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King County operates under a Home Rule Charter adopted by a vote of the citizens of King County in 1968 and is 
organized under the Executive-Council form of county government. The Metropolitan King County Council is the 
policy-determining legislative body of the County. The County Council’s nine members are elected by district to 
four-year staggered terms and serve on a full-time basis. The County Council sets tax levies, makes 
appropriations, and adopts and approves the annual operating and capital budgets for the County. Other elected 
County officials include the County Executive, Prosecuting Attorney, Sheriff, Assessor, Director of Elections, and 
Superior and District Court Judges. 

The County Executive serves as the chief executive officer of the County. The County Executive presents to the 
County Council annual statements of the County’s financial and governmental affairs, the proposed budget, and 
capital improvement plans. The County Executive signs, or authorizes the signing of, all deeds, contracts, and 
other instruments on behalf of the County, and appoints the director of each executive department (subject to 
confirmation by the County Council). 

King County provides some services on a countywide basis and other services only to unincorporated areas.  
Within appropriate jurisdictions, the County provides public transportation, road construction and maintenance, 
wastewater treatment, flood control, agricultural services, parks and recreation facilities, law enforcement, 
criminal detention, rehabilitative services, court services, tax assessments and collections, land use planning and 
permitting, zoning, public health care, emergency medical services, election services, animal control, and the 
disposal of solid waste. In addition, the County has contracts with some cities to provide services to incorporated 
areas within the County. 

In 2012, the reporting entity “King County” includes six component units: (1) the Harborview Medical Center 
(HMC); (2) the Washington State Major League Baseball Stadium Public Facilities District (PFD); (3) the Cultural 
Development Authority of King County (CDA, dba 4Culture); (4) the King County Flood Control Zone District; (5) 
the King County Ferry District; and (6) the Building Development and Management Corporations. The 
Harborview Medical Center, with a history dating back to 1877, is a comprehensive 413-bed health care facility 
operated by the University of Washington under a management contract. The general conditions of the 
management contract specify that King County retains title to all real and personal property acquired with HMC 
capital or operating funds. The PFD is responsible for overseeing the maintenance and operation of Safeco Field, 
home to Major League Baseball’s Seattle Mariners. The CDA was created in 2003 to support the arts, heritage, 
historic preservation, and public art throughout the county. The King County Flood Control Zone District 
accounts for the development, operation and maintenance of flood control or storm water control projects that 
benefit the county. The King County Ferry District provides water taxi services (sometimes called passenger 
ferries or foot ferries) to several destinations in the Puget Sound Region as a supplement to commuting options 
for residents. The Building Development and Management Corporations comprise three Washington state 
nonprofit corporations created under a public-private partnership to facilitate the development and 
construction of specific public buildings for use by King County and Harborview Medical Center. 

Most funds in this report pertain to the entity King County government. Certain Agency Funds pertain to the 
County’s custodianship of assets belonging to independent governments and special districts. Under state statute 
and the County’s Home Rule Charter, the King County Executive is the ex officio treasurer of all special purpose 
districts in King County, but not of cities and towns or the Port of Seattle. As provided by County ordinance, the 
Director of the Finance and Business Operations Division is responsible for the duties of the comptroller and 
treasurer. Money received on behalf of the special purpose districts is deposited in a central bank account. The 
Director of the Finance and Business Operations Division disburses money according to state and local 
regulations and invests cash balances based on standard agreements with the respective special purpose 
district’s governing body or administrative officer. 

The information presented in the financial statements is perhaps best understood when it is considered from the 
broader perspective of the specific environment within which the County operates. 

Factors Affecting Financial Condition 

Local economy  

Economic conditions have a direct impact on the County’s revenues and the demand for services. The County’s 
main revenue sources include taxes, charges for services and intergovernmental revenues. The largest single 
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source is charges for services followed by taxes, each comprising approximately 42 percent of total revenue. 
Property taxes tend to be quite stable since the amount of revenue received is based on the previous year’s levy 
amount plus 1 percent, and the value of new construction. Retail sales taxes, on the other hand, are more volatile 
because it is dependent on the level of retail sales which tracks the business cycle.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Great Recession significantly affected the County’s economy reducing employment levels, personal income 
and real estate values, but conditions have generally stabilized with some sectors showing significant 
improvement.  The increasing diversification of the County’s employment base was an important buffer during 
the economic downturn, and many employment sectors began to grow again in 2012.  The County 
unemployment rate continues to steadily decline and is now well below 7 percent, which is less than the state 
and national averages. The region’s most prominent local employers, The Boeing Company, Microsoft 
Corporation and Amazon.com Incorporated retain strong demand for their products and services. 
 
Total assessed valuation (TAV) fell by 3.3 percent for tax year 2012 and an additional 1.5 percent for tax year 
2013. Despite the downward pressure, TAV per capita is relatively high at $161,000. Taxpayer concentration is 
low, with the top 10 property taxpayers accounting for less than 5 percent of 2013 TAV. Local retail sales and 
use tax collections declined in 2009 by 13.3 percent from 2008 levels and then fell an additional 0.2 percent in 
2010 before rebounding by 6.6 percent in 2011, aided by a successful state-wide tax amnesty program. Strong 
retail sales in the fourth quarter of 2012 helped close out the year for a positive 2.7 percent annual growth in 
local retail sales and use taxes. 
 
The County’s investment pool earnings continued to be low in 2012 because of record low yields in US Treasury 
securities. The Federal Reserve continues to keep short-term and long-term interest rates artificially low to 
support the economy. The net rate of return of the pool for 2012 was an anemic 0.57 percent, down from the 
over 5 percent the County enjoyed before the recession. 
 
Inflation did increase somewhat in 2012. The Seattle Consumer Price Index for Urban Wage Earners and Clerical 
Workers (CPI-W-STB) increased by 3.26 percent for the year ending in July 2012 (this is the basis for COLA 
calculations in many of the new union contracts). The national CPI for All Urban Consumers (CPI-U-US) 
increased by 2.93 percent during the same period.   
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Economic outlook  

The national economy will continue on a path of slow and gradual recovery from the recent recession. Total 
output (real GDP) is currently well above pre-recession levels although employment is still lagging behind. This 
character of the recovery is partly explained by employers doing more with fewer employees. The effective gain 
in productivity coupled with the resurgence of consumer confidence has led to higher corporate profit margins 
and stock values during 2011-12. Factors that are tempering the recovery include the uncertainty in the 
direction of national fiscal policy and instability in economic and geo-political conditions abroad. 
 
King County has a favorable employment outlook. Boeing has received over 1,000 new orders for the 737 MAX, a 
new plane being assembled in its Renton plant, and has signed a new labor contract with its machinists. The rest 
of the private sector led by the technology clusters in and around the county has begun hiring again, and the rise 
of job loss in the public sector appears to be declining. In the mean time, it is expected that more “discouraged 
workers” will rejoin the labor force as the employment picture improves expanding the number of persons 
actively seeking employment. The net effect will be a steady, but slow, decline in the unemployment rate.  
 
The negative impacts from the real estate recession appear to have been mitigated in 2012 and assessed 
valuations and residential new construction are expected to stabilize. Locally, foreclosures seemed to have 
peaked although many homeowners are still “underwater” owing more on their mortgage than the market value 
of their homes. Construction of new apartment buildings has been occurring at a rapid pace as more families 
choose to rent rather than own. Commercial construction in select downtown areas should also flourish in 2013 
as evidenced by several major projects either breaking ground or continuing their construction phase.  
 
It will still take more time to make up the lost ground in employment, personal income, and taxable consumer 
spending. King County will continue to face numerous challenges, including volatile energy prices, rising 
employee and programmatic health care costs, and the need to raise sufficient revenues to support utilities, road 
infrastructure, the transit system, and general government operations. 
  
Long-term financial planning  
 
Beginning in 2007, King County forecast that status quo expenditure patterns would outpace revenues and 
began to address the coming deficits through a scaling back of programs, limiting new programs, and the 
creation of reserves for future deficits. While the recession and its effects may a thing of the past, the impacts of 
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caps on property tax levy rates and the 1 percent limit on revenue growth continue to pose a strain to the 
County’s limited resources. The County continues to forecast out year deficits, intensified by weak national 
conditions, and is managing to address predicted shortfalls. 
 
Annexations of unincorporated areas to cities continued in 2012 with Eastgate and areas within its immediate 
vicinity being added to the City of Bellevue. Over the last four years, several successful large annexations have 
taken place: a) in March, 2010 the southern portion of North Highline was annexed to the City of Burien; b) in 
July, 2010 the Panther Lake area became part of the City of Kent; and, c) the Juanita, Finn Hill and Kingsgate 
areas were annexed by the City of Kirkland in June, 2011. These annexations all together have transferred 
approximately 78,000 residents from unincorporated King County to their new respective cities. Annexations 
generally benefit the County because the cost of services that were previously provided in these areas is typically 
higher than the tax revenues that were assessed and collected.  An important exception is with road services 
where revenues are usually higher and therefore annexations contribute to reducing overall funding for road 
maintenance in the unincorporated areas. 
 
The County reaffirms its steadfast commitment to maintain a minimum 6 percent undesignated reserve policy 
for the General Fund and also its willingness to make often painful decisions in order to reduce expenditures to 
match revenue levels while retaining prudent reserves. The County also continues to maintain a rainy day 
reserve which in 2013 is expected to increase to $20 million.  The County has not employed any portion of the 
reserve since its inception. At the state level, the County also continues to pursue statutory enhancements to 
local government revenues to more flexibly balance revenues with long-term cost pressures. 
 
Major 2012 Initiatives  

The County completed or had underway many major initiatives in 2012.  These initiatives were guided by 
the King County Strategic Plan adopted in 2010.  Major initiatives included: 

 
• The County continued to identify operating efficiencies in many budgets during 2012, enabling most 

agencies to continue all programs and staffing levels in 2013.  Among the most significant efficiencies 
realized were continued consolidation of servers in the County's data center, relocation of agencies to 
reduce office space and energy consumption, and continued improvements in "return to work" 
programs that reduce industrial insurance costs. 
 

• As part of the efficiencies initiative, the County formally deployed the "Lean" process improvement 
methodology and hired a four-person Continuous Improvement Team.  This team, along with other 
Lean-qualified employees in some agencies, conducted a series of events to identify efficiencies and 
long-term cost savings.  Several of these changes were implemented in the 2013 budget. 
 

• The County continued to experience employee health care cost growth rates well below national and 
regional averages.  Much of this is due to the "Healthy Incentives" program, which has encouraged 
employees to improve their health and become more thoughtful consumers of health care services.  In 
addition, the County negotiated agreements with most of its labor unions to cap the County's cost 
growth for health care programs at 4 percent per year for the next three years. 
 

• The County continued its transition to biennial budgeting.  Most County funds, representing about 
three-fourths of the total budget, have biennial budgets for 2013-2014.  The remaining agencies and 
funds will transition to biennial budgets for 2015-2016.  The use of biennial budgeting is expected to 
generate significant time savings in the "off-budget" year. These savings will be applied to efficiency 
initiatives and other priority activities. 

• A "Congestion Reduction Charge" of $20 on each vehicle license was authorized by the State Legislature 
to maintain transit service in King County, and was first imposed in mid-2012.  Revenues from this 
charge, along with significant savings in costs generated by the Metro Transit Division and its 
employees, will preserve transit service levels through 2013 and most of 2014.  However, the $20 
charge is a two-year temporary measure - unless new revenues are authorized by the Legislature, 
significant reductions in service will begin in late 2014. 
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INDEPENDENT AUDITOR’S REPORT 
 
 
June 18, 2013 
 
 
Council and Executive 
King County 
Seattle, Washington 
 
 

REPORT ON FINANCIAL STATEMENTS 
 
We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, the aggregate discretely presented component units, each major fund 
and the aggregate remaining fund information of King County, Washington, as of and for the 
year ended December 31, 2012, and the related notes to the financial statements, which 
collectively comprise the County’s basic financial statements as listed in the table of contents.  
   
Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error.   
 
Auditor’s Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit.  We 
did not audit the financial statements of the Building Development and Management 
Corporations fund which represents 8 percent, -0.7 percent and 6 percent, respectively, of the 
assets, net position and revenues of the governmental activities, and 7 percent, -0.5 percent 
and 0.4 percent, respectively, of the assets, net position and revenues of the aggregate 
remaining fund information.  We did not audit the financial statements of the Water Quality 
Enterprise Fund, a major fund, which additionally represents 66 percent, 23 percent and 30 
percent, respectively, of the assets, net position and revenues of the business-type activities.  
We also did not audit the financial statements of the Public Transportation Fund, a major fund, 
which additionally represents 27 percent, 66 percent and 60 percent, respectively, of the assets, 
net position and revenues of the business-type activities.  Those financial statements were 
audited by other auditors whose report thereon has been furnished to us, and our opinion, 
insofar as it relates to the amounts included for the Building Development and Management 
Corporations, the Water Quality Enterprise and Public Transportation funds, is based solely on 
the report of the other auditors. We conducted our audit in accordance with auditing standards 

Washington State Auditor 
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generally accepted in the United States of America and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General of the 
United States.  Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free from material misstatement.  The 
financial statements of the Building Development and Management Corporations, Water Quality 
Enterprise, and Public Transportation funds were not audited in accordance with Government 
Auditing Standards. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the County’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
County’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements.   
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinions. 
 
Opinion 

In our opinion, based on our audit and the reports of the other auditors, the financial statements 
referred to above present fairly, in all material respects, the respective financial position of the 
governmental activities, the business-type activities, the aggregate discretely presented 
component units, each major fund and the aggregate remaining fund information of King 
County,  Washington, as of December 31, 2012, and the respective changes in financial 
position and, where applicable, cash flows thereof for the year then ended in accordance with 
accounting principles generally accepted in the United States of America. 
 
Matters of Emphasis 

As described in Note 1, during the year ended December 31, 2012, the County has 
implemented the Governmental Accounting Standards Board Statement No. 60, Accounting and 
Financial Reporting for Service Concession Arrangements, Statement No. 62, Codification of 
Accounting and Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA 
Pronouncements and Statement No. 63, Financial Reporting of Deferred Outflows of 
Resources, Deferred Inflows of Resources and Net Position.  Our opinion is not modified with 
respect to this matter. 
 
Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis on pages 3 through 17 condition assessments and 
preservation of infrastructure eligible for modified approach on pages 119 through 121 and 
postemployment health care plan information on page 121 be presented to supplement the 
basic financial statements.  Such information, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board who considers it to 
be an essential part of financial reporting for placing the basic financial statements in an 














































































































































































































































































































































































































































