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MEMORANDUM 
 
To: David Ramsay, City Manager 
 
From: Tracey Dunlap, Director of Finance and Administration 
 
Date: January 7, 2010 
 
Subject: Budget Update 
 
RECOMMENDATION: 
 
City Council receive information on the budget status and upcoming processes.  
 
DISCUSSION:   
 
Since the mid-biennial budget adjustments were adopted at the December 15 City Council 
meeting, the Financial Planning staff has been updating the line item budgets to reflect the 
detailed adjustments to provide City departments with revised information to manage from in 
2010.  Given the broad scope of the changes adopted, this process is expected to be complete 
by January 15.  In addition, the activities associated with year-end closing are taking place 
throughout the Finance Department, in advance of the preparation of the Comprehensive 
Annual Financial Statement and the arrival of the State Auditor’s Office in early March.  As in all 
government organizations, the December 2009 books will not be “closed” for several weeks, at 
which time we will have the final 2009 financial results. 
 
We are providing the November 2009 Dashboard Report (Attachment A) and the November 
Investment Summary report (Attachment B), which would ordinarily be reviewed at the Council 
Finance Committee meeting; however, the Committee did not meet in December.  As you will 
see, results are continuing in the same pattern as we have seen throughout 2009.  We have 
received the December sales tax results (for October retail sales), which are also attached 
(Attachment C).  Overall, December sales tax revenue is down 13.3 percent compared to 
December 2008 and year-to-date revenue is down 18.5 percent compared to last year.  Actual 
2009 revenue is behind 2008 by almost $2.8 million.   Final year-end 2009 results will not be 
available until after the January 19 meeting and we will be preparing the 4th Quarter Financial 
Management Report (FMR) in February for inclusion in the City Council Retreat packet for early 
March.  
 
As we look forward into 2010, we will be undertaking a variety of budget activities 
simultaneously throughout the year, including: 
 

• Updating the expenditure service packages for 2011-2012 associated with annexation 
and developing a month-by-month cash flow analysis to support the decision-making 
process. 
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• Preparing the financial condition and strategies discussion for the March City Council 

Retreat, which will include a policy analysis of sustainable budgeting practices. 
• Developing the 2011-2016 Capital Improvement Program, which will include an initial 

assessment of immediate annexation projects. 
• Implementing a major upgrade to the financial system, which is expected to provide 

additional tools for budget reporting. 
• Updating the rates for all City utilities and development fees (in conjunction with Public 

Works and the Development Services Team). 
• Restructuring the City’s fund structure to recognize changes in Government Accounting 

Standards Board requirements and in preparation for the 2011-2012 budget process. 
• Developing the 2011-2012 budget, both for the existing City and for the implementation 

of the annexation.  It will be necessary to identify the annexation-related costs 
separately in this initial budget development to support the use of the State Sales Tax 
credit funds. 
 

The 2011-2012 budget will be unique in that comparisons of the budget to prior years will not 
be particularly meaningful, both due to the changes in the fund structure and the additional of 
annexation revenues and expenditures.  In the next several weeks, Financial Planning will be 
developing a detailed schedule for these events, including identifying needed Council action 
dates and periodic check-ins.   
 
We anticipate that a budget adjustment will be brought forward in late February or early March 
to reflect the final results of the 3.4% compensation reduction negotiations (furloughs or other 
position reductions).  Given the economy and the challenges facing the City as we look ahead 
to 2011-2012, frequent and complex discussions of the budget will continue throughout 2010, 
as they dominated the agenda for 2009.    



     

November 2009 Financial Dashboard Highlights 

December 23, 2009 
 

• The dashboard report reflects the budget adjustments adopted by the City Council in July.  
The statistics are calculated off the amended budget; the original budget is shown for 
reference.  The actual revenues and expenditures summarized in the dashboard represent 
eleven months of data, which is 91.67% of the year complete.   

• Total General Fund revenues are below expectations due to the following: 

o November sales tax revenue is down 16 percent compared to November 2008.  This 
decline is higher than that posted in October, reflecting the end of the “cash for 
clunkers” impacts.  However, the local automotive/gas retail sector was down only 
7.9 percent for the month compared to November 2008, which is much better than 
the national trend of about 30 percent decline.  Year-to-date revenue is down 19 
percent compared to the same period last year.  Actual 2009 revenue is behind the 
same period in 2008 by over $2.6 million.  Sales tax revenue received this month is 
for activity in September.  To provide additional context, year-to-date sales tax 
revenue is down almost $4 million compared to the same period in 2007.       

o The decline in business license revenues continues, with November monthly 
revenues falling short of projections by over $47,000; year-to-date, we have 
collected 72.1% of the budgeted amount. The shortfall is driven by the decline in 
employment due to the overall economic downturn, including relocation of a 
couple of businesses with over 100 employees each, and increased accuracy in FTE 
reporting.   

o Utility tax receipts continue to lag budget, at 84% year-to-date in 2009 versus 91% 
last year.   

o Development revenues continue to be down, especially in Building, but 
expenditure reductions have been implemented to help offset the shortfall.  
Further discussion of November development activity follows the dashboard. 

• Total General Fund expenditures are within expectations.   

o Overall, General Fund expenditures are trailing the budget, reflecting actions that 
have been taken to date to slow spending.   

o Fire Suppression overtime in November was $60,422, with the year-to-date actual 
exceeding the annual budget by $98,188.  It appears that this line item may be 
over-budget by less than the Department’s estimate of $272,000.  

o Jail Contract Costs have exceeded the budget, but under-expenditures by the 
Police Department in other categories are expected to help offset the overage.  
For 2010, the department is expecting jail costs to return closer to the budgeted 
level. 

o Fuel costs are still substantially below budgeted levels, but prices have risen over 
the past several months.    

 

Attachments: November Dashboard 
  Development Services Highlights 

Attachment A



   Prepared 12/23/2009
Annual Budget Status as of  11/30/2009   (Note 1)

Percent of Year Complete 91.67%
Status

2009 Original  2009 Amended Year‐to‐Date % Received/ Current Last
Budget Budget Actual % Expended Month Month Notes

General Fund   (Note 2)

Total Revenues 59,821,768       58,393,326      52,370,900    89.7%
Total Expenditures 61,552,551       60,349,757      53,181,778    88.1%

Key Indicators (All Funds)
Revenues

Sales Tax 14,700,801       12,020,059      11,280,790    93.8%
Utility Taxes 11,586,963       11,586,963      9,768,570      84.3%

Business License Fees 3,077,720         3,077,720         2,219,513      72.1%
Development Fees 3,373,273         2,775,891         2,393,106      86.2%

Gas Tax 1,133,278         1,133,278         962,036          84.9%
Expenditures

GF Salaries/Benefits 42,645,103       41,943,803      37,603,703    89.7%
Fire Suppression Overtime 719,190            719,190            817,378          113.7%

Contract Jail Costs 899,680            899,680            951,046          105.7% Underexpending in other categories to offset
Fuel Costs 558,310            367,242            310,209          84.5%

Status Key

           2 ‐ 2009 Budget was amended through mid‐yr adjustments as of July 2009

Cost/gallon will be below budgeted rate but rising

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

Note 1 ‐ Report shows annual values during the first year of the biennium (2009).

May be over‐budget by less than estimated by Fire Dept ($272K) 

Prior YTD = $13,919,334 Jan‐Nov 2008 was 92.6% of budget

Significant decline from estimates

Excludes Fire Suppression Overtime

Attachment A



Development Services Report – November 2009 
 
A review of the November 2009 permit data allows us to offer the following: 
 

• The November 2009 statistics continue to follow the trend that we witnessed in 
the second half of 2008. New single family residential permit applications showed 
some improvement in November (11 applications received compared to 1 in 
November of last year). In the past, when we have seen a downturn in new 
development permits, we have seen an increase in commercial tenant 
improvement permits and single-family remodel permits but that is not the case 
so far this year (271 applications year to date compared to 338 last year).  

 
• The monthly average for 2009 (188) is lower than the monthly average for 2008 

(222), although the total number of permits received in November 2009 (161) is 
only slightly lower than November 2008 (166).   

 
• Building Department revenue for November 2009 was $115,440, which is below 

our revised projected monthly revenue average of $181,125 for 2009. Year to 
date total revenue projected for the first 11 months falls short by $252,480. We 
have been making on-going expenditure reductions to help offset this shortfall in 
revenue. 
 

• Public Works Department development revenue for November 2009 was 
$19,374, which is below our monthly projected revenue average of $43,285.  
This revenue brings the year-to-date revenue for Public Works to $525,688 
which is $6,270 short of the $519,418 budgeted revenue estimate.   

 
• Planning Department revenue for November 2009 was $16,565, which is above 

our projected adjusted monthly revenue average of $15,950 for 2009.  Year to 
date total revenue is 133% of budget.  
 

• The redesigned McLeod project received DRB approval in November.  We have 
entered into an agreement to be paid in advance for providing code compliance 
review services during the design process prior to receiving their building permit 
application. We expect them to apply for their permit in January.  
 

• Touchstone is continuing the design review process for the redevelopment of 
Park Place. To date, the DRB has held 9 project review meetings and has 
tentatively approved Building A at the gateway corner. Buildings B and C along 
6th Street will undergo review in December and the remaining 4 buildings in 
early 2010 with a Project Decision anticipated in late winter/early spring. Permits 
for buildings will be phased, probably beginning in 2010. Meanwhile 
Development Review Services is in preliminary discussions with the Park Place 
design team to provide review services during the design process. As with the 
McLeod Project, this approach has the potential of generating substantial fees 
prior to the actual submittal of their permit applications and a shorter review 
period once they submit. 

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

 
MEMORANDUM 
 
To: Dave Ramsay, City Manager 
 
From: Tracey Dunlap, Director of Finance & Administration  
 Neil Kruse, Budget Analyst 
 
Date: November 23, 2009 
 
Subject: November Sales Tax Revenue Analysis – READING FILE 
 
November sales tax revenue is down 16 percent compared to November 2008.  The local automotive/gas 
retail sector was down only 7.9 percent for the month compared to November 2008, which is much better 
than the national trend of about 30 percent decline.  Year-to-date revenue is down 19 percent 
compared to the same period last year.  Actual 2009 revenue is behind the same period in 2008 by over 
$2.6 million.  Sales tax revenue received this month is for activity in September.   

The primary sectors keeping November 2009 overall performance negative compared to November 2008 
are: contracting (down 35.3 percent or about $92,000), general merchandise/miscellaneous retail (down 19 
percent or about $33,000), wholesale (down 32.3 percent or about $18,000), services (down 9.4 percent or 
about $15,000) and retail eating/drinking (down 12.8 percent or about $14,000).   

The table below compares not only 2008 to 2009 by month, but also 2007 to 2008 and 2007 to 2009.  The 
impact of the severe economic downturn that started last fall is reflected in December 2008 compared to 
December 2007 (reflecting October activity).  This was the beginning of double-digit comparative monthly 
declines that occurred throughout 2009 (except last month).  Next month should be an initial indicator 
whether our local economy has actually bottomed out.  Year-to-date sales tax revenue is down almost $4 
million compared to the same period in 2007. 

 

City of Kirkland Actual Monthly Sales Tax Receipts 2007-2009*
Percent Percent Percent
Change Change Change

Month 2007 2008 2009* 07 to 08 08 to 09* 07 to 09*

January 1,267,021     1,227,855     994,146        -3.1% -19.0% -21.5% 
February 1,525,665     1,586,493     1,224,935     4.0% -22.8% -19.7% 
March 1,154,890     1,112,704     954,492        -3.7% -14.2% -17.4% 
April 1,604,395     1,085,739     867,726        -32.3% -20.1% -45.9% 
May 1,496,755     1,367,777     1,007,790     -8.6% -26.3% -32.7% 
June 1,422,662     1,073,094     900,631        -24.6% -16.1% -36.7% 
July 1,428,250     1,253,751     945,876        -12.2% -24.6% -33.8% 
August 1,253,921     1,388,993     1,091,599     10.8% -21.4% -12.9% 
September 1,445,966     1,335,699     1,107,187     -7.6% -17.1% -23.4% 
October 1,299,258     1,205,125     1,109,410     -7.2% -7.9% -14.6% 
November 1,348,896     1,281,997     1,076,995     -5.0% -16.0% -20.2% 
December 1,278,789     1,111,864     -13.1% n/a n/a
Total 16,526,468 15,031,091 11,280,787 -9.0% -19.0% -24.0% 
*YTD through November

Sales Tax Receipts
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Business sector review: 

• The contracting sector performance remains consistent, down 35.8 percent compared to the 
same period last year.  This sector’s contribution to 2009 sales tax revenue has shrunk 3.6 percent 
from last year (14 percent compared to 17.6 percent in 2008).  The only significant activity this 
month is the Lake Washington High School replacement.   The Bank of America redevelopment 
project is still just finishing the demolition phase and the Lake Washington College Allied Health 
Building and Downtown Transit Center broke ground in the last two months.  Unfortunately, there 
are few large new projects currently in the pipeline, which could cause further revenue decline in 
2010. 

• Retail sectors sales tax revenue collectively are down 13.1 percent (just over $1 million) compared 
to the same period in 2008. 

o Despite the positive performance last month and smaller decline this month, the auto/gas 
retail sector is down 12.7 percent year to date.  This is over one third of the retail sector 
decline in sales tax revenue.  As mentioned previously, the local dealerships seem to have 
experienced less of a negative impact from the end of the “cash for clunkers” program than 
the national trend.  National sales improved somewhat in October; the results for local 
dealerships will be reflected in next month’s receipts.  This largest retail sector greatly 
impacts total sales tax receipts.      

o The general merchandise/miscellaneous retail sector is down 13.3 percent 
compared to the same period last year due to disappointing performance by key retailers.  
This sector is impacted by the streamlined sales tax sourcing rule change. 

o Other retail is down 13.3 percent largely due to generally negative performance in most 
retail sectors included in this group, especially building materials and electronic equipment 
as well as the closure of a major retailer.  Some positive monthly improvement occurred in 
sectors that are impacted by the streamlined sales tax sourcing rule change.  However, this 
is a mixed blessing, as other sectors have been negatively impacted by the sourcing rule 
change.  

o The retail eating/drinking sector is down 13.3 percent compared to the same period 
last year due to negative performance experienced by most major businesses, as well as the 
closure of four restaurants this year.    

• Wholesale is down 39.6 percent compared to the same period last year, primarily due to the 
difference in development-related purchases compared to last year and changes in sourcing rules 
from streamlined sales tax. 

• The miscellaneous sector is down 14.4 percent compared to the same period last year, primarily 
due to the slumping finance/insurance and real estate sectors.   

• The services sector is down 14.2 percent compared to the same period last year, largely due to 
declines in software, car/equipment leasing and accommodations.  The accommodations sector 
continued negative performance for the eleventh month in a row, down about 15.6 percent 
compared to the same period last year after normalizing for a one-time event in 2008.   

• The communications sector is down 14.2 percent compared to the same period last year due to 
changes in development activity as well as declining revenue from telecommunications companies. 
Last month, monthly revenue improved compared to the same month last year (up 6.5 percent).  
Apparently a positive trend has not been established as this month is down 15.6 percent compared 
to November 2008. 
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Conclusion 
November revenue performance is similar to previous months in 2009 except for October, which experienced 
the spike from the “cash for clunkers” program.  The positive news for November is the potential significant 
decline in the automotive sector resulting from the end of the incentive program did not occur.  However, 
development activity is remaining consistently at least 35 percent below the same period last year and retail 
sectors continue to struggle.  As mentioned earlier, next month will be a key indication whether the local 
economy has reached bottom, since last December was the start of double-digit monthly declines. 
Development-related activity is not expected to improve until the overall economy has stabilized or major 
projects such as Totem Lake Mall or Park Place proceed.   

Volatility in the economic situation is illustrated by the contrast in consumer confidence and consumer 
spending.  U.S consumer confidence unexpectedly increased in November to 49.5 from 48.7 in October 
despite continuing concerns about employment.  In comparison, this index averaged 58 in 2008 and 103.4 in 
2007. 

Consumer spending trailed forecasts, which raises concerns about the strength of the recovery.  The U.S. 
Commerce Department reported the third quarter gross domestic product grew at 2.8 percent (annual basis) 
compared to the prior estimate of 3.5 percent.  Consumer spending grew at 2.9 percent annual pace 
compared to the 3.2 percent forecasted by economists and the 0.9 percent decline in the previous quarter. 

Personal income in Washington State is improving, indicating economic recovery.  However, consumers still 
aren’t spending, instead putting money into savings and paying off debts according to Washington State 
Chief Economist Arun Raha recently.  The slower-to-recover economy will generate $760 million less in state 
revenue than he predicted just two months ago. 

Nationally, holiday sales are expected to be anywhere from down 1 percent to up 3 percent compared to last 
year.  A survey by the Consumer Federation of America indicates that consumers plan to spend more during 
this holiday season than during the depth of the recession last year and the National Retail Federation 
predicts an average of $683 per person shopping budget.  However, the Conference Board (responsible for 
the consumer confidence index) is projecting only $390 in holiday shopping per household.  Considering that 
the first dollar figure is per person and the second is per household, there is a significant variability in these 
projections.  Based on past performance, the actual results will probably fall somewhere in the middle.   

Local retailers are changing strategies this year, including carrying less high-priced merchandise and offering 
free gift wrapping according to a recent article in the Seattle Times.  In addition to the recession last year, 
severe weather also significantly impacted last year’s retail sales, which hopefully won’t be repeated this 
year.  So, once again, a lower base in 2008 may help improve the comparison to 2009.  Revenue from 
November activity will be received in January.   

Business Sector Dollar Percent Percent of Total

Group 2008 2009 Change Change 2008 2009

Services 1,586,057 1,360,410 (225,647)          -14.2% 11.4% 12.1% 

Contracting 2,456,020 1,576,063 (879,957)          -35.8% 17.6% 14.0% 

Communications 514,147 441,095 (73,052)            -14.2% 3.7% 3.9% 

Auto/Gas Retail 2,791,790 2,437,020 (354,770)          -12.7% 20.1% 21.6% 

Gen Merch/Misc Retail 2,072,236 1,796,166 (276,070)          -13.3% 14.9% 15.9% 

Retail Eating/Drinking 1,201,626 1,037,427 (164,199)          -13.7% 8.6% 9.2% 

Other Retail 1,620,236 1,405,459 (214,777)          -13.3% 11.6% 12.5% 

Wholesale 826,479 499,156 (327,323)          -39.6% 5.9% 4.4% 

Miscellaneous 850,635 727,991 (122,644)          -14.4% 6.1% 6.5% 

Total 13,919,226 11,280,787 (2,638,439)     -19.0% 100.0% 100.0% 

City of Kirkland Actual Sales Tax Receipts

January-November
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