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SUBJECT

An ordinance amending the Mitigation Payment System (“MPS”) program fee schedule and road project list to reflect the City of Covington’s decision to terminate its interlocal agreement with the County for the reciprocal collection of transportation impact fees.   

SUMMARY

In late July 2010, the City of Covington notified the County of its intent to terminate its interlocal agreement (“ILA”) with the County for reciprocal collection of MPS fees (Letter, Attachment 4).  The termination notice complies with Section 10 of that ILA.  The City’s letter identifies October 1, 2010 as the date to stop collecting fees under the ILA.

The proposed ordinance amends the County MPS fee schedule and road project list to reflect the City’s decision.  Only the roads on this list are eligible to receive MPS revenues. The residential fee schedule in K.C.C. 14.75.040(F) is amended to reduce each service district’s MPS development fee by the amount that reflects the impacts of development on Covington transportation facilities.  For some service districts, the Covington-related impact is minimal – in the range of $0 to $4.  For service districts closer to Covington, the Covington component of the fee may be more than half of the total, in some cases exceeding $1,000.  The proposed ordinance also deletes ten City of Covington road projects from the MPS project list in K.C.C. 14.75.100(E).  
Any fee collected after October 1, 2010 that would have gone to Covington will instead be returned to the developer.  Because the proposed ordinance eliminates funds for Covington, it does not affect the Road Services Division’s 2010-2011 adopted biennial budget and future budgets.  Covington’s decision will have a small revenue impact on the County, as Covington will no longer give the County any revenue from development fees collected within the City.
BACKGROUND

King County’s transportation impact fee system, the MPS, is authorized through K.C.C. 14.75.  The purpose of the MPS program is to provide funding for road improvements necessary to mitigate the traffic impacts of new development on the County’s roadway system.  The program is designed to ensure that new developments pay a proportionate share of the cost of new transportation facilities that serve that development.  MPS projects are to be funded by a mix of MPS fees and other sources of public funds, not solely by MPS fees.  

The MPS program divides the unincorporated area into approximately 230 service districts.  For each service district, the MPS residential fee is established through a computer traffic model’s determination of the impacts on the road system of new development in that service district.  The fee for each district includes impacts on the roads in the unincorporated area and in the three cities that have reciprocal ILAs with the County - Newcastle, Redmond, and currently Covington.  Issaquah withdrew from its ILA effective November 2009.  Non-residential developments pay individually calculated fees determined by the same computer modeling system.  The fee collection allows the County and these cities to collect fees for impacts on their respective transportation facilities caused by developments in other jurisdictions, and help to create a more regional approach to implementing the program.  
In 2003-2010, the County paid Covington $744,205 and Covington paid the County $354,067 as a result of the reciprocal agreement.  Since its inception in 1991, the County has collected approximately $68.2 million in MPS fees to help fund County road projects.  This figure includes the funds received from Covington, Issaquah, Newcastle, and Redmond, but does not include the funds paid to these cities.
ANALYSIS

The proposed ordinance amends the fee schedule to delete the portions of each service district’s MPS fee related to the impact of development on Covington projects.  The list of eligible projects is amended to delete the Covington projects.  Both changes are consistent with, and necessary to implement, the City’s decision to terminate its interlocal agreement with the County, as permitted under section 10 of that agreement.
AMENDMENTS

None at this writing.
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