
For disability accommodation contact the City of Covington at 253-480-2400 a minimum of 24 hours in advance.  For TDD 
relay service, dial (800) 833-6384 and ask the operator to dial 253-480-2400. 
 

Covington: Unmatched quality of life 
CITY OF COVINGTON 

CITY COUNCIL SPECIAL & REGULAR MEETING AGENDA 
www.covingtonwa.gov 

 
Tuesday, July 9, 2013                                                                                  City Council Chambers 
7:00 p.m.                                                                   16720 SE 271st Street, Suite 100, Covington 

 
Council will interview Economic Development Council applicants beginning at 6:00 p.m. 

 
CALL CITY COUNCIL REGULAR MEETING TO ORDER – approximately 7:00 p.m. 
   
ROLL CALL/PLEDGE OF ALLEGIANCE 
 
APPROVAL OF AGENDA 
 
PUBLIC COMMUNICATION 

• 2013 Citizen of the Year Proclamation 
• 2013 Honorary Citizen of the Year Proclamation 

 
RECEPTION FOR CITIZEN AND HONORARY CITIZEN OF THE YEAR 
 
PUBLIC COMMENT Speakers will state their name, address, and organization. Comments are directed to the City Council, not 
the audience or staff. Comments are not intended for conversation or debate and are limited to no more than four minutes per speaker.  
Speakers may request additional time on a future agenda as time allows.* 
 
APPROVE CONSENT AGENDA 
C-1. Minutes:  June 25, 2013 City Council Regular Meeting Minutes (Scott) 
C-2. Vouchers (Hendrickson)  
 
NEW BUSINESS 
1. Consider Appointments to Covington Economic Development Council (Council) 
2. Briefing on Competitive Bidding (Hendrickson)  
3. Briefing on Utility Tax Effective Rate (Hendrickson)  
4. Discuss Northern Notch Advocacy (Hart) 
5. Discuss Commission Exit Interviews (Matheson) 

 
COUNCIL/STAFF COMMENTS - Future Agenda Topics 
 
PUBLIC COMMENT *See Guidelines on Public Comments above in First Public Comment Section 

 
EXECUTIVE SESSION  
  
ADJOURN  

http://www.covingtonwa.gov/�


Consent Agenda Item C-1 
Covington City Council Meeting 

Date: July 9, 2013   
 
SUBJECT: APPROVAL OF MINUTES:  JUNE 25, 2013 CITY COUNCIL REGULAR 

MEETING MINUTES 
 
RECOMMENDED BY:  Sharon G. Scott, City Clerk 
 
ATTACHMENT(S):  Proposed Minutes 
 
PREPARED BY:  Joan Michaud, Senior Deputy City Clerk 
 
EXPLANATION:  
 
ALTERNATIVES:   
 
FISCAL IMPACT:  
 
 
CITY COUNCIL ACTION:    Ordinance   _____ Resolution     X     Motion              Other  
 

Councilmember __________ moves, Councilmember ___________ 
seconds, to approve the June 25, 2013 City Council Regular 
Meeting Minutes. 
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Unapproved Draft – June 25, 2013 Regular Meeting Minutes 
Submitted for Approval: July 9, 2013 
 
 

 1 

City of Covington 
Regular City Council Meeting Minutes 

Tuesday, June 25, 2013 
 
(This meeting was recorded and will be retained for a period of six years from the date of the 
meeting). 
 
The Regular Meeting of the City Council of the City of Covington was called to order in the City 
Council Chambers, 16720 SE 271st Street, Suite 100, Covington, Washington, Tuesday, June 25, 
2013, at 7:05 p.m., with Mayor Harto presiding. 
 
COUNCILMEMBERS PRESENT: 
Margaret Harto, Mark Lanza, Marlla Mhoon, and Wayne Snoey. 
 
COUNCILMEMBERS ABSENT: 
David Lucavish, Jim Scott, and Jeff Wagner. 
 
Council Action:  Councilmember Snoey moved and Councilmember Mhoon seconded to 
excuse Councilmembers Lucavish (out of town) and Scott (family commitment) and Mayor 
Pro Tem Wagner (AWC Conference). 
 
STAFF PRESENT: 
Derek Matheson, City Manager; Noreen Beaufrere, Personnel Manager; Richard Hart, Community 
Development Director; Rob Hendrickson, Finance Director; Kevin Klason, Covington Police Chief; 
Karla Slate, Community Relations Coordinator; Sara Springer, City Attorney; Scott Thomas, 
Parks & Recreation Director; Don Vondran, Interim Public Works Director; and Sharon Scott, 
City Clerk/Executive Assistant. 
 
Mayor Harto opened the meeting with the Pledge of Allegiance. 
 
APPROVAL OF AGENDA: 
Council Action:  Councilmember Mhoon moved and Councilmember Snoey seconded to 
approve the Agenda as amended to postpone the Executive Session one month.  Vote:  4-0.  
Motion carried. 
 
PUBLIC COMMENT:   
Mayor Harto called for public comments. 
 
There being no comments, Mayor Harto closed the public comment period. 
 
APPROVE CONSENT AGENDA: 
C-1. Minutes:  May 22, 2013 City Council Joint Meeting with Black Diamond and Maple 

Valley Meeting; June 11, 2013 City Council Joint Meeting with Parks & Recreation 
Commission Minutes; and June 11, 2013 City Council Regular Meeting Minutes. 
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C-2. Vouchers:  Vouchers #29554-29619, in the Amount of $1,705,811.03, Dated June 11, 
2013; and Paylocity Payroll Checks #1001340464-1001340480 and Paylocity Payroll 
Checks #1001340580-101340580 Inclusive, Plus Employee Direct Deposits in the 
Amount of $160,105.62, Dated June 21 2013. 
 

Council Action:  Councilmember Mhoon moved and Councilmember Snoey seconded to 
approve the Consent Agenda.  Vote:  4-0.  Motion carried. 
 
REPORTS OF COMMISSIONS
Human Services Commission – Vice Chair Fran McGregor-Hollums reported on the June 13 
site visit to Crisis Clinic in Seattle. 

: 

 
Arts Commission – Secretary Gini Cook reported on the June 13 meeting. 
 
Planning Commission – Chair Daniel Key reported on the June 6 and June 20 meetings. 
 
Parks & Recreation Commission – No report. 
 
Economic Development Council – No report; June and July meetings canceled; next meeting 
August 22. 
 
CONTINUED BUSINESS: 
1.  Consider Resolution Adopting 2014-2019 Transportation Improvement Program. 
 
Interim Public Works Director Don Vondran gave the staff report on this item. 
 

RESOLUTION NO. 13-04 
 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF 
COVINGTON, WASHINGTON, ADOPTING A SIX-YEAR 
(2014 – 2019) TRANSPORTATION IMPROVEMENT 
PROGRAM AND DIRECTING THE SAME TO BE FILED 
WITH THE STATE SECRETARY OF TRANSPORTATION 
AND TRANSPORTATION IMPROVEMENT BOARD. 
 

Council Action:  Councilmember Lanza moved and Councilmember Snoey seconded to 
pass Resolution No. 13-04 adopting the City of Covington Six-Year (2014 – 2019) 
Transportation Improvement Program (TIP).  Vote:  4-0.  Motion carried. 
 
NEW BUSINESS:  
2.  Discuss Selection of Citizen and Honorary Citizen of the Year. 
 
Community Relations Coordinator Karla Slate gave the staff report on this item. 
 
Councilmember Mhoon nominated Mike and Ronda Denbo for Citizen of the Year.  
Councilmember Lanza nominated Bryan Higgins.  Councilmember Mhoon decided to support 
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the nomination of Bryan Higgins.  Councilmember Snoey also supported the nomination of 
Bryan Higgins. 
 
Council Action:  There was Council consensus to name Bryan Higgins as Covington’s 
Citizen of the Year for 2013. 
 
Councilmember Snoey nominated Kollin Higgins as Honorary Citizen of the Year.  
Councilmember Mhoon supported the nomination of Kollin Higgins.  Councilmember Lanza 
nominated Krista Bates.  Mayor Harto nominated Julie Stein.  Councilmembers discussed the 
nominations. 
 
Council Action:  There was Council consensus to name Julie Stein as Covington’s 
Honorary Citizen of the Year for 2013. 
 
3.  Update on Surface Water Management Programs. 
 
Interim Public Works Director Don Vondran introduced Engineering Technician II Ben Parrish 
who gave a PowerPoint presentation. 
 
Councilmembers provided comments and asked questions, and Mr. Parrish provided responses. 
 
4.  Briefing on Competitive Bidding. 
 
5.  Briefing on Utility Tax Effective Rate. 
 
Council Action:  There was Council consensus to postpone Agenda Items No. 4 and No. 5 to 
a future meeting when more councilmembers are able to be present. 
 
6.  Discuss Council Requested Decision Cards. 
 
City Manager Derek Matheson gave the staff report on this item. 
 
Council Action:  There was Council consensus that no additional items were being 
requested other than those already discussed at previous meetings and workshops. 
 
COUNCIL/STAFF COMMENTS: 
Councilmembers and staff discussed Future Agenda Topics and made comments. 
 
Councilmember Snoey informed the Council he would be unable to attend the July 9 meeting. 
 
PUBLIC COMMENTS: 
Mayor Harto called for public comments. 
 
Leroy Stevenson, 26828 166th Place SE, Covington resident, advised he had been looking 
forward to the utility tax report that was postponed and disturbed by the surface water 
management presentation to the extent he felt it negatively impacted private lives and property.  
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Mr. Stevenson also commented that due to the national government being in debt, in his opinion 
all levels of government need to stop relying on grants and create small sustainable budgets from 
local revenue. 
 
There being no further comments, Mayor Harto closed the public comment period. 
 
ADJOURNMENT: 
There being no further business, the meeting was adjourned at 8:30 p.m. 
 
Prepared by:      Submitted by:  
 
__________________________________         
Joan Michaud      Sharon Scott 
Senior Deputy City Clerk    City Clerk 
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Consent Agenda Item C-2 
 Covington City Council Meeting 
 Date: July 9, 2013 
 
 
SUBJECT:  APROVAL OF VOUCHERS.  
 
RECOMMENDED BY: Rob Hendrickson, Finance Director 
 
ATTACHMENT(S)

 

:  Vouchers #29620—29681, in the Amount of $254,444.78, Dated June 
24, 2013; and Paylocity Payroll Checks #1001373908-1001373922 and Paylocity Payroll 
Checks #1001374009-101374009 Inclusive, Plus Employee Direct Deposits in the Amount of 
$159,858.30, Dated July 5, 2013. 

PREPARED BY:  Joan Michaud, Senior Deputy City Clerk 
 
EXPLANATION: Not applicable. 
 
ALTERNATIVES: Not applicable. 
 
FISCAL IMPACT: Not applicable. 
 
CITY COUNCIL ACTION:    Ordinance _____ Resolution     X      Motion            Other  

 
Councilmember ___________ moves, Councilmember _________________ 
seconds, to approve for payment Vouchers #29620—29681, in the Amount 
of $254,444.78, Dated June 24, 2013; and Paylocity Payroll Checks 
#1001373908-1001373922 and Paylocity Payroll Checks #1001374009-
101374009 Inclusive, Plus Employee Direct Deposits in the Amount of 
$159,858.30, Dated July 5, 2013. 
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Agenda Item 1 
 Covington City Council Meeting 
 Date: July 9, 2013 
 
SUBJECT:   APPOINTMENTS TO OPENINGS ON THE COVINGTON ECONOMIC 

DEVELOPMENT COUNCIL (CEDC).  
 
RECOMMENDED BY:   Derek Matheson, City Manager 

Richard Hart, Community Development Director 
         
ATTACHMENT(S):  See Interview Schedule and Applications provided separately. 
 
PREPARED BY:  Joan Michaud, Senior Deputy City Clerk 
 
EXPLANATION:     
Five CEDC terms will expire on July 31, 2013.  Two of these terms are to be appointed by the 
City of Covington.  Each term is for a period of two years.  The city received three applications 
for appointment to CEDC as follows: 
 
Name of Applicant          
Binoy Varughese 
Kevin Holland (completes term on Chamber side of CEDC 07-31-2013) 
Steven Pand (currently serving in Position No. 8; term ends 07-31-2013) 
   
ALTERNATIVES: 
Not appoint at this time and direct staff to continue to advertise for additional applicants. 
 
CITY COUNCIL ACTION:  _____ Ordinance            Resolution      X     Motions              Other  

 
Council member _____________ moves, Council member ________________ 
seconds, to appoint _______________ to fill Position No. 2 on the Covington 
Economic Development Council with a term expiring July 31, 2015.  
 
Council member _____________ moves, Council member ________________ 
seconds, to appoint _______________ to fill Position No. 8 on the Covington 
Economic Development Council with a term expiring July 31, 2015.  
 

REVIEWED BY: City Manager  
 Community Development Director 
 City Clerk/Executive Assistant 
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 Agenda Item 2  
 Covington City Council Meeting 
 Date:  July 9, 2013 
 
SUBJECT:  BRIEFING ON COMPETITIVE BIDDING 
 
PREPARED BY:   Rob Hendrickson, Finance Director 
 Don Vondran, Interim Public Works Director  
                                          
ATTACHMENT(S): 
 1. City Purchasing Policy 
  
EXPLANATION: 
One of the mainstays of government procurement is the open competitive bidding process. It 
provides transparency, accountability, value, and opportunity.  
 
In Covington’s case, competitive bidding has provided the opportunity to select qualified 
contractors who have completed projects on time and within budget. There have been some 
project bids that have come in over the engineer’s estimate. Those projects were delayed while 
the scope of the project was modified, additional revenue was received in terms of a grant or it 
was combined with another project in order to benefit from an economy of scale.   
 
The city is required by state law to bid out projects that meet certain thresholds. Those thresholds 
are determined by type of city, population, and category and project costs. Covington is a code 
city1

 
 with a population under 20,000. 

The following table summarizes what thresholds the city is required to adhere to: 
 

PUBLIC WORKS CONTRACTS and CHANGE ORDERS 
 

Amount Approval Authority Process 
Up to $7,500 Department Director Contract/P.O. 

$7,501 - $15,000 City Manager Contract/P.O. 
$15,001 - $30,000 (one trade) City Manager Contract/P.O. 

$30,001 - $45,000 
(multiple trades) 

City Manager Small Works 
Roster/Contract/P.O. 

$45,001 - $200,000  City Council Small Works Roster or 
Competitive Bid 

Over $200,000 City Council Competitive Bid 
 
                                                 
1 Code cities were created by the state legislature in order to grant the greatest degree of local control to 
municipalities possible under the state constitution and general law. This classification has been adopted by the 
majority of municipalities in Washington.  Code cities (shorthand for optional municipal code cities, as encoded by 
Title 35A RCW) are authorized to perform any function not specifically denied them in the state constitution or by 
state law. They may perform any function granted to any other city classification under Title 35 RCW. 
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(Please see the attached purchasing policy which outlines in detail what the city requirements are 
as they relate to specific projects, services and materials.) 
 
Once the project has completed the design process (plan sheets and specifications) and the 
construction budget is approved then staff follows an established procedure. The procedure 
differs depending on the thresholds mentioned above.  The competitive bid process is the most 
detailed and is explained below.    
 
Public works staff develops a Request for Bids or Notice to Bidders that advertises when bids are 
due, what is required in the bid and how to get additional information.  Although there is a 
general template that we go by to advertise a project, each project is unique and requires 
coordination in terms of submittal requirements as well as staff and consultant (if applicable) 
scheduling for bid opening.  This typically takes a few days to a week to organize and 
coordinate.   
 
Once the advertisement is completed, staff makes a determination on where the notice should be 
placed. At a minimum the city is required to place the notice in the Covington Reporter, the 
city’s newspaper of record.  Generally, an advertisement is placed on the city’s website and 
based on the complexity and size of the project, staff may additionally opt to place the notice in 
the Daily Journal of Commerce. The typical lead time is one week to get a notice advertised in 
the paper.   
 
Placing the notice in a number of publications potentially gains more exposure for the city but it 
also costs more to advertise and coordinate.  That additional exposure does not always equate to 
more bids. The economy and marketplace, as well as the timing in the year have a lot to do with 
how many bids the city receives. Sometimes a lot of bid packages are requested but the number 
of final bidders is very low.  If the work is very specialized or has a significant amount of 
specialized work then that may eliminate general contractors because they can’t compete with 
the specialized contractors because they would have to subcontract too much of the work.  This 
portion of the bid process is typically the longest in duration.  The minimum time to advertise a 
project is two weeks and depending on the size of the project can be closer to 6 weeks in order 
allow a contractor to review the plans, request bids from subcontractors and assemble a complete 
bid package.    
 
At the bid opening, the city clerk reads the bids, makes sure that all requirements are met, and 
announces the potential winning bid. A log is kept of the bidders and their awards in compliance 
with the public records requirements. Once that step is complete, public works’ staff further 
reviews the bids to insure that all requirements are met before making the final award 
recommendation to council. Those steps would include verification of the contractor registration 
number and the unified business number (UBI#), industrial insurance coverage, employment 
security department number, state excise tax registration number, whether the contractor has 
been debarred, and other supplemental criteria as applicable. This typically takes a few days to a 
week to verify information, notify bidders and prepare for council.   
 
Council reviews the bid recommendation and votes on awarding the contract. Once the notice of 
the award is made, other items on the checklist include verification of insurance certificates and 
endorsements, submission of the performance and payment bond, the intent to pay prevailing 
wages, selecting the option for retainage, and signing the contract.  This typically takes a 
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minimum of two weeks for the contractor to put together all the correct information in order to 
issue a notice to proceed.    
 
Although the example above primarily discussed the construction contract process, the 
consultant design and/or the request for qualification (RFQ) process is very similar.  
 
For projects between $30,001 and $200,000, the city typically utilizes the Small Works Roster. 
Established in 2008, and centrally located with the Municipal Research and Services Center 
(MRSC), the Small Works Roster gives the city access to a number of contractors who provide a 
wide variety of services for both public works projects and consultant services for architectural, 
engineering and other professional services. This database of contractors provides a number of 
advantages for the city such as, efficiency in government; cost sharing; access to a large pool of 
contractors; ease of electronic search and notification; and potentially lower bids as competition 
is increased.  
 
Managing a growing list of capital projects requires familiarity with the bidding climate, 
attention to detail, project knowledge, strong leadership and relationship skills, and a willingness 
to make tough decisions as needed.   
 
 
CITY COUNCIL ACTION:           Ordinance            Resolution  _____Motion   __X___Other 
 

ASK QUESTIONS OF STAFF. 
 

REVIEWED BY:  City Manager; City Attorney; Interim Public Works Director 
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Agenda Item 3  
 Covington City Council Meeting 
 Date: July 9, 2013 
 
SUBJECT:  BRIEFING ON UTILITY TAX EFFECTIVE RATE 
 
PREPARED BY:  Rob Hendrickson, Finance Director 
                                          
ATTACHMENT(S): 
 1. Q&A from the Utilities and Transportation Commission 
  
EXPLANATION: 
A question has been raised by a citizen concerning the way utility companies pass along charges 
to their customers in order to collect utility tax.  

Per RCW 35.21.870, most cities in the state impose a utility tax on the gross income derived 
from the utility business not to exceed six percent (6%) on the following utilities: electricity, 
natural gas, telephone, or steam energy business. Other businesses such as cable television and 
solid waste are not restricted on how much may be charged.  

When a city chooses to implement a utility tax1

The Washington Utilities and Transportation Commission allows utility companies to reflect the 
rate of the city's utility tax based on the overall impact that the assessment of city utility tax 
creates. For example the state utility tax and state filing fee assessment are based on the same 
definition of "gross business income" as the city's utility tax, and therefore the utility must pay 
additional state tax on the city tax revenue. Even though the additional tax is paid to the state, the 
utility is allowed to show it as part of the city's utility tax calculation. (please see attachment 1 
for more detail) 

, it is charging the utility company directly on its 
gross revenues which are defined in the city’s ordinance (nominal rate). The utility company in 
turn may pass this charge on to its customers in order to recoup its costs (effective rate). In most 
cases, the utility taxes are levied on the gross operating revenues of the utility which include 
taxes owed by the utility and therefore the effective rate of the tax may be higher than the stated 
rate of 6% when you are comparing the utility tax charge strictly to the actual charge for service. 

RCW 82.15.050 offers deductions that may be included when computing the tax. Some cities 
such as Poulsbo2 have opted to make their deductions more restrictive by excluding “revenues 
derived from transactions in interstate or foreign commerce, or from business done for the 
United States and the state, or their officers or agents or any amounts paid by the taxpayer to the 
United States and the state, the city or to any political subdivision of the state, as excise taxes 
levied or imposed upon the sale or distribution of property or services, or as a utility tax.”3

                                                 
1 In the AWC 2010 Tax and User Fee Survey, 188 cities reported they impose a utility tax in Washington State. 

 

2 Other known cities who utilize this model include Edmonds, Lynnwood, Mukilteo, and Port Orchard. 

3 Poulsbo Municipal Code 3.36.060 
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When the Covington City Council adopted a utility tax4

 

 in 2007, they adopted the model that the 
majority of cities in the state utilize. The nominal rate at inception was 5.5% on all utilities 
which included electric energy, natural or manufactured gas, solid waste, telephone, and cable 
television business within the City of Covington. Initial collections began on February 1, 2008. 

This was revised to include the city’s surface water utility in 2012.5 In addition, the nominal rate 
was increased to 6%.6

 
 

As part of the adopting ordinance the following definition of a utility’s gross revenues was 
included:  

(6) “Gross income” means the value proceeding or accruing from the performance of the 
particular business involved, including gross proceeds of sales, compensation for the rendition 
of services, and receipts (including all sums earned or charged, whether received or not) by 
reason of investment in the business engaged in (excluding rentals, receipts or proceeds from the 
use or sale of real property or any interest therein, and proceeds from the sale of notes, bonds, 
mortgages or other evidences of indebtedness, or stocks and the like), all without any deduction 
on account of the cost of property sold, the cost of materials used, labor costs, taxes, interest or 
discount paid, delivery costs or any expenses whatsoever, and without any deduction on account 
of losses. 

In summary, the city has opted to define gross revenues for utilities in the same way a majority 
of cities have across the state.  
 
Given staff research it appears that cities make the determination on which model works best for 
their respective cities and that both are correct.   
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
4 Ordinance 16-07 effective December 10, 2007. 

5 Ordinance 08-12 effective May 30, 2012. 

6 Ordinance 14-11 effective February 1, 2012. This additional revenue raised by the 0.5% is dedicated to park 
maintenance.  
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FISCAL IMPACT:   
To estimate the fiscal impact if the city were change its nominal rate to account for the exclusion 
of state and federal taxes staff consulted MRSC. Judy Cox, finance consultant with MRSC, has 
devised a formula to explain how this would work. The following is her response: 
 
“Assume that a utility is charging rates that produce $100 of gross income a month and that its 
costs are $90.  The WUTC has approved the rate structure that gives the utility $10 profit. Now 
the city puts a six percent tax on gross income. After paying the tax, the utility has only $94 left 
and its profit falls to $4.  It goes to the WUTC, explaining that a tax has been put on and asks to 
raise its rates.  
 
“So how much should they raise rates?  At first glance, it would appear to be six percent to cover 
the tax.  But with a six percent increase, gross income would be $106, the tax due would be $106 
x .06 = $6.36 and after paying the tax, the utility has $99.64,  with its profit at $9.64 still lower 
than it was before the tax was levied.  To maintain its $100 income net of taxes and its $10 
profit, the utility must ask for a rate increase equal to (1/1-t)-1, where t is the city's tax rate.  In 
this case where t = 6 %, the required rate increase turns out to 6.38 percent and that rate is called 
the effective tax rate. 
 
“So if you wanted to have an effective rate of 6 percent, then you would have to lower your 
nominal rate to 5.66% and this would drop your revenues by 6 percent.”   
 
Applying that formula to the city in terms of dollars, it would translate to an annual 
revenue reduction of $128,408 (based on the 2013 forecast). 
 
CITY COUNCIL ACTION:           Ordinance            Resolution  _____Motion   __X___Other 
 

ASK QUESTIONS OF STAFF. 
 

REVIEWED BY:  City Manager; City Attorney 
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The following Q&A is from the Washington Utilities and Trade Commission website 
www.utc.wa.gov.  

City Taxes On Utility Bills 

June 2006 CA-505-2 

The city tax rate on my bill appears higher than the rate approved by the city government. 
Why is that? 

Many cities and towns in Washington impose a business and occupation tax on utilities doing 
business within its boundaries. These taxes are generally based on a percentage of revenues a 
utility collects from customers within the city or town. Local utility taxes levied in Washington 
are imposed directly on the utility, which is solely responsible for payment. Most natural gas, 
electric, and telephone utility companies in the state pass on these taxes to its customers. In 
addition to the actual tax rate, utilities also include a charge based on additional costs for billing 
and collection. This is why the bill shows the charge as the “effect” of city tax rather than, 
simply, city tax. 

It appears the utility is asking me to pay a tax on a tax. Is it legal to impose a tax on a tax? 
 
The “effect “of the city tax is not legally viewed as a tax on a tax. The city is taxing the utility 
company (business and occupation tax), not the individual customer. The amount shown on the 
bill as the "effect” of city tax is a tax on the company that the Washington Utilities and 
Transportation Commission (UTC) allows the utility to pass onto customers.  

Under state law, including UTC orders, utilities may impose an additional service charge to 
cover the cost of administering local or city taxes, e.g., billing and collection. One reason for this 
practice is so the UTC and customers can accurately determine what part of the local rates are 
due to local taxes. 

Customer bills also include a charge for federal excise taxes. The methods utilities use to 
calculate federal excise taxes are mandated by state and federal law. 
 
What is the legal basis for allowing utilities to charge for the increased "effect” of a tax? 

Since this charge is not a tax, but a part of a utility-service charge, it must be included in the tax 
base for federal excise tax purposes. Federal law requires that all charges included on the bill be 
included in the tax base. 

For example, the Internal Revenue Service has held that where a state or local taxing authority 
imposes a tax on the telephone company, rather than the customer, the effect of this tax may be 
passed on to the customer. The telephone company must include the tax in the federal excise tax 
base. This is true even though the “effect” of the tax may be shown as a separate item on the bill. 
Further, section 4251 (a) of the Internal Revenue Code imposes the federal excise tax on 
communications services. The tax applies to both local and toll service. This section requires the 

ATTACHMENT 1 
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excise tax be paid by the person paying for the service – the telephone customer. Section 
4254(a)(1) of the Code further requires that the tax be based on the sum of all charges for 
services on the bill. A company may not deduct costs or expenses from the base amount. 

Has the Washington State Supreme Court upheld this practice?  

Yes. The UTC first approved the recovery of costs to collect local utility taxes in an order 
entered on October 9, 1947. (See Fifth Supplemental Order, Cause No. F.H. 7229). The 
Washington State Supreme Court upheld this decision. The court found that these taxes were 
imposed on the telephone company rather than the customer. (See State ex. Rel Seattle v. 
Department of Public Utilities, 33 Wn.2d 896, 207 P.2d 712 (1949)). 

Have the federal courts addressed this issue? 

Yes. Since these local taxes are imposed on the company rather than the customer, they represent 
costs of doing business. The “effect” of these costs is passed on as an additional service charge 
for the company's services. Under Internal Revenue Code Section 4251, the company is required 
to calculate the federal excise tax by including all charges as part of the federal tax base. Federal 
courts have upheld this requirement when addressing state and local taxes. See Rev. Rul. 77 -
472, 1977·2 CB 379; Rev. Rul. 73-184, 1973-1 CB 455; and Rev. Rul. 69-151, 1969-1 CB 288; 
see also State of Minnesota et. al. v. U.S., 75-2 USTC ¶ 16,204, 525 F.2d 231 (8th Cir. 1975); 
Agron v. Illinois Bell Telephone Co., 71-2 USTC ¶ 16,014, 449 F.2d 906 (7th Cir. 1971). 
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Agenda Item 4 
Covington City Council Meeting 

Date:  July 9, 2013 
 

SUBJECT:  COUNCIL POLICY ON NORTHERN NOTCH ADVOCACY 
 
RECOMMENDED BY:  Richard Hart, Community Development Director 

 
 
ATTACHMENTS:  
1. Map of Northern Gateway Study Area 
 
PREPARED BY:   Richard Hart, Community Development Director 
           
EXPLANATION:  
The “Northern Notch” is identified in Covington’s Comprehensive Plan as one of several 
Planned Annexation Areas (PAAs).  In 2008 and 2012, the City Council, at the request of one of 
the major property owners in the notch, directed city staff to begin communicating with the King 
County Council and their staff, in an effort to add the 285 acre  Northern Notch to the Urban 
Growth Area (UGA). 
 
In 2008 and 2012 several councilmembers and staff spent a considerable amount of time 
attending various King County Council meetings, meeting with councilmembers, and discussing 
with King County staff the city’s ability to move the UGA line.  Despite the efforts, the Growth 
Management Planning Council (GMPC) and King County Council showed little to no support 
for including the Northern Notch in Covington’s UGA.  The primary reason was based on the 
city’s failure to meet all of the King County Countywide Planning Policies (CCPs), particularly 
the “Buildable Lands” threshold criteria and targets.   
 
As part of the Northern Gateway Study, the city’s consultants, Stalzer & Associates, updated the 
Buildable Lands Report and analyzed the available land within the city limits and existing UGA 
for future commercial and residential development based upon our population projections and 
other regional demands.  That updated study didn’t reveal any new data or support for the city’s 
inability to meet current and future growth targets within existing UGA boundaries. In addition 
the Hawk Property (totally within Covington’s UGA), directly southeast of the Northern Notch, 
contains about 130 acres of developable land already within the city limits of Covington (65% of 
the total Hawk property).  This Hawk property presents additional capacity for future residential 
and commercial growth within the city’s current UGA; therefore, additional land is not needed to 
meet buildable land targets.  This fact was cited by the GMPC, the King County Council and 
their respective staffs as another reason to not pursue adding the Northern Notch to the UGA in 
2012.  
 
As an alternative argument to the buildable lands data requirements and the CCP’s city staff and 
several city councilmembers also spent substantial time presenting information to the GMPC, the 
King County Council, and their respective staffs that the notch was incorrectly left out of the 
UGA boundary when the Covington city limits were created in 1997.  However, this argument 
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did not gain any political support or provide a compelling reason to override the buildable land 
and CCP requirements which Covington currently fails to meet.   
 
Based upon the most recent effort by city councilmembers and staff last year, and additional 
discussions with our King County Council member and various county staff and GMPC staff, 
there is little support to move the UGA boundary in the near future.   King County also indicated 
in 2012 that they would not be considering changing or adjusting the growth targets in the next 
four years as cities are doing their required GMA Comprehensive Plan Updates, due in June 
2015.  It will be difficult for the city to continue lobbying King County without changes to King 
County’s buildable lands policy and/or adjusted allocated growth targets. 
 
Currently the City Council has directed that a large amount of the Community Development 
Department staff resources be devoted to preparation of the Subarea Plan and Planned Action 
EIS for the Hawk property, which already is within the UGA.  This 210-acre site should provide 
substantial new commercial and residential land for future growth.  This process is very complex 
and time consuming for both the city staff and the Planning Commission and will continue at 
least through the 1st quarter of 2014, and possibly beyond, as we work thorough the 
implementation of the Development Agreement for the Hawk Subarea Plan.   In addition, there 
are many other work plan items underway for the remaining months of 2014 and beyond into 
2015, including completion of our GMA required Comprehensive Plan Update and various 
zoning and development code amendments that will require all available time from the city staff 
and Planning Commission.   
 
Staff thinks that the city’s economic development goals of increased regional commercial 
development, new areas for mixed use projects, additional land for residential growth of all 
kinds, and increased office space for our expanding health care and wellness employment niche, 
all of which will result in increasing sales tax revenues, can be achieved in both the Hawk 
Subarea and the existing Town Center.  With continuing limited staff time and resources, these 
two efforts must be the city’s highest priorities from an economic development and future 
growth standpoint. 
 
This raises the question of how much time and effort, if any, should be devoted to efforts of 
lobbying King County over the next few years to again consider the addition of the Northern 
Notch to the UGA.  Such efforts, based upon past experience, will take a substantial amount of 
staff time, not only from the Community Development Department, but also from city 
councilmembers and the City Manager’s Office.  If that UGA expansion advocacy effort was 
directed by the City Council, it would certainly require addressing the current and future 
priorities of the Community Development Department and the Planning Commission and mean 
other tasks would not be accomplished or have to be postponed, given current resources.  Other 
desired tasks would be squeezed out during the next several years, including potential work with 
the Town Center and accomplishing the council goal for implementing that vision.            
 
 
The GMPC staff, which is composed of several Planning & Community Development staff from 
numerous other cities in the region, is quite vested in strictly following the Buildable Lands 
thresholds and targets, holding firm to the language in the Countywide Planning Policies, and 
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adhering hard and fast to the policy statements of not expanding the UGA beyond its present 
boundaries when available land or re-developable land already exists within current city 
boundaries to handle future growth targets.  Any effort to overcome those obstacles, especially 
given our past experience in 2012, will obviously require a large amount of time, effort and staff 
resources.  It will certainly mean changing priorities for work tasks at the city staff level.   
 
That said, the staff is seeking guidance if a task should be added to the work plan and if time 
should be spent during the next few years prior to the 2016 decision point for King County on 
any additional UGA amendments.  This task would involve trying to reach beyond the 
deficiencies of Covington’s inability to meet the Buildable Lands threshold criteria, devoting a 
great effort to building a coalition of cities supporting our effort in 2014, potentially doing some 
additional costly data analysis, which will require more staff time or consultant time, and 
determining how to meet all of the GMPC criteria within the King County’s Countywide 
Planning Policies.   
 
ALTERNATIVES:   
1) No Action at this time on a council policy for Northern Notch advocacy  
2) Request further information from staff before providing direction on any advocacy policy 
 
FISCAL IMPACT:  
Depending upon the level of advocacy, there could be substantial impacts on staff resources and 
some dollar costs, including staff time lost and unavailable for other work tasks directed by the 
council in 2013 and 2014.  
 
 
CITY COUNCIL ACTION:  ____Ordinance     ____Resolution     ____Motion        X   Other 
 

Staff Seeks Council Direction on Time and Tasks Devoted to Lobbying 
for the Addition of the “Northern Notch” to the King County UGA 
between 2013 and 2015.   

 

REVIEWED BY:  
 
City Manager  
Community Development Director  
Finance Director 
City Attorney 
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Agenda Item 5  
 Covington City Council Meeting 
 Date: July 9, 2013 
 
SUBJECT:  COMMISSION EXIT INTERVIEW PROCESS 
 
RECOMMENDED BY:  Derek Matheson, City Manager 
                                          
ATTACHMENT(S): 

1. City Council Rules, Section 5, “City Advisory Committees” 
 
PREPARED BY:   Derek Matheson, City Manager 
 Sharon Scott, City Clerk 
 
EXPLANATION: 
The mayor has recommended that the City Council create a formal process to interview outgoing 
advisory commission members.  Staff is seeking high-level input from council to help staff 
prepare an amendment to the City Council Rules for future council review.  Following are 
questions, options, and recommendations to guide council’s discussion: 
 

Question Options Recommendation 
To whom should exit 
interviews be offered? 

1. All departing 
commissioners 

2. Commissioners who 
complete their terms but 
choose not to reapply 

3. Commissioners who 
reapply but are not 
reappointed 

4. Some combination of the 
above 

Option 1  

Who should conduct the 
interviews? 

1. Full council 
2. Council subcommittee 

(less than four members) 
created for the sole 
purpose of conducting exit 
interviews 

3. Individual councilmember 
assigned to particular 
commissions for the sole 
purpose of conducting exit 
interviews 

4. Staff liaisons to 
commissions 

5. City Clerk’s Office 

Option 1, 2, or 3, because  
commissions are appointed by 
and report to the council 
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Question Options Recommendation 
Who should initiate and 
schedule the interviews? 

1. Interviewer 
2. Staff liaisons to 

commissions 
3. City Clerk’s Office 

Option 3 

When should the interviews 
be scheduled? 

1. Prior to council pre-
meetings  

2. Prior to council meetings 
that do not have pre-
meetings (increasingly 
rare) 

3. Some other standard day 
and time 

4. Case-by-case basis 

Option 1, 2, or 3 

Should there be standard 
interview questions? 

1. Several standard questions 
2. Informal conversation 

only 
3. Some standard questions 

combined with informal 
conversation 

Option 3 

How should interview 
outcomes be reported to 
council, city manager, affected 
departments, and staff 
liaisons? 

1. Formal memorandum 
prepared by interviewer 

2. Formal memorandum 
prepared by staff liaison in 
consultation with 
interviewer 

3. Formal memorandum 
prepared by City Clerk’s 
Office in consultation with 
interviewer 

4. Informal email prepared 
by interviewer 

5. Verbal report by 
interviewer during 
council/staff comments at 
the next regular council 
meeting 

Option 4.  Further discussion, 
when necessary, could occur 
during council/staff comments 
at the next regular council 
meeting. 

 
ALTERNATIVES:  Discussed above. 
 
FISCAL IMPACT:  Staff time.   
 
CITY COUNCIL ACTION:         Ordinance         Resolution         Motion     X   Other 
 

PROVIDE INPUT TO STAFF 
 
REVIEWED BY:  City Attorney; Finance Director; Management Team (verbal only) 
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Covington City Council Rules of Procedure Page 4 

Adopted Pursuant to Covington Resolution No. 10-05 

  Permit audience participation at the appropriate times. 
  Require all speakers to speak to the question and to observe the rules of order. 
  State each motion before it is discussed and before it is voted upon. 
  Put motions to a vote and announce the outcome. 
 
C.  Presiding Officer, Question or Order.  The Presiding Officer shall decide all questions of order, 
subject to the right of appeal to the Council by any member. 
 
D. Presiding Officer, Participation.  The Presiding Officer may at his or her discretion call the Mayor 
Pro Tem or, in his or her absence, any member to take the chair so the Presiding Officer may make a 
motion or for other good cause yield the Chair. 
 
E. Request for Written Motion.  Motions shall be reduced to writing when required by the Presiding 
Officer of the Council or any member of the Council.  All resolutions and ordinances shall be in writing. 
 
 
SECTION 4. DUTIES AND PRIVILEGES OF COUNCIL MEMBERS. 
 
A.  Forms of Address.  The Mayor shall be addressed as “Mayor (surname),” “Your Honor,” or 
Mr./Madam Mayor.  Members of the Council shall be addressed according to their preference as 
“Councilmember (surname),” Councilor (surname),” or Mr./Mrs./Miss/Ms. (surname). 
 
B.  Seating Arrangement at Regular Meetings.  The Mayor shall sit at the center of the Council, and the 
mayor Pro Tem shall sit adjacent to the Mayor.  Other Council members are to be seated in a manner 
acceptable to the Council.  If there is a dispute, seating shall be in position order. 
 
C.  Dissents and Protests.  Any Council member shall have the right to express dissent from or protest 
against any ordinance or resolution of the Council and have the reason therefore entered in the minutes. 
 
 
SECTION 5. CITY ADVISORY COMMITTEES. 
 
A.  Establishment of Advisory Bodies.  The City of Covington’s Commissions, committees, and task 
forces provide an invaluable service to the City.  Their advice on a wide variety of subjects aids the 
Council in the decision-making process.  Effective citizen participation is an invaluable tool for local 
government. 
 
All City Advisory Committees are advisory to the City Council and are not authorized to take 
independent action representing the city with other agencies or bodies. 
 
These advisory bodies may be established by City Resolution or Ordinance if required by state statute. 
 
The enacting resolution will set forth the size of each advisory group, which will be related to its duties 
and responsibilities, the term of office of its members; a statement of its purpose and function; and time 
lines, if relevant to the scope of work. 
 

ATTACHMENT 1 
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Covington City Council Rules of Procedure Page 5 

Adopted Pursuant to Covington Resolution No. 10-05 

All Advisory Committee Meetings shall comply with the requirements of the Open Meetings Act (RCW 
Section 42.30). 
 
The Council may dissolve any advisory body that, in their opinion, has completed its working function 
or for any other reason. 
 
B.  Appointment to Advisory Bodies.  Vacancies shall be advertised unless otherwise directed by the 
City Council so that any interested citizen may submit an application.  Applicants are urged to be 
citizens of the City of Covington, but applications from residents living outside of the corporate 
boundaries may be considered if authorized by the resolution or ordinance establishing the advisory 
body. 
 
Appointments to advisory bodies will be made by the City Council during a regularly scheduled meeting. 
The Council shall interview applicants for reappointments unless otherwise determined by the City 
Council.  Every effort shall be made to interview each applicant except when an applicant lacks the basic 
qualifications as set forth in the applicable resolution or ordinance or when the gross number of 
applicants is so large as to be an undue burden on the Council’s schedule.   
 
Newly appointed members will receive a briefing by the Commission, Committee, or Task Force 
Chairperson and/or City staff regarding duties and responsibilities of the members of the advisory body. 
 
C.  Removal of Appointees.  Appointees to advisory bodies may be removed prior to the expiration of 
their term of office by a supermajority vote of the City Council. 
 
 
SECTION 6. COUNCIL COMMITTEES/APPOINTMENTS. 
 
A.  Council Committees.  Council committees are policy review and discussion arms of the City 
Council.  Committees may study issues and develop recommendations for consideration by the City 
Council.  Committees may not take binding action on behalf of the City. 
 
The City Council may meet for study or special project purposes as a Committee of the Whole or may 
establish Council subcommittees with three or fewer members. 
 
Council Committee structure shall be as determined by the City Council and may include: 
 
Council Committee of the Whole – (Seven Council members) 
 
Council Committees – Standing Committees established for special purposes, tasks, or time frames 
(three or fewer Council members) 
 
Subcommittees of the City Council – Ad hoc and informal working or study group (three or fewer 
Council members) 
 
Council Member Appointments – to task teams or City advisory boards, commissions and committees 
(three or fewer Council members) 
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Covington City Council Meeting 

           Date: July 9, 2013  
 
 
 
 

DISCUSSION OF  
FUTURE AGENDA TOPICS: 

 
 

July 23, 2013 – City Council Regular Meeting  
 

 (Draft Agenda Attached) 
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For disability accommodation contact the City of Covington at 253-480-2400 a minimum of 24 hours in advance.  For TDD 
relay service, dial (800) 833-6384 and ask the operator to dial 253-480-2400. 
 

Covington: Unmatched quality of life 
CITY OF COVINGTON 

CITY COUNCIL REGULAR MEETING AGENDA 
www.covingtonwa.gov 

 
Tuesday, July 23, 2013                                                                               City Council Chambers 
7:00 p.m.                                                                   16720 SE 271st Street, Suite 100, Covington 

 
CALL CITY COUNCIL REGULAR MEETING TO ORDER 
   
ROLL CALL/PLEDGE OF ALLEGIANCE 
 
APPROVAL OF AGENDA 
 
PUBLIC COMMUNICATION - NONE 
 
PUBLIC COMMENT Speakers will state their name, address, and organization. Comments are directed to the City Council, not 
the audience or staff. Comments are not intended for conversation or debate and are limited to no more than four minutes per speaker.  
Speakers may request additional time on a future agenda as time allows.* 
 
APPROVE CONSENT AGENDA 
C-1. Minutes:  July 9, 2013 City Council Special and Regular Meeting Minutes (Scott) 
C-2. Vouchers (Hendrickson)  
C-3. Accept Covington Community Park Project (Vondran) 
C-4. Accept Aqua Vista Project (Vondran) 
C-5. Contract Amendment #2 with Best Parking Lot Cleaning Inc. for Street Sweeping (Vondran) 
 
REPORTS OF COMMISSIONS 
• Human Services Chair Haris Ahmad:  July 11 meeting. 
• Arts Chair Sandy Bisordi:  July 11 meeting. 
• Parks & Recreation Chair Steven Pand:  June 19 and July 17 meetings. 
• Planning Chair Daniel Key:  July 18 meeting; July 4 canceled. 
• Future Meetings: Economic Development Council:  Next meeting August 22. 

 
NEW BUSINESS 
1. Proposed Amendments to Noise Regulations Ordinance (Klason) 
2. Developer Agreement Ordinance (Hart) 

 
COUNCIL/STAFF COMMENTS - Future Agenda Topics 
 
PUBLIC COMMENT *See Guidelines on Public Comments above in First Public Comment Section 

 
EXECUTIVE SESSION - Real Estate (RCW 42.30.110(1) (c)) 
  
ADJOURN  

Draft 
as of 7/3/13 
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