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Executive Summary

Study Purpose

This report provides Petrovitsky Corridor residents and businesses with reliable and unbiased information to aid in making well-informed decisions about their future.

Residents are likely to have four primary questions when thinking about their local governance options:

1. Would a newly-incorporated city be financially feasible?

2. How might our services or taxes change if we annex to a neighboring city (in this case, the City of Renton)?

3. Is maintaining the status quo a viable option?

4. What do my neighbors think about these options?

This report is intended to help answer these questions.

To determine the feasibility of incorporation, this report includes a rigorous assessment of the study area’s financial position, evaluating the revenues available to a hypothetical city and the likely expenses such a city would incur.  The assessment of annexation compares virtually all of the governmental services that would change upon annexation, comparing service levels and expenses for each service provided by King County or the current provider with those of Renton.  Finally, to inform residents about what others in the area are thinking, the report includes results of a public survey of Petrovitsky Corridor residents to identify current attitudes about both governmental preferences and the delivery of public services.

This report examines issues of governance from the perspective of Petrovitsky residents and businesses.  This is not an assessment of whether annexation would be desirable from the viewpoint of the City of Renton.  Clearly, Renton will have questions about what effects annexation might have on its budgets, and about how annexation might aid them in achieving their long-term goals.  In some instances, an area may cost more to serve than the revenue it would produce if it were annexed.  Conversely, some annexations are advantageous to cities because they produce more revenues than the cost of providing public facilities and services.  This study does not determine whether either of these scenarios is true for Renton, nor does it provide any analysis of the net benefit or cost to the City.

Study Area

The Petrovitsky Corridor is an urban unincorporated area located Southeast of Renton approximately bounded on the North by SR 169 and the City of Renton, on the West by Renton and Kent, on the South by SE 208th Street, and on the East by the Urban Growth Boundary.  For purposes of this study, the area we refer to as the Petrovitsky Corridor (or Petrovitsky) includes, among others, the neighborhoods of Fairwood, Cascade, Benson Hill, Shady Lake, Spring Glen, and Lake Desire.  A map including the boundaries of the study area can be found on page 3 of the main body of the report.

Background

The statutes of the Washington State Growth Management Act encourage all unincorporated areas within the Washington State’s identified urban areas to pursue incorporated status either through annexation or incorporation.  State law (RCW 36.70A.110) provides the underlying rationale for this policy: “In general, cities are the local government most appropriate to provide urban governmental services.”
In response to the direction of the Growth Management Act (GMA), in the early 1990s King County and the suburban cities worked together to develop a framework of policies, called the Countywide Planning Policies, to guide jurisdictions as they planned for the future.  Among other things, the Countywide Planning Policies call for the annexation or incorporation of all unincorporated areas within the urban growth boundary within a 20-year timeframe (1992 – 2012).

The Countywide Planning Policies anticipate that, as this 20-year transition proceeds, the role of county government will evolve into one of providing regional services on a countywide basis and providing local services only to rural areas outside the Urban Growth Boundary
.  King County will, however, do its best to provide local services to unincorporated urban areas during this transition.

Given the clear direction of the Growth Management Act and the Countywide Planning Policies, King County government has tried to facilitate the governance transition of unincorporated urban areas.  This report represents the County’s effort to assist the citizen’s of the Petrovitsky Corridor in determining which governance option is best suited to the needs of the community.  The King County Council allocated funding in the 1999 budget in order to make this study possible.

In June 1999, a group of residents from the Petrovitsky Corridor presented King County with a letter requesting a study assessing the governance alternatives available to the area.  In November 1999, the Office of Regional Policy and Planning hired a consultant team led by ECONorthwest to prepare this governance options report.  ECONorthwest’s team included staff from Henderson, Young & Company and GMA Research Corporation.

Throughout the development of this options report, the consultants received valuable assistance from the members of the Petrovitsky Community Advisory Panel (CAP).  At all stages of the analysis, the members of the CAP served as advisors and as voices for the community, providing important insights into the perspective of Petrovitsky residents, businesses, and community groups.  The Panel’s assistance has been of great value in determining both the direction and the structure of this analysis.

In addition to the assistance and direction provided by the Community Advisory Panel, the consultants also received substantial assistance from County staff and from staff at the City of Renton.  Representatives of each of these jurisdictions invested a great deal of time and effort to ensure that this report would provide accurate and comprehensive data describing levels of services, costs, and rates of taxation within their jurisdiction.

What Are the Governance Alternatives?

Under the Growth Management Act, residents of urban unincorporated King County generally have three governance options:

1. Preserve the status quo – remaining part of unincorporated King County as long as possible.

2. Incorporate as a new city.

3. Annex to an adjoining city – in this case, the City of Renton.

As directed by the Countywide Planning Policies, in recent years the cities of Renton and Kent have worked together to identify potential annexation areas (PAAs) in the Petrovitsky/Soos Creek vicinity.  As a result of that process, the area included in this study has been identified in Renton’s comprehensive plan as part of its potential annexation area.  (The unincorporated are to the south of the Petrovitsky study area is part of Kent’s PAA.)  Therefore, Renton would be the city to which the Petrovitsky study area would annex if the residents and the City of Renton were to make that choice.

Preserving the Status Quo

When asked in the opinion survey what form of governance Petrovitsky Corridor residents preferred, a full 62 percent of respondents to the survey said that they preferred the status quo.  As it was worded in the survey, the respondents indicated that if they had to choose today, the best choice for the Petrovitsky Corridor would be to “stay as it is – part of unincorporated King County.”  Of the remainder, 22 percent favored annexation, and 12 percent favored incorporation.  While these responses shed some light on current attitudes, they also raise some important questions.  First among these questions may be: “Is the status quo a viable, long-term option?”

Is preserving the status quo really an option?

The answer to this question depends upon what one means when one says, “I want to preserve the status quo.”  If one means, simply, “I want to remain part of unincorporated King County.” – then that is entirely possible.  While State and county policies encourage unincorporated urban areas to pursue incorporated status, under current law it is not possible to force a community to either incorporate or annex to a neighboring city.

If, on the other hand, one thinks of preserving the status quo as, “I want the Petrovitsky Corridor to remain unincorporated, and I want to continue receiving the same levels of public services.” – then maintaining the status quo becomes less certain.

As directed by Growth Management Act statutes, King County is now encouraging all unincorporated areas within the Urban Growth Boundary to pursue incorporated status.  Areas that generate large amounts of revenue compared to their costs-to-serve are the most attractive areas for annexation or incorporation.  As these areas with the best “balance sheets” are subtracted from King County’s revenue and cost pools, one would expect the resources available to the County for providing local services to remaining unincorporated areas to come under pressure.

This report does not include an extensive analysis of the effects of maintaining the status quo in the Petrovitsky Corridor.  Instead, it focuses on the two options for the area to achieve incorporated status: incorporation as a new city and annexation to Renton.

Is Incorporation Feasible?

The majority of residents who responded to our public survey indicated that incorporation was the least attractive of the available alternatives.  If “staying as it is” remains an option, then 62 percent of respondents preferred that alternative.  If remaining with the status quo is not an option, then 48 percent of respondents indicated a preference for annexing to another city versus 34 percent for incorporation.

Does Incorporation of the Petrovitsky Corridor Appear Financially Feasible?

Does incorporation appear financially feasible?  Probably not today, but perhaps in the future.  If the Petrovitsky Corridor were an incorporated city today, given current tax-rates and costs-of-service, the revenues available to fund day-to-day expenditures would probably exceed the city’s day-to-day costs.  However, the revenues available for capital investments would likely be insufficient to finance the level of investment the area receives as part of unincorporated King County.

Our baseline analysis finds that, if the Petrovitsky Corridor was an established city in the year 2000, and if it provided similar levels of service to those now enjoyed in the area at similar tax rates, the city could expect to generate day-to-day operating income of $11.9 million, slightly greater than their day-to-day operating costs of  $10.6 million.   However, given the relatively slim margin between the estimated revenues and operating expenditures, it appears that the proposed city would be unable to match the $3 million plus of capital investment King County has provided in recent years.

One primary reason for our finding of infeasibility is the passage of I-695, and with that passage, the ending of the Motor Vehicle Excise Tax.  In many ways, the Petrovitsky Corridor is similar to other recently incorporated cities in King County.  While the area does not have a large tax base, the area does have the ability to generate property and retail sales tax revenues (per resident) that are similar to other existing cities in King County.  The difference this time around, and a primary reason for our finding of infeasibility, is the loss of Motor Vehicle Excise Tax revenues, and as a result, the loss of funding for sales tax equalization distributions for sales-tax-poor cities.   If the Motor Vehicle Excise Tax remained in existence, we estimate that an incorporated Petrovitsky Corridor would stand to receive an additional $3 million or more in state-distributed revenues each year.  Given these additional revenues, an incorporated Petrovitsky Corridor would likely be financially viable.

Is There Any Way an incorporated Petrovitsky Corridor Could Support Itself?

Yes, but not at existing tax rates and levels of service.

The question this analysis asks is: 

“If an incorporated Petrovitsky Corridor existed in year 2000, would existing tax levels generate enough revenues to allow the city to deliver existing levels of local service?”

This question provides a useful bar for judging feasibility by introducing two constraints: 1) revenues the city would receive should be consistent with existing taxes and fees, and 2) estimates of expenditures should be based on what it would cost to provide existing levels of service.  However, if residents were to choose to relax either of these constraints – allowing tax rates to increase and/or local-service expenditures to decrease – then an incorporated Petrovitsky Corridor would probably be financially feasible.

What Would Annexation Mean for Petrovitsky Corridor Residents?

When our surveyors asked the question “If you had to choose today, which do you think is the best choice for the future of the Fairwood/Petrovitsky area?” 22 percent of respondents indicated that they would prefer annexation to Renton.  When asked what they would prefer if “staying as it is” were not an option, 48 percent of those surveyed indicated a preference for annexing to Renton, compared to 34 percent who preferred incorporation, and 18 percent who either refused to choose or did not know.

Respondents to the survey indicated that they valued a range of both tangible and intangible services linked to their local governance.  Of the intangible issues, many indicated that efforts to address traffic problems were important to them and had not yet met their satisfaction.  Among the tangible services, respondents reported the most important were police and fire protection.  In addition, as one might expect, respondents indicated that they care a great deal about the level of local taxes.  In fact, a fear of increased taxes is likely the greatest obstacle to citizens committing to changing their current form of local governance.

In the case of annexation, it is possible to compare some of the existing tangible services and costs in to those in Renton.  In regard to police services, for example, one can ask, “When someone calls 911, how long does he or she have to wait before a police officer arrives?”  Similarly, one might ask, “Given the quality of services Renton’s police department provides, how much does that service cost the City’s residents?”  How attractive a particular governance option looks depends on what services a resident most values.  If low taxes are important, then on the surface at least, remaining part of unincorporated King County looks better than annexing to Renton.  If police response time is important, then Renton looks best.

Based on comparisons of a wide range of services, some of the more important findings include:

· Taxes:
For a typical household
 in the Petrovitsky Corridor, annexation to Renton would result in a net tax increase of slightly less than $190 per year.  This increase reflects the cumulative impact of changes in four tax categories:

1. Increased property taxes – for a house located in the Kent School District and Fire District 40, annual property taxes would have been $91 higher in 2000 if the area were part of the City of Renton.

2. The ending of Fire District 40’s fire benefit charge – because annexation would result in the City of Renton taking over fire protection responsibilities, annexation would mean Fire District 40 would cease to exist and property owners would no longer pay Fire District 40’s fire benefit charge.  This would result in a savings of $86 per year for the typical house (largely balancing out Renton’s higher property taxes).

3. Reduced surface water management fees – King County levies a Surface Water Management fee of $85.02 per year per single-family house, versus Renton’s fee of $63 – a savings of $22 per year.

4. New utility taxes – Renton currently levies a 6% tax on telephone, cell phone, electricity, natural gas, and cable television services.  By state law, counties are not allowed to levy these kinds of utility taxes.  Assuming combined monthly household expenditures on these services of $285, the typical single-family household would pay $205 per year in these taxes.

Businesses would also be affected by changes in each of the above taxes and fees.  In addition, Renton taxes more types of businesses than does King County, and Renton’s business taxes are generally higher than King County.

· Police 
In all categories, Renton provides the faster response times.  The call loads of Renton and King County patrol units are approximately the same.

Renton spends substantially more per resident on police services than does King County.  This is probably at least partly due, however, to the different characteristics of the two areas.  Renton has much higher levels of commercial activity than does the Petrovitsky Corridor; and commercial activity generally contributes to demand for police services.  If Renton were to provide police services to the Petrovitsky Corridor, one could expect that they would be able to do so at a cost lower than their existing cost per resident.

· Library:
Renton and King County provide similar numbers of books per resident, but the King County Library system has a significantly higher circulation per capita. 
King County lags behind Renton in the amount of actual library space provided per resident. Renton’s library operating costs are lower per resident than King County’s, possibly due to fewer hours of operation.
· Roads:
Renton spends substantially more per resident on maintaining its roads than King County.

In recent years, too, Renton has invested more per resident on roads capital investment, and Renton plans to continue that trend over the coming years.

· Fire/EMS:
Fire District 40 (the existing fire district that serves most of the Petrovitsky Corridor) spends much less to provide its fire protection and emergency medical services than Renton, primarily because it has less than half the number of uniformed personnel per 1,000 population.  Response times are very similar, and. Renton’s insurance rating is slightly better.

Where Does That Leave Study Area Residents?

Residents should view this report as a starting point from which to begin their community discussion.  This study is intended to provide residents, businesses, and other community stakeholders with a solid base of information about both the options that are available as well as the process of making decisions about future governance for the Petrovitsky Corridor area.








































� The 1990 Growth Management Act mandated that the counties such as King County, with substantial urban populations, work with cities to identify “urban growth areas” outside of which rural character will be maintained and urban growth will be discouraged.  The boundary used to distinguish between urban and rural areas to fulfill this GMA mandate is referred to as the Urban Growth Boundary.


� For a complete discussion of historic and targeted future capital investments, and strategies a potential city might use to finance such investments, readers should see the discussion of Capital Expenditures – Roads Capital Improvements on page � PAGEREF _Ref492607018 �47� of the body of this report.


� For purposes of this comparison, a typical household is assumed to be a family that owns a single-family house with an assessed value of $198,500 (the median sale price of houses in the study area from 1999 through June of 2000).  This typical family is assumed to spend a combined $285 per month on telephone, cell phone, electricity, natural gas, and cable television services (estimated average household expenditures for residents of King County cities based on ECONorthwest analysis).
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