.” 

The U.S. unemployment rate for March 2014 was 6.7 percent, which was higher than the sea-
sonally adjusted rate for Washington State, 6.3 percent.  These rates are down from 7.5 percent 
nationally and 7.1 percent in Washington in March 2013.  King County’s provisional unemploy-

ment rate for March 2014 was 5.2 percent, up from 5.1 percent in March 2013.  The unemploy-
ment rate in Kirkland was similar to King County rate of 5.3 percent in March 2014, up from 4.8 
percent in March 2014.  Note that the Bureau of Labor Statistics (BLS) data for the City of Kirk-
land does not yet include the 2011 annexation areas, and these areas will not be included until 
early 2015 when the database will be updated based on Census data according to the BLS.  Un-
employment data is reported on a one month lag at the national and state levels and on a two 
month lag at the county and city levels.  

The Institute of Supply Management Western Washington Index continued to indicate positive 
growth in the first quarter of 2014.  The index soared to 68.7 in February, the highest reading in 
two years, and, although it declined to 63.6 in March, remains strong.  Index values above 50 
indicate a healthy economy, something that has happened every month since July 2009.    

(Continued on page 8) 

OFFICE VACANCIES: 

According to the latest report from 

CB Richard Ellis Real Estate Ser-

vices, Kirkland’s office vacancy 

rate in the first quarter of 2014 

was 7.7 percent, almost half the 

Puget Sound average of 14.6 per-

cent, and below the same period 

in 2013’s vacancy rate of 13.4 

percent.  Overall the Eastside has 

the third lowest vacancy rate in 

the Puget Sound region, behind 

Downtown Seattle and Tacoma/

Fife with an office vacancy rate of 

13.8 percent in the first quarter of 

2014.   

Overall vacancy rates in the Puget 

Sound region have fallen for the 

third straight quarter with net 

absorption totaling over 500,000 

square feet.   

The region currently has 

3,067,094 SF of office space under 

construction, including 180,000 SF  

in Kirkland and the continued 

expansion of Amazon near their 

current South Lake Union head-

quarters. 

 

LODGING TAX REVENUE: 

Lodging tax revenue fell slightly 

compared to 2013, finishing the 

first quarter down 4.8 percent, a 

decrease of $2,100 which put reve-

nues at 18.2 percent of budget. P a g e  7  
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Dollar Percent

Business District 2013 2014 Change Change 2013 2014

Totem Lake 1,245,532 1,225,998 (19,534)          -1.6% 29.8% 27.4%

NE 85th St 575,353 612,681 37,329           6.5% 13.8% 13.7%

Downtown 268,702 306,442 37,739           14.0% 6.4% 6.8%

Carillon Pt/Yarrow Bay 75,272 74,905 (367)              -0.5% 1.8% 1.7%

Houghton & Bridle Trails 113,708 112,243 (1,465)            -1.3% 2.7% 2.5%

Juanita 58,715 65,264 6,549             11.2% 1.4% 1.5%

Kingsgate 44,274          48,473 4,199             9.5% 1.1% 1.1%

North Juanita 61,399          60,102 (1,297)            -2.1% 1.5% 1.3%

Finn Hill 27,859          28,882 1,023             3.7% 0.7% 0.6%

Unassigned or No District:

   Contracting 695,980 662,403 (33,577)          -4.8% 16.7% 14.8%

   Other 1,009,858 1,284,750 274,892          27.2% 28.8% 33.1%

Total 4,176,652 4,482,143 305,491 7.3% 100.0% 100.0%

Jan - Mar Receipts Percent of Total
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Economic Environment Update continued 

Local development activity, in terms of the valua-
tion of the City’s building permits for the first quarter  
of 2014, has risen significantly compared to 2013.  
This is illustrated in the chart to the right.  Develop-
ment activity has increased across the board, with a 
24 percent increase in the value of single family 
permits, and a 550 percent increase in the value of 
multi family permits, although the overall dollar 
amount is still small.  The largest percentage and 
overall dollar increase is in the commercial sector, as 
a number of large permits, including the Google 
expansion project, were paid in the first quarter of 
2014. 

Regional home prices continue to rise.  According 
to the S&P/Case-Shiller Home Price Indices, season-
ally adjusted Seattle area home prices have risen in 
each of the last 23 months and, as of January 2014, are now 11.9% higher than in the previous January.  Even with the recent gains, 
Seattle area home prices are still 15.0% lower than their 2007 peak.  

 

Inflation in the Seattle area remains low and in line with national trends.  In February 2014, the Seattle all items CPI was 1.2% higher 
than in the previous February compared to the 1.1% increase for the U.S. city average.  Core inflation in Seattle was 1.5% compared to 
1.6% for the nation.  
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Investment Report 

MARKET OVERVIEW 

The economic growth remained at current low levels affected by 

poor weather in much of the country.  The Fed Funds rate contin-
ued to remain at 0.25 percent, where it is expected to stay until 
mid-to-late 2015.  The yield curve declined slightly in the long end 
of the curve and had little movement in the 5 year and under 
treasury rates.  

 

 

 

 

     

 

 

 

CITY PORTFOLIO 

The primary objectives for the City of Kirkland’s investment activi-
ties are: legality, safety, liquidity and yield.  Additionally, the City 
diversifies its investments according to established maximum al-
lowable exposure limits so that reliance on any one issuer will not 
place an undue financial burden on the City.  

The City’s portfolio decreased in the 1st quarter of 2014 to 
$136.3 million compared to $144.9 million on December 31, 
2013. The decrease in the portfolio is related to the normal cash 
flows of the first quarter, as the first half of property taxes is 
received at the end of April and to the construction costs of the 

Kirkland Justice Center. 

Diversification 

The City’s current investment portfolio is composed of Govern-
ment Sponsored Enterprises (GSEs) bonds, US Government 
Obligations, State and Local Government bonds, Bank CDs, 
Money Market Account, the State Investment Pool and an over-
night bank sweep account.  City investment procedures allow 
for 100% of the portfolio to be invested in U.S. Treasury or 
Federal Government obligations. 

28.3

0.2
9.6

38.135.2

1.1

77.4

113.7

Single Family Multi Family/Mixed
Use

Commercial Total

Valuation of Building Permits
First Quarter Total 2013 and 2014

(in millions $)

2013

2014
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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 

The target duration for the City’s portfolio is based on the 0-5 year U.S. Treasury.  The average 
maturity of the City’s investment portfolio decreased from 1.82 years on December 31, 2013 to 
1.81 years on March 31, 2014 as the securities in the portfolio move closer to maturity.  

 

Yield 

The City Portfolio yield to maturity remained unchanged at 0.59 percent on December 31, 2013 
and March 31, 2014.  Through March 31, 2013, the City’s annual average yield to maturity also 
remained unchanged at 0.58 percent.  The City’s portfolio benchmark is the range between the 90 
day Treasury Bill and the 2 year rolling average of the 2 year Treasury Note.  This benchmark is 
used as it is reflective of the maturity guidelines required in the Investment Policy adopted by City 
Council.  The City’s portfolio outper-
formed both the 90 day T Bill and the 2 
year rolling average of the 2 year Treas-
ury Note, which was 0.30 percent on 
March 31, 2014.  

 

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 de-
clining interest rates and lower earnings 
than the State Pool during periods of 
rising interest rates.  This can be seen 
in the adjacent graph.  

 

 

2013 ECONOMIC  
OUTLOOK and  
INVESTMENT STRATEGY 
 

The outlook for growth in 
the U.S. economy looks 
stronger than that of three 
months ago, according to 45 
forecasters surveyed by the 
Federal Reserve Bank of 
Philadelphia. The U.S. econ-
omy is expected to grow at 
an annual rate of 2.8 per-
cent in 2014 and 3.1 percent 
in 2015. CPI inflation is ex-
pected to average 1.8 per-
cent in 2014 and 2.20 per-
cent in 2015. The unemploy-
ment rate is expected to 
average 6.5 percent in 2014 
and fall to 6.1 percent in 
2015.  The Fed Funds rate, 
currently at 0.25%, is ex-
pected to remain at this level 
throughout 2014 and into 
2015.   

The duration of the portfolio 
remains slightly under 2 
years with the purchase of 
longer term securities in the 
last quarter of 2012.  Invest-
ment activity for next 2 
quarters will be minimal, 
allowing the duration to de-
cline as the securities move 
to maturity.  The opportuni-
ties for increasing portfolio 
returns are scarce as short 
term interest rates continue 
at historically low levels. 
During periods of low inter-
est rates the portfolio dura-
tion should be kept shorter 
with greater liquidity so that 
the City is in a position to be 
able to purchase securities 
with higher returns when 

interest rates begin to rise.  
The State Pool is currently at 
0.11% and will continue to 

remain low as the Fed 

Funds rate remains at 0.00 
to 0.25 percent.  Total esti-
mated investment income 
for 2014 is $690,000.  
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Reserve Analysis continued 

General Purpose Reserves 

 The Revenue Stabilization Reserve was used almost in its entirety during the 2009-10 biennium as part of the budget balancing strategy 

to address the severe economic downturn and allowed the City to mitigate some negative impacts to services.  General Fund 2010 year-end 
cash is used to replenish this reserve in the amount of $600,000 in 2011 and further replenishment will be a high priority. 

 The Building and Property Reserve is a planned use as part of the funding sources available for facility expansion and renovation projects, 

which include the new Public Safety Building, Maintenance Center, and City Hall. 

General Capital Reserves  

 The downturn in real estate transactions over the last few years has significantly impacted Real estate excise tax (REET) collections resulting 

in adjustments to capital project planning to reflect available funding.  First quarter 2011 revenue is about 18 percent ahead of first quarter 2010 

and appears to be on target with budget.  However, since this revenue is highly volatile, it is difficult to predict whether this trend will continue 
throughout the year.  It also is less than half of the revenue received in 2007. 

 Impact fees have also been significantly reduced as a result of the severe downturn in development activity, resulting in adjustments to capital 

projects plans.  First quarter 2011 revenue is about 20 percent behind the same period in 2010 and both years fall far below historical trends.  As 
a result, there is no planned use of this revenue for projects in the current budget cycle. 

Internal Service Fund Reserves  

 Systems Reserve (Information Technology) during the current biennium is expected to use most of this reserve for replacement of the 

Maintenance Management System. 

 The Radio Reserve (Fleet) was used in its entirety as small part of the funding source for a major replacement of police and fire radios that 

began in 2010, and is expected to finish by the end of 2012.   

 City Council provided direction to staff as part of the 2011-12 budget process to develop recommendations for establishing new sinking fund 

reserves for technology and public safety equipment (including radios) for consideration in the 2013-14 budget process to address the lack of 
ongoing funding for the periodic replacement of these items. 

Reserve Analysis  

General Purpose Reserves 

 The Revenue Stabilization Reserve was used almost in its entirety during the 2009-10 biennium as part of the budget balancing strategy to ad-

dress the severe economic downturn, which allowed the City to mitigate some negative impacts to services.  Contributions have been made to replen-
ish the reserves since then and with planned contributions in 2014, the reserve is expected to be at target by the end of 2014. 

 The Building and Property Reserve has been identified as an available funding source for facility expansion and renovation projects and a signifi-

cant portion is planned to be used during the current biennium, which will bring the reserve just slightly below target.  Planned transfers have been 
delayed until 2014 due to the timing of funding needs for the Kirkland Justice Center Building. 

 The General Capital Contingency Reserve was used to fund project cost increases in the previous biennium, so replenishment from General Fund 

2012 year-end cash was planned in 2013.  The recent use of $820,000 of this reserve to provide funding for property acquisition for Totem Lake Park 
expansion has planned replenishment from King County Park Levy revenue over approximately 4 years. 

General Capital Reserves  

 Real estate activity remains relatively strong in 2014, although below the same period in 2013.  Real Estate Excise Tax (REET) collections are the 

year 25.5 percent behind 2013.  Revenue is still on trending above budget expectations at 32% of budget after the first quarter. 

 Impact fees are at about 67 percent of budget for both Park and Transportation.  Park Impact fees are 17 percent below the same period last 

year,  while Transportation Impact fees are about 18 percent ahead.  There is minimal planned use of transportation impact fees for capital pro-
jects and no planned use of park impact fees for park capital projects in the current budget cycle except for debt related to parks.  As with REET, the 
budgeted ending balance for Impact Fees will be reviewed at the end of 2014.   

 
The City is in the process of completing several master plans this year, which likely will identify significant capital needs.  The positive revenue perfor-
mance above budget could be a source to help fund some of the newly identify capital projects. 

The summary to the right details all  
Council  authorized uses and additions 
through March 2014 

Reserves are an important indicator of the City’s fiscal health and effectively represent “savings accounts” that are established 

to meet unforeseen budgetary needs (general purpose reserves) or are dedicated to a specific purpose.  The reserves display  budg-
eted beginning 2013 and ending 2014 balances, with changes caused by subsequent  authorized uses or additions. 
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The target comparison reflects revised 
ending balances to the targets estab-
lished in the budget process for those 
reserves with targets. 

General Purpose reserves are funded 
from general revenue and may be used 
for any general government function. 

All Other Reserves with Targets have 
restrictions for use either from the fund-
ing source or by Council-directed policy 
(such as the Litigation Reserve). 

Est. 2013 Adopted Revised

Beginning 2014 Ending 2014 Ending 2013-14

Balance Balance Balance Target

General Fund Reserves:

General Fund Contingency 50,000 50,000 40,882 50,000 (9,118)

General Oper. Reserve (Rainy Day) 2,806,513 2,806,513 2,806,513 4,219,482 (1,412,969)

Revenue Stabilization Reserve 1,231,431 2,468,068 2,468,068 2,468,068 0

Building & Property Reserve 2,137,598 571,579 571,579 600,000 (28,421)

Council Special Projects Reserve 250,000 178,372 156,372 250,000 (93,628)

Contingency 2,201,870 2,426,425 2,426,425 4,275,442 (1,849,017)

General Capital Contingency* 2,686,587 4,810,795 3,990,795 5,735,330 (1,744,535)

General Purpose Reserves with Targets 11,363,999 13,311,752 12,460,634 17,598,322 (5,137,688)

General Fund Reserves:

Litigation Reserve 350,000 350,000 350,000 50,000 300,000

Firefighter's Pension Reserve* 1,746,298 1,484,958 1,484,958 1,568,207 (83,249)

Health Benefits Fund:

Claims Reserve* 1,187,813 2,615,856 2,615,856 1,424,472 1,191,384

Rate Stabilization Reserve 1,000,000 1,000,000 1,000,000 500,000 500,000

Excise Tax Capital Improvement:

REET 1** 3,477,948 4,507,512 2,933,824 1,071,000      1,862,824

REET 2** 2,284,826 2,319,112 1,975,800 2,225,500 (249,700)

Water/Sewer Operating Reserve: 2,414,471 2,414,471 2,414,471 1,979,380 435,091

Water/Sewer Debt Service Reserve: 488,200 498,591 498,591 508,717 (10,126)

Water/Sewer Capital Contingency: 1,107,600 1,107,600 1,107,600 250,000 857,600

Surface Water Operating Reserve: 706,364 706,364 706,364 412,875 293,489

Surface Water Capital Contingency: 816,480 816,480 816,480 758,400 58,080

Other Reserves with Targets 15,580,000 17,820,944 15,903,944 10,748,551 5,155,393

Reserves without Targets 35,751,424 35,847,270 34,850,940 n/a n/a

Total Reserves 62,695,423 66,979,966 63,215,518 n/a n/a

*Includes replenishments adopted in early April 2013 and adjustments to actual cash balances adopted in June.

**Includes replenishments adopted in early April 2013 and adjustments to actual cash balances adopted in June; does not 

reflect increased collections in 2013.

GENERAL PURPOSE RESERVES WITH TARGETS

Reserves

ALL OTHER RESERVES WITH TARGETS

Revised     

Over (Under) 

Target

USES AND ADDITIONS HIGHLIGHTS

RESERVE  AMOUNT DESCRIPTION

2013-14 Council Authorized Uses

2013 First Quarter Uses $302,000

2013 Second Quarter Uses $626,319

2013 Third Quarter Uses $489,981

2013 Fourth Quarter Uses $1,103,451 NE 85th Street Corridor Project Budgets Gap

General Capital Contingency $820,000 Yuppie Pawn Shop Acquisition for Totem Lake Park

Real Estate Excise Tax 1 - Parks $500,000 Yuppie Pawn Shop Acquisition for Totem Lake Park

Real Estate Excise Tax 2 - Transp. $49,000 NE 112th Street Sidewalk

Real Estate Excise Tax 2 - Transp. $77,303 Return from NE 120th Street Extension (East)

Surface Water Transportation $49,000 Return from NE 112th Street Sidewalk

2013-14 Council Authorized Additions
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Internal service funds are fund-
ed by charges to operating de-
partments.  They provide for the 
accumulation of funds for re-
placement of equipment, as well 
as the ability to respond to un-
expected costs. 

Utility reserves are funded from 
utility rates and provide the 
utilities with the ability to re-
spond to unexpected costs and 
accumulate funds for future  
replacement projects. 

General Capital Reserves pro-
vide the City the ability to re-
spond to unexpected changes in 
costs and accumulate funds for 
future projects.  It is funded 
from both general revenue and 
restricted revenue. 

Special Purpose reserves reflect 
both restricted and dedicated 
revenue for specific purpose, as 
well as general revenue set 
aside for specific purposes. 

General Fund and Contingency 
reserves are funded from gen-
eral purpose revenue and are 
governed by Council-adopted 
policies. 

P a g e  1 1  
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Est. 2013 Adopted Additional Revised

Beginning 2014 Ending Authorized 2014 Ending

Balance Balance Uses/Additions Balance

GENERAL FUND/CONTINGENCY

General Fund Reserves:

General Fund Contingency Unexpected General Fund expenditures 50,000 50,000 (9,118) 40,882

General Oper. Reserve (Rainy Day) Unforeseen revenues/temporary events 2,806,513 2,806,513 0 2,806,513

Revenue Stabilization Reserve Temporary revenue shortfalls 1,231,431 2,468,068 0 2,468,068

Building & Property Reserve Property-related transactions 2,137,598 571,579 0 571,579
0

 Council Special Projects Reserve One-time special projects 250,000 178,372 (22,000) 156,372

 Contingency Unforeseen expenditures 2,201,870 2,426,425 0 2,426,425

Total General Fund/Contingency 8,677,412 8,500,957 (31,118) 8,469,839

SPECIAL PURPOSE RESERVES

General Fund Reserves:

Litigation Reserve Outside counsel costs contingency 350,000 350,000 0 350,000

Labor Relations Reserve* Labor negotiation costs contingency 65,348 65,348 0 65,348

Police Equipment Reserve* Equipment funded from seized property 48,685 58,685 0 58,685

LEOFF 1 Police Reserve Police long-term care benefits 618,079 618,079 0 618,079

Facilities Expansion Reserve Special facilities expansions reserve 800,000 -                0 0

Development Services Reserve* Revenue and staffing stabilization 1,004,194 1,187,020 0 1,187,020
0

Development Svcs. Technology Reserve Permit system replacement 264,810 159,792 0 159,792

Tour Dock* Dock repairs 138,892 171,392 0 171,392

Tree Ordinance* Replacement trees program 29,717 29,717 0 29,717

Revolving/Donation Accounts* Fees/Donations for specific purposes 451,090 537,890 0 537,890

Lodging Tax Fund* Tourism program and facilities 240,991 221,951 0 221,951

Cemetery Improvement* Cemetery improvements/debt service 662,614 712,174 0 712,174

Off-Street Parking Downtown parking improvements 147,016 212,836 0 212,836

Firefighter's Pension* Long-term care/pension benefits 1,746,298 1,484,958 0 1,484,958

Total Special Purpose Reserves 6,567,734 5,809,842 0 5,809,842

GENERAL CAPITAL RESERVES

Excise Tax Capital Improvement:

REET 1** Parks/transportation/facilities projects, parks 

debt service

3,477,948 4,507,512 (1,573,688) 2,933,824

REET 2** Transportation and other capital projects
2,284,826 2,319,112 (343,312) 1,975,800

Impact Fees

Roads** Transportation capacity projects 2,060,540 2,066,737 0 2,066,737

Parks** Parks capacity projects 685,727 598,023 0 598,023

Street Improvement Street improvements 995,958 995,958 0 995,958

General Capital Contingency* Changes to General capital projects  2,686,587 4,810,795 (820,000) 3,990,795

Total General Capital Reserves 12,191,586 15,298,137 (2,737,000) 12,561,137

UTILITY RESERVES

Water/Sewer Utility:

Water/Sewer Operating Reserve Operating contingency 2,414,471 2,414,471 0 2,414,471
0

Water/Sewer Debt Service Reserve* Debt service reserve 488,200 498,591 0 498,591

Water/Sewer Capital Contingency Changes to Water/Sewer capital projects 1,107,600 1,107,600 0 1,107,600

Water/Sewer Construction Reserve Replacement/re-prioritized/new projects 9,093,871 8,228,606 0 8,228,606

Surface Water Utility:

Surface Water Operating Reserve Operating contingency 706,364 706,364 0 706,364

Surface Water Capital Contingency Changes to Surface Water capital projects 816,480 816,480 0 816,480

Surface Water-Transp. Related Rsv Replacement/re-prioritized/new projects 3,794,629 4,580,229 (55,619) 4,524,610

Surface Water Construction Reserve Trans. related surface water projects 1,990,126 1,485,091 (465,000) 1,020,091

Total Utility Reserves 20,411,741 19,837,432 (520,619) 19,316,813

INTERNAL SERVICE FUND RESERVES

Health Benefits:

Claims Reserve* Health benefits self insurance claims 1,187,813 2,615,856 0 2,615,856

Rate Stabilization Reserve Rate stabilization 1,000,000 1,000,000 0 1,000,000

Equipment Rental:

Vehicle Reserve* Vehicle replacements 9,154,784 9,260,709 0 9,260,709

Radio Reserve Radio replacements 7,686 7,686 0 7,686

Information Technology:

PC Replacement Reserve* PC equipment replacements 308,256 482,150 0 482,150

Technology Initiative Reserve Technology projects 690,207 523,835 0 523,835

Major Systems Replacement Reserve Major technology systems replacement 245,500 656,200 0 656,200

Facilities Maintenance:

Operating Reserve Unforeseen operating costs 550,000 550,000 0 550,000

Facilities Sinking Fund* 20-year facility life cycle costs 1,702,704 2,437,162 (475,711) 1,961,451

Total Internal Service Fund Reserves 14,846,950 17,533,598 (475,711) 17,057,887

Grand Total 62,695,423 66,979,966 (3,764,448) 63,215,518

*Includes replenishments adopted in early April 2013 and adjustments to actual cash balances adopted in June.
**Includes replenishments adopted in early April 2013 and adjustments to actual cash balances adopted in June; does not reflect increased 

collections in 2013, which will be considered for budget adjustments.

DescriptionReserves
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The Financial Management Report (FMR) is a high-level sta-
tus report on the City’s financial condition that is produced 
quarterly.  

 It provides a summary budget to actual and year 

over year comparisons for year-to-date revenues and 
expenditures for all operating funds.   

 The Sales Tax Revenue Analysis report takes a clos-

er look at one of the City’s larger and most economically 
sensitive revenue sources. 

 Economic environment information provides a brief 

outlook at the key economic indicators for the Eastside 
and Kirkland such as office vacancies, residential hous-
ing prices/sales, development activity, inflation and un-
employment. 

 The Investment Summary report includes a brief 

market overview, a snapshot of the City’s investment 
portfolio, and the City’s year-to-date investment perfor-
mance. 

 The Reserve Summary report highlights the uses of 

and additions to the City’s reserves in the current year 
as well as the projected ending reserve balance relative 
to each reserve’s target amount. 

Economic Environment Update References: 

 The Conference Board Consumer Confidence Index Press Release March 25, 2014 

 Carol A. Kujawa, MA, A.P.P., ISM-Western Washington, Inc. Report On Business, Institute for Supply Management-

Western Washington, March, 2014 

 Monthly Economic and Revenue Publication, March 11 2014—Washington State Economic & Revenue Forecast Council 

 Monthly Economic and Revenue Publication, April 11 2014—Washington State Economic & Revenue Forecast Council 

 CB Richard Ellis Real Estate Services, Market View Puget Sound, First Quarter 2014 

 CB Richard Ellis Real Estate Services, Market View Puget Sound, First Quarter 2013 

 Northwest Multiple Listing Service 

 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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April 2014 Financial Dashboard Highlights 

May 19, 2014 

 The dashboard report reflects the 2014 share of the biennial budget adopted by the City Council on 
December 11, 2012, as amended on April 2, 2013, June 18, 2013, and December 10, 2013.  The actual 
revenues and expenditures summarized reflect results through April 30, 2014, 33 percent through the year. 

 Total General Fund revenues received through April were at 34.0 percent of budget.  

o Revenues are now in line with budget expectations as some important revenues that are only received 
periodically were received in April.  Property tax revenues were lower through April 2014, than at the end 
of April 2013 by $1.3 million, however, due to fluctuation in the timing of payments.  

o Sales tax revenues through April 2014 were 7.6 percent higher than in April 2013 and are 37.1 percent of 
budget.  This increase is largely due to strong performance in the auto/gas retail sector and the “other 
retail” sector.  Car sales have been the driving force behind the increased sales tax revenues in the City, 
although these revenues have slowed in the past few months.  All other sales sectors outperformed 2013 
through the first four months of the year, with the exception of contracting, which was behind 2013 by 
1.0 percent.  The sales tax revenue reflects activity in February 2014 due to the two month lag in receipt 
of the funds from the Department of Revenue.   

o Utility tax receipts were 33.2 percent at the end of April, in line with budget expectations and 3.1 percent 
higher than in 2013.  In addition, the City has collected $11,300 in one-time recoveries in 2014 as part of 
an ongoing audit of telephone companies.   

o Business license revenues through the end of April were 37.4 percent of budget with 33 percent of the 
year complete. These revenues were down 1.9 percent from 2013, as April 2013 had a high number of 
business license payments received. Staff will monitor whether this is simply a fluctuation in payment 
patterns.   

o Development fees through the end of April were at 41.7 percent of budget with $2,043,000 received so 
far.  This is almost the same as the total received in the first four months of 2013.  Revenues this year 
have been running above budget mostly due to over $300,000 in fees from the Google redevelopment. 

o Gas taxes finished April at $520,100, 30.7 percent of the annual budget.  This is similar to 2013 when 
gas tax revenue through April was $516,400. 

 Total General Fund expenditures were 32.9 percent of budget at the end of April.   

o General fund salaries and benefits were $17.7 million at the end of April, which is 32.3 percent of the 
annual budget.  This is 6.8 percent higher than 2013 but it is in line with budget expectations for the first 
four months of 2014, as a number of new positions were added during the mid-biennial process. 

o Fire suppression overtime expenditures were $268,000 at the end of April, 37.1 percent of budget, and 
$108,100 higher than in 2013.  This is because overtime has been needed to backfill four vacancies in 
the department to maintain daily minimum staffing, a portion of which may be offset by salary savings. 

o The 2013-14 one-time service package for $506,460 of additional overtime funding to staff Fire Station 
#24 is shown separately on the Dashboard.  Initially split evenly between 2013 and 2014, $107,700 of 
the 2013 budget was transferred to 2014 as staffing began in August 2013.  Expenditures at the end of 
April 2014 were $144,300, which is 31.3 percent of budget. 

o At the end of April contract jail costs were 50.1 percent of budget 33 percent of the way through the 
year.  Contract costs are expected to be much lower in the second half of the year as the new Public 
Safety Building will open, which has a much larger jail capacity, reducing the need for the City to rent jail 
bed space.       

o Fuel costs ended April at $188,800 or 23.7 percent of budget, $2,700 lower than April 2013.  Fuel 
expenditures coincide with the delivery of the fuel, so comparisons to budget can fluctuate based on the 
timing of the last fuel order.       
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City of Kirkland Budget Dashboard Date Completed 5/19/2014

Annual Budget Status as of 4/30/2014   (Note 1)

Percent of Year Complete 33.33%

Status

2014 Year-to-Date % Received/ Current Last

Budget Actual % Expended Report Report Notes

General Fund

Total Revenues (2) 78,986,736      26,821,903      34.0% Property tax received earlier in 2013

Total Expenditures 80,932,459      26,602,043      32.9% COLA added in April  

Key Indicators (All Funds)  

Revenues

Sales Tax 15,533,571      5,767,946        37.1% Prior YTD = $5,358,636

Utility Taxes 14,779,443      4,909,594        33.2% Telephone Utility Tax Audit = $11,331

Business License Fees 2,852,358        1,067,607        37.4%

Development Fees 4,897,441        2,043,976        41.7%

Gas Tax 1,692,480        520,094            30.7%  

Expenditures

GF Salaries/Benefits 54,892,388      17,724,645      32.3% Excludes Fire Suppression Overtime

Fire Suppression Overtime 721,957            267,980            37.1% Excludes FS 24 Overtime

F.S. #24 Overtime Staffing 460,743            144,256            31.3%

Contract Jail Costs 603,602            302,365            50.1%

Fuel Costs 797,608            188,847            23.7%

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 second year of the biennium (2014).

n/a - not applicable

Note 2 - Total budgeted expenditures in 2013 and 2014 exceed budgeted revenues due to planned use of reserves (ex: funding of CIP sinking fund 

reserves and use of Building and Property Reserve). 

H:\FINANCE\2013-2014 Budget\Dashboard\2014\2014 Monthly Status Format.xlsx

5/22/2014 3:59 PM
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Development Services Report – April 2014 
 
Development Services is comprised of the Fire and Building, Public Works and Planning 
Departments. The Building Department reports on all building construction related 
permits including electrical, mechanical and plumbing trade permits, signs and grading 
permits. Fire permits are not reported on since they are tracked separately from the 
Building Department budget. Public Works Department revenue is generated from 
infrastructure improvement permits and Planning Department revenue is the result of 
land use permits. A review of the April, 2014 permit data allows us to offer the 
following: 
 

 The April, 2014 Building Permit related statistics continue to indicate a leveling-off 
of the upward trend that we witnessed throughout 2013. New single-family 
residential permit applications for April were level with 30 applications received 
compared to 31 last year. We have received 83 applications so far this year 
compared to 108 last year which is a 23% decrease in new single-family permit 
activity.  In contrast, there was a 31% increase in commercial tenant improvement 
permits and single-family remodel permits with 34 applications received compared 
to 26 last March.  

 
 The monthly average of total building related permits received so far this year 

(459) is approaching the monthly average for 2013 (468), with the total number 
of permits received in April (558) exceeding April 2013 (438) by 27%. 

 
 Building Department revenue for April was $285,720 which is 104% the average 

monthly projected revenue of $275,397 and year-to-date revenue is ahead by 
$248,391 ($1,349,980 has been collected to date, 41% of the budgeted annual 
revenue of $3,304,768). 

 

 Public Works Department development revenue for April, 2014 was $105,170, 
which is $26,565 more than the average monthly projected revenue of $78,605 
and year-to-date revenue is ahead by $133,230 ($447,649 has been collected to 
date, 47% of the budgeted annual revenue of $943,257). 
 

 Planning Department revenue for April, 2014 was $71,868, which is $17,750  
above our adjusted monthly projected revenue average of $54,118 for 2014. Year-
to-date revenue is ahead by $29,875 (38% of the budgeted annual revenue of 
$649,416 has been collected).   
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CITY OF KIRKLAND 
Department of Finance & Administration 
123 Fifth Avenue, Kirkland, WA  98033  425.587.3100 
www.kirklandwa.gov 

 
MEMORANDUM 
 
To: Kurt Triplett, City Manager 
 
From: Tracey Dunlap, Director of Finance & Administration  
 George Dugdale, Budget Analyst  
 
Date: May 2, 2014 
 
Subject: April Sales Tax Revenue  
 
April sales tax revenue is up 8.8 percent compared to April 2013.  Year-to-date revenues are up 7.6 
percent compared to the same period last year.  Results this month reflect retail sales from February 
2014 due to the two month lag in reporting sales tax data.  

Comparing April 2014 to April 2013  

Analyzing the revenues from the same month of this year and last year allows for comparisons that focus 
on economic and seasonal trends to give insight and context to how each business sector is performing 
during a particular month.  

 
 April sales tax this year is up $103,800 compared to April 2013.  About 70 percent of the increase 

is split between wholesale, contracting and the miscellaneous sector. 
 The contracting sector is up 13.2 percent compared to last April.  This is significantly higher 

growth than March 2014 compared to March 2013. 
 Retail sectors are collectively up 2.4 percent compared to the same month in 2013 or about 

$16,900. 
o The auto/gas retail sector was up 2.8 percent, or $8,700, rebounding from March 

2014, which saw the first decline in this sector in over two years.  Auto sales remain the 
largest sales tax generator, by dollar amount in the City. 

o General merchandise/miscellaneous retail are up 1.5 percent over April 2013, or 
about $2,200.  This sector also saw a rebound from a fall in revenue in March. 

Business Sector Dollar Percent Percent of Total
Group 2013 2014 Change Change 2013 2014

Services 148,483 157,442 8,959              6.0% 12.6% 12.2% 

Contracting 190,645 215,808 25,163            13.2% 16.1% 16.8% 

Communications 36,323 40,233 3,910              10.8% 3.1% 3.1% 

Auto/Gas Retail 306,512 315,176 8,664              2.8% 25.9% 24.5% 

Gen Merch/Misc Retail 143,998 146,157 2,159              1.5% 12.2% 11.4% 

Retail Eating/Drinking 96,690 103,717 7,027              7.3% 8.2% 8.1% 

Other Retail 157,847 156,864 (983)               -0.6% 13.4% 12.2% 

Wholesale 43,899 59,841            15,942            36.3% 3.7% 4.7% 

Miscellaneous 57,587 90,565 32,978            57.3% 4.8% 7.0% 

Total 1,181,984 1,285,803 103,819        8.8% 100.0% 100.0% 

2013-2014 Sales Tax Receipts by Business Sector-Monthly Actuals

March
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o Other retail fell by 0.6 percent, or about $1,000, compared to April 2013.  This 
decline was largely because of a $12,400 decline in sales tax from furniture and home 
furnishing stores.  

o The retail eating/drinking sector is up 7.3 percent compared to April 2013 due to 
strong sales among restaurants across the City. 

 The services sector is up 6.0 percent over April 2013, or about $9,000, due mostly to growth 
in the healthcare sector. 

 Wholesale is up 36.3 percent compared to April 2013, or about $16,000.  After posting a year 
on year decline between February 2013 and February 2014, wholesale revenues have grown in 
the past two months. 

 The miscellaneous sector is up 57.3 percent over April 2013, or about $33,000.  This was in 
part due to higher manufacturing, finance and real estate revenues,  however, most of the 
increase was from the statewide pool, which is made up of sales tax revenue submitted to the 
Department of Revenue but not appropriately coded, making the local coding distribution 
unknown.  Revenues in the pool are allocated to cities by the State, with large spikes indicating a 
larger than normal amount of revenue allocable to Kirkland.  This is the second consecutive 
month with large gains in the statewide pool 

 The communications sector is up 10.8 percent, or about $3,900. 

 

Year-to-Date Business Sector Review 

Year-to-date sales tax totals are useful for comparing revenues received so far this year with last year’s 
totals at the same point.  This information gives us a broader context of how a sector is performing as 
the year goes on.  Through the end of April sales tax is up 7.6 percent compared to last year.  

 
 Retail sectors sales tax revenues collectively are up 6.2 percent compared to 2013.   

o The general merchandise/miscellaneous retail sector is up 0.7 percent compared 
to last year.  

o The auto/gas retail sector is up 6.6 percent compared to last year. Vehicle sales are 
still ahead of where they were through April 2013, but the rate of increase has slowed in 
the past two months.  Gas station sales are slightly down.   

o The retail eating/drinking sector performance is up 8.3 percent compared to the 
same period in 2013, an increase of $34,000.  This is due to increases in sales at 
restaurants across the City. 

o Other retail is up 9.3 percent compared to 2013 due to strong increases in a number of 
categories particularly online retailers and building and garden stores.   

 The services sector is up 5.1 percent compared to last year.  Year-to-date revenue in most 
sectors is similar to 2013, and revenue from some service sectors such as arts and entertainment 
has been slightly over and slightly under their 2013 numbers at different points in the year.    

Business Sector Dollar Percent
Group 2013 2014 Change Change 2013 2014

Services 691,051 726,029 34,978              5.1% 12.9% 12.6% 8.5% 

Contracting 887,319 878,659 (8,660)              -1.0% 16.6% 15.2% -2.1% 

Communications 144,084 166,138 22,054              15.3% 2.7% 2.9% 5.4% 

Auto/Gas Retail 1,306,946 1,393,816 86,870              6.6% 24.4% 24.2% 21.2% 

Gen Merch/Misc Retail 700,280 706,490 6,210                0.9% 13.1% 12.2% 1.5% 

Retail Eating/Drinking 409,459 443,484 34,025              8.3% 7.6% 7.7% 8.3% 

Other Retail 704,496 770,092 65,596              9.3% 13.1% 13.4% 16.0% 

Wholesale 244,079 253,413 9,334                3.8% 4.6% 4.4% 2.3% 

Miscellaneous 270,922 429,825 158,903            58.7% 5.1% 7.5% 38.8% 

Total 5,358,636 5,767,946 409,310          7.6% 100.0% 100.0% 100.0% 

City of Kirkland Actual Sales Tax Receipts

January-April Percent of Total Percent 
of  

Change
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The two exceptions to this are publishing sector, where revenue from 2013 is skewed upward 
because a taxpayer paid multiple months at the same time last year, and other information 
where 2014 revenues are currently skewed upwards for the same reason. 

 Wholesale is up 3.8 percent compared to last year, an increase of $9,300.  In previous 
months year-to-date sales were lower than last year, as 2013 revenues contained large amounts 
of sales of medical equipment, which does not happen regularly. However, strong sales across 
the category mean year-to-date sales are now higher.  Items in this category include food 
wholesale, medical equipment, computer equipment, sporting and recreation equipment, and 
industrial equipment.   

 The communications sector is up 15.3 percent compared to last year, the largest percentage 
increase of any sector so far in 2014.  This is due to strong growth across a number of 
companies within this competitive sector.   

 The contracting sector is down 1.0 percent compared to 2013.  Contracting was among the 
largest growth sectors in the City through the first half of 2013, but slowed later in the year.  A 
sharp decline in January 2014, meant the year started significantly below the 2013 number, but 
three consecutive months of growth have reduced the year-on-year decline.  

 The miscellaneous sector is up 58.7 percent due to a large payment from an aviation 
company as well as increased revenues from the statewide pool, described above.  

 

Regional Economic Context:   

The consumer confidence index declined from 83.9 in March to 82.3 in April. This is still higher than the 
beginning of the year when then index stood at 78.9 and is over 10 points higher than the same period in 
2013. “Consumer confidence declined slightly in April, as consumers assessed current business and labor 
market conditions less favorably than in March,” said Lynn Franco, Director of Economic Indicators at The 
Conference Board. “However, their expectations regarding the short-term outlook for the economy and 
labor market held steady. Thus, while sentiment regarding current conditions may have slipped a bit, 
consumers do not foresee the economy, or the labor market, losing the momentum that has been 
building up over the past several months.” 

The April update from the Washington State Economic and Revenue Council reported that the state’s 
economy has added 7,900 net new jobs since the February forecast was released, 1,600 fewer than 
anticipated.  According to the Bureau of Labor Statistics, Washington’s unemployment rate fell slightly 
between February and March 2014, from 6.4 percent to 6.3 percent.  This figure is below the state’s 
2013 average unemployment of 7.0 percent.  The relatively low unemployment rates should be 
interpreted with some caution, since some analysts have argued that the declining unemployment rate is 
due to falling participation in the labor market, rather than strong employment numbers.  

Housing construction rebounded slowed in the first quarter of 2014, confirming the preliminary results 
that were available last month.  Housing permits averaged 30,800 in January and February, down from 
34,600 in the fourth quarter of 2013, and the decline was present in both the multi-family and single 
family sectors.        

Regional home prices continued to rise, according to the S&P/Case-Schiller Home Price Indices, although 
at a slower rate than in 2013.  As of January, Seattle area home prices have risen in each of the last 23 
months, and are 11.9 percent higher than they were a year prior.  Even with the recent gains, Seattle 
area home prices are still 15 percent lower than their 2007 peak.   

The growth in car sales appears to be slowing across the state, reflecting the sales tax data seen in 
Kirkland.  Car and light truck sales in March were 248,400 down from 253,800 in February, and below the 
post-recession high of 280,800 in January.  The number of new vehicles registered in March was the 
lowest since September 2012.   
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Conclusion 

Sales tax revenues in 2014 have performed as expected, growing compared to 2013, but at a lower rate 
than the year-on-year growth seen between 2012 and 2013.  The sectors that made up the largest 
growth in 2013, Contracting, Services and Auto/Gas Retail have all slowed, although most sectors are 
continuing to post some growth. 



                         2014 CALENDAR                                          
2015-16 Budget, 2014-18 CIP Update & Development Services Fee Update 

 

*Council Meeting/Action                                                      Updated: 5/22/14 
                                                               **Task still in progress 

JANUARY 

2014 Calendar to Fin & Admin Comm January 28 

(rescheduled to February 11) 
 

FEBRUARY 
Dev. Svcs. Staffing Model/Dept Mtgs February 16 

City Council Retreat February 21 

 
MARCH 

Dev. Svcs. Fee Model update/Dept Mtgs March 
CIP Update Kickoff March 5 

CIP Update – Materials Due  March 25 
Dev. Svcs. Intro to F&A Comm. March 25 

 

APRIL 
CIP Meetings with City Manager April 1-11 

Dev. Svcs. Cost Recovery to depts April 18** 
CIP to Finance & Admin Committee April 29 

Internal Service Rates Kickoff April 30 

 
MAY 

Dev. Svcs. Cost Recovery Draft May 2** 
Draft Internal Service Fund Rates Due May 22 

Dev. Svcs Fee Progress Report to  

Fin & Admin Comm. May 27 
Internal Service Rates Meetings May 29 

City Council Retreat May 30 
 

JUNE 
Internal Service Rates Meetings June 2 

CIP Update – Materials for Council packet June 5 

Final Internal Service Rates Due June 13 
CIP Update – Council meeting June 17 

Budget Adjustments to Council June 17 
Dev. Services Fee Progress Report to  

Fin & Admin Comm. June 24 

Budget Kickoff June 26 
 

JULY 
Budget Workshops July 8-10 

Department Org Charts Due July 14 
Personnel Recaps Due July 14 

Dev. Services Fee Study Session (tentative) July 15 

Revenue Estimates Due July 18 
Budget Workshops July 21-24 

 
[Add’l Dev. Fee Public Process (if necessary) – TBD] 

   

AUGUST 
Budget Workshops August 4-6 

Basic Budget Due August 6 
Department Overviews Due August 13 

Basic Budget Analysis August 13 

Service Packages Due August 22 
 

AUGUST CONT’D 

Basic Budget Mtgs w/ City Manager August 25-29 

 Review Basic Budget Analysis 

 Identification of Policy Issues 

 Review Service Packages/Reductions  

 
Outside Agency Requests Due August 29 

 
SEPTEMBER 

Estimated Carryover Requests Due September 5 

(Fund 010 Only) 
 

Basic Budget/Service Packages/ 
Expenditure Reductions Meetings 

with City Manager September 8-12 
 Discussion of Policy Issues 

 Review Service Packages/Reductions 

 

Department Issue Papers Due September 12 

 
Public Hearing –  

Proposed Revenue Sources September 16 
 

Final City Manager Decisions September 19 

Budget Document Production September 22-30 
 

[Dev. Fee Adoption – TBD] 
 

OCTOBER 
Budget Document Production October 1-17 

 

Fin & Admin Committee Review of Budget 
Issues & Process (Special Meeting) October 14 

 
City Manager’s Proposed Budget to 

City Council & Public October 21 

 
Council Budget Work Session (3-9pm) October 30 

  
NOVEMBER 

Council Study Session – Budget November 4 

Public Hearing – Budget Input November 4 
 

Special Study Session – Budget  November 10 
(if needed)  

 
Public Hearing – Budget November 18 

Preliminary Property Tax Levy November 18 

Public Hearing – Prelim Property Tax November 18 
 

DECEMBER  
Budget Adoption December 9 or 16 

CIP Update Adoption December 9 or 16 

Final Property Tax Levy Adoption December 9 or 16  
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