
 

CITY OF KIRKLAND 
City Manager's Office 
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www.ci.kirkland.wa.us

 
MEMORANDUM 
 
To: Marilynne Beard, Assistant City Manager 
 
From: Erin J. Leonhart, Intergovernmental Relations Manager 
 
Date: September 2, 2009 
 
Subject: Initiative 1033  
 
Recommendation   
It is recommended that City Council hold a public hearing and consider a Resolution 
opposing Initiative 1033. 
 
Background 
Initiative 1033, Concerning State, County and City Revenue is a state-wide measure that 
will be on the November 2009 ballot.  This initiative, co-sponsored by Tim Eyman, Jack 
Fagan, and Mike Fagan, would limit the growth of state, county and city general fund 
revenues received from taxes, fees, and other charges not expressly approved by the 
voters.  Initiative 1033 applies only to the state, counties and cities, and would not 
directly apply to ports, public utility districts, transit districts or other governmental 
entities. 
 
Initiative 1033 would apply starting with general fund revenues received in 2010 with 
the limit set at the 2009 level.  The cap on revenues would fluctuate annually based on 
any change in population and inflation. Any additional revenues collected above the cap 
would be placed in a “Lower Property Taxes Account” and used to reduce the property 
tax levy.  The initiative excludes new voter-approved revenue from the growth limit; 
however, this is defined as “the increase in revenue approved by the city’s voters at an 
election after the effective date of this act.” Since the November election is the last of 
2009, any voter-approved tax increases passed in 2009 or earlier (including Kirkland’s 
voted private utility tax increase if it is successful) would likely be subject to this 
initiative and not excluded from the revenue limitations. 
 
Opponents of Initiative 1033 are concerned that the initiative will slow economic 
recovery by making recessionary revenues the new baseline.  Opponents compare I-
1033 with a similar initiative passed in the state of Colorado in 1992 that was suspended 
in 2005 due to critical economic problems.  The Fiscal Impact Statement for Initiative 
1033 from the Office of Financial Management indicates that “[t]he initiative would 
reduce state general fund revenues that support education; social, health and 
environmental services; and general government activities by an estimated $5.9 billion 
by 2015.” 
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According to the Public Disclosure Commission, City Councils may collectively vote to 
support or oppose a ballot measure at a properly noticed public meeting, where 
supporters and opponents of the measure are given an equal opportunity to express 
views. 
 
The full text of Initiative 1033 and the Fiscal Impact Statement from the Office of 
Financial Management are attached to provide additional background information. 
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Fiscal Impact Statement for Initiative 1033 
As sent to the Office of the Secretary of State, August 10, 2009 

Fiscal Impact through Calendar Year 2015 
Initiative 1033 limits annual growth of state, city and county general fund revenue to the rate of 
inflation and population growth. General fund revenues exceeding this limit must be used to reduce 
the following year’s state, city or county general fund property tax levy. The initiative reduces state 
general fund revenues that support education; social, health and environmental services; and general 
government activities by an estimated $5.9 billion by 2015. The initiative also reduces general fund 
revenues that support public safety, infrastructure and general government activities by an estimated 
$694 million for counties and $2.1 billion for cities by 2015.  

General Assumptions 
· The initiative is set on a calendar year (CY) basis. 
· CY 2010 revenue limit is calculated as follows: 

CY 2009 General Fund Revenue × (1 + 2009 % Change Population) × (1 + 2009 % Change Inflation) 
· CY 2010 general fund revenues that exceed the CY 2010 revenue limit will be transferred into 

new “Lower Property Tax Accounts” for the state, counties and cities. The first transfer(s) into 
the new accounts will occur in CY 2011. 

· The first property tax levy to be reduced by the initiative is the 2011 levy, which is collected in 
CY 2012. Thus, funds will be transferred from the new “Lower Property Tax Accounts” into 
state, county and city general funds in CY 2012 to account for any reduction in 2011 levies. 

State Revenue Estimate – Assumptions 
· The initiative defines state general fund revenue as the aggregate of revenue from taxes, fees and 

other governmental charges received by state government that are deposited into any fund 
subject to the state’s expenditure limit under RCW 43.135.025. For CY 2009 and CY 2010, state 
general fund revenues are General Fund – State revenue estimates from the June 2009 
Washington State Economic and Revenue Forecast Council converted from a fiscal-year basis to 
a calendar-year basis.   
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· The following state revenue sources, totaling less than $30 million annually, have been excluded 
from these estimates: 

o Sales and income from property. 
o Contributions and grants. 
o Grant and loan repayments. 
o Indirect and prior cost recoveries. 
o Unclaimed property. 
o Charges for publications and documents. 
o Interest and investment earnings. 

· State general fund revenues for CYs 2011–15 are estimated to grow, on average, by the change 
in real per capita personal income plus change in inflation plus change in population, adjusted 
for revenue elasticity. This methodology is consistent with prior long-term revenue forecasts 
produced by the Office of Financial Management (OFM), and results in an average annual 
growth rate of 4.8 percent. 

· State general fund revenues are reduced by the amount required to be transferred into the 
Budget Stabilization Account created under Article 7, Section 12, of the Washington State 
Constitution. 

· The initiative defines inflation as the annual percentage change in the Implicit Price Deflator for 
Personal Consumption for the United States as published on or about March 27 each calendar 
year by the Bureau of Economic Analysis and reported by OFM. Inflation estimates for CY 
2009 and CY 2011 are from the June 2009 Washington State Economic and Revenue Forecast.  
Inflation estimates for CYs 2012–15 are from the June 2009 IHS Global Insight forecast of the 
Implicit Price Deflator for the United States. The Washington State Economic and Revenue 
Forecast Council relies on IHS Global Insight models and data for the U.S. portion of the 
official state economic forecast. 

· The initiative defines population growth as the percentage change in the statewide population 
based on the annual statewide population determinations reported by OFM during the prior 
calendar year and the current calendar year. Statewide population growth estimates are from 
OFM’s 30-Year Forecast of the State Population.   

 
Estimated STATE Cash Receipts: 
FUND CY 2010 CY 2011 CY 2012 CY 2013 CY 2014 CY 2015 
General 
Fund - State 

0 ($676,000,000) ($875,000,000) ($1,125,000,000) ($1,447,000,000) ($1,803,000,000) 

Lower State 
Property Tax 
Account 

0 $676,000,000 $875,000,000 $1,125,000,000 $1,447,000,000 $1,803,000,000 

State Costs to Implement – Assumptions 
Less than $50,000 will be incurred by OFM in CY 2009 and CY 2010 to set up, test and verify 
computer systems, and establish policies and practices to implement a state general fund revenue 
limit.   

County and City Revenue Estimate – Assumptions 
· The initiative applies to counties, first class cities, second class cities, code cities, towns and 

unclassified cities. 



 

3 
 

· To account for possible different patterns in population and revenue growth, counties and cities 
were analyzed using four groupings: 
1. Urban County – 7 counties 
2. Rural County – 32 counties  
3. Cities in Urban Counties – 109 cities and towns 
4. Cities in Rural Counties – 172 cities and towns 
 
Urban counties are Clark, King, Kitsap, Pierce, Snohomish, Spokane and Thurston; all others 
are rural counties. Under RCW 82.14.370, rural counties are defined as a county with a 
population density of less than 100 persons per square mile or a county smaller than 225 square 
miles as determined and published each year by OFM for the period July 1 to June 30.   
 
County and city general fund revenues are defined as the aggregate of revenue from taxes, fees 
and other governmental charges received by the county or city and deposited into the county 
current expense fund or city general fund, respectively. County and city revenues are estimated 
from 2007 financial information contained in the Local Government Financial Reporting System 
(LGFRS) of the Washington State Auditor’s Office. Only funds reported within LGFRS as 
general fund revenues are assumed to be deposited into the county current expense fund or city 
general fund, and therefore, are included in these estimates. 

· The following county and city revenue sources have been excluded from these estimates: 
o Federal and state direct and indirect grants. 
o State shared taxes or revenues. 
o Charges for contracted services performed by counties or cities. 
o Charges for enterprise activities or charges that are not governmental in nature. 
o Inter-fund and inter-department charges. 
o Interest and investment earnings. 

· County and city general fund revenue growth rates for CYs 2009–15 are related to the state’s 
revenue growth rate by estimating each grouping’s five-year historical rate of revenue growth in 
proportion to the state’s revenue growth rate of 4.8 percent. 

· Inflation estimates for counties and cities are the same as used for the state. 
· Population growth is defined as the percentage change in the countywide population for 

counties and the percentage change in citywide population in cities, as reported annually by 
OFM. County and city population growth is estimated from OFM’s 30-Year Forecast of the 
State Population, adjusted using OFM’s Washington State County Growth Management 
Population Projections: 2000-2030 and each grouping’s historic population growth rates.   

 
Estimated URBAN COUNTY Cash Receipts: 
FUND CY 2010 CY 2011 CY 2012 CY 2013 CY 2014 CY 2015 
General 
Fund – 
Urban 
Counties 

0 ($55,000,000) ($70,000,000) ($87,000,000) ($111,000,000) ($137,000,000) 

Lower 
County 
Property 
Tax 
Accounts 

0 $55,000,000 $70,000,000 $87,000,000 $111,000,000 $137,000,000 
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Estimated RURAL COUNTY Cash Receipts: 
FUND CY 2010 CY 2011 CY 2012 CY 2013 CY 2014 CY 2015 
General 
Fund – 
Rural 
Counties 

0 ($24,000,000) ($35,000,000) ($46,000,000) ($58,000,000) ($72,000,000) 

Lower 
County 
Property 
Tax 
Accounts 

0 $24,000,000 $35,000,000 $46,000,000 $58,000,000 $72,000,000 

 
 

Estimated CITIES IN URBAN COUNTIES Cash Receipts: 
FUND CY 2010 CY 2011 CY 2012 CY 2013 CY 2014 CY 2015 
General 
Fund – 
Cities in 
Urban 
Counties 

0 ($176,000,000) ($257,000,000) ($350,000,000) ($463,000,000) ($588,000,000) 

Lower City 
Property 
Tax 
Accounts 

0 $176,000,000 $257,000,000 $350,000,000 $463,000,000 $588,000,000 

 
Estimated CITIES IN RURAL COUNTIES Cash Receipts: 
FUND CY 2010 CY 2011 CY 2012 CY 2013 CY 2014 CY 2015 
General 
Fund – 
Cities in 
Rural 
Counties 

0 ($30,000,000) ($42,000,000) ($55,000,000) ($72,000,000) ($91,000,000) 

Lower City 
Property 
Tax 
Accounts 

0 $30,000,000 $42,000,000 $55,000,000 $72,000,000 $91,000,000 

 

County and City Costs to Implement – Assumptions 
County and cities will incur indeterminate costs to implement the initiative during CY 2009 and 
CY 2010 to modify computer systems, establish policies and practices, train employees and respond 
to requests for public information. Costs will vary by jurisdiction and depend, in large part, on the 
jurisdiction’s ability to modify accounting systems to identify and track revenues subject to the 
general fund revenue limit. 
 
 
 



 
 

 
RESOLUTION R-4775 

 
 
 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF KIRKLAND STATING 
THE CITY COUNCIL’S OPPOSITION TO INITITIATIVE 1033 ON THE 
NOVEMBER 3, 2009, GENERAL ELECTION BALLOT. 
 
 WHEREAS, Initiative 1033 will be presented to the voters of the State 
of Washington at the general election on November 3, 2009, with the following 
official Ballot Title: 
 

Initiative Measure No. 1033 concerns state, county and city 
revenue. 
 
This measure would limit growth of certain state, county and 
city revenue to annual inflation and population growth, not 
including voter-approved revenue increases.  Revenue 
collected above the limit would reduce property tax levies.   
 
Should this measure be enacted into law?  Yes [ ] No [ ]; 
 

and 
 
 WHEREAS, under Initiative 1033, general fund revenue for any year 
would be limited to the amount of revenue received by the state, county or city, 
as applicable, in the previous year, plus a percentage increase reflecting 
inflation and population growth; and 
 
 WHEREAS, the Washington State Office of Financial Management 
(OFM) has estimated that Initiative 1033 will reduce state general fund 
revenues that support education; social, health, and environmental services; 
and general government activities by $5.9 billion by 2015; and 
 

WHEREAS, Initiative 1033 would remove money from the state general 
fund at a time when the state already faces a significant projected revenue 
shortfall for the 2009 – 2011 biennium; and 

 
WHEREAS, OFM has further estimated that Initiative 1033 will reduce 

general fund revenues that support public safety, infrastructure and general 
governmental activities by $694 million for counties and $2.1 billion for cities 
by 2015; and 
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  R-4775 
 

 
 

WHEREAS, Initiative 1033 would remove money from the City of 
Kirkland general fund when the City already faces a projected $10.07 million 
revenue shortfall for the 2009 – 2010 biennium; and 

 
 WHEREAS, the effect of the Initiative 1033 revenue limitation is 
exacerbated during a recession as the Initiative does not provide for recovery in 
the event of an economic downturn; and 

 
WHEREAS, limitations in Initiative 1033 would be in addition to the 

current levy lid in Chapter 84.55 RCW which limits the total dollar amount 
regular property taxes levied to the highest amount levied in the three most 
recent years, multiplied by a limit factor; and  

 
 WHEREAS, as provided in RCW 42.17.130, the City Council of the City 
of Kirkland desires to show its opposition to Initiative 1033; 
 
 NOW, THEREFORE, be it resolved by the City Council of the City of 
Kirkland as follows: 
 
 Section 1.  The City Council, after considering testimony at a duly 
noticed public hearing, hereby opposes Initiative 1033. 
 

Section 2.  The City Council hereby urges citizens to vote no on 
Initiative 1033 on November 3, 2009.  
 
 Passed by majority vote of the Kirkland City Council in open meeting 
this _____ day of __________, 2009. 
 
 Signed in authentication thereof this ____ day of __________, 2009.  
 
 
 
    ____________________________ 
    MAYOR 
Attest: 
 
 
______________________ 
City Clerk 
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