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November 6, 2006
The Honorable Larry Phillips

Chair, King County Council

Room 1200

C O U R T H O U S E


Dear Councilmember Phillips:

I am pleased to transmit legislation authorizing the execution of an interlocal agreement (ILA) with Auburn to annex its two large Potential Annexation Areas (PAAs), Lea Hill and Auburn’s West Hill, by January 1, 2008.  This agreement is one of four ILAs I will transmit this month that together constitute a major stride toward implementing the county’s Annexation Initiative, approved by Motion 12018 in September 2004.  Combined, these agreements address the potential annexation of over 100,000 urban unincorporated residents in East Federal Way, Lea Hill/West Hill, Skyway/West Hill, the East Renton Plateau, Benson Hill, and Fairwood.   

Consistent with the guidelines established in Motion 12018, each ILA: 

· Establishes a timeline and process for annexation. 

· Requires the city to assume ownership, as-is, of local park and surface water management facilities and properties in these areas.  

· Allocates annexation incentive fund dollars in amounts calculated based on the timing of the annexation and the amount of Current Expense Fund (CX) savings that can be realized by King County.

In sum, through these four agreements, I am proposing to utilize $7.35 million of the $10 million CX annexation incentive reserve; all of the $2 million Real Estate Excise Tax (REET) II annexation incentive reserve; and the entire $4 million roads annexation incentive capital project funds in the form of roads overlay improvements in the area to be annexed.  These funds will support annexation of five of the ten major urban unincorporated areas, representing nearly 50 percent of the ten major PAAs’ population and 48 percent of the $23.4 annual urban local service deficit estimated for 2007. 
$7.1 million of CX annexation incentive funds proposed for use in the ILAs are premised on the future potential for CX savings generated from these annexations.  The savings analysis, attached to this transmittal letter, shows the county recouping these investments by 2012; with considerable savings to the CX Fund every year thereafter.  The remaining CX, REET II, and road annexation incentive capital, I am proposing to offer as premiums for cities committed to accelerated annexations.  

Achieving savings through annexation, and recouping CX incentive funds, will require fiscal discipline in implementing future budgets.  While no specific agency targets have been identified yet, it is important to note that 64 percent of CX expenditures in these PAAs support sheriff operations in these areas.  The difficult reality facing the county is that the majority of savings under any scenario will therefore be achieved by reductions in the non-contract portion of the Sheriff's Office budget. A service change of this magnitude requires significant planning which I am pleased to report we have begun through the King County Operational Master Plan recently launched by the Office of Management and Budget. As the 2007 budget deliberations begin, I also ask that the county council be mindful that resource needs identified today will likely be dramatically different in the near future. 

Specific notes about the Auburn agreement that I would call to your attention are as follows:

This agreement addresses the annexation of Lea Hill and Auburn’s West Hill, population 15,000.  The amount of annexation incentive funds proposed for this agreement totals $1.75 million, comprised of $1.25 million in CX funds and $500,000 in road overlays to be completed by the county’s Roads Division in the PAAs prior to annexation effective date but after the city has irrevocably committed to the annexation following a successful election.  Further, although West Hill PAA is not one of the ten largest remaining PAAs, if the Lea Hill annexation is rejected by the voters, this agreement would nevertheless grant the city ten percent of the total incentive package for annexing West Hill.  I am recommending this small award for West Hill in consideration of the aggressive annexation schedule that Auburn is prepared to undertake.   

Annexation of this area together with the proposed near-term annexation of the adjacent East Federal Way PAA would be a significant benefit to the county in terms of redeployment of our limited resources.  

There are two issues of note unique to this agreement.  First, it calls for preservation of the current urban separator zoning of Lea Hill, for as long as that zoning remains in place for the area in the King County Countywide Planning Policies.  Second, it calls for the city to assume ownership of the roads bordering the agricultural production district where adjacent to the West Hill PAA, in order to reduce the burden on the Sheriff’s Office and Roads Division. 

Based on securing budget reductions in direct local service expenditures alone, fiscal benefits to the county’s CX Fund from the successful annexation of Lea Hill and Auburn’s West Hill, may be as large as $350,000 annually and as large as $800,000 if reductions are made across all CX Fund agencies no longer providing local services to the area.
The Auburn agreement, in combination with the other annexation agreements transmitted this month, represents the culmination of over a year of work by our staff and the cities.  I am optimistic that additional agreements will be forthcoming in the next six months with the cities of Kent and Kirkland.  The Annexation Initiative remains a key part of our longer term efforts to secure financial stability for King County government by realigning our service responsibilities to match our revenues and to implement the regional land use vision encompassed in the Countywide Planning Policies.  

Given the significant amount of work that the cities must undertake to meet the annexation timelines they are prepared to agree to, I would respectfully request council action on the Auburn agreement before the end of this year. Please contact Bob Cowan, Director, Office of Management and Budget (OMB) at 296-3434 if you have any questions. I appreciate your favorable consideration of this agreement and thank you for your continuing support of the Annexation Initiative. 

Sincerely, 

Ron Sims

King County Executive

Enclosures

cc:
King County Councilmembers



ATTN:   Ross Baker, Chief of Staff




   Shelley Sutton, Policy Staff Director




   Anne Noris, Clerk of the Council


Bob Cowan, Director, OMB


Elissa Benson, Annexation Initiative Supervisor, OMB

