
A Joint City Position 

The Cities’ Suggestions for Inclusion in the King County Budget Advisory Task Force’s Recommendations 

Introduction

Actions have consequences; recent actions to resolve the County’s budget woes have had significant negative consequences for cities and on the problem-solving environment. The cities of King County
  have developed this joint position concerning solutions to the County’s fiscal challenges and offer it for your consideration.  As a matter of principle, the cities believe the following:  

·  “Urban subsidy” revenue, the $41 million now agreed to represent a diversion of regional dollars into local unincorporated services, should be re-directed into regional service as soon as possible
; 

· Motivating annexations past the present point of stalemate will require compromise and a shared responsibility for success, including the possibility of reducing the present service levels in urban unincorporated areas;  

· King County should refrain from delegating services to cities as a solution to its fiscal problems; this results in shifting the costs to another political subdivision representing the same taxpayers, risking the future relevancy of the County as a regional government;  

· King County should seek a way of actively collaborating with its cities in designing solutions; the current unilateral actions are negatively impacting services systems and discouraging regionalism.       

Cities are not mere stakeholders in King County’s future; cities are peer political subdivisions with overlapping responsibilities and a shared revenue base.  Cities are equally affected by revenue loss and much of the statutory inflexibility plaguing King County.  To date, cities have created solutions to the county’s jail cost issues, the regionally-created parks and pools cost issues, and now may be forced to create more municipal courts, if the County persists in the executive decision to cease providing a centralized court service.  

The ‘urban subsidy’ and unincorporated services

The County must take affirmative steps to extinguish the urban subsidy, returning regional revenues to the provision of regional services.  At present, the County Budget Office reports that the expenditures in unincorporated areas exceed revenues derived from these areas by $41 million, i.e., the urban subsidy.  These funds should be returned largely to regional service delivery.

1. As a policy goal, the County should adopt the principle that revenues derived from all taxpayers, whether they are located in unincorporated areas or cities, shall be used to pay for services available to all county residents,  by a certain date

2. The County should collaborate with cities in establishing an agreed level of service in rural areas, and the conditions on which that subsidy will be politically supported by cities, to assure future acceptance of this use of regional funds.   

3. The County should collaborate with cities in establishing exactly how the $41 million will be extinguished, addressing whether those funds should be immediately redirected to regional services or should be directed to the improvement of infrastructure in the PAAs
.

4. The County should institute a moratorium on residential building in the PAAs until such time that the unincorporated expenditures and revenues are balanced.  

5. The County should continue to pursue revenue authority that brings parity to unincorporated areas, such as the city-supported utility tax.  This authority, if imposed at the existing city rate of 6%, could raise as much as $32 million in additional revenues.

Regional service delivery

The County’s current expense fund must support a mix of regional services, delivered to citizens throughout the County.  Cities find the categorization of services as mandatory or discretionary to be misleading, as these categories tend to distort practical realities about the levels of service and about the multiple roles of the County in an urban environment.  Focusing on mandated services, such as courts, corrections, records and elections, discounts the county’s role as administrative agent for pass-through funds and the need for important programs like public health and human services.  

6. The County should adopt a financial policy that allocates property tax revenue collected from the road levy,  and 85% of the sales tax from unincorporated areas, as the revenue base for local services in unincorporated areas.  All remaining property tax and sales tax revenue should be allocated to regional services.      

7. Before dropping existing lines of services or adopting new ones, the County must consult with the cities.  Eliminating court services or adding a solid waste export program are major decisions that impact other services, citizens and rate payers.  These decisions call out for collaborative policy discussion among all affected governments.   

8. The County should acknowledge that some actions have moved problem-solving downstream to cities, thus avoiding solution at the county level.  Individually and in partnership,  the cities solved the misdemeanant incarceration problem and the need for some one to take responsibility for County parks and pools operations.  The characterization of these actions as County solutions misstates the true nature of the actions taken and risks the relevancy of the County as a centralized, regional government.

9. The County should examine mandatory services for duplication of specialized equipment and personnel when those services are provided by cities or could be provided by the private sector.  For example, certain limited use services, like the SWAT team, should only be provided by the County or the cities.   

The ‘urban subsidy’ and annexation

Approximately 198,000 residents live in areas targeted for annexation by cities. The Growth Management Act and the Countywide Planning Policies recognize the necessity of bringing these residents into cities.  Providing local services to these areas is expensive for King County, but financially unaffordable for cities.  However, the cities and County must pursue active collaboration to increase the likelihood of annexation in the near term. 

10. The County should collaborate with cities in identifying economic incentives for annexations and in seeking legislative support for those incentives.  These might include removing restrictions on revenues such as the road fund, or increasing revenues in unincorporated areas to more closely match the cost of service, e.g., through the unincorporated areas utility tax.  

11. The County should remove existing labor policy obstructions that prohibit cities from contracting with the County to provide services in the PAAs.  Adjacent cities can often provide services to these areas more efficiently.

12. The County should consider adopting zoning and development plans and ordinances of the cities with adopted PAAs, so that development occurring prior to annexation is consistent with the cities’ standards, and contracting with the city for planning and permit services.

13. The County should refrain from actions which hinder or discourage annexation, such as the recent introduction of SB 5689, which serves to reduce the motivation or ability to annex these areas.   

14. The County should refrain from characterizing cities as unilateral annexation agents. Rather, the executive and district councilmembers, together with city officials, should collaborate on how to create a political environment supportive of annexations.       

Budget strategies:  Expenses and revenues

The County has made significant progress in cost-saving initiatives in recent years and cities commend them for these efforts. Suggestions here are largely best practices applicable to all governments; this list is not exhaustive.  Cities do believe that more work on services, service levels and policies is required to exhaust the potential of existing funds.  Any new revenue authority, including cost recovery considerations, requires consultation and agreement of cities, taking into account the overall tax burden and long term implications of these choices on our governments’ shared population. 

15. The County should continue financial analysis of functional service areas, both mandatory and discretionary, and review the level of service, benchmarks and/or performance measures for these services.  These performance expectations or levels represent policies that may be subject to modification. 

16. The County should provide transparency in its budgeting, to improve segregation of costs between incorporated and unincorporated areas and urban and rural areas. The separation and attribution of expenses will be critical to the cities’ ability to support any subsidization of local services in rural areas.

17. The County must find motivational ways to save money, rewarding employees for cutting costs, rather than rewarding divisions or functions that see increased costs. 

18. The County should continue to examine the role of overhead in the current expense fund, in the enterprise funds, and in the pricing of interlocal contracts.  While steady improvement has occurred, this remains a concern especially in evaluation of interlocal contracts for service. 

19. The County should continue to examine expensive discretionary services within mandated service areas, e.g., marine and air patrols, and pursue alternative service delivery ideas, such as contracting with cities.  

20. The County should actively challenge obstructions to efficiencies, such as the labor contract provisions and internal policies limiting the ability to contract out services to cities.  Where needed, the County should partner with its cities in seeking legislative corrections, and take on the hard task of discussions with its labor representatives regarding the long term impacts of restrictions.

21. The County must seek the cities’ agreement in seeking new revenue streams.  Both cities and the County share the same taxpayers and tax bases.  When that agreement is not first sought, County initiatives are unlikely to garner support. When that agreement is sought, it is more likely that the initiative will be successful. 

22. The County should be cautious in seeking dedicated revenue streams for individual service areas.  A primary component on the Tri-Association legislative agenda requests that the legislature reverse previous dedication or limitations on fund use.   

23. The County should partner with its cities in resisting unfunded mandates, existing or new, from both the federal and state governments.  

Comprehensive analysis, governance and long term planning:  

Recent choices of action by the County in addressing fiscal issues concern cities.  Successful shared policy initiatives require hard work and multiple discussions among many constituent bodies. The cities believe that a more comprehensive and systemic analysis of King County’s future will better serve the county and its cities.  
24. In the short term, the County must improve the processes governing executive and council work, placing more reliance on program staff and less on duplicative analysts. Also, duplicative media offices and strategic planning staff should be consolidated. 

25. The County should tie its disparate task force and commission efforts into a comprehensive effort.  Single-issue recommendations need some congruence with other recommendations.  The inability to identify a shared strategic vision for the County and, most importantly, how these recommendations work together may further erode voter confidence in all local governments’ ability to solve problems. 

� Staff from several cities, including Bellevue, Seattle and member cities of the Suburban Cities Association Management Board, took part in the creation of this paper.   


� Definition of urban subsidy is consistent with the meaning, “expenditures for local services exceed local revenues,” and with the Option I definition of revenues, contained in the Unincorporated Budget chapter from the Executive’s Proposed 2003 Budget. 


� PAA is a potential annexation area, an urban area within the Urban Growth Area that is expected to be annexed to an existing city or, in the alternative, incorporated as a new city.  Under the Countywide Planning Policies adopted pursuant to the Growth Management Act, most of these areas were formally claimed by cities, indicating an affirmative policy of working toward absorbing these PAAs into the city.   
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