October 6, 2005

The Honorable Larry Phillips
Chair, Metropolitan King County Council

Room 1200

C O U R T H O U S E
Dear Councilmember Phillips: 

I am pleased to transmit to the Metropolitan King County Council this Financial Policy Ordinance, which will help to ensure sustainable economic prosperity by codifying certain budget policies and practices. 
This ordinance is an outgrowth of ongoing work toward goals set by the King County Budget Advisory Task Force’s July 2003 report, including such specific actions as:  containing employee health care costs, encouraging annexation and incorporation, creating efficiencies in government operations, and investing in technology that saves money. 
The ordinance is also affirmative proof that in making the tough choices necessary to achieve our stated goals, we rejected financial gimmicks and refrained from seeking short term solutions based on short term funding sources.  And we accomplished this while protecting, even enhancing, our core services.  

Not surprisingly, by taking this course of action we have maintained our exceptional bond ratings.  As noted by Moody Investment Services, “King County has maintained its strong financial position despite significant challenges…the County’s financial management focuses on a goal of maintaining fund balances between six and eight percent of revenues…The County has been invariably successful at meeting this goal.” 

However, we must remain vigilant.  As the economy recovers we can’t lose sight of our fiscal discipline.  As you know, much of our revenue structure is susceptible to the cyclical tides of the economy.  The message, however, is apparent. Don’t borrow against the future.  Rather, as this ordinance makes clear, we must choose instead to prepare for the future by protecting our savings and aligning long term initiatives with stable funding sources.
In transmitting this ordinance, I am proud to stand once again with Bob Wallace and John Warner, our task force co-chairs.  Together with these citizen leaders and all members of the task force we worked to prioritize essential government services.  The task force co-chairs were instrumental in the development of this ordinance and nearly every member of the task force supports its adoption.   
The council has been there every step of the way proving time and again that this government, working directly with its citizens, does things right.  I am proud to say that this council has set a high bar for all future councils.
To safeguard these successes for future generations, this ordinance does the following: 

· Mandates that King County maintain a minimum of 6 percent of the general fund in reserve and a minimum of $15 million in sales tax reserves; 
· Requires that King County dedicate no more than 5 percent of its revenue to payment of debt service; 
· Prohibits replacement of federal, state or local grant funds with county current expense funds; 
· Implements an out-year scoring requirement, classifying expenditures and funding sources as one-time or ongoing prior to adoption by the council, to protect against future deficits; and 
· Prioritizes current expense funding services as stated below: 
1. Public safety and public health are the highest priority of county government.
2. Services mandated by state law shall be prioritized over services that are discretionary.
3. Services provided on a regional basis shall be prioritized over local services.
4. Unincorporated local services shall be prioritized over local services in cities.
5. Direct services to the public shall be prioritized over administrative functions.
6. Fees shall fully recover the cost of providing services, considering the needs of low-income citizens and seniors as appropriate.
7. Contracts for services with cities or others shall fully recover costs to the county of providing such services.

8. Current expense revenues shall not be used to replace reduced or eliminated federal or state-funded grant programs.
9. It shall be a top priority of government to invest one-time money and unanticipated revenues to facilitate in the annexation or incorporation of unincorporated King County by 2008. 
Passage of this ordinance will preserve and advance the gains produced by prudent management, especially those that have come in response to our task force recommendations.  With this ordinance, you will create a legacy of the wise decisions you have made by mandating these sound financial policies to guide the budgetary actions of future County Executives and County Councils. 
I look forward to your passage of this ordinance and to the assurance that we will continue in a tradition of sound fiscal policy for the residents of King County. 
Sincerely, 

Ron Sims

King County Executive 
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