
 

 
1. CALL TO ORDER 
 
2. ROLL CALL 
 
3. STUDY SESSION 

 
a. Aquatic, Recreation and Community Center Update 

 
4. EXECUTIVE SESSION 
 
5. HONORS AND PROCLAMATIONS 

 
a. Fire Prevention Week Proclamation 
 

6. COMMUNICATIONS 
 

a. Announcements 
 
b. Items from the Audience 

 
c. Petitions 

 
7. SPECIAL PRESENTATIONS 
 
8. CONSENT CALENDAR 
 

a. Approval of Minutes: September 2, 2014 
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Vision Statement 

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

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

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

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

123 Fifth Avenue  •  Kirkland, Washington 98033-6189  •  425.587.3000  •  www.kirklandwa.gov 

 
AGENDA 

KIRKLAND CITY COUNCIL MEETING 
City Council Chamber 

Tuesday, September 16, 2014 
 6:00 p.m. – Study Session 

7:30 p.m. – Regular Meeting  
 

COUNCIL AGENDA materials are available on the City of Kirkland website www.kirklandwa.gov. Information regarding specific agenda topics 

may also be obtained from the City Clerk’s Office on the Friday preceding the Council meeting. You are encouraged to call the City Clerk’s 

Office (425-587-3190) or the City Manager’s Office (425-587-3001) if you have any questions concerning City Council meetings, City services, 

or other municipal matters. The City of Kirkland strives to accommodate people with disabilities. Please contact the City Clerk’s Office at 425-

587-3190. If you should experience difficulty hearing the proceedings, please bring this to the attention of the Council by raising your hand. 

EXECUTIVE SESSIONS may be 

held by the City Council only for the 
purposes specified in RCW 

42.30.110.  These include buying 
and selling real property, certain 
personnel issues, and litigation.  The 

Council is permitted by law to have a 
closed meeting to discuss labor 

negotiations, including strategy 
discussions. 

 

ITEMS FROM THE AUDIENCE 

provides an opportunity for members 
of the public to address the Council 

on any subject which is not of a 
quasi-judicial nature or scheduled for 

a public hearing.  (Items which may 
not be addressed under Items from 
the Audience are indicated by an 

asterisk*.)  The Council will receive 
comments on other issues, whether 

the matter is otherwise on the 
agenda for the same meeting or not. 
Speaker’s remarks will be limited to 

three minutes apiece. No more than 
three speakers may address the 

Council on any one subject.  
However, if both proponents and 
opponents wish to speak, then up to 

three proponents and up to three 
opponents of the matter may 
address the Council. 

http://www.kirklandwa.gov/
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b. Audit of Accounts: 

Payroll $ 

Bills  $ 
 
c. General Correspondence 

 
d. Claims 
 
e. Award of Bids 

 
f. Acceptance of Public Improvements and Establishing Lien Period 

 
(1) Peter Kirk Elementary School Walk Route Sidewalk Project, Road 
     Construction Northwest, Renton, Washington 

 
g. Approval of Agreements 

 
h. Other Items of Business 

 
(1) Kirkland Intelligent Transportation Project (ITS) Implementation  

Phase  IB – Budget Adjustment 
 

(2) Report on Procurement Activities 
 

9. PUBLIC HEARINGS 
 
a.  Ordinance O-4453 and its Summary, Relating to Land Use and Zoning, 
     Amending Ordinance O-4447 to Extend the Interim Zoning Regulations 
     Regarding the Retail Sale of Recreational Marijuana, Enacted by Ordinance 
     O-4447, Providing for Severability, and Approving a Publication Summary. 
 
b. Proposed Revenue Sources for 2015-2016 Budget 

 
10. UNFINISHED BUSINESS 

 
a. Resolution R-5067, Relating to Planning and Land Use and Accepting the 

Recommendation of the Kirkland Planning Commission to Defer Action on 
the Houghton/Everest Neighborhood Center Citizen Amendment Requests 
Until the Completion of the Comprehensive Plan (File CAM13-00465, #14). 
 

b. City Council Meeting with the Central Houghton Neighborhood 
 

c. Review 2015-2016 Utility Rates – Part 2 
 
11. NEW BUSINESS 

 
a. Resolution R-5068, Affirming the Hearing Examiner Decision Approving 

the Meritage Ridge Preliminary Subdivision in Department of Planning and 
     Community Development File No. SUB13-02088. 
 
 
 

QUASI-JUDICIAL MATTERS 
Public comments are not taken on 
quasi-judicial matters, where the 

Council acts in the role of 
judges.  The Council is legally 

required to decide the issue based 
solely upon information contained in 

the public record and obtained at 
special public hearings before the 
Council.   The public record for quasi-

judicial matters is developed from 
testimony at earlier public hearings 

held before a Hearing Examiner, the 
Houghton Community Council, or a 
city board or commission, as well as 

from written correspondence 
submitted within certain legal time 

frames.  There are special guidelines 
for these public hearings and written 
submittals. 

 

 
ORDINANCES are legislative acts 

or local laws.  They are the most 
permanent and binding form of 

Council action, and may be changed 
or repealed only by a subsequent 
ordinance.  Ordinances normally 

become effective five days after the 
ordinance is published in the City’s 

official newspaper. 
 

 
 
RESOLUTIONS are adopted to 

express the policy of the Council, or 
to direct certain types of 

administrative action.  A resolution 
may be changed by adoption of a 
subsequent resolution. 

 
 

 
 
 

PUBLIC HEARINGS are held to 
receive public comment on 

important matters before the 
Council.  You are welcome to offer 
your comments after being 

recognized by the Mayor.  After all 
persons have spoken, the hearing is 

closed to public comment and the 
Council proceeds with its 

deliberation and decision making. 
 
 

 
 

 
 
 

 
 

NEW BUSINESS consists of items 
which have not previously been 
reviewed by the Council, and which 

may require discussion and policy 
direction from the Council. 
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b. Resolution R-5069, Approving an Agreement Regarding Payment and 

Use of SEPA Mitigation Fees and Impact Fees with SRMKII, LLC with  
Respect to the Phase II Google Campus Expansion Project. 

 
12. REPORTS 

 
a. City Council Reports 

 
(1) Finance and Administration Committee 

 
(2) Planning, and Economic Development Committee 

 
(3) Public Safety Committee 

 
(4) Public Works, Parks and Human Services Committee 

 
(5) Tourism Development Committee 

 
(6) Regional Issues 

 
b. City Manager Reports 

 
(1) Calendar Update 

 
13. ITEMS FROM THE AUDIENCE 

 
14. ADJOURNMENT 
 
 
 
 
 

 
 
 

 
 

 
 
 

 
 

 
 

ITEMS FROM THE AUDIENCE 
Unless it is 10:00 p.m. or later, 
speakers may continue to address 

the Council during an additional 
Items from the Audience period; 

provided, that the total amount of 
time allotted for the additional 
Items from the Audience period 

shall not exceed 15 minutes.  A 
speaker who addressed the Council 

during the earlier Items from the 
Audience period may speak again, 
and on the same subject, however, 

speakers who have not yet 
addressed the Council will be given 

priority.  All other limitations as to 
time, number of speakers, quasi-
judicial matters, and public 

hearings discussed above shall 
apply. 



 

CITY OF KIRKLAND 
Department of Parks & Community Services 

505 Market Street, Suite A, Kirkland, WA  98033  425.587.3300 

www.kirklandwa.gov 

 
 
MEMORANDUM 
 
To: Kurt Triplett, City Manager  

 
From: Jennifer Schroder, Director 

 Linda Murphy, Recreation Manager 
 

Date: September 11, 2014 
 

Subject: Aquatics, Recreation, and Community Center Project: Report and Recommendations 

 
RECOMMENDATION 

 
That the City Council reviews the draft final report on the proposed Aquatic, Recreation, and Community 

(ARC) Center project, receives recommendations from the Park Board, and provides direction on next 
steps.   

 

The Park Board recommends: 
 

1. The Facility  
The ARC Center should be a multi-use aquatic, recreation, and community facility as outlined in 
the draft final report, enhanced to include: 50-meter lap pool with movable bulkhead, 2-court 
gymnasium with elevated walking/jogging track, community hall with 300-person banquet 
seating capacity and companion outdoor/rooftop deck. The facility should be designed to achieve 
LEED certification with provisions to incorporate solar rooftop panels to generate alternative 
energy.  The estimated size of the recommended facility is 104,200 square feet. 
 

2. Site Preference 
The City Council should pursue acquisition of an alternate, privately-owned location for the ARC 
Center.  Neither Juanita Beach Park nor the North Kirkland Community Center site are supported 
by the Park Board at this time. 
 

3. Timing Considerations  

The City Council should establish a timeline and deadline for final site selection and direct the 
Park Board and staff to continue the site selection process as required.  In light of strong 
community interest and support for the proposed ARC Center the selection process for a final site 
should proceed without delay. 

 

BACKGROUND DISCUSSION 

       
1. Council Direction 

 
On May 6, 2014, the City Council unanimously passed R-5050 (attached) authorizing staff and the Park 

Board to conduct additional analysis of the Juanita Beach and North Kirkland Community Center (NKCC) 
park sites and to consider uses for a potential facility to meet the recreation and aquatic needs of 

Kirkland residents.  The Council directed staff and the Board to conduct technical analyses for both sites 

to include an environmental assessment and completion of traffic studies, building massing studies, and 

Council Meeting:  09/16/2014 
Agenda: Study Session 
Item #:  3. a. 
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cost estimating.  As well, staff was directed to continue to involve the community and potential project 
partners on consideration of possible facility components as well as siting preferences. 

 

The resolution also noted that: 
 

 According to the standards of the National Recreation and Parks Association, the current Kirkland 
public aquatic facilities do not meet local needs and Kirkland lacks recreation and aquatic facilities 

to more broadly serve its general population, especially in comparison with national statistics and 

trends;  
 

 Since 2001 the City of Kirkland's Comprehensive Park, Recreation, and Open Space (PROS) Plan 
has identified the need for more multi-use recreation space in the community;  

 
 The 2007 Kirkland Indoor Recreation Feasibility Study described a prototype recreation center 

which would respond to community needs and interests;  

 
 The Lake Washington School District has determined that the Juanita Aquatic Center has reached 

the end of its useful life and has furthermore decided that the Aquatic Center will not be retained 
at the time of Juanita High School's modernization or replacement;  

 

 The Juanita Aquatic Center is the only public indoor, year-round aquatic facility in the Kirkland 
community which provides a variety of critical recreational, educational, competitive, and health 

and wellness activities for residents of all ages; 
 

 Aquatic facilities have been an essential part of the Kirkland community and culture for over 45 
years, beginning with construction of Peter Kirk Pool in 1968, followed in 1971 with the 

construction of the Juanita Aquatic Center at Juanita High School;  

  
 The City is committed to partnering with interested public and private organizations to explore 

options for meeting the general recreation needs of Kirkland residents and for replacing the 
Juanita Aquatic Center; 

 

 The City Council has determined that a new public recreation and aquatic facility must serve all 
members of the public from children to seniors and must provide programming, including 

instruction, recreation and competition opportunities as well as wellness, fitness and 
rehabilitation options;  

 

 The City Council would like to better understand the recreation and aquatic facility siting options, 
interests, and level of support by residents. 

 
 

2. Project Consultant Team 
 

The current phase of study was initiated in June of this year. The prime consultant, The Sports 

Management Group, is working with a technical team of subconsultants which include: 
 

 Aquatic Design Group (ADG), an aquatics planning and design firm, to provide programming, 

concept design and cost estimating services;  
 Fehr & Peers Traffic Consultants to assess traffic impacts and identify actions needed to mitigate 

impacts;  

 KPFF Civil Engineers to prepare costing level documents for grading, utility relocation, and 

stormwater treatment and detention;  

E-page 5



Memorandum to Kurt Triplett 

Aquatics, Recreation and Community Center Project  
Sept. 11, 2014 

Page 3 of 8 
 

 
 AECOM to provide cost estimates based on more refined and detailed data developed during this 

phase of technical analysis.  
 

The City also retained the services of Historical Research Associates (HRA) to conduct a cultural resources 

assessment of the NKCC site. A prior cultural resources assessment was referenced for the Juanita Beach 
Park site.   

 
3. Draft Final Report 

 

The draft final report was compiled by The Sports Management Group and is available online and via this 
link.   

 
An accompanying Technical Report with additional background information is also available online and via 

this link.  
 

The report features the following information: 

 
 Consultant Recommendations 

 Space Program & Financial Performance  

 Site Analyses 

 Traffic Assessments 

 Concept Designs with Cost Estimates 

 Public Process Summary 

 Funding Options 

 Technical  Reports

 

At the City Council’s September 16 study session staff and members of the consultant team will present 
the major highlights and recommendations from the report. 

 

4. Additional Recent Community Outreach 
 

In addition to the public outreach outlined in the final report, staff is continuing to engage the community 
for this project.  Staff invited residents and property owners near Juanita Beach to a meeting on 

September 3 to learn more about the project and to express their concerns.  Consistent with the City’s 
notification guidelines for development projects, a mailed invitation was sent to nearly 1,400 addresses 

within 300 feet of the park site, and approximately 30-35 people attended the meeting.  Staff was also 

invited to discuss the project at the Juanita Neighborhoods Association’s September 8 meeting.   
 

5. Summary of Conceptual Project Cost Estimates 
 

The draft final report (pages 67-70) provides a detailed conceptual-level project cost estimates for the 

siting options.  The cost consultant prepared estimates based on existing records, discussions with 
contractors, and review of actual unit costs from the recently bid aquatic/recreation facility for the City of 

Sammamish.  Differing site characteristics were considered in formulating project and construction-
related expenses. 

 

E-page 6
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The following cost comparison chart is taken from the report:

 
 

6. Additional Cost Considerations: Mitigating Displacement of Park Facilities at Juanita 

Beach 
 

Should the ARC Center be sited on the north side of Juanita Beach the playfields and potentially the 
tennis courts would be displaced.  Staff has analyzed how the potential loss of these park amenities could 

be addressed and suggest the following possible mitigation measures: 

 
 Playfields.  Currently the two fields at Juanita Beach are used primarily by KNLL (Kirkland 

National Little League) for tee-ball games, coach-pitch games, and practice time. In staff 

conversations with LWSD & KNLL there are viable options within the LWSD inventory to provide 
field space & programming that would not only be sufficient mitigation for the loss of the Juanita 

Beach fields but would be an enhancement for field user groups and students at each school site: 
Finn Hill and Kamiakin Middle Schools.  The proposed funding source to improve and maintain 

the school fields would be the 2012 Parks Levy, which provides funding specifically identified for 

future City-School partnership projects. 
 

$150,000 - $200,000 - Field Capital Improvements (irrigation, fencing, turf repair) 
  

 Tennis Courts.  There are two lighted tennis courts at Juanita Beach, the only lighted courts in 

Kirkland’s park system.  To offset the loss of evening tennis opportunities, lights could be added 

at the existing tennis courts at Peter Kirk Park.  Another option would be to construct 
replacement courts elsewhere in the community, preferably in the Juanita area (such as at 

NKCC). 
 

$50,000 - Install lighting at Peter Kirk Park tennis courts; and/or: 
$120,000 - $160,000 - Construction new replacement courts elsewhere 

 

It should also be noted that Juanita Beach Park has a Council-approved Master Plan (see page 30 of 
report) which describes substantial future improvements to the north side of the park, including new 

playfields, a skate park, new parking areas, picnicking areas, and other associated amenities.  Placement 
of the proposed ARC Center at Juanita Beach would require a revised park master plan as a zoning code 

requirement. 

 
7. Summary of Park Board Recommendations 

 
At their meeting of September 10, 2014, the Park Board reviewed the draft final report and received a 

presentation from the consultant team and staff.  The meeting was heavily attended by the public and 
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approximately 25 citizens provided comment.  After extensive debate and discussion, the Park Board has 
developed the following recommendations: 

 

A. The Facility 
 

As a result of extensive community, stakeholder, and program user input, an evaluation of the 
City’s existing recreation programs and facilities, and an assessment of market conditions, the 

Park Board’s recommended ARC Center would include a community hall/banquet facility, caterer's 

kitchen/classroom, party room, arts rooms, gymnasium space, fitness room, studios, activity 
room, recreation pool, lap pool, hot tub, coffee bar, locker rooms, administrative office and other 

support spaces.  The base facility size to accommodate these spaces is an estimated 87,000 
square feet.  Importantly, this broad mix of facility components provides the greatest opportunity 
for the facility to annually generate the revenue sufficient to offset program and operating 
expenses, thus (as projected) eliminating a need for the facility to receive an ongoing general 
fund tax support. 
 
Options and key decision points: 

 
1. Lap Pool Size: 

Much of the planning process for the project has centered on lap pool size.   Options which 

have been discussed have ranged from a standard 25-yard x 8-lane lap pool to an Olympic-
sized 50-meter pool.   A middle option - a 32-meter x 13-lane lap pool - was determined by 

staff and the consultant as the “right size” based on a comparative analysis of features and 
benefits (see page 9 of report). The analysis considered current user programs, potential for 

growth, and operational sustainability. 
 

However, the Park Board believes that the City must consider not only current demand but 

also the future aquatic needs of the growing Kirkland community.  As well, the local non-
profit organization Wave Aquatics/Renew the Legacy has expressed a willingness to raise the 

additional funding (nearly $4 million) necessary to increase the pool size from 32-meters to 
50-meters, demonstrating a strong commitment to the project. 

 

The Park Board recommends the 50-meter lap pool option, with the addition of a movable 
bulkhead to enhance operational flexibility. [Adds approx. 5,800 sf and $4.3 million]  

 
2. Gymnasium Size: 

To meet on-going demand for active indoor recreation space in Kirkland, the consultant has 

provided an option and a recommendation to increase the size of the gym to accommodate 
two courts with an elevated walking/jogging track, or design the project to allow space for a 

future expansion. (Note: due to site constraints this is not a viable option at the NKCC site). 
 

The Park Board recommendation is for the Council to address Kirkland’s current deficiency of 
community gymnasium space by including the two-court gymnasium with elevated track as a 
base component of the ARC Center. [Adds approx. 11,400 sf and $2.9 million] 

 
3. Community Hall: 

The community hall would provide opportunities for local organizations, groups, and families 
to hold their larger events in Kirkland, rather than in surrounding communities.  The 

consultant has included provisions for a facility serving up to 250 persons.  The Park Board 

believes this is insufficient capacity for many desired local events. 
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The Park Board recommends increasing the Community Hall capacity to accommodate 300 
persons, and also recommends incorporating an outdoor or roof-top deck as a desirable 
feature. [Adds approx. 1,000 sf of indoor space and $450,000] 

 
4. Energy and Environmental Design: 

LEED, or Leadership in Energy & Environmental Design, is a green building certification 
program that recognizes best-in-class building strategies and practices. To receive LEED 

certification, building projects satisfy prerequisites and earn points to achieve different levels 

of certification.  
 

The Park Board recommends that the ARC Center should be designed to achieve a minimum 
LEED Silver certification.  A specific strategy which is recommended is to incorporate rooftop 
solar photovoltaic panels to generate energy on the site, either at time of construction or to 
be added at a later time.  If added at time of construction, this addition would likely qualify 
the project for LEED Gold certification. [Adds approx. $35,000 for certification and approx. 
$2.2 million for solar] 

 

With the addition of the recommended optional space components and features, the size of the ARC 
Center as recommended by the Park Board would total approximately 104,200 square feet.  The 

estimated total additional costs to the project would be nearly $10 million. 

 
B. Site Selection 

 
A comparative analysis of the NKCC and Juanita Beach sites (see page 36 of report) completed 

by the consultant team and staff concludes that Juanita Beach is the site that best addresses the 
siting criteria developed for the project.  These criteria include: 

 

 Site Capacity (Size)  
 Central Location  

 Prominent Siting & Visibility  
 Availability of Utilities  

 Soils & Construction Costs  

 Zoning Implications  
 Adequate Parking Capacity  

 Site Aesthetics  
 Neighborhood Context & 

Impacts  

 Scale Relative to Neighboring 
Buildings  

 Surrounding Land Uses  
 Access to Public Transportation  

 Access for Non-Motorized 

 Transportation  
 Impacts on Existing Landscape  

 Costs for Demolition & 
Relocation 

 Required Grading

 
NKCC Site 

 
Park Board members generally concurred with the consultant’s findings that the NKCC site is not 

suitable for the proposed ARC Center.  Primary concerns stressed by the Board were the 
insufficient size of the property and that the proposed facility would be out of scale with the 

surrounding predominantly single-family residential neighborhood. 

 
Juanita Beach Site 

 
The Park Board acknowledged the advantages of the Juanita Beach site relative to the NKCC site, 

particularly its size, setting, and scale/relationship to surrounding land uses.  However, Park 

Board members expressed strong reservations about use of the site for the ARC Center.  Park 
Board members identified these major concerns: 

 
 Loss of important historical park open space; 
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 Perception that traffic congestion would worsen and could not be adequately mitigated; 

 Opposition expressed by some neighbors, the neighborhood association, and historic 

preservation advocates; 
 Selection of a controversial site could jeopardize a future ballot initiative. 

 

Siting Recommendation 

 
The Park Board recommends that the City Council renew the search for a private site which 
would meet the needs of the project and generate broad community support.   
 

The Board recognizes that acquisition of a private site could significantly increase project costs 

and take additional time.  Nonetheless, the Board recommends that the City Council direct staff 
and the Board to spend more time with the community to explore other site options one last 

time. 
 

The City has been seeking a potential site for a new indoor recreation facility intermittently since 
2007, and, as a result of the pending closure of the Juanita Aquatic Center, aggressively for 

much of the past 12 months.  There appears to be growing momentum, enthusiasm, and support 

for the ARC Center and all that it can provide for the community.   
 

The Park Board recommends that the City proceed expeditiously on the site selection process and 
that the City Council establish a timetable and deadline for final site selection.  This timetable and 
deadline for site selection could perhaps be determined as a result of the Council’s preferred 
timing for a potential funding ballot measure. 

 

8. Funding Options 
 

The final report contains information on capital funding options (pages 81-83).  From the report, below is 
specific information related to two voter-approved levy options which could be considered: a levy lid lift 

and an excess levy. 

 
Levy Lid Lift 

This funding mechanism can be used for any purpose, for any time period, or can be permanent. If 
proceeds are used for debt service on bonds, the maximum period is nine years. The initial “lift” occurs in 

the first year, with annual increases in subsequent years limited to the lesser of one percent or the 

implicit price deflator (IPD). If this levy option were selected the maximum period would be 9 years to 
pay the debt of a Councilmanic bond. This option requires a simple majority (50% +1 approval) vote on 

any election date. 
 

Excess Levy 
An excess levy is available for capital purposes and the term is determined by the life of the proposed 

bonds, not to exceed the useful life of the facility. An excess levy requires a supermajority (60% 

approval) plus minimum 40% turnout based on last general election (validation). The election can occur 
on any election date. If this levy option were selected, the levy would be in place for the life of the 

bonds. 
 

The cost of the proposed options for the ARC Center presented in the report range from $47.5 million to 

$60.6 million.  To illustrate the potential cost to taxpayers, the City Finance Department prepared the 
following table detailing the annual debt service and the tax impact for a median priced home for both a 

9-year and a 30-year financing.  These examples assume that all project funding would be derived from a 
voter-approved funding measure. 
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9. Next Steps 

 
Staff suggests that the City Council provide general direction to staff at their September 16 study session 

regarding facility and site preferences.  In particular staff is looking for Council reaction to the additional 
enhancements to the facility proposed by the Park Board, as well as the recommendation to seek new 

sites.  
 

Options for next steps could include: 

 
1) Direct the Park Board and staff to seek further community input on the Juanita Beach site location.  

Outreach techniques could include a random telephone survey, online survey, and/or additional public 
meetings and outreach events. 

 

And/or: 
 

2) Direct the Park Board and staff to seek an alternate location(s) for the ARC Center and provide 
guidance on any additional or revised siting criteria and a deadline to complete the search. 

 
Staff recommendation is to seek much broader community input on the Juanita Beach site 

location prior to initiating a new siting process. 

 
Attachments: 

 
A - Resolution R-5050 
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RESOLUTION R-5050

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF KIRKLAND
AUTHORIZING ADDITIONAL ANALYSIS OF SITES AND USES TO BE
CONSIDERED FOR A POTENTIAL FACILITY TO PROVIDE FOR THE
RECREATION AND AQUATIC NEEDS OF RESIDENTS AND
AUTHORIZING THE PARKS AND COMMUNITY SERVICES DEPARTMENT
TO SOLICIT ADDITIONAL RESIDENT INPUT.

WHEREAS, since 2001 the City of Kirkland's Comprehensive

Park, Recreation, and Open Space (PROS) Plan has identified the need
for more multi-use recreation space in the community; and

WHEREAS, the 2007 Kirkland Indoor Recreation Feasibility Study

described a prototype multi-use recreation center which would

respond to community needs and interests and which included an
aquatics facility component; and

WHEREAS, aquatic facilities have been an essential part of the

Kirkland community and culture for over 45 years, beginning with

construction of Peter Kirk Pool in 1968, followed in 1971 with the

construction of the Juanita Aquatic Center at Juanita High School; and

WHEREAS, according to the standards of the National Recreation

and Parks Association, the current Kirkland public aquatic facilities do
not meet local needs; and

WHEREAS, Kirkland lacks recreation and aquatic facilities to

more broadly serve its general population, especially in comparison

with national statistics and trends; and

WHEREAS, the Lake Washington School District has determined

that the Juanita Aquatic Center has reached the end of its useful life

and has furthermore decided that the Aquatic Center will not be

retained at the time of Juanita High School's modernization or

replacement; and

WHEREAS, the Juanita Aquatic Center is the sole public indoor,

year-round aquatic facility in the Kirkland community which provides a

variety of critical recreational, educational, competitive, and health and

wellness activities for residents of all ages; and

WHEREAS, the City is committed to partnering with interested

public and private organizations to explore options for meeting the

general recreation needs of Kirkland residents and for replacing the

Juanita Aquatic Center; and

WHEREAS, the Parks and Community Services Department has

completed a preliminary evaluation of potential sites and on April 1,

2014, presented its findings and conclusions to the City Council; and
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R-5050

WHEREAS, the City Council believes a new public recreation and

aquatic facility must serve all members of the public from children to

seniors and must provide programming, including instruction,

recreation and competition opportunities as well as wellness, fitness

and rehabilitation options; and

WHEREAS, the City Council wishes to better understand the

recreation and aquatic facility siting options, interests, and level of

support by residents;

NOW, THEREFORE, be it resolved by the City Council of the City
of Kirkland as follows:

Section 1. The Parks and Community Services Department is
authorized to:

1. Conduct further investigation and analysis of Juanita

Beach Park and the North Kirkland Community Center

as locations for a community recreation and aquatic

facility.

2. Conduct technical analyses for both sites to include an

environmental assessment and completion of traffic

studies, building massing studies, and cost estimating.

3. Conduct outreach with the community and potential

project partners on possible facility components as well

as siting preferences.

4. Provide a report to the City Council with

recommendations from the Park Board by July 15,

2014, or as soon as possible thereafter.

5. Upgrade the boiler at Peter Kirk Pool to allow year-

round heated use as an interim facility should a new

recreation and aquatics center not be constructed and

opened prior to closure of the Juanita Aquatics Center.

Section 2. The City Manager is authorized and directed to

implement steps necessary to achieve these tasks.

Passed by majority vote of the Kirkland City Council in open

meeting this 6th day of May, 2014.

Signed in authentication thereof this 6th day of May, 2014.

Attest:

CityXlerk

-2-
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CITY OF KIRKLAND 
City Manager's Office 
123 Fifth Avenue, Kirkland, WA  98033  425.587.3001 
www.kirklandwa.gov 

 
 

MEMORANDUM 
 
To: Kurt Triplett, City Manager 
 
From: J. Kevin Nalder, Director Fire and Building Department 
 
Date: September 4, 2014 
 
Subject: Fire Prevention Week Proclamation 
 
 
RECOMMENDATION:   
 
That the Mayor proclaims the week of October 5-11, 2014 as Fire Prevention Week. 
 
BACKGROUND DISCUSSION:   
 
Each year, our nation observes “National Fire Prevention Week” during the second week 
of October.  This annual event commemorates the Great Chicago Fire of 1871, in which 
more than 250 people were killed, 100,000 were left homeless, and more than 17,400 
buildings were destroyed. The purpose is to educate communities about the devastating 
effects of fires, provide proactive measures to prevent fires from occurring and reduce 
the loss of life in the event of a fire. 
 
The National Fire Protection Association (NFPA) theme for this year’s Fire Prevention 
Week is “Working Smoke Alarms Save Lives” 
 
Many people don’t test their smoke alarms as often as they should. When there is a 
fire, smoke spreads fast. You need working smoke alarms to give you time to get out. 
Test yours every month! 
 
Smoke detectors are more important today than ever. Fire, smoke and toxic gases are 
more deadly in today’s fires than in fires of the past due to petroleum based interior 
furnishings. Also, modern lighter weight construction material allows occupants less 
time to escape.  
 
 
In 2013, Kirkland Fire Department responded to 182 fires in residential structures. NFPA 
reported that nationally, working smoke alarms reduced the risk of dying in reported 
residential structure fires by half. 
 
 

Council Meeting: 09/16/2014 
Agenda:  Honors and Proclamations 
Item #:  5. a.
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During this year’s Fire Prevention Week campaign the Kirkland Fire Department will be 
encouraging homeowners to ensure smoke detectors, carbon monoxide detectors and 
fire sprinkler systems in the home are functioning properly through information posted 
on the fire department website. During school and neighborhood interactions the 
department will provide safety tips to prevent fires from occurring and proper actions to 
take should a fire occur in their home, school or place of business. 
 
City of Kirkland Fire Marshal, Battalion Chief Dave Walker, will accept the proclamation. 
 

E-page 15



 

 

A PROCLAMATION OF THE CITY OF KIRKLAND 

 
Proclaiming October 5-11, 2014  

as “Fire Prevention Week” in Kirkland, Washington 
 
WHEREAS, since 1925, the President of the United States has signed a proclamation each 
year pronouncing a week of observance for fire prevention; and 
 
WHEREAS, the National Fire Protection Association, the world’s leading advocate in fire 
prevention, encourages communities to participate in its annual “Fire Prevention Week” 
campaign; and 
 
WHEREAS, the educational theme being promoted by the National Fire Protection 
Association for Fire Prevention Week 2014 is “Working Smoke Alarms Save Lives” and 
 
WHEREAS, fires result in 14,000 injuries to people every year and result in 2,520 deaths 
and billions in direct costs; and  
 
WHEREAS, smoke detectors cut the risk of dying in a fire in half; and 
 
WHEREAS, the Kirkland Fire Department will be making additional efforts to educate the 
public on practices and actions that can reduce the losses in Kirkland from fires; and 
 
WHEREAS, the City of Kirkland is committed to ensuring the safety and security of those 
living in and visiting our City; 
 
NOW, THEREFORE, I, Amy Walen, Mayor of Kirkland, do hereby proclaim October 
5-11, 2014 to be “Fire Prevention Week” in the City of Kirkland, to encourage residents 
to protect their homes and families from fire by practicing fire safe habits, ensuring smoke 
detectors and sprinkler systems work properly, and by eliminating fire hazards which can 
cause the loss of life and property. 
 

Signed this 16th  day of September, 2014 
 

                   ______________________ 
Amy Walen, Mayor 
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KIRKLAND CITY COUNCIL REGULAR MEETING MINUTES  
September 02, 2014  

 
 
1. CALL TO ORDER
 
2. ROLL CALL
 

ROLL CALL:  
Members Present: Councilmember Jay Arnold, Councilmember Dave Asher, 

Councilmember Shelley Kloba, Councilmember Doreen Marchione, 
Councilmember Toby Nixon, Deputy Mayor Penny Sweet, and Mayor 
Amy Walen. 

Members Absent: None. 
 
3. STUDY SESSION
 

a. Surface Water Master Plan Executive Summary Update
 

Joining Councilmembers for this discussion were City Manager Kurt Triplett, Public 
Works Surface Water Engineering Supervisor Jenny Gaus, and Project 
Manager/Technical Lead Erin Nelson of Alaterra Consulting (formerly Brown and 
Caldwell). Also present from Public Works were Superintendent Erin Devoto, 
Stormwater/Sewer Division Manager Bobbi Wallace, Capital Projects Manager 
Dave Snider and Development Engineering Manager Rob Jammerman. 

 
4. EXECUTIVE SESSION 
 

None. 
 
5. HONORS AND PROCLAMATIONS
 

None. 
 
6. COMMUNICATIONS
 

a. Announcements 
 

b. Items from the Audience
 

Karen Levenson  
Georgine Foster  
Glenn Buhlmann  
Bonnie McLeod  
Jan Burdue  
Mark Nelson 

Council Meeting: 09/16/2014 
Agenda:  Approval of Minutes 
Item #:  8. a.
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c. Petitions

 
7. SPECIAL PRESENTATIONS
 

a. International Association of Firefighters (IAFF) Special Presentation to Mayor Walen
 

Fire Chief Kevin Nalder introduced International Association of Firefighter's (IAFF) 
Local 2545 President Bryan Vadney and Vice President Seth Buchanan, all of whom 
acknowledged Mayor Amy Walen's recent participation in Fire Ops 101 at Hanford, 
WA. 

 
b. Human Trafficking 

 
King County Senior Deputy Prosecutor Valiant Richey and Co-founder and Director 
of Men's Accountability Peter Qualliotine of the Organization for Prostitution 
Survivors provided an overview of the issues and programs in King County. 

 
8. CONSENT CALENDAR 
 

a. Approval of Minutes: August 6, 2014
 

b. Audit of Accounts:  
Payroll $5,740,265.56  
Bills $4,994,507.15  
run #1339 checks #555000 - 555005 
run #1340 checks #555031 - 555177 
run #1341 checks #555180 - 555316 
run #1342 checks #555343 - 555380 
run #1343 checks #555381 - 555527 
run #1344 checks #555528 - 555543 
run #1345 checks #555544 - 555552 
run #1346 checks #555553 - 555672

 
c. General Correspondence

 
d. Claims 

 
Claims received from Jon Godfrey, James Lund, Anthony Marcum, Michael Lee 
Miller and Richard Ombrellaro were acknowledged via approval of the Consent 
Calendar. 

 
e. Award of Bids 

 
f. Acceptance of Public Improvements and Establishing Lien Period

 
 (1) 2013 Crosswalk Upgrade Project, Westwater Construction, Black 

Diamond, Washington. 

-2-

E-page 18



 
Work on the 2013 Crosswalk Upgrade Project completed by Westwater 
Construction of Black Diamond, WA was accepted and the City Council 
authorized the use of $2,002 in Street Improvement Reserves to close the 
project via approval of the Consent Calendar.  

 
g. Approval of Agreements

 
h. Other Items of Business

 
 (1) Ordinance O-4450 and its Summary, entitled "AN ORDINANCE OF THE 

CITY OF KIRKLAND RELATING TO ZONING, PLANNING, AND LAND USE; 
ADOPTING MINOR AMENDMENTS PURSUANT TO CHAPTER 161 OF THE 
KIRKLAND ZONING CODE (KZC); AMENDING PORTIONS OF THE 
FOLLOWING CHAPTERS OF THE KZC, ORDINANCE 3719 AS AMENDED: 
CHAPTER 5 - DEFINITIONS; CHAPTER 60 - PLANNED AREAS (PLA); 
CHAPTER 95 - TREE MANAGEMENT AND REQUIRED LANDSCAPING; 
CHAPTER 110 - REQUIRED PUBLIC IMPROVEMENTS; CHAPTER 115 - 
MISCELLANEOUS USE DEVELOPMENT AND PERFORMANCE STANDARDS; 
CHAPTER 150 - PROCESS IIA; CHAPTER 152 - PROCESS IIB; CHAPTER 161 -
PROCESS IVA; CHAPTER 180 - PLATES; AND APPROVING A SUMMARY 
ORDINANCE FOR PUBLICATION, FILE NO. CAM13-02129." 

 
 (2) Tourism Development Committee Appointment

 
Council appointed Maxim Khokhlov to an unexpired term ending March 31, 
2015 on the TDC via approval of the Consent Calendar. 

 
 (3) Report on Procurement Activities

 
Motion to Approve the Consent Calendar.  
Moved by Councilmember Dave Asher, seconded by Councilmember Doreen Marchione 
Vote: Motion carried 7-0  
Yes: Councilmember Jay Arnold, Councilmember Dave Asher, Councilmember Shelley 
Kloba, Councilmember Doreen Marchione, Councilmember Toby Nixon, Deputy Mayor 
Penny Sweet, and Mayor Amy Walen.  

 
9. PUBLIC HEARINGS 
 

None. 
 
10. UNFINISHED BUSINESS 
 

a. Development Fees - Part II
 

Finance and Administration Director Tracey Dunlap continued with the second of a 
three part development fees presentation, this one relating to the preliminary cost 
of service results of the update. 
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b. Park Lane Pedestrian Corridor Enhancements - Project Update and Authorization to 

Bid 
 

Capital Projects Manager Dave Snider, Project Engineer Frank Reinart and Perteet 
Engineering Senior Project Manager Kurt Ahrensfeld provided Council with an 
update on the Park Lane Project, including the results of the 2014 public 
involvement and outreach process and the resulting project design merging public 
input and current requirements. Staff requested that Council approve the most 
current project design elements including parking lot modifications, provide 
preliminary approval of the staff-recommended additional funding for construction 
for the project using Surface Water Construction Reserve and REET 2 Reserve 
funds, and authorize staff to advertise for contractor bids upon completion of the 
project design. 
 
Motion to Approve the update for the Park Lane Project, including the results of the 
2014 public improvement and outreach process and the resulting Project design 
merging public input and current requirements.  
Moved by Councilmember Dave Asher, seconded by Deputy Mayor Penny Sweet 
Vote: Motion carried 7-0  
Yes: Councilmember Jay Arnold, Councilmember Dave Asher, Councilmember 
Shelley Kloba, Councilmember Doreen Marchione, Councilmember Toby Nixon, 
Deputy Mayor Penny Sweet, and Mayor Amy Walen.  
 
Motion to Approve the current Project design elements including the parking lot 
modification as recommended by the staff.  
Moved by Councilmember Dave Asher, seconded by Councilmember Jay Arnold 
Vote: Motion carried 5-2  
Yes: Councilmember Jay Arnold, Councilmember Shelley Kloba, Councilmember 
Toby Nixon, Deputy Mayor Penny Sweet, and Mayor Amy Walen.  
No: Councilmember Dave Asher, and Councilmember Doreen Marchione.  
 
Motion to Approve a temporary waiver of parking fees prior to 5:00 p.m. associated 
with the two City parking lots adjacent to Park Lane.  
Moved by Councilmember Dave Asher, seconded by Deputy Mayor Penny Sweet 
Vote: Motion carried 5-2  
Yes: Councilmember Dave Asher, Councilmember Doreen Marchione, 
Councilmember Toby Nixon, Deputy Mayor Penny Sweet, and Mayor Amy Walen.  
No: Councilmember Jay Arnold, and Councilmember Shelley Kloba.  
 
Motion to Approve the staff recommendation of the additional funding for the 
project using surface water construction reserve and REET 2 reserve funds.  
Moved by Councilmember Dave Asher, seconded by Councilmember Doreen 
Marchione 
Vote: Motion carried 7-0  
Yes: Councilmember Jay Arnold, Councilmember Dave Asher, Councilmember 
Shelley Kloba, Councilmember Doreen Marchione, Councilmember Toby Nixon, 
Deputy Mayor Penny Sweet, and Mayor Amy Walen.  
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Motion to Authorize staff to advertise for contractor bids upon completion of the 
project design.  
Moved by Councilmember Dave Asher, seconded by Councilmember Shelley Kloba 
Vote: Motion carried 7-0  
Yes: Councilmember Jay Arnold, Councilmember Dave Asher, Councilmember 
Shelley Kloba, Councilmember Doreen Marchione, Councilmember Toby Nixon, 
Deputy Mayor Penny Sweet, and Mayor Amy Walen.  

 
 Council recessed for a short break.
 
11. NEW BUSINESS 
 

a. Ordinance O-4451 and its Summary, Relating to Code Enforcement and Amending 
Certain Section(s) of 1.12 of the Kirkland Municipal Code, File No.CAM14-00868. 

 
Development Review Manager Nancy Cox reviewed the proposed amendments 
clarifying tree fines and penalties. 
 
Motion to Approve Ordinance O-4451 and its Summary, entitled "AN ORDINANCE 
OF THE CITY OF KIRKLAND RELATING TO CODE ENFORCEMENT AND AMENDING 
CERTAIN SECTIONS OF CHAPTER 1.12 OF THE KIRKLAND MUNICIPAL CODE, FILE 
NO. CAM14-00868."  
Moved by Councilmember Jay Arnold, seconded by Councilmember Doreen 
Marchione 
Vote: Motion carried 6-1  
Yes: Councilmember Jay Arnold, Councilmember Shelley Kloba, Councilmember 
Doreen Marchione, Councilmember Toby Nixon, Deputy Mayor Penny Sweet, and 
Mayor Amy Walen.  
No: Councilmember Dave Asher.  

 
b. Review 2015 - 2016 Solid Waste Utility Rates

 
Finance and Administration Director Tracey Dunlap provided an overview of the rate 
process, followed by Solid Waste Programs Lead John MacGillivray and Senior 
Operation and Finance Analyst Julie Elsom who reviewed the proposed 2015/2016 
rates and responded to Council questions and comment. 

 
c. Ordinance O-4452 and its Summary, Relating to the State Environmental Policy Act 

(SEPA) and Amending Chapter 24.02 SEPA Procedures and Policies of the Kirkland 
Municipal Code; File No. CAM14-00868. 

 
Development Review Manager Nancy Cox responded to Council questions in 
connection with the proposed amendments correcting an appeal process issue and 
update to City SEPA rules in keeping with state legislative changes that went into 
effect in 2012 and 2014. 
 

-5-
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Motion to Approve Ordinance O-4452 and its Summary, entitled "AN ORDINANCE 
OF THE CITY OF KIRKLAND RELATING TO THE STATE ENVIRONMENTAL POLICY 
ACT (SEPA) AND AMENDING CHAPTER 24.02 SEPA PROCEDURES AND POLICIES 
OF THE KIRKLAND MUNICIPAL CODE; FILE NO. CAM14-00868."  
Moved by Councilmember Dave Asher, seconded by Councilmember Jay Arnold 
Vote: Motion carried 7-0  
Yes: Councilmember Jay Arnold, Councilmember Dave Asher, Councilmember 
Shelley Kloba, Councilmember Doreen Marchione, Councilmember Toby Nixon, 
Deputy Mayor Penny Sweet, and Mayor Amy Walen.  

 
12. REPORTS 
 

a. City Council Reports 
 

 (1) Finance and Administration Committee
 

 (2) Planning, and Economic Development Committee
 

 (3) Public Safety Committee
 

 (4) Public Works, Parks and Human Services Committee 
 

 (5) Tourism Development Committee
 

Chair Nixon reminded the City Council that Tourism Funding applications for 
2015 are due September 12 and the presentations by the applicants on their 
proposals will be in the Council Chambers at 9:00 a.m. on September 24. 

 
 (6) Regional Issues

 
Councilmembers shared information regarding upcoming meeting of the 
Sound Cities Association; an upcoming meeting of the King County Regional 
Law Safety and Justice Committee meeting where Kirkland has been invited 
to provide a presentation on the Kirkland Justice Center; the grand opening 
for the new Kirkland dialysis center for Northwest Kidney Center; Kirkland 
Alliance of Neighborhoods meeting; Councilmember Kloba's upcoming 
presentation regarding the process establishing Kirkland's Marijuana Interim 
Ordinance to the League of Oregon Cities; Councilmember Asher requested 
and received Council support to instruct staff to work to soften the language 
of the Sound Cities Association Ad Hoc Committee proposal on transit policy; 
a King County Mental Illness and Drug Oversight Committee meeting; 
Kirkland Arts Center meetings; the memorial service for former Mayor Al 
Locke; an Economic Development Council of Seattle and King County 
Strategic Update and Open Forum meeting; an Eastside Rail Corridor tour; a 
meeting of the Eastside Regional Corridor Regional Advisory Committee; and 
a Cascade Water Alliance meeting. 
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b. City Manager Reports
 

 (1) Calendar Update
 

Google is celebrating its 10th anniversary in Kirkland on October 1; the interim 
Marijuana regulation extension and public hearing is scheduled for the 
September 16 council meeting; reminder that the November election may 
result in the Council's rescheduling of the November council meeting; Council 
decided to modify the meeting calendar so that there will be only one meeting 
in December on December 9; and the Council extended their congratulations 
to Deputy City Manager Marilynne Beard for being named as President of the 
Washington City/County Management Association. 

 
13. ITEMS FROM THE AUDIENCE 
 
14. ADJOURNMENT 
 

The Kirkland City Council regular meeting of September 2, 2014 was adjourned at 11:13 
p.m. 

 
 
 

 

 

City Clerk  

 

Mayor  
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CITY OF KIRKLAND 
Department of Finance and Administration  

123 Fifth Avenue, Kirkland, WA  98033  425.587.3100 

www.kirklandwa.gov  

 

 

MEMORANDUM 
 

To: Kurt Triplett, City Manager 
 
From: Kathi Anderson, City Clerk 
 
Date: September 4, 2014 
 
Subject: CLAIM(S) FOR DAMAGES 
 
 
RECOMMENDATION 
It is recommended that the City Council acknowledges receipt of the following Claim(s) for Damages 
and refers each claim to the proper department (risk management section) for disposition.     
 
 

POLICY IMPLICATIONS 
This is consistent with City policy and procedure and is in accordance with the requirements of state 
law (RCW 35.31.040). 
 

 

BACKGROUND DISCUSSION 
The City has received the following Claim(s) for Damages from: 
 
 

(1) Hernan Gomez 
7428 121st Street 
Kirkland, WA 98034 
 

     Amount:  Unspecified Amount  
 

Nature of Claim: Claimant states damage to vehicle resulted from striking a pothole in a 
construction zone on 116th Street.   
 
 

(2) Ross Everett LaBrant 
15003 NE 84th Street, #171 
Redmond, WA 98052 
 

      Amount:  $4233.21  
 

         Nature of Claim: Claimant states, while riding a bicycle, injury resulted from striking a 
pothole on a Kirkland sidewalk near Taco Time south on NE 85th Street.  

      
 
 

 

 

Council Meeting: 09/16/2014 
Agenda: Claims 
Item #:  8. d.
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(3) Linda Ricard 
10619 NE 107th Place 
Kirkland, WA 98033 
 

      Amount:  $373.48  
 

         Nature of Claim: Claimant states damage to vehicle resulted from striking uneven 
pavement in a construction zone at NE 118th Street and 120th Avenue NE.   

      
 

(4) Westwind Condo Association 
10115 NE 62nd Street 
Kirkland, WA  98033 
 

      Amount:  $385.00  
 

         Nature of Claim: Claimant states damage to property resulted from debris in sprinkler 
system due to construction work on Lake Washington Boulevard.  
 
 
 
 
   

Note: Names of claimants are no longer listed on the Agenda since names are listed in the memo. 
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CITY OF KIRKLAND 
Department of Public Works 

123 Fifth Avenue, Kirkland, WA  98033  425.587.3800 
www.kirklandwa.gov 

 

MEMORANDUM 
 
To: Kurt Triplett, City Manager 
 
 
From: Dave Snider, P.E., Capital Projects Manager 
 Marilynne Beard, Interim Public Works Director 
 
 
Date: June 5, 2014 
 
 
Subject: PETER KIRK ELEMENTARY SCHOOL WALK ROUTE SIDEWALK  
 ACCEPT WORK   
 
RECOMMENDATION:   
 
It is recommended that City Council accept 
construction of the Peter Kirk Elementary School 
Walk Route Sidewalk Project, as constructed by 
Road Construction Northwest of Renton, WA, and 
establish the statutory lien period. 
 
BACKGROUND DISCUSSION:   
 
The Peter Kirk Elementary School Walk Route 
Sidewalk Project, located in the Highlands 
Neighborhood, provided approximately 600 feet of 
new sidewalk along the south side of NE 100th 
Street. Also included were updated sidewalk ramps 
at the intersections of 112th Ave NE & NE 100th St 
and at 116th Ave NE & NE 100th St, including new 
crosswalk thermoplastic striping at both locations 
(Attachment A). New mailbox clusters for residents 
on both sides of the street were also provided. 
 
The Project is funded through a combination of a 
federal Safe Routes to Schools grant and City 
reserves, as shown below: 
 

 
Table 1: Project Budget Summary Table 

      City City Match Sources 

  Total Grant Match Surf Wtr Gen Govt. 

A.  Approved Budget CIP at Award $438,000 $408,000 $30,000 $5,000 $25,000 

NE 100th St. Before 

NE 100th St. After 

Council Meeting: 09/16/2014 
Agenda:  Establishing Lien Period 
Item #:  8. f. (1).
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Memorandum to Kurt Triplett 
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Page 2 

 

 

 

Included within the federal grant is $26,000 for Education and Enforcement with $20,000 for 
additional police patrols during the school year and $6,000 for education activities at Peter Kirk 
Elementary.  These components will be administered through a CIP-Outreach Program with the 
fall start of the balance of the 2014 (new) school year.  
 
As originally scoped and budgeted, the Project was to install a new sidewalk on the north side 
of 100th Ave NE.  During the design phase; however, it became apparent that the overall 
Project costs could be reduced and there would be significantly less impact on private property 
by placing the sidewalk on the south side of the street.  Through the design process, staff’s 
outreach included reviewing proposed designs individually with immediately adjacent property 
owners, together with presentations at Highlands Neighborhood Association meetings.  Of 
particular interest during those meetings was the fact that three mature evergreen trees located 
in the public right-of-way, on the south side of the street, are being directly impacted by the 
improvements.   
 
With assistance from the City’s Arborist and the Urban Forester, staff assessed multiple design 
solutions and discussed these options with all adjacent property owners and interested parties.  
After thorough review, staff and the neighborhood residents concluded that the project goals 
were best achieved by placing the sidewalk on the south side of the street, including the 
removal of the three trees.  As a result of the extraordinary public outreach efforts on the 
overall project scope and the tree situation, the amount of time and expense for engineering 
and outreach is significantly higher than what is typical for an ordinary in-fill sidewalk project.  
Additionally, federal grant requirements for increased environmental processes and reporting 
have also resulted in increased engineering, inspection and administrative costs. 
 
At their regular meeting of September 3, 2013, City Council awarded the construction contract 
to Road Construction Northwest in the amount of $183,217.50.   The total amount paid to the 
contractor was $159,329.44, including one change order was executed in the amount of 
$1,005.29 for additional storm water work to add a locking manhole cover and one new 
through-curb inlet modification for improving future maintenance capabilities.  The overall net 
reduction of nearly $23,900 in the total construction cost came as a result of material quantities 
being less than originally estimated.    
 
With all past and future Project costs now accounted for, including all soft costs plus the 
$26,000 remaining to be spent on the enforcement and education component of the grant, the 
overall project cost has gone down nearly $50,000.  As a result, the total amount of the grant 
has been reduced with no net change in the City contribution, as shown in Table 2 below: 
 

Table 2: Project Cost Summary Table 

          City City Match Sources 

  Total Grant Match Surf Wtr Gen Govt. 

A.  Approved Budget CIP at Award $438,000 $408,000 $30,000 $5,000 $25,000 

B.  As Constructed-This Memo $388,125 $358,125 $30,000 $5,000 $25,000 

C.  Reduction $49,875 $49,875 $0 $0 $0 

  
Attachment A – Vicinity Map 
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CITY OF KIRKLAND 
Department of Public Works 

123 Fifth Avenue, Kirkland, WA  98033  425.587.3800 
www.kirklandwa.gov 

 

MEMORANDUM 
 
To: Kurt Triplett, City Manager 
 
From: Dave Snider, P.E., Capital Projects Manager 
 Marilynne Beard, Interim Public Works Director 
 
Date: September 11, 2014 
 
Subject: KIRKLAND ITS IMPLEMENTATION PHASE IB – BUDGET ADJUSTMENT 
 
 
RECOMMENDATION:   
 
That City Council: 

 Receives an update on the Intelligent Transportation Project (ITS) Phase I, including 
accessible pedestrian signal upgrades (APS), 

 Provides approval for additional funding as detailed below and in the attached fiscal 
note, and  

 Authorizes staff to advertise for construction contractor bids 
 
BACKGROUND DISCUSSION:   
 
Phase I of Kirkland’s ITS Program was planned to be 
constructed with two separate contracts. Phase IA 
(completed and accepted by City Council on April 1, 
2014) converted the former Everest Meeting Room in 
City Hall into a new Traffic Management Center (TMC) 
and represents the “facility” improvement 
element for the Phase I Project. The Phase 
IB element (this memo) provides for the 
installation of signal equipment at 17 
locations around the City. The field related 
improvements of Phase IB are to be made 
along two arterial corridors: the Lake 
Washington Blvd/Market St/ 98th/100th Ave 
NE Corridor, from State Route 520/Northup 
Way to NE 132nd Street; and the Central 
Way/NE 85th Street Corridor, from Market 
Street to 132nd Ave NE (Attachment A).   
 
The Phase IB upgrades to traffic signals and 
their controllers, adds data collection and 
monitoring equipment, and provides for the direct connection of traffic signals to the new TMC.  
Implementation of ITS Phase I is intended to reduce traffic congestion and delays, providing a 

Kirkland’s TMC  

Video camera 

(Phase IB) 

Council Meeting: 09/16/2014 
Agenda: Other Business 
Item #:  8. h. (1).
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Memorandum to Kurt Triplett 
September 11, 2014 

Page 2 
 

 

better quality of service and improved air quality through use of a coordinated transportation 
signal network.  The Phase IB Project also provides for the installation of accessible pedestrian 
signals (APS) for improved pedestrian mobility.     
 
Project Update 
 
At their June 4, 2013 Study Session, staff presented a full report to City Council on the various 
ITS project phases and programs. The study session also included a demonstration of the 
common components of Kirkland’s ITS system, the benefits of ITS, and some operational 
aspects of ITS.   In October, 2013, the Washington State Department of Transportation Local 
Programs (WSDOT LP) added a new chapter to the Local Agency Guideline (LAG) manual, a 
document used for all federally funded projects administered through WSDOT LP, to include 
Americans with Disabilities (ADA) and Section 504 (non-discrimination) compliance 
requirements.  As a result, a design contract amendment was issued to incorporate ADA and 
Section 504 requirements into the contract documents and adjusted the engineer’s estimate for 
completing the physical and equipment modifications required by the change.  A funding 
discussion and recommended budget increase appears in this memo below.  
 
A significant added design element associated with the ADA update is the inclusion of 
Accessible Pedestrian Signals, or APS, at signalized intersection crosswalks.  The APS element is 
an integrated device that communicates information about the WALK and DON’T WALK intervals 
in non-visual formats (i.e., audible tones or recorded voice and vibrotactile surfaces) for 
pedestrians who are blind or have low vision.  
 
Consistent with all federally funded projects, the project also requires an authorization from 
WSDOT LP prior to advertising for construction contracts.  Staff has completed all required 
federal documentation and anticipates receiving WSDOT authorization to advertise for 
contractor bids in early October, 2014.  The completed documentation includes: a certification 
of right-of-way, the environmental classification summary, a signed engineer’s estimate and bid 
ready plans and specifications.  The previously WSDOT LP approved procurement for signal and 
data collection equipment is also nearing completion with equipment being assembled and 
stored at City facilities.  
 
Current Funding and Estimated Costs 
 
The ITS Phase I Project has a current budget of $2,081,000 comprised of a $1,800,000 of a 
federal Congestion and Mitigation of Air Quality (CMAQ) grant and $281,000 City funding.  The 
Phase IA Project (the TMC) was completed at a total cost of $322,600, including all construction 
and equipment costs, with $274,000 coming from CMAQ and $48,600 in City funds being 
expended.  Currently, there is a balance of $1,758,400 in the original budget, including 
$1,526,000 CMAQ and $232,400 City funds (see table below and Attachment B): 
 

 Grant City TOTAL 

TOTAL funding $1,800,000 $281,000 $2,081,000 

Expenses to date (Phase IA) $   274,000 $  48,600 $   322,600 

Balance $1,526,000 $232,400 $1,758,400 
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Memorandum to Kurt Triplett 
September 11, 2014 

Page 3 
 

 

The current total for Phase 1B is estimated at $1,848,165 which includes the already-purchased 
equipment costs of $660,190, the current engineer’s estimate of $525,875 to construct and 
install the Phase IB project components, project engineering costs of $660,000 and a 10% 
contingency on the remaining construction costs of $52,100. The new total of all estimated 
costs for all Phase I (A and B) elements, including project management, administration and 
inspection, and a 10% contingency is $2,171,000, which exceeds the current project funding by 
$90,000 ($2,171,000 - $2,081,000).  The anticipated shortfall is directly attributable to the 
added costs associated with the design and construction of the new WSDOT requirements for 
the added APS systems.  As a result, staff recommends a budget adjustment of $90,000 from 
REET 2 reserves (Attachment C).  A clarification with WSDOT  LP resulted in confirmation that 
the estimated increase is not eligible for a grant funding increase. 
 

 Grant City TOTAL 

TOTAL funding $1,800,000 $281,000 $2,081,000 

Expenses to date (Phase IA) $   274,000 $  48,600 $   322,600 

Balance Available $1,526,000 $232,400 $1,758,400 

Estimated Costs to Complete   $1,848,165 

Balance Needed $1,526,000 $322,165 $89,565 

 
Authorization  
 
Beginning in 2007, City Council eliminated the procurement step of staff seeking authorization 
to bid projects and allowed staff to proceed directly to advertisement for approved CIP projects.  
The visibility and significance of this project, together with an identified budget adjustment 
need, however, does warrant this memo and update to the Council. 
 
With approval for additional funding of $90,000, together with authorization from WSDOT and 
City Council, staff will advertise for contractor bids in October 2014.  After the project bid 
opening, staff will return to City Council with a new budget update and recommendation for a 
construction contract award, followed by a fall/winter construction start date. 
 
Attachment A - Kirkland ITS Implementation Phase IB Vicinity Map 
Attachment B - Kirkland ITS Implementation Phase IB Project Budget Report 
Attachment C - Fiscal Note 
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 $-  $500,000  $1,000,000  $1,500,000  $2,000,000  $2,500,000

FUNDING SOURCES

ACCEPT WORK

PROPOSED BUDGET

APPROVED BUDGET

ESTIMATED COST

PH
AS

E

Project Budget Report

ENGINEERING
CONSTRUCTION
PROCUREMENT
CONTINGENCY

Kirkland ITS Implementation, 
Phase IB ‐ Installation of Signal Equipment (CTR‐0111‐000)

(2013-2018 CIP)

(this memo)

Attachment B

APPROVED 
BUDGET 

$2,081,000

(CMAQ) (City)

REQUESTED 
BUDGET

$2,171,000

Requested
$2,171,000

-$2,081,000
$90,000

Phase IA  $68,791
Phase IB  $610,209

$679,000

Phase IA  $104,025
Phase IB  $525,875

$629,900

LEGEND

Phase IA  $149,810
Phase IB  $660,190

$810,000

Phase IA

Phase IB
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ATTACHMENT C

FISCAL NOTE CITY OF KIRKLAND

Date

Other Source

Revenue/Exp 

Savings

Marilynne Beard, Interim Public Works Director

REET 2 Reserve

One-time use of $90,000 from REET 2 Reserve.  This reserve is fully able to fund this request.

Revised 2014Amount This

2013-14 Additions End Balance
Description

Additional funding for Kirkland ITS Phase IB Project (CTR 0111 000) for authorization to bid as described in the attached memo.  

Request of $90,000 from the REET 2 reserve.

End Balance

Source of Request

Description of Request

Reserve

Legality/City Policy Basis

Recommended Funding Source(s)

Fiscal Impact

Prior Authorized Uses of Reserve:   NE 112th Street Sidewalk ($214,000), Central Way Sidewalk ($50,000); 6th 

Street Sidewalk ($3,045); 98th Avenue Bridge ($15,000); Lakeview School Walkroute project ($3,670); 100th Ave NE 

Bicycle Lanes project ($61,600); Peter Kirk Elementary Sidewalk ($19,000), Transit Center Restroom ($5,300) and 

Park Lane Pedestrian Improvements ($50,317).  Prior Authorized Additions to Reserve:  NE 120th Street Extension 

($77,303) and NE 112th St. Sidewalk ($49,000).

2014

Request Target2013-14 Uses

2014 Est Prior Auth.Prior Auth.

Prepared By August 13, 2014

Other Information

Neil Kruse, Senior Financial Analyst

1,071,000126,303 90,000 1,933,4832,319,112 421,932
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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: Barry Scott, Purchasing Agent 
 
Date: September 4, 2014 
 
Subject: REPORT ON PROCUREMENT ACTIVITIES FOR COUNCIL MEETING OF 

SEPTEMBER 16, 2014 
 
This report is provided to apprise the Council of recent and upcoming procurement 
activities where the cost is estimated or known to be in excess of $50,000.  The 
“Process” column on the table indicates the process being used to determine the award 
of the contract.   
 
The City’s major procurement activities initiated since the last report, dated August 21, 
2014, are as follows: 
 

Project Process Estimate/Price Status 
1.  Job Order Contracts 

(JOC) (2) for General 
Construction Services 
 

Request for 
Proposals 

$6,000,000* RFP issued on 9/3 with 
proposals due on 10/2. 
 

*Estimated amount represents the potential total value of two Job Order Contracts with 
each contract valued at $1,000,000 per year for two years and the possibility of  
extending each contract for a third year. 

 
Update on 2013 Aging Infrastructure Replacement Project – This project was reported 
to the Council on the procurement activities report provided for the August 6th Council 
meeting.  Three bids were received and opened on August 19th: 
 

Engineer’s Estimate $140,962.58 
Kamins Construction $170,411.46 
Welwest Construction $200,349.96 
Iron Creek Construction $240,465.29 

   
After reviewing the bids and considering the timetable for this project, the Public Works 
Department staff is recommending that the City reject all bids and rebid the project in 
March of 2015 for construction in May, 2015; the project is a probable JOC candidate 
project, as per the JOC program outlined above . 
 

Council Meeting:  09/16/2014 
Agenda: Other Business 
Item #:  8. h. (2).
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In addition to the fact that all three bids exceeded the Engineer’s Estimate, Public Works 
staff is recommending City Council not award a contract at this time for the following 
reasons: 
 

 The Geotechnical Engineering report recommends that construction be 
completed during the summer grading season (May 1-September 30). 
 

 A permanent easement is still not secured.   The delay in obtaining an easement 
has left inadequate time to construct the project prior to October 1, 2014. 

 
Temporary storm pipe performed adequately last winter after being upgraded to a 6” 
pipe.  The temporary pipe will be closely monitored during and after any storm events 
by Public Works staff. 
 
Please contact me if you have any questions regarding this report. 
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CITY OF KIRKLAND 
Planning and Community Development Department 
123 Fifth Avenue, Kirkland, WA 98033  
425.587-3225 - www.kirklandwa.gov  

 
MEMORANDUM 

 
To: Kurt Triplett, City Manager 
 
From: Eric Shields, Planning Director 
  
Date: September 4, 2014 
 
Subject: Marijuana Interim Zoning Regulations 
 
RECOMMENDATION 
 
 After conducting a public hearing, adopts the attached ordinance extending the interim 

regulations governing the location of retail marijuana businesses.  
 
 Provide direction on drafting Zoning Code amendments to replace the interim regulations. 

Several options are provided below. 
 
BACKGROUND DISCUSSION 
 
Interim Regulations 
Under state law, interim regulations have a maximum duration of six months but may be 
renewed while the City prepares code amendments to replace the interim regulations. As noted 
below, the current interim regulations will expire on September 29, 2014, six months after the 
effective date of Ordinance O-4439. The proposed ordinance would renew the regulations for 
another six months until near the end of March, 2015. Prior to extending the interim 
regulations, a new public hearing is required. 
 
History 
On February 4, 2014, the City Council adopted Ordinance O-4434 establishing interim 
regulations prohibiting the sale of marijuana in the Market Street Corridor (MSC) 1 zone due to 
several concerns: 1) proximity to school walk routes, 2) unknown traffic impacts of marijuana 
retail businesses, and 3) the existing lack of retail use in the MSC 1 zone.  
 
On March 18, 2014, the City Council adopted Ordinance O-4439 which replaced O-4434 and 
established the following new interim regulations for the retail sale of marijuana: 
 Allowed marijuana sales in zones that allow retail establishments except: 

o Market Street Corridor (MSC) 1 and 2 zones due to adjacency to School Walk Routes; 
o Other properties abutting School Walk Routes; 

 Allowed marijuana sales in three light industrial zones: Totem Lake (TL) 7, TL 9, and Light 
Industrial Technology (LIT); 

 Required the containment of marijuana odors; 
 Established enforcement authority for the interim regulations. 
 
The ordinance was published on March 24, 2014 and became effective five days thereafter. 

Council Meeting:  09/16/2014 
Agenda: Public Hearings 
Item #:  9. a.

E-page 37



 

 

 
On June 17, 2014, the City Council adopted O-4446 (corrected on July 2, 2014 by 0-4447) 
which revised the provisions of O-4439 by limiting marijuana sales in LIT zones to only where at 
least 50 percent of the boundary of the zone is adjoining commercial zones. This effectively 
limited marijuana sales in LIT zones to only the LIT zone located south of NE 90th St. along 
122nd Ave. NE. Ordinance O-4447 expires six months from the effective date of O-4439, which 
is September 29, 2014.  
 
On August 13, 2014, Planning and Community Development staff attended a meeting of the 
Kirkland Alliance of Neighborhoods (KAN) to discuss regulations governing the sale of 
marijuana.  At the meeting, KAN representatives voted to recommend that the interim 
regulations be extended, but they did not discuss options for new Zoning Code regulations. 
 
State Regulations  
Initiative 502, which legalized the sale of marijuana in Washington State, prohibits marijuana 
sales, processing or production within 1,000 feet of public parks, elementary and secondary 
schools, state licensed child care centers, playgrounds, recreation centers, game arcades where 
admission is not restricted to persons 21 or over and public transit centers. The determination 
of whether proposed marijuana businesses comply with these restrictions is made by the 
Washington State Liquor Control Board (WSLCB).  The WSLCB has indicated that any parcel 
that has any portion of its area located within a 1,000 foot arc from one of the protected sites 
will be considered to be ineligible for a license.   
 
Based on City population from the last census, Kirkland has been allotted a maximum of two 
retail licenses.  The WSLCB indicated that it will issue licenses only on the basis of state 
regulations.  Cities will have to enforce their own regulations. 
 
State Legislative Changes 
The Council has asked the Legislative Committee and the staff to seek city authority to modify 
state marijuana restrictions as part of the 2015 state legislative agenda.  Staff will be presenting 
a preliminary legislative agenda to the Council at the October 6 Council meeting that includes 
city siting flexibility as a top priority item.  
 
Kirkland Marijuana Businesses 
To date, only one marijuana business, a processor, has been approved by the WLCB to operate 
in Kirkland: Dynamic Harvest to be located at 13513 NE 126th Place #B (in the eastern part of 
the Totem Lake business district).  The business has not yet started operation or applied for a 
Kirkland business license.  
  
SEPA Compliance 
The adoption of interim regulations is subject to compliance with the State Environmental Policy 
Act (SEPA).  A SEPA Addendum to the March 13, 2014 Determination of Nonsignificance was 
issued on September 4, 2014. 
 
Preparing Code Amendments 
As the interim regulations are renewed, staff asks that the City Council provide guidance on the 
preparation of Zoning Code regulations for marijuana sales, processing and production that will 
replace the interim regulations. Keep in mind that any option that involves a change to the 
zoning regulations will require the Planning Commission to conduct a public hearing and make a 
recommendation to the City Council. The Commission and staff are currently very busy in 
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preparing the Comprehensive Plan update. Several options are listed below: 
 

A. Processing and production – To date these activities have not been a major community 
concern.  Although the Zoning Code does not specifically address marijuana processing 
and production, these activities are allowed in all zones where general processing and 
production are allowed, specifically LIT, TL 7, TL 9, TL 10B, TL 10D and TL 10E. The 
location of light industrial uses will be the subject of further discussion in the 
Comprehensive Plan Update, particularly in the Totem Lake area. Unless the Council 
would like a more detailed examination of where marijuana processing and production 
should be allowed, there is no need for further Zoning Code amendments for these 
uses.  Staff requests that the City Council indicate whether further review of marijuana 
processing and production uses is desired. 
 

B. Retail Sales.  The following options may be considered for adopting final regulations for 
marijuana retail uses after extending the interim regulations: 
 
1. Prepare code amendments that reflect the current interim regulations. This 

would be a relatively simple task. Prior to the public hearing, public input could be 
solicited using an existing neighborhood and business groups such as the Kirkland 
Alliance of Neighborhoods and the Kirkland Chamber of Commerce.  These code 
amendments could be updated later if state legislative flexibility is achieved.  
 

2. Undertake a more in-depth study of appropriate locations prior to 
expiration of the interim regulations. This option would entail significantly more 
work than the first option and could involve using existing organizations or the 
formation of an advisory committee addressing this particular topic. Working on this 
option prior to completion of the Comprehensive Plan Update would require 
diversion of staff and Planning Commission resources from the Update and would 
likely extend the completion date of the Update. 
 

3. Plan to extend the interim regulations one additional time prior to drafting 
new code amendments. This option would allow staff and the Planning 
Commission to focus on completing the Comprehensive Plan Update during the next 
six months.  It would also allow time for the City to discuss potential changes to I-
502 with the state legislature.  Then, if legislative changes are made, City code 
amendments could reflect those changes. 

 
Staff recommends Option 1 or Option 3.   
 
Attachments: 
 

1. Map of allowable retail marijuana locations under existing interim regulations and I-502. 

E-page 39



12
4t

h 
A

ve
 N

E

W
averly W

ay

NE  38th P l

10
4t

h 
A

ve
 N

E

NE  52nd St

10th Ave

18th Ave

12th Ave

14th Ave

12
8t

h 
A

ve
 N

E

76
th

 P
l N

E

84
th

 A
ve

 N
E

Ju
an

ita
 D

r N
E

80
th

 A
ve

 N
E

76
th

 A
ve

 N
E

NE  120th S t

NE 124th S t

NE 126th S t

89
th

 P
l N

E

73rd P l NE

84
th

 A
ve

 N
E

86
th

 A
ve

 N
E

es Poi nt  Dr NE

NE  117th St

84
th

 A
ve

 N
E

75
th

 A
ve

 N
E

NE  140th S t

NE 143rd St

12
6t

h 
A

ve
 N

E

NE  124th S t

7th Ave W

16th Ave

16th Ave W

18th Ave W

20th Ave W

2nd Ave S

7th Ave S

8t
h 

St
 S

6t
h 

St
 S

La
ke

vie
w

 D
r

10
8t

h 
A

ve
 N

E

15th Ave

NE 100th S t

11
6t

h 
Av

e 
N

E

12
0t

h 
A

ve
 N

E

5t
h 

St 11
2t

h 
Av

e 
N

E

3r
d 

S
t

NE  68th S t

Sl
at

er
 A

ve
 N

E

6th
 St  W

11
0t

h 
Av

e 
N

E

Kirkland Way

9th Ave S

11
6t

h 
Av

e 
N

E

Kirkland Ave

NE 97th S t

10
8t

h 
A

ve
 N

E

Central Way 6t
h 

St

NE  87th S t

NE 120th P l

7th Ave

NE 132nd St

La
ke

 S
t  S

Railro
ad Ave

12
2n

d 
Av

e 
N

E

99th Pl N
E

NE
 13

1s
t  W

ay

5t
h 

Pl

97
th

 A
ve

 N
E

NE  85th S t

NE 90th S t

NE 122nd Pl

12th Ave

NE 123rd St

12
4t

h 
A

ve
 N

E

98
th

 A
ve

 N
E

NE  120th S t

10
0t

h 
A

ve
 N

E

8t
h 

St

4th
 St  W

2n
d S

t W

8th
 St  W

3rd Ave

6th Ave

8th Ave

9th Ave

10th Ave W

NE 60th S t

Lake W
ashington B

lvd NE

Lake W
ashington B

lvd NE

NE  58th S t

NE 53rd St

St
at

e 
St

 S

10
8t

h 
A

ve
 N

E

11
4t

h 
Av

e 
N

E

I-4
05

 F
rw

y

NE  75th S t

NE 70th S t

NE 64th S t

13
2n

d 
Av

e 
N

E

12
8t

h 
A

ve
 N

E

12
2n

d 
Av

e 
N

E

Bridlewood Cir

NE  67th S t

135th A
ve NE

NE  60th S t
NE 60th S t

13
2n

d 
Av

e 
N

E

13
0t

h 
A

ve
 N

E

NE  95th S t

12
4t

h 
A

ve
 N

E
12

4t
h 

A
ve

 N
E

94
th

 A
ve

 N
E

10
3r

d 
Pl

 N
E

93
rd

 A
ve

 N
E

11
3t

h 
Av

e 
N

E

NE  128th S t

10
8t

h 
A

ve
 N

E

NE  125th P l

Totem
 Lake B

lvd NE

NE  126th P l

12
8t

h 
Ln

 N
E

12
6t

h 
A

ve
 N

E

12
8t

h 
Pl

 N
E

NE  111th P l

NE  113th St

127th A
ve NE

NE  107th P l

NE  104th S t

I-405 Frw
y

Sla
ter

 Av
e N

E

120th Ave NE

NE 109th Ln

NE 100th S t

NE 104th S t

Forbes Creek Dr

NE 110th St

NE 112th St
NE 112th St

NE 113th Pl

NE  116th St

NE 118th St

NE 116th St

11
1t

h 
Av

e 
NE

11
6t

h 
Av

e 
N

E

I-405 Frw
y

NE  132nd St

NE 124th S t

NE 124th S t

12
7t

h 
Dr

 N
E

NE  116th St

12
0t

h 
A

ve
 N

E

120th A
ve NE

11
0t

h 
Av

e 
N

E

NE  132nd St

NE 124th S t

W
il l

ow
s 

R
d 

N
E

NE  128th S t

13
6t

h 
A

ve
 N

E

NE  Juanita Dr

NE
 11

0t
h 

Pl

NE  140th S t

NE 142nd St

NE 138th S t

NE 137th S t

Juanita D
r N

E

Juanita Dr NE

129th S t

82
nd

 A
ve

 N
E

NE  141st  St

10
0t

h 
A

ve
 N

E

Simonds Rd NE

NE 139th S t

NE 137th S t

NE 132nd St

Ju
an

ita
-W

oo
din

vi l
le 

W
ay

 N
E

10
4t

h 
A

ve
 N

E

NE  141st  Pl

NE  140th S t

NE 143rd Pl

NE  137th P l

10
4th

 P
l N

E

NE  141st  St

98
th

 A
ve

 N
E

90th Ave NE

90
th

 A
ve

 N
E

10
8t

h 
A

ve
 N

E
10

8t
h 

A
ve

 N
E

NE  136th S t

94
th

 A
ve

 N
E

NE  134th Ln

NE 140th S t

NE 137th P l

11
9t

h 
Av

e 
N

E

11
7t

h 
Av

e 
N

E

11
9t

h 
P

l N
E

12
4t

h 
A

ve
 N

E

NE  144th S t

NE 134th P l

11
5t

h 
Av

e 
N

E

12
9t

h 
A

ve
 N

E

NE  142nd Pl

NE 149th S t

12
1s

t A
ve

 N
E

NE  140th S t

11
3t

h 
Av

e 
N

E

NE  145th P l

11
7t

h 
Av

e 
N

E

12
3r

d 
Av

e 
N

E

11
6t

h 
P

l N
E

NE  155th S t

NE  137th S t12
9t

h 
Pl

 N
E

13
2n

d 
Av

e 
N

E

12
4t

h 
A

ve
 N

E

13
2n

d 
Av

e 
N

E

13
2n

d 
Av

e 
N

E

NE  135th S t

13
2n

d 
Av

e 
N

E

NE  102nd Pl

10
8t

h 
A

ve
 N

E

11
2t

h 
Av

e 
N

E

Cr
os

s 
K

irk
la

nd
 C

or
rid

or

Cr
os

s 
K

irk
la

nd
 C

or
rid

or

Cross K irkland Corridor

Cr
os

s 
K

irk
la

nd
 C

or
rid

or

Cross K
irkland C

orridor

Cross K irkland Corridor

To tem
Lake

Forbes
Lake

NE 80th S t

88th Ave NE

NE  70th P l

NE  134th S t

M
ar

ke
t S

t

10
0t

h 
A

ve
 N

E

87
th

 A
ve

 N
E

Eligible Locations for
Retail Sale of Marijuana  

Based on Interim Regulations of
Kirkland Ordinance 0-4439, O-4447,

and Restrictions of Initiative 502

Lake Washington

Path: M:\ IT\Work\Projects\Initiative5 02\Map \MXD\Eligible RetailLocations_0-4447_ Reference.m xd
Last date d ocument was saved: 05 Se p 2014

Produced by the City of Kirk land.
© 2 014, the City of K irklan d, all rights reserved.

No warranties of any sort, including but not limited
to accuracy, fitness or merchantability, accompany this product.

Ordinance 0-4439 and O-4447 permits marijuana retail sales in:
1) zones where retail uses are permitted, except MSC 1 and 
    MSC 2 zones
2) light industrial zones - LIT, TL 7 and TL 9; provided that retail 
    marijuana sales may not occur on properties that abut designated
    school walk routes and at least 50 percent of the boundaries of
    the LIT zone must be contiguous to commercial zones. 

Initiative I-502 prohibits marijuana sales (as well as processing 
and production) within 1000 feet of school grounds, playground, 
recreation center or facility, state licensed child care center, public 
park, or library, or any game arcade admission to which is not
restricted to persons aged twenty-one years or older.

Legend
City Limit Boundary

School Walk Routes

Interstates/Highways

Cross Kirkland Corridor

Eligible Retail Areas
Commercial

Industrial

Eligible Zones Restricted by I-502
and/or Interim Zoning Regulations

Commercial

MSC1 & MSC4

Industrial
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ORDINANCE O-4453 
 
 
 
AN ORDINANCE OF THE CITY OF KIRKLAND RELATING TO LAND USE 
AND ZONING, AMENDING ORDINANCE O-4447 TO EXTEND THE 
INTERIM ZONING REGULATIONS REGARDING THE RETAIL SALE OF 
RECREATIONAL MARIJUANA, ENACTED BY ORDINANCE O-4447, 
PROVIDING FOR SEVERABILITY, AND APPROVING A PUBLICATION 
SUMMARY. 
 
 WHEREAS, Initiative 502 (I-502) approved by Washington voters 
in November 2012, provides a framework for licensing and regulating 
the production, processing, and retail sale of recreational marijuana; 
and 
 
 WHEREAS, the Washington State Liquor Control Board has 
adopted rules pertaining to the licensing of marijuana producers, 
processors, and retailers, has accepted applications, and has issued 
licenses for some of these marijuana businesses; and  
 
 WHEREAS, the State Liquor Control Board has determined that 
two state licenses for the retail sale of recreational marijuana may be 
issued for the City of Kirkland; and 
 

WHEREAS, on January 16, 2014, the Washington State Attorney 
General issued a formal opinion which concluded that I-502 does not 
prevent local governments from regulating or banning marijuana 
businesses; and  

 
 WHEREAS, the City Council has continued to review how to 
reconcile the needs of the residents and businesses of Kirkland with 
respect to the retail sale of recreational marijuana, with I-502, and the 
rules promulgated by the Washington State Liquor Control Board; and 
 
 WHEREAS, the City Council believes that health, safety, and 
welfare of the community is best served by imposing interim zoning 
regulations, with reasonable limitations, to avoid locating recreational 
marijuana retail outlets next to incompatible uses, while permanent 
Zoning Code amendments are considered; and 

 
 WHEREAS, following public hearing, the City Council adopted 
Ordinance O-4439 on March 18, 2014, enacting interim zoning 
regulations regarding the retail sale of recreation marijuana, which 
ordinance was subsequently amended by Ordinances O-4446 and  
O-4447; and  
 
 WHEREAS, the interim zoning regulations will expire on 
September 29, 2014, unless the interim regulations are extended; and 
 
 WHEREAS, on September 5, 2014, a State Environmental Policy 
Act addendum was issued for the interim zoning regulations extended 
by this Ordinance; and  

Council Meeting:  09/16/2014 
Agenda: Public Hearings 
Item #:  9. a.
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 WHEREAS, the City Council conducted a hearing on September 
16, 2014, providing an opportunity for the public to comment on the 
interim zoning regulations relating to the retail sale of recreational 
marijuana prior to the adoption of an extension; and 
 
 WHEREAS, the City staff and Planning Commission continue to 
follow the activities of the State Liquor Control Board and challenges 
brought concerning the legality of marijuana regulations enacted by 
other Washington cities; and  
 

WHEREAS, the City anticipates that additional review related to 
the licensing, siting, and taxation of recreational marijuana may be 
forthcoming during the next session of the Washington State 
Legislature; and 

 
WHEREAS, the actions of the State Liquor Control Board, State 

Legislature, and courts will inform the recommendations of the City staff 
and Planning Commission prior to the City Council consideration of any 
permanent zoning regulations being adopted; and   
 

WHEREAS, the City has the authority to enact interim zoning 
regulations under RCW 35A.63.220 and RCW 36.70A.390. 
 
 NOW, THEREFORE, the City Council of the City of Kirkland do 
ordain as follows: 
 
 Section 1.  Findings.  The recitals set forth above are 
incorporated as findings of fact in support of the interim regulations 
extended by this Ordinance.  The City Council further finds as follows: 
 
a. The City Council wishes to exercise its police power authority 
granted under article XI, section 11 of the Washington Constitution to 
promote public safety, health, and welfare, but expressly disclaims any 
intent to exercise authority over marijuana uses in way that would 
conflict with the federal Controlled Substances Act; and 
 
b. It is the intent of these interim zoning regulations to ensure that 
marijuana retail outlets are not located where the use could cause 
inappropriate off-site impacts; and 
 
c. The Kirkland School Walk Routes have been identified based on 
considerations of existing traffic patterns and providing the greatest 
separation between walking children and traffic; and 
 
d. The Market Street Corridor (MSC) MSC 1 and MSC 2 zones each 
abut or contain segments of Kirkland School Walk Routes developed 
with crosswalks and flashing beacons to encourage use by walking 
children; and 
 
e. The potential for vehicular and pedestrian traffic impacts on 
Kirkland School Walk Routes as a result of proximity to marijuana retail 
outlets in Washington State is, as yet, unknown; and 
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f. Allowing recreational marijuana uses in Light Industrial 
Technology (LIT) zones primarily adjoining commercial zones lessens 
the potential for traffic conflicts with residential neighborhoods; and  
 
g. The public safety risks associated with retail marijuana outlets in 
Washington State are, as yet, unknown; and 
 
h. These interim zoning regulations are designed to avoid potential 
adverse consequences and provide the opportunity to gather data and 
study, draft, and adopt permanent regulations; and 
 
i. The City Council desires to create regulations that address the 
particular needs of the residents and businesses of Kirkland and 
coordinate with I-502 and the rules promulgated by the Washington 
State Liquor Control Board regarding recreational marijuana; and 
 
j. Under these interim regulations there remain other potential 
sites within the City where the zoning would permit retail marijuana 
outlets and the properties appear to be located more than 1,000 feet 
from elementary or secondary schools, playgrounds, recreation centers 
or facilities, child care centers, public parks, public transit centers, 
libraries, or any game arcades (where admission is not restricted to 
persons age 21 or older), the minimum criteria of the State Liquor 
Control Board; and  
 
k. The City Council has also determined that City staff shall draft 
permanent Zoning Code amendments for referral to the Planning 
Commission for review, public hearing, and recommendation by the 
Planning Commission.   
 

Section 2.  Amendment.  The duration of the interim zoning 
regulations set forth in Section 3 of Ordinance O-4447, and this 
Ordinance, is extended for an additional six-month period as stated in 
Section 5 below. 

 
Section 3.  Interim Zoning Regulations. 
 

a. Except as prohibited in subsections (b) and (c) below, marijuana 
retail outlets licensed by the Washington State Liquor Control Board and 
fully conforming to state law may locate in the following use zones: 

1. Use zones where Retail Establishments are allowed;    
2. Light Industrial Technology (LIT) zones determined by the 

City as having at least 50 percent of the boundaries of such 
zone adjoining commercial zones; and 

3. Totem Lake (TL) TL 7 and TL 9 zones.  

b. No marijuana retail outlet may locate in the Market Street 
Corridor (MSC) MSC 1 and MSC 2 zones. 
 
c. Marijuana retail outlets shall not locate on any subject property 
abutting a street segment or public right-of-way segment that includes 
a Kirkland School Walk Route as shown on Exhibit 1.   
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d. These interim zoning regulations shall be enforced using the 
procedures and penalties for violations of the Zoning Code established 
under Kirkland Municipal Code Chapter 1.12, “Code Enforcement.” 
 

Section 4.  Definitions.  As used in this ordinance, the following 
terms have the meanings set forth below: 
 
a. “Marijuana” means all parts of the plant Cannabis, whether 
growing or not, with a THC concentration greater than 0.3 percent on a 
dry weight basis; the seeds thereof; the resin extracted from any part 
of the plant; and every compound, manufacture, salt, derivative, 
mixture, or preparation of the plant, it seeds or resin.  The term does 
not include the mature stalks of the plant, fiber produced from the 
stalks, oil or cake made from the seeds of the plant, fiber produced from 
the stalks, oil or cake made from the seeds of the plant, any other 
compound, manufacture, salt, derivative, mixture, or preparation of the 
mature stalks (except the resin extracted therefrom), fiber, oil, or cake, 
or the sterilized seed of the plan which is incapable of germination.   
 
b. “Marijuana-infused products” means products that contain 
marijuana or marijuana extracts and are intended for human use.  The 
term “marijuana-infused products” does not include useable marijuana. 
 
c. “Marijuana retailer” means a person licensed by the State Liquor 
Control Board to sell useable marijuana and marijuana-infused products 
in a retail outlet.  
 
d. “Retail outlet” means a location licensed by the State Liquor 
Control Board for the retail sale of useable marijuana and marijuana-
infused products. 
 
e. “Kirkland school walk routes” means the school walk routes 
adopted by the City Council based upon the walk routes identified by 
the Lake Washington School District within a one-mile radius of all public 
elementary schools in the City.   
 
f. “Useable marijuana” means dried marijuana flowers.  The term 
“useable marijuana” does not include marijuana-infused products.   

 
Section 5.  Duration.  The duration of the interim zoning 

regulations adopted by Ordinance O-4447 shall be extended for a period 
of six months from the effective date of this Ordinance and shall 
automatically expire on that date unless extended as provided in RCW 
35A.63.220 and RCW 36.70A.390, or unless terminated sooner by the 
Kirkland City Council. 

 
 Section 6.  Work Plan.  The City staff is directed to draft 
permanent Zoning Code amendments.  The proposed amendments shall 
be referred to the Kirkland Planning Commission for review, public 
hearing, and recommendation for inclusion in the Kirkland Zoning Code. 
 
 Section 7.  Severability.  Should any provision of this Ordinance 
or its application to any person or circumstance be held invalid, the 
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remainder of the ordinance or the application of the provision to other 
persons or circumstances shall not be affected. 
 
 Section 8.  Effective Date.  This Ordinance shall be in force and 
effect five days after its passage by the Kirkland City Council and 
publication pursuant to Section 1.08.017, Kirkland Municipal Code in the 
summary form attached to this Ordinance and by this reference 
approved by the City Council. 

 
Passed by majority vote of the Kirkland City Council in open 

meeting this ___ day of September, 2014. 
 
 Signed in authentication thereof this ___ day of September, 
2014. 
 

 
    ____________________________ 
    MAYOR 
 
 
Attest: 
 
 
____________________________ 
City Clerk 
 
Approved as to Form: 
 
 
____________________________ 
City Attorney 
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PUBLICATION SUMMARY 
OF ORDINANCE O-4453 

 
 
AN ORDINANCE OF THE CITY OF KIRKLAND RELATING TO LAND USE 
AND ZONING, AMENDING ORDINANCE O-4447 TO EXTEND THE 
INTERIM ZONING REGULATIONS REGARDING THE RETAIL SALE OF 
RECREATIONAL MARIJUANA, ENACTED BY ORDINANCE O-4447, 
PROVIDING FOR SEVERABILITY, AND APPROVING A PUBLICATION 
SUMMARY. 
 
 SECTION 1. Adopts findings for the interim regulations. 
 
 SECTION 2. Amends Ordinance 4447 to extend duration of 
interim regulations by six months.   
 
 SECTION 3. Sets forth interim zoning regulations. 
 

SECTION 4. Defines terms used in the ordinance. 
 
SECTION 5. Sets forth the duration of the ordinance. 
 
SECTION 6. Sets forth the work plan. 

 
 SECTION 7. Provides a severability clause for the ordinance.   
 
 SECTION 8. Authorizes publication of the ordinance by 
summary, which summary is approved by the City Council pursuant to 
Section 1.08.017 Kirkland Municipal Code and establishes the effective 
date as five days after publication of summary. 
 
 The full text of this Ordinance will be mailed without charge to 
any person upon request made to the City Clerk for the City of Kirkland.  
The ordinance was passed by the Kirkland City Council at its meeting on 
the _____ day of _____________________, 2014. 
 
 I certify that the foregoing is a summary of Ordinance 
__________ approved by the Kirkland City Council for summary 
publication. 
 
 
    ________________________________ 
    City Clerk 

Council Meeting:  09/16/2014 
Agenda: Public Hearings 
Item #:  9. a.
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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 and Administration 
 Tom Mikesell, Financial Planning Manager 
 
Date: September 8, 2014 
 
Subject: PUBLIC HEARING ON REVENUE SOURCES FOR THE 2015-2016 BUDGET 
 
 
 
RECOMMENDATION: 
 
City Council hold a public hearing on revenue sources for the 2015-2016 Budget. 
 
BACKGROUND: 
 
This is the first of three scheduled public hearings on the 2015-2016 budget (two of which are 
required by statute).  This first public hearing addresses revenue sources.  The second and third 
public hearings on the 2015-2016 Preliminary Budget are scheduled to be held on Monday, 
November 3rd (pending Council approval) and Tuesday, November 18th. 
 
General Fund Projections 
 
The City Council’s last full briefing on the City’s financial outlook was at its May 30, 2014 
retreat.  At that time, the forecast projected a $1.12 million gap between ongoing revenues and 
expenditures in 2015-16, assuming the discontinuation of one-time service packages approved 
in the 2014 mid-biennial budget process. Since that meeting, the General Fund revenue and 
expenditure projections have been updated to reflect current information, including: 
 

 An assessment of revenue collections under current economic conditions; 

 New information on contractually and/or statutorily derived rates; and, 

 Basic budget information supporting current service levels as submitted by departments 
in August. 

 
This updated financial projection provides the basis for budget meetings with the City 
Manager’s Office, which are currently in progress.  The 2015-2016 budget is being developed 
under the following principles: 
 

 Stay steady given the long-term revenue outlook: 

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

Council Meeting:  09/16/2014 
Agenda:  Public Hearings 
Item #:  9. b.
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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 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;   

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

 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. 

 
Based on this updated information, we now project $2.3 million of available General Fund 
revenue in the 2015-2016 biennium ($1.7 million in 2015 and $0.6 million in 2016) to fund 
additional expenditures as discussed later in this memorandum. These funds are in addition to 
any one-time resources that will be available at the end of 2014, which will be determined 
based on the year end estimates that are currently under review. Main factors driving the shift 
in the financial projection include: 
 

 Higher sales tax revenue collections in 2014 than forecast, which adjusts the forecast 
base used for both 2015 and 2016 – $5.2 million biennial revenue increase ($2.6 million  
in 2015 and $2.6 million in 2016); 
  

 Higher than forecast revenues from development licensing and permitting in 2014 are 
projected to continue at similar levels in 2015 and 2016 ($1.6 million biennial revenue 
increase) which will either be used for resources to meet workload or set aside in 
reserve; 
 

 Higher than forecasted costs for internal service charges and expenditures for external 
services, including NORCOM and liability insurance payments to Washington Cities 
Insurance Authority. ($1.7 million higher costs); and, 

 
 Assumed reserve replenishment of one-percent of General Fund revenue, resulting in a 

total of $1.6 million of the projected 2015-2016 operating revenues being set aside 
toward the reserve target. 

 
Below is a more detailed discussion of current revenue and expenditure assumptions and a 
calendar of next steps in the budget process. 
 
Revenue Assumptions 
 
The current 2015-2016 projection is based on a number of revenue assumptions, including: 
 

 Reserves - No use of general purpose reserves in 2015-2016; 
 

 Property Tax - 1% optional increase each year and 1.0% annual growth in new 
construction property tax.  The new construction estimate for 2015 will be updated 
when information becomes available from the King County Assessor; 
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 Sales Tax 
o General Fund 2014 sales tax revenue is projected over at 8.2 percent ahead of 

2013 actual results.  Year-to-date total sales tax collections through August are 
9.4% ahead of 2013 (See Attachment A for the August sales tax report); 

o No increase in sales tax is projected for 2015, reflecting the policy-based one-
year lag; and, 

o A 4% increase in sales tax is budgeted in 2016, based on similar forecasts from 
King County and the Washington State Economic & Revenue Forecast Council. 
 

 Annexation Sales Tax Credit – Support from tax credit is projected to remain at 2014 
levels in 2015 and 2016; 

 
 Utility Tax 

o Electric and Gas collections are projected to grow 1% in 2015 and 2016, 
reflecting uncertainty in future utility rate trends and weather-related 
consumption patterns; and, 

o Cable tax and telecommunication utility taxes are estimated to increase 1% per 
year in 2015 and 2016. 

 
 Business License - 1% growth per year is assumed in Revenue Generating Regulatory 

License fees; 
 

 Development-related revenues are estimated to remain at their 2014 level through 
2015 and 2016. It is worth noting that the current projections do not assume any 
revenue changes as a result of the ongoing fee study being considered by Council, nor 
do they assume new revenues from Park Place and Totem Lake development projects; 

 
 Interest earnings have been adjusted to reflect the continuing decline in interest 

earnings rates. 
 
These assumptions are based on the revenue trends through June 30, 2014 as noted in the 
second quarter 2014 Financial Management Report (see Attachment B), collections experience 
through August, and current economic projections.  Further refinements in revenue estimates 
may occur throughout the budget deliberation process as new data becomes available.   
 
Expenditure Assumptions 
 
The updated projections also reflect the following expenditure assumptions, including:  
 

 Full Staffing - All the ongoing positions budgeted in 2014 are budgeted in 2015-2016; 
 

 Excludes One-time Service Packages - There are a considerable number of one-
time expenditures budgeted in 2013-2014 that likely will be considered for continuation 
in the 2015-16 budget process.  As mentioned in the May forecast memo, the 
continuation of all of the current services would cost about $3.2 million per year.  These 
costs are not included in this forecast, and are detailed in the following table. 
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 COLA Reserve – All collective bargaining agreements will be open in 2015, with the 

exception of Police non-commissioned, which opens in 2016.  A reserve has been set-
aside for potential annual raises of 2% per year in anticipation of settling those 
contracts. 

 
 Debt Set-Aside - Approximately $0.4 million per year resulting from debt retiring at 

the end of 2014 is included as a placeholder in the 2015-16 budget in anticipation of 
offsetting the loss of the annexation sales tax credit in 2021. These funds can be used 
for one-time needs in 2015-2016; 

 
 Health Benefit Inflation - The forecast assumes a 7% increase in benefits costs, the 

majority of which is for health plan premiums. The result of any modification to the 

Temp. 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 ‐              315,000     315,000     ‐              315,000     315,000    

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       552,814     598,263     47,867       552,814     600,681    
Total General Fund 2,210,425  619,511     2,829,936  2,266,665  619,511     2,886,176 

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  711,392     3,155,442  2,506,383  711,392     3,217,775 

*Supported by Development fee revenues

One Time Costs 

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

E-page 51



September 8, 2014 
Page 5 

 

City’s health plan are not included at this time, but are expected to be reflected in the 
preliminary budget;  
 

 Reserve Replenishment - Continuing planned reserve replenishment of one-percent 
of General Fund revenue results in a total of $1.6 million of the projected 2015-2016 
operating revenues being set aside toward the reserve target level based on the 
Council’s reserve replenishment principles as adopted by resolution (R-4900); 
 

 Current Services Levels - No new one-time or ongoing service packages are 
reflected.  The City Manager is currently reviewing services package requests submitted 
by departments and his recommendations will be reflected in the preliminary budget; 
and, 

 
 General Fund Capital Contribution - No additional General Fund contribution to the 

Capital Improvement Program is assumed. 
 

As with the revenue assumptions, these will be subject to refinement during the budget 
process.   
 
Budget Process 
 
A balanced preliminary budget, reflecting the City Manager’s recommendations, will be available 
to the City Council and the public on October 21.  The following list includes this and other 
significant dates in the 2015-16 budget process. 
 
 October 21 – 2015-2016 Preliminary Budget provided to the City Council/public 
 October 28 - Finance & Administration Committee budget update 
 October 30 – Council Budget Work Session (3-9 pm) 
 November 3 (Monday, pending Council approval) – Additional budget study session and 

public hearing 
 November 10 (Monday)  – Additional budget study session (if needed) 
 November 18 – Public hearing on the Preliminary 2015-2016 Budget and preliminary 

2015 property tax levy 
 December 9 – Adoption of 2014-18 CIP Update, 2015-2016 Budget, and final 2015 

property tax levy 
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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  

 Kyle Butler, Budget Analyst  
 

Date: September 8, 2014 
 

Subject: August Sales Tax Revenue  

 
August sales tax revenue is up 12.6 percent compared to August 2013.  Year-to-date revenues are 

up 9.4 percent compared to the same period last year.  Results this month reflect retail sales activity in 
June, due to the two month lag in reporting sales tax data.  

Comparing August 2014 to August 2013  

Comparing collections from August of this year and last year reveals economic trends and provides 
insight into business sector performance.  

 

August sales tax collections this year are $172,638, or 12.6 percent higher than August 2013.  Over 20 

percent of the August increase is in the auto/gas retail sector, and the contracting sector accounts for 19 
percent of the growth over last August.  Every major sector gained ground this August over last year. 

 The services sector is up 14.1 percent compared August 2013, or about $25,800, largely due 

to increases in professional/scientific services, admin support, and accommodation services. 

 
 The contracting sector is up 14.3 percent compared to last August.  This is significantly 

higher growth than the City experienced last month, when it came in at just 2 percent.  This 

month’s contracting revenues are more in line with this year’s upward trend. 
 

Business Sector Dollar Percent Percent of Total

Group 2013 2014 Change Change 2013 2014

Services 182,653 208,485 25,832           14.1% 13.3% 13.5% 

Contracting 227,369 259,983 32,614           14.3% 16.6% 16.9% 

Communications 34,803 42,386 7,583             21.8% 2.5% 2.7% 

Retail:

     Auto/Gas Retail 324,981 360,541 35,560           10.9% 23.7% 23.4% 

     Gen Merch/Misc Retail 154,469 171,639 17,170           11.1% 11.3% 11.1% 

     Retail Eating/Drinking 125,050 136,333 11,283           9.0% 9.1% 8.8% 

     Other Retail 187,723 201,633 13,910           7.4% 13.7% 13.1% 

Wholesale 66,792 76,332           9,540             14.3% 4.9% 5.0% 

Miscellaneous 65,569 84,715 19,146           29.2% 4.9% 5.5% 

Total 1,369,409 1,542,047 172,638       12.6% 100.0% 100.0% 

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

August
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 The communications sector (telecom services) is up 21.8 percent, or about $7,600. 

 
 Retail sectors are collectively up 9.8 percent compared to the same month in 2013 or about 

$78,000. 

o The auto/gas retail sector is up 10.9 percent, or $35,600, continuing a four month 
rebound since March 2014, which saw the first decline in this sector in over two years.  This 

is the largest monthly increase in this sector since February 2014, topping last month’s 

strong growth. 
o General merchandise and miscellaneous retail are up 11.1 percent over August 

2013, or about $17,200. 
o The retail eating/drinking sector is up 9 percent compared to August 2013. 

o Other retail increased 7.4 percent, or about $13,900, compared to August 2013. 
 

 Wholesale is up 14.3 percent compared to August 2013, or about $9,500.  Items in this 

category include food wholesale, medical equipment, computer equipment, sporting and 

recreation equipment, and industrial equipment.   
 

 The miscellaneous sector is up 29.2 percent versus August 2013, or about $19,000. This is 

largely related to a sales tax refund by the State in 2013 in the unknown sector and solid growth 
in the manufacturing and finance & insurance sectors in 2014. 

 

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 from the same period.  This information gives us a broader context of how a sector is performing 
as the year goes on.  Through the end of August, sales tax is up 9.4 percent compared to last year.  

 

Sales tax revenues for retail sectors are up 8.1 percent collectively compared to 2013, an improvement 
over the revenues through last month.   

o The general merchandise/miscellaneous retail sector is up 4.1 percent compared to 
last year.  

o The auto/gas retail sector is up 7.3 percent compared to last year. Vehicle sales have 

grown in strength over the past four months, and are beginning to account for a higher 
percentage of the City’s overall sales tax growth, something that formed a major part of the 

growth seen in 2013. 

Business Sector Dollar Percent

Group 2013 2014 Change Change 2013 2014

Services 1,376,603 1,482,658 106,055           7.7% 12.8% 12.6% 10.4% 

Contracting 1,736,874 1,859,008 122,134           7.0% 16.1% 15.8% 12.0% 

Communications 294,163 339,092 44,929             15.3% 2.7% 2.9% 4.4% 

Retail:

     Auto/Gas Retail 2,697,120 2,893,501 196,381           7.3% 25.1% 24.6% 19.3% 

     Gen Merch/Misc Retail 1,300,899 1,354,378 53,479             4.1% 12.1% 11.5% 5.3% 

     Retail Eating/Drinking 883,180 950,626 67,446             7.6% 8.2% 8.1% 6.6% 

     Other Retail 1,401,906 1,593,636 191,730           13.7% 13.0% 13.5% 18.9% 

Wholesale 510,720 554,686 43,966             8.6% 4.7% 4.7% 4.3% 

Miscellaneous 559,413 749,402 189,989           34.0% 5.2% 6.4% 18.7% 

Total 10,760,878 11,776,987 1,016,109      9.4% 100.0% 100.0% 100.0% 

City of Kirkland Actual Sales Tax Receipts

January-August Percent of Total Percent 

of  

Change
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o The retail eating/drinking sector performance is up 7.6 percent compared to the same 

period in 2013, an increase of $67,400.  
o Other retail is up 13.7 percent compared to 2013 due to strong increases in a number of 

categories particularly food and beverage retailers, online retailers and building & garden 
stores.  

 The services sector is up 7.7 percent compared to last year.  Year-to-date revenue in most 

subsectors have grown moderately.   

 Wholesale is up 8.6 percent compared to last year, an increase of $44,000.  Following 

declining revenue in February, wholesale revenues have improved steadily over the past six 
months, and now accounts for the same percentage of the City’s total sales tax revenue as it did 

in August of 2013. 

 The communications sector is up 15.3 percent compared to last year, due to broad growth 

amongst the wireless and cable providers within the category. 

 The contracting sector is up 7.0 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 

contracting sales have grown over the last five months to amounts higher than 2013. 

 The miscellaneous sector is up 34.0 percent due to a large payment that has been previously 

reported as well as increased revenues from the statewide pool - which is how the State 
distributes improperly coded revenues out to local jurisdictions.  Most of this increase happened 

in January 2014, and the year-on-year percentage increase has been slowly declining each 
month since then. 

National and Regional Economic Context:   

The Consumer Confidence Index increased from 90.3 in July to 92.4 in August.  This is the fourth 
straight month of improvement, following decreases in March and April, the index is now at its highest 

point since before the recession.  According to Lynn Franco, Director of Economic Indicators at The 
Conference Board: “Consumer confidence increased for the fourth consecutive month as improving 

business conditions and robust job growth helped boost consumers’ spirits. Looking ahead, consumers 
were marginally less optimistic about the short-term outlook compared to July, primarily due to concerns 

about their earnings. Overall, however, they remain quite positive about the short-term outlooks for the 

economy and labor market.” 

The Bureau of Labor Statistics reports that, on a seasonally adjusted basis, the state unemployment rate 

was 5.6 percent in July 2014, down from 7.0 percent in June 2013. The Seattle/Tacoma/Bellevue 
unemployment rate increased from 5.0 percent to 5.2 percent from June to July 2014. Both these 

figures are below the nationwide unemployment rate for July of 6.2 percent.  The relatively low 

unemployment rates should be interpreted with some caution, since some analysts have argued that the 
declining unemployment rate is due at least in part to falling participation in the labor market and 

“underemployment”, rather than strong employment numbers.  

Statewide housing construction was near the forecast for the second quarter of 2014, with 37,200 

units being permitted compared to a forecast of 37,400 units.  The construction trends have been 
regularly below forecast for single family homes and above forecast for multifamily housing units.   

Regional home prices underwent a mild decline in May, according to the S&P/Case-Schiller Home Price 

Indices.  Seattle area home prices had risen for 29 consecutive months, but saw a decline of 0.2 percent 
in May. However, Seattle home prices are still 9.3 percent higher than the previous May and 26.2 percent 

higher than the November 2011 low point. 

Statewide car sales have been volatile in the first five months of 2014 but have been turning in strong 

months as of late, which mirrors the trend in Kirkland’s sales tax collections.  Car and light truck sales 
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totals of 290,800 vehicles in July reached a new post-recession high, which was 5.7 percent higher than 

July 2013. 

Conclusion 

As we come toward the end of the third quarter, sales tax numbers remain strong.  The numbers for 
August show that Kirkland’s economy is seeing more strength from smaller sectors, although the City’s 

revenue base still relies on the big ticket sales that auto sales and contracting provide (which together 

account for 40.4 percent of all sales tax revenues). These sectors are historically more volatile than other 
sectors, and are susceptible to market changes.  However, other sectors have continued to grow 

compared to 2013, and wider economic indicators generally suggest that growth will continue in the 
coming months.  

E-page 56



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 second 

quarter of 2014 3.7 percent ahead of the 

same period in 2013, an increase of $1.53 

million.  Higher than budgeted revenues 

from retail sales tax and building permits, 

along with higher property tax collections in 

the first half of 2014 were primarily responsi-

ble for the increase.  Revenues finished the 

first half at 53.9 percent of budget.  A 

more detailed analysis of General Fund reve-

nue 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 half of 2014 6.0 per-

cent higher than in 2013.  Approximately 

62% of this increase is in the internal service 

funds, where new additions during the mid-

biennial budget process, as well as other cost 

increases between years, increased rates 

departments pay for IT, Fleet and Facilities.  

There was also an increase in property tax 

revenues to the Street Fund, Parks Mainte-

nance Fund and Parks Levy fund.  As most of 

these increases were expected revenues for 

the first half of 2014 were essentially in line 

with budget at 51.5 percent. 

 

 Water/Sewer Operating Fund revenue 

through the first two quarters was slightly 

higher than in 2013, up 1.8 percent.  At the 

end of the first half of the year, revenue was 

45.9 percent of budgeted revenue, due to 

water sales being under 50 percent in the 

first half of the year.  Water sales are tradi-

tionally higher in the second half of the year 

so it is likely these categories will reach 100 

percent of budget by the end of the year.  

 Surface Water Management Fund reve-

nues at the end of June were 50.6 percent 

of budget.  Revenues during the first half of 

2014 were 4.4 percent lower than in 2013, 

primarily because of a Department of Ecology 

grant and internal wage reimbursements re-

ceived in 2013.   

 Revenue through the second quarter of 2014 

in the Solid Waste Fund was 50.1 percent 

of budget.  This is 3.3 percent higher 

than in 2013.  Revenue was higher across 

residential, commercial and multi-family prop-

erties.   

 Overall, in the first six months of 2014 utility 

funds revenues were up 1.0 percent com-

pared to the same period last year, and fin-

ished the quarter at 48.2 percent of budg-

et. 

Summary of All Operating Funds:  Revenue 

Financial Management Report 

as of June 30, 2014  

A T  A  GL A N CE :  

Using canine friends to 

help clean up Juanita 

Creek (page 2 sidebar) 

Most revenues increased 

over 2013 during the first 

half of 2014 (page 3)   

Sales tax revenue growth 

continued into 2014, 

slowing at first, but accel-

erating into the second 

quarter (page 5) 

In the wider economy the 

housing market continues 

to improve and inflation 

rises slowly (pages 7-8) 

I n s i d e  t h i s  

i s s u e :  

Expenditure 
Summary 

2 

General Fund  
Revenue 

3 

General Fund  
Expenditures 

4 

Sales Tax Revenue 5-6 

Economic  
Environment   

7-8 

Investment Report  8-9 

Reserve  
Summary 

10-11 

% %

6/30/2013 6/30/2014 Change 2013 2014 Change 2013 2014

General Gov't Operating:

General Fund 40,993,722 42,523,596 3.7% 77,699,996 78,890,220 1.5% 52.8% 53.9%

Other General Gov't Operating Funds 11,968,460 12,681,296 6.0% 23,452,132 24,628,836 5.0% 51.0% 51.5%

Total General Gov't Operating 52,962,182 55,204,891 4.2% 101,152,128 103,519,056 2.3% 52.4% 53.3%

Utilities:

Water/Sewer Operating Fund 10,976,581 11,170,646 1.8% 24,234,608 24,342,543 0.4% 45.3% 45.9%

Surface Water Management Fund 5,012,867 4,790,143 -4.4% 9,224,823 9,460,539 2.6% 54.3% 50.6%

Solid Waste Fund 7,703,637 7,961,012 3.3% 15,954,564 15,875,727 -0.5% 48.3% 50.1%

Total Utilities 23,693,085 23,921,801 1.0% 49,413,995 49,678,809 0.5% 47.9% 48.2%

Total All Operating Funds 76,655,267 79,126,693 3.2% 150,566,123 153,197,865 1.7% 50.9% 51.6%

% of Budget

Resources by Fund

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

General Gov't Operating:

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

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

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

Utilities:

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

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

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

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

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

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

Expenditures by Fund
Actual Budget % of Budget
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Summary of All Operating Funds:  Expenditures 

 

 General Fund expenditures finished the first half of 2014 up 8.1 percent from 2013.  Ac-

tual expenditures finished the second quarter at 48.3 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 15.2 percent compared to the first 

half of 2013, mostly due to higher expenditures in the Information Technology and Fleet 

funds.  Information Technology expenditures were higher largely because of higher comput-

er replacement costs in 2014.  Similarly, Fleet costs were primarily higher because vehicle 

replacement costs were higher in 2014 than 2013.  Both of these expenditures are higher 

some years than others and do not necessarily represent a trend of higher spending.  

 Water/Sewer Operating Fund actual expenditures finished June 7.6 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.  Additionally, dues 

and memberships are paid in full in January, and the combination of these two factors means 

expenditures are usually higher in the early part of the year.  This has proven true so far in 

2014 as first quarter expenditures were higher than the second quarter, and the City expects 

this number to continue to normalize as the year continues. Expenditures at the end of June 

2014 were 53.1 percent of budget   

 Surface Water Management Fund expenditures through June 2014 were 4.4 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 expenditures through June were lower than budgeted at 45.4 percent of the yearly 

budget.    

 Solid Waste Fund expenditures were 16.6 percent higher during the first six 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 expens-

es were also in line with budget, expenditure finished the first two quarters of 2014 at 50.0 

percent of budget.      

Talk about your dynamic duo.  A Bor-
der collie named Molly and an Australi-
an cattle dog named Crush put their 
noses to work recently to help find 
sources of human bacteria in and 
around Kirkland’s Juanita Creek.  The 
pair teamed up to sniff close to 100 
water samples taken from Juanita 
Creek and several of its branches.  
The sniff test included uncontaminated 
water samples, samples known to 
contain animal bacteria, and those 
obtained in and nearby Juanita Creek. 

The Juanita Creek Watershed feeds 
into Lake Washington at Juanita Beach 
Park – a popular summer swimming 
area. 

Why is the City trying such a unique 
investigative technique?  Because 
truly, the nose knows. The dogs can 
detect, through scent, the presence of 
human fecal bacteria.  This tells the 
City that sources of contamination are 
most likely due to leaking septic tanks 
or improper connection of sanitary 
sewer systems to the Creek.  These 
sources present a greater risk to hu-
man health than bacteria from rac-
coons, geese or other animals. 

Also, the service is cost effective.  
Molly and Crush sniffed closed to 100 
samples in a two-day test, each sniff-
ing the same row of samples for quali-
ty control.  When they smelled human 
contamination, they sat by their dog 
handler.  The results are being tested 
by King County’s Environmental Lab 
and are expected in the coming 
weeks.  If laboratory tests confirm the 
dogs findings, future testing can use 
just the dogs, resulting in greatly de-
creased costs for detecting problems. 

Staff from the City’s Water Quality 
Program will follow up with property 
owners where the contamination 
source was detected.   

      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  J u n e  3 0 ,  2 0 1 4   

City calls in the dogs to help 
sniff out bacteria clues in 

Juanita Creek 

% %

6/30/2013 6/30/2014 Change 2013 2014 Change 2013 2014

General Gov't Operating:

General Fund 34,806,688 37,623,726 8.1% 74,472,577 77,902,014 4.6% 46.7% 48.3%

Other General Gov't Operating Funds 8,356,144 9,625,809 15.2% 20,615,814 20,935,475 1.6% 40.5% 46.0%

Total General Gov't Operating 43,162,832 47,249,535 9.5% 95,088,391 98,837,489 3.9% 45.4% 47.8%

Utilities:

Water/Sewer Operating Fund 10,162,874 10,937,171 7.6% 20,909,022 20,601,544 -1.5% 48.6% 53.1%

Surface Water Management Fund 2,761,110 2,882,586 4.4% 6,546,354 6,353,316 -2.9% 42.2% 45.4%

Solid Waste Fund 6,723,024 7,840,680 16.6% 15,374,063 15,668,380 1.9% 43.7% 50.0%

Total Utilities 19,647,008 21,660,437 10.2% 42,829,439 42,623,240 -0.5% 45.9% 50.8%

Total All Operating Funds 62,809,840 68,909,972 9.7% 137,917,830 141,460,729 2.6% 45.5% 48.7%

Expenditures by Fund

% of BudgetYear-to-Date Actual Budget
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General Fund revenues ended 

the second quarter $1.43 

million higher than in 2013 

(including interfund trans-

fers), largely due to contin-

ued growth in sales tax and 

development activity.  

The General Fund is the larg-

est of the General Govern-

ment Operating funds.  Pri-

marily tax supported the fund 

accounts for  services such as 

public safety, parks and rec-

reation, and community de-

velopment.  

 Many significant General 

Fund revenue sources 

are economically sensi-

tive, such as sales tax 

and development–

related  fees. 

 In 2014 about 428 of the 

City’s 556 regular em-

ployees were budgeted  

within the general fund. 

General Fund Revenue 

 Sales tax revenue allocated to the General Fund through the 

second quarter of 2014 was 9.7 percent higher than it was 
during the same period of 2013.  This was higher than budg-
eted at 56.6 percent of budget because sales tax is budg-
eted on a one year lag.  A detailed analysis of total sales tax 
revenue can be found starting on page 5.   

 Property tax finished the first quarter at 52.9 percent of 

budget.  Most property tax payments are receipted to the 
City in April and October, therefore this number will be close 
to 100 percent of budget by the end of the third quarter. 

 Utility tax collections finished June 2014 up 2.0 percent 

compared to 2013.  This is slightly above budgeted levels at 
52.6 percent of budget.     

 Other taxes actual revenue was 50.6 percent of budget 

at the end of the second quarter of 2014.  This is a 6.2 per-
cent increase compared to the same period in 2013, and is 
the result of small increases in gambling, admissions and 
some smaller tax revenues. 

 The revenue generating regulatory license fee was 7.5 

percent higher than the first half of 2013.  This increase 
means revenues were ahead of the budgeted amount at 
62.3 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 half may not recur in the second 
half.  

 The business licenses (base fee) and franchise fees 

were 3.9 percent higher than the same period in 2013 and 

finished the quarter ahead of budget at 52.7 percent. 

 Development-related fee revenues were collectively down 

8.2 percent in the second quarter of 2014, because plan 
check fees were down 33.0 percent, while Engineering 
Services collected 21.2 percent less than in the same peri-
od in 2013.  This was partially offset because Building 
Structural and Equipment permits were up 7.0 percent, 
following a large permit application for the Google expansion 
project received in January.  Despite this decrease, develop-
ment related fee revenues were still ahead of budget for the 
first half of the year.  Collectively development fees were at 
65.8 percent of budget at the end of the first quarter, with 
Building, Structural and Equipment permits (42.7 per-
cent), Engineering Services (87.3 percent), and Plan-
ning fees (66.9 percent) all being ahead of budget half 
way through the year.  Only Plan Check fees were behind 
with 33.0 percent of budget collected through the end of 
June.   

 Fines and Forfeitures were down 1.2 percent compared 

to 2013 and were slightly behind budget expectations at 
48.8 percent, due to low traffic infraction penalties.  Traffic 
infraction penalties are not receipted in January, so the budg-
et is collected in 11 months from February to December,  
therefore this category will likely be close to budget by year 
end.  Current trends suggest this will be true as receipts 
through the second quarter were closer to budgeted revenues 
than they were at the end of the first quarter. 

 Miscellaneous revenue was up $128,900, or 23.8 per-

cent from 2013 and was ahead of budget at 88.1 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  J u n e  3 0 ,  2 0 1 4  

% %

6/30/2013 6/30/2014 Change 2013 2014 Change 2013 2014

Taxes:

Retail Sales Tax: General 7,875,995         8,637,061         9.7% 15,057,904       15,263,571       1.4% 52.3% 56.6%

Retail Sales Tax Credit: Annexation 1,754,329         1,616,935         -7.8% 3,415,626         3,415,626         0.0% 51.4% 47.3%

Retail Sales Tax: Criminal Justice 865,714            925,375            6.9% 1,634,287         1,666,973         2.0% 53.0% 55.5%

Property Tax 8,675,613         8,966,959         3.4% 16,619,200       16,953,959       2.0% 52.2% 52.9%

Utility Taxes 7,624,293         7,772,988         2.0% 14,618,866       14,779,443       1.1% 52.2% 52.6%

Rev Generating Regulatory License 1,363,264         1,465,874         7.5% 2,328,005         2,351,285         1.0% 58.6% 62.3%

Other Taxes 511,173            543,115            6.2% 1,063,975         1,073,303         0.9% 48.0% 50.6%

Total Taxes 28,670,380     29,928,307     4.4% 54,737,863     55,504,160     1.4% 52.4% 53.9%

Licenses & Permits:

Building, Structural & Equipment Permits 1,426,647         1,526,370         7.0% 2,013,727         2,029,631         0.8% 70.8% 75.2%

Business Licenses/Franchise Fees 2,177,511         2,263,296         3.9% 4,193,597         4,295,440         2.4% 51.9% 52.7%

Other Licenses & Permits 258,721            268,442            3.8% 317,128            330,001            4.1% 81.6% 81.3%

Total Licenses & Permits 3,862,880       4,058,107       5.1% 6,524,452       6,655,072       2.0% 59.2% 61.0%

Intergovernmental:

Grants and Federal Entitlements 17,720              46,501              162.4% 198,622            104,421            -47.4% 8.9% 44.5%

State Shared Revenues & Entitlements 479,162            557,347            16.3% 1,033,781         1,237,172         19.7% 46.4% 45.1%

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

Total Intergovernmental 496,882          603,849          21.5% 2,117,048       2,226,238       5.2% 23.5% 27.1%

Charges for Services:

Internal Charges 2,665,088         2,836,648         6.4% 5,396,481         5,717,970         6.0% 49.4% 49.6%

Engineering Services 763,762            602,180            -21.2% 951,385            689,483            -27.5% 80.3% 87.3%

Plan Check Fee 740,923            496,711            -33.0% 1,082,220         1,279,914         18.3% 68.5% 38.8%

Planning Fees 494,608            518,773            4.9% 848,164            775,550            -8.6% 58.3% 66.9%

Recreation 760,811            838,555            10.2% 1,160,300         1,160,300         0.0% 65.6% 72.3%

Other Charges for Services 1,044,246         1,028,904         -1.5% 2,210,020         2,190,907         -0.9% 47.3% 47.0%

Total Charges for Services 6,469,438       6,321,770       -2.3% 11,648,570     11,814,124     1.4% 55.5% 53.5%

Fines & Forfeits 953,005            941,540            -1.2% 1,928,925         1,929,999         0.1% 49.4% 48.8%

Miscellaneous 541,136            670,024            23.8% 743,138            760,627            2.4% 72.8% 88.1%

Total Revenues 40,993,722     42,523,596     3.7% 77,699,996     78,890,220     1.5% 52.8% 53.9%

Other Financing Sources:

Interfund Transfers 99,780              N/A 402,008            270,323            -32.8% 24.8% N/A

Total Other Financing Sources 99,780            -                  N/A 402,008          270,323          -32.8% 24.8% N/A

Total Resources 41,093,502     42,523,596     3.5% 78,102,004     79,160,543     1.4% 52.6% 53.7%

Resource Category

% of BudgetYear-to-Date Actual Budget

General Fund
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General Fund Expenditures 
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Comparing 2014 and 2013 expenditures: 
In the first half of 2014, excluding interfund transfers, General Fund expenditures were 8.1 percent higher than 2013, 
although this increase was budgeted for as expenditures were slightly below budget with 48.3 percent of budgeted ex-
penses spent through the end of June.   
 
Across the General Fund most of the $2.82 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 process, which accounts for a portion of the increase, while normal personnel increases 
make up the majority of the rest.  Together salaries and benefits have increased $1.32 million.  
Significant expenditure changes are highlighted below; for departments not highlighted below, in-
creases were largely due to personnel costs.  

 

 Actual expenditures for the City Council were up 10 percent compared to 2013 and finished 

the second quarter at 71.0 percent of budget.  Expenditures are ahead of budget because most of the City’s dues 
and memberships are paid from the Council budget, and these are paid in full in January.  Expenditures are higher 
than in 2013 because of the community survey, which was budgeted and carried out in 2014.  

 

 The City Manager’s Office finished the first half of 2014 8.1 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 49.4 percent of 
budget.  

 

 Public Works General Fund expenditures were up 13.0 percent due to new positions added in re-

sponse to high demand for permit applications.  These additional expenditures were budgeted for and 

 

First half General Fund 
expenditures 
(excluding “other 
financing uses”) were 
8.1 percent higher than 
they were in 2013.   
 

General Fund Revenue continued 
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Continued on page 5 

% %

6/30/2013 6/30/2014 Change 2013 2014 Change 2013 2014

Non-Departmental 683,205          677,435          -0.8% 1,657,558       1,393,673       -15.9% 41.2% 48.6%

City Council 260,778          286,833          10.0% 403,932          403,932          0.0% 64.6% 71.0%

City Manager's Office 873,968          944,631          8.1% 2,064,111       1,911,468       -7.4% 42.3% 49.4%

Municipal Court 1,041,851       1,108,450       6.4% 2,249,404       2,299,621       2.2% 46.3% 48.2%

Human Resources 614,844          673,375          9.5% 1,263,257       1,451,068       14.9% 48.7% 46.4%

City Attorney's Office 665,205          672,647          1.1% 1,371,489       1,384,479       0.9% 48.5% 48.6%

Parks & Community Services 3,258,178       3,491,898       7.2% 7,453,991       7,661,403       2.8% 43.7% 45.6%

Public Works (Engineering) 2,045,394       2,312,185       13.0% 4,756,261       5,079,098       6.8% 43.0% 45.5%

Finance and Administration 2,321,199       2,368,618       2.0% 4,590,803       4,839,597       5.4% 50.6% 48.9%

Planning & Community Development 1,637,798       1,862,933       13.7% 3,753,152       3,871,077       3.1% 43.6% 48.1%

Police 11,089,181     11,644,978     5.0% 22,804,767     24,478,109     7.3% 48.6% 47.6%

Fire & Building 10,315,086     11,579,745     12.3% 22,103,852     23,128,489     4.6% 46.7% 50.1%

Total Expenditures 34,806,688  37,623,726  8.1% 74,472,577  77,902,014  4.6% 46.7% 48.3%

Other Financing Uses:

Interfund Transfers 2,720,335       1,744,400       -35.9% 11,513,698     3,706,808       -67.8% 23.6% 47.1%

Total Other Financing Uses 2,720,335     1,744,400     -35.9% 11,513,698  3,706,808     -67.8% 23.6% 47.1%

Total Expenditures & Other Uses 37,527,024  39,368,125  4.9% 85,986,275  81,608,822  -5.1% 43.6% 48.2%

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 $135,000 that has been 
passed to the Street Operating Fund so far in 2014, therefore 
the total is $135,000 higher than the sales tax figure in the 
General Fund Revenue table on page 3.  

First quarter general sales tax revenue was 9.5 percent 
higher in 2014 than 2013.  This growth in revenue was con-
centrated across the retail sales categories, with vehicle sales 

making up the largest single increase.  Sales tax revenue 
received through June was from sales between November 
2013 – April 2014.   

Review by business sectors: 

 Contracting was up 6.6 percent through June 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 consistent growth through the other five months of 2014 lead to overall 
growth through for the first half of 2014. 

 Sales tax from the retail sectors was collectively up 7.9 percent compared to 2013.  

 The auto/gas retail sector was up 6.2 percent in the first quarter of 2014.  Although auto sales continued to be higher 

than they were in 2013, sales slowed in March for the first time in two years, and the rate of increase has slowed overall.    

 General merchandise/miscellaneous retail sector was up 2.8 percent in 2014 compared to 2013.  

 The retail eating/drinking sector was up 7.1 percent, an increase of $45,800, compared to the first half of 2013.  

 Other retail was up 16.1 percent compared to the same period last year due to strong increases in sales from building 

& garden stores, food and beverage retailers, and online retailers.    

 The services sector was up 8.7 percent compared to 2013.  Year-to-date revenue in most subsectors grew moderately.  

The exceptions to this were: professional scientific, which was higher due to new companies reporting revenue; and other 
information, where 2014 revenues were skewed upwards as a single taxpayer paid multiple months at once.  

 Wholesale was up 4.9 percent compared to last year.  Similar to contracting and auto sales, one month in the first 

quarter of 2014 posted lower sales than 2013, in this case February, but growth in the other five months meant positive 
growth for the year so far.  

 The miscellaneous sector was up 40.4 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.  

 The communications sector was up 14.7 percent, due to broad growth across telecoms companies in the City. 

have been mitigated by other staffing vacancies in the department, including the Maintenance Center Superintendent position, 

which was vacant until the middle of April, meaning Public Works finished the quarter at 45.5 percent of budget.    
 

 Police expenditures finished the first six months of 2014 at 47.6 percent of budget.  This is slightly below budget, with 50 

percent of the year complete.  The area with the lowest expenditures compared to budget was professional services, particu-
larly Care Custody of Prisoners costs for inmate medical and laundry.  These costs are not necessarily spread evenly through-
out the year, therefore savings in the first half of the year do not necessarily indicate expenditures will finish the year under 
budget. 

 

 Expenditures for the Fire & Building Department grew 12.3 per-

cent over the second 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).  As 
these expenses were anticipated, the department’s expenses finished 
the second quarter at 50.1 percent of budget.  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 the biennial budget.  

P a g e  5  

Beginning Balance 5,223,879         

Investment Interest 10,391$            

Expenditures: 31,113$            

Current Balance 5,203,157$       

2014 Revenues & Expenditures

Summary of Fire District 41 Funds

2014: 8.77M

2013: $8.01M

 -  1  2  3  4  5  6  7  8  9  10
$ Millions

Sales Tax Receipts
Through June 2013 and 2014
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When analyzing monthly sales tax receipts, there are two items of 
special note:  First, most businesses remit their sales tax collections 
to the Washington State Department of Revenue on a monthly basis.  
Small businesses only have to remit their sales tax collections either 
quarterly or annually, which can create anomalies when comparing 
the same month between two years.  Second, for those businesses 
which remit sales tax monthly, there is a two month lag from the 
time that sales tax is collected to the time it is distributed to the City.   

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 

Comparing to the same peri-
od last year: 

 

Totem Lake, which accounted 
for 28.0 percent of the total 
sales tax receipts through the 
second quarter of 2014, was up 

1.1 percent compared to 2013, or $27,300.  Growth in Totem 
Lake would be stronger, but for a large refund paid to a manu-
facturing business in 2014.  Continued growth in the auto/gas 
retail section, which is up $56,100, led this growth.  

NE 85th Street, which made up 13.5 percent of the total sales 
tax receipts in the first two quarters of 2014, was up 7.0 per-

cent compared to the same period last year.  This area’s sales 
grew due to improving retail performance, particularly auto 
retail and general retail sales, which accounted for 96.6 per-
cent of the revenue in this neighborhood. 

Downtown, which accounted for 6.6 percent of combined first 
and second quarter sales tax receipts in 2014, was up 8.8 
percent largely due to the continued growth of information 
services revenues.  Outside of this category, total retail busi-
nesses contributed about 65.1 percent of revenues from down-
town and saw moderate growth compared to 2013.   

Carillon Point & Yarrow Bay, which accounted for 1.7 per-
cent of the total sales tax receipts the first half of 2014, were 

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

 Growth in monthly sales tax revenues was higher in the second quarter than during the first quarter, with gains in the second 

quarter averaging over 10 percent. 

 In April sales were higher than 2013 in every category.  About 70 percent of the increase was split among wholesale, con-

tracting and the miscellaneous sector.  

 May sales tax revenues saw the highest single month percentage increase when comparing 2013 and 2014.  The growth was 

largely concentrated in other retail, contracting, services and a strong performance in the auto/gas retail sector.   

 In June growth continued in almost every category, most of the growth was concentrated in the same sectors as May 2014, 

but was slightly offset by a decline in miscellaneous sector. 

 During the first quarter of 2014 the boom in sales tax revenues from contracting, auto retail and services appeared to have 

slowed and been replaced by growth in single digits across a number of sectors, particularly retail.  This suggested that pent 
up demand for housing and cars following the recession was beginning to be replaced by broader spending.  Second quarter 
results indicate that broad base growth is continuing and there was renewed strong growth in some major categories, such 
as contracting and auto/gas retail.  

up 0.5 percent compared to 2013, or $695.  Taken together, re-
tail categories make up 63.8 percent of sales in this neighborhood.  

Houghton & Bridle Trails, which produced 2.5 percent of the 
total sales tax receipts through the second quarter, were down 1.0 
percent due to a decline in sales at eating & drinking establish-
ments. 

Juanita, which generated 1.4 percent of the total sales tax receipts 
during the first half of 2014, was up 0.9 percent compared to the 
same period in 2013.  Continued positive growth in eating & drink-
ing revenues along with growth in miscellaneous retail stores com-
bined with small increases in some other categories for a total in-
crease of $6,500. 

North Juanita, Kingsgate, & Finn Hill accounted for 3 percent 
of the total sales tax receipts in the first six 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.  

Other revenue not assigned to a single district grew by 26.0 per-
cent over 2013 due to a large payment from an aviation company, 
which was not assigned to one of the above business districts. 

Second quarter tax receipts by business district for 2013 and 2014 
are compared in the table on the next page. 
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Business Sector Dollar Percent

Group 2013 2014 Change Change 2013 2014

Services 1,019,964 1,109,164 89,200       8.7% 12.7% 12.6% 11.7% 

Contracting 1,288,133 1,373,719 85,586       6.6% 16.1% 15.7% 11.2% 

Communications 221,862 254,404 32,542       14.7% 2.8% 2.9% 4.3% 

Auto/Gas Retail 2,005,571 2,130,288 124,717     6.2% 25.0% 24.3% 16.4% 

Gen Merch/Misc Retail 993,127 1,020,516 27,389       2.8% 12.4% 11.6% 3.6% 

Retail Eating/Drinking 641,636 687,474 45,838       7.1% 8.0% 7.8% 6.0% 

Other Retail 1,033,615 1,200,257 166,642     16.1% 12.9% 13.7% 21.9% 

Wholesale 386,316 405,362 19,046       4.9% 4.8% 4.6% 2.5% 

Miscellaneous 420,771 590,877 170,106     40.4% 5.3% 6.7% 22.4% 

Total 8,010,995 8,772,061 761,066   9.5% 100.0% 100.0% 100.0% 

City of Kirkland Actual Sales Tax Receipts

January-June Percent of Total Percent of  

Change

Dollar Percent

Month 2013 2014 Change Change
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% 

April 1,181,984    1,285,803    103,819    8.8% 

May 1,387,795    1,601,648    213,853    15.4% 

June 1,264,563    1,402,468    137,905    10.9% 

Total 8,010,994 8,772,062 761,068 9.5%

City of Kirkland Actual Monthly Sales Tax Receipts

Sales Tax Receipts
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When reviewing sales tax 

receipts by business district, 

it’s important to be aware 

that 47.7 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 the first half of 2014 has continued to grow compared to 2013, 

although year-on-year gains are much smaller between 2013 and 2014 than they were between 2012 and 2013.  Additionally, the 
sectors driving the growth in 2013, while still growing, have slowed in 2014 which has led to the overall slow down in the rate of 
growth.  This suggests that the pent up demand in the construction and auto industry seen in 2013 may have levelled off.  De-
spite this, growth has remained consistent across most sectors and major business districts, and growth in the second quarter 
was actually stronger than in the first quarter.      

Economic Environment Update   The June update from the Washington State Economic and 
Revenue Forecast Council (ERFC) found the Washington economy added 22,000 net new jobs 
from December 2013 through June 2014, 2,100 fewer than forecast.  Private, service-providing 
industries accounted for most of the job growth adding a net 13,800 jobs, although this was few-
er than expected.   The construction sector added 5,200 jobs but manufacturing added only 400.   
Public sector payrolls added 2,500 jobs, which was more than forecast in February.  Hiring by 
state and local government agencies continued to offset losses at the federal level. 

Consumer confidence showed moderate growth in the second quarter of 2014.  The Consumer 
Confidence Index began the second quarter at 82.3,  remained the same in April and May be-
fore rising slightly to 85.2 in June.  This is 5 points higher than at the start of the year when con-
sumer confidence stood at 80.7.  According to the Conference Board, “Consumer confidence con-
tinues to advance and the index is now at its highest level since January 2008 (87.3). June’s in-
crease was driven primarily by improving current conditions, particularly consumers’ assessment 
of business conditions. Expectations regarding the short-term outlook for the economy and jobs 
were moderately more favorable, while income expectations were a bit mixed. Still, the momen-
tum going forward remains quite positive.”  

The U.S. unemployment rate for June 2014 was 6.1 percent, which was higher than the sea-

sonally adjusted rate for Washington State, 5.8 percent.  These rates are down from 7.5 percent 
nationally and 7.0 percent in Washington in June 2013.  The Seattle/Bellevue/Everett provisional 
unemployment rate for June 2014 was 5.3 percent, up from 5.2 percent in June 2013.  The un-
employment rate in Kirkland was 4.7 percent in June 2014, down from 5.3 percent in June 2013, 
and down from 5.3 percent in March 2014.  Note that the Bureau of Labor Statistics (BLS) data 
for the City of Kirkland 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.  Unemployment 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 slowed in the second quarter of 
2014.  After soaring to 68.7 in February, the highest reading in two years, the index declined to 

(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 4.5 percent, less than half the 

Puget Sound average of 14.2 per-

cent, and the lowest in the Puget 

Sound region.  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 

13.2 percent in the second quarter 

of 2014.   

Overall vacancy rates in the Puget 

Sound region have fallen for the 

fourth straight quarter with net 

absorption totaling over 500,000 

square feet.   

The region currently has 

3,109,094 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 grew slightly 

compared to 2013, finishing the 

second quarter up 7.5 percent, an 

increase of $7,000, which put reve-

nues at 42.4 percent of budget. P a g e  7  
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Dollar Percent

2013 2014 Change Change 2013 2014
Totem Lake 2,428,125 2,455,407 27,282       1.1% 30.3% 28.0%

NE 85th St 1,108,153 1,185,590 77,437       7.0% 13.8% 13.5%

Downtown 534,181 581,395 47,214       8.8% 6.7% 6.6%

Carillon Pt/Yarrow Bay 152,007 152,702 695           0.5% 1.9% 1.7%

Houghton & Bridle Trails 219,780 217,527 (2,253)       -1.0% 2.7% 2.5%

Juanita 124,291 125,413 1,122        0.9% 1.5% 1.4%

Kingsgate 88,195      94,560 6,365        7.2% 1.1% 1.1%

North Juanita 116,685     118,690 2,005        1.7% 1.5% 1.4%

Finn Hill 49,117      52,643 3,526        7.2% 0.6% 0.6%

Unassigned or No District:

   Contracting 1,286,797 1,372,280 85,483       6.6% 16.1% 15.6%

   Other 1,903,664 2,415,854 512,190     26.9% 28.5% 32.1%

Total 8,010,995 8,772,061 761,066 9.5% 100.0% 100.0%

Jan - Jun Receipts Percent of Total
Business District
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Economic Environment Update continued 

53.7 in April, before rebounding to 59.6 in May.  Despite the 
decline the index remains healthy, indicated by a score 
above 50, and has done so every month since July 2009.    

Local development activity, in terms of the valuation of 
the City’s building permits for the second quarter of 2014, 
has risen compared to 2013.  This is illustrated in the chart 
to the right.  Development activity has increased across the 
board, with an 18 percent increase in the value of single 
family permits, slightly offset by a 14 percent decrease in 
the value of multi family permits, although the overall dollar 
amount is relatively small.  The largest percentage and over-
all 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, seasonally adjusted Seattle area home 
prices have risen in each of the last 29 months and, as of April 2014, are now 11.2 percent higher than in the previous April.  Even with 
the recent gains, Seattle area home prices are still 12.2 percent lower than their 2007 peak.  

 

Inflation in the Seattle area has risen and is now slightly higher than the national average.  In April 2014, the Seattle all items CPI was 
2.4 percent higher than the previous year compared to the 2.0 percent increase for the U.S. city average.  Core inflation was 2.3 percent 
compared to 1.8 percent for the nation.  The above average inflation rate in Seattle is entirely due to more rapidly rising shelter costs.  

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  J u n e  3 0 ,  2 0 1 4  P a g e  8  

Investment Report 

MARKET OVERVIEW 

Economic activity picked up in the 2nd Quarter with Gross Domes-

tic Product (GDP) increasing at an annual rate of 4 percent com-
pared to the 2.1 percent decline for the first quarter. The Fed 
Funds rate remains at 0.25 percent, where it is expected to stay 
until mid-to-late 2015.  The yield curve flattened slightly with 
rates falling on the short and long end and rising slightly in the 2 
year range.  

 

 

 

 

     

 

 

 

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 increased in the 2nd quarter of 2014 to 
$146.5 million compared to $136.3 million on March 31, 2014. 
The increase in the portfolio is related to the normal cash flows 
of the 2nd quarter, as the first half of property taxes is received 

at the end of April and early May. 

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 Accounts, the State Investment Pool and an 
overnight bank sweep account.  City investment procedures 
allow for 100% of the portfolio to be invested in U.S. Treasury 
or Federal Government obligations. 

53.6
25.8

71.2

150.6

63.0

22.2

107.9

193.0

Single Family Multi Family/Mixed
Use

Commercial Total

Valuation of Building Permits
Second 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

P a g e  9  

 

 

 

 

  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 1.81 years on March 31, 2014 to 1.56 
years on June 30, 2014 as the securities in the portfolio move closer to maturity.  

 

Yield 

The City Portfolio yield to maturity declined slightly to 0.56 percent on June 30, 2014 from 0.59 

percent on March 31, 2014.  Through June 30, 2014, the City’s annual average yield to maturity 

also declined slightly from 0.58 percent to 0.57 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 Invest-

ment Policy adopted by City Council.  The City’s portfolio outperformed both the 90 day T Bill 

and the 2 year rolling average of the 

2 year Treasury Note, which was 0.31 

percent on June 30, 2014.  

The City’s practice of investing fur-

ther out on the yield curve than the 

State Investment Pool results in earn-

ings higher than the State Pool dur-

ing declining interest rates and lower 

earnings than the State Pool during 

periods of rising interest rates.  This 

can be seen in the adjacent graph.  

 

 

  2014 ECONOMIC  
  OUTLOOK and  
  INVESTMENT STRATEGY 

 

The outlook for growth in the 
U.S. economy looks mostly 
unchanged from that of three 
months ago, according to 43 
forecasters surveyed by the 
Federal Reserve Bank of Phila-
delphia. The U.S. economy is 
expected to grow at an annual 
rate of 2.8 percent in 2014 and 
3.1 percent in 2015. CPI infla-
tion is expected to average 2.3 
percent in 2014 and 2.2 per-
cent in 2015. The unemploy-

ment rate is expected to aver-
age 6.3 percent in 2014 and fall 
to 5.7 percent in 2015.  The 
Fed Funds rate, currently at 
0.25 percent, is expected to 
remain at this level throughout 
2014 and into 2015.   

The duration of the portfolio 
remains under 2 years as the 
purchase of longer term securi-
ties in the last quarter of 2012 
continue to move toward ma-
turity.  Investment activity may 
increase in next 2 quarters as 
the City has entered into a con-

tract for investment advisory 
services. Recommendations 
may be proposed by the invest-
ment advisor to rebalance the 
investment portfolio to take 
advantage of rising interest 
rates.  Rebalancing could in-
volve selling some of the low 
performing securities to be 
replaced with securities gener-
ating greater interest returns.   

The opportunities for increasing 
portfolio returns are scarce as 
short term interest rates contin-
ue at historically low levels. 
During periods of low interest 

rates the portfolio duration 
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 0.08 percent and 
will continue to remain low as 
the Fed Funds rate remains at 
0.00 to 0.25 percent.  Total 
estimated 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 is planned to be replenished 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 

13.2 percent behind 2013, six months through the year.  Revenue is still on trending above budget expectations at 76 percent of budget after 
the second quarter. 

 Impact fees are 153 and 202 percent of budget for Park and Transportation respectively.  Despite this strong performance this is 39.3 percent 

below the same period last year for Parks,  while Transportation Impact fees are about 44.4 percent ahead.  There is minimal planned use of 
transportation impact fees for capital projects 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 

The summary to the right details all  
Council  authorized uses and additions 
through June2014 

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 3,382 50,000 (46,618)

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 33,072 250,000 (216,928)

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 12,299,834 17,598,322 (5,298,488)

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 2,073,800 2,225,500 (151,700)

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 16,001,944 10,748,551 5,253,393

Reserves without Targets 35,751,424 35,847,270 35,845,216 n/a n/a

Total Reserves 62,695,423 66,979,966 64,146,994 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

2014 First Quarter Uses $1,369,000

Council Special Projects Reserve $25,000 Nourishing Networks Operating Support

Council Special Projects Reserve $75,300 Totem Lake Economic Impact Study

Council Special Projects Reserve $16,000 Kirkland Performance Center Operating Support

Council Special Projects Reserve $7,000 Imagine Housing

General Fund Contingency $37,500 Salary Survey & Climate Change Population Measures

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 (46,618) 3,382

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

 Council Special Projects Reserve One-time special projects 250,000 178,372 (145,300) 33,072

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

Total General Fund/Contingency 8,677,412 8,500,957 (191,918) 8,309,039

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

Facilit ies Expansion Reserve Special facilit ies expansions reserve 800,000 -             0 0

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

Development Svcs. Technology ReservePermit 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 facilit ies 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/facilit ies 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 (245,312) 2,073,800

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 (2,639,000) 12,659,137

UTILITY RESERVES

Water/Sewer Utility:

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

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 (153,619) 4,426,610

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 (618,619) 19,218,813

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

Facilit ies Maintenance:

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

Facilit ies 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 (3,925,248) 63,054,718

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

Reserves

**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.

Description
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Administration 

 Michael Olson, Deputy Director of 

Finance & Administration 

 Tom Mikesell, Financial Planning 

Manager 

 Neil Kruse, Senior Financial Analyst 

 Kyle Butler, Budget Analyst 

 George Dugdale, Budget Analyst 

     

     

                             

                            

    City of Kirkland 

    123 5th Avenue 

    Kirkland, WA 98033 

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 June 25, 2014 

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

Western Washington, June, 2014 

 Quarterly Economic and Revenue Publication, June 2014—Washington State Economic & Revenue Forecast Council 

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

 CB Richard Ellis Real Estate Services, Market View Puget Sound, Second 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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CITY OF KIRKLAND 
Planning and Community Development Department 
123 Fifth Avenue, Kirkland, WA 98033  
425.587-3225 - www.kirklandwa.gov  

MEMORANDUM 
 
To: Kurt Triplett, City Manager 
 
From:  Angela Ruggeri, Senior Planner 
 Paul Stewart, Deputy Director 
 Eric Shields, Director 
 
Date: September 4, 2014 
 
Subject: COMPREHENSIVE PLAN UPDATE – CITIZEN AMENDMENT 

REQUESTS IN CENTRAL HOUGHTON (FILE CAM13-00465, #14) 
 
RECOMMENDATION 
 

That the Council adopts the attached City Manager’s proposed Resolution to: 
 

 Defer action on Houghton/Everest Neighborhood Center Citizen 
Amendment Requests until the completion of the Comprehensive Plan 
update. 

 Initiate a formal review and update process for the Houghton/Everest 
Neighborhood Center, immediately following the Plan update, and no later 
than January 15, 2016, with the City Council and staff working in 
partnership with the Houghton Community Council, property owners and 
the residents of Everest and Central Houghton. 

 Use the Houghton/Everest Neighborhood Center update process to make 
recommendations to the City Council for the Comprehensive Plan 
amendments and zoning regulations for the Center no later than July 15, 
2016. 

 Have the City Council evaluate the Comprehensive Plan and zoning 
recommendations and forward the recommendations or alternatives to the 
Planning Commission no later than September 15, 2016. 

 Have the Planning Commission consider and hold a public hearing on the 
Comprehensive Plan and zoning recommendations and make a final 
recommendation back to the City Council no later than November 30, 
2016. 

 Have the Council accept, modify or reject the Comprehensive Plan 
amendments and zoning regulations.  Update both the Everest and 

Council Meeting:  09/16/2014 
Agenda:  Unfinished Business 
Item #:  10. a.
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Central Houghton Neighborhood Plans as necessary to reflect any final 
Council action on the Houghton/Everest Neighborhood Center.   

 Leave the existing Comprehensive Plan language and zoning regulations 
affecting the Houghton/Everest Neighborhood Center in both the Everest 
Neighborhood Plan and the Central Houghton Neighborhood Plan 
unchanged until the process outlined above is completed. 

 Evaluate business districts with the Comprehensive Plan EIS, but only 
consider amendments to the general business district policies.  Defer any 
Houghton/Everest Neighborhood Center specific policies and zoning 
regulations to future study as outlined above. 

  
BACKGROUND DISCUSSION 
 

The Comprehensive Plan Update, done approximately every eight years under 
the mandate of the Growth Management Act, is a complete review of the general 
chapter elements of the Comprehensive Plan for consistency with state law and 
regional growth policies.  As part of looking at the adopted land use plan to 
address our assigned growth targets, the Comprehensive Plan Update is an 
opportune time to look at potential changes to the City’s planned land use and 
densities and at development regulations that do not reflect adopted goals and 
policies.  Thus, it is a logical time to consider Citizen Amendment Requests 
(CARs).  
 
The Planning Commission reviewed the CAR applications on July 10, 2014 and 
made a recommendation to the City Council at its July 15, 2014 meeting.  The 
City Council agreed with the Planning Commission’s recommendation including a 
request for more information on two of the CARs in the Central Houghton 
Neighborhood. These CARs are the Markl/Nelson Legacy Group CAR, which 
includes the Houghton Shopping Center (see Attachment 1) and the Waddell 
CAR, which is west of Houghton Shopping Center (see Attachment 2).   
 
PLANNING COMMISSION RECOMMENDATION 
 
After discussing the process options shown in Planning Commission memo for 
the August 14, 2014 meeting, the Planning Commission agreed with the staff 
recommendation, which is to: 
 

 Defer action on Houghton/Everest Neighborhood Center CARs until 
Everest Neighborhood Plan can be updated. 

 Evaluate business districts with the Comprehensive Plan Environmental 
Impact Statement, but only consider amendments to the general business 
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district policies.  Defer neighborhood specific policies and zoning 
regulations to future study. 

 As soon as possible after the completion of the Comprehensive Plan 
update, initiate an update of the Everest Neighborhood Plan and consider 
the entire Houghton/Everest Neighborhood Center.  Prepare zoning 
regulations and design guidelines as part of the update of the 
neighborhood plans. 

 
The full Planning Commission memo from its August 14, 2014 meeting can be 
found at the following link. 
 

http://www.kirklandwa.gov/Assets/Planning/Planning+PDFs/Planning+Commissi
on/Citizen+Amendment+Request+PC+08142014.pdf  
 
HOUGHTON COMMUNITY COUNCIL RECOMMENDATION 
 
The Houghton Community Council (HCC) met on August 25, 2014 to discuss the 
process options for the Houghton/Everest Neighborhood Center CARs and agreed 
with the Planning Commission recommendation above. 
 
CITY MANAGER RECOMMENDATION 
The Houghton/Everest Neighborhood Center CARs and the HCC and Planning 
Commission recommendations were discussed at the Council’s Planning and 
Economic Development Committee (PED) meeting on Monday, September 8.  
The PED Committee members asked the City Manager to consider developing a 
defined amendment framework and community process that would include 
Everest and Central Houghton residents, property owners and the Houghton 
Community Council and result in final decisions that create certainty for all 
parties.    
 
The attached Resolution is the City Manager’s proposed framework to accomplish 
these goals.  The City Manager’s framework Resolution varies somewhat from 
the HCC and Planning Commission recommendations by focusing on the 
Houghton/Everest Neighborhood Center issues, rather than a general update of 
the Everest Neighborhood Plan.  The Resolution also prioritizes this effort for the 
City staff and Planning Commission immediately after the Comprehensive Plan 
update is concluded, and no later than January 15, 2016.  The process is 
designed to be completed by the end of 2016.  If approved, staff will further 
define the process in partnership with the HCC, neighborhoods and land owners.   
 
ATTACHMENTS 
 

1. Map - Nelson CAR 
2. Map - Waddell CAR 
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RESOLUTION R-5067 
 
 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF KIRKLAND 
RELATING TO PLANNING AND LAND USE AND ACCEPTING THE 
RECOMMENDATION OF THE KIRKLAND PLANNING COMMISSION TO 
DEFER ACTION ON THE HOUGHTON/EVEREST NEIGHBORHOOD 
CENTER CITIZEN AMENDMENT REQUESTS UNTIL THE COMPLETION 
OF THE COMPREHENSIVE PLAN (FILE CAM13-00465, #14). 
 
 WHEREAS, the City is updating its Comprehensive Plan, the 
guiding policy document to direct growth and development in Kirkland 
over the next 20 years; and  
 
 WHEREAS, the City accepted Citizen Amendment Requests that 
proposed property-specific changes to the land use map/zoning map, 
existing Plan goals and policies and/or zoning regulations as part of 
the Plan update process; and  
 
 WHEREAS, the Kirkland Planning Commission reviewed the 
Citizen Amendment Requests at its July 10, 2014, meeting; and 
 
 WHEREAS, the City Council considered the Planning 
Commission recommendations at the July 15, 2014, Council meeting; 
and 
 
 WHEREAS, City Council agreed with the recommendations of 
the Planning Commission on the Citizen Amendment Requests, 
including a recommendation that staff return to the Planning 
Commission with options for handling the Houghton/Everest 
Neighborhood Center review including the two Citizen Amendment 
Requests within the Central Houghton Neighborhood; and   
 
 WHEREAS, following additional review at its August 14, 2014, 
meeting, the Planning Commission recommended that action be 
deferred on the Houghton/Everest Neighborhood Center Citizen 
Amendment Requests until the completion of the Comprehensive Plan 
update when the Everest Neighborhood Plan can be updated; and 
 
 WHEREAS, the Houghton Community Council met on August 
25, 2014, to discuss the process options for the Houghton/Everest 
Neighborhood Center Citizen Amendment Requests and agreed with 
the recommendation of the Planning Commission; and  
 
 WHEREAS, the existing Central Houghton Neighborhood Plan 
establishes goals and policies for the Houghton/Everest Neighborhood 
Center and the Houghton Center which need to be harmonized and 
coordinated with the Everest Neighborhood Plan; and  
 
 WHEREAS, the Everest Neighborhood Plan, along with all other 
Neighborhood Plans in the City, is being updated as part of the 
Comprehensive Plan update process; and 
 
 WHEREAS, accepting the recommendations of the Houghton 
Community Council and the Planning Commission to defer the Central 

Council Meeting:  09/16/2014 
Agenda:  Unfinished Business 
Item #:  10. a.
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Houghton Neighborhood Citizen Amendment Requests would allow for 
the update of the Everest Neighborhood Plan except for the areas of 
Everest that are included in the Houghton/Everest Neighborhood 
Center; and   
 
 WHEREAS, in order to provide certainty and predictability in 
land use, the City Council wishes to work with the Houghton 
Community Council, property owners and residents of Central 
Houghton and Everest to consider the entire Houghton/Everest 
Neighborhood Center following the completion of the Comprehensive 
Plan update. 
 
 NOW, THEREFORE, be it resolved by the City Council of the 
City of Kirkland as follows: 
 
 Section 1.  Action will be deferred on the Houghton/Everest 
Neighborhood Center Citizen Amendment Requests until the 
completion of the Comprehensive Plan update.   
 

Section 2.  Immediately following the Plan update, and no later 
than January 15, 2016, the City Council and staff shall initiate a formal 
public review and update process for the Houghton/Everest 
Neighborhood Center in partnership with the Houghton Community 
Council, property owners and the residents of Everest and Central 
Houghton.   

 
Section 3.  The Houghton/Everest Neighborhood Center update 

process shall result in recommendations to the City Council for 
Comprehensive Plan amendments and zoning regulations for the 
Houghton/Everest Neighborhood Center no later than July 15, 2016. 

 
Section 4.  The City Council shall evaluate the Comprehensive 

Plan amendments and zoning regulations and shall forward the 
recommendations or alternatives to the Planning Commission no later 
than September 15, 2016.   

 
Section 5.  The Planning Commission shall consider and hold a 

public hearing on the Comprehensive Plan amendments and zoning 
regulations and shall make final recommendations back to the Council 
no later than November 30, 2016.   

 
Section 6.  The Council may accept, modify or reject the 

Comprehensive Plan amendments and zoning regulations.  Both the 
Everest and Central Houghton Neighborhood Plans will be updated as 
necessary to reflect any final Council action on the Houghton/Everest 
Neighborhood Center. 

 
Section 7.  The existing Comprehensive Plan language and 

zoning regulations affecting the Houghton/Everest Neighborhood 
Center in both the Everest Neighborhood Plan and the Central 
Houghton Neighborhood Plan shall remain unchanged until the 
process outlined above is completed.  
 
 Section 8.  The scope of the Comprehensive Plan 
Environmental Impact Statement will include an evaluation of business 
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districts, but any Houghton/Everest Neighborhood Center-specific 
policies and zoning regulations will be deferred from the 
Comprehensive Plan to the process outlined above.  
 
 Passed by majority vote of the Kirkland City Council in open 
meeting this _____ day of __________, 2014. 
 
 Signed in authentication thereof this ____ day of __________, 
2014.  
 
 
    ____________________________ 
    MAYOR 
 
Attest: 
 
 
______________________ 
City Clerk 
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CITY OF KIRKLAND 
City Manager's Office 
123 Fifth Avenue, Kirkland, WA  98033  425.587.3001 
www.kirklandwa.gov 

 
 
MEMORANDUM 
 
To: Kurt Triplett, City Manager 
 
From: Kari Page, Neighborhood Outreach Coordinator 
 
Date: September 4, 2014 
 
Subject: UPCOMING CITY COUNCIL MEETING WITH THE CENTRAL HOUGHTON 

NEIGHBORHOOD  
 
RECOMMENDATION:   
 
City Council finalizes the agenda for the City Council Meeting with the Central Houghton 
Neighborhood. In addition, Council confirms the City Council Meeting date with the 
Kingsgate/Evergreen Hill/Totem Lake Neighborhoods. 
 
BACKGROUND: 
 
The City Council is scheduled to meet with the Central Houghton Neighborhood Association, 
Wednesday, October 1, 2014 6:45–8:45 p.m. at Houghton Fire Station, 6602 108th Avenue NE.  
 
Unless otherwise instructed by Council, staff will continue to format the meetings as previously 
done.   
 
The agenda for the meeting is as follows: 
6:45-7:00 p.m. Informal Casual Conversations   
7:00-7:05 p.m. Welcome and Introduction - Mayor Amy Walen 
7:05-7:10 p.m. Comments from Carol Buckingham Central Houghton Neighborhood Chair 
7:10-7:30 p.m. Introductions from City Council Members 
7:30-8:45 p.m. General Discussion and Questions from Audience 
8:45 p.m. Social Time 
 
The following topics were submitted by the Central Houghton Neighborhood Association Board. 
These will be added to the list of questions submitted online by residents and answers will be 
distributed at the meeting and posted online.   
 
Central Houghton Neighborhood topics: 

1. What is the plan for the Houghton/Everest Shopping Center neighborhood plan update 
process including community involvement? 

2. What can be done to improve current traffic congestion on 108th Avenue NE? 
3. What can be done to improve current traffic congestion on NE 68th Street at the 

intersection with 106th Avenue NE? 
4. How does the City work with the Lake Washington School District on overcrowding in 

schools as development occurs (especially what may be coming as a result of the Transit 
Oriented Development housing project). 

Council Meeting: 09/16/2014 
Agenda:  Unfinished Business 
Item #:  10. b.
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5. What is the status of the Cross Kirkland Corridor Interim Trail Construction? 
6. What is the status of the SRM Development project (at Google), public improvements on 

the CKC, and the street improvements?   
7. What is the Kirkland 2035 (Comprehensive Plan update process) saying about 

density/growth management in Kirkland?   
 
2014 City Council Meetings with the Neighborhoods 
 
Complete: 
 

South Rose Hill/Bridle Trails: 
March 11, 2014 
LW Methodist Church, 7525 132nd Ave NE 
 
Market Neighborhood: 
May 21, 2014  
Heritage Hall, 203 Market Street 

 
Pending: 

 
Central Houghton: 
October 1, 2014 
Houghton Fire Station, 6602 108th Ave 
 
Kingsgate/Evergreen Hill/Totem Lake: 
November 19, 2014 
Kirkland Justice Center, 11740 NE 118th Street 

 
Attachment A outlines the timeline for receiving the questions and answers in advance of the 2014 
meetings and a map of the areas.  If you have any suggestions or changes to this schedule, please 
contact Kari Page at (425) 587-3011.   
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   Attachment A 

City Council Meetings with the Neighborhoods 

2014 Schedule 

M T W T F S S  M T W T F S S  M T W T F S S  M T W T F S S 

JANUARY  FEBRUARY  MARCH  APRIL 

  1 2 3 4 5       1 2       1 2   1 2 3 4 5 6 

6 7 8 9 10 11 12  3 4 5 6 7 8 9  3 4 5 6 7 8 9  7 8 9 10 11 12 13 

13 14 15 16 17 18 19  10 11 12 13 14 15 16  10 11 12 13 14 15 16  14 15 16 17 18 19 20 

20 21 22 23 24 25 26  17 18 19 20 21 22 23  17 18 19 20 21 22 23  21 22 23 24 25 26 27 

27 28 29 30 31    24 25 26 27 28    24 25 26 27 28 29 30  28 29 30     

                31               

       MAY  JUNE  JULY  AUGUST  

   1 2 3 4        1   1 2 3 4 5 6      1 2 3 

5 6 7 8 9 10 11  2 3 4 5 6 7 8  7 8 9 10 11 12 13  4 5 6 7 8 9 10 

12 13 14 15 16 17 18  9 10 11 12 13 14 15  14 15 16 17 18 19 20  11 12 13 14 15 16 17 

19 20 21 22 23 24 25  16 17 18 19 20 21 22  21 22 23 24 25 26 27  18 19 20 21 22 23 24 

26 27 28 29 30 31   23 24 25 26 27 28 29  28 29 30 31     25 26 27 28 29 30 31 

        30                       

       SEPTEMBER   OCTOBER  NOVEMBER  DECEMBER  

1 2 3 4 5 6 7    1 2 3 4 5       1 2  1 2 3 4 5 6 7 

8 9 10 11 12 13 14  6 7 8 9 10 11 12  3 4 5 6 7 8 9  8 9 10 11 12 13 14 

15 16 17 18 19 20 21  13 14 15 16 17 18 19  10 11 12 13 14 15 16  15 16 17 18 19 20 21 

22 23 24 25 26 27 28  20 21 22 23 24 25 26  17 18 19 20 21 22 23  22 23 24 25 26 27 28 

29 30       27 28 29 30 31    24 25 26 27 28 29 30  29 30 31     

 

Neighborhood Meetings Dates  Milestones 

 

South Rose Hill/Bridle Trails: 
March 11, 2014 COMPLETE 
LW Methodist Church, 7525 132nd Ave NE 

  Residents receive mailing and submit questions 

 

Market Neighborhood: 
May 21, 2014 PENDING  
Heritage Hall, 203 Market Street 

  Regular Council meeting to finalize agenda 

 

Central Houghton: 
October 1, 2014 
Houghton Fire Station, 6602 108th Ave 

  Directors answer questions from residents 

 

Kingsgate/Evergreen Hill/Totem Lake: 
November 19, 2014 
Kirkland Justice Center, 11740 NE 118th 
Street 
 

  City Council receives questions and answers 

    City Council Meeting with the Neighborhood 
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CITY OF KIRKLAND 
Department of Public Works 
123 Fifth Avenue, Kirkland, WA  98033  425.587.3800 
www.kirklandwa.gov 

 
 

MEMORANDUM 
 
To: Kurt Triplett, City Manager 
 
From: Julie Elsom, Senior Operation and Finance Analyst 
 Marilynne Beard, Interim Public Works Director 
 
Date: September 8, 2014 
 
Subject: 2015 - 2016 UTILITY RATES PART II  
 
RECOMMENDATION 
 
Staff recommends that the City Council reviews the proposed 2015-2016 Surface Water, Sewer 
and Water rates and provides direction to staff for final adoption at a future Council meeting. 
 
BACKGROUND 
 
In preparation for the budget process, City staff has been updating the utility rate projections 
for 2015-2016 for all four City utilities (water, sewer, surface water and solid waste). 
Consultants assisted with the process as needed. At the September 2 meeting, Council received 
a general overview of the rate setting process and a summary of the proposed solid waste 
rates. At the September 16th meeting, the proposed utility rate recommendations for water, 
sewer and surface water will be reviewed.  
 
A summary of the recommended single family rates are shown below, followed by a detailed 
description of each utility’s financial and programmatic factors that were considered in the rate 
proposal:  
 

  2014 

Monthly 

Rate* 

  2015 

Proposed 

Rate 

Monthly 
impact $ 

% 
increase 

 2016 

Proposed 

Rate 

Monthly 
impact $ 

% 
increase  

Water $ 39.95    $ 41.91  $ 1.96  4.9%  $ 43.30  $ 1.39  3.3% 

Sewer 65.41   68.15 2.74 4.2%  68.91 0.76 1.1% 

Surface Water 15.60   16.22 0.62 4.0%  16.87 0.65 4.0% 

Solid Waste** 22.25   23.05 0.80 3.6%  23.87 0.82 3.6% 

Subtotal $ 143.21  
  

$ 149.33  $ 6.12  4.2%   $ 152.95  $ 3.62  3.0% 

      

 

   

Effective Utility Tax* 15.72   16.40 0.68    16.80 0.40   

KC Hazardous Waste 1.08   1.08 0.00    1.08 0.00   

TOTAL $ 160.01  $ 166.81 $ 6.80 4.2%  $ 170.83 $ 4.02 2.4% 

* Effective Utility Tax rate varies among the utilities. Water 13.38%, Sewer 10.50%, Surface Water 7.5%, Solid Waste 10.5% 
** Solid waste rates are based on the 35 gallon cart, weekly pickup, this is the most popular cart size 

Council Meeting:  09/16/2014 
Agenda:  Unfinished Business 
Item #:  10. c.
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2015-2016 Utility Rate Development 
 
The process of developing the 2015-2016 proposed rates was based on a combination of the 
financial performance of the utilities over the past several years, needs identified through 
updating the Surface Waster Master Plan and the Water System Plan, and contractual 
obligations. The rates were designed to ensure the future financial integrity of the utility, 
keeping in mind impacts on ratepayers. The rates developed reflect the following overarching 
principles: 
 

1) Fully fund ongoing operations  

2) Maintain or replenish reserves 

3) Maintain or enhance capital contributions 

4) Achieve modest and steady rate adjustments rather than periodic large increases 

5) Reduce or maintain customer cross-subsidies 

 
 
SURFACE WATER: 
 
The Surface Water Utility rate recommendation reflects continuation of basic services and 
implementation of the recommendations contained in the Draft Surface Water Master Plan 
update. A combination of existing rate revenue, proposed reserves and a modest rate increase 
is sufficient to implement the plan over the coming ten year period. 
 
The current monthly surface water rate for single family residential is $15.60; there was no rate 
increase for 2013 or 2014.   
 
Budget 
 
The Surface Water Budget is approximately $9 million per year with 60% dedicated to ongoing 
operations including system maintenance and engineering and education and outreach 
programs. The surface water management fee is billed by King County on the property tax bill.  
The City pays King County a fee for this service. Another 30%, or $2.5 million, is transferred to 
the surface water capital projects fund for surface water capital facilities. The remaining 9% is 
composed of taxes and fees collected and passed through to the State of Washington and other 
City Funds:  
 

 The City collects a utility tax that is charged on the utility bill and then transferred from 

the utility fund to the General Fund; and 

 The State of Washington imposes a B&O tax on the “gross revenues” of the utility. 
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The following chart is a proportionate representation of the Surface Water budget: 

 
 

 
 
 
2015-2016 Utility Rate Assumptions in support of fiscal policies 
 
 
System Reinvestment Funding (Goal: 1.0 times the annual depreciation expense) 
The target annual system reinvestment funding is 1.0 times the annual depreciation expense. 
The City is currently meeting this target. The proposed rates assume the current practice will 
continue. The purpose of a system reinvestment policy is to fund replacement of aging system 
facilities and ensure sustainability of the system for ongoing operations. Annual depreciation is 
intended to recognize the consumption of utility assets over their useful lives.  
 
Surface Water Master Plan Update  
The draft Surface Water Master Plan update is under review.  An overview of the findings and 
recommendations was provided to the City Council at the September 2 meeting. The updated 
plan reflects the 2011 annexation of Finn Hill, Juanita and Kingsgate and the requirements of 
the National Pollutant Discharge Elimination System (NPDES) permit requirements. Many 
program and capital project additions were recommended to reduce flooding, improve water 
quality, protect and maintain infrastructure, and improve aquatic habitat conditions. It is 
important to note that NPDES permit holders are required to implement Capacity, Management, 
Operation and Maintenance (CMOM) programs; therefore, there is also an impact to the 
wastewater utility rates. CMOM programs are described in more detail under the wastewater 
section of this memo.  
 
Program additions were identified as either ‘required’ or ‘augmented’. ‘Required’ additions are 
those expenditures necessary to maintain the minimal level of service and to comply with 
conditions of the NPDES permit requirements by the June 2018 deadline. ‘Augmented’ services 
enhance the current level of service or make implementation of the requirements easier and 
more efficient.  
 
 

City Services

59%

Capital

30%

Utility Taxes

7%

State Taxes

2%
King County Billing 

Service

2%
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Required Program Additions 
 
Required program recommendations are largely related to maintenance of infrastructure, with 
system inspection and ditch maintenance being the largest operating expenses identified, as 
well as the highest-priority items.  
 
System inspection of pipes is the use of a close circuit camera (CCTV) truck and crew to 
inspect surface water and sewer pipes. Inspection is critical and serves several purposes 
including inspection of pipes prior to overlay to ensure necessary repairs are concurrent with 
street construction, to help plan for system replacement and to satisfy requirements of the 
NPDES permit and CMOM programs. Inspection helps to identify failing infrastructure and cross 
bores. Cross bores occur when one utility becomes inadvertently installed through or damages 
another pre-existing utility. Inspection identifies the need for repair or replacement before 
failure results in flooding, sanitary sewer overflows or other system impacts. Inspection data 
should be updated on an approximate 10 year cycle to ensure pipes have not deteriorated to a 
point where repair or replacement is necessary. The NPDES permit requires that at least 10% of 
the total system be inspected per year. Over the last seven years less than 20% of the system 
has been inspected with the City’s one camera truck and crew. As more of the system is 
inspected, additional needs may be identified. The Proposed program includes a new TV 
inspection truck and a 2-person crew. Related costs will be shared 50/50 with the Wastewater 
Utility.     
 
Ditch Maintenance is necessary to prevent flooding and protect water quality. The rate 
proposal funds ditch maintenance needs in the annexation area and along the CKC. The 
annexation area and the CKC contain some 98 miles of ditches, which represents a 126% 
increase over the length in pre-annexation Kirkland. The ditching program includes the 
purchase of equipment, including a backhoe and a multiuse dump truck, and a 4-person crew 
to provide maintenance and required flagging.   
 
Onetime costs include other programs such as adoption of updated stormwater design 
regulations and review of codes for incorporation of low impact development stormwater 
features which are mandatory requirements of the NPDES Phase II Municipal Stormwater 
Permit. One-time investments are assumed to be funded from existing reserves.   
 
 

 Total Surface Water Sewer 

System Inspection  2.0 FTE’s 1.0 FTE 1.0 FTE 

Ditch Maintenance 4.0 FTE’s 4.0 FTE  

Total Staffing 6.0 FTE’s 5.0 FTE 1.0 FTE 
    

Total ongoing cost $720,000 $600,000 $120,000 

Onetime cost – Equipment $760,000 $580,000 $180,000 

Onetime cost – LID related $100,000 $100,000  
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Augmented Program Additions 
 
Augmented program additions are enhancements to the surface water operations that 
implement the recommendations of the Surface Water Master Plan Update. 
 
A Surface Water Inspector will allow time-critical inspections of facilities required per NPDES 
after large storm events. Storms trigger the need to inspect and measure sediment buildup in 
all tanks, vaults, filter vaults and ponds. In addition, the entire storm water conveyance and 
treatment system must be inspected every 5 years city-wide. The program will assist with fats, 
oils and grease (FOG) and NPDES inspection and will be split between the Waste Water Utility 
and Surface Water Utility. The relationship of this position to FOG is discussed under the Waste 
Water section of the memo. The addition includes one staff person and a vehicle equipped with 
the proper supplies and gear to respond quickly to emergency spills, reducing the potential for 
water quality issues in the surface water system. 
 
Surface Water Engineer is listed as augmented however, this person could take the place of 
a consultant for some of the one-time required items. This position would assist with needs 
associated with implementation of the NPDES Permit and programs identified in the Surface 
Water Master Plan update. 
 
Several onetime studies and programs were identified that help to achieve the major goals 
of the plan: reduced flooding, improved water quality, infrastructure maintenance, and improve 
habitat. 
 
 

 Total Surface Water Sewer 

Inspector FOG/NPDES 1.0 FTE 0.50 FTE 0.50 FTE 

Surface Water Engineer 1.0 FTE 1.00 FTE  

Total Staffing 2.0 FTE’s 1.50 FTE 0.50 FTE 
    

Total ongoing cost $195,000 $150,000 $45,000 

One time cost – Equipment $220,000 $220,000  

One time cost –  Studies $420,000 $420,000  

 
 
Other Activities 
Consistent with the findings of the Surface Water Comp Plan Policy review, staff recommends 
continuing financial support of half a Planner and half of the Urban Forester positions as long as 
the services provided are related to mitigating the impacts of storm and surface water runoff.  
 
Regional Detention Project - Forbes Creek in addition to the capital projects discussed 
above, a $10 million Regional Detention Project was identified. Due to the size of the project, 
the recommendation is to use a combination of debt and reserves to fund the project in the 
future.  
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Reserves  
 
The operating reserve target is 180 days of cash operating expenses, excluding all capital 
transfers and rate-funded system reinvestment. The average target over the 10 year planning 
horizon is $4 million. Current operating reserves are $4.4 million.  
 
The capital reserve target is 10% of the 6 year CIP, not including surface water 
transportation projects. The average target over the 10 year planning horizon is $2 million. 
Current capital reserves are almost $8 million, including funds for surface water capital and 
surface water transportation capital. 
 
The technical infeasibility of several large capital projects, consistent revenue receipts and 
customer growth have all contributed to the gradual accumulation of cash reserves over the last 
several years. The accumulated reserves are proposed as the funding source for many of the 
one-time programs and capital projects proposed in the Surface Water Master Plan update. Use 
of reserves will mitigate future rate increases over the life of the plan, while still maintaining 
reserves at target levels. 
 
Transportation Capital Contribution Reduction 
Much of the surface water conveyance system is constructed in conjunction with City street 
projects; therefore, historically $950,000 has been transferred to Capital and set aside for the 
surface water related portion of Transportation projects. Over the last several years the actual 
average expense has been under $500,000 per year. This has resulted in the accumulation of 
$4.7 million in reserves, set aside for Surface Water Transportation Projects.  
 
The Transportation Master Plan update is currently underway, which includes an updated 2014–
19 transportation improvement plan. Based on the revised plan, the average annual capital 
expenditure for surface water purposes is estimated at $495,000. In order to more closely 
reflect current annual surface water costs associated with transportation projects, staff 
recommends a reduction in the transfer from $950,000 to $500,000 to better align with past 
actual expenditures and future projections.  In addition, staff recommends the use of 
accumulated reserves for all surface water projects rather than segregating reserves between 
surface water and transportation purposes.  
 
RATE SCENARIOS 
 
There are several alternatives to implementing the recommendations identified in the Surface 
Water Master Plan (SWMP) depending on how quickly the City Council wants to implement the 
plan and the associated rate impacts. The consultants that analyzed the financial condition of 
the Utility and the costs of implementing the SWMP recommendations developed a rate model 
that allows for testing different rate policies. Based on available cash resources in the Utility 
capital fund and the most immediate operating needs, the consultants identified annual rate 
increases that range from 0% to 11% over the next ten years to implement the plan.  As an 
alternative to fluctuating rate increases, the consultants proposed a “smoothing” policy that 
calls for steady but modest rate increases of 4% per year. The following chart shows the 
difference between funding the SWMP implementation on a cash flow basis and a smoothed 
rate over time. Both scenarios assume implementation of SWMP programs in time to comply 
with the NPDES deadlines and funds other projects and programs over time. 
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City Council reviews rates every two years and the need for the 4% annual increase in future 
years will be reevaluated with the next biennial budget. 
 
This rate analysis includes the following assumptions: 

 The surface water transportation transfer is reduced to $500,000,  
 Use of available cash reserves to fund one time operating costs and capital projects,  

 Accumulated reserves set aside for the surface water component of transportation 
capital projects are available for all surface water capital projects, and 

 Operating and capital reserve levels are maintained.  

 
Proposed Rates 
 
Staff is proposing a rate increase of 4% per year in 2015 and 2016 (compared with a 0% in 
2015 and 7% in 2016 per the “cash flow” approach).  The modest rate increase is made 
possible through the reallocation of transportation capital funding to operations and the use of 
accumulated capital reserves that resulted from the technical infeasibility of several larger past 
CIP projects.   
 
The following is a summary of the impact of the recommended rate increase to single family 
residents:  
 

 2014 
Recommended 

2015 
Recommended 

2016 

Typical Monthly Bill $ 15.60 16.22 16.87 

Monthly $ increase:   0.62 0.65 

Percentage increase:    4.0% 4.0% 
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*Typical Single Family monthly bill before utility tax 
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Multifamily and commercial bills will increase by the same percentage amount. It should be 
noted that the rate proposal is to adopt both 2015 and 2016 rates and that all rates are 
reviewed every two years as part of the budget process. 
 
The graph that follows illustrates how Kirkland’s annual surface water cost (including utility tax) 
compares to the rates charged by other utilities in 2014:  
 
 

ANNUAL RESIDENTIAL SURFACE WATER UTILITY BILL 
(Including utility charges and utility tax) 

 

 
 

 
*annual typical single family surface water bill including utility tax 

 
 
WASTEWATER: 
 
The wastewater (sewer) utility provides for Kirkland’s share of the regional wastewater 
collection, treatment, disposal, and bio-solids reuse program that is administered by the 
Wastewater Treatment Division of King County (KCWTD).  In addition, the utility allows for the 
construction, operation and maintenance of the City’s local wastewater collection and 
transmission system.   
 
The current monthly sewer rate for single family residential is $65.41; the effective utility tax is 
10.5%. The last rate increase was in 2013 and reflected the King County Council adopted rate 
increase for sewage treatment of 10% and continued phase-in of capital reinvestment funding 
based on the annual depreciation of assets.  
 
Budget 
 
The annual sewer utility budget is approximately $12.5 million. Approximately 58% of the 
annual expenditures are payments made to KCWTD for regional wastewater services.  Another 
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20% is for ongoing operations and maintenance. The contribution to capital projects accounts 
for 11% of the budget. The remaining 11% is composed of taxes and fees collected and passed 
through to the State of Washington and other City Funds:  

 The City collects a utility tax that is charged on the utility bill and then transferred from 

the utility fund to the General Fund; and 

 The State of Washington imposes a B&O tax and public utility tax on the utility. 

 
The following chart is a proportionate representation of the Wastewater budget: 
 

 
 
 
 
2015-2016 Utility Rate Assumptions in support of fiscal policies 
 
King County Wastewater Treatment (KCWTD) 
The King County Council recently adopted a rate increase taking the monthly rate from $39.79 
in 2014 to $42.03 for 2015 and 2016 (a 5.6% increase). Some of the key factors contributing to 
the rate increase are:  

a. Implementation of “Our Waters” program: The program intent is to engage 
residents, businesses, community organizations, and customers in actively 
working to improve water quality in the KCWTD service area.  

b. Compliance with the Federal Consent Decree to complete its remaining 
Combined Sewer Overflow control projects. 

 
System Reinvestment Funding (Goal: 1.65 times the annual depreciation expense) 
The target annual system reinvestment funding is 1.65 times the annual depreciation expense. 
The City continues to implement incremental increases of .05 in order to gradually phase in 
meeting this target. The current level of funding is $1.6 million or 1.2 times the annual 
depreciation expense, this will increase to $1.9 million or 1.3 times the annual depreciation 
expense in 2016. The multiplier applied to the depreciation expense recognizes that the cost to 
replace infrastructure over time will be higher than the original cost on which depreciation is 
based.  
 

King County Metro
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City Services

20%
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11%
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10%
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Shared Costs Resulting from the Surface Water Master Plan Update  
The Surface Water Master Plan update identified several program additions necessary to comply 
with the requirements of the NPDES permit. NPDES permit holders are required to implement 
Capacity, Management, Operation and Maintenance (CMOM) programs. CMOM programs are to 
assure that a sewage system is properly managed, operated and maintained at all times, has 
adequate capacity to convey peak flows, and all feasible steps are taken to eliminate excessive 
infiltration and inflow from the system with a goal of eliminating sewer overflows. The following 
Sewer additions were identified as necessary to support plan implementation: 
 
 

 Sewer 

System Inspection  1.00 FTE 

FOG Inspector  0.50 FTE 

Total Staffing 1.50 FTE 

  

Total ongoing cost $165,000 

One time cost – Equipment $180,000 

 
 
 
Required Program additions 
 
System inspection must be completed every five years. CCTV inspection has been identified 
as the most cost effective way to comply. In addition, information pertinent to meeting other 
CMOM requirements will be obtained. Television inspection is an aide in identifying lines with 
obstructions, with corrosion problems and with potential for failure. This program includes a 
new CCTV inspection truck and a 2-person crew to be shared 50/50 with the Surface Water 
Utility. The Wastewater Utility’s share is identified in the above table and includes 1 person and 
half of the new CCTV truck. 
 
The Inspector was identified as an “augmented” service under Surface Water because it is not 
required per state or federal regulations related to surface water, however, the inspector is 
required per CMOM. The inspector is considered a preventative maintenance measure to reduce 
sanitary sewer blockages and reduce maintenance costs. The inspector will assist business with 
the Fats, Oils and Grease (FOG) program compliance. FOG buildup in pipes causing clogs, 
backups and wastewater overflows and spills onto private property, streets and into local 
surface waters. FOG buildup increases the cost of maintaining the system. Current sewer staff 
conducts FOG inspections, however inspection requirements have increased and new FOG 
generators continue to be added to the program. Current staff can no longer absorb the duties 
without significantly impacting other maintenance and operations tasks. This program includes 
a half time position to assist with inspections.  
 
 
 
 

E-page 90



Memorandum to Kurt Triplett, City Manager 
September 8, 2014 

Page 11 
 

 

 

PROPOSED RATES 
 
Staff is proposing adoption of rates for two years. The following is a summary of the impact of 
the recommended rate increase to an average single family residential customer.  
 

  2014 
Recommended 

2015 

Recommended 

2016 

Typical Monthly Bill $ 65.41 68.15 68.91 

Monthly $ increase:  2.74 0.76 

Percentage increase:    4.2% 1.1% 

 
 
 
Multifamily and commercial bills are expected to increase by the same overall percentage. 
 
 
 
WATER  
 
The water utility provides for construction, replacement, and rehabilitation of water distribution 
and storage facilities, funds the purchase of water from the Cascade Water Alliance (CWA), and 
ongoing maintenance and operations of the water utility infrastructure.  City participation in 
CWA allows Kirkland to have a voice and a vote over reliable and adequate drinking water 
supplies.   
 
The current monthly water rate for single family residential is $39.95; the effective utility tax is 
13.38% (which includes a component for fire hydrant maintenance). The last rate increase was 
in 2014 and reflected Cascade Water Alliance rate increase for the purchase of water and 
continued phase-in of funding for the City’s annual capital reinvestment based on depreciation 
of assets. 
 
Budget 
 
The annual Water utility budget is approximately $12 million. Approximately 37% of the annual 
expenditures are payments made to CWA for membership dues and the purchase of water. 
Another 7% is for the regional capital facility charges imposed by CWA for all new water 
connections; this fee is collected by the City but passed through to CWA. Kirkland’s direct costs 
for maintenance and operations account for 31% of the annual expenditures.  The contribution 
to capital accounts for 11% of the budget. The remaining 14% is composed of taxes and fees 
collected and passed through to the State of Washington and other City Funds:  

 The City collects a utility tax that is charged on the utility bill and then transferred from 

the utility fund to the General Fund; and 

 The State of Washington imposes a B&O tax and public utility tax on the utility. 

 
 
 
 

*Typical Single Family monthly bill before utility tax 
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The following chart is a proportionate representation of the Waste Water budget: 
 

 
 
 
2015-2016 Utility Rate Assumptions in support of fiscal policies 
 
Cascade Water Alliance (CWA) 
Rate increases proposed by CWA for Kirkland are 3.7% in 2015 and 3.3% in 2016. Key factors 
contributing to the rate increase are smoothing of previous years debt issued for purchase of 
water and Lake Tapps operations.  

 
System Reinvestment Funding (Goal: 1.25 times the annual depreciation expense) 
The target annual system reinvestment funding is 1.25 times the annual depreciation expense. 
The City continues to implement incremental increases of .05 in order to gradually phase in 
meeting this target. The current level of funding is $1.4 million or 1.1 times the annual 
depreciation expense, which will increase to $1.7 million or 1.2 times the annual depreciation 
expense in 2016.   
 
Water System Plan  
The recommendation is consistent with the Water System Plan update currently underway, 
which will be presented to the City Council on October 7.   
 
Cross subsidization 
Over the last several months, consultants conducted a review of the cost recovery by customer 
class. Findings indicate that some cross-subsidy exists between rate classes (see Attachment I 
for a more detailed description of the consultant’s findings).  For rates to reflect a true cost of 
service, a significant shift in cost recovery from multi-family and commercial customers to 
residential and irrigation customers is necessary. The following chart shows relative cost 
recovery levels by customer class assuming an overall 3% increase in rates:  
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Customer  
Class 

2015 

Across the 
Board Rate 

Cost of 
Service Rate 

Residential 2.9%   12.9% 

Multi-Family 2.9% -16.4% 

Commercial 2.9% -12.6% 

Irrigation 2.9%   28.7% 

Rate Impact 2.9%     2.9% 

 
 
As shown in the table above, residential rates would need to increase 13% and irrigation 29%, 
while multi-family and commercial rates would need to decrease 16% and 13%, respectively, to 
implement a true cost of service rate and generate adequate revenue. Irrigation usage tends to 
be the most volatile usage from year to year – i.e. from a revenue stability perspective it is less 
reliable revenue. The existing rates are based on a structure that was established many years 
ago and the gradual shift in cost recovery among classes can be attributable to the evolution of 
the City’s customer base over time both in terms of which classes have grown relative to others 
and how water usage patterns have changed. Results suggest peak capacity needs may be 
driving the cost structure, as single family residential and irrigation customers bear a greater 
share of peak capacity costs than base capacity costs.  
 
Rather than significantly reducing rates for multifamily and commercial customers, the 
consultant suggests a multi-year strategy to phase in true cost of service rates. The 
recommendation for 2015 and 2016 is to maintain the current multi-family and commercial 
rates (0% rate increase) and increase single-family residential and irrigation rates by an amount 
needed to generate the required revenue to meet the water utility budget. The following chart 
shows the recommendation by customer class:   
 
 

Class 

2015 
2015 Phase  

In COS 

  
2016 Phase  

In COS ATB 
Rate 

COS Rate   

Residential 2.9% 13.0% 4.9%   3.3% 

Multi-Family 2.9% -16.4% 0%   0% 

Commercial 2.9% -12.6% 0%   0% 

Irrigation 2.9% 29.0% 4.9%   3.3% 

Rate Impact 2.9% 2.9% 2.9%   2.0% 

 
 
Although this rate proposal does not eliminate the cross-subsidy, it begins to realign rates 
without too great of an impact to customers.  
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PROPOSED RATES 
 
Staff is proposing adoption of rates for two years. The following is a summary of the impact of 
the recommended rate increase to an average single family residential customer.  
 
 

  2014 
Recommended 

2015 

Recommended 

2016 

Typical Monthly Bill $ 39.95 41.91 43.30 

Monthly $ increase:  1.96 1.39 

Percentage increase:    4.9% 3.3% 

 
 
 
There will be no increase to multifamily and commercial water rates in 2015 and 2016 under 
the proposed rates.  
 
 
RECOMMENDED RATES – ALL UTILITIES  
 

A summary of the combined single family rates for all utilities is shown in the chart 
below:  
 

  2014 

Monthly 
Rate* 

  2015 

Proposed 
Rate 

Monthly 

impact $ 

% 

increase 

 2016 

Proposed 
Rate 

Monthly 

impact $ 

% 

increase  

Water $ 39.95    $ 41.91  $ 1.96  4.9%  $ 43.30  $ 1.39  3.3% 

Sewer 65.41   68.15 2.74 4.2%  68.91 0.76 1.1% 

Surface Water 15.60   16.22 0.62 4.0%  16.87 0.65 4.0% 

Solid Waste** 22.25   23.05 0.80 3.6%  23.87 0.82 3.6% 

Subtotal $ 143.21  
  

$ 149.33  $ 6.12  4.2%   $ 152.95  $ 3.62  3.0% 

      

 

   

Effective Utility Tax* 15.72   16.40 0.68    16.80 0.40   

KC Hazardous Waste 1.08   1.08 0.00    1.08 0.00   

TOTAL $ 160.01  $ 166.81 $ 6.80 4.2%  $ 170.83 $ 4.02 2.4% 

 
* Effective Utility Tax rate varies among the utilities. Water 13.38%, Sewer 10.50%, Surface Water 7.5%, Solid Waste 10.5% 
** Solid waste rates are based on the 35 gallon cart, weekly pickup, this is the most popular cart size 

 
 
 
 
 
 
 
 

*Typical Single Family monthly bill before utility tax 
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The following graphic shows Kirkland’s 2014 and proposed rate compared to neighboring Cities, 
2014 rates.  
 

 
 
 
CAPITAL FACILITY CHARGES 
 
Capital Facilities Charges (CFC) are charges imposed on new customers (from new construction) 
as a contribution toward the impact the new customers place on the system. The charge is 
intended to recover an equitable level of investment in the system from new customers. The 
fee is a one-time payment and is based on the meter size for water and sewer and either per 
dwelling and/or impervious surface for Surface Water. The fees have been updated to reflect 
plan updates currently underway.  
 
 
The following table is a summary of the recommend increases to the CFCs: 
 

 Current Rate Recommended 

Rate 

Change Last Updated 

Water CFC $ 3,128 3,406 278 2009 

Sewer CFC $ 3,056 3,106 50 2009 

Surface Water CFC $ 481 508 27 2006 

 
 
In addition, the ordinances that establish these facility charges need to be updated so that the 
language is consistent with current practices.  
 
 

Kirkland
(Current)

Kirkland
(Proposed)

Bellevue
Lake Forest

Park
Seattle Renton Redmond

Surface Water 15.60 16.22 18.89 14.24 15.08 15.08 16.56

Garbage 22.25 23.05 19.11 24.75 31.05 21.12 12.81

Sewer 65.41 68.15 60.01 51.75 30.78 68.60 53.39

Water 39.96 41.91 60.73 39.50 51.58 37.12 29.30
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SUMMARY AND NEXT STEPS 
 
Based on Council feedback and direction, Public Works will develop a rate ordinance for Council 
consideration at the October 7, 2014 meeting.  
 
Rates Adoption Timeline 

 
Month/Date   Task        Status   
July 29   Finance Committee review Part I     Complete 
September 2  City Council Meeting, Utility Rate Review Part I  Complete 
September 4  Finance Committee review Part II    Complete 
September 16  City Council Meeting, Utility Rate Review Part II  Pending 
October 7  City Council Meeting, Utility Rate Ordinance/Adoption Pending 
October 21  Deadline to pass rates ordinance      Pending 
 
 
Once utility rates are adopted, an informational letter will be mailed to all utility customers 
describing the rate increases and the factors contributing to the changes.  Information will also 
be posted to the City’s website.  
 
 
Attachment 1: Water Utility Cost of Service Analysis  

E-page 96



CITY OF KIRKLAND  Water Utility Cost-of-Service Analysis 

July 29, 2014  page 1 

 

Memorandum 

To: Julie Elsom; City of Kirkland Date: July 29, 2014 

From: John Ghilarducci, Chris Gonzalez, Ryan Bert; FCS GROUP 

RE: Water Utility Cost-of-Service Analysis 

Consistent with standard industry ratemaking practices, the City of Kirkland imposes cost-based 

utility rates on its customers.  In utility ratemaking, the term “cost-based” is commonly defined on 

two levels: 

 The first level relates to the cost of doing business, focusing on how much revenue rates generate 

in aggregate.  A utility’s fiscal policies often establish financial performance standards, defining 

“sufficient” revenue levels based on the utility’s financial obligations .  These obligations include 

the cost of operations and maintenance, payments due on outstanding debt, and policy-based 

revenue needs such as reserve funding and system reinvestment.  The City regularly reviews the 

financial performance of its utilities to verify that rates are generating enough revenue to meet 

their financial obligations. 

 The second level relates to the cost of serving specific customers, focusing on how the rate 

structure recovers costs from customer classes.  The City periodically undertakes more in-depth 

reviews of how costs should be allocated to its customer classes given their demand 

characteristics and service needs. 

The City has requested an updated cost-of-service analysis (COSA) in tandem with its revenue 

planning for the 2015 – 2016 biennium.  This technical memorandum documents the assumptions, 

methodology, and findings of the updated COSA. 

The COSA allocates the water utility’s costs to customer classes using the industry-standard 

methodology identified by the American Water Works Association (AWWA) in Manual M1: 

Principles of Water Rates, Fees and Charges.  This methodology involves a two-step process in 

which the utility’s costs are first allocated to defined service functions; the costs assigned to each 

function are then split between customer classes based on their demand characteristics and service 

requirements. 

A. Functional Cost Allocation 

The water utility’s costs are allocated to the following functions of service: 

 Customer.  These are the costs associated with establishing, maintaining, and serving water 

customer accounts – in the context of the City’s budget structure, this includes costs related to 

customer service and communications, printing and mailing bills, and underground locates .  

These costs generally do not depend on meter size or water usage. 

 Meters & Services. These costs are associated with the installation and maintenance of meters 

and services.  As these costs are not typically identified separately in the City’s budget structure, 

FCS GROUP
Solutions-Oriented Consulting

ATTACHMENT 1
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a portion of the water utility’s general operation and maintenance costs are assigned to this 

function based on an allocation of water utility assets. 

 Base Capacity. These costs relate to providing capacity to meet “base” or average water 

demands.  In the City’s budget structure, this category includes variable commodity costs such as 

electricity for pumping (e.g. utility services) and a portion of the water utility’s general operating 

costs based on an allocation of water utility assets. 

 Peak Capacity. These costs relate to providing additional capacity to meet incremental water 

demand during peak demand periods, which usually occur during the summer months.  The 

City’s budget structure does not identify direct costs of meeting peak capacity  needs, but a 

portion of the utility’s general operating expenses are  allocated to this function based on an 

allocation of water utility assets. 

 Fire Protection. These are the costs associated with operating and maintaining facilities that are 

used to provide fire protection service.  This includes both facilities that are directly related to 

fire protection (e.g. hydrants) and facilities that are oversized to accommodate fire flow (e.g. 

mains, reservoirs, pump stations).  The City’s budget structure explicitly identifies costs 

associated with hydrant maintenance – these costs, along with a portion of general operation and 

maintenance costs are assigned to fire protection.  

As noted above, a significant portion of the water utility’s operating costs are allocated to functions 

based on an allocation of the water utility’s assets.  There are certain costs in the City’s budget 

structure (such as postage and customer service costs) that are directly attributable to a specific 

service function – however, these costs represent a relatively small portion of the water utility’s total 

expenses.  There are costs that are attributable to specific asset types (e.g. reservoir maintenance), 

but the majority of costs (such as labor costs and taxes) are not attributable to a specific function or 

asset type.  In both cases, an allocation of assets to service functions informs the functional allocation 

of these costs.  Exhibit 1 summarizes the functional allocation of the water utility’s assets.  

Exhibit 1: Functional Cost Allocation of Water Utility Assets 

Asset Category Total Cost 

Functional Allocation 

Customer 
Meters & 

Services 

Base 

Capacity 

Peak 

Capacity 

Fire 

Protection 

As All 

Other 

Pumping $  2,508,175 0.00% 0.00% 26.02% 31.08% 42.91% 0.00% 
Storage    5,987,197 0.00% 0.00% 45.64% 54.36% 0.00% 0.00% 

Transmission & Distribution   48,281,465 0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 

Meters & Services    3,239,062 0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 
Hydrants    2,031,098 0.00% 0.00% 0.00% 0.00% 100.00% 0.00% 

General Plant         44,638 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 

Total $62,091,635 $              - $3,239,062 $24,205,880 $29,019,219 $5,582,837  $  44,638 

Allocation of “As All Other”                  -                 -          2,330         17,414         20,877          4,016     (44,638) 
Reallocated Total $62,091,635 $              - $3,241,392 $24,223,294 $29,040,096 $5,586,853 $            - 

        

% of Total 100.00% 0.00% 5.22% 39.01% 46.77% 9.00% 0.00% 

% of Total Excluding Fire 100.00% 0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 

Exhibit 1 shows that pumping, storage, and transmission / distribution mains are allocated between 

base capacity, peak capacity, and fire protection.  The percentages shown are derived in a more 

detailed allocation of the related assets to functions of service, and reflect the following assumptions: 

 Table 4-9 of the Draft 2014 Water Comprehensive Plan indicates that the City’s water system 

exhibits a peak-day demand that is 2.20 times its average-day demand.  Consequently, 1 / 2.20 = 

45.45% of the water system’s capacity is attributed to meeting “base” demands; the remaining 

54.55% is attributable to the incremental capacity needed to meet peak demands. 
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 The pump stations are allocated between functions individually.  Per Table 7-3 of the Draft 2014 

Water Comprehensive Plan, 1/3 of the capacity of the 650 Zone Pump Station is available for 

domestic demands; the remainder is for fire flow.  Because the 545 Zone Pump Station is 

primarily used to transfer water between the North Reservoir and the South Reservoir, none of its 

capacity is attributed to fire flow.  Of the total 7,015 gpm of capacity in these two pump stations, 

42.91% is allocated to fire protection; the remaining 57.09% is split between base and peak 

capacity using the “base / peak” split listed above (45.45% to base, 54.55% to peak). 

 Reservoir capacity is allocated between functions based on the allocation of existing storage 

capacity shown in Table 7-4 of the Draft 2014 Water Comprehensive Plan.  The 1.81 million 

gallons (MG) of operational storage capacity is allocated to base capacity; the 2.14 MG of 

equalizing storage capacity is allocated to peak capacity.  The 3.96 MG of standby storage 

capacity is split between base capacity and peak capacity using the “base  / peak” split.  The 1.50 

MG of fire-related storage is assumed to be nested in the City’s standby capacity, as allowed 

under Section 246-290-235 (4) of the Washington Administrative Code (WAC). 

 Most of the costs associated with mains are split between base and peak capaci ty using the “base 

/ peak” split.  Mains between 8” and 14” in diameter are assumed to be oversized by one size 

increment to accommodate fire flow (e.g. an 8” main could be a 6” main absent fire flow 

requirements).  Based on estimated replacement costs, the portion attributable to the oversizing 

of these mains is allocated to fire protection. 

To the extent that water utility costs are not attributable to a specific function of service, they are 

split between functions using the asset allocations in Exhibit 1.  For example, maintenance of 

distribution mains would be allocated 43.14% to base capacity, 51.77% to peak capacity, and 5.09% 

to fire protection based on the allocation of transmission and distribution mains.  Debt service costs 

might be allocated using an aggregate asset allocation, or based on a more detailed allocation of the 

specific assets funded by the debt.  To reflect the perspective that the “fire protection” category 

should only include the incremental costs incurred to provide fire protection service, Exhibit 1 also 

shows an aggregate allocation of assets excluding costs allocated to fire protection.   Exhibit 2 

provides a summary of the functional cost allocation of costs that will be recovered through rate 

revenues (net of offsetting revenues and adjustments). 

Exhibit 2: Water Utility Functional Cost Allocation Summary  

 

Customer

$1,180,344 

11.3%
Meters & 

Services

$612,612 

5.8%

Base Capacity

$3,949,957 

37.7%

Peak Capacity

$4,678,803 

44.6%

Fire Protection

$57,162 

0.5%
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The water utility cost allocation shown in Exhibit 2 indicates that the majority of costs are associated 

with providing capacity to meet base and peak demands.  It is worth noting that Exhibit 2 shows 

only $57,162 of fire protection costs being funded through water rates because most of those costs 

are funded by an annual transfer from the General Fund.  This transfer is projected to be $265,956 for 

2015, meaning that the total cost allocated to fire protection for 2015 is actually $323,118 (or about 

3.1% of total costs).  The City could choose to increase the utility tax rate to fully fund the cost of 

fire protection through the General Fund transfer – however, since the passing of House Bill 1512 in 

mid-2013, the City also has the option of reducing the water utility tax and discontinuing the transfer 

altogether.  As the City can recover fire protection costs through water rates or tax-funded General 

Fund transfers (or any combination of the two funding sources), City staff has decided to leave the 

water utility tax rate and resulting General Fund transfers intact. 

Appendix A provides the detailed cost allocations supporting the results presented in Exhibit 2. 

B. Customer Class Cost Allocation 

Once the customer classes were defined, functional cost pools (shown in Exhibit 2) were then 

allocated to the City’s customer classes based on the demand that each class places on the system. 

For this study, the water rate revenue requirement is allocated to the City’s customer classes based on 

the following principles:  

 Customer Costs.  Because these costs do not vary based on meter size or water usage, they are 

allocated to classes based on the number of customer accounts. 

 Meters & Services Costs.  To reflect the fact that meters of larger sizes are more costly to install 

and maintain than smaller meters, these costs are allocated to classes based on the number of 

meter capacity equivalents (MCEs).  The American Water Works Association has established a 

scale of MCEs based on the maximum continuous flow rate of each meter size. 

 Base Capacity Costs.  These costs are allocated based on total annual water use. 

 Peak Capacity Costs.  These costs are allocated to customer classes based on their water usage 

during the summer months (July – October). 

 Fire Protection Costs.  As previously noted, most of the costs allocated to fire protection are 

funded by General Fund transfers.  The portion that is recovered through water rates is allocated 

to customer classes based on fire flow gallons per minute and duration requirements, applied to 

meter capacity equivalents.  

This analysis uses projected 2015 customer counts and usage statistics to allocate the water utility’s 

costs to classes as described above.  These statistics are based on 2013 actual billing data provided 

by the City, adjusted downward by 1.8% to reconcile with actual reported water rate revenue.  The 

adjusted 2013 statistics are then adjusted for anticipated growth to project 2015 statistics.  Based on 

recent growth experienced by the City, this analysis assumes an annual growth rate of 0.60% – 1.23% 

in customer accounts, depending on the class; consistent with the per-capita water use projections 

shown in Table 4-11 of the Draft 2014 Water Comprehensive Plan (for the scenario assuming future 

conservation), it also assumes an average annual reduction of 0.05% in per-capita demand (meaning 

that demand is assumed to grow by 0.55% – 1.18% per year, depending on the class). 

Exhibit 3 summarizes the findings of the COSA, showing cost recovery under the existing water rate 

structure for comparative purposes.  Appendix B provides supporting detail of the underlying 

calculations.  
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Exhibit 3: Summary of 2015 Revenue Requirement Allocations  

Class 
2015 Revenue Under 

Difference % Difference 
Existing Rates COS Rates[1] 

Residential $  5,008,402 $   5,656,141 $647,739 +12.93% 

Multi-Family     2,287,627     1,912,872   (374,755) -16.38% 

Commercial     1,963,369     1,715,672   (247,696) -12.62% 

Irrigation       928,117     1,194,192   266,075 +28.67% 

Total $10,187,514 $10,478,877 $291,363 +2.86% 

[1] Reflects planned 2015 revenue increase of 2.86%. 

 

Exhibit 3 shows that interclass adjustments are warranted.  In particular, the COSA suggests that 

there should be a significant shift in cost recovery from multi-family and commercial customers to 

residential and irrigation customers.  As the existing rates are based on a structure that was put in 

place a number of years ago, this shift is primarily attributable to the evolution of the City’s customer 

base over time (both in terms of which classes have grown relative to others, and how water usage 

patterns have changed).  The results shown in Exhibit 3 also suggest that peak capacity needs may be 

driving the water utility’s cost structure more now than in the past, as single-family residential and 

irrigation customers bear a greater share of peak capacity costs than base capacity costs . 

C. Recommendations 

Exhibit 3 suggests that moving to a “pure” or “full” cost-of-service rate structure would result in 

significant shifts in how the City’s rate structure recovers costs from its customer classes.  Although 

equity is an important policy objective in ratemaking, there are other policy objectives that the City 

must consider when choosing how to set rates.  One such objective would be managing financial 

impacts to its customers – in general, it is common to phase significant changes in over a period of 

time rather than implementing them fully upfront.  This is a desirable approach in that it would allow 

the City to monitor customer usage patterns over time and verify that the changes it makes are based 

on consistent trends rather than year-to-year variations (and potential anomalies). 

Another policy objective that has recently garnered attention in the water industry is revenue 

stability.  Considering the specific results of the City’s COSA, it is worth noting that a significant 

shift in cost recovery to irrigation customers could increase the volatility of the City’s water rate 

revenue stream (as irrigation usage tends to be the most volatile usage from year to year). 

With these considerations, Exhibit 4 summarizes the recommended 2015 rate strategy: 

Residential
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Commercial
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Irrigation

9.1%

% of Rate Revenue: Existing Structure

Residential

54.0%

Multi-

Family

18.3%

Commercial

16.4%

Irrigation
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% of Rate Revenue: Full Cost of Service
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Exhibit 4: Summary of Recommended 2015 Rate Strategy 

Class 
2015 Revenue Under 

Difference % Difference 
Existing Rates Proposed Rates[1] 

Residential $  5,008,402 $  5,254,213 $245,811 +4.91% 

Multi-Family     2,287,627     2,287,627            - +0.00% 

Commercial     1,963,369     1,963,369            - +0.00% 

Irrigation       928,117        973,668    45,552 +4.91% 

Total $10,187,514 $10,478,877 $291,363 +2.86% 

[1] Reflects planned 2015 revenue increase of 2.86%. 

 

The proposed rate strategy shown in Exhibit 4 keeps multi-family and commercial rates at their 

existing level, increasing single-family residential and irrigation rates proportionately to generate the 

targeted $291,363 of additional revenue.  Comparing the pie charts in Exhibit 3 and Exhibit 4, the 

projected cost recovery under the proposed 2015 rates is expected to cover between 17% – 21% of 

the total shift shown in Exhibit 3 for the single-family, multi-family, and commercial classes.  This 

suggests that if the City were to freeze multi-family and commercial rates and impose similar annual 

rate increases to single-family and irrigation rates, it could be on track to reach “full” cost-of-service 

rates in 5 – 6 years for all classes except irrigation.  The irrigation class would take around 12 years 

to reach full cost of service given this trajectory. 

We recommend that the City consider a multi-year strategy to phase in a shift in cost recovery from 

multi-family and commercial customers to single-family residential and irrigation customers.  This 

strategy would not compel the City to adopt multi-year rates, but rather guide rate decisions as part 

of the City’s regular revenue planning.  It would be prudent for the City to continue to monitor trends 

in growth and water usage, adjusting the COSA phasing strategy as needed. 
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City of Kirkland
Water - Cost of Service Analysis
Functional Allocation

Customer
Meters & 

Services
Base Capacity Peak Capacity Fire Protection

As All Others

Supply/Treatment -$                    0.00% 0.00% 45.45% 54.55% 0.00% 0.00% 100.00% Peak Demand Ratio

Pumping 2,508,175           0.00% 0.00% 26.02% 31.08% 42.91% 0.00% 100.00% Pumping

Storage 5,987,197           0.00% 0.00% 45.64% 54.36% 0.00% 0.00% 100.00% Storage

Transmission & Distribution 48,281,465         0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Meters & Services 3,239,062           0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% Meters & Services

Hydrants 2,031,098           0.00% 0.00% 0.00% 0.00% 100.00% 0.00% 100.00% Hydrants

General Plant 44,638                0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Total Utility Plant 62,091,635$       -$                        3,239,062$         24,205,880$       29,019,219$       5,582,837$         44,638$              62,091,635$       

Water Service Functions 0.00% 5.22% 39.01% 46.77% 9.00% 100.00%

Allocation of "As All Others" -$                        2,330$                17,414$              20,877$              4,016$                (44,638)$             -$                        

TOTAL 62,091,635$       -$                        3,241,392$         24,223,294$       29,040,096$       5,586,853$         -$                        62,091,635$       

Allocation Percentages 0.00% 5.22% 39.01% 46.77% 9.00% 0.00% 100.00%

General Water Service - Plant Allocation 0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00%

Customer
Meters & 

Services
Base Capacity Peak Capacity Fire Protection

As All Others

650 Zone Pump Station [a] 4,515                  0.00% 0.00% 15.15% 18.18% 66.67% 0.00% 100.00% Custom

545 Zone Pump Station [b] 2,500                  0.00% 0.00% 45.64% 54.36% 0.00% 0.00% 100.00% Storage

[Extra] -                          0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% [Extra]

TOTAL PUMPING 7,015                  0.00% 0.00% 26.02% 31.08% 42.91% 0.00% 100.00%

[a] 2007 Water Comp Plan: Kirkland's share is 86% of the 5,250 gpm available supply. 1,750 gpm of the total 5,250 gpm capacity is available for domestic demands
[b] 2007 Water Comp Plan: Primary purpose is to transfer water between North Reservoir and South Reservoir

Customer
Meters & 

Services
Base Capacity Peak Capacity Fire Protection

As All Others

Operational Storage 1.81                    0.00% 0.00% 100.00% 0.00% 0.00% 0.00% 100.00% All Base

Equalizing Storage 2.14                    0.00% 0.00% 0.00% 100.00% 0.00% 0.00% 100.00% All Peak

Standby Storage 3.96                    0.00% 0.00% 45.45% 54.55% 0.00% 0.00% 100.00% Peak Demand Ratio

Fire Suppression Storage [d] -                          0.00% 0.00% 0.00% 0.00% 100.00% 0.00% 100.00% All Fire

Total Storage: "As all Others" seperated 7.91                    0.00% 0.00% 45.64% 54.36% 0.00% 0.00% 100.00%

TOTAL STORAGE 0.00% 0.00% 45.64% 54.36% 0.00% -                      100.00%

[c] 2007 Water Comp Plan: Table 7-4
[d] Specified as 1.50 MG in Table 7-4 of the 2014 Water System Plan; however, WAC 246-290-235 (4) allows fire and standby storage volumes to be nested.

Base Capacity Peak Capacity Fire Protection
As All Others

2-in and less 23,126                252$                   5,827,853$         45.45% 54.55% 0.00% 0.00% 100.00% Peak Demand Ratio

3-in 2,323                  272                     631,910              45.45% 54.55% 0.00% 0.00% 100.00% Peak Demand Ratio

4-in 34,435                292                     10,055,137         45.45% 54.55% 0.00% 0.00% 100.00% Peak Demand Ratio

6-in 137,615              308                     42,385,420         45.45% 54.55% 0.00% 0.00% 100.00% Peak Demand Ratio

8-in 489,180              333                     162,896,940       12,229,500         42.04% 50.45% 7.51% 0.00% 100.00% Fire Increment

10-in 27,360                354                     9,685,440           574,560              42.76% 51.31% 5.93% 0.00% 100.00% Fire Increment

12-in 135,665              375                     50,874,375         2,848,965           42.91% 51.49% 5.60% 0.00% 100.00% Fire Increment

14-in 760                     417                     316,540              31,540                40.93% 49.11% 9.96% 0.00% 100.00% Fire Increment

16-in 33,032                458                     15,128,656         45.45% 54.55% 0.00% 0.00% 100.00% Peak Demand Ratio

18-in 673                     469                     315,301              45.45% 54.55% 0.00% 0.00% 100.00% Peak Demand Ratio

20-in 10,085                479                     4,830,715           45.45% 54.55% 0.00% 0.00% 100.00% Peak Demand Ratio

24-in 5,911                  500                     2,955,500           45.45% 54.55% 0.00% 0.00% 100.00% Peak Demand Ratio

TOTAL T&D 900,166              305,903,787$     15,684,565$       43.12% 51.75% 5.13% 0.00% 100.00%

[e] Table 2-4 of the 2014 Water System Plan.
[f] 2010 COSA Study
[g] Incremental unit cost times linear feet of pipe at each size

Allocation of Transmission & Distribution

Main Size Length (ft.) [e]
Replacement 

Cost per lf. [f]
Estimated Cost

Incremental Fire 

Cost [g]

FUNCTIONS OF WATER SERVICE

TOTAL ALLOCATION BASIS

ALLOCATION BASIS

Allocation of Plant in Service

Plant in Service Total Costs

FUNCTIONS OF WATER SERVICE

TOTAL

Allocation of Pumping

ALLOCATION BASIS

Pumps
Pumping 

Capacity (gpm)

FUNCTIONS OF WATER SERVICE

TOTAL ALLOCATION BASIS

Allocation of Storage

Function
 Million Gallons 

of Storage

FUNCTIONS OF WATER SERVICE

TOTAL

PREPARED BY FCS GROUP, INC.

(425) 867-1802

Func Alloc
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City of Kirkland
Water - Cost of Service Analysis
Functional Allocation

Allocation of Plant in Service

Test Year  2015

Customer
Meters & 

Services
Base Capacity Peak Capacity Fire Protection

As All Others

STATE TAXES 611,423              0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

-                                                        

Water Maintenance of Facilities

Salaries and Wages -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Salaries and Wages 2,738                  0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Supplies -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Small Tools & Equipment -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Other Services and Charges -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Intrfnd Rental-Fleet Oper Chrg 1,343                  0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Intrfnd Rental-Fleet Repl Chrg 1,456                  0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Utility Services 902                     0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

-                                                        

Water Maintenance of Dist Mains

Salaries and Wages -                      0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Regular Salaries & Wages 121,532              0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Overtime Pay 5,985                  0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Benefits -                      0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Budgeted Benefits - Salaried -                      0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Supplies -                      0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Office Supplies -                      0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Operating Supplies 16,974                0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Maintenance Inventory 67,526                0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Small Tools & Minor Equipment 2,334                  0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Other Services and Charges -                      0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Professional Services 11,458                0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Operating Rentals & Leases 1,061                  0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Intrfnd Rental-Fleet Oper Chrg 29,682                0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Intrfnd Rental-Fleet Repl Chrg 28,628                0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Utility Services 30,766                0.00% 0.00% 100.00% 0.00% 0.00% 0.00% 100.00% All Base

Repairs and Maintenance 1,697                  0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

-                                                        

Water Maintenance of Services

Salaries and Wages -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Regular Salaries & Wages 108,353              0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Overtime Pay -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Benefits -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Budgeted Benefits-Salaried -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Supplies -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Operating Supplies 16,974                0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Maintenance Inventory 36,601                0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Small Tools & Minor Equipment 5,092                  0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Other Services and Charges -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Communication -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Intrfnd Rental-Fleet Oper Chrg 33,790                0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Intrfnd Rental-Fleet Repl Chrg 32,534                0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

-                                                        

Wtr Maintenance of Meters

Salaries and Wages -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Regular Salaries & Wages 20,598                0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Hourly Wages -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Overtime Pay -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Benefits -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Budgeted Benefits-Salaried -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Supplies -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Operating Supplies 530                     0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Maintenance Inventory 42,436                0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Other Services and Charges -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Operating Rentals & Leases -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Intrfnd Rental-Fleet Oper Chrg 3,733                  0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Intrfnd Rental-Fleet Repl Chrg 3,533                  0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Printing 424                     0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

-                                                        

Wtr Maintenance of Hydrants

Salaries and Wages -                      0.00% 0.00% 0.00% 0.00% 100.00% 0.00% 100.00% Hydrants

Regular Salaries & Wages 65,844                0.00% 0.00% 0.00% 0.00% 100.00% 0.00% 100.00% Hydrants

Hourly Wages -                      0.00% 0.00% 0.00% 0.00% 100.00% 0.00% 100.00% Hydrants

Supplies -                      0.00% 0.00% 0.00% 0.00% 100.00% 0.00% 100.00% Hydrants

Operating Supplies 3,183                  0.00% 0.00% 0.00% 0.00% 100.00% 0.00% 100.00% Hydrants

Maintenance Inventory 20,157                0.00% 0.00% 0.00% 0.00% 100.00% 0.00% 100.00% Hydrants

Small Tools & Minor Equipment 1,697                  0.00% 0.00% 0.00% 0.00% 100.00% 0.00% 100.00% Hydrants

Other Services and Charges -                      0.00% 0.00% 0.00% 0.00% 100.00% 0.00% 100.00% Hydrants

Operating Rentals & Leases -                      0.00% 0.00% 0.00% 0.00% 100.00% 0.00% 100.00% Hydrants

Intrfnd Rental-Fleet Oper Chrg 10,300                0.00% 0.00% 0.00% 0.00% 100.00% 0.00% 100.00% Hydrants

Intrfnd Rental-Fleet Repl Chrg 9,937                  0.00% 0.00% 0.00% 0.00% 100.00% 0.00% 100.00% Hydrants

-                                                        

ALLOCATION BASIS

Allocation of Operating Expenses

OPERATING EXPENSE
TOTAL

COSTS

FUNCTIONS OF WATER SERVICE

TOTAL

PREPARED BY FCS GROUP, INC.

(425) 867-1802

Func Alloc
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City of Kirkland
Water - Cost of Service Analysis
Functional Allocation

Allocation of Plant in ServiceW/S Maintenance Supervision (Water)

Salaries and Wages -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Division Managers' Salary 115,007              0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Support Salaries 122,017              0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Hourly Wages -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Benefits -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Division Managers' Benefits 42,276                0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Support Benefits 55,819                0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Hourly Benefits -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Supplies -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Office Supplies 1,332                  0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Operating Supplies 333                     0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Office Furniture & Equipment 333                     0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Other Services and Charges -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Prof Service - Underground Locates 3,997                  100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Prof Service - Annual Water Modeling 15,914                0.00% 5.22% 39.01% 46.77% 9.00% 0.00% 100.00% As Plant in Service

Prof Service - Water Rate Consultant 2,122                  0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Prof Service - Sewer Rate Consultant -                      0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Legal Services -                      0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Communication 4,997                  100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Postage 3,331                  100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Travel/Subsistance 333                     0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Advertising 100                     100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Interfund Rentals 80,522                0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Repairs and Maintenance -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Training -                      0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Training, Printing, Software -                      100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Dues - alloc 1,543                  0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Dues - specific 25,372                0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Dues - Cascade Water Dues -                      0.00% 0.00% 45.45% 54.55% 0.00% 0.00% 100.00% Supply/Treatment

Dues - Cascade Water RCFC Growth -                      0.00% 0.00% 45.45% 54.55% 0.00% 0.00% 100.00% Supply/Treatment

Printing 7,528                  100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Computer Software -                      0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

-                                                        

Water Maintenance of Pumps

Supplies -                      0.00% 0.00% 26.02% 31.08% 42.91% 0.00% 100.00% Pumping

Office Supplies -                      0.00% 0.00% 26.02% 31.08% 42.91% 0.00% 100.00% Pumping

Operating Supplies -                      0.00% 0.00% 26.02% 31.08% 42.91% 0.00% 100.00% Pumping

-                                                        

Water - Road Patching

Salaries and Wages -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Regular Salaries & Wages 15,750                0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Supplies -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Operating Supplies 63,654                0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Other Services and Charges -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Intrfnd Rental-Fleet Oper Chrg 7,825                  0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Intrfnd Rental-Fleet Repl Chrg 9,892                  0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

-                                                        

Water Purchase

Supplies -                      0.00% 0.00% 45.45% 54.55% 0.00% 0.00% 100.00% Supply/Treatment

Wtr/Power/Gas Purch for Resale 4,991,476           0.00% 0.00% 45.45% 54.55% 0.00% 0.00% 100.00% Supply/Treatment

-                                                        

Water Maintenance-Facilities

Salaries and Wages -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Regular Salaries & Wages -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Supplies -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Operating Supplies -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Other Services and Charges -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Professional Services -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Communication -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Intrfnd Rental - Fleet Oper Chrg -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Intrfnd Rental - Fleet Rental Chrg -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Insurance -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Utility Services -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Repairs and Maintenance -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

-                                                        

Water Maintenance - Reservoirs

Salaries and Wages -                      0.00% 0.00% 45.64% 54.36% 0.00% 0.00% 100.00% Storage

Regular Salaries & Wages 17,430                0.00% 0.00% 45.64% 54.36% 0.00% 0.00% 100.00% Storage

Overtime Pay 210                     0.00% 0.00% 45.64% 54.36% 0.00% 0.00% 100.00% Storage

Benefits -                      0.00% 0.00% 45.64% 54.36% 0.00% 0.00% 100.00% Storage

Budgeted Benefits - Salaried -                      0.00% 0.00% 45.64% 54.36% 0.00% 0.00% 100.00% Storage

Supplies -                      0.00% 0.00% 45.64% 54.36% 0.00% 0.00% 100.00% Storage

Operating Supplies 743                     0.00% 0.00% 45.64% 54.36% 0.00% 0.00% 100.00% Storage

Small Tools & Minor Equipment 530                     0.00% 0.00% 45.64% 54.36% 0.00% 0.00% 100.00% Storage

Other Services and Charges -                      0.00% 0.00% 45.64% 54.36% 0.00% 0.00% 100.00% Storage

Professional Services 17,187                0.00% 0.00% 45.64% 54.36% 0.00% 0.00% 100.00% Storage

Intrfnd Rental-Fleet Oper Chrg 3,809                  0.00% 0.00% 45.64% 54.36% 0.00% 0.00% 100.00% Storage

Intrfnd Rental-Fleet Repl Chrg 2,843                  0.00% 0.00% 45.64% 54.36% 0.00% 0.00% 100.00% Storage

Insurance 20,593                0.00% 0.00% 45.64% 54.36% 0.00% 0.00% 100.00% Storage

Utility Services 7,426                  0.00% 0.00% 100.00% 0.00% 0.00% 0.00% 100.00% All Base

Repairs and Maintenance 5,305                  0.00% 0.00% 45.64% 54.36% 0.00% 0.00% 100.00% Storage

-                                                        

PREPARED BY FCS GROUP, INC.

(425) 867-1802

Func Alloc

Kirkland Water COSA Model - Final Page 3

E-page 105



City of Kirkland
Water - Cost of Service Analysis
Functional Allocation

Allocation of Plant in ServiceW/S General Administration (Water)

Salaries 150,720              0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Reallocation of Admin Management -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Benefits 352,861              0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Office Furniture and Equipment 67                        0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Prof service - Water & Sewer rate analysis 10,609                0.00% 5.22% 39.01% 46.77% 9.00% 0.00% 100.00% As Plant in Service

Internal Prof. Services - Central Svsc 674,069              100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Internal Prof. Services - Engineering Svsc -                      0.00% 5.22% 39.01% 46.77% 9.00% 0.00% 100.00% As Plant in Service

Communication 333                     100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Postage -                      100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Travel and Subsistance 333                     0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Interfund Rentals 71,470                0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Interfund Rental - Facilities Charges 102,590              0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Insurance 111,826              0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Training 2,798                  0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Software 2,998                  0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

-                                                        

Combined Utility - Customer Services

Salaries and Wages -                      100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Regular Salaries & Wages 85,515                100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Supplies -                      100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Small Tools & Minor Equipment -                      100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Other Services and Charges -                      100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Professional Services 9,134                  100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Internal Professional Services 253,496              100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Postage -                      100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Intrfnd Rental-Fleet Oper Chrg 5,231                  100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Intrfnd Rental-Fleet Repl Chrg 3,558                  100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Repairs and Maintenance 2,092                  100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Added Lockbox Charges -                      100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Xfr to Technology CIP for Springbrook/Hansen Upgrade 30,439                100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

Miscellaneous -                      100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Customer

-                                                        

Joint Services - Dist Mains (Water)

Salaries and Wages -                      0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Regular Salaries & Wages 5,775                  0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Supplies -                      0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Operating Supplies 1,591                  0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Other Services and Charges -                      0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Interfund Rental-Fleet Oper Chrg 652                     0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Interfund Rental-Fleet Repl Chrg 558                     0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

Repairs and Maintenance 1,061                  0.00% 0.00% 43.12% 51.75% 5.13% 0.00% 100.00% Transmission & Distribution

-                                                        

Joint Services - Meter Maint

Salaries and Wages -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Regular Salaries & Wages 3,780                  0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Supplies -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Operating Supplies 1,061                  0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Other Services and Charges -                      0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Professional Services 1,591                  0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Interfund Rental-Fleet Oper Chrg 212                     0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Interfund Rental-Fleet Repl Chrg 143                     0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

Utility Services 318                     0.00% 0.00% 100.00% 0.00% 0.00% 0.00% 100.00% All Base

Repairs and Maintenance 1,273                  0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% All Meters & Services

-                                                        

Joint Facilities - Telemetry

Salaries and Wages -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Regular Salaries & Wages 5,775                  0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Overtime Pay 420                     0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Standby Pay 13,311                0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Benefits -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Budgeted Benefits - Salaried -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Supplies -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Operating Supplies 1,061                  0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Maintenance Inventory 743                     0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Other Services and Charges -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Professional Services 5,305                  0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Communication 15,914                0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Interfund- IT 415                     0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Interfund Rental-Fleet 286                     0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Capital Outlay -                      0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

Work Equipment 10,609                0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

-                                                        

Joint Services - Pumps Maintenance

Salaries and Wages -                      0.00% 0.00% 26.02% 31.08% 42.91% 0.00% 100.00% Pumping

Regular Salaries & Wages 20,580                0.00% 0.00% 26.02% 31.08% 42.91% 0.00% 100.00% Pumping

Supplies -                      0.00% 0.00% 26.02% 31.08% 42.91% 0.00% 100.00% Pumping

Operating Supplies 3,713                  0.00% 0.00% 26.02% 31.08% 42.91% 0.00% 100.00% Pumping

Other Services and Charges -                      0.00% 0.00% 26.02% 31.08% 42.91% 0.00% 100.00% Pumping

Professional Services 2,122                  0.00% 0.00% 26.02% 31.08% 42.91% 0.00% 100.00% Pumping

Interfund Rental-Fleet Oper Chrg 1,746                  0.00% 0.00% 26.02% 31.08% 42.91% 0.00% 100.00% Pumping

Interfund Rental-Fleet Repl Chrg 1,226                  0.00% 0.00% 26.02% 31.08% 42.91% 0.00% 100.00% Pumping

Insurance 4,325                  0.00% 0.00% 26.02% 31.08% 42.91% 0.00% 100.00% Pumping

Utility Services 6,896                  0.00% 0.00% 100.00% 0.00% 0.00% 0.00% 100.00% All Base

Repairs and Maintenance 12,731                0.00% 0.00% 26.02% 31.08% 42.91% 0.00% 100.00% Pumping

-                                                        

Water Operating Transfer Out (GIS) 71,276                0.00% 5.74% 42.87% 51.39% 0.00% 0.00% 100.00% General Water Service - Plant

-                                          

Add'l O&M from CIP -                      0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Total Operating Expenses 9,065,383$         1,083,822$         477,972$            2,995,147$         3,538,757$         148,637$            821,048$            9,065,383$         

Water Service Functions 13.15% 5.80% 36.33% 42.92% 1.80% 100.00%

Allocation of "As All Others" 107,937$            47,601$              298,285$            352,422$            14,803$              (821,048)$           -$                    

TOTAL 9,065,383$         1,191,759$         525,573$            3,293,431$         3,891,180$         163,440$            -$                    9,065,383$         

Allocation Percentages 13.15% 5.80% 36.33% 42.92% 1.80% 0.00% 100.00%
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City of Kirkland
Water - Cost of Service Analysis
Functional Allocation

Allocation of Plant in ServiceAllocation of Revenue Requirement

Design Rates For => 2015

Customer
Meters & 

Services
Base Capacity Peak Capacity Fire Protection

As All Others

OPERATING AND CAPITAL EXPENSES

Cash Operating Expenses 9,065,383$         13.15% 5.80% 36.33% 42.92% 1.80% 0.00% 100.00% As O&M Expenses

Existing Debt Service -                      0.00% 5.22% 39.01% 46.77% 9.00% 0.00% 100.00% As Plant in Service

New Debt Service 117,940              0.00% 5.22% 39.01% 46.77% 9.00% 0.00% 100.00% As Plant in Service

Additional Rate Funded CIP -                      0.00% 5.22% 39.01% 46.77% 9.00% 0.00% 100.00% As Plant in Service

Rate Funded System Reinvestment 1,662,852           0.00% 5.22% 39.01% 46.77% 9.00% 0.00% 100.00% As Plant in Service

Additions to Meet Minimum Operating Target -                      0.00% 5.22% 39.01% 46.77% 9.00% 0.00% 100.00% As Plant in Service

Total Expenses  10,846,174$       10.99% 5.70% 36.77% 43.56% 2.98% 0.00% 100.00%

OTHER REVENUES AND ADJUSTMENTS

Less:

Water Service Penalties (55,724)$             0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Water On/Off Charge (91,185)               0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Transfer from General Fund for Fire Costs (265,956)             0.00% 0.00% 0.00% 0.00% 100.00% 0.00% 100.00% All Fire

Estimated Final Bill Fee -                      0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Intergovernmental Revenue:  Other Gen Govt Svcs (47,741)               0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Other Gen Govt Svcs, Interfund-Other Gen Govnm't (19,096)               0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Facilities Leases (LT) - Other (47,741)               0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Housing Rentals/Leases -                      0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Sale of Scrap Material (3,713)                 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Other Judgements & Settlements (5,000)                 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Other Misc Revenue (1,061)                 0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

[Extra] -                      0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Operating Fund & Debt Reserve Fund Interest Earnings(33,788)               0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Plus:

Net Cash Flow After Rate Increase 154,675              0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Incremental Taxes from Rate Increase 49,033                0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Adjustment for Partial Year Increase -                      0.00% 0.00% 0.00% 0.00% 0.00% 100.00% 100.00% As All Others

Rate Revenue Requirement 10,478,877$       1,191,759$         618,536$            3,988,157$         4,724,051$         57,715$              (101,341)$           10,478,877$       

Water Service Functions 11.26% 5.85% 37.69% 44.65% 0.55% 100.00%

Allocation of "As All Others" (11,415)$             (5,925)$               (38,200)$             (45,249)$             (553)$                  101,341$            -$                        

Rate Revenue Requirement 10,478,877$       1,180,344$         612,612$            3,949,957$         4,678,803$         57,162$              -$                        10,478,877$       

Allocation Percentages 11.26% 5.85% 37.69% 44.65% 0.55% 0.00% 100.00%

REVENUE REQUIREMENT
TOTAL

COSTS

FUNCTIONS OF WATER SERVICE

TOTAL ALLOCATION BASIS

Customer 
 $1,180,344  

11.3% Meters & 
Services 

 $612,612  
5.8% 

Base Capacity 
 $3,949,957  

37.7% 

Peak Capacity 
 $4,678,803  

44.6% 

Fire Protection 
 $57,162  

0.5% 

PREPARED BY FCS GROUP, INC.

(425) 867-1802

Func Alloc

Kirkland Water COSA Model - Final Page 5

E-page 107



City of Kirkland
Water - Cost of Service Analysis
Customer Allocation

Projected 2015 Statistics % of Total
Projected 2015 Statistics Residential Multi-Family Commercial Irrigation Total Residential Multi-Family Commercial Irrigation Total

Accounts 10,270 793 741 209 12,013 85% 7% 6% 2% 100%
MCEs 11,333 3,736 3,066 683 18,818 60% 20% 16% 4% 100%
MSEs 10,558 1,636 1,536 334 14,064 75% 12% 11% 2% 100%
Summer Use 380,473 ccf 132,689 ccf 125,411 ccf 127,459 ccf 766,032 ccf 50% 17% 16% 17% 100%
Winter Use 454,859 ccf 244,935 ccf 196,609 ccf 32,561 ccf 928,965 ccf 49% 26% 21% 4% 100%
Total Use 835,332 ccf 377,624 ccf 322,020 ccf 160,020 ccf 1,694,997 ccf 49% 22% 19% 9% 100%
Incremental Summer Use 153,044 ccf 10,222 ccf 27,106 ccf 111,178 ccf 301,550 ccf 51% 3% 9% 37% 100%
Peak Month Use 105,530 ccf 34,520 ccf 32,101 ccf 41,451 ccf 213,603 ccf 49% 16% 15% 19% 100%
Fire Flow Requirement 180,000 gal 540,000 gal 630,000 gal 0 gal 1,350,000 gal 13% 40% 47% 0% 100%

Fire Flow Rate 1,500 gpm 3,000 gpm 3,500 gpm
Duration 120 Minutes 180 Minutes 180 Minutes

Allocation of 2015 Revenue Requirement 2015 Unit Cost
Residential Multi-Family Commercial Irrigation Total Residential Multi-Family Commercial Irrigation Total

Customer 1,009,077$          77,929$                72,773$                20,565$                1,180,344$          8.19$                    8.19$                    8.19$                    8.19$                    8.19$                    
Meters & Services 368,948$              121,631$              99,809$                22,223$                612,612$              2.71$                    2.71$                    2.71$                    2.71$                    2.71$                    
Base Capacity 1,946,626$          880,002$              750,424$              372,905$              3,949,957$          2.33$                    2.33$                    2.33$                    2.33$                    2.33$                    
Peak Capacity 2,323,869$          810,445$              765,990$              778,499$              4,678,803$          6.11$                    6.11$                    6.11$                    6.11$                    6.11$                    
Fire Protection 7,622$                  22,865$                26,676$                -$                           57,162$                0.06$                    0.51$                    0.73$                    -$                      0.25$                    
Total 5,656,141$          1,912,872$          1,715,672$          1,194,192$          10,478,877$        

OK Check

Cost of Service

Residential 5,008,402$          49.16% 5,656,141$          53.98% 647,739$              12.93% 5,254,213$          50.14% 245,811$              4.91%
Multi-Family 2,287,627            22.46% 1,912,872            18.25% (374,755)              -16.38% 2,287,627            21.83% -                        0.00%
Commercial 1,963,369            19.27% 1,715,672            16.37% (247,696)              -12.62% 1,963,369            18.74% -                        0.00%
Irrigation 928,117                9.11% 1,194,192            11.40% 266,075                28.67% 973,668                9.29% 45,552                  4.91%

Total 10,187,514$        100% 10,478,877$        100% 291,363$             2.86% 10,478,877$        100% 291,363$             2.86%

[a] Multi-Family and Commercial see no increase/decrease. Incremental revenue 

requirement is made up between Residential and Irrigation

Accounts
MCEs

Total Use
Summer Use

Fire Flow Requirement

Alllocation Basis

Rate Adj. 

Needed to Cover 
2015 Revenue Percent of Total Rate Adjustment

EXISTING STRUCTURE COST OF SERVICE DIFFERENCE

$ Difference

PROPOSED PHASE-IN DIFFERENCE

$ DifferenceClass
2015 Revenue at 

Existing Rates
Percent of Total

COSA 2015 

Revenue
Percent of Total

Residential 
49.2% 

Multi-Family 
22.5% 

Commercial 
19.3% 

Irrigation 
9.1% 

% of Rate Revenue: Existing Structure 

Residential 
54.0% 

Multi-Family 
18.3% 

Commercial 
16.4% 

Irrigation 
11.4% 

% of Rate Revenue: Full Cost of Service 

Residential 
50.1% 

Multi-Family 
21.8% 

Commercial 
18.7% 

Irrigation 
9.3% 

% of Rate Revenue: Proposed Structure 
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CITY OF KIRKLAND 
Planning and Community Development Department 
123 Fifth Avenue, Kirkland, WA 98033    425.587-3225  -  
www.kirklandwa.gov  

 
 

MEMORANDUM 
 
To: Kurt Triplett, City Manager 
 
From: Tony Leavitt, Associate Planner 
 Eric Shields, AICP, Planning Director 
 
Date: September 2, 2014 
 
Subject: Meritage Ridge Preliminary Subdivision Appeal Hearing, SUB13-02088 
 
 
RECOMMENDATION 
 
Staff recommends that the City Council consider the Appeal of the Hearing Examiner’s 
Approval filed by Kathryn O’Neill and direct staff to return to October 7th Council meeting 
with a resolution to either: 
 

Affirm the decision of the Hearing Examiner; or  
Modify or reverse the decision of the Hearing Examiner. 

 
In the alternative, direct that the application be considered at a reopening of the hearing 
before the Hearing Examiner and specify the issues, related to the appeal, to be 
considered at the hearing. 
 
The City Council may, by a vote of at least five members, suspend the Council rule that 
requires a vote on the matter at the next meeting and vote on the application at this 
meeting. A resolution reflecting the recommendation of the Hearing Examiner is 
enclosed. 
 
BACKGROUND DISCUSSION 

 
City Council Rules of Procedure 
Under the Council Rules of Procedure, Section 25, the City Council shall consider a 
Process IIA appeal at one meeting and vote on the application at the next or a 
subsequent meeting. The City Council may, by a vote of at least five members, suspend 
the rule to vote on the matter at the next meeting and vote on the application at this 
meeting. The Council vote shall occur within 60 calendar days of the date on which the 
letter of appeal was filed. In this case, the appeal was filed on July 14th and 60 calendar 
days is September 12th. The appeal hearing was originally scheduled for September 2nd, 
but the appellant was out of town on that date. 

Council Meeting:  09/16/2014 
Agenda: New Business 
Item #:  11. a.

E-page 109

http://www.kirklandwa.gov/


Meritage Ridge Appeal Hearing  
PCD File No. SUB13-02088 

Page 2 of 5 
 

 
 
 
City Council Consideration 
 
Pursuant to Chapter 150 of the Zoning Code, the City Council must consider the appeal 
of the Process IIA Decision based on the record before the Hearing Examiner and the 
decision of the Hearing Examiner. The appellant and applicant are the only people 
allowed to participate in the appeal hearing; and the applicant may submit a written 
response to an appeal filed by an appellant. However, the City Council, in its discretion, 
may ask questions of the appellant, applicant or staff regarding facts in the record, and 
may request oral argument on legal issues. The City Council shall allow each side 
(proponents and opponents) to speak for a maximum of ten minutes each. 
 
After considering all arguments within the scope of the appeal submitted by persons 
entitled to participate in the appeal, the City Council shall, by motion approved by a 
majority of its total membership, take one of the following actions: 
 

 If City Council determines that the disputed findings of fact and conclusions of 
the Hearing Examiner are the correct findings of fact and conclusions, the 
Council shall affirm the Hearing Examiner’s decision. 

 If City Council determines that the disputed findings of fact and conclusions of 
the Hearing Examiner are not correct and that correct findings of fact and 
conclusions do not support the decision of the Hearing Examiner, the Council 
shall modify or reverse the decision. 

 In all other cases, the Council shall direct the Hearing Examiner to hold a 
rehearing on the matter. The motion may limit the scope of the matters to be 
considered at this rehearing.  

 
Project Proposal 
 
The proposal is to subdivide five existing parcels (totaling 5.98 acres) into 36 separate 
lots in a RSA 8 Zone.  The RSA zone is a single family residential zone with a maximum 
density of 8 units per acre and a minimum lot size of 3,800 square feet. See Enclosure 1 
for the site plan. Access to the lots will be provided via a new access road off of 136th 
Avenue NE. The new access road will also connect to the existing NE 129th Street right-
of-way, to the west of the site, to create a new through road. 
 
Public Hearing 
 
Prior to the hearing, staff prepared an Advisory Report that was forwarded to all parties 
of record. The report recommended approval of the application subject to conditions. 
 
The Hearing Examiner held an open record public hearing on June 18, 2014. City Staff, 
the applicants, and 13 individuals testified during the hearing (see Enclosure 2 for Draft 
Hearing Minutes). Testimony at the hearing focused on the proposed road connection 
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and the potential impacts to the existing neighborhoods to the west of the site. An audio 
recording of the hearing is located here: Meritage Ridge Audio Recording. 
 
Hearing Examiner Decision 
 
On June 25th, the Hearing Examiner approved the application subject to the conditions 
outlined in her report (see Enclosure 3 for report and links to all exhibits). The Hearing 
Examiner concluded that the proposed NE 129th Street connection was consistent with 
applicable Comprehensive Plan Policies and approved the connection. 
 
Appeal of Hearing Examiner’s Decision 
 
On July 14th, Kathryn O’Neill (a party of record) filed a timely appeal of the Hearing 
Examiner’s Approval Decision (see Enclosure 4). Ms. O’Neill’s appeal contests the 
extension and connection of the NE 129th Street stub with 136th Avenue NE. The 
appellant bases her appeal on the following: 
 

 The City of Kirkland Planning Department (and other entities cited in Exhibit A) 
did not use substantially current data when proposing recommendations, 
guidelines and conditions to the applicant (Harbor Homes LLC); and 
 

 The current plan is in clear violation of numerous transportation goals and 
related policies as outlined in the City of Kirkland Comprehensive Plan. 

 
Staff Analysis of Appeal 
 
KZC Section 150.100.1 requires that staff prepare an analysis of the specific factual 
findings and conclusions disputed in the letter of appeal. 
 
Traffic Data 
 
The appellant contends that the traffic data that staff reviewed as part of the Traffic 
Impact Analysis (TIA) Report review was grossly inaccurate.  

 
Staff response: The City’s Transportation Engineer concluded that the data used 
in the applicant’s TIA report followed City TIA guidelines and the scope of the 
analysis was approved by the engineer. 

 
Additionally, the appellant claims that the “recent spike of development in the area” was 
not considered in the TIA.  

 
Staff response: Staff reviews projects for traffic concurrency at the time that a 
complete development application is submitted. The proposed project passed 
traffic concurrency on October 9, 2013. All other projects that had previously 
applied for traffic concurrency approval (including the nearby Momco and 
Vintner’s West Plats) were considered in the concurrency analysis for this 

E-page 111

http://kirkland.granicus.com/MediaPlayer.php?view_id=18&clip_id=2900


Meritage Ridge Appeal Hearing  
PCD File No. SUB13-02088 

Page 4 of 5 
 

project. All future developments in the area will have to pass the same traffic 
concurrency test. 

 
Transportation Engineering Staff will be present at the appeal hearing to answer any 
technical questions. 
 
Comprehensive Plan Policies 
 
The appellant claims that the proposal is direct violation of numerous goals and polices 
outlined in the transportation section of the Comprehensive Plan. Specific policies are 
stated in the appeal letter and Staff will address each one. 
 
Policy T-4.1: Promote efficient use of existing rights-of-way through measures such as: 

 Intersection improvements; 
 Time-of-day parking restrictions along congested arterials;  
 Signal timing optimization; 
 Added center left-turn lanes; and  
 Limiting left turns along congested arterials. 

 
Appellant: The plan for the road connection would violate this policy by encouraging 
rather than limiting left turns. 
 
Staff Response: NE 132nd Street and 136th Avenue NE are not classified as arterial 
streets, so this policy would not apply. 

 
Policy T-4.2: Consider improvements such as queue bypasses, time-of-day parking 
restrictions, transit signal priority and arterial transit lanes for transit or carpool use that 
will increase the people carrying capacity of roadways. 
 

Appellant: This policy was largely ignored in the report. Conditions such as the 
persistent parking issues along NE 132nd Street were not recommended as a traffic 
mitigation option. 
 
Staff Response: Public Works Staff determined that project did not require any 
offsite mitigation including the mitigation of existing parking conditions along NE 
132nd Street. Parking restrictions could be proposed and reviewed thru the City’s 
Neighborhood Traffic Control Program.  Parking violations would be addressed by 
the Kirkland Police Department. 

 
Policy T-1.2: Mitigate adverse impacts of transportation systems and facilities on 
neighborhoods.  
Transportation systems and facilities can have adverse impacts on neighborhoods such 
as: 

 Safety problems due to speeding vehicles and increasing traffic volumes; 
 Increased traffic resulting from drivers seeking alternate routes to congested 

arterials; and/or  

 Air and noise pollution. 
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Appellant: The proposed connection deeply breached this policy and the road 
connection comes without the ability to mitigate the overall burden on 136th Avenue 
NE. 
 
Staff Response: To address this policy, the supporting text for Policy T-1.2 calls out 
techniques to use to avoid these impacts or mitigate them when avoidance is not 
possible including: 

 Developing and implementing neighborhood-appropriate street design standards 
which are appropriate for the neighborhood. 

 Creating an interconnected system of streets to distribute the traffic load and 
lessen the burden on any given street. 

The proposed connection would complete these interconnected streets.  The 
Hearing Examiner concluded Staff's recommendation for use of traffic calming 
techniques on the road, such as speed bumps, and stop signs at intersections, is 
consistent with Comprehensive Plan Policies T-1.2. 

 
Policy T-1.3: Establish a street system that promotes and maintains the integrity of 
neighborhoods. 
 

Appellant: This section is simply cited, but not explained. 
 

Staff Response: This text supporting this policy continues with the following: 
 
The street system is more than a circulation route; it is a major land use that exerts 
a strong influence on neighborhood integrity. Too often, this influence is seen as 
disruptive and intrusive. The street system can, however, be a strong positive force 
in promoting neighborhood integrity. As an example, streets can: 

 Allow for local and internal circulation; 
 Contribute to a sense of safety and security; 
 Have urban greenery and take advantage of opportunities for scenic 

views; 

 Provide recreational opportunities for bicyclists and pedestrians; and 
 Be a place for special events and street block parties. 

To promote neighborhood integrity, streets should be classified, designed, and 
developed in a manner that recognizes and respects the surrounding neighborhood. 
 
The proposed street classification and design elements are consistent with this 
policy. 

  
ENCLOSURES 
 

1. Site Plan 
2. Hearing Minutes from June 18th Hearing 
3. Hearing Examiner Decision and Exhibits 
4. Appeal Letter filed by Kathryn O’Neill 
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DRAFT 
 

 

KIRKLAND HEARING EXAMINER 
June 18, 2014 

 
 
 
 
1. CALL TO ORDER (7:00 PM) 

 

Hearing Examiner Sue Tanner called the hearing to order at 7:00 p.m. 
 

Hearing Examiner Sue Tanner opened the hearing, provided the project address, 12817 
136th Avenue NE; 13407, 13419, 13505 NE 129th Street and 13511 NE 129th Pl., and the 
file number, SUB13-02088, and described hearing procedures. 

 

2. PUBLIC HEARINGS (7:01 PM) 
 

A. Meritage Ridge 36 Lot Preliminary Plat, FILE NO.:  SUB13-02088, ADDRESS: 12817 
136th Avenue NE; 13407, 13419, 13505 NE 129th Street & 13511 NE 129th Place 

 

Ms. Tanner swore in Tony Leavitt, Associate Planner. Mr. Leavitt submitted the 
following exhibit which Ms. Tanner entered into the record: 

 
B. Five additional citizen letters 

 
Mr. Leavitt presented and relayed staff's recommendation. Mr. Thang Nguyen, 
Transportation Engineer, was also available for discussion. 

 

Applicant Ms. Tanner swore in the Applicant, Mayer Bouji, D R Strong Consulting 
Engineers. 

 

Public Testimony Ms. Tanner swore in all at once the audience members that were 
providing testimony tonight. 

 

Kathryn and Keith O’Neil, 12822 133rd Place NE, Kirkland. 
 

Kevin Smith, 12930 133rd Place NE, Kirkland 

Elaine Berryman, 12924 133rd Place NE, Kirkland. 

Lara Sosnosky, 12909 133rd Place NE, Kirkland. 

Jack Berryman, 12924 133rd Place NE, Kirkland. Ms. Tanner entered the following 
documents into the record: Exhibit C: Photographs Exhibit D. Additional citizen 
letters 

 

Luanna Chandler, 13215 NE 129th Place, Kirkland. 

Tom McGowan, 13112 132nd Place NE, Kirkland. 

Kim Chandler, 13215 NE 129th Place, Kirkland. 

Bob and Lisa Hedrick, 13016 133rd Place NE, Kirkland. 

Jeff Parks, 12936 133rd Place NE, Kirkland. 

Liz Parks, 12936 133rd Place NE, Kirkland. 

Meritage Ridge Appeal 
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Frankie Bottinelli, 13215 NE 130th Place, Kirkland. 

Tim Su, 12910 NE 133rd Place NE, Kirkland. 

Staff Response Mr. Leavitt responded to comments made during public testimony. 
Ms. Tanner swore in Transportation Engineer, Thang Nguyen. Mr. Nguyen 
addressed comments made during public testimony. 

 

Ms. Tanner swore in Rob Jammerman. Development Engineering Manager. He 
addressed comments made during public testimony. 

 

Applicant Response 
 

There was no response from the Applicant 
 

Ms. Tanner 
 

3. ADJOURNMENT 
 

Ms. Tanner closed the hearing and adjourned the meeting at 8:23 p.m. 
 
 
 
 
 
 

 
Planning Staff 
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Exhibit A 
The Staff Advisory Report and Attachments for June 18, 2014 Hearing can 
be found here: 

Staff Report and Attachments 1 thru 5 

Attachments 6 thru Attachment 10 
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RESOLUTION R-5068 
 
 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF KIRKLAND 
AFFIRMING THE HEARING EXAMINER DECISION APPROVING THE 
MERITAGE RIDGE PRELIMINARY SUBDIVISION IN DEPARTMENT OF 
PLANNING AND COMMUNITY DEVELOPMENT FILE NO. SUB13-02088. 
 
 WHEREAS, Harbor Homes LLC filed an application with the 
Department of Planning and Community Development for approval, 
through Process IIA review, of a preliminary subdivision located within 
a Single-Family (RSA) 8 zone; and 
 
 WHEREAS, the Hearing Examiner held an open record hearing 
on the application on June 18, 2014; and 
 
 WHEREAS, after considering all of the documents, testimony, 
and comments submitted at the hearing, the Hearing Examiner 
entered her Findings, Conclusions, and, Decision approving the 
application for the preliminary subdivision on June 25, 2014; and 
 
 WHEREAS, Kathryn O’Neill filed a timely appeal of the Hearing 
Examiner’s decision to approve the application for the preliminary 
subdivision on July 14, 2014; and 
 
 WHEREAS, the City Council, in a closed record appeal hearing 
held during the September 16, 2014, regular meeting, having carefully 
considered the appeal, the staff report on the appeal, the record 
developed in the hearing before the Hearing Examiner, and the oral 
and written arguments of the persons entitled to participate in the 
appeal hearing. 
 
 NOW, THEREFORE, be it resolved by the City Council of the 
City of Kirkland as follows: 
 

Section 1.  The Hearing Examiner decision approving the 
Meritage Ridge Preliminary Subdivision is affirmed and the Findings, 
Conclusions, and Decision of the Hearing Examiner entered June 25, 
2014, and filed in the Department of Planning and Community 
Development File No. SUB13-02088 are adopted by the City Council. 
 
 Passed by majority vote of the Kirkland City Council in open 
meeting this _____ day of __________, 2014. 
 
 Signed in authentication thereof this ____ day of __________, 
2014.  
 
 
 

Council Meeting:  09/16/2014 
Agenda: New Business 
Item #:  11. a.
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    ____________________________ 
    MAYOR 
 
Attest: 
 
 
______________________ 
City Clerk 
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CITY OF KIRKLAND 
City Attorney’s Office 
123 Fifth Avenue, Kirkland, WA  98033  425.587.3030 

www.kirklandwa.gov 

 
 

MEMORANDUM 
 
To: Kurt Triplett, City Manager 
 
From: Oskar Rey, Assistant City Attorney 
 
Date: September 8, 2014 
 
Subject: Agreement Regarding Impact Fees and SEPA Mitigation Fees with SRMKII, 

LLC  
 
RECOMMENDATION 
 
That the City Council adopts the attached resolution approving the Agreement Regarding Payment 
and Use of SEPA Mitigation Fees and Impact Fees (“Agreement”) with SRMKII, LLC (“SRM”).  The 
Agreement coordinates payment of development fees and installation of required public 
improvements with respect to the Phase II expansion of the Google campus. 
 
BACKGROUND 
 
SRM is currently developing property located at 451 Seventh Avenue South, Kirkland, Washington 
(“Property”) in connection with the Phase II Google expansion (“Project”).  In connection with 
the Project, SRM was required to pay transportation impact fees in the amount of $1,373,400 
pursuant to Kirkland Municipal Code Chapter 27.04.  In addition, as part of the State 
Environmental Policy Act (“SEPA”) process, SRM agreed to construct or pay for installation of 
several public improvements.  SRM will pay an additional $1,346,450 in SEPA mitigation fees 
which will fund City installation of certain public improvements required under SEPA.  Finally, SRM 
will install certain public improvements in connection with its Project work. 
 
A spreadsheet summarizing the required SRM mitigation payments is attached to this staff report 
as Attachment A.  What follows is a summary of the required public improvements, their estimated 
cost, and who will install them:  
 
Traffic Signal at 6th Street South and Kirkland Way.  This public improvement is on the 
Capital Facilities Plan list and is eligible for use of impact fees.  The current estimate for design 
and construction of this traffic signal is $1,200,550.  The Agreement provides that the City will 
construct the 6th Street South and Kirkland Way traffic signal and may utilize transportation impact 
fees for the purposes of doing so.  SRM has contributed transportation impact fees of $1,373,400, 
and the 6th Street South and Kirkland Way traffic signal is the only required public improvement 
for the Project that is eligible for transportation impact fees.  To the extent SRM’s transportation 
impact fee contribution exceeds the cost of the 6th Street South and Kirkland Way traffic signal, 
the remaining impact fees will be held and expended by the City as general transportation impact 
fees, which must be expended within 10 years.  Any costs in excess of the current engineer’s 

Council Meeting:  09/16/2014 
Agenda: New Business 
Item #:  11. b.
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estimate of $1,200,550 will be the responsibility of the City (see Agreement, Section 2.1 and 
Section 3). 
 
7th Avenue South Frontage Improvements.  Installation of the 7th Avenue South 
improvements requires coordination between the City and SRM.  Under the Agreement, the City 
is required to install water, sewer and partial storm water facilities on 7th Avenue South by 
December 31, 2014, and the City has already awarded a bid for that work (these utility 
improvements are not required SEPA mitigation and are being done by the City in advance of the 
street frontage improvements).  After utility installation, SRM will install frontage improvements 
on 7th Avenue South no later than May 31, 2015.  The frontage improvements will extend to State 
Street.  The Agreement takes into account the possibility that the portion of the frontage 
improvements closest to State Street may be installed in connection with another development 
in that area (see Agreement, Section 1.1, second paragraph).  After that, the City will overlay 7th 
Avenue South.  Each party will install its portion of the 7th Avenue South improvements at its own 
cost (see Agreement, Section 1.1).  
 
Traffic Signal at 6th Street South and 9th Avenue South.  Pursuant to SEPA, SRM is required 
to install or pay for a new traffic signal at this intersection.  The current Capital Improvement 
Plan project cost estimate for site acquisition, design and construction of this traffic signal is 
$1,013,300, including a contingency in the amount of $49,590.  Under the Agreement, SRM will 
contribute this amount to the City for this signal.  To the extent the cost of this signal exceeds 
the current estimate, SRM will reimburse the City for the excess cost.  If the total cost of the 
signal is less than $1,013,300, the City will refund or credit SRM the difference (see Agreement, 
Section 2.2 and Section 3). 
 
6th Street South Frontage Improvements.  The Agreement provides that the City will install 
frontage improvements along 6th Street South from the northeast corner of the Property to the 
intersection of 6th Street South and 1st Avenue South.  The engineer’s estimate for this work is 
$583,150.  The City is utilizing Transportation Improvement Board grant funding for this work in 
the amount of $250,000.  SRM is contributing $333,150.  The City would be responsible for any 
costs above the current estimate (see Agreement, Section 2.3 and Section 3). 
 
There are several other aspects of the Agreement that should be summarized: 
 
Certificate of Occupancy.  For contractual reasons, SRM needs to have a Certificate of 
Occupancy for the Project by May 30, 2015.  The required public improvements are development 
conditions for the Project.  The Agreement provides that if work to be performed by the City is 
not complete by May 30, 2015, the City will not use that as a basis for declining to issue Certificate 
of Occupancy.  SRM would still be required to complete the other items it is responsible for in 
order to receive Certificate of Occupancy for the Project (see Agreement, Section 2.4). 
 
Payment Schedule.  SRM has already paid $1,373,400 in transportation impact fees.  The 
Agreement requires payment of SEPA mitigation fees in the additional amount of $1,346,450.  
Under the Agreement, this amount will be paid in three equal installments within 30, 120 and 210 
days of execution of the Agreement (see Agreement, Exhibit C).   
 
Latecomer’s Agreement Option.  Some of the improvements installed or paid for by SRM may 
be eligible for a street latecomer agreement, which would provide for reimbursement of SRM by 
subsequent developments that are benefitted by the public improvements.  Establishment of a
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street latecomer agreement requires that the benefitted properties be identified, and to the extent 
those properties are developed or redeveloped within 15 years, the developer would pay SRM a 
proportionate share of the cost of the public improvements.  The City’s street latecomer 
agreement regulations are set forth at KMC Chapter 19.28 and corresponding state law provisions 
are set forth at RCW Chapter 35.72.  SRM has not indicated that it intends to establish a latecomer 
agreement, but would like to keep open the option of doing so within 90 days of completion of 
the public improvements (see Agreement, Section 5).  
 
Adoption of the attached Resolution will authorize the City to enter into the Agreement with SRM 
and allow for coordination of installation of (and payment for) the required public improvements 
for the Phase II expansion of the Google campus. 
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Google Phase II Mitigation Payments
Projects to be constructed by the City

Project # CIP Cost Estimate SRM Impact Fee SRM Cash City TIB Grant
Traffic Signal at 6th St. and Kirkland Way TR-65 $1,200,550 $1,200,550
6th Street Sidewalk NM-82 $583,150 $333,150 $250,000
Traffic Signal at 6th St. and 9th Ave TR-115 $1,013,300 $1,013,300

Total Payment due from SRM to City Notes:
Paid Unpaid

Traffic Impact Fees TR-65 $1,373,400 $1,200,550 will be used to fund 6th St/Kirkland Way signal.  $172,850 to Impact Fee fund for other CFP projects
6th Street Sidewalk NM-82 $333,150 Contribution capped at $333,150; any cost overruns will be paid by the City.
Traffic Signal at 6th St. and 9th Ave TR-115 $1,013,300 Based on CIP project cost estimate including a $49,590 contingency.  Any additional costs will be borne by SRM
Total Unpaid $1,346,450
Total SRM Mitigation Payment $2,719,850

Note:  Impact fees are expended on a "first in, first out" basis.  The impact fees expended by the City on the above Projects will not be the same impact fees contributed by SRM

Funding

Amount
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RESOLUTION R-5069 
 
 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF KIRKLAND 
APPROVING AN AGREEMENT REGARDING PAYMENT AND USE OF SEPA 
MITIGATION FEES AND IMPACT FEES WITH SRMKII, LLC WITH 
RESPECT TO THE PHASE II GOOGLE CAMPUS EXPANSION PROJECT. 
 

WHEREAS, SRMKII, LLC (“SRM”) is the owner of real property 
commonly known as 451 Seventh Avenue South, Kirkland, Washington; 
and 

 
WHEREAS, SRM intends to construct a commercial office building 

on the property consisting of approximately 180,792 square feet 
(“Project”) which SRM is leasing to Google, Inc. (“Google”);  and  

 
WHEREAS, pursuant to City regulations and the State 

Environmental Policy Act (“SEPA”), SRM is required to pay impact fees, 
mitigation fees and install certain road and utility infrastructure 
improvements in connection with the Project; and  

 
WHEREAS, the City and SRM would like to enter an Agreement 

that coordinates installation of, and payment for, the required public 
improvements;    
 
 NOW, THEREFORE, be it resolved by the City Council of the City 
of Kirkland as follows: 
 
 Section 1.  The City Manager is hereby authorized and directed 
to execute the Agreement Regarding Payment and Use of SEPA 
Mitigation Fees and Impact Fees, substantially in the form of the 
Agreement attached to this Resolution. 
 
 Passed by majority vote of the Kirkland City Council in open 
meeting this _____ day of September, 2014. 
 
 Signed in authentication thereof this ____ day of  
September, 2014.  
 
 
    ____________________________ 
    MAYOR 
 
Attest: 
 
 
______________________ 
 
City Clerk 

Council Meeting:  09/16/2014 
Agenda: New Business 
Item #:  11. b
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AGREEMENT REGARDING PAYMENT AND USE OF SEPA MITIGATION FEES AND 

IMPACT FEES 

 

 THIS AGREEMENT REGARDING PAYMENT AND USE OF SEPA MITIGATION FEES AND 

IMPACT FEES (“Agreement”) is made and entered into as of ___________________, 2014 (the “Effective 

Date”), by and between the CITY OF KIRKLAND, a non-charter, optional code Washington municipal 

corporation (the “City”); and SRMKII, LLC, a Washington limited liability company (the “Developer”).  

 

RECITALS 

 

 A. Developer is the owner of certain real property generally located at 451 7th Ave. South, in 

Kirkland, Washington, and legally described on the attached Exhibit A (the “Property”).  

 

 B. Developer intends to construct a commercial office building on the Property consisting of 

approximately 180,792 square feet (the “Project”), as shown on the site development plan attached hereto as 

Exhibit B. As of the Effective Date, the entirety of the Project is leased to Google, Inc. (“Google”).  

 

 C. As a prerequisite to further development of the Project, the City has required Developer to 

install, or pay for the installation of, certain offsite improvements (designated herein as the Developer 

Improvements and the City Improvements, which collectively constitute the “Offsite Improvements”). The 

Offsite Improvements are intended to reduce traffic congestion near, and improve access to, the Project. Some 

of the Offsite Improvements are also required as reasonable mitigation measures as the result of the State 

Environmental Policy Act (“SEPA”) review for the Project.  

 

 D. The parties desire to enter into this Agreement to set forth their understanding and agreement 

with respect to the performance of the foregoing work and responsibility for the costs associated therewith. 

 

 NOW, THEREFORE, in consideration of the mutual covenants and promises contained herein, the 

sufficiency of which is acknowledged, the parties hereto agree as follows: 

 

1. Required Developer Improvements.  Developer shall furnish and install, at its sole cost and 

expense, the Offsite Improvements described in Section 1.1 (the “Developer Improvements”), all in accordance 

with the Kirkland Zoning Code (“KZC”) and the Plans (as defined in Section 1.2, below): 

1.1 7th Avenue South Frontage Improvements. As used in this Agreement, the term 

“Frontage Improvements” means, with respect to any public street, all frontage improvements 

required to bring such street into compliance with the KZC, including, without limitation, vertical 

curbs, gutters, storm water drainage systems, sidewalks, and associated landscaping. No later than 

December 31, 2014, the City will install water, sewer and partial storm water facilities on 7th 

Avenue South (“Utility Installation”). After Utility Installation, and no later than May 31, 2015, 

(the “7th Avenue Improvement Deadline”), Developer shall install Frontage Improvements on the 

south side of 7th Avenue South along the entire frontage of the Property, and extending westerly 

from the northwest corner of the Property approximately four hundred (400) feet (the “Developer 

7th Avenue Frontage Improvement Cutoff”). As soon as reasonably practicable after Developer’s 

installation of the foregoing Frontage Improvements, the City shall overlay 7th Avenue South at its 

sole cost and expense.  
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In addition to the foregoing, if by the 7th Avenue Improvement Deadline the City has not 

entered into an agreement with another developer providing for the installation of Frontage 

Improvements from the Developer 7th Avenue Frontage Improvement Cutoff westerly to the 

existing Frontage Improvements located directly east of the southeast corner of 7th Avenue South 

and State Street South (the “Adjacent 7th Avenue Property Frontage Improvements”), or any portion 

thereof, Developer shall install such Adjacent 7th Avenue Property Frontage Improvements at 

Developer’s sole cost and expense; provided, however, that Developer may be entitled to 

reimbursement for such costs in accordance with Section 5 hereof. The City shall notify Developer 

within one (1) business day following the date on which the City enters into an agreement with 

another developer providing for the installation of the Adjacent 7th Avenue Property Frontage 

Improvements. 

1.2 Plans and Specifications. Following the Effective Date, Developer shall submit 

plans and specifications for the Developer Improvements (“Plans”) to the City. The City shall 

promptly review Developer’s proposed Plans and either (i) deliver a written notice to Developer 

accepting the Plans; or (ii) provide Developer with written objections to the Plan, in which event 

Developer shall revise the Plans accordingly and resubmit the same to the City. Following the 

City’s approval of the Plans, Developer shall construct and install the Developer Improvements in 

strict conformance with the Plans.  

1.3 Inspections. At all times during construction of the Developer Improvements, the 

City shall have the right, but not the duty, to inspect materials and workmanship, and all materials and 

work shall conform to the accepted Plans.  Any material or work not conforming to the accepted Plans 

shall promptly be removed or replaced to the satisfaction of the City at the Developer's expense. 

1.4 Voluntary Developer Improvements. In addition to the required Developer 

Improvements described above, Developer may, but shall not be required to, (i) install curbs and 

gutters along the east side of 5th Place South extending from the northeastern corner of 7th Avenue 

South to a location reasonably determined by Developer, and (ii) provide an additional layer of 

asphalt over such portions of 5th Place South as determined by Developer in its sole and absolute 

discretion.  Notwithstanding the foregoing, an asphalt overlay may be required by the City on 5th 

Place South due to damage from construction traffic related to this Project. 

2. City Improvements. The City shall furnish and install the following offsite improvements 

(collectively, the “City Improvements”), the costs of which shall be borne by the City and Developer in 

accordance with Section 3: 

2.1 Kirkland Way/6th Street South Traffic Signal. The City acknowledges that the 

installation of traffic signals and related crosswalks and intersection improvements at Kirkland 

Way and 6th Street South (the “Kirkland Way/6th Street South Traffic Signal”) is a City-imposed 

condition to the issuance of a final certificate of occupancy for the Project.  The City shall install 

the Kirkland Way/6th Street South Traffic Signal within a reasonable period of time from the date 

of this Agreement.  The current estimate for design and construction of the Kirkland Way/6th Street 

South Traffic Signal is $1,200,550.  
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2.2 6th Street South/9th Avenue South Traffic Signal.  The parties acknowledge that the 

installation of traffic signals and related intersection improvements at 6th Street South and 9th 

Avenue South is a SEPA condition for the Project.  The City shall install the 6th Street South/9th 

Avenue South Traffic Signal within a reasonable period of time from the date of this Agreement.  

The current estimate for design and construction of the 6th Street South/9th Avenue South Traffic 

Signal is $1,013,300.   

2.3 6th Street South Frontage Improvements. The City shall install Frontage 

Improvements along the west side of 6th Street South, from the northeast corner of the real property 

located generally at 747 6th Street South extending to the intersection of 6th Street South and 1st 

Avenue South within a reasonable period of time from the date of this Agreement. The current 

estimate for the design and construction of the 6th Street South Frontage Improvements is $583,150.   

2.4 Issuance of Certificate of Occupancy. Notwithstanding any provision of this 

Agreement to the contrary, if the City fails to install the Kirkland Way/6th Street South Traffic 

Signal, the 6th Street South/9th Avenue South Traffic Signal, or the 6th Street South Frontage 

Improvements by May 30, 2015, and there are no other outstanding conditions to the issuance of a 

final certificate of occupancy for the Project, the City shall take all actions necessary to issue a 

final, unconditional certificate of occupancy for the Project to Developer, effective no later than 

May 30, 2015. The City shall indemnify, defend, and hold Developer harmless from and against 

any and all debts, duties, obligations, liabilities, liens, suits, claims, demands, causes of actions, 

damages, losses, costs and expenses (including, without limitation, legal expenses and attorneys’ 

fees with respect to the same or to enforce the foregoing) incurred by reason of or in connection 

with the City’s breach of its obligations under this Section 2.1. 

 
3. Payment for Offsite Improvements. Developer shall be responsible for one hundred percent 

(100%) of the costs associated with the Developer Improvements. As of the Effective Date, Developer has 

paid transportation impact fees of One Million Three Hundred Seventy-Three Thousand Four Hundred 

Dollars ($1,373,400.00). Developer shall contribute an additional One Million Three Hundred Forty Six 

Thousand Four Hundred Fifty Dollars ($1,346,450.00) (the “Developer City Improvement Contribution”) 

towards the cost of the City Improvements, in accordance with the payment schedule attached hereto as 

Exhibit C. The Parties acknowledge that the additional $1,346,450 contribution is a SEPA mitigation fee 

and not a transportation impact fee.  Payment in full of the Developer City Improvement Contribution shall 

be a condition of obtaining a certificate of occupancy for the Project. With respect to the Kirkland Way/6th 

Street South Traffic Signal and 6th Street South Frontage Improvements, the costs for the design and 

installation of the City Improvements in excess of the current estimate will be borne entirely by the City.  

With respect to the 6th Street South/9th Avenue South Traffic Signal, the Developer shall reimburse the City 

for any costs reasonably incurred by the City above the current estimate.  In the event the City’s actual 

design and installation costs for the 6th Street South/9th Avenue South Traffic Signal are lower than the 

current estimate of $1,013,300, the City shall either refund or credit the difference between the current 

estimate and the actual cost to the Developer in timely fashion. From time to time, upon Developer’s 

request, the City shall deliver to Developer any and all invoices and other documentation relating to the 

costs incurred by the City with respect to the 6th Street South/9th Avenue South Traffic Signal. For the 6th 

Street South/9th Avenue South Traffic Signal, the City shall establish a small advisory committee, with a 

representative of Developer as a member, for the purpose discussing issues of project cost.  The small 

advisory committee may advise and provide input to the City on measures that may reduce or minimize 

project cost.  The City shall consider the input of the small advisory committee prior to making project 

decisions that significantly impact project cost, but the City shall retain ultimate decision-making authority 

with respect to the 6th Street South/9th Avenue South Traffic Signal project.     
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4. Completion of Offsite Improvements; Post-Installation Ownership and Maintenance of 

Offsite Improvements. As used in this Agreement, the “Completion Date” means the date on which the 

Offsite Improvements are completed and accepted by the City. Following the Completion Date and the 

required two year maintenance period, the Offsite Improvements will be owned and maintained by the City, 

at the City’s sole cost and expense. 

5. Reimbursement of Offsite Improvement Costs by Other Property Owners. The parties 

acknowledge that, pursuant to Chapter 19.28 of the Kirkland Municipal Code (“KMC”), Developer may be 

entitled to reimbursement for a portion of the costs associated with some of the Offsite Improvements 

(“Improvement Costs”) in the event any Subsequent Developer (as defined below) develops or redevelops 

an Assessment Reimbursement Property (as defined below). The Developer may seek reimbursement for 

Improvement Costs pursuant to KMC 19.28, including, without limitation, executing and recording an 

Assessment Reimbursement Contract as more particularly described below.  City staff will reasonably 

cooperate with Developer in establishing the Assessment Reimbursement Area (as defined in Section 5.2, 

below).  Developer acknowledges that some of the Offsite Improvements are not subject to reimbursement 

pursuant to KMC Chapter 19.28.   

5.1 Subsequent Developer. As used in this Agreement, the term “Subsequent 

Developer” means any person or entity who: (i) owns an Assessment Reimbursement Property, (ii) 

did not contribute any funds for the Offsite Improvements, (iii) develops its Assessment 

Reimbursement Property (or redevelops the same to a higher use) within fifteen (15) years 

following the date on which the Assessment Reimbursement Contract (as defined below) is 

recorded, and (iv) is not required to install a “street project” (as defined in KMC 19.28.030) in 

connection with such development or redevelopment because such street project was already 

installed by the City or Developer pursuant to this Agreement. As used in this Agreement, the term 

“Assessment Reimbursement Property” means any parcel of real property located within the 

Assessment Reimbursement Area, as determined by the City in accordance with Section 5.2.  

5.2 Assessment Reimbursement Area. Within ninety (90) days of the Completion 

Date, the Developer may (i) preliminarily determine which parcels of real property adjacent to the 

Offsite Improvements would require similar improvements if the same were developed or 

redeveloped (such parcels collectively comprising the “Assessment Reimbursement Area”), and 

(ii) deliver to City a memorandum describing the methodology used to determine the boundaries 

of the Assessment Reimbursement Area (“ARA Memo”). City shall review the ARA Memo and 

reasonably cooperate with the Developer on submitting the Assessment Reimbursement Contract 

to the City Council for approval. 

5.3 Final Approval of Assessment Reimbursement Area. Upon agreement between 

City staff and the Developer on the form of the Assessment Reimbursement Contract, the 

Developer  shall deliver to the Assessment Reimbursement Property owners of record a written 

notice that complies in all respects with the requirements of KMC 19.28.060(2) (“ARA Notice”). 

If any Assessment Reimbursement Property owner requests a hearing in writing within twenty (20) 

days following the mailing of the ARA Notice, the City Council shall conduct a hearing that 

complies in all respects with the requirements of KMC 19.28.060(2). The ruling of the City Council 

with respect to the Assessment Reimbursement Area following such hearing will be the final 

decision of the City. As used herein, the “Final Approval Date” means the later to occur of (i) 

twenty (20) days after the mailing of the ARA Notice, or (ii) if an Assessment Reimbursement 

Property owner timely requests a hearing in accordance with KMC 19.28.060(2), the date on which 

the City council finally approves the Assessment Reimbursement Area following such hearing. 
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5.4 Assessment Reimbursement Contract. Not later than ten (10) business days 

following the Final Approval Date, Developer and the City shall execute and Developer may record 

in the office of the King County Department of Records and Elections an Assessment 

Reimbursement Contract. in a form that is mutually agreeable to the City and Developer. Once 

recorded, the Assessment Reimbursement Contract will be binding upon all property owners within 

the Assessment Reimbursement Area. Offsite Improvements subject to reimbursement under the 

Assessment Reimbursement Contract will include design, grading, paving, installation of curbs, 

gutters, storm drainage, sidewalks, street lighting, traffic controls and other similar improvements 

as required by the street standards of the City. 

5.5 Responsibilities of City Following Recordation of Assessment Reimbursement 

Contract. Following the recordation of the Assessment Reimbursement Contract in accordance with 

this Section 5, the City shall not be responsible to Developer for any reimbursement payments 

required under the Assessment Reimbursement Contract, except as to moneys actually received by 

the City from Subsequent Developers. Developer acknowledges that pursuant to KMC 19.28.070, 

the City may retain up to fifteen percent (15%) of each payment received from a Subsequent 

Developer for administrative costs incurred with respect to the processing of the same.   

6. Grant of Tie-Back Easement for Benefit of Developer’s Property. The City hereby grants 

and conveys to Developer to and for the use and benefit of the Property, a temporary nonexclusive easement 

on, under, and across certain real property owned by the City, as generally depicted on the attached Exhibit 

D (hereinafter referred to as the “Tie Back Easement Area”). Such easement shall be used for the purpose 

of installing “tie-backs” and/or “tie rods” in conformity with industry standard specifications, and 

associated equipment to temporarily support the Project and for excavation associated therewith, together 

with the right of access onto the Tie Back Easement Area for pre-construction and construction activities, 

including, without limitation, measurement, pre-construction surveys, soil testing, installation, monitoring, 

adjustment, repair and destressing of the tie-backs and/or tie rods. The easement rights granted by the City 

pursuant to this Section shall commence on the Effective Date and shall continue until a final certificate of 

occupancy is issued for the Project.   

7. Approval of Agreement. The parties acknowledge that any agreement with a private 

developer pertaining to the construction or installation of a “street project” (as defined in KMC 19.28.030) 
entered into by the City must be approved by the City Council.  

   
8. Dispute Resolution Process.  The parties shall use their best efforts to resolve disputes 

arising out of or related to this Agreement using good faith negotiations.  If the dispute cannot be settled 

through negotiation, the parties agree first to try in good faith to settle the dispute through mediation before 

resorting to litigation. The fees for mediation will be borne equally by the parties.  

9. Modifications to Agreement.  This Agreement contains all terms, conditions and provisions 

agreed upon by the parties hereto, and shall not be modified except by written amendment executed by both 

parties.    

10. General Provisions. 

10.1 Governing Law. This Agreement shall be governed by and interpreted in 

accordance with the laws of the State of Washington. 

10.2 Agreement Binding on Successors.  This Agreement shall be binding upon and 

shall inure to the benefit of the heirs, successors and assigns of Developer, and upon the City, 

except as limited and conditioned in this Agreement.  
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10.3 Severability. If any provision of this Agreement is determined to be unenforceable 

or invalid in a final decree or judgment by a court of law, then the remainder of this Agreement not 

decreed or adjudged unenforceable or invalid shall remain unaffected and in full force and effect.  

In that event, this Agreement shall thereafter be modified, as provided immediately hereafter, to 

implement the intent of the parties to the maximum extent allowable under law.  The parties shall 

diligently seek to agree to modify the Agreement consistent with the final court determination, and 

no party shall undertake any actions inconsistent with the intent of this Agreement until the 

modification to this Agreement has been completed.  If the parties do not mutually agree to 

modifications within forty-five (45) days after the final court determination, then either party may 

initiate the mediation process under Section 8 for determination of the modifications that will 

implement the intent of this Agreement and the final court decision. 

10.4 Authority.  Each party respectively represents and warrants that it has the power 

and authority, and is duly authorized, to enter into this Agreement on the terms and conditions 

herein stated, and to deliver and perform its obligations under this Agreement. 

10.5 Exhibits Incorporated. All exhibits to this Agreement are incorporated by this 

reference as though fully set forth herein. 

10.6 Headings.  The headings in this Agreement are inserted for reference only and shall 

not be construed to expand, limit or otherwise modify the terms and conditions of this Agreement. 

10.7 Time of the Essence.  Time is of the essence of this Agreement and of every 

provision hereof.  Unless otherwise set forth in this Agreement, the reference to “days” shall mean 

calendar days.  If any time for action occurs on a weekend or legal holiday in the State of 

Washington, then the time period shall be extended automatically to the next business day. 

10.8 Entire Agreement.  This Agreement represents the entire agreement of the parties 

with respect to the subject matter hereof.  There are no other agreements, oral or written, except as 

expressly set forth herein and this Agreement supersedes all previous agreements, oral or written. 

10.9 Default and Remedies. 

(a) Cures Taking More Than Thirty Days.  No party shall be in default under 

this Agreement unless it has failed to perform as required under this Agreement for a period 

of thirty (30) days after written notice of default from any other party.  Each notice of 

default shall specify the nature of the alleged default and the manner in which the default 

may be cured satisfactorily. If the nature of the alleged default is such that it cannot be 

reasonably cured within the thirty (30) day period, then commencement of the cure within 

such time period and the diligent prosecution to completion of the cure shall be deemed a 

cure. 

(b) Attorneys’ Fees.  In any action to enforce or determine a party’s rights 

under this Agreement, the substantially prevailing party will be entitled to attorney’s fees 

and costs.  

10.10 No Third-Party Beneficiary.  This Agreement is made and entered into for the sole 

protection and benefit of the parties hereto and their successors and assigns.  No other person shall 

have any right of action based upon any provision of this Agreement.   
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10.11 Preparation of Agreement.  This Agreement has been reviewed and revised by 

legal counsel for both parties, and no presumption or rule construing ambiguity against the drafter 

of the document shall apply to the interpretation or enforcement of this Agreement. 

10.12 Notices.  All communications, notices, and demands of any kind that a party under 

this Agreement requires or desires to give to any other party shall be in writing and either 

(i) delivered personally, (ii) sent by facsimile transmission with an additional copy mailed first 

class, or (iii) deposited in the U.S. mail, certified mail postage prepaid, return receipt requested, 

and addressed as follows: 

 If to the City:   City of Kirkland 

   123 Fifth Avenue 

   Kirkland, WA 98033 

   Attn: Oskar Rey 

 

If to Developer:  SRMKII, LLC 

   111 N. Post Street, Suite 200 

   Spokane, WA 99201 

   Attn: Bryan P. Stone 

 

With a copy to: Lukins & Annis, P.S. 

   717 W. Sprague Ave., Suite 1600 

   Spokane, WA 99201 

   Attn: James S. Black 

  

Notice by hand delivery or facsimile shall be effective upon receipt, provided that notice 

by facsimile shall be accompanied by mailed notice as set forth herein and shall be evidenced by a 

machine-printed confirmation of successful transmission. If deposited in the mail, certified mail, 

return receipt requested, notice shall be deemed delivered forty-eight (48) hours after deposited.  

Any party at any time by notice to the other party may designate a different address or person to 

which such notice or communication shall be given. 

10.13 Delays.  If either party is delayed in the performance of its obligations under this 

Agreement due to force majeure, then performance of those obligations shall be excused for the 

period of delay.  

10.14 Indemnification.  Except as otherwise specifically provided elsewhere in this 

Agreement and any exhibits hereto, each party shall protect, defend, indemnify and hold harmless 

the other party and their officers, agents, and employees, or any of them, from and against any and 

all claims, actions, suits, liability, loss, costs, expenses, and damages of any nature whatsoever, 

which are caused by or result from any negligent act or omission of the party’s own officers, agents, 

and employees in performing services pursuant to this Agreement.  In the event that any suit based 

upon such a claim, action, loss, or damage is brought against a party, the party whose negligent 

action or omissions gave rise to the claim shall defend the other party at the indemnifying party’s 

sole cost and expense; and if final judgment be rendered against the other party and its officers, 

agents, and employees or jointly the parties and their respective officers, agents, and employees, 

the parties whose actions or omissions gave rise to the claim shall satisfy the same; provided that, 

in the event of concurrent negligence, each party shall indemnify and hold the other parties harmless 
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only to the extent of that party’s negligence.  The indemnification to the City hereunder shall be 

for the benefit of the City as an entity, and not for members of the general public. 

10.15 Project is a Private Undertaking.  The Project is a private development and the City 

has no financial interest therein except as authorized in the exercise of its governmental functions.  

The parties understand and acknowledge that the City-owned Cross Kirkland Corridor (“CKC”) is 

adjacent to the Project and will be improved by Developer in connection with construction of the 

Project.  Improvement of the CKC by Developer is the subject of a separate Agreement between 

the City and Developer (“CKC Agreement”) and this Agreement does not expressly or impliedly 

modify the CKC Agreement.   

[signature page follows] 
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 IN WITNESS WHEREOF, the parties have executed and delivered this Agreement as of the 

Effective Date. 

 

CITY: 

 

CITY OF KIRKLAND, a Washington 

municipal corporation 

 

 

By:       

Name:       

Title:       

 

 

 

DEVELOPER: 

 

SRMKII, LLC, a Washington limited liability 

company 

 

 

By:       

Name:       

Title:       
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STATE OF WASHINGTON     ) 

 : ss 

County of ______________ ) 

 

On this _____ day of ___________, 20__, personally appeared before me ________________, to me 

known to be the _____________________ of the CITY OF KIRKLAND, the municipal corporation that 

executed the within and foregoing instrument, and acknowledged said instrument to be the free and voluntary 

act and deed of said municipal corporation, for the uses and purposes therein mentioned, and on oath stated 

that he/she was authorized to execute said instrument and that any seal affixed is the official seal of such 

municipal corporation. 

 

GIVEN UNDER MY HAND AND OFFICIAL SEAL the day and year in this certificate first above 

written. 

 

 

(Seal or Stamp) 

  
Notary Public (Signature) 
  
 (Print Name) 
 
My commission expires:   

 

 

 

STATE OF WASHINGTON ) 

 : ss 

County of _________________ ) 

 

On this _____ day of ___________, 20__, personally appeared before me ___________________, to 

me known to be the _______________________ of SRMKII, LLC, the entity that executed the within and 

foregoing instrument, and acknowledged said instrument to be the free and voluntary act and deed of said 

entity, for the uses and purposes therein mentioned, and on oath stated that she/he was authorized to execute 

said instrument and that any seal affixed is the official seal of such entity. 

 

GIVEN UNDER MY HAND AND OFFICIAL SEAL the day and year in this certificate first above 

written. 

 

 

(Seal or Stamp) 

  
Notary Public (Signature) 
  
 (Print Name) 
 
My commission expires:   

 
 

  

E-page 172



R-5069 
Exhibit A 

 

11 
 

EXHIBIT A 

PROPERTY LEGAL DESCRIPTION 

THAT PORTION OF LOT 12 LYING WEST OF NORTHERN PACIFIC RAILROAD COMPANY 

RIGHT OF WAY AND THAT PORTION OF LOTS 15 AND 16 LYING EAST OF A LINE WHICH IS 

THE SOUTHERLY EXTENSION OF THE WEST LINE OF LOT 12 AS EXTENDED SOUTHERLY TO 

THE SOUTH LINE OF LOT 16 AND LYING WEST OF THE NORTHERN PACIFIC RAILROAD 

COMPANY RIGHT OF WAY, SOUTH KIRKLAND ACREAGE, ACCORDING TO THE PLAT 

RECORDED IN VOLUME 11 OF PLATS, PAGE 94, IN KING COUNTY, WASHINGTON;  

 

EXCEPT THE NORTH 15 FEET OF THE WESTERLY 325 FEET CONVEYED TO THE CITY OF 

KIRKLAND BY DEED RECORDED UNDER RECORDING NUMBER 7104230470; 

 

SITUATE IN THE CITY OF KIRKLAND, COUNTY OF KING, STATE OF WASHINGTON. 
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EXHIBIT B 

SITE DEVELOPMENT PLAN 

[see attached] 
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EXHIBIT C 

PAYMENT SCHEDULE 

1. $448,816.67 due on the date that is 30 days after the Effective Date. 

2. $448,816.67 due on the date that is 120 days after the Effective Date. 

3. $448,816.66 due on the date that is 210 days after the Effective Date.  
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EXHIBIT D 

TIE BACK EASEMENT AREA 

[see attached] 
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