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Second Follow-Up on Franchise Compensation Audit 

Real Estate Services (RES) implemented audit recommendations to increase the accuracy of 

revenue estimates for franchise compensation. Revenue estimates are now calculated based on 

revenue from signed agreements and expected revenue from agreements likely to become effective 

during the budget period. In 2024 and 2025, RES collected franchise compensation revenue of about $5 

million per year. Electric, gas, sewer, and water utilities pay franchise compensation in exchange for the 

use of county road rights-of-way in unincorporated areas. RES is a team within the Facilities Management 

Division of the Department of Executive Services. 

King County has not signed any new franchise compensation agreements since our last follow-up 

in December 2024. RES program documentation says that franchises can take 9 to 20 months to 

negotiate. RES has been negotiating a gas franchise agreement with Puget Sound Energy (PSE) for 30 

months. PSE’s gas franchise expired in December 2019, at the end of the agreement’s 25-year term. PSE 

signed a franchise compensation agreement for its power utilities in 2021. 

More work needs to be done to update King County Code 13.24 to align local and state 

requirements for water and sewer system planning and to facilitate franchise negotiations. Staff at 

the Department of Local Services are leading the code revision efforts and aim to submit revisions to 

King County Council by June 30, 2026, in line with the 2024 Comprehensive Plan. 

 

Six audit recommendations were completed previously, and one was closed. Of the remaining four: 

2 

DONE 

  2 

PROGRESS 

0 

OPEN 

FULLY IMPLEMENTED 

Auditor will no longer 

monitor. 

PARTIALLY IMPLEMENTED 

Auditor will continue to 

monitor. 

REMAIN UNRESOLVED 

Auditor will continue to 

monitor. 

See details below for implementation status of each recommendation. 
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Recommendation 1 DECEMBER 2, 2024 DONE  

 

Recommendation 2  DONE  

 
The Office of Performance, Strategy and Budget should work with Real Estate Services to 

develop, document, and implement a reliable method to create budget estimates for 

franchise compensation revenue that accounts for staff capacity. 

 STATUS UPDATE: RES provides the Office of Performance, Strategy and Budget with revenue 

information from signed franchise agreements to inform budget estimates. In 2025, RES collected 

annual franchise revenue of about $5.1 million, matching budget estimates exactly. In 2021 and 

2022, the budget period prior to our audit, actual revenues were 46 percent below budget. 

IMPACT: King County improved the accuracy of budgeted revenue for franchise compensation by 

incorporating operational input.  

 

Recommendation 3  DONE  

 
Real Estate Services should establish revenue targets as a key performance indicator for the 

franchise compensation program. 

 STATUS UPDATE: RES created a program dashboard with key performance indicators. Revenue is 

one of the indicators listed and tracked on an annual basis. Revenue targets stem from the same 

analysis that supports more accurate budget estimates. 

IMPACT: By tracking revenue targets, RES is better able to communicate the impact of delays in 

negotiation processes, which can help inform operational strategies.  

 

Recommendation 4 DECEMBER 2, 2024 CLOSED 
 

 

Recommendation 5 DECEMBER 2, 2024 DONE  

 

Recommendation 6 DECEMBER 2, 2024 DONE  

 

Recommendation 7 DECEMBER 2, 2024 DONE  
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Megan Ko conducted this review. If you have any questions or would like more information, please 

contact the King County Auditor’s Office at KCAO@KingCounty.gov or 206-477-1033. 

 

 

Recommendation 8  PROGRESS  

 
The Utilities Technical Review Committee should coordinate with stakeholders to propose 

revisions to King County Code 13.24 to align water and sewer system planning 

requirements with state requirements. 

 STATUS UPDATE: The 2024 Comprehensive Plan includes among its action items the need to 

update Title 13. The plan lists June 30, 2026, as the deadline for the County Executive to submit 

code revisions to County Council. Staff at the Department of Local Services are leading the 

revision effort and plan to release draft changes for public comment by early 2026. 

WHAT REMAINS: This recommendation will be complete when revisions to code are proposed to 

the County Council.  

 

Recommendation 9 DECEMBER 2, 2024 DONE  

 

Recommendation 10 DECEMBER 2, 2024 DONE  

 

Recommendation 11  PROGRESS  

 
Real Estate Services should conduct an equity analysis to identify and mitigate negative 

impacts franchise compensation may have on communities of color, low-income residents, 

and people with limited English proficiency. 

 STATUS UPDATE: RES engaged Facilities Management Division staff to identify negative impacts 

from an operational, as opposed to policy, perspective. The team identified a lack of education 

and resources. RES plans to update a franchise template to require utilities to comply with state 

regulations, mandating bill assistance for low-income households in October 2025. Previously, in 

response to Recommendation 4, RES updated the way it calculates franchise compensation to 

better reflect residents’ ability to pay, reducing the likelihood of unnecessary subsidies or 

excessive cost burdens. 

WHAT REMAINS: RES needs to update and distribute revised program materials. 
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