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summary
Proposed Ordinance 2010-0561 would authorize the County Executive to execute an interlocal agreement with the King County Flood Control Zone District and multiple fire districts to create levy capacity for 2010 property taxes to be levied in 2011. 
BACKGROUND
In 2010, the property tax rate for the Unincorporated Area Levy (UAL) was $1.93 per $1,000 of Assessed Value (AV). With continued annexations and decreases in property values (especially in unincorporated King County), that rate is likely to jump to near the maximum rate of 2.25 per $1,000 AV in 2011 (currently the UAL is projected to be $2.20 / $1,000 AV). These factors have led to a tax suppression issue. 
The issue of levy suppression, although more commonly occurring in rural Counties throughout Washington State, is facing King County for the first time in recent history.  Levy suppression occurs when the local taxing district rates in any given area in the county exceed the limit of $5.90 per $1000 of AV.  There are almost 600 of these separate “areas”, which are commonly referred to as “levy codes”.  Each code contains some combination of the various taxing districts that levy taxes throughout the County.  (Several local tax measures are excluded from this $5.90 cap including the Ferry District, the Emergency Medical Services Levy and the Conservation Futures Tax Levy, just to name a few.)  If any given code exceeds the maximum $5.90 limit there can be implications to taxes and services throughout the County.

Under existing projections, there are about 50 levy codes that are projected to exceed the $5.90 limit. If no other actions are taken, levies would be “prorationed” or reduced until each levy code falls under the $5.90 limit. Because several of these codes are over the $5.90 limit by more than the total FCZD levy, this pro-rationing would lead to complete elimination of the FCZD levy if other steps are not taken.  This is the result of two issues.  First, the FCZD is the most junior district in the area under state law so it gets reduced first.  Second, because it is levied as a county-wide tax, the FCZD must be levied uniformly across the entire County.  If the FCZD gets reduced in any area within the County, it must go away across the entire county. 
State Law (RCW 39.67) allows taxing districts to agree to transfer payments between districts so that the various junior taxing districts can manage tax levies to keep all the various rates below the $5.90 limitation. This ordinance would authorize the Executive to sign a multi-party agreement between the FCZD, various fire districts and the County. This agreement would provide a mechanism for the various jurisdictions and the Assessor to manage the tax rates in such a way as to not exceed the $5.90 limit. 
THE PROPOSED LEGISLATION

Proposed Ordinance 2010-0561 would authorize the Executive to enter into an interlocal agreement to manage tax levies in such a way as to not exceed the $5.90 limitation in any of the areas throughout the County. It should be noted that it is hoped, by the FCZD, to not actually need to utilize a buyout of the County UAL, as the cost begins to escalate as the FCZD needs to buy out bigger tax levies. 
The current plan proposed by the FCZD is to successfully execute this same agreement with the eight fire districts that would need to agree to levy transfer agreements. If these districts all agree, there will likely be no need to use this agreement between the County and the FCZD. The most recent estimate is that if all the fire districts agree, and the numbers do not continue to get worse as more revaluations are completed the FCZD could purchase all necessary rate capacity for between $4.3 and $5.5 million. If the FCZD needs to purchase capacity from the County, that range increases to between $6.5 and $8.1 million. 

It should also be noted that the agreement contains “caps” as to how much the FCZD would purchase. Specifically, if the levy agreements for just fire districts would exceed $5.5 million, or if the aggregate of levy agreements between the County and fire districts exceeds $8.5 million, the agreements would not be executed by the Assessor and the FCZD levy would be suppressed in its entirety for 2011 tax collections. 

AMENDMENTS
There is one amendment A1 to the proposed ordinance that inserts the final version of the interlocal agreement. Technical changes have been made to the agreement from the version transmitted.  
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