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Finance and Business Operations Division 
Department of Executive Services 
401 Fifth Ave. 
Seattle, WA 98104-2333 
 
June 27, 2016 

The Honorable Dow Constantine, King County Executive,  
Members of the Metropolitan King County Council, and  
Citizens of King County 
 

We are pleased to transmit to you the Comprehensive Annual Financial Report (CAFR) of King County, 
Washington (the County), for the fiscal year ended December 31, 2015. The governmental financial 
reporting model provides a picture of the County as a single unified entity reported under the accrual 
basis, while also providing traditional fund-based financial statements with added emphasis to major 
funds and budgetary reporting. Each perspective (government-wide and major fund) allows the reader to 
address relevant questions regarding the County’s financial condition and results of operations, provides 
a basis for comparison between near-term and full accrual measures, and enhances the County’s 
financial and operational accountability. 

The CAFR consists of management’s representations concerning the finances of the County and we 
assume full responsibility for the completeness and reliability of all information presented in this report. To 
provide a reasonable basis for making these representations, management has established a 
comprehensive internal control framework designed to protect the government’s assets from loss, theft, or 
misuse. Because the cost of internal controls should not outweigh their benefits, the County’s 
comprehensive framework of internal controls has been designed to provide reasonable rather than 
absolute assurance that the financial statements will be free from material misstatements. As 
management, we assert that, to the best of our knowledge and belief, the CAFR is complete and reliable 
in all material respects.  

The County’s financial statements have been audited by the Washington State Auditor’s Office. The 
auditor concluded that there was a reasonable basis for rendering an unqualified opinion that the 
County’s financial statements are fairly presented in conformity with Generally Accepted Accounting 
Principles (GAAP). The auditor’s report is the first component of the financial section of this report. 

The independent audit of the financial statements of the County was part of a broader, federally 
mandated “Single Audit” designed to meet the special needs of federal grantor agencies. The standards 
governing Single Audit engagements require the independent auditor to report not only on the fair 
presentation of the financial statements, but also on the audited government’s internal controls and 
compliance with legal requirements, with special emphasis on internal controls and legal requirements 
involving the administration of federal awards. Once the audit has been completed, the County’s 2015 
Single Audit Report will be available online at http://www.sao.wa.gov. 

Management’s discussion and analysis (MD&A), which immediately follows the independent auditor’s 
report, provides a narrative introduction, overview, and analysis of the basic financial statements. The 
MD&A complements this letter of transmittal and should be read in conjunction with it. 

 

Profile of the County 

The County ranks number one in population in the State of Washington and is the financial, economic, 
and industrial center of the Pacific Northwest Region. Located between the sparkling blue waters of Puget 

http://www.sao.wa.gov/
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Sound and the snowcapped Cascade Mountains, the County consists of 2,307 square miles, ranking 11th 
in geographical size among Washington’s 39 counties. King County is nearly twice as large as the 
average county in the United States. With over 2 million people, it also ranks as the 13th most populous 
county in the nation. The County has 39 incorporated cities, accounting for 87.5 percent of its population. 

King County is organized under the Executive-Council form of county government. The Metropolitan King 
County Council is the policy-determining legislative body while the Executive serves as the chief 
executive officer. Other elected County officials include the Prosecuting Attorney, Sheriff, Assessor, 
Director of Elections, and Superior and District Court Judges. The Executive presents to the Council 
annual statements of the County’s financial and governmental affairs, the proposed budget, and capital 
improvement plans. The 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. 

King County provides vital services countywide and other important services exclusively to 
unincorporated areas. Cities and other incorporated areas contract with the County for select services. 
Within appropriate jurisdictions, the County provides public transportation, wastewater treatment, waste 
disposal, elections, tax assessments and collections, law enforcement, criminal detention, court services, 
animal control, flood control, roads construction and maintenance, low-income housing, agricultural 
services, parks and recreation, land use planning and permitting, zoning, mental and physical health, 
emergency medical and E-911, communications  networks and other services. 

 

Economic Outlook  

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 
(grants and other financial assistance). The largest of these are charges for services and taxes, each 
comprising 46.8 and 43.9 percent of total general revenues respectively. Retail sales taxes are 
dependent on the level of retail sales which generally track the business cycle. 2015 taxable sales 
increased by 5.8 percent in King County. In the General Fund, property taxes made up the bulk of its 
revenues at 43.4 percent, followed by grants and contributions at 17.0 percent, and charges for services 
also at 17.0 percent. The general fund continues to be hampered by the structural gap between the 
statutorily limited property tax growth and a continuing increase in demand for services. 

  
 
 
The County’s economy is improving because of the unique and diverse composition of businesses in our 
region. Unemployment is now remarkably below five percent. The region’s most prominent employers, 
namely Boeing, Microsoft, Starbucks, and Amazon.com, retain strong demand for their products. 
Amazon.com has continued their hiring frenzy. 
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Property taxes tend to be more stable since the amount of revenue received is based on the previous 
year’s levy amount plus one percent, plus property tax on the value of new construction. Property taxes 
are levied primarily on real property owned by individuals and businesses. The King County assessor 
determines the fair market value of properties, which is intended to generally reflect 100 percent of the 
property’s market value. Real Property Assessed values continued to rise in 2015 increasing by 13.8 
percent and there are positive signs for continued medium-term growth as shown in the following chart. 

           
 
 

Major Initiatives  

 
Best-Run Government 
 
The County’s goal is to be the best-run government in the nation. The County is embracing continuous 
improvement, instituting management best practices, encouraging employees to innovate, and striving for 
second-to-none customer service. These strategies will enhance the overall employee experience and 
develop a talented and diverse workforce to meet the needs of staff today and into the future. 
 
King County continued its Lean transformation in 2015.  Significant improvements due to the application 
of Lean initiatives have been obtained in many agencies, including, a) reducing the parts inventory in 
Metro Transit that saved several million dollars, b) reducing procurement cycle times for agencies 
involved in the design and construction of public works projects, c) reducing processing time of election 
results, d) improving productivity in health care centers, and e) implementing a more effective release 
planning program in Jail Health Services. Across the county, other divisions and departments have been 
integrating Lean methods and tools into their daily activities in order to improve their work and achieve 
King County’s goals.  As a result of ongoing Lean efforts, the National Association of Counties recently 
recognized King County for a 2016 Achievement Award in the category of Financial Management.  
 
The Office of Performance, Strategy and Budget (PSB) continued systematic quarterly reviews of 
financial plans and conditions for all major County funds. These reviews have identified emerging 
financial challenges far earlier than in the past, which has allowed prompt action to resolve issues.  All 
County funds now use the same format for financial plans and the same data sources, which ensures 
consistency and clarity across the government. 
 
The County continued its efforts to prepare “line of business plans” in 2015.  A line of business is a single 
specific function of County government, such as delivering passenger ferry service or assessing property 
values.  Lines of business may be contained within a single agency or may involve multiple agencies.  
Line of business planning includes demand forecasting, evaluation of alternative means to deliver the 
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service, development of a 10-year plan, and creation of a biennial budget using the first two years of the 
10-year plan. Twenty nine of the 63 lines of business will complete this work by July 2016.     
 
The County’s voters approved a Public Safety Emergency Radio Network (PSERN) property tax levy lid 
lift in April 2015. The funds from this levy will replace the 20-year old countywide emergency radio 
system.  King County Information Technology (KCIT) will implement and manage the project and will work 
with police, fire, and dispatch agencies throughout the county.  The levy lid lift lasts for nine years and is 
expected to generate about $29.7 million in 2016. 
 
Building Equity and Opportunity 
 
King County is committed to addressing equity and social justice issues in the hopes of molding a more 
inclusive society that will uplift all County residents through greater economic vitality, a better-educated 
populace, a less expensive health care system, a lower cost criminal justice system, and an overall better 
government.  The Office of Equity and Social Justice (The Office) was created in early 2015.  The Office 
is coordinating the County’s efforts to use equity and social justice considerations to guide decision 
making both internally, such as hiring and promotion practices, and externally, such as focusing services 
on historically disadvantaged groups.  The Office is also leading a multi-agency staff team to develop the 
Equity and Social Justice Strategic Plan which is expected to be completed in 2016. 
 
Best Starts for Kids (BSK) is a comprehensive set of programs to help children and youth succeed.  It is a 
first of its kind program that will fund prevention and early intervention strategies for developing children in 
the hopes of mitigating the risk of being a burden to the County when they reach adulthood. The County’s 
voters approved a property tax levy lid lift in November 2015 to fund this program. This is part of the 
County’s emphasis on “upstream” strategies to improve lives and reduce the likelihood of children failing 
to succeed in school, using drugs or alcohol, and possibly becoming involved with the criminal justice 
system.  Research has conclusively shown that early childhood programs significantly improve outcomes 
and avoid costs later.  Specific BSK programs will be designed in 2016 but are expected to include 
expansion of existing maternal-child health programs, mental health screening, and services to prevent 
family homelessness. 
 
The County has plans to break ground this year on a new Children and Family Justice Center. This new 
facility will more than replace the old and dilapidated Youth Services Center as it embodies the County’s 
paradigm shift in its philosophy of juvenile justice, moving the focus away from incarceration to providing 
support to its troubled youth and their families; and, for the juvenile offender population where detention is 
unavoidable, addressing the racial disproportionality in rates of incarceration. 
 
Confronting Climate Change 
 
King County is helping County residents to make their communities less susceptible to wildfires, making 
highly-treated recycled water available to farmers and industries, and restoring critical salmon habitats. 
On November 2, 2015, the King County Council unanimously approved the 2015 update of the King 
County Strategic Climate Action Plan (SCAP). The 2015 SCAP is a five-year blueprint for County action 
to confront climate change, integrating climate change into all areas of County operations and its work in 
the community. The 2015 SCAP will guide County work to achieve ambitious greenhouse gas emissions 
reduction targets, prepare for the impacts of a changing climate, and ensure that King County continues 
to lead on climate action. 
 
Regional Mobility 
 
Demand for transit is at an all-time high, but the Central Puget Sound region is growing faster than 
anywhere in the United States. Recent studies project 30 percent more people by 2040. Roadways 
throughout the County are already congested during peak commute times, limiting the mobility of people 
who live, work, and play in our beautiful region. As growth continues unabated, public transportation will 
play an important role in reducing congestion, protecting our environment, and getting more people where 
they need to go. 

http://your.kingcounty.gov/dnrp/climate/documents/2015_King_County_SCAP-Full_Plan.pdf
http://your.kingcounty.gov/dnrp/climate/documents/2015_King_County_SCAP-Full_Plan.pdf
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Mobility is now the number one concern of people in King County.  King County Metro Transit is good for 
our economy, our environment, and our people. Metro provides 400,000 daily rides and takes 175,000 
cars off the road each weekday, carrying nearly half of downtown Seattle's workforce to and from their 
jobs.  Metro Transit continued its financial turnaround in 2015.  Funding had declined during the Great 
Recession and some service reductions were made in September 2014.  However, a sustained economic 
recovery coupled with passage of a transit funding package in the City of Seattle in November 2014 has 
generated revenue to expand service.  Metro Transit is in the process of developing a new Long-Range 
Plan and is continuing coordination with Sound Transit, the regional light rail system. 
 
Awards and Acknowledgements 
 
The Government Finance Officers Association of the United States and Canada (GFOA) awarded a 
Certificate of Achievement for Excellence in Financial Reporting to King County for its comprehensive 
annual financial report for the fiscal year ended December 31, 2014. This was the 34th consecutive year 
in which the County has achieved this prestigious award. In order to be awarded a Certificate of 
Achievement, a government must publish an easily readable and efficiently organized comprehensive 
annual financial report. This report must satisfy both generally accepted accounting principles and 
applicable legal requirements. 
 
The Certificate of Achievement is valid for a period of one year only. We believe that our 2015 
Comprehensive Annual Financial Report continues to meet the Certificate of Achievement Program’s 
excellence requirements and we are submitting it to the GFOA for review and determination of eligibility. 
 
Finally, the preparation of this report would not have been possible without the dedication and 
outstanding work ethic of the Financial Accounting Unit staff of the Finance and Business Operations 
Division. We would like to express our appreciation to all members of the division who assisted and 
contributed to the preparation of this report. Credit must also be given to the Executive and County 
Council and to our other elected officials for their support in maintaining the highest standards of 
professionalism in the stewardship of the County’s finances. 
 
Respectfully submitted, 
 
 
 

     
  
 

Ken Guy  Cheryl Lee, CPA 
Finance Director, King County 

 

 

 Chief Accountant, King County 
Finance and Business Operations Division 

  

 Finance and Business Operations Division 
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INDEPE RT ON FINANCIAL STATEMENTS  

 
June 27, 2016 
Council and Executive 
King County 
Seattle, Washington 
REPORT ON THE FINANCIAL STATEMENTS 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, each major fund and the aggregate discretely presented component units and remaining fund 
information of King County, Washington, as of and for the year ended December 31, 2015, and the 
statements as listed in the table of contents.   
 

ancial 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.   
 

 
Our responsibility is to express opinions on these financial statements based on our audit.  We did not 
audit the financial statements of the Water Quality Enterprise Fund, a major fund which represents 64 
percent, 20 percent and 39 percent, or the Public Transportation Fund, a major fund, which represents 29 
percent, 67 percent and 60 percent, respectively, of the assets and deferred outflows, net position and 
revenues of the business-type activities. Those 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 
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 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 Water Quality Enterprise, and Public 
Transportation funds were not audited in accordance with Government Auditing Standards. 

Washington State Auditor  
 

___________________________________________________________________________________ 
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