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MEMORANDUM 
 
To: Kurt Triplett, City Manager 
 
From: Michael Olson, Director of Finance and Administration 
 Tom Mikesell, Financial Planning Manager 
  
Date: May 17, 2018 
 
Subject: CITY COUNCIL RETREAT – FINANCIAL UPDATE 
 
The purpose of this memo is to provide information in preparation for the 2019-2020 budget 
process, including: a recap of the year-to-date 2018 financial results; a brief overview of known 
mid-year budget adjustments on the June 19 regular meeting agenda; an update to the “Price 
of Government”; the 2019-2024 financial forecast; and an update to the “Kirkland Quad”. 
 
FINANCIAL STATUS 
 
The Financial Management Report (FMR) provides a review of revenue and expenditure 
performance for the quarter ending March 31, 2018 (Attachment A) and provides more 
detailed information on economic conditions and financial performance.  Overall, financial 
conditions in the first quarter of 2018 were positive, with revenue growth particularly in areas 
related to development, including development fees and contracting sales taxes and 
expenditures are below budget expectations. The second quarter report should be available in 
mid-August.   
 
The April dashboard report provides high level monitoring of the General Fund revenues and 
expenditures status and a few key revenue and expenditure indicators that are especially 
important to watch.  The following are a few highlights from the April dashboard report 
(Attachment B): 
 

 Total General Fund revenues were at 38.6 percent of the budget through the end of 
April, one third of the way through the year.  Key revenues, including sales tax, property 
taxes, and development fees are all ahead of last year and budget projections.  This 
growth more than offset poor performance in Utility Taxes, which lagged the same 
period last year by 3 percent due to a number of factors including warmer winter 
weather depressing electric and gas usage, and continuing downward trends in 
Telephone and Cable Utility tax collections. 

 

 Overall, General Fund expenditures are consistent with budget projections with 33.1 
percent of budget spent through April.  This is largely because salaries and benefits 
make up a large portion of general fund expenditures and these costs were slightly 
below budget through the first third of 2018.   
 

Council Meeting: 05/24/2018 
Agenda: Financial Forecast 
Item #:  6
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The April sales tax memo (Attachment B) includes an analysis of sales tax revenue trends by 
business sectors and compares monthly and year-to-date data to last year.  Year-to-date 
revenue is up 5.3 percent compared to the same period in 2017, with positive growth led in 
dollar and percentage terms by the Contracting sector, which grew 14.7 percent. Year-to-date 
results show that the multi-year strength in contracting continues, but at a lower pace. General 
Merchandise/Miscellaneous was the second largest contributor to growth, due partially to easier 
comparisons with the prior year, now that displaced business activity during construction at the 
Village at Totem Lake and Kirkland Urban projects shows in both 2017 and 2018. 
 
MID-YEAR BUDGET ADJUSTMENTS 
 
At the June 19 City Council meeting, the Council will be considering mid-year budget 
adjustments to adjust appropriations to reflect unanticipated revenues that have been identified 
that may be expended, recognize positions, projects, or programs authorized since the mid-
biennial budget amendment, and incorporate housekeeping adjustments. 
 
Notable mid-year adjustments are summarized as follows (further detail on each adjustment will 
be included in the June 19 Council meeting packet; final dollar amounts for the adjustments are 
still under review):   
 
Council Directed/Other Requests and Previously Approved Adjustments – This category includes 
any additional recommended appropriation changes or uses of reserves subsequent to the 
December mid-biennial budget adjustments, including formal adoption of previously approved 
Council actions (fiscal notes, etc.) in the budget ordinance.  These potential adjustments 
include: 
 

 Recognize a state grant for modernization work at the Kirkland Performance Center; 
 Use additional monies from the Major Systems Reserve to fund enhancements to the 

Customer Relationship Management System project; 

 Use monies from the Off-Street Parking Reserve to make needed structural repairs at 
the Library Parking Garage based on the recent building assessment;   

 Use of reserves to fund the Parks Manager Position; 
 Increased backfill support for Project 12, the Finance/Human Resources System 

implementation; 

 Recently approved Transportation program staffing increases, including: 
o Temporary increase in in the Engineering Program assistant staffing level due to 

increased regional demands for transportation planning efforts, funding with 
increased parking fee revenues; 

o Addition of Transportation Strategic Advisor position, lasting through May 2021, 
to manage high profile transportation projects, funded from General Fund 
balances; 

o Temporary Transportation Program Coordinator to support the Community Van 
project, demand management, and commute trip reduction programs, split 
funded with contributions from King County Metro and development reserves; 

o Temporary Transportation Engineer, to assist in planning, implementation and 
operation of Kirkland’s traffic signal system, funded with development reserves 
and General Fund balances; 

 Capital budget adjustments, including: 
o Funding to purchase the Office Max building for the Parks Maintenance Center; 
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o Acceptance of work adjustments for Surface Water, Utility and Transportation 
projects; 

 Reimbursements from external agencies for Public Safety overtime expenses. 
 
There may be additional requests that are not identified at this time.   This will represent the 
third adjustment to the 2017-2018 operating budget.  The final opportunity for budget 
adjustments will occur at the end of 2018.  
 
PRICE OF GOVERNMENT UPDATE 
 
One of the strategic anchors used in the 2017-2018 budget process was affordability, as 
indicated by the “Price of Government”.  The “Price of Government” concept is defined in the 
book of the same name by David Osborne & Peter Hutchinson.  It is measured as revenues 
from taxes and fees to the government compared to the aggregate personal income level of the 
City’s constituents, with the ‘price’ expressed in percentage terms.  In general terms, the 
calculation is used to help define a band in which residents are willing to pay for government 
services and to provide a comparison over time.  The typical range for local governments is 
between 5 percent and 6 percent. 
 
Kirkland’s Price of Government graph in the 2017-18 Budget Message reflected actual revenue 
data for 2007-2015, 2016 estimates, and the 2017-2018 adopted budget.  The personal income 
data reflected actuals published by the U.S. Census Bureau (American Community Survey) for 
2007-2015 and projections based on the Washington State Economic and Revenue Forecast 
Council personal income growth forecast.   
 
Staff has updated the Price of Government graph to include 2017 actual revenues and amended 
2018 budgeted revenues. The update also relies on a new personal income growth forecasts 
from the State Economic and Revenue Forecast Council and new population growth forecasts 
the Puget Sound Regional Council.  The revised graph is provided on the following page.   
   
Since the last update (shown in purple on the graph), the Price of Government in Kirkland has 
risen in 2017 and 2018 based on new revenues from improved economic performance, 
although the total revenues are still approximately 4 percent and “taxes-only” are below 2 
percent of Aggregate Personal Income. This outcome is similar to the two previous budget 
cycles where the price of government increased modestly as actual revenue data was added to 
the model and as personal income estimates were revised.  
 
The majority of the rise between the previous and current update is due to actual revenues 
exceeding the budgeted levels, particularly development fees, Real Estate Excise Tax (REET), 
and sales taxes.  These increases are directly related to the high level of development activity 
over the past several years, however this can fluctuate significantly with economic cycles. 
 
Personal income estimates for 2017 and 2018 declined due to slight downward revisions to 
population by the Puget Sound Regional Council and slight downward revision to per capita 
income forecasts by the revised projection of income growth from the Washington State 
Economic Revenue Forecast Council of 3.0 percent (previously 2.5 percent).  This adjusted the 
denominator of the calculation downward, which also added to the upward revision in the trend 
lines.  
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The change in the Price of Government over the past twelve months has happened without 
action on the part of the City, due to external forecast revisions and robust development 
revenue activity, which highlights that this broad metric should be viewed as a trend indicator 
taken in context with other measures, such as the quadrant chart and the forecast, both of 
which are updated below, rather than a single measure of financial stability in Kirkland.   
 
According to Osborne and Hutchinson, when the Price of Government is significantly 
below 5%, residents of the community may be interested in investing in more 
services through higher taxes or fees.  Kirkland’s Price of Government remains 
below 4%.  The community’s willingness to invest in enhanced services seems to be 
supported by the 2018 Community Survey results.  Staff will be discussing with the 
Council whether to consider higher fees or potential new taxes for additional public 
safety service levels in the second part of the budget retreat.  
 
FINANCIAL FORECAST 
 
Since the preliminary forecast provided in February, the baseline financial forecast has been 
updated to reflect actual revenues and expenditures in 2017 and to account for all budgeted 
on-going expenditures in 2018.  As it is impossible to differentiate between ongoing and one-
time expenditures in actuals, there is a clear drop in the expenditure and revenues trend lines 
moving from 2017 to 2018.  The forecast ends in 2024, allowing for analysis of the impact of 
the expiration of the annexation sales tax credit in 2021.   
 
Annual revenues to the General Fund come from a large variety of sources, though four main 
categories represent the majority of collections, including Sales Taxes, Property Taxes, Utility 
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Taxes and Development Fees. The following discussion describes the share of total revenues for 
major categories, recent growth trends, and projections for the out-years of the forecast. 
 
Revenues 
Revenue projections in the forecast are based on 2017 actuals and 2018 ongoing revenue 
estimates. The following discussion provides background information for each major category in 
order of percentage of total General Fund ongoing revenue. 

 
Sales taxes represented 21 percent of total General Fund revenues in 2017 and are the 
General Fund’s largest revenue category. As they are directly related to business activity, they 
are also the most sensitive to economic trends, as demonstrated by the following familiar 
graph. 

 

The relatively mild national recession of 2001 was characterized by a peak-to-trough drop in 
sales taxes of 13 percent, with recovery of prior peak collection levels by 2003; the ‘Great 
Recession’ that began in December 2007 led to a more severe peak-to-trough drop of 25 
percent, with revenues only reaching their prior peak six years later.  The following chart 
displays what these drops would mean in terms of 2017 collection levels, and in relation to 
General Fund ongoing totals in 2018: 

 

Sales taxes are collected from a number of different business sectors, as demonstrated by the 
following table showing FY 2016 and FY 2017 collections through December. 
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The most volatile sales tax sector is contracting, which is dependent on a number of factors, 
including interest rates, buyer creditworthiness, labor and materials costs, growth, and 
availability of land. Since 2000, contracting year-over-year growth has ranged from a 45 
percent year-over-year increase to a 36 percent decrease; this is in contrast to all other 
categories combined, which vary along a much narrower range of 13 percent increase to 15 
percent decrease.  

 

As shown in the previous table, in 2017 contracting taxes represented 64 percent of sales tax 
growth and 20.9 percent of total sales tax collections. This is Contracting’s highest share of total 
collections since 2000, slightly above the level recorded in 2006, as demonstrated in the 
following graph.  

2016 2017 2016 2017

Services 2,688,805 2,855,163 166,359 6.2% 13.4% 13.1% 

Contracting 3,443,988 4,574,948 1,130,960 32.8% 17.2% 20.9% 

Communications 537,934 592,699 54,765 10.2% 2.7% 2.7% 

Retail:

Auto/Gas Retail 4,757,711 5,040,398 282,687 5.9% 23.7% 23.1% 

Gen Merch/Misc Retail 2,078,161 1,905,109 (173,052) -8.3% 10.4% 8.7% 

Retail Eating/Drinking 1,595,199 1,656,619 61,419 3.9% 7.9% 7.6% 

Other Retail 2,753,838 2,928,538 174,699 6.3% 13.7% 13.4% 

Wholesale 957,368 1,018,484 61,116 6.4% 4.8% 4.7% 

Miscellaneous 1,260,127 1,280,607 20,480 1.6% 6.3% 5.9% 

Total 20,073,131 21,852,565 1,779,434 8.9% 100% 100% 

City of Kirkland Actual Sales Tax Receipts
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Forecasting sales taxes is always challenging given inherent volatility. This is compounded when 
you are on the leading edge of the second longest economic expansion in history, with strong 
economic fundamentals set against a backdrop by regional and national political uncertainty. 
The fact that the most volatile sector comprises such a high portion of the recent collections 
base adds to the complexity.  

The average growth rate for sales taxes from 2000 to 2017 was approximately 4 percent per 
year; since the 2007 peak, the average growth rate has been 3 percent. In light of the 
previously discussed uncertainty, while acknowledging that an economic recession is not 
assumed, the forecast for 2021 through 2024 uses 3 percent growth per year. 

As recent Council policy has relied on a modified two-year lag, whereby the next two years 
budget amounts are based on the most recent estimate, the forecast assumes 0 percent growth 
in 2019 and 2020.  An alternate assumption to grow 2019 and 2020 at 3 percent adds 
approximately $7.9 million to 2019-2024 in the forecast, including increasing the 2019-2020 
surplus by $2 million and decreasing the projected 2023-2024 deficit by $3 million. 

Property Taxes represented 18.2 percent of total General Fund revenues in 2017 and are the 
General Fund’s second largest revenue category. Annual growth in Property Taxes is limited by 
state law to the lesser of 1 percent or the value of inflation as measured by the Implicit Price 
Deflator plus the percentage growth in new construction in the prior year. This first portion of 
allowable growth is an optional increase that is subject to affirmation by the City Council.   

Since 2012, the new construction percentage has ranged from 0.62 percent in 2013 to 1.9 
percent for 2018 taxes, with an average growth of 1.39 percent. 

While Property Tax lacks the downside volatility of Sales Taxes, given limits on growth it also 
lacks significant natural upside growth potential, absent voter approval.  Given these growth 
fundamentals, the forecast for 2019-2024 uses a growth rate of 2 percent per year; 1 percent 
for the optional percentage allowed by state law, and 1 percent for new construction growth, 
which is slightly more conservative than the recent average.  

Utility taxes represented 14.7 percent of total General Fund revenues in 2017 and are the 
Fund’s third largest revenue category. They are comprised of taxes on private utility revenues 
(gas, electric, cable, and telephone, representing roughly two-thirds of collections) and public 
utility revenues (water, sewer, surface water and solid waste, representing roughly a third of 
collections). Public Utility Taxes are generally stable as they rely on customer growth and 
Council-approved rate increases, with minor external market disruptions. Forecast growth is 
based on revenue amounts from the City’s rate models, which are being developed this 
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summer.  Based on information currently available, Public Utility taxes are escalated by 2 
percent per year in 2019-2024.  These rates will be updated during biennial budget 
development when the underlying utility rate models are completed this summer. 

Private Utility taxes, in contrast, are historically more volatile and subject to broader market 
influences. For example, Gas and Electric utility taxes are influenced by weather conditions, as 
well as natural resource supplies and prices.  As shown in the graph, since 2012, the first full-
year of data after annexation, Electric Utility Tax collections have ranged from $3.6 million to 
$3.9 million, with a slight upward trend developing over the last three years.  Gas Utility Tax 
collections have ranged from $1.55 million to $1.46 million, with a gradual negative trend 
ending in an uptick in 2017.   

 

For the forecast, Electric Utility taxes are escalated 2 percent per year and Gas Utility taxes are 
kept flat. 

Finally, Telephone Utility taxes and Cable Utility Taxes are distinct in that they are subject to 
market competition that can be disruptive.  For example, Telephone Utility tax collections have 
been decreasing since 2013, likely as a result of subscribers dropping their land lines in-lieu of 
cell phone-only services.  Cable Utility taxes, while not decreasing, have remained flat in recent 
years.  This category is at risk of downside pressure from ‘cord-cutter’ activity, as subscribers 
move from cable television packages to internet streaming services, which are not taxed. 
Trends since 2012 are shown in the following graph. 
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In light of these factors, in the forecast, Telephone Utility taxes are decreased by 10 percent 
per year from 2019 through 2024, and Cable Utility Taxes are decreased by 2 percent per year 
from 2019 through 2024. 

Development Fees represented 11.7 percent of General Fund revenues in 2017, and in 
aggregate are the fourth largest category. They are unique among General Fund revenues in 
that they are restricted to cover costs supporting development permitting, review and 
inspection services.  Any revenues in excess of expenditures are set aside in reserve to support 
future development services work. 

Development fees have experienced rapid growth since the last recession, and are at historically 
high levels, as shown in the following graph. 

 

In light of the clear volatility of this revenue stream, as well as the legal restrictions on use, the 
projected ongoing component is budgeted to support regular staffing in the Planning and 
Building and Public Works departments, and excess amounts in reserves are used on a one-
time basis to support temporary staffing levels. As the forecast is designed to project ongoing 
resources and expenses, the forecast relies on the 2018 ongoing budgeted amount as the base, 
with a 2 percent per year growth projection for 2019-2024.  Using this approach, it is not 
necessary to remove restricted resources from the annual surplus/deficit calculations in the out-
years.   

Internal Charges represented 7.2 percent of General Fund revenues in 2017, and represent 
the fifth largest revenue category.  These revenues are charges to other City funds, including 
the Utilities, Parks and Street Funds, to pay for services provided by the General Fund, including 
Finance, City Management, Human Resources and Legal expenditures.  As these charges are 
related to growth in General Fund expenditures, the underlying growth trend in General Fund 
expenditures, which ranges from 3 percent to 4 percent per year from 2019-2024, is used for 
the annual growth forecast.  

Business Fee revenues include Business License Fees, the Revenue Generating Regulatory 
License (RGRL), and Franchise Fees, and in aggregate provided 7.6 percent of General Fund 
revenues in 2017. Average growth since 2012 has been 3.6 percent, however, this includes the 
impact of enhanced collection activity in the RGRL in 2016 and 2017, as well as the impact of 
the increase of the per FTE charge from $100 to $105 in 2017.  For the 2019-2024 forecast, a 
more conservative rate of 1 percent per year is used, which is slightly higher than the Puget 
Sound Economic Forecaster projected annual job growth rate of 0.9 percent per year. 

The Annexation Sales Tax Credit (ASTC) represented approximately 4 percent of General 
Fund revenues in 2017.  The amount of the credit is based on an annual request to the 
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Department of Revenue (DOR) for revenues to cover the gap between revenues and expenses 
through State Fiscal Year 2021.  The latest request, submitted to DOR in March of this year, 
was for $3.935 million in State Fiscal year 2019. The forecast uses this figure in each year 
through 2020; for Fiscal year 2021 $1,967,000 is used reflecting the end of the 10th year of the 
ASTC on June 30, 2021. It is important to keep in mind that the state sales tax credit is only 
available to fund any actual shortfalls between annexation revenues and expenses, so actual 
revenue and expenditure variance in the annexation area may ultimately reduce the amount of 
the credit in future years. 

All Other Revenues include State and County Shared Revenues, Fines, Fees and Forfeitures, 
Recreation Revenues, Other Transfers-in and Miscellaneous Revenues.  In aggregate, these 
have grown approximately 3-4 percent on average over the last five years, with growth in 
Criminal Justice Sales Taxes shared by King County, Recreation Revenues and Interest Earnings 
outpacing declines in Fines, Fees and Forfeitures. For the purposes of the forecast from 2019-
2024, these are escalated by 2 percent per year, slightly lower than the recent trend. 

 

Reserves are not used in 2019-2024. 

The following table shows the impact to the forecast from a 1 percent change to the growth 
assumption in each of the above described categories in 2019.  In subsequent years, the impact 
would be slightly higher, due to baseline growth. 

 

Village at Totem Lake and Kirkland Urban Incremental Revenues 
Forecast figures shared at the February retreat included estimates of the potential revenue 
impacts from the Village at Totem Lake and Kirkland Urban developments, which are both 
currently underway and scheduled for opening prior to the expiration of the ASTC.  This 
forecast includes those preliminary estimates, which are best viewed as rough preliminary 
estimates as neither project is complete. 

 
 
 

Category 2017 Actual 2018 Estimate

Retail Sales Tax 21,852,566      22,508,143      

Property Taxes 18,341,690      18,762,395      

Utility Taxes 14,833,295      13,925,306      

Development Fees 11,782,160      6,354,976        

Internal Charges 7,235,557        6,897,609        

Business Fees 7,619,153        7,643,054        

Annexation Sales Tax Credit 4,153,965        3,935,000        

All Other Revenues 14,920,967      13,485,121      

Total 100,739,354 93,511,604   

General Fund Revenues

Category 1% in 2019

Sales Taxes 225,081        

Property Taxes 191,376        

Utility Taxes 139,253        

Development Fees 64,821          

Internal Charges 71,542          

Business Fees 84,628          

Other 129,344        
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Expenditures 
Based on 2017 actuals and 2018 amended on-going budget, including all adjustments made as 
of December 2017.  
 
Wages and Salaries represented 47 percent of total General Fund expenditures in 2017, net 
of significant one-time transfers, and are the largest category.  Actual annual growth in wages 
since 2012 has averaged 5 percent, though that figure includes the impacts of staffing increases 
largely related to staffing-up for development activity, as well as other one-time position 
increases. One-time expenditures are excluded from the 2018 base year; going forward, the 
forecast assumes 3 percent growth in 2019 and 2020, and 4 percent growth in 2021 through 
2024. The growth trend does not include new positions, but does include cost escalation 
increase, step progression, longevity amounts, and market adjustments.  

Benefit expenses represented 19 percent of total expenditures in 2017.  These costs consist of 
payments for health and other insurance contributions, state pension system contributions and 
contribution to the Municipal Employees Benefit Trust (MEBT). 

o Health, Dental, Life insurance costs have undergone significant changes in the 
period from 2012 through 2017, including transition to the CDMH plan for a large 
subset of employees, the transition to the LEOFF Trust plan for IAFF members.  As 
such, it is difficult to derive a reliable trend from past performance. The most recent 
long-term rate advice from our health plan actuary pointed to an escalator of 6.1 
percent, which is used for the forecast. It is worth noting that renewal discussions 
are underway, the results of which may have an impact on this escalator assumption 
in the biennial budget process.   

o Pension system contributions as a percent of salary have steadily increased from 6 
percent in 2012 to 8 percent in 2017. City employees participate in either the Law 
Enforcement Officers and Fire Fighters plan (LEOFF), the Public Safety Employees 
Retirement System (PSERS) or the Public Employees Retirement System (PERS) 
depending on job type. The forecast continues the steady upward trend since 2017, 
adding an additional 0.4 percent per year to the rate as a proportion of salaries 
through 2024.  

o MEBT expenditures have been consistently 5.5 percent of salary since 2012; this 
rate is continued through 2024. 

Supplies, services & capital represented 19 percent of total expenditures in 2017; these 
amounts are grown at the projected rate of inflation in 2019-2024, which ranges from 2.5 
percent in 2019 to 2.2 percent in 2024. 

The table below shows the impact in 2019 to the forecast from a 1 percent change to the 
growth assumption in each of the above described categories.  In subsequent years, the impact 
would be slightly higher, due to baseline growth. 

 

Operating Transfers include debt service payments, contributions to City sinking funds and 
capital projects, and scheduled reserve replenishments. Combined they represented 12.7 
percent of General Fund expenditures in 2017, though this is skewed upwards due to significant 
one-time transfers, including a $3 million transfer to the Fire Station 27 project in the capital 

Category 1% in 2019

Wages and Salaries 464,438        

Benefits 201,874        

Supplies Services and 

Capital 225,457        
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budget and a transfer of approximately $1.5 million to the City Hall renovation project from the 
sales proceeds of the 505 Market St. building.  In ongoing terms, transfers represent 
approximately 5.5 percent of the budgeted expenditures.  The table below shows scheduled 
transfers from 2019 through 2024. 

 

It is worth noting that this includes the 1 percent planned reserve replenishment in 2019, after 
which reserves will be at target. Also, an estimate of potential debt service related to Totem 
Lake infrastructure improvements is included; the actual timing of this debt issuance is 
dependent on completion of milestones in the development agreement. This assumes that the 
full obligation will be funded with debt proceeds. 

The Village at Totem Lake and Kirkland Urban Incremental Expenditures 
While the forecast includes preliminary estimates of the potential revenue impacts from the 
Village at Totem Lake and Kirkland Urban developments, it does not include any incremental 
expenditure impacts beyond the debt financing costs for infrastructure investments as 
previously described. 

 

Updated General Fund Forecast 

The graph on the following page shows the forecast through 2024 using the previously 
discussed assumptions. 

Transfers to Debt Service 2019 2020 2021 2022 2023 2024

Estimated Totem Lake Infrastructure Debt 487,886        487,886        487,886        487,886        487,886        

City Hall Debt 469,894        471,179        467,215        468,126        468,789        469,202        

PSB Debt (Facilities Expansion) 2,645,430    2,730,305    2,292,505    2,453,505    2,453,505    2,453,505    

Build America Bonds (BABs) Credit (511,700)      (498,667)      (483,142)      (472,160)      (472,160)      (472,160)      

REET Offset -                 -                 -                 (180,250)      (180,250)      (180,250)      

    Subtotal Debt Service Transfers 2,603,625$  3,190,703$  2,764,464$  2,757,107$  2,757,770$  2,758,183$  

Capital/Operating Transfers Out

IT Sinking Fund 450,000        450,000        450,000        450,000        450,000        450,000        

Fire Sinking Fund 375,000        375,000        375,000        375,000        375,000        375,000        

Police Sinking Fund 125,000        125,000        125,000        125,000        125,000        125,000        

Reserve Replenishment 928,143        

Retired Garage Debt/Walkable Kirkland 391,252        391,252        

Annexation Street Light Funding 285,000        285,000        285,000        285,000        285,001        285,002        

CIT 0200 Geographic Information Systems 114,000        114,000        114,000        114,000        114,000        114,000        

Emergency Generator CIP 60,000          

   Subtotal Capital/Operating Transfers Out 2,668,395$  1,800,252$  1,349,000$  1,349,000$  1,349,001$  1,349,002$  

Total Ongoing Transfers Out 5,272,019$  4,990,955$  4,113,464$  4,106,107$  4,106,771$  4,107,185$  
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As shown in the graph and table, in 2017 there is $5.79 million one-time surplus, due to salary 
savings and revenues above budget, largely sales taxes and development fees.  Of this amount, 
$1.6 million is from restricted development fees that will be reserved for future development 
services work, leaving a net amount of approximately $4.18 million.  For 2018, approximately 
$2.78 million in one-time resources is available, due predominantly to the impact of the two-
year sales tax lag.  This brings the biennial total of one-time resources to $6.96 million. 

A first call on these excess resources is the recently adopted temporary positions supporting 
regional transportation projects, as approved by Council on March 20, 2018.  These positions 
relied on $565,000 from the General Fund in 2019-2021.  There are several critical capital items 
on the 2017-2018 City Work Plan (Attachment D) that will be discussed at the retreat that 
could be candidates for this funding.  The top two priorities are full capital funding of New 
Station 24 at the Rite Aid site, and approximately $1.75 million in tenant improvements to 
convert the recently purchased Office Depot building into the new Parks Maintenance Center.   

In terms of forward looking projections portrayed in the graph, the drop in expenditures and 
revenues going from FY 2017 to FY 2018 is the impact of transitioning from 2017 actual 
amounts, which include one-time revenues and expenditures, to a 2018 ongoing baseline.  
Significant one-time revenues in 2017 included use of prior year cash from the two-year sales 
tax lag, higher-than-budgeted development revenues, and significant affordable housing in-lieu 
fees that are received from developers.  One-time expenditures included capital transfers, ARCH 
payments, and one-time service package expenses. One-time expenditures and revenues are 
excluded from the 2018 baseline to allow for future projections using escalators without 
significant technical adjustments.  

For the 2019-2020 Biennial Budget period, the two-year surplus is projected to be $1.1 million.  
Due to the expiration of the ASTC in June 2021, beyond 2020 the projection becomes negative, 
with a $17.9 million deficit projected for the 2023-2024 Biennium.    

As mentioned at Council retreats in February and May of this year, there are a number of 
positions and expenditures that are perennially included in the budget, funded with excess prior 
year unobligated resources generated from salary savings and the two-year sales tax lag policy. 
The current list is included below. 

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Total Expenditures (000's) 80,419     82,884     89,203     89,251     102,740   90,988       94,449     97,302     100,006   103,938  108,056   112,361      

Total Resources (000's) 82,804     85,338     89,662     96,451     108,527   93,494       95,478     97,405     97,636     97,921   100,266   102,272      

Net Resources (000's) 2,385     2,454     459        7,200     5,787     2,506        1,029     103        (2,370)   (6,017)  (7,790)    (10,089)    

Less Developmnt Rev>Budget (1,600)   -                -             -             -             -            -              -                 

Adjustment to Reserves/NY RF (4,838)   (7,659)   -             -                -             -             -             -            -              -                 

Biennium Total (000's) 0                                (17,879)                        0                                6,693                           1,132                        (8,387)                     

 -
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 120,000
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These costs are not included in the baseline forecast, and if included as ongoing expenditures 
would shift the 2019-20 surplus projection to a $3.5 million deficit, and would increase the 
2023-2024 biennial deficit to approximately $22.5 million. 

The need to take specific action to balance the budget in the coming biennium has existed since 
the late 1990’s due in part to the impacts of voter-approved initiatives and economic conditions.   
 
The table on the following page summarizes the major actions that the City has 
taken in prior years to balance the budget. 
  

Recurring Policy Issues 2017 OT 2018 OT

2018 Community Survey -              30,000        

4Culture Arts Sustained Support 8,000          8,000          

ARCH Housing Trust Fund Addition 415,000     415,000     

AWC Membership Dues Increase -              1,531          

CIP Outreach Outreach Coordinator 67,090        67,509        

Communications Staffing 45,613        46,881        

Community Programs and Events 64,000        48,000        

Commute Trip Reduction Enhancements-ORCA 43,125        86,250        

Commute Trip Reduction Incentives - Outside Businesses -              60,000        

Constituent Relationship Management (CRM) -              55,000        

Contract Jail Costs -              250,000     

Council work program - Emergency Prep Coordinator -              44,422        

Court Security 111,768     108,441     

Eastside Timebank Operating Support 3,000          3,000          

Employee Bus Pass Adjustment 5,750          11,500        

Engineering Program Assistant 49,223        49,508        

Grant Support for Capital Engineering 30,000        30,000        

Human Services Commission 4,164          6,199          

Human Services Option 3 85,430        87,139        

Innovation Internships -              65,887        

Jail Administration 85,719        82,999        

Jail Administration Electronic Home Detention 10,000        10,000        

Kirkland Performance Center (KPC) Operating Support 50,000        50,000        

Leadership Eastside Leadership Enrichment Program 12,000        12,000        

Learning Management System LMS 13,011        13,011        

Monetary Recovery - Pilot Program 5,000          5,000          

Neighborhood Services Matching Grant -One-time 30 percent  Increase 5,101          5,101          

Neighborhood Traffic Control Coordinator 67,090        67,509        

Police Officer Over Hire -              68,613        

State Legislative Advocacy Services 60,000        60,000        

Supplemental Human Services Grant Funding 84,865        84,865        

Temporary Code Enforcement Officer -              124,766     

Temporary HR Analyst 34,439        35,053        

Temporary Police Support Associate 83,674        81,859        

Transportation Planner 128,603     135,055     

WCIA Training for Fire Department Supervisors -              13,000        

Wildland Equipment and Training -              39,755        

Senior Applications Analyst (IT Fund) 178,923     159,466     

GIS Analyst for Lucity Support (IT Fund) 103,758     140,025     

Grand Total 1,854,346  2,662,344  
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Summary of Budget Balancing Actions 
 

 
  

--------------------Annual Budgets-------------------------------

Strategy <99 99 00 01 02 03 04 05-06 07-08 09-10 11-12 13-14 15-16 17-18

New Revenue Source

Surface water management fee (w/increases) P P P P P

Revenue generating reg. license fee (w/incr.) P P P

Surface water utility tax P

Cost of service interfund charge/updates P P P

EMS Transport Fee P

Levy Lid Lifts P P

Increased Tax Rate or Fee

Increased property tax rate P P P P P P P P P P P

Increased utility tax rate P P P

Increased parking fines P P

Increased development fees P P P P P P P

Increased other fees P P P

Change to Sales Tax Assumptions

Reduced CIP allocation P P

Reduced sales tax lag to 1 year* P P P P P

Use of One-time/Time Limited Revenue Sources

Sales tax audit proceeds P

Interest income P

Annexation Sales Tax Credit P P P P

Planned Use of Reserves

Rainy Day Reserve P P P

Rate Stabilization Reserve P

Development Services Reserve P P P

Expenditure Reductions

Non-labor Expenditure Reductions P P P P P P

Workforce/Positions Reductions P P P

Furloughs P

Fixed Rate or No Cost of Living Adjustment P P P P

Restructure Medical Benefits P P

Other Strategies

Reduced budgeted benefit rate to citywide avg P P

Reduction in state retirement rates P P

Efficiencies P P P P P P P P P P P P P P

* Restored use of a modified 2-year lag for sales tax in 2015-2016, a conservative approach to help with future budget balancing.

-----------------------Biennial Budgets--------------------------
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The impact of the expiration of the Annexation Sales Tax Credit (ASTC) in 2021 can be seen in 
the final four years of the projection.  Measures that have been taken to help the City adjust to 
the revenue reduction include:   

o The overall non-voted general fund debt service, including the bonds used to finance 
the Public Safety Building, decreased by $450,000 in 2014 and by another $450,000 
in 2021.  Funds freed up from these decreases are intended to offset the loss of the 
ASTC upon expiration and should not be re-appropriated to other on-going needs.  
However, funds from these sources have been set aside through 2019 toward the 
Walkable Kirkland project in the Capital Improvements Program. An additional 
$180,000 of the debt service is planned to be funded from REET 1 beginning in 
2022; 

o The adopted budget assumes that 1 percent of revenues would go toward reserve 
replenishment until reserves reach their targets, which is projected in 2019.  The 
satisfaction of this requirement reduces the operating budget by approximately 
$960,000 a year, continuing through the expiration of the ASTC. 

o A $500,000 Annexation Sales Tax Reserve was created from ongoing revenue in 
2018. 

o As shown in the graph below, these measures combine to backfill approximately 
$2.4 million of the future revenue loss, leaving the balance of $1.6 million to be 
identified.   

 

The forecast includes the impact of these measures.  

In terms of General Fund revenue alternatives for the 2019 -2020 Biennial Budget, the 
discussion provided at the February Council retreat is included as Attachment E.  This 
document has been updated with three additional revenue options including: 

 

 Transportation Benefit District Revenue to offset contributions of general revenues to 
the City’s Street Operating Fund;  

 Recreation and program fees to offset General Fund contributions to Parks; 
 A potential Public Safety Sales Tax ballot measure authorized by RCW 82.14.45 for 

enhanced Police and Fire services. 
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KIRKLAND QUAD 

 
Following the citizen survey every two years, staff compile the Kirkland Quadrant, by adding 
budget data to the high level look at how City services are perceived by the public, both in 
terms of importance and performance. The 2018 citizen survey took place during the first week 
of May.  Citizens were asked to grade a number of services on a scale of ‘A’ to ‘F’, for 
performance, with ‘A’ being ‘Excellent’ and ‘F’  representing a failing grade.  Citizens were also 
asked to rank services by their importance to them, with 5 being the highest and 1 being the 
lowest.  Preliminary results are now available and are shown in the diagram on the following 
page. The 2016 survey is also shown for the purposes of comparison.  Budgeted dollar amounts 
are shown next to the relevant data points to demonstrate resource allocations in each 
category. 
 

 
 
 

Fire/Emergency Med. 
$42.0M

Recycling/Garbage 
$34.7M

Police $50.9M

Pedestrian Safety $49k

Parks $15.9M

Environment $1.0M

Recreation Programs 
$4.8M

Arts $46k

Community Events $355k

Preparedness $548k

Sidewalks/Paths $169k

Bike Safety $801k

Street Maintenance 
$17.4M

People in Need $3.6M

Neighborhoods $308k

Traffic Flow Mgmt. $1.3M

Businesses $690k

Zoning/Land Use $4.4M

Permitting/Inspection 
$3.0M
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 Lower - Performance - Higher 

2016 Survey Results with 2017-2018 Original Adopted Budget

"Imperatives"
Total: 12.7%
$23.0 million

"Stars"
Total: 79.4%

$144.5 million

"Lesser Priorities"
Total: 5.0%
$9.2 million

"Successes"
Total: 2.9%
$5.2 million
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Affordable Housing and People In Need 
 
The Council added the provision of affordable housing to the 2018 Community Survey as a city 
service to be tested for importance and performance.  Staff has therefore included affordable 
housing in the Kirkland Quad for the first time.  To maintain consistency with the framework 
staff moved budget data related to the women’s shelter and ARCH funding from “People in 
Need” to the category of “Affordable housing.”   As a result, the People in Need category fell 
from $3.6 million in 2017 to $2.5 million, and the Affordable Housing category was added at a 
funding level of $2.4 million.  The total investment in both categories rose from $3.6 million in 
2017 to $4.9 million in 2018, demonstrating the Council’s strong commitment to these issues.  
 
Between the FY 2017-2018 adopted budget and the budget including revisions adopted on 
December 12, 2017, the percentage of resources spent on “stars” and “imperatives”, those 
areas that citizens rate as highly important, declined from 92.1 percent of resources allocated to 
areas in the quadrant to 89.1 percent.  This is largely due to the shift of items between 
quadrants, with  the addition of a new category in the 2018 survey, “Affordable Housing” which 
received $2.5 million of budgeted resources and was listed as a “lesser priorities” by survey 
respondents, as well as ‘People in Need’, which shifted from “imperatives” to “lesser priorities”. 
 
 
 

Fire/Emergency Med. 
$44.6M

Recycling/Garbage 
$34.8M

Police $52.4M

Pedestrian Safety $65k

Parks $16.1M

Environment $1.2M

Recreation Programs 
$5.3M

Arts $111k

Community Events $357k

Preparedness $661k

Sidewalks/Paths $164k

Bike Safety $820k

Street Maintenance 
$17.8M

People in Need $2.5M

Neighborhoods $449k

Traffic Flow Mgmt. $1.3M

Businesses $934k
Zoning/Land Use $4.3M

Permitting/Inspection 
$3.3M

Affordable Housing 
$2.4M
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 Lower - Performance - Higher 

2018 Survey Results with 2017-2018 Budget as Amended

"Imperatives"
Total: 10.1%
$19.1 million

"Stars"
Total: 79.0%

$149.8 million

"Lesser Priorities"
Total: 7.8%

$14.7 million

"Successes"
Total: 3.1%
$6.0 million
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Overall, the average performance ratings of City services decreased from 3.77 to 3.72, while 
the average importance of services remained essentially unchanged (3.93 to 3.92).  The largest 
increases in performance were in ‘Police’ and ‘Businesses’, while the largest increases in 
importance were in ‘Zoning/Land Use’ and ‘Permitting/Inspection’.  For the first time the survey 
sought feedback on Affordable Housing; citizen responses placed this service in the “lesser 
priorities” quadrant.  This plus the shift of ‘People in Need’ to “lesser priorities” more than 
accounts for the increase in spending on “lesser priorities” noticed when comparing the two 
charts. 
 
A more in-depth discussion of the survey results will be provided separately at the retreat. 
 

CONCLUSION 

The City of Kirkland’s near-term financial strength continues, as gauged by an analysis of recent 
data captured by the City’s financial reporting tools, including the Financial Management Report, 
Financial Dashboard, and Monthly Sales Tax report.  Growth in General Fund revenues 
continues, led by development-related revenues, including development fees and sales taxes 
from construction activity. A conservative forecast for future growth indicates a deficit for 2023-
2024 after the expiration of the ASTC.  

Future financial challenges posed by the expiration of the Annexation Sales Tax credit are being 
met through conservative financial planning and an economic development strategy that 
includes redevelopment of the City’s economic cores. An alternate approach to the two-year lag 
policy would indicate a smaller deficit in future years. A review of the City’s Strategic Anchors, 
including the Price of Government and the Kirkland Quad, demonstrates the City continues to 
provide the affordable, quality services that resident desire.  If the Council and the community 
find the current services levels to be adequate and staffing levels remain somewhat constant, 
there will be no need for significant new revenues or budget reductions until at least 2022.    

 



 

 

AS OF MARCH 31, 2007 

 General Fund revenue ended the first 

quarter 7.0 percent below March 2017, a 

decrease of $1.7 million. This decrease was 

driven by one-time proceeds from the sale 

of the 505 Market Building ($2.4 million), 

that occurred in 2017. Excluding this prop-

erty sale, general fund revenue would be 

3.4 percent higher for year to date 2018, 

driven by higher building permit fees and 

sales tax revenues. For the quarter, general 

fund revenues are at 24.0 percent of 

budget. More detailed analyses of General 

Fund revenue can be found on pages 2-3, 

and of sales tax revenue on pages 5-6. 

 Other General Government Funds fin-

ished the quarter 3.4 percent higher than 

March 2017, up $170,389. The Street 

Operating Fund revenues were 

$136,165 higher than March 2017 due to 

revenues received for street cut permits, 

higher state entitlement revenue and high-

er parking meter revenues. The Infor-

mation Technology Fund contributed 

$20,456 to the year over year increase, 

and the Equipment Rental Fund contributed 

$14,715, both due to charges received for 

service packages in the 2017-2018 budget. 

 Combined, the Other General Govern-

ment Operating Funds are only at 18.0 

percent of budget year to date, but this is 

due to several funds receiving revenue 

from property taxes, the bulk of which are 

received in the second and fourth quarters 

of the year.  

 Revenues in Utility Funds in total were 

up 0.8 percent compared to 2017, 20.4 

percent of budget after the first quarter. 

 Water/Sewer Operating Fund revenue 

was down 0.9 percent from 2017, at 

22.6  percent of budget. 

 Surface Water Management Fund rev-

enues were 11.9 percent higher than 

they were in 2017, primarily due to the 

higher level of building permit activity. 

Through March revenues were at 5.8 per-

cent of budget because storm drainage 

fees are collected alongside property tax 

payments which are due twice yearly at 

the end of April and October.  

 The Solid Waste Fund revenues were 

1.8 percent higher than 2017 for the first 

quarter and at 25.6 percent of the annual 

budget. 

Summary of All Operating Funds: Revenue 

Financial Management Report 

as of March 31, 2018 

A T  A  GL A N CE :  

Kirkland is scheduled 

to join the State’s 

Business Service in 

2018 (page 2) 

2018 General Fund 

revenues decreased 

7.0% over 2017  

(pages 2-3)   

Sales tax revenue 

grew 5.9% in the first 

quarter of 2018

(pages 5-6) 

Unemployment re-

mains low, Seattle 

inflation remains 

above the national 

average, and con-

sumer confidence 

remains high      

(pages 7-8) 

I n s i d e  t h i s  

i s s u e :  

Revenue       1 

Expenditure 2 

General Fund  2-3 

General Fund  4 

Sales Tax          5-6 

Economic  7-8 

Investment    8-9 

Reserve        9-11 
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Summary of All Operating Funds: Expenditures 

 General Fund expenditures finished March 2018, 0.3 percent, or $78,533 high-

er than the first quarter of 2017, at 24.7 percent of budget. Personnel services 

led the growth with $50,054, or 0.3 percent increase over last year, with salary 

expenditures below last year and benefit expenditures above. Through the first 

quarter of 2018 Intergovernmental Professional Services and Supplies expenditures 

were higher than 2017 levels and Professional Services were lower. An analysis of 

General Fund expenditures by department can be found on pages 4 and 5. 

 Other General Government Operating Funds actual expenditures were 6.5 

percent, or $376,966, lower than 2017. Expenditures in the Equipment Rental 

Fund were 31.8 percent lower due to a large number of vehicles purchased in 

the first quarter of 2017 and expenditures in the Information Technology Fund 

were 11.7 percent lower due to additional computer hardware purchased in 2017. 

Offsetting these decreases, the Facilities Maintenance Fund’s expenditures 

were higher by $98,750 due to the timing of the storm water utility fee payment 

occurring in the first quarter of 2018 and the second quarter of 2017 and the 

Street Operating Fund expenditures were higher due to additional work related 

to more street cutting for utilities than in 2017. 

 Water/Sewer Operating Fund actual expenditures were 2.6 percent lower 

than in 2017, due to the timing of journal entries related to debt service payments, 

and at 24.6 percent of budget after the first quarter.  

 Surface Water Management Fund expenditures for the first quarter of 2018 

were 8.7 percent higher than 2017. Costs for both labor and professional ser-

vices continued to grow in order to implement provisions of the Critical Areas Ordi-

nance and Surface Water Design Manual adopted in late 2016. Additionally, there 

were a few vacancies in 2017 that were filled, contributing to this increase. Ex-

penditures through the first quarter were at 23.0 percent of budget. 

 Solid Waste Fund expenditures were 4.5 percent higher in the first quarter of 

2018 than in 2017.  An increase in the waste disposal contract, based on annual 

consumer price index growth, was the main cause of the overall increase. Expendi-

tures in the fund were at 25.1 percent of budget at the end of the first quarter.  

F i n a n c i a l  M a n a g e m e n t  R e p o r t  a s  o f  M a r c h  3 1 ,  2 0 1 8  

Kirkland to join the 

State’s Business Li-

censing Service 

The City currently man-
ages our business li-
censing application pro-
cess internally and is 
looking to switch to the  
State of Washington 
Business Licensing Ser-
vice (BLS) that is oper-
ated by the Department 
of Revenue. The goal is 
to increase the ease 
and convenience for 
businesses, which are 
able to apply for State 
and multiple local busi-
ness licenses simultane-
ously. 

The State’s online por-
tal will allow businesses 
to apply for multiple 
city licenses when they 
apply or renew their 
State license. 

With the State BLS, the 
State mails out all re-
newals, accepts new 
applications and pay-
ments online, and mails 
out all approved licens-
es.  It also handles cus-
tomer service phone 
calls and e-mails.  All 
local business license 
due dates coincide with 
the issuance of the 
State business license, 
therefore pro-rating of 
City license fees will be 
required. There will be 
no city budgetary im-
pact of the fees being 
pro-rated. 

The City is switching to 
the State BLS in the fall 
of 2018. 

Attachment A
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General Fund Revenue  
 

 Sales tax revenue allocated to the General Fund in the 

first quarter of 2018 was 5.9 percent higher than it was 

in 2017. A detailed analysis of total sales tax revenue can 

be found on page 5. 

 Property taxes received in the first quarter of 2018 were 

2.0 percent lower than 2017, at 5.8 percent of budget. 

Since the majority of property taxes are collected in April 

and October, these variances will be more meaningful in 

the second quarter report. 

 Utility tax collections for the first quarter were 5.5 per-

cent lower compared to results from 2017, 25.7 percent 

of budget. Warmer winter weather and reduced consumer 

spending on telephone and cable have led to this year over 

year decline. 

 Revenue generating regulatory license (RGRL) col-

lections for the first quarter were 8.7 percent higher than 

2017. Revenues were at 38.5 percent of budget. This 

year-over-year increase is due to an increase in the num-

ber of employees working for Kirkland businesses, as the 

local unemployment continues to decline. 

 Compared to the first quarter of 2017, Building, Struc-

tural and Equipment Permit revenues were up 43.9 

percent. The bulk of the increase is due to large develop-

ment projects in the City. 

 Grants and Federal Entitlements were up 17.1 percent 

compared to the first quarter of 2017, with more direct and 

indirect federal grants.  

 State Shared Revenues & Entitlements were up 26.5 

percent due to higher marijuana excise taxes as a result of 

the one-time impact of a legislative provision which reversed 

an earlier reduction in shared revenues. 

 Planning Fee revenues were down 31.0 percent, at 

33.0 percent of budget. The year over year decrease is 

primarily due to an extraordinarily high January 2017 

prompted by a Design Board Review of mixed-use develop-

ment for The Village at Totem Lake. 

 Engineering Services revenues were up 12.7 percent 

versus the first quarter of 2017. The increase is primarily 

due to fees collected for The Village at Totem Lake. 

 Recreation fees are 35.3 percent higher due to greater 

demand for programs, a new Afterschool Program and a 

new recreation registration system. 

 Miscellaneous revenue was down 88.4 percent com-

pared to the first quarter of 2017 due to the proceeds from 

505 Market in the first quarter of 2017. 
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The General 

Fund is the 

City’s largest 

Operating fund. 

It is primarily 

tax supported 

and accounts for 

basic services 

such as public 

safety, parks 

and recreation, 

and community 

development. 

Many significant 

General Fund 

revenue sources 

are economically 

sensitive , such 

as sales tax and 

development –

related fees. 

About 463 of the 

City’s 605 regu-

lar employees 

are budgeted 

within the Gen-

eral Fund. 
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General Fund Expenditures 
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Comparing 2018 and 2017 General Fund expenditures: 

In 2018, excluding interfund transfers, General Fund expenditures were 0.3 percent higher than 

in the first quarter of 2017, and finished at 24.7 percent of budget. Specific reasons for vari-

ances with expenditures are highlighted below: 

 Non-Departmental expenditures were up 16.8 percent primarily due to costs related to 

election expenses that occurred in 2017 but were paid in 2018.  

 The City Manager’s Office (CMO) finished March 2018 up 20.0 percent, or $103,330, from March 2017. The 

majority of this was due to reorganization within the department leading to higher personnel costs.   

 Municipal Court expenditures for the first quarter of 2018 were 7.6 percent higher than 2017 levels.  Personnel 

vacancies in 2017 were the main reason expenditures in 2018 were higher, and increased supplies and profession-

al services costs also contributed to the variance. 

 Parks & Community Services expenditures for the first quarter of 2018 were $93,245 lower than 2017 due to 

the timing of paying professional services expenses in 2017 incurred in the fourth quarter of 2016. This timing var-

iance was partially offset by higher personnel costs in the first quarter of 2018.  

 Public Works - General Fund expenditures were 9.6 percent above first quarter 2017 due to expenditures 

 

Actual first quarter 
General Fund 
expenditures 
(excluding “other 
financing uses”) were 
0.3 percent higher 
than they were in 
2017. 
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Continued on next page 

 

General Fund Revenue continued 
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related to service packages for Kirkland Green Trips and the Bellevue, Kirkland Redmond (BKR) Transportation 

Forecast Model. 

 Planning & Building expenditures in the first quarter of 2018 increased 6.4 percent from the prior year, 24.3 

percent of budget. This growth is due to one-time personnel additions made to meet the demand for develop-

ment services created by the continuing high levels of construction activity throughout the City. 

 Expenditures for the Fire Department through March 2018 were  9.9 percent below March 2017, at 25.6 per-

cent of budget. This decrease was caused by over $680,000 in retro pay that was received in the first quarter of 

2017. Without this retro pay, the Fire Department’s spending in the first quarter of 2018 would have been 0.6 per-

cent higher in 2018. 
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Sales Tax Revenue Analysis & Outlook 

Year-to-date sales tax revenue was 5.9 percent higher in the first quarter of 2018 compared to 2017. Increased 

activity in contracting was the primary driv-

er of this increase and was responsible for 

56.8 percent of growth over the prior year. 

However, most other sectors continue to 

experience steady growth. Even when ex-

cluding the contracting sector, 2018 sales 

tax receipts grew by 3.1 percent over 

2017, for the first quarter. 

Review by business sector: 

 Contracting was up 17.5 percent 

compared to 2017. Construction collections continue to be strong and led overall 

sales tax growth.  

 Sales tax from the retail sectors was collectively up 5.9 percent compared to 

2017.  

 The City’s largest retail sector—Auto/gas retail—was up 1.6 percent. 

 The General merchandise/miscellaneous retail sector was up 8.1 per-

cent compared to the first quarter of 2017.  

 Retail eating/drinking sector performance was up 1.2 percent compared 

to 2017. 

 Other retail was the main reason that the total retail sector was up over first 

quarter of 2017, 13.6 percent compared to 2017. Clothing, Electronics, Building & Garden and Furniture 

subcategories, led growth. Some of this increase is related to a new state tax law that requires retailers 

to collect sales tax on behalf of third party sellers. 

 Revenues from Communications were down 29.0 percent over the prior year due to back taxes paid by a 

single company in March 2017. 

 Wholesale Services and Miscellaneous revenues for the first quarter of 2018 were slightly higher than 

2017 collections. 

 

“Other Retail “ includes a 

broad range of retailers 

that include Furniture, Elec-

tronics & Appliances, Build-

ing Material & Garden 

Equipment/Supplies, Food 

& Beverages, Health & Per-

sonal Care items, Clothing, 

and Sporting Goods/Hobby/

Music/Book stores.  
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Review by business district: 

An analysis by geographic business district is per-

formed to show growth and decline within districts 

and can be further analyzed by sector with each dis-

trict. Highlights from the City’s larger business dis-

tricts can be found below: 

Totem Lake, which accounted for 27.2 percent of 

total sales tax receipts for the first quarter of 2018, 

was down 2.1 percent, $33,042 from 2017. The 

district experienced the largest dollar declines in the 

Services, Retail Eating/Drinking and Gen Merch/Misc 

Retail sectors. 

NE 85th Street, which made up 8.7 percent of the 

total sales tax receipts through March 2018, was 

down 0.1 percent compared to 2017. Decreases in 

both General Merch/Misc Retail and Services were 

offset slightly by increases in Auto/Gas Retail sector. 

Downtown, which accounted for 3.8 percent of 

sales tax receipts for the first quarter of 2018, was 

down 10.9 percent. The majority of this decline was 

 Sales tax revenue for each of the first three months of 2018 

exceeded the same month in 2017. The 1.0 percent increase 

shown from March of 2018 compared to March of 2017 was 

the smallest increase since September 2016 when there was 

a 1.8 percent decrease. 

Kirkland’s sales tax base is 

comprised of a variety of 

businesses which are grouped 

and analyzed by business 

sector (according to “North 

American Industry 

Classification System” or 

NAICS).  Nine business sector 

groupings are used to 

compare 2017 and 2018 sales 

tax receipts in the table to 

the left.  

in the Retail Eating/Drinking and the Services sectors.  

When reviewing sales tax receipts by business district, it is 

important to be aware that 53.4 percent of the revenues 

received in the first quarter of 2018 were in the “unassigned 

or no district” category largely due to contracting and other 

revenue, which includes revenue from internet, catalog sales 

and other businesses located outside of the City. This per-

centage has grown in recent years as Internet sales have 

grown in volume and new businesses have been created that 

need to be classified to a district. For the Unassigned reve-

nues, Contracting was up 17.6 percent over the first quarter 

of 2017 and Other was up 11.5 percent. 

It should also be noted that businesses with a physical pres-

ence within the City commonly conduct online sales activity 

alongside their traditional storefront activity within the same 

business registration, but that available data does not contain 

sufficient detail to distinguish between origin and destination 

based sales. 
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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.   
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Review by business district continued 

 

Economic Environment Update 

The Washington State Economic & Revenue Council monthly update reports total 

nonfarm payroll employment rose 20,700 for the first quarter. This increase represents a 

2.2 percent increase in total nonfarm payroll employment over the first quarter of 2017, 

consistent with the economic forecast for Washington which projects 2.2 percent growth 

for the year. It also forecasts this rate to decline to 2.1 in 2019, 1.7 in 2020 and fall to a 

growth rate of 0.9 percent by 2023. 

The Conference Board’s Consumer Confidence Index decreased to 127.7 in March, 

down from 130.0 in February, its highest level since 2000. Despite the modest retreat in 

confidence, index levels remain historically high. A rating of 100 equals the 1985 con-

sumer confidence level. 

Unemployment Rates in March held at 4.1 percent at the national level, and for Feb-

ruary, the most current data available for the state, fell slightly from 5.4 percent to 5.3 

percent. King County continued to have lower unemployment that the state with King 

County unemployment decreasing from 4.1 to 3.7 percent and Kirkland unemployment 

decreasing from 4.0 to 3.7 percent. 

 

OFFICE VACANCIES: 

According to the latest 

report from CB Richard 

Ellis Real Estate Services, 

Kirkland’s office vacancy 

rate dropped to 2.9 per-

cent in the first quarter of 

2018, down from 3.2 per-

cent for the fourth quar-

ter of 2017. 

This vacancy rate is the 

second lowest in the Pu-

get Sound area and con-

siderably below most of 

the area. The Eastside 

and the Puget Sound as a 

whole, have office vacan-

cy rates of 10.2 percent 

and 9.3 percent, respec-

tively. 

The Eastside continued to 

see an increase in asking 

rates and a drop in over-

all vacancy. CBRE reports 

that the Kirkland Urban 

development at 428,000 

square fee, is the lone 

new large office project 

currently under construc-

tion. 

With vacancy dipping and 

asking rates continuing to 

rise, tenants will continue 

to look for prime office 

space in a consistently 

popular Eastside market. 

 

LODGING TAX          

REVENUE: 

Lodging tax revenue fell 

by $3,367, 5.8 percent in 

the first quarter of 2018 

compared to 2017.  Rev-

enues for the quarter 

were 18.5 percent of 

budget. 
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In addition to this breakdown by busi-

ness district (according to geographic 

area), Kirkland’s sales tax base includes 

many businesses which are “unassigned 

or no district.” This applies for small 

businesses and companies with no phys-

ical presence in Kirkland. 

In addition, construction contracting 

companies perform work throughout the 

city, so their revenue cannot be classi-

fied to a specific district. 
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Economic Environment Update continued 

The Western Washington Purchasing Manager Index remains 

very strong. The index decreased slightly from a four-year high 68.3 

in February to 68.0 in March. Index numbers less than 50 indicate a 

shrinking economy, while those over 50 signal an economic expan-

sion. 

Inflation in the Seattle area is high relative to the national rate. In 

February 2018, the Seattle core CPI increased 3.5 percent compared 

to the previous year, down from 4.0 percent in December. The na-

tional CPI experienced 2.3 percent year-to-year growth through February and a 2.4 percent growth through March, creeping 

up slightly from the 2.2 percent rate in December.  

Seattle area home prices across the metro area grew 12.7 percent in February over the previous year and this continues 

to be the biggest increase in the nation for the 18th month in a row. According to the S&P/Case-Shiller Home Price Index, 

Seattle home prices are now up 85 percent over the last 6 years. New housing permits in Washington averaged 42,700 in 

January and February, slightly higher than the same two months in 2017. 

The valuation of local building permitting activity has increased 87.8 percent compared to 2017, primarily due to mixed 

use permits with a valuation of $57.5 million in the first quarter for Kirkland Urban and The Village at Totem Lake. Single 

family use permitting activity are lagging 2017 levels by 5.1 percent. Commercial development is also lagging last year’s 

numbers by 19.4 percent. The net effect is an increase of $50.2 million in new development valuation. 
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Investment Report 

As of March 31, 2018 

MARKET 
OVERVIEW 

The economic 
growth contin-

ued positive in 

the first quarter 
of 2018. The 

Fed Funds rate 
is now at 1.50 

to 1.75 percent 
from the in-

crease on March 21, 2018 and is expected to be increased 

two more times in 2018, a total of 0.75 percent increase 
for the year.  The yield curve rose on all maturities and 

flattened slightly in the first quarter with short term rates 
rising greater than long term rates.  

CITY PORTFOLIO 

The primary objectives for the City of Kirkland’s invest-
ment activities are: legality, safety, liquidity and yield.  

Additionally, the City diversifies its investments according 
to established maximum allowable exposure limits so that 

reliance on any one issuer will not place an undue financial 

burden on the City.  

The City’s portfolio decreased $6.1 million in the first quarter 

of 2018, moving from $202.6 million on December 31, 2017 
to $196.5 million on March 31, 2018.  The decrease in the 

portfolio is related to the normal cash flows of the first quar-

ter as the first half of property tax payments are received at 
the end of April and early May. 

Diversification 

The City’s current investment portfolio is composed of Gov-

ernment Sponsored Enterprises (GSEs) bonds, US Govern-

ment Obligations, a Bank CD, Bank Deposits and the State 
Investment Pool.  City investment procedures allow for 

100% of the portfolio to be invested in U.S. Treasury or 
Federal Government obligations. 

Liquidity 

The target duration for the City’s portfolio is based on the 0-

5 year U.S. Treasury. The duration of the City’s investment 
portfolio decreased to 1.38 years on March 31, 2018 com-

pared to 1.41 years on December 31, 2017.  The current 

benchmark duration is 1.66 years.  The weighted average 
maturity of the portfolio was 1.44 years on March 31, 2018. 
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Investment Report continued 

      

Yield 

The City Portfolio yield to maturity 

increased from 1.42 percent on 
December 31, 2017 to 1.53 per-

cent on March 31, 2018.  Through 
March 31, 2018, the City’s annual 

average yield to maturity increased 
to 1.48 percent.  The City’s portfo-

lio benchmark is the range be-

tween the 90 day Treasury Bill and 
the 2 year rolling average of the 2 

year Treasury Note.  This bench-
mark is used as it is reflective of the 

maturity guidelines required in the 

Investment Policy adopted by City 
Council.  The City’s portfolio outper-

formed the 2 year rolling average of 
the 2 year Treasury note, which was 

1.3 percent on March 31, 2018. The 

City’s implementation of a more 

active investment strategy due to 
contracting with an investment advi-

sor has resulted in increasing port-
folio yields.  The City’s portfolio’s rate of return is rising with the rise in interest rates and is 

keeping ahead of the benchmark rates as seen in the graph above. 

2018 ECONOMIC        
OUTLOOK and  INVEST-
MENT STRATEGY 

The economic outlook is 

suggesting that the expan-

sion continues, but at per-

haps a slightly slower pace. 

The U.S. economy is ex-

pected to grow at an annu-

al rate of 2.7 percent in 

2018 and 2.4 percent in 

2019. CPI inflation is ex-

pected to average 2.4 per-

cent in 2018 and 1.8 per-

cent in 2019. The unem-

ployment rate is expected 

to average 4.0 percent in 

2018 and 3.7 percent in 

2019.  The Fed Funds rate, 

currently at 1.50 percent to 

1.75 percent as of March 

31, 2018 is expected to be 

raised two more times in 

2018 to reach the range of 

2.0 percent to 2.25 percent 

by the end of 2018.   

The City’s investment advi-

sor, Government Portfolio 

Advisors (GPA) is currently 

recommending that the 

duration of the portfolio 

remain short in relation to 

the benchmark.  A bias to 

remain short will provide 

more protection in market 

value if rates continue to 

rise.  

The State Pool is currently 

at 1.49%, slowly increasing 

each month as short term 

rates rise with the increase 

in the Fed Funds rate.  

Rates will continue to rise if 

the Fed Funds rate increas-

es in 2018 occur as project-

ed, 2 more rate increases 

of 0.25 percent each during 

the remainder of the year.  
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Benchmark Comparison 
December 
31, 2017 

March    
31, 2018 

City Yield to Maturity (YTM) 1.42% 1.53% 

City Average (YTM) 1.17% 1.48% 

City Year to Date Yield 1.07% 1.36% 

90 Day Treasury Bill 1.39% 1.73% 

2 yr Rolling Avg 2 yr T Note 1.11% 1.30% 
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Reserve Analysis 

 Contributions to reserves in 2015-2016 and 

planned contributions in 2017-2018 have 

allowed the City to replenish many of the 

general purpose reserves to target levels, 

as indicated in the table on the next page. 

The City’s fiscal policy is to set at least 1 

percent of the General Fund adopted budg-

et toward reserve replenishment toward 80 

percent of the target level (100 percent for 

the Revenue Stabilization Reserve). Addi-

tional fund balance in 2016 enabled the City to create a reserve to protect against future revenue losses from the Annexation 

Sales Tax Credit expiration in 2021. Adequate fund balance and reserve levels are a necessary component of financial man-

agement strategy and a key factor in external agencies’ measurement of the City’s financial strength (Standard and Poor’s 

AAA and Moody’s Aa1). 

GENERAL CAPITAL RESERVES 

 Real estate prices have appreciated rapidly in recent years and 

Real Estate Excise Tax (REET) collections in 2016 and 2017 reached $10m, which were record amounts. This provided 

additional funding for the City’s Capital Improvement Plan, and the table below represents both the additional funding and 

expenses provided by this revenue. 

 Impact fees (Parks and Transportation) reflect fees paid for development that creates additional demands on the City’s Parks 

and Transportation systems. 2018 first quarter Parks Impact Fee revenue is 332 percent above 2017, and over 50% 

of budget. Transporta-

tion Impact Fees are 

also significantly above 

first quarter 2017, but 

are only 15% of budget 

25% of the way through 

the year.  

The summary above details all Council authorized uses 
and additions in the 2017-18 biennium. 

Reserves are an important indicator of the City’s fiscal health and effectively represent “savings accounts” that are estab-
lished to meet unforeseen budgetary needs (general purpose reserves) or are dedicated to a specific purpose. Ending balances 
in the table below are based on budget. Actual balances in some reserves may vary based on revenue performance (e.g., Ex-
cise Tax and Impact Fees). 
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The target comparison reflects 
revised ending balances to the 
targets established in the 
budget process for those re-
serves with targets. 

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

All Other Reserves with Tar-
gets have restrictions for use 
either from the funding source 
or by Council-directed policy 
(such as the Litigation Re-
serve). 

Attachment A



 

 

Internal service funds 
are funded by charges 
to operating depart-
ments.  They provide 
for the accumulation of 
funds for replacement 
of equipment, as well 
as the ability to re-
spond to unexpected 
costs. 

Utility reserves are 
funded from utility 
rates and provide the 
utilities with the ability 
to respond to unex-
pected costs and accu-
mulate funds for future  
replacement projects. 

General Capital Re-
serves provide the City 
the ability to respond to 
unexpected changes in 
costs and accumulate 
funds for future pro-
jects.  It is funded from 
both general revenue 
and restricted revenue. 

Special Purpose re-
serves reflect both re-
stricted and dedicated 
revenue for specific 
purpose, as well as 
general revenue set 
aside for specific pur-
poses. 

General Fund and Con-
tingency reserves are 
funded from general 
purpose revenue and 
are governed by Coun-
cil-adopted policies. 
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The Financial Management Report (FMR) is a high-level 
status report on the City’s financial condition that is pro-

duced quarterly.  

 It provides a summary budget to actual and 

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

 The Sales Tax Revenue Analysis report takes a 

closer look at one of the City’s larger and most eco-
nomically sensitive revenue sources. 

 Economic Environment information provides a 

brief outlook at the key economic indicators for the 

Eastside and Kirkland such as office vacancies, resi-
dential housing prices/sales, development activity, 

inflation and unemployment. 

 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 per-

formance. 

 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. 
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Economic Environment Update References: 

 The Conference Board Consumer Confidence Index Press Release, March 2018 

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

Supply Management-Western Washington, March 2018 

 Washington State Economic & Revenue Forecast Council, April Economic & Revenue Update, 

February Economic Forecast 

 CB Richard Ellis Real Estate Services, Market View Puget Sound, First Quarter 2018 

 S&P/Case-Shiller Seattle Home Price Index 

 United States Bureau of Labor Statistics 

 Washington State Department of Revenue 

 City of Kirkland Planning & Building Department 

 City of Kirkland Finance & Administration Department 
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April 2018 Financial Dashboard Highlights 

May 17, 2018 

 

The dashboard report reflects the 2018 share of the biennial budget adopted by the City Council on 
December 13, 2016 and amended on June 20, 2017 and December 12, 2017. The actual revenues and 
expenditures summarized reflect results through April 30, 2018. 

Total General Fund revenues received through April were $36 million, 38.6 percent of budget, and 8.5 
percent higher than 2017 if we exclude the sale of 505 Market for $2.4 million in 2017. The total 
revenues in April 2018 outpaced April 2017 despite the lower March 2018 revenues compared to March 
2017. Property tax revenues are collected in April-May, and is the major contributor to the total 
revenues. Property tax for year-to-date April 2018 was already 41.5 percent of its budget, and 24.7 
percent higher than in April 2017. Without the increase in property tax this year, revenues through 
April would be 3.9 percent lower than in 2017.  

 Sales tax revenues through April are up 5.3 percent compared to 2017, at 37.2 percent of 
budget. In terms of dollar growth, Contracting had the highest growth and contributed 
$202,688 or 14.7 percent more than last year. Contracting by itself contributed 54 percent of 
total sales tax revenue growth through April 2018. Other Retail was the second largest growth 
category, contributing $107,509 to year-to-date growth, with increasing revenues 
predominantly in Clothing, Electronics, and Building & Garden. Finally, General 
Merchandise/Miscellaneous Retail was the third highest contributor, with $72,104 or 10.8 
percent more than April 2017 due largely to the impact of the Marketplace Fairness Act. These 
figures reflect business activity through February 2018 due to the two-month lag in the receipt 
of funds from the Department of Revenue. 

 Utility tax receipts were $5.3 million at the end of April 2018, 35.7 percent of the annual 
budget. This is roughly 3 percent less than 2017. The drop was mainly caused by the warmer 
winter weather this year and lower telephone and cable taxes as more consumers continue to 
no longer use the landline and opt for internet-based alternatives.  

 Business license revenues through April are $1,466,944; which represents 45.2 percent of 
budget. They are above April 2017 receipts by $99,931, or 7.3 percent. 

 Development fee revenues through the end of April were $4,104,309 and are at 50.3 percent of 
budget. This is 20 percent above April 2017. 

o Building revenues through April 2018 were $3,036,699, 59.7 percent of the annual 
budget and 46.2 percent above April 2017. The increase is driven by large development 
projects in the City, including Kirkland Urban, The Village at Totem Lake, Juanita High 
School, and a number of multifamily residential developments. 

o Engineering revenues through April 2018 were $635,177, 32.8 percent of the annual 
budget and 18.3 percent below the 2017 year-to-date. The decline is due to revenues 
from two large street and curb permits and engineering development related to 
multifamily housing developments received in March and April 2017. 

o Year-to-date Planning revenues were $311,908, 35.3 percent of the annual budget, and 
27.3 percent less than in 2017 due to high revenues from Design Board and Process 
Reviews in January and April 2017 in regards to the development at The Village at 
Totem Lake. 

 Gas tax revenues through April were $573,680, which is 30.4 percent of the annual budget and 
5.2 percent higher than 2017. 
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Total General Fund expenditures were 33.1 percent of budget through the end of April. 

 General Fund salaries and benefits were $21.3 million, which is 32.1 percent of the annual 
budget, just 1.2 percent higher than the first four months of 2017. The increase is due to cost-
of-living adjustments and increased health benefit costs, partially offset by two years of 
retroactive pay for fire employees that was recorded in February 2017. 

 Fire suppression overtime charges were $351,825 through April, 44.1 percent of the annual 
budget and 5.3 percent less than last year. The decrease is due to temporary vacancies in 2017 
that caused more overtime for minimum staffing in February and March 2017. 

 Contract jail expenditures through April were $148,047 in 2018, 9.8 percent higher than in 
2017. Despite the decrease in number of days inmates were at SCORE, the daily rates at 
SCORE have increased 10.3 percent since January 2018 and this somewhat offsets the savings 
from the reduced number of days.  

 Fuel costs through April were at $152,890, 27.6 percent of budget and $37,637, or 32.6 percent 
higher than through April 2017. This increase is both due to increasing usage as well as cost of 
fuel since January 2018. 

 

Attachments: April Dashboard 
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City of Kirkland Budget Dashboard for: April Date Completed 5/17/2018

Annual Budget Status as of 4/30/2018   (Note 1) update

Percent of Year Complete 33.33%

Status

2018 Year-to-Date % Received/ Current Last

Budget Actual % Expended Month Month Notes

General Fund

Total Revenues 93,430,130     36,044,997    38.6%

Total Expenditures 98,179,733     32,509,808    33.1%

Key Indicators (All Funds)

Revenues  

Sales Tax 19,925,537     7,412,038       37.2%

Utility Taxes 14,857,345     5,300,454       35.7%

Business License Fees 3,244,927       1,466,944       45.2%

Development Fees 8,163,190       4,104,309       50.3%

Gas Tax 1,890,142       573,680          30.4%  

Expenditures

GF Salaries/Benefits 66,363,555     21,282,301    32.1% Excludes Fire Suppression Overtime

Fire Suppression Overtime 798,049          351,825          44.1% Primary driver of suppression overtime is backfill to maintain daily minimum staffing levels

Contract Jail Costs 494,425          148,047          29.9%

Fuel Costs 553,261          152,890          27.6%

Status Key

Revenue is at least 5% higher than expected or expenditure is at least 5% lower than expected

Revenue/expenditure is within expected range (5% buffer)  

WATCH - Revenue/expenditure outside expected range (5% lower Revenue) (5% higher Expenditure)

Note 1 - Report shows annual values during the second year of the biennium (2018).

H:\FINANCE\Z Budget (obsolete or superseded - 6 yrs)\2017-18 Budget\Dashboard\2018\2018 Monthly Status Format Starting April 2018.xlsx

5/18/2018 8:33 AM
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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: Michael Olson, Director of Finance & Administration  

 Tom Mikesell, Financial Planning Manager  
 Ellen Sumargo, Accountant  
 

Date: May 15, 2018 
 

Subject: April Sales Tax Revenue 

 

 

April results reflect sales activity in February, due to the two month lag in reporting sales tax data. 

Monthly sales tax revenue is up 3.3 percent compared to April 2017. Some sector groups exhibited 
growth, particularly Miscellaneous and General Merchandise/Miscellaneous Retail, while Retail 

Eating/Drinking showed a substantial drop due to a one-time receipt in the prior year. The following 

sections discuss the highlights by business sector of the month-over-month results, as well as key 
economic variables that impact sales taxes.   

Comparing April 2018 to April 2017 

Comparing collections from the month of April this year and last year provides insight into business sector 

performance, controlling for seasonal cycles in sales.  

 

 

Comparing month-over-month, April tax collections this year are $51,691 (3.3 percent) higher than in 
April 2017. In terms of dollar growth, General Merchandise/Miscellaneous Retail had the highest 

growth compared to April 2017, increasing by $28,419 (22.1 percent). This is due to a new sales tax 
law in Washington State effective January 2018, called the Marketplace Fairness Act, which requires 

retailers to collect sales tax on behalf of third party sellers, bringing in more revenue to this sector. 

2017 2018 2017 2018

Services 201,250 210,020 8,769 4.4% 12.8% 13.0% 

Contracting 340,603 359,974 19,371 5.7% 21.7% 22.2% 

Communications 42,610 40,135 (2,475) -5.8% 2.7% 2.5% 

Retail:

Auto/Gas Retail 367,434 360,638 (6,796) -1.8% 23.4% 22.3% 

Gen Merch/Misc Retail 128,559 156,978 28,419 22.1% 8.2% 9.7% 

Retail Eating/Drinking 140,600 115,021 (25,579) -18.2% 9.0% 7.1% 

Other Retail 200,284 200,939 655 0.3% 12.8% 12.4% 

Wholesale 73,175 74,536 1,362 1.9% 4.7% 4.6% 

Miscellaneous 73,926 101,892 27,965 37.8% 4.7% 6.3% 

Total 1,568,441 1,620,132 51,691 3.3% 100% 100% 

2018 Sales Tax Receipts by Business Sector-Monthly Actuals

Business Sector Group
April

Dollar Change
Percent 

Change

Percent of Total
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Miscellaneous followed right behind, increasing by $27,965 (37.8 percent). This is mainly due to a 

large payment that had no NAICS code, which caused the revenue to fall under unknown category 
momentarily. In future months, it is anticipated that revenue from unknown category will be coded into 

specific categories. Other growth sectors were Contracting and Services, which were up for $19,371 
(5.7 percent) and $8,769 (4.4 percent) respectively.  

Three sectors showed declines, led by Retail Eating/Drinking, decreasing by $25,579 (18.2 

percent). This decline was mainly due to audited back-taxes paid by a single company last year. 
Controlling for this audited back-taxes, the decline in this category would have been 6 percent. Other 

declining sectors were Auto/Gas Retail and Communications, decreasing by $6,796 (1.8 percent) 
and $2,475 (5.8 percent) respectively.  

Year-to-Date Review 

 

Year-to-date sales tax revenues are up 5.3 percent. Contracting is the main contributor to the overall 

growth, with an increase of $202,688 (14.7 percent) compared to the year-to-date amount from last 

year. This surge in Contracting itself has accounted for more than half of the total dollar growth. Other 
Retail comes in second, with a $107,509 increase (11.3 percent) that was derived from increasing 

revenues predominantly in Clothing, Electronics, and Building & Garden. Communications and Retail 
Eating/Drinking are the only two sector groups that have negative changes for the year-to-date. Both 

changes were caused by the back-taxes paid in 2017.   

Estimated Revenue Impact of Kirkland Urban and Village at Totem Lake Redevelopment 

Since July 2016, Financial Planning has been monitoring revenues from Contracting businesses known to 

be working on the redevelopment projects at Kirkland Urban and the Village at Totem Lake. Sales tax 
revenues from these projects, as shown by the chart on the following page, have been a significant 

component of overall sales tax revenue growth. 

2017 2018 2017 2018

Services 926,256 945,778 19,522 2.1% 13.2% 12.8% 

Contracting 1,379,820 1,582,508 202,688 14.7% 19.6% 21.4% 

Communications 243,217 182,551 (60,666) -24.9% 3.5% 2.5% 

Retail:

Auto/Gas Retail 1,637,097 1,651,003 13,906 0.8% 23.3% 22.3% 

Gen Merch/Misc Retail 668,870 740,974 72,104 10.8% 9.5% 10.0% 

Retail Eating/Drinking 535,778 514,904 (20,874) -3.9% 7.6% 6.9% 

Other Retail 955,558 1,063,067 107,509 11.3% 13.6% 14.3% 

Wholesale 309,748 319,959 10,212 3.3% 4.4% 4.3% 

Miscellaneous 380,418 411,294 30,876 8.1% 5.4% 5.5% 

Total 7,036,762 7,412,038 375,276 5.3% 100% 100% 

City of Kirkland Actual Sales Tax Receipts

Business Sector Group
YTD

Dollar Change
Percent 

Change

Percent of Total
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Since July 2016, the City has receipted over $1,650,000 from companies known to be working on these 
redevelopment projects. This represents 21% of total collections from contracting over that period; 

however, this should be considered an approximation rather than a precise number, as this amount 
includes all the activity from some contractors, even though some of their contributions may be from 

other locations within Kirkland, and it does not include sales tax from contracting firms that are only small 

contributors to these locations that are doing other work in Kirkland. In addition, this chart does not take 
into consideration lost revenue from closed businesses that would have generated sales during this time 

period if redevelopment did not occur.  

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 provides a broader economic context for key factors in 

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

The Conference Board Consumer Confidence Index increased to 128.7 in April 2018 from 127.7 in 
March 2018.  

The Unemployment Rate went down to 3.9 percent on a national level in April 2018 after remaining 

stable at 4.1 percent for 5 consecutive months since October 2017. Washington State unemployment 
dropped to 4.9 percent in March from 5.3 percent in February. The unemployment rate in King County 

dropped to 3.4 from 3.7 and the unemployment rate in City of Kirkland also dropped to 3.3 from 3.8.  
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New House Permits showed 46,400 permits issued in February, a 7,300 permit increase from January. 

This is consistent with the raise that also occurred in the prior year. The Case-Shiller Home Price 

Index is 238.2, up from 234.2 in January. The housing market in Seattle remains strong, and home 
prices have risen continuously since 2012. The current index in February 2018 stands at 12.6% higher 

than in February 2017. 

Inflation in Seattle, for Seattle-Tacoma-Bellevue, as measured by the CPI-W, is stable at 3.5 in April.  

New Vehicle Registrations totaled 25,700 in March, rising from February after declining since 

December 2017 based on data published by Washington State Economic and Revenue Update.  

Conclusion 

The chart below shows Kirkland’s monthly sales tax revenues through April 2018 compared to four prior 
years.  

 

Contracting, Other Retail, and General Merchandise/Miscellaneous Retail have both the highest dollar and 

percentage growths for the year-to-date. Contracting is undoubtedly leading growth, representing more 
than half of the total dollar growth year-to-date. Kirkland Urban and the Village at Totem Lake 

redevelopment projects represent 21 percent of the growth in Contracting so far this year. All sectors 
combined, 2018 year-to-date revenues are 5.3 percent above those seen at the same time last year. 

Adjusting for Contracting, and for the impact of one-time payments in Communications and Retail 
Eating/Drinking in 2017, year to date growth would have been 3.5 percent.  

Current Previous Change 2018 2017

 Consumer Confidence 

Consumer Confidence Index April Index 128.7 127.7 1.0 128.2 120.5

 Unemployment Rate 

National March % 3.9 4.1 (0.2) 4.0 4.4

Washington State March % 4.9 5.3 (0.4) 5.2 4.6

King County March % 3.4 3.7 (0.3) 3.7 3.5

Kirkland March % 3.3 3.8 (0.5) 3.7 3.5

 Housing 

New House Permits February Thousands 46.4 39.1 7.3 42.8 45.2

Seattle Area Home Prices February Index 238.2 234.2 4.1 236.2 225.2

 Inflation (CPI-W) 

National April % Change 2.6 2.4 0.2 2.4 2.1

Seattle April % Change 3.5 3.5 0.0 3.5 3.4

 Car Sales 

New Vehicle Registrations March Thousands 25.7 25.0 0.7 25.3 25.5

2018 Wider Economic Indicators

Month
Indicator

Most Recent 

Month of Data
Unit

Yearly Average



2017-2018 City Work Program Status Attachment D 

Item Status as of May 2018 Addit ional Funding Needed 

FS25 renovations are underway and are expected to be completed by September 2018. 
The cost estimates to purchase the property and construct 

The eminent domain process to acquire the property for new F$24 is in progress and a hearing is 
new FS24 will require $35-45 million in additional funds 

Renovate Fire Station 25, construct new Station 24, and site new Station 27. scheduled on June 11. Design of the station has commenced. 
as well as on-going funds for any new staffing. 

Goo/: Public Sojety ond Dependable Jnjrostructure Given the anticipated cost ol the FS24 property, the funding to purchase a new FS27 site was 
Pt;>t~nti~l pur~h~<~ Qf ~ n~w sit~ ft;>r F$77 m;>y n~~(l to ~ 

reallocated to that project. The property owner of the target FS27 location declined a right-of-first 
included as part of a future ballot measure, however, if the 

refusal but is considering putting the property up for sale in the next few months. 
target site is listed for sale, existing leases might cover 
costs in the near-term if debt is structured appropriately. 

On December 12, 2017, the City Council approved deferral of a potential ballot measure recognizing the 
Explore potential ballot measures for Fire Station modernization and public delay in Fire Station 24 construction due to the eminent domain proceedings related to the site and If a voted sales tax measure is put on t he November ballot, 
safety operations. other j urisdiction tax increases. At the May 24 Retreat, Council will receive information on the potential additional funds will be needed toward election costs 
Goal: Public Safety, Dependable Infrastructure and Financial Stability for placing a voted sales tax measure on the November 2018 ballot for Public Safety operations in Police (initial estimates in the $100,()()().200,000 range). 

and Fire. 
The Police Department continues to pursue actions to facilitate Community Policing, including 

Major recommendations from the Strategic Plan may 
Facilitate Community Policing through implementation of Police Strategic Plan. 

establishing the Animal Services Program, Coplogic on-line reporting, enhanced Public Information 
require new funding. For example, addition of 11 new 

Goal: Public Safety ond Neighborhoods 
Officer (PIO) capacity, Coffee with a Cop, and additional community t raining that included focus group 

positions plus completing the ProAct unit is estimated to 
and change agent training by the Change & Innovation Agency to further define actions and measures 

have an annual cost of over $2 million. 
of success. 

Fund capital investments to support growt h in Totem Lake Urban Center. 
The Capital Improvement Program includes a variety of investments to support growth in the Urban 

The 2017·22 CIP identified $20 million in funded projects 
Goo/: Economic Development, Balanced Transportation, Parks, Open Spaces and 

Center including a series of transportation-related projects and development of Totem lake Park. The 
supporting the Urban Center (some of which are grant 

Recreational Services 
City continues to pursue grants t hat are assumed in the project funding and has success in securing 

dependent) and over $100 million in unfunded projects. 
grant funds to date. 

Partner with Sound Transit, the State Department of Transportation and King Sound Transit, Metro and WSDOT are planning significant investments in Totem lake area and along the 
Additional capital and operating funding needs may 

County Metro Transit to ensure that investments along 1-405 serve Kirkland's 1-405 corridor. Staff is carefully monitoring and actively participating in regional discussions. Additional 
emerge depending on the effectiveness of the approved 

mobility needs. temporary resources were approved by the City Council in March 2018 and new Kirkland capital needs 
Goal: Balanced Transportation and Economic Development may emerge from t hese processes. 

resources. 

The City purchase of the property for the shelter dosed in late April 2018. Funding for the project has 
No additional capital funding needs are identified at this 

Partner with IIRCH, churches and non-profits to construct a permanent women 
been approved by ARCH, the City of Kirkland, and the State, a funding application is pending with King 

time, however the const ruction climate is challensins. 
and family shelter in Kirkland. 

County, and fundraising efforts are underway. If County funding is approved, the project could break 
Additional operating funds will be needed based on full-

Goo/: Human Services ond Housing 
ground in early 2.019. 

time staff, expanded wraparound services, 24/7 operation 
and additional capatity. 

Implement the Cross Kirkland Corridor Master Plan focused on the Totem Lake 
The design of the Totem lake Connector is funded and underway. Grants are being pursued to fund 

Additional funding of $3·3.5 million is required to 
Connector and South Kirkland Park and Ride connection. 

construction. Permitting of the South Kirkland Park and Ride connection is almost complete, but 
complete the SKPR connection. If grants are not secured 

Goo/: Balanced Transportation, Parks, Open Spaces and Recreational Services, 
currently funding falls well short of projected costs. 

for construction of the TL Connector, additional City funds 
Economic Development ond Neighborhoods will be required and could be in the $10-11 million range. 
Expand M aintenance Center capacity to meet the service needs of the larger In M arch 2018, the City acquired the Office M ax property in Totem Lake for Parks Maintenance needs Current estimates for tenant improvements of $1.5 million 
City. and completed the transaction to take ownership of the King County Housing Authority building for for Parks maintenance and $0.25 million for Public Works 
Goo/: Dependable infrastructure, Parks, Open Spaces and Recreational Services Public Works capacity. Design and estimating of tenant improvements to both facilities is underway. are unfunded and will be addressed in the preliminary CIP. 
Procure a new solid waste contract and engage King County and Kirkland 
residents to determine the future of the Houghton Transfer Station and Staff is expecting to recommend extension of the Waste Management contract for two years and is 

No additional funding needs anticipated at this time. 
Houghton landfill. actively participating in King County efforts related to the Houghton facilities. 
Goo/: Environment, Operational Values of Efficiency ond Accountability 
Keplace the Coty's core fonancoal and human resources software. I he omplementatoon of tyler Munos software os well underway, woth f'hase 1 Core ~onancoals are on track 

No additional funding needs anticipated at this time. 
Goal: Financial Stability to go-live in August 2018 and Phase 2 HR/Payroll scheduled for January 2019. 

Enhance resident and business engagement in Kirkland through community-
Staff has convened the Inclusion network and provided support materials to outreach efforts. 

based initiatives that foster a safe, inclusive and welcoming City and a love of 
Applications for the first round of Spark grants are under review and additional events are in the No additional funding needs anticipated at this time. 

Kirkland. 
Goof: Public Safety, Neighborhoods ond Economic Development 

planning stages. 
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