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	Agenda Items:
	4 and 5
	Name:
	Susan Neely

	Proposed No.:
	2007-0224.2 and 2007-0225.2
	Date:
	April 25, 2007


SUBJECT:
 (1)  Proposed Substitute Ordinance 2007-0224.2 authorizing a property tax levy for submission to the voters that will enable the continued and increased operation and maintenance of King County’s regional and rural parks and recreation facilities and programs.  The proposal would approve the levy submission on the August 21, 2007 ballot and would provide for the resubmission of the proposition on the November 6, 2007 ballot should this measure be rejected by the voters at the August 21, 2007 election.

 (2)  Proposed Substitute Ordinance 2007-0225.2 authorizing a property tax levy for submission to the voters that will provide funds to King County, Seattle and suburban cities for trail and open space acquisitions and capital programs, and to the Woodland Park Zoo for environmental education, conservation programs, green space acquisitions and capital improvement projects.  The proposal would approve the levy submission on the August 21, 2007 ballot.
SUMMARY:
In March of this year, the Parks Futures Task Force issued recommendations for the renewal and expansion of the current parks levy, set to expire on December 31, 2007.  
For the renewal levy, the Task Force recommended that the voters be asked to replace the current operating and maintenance levy, restore maintenance to pre-2002 budget crisis levels and restore potentially declining capital funds.  For the expansion levy, it was recommended that the voters be asked to provide funding for King County regional trails and open space acquisitions, city trails and open space acquisitions and Woodland Park Zoo green space, education and conservation programs.
The Growth Management and Natural Resources Committee considered Proposed Ordinances 2007-0224 and 2007-0225 at its April 17, 2007 meeting.  As proposed by Council, these ordinances would summit to the voters two six-year levies at the 2008 rates of 7 and 5 cents per $1,000 of assessed valuation, in keeping with the recommendations of Parks Futures Task Force for the renewal and expansion levies, respectively.

In committee, Proposed Ordinance 2007-0224 was amended to a five-year levy at the 2008 rate of 5.3 cents per $1,000, by deleting the portion designated for capital improvements.  Additional amendments included (1) the provision for formation of a citizen oversight committee to review expenditures associated with the renewal levy (and allowing for one oversight committee should both levies pass), (2) resubmission to voters on the November ballot if the renewal levy is not approved in August, (3) language to recognize the need for disabled access to parks facilities, and (4) technical corrections.

Table 1 – Overview of Changes to Proposed Ordinance 2007-0224
	Ordinance Section
	Amendment

	1.  Findings
	Technical corrections to delete language stating ordinances mirror Parks Future Task Force recommendations

	3.  Levy Submittal to voters
	Changed levy period from 6 years to 5; reduced rate to 5.3 cents        from 7

	7.  Citizen Oversight Board
	added this section

	8.  Resubmission to the Voters
	added this section

	9.  Voter's Pamphlet
	Technical corrections to remove erroneous cut/paste language re: AFIS


Proposed Ordinance 2007-0225 was also amended:  (1) the life span was reduced to five years; (2) the provision for a citizen oversight committee was added; (3) the Woodland Park Zoo expenditures were clarified to ensure that the levy proceeds could not be used for the parking facility; (4) the language regarding city eligible expenditures to include trails, open space and natural lands acquisition was clarified, (5) $500,000 in capital funds were set aside for the Recreation Grant Program to reflect the Council's historic support of the program; (6) the means by which city funds would be distributed was changed to a formula where 50% would be distributed based upon city population and 50% based upon the assessed value of parcels within a city; and (7) technical corrections.
Table 2 – Overview of Changes to Proposed Ordinance 2007-0225
	Ordinance Section
	Amendment

	1.  Findings
	Technical corrections to delete language stating ordinances mirror Parks Future Task Force recommendations Technical corrections

	2.  Definitions
	Clarified both city and zoo eligible expenditures

	3.  Levy Submittal to voters
	Changed levy period from 6 years to 5; changed city funding distribution formula

	5.  Eligible Expenditures
	Increases capital funding for recreation grant programs from $300,000 to $500,000

	8.  Citizen Oversight Board
	added this section

	9.  Voter's Pamphlet
	Technical corrections to remove erroneous cut/paste language re: AFIS


Table 3, on the next page, lays out the comparison between the Parks Futures Task Force rate recommendation for both levies and the proposed substitute ordinances.

Table 3 – Comparison of Task Force Recommendation & Substitute Ordinances

	RENEWAL LEVY 
	Task Force Recommendation
	Proposed Substitute Ordinance             2007-0224.2

	Length
	6 years
	5 years

	 
	 
	 

	Re
place current operating and maintenance levy
	$0.047 
	$0.047 

	Restore maintenance to pre-2002 budget crises levels
	$0.006 
	$0.006 

	Restore potentially declining capital funds
	$0.017 
	 

	Total Levy Rate
	$0.070 
	$0.053 

	 
	 
	 

	Total Estimated Levy Proceeds
	$151,940,633 
	$93,556,194 

	
	
	

	EXPANSION LEVY
	Task Force Recommendation
	Proposed Substitute Ordinance             2007-0224.2

	Length
	6 years
	5 years

	 
	 
	 

	King County regional trails and open space acquisitions
	$0.030 
	$0.030 

	City trails and open space acquisitions 
	$0.010 
	$0.010 

	Woodland Park Zoo green space, education and conservation programs
	$0.010 
	$0.010 

	Total Levy Rate
	$0.050 
	$0.050 

	 
	 
	 

	Total Estimated Levy Proceeds
	$108,529,024 
	$88,260,560 


BACKGROUND

Extensive staff reports on the proposed levies were prepared for consideration by the Growth Management and Natural Resources Committee on April 10th and 17th, as well as for consideration at the April 17th joint meeting of that committee and the Operating Budget, Fiscal Management and Mental Health Committee.  Those are included as Attachments 6, 7 and 8.  This staff report will focus on the funding issues raised in the joint meeting and those resulting from proposed substitute ordinances – as well as provide basic levy lid lift information.
ANALYSIS
What will Five Years Cost?
As noted above, the Growth Management and Natural Resources amended the proposed ordinances to five-year levies, rather than six-year as recommended by the Task Force and the Executive.  This was done to lessen the likelihood of future same-year ballot competition between Parks and EMS levies – both of which expire this year.
As amended, the renewal levy (Proposed Substitute Ordinance 2007-0224.2) would raise an estimated $93.5 million over a five-year period (assuming 99% collection, 4.66% growth in 2009 and 4.8% growth in the following years).
The Task Force, when considering the replacement of the current operating levy, assumed a starting point of $14.25 million in 2008 expenditures to be covered by levy proceeds.  In order to restore maintenance to the pre-2002 level, $1.7 million was determined for 2008, for a total of $15.95 million.  Assuming an annual 6% growth rate, a total of nearly $90 million would be needed.
The Executive, in his transmitted proposed ordinance (2007-0241), refined those numbers and determined that a total of nearly $88.5 million was needed and that a 5 cent levy would provide sufficient proceeds.
Table 4 provides a comparison of the assumptions – as well as the assumed levy proceeds from both the 5.3 and 5 cent rates.
Table 4 – Comparison of Task Force and Executive Assumptions for Renewal Levy
	Status Quo & Maintenance
	2008
	2009
	2010
	2011
	2012
	TOTAL

	Task Force Assumptions1
	$15,950,000 
	$16,907,000 
	$17,921,420 
	$18,996,705 
	$20,136,508 
	$89,911,633 

	Executive Assumptions2
	$15,726,830 
	$16,655,972 
	$17,672,908 
	$18,670,336 
	$19,723,470 
	$88,449,516 

	Difference
	$223,170 
	$251,028 
	$248,512 
	$326,369 
	$413,038 
	$1,462,117 

	 
	
	
	
	
	
	 

	$0.053 Levy Proceed Assumptions
	$17,017,699 
	$17,810,723 
	$18,665,638 
	$19,561,589 
	$20,500,545 
	$93,556,194 

	$0.05 Levy Proceed Assumptions
	$16,054,433 
	$16,802,569 
	$17,609,093 
	$18,454,329 
	$19,340,137 
	$88,260,560 

	Difference
	$963,266 
	$1,008,154 
	$1,056,546 
	$1,107,260 
	$1,160,408 
	$5,295,634 

	
	
	
	
	
	
	

	1 Derived from $15.95 assumed for 2008, with 6% growth per year

	2 Derived from Attachment A to the transmittal letter, Regional/Rural Levy-derived Expenditures + CPG Expenditures


In 2008, the proposed rate per $1,000 assessed value for the renewal levy is 5.3 cents.  This would cost $21.20 for the average King County homeowner with an assessed value of $400,000.  Since assessed valuation (AV) increases more rapidly than the amount that can be collected, the rate per $1,000 is expected to decrease over the life of the levy.  With the current assumptions, the 2012 rate is projected to 4.8 cents per $1,000 AV, costing the average homeowner $19.07.  Over the life of the levy, that average homeowner would pay an estimated $100.19 in additional property taxes to support the King County Parks operating budget (see Table 5 below).
Table 5 – Projected Rates for Renewal Levy
	YEAR
	ESTIMATED RATE Per $1,000
	TAX on $400,000 PROPERTY

	2008
	$0.053
	$21.20

	2009
	$0.051
	$20.54

	2010
	$0.050
	$19.94

	2011
	$0.049
	$19.43

	2012
	$0.048
	$19.07

	TOTAL OVER 5-YEARS
	$100.19


As amended, the expansion levy (Proposed Substitute Ordinance 2007-0225.2) would bring in about $88.2 million over a five-year period (assuming the same growth and collection rate as with the renewal levy).  Table 6 below breaks out the estimated collection for each component over the five-year levy period.
Table 6 – Expansion Levy Assumptions
	Expansion Levy
	2008
	2009
	2010
	2011
	2012
	TOTAL

	King County Acquisitions1
	$9,632,660 
	$10,081,542 
	$10,565,456 
	$11,072,597 
	$11,604,082 
	$52,956,336 

	City Acquisitions
	3,210,887 
	3,360,514 
	3,521,819 
	3,690,866 
	3,868,027 
	17,652,112 

	Woodland Park Zoo
	3,210,887 
	3,360,514 
	3,521,819 
	3,690,866 
	3,868,027 
	17,652,112 

	Total
	$16,054,433 
	$16,802,569 
	$17,609,093 
	$18,454,329 
	$19,340,137 
	$88,260,560 

	 
	
	
	
	
	
	 

	$0.05 Levy Proceed Assumptions
	$16,054,433 
	$16,802,569 
	$17,609,093 
	$18,454,329 
	$19,340,137 
	$88,260,560 


1 1Proposed Substitute Ordinance 2007-0225.2 increases the CPG total from levy proceeds to $500,000 from $300,000
In 2008, the cost to the average King County homeowner, with $400,000 AV, would be $20.00.  Over the life of the levy, that homeowner would pay an estimated $94.52 (see Table 7 below).
Table 7 – Projected Rates for Expansion Levy
	YEAR
	ESTIMATED RATE Per $1,000
	TAX on $400,000 PROPERTY

	2008
	$0.050
	$20.00

	2009
	$0.048
	$19.38

	2010
	$0.047
	$18.81

	2011
	$0.046
	$18.33

	2012
	$0.045
	$17.99

	TOTAL OVER 5-YEARS
	$94.52


As discussed at the April 17th joint meeting, the levy proceeds have funded, on average, 57% of the Parks operating budget.  The transfer from the Current Expense Fund (to cover costs in the Urban Growth Areas) has funded, on average, about 13%.  Table 8 below indicates that at a levy rate of 5.3 cents, the levy proceeds will be supporting about 65% of the operating budget.  The Current Expense is projected to support a little over 12%.
Table 8 – Levy Proceeds and CX Transfer as a % of the Projected Budgets, 2008-2012
	Levy @ $0.053
	2008
	2009
	2010
	2011
	2012

	Total  Operating Budget1
	$25,687,240 
	$27,114,102 
	$28,654,259 
	$30,200,755 
	$31,830,410 

	% change
	
	5.55%
	5.68%
	5.40%
	5.40%

	 
	
	
	
	
	 

	Projected Levy Proceeds
	$17,017,699 
	$17,810,723 
	$18,665,638 
	$19,561,589 
	$20,500,545 

	as % of budget
	66.25%
	65.69%
	65.14%
	64.77%
	64.41%

	 
	
	
	
	
	 

	Projected CX Transfer2
	$3,151,232 
	$3,308,794 
	$3,474,234 
	$3,647,945 
	$3,830,342 

	as % of budget
	12.27%
	12.20%
	12.12%
	12.08%
	12.03%


    1 As provided by Attachment A to the Executive’s Transmittal letter for Proposed Ordinances 2007-0421 and 2007-0242.
Amendments deferred by Growth Management and Natural Resources Committee
At the April 17th meeting, the GMNR committee members acted on a number of amendments, but deferred three that affect the expansion levy to the Operating Budget Committee for analysis and consideration.
	2007-0225.2 Amendments for Consideration

	Body
	Substance
	Title

	E1
	$0.004 REET Replacement Funds
	T1

	E2
	$0.008 REET Replacement Funds
	T2

	E3
	$0.017 REET Replacement Funds
	T3


Amendments E1, E2 and E3 and subsequent title amendments T1, T2 and T3 would restore all or a portion of the “REET replacement” capital funds that were stripped from the renewal levy.  These amendments were prepared so that the committee may consider whether the expansion levy should contain “REET replacement” funds and at what level these funds might be replaced (see Attachment 3).  As discussed earlier, the Task Force’s recommendations for “REET replacement” was based upon information that has since drawn into question whether there is a need to replace this funding due to (1) the uncertainty over when and how much REET will decline in the near future and (2) the historic underbudgeting of this revenue source.
Each of these amendments is exclusive and passage of one would preclude passage of the others.

Amendment E1 would add $0.004 to the expansion levy rate.  The total estimated proceeds over the five-year levy period are $95.3 million – and increase of $7 million over the five-year estimate for a levy set at $0.05.  The average homeowner, with a property assessed at $400,000, would pay $21.60 in 2008, and an estimated $102.40 over the levy period.  Table 9 elow breaks out the split between the County, cities and Woodland Park Zoo for each year.
Table 9– Amendment E1 Proceeds
	$0.054 levy (3.4 cents to King County, 1 cent to the cities, 1 cent to the zoo)

	Years
	KC
	 
	Cities
	 
	Zoo
	 
	Total

	2008
	$10,917,014 
	62.96%
	$3,210,887 
	18.52%
	$3,210,887 
	18.52%
	$17,338,787 

	2009
	$11,425,747 
	 
	$3,360,514 
	 
	$3,360,514 
	 
	$18,146,775 

	2010
	$11,974,183 
	 
	$3,521,819 
	 
	$3,521,819 
	 
	$19,017,820 

	2011
	$12,548,944 
	 
	$3,690,866 
	 
	$3,690,866 
	 
	$19,930,675 

	2012
	$13,151,293 
	 
	$3,868,027 
	 
	$3,868,027 
	 
	$20,887,348 

	 
	$60,017,181 
	 
	$17,652,112 
	 
	$17,652,112 
	 
	$95,321,405 


Amendment E2 would add $0.008 to the expansion levy rate.  The total estimated proceeds would be nearly $102.4 million over the five years – an increase of $14 million over the estimated revenue from a $0.05 levy rate.  The average homeowner would pay $23.20 in 2008 and an estimated $109.60 over the five-years.  Table 10,on the next page, breaks out the split between the County, cities and zoo for each year.
Table 10– Amendment E2 Proceeds
	$0.058 levy (3.8 cents to King County, 1 cent to the cities, 1 cent to the zoo)

	Years
	KC
	 
	Cities
	 
	Zoo
	 
	Total

	2008
	$12,201,369 
	65.52%
	$3,210,887 
	17.24%
	$3,210,887 
	17.24%
	$18,623,142 

	2009
	$12,769,953 
	 
	$3,360,514 
	 
	$3,360,514 
	 
	$19,490,980 

	2010
	$13,382,910 
	 
	$3,521,819 
	 
	$3,521,819 
	 
	$20,426,547 

	2011
	$14,025,290 
	 
	$3,690,866 
	 
	$3,690,866 
	 
	$21,407,022 

	2012
	$14,698,504 
	 
	$3,868,027 
	 
	$3,868,027 
	 
	$22,434,559 

	 
	$67,078,026 
	 
	$17,652,112 
	 
	$17,652,112 
	 
	$102,382,250 


Amendment E3 would add the entire amount recommended by the Task Force for REET replacement - $0017.  The total estimated proceeds for the five-year levy would be nearly $118.3 million, about $30 million more than at the 5 cent levy rate.  The average homeowner would pay $26.80 in 2008 and an estimated $126.40 over the live of the levy.  Table 11below breaks out the split between the County, cities and zoo for each year.
Table 11– Amendment E3 Proceeds
	$0.067 levy (4.7 cents to King County, 1 cent to the cities, 1 to the zoo)

	Years
	KC
	 
	Cities
	 
	Zoo
	 
	Total

	2008
	$15,091,167 
	70.15%
	$3,210,887 
	14.93%
	$3,210,887 
	14.93%
	$21,512,940 

	2009
	$15,794,415 
	 
	$3,360,514 
	 
	$3,360,514 
	 
	$22,515,443 

	2010
	$16,552,547 
	 
	$3,521,819 
	 
	$3,521,819 
	 
	$23,596,184 

	2011
	$17,347,069 
	 
	$3,690,866 
	 
	$3,690,866 
	 
	$24,728,801 

	2012
	$18,179,729 
	 
	$3,868,027 
	 
	$3,868,027 
	 
	$25,915,783 

	 
	$82,964,927 
	 
	$17,652,112 
	 
	$17,652,112 
	 
	$118,269,151 


ADDITIONAL AMENDMENTS
There is one additional amendment offered for consideration.  Amendment E4 would eliminate the requirement for cities to match levy funds for their projects.  A concern had been raised that not all cities would be able to access these funds due to the matching requirements.  This amendment is Attachment 4 to the staff report.
Depending upon the direction of the committee, amendments will be needed to add direction regarding the individuals to prepare the voter’s pamphlet arguments (pro and con).

ATTACHMENTS
1. Proposed Substitute Ordinance 2007-0224.2

2. Proposed Substitute Ordinance 2007-0225.2

3. Amendments deferred by the Growth Management and Natural Resources Committee (E1, E2, E3, T1, T2, T3)
4. Amendment E4

5. Answers to Outstanding Questions from April 17, 2007 joint meeting
6. April 10, 2007 GMNR Staff Report 2007-B0084
7. April 17, 2007 GMNR/OBFMMH Staff Report 2007-B0088
8. April 17, 2007 GMNR Staff Report 2007-0224, 0225, 0241, 0242

9. Property Tax Primer
10. Attachment A to the Executive’s March 30, 2007 Transmittal Letter for Proposed Ordinance 2007-0421 and 2007-0422
INVITED:

Bob Cowan, Director, Office of Management and Budget (OMB)
Beth Goldberg, Policy Analyst, OMB
Chris Bushnell, Economist, Department of Executive Services
Pam Bissonnette, Director, Department of Natural Resources and Parks (DNRP)
Kevin Brown, Director, King County Parks and Recreation Director

Bob Burns, Deputy Director, DNRP
Peggy Pahl, Legal Counsel, Prosecuting Attorney’s Office
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