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MEMORANDUM 
 

To: Kurt Triplett, City Manager 
 
From: Michael Olson, Director of Finance and Administration 
 Tom Mikesell, Financial Planning Manager 
  
Date: November 15, 2016 
 
Subject: PUBLIC HEARING ON PRELIMINARY 2017-2018 BUDGET 
 
 
RECOMMENDATION: 
 
City Council hold a public hearing on the Preliminary 2017-2018 Budget, and then have a 
deliberation about potential budget additions as the first item under “Unfinished Business”. 
 
BACKGROUND DISCUSSION: 
 
The purpose of this public hearing is to solicit public comment on the Preliminary 2017-2018 
Budget as submitted by the City Manager and available to the public on October 21, 2016.  The 
budget document is available at:  
 
http://www.kirklandwa.gov/budgetdoc  

 
A public hearing on anticipated revenue sources was held on September 20, 2016.  RCW 35A.33 
requires that a public hearing on the upcoming budget period be held on or before the first 
Monday in December.  A public hearing on the Preliminary 2017-2018 Budget was held on 
November 1, 2016. Additionally, Council budget study sessions were held on October 27th and 
November 1st, at which time Council discussed a number of issues as explained in more detail 
below.  
 
At the October 27th and November 1st study sessions, Council directed staff to incorporate into 
the preliminary budget approximately $850,000 in one-time resources, which represents the 
estimated net proceeds from the sales of the 505 Market St. building, to help fund the siting of 
a permanent women’s shelter, consistent with the City’s 2015-2016 Work Program.  In addition, 
Council discussed repurposing $500,000 in ongoing resources, which was originally scheduled 
as a transfer to the Major Systems Reserve in the Capital Projects fund, to fund to an 
Annexation Sales Tax Credit Reserve in the General Fund. 
 
The Council also discussed a number of additional 2017-2018 funding needs at the October 
27th, 2016 and November 1, 2016 budget study session, with further discussion scheduled for 
the November 15 Council meeting.  If approved in total, these changes would require one-time 
funding of $789,750, as shown in the table on the following page: 

Council Meeting: 11/15/2016 
Agenda: Public Hearings 
Item #:  9. b. 

http://www.kirklandwa.gov/budgetdoc
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Potential resources to meet these needs, as mentioned at the October 27, 2016 budget study 
session include an amount of unallocated 2016 year end resources that are available to fund 
one-time additions to the budget as directed by Council, and recent updates to Kirkland’s new 
construction assessed valuation from the King County Assessor’s Office which indicate an 
increase above the amount used in the preliminary budget.  In addition, corrections and refunds 
to prior year valuation are eligible to be added to Kirkland’s allowable 2017 levy. These 
combined resources are summarized in the table below: 
 

 
 
Staff recommend using the extra property tax from new construction to fund a 
portion of Human Services Option 3 at the level of $172,569 over the biennium as 
shown below: 
. 

 

Potential One-time Additions 2017 2018 2017-2018

Human Services Option 3 180,633      180,633  361,266      

Human Services Commission 35,000        35,000    70,000        

Seasonal Labor Service Package 75,495        75,495    150,990      

Transportation Engineering Consultants 25,000        -           25,000        

Forterra Research Project 40,000        -           40,000        

Performance Management Consultant 50,000        -           50,000        

Communications Staffing 45,134        47,360    92,494        

Other tbd tbd tbd

Total 451,262     338,488  789,750     

Unallocated Resources 2017 2018 2017-2018

Council Set Aside -              563,665  563,665      

Extra Property Tax from New Construction 85,430        87,139    172,569      

Property Tax Corrections/Refunds Re-levy 31,046        -           31,046        

Total 116,476     650,804  767,280     

Unallocated Resources 2017 2018 2017-2018

Council Set Aside -              563,665  563,665      

Extra Property Tax from New Construction 85,430        87,139    172,569      

Property Tax Corrections/Refunds Re-levy 31,046        -           31,046        

Total 116,476     650,804  767,280     

Potential One-time Additions 2017 2018 2017-2018

Human Services Option 3 85,430        87,139    172,569      

Human Services Commission 35,000        35,000    70,000        

Seasonal Labor Service Package 75,495        75,495    150,990      

Transportation Engineering Consultants 25,000        -           25,000        

Forterra Research Project 40,000        -           40,000        

Performance Management Consultant 50,000        -           50,000        

Communications Staffing 45,134        47,360    92,494        

Total 356,059     244,994  601,053     

Net (239,583)    405,810  166,227     
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If the Council concurs with this recommendation, there is approximately $166,000 in 
unallocated resources beyond the potential additions detailed above.  Potential options for these 
resources could include: 
 

1) Addition to reserves; 
2) Addition to Council contingency which creates maximum flexibility for the future; 
3) Further one-time additions to Human Services Option 3; 
4) Funding of any other priority of the Council. 

 

The Council’s direction on the funding of the identified needs in 2017-2018 will be incorporated 
in the budget ordinance brought forward for Council action on December 13th.   
 

For additional reference, attached is the Sales Tax Report for October (Attachment A).  
 
Performance Management 
 
During the November 1st Council meeting there was considerable discussion of potential funding 
of a performance management consultant.  To assist with the Council’s evaluation of potential 
consulting resources, what follows is a brief overview of the work staff has presented to Council 
over the past three years.  The City’s current performance management structure was 
described in a June 11, 2013, memorandum where staff recommended that the Council accept 
and communicate our three strategic anchors as key decision making criteria for the City.  That 
memo can be found with the link below.  
 
Performance Management Council Memo June 2013 
 
As a follow up to this work, on May 5, 2015, staff made a study session presentation outlining 
what the next steps of this process might look like, and provided a general estimate of the costs 
of such a system. The memo from that presentation recommended that the City’s existing 
Performance Report be developed into a web-based platform (similar to the “Suggest a Project” 
site), and be expanded to include a number of key performance indicators and a public 
outreach program to finalize those indicators. This new communication structure would be more 
dynamic than the current paper Performance Report and would have the potential to expand 
our current system into a dynamic, geospatial framework that could be used to better assist in 
the decision making process and provide a more effective method of communicating the City’s 
progress. The May 5, 2015, document is attached to this memo (Attachment B) for your 
review and a link to the 11 page PowerPoint presentation that describes how the interactive 
website would work is also provided below. 
 
Performance Management PowerPoint Presentation May 2015 
 
More recently, staff has completed the very early stages of a working model of what an 
expanded performance management system might look like, given the working title of 
“KirkStat”. Included below is a screenshot for your review. Finally, staff is available anytime to 
discuss the specifics of the framework and how to best incorporate this work with the work of a 
consultant, should the Council decide to take next steps in this direction. 

http://www.kirklandwa.gov/Assets/City+Council/Council+Packets/061713+SpecMtg/6_StrategicPlanningPerformanceManagement.pdf
http://www.kirklandwa.gov/Assets/Human+Resources/HR+PDFs/performance+management+program.pdf
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Example of DRAFT KirkStat Portal

 
 
 
RECOMMENDATION 
 
If the Council were to authorize consulting monies for performance management in the budget, 
staff recommends that the resources be used as follows:  
 

 Contract with a performance management consultant with national expertise to review 
the suggested Kirkland performance management systems outlined in these memos.  
The consultant would provide feedback, evaluate the system against national best 
practices, and identify the resources required to implement the system; 

 

 Help the City narrow the group of the Key Performance Indicators that would be 
tracked, and then conduct broad public outreach with the community to finalize the 
Indicators to ensure that the public agrees with the metrics being used.   

 
Once the consultant has finished the work and Key Performance Indicators are selected in 
partnership with the public, staff would present a report to the Council in 2017 and the Council 
could decide whether to make additional resources available as part of the mid-biennial budget 
process.  
 



Attachment A 

 

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: Michael Olson, Director of Finance & Administration  

 Tom Mikesell, Financial Planning Manager  
 Elijah Panci, Budget Analyst  
 

Date: November 4, 2016 
 

Subject: October Sales Tax Revenue 

 

October results reflect sales activity in August, due to the two month lag in reporting sales tax data. Sales 
tax revenue is up 6.6 percent compared to October 2015, which was a relatively slow month. 

Construction and Miscellaneous revenues drove growth, while a few sectors experienced a mild decline. 
The year-to-date growth, which had been steadily trending downward over the past few months, 

increased slightly this month, up 0.1 percent to 5.9 percent.  

The following sections discuss the highlights by business sector of both the month-to-month and year-to-
date results. Also included are observations of sales tax collections in our neighboring cities, as well as a 

discussion of key economic variables that impact sales taxes. 

Comparing October 2016 to October 2015 

Comparing collections from the month of October this year and last provides insight into business sector 
performance controlling for seasonal cycles in sales.  

2016 Sales Tax Receipts by Business Sector-Monthly Actuals 

Business Sector Group 
October Dollar 

Change 
Percent 
Change 

Percent of 

Total 

2015 2016 2015 2016 

 Services  232,852  219,167  (13,685) -5.9%  14.2%  12.5%  

 Contracting  269,252  324,886  55,634  20.7%  16.4%  18.6%  

 Communications  40,110  42,224  2,114  5.3%  2.4%  2.4%  

 Retail:              

 Auto/Gas Retail  436,117  423,558  (12,559) -2.9%  26.5%  24.2%  

 Gen Merch/Misc Retail  167,301  160,118  (7,183) -4.3%  10.2%  9.1%  

 Retail Eating/Drinking  145,407  143,599  (1,808) -1.2%  8.8%  8.2%  

 Other Retail  209,816  223,769  13,953  6.7%  12.8%  12.8%  

 Wholesale  52,124  74,426  22,302  42.8%  3.2%  4.2%  

 Miscellaneous  90,411  139,528  49,117  54.3%  5.5%  8.0%  

 Total  1,643,390  1,751,274  107,885  6.6%  100%  100%  

 

Comparing month-over-month, October sales tax collections this year are $107,885 (6.6 percent) 

higher than October 2015.  
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In terms of dollar growth, Contracting performed best compared to October 2015, increasing by 

$56,000 (20.7 percent). The top three improving sectors were rounded out by Miscellaneous, which 
was up $49,000 (54.3 percent) and Wholesale, which grew $22,000 (42.8 percent).  

While there was sizable month-over-month growth this October, much of it appears to be related to one-
time events. Contracting again plays a large role in keeping the growth rate higher than it might 

otherwise be. Miscellaneous is up almost entirely due to an anomalously large distribution from the state 

($40,000), an amount that is generally below $5,000. This distribution alone accounts for 37.6 percent of 
month-over-month growth. This figure represents revenues with incomplete coding, which the state 

distributes according to the best estimate of origin. Without that revenue, month-over-month growth 
would fall to 4.1 percent.  

A few groups fell this month, led by Services, which fell $14,000 (5.9 percent). Rounding out the 
top three were Auto/Gas Retail, which was down $13,000 (2.9 percent), and General 

Merchandise/Misc Retail, which was down $7,000 (4.3 percent). 

The decreases in Services and General Merchandise/Miscellaneous Retail were not encouraging, but not 
severe either. The decline in Auto/Gas Retail is a bit misleading, as October car sales were strong, but the 

comparison to October 2015 is not flattering, as that month was the highest grossing of the past two 
years. The month-over-month trends overall were not encouraging, but not particularly poor, given that 

Auto/Gas Retail sales were relatively strong. 

Year-to-Date Review 

Year-to-date sales tax totals are useful for comparing revenues received so far this year with last year’s 

totals through the same period. This information gives context on each sector’s longer term performance 
and allows developing trends to be identified. 

City of Kirkland Actual Sales Tax Receipts 

Business Sector Group 
YTD Dollar 

Change 
Percent 
Change 

Percent of 

Total 

2015 2016 2015 2016 

 Services  2,119,813  2,235,144  115,331  5.4%  13.5%  13.4%  

 Contracting  2,411,802  2,751,745  339,943  14.1%  15.4%  16.5%  

 Communications  356,300  443,455  87,155  24.5%  2.3%  2.7%  

 Retail:              

 Auto/Gas Retail  3,955,337  3,967,043  11,706  0.3%  25.2%  23.9%  

 Gen Merch/Misc Retail  1,810,238  1,745,553  (64,685) -3.6%  11.5%  10.5%  

 Retail Eating/Drinking  1,305,496  1,332,750  27,254  2.1%  8.3%  8.0%  

 Other Retail  2,091,262  2,285,208  193,946  9.3%  13.3%  13.7%  

 Wholesale  756,957  799,511  42,554  5.6%  4.8%  4.8%  

 Miscellaneous  891,529  1,067,387  175,858  19.7%  5.7%  6.4%  

 Total  15,698,732  16,627,794  929,062  5.9%  100%  100%  

 

Through the end of October, year-to-date sales tax revenues are up 5.9 percent. This is 0.1 percentage 

points higher than the year-to-date growth rate reported in September. 

By dollar amount, the largest growth is in Contracting, which is up $340,000 (14.1 percent) from 

last year. Other Retail and Miscellaneous are the next two leading sectors, up $194,000 (9.3 
percent) and $176,000 (19.7 percent) respectively. After a somewhat slow month in September, 

Contracting rebounded in October and now accounts for 36.6 percent of year-to-date growth. Other 
Retail, which includes Internet Sales, Food & Beverage, Electronics, Furniture, and others, has 

consistently been one of the top growth groups in 2016. Miscellaneous jumped into the top three due to 

outperforming Services significantly in October. 
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General Merchandise/Misc Retail is the only group down on the year, $65,000 (3.6 percent) 

below 2015 revenues. Receipts are down marginally for most major retailers in the Misc Retail category, 
which accounts for $57,000 of the decrease. Though it is the only sector to decline, it is one of the 

largest sectors and an important contributor to the City’s sales tax revenue. However, at least a portion 
of this due to lost economic activity from closed businesses at the Totem Lake and Kirkland Urban 

construction sites. 

Also worth noting is the relative lack of growth of Auto/Gas Retail, which is now at 0.3 percent. The 
growth rate was up to 6.4 percent in April, but has declined almost every month since then. 

Neighboring City Performance 

Neighboring cities are performing well this year, though results in October were somewhat mixed. Year-

to-date growth in Bellevue increased 0.6 percentage points to 7.4, while Seattle and Renton decreased 
0.4 and 0.1 percentage points down to 11.0 and 7.7 percent respectively. Bothell fell 0.9 points, down to 

7.9 percent on a year-to-date basis. Redmond’s booming growth through August appears to be over, and 

saw a 3.9 point drop in year-to-date growth, which is still up an impressive 36.4 percent on the year. 
Overall, Kirkland has the lowest year-to-date growth of these cities, 1.8 percentage points below Seattle, 

the next closest growth rate. 

National and Regional Economic Context:   

Information about wider trends in the economy provides a mechanism to help understand current results 

in Kirkland, as well as predict future performance. The combination of consumer confidence, 
unemployment levels, housing data and auto sales provide the broader economic context for key factors 

in sales tax revenues. The following table includes the most recently available data and prior month’s 
readings, for some of the most relevant indicators. 

2016 Wider Economic Indicators 

Indicator 
Most Recent 

Month of Data 
Unit 

Month 

Current Previous Change 

 Consumer Confidence            

 Consumer Confidence 

Index  
 October  Index 98.6  104.1  (5.5) 

 Unemployment Rate            

 National   September   %  5.0  4.9  0.1  

 Washington State   September   %  5.1  5.7  (0.6) 

 King County   September   %  4.0  3.9  0.1  

 Kirkland   September   %  3.5  3.3  0.2  

 Housing            

 New House Permits   August  Thousands 29.1  39.8  (10.7) 

 Seattle Area Home Prices   August   Index  204.7  203.7  1.0  

 Inflation (CPI-W)            

 National   September   % Change  1.2  0.7  0.5  

 Seattle   August   % Change  2.0  2.0  0.0  

 Car Sales            

 New Vehicle Registrations   September  Thousands 26.2  25.2  1.0  

 
The Conference Board reported a decrease for the Consumer Confidence Index in October, as the 

Index fell 5.5 points to 98.6. The Board indicated that both near-term and long-term indicators 
decreased, as consumers anticipate minimal growth. 

 
Unemployment Rates increased slightly at the National level, rising to 5.0 percent from August to 

September. The September unemployment rate in Washington State fell significantly, down 0.6 
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percentage points to 5.1 percent. King County and Kirkland each crept up marginally in September, but 

continue to remain at low levels, 4.0 and 3.5 percent respectively.  

The latest data on statewide New House Permits continues to show a significant decrease, down to 

29,100 permits in August from 39,800 permits in July. The monthly average for new permits in 2016 is 
now 4.3 percent below 2015 after holding steady throughout the year despite month-to-month volatility. 

This represented the fewest number of permits issued in the month of August since January 2014.  

New Vehicle Registrations increased in September, up by 1,000 to 26,200, their highest level since 
February. Registration levels remain high relative to 2014 and 2015. 

Conclusion 

The following chart shows Kirkland’s monthly sales tax revenues through October. 

  

Month-over-month sales tax revenue in October 2016 is back above 2015, though the graph shows that 

October 2015 was a slow month. The year-to-date growth rate increased for the first time this year, 

albeit marginally. October’s performance did not answer any questions, and mixed results over the past 
couple months don’t suggest a big change either upwards or downwards in the near future. Economic 

context data is somewhat mixed. Despite consumers feeling more cautious about the state of the 
economy, other indicators do not point to a significant downturn. For now a “wait and see” approach may 

be most prudent. 

 

$1.0

$1.2

$1.4

$1.6

$1.8

$2.0

$2.2

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

M
IL
LI
O
N
S

2012-2016 Monthly Sales

2016

2015

2014

2013

2012

12.4%
10.9%

9.9% 9.6%
8.6%

7.8% 7.6%
6.9%

5.8% 5.9%

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

14.0%

2016 Sales Tax Year-to-Date Growth Rate



Attachment B




















	9c_Staff Memo

	9c_Attach A

	9c_Attach B




