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SUBJECT:  
Proposed Motion 2009-0107 adopts the Memorandum of Understanding ("MOU") agreed to by King County Executive, the cities of Burien and Seattle and King County Fire Districts 2 and 11, regarding the annexation of the unincorporated area of North Highline.
BACKGROUND:
in June of 2008,  the King County Council adopted (and the member cities of the Growth Management Planning Council subsequently ratified) amendments  to Countywide Planning Policy LU-32.  The amendment set forth a conflict resolution procedure intended to break an impasse between the cities of Burien and Seattle over their respective plans for the future annexations of the North Highline area.

Through the fall of 2008, a facilitated mediation process was conducted, resulting in an agreed-upon MOU between King County, the cities of Burien and Seattle and Burien-Normandy Park Fire District ("FD 2") and Highline Fire District ("FD 11").
The MOU, which is binding until 2012, addresses several key elements that had been obstacles to the annexation of North Highline, including:  

· Establishment of adjusted annexation proposal boundaries agreed to by all signatories,

· A phased annexation schedule that allows for North Highline voters to vote for annexation proposals by Burien and Seattle,

· Agreement to draft and support state legislation that proposes changes to the state sales tax credit to cities to fund annexations in order to allow Seattle access to such credits,
 and

· Establishment of a framework to ensure adequate provision of fire and safety services, should the annexation proposals be approved by North Highline voters.

SUMMARY OF ANNEXATION MEDIATION SETTLEMENT

A. Memorandum of Understanding

1. Each city can exclusively pursue annexations within “Area X” (Burien) and “Area Y” (Seattle) through the end of 2011 without interference from the other city. 

2. Fire District 11’s Headquarters Station is removed from Burien’s proposed annexation area.

3. All parties will support legislation to amend sales tax credit statutes (RCW 82.14.415) to include Seattle and provide “parity” for Burien if it annexes Area Y after 2011.  (See Subsection C, below for a detailed summary of the proposed revisions.)
4. Annexation commencement deadline is extended from 2010 to 2015.

5. All parties agree to a transition framework to preserve and possibly improve fire and emergency services in the area.

B. Fire Service 

A key element of the MOU related to to the goal to support preservation and strive for improvement of current level of fire and safety services to North Highline and surrounding neighborhoods including: Arbor Heights, North Burien and unincorporated areas in South Park.

1. Fire District 2 continues their current service contract with Fire District 11 through to January 2012, regardless of annexation. The current agreement expires in November 2011.

2. If Burien successfully annexes Area X, Fire District 2 and 11 would expand their current service contract to include Area X.

3. Fire District 2 may need to reduce the rate of compensation in the new expanded contract to better reflect service costs.

4. The Fire Districts will start to put into place the details that would guide a Lateral Hiring process.

5. King County to identify county-owned property that could potentially become a new fire station for Fire District 2.

6. Seattle and Fire District 11 to work on service arrangements for areas such Arbor Heights and South Park.

C.  Revisions to Annexation Sales Tax Credit 

The following is a summary of the proposed revisions to the RCW 82.14.415) to address: 1) access to the program by Seattle and 2) funding “parity” for Burien if Burien annexes the northern portion of North Highline (or Area Y).
	Change
	RCW

Section
	Existing

Provision
	Proposed

Revision
	Effect of

Change

	1
	Sec. 1(1)
	Limits tax credit to cities with population under 400,000.


	Removes the population limitation.


	Allows Seattle to participate in the state sales/use tax program to cover municipal costs associated with an annexation.

	2


	Sec. 1(1)(a)


	Requires cities to commence an annexation by January 1, 2010 to qualify for the 10-year sales/use tax credit


	Extends the annexation commencement date to January 1,

2015.


	Gives cities an additional 5-year period to commence an annexation.

(Note: This relates to the proposed delayed effective date of July 1, 2011 for 0.85% sales/use tax credit. See Change 7 below)

	3


	Sec. 1(3)


	Two sales/use tax rates based on the population of the annexed area:

· 0.1% - population 10,000 – 20,000

· 0.2% - population. greater than 20,000


	Creates a 0.85% sales/use tax

category for an annexed area with

population greater than 18,000 provided:
· the annexed area is also claimed, or was claimed, as a Potential Annexation Area (PAA) by two or more cities ,and 
· one of the cities has a  population greater than 400,000.

Limits the maximum revenues generated under this new sales/use tax category to $5 million per fiscal year.
	Limits the new sales/use tax category to the North Highline area.  

(Note:  North Highline is in the PAA of both cities).

Sets the sales/use tax rate high enough to generate $5 million by Burien, but caps the amount of revenue made available to either city at $5 million per fiscal year.



	4


	Sec. 1(8)


	Criteria to be met before imposing the sales/use tax.
	Adds requirement to “certify” that the amount needed to provide services to annexed area is true/actual cost.
	Certification would ensure that no funds used to support service in the city’s non-annexed areas.


	Change
	RCW

Section
	Existing 

Provision
	Proposed 

Revision
	Effect of 

Change

	5


	Sec. 1(10)


	New subsection


	Requires state to stop sending revenues to city once the $5 million is reached under the

0.85% sales/use tax category.
	Additional assurance that neither city receives more than $5 million per fiscal year.



	6


	Sec. 1(11)(f)


	New subparagraph


	Defines a “Potential Annexation

Area (PAA).”


	Helps identify area where the 0.85% sales/use tax category applies. 
(Note:  PAA is a term specific to King County.)

	7


	Sec. 1(12)


	New subsection


	Delays the 0.85% sales/use tax category until July 1, 2011.


	Delays impact on state budget until next the

2011-2013 Biennium.


ACTIONS BY OTHER SIGNATORIES:
At the time of the transmittal of the MOU, it was anticipated that each signatory would approve it.

Both the Burien-Normandy Park FD 2 and Highline FD 11 have approved the MOU.  Likewise, the city of Burien has adopted the MOU with a revision that does not appear to substantially change the agreement, but rather inserts text agreed to by the other signatories.  Conversely, the Seattle City Council voted to reject the MOU, based at least in part, on concerns for fiscal impacts to that city.

Despite the rejection by Seattle, Burien is proceeding with plans to annex the southern half of North Highline, which extends north from the Burien city limit at Southwest 128th Street to 116th at one point (and 112th and 107th at other, less substantial junctures.
  Residents in that part of White Center will vote on August 18, 2009 on whether or not to join Burien. 

The Washington State Boundary Review Board process will provide a forum for the community's input on the proposed Burien annexation and, if any, subsequent annexation proposals by either city.

ATTACHMENTS:

1. Proposed Motion 2009-0107, with Attachments A through D
2. Map of Annexation Areas X and Y
� A sales tax credit is key to making most annexations pencil out for any city.   Such a sales tax credit has been available to the city of Burien, but the extension of a sales tax credit to Seattle has been problematic.  Efforts to gain legislative support for such an extension of credit have failed twice.  In an effort to improve Seattle's chances, Burien would support efforts to ensure that both jurisdictions have access to the sales tax credit.





� This action by Burien is consistent with the agreement wherein the city would file a revised annexation proposal before the Boundary Review Board in the early part of the first quarter of 2009, reflecting the boundary agreed upon in the MOU.  








