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Budget Suggestions for 2011

Revenue Forecasts

Population Forecast

The official April 1, 2010 city population to be used for distributions in 2011 is 4,196,962.  This is
almost two percent more than the population estimate for April 1, 2009.  Almost half of this
increase was from annexations, with the rest coming from secular growth and military adjustments. 
As we have in past years, we have adjusted the April 1 numbers upward for annexations that we
know were completed after the April 1, 2010 estimates were made or that are in the pipeline for
later this year.  Cities that annex qualify for state-shared revenue distributions on their new
population base, starting the first day of the quarter after the effective date of the annexation.

The April 1, 2010 annexation in Burien (14,292) and the July 1, 2010 annexation in Kent (24,000)
are not in the 2010 population number given above.  Last year, Kirkland voted to annex an area
with an estimated population of 37,000.  The effective date is scheduled to be June 1, 2011.  In
addition, Renton is having an election on November 2, 2010 for the annexation of the
Fairwood-Petrovitsky area, with a population of approximately 27,000. If successful, the estimated
date of the annexation is July 1, 2011.  We have weighted these populations by the number of
2011 quarterly state-shared revenue distributions for which we think they would qualify.  For our
per capita revenue forecasts in 2011, we will be using an adjusted, weighted, population estimate
of 4,251,254.  This is 1.3 percent higher than if there were no annexations.

The official April 1, 2010 county population is 2,536,288. This is a decrease of 0.6 percent from
2009. We have used this number, unadjusted, in making the county forecasts for liquor board
profits and the liquor excise tax.

Motor Vehicle Fuel Taxes

Editor’s Note:  Fanny N. Roberts, the Transportation Economist for the Financial Planning and
Economic Analysis Division of the Department of Transportation, provided the forecasts for the
tables.

City and county gasoline and diesel fuel tax receipts for 2009 were 1.8 percent less than forecast
in Budget Suggestions for 2010. The revised forecast for 2010 is approximately five percent less
than that made a year ago.  The primary reason is that gasoline prices are five percent and diesel
fuel prices are seven percent higher than when the forecast was made last year.  (The forecast for
Washington personal income has remained much the same.)  These higher prices have led to
decreased sales of fuel.  Consumption of gasoline is 3.5 percent less than forecast last year for
2010; consumption of diesel fuel is down five percent from the forecast.

In 2011, gasoline and diesel fuel prices are expected to increase by 6.7 and 8.7 percent,
respectively.  Countering the negative effect of these higher prices on the growth of fuel sales (and,
correspondingly, fuel taxes) will be an estimated 4.1 percent growth in personal income.  Motor
vehicle fuel taxes are expected to increase by a modest 1.6 percent.
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The county distribution formula includes annual road costs and “need” in addition to population.
The county estimates, based on these factors, are done by the County Road Administration Board
(CRAB).  The county allocation percentages for 2011 will be released after the board meets in late
July.  We will provide this information on our Focus page at www.mrsc.org when it is available. 
Counties will also be notified directly by CRAB. 

The city forecasts for total dollars and per capita amounts are in Tables 3 and 4.

Liquor Revenues

Editor’s Note: Our liquor revenue forecasts come from the Washington State Liquor Control Board.

The price for liquor in the State of Washington is comprised of several components.  The main
component is the standard cost of goods sold, which includes the cost from the manufacturers
and the delivery price of the alcohol.  Federal and state taxes are then applied to the cost, as well
as a mark-up for Liquor Control Board costs and surcharges imposed by the Liquor Control Board. 
The taxes are distributed according to ch. 82.08 RCW and surcharges are distributed according
to Liquor Control Board policy.

Liquor Board Profits.  Liquor board profits are the difference between the revenue from alcohol
sales and the expenditures of the Liquor Control Board.  The Liquor Control Board forecasts these
profits through their Revenue Forecast Model that provides information to the Washington State
Legislature and the Economic and Revenue Forecast Council.
 
The 2009 actual net distribution of Liquor Board profits to cities and counties increased by 3.2
percent compared to 2008.  The liquor profits forecasts for 2010 and 2011 include $18.7 million
that the 2009 legislature appropriated for cities and counties from a new markup on liquor sales
for the 2009-2011 biennium.  The intention had been to distribute these funds equally in each of
the eight quarters of the biennium.  However, the December 2009 payment was deferred until
2010, which makes the growth rate between the 2010 forecast and 2009 actuals larger than it
otherwise would be.  Similarly, the decrease shown between the 2010 and 2011 forecasts is larger
than it otherwise would be.

Liquor taxes.  Liquor taxes distributed in 2009 increased 3.1 percent compared to 2008.  For 2010
and 2011, the forecast increase is 3.2 percent in each year.

City forecasts are in Tables 3 and 4; county forecasts are in Tables 5 and 6.  These estimates do
not include any impacts from Initiatives 1100 or 1105.  See pages 50-52 for a discussion of these
initiatives.

City-County Assistance

Background

ESSB 6050, ch. 450, Laws of 2005, established the city-county assistance account in
RCW 43.08.290, which receives 1.6 percent of the state real estate excise tax.  This account
provides funding for assistance for certain cities and counties according to the formulas set out
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below.  These jurisdictions lost funding when the motor vehicle excise tax (MVET) was repealed
in 2000.

Counties.  Counties with an unincorporated population of more than 100,000, qualify to receive
the amount necessary to increase the sum of the revenues received under RCW 82.14.030(1) (the
first half-cent of the sales and use tax) and streamlined sales tax mitigation funds received to the
greater of: 1) $250,000 (to be increased each year by the increase in the July implicit price deflator
for personal consumption expenditures); or 2) an amount equal to 65 percent of the state-wide per
capita average collected from the first half-cent of the sales and use tax with respect to taxable
activity in the unincorporated areas of all counties in the previous fiscal year.

Counties with an unincorporated population of less than 100,000 qualify to receive the amount
necessary to increase the sum of the revenues received under RCW 82.14.030(1) (the first half-cent
of the sales and use tax) and streamlined sales tax mitigation funds received to the greater of: 1)
$250,000 (to be increased each year by the increase in the July implicit price deflator for personal
consumption expenditures); or 2) an amount equal to 70 percent of the state-wide per capita
average received from the first half-cent of the sales and use tax with respect to taxable activity in
the unincorporated areas of all counties in the previous fiscal year.

In counties with an unincorporated population of 15,000 or less, the county will be certified for the
greater of: 1) the amount under the terms in the paragraph above for counties with a population
under 100,000; or 2) the amount the county received in “backfill” for FY 2005 under section 716,
ch. 276, Laws of 2004 (amended state budget).

If there are not enough revenues to fund the distributions above, then they will each be reduced
proportionately.  If there are more revenues than necessary to fund the above distributions, they
shall be distributed proportionately on the basis of the unincorporated population among those
counties that have qualified for city-county assistance funding and impose the full second half cent
of the sales and use tax under RCW 82.14.030(2).

Cities. The formula used to allocate city funding is based on a sales tax and property tax
equalization formula, and the 2005 MVET backfill levels. The sales tax and property tax
equalization components of the formula are similar to the former sales tax equalization program
that was funded with MVET.

Cities with a population of 5,000 or less qualify to receive distributions equal to the greater of: 1)
55 percent sales tax equalization on the sum of the first half-cent of the sales and use tax received
under RCW 82.14.030(1) and streamlined sales tax mitigation funds for the previous fiscal year; 
2) 55 percent property tax equalization based on per capita assessed values per $1,000 assessed
value; or 3) their 2005 MVET backfill allocation.  However, cities with twice the statewide per capita
assessed value are not eligible for funding.

Cities with populations over 5,000 qualify to receive distributions equal to the greater of: 1) 50
percent sales tax equalization on the sum of the first half-cent of the sales and use tax received
under RCW 82.14.030(1) and streamlined sales tax mitigation funds for the previous fiscal year;
or 2) 55 percent property tax equalization based on per capita assessed values per $1,000
assessed value. These cities do not qualify for funding if their assessed value per capita is above
the statewide average (compared to twice the statewide average for smaller cities).
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Distributions for all cities are capped at $100,000, to be increased each year by the increase in the
July implicit price deflator for personal consumption expenditures. (The 2010 cap is $112,198.) 
And, new cities that incorporate after August 1, 2005 are not eligible for funding.

If there are not enough revenues to fund the distributions above, then they will each be reduced
proportionately.  If there are more revenues than necessary to fund the above distributions, they
are to be distributed proportionately on the basis of population among those cities that have
qualified for city-county assistance and impose the full second half cent of the sales and use tax
under RCW 82.14.030(2).

Certification and distribution dates.  Using the factors for cities and counties described above,
the Department of Revenue (DOR) must certify the amounts to be distributed each year by
October 1, with preliminary estimates available by September 1.

Funds are distributed quarterly on January 1, April 1, July 1, and October 1. In order for the funds
to be distributed on those dates, the transfers must be made in the previous month.  The cash
payments, therefore, come in December of the year in which the certification is made, then in
March, June, and September of the coming year.  This means that, for budgeting purposes, cities
and counties are dealing with two different certification years. Here is how it works.

When you pass your budget for 2011 this coming November or December, you will know the
amount for which you are certified for 2011, but the first payment from that certification will arrive
this December and is part of the current year’s (2010) budget receipts.  The amount you budget 
for 2011 will depend on your estimates of how much you will receive in March, June, and
September 2011 based on your October 1, 2010 certification, plus your “guesstimate” of what you
will receive in December 2011, which will depend on your certification on October 1, 2011.  Table 2
shows the various payments and their timing.
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City-County Assistance Distributions

Statutory Date for

Distribution Actual Payment Date Certification Date

2010 Budget

Payment 1 April 1, 2010 Late March 2010 October 1, 2009

Payment 2 July 1, 2010 Late June 2010 October 1, 2009

Payment 3 October 1, 2010 Late September 2010 October 1, 2009

Payment 4 January 1, 2011 Late December 2010 October 1, 2010

2011 Budget

Payment 1 April 1, 2011 Late March 2011 October 1, 2010

Payment 2 July 1, 2011 Late June 2011 October 1, 2010

Payment 3 October 1, 2011 Late September 2011 October 1, 2010

Payment 4 January 1, 2012 Late December 2011 October 1, 2011

Table 2

Forecasts

After two good years for city-county assistance receipts in 2006 and 2007, revenues decreased
in 2008 as the housing market took a beating. State real estate excise taxes, the funding source,
fell and cities and counties each received $5.06 million compared to $7.6 million the year before
– a decrease of a third.  This was enough to fully fund the counties at the amounts for which they
were certified, but cities received only 65 percent of their certification amounts. 

In 2009, receipts of real estate excise tax receipts fell to $3.04 million, another big decrease – this
time, 40 percent.  Luckily, section 805 of the 2009-2011 operating budget contained a transfer from
the Public Works Assistance Account of $2.5 million to both cities and counties on July 1 of 2009
and 2010, to be paid out in the September/October distribution.  With the total distributions in 2009
to both cities and counties of $5.54 million, counties were fully funded while cities received
67 percent of their 2009 certified amounts – just about what we had forecast.

2010 Update. The total certification amounts for cities for 2010 is $ 8.53 million. For counties, the
amount is $3.90 million. Of this amount, both cities and counties have already received $1.50
million in the first two payments (made in March and June) for 2010.  According to the June 2010
forecast of real estate excise tax receipts, cities and counties are each currently expected to
receive $0.94 million from the real estate excise tax in the October distribution, which is paid out
in September. That payment will also include $2.5 million for both cities and counties from the
transfer the legislature made in the 2009-2011 operating budget. The total estimated distribution
for September/October 2010 is $3.44 million. This is more than enough to fully fund the counties
for the amount for which they are certified in 2010, so they really do not need to do any further
calculations.  If they currently levy the full second half cent of the sales tax, they will get a share
of the excess amount in the county “pot” at the end of the year.
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Cities need to check out the Web page http://gis.dor.wa.gov/content/doingbusiness/6050distributions.aspx. 
Click on “2010 City and County Distributions.”  This spreadsheet shows the amount for which each
city is certified for 2010 (look at the column in green, titled “ESSB 6050 Amount”). It also shows
how much each city has received so far in the first two distributions for the 2010 budget (the “April
2010 Distribution” received in March and the “July 2010 Distribution” received in June) and the
amount they are expected to receive in the October distribution (to be received in September). 
Pay no attention to the last column titled “Total.” For revising your 2010 revenue estimates, this
is a meaningless number, since the cash from the “January 2010 Distribution” has already been
counted as part of your actual revenues for 2009.

The last cash payment for calendar year 2010 will come in December and it will be the “January
2011 Distribution” from the new certification for 2011 that will be made by October 1, 2010, with
preliminary estimates available sometime in September.  It will be posted at this same Web site,
http://gis.dor.wa.gov/content/doingbusiness/6050distributions.aspx, and will be titled “2011
Recertification and Quarterly Distribution Estimates” or something close to that. (Yes, this
information on “timing” is confusing.  Maybe it is time to take another look at Table 2 above, which
shows the timing of the payments and the statutory distributions.)  Right now, the folks at the
Economic and Revenue Forecast Council are estimating that the January 2011 distribution
(December 2010 payment) will be $1.0 million.  That would make the total for the four payments
for the 2010 budget year $5.94 million.  Therefore, we are forecasting that cities will get
approximately 70 percent of their certification amounts for 2010.

2011. When the preliminary certification for 2011 is posted on this Web site,
http://gis.dor.wa.gov/content/doingbusiness/6050distributions.aspx, sometime in the latter part
of September, counties need only take their total certification amount and put it in their budget. 
(Note, as mentioned above, this spreadsheet should be titled “2011 Recertification and Quarterly
Distribution Estimates,” maybe with the word “preliminary” included.) Cities will, once again, not
get the total amount for which they are certified.  Currently the estimate of the real estate excise
tax revenue to be distributed next year to both cities and counties is $4.53 million.  Alas, there is
no extra $2.5 million addition to the “pots” as there was in 2009 and 2010!  You can calculate what
your city’s percentage share will be by taking the amount in the “ESSB 6050 Amount” column and
dividing it by the city total at the bottom of the column. Multiply that “share” by $4.53 million to get
your estimated dollar amount for 2011.  This methodology assumes that your share of the last
payment in 2011 (which will come from the October 1, 2011 certification for 2012) will be the same
percentage amount as the first three payments.  This is probably a pretty good assumption for
most cities.

If you cannot wait until the release of the preliminary certification in September to make your
budget estimate, then take your percentage share of the 2010 certification and multiply it by the
estimated pot of city revenue for 2011, $4.53 million.  For many cities, that will be a pretty good
estimate.

Criminal Justice Revenues

With the repeal of the motor vehicle excise tax, the only money that cities receive by statute comes
from language that says beginning July 1, 1999, a transfer would be made from the general fund
to both city accounts under RCW 82.14.320 and RCW 82.14.330. Each transfer was appropriated
originally at $4.6 million, to be increased each July by “the fiscal growth factor” in RCW 43.135.025,
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which is the average growth in state personal income for the prior ten fiscal years.  (By 2009, the
distribution had grown to over $6.2 million.)

Seventy percent of the revenue distributed under RCW 82.14.330 is handed out on a purely per
capita basis. RCW 82.14.330(1)(b) distributes 16 percent of the pot on a per capita basis, with
each city receiving a minimum of $1,000, no matter how small their population.  RCW 82.14.330(2)
was amended in 2003 to delete the language that allocated certain percentages to innovative law
enforcement programs, domestic violence prevention programs, and child abuse prevention
programs, with the requirement that the cities send in funding requests for each program to CTED. 
The funds for these three areas, totaling 54 percent of the pot, are now distributed by the Office
of the State Treasurer on a strictly per capita basis.  There is a requirement that these funds be
spent on some combination of innovative law enforcement programs, domestic violence
prevention programs, and child abuse prevention programs, but no requirement of how much
must be spent in each area.  All the money can be spent in one area if a city wishes.  In Tables 3
and 4, we identity the 16 percent distribution as “Criminal Justice – Population,” which is what the
treasurer’s office calls it.  The 54 percent distribution is labeled “Criminal Justice Special
Programs.” 

Ten percent of the revenues go to cities that contract for law enforcement services.
 
The remaining funds under RCW 82.14.330 and all the revenues under RCW 82.14.320 are handed
out partially based on crime rates and we cannot forecast them.  The cities that may qualify for
these funds know who they are and are aware of the problems they have in estimating these
revenues.

In spite of the passage of Initiative 695, counties are continuing to receive some state-shared
criminal justice funding from the state general fund under the provisions of RCW 82.14.310. The
initial appropriation, made for the state fiscal year 2000, was $23.2 million and grew to $31.4 million
in 2009. It is increased every July by “the fiscal growth factor,” which is the average growth in state
personal income for the prior ten fiscal years. The county funding formula includes population, the
crime rate of the county, and the annual number of criminal cases filed in superior court.  Because
revenues are not handed out on a strictly per capita basis, MRSC can provide no forecasts.

Fire Insurance Premium Tax

The state collects a two percent tax on the premiums of all insurance policies written.  Twenty-five
percent of the tax collected on fire policies and the fire component of homeowner's and
commercial multi-peril policies, are distributed to cities and fire districts that have firemen's pension
funds.  Premiums attributed to losses from such things as burglaries, tornadoes, floods, etc., are
not shared with cities.  For the homeowner's and commercial multi-peril policies, actual data is
collected on the loss experience due to fire as a percent of total losses. These percentages are
then applied to the total premium taxes collected from these policies to get the taxes attributed to
the fire component.

For the distribution in 2010, the premiums paid in for fire insurance were much higher than we
expected.  In addition, the “loss experience” from fire for the commercial multi-peril category was
higher than we estimated and, therefore, the percentage amount of that category’s premiums
going into the pool to be distributed was higher than estimated.  The result was that the “ratio

23



Budget Suggestions for 2011

value” (the total premium distribution divided by the number of paid firefighters) was $847
compared to the $812 we forecast.
 
For 2011 we are assuming cities and fire districts will not hire additional firefighters because of
budget constraints.  We also assume that premiums for homeowners and commercial multi-peril
insurance increase by three percent and that the percent of losses due to fire will follow their
historical norms.  These assumptions produce a ratio value of $860.

We want to remind our readers, once again, that these forecasts are completely dependent on fire
loss experience and insurance premiums and we really have no way to forecast either, although
we do know that the latter are currently increasing.

24



Budget Suggestions for 2011

Summary of Local Share of State-Shared Revenues

Total Dollar Amounts – 2008 to 2011

(All Cities and Towns)

2008 2009 2010 Revised 2011 Estimate

Gas Tax $91,818,025 $88,603,991 $89,707,000 $91,141,000

Profits of Liquor Board 27,090,572 28,014,708 34,072,000 31,200,000

Liquor Tax 19,301,609 19,902,527 20,551,000 21,161,000

Criminal Justice -
Special Programs

3,189,853 3,353,503 3,393,000 3,434,000

Criminal Justice – 
Population-based

945,142 993,630 1,006,000 1,018,000

Total $142,354,201 $140,868,359 $148,729,000 $147,954,000

Table 3

Per Capita Amounts – 2005 to 2011

(All Cities and Towns)

2005 2006 2007 2008 2009

2010

Rev.

2011

Est.

Gas Tax $21.33 $23.20 $24.19 $22.82 $21.72 $21.61 $21.44

Profits of Liquor Board 7.07 6.46 7.33 6.73 6.87 8.21 7.34

Liquor Tax 4.09 4.28 4.55 4.80 4.88 4.95 4.98

Criminal Justice -
Special Programs

0.74 0.75 0.77 0.79 0.82 0.82 0.81

Criminal Justice – 
Population-based

0.22 0.22 0.24 0.23 0.24 0.24 0.24

Total $33.45 $34.91 $37.08 $35.37 $34.53 $35.83 $34.81

Table 4
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Summary of Local Share of State-Shared Revenues

Total Dollar Amounts – 2008 to 2011

(All Counties)

2008 2009 2010 Revised 2011 Estimate

Profits of Liquor Board $7,329,892 $7,564,488 $9,082,000 $8,364,000

Liquor Excise Tax 4,401,902 4,528,882 4,668,000 4,820,000

Total $11,731,794 $12,093,370 $13,750,000 $13,184,000

Table 5

Per Capita Amounts – 2004 to 2011

(All Counties)

2004 2005 2006 2007 2008 2009

2010

Rev.

2011

Est.

Profits of Liquor Board $3.03 $2.95 $2.72 $3.07 $2.90 $2.96 $3.56 $3.30

Liquor Excise Tax 1.35 1.43 1.50 1.61 1.74 1.77 1.83 1.90

Total $4.38 $4.38 $4.22 $4.68 $4.64 $4.73 $5.39 $5.20

Table 6
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Distribution of Fire Insurance Premium Tax – RCW 41.16.050

May 2010

City/District Ratio Value

Number of Paid

Firefighters as of

January 1, 2010 Amount1

Aberdeen $847.26 35 $29,654.21

Anacortes 21 17,792.53

Auburn 75 63,544.74

Bellevue 212 179,619.79

Bellingham 141 119,464.11

Bothell 56 47,446.74

Bremerton 56 47,446.74

Camas 43 36,432.32

Centralia 21 17,792.53

Chehalis 15 12,708.95

Edmonds 53 44,904.95

Ellensburg 28 23,723.37

Everett 177 149,965.58

Hoquiam 24 20,334.32

Kelso 12 10,167.16

Kennewick 76 64,392.00

Kent 173 146,576.53

Kirkland 88 74,559.16

Longview 45 38,126.84

Lynnwood 55 46,599.47

Mercer Island 30 25,417.90

Moses Lake 31 26,265.16

Mount Vernon 35 29,654.21

Olympia 79 66,933.79

Pasco 49 41,515.90

Port Angeles 22 18,639.79

Port Townsend 5 4,236.32

Pullman 31 26,265.16
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Distribution of Fire Insurance Premium Tax – RCW 41.16.050

May 2010

City/District Ratio Value

Number of Paid

Firefighters as of

January 1, 2010 Amount1

Puyallup 57 48,294.00

Raymond 13 11,014.42

Redmond 158 133,867.58

Renton  133 112,686.00

Richland 55 46,599.47

Seattle 1,023 866,750.23

Shelton 6 5,083.58

Spokane 277 234,691.90

Sumner 24 20,334.32

Sunnyside 15 12,708.95

Tacoma 389 329,585.38

Toppenish 7 5,930.84

Tukwila 59 49,988.53

Vancouver 189 160,132.74

Walla Walla 48 40,668.63

Wenatchee 33 27,959.68

Yakima 84 71,170.11

King County #10 128 108,449.69

King County #2 41 34,737.79

Spokane County #1 159 134,714.84

Totals 4,586 $3,885,548.95

1The amounts shown in the fourth column are the actual distributions by the state. 

However, if one multiplies the ratio value shown by the number of firefighters in each

row, the results are slightly different from the actual amount shown.  We have displayed

the ratio value as rounded to two decimal places; the actual ratio value used by the

state had nine decimal places.

Table 7
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What's Ahead for Cities and Counties in 2012 (and Beyond)?

This is the section in which we report on the possibilities of incorporations and annexations that
might result in significant changes in state-shared revenues for the year after next. 

The passage of SSB 5321, ch. 550, Laws of 2009, changed the annexation landscape.  This bill
amended 2006 legislation dealing with credits against the state sales tax for certain cities doing
annexations.  It extended the time period in which credits are available from January 1, 2010 to
January 1, 2015 and also made Seattle eligible.  Because of the extension, cities do not seem to
be in quite as much of a hurry to vote on annexation these days.  And, if they do vote and the
annexation is approved, cities are in less of a hurry than in the past to make the annexation
effective.

Here is a listing of annexations that we have heard about:

• Bothell - King County (5,000; annexation by interlocal agreement, estimated to be effective
January 1, 2012)

• Bothell - Snohomish County (22,000; November 2011 vote; estimated effective date of
annexation, January 1, 2013)

• Seattle, North Highline (20,000; November 2011 vote; estimated date of annexation, no
information) 

• Lynnwood (27,000; November 2011 vote; estimated date of annexation, no information)
• Mukilteo (11,000; maybe vote in 2012)
• Renton - West Hill (14,608; maybe vote in 2012 for annexation in 2013)

Below you will find tables that show the forecasts of 2012 per capita revenues.  For now we are
assuming that only the small annexation in Bothell will affect state-shared revenues for 2012.

City Per Capita State-Shared Revenue Estimates – 2012

Gas tax $21.43

Liquor board profits 7.20

Liquor excise tax 5.06

Criminal Justice (former CTED programs) 0.81

Criminal Justice (population) 0.24

Total $34.74

County Per Capita State-Shared

Revenue Estimates – 2012

Liquor board profits $3.28

Liquor excise tax 1.93

Total $5.24
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