


Attachment A: Best Starts for Kids: 
Economic Factors to Consider During Annual Levy Increase

[bookmark: _GoBack]The adopted Best Starts for Kids (BSK) Ordinance 18088, authorized a property tax levy lid lift “at a rate not to exceed fourteen cents per thousand dollars of assessed value in the first year” and authorized a levy limit factor of “one hundred three percent.” This limit factor means that the maximum revenue generated by the BSK levy on existing properties may be increased by up to three percent annually, in addition to revenues based on new construction. This attachment describes a proposed policy for factors that the King County Council should consider when deciding the annual increase of the BSK levy rate each year, up to the maximum of three percent.
Policy
This policy establishes a framework as consideration for the County Council in setting the levy rate; the Council retains the authority to establish an annual levy rate that differs from this formula.  
In a given year, this policy recommends that the Council consider increasing the BSK levy by the lesser of:
(a) three percent, which is the limit factor stated in Ordinance 18088, or
(b) the combination of the Seattle Consumer Price Index (CPI-W) and King County’s population growth rate (referred to below as the “economic growth index”). 
Additionally, the Council should consider a floor of zero percent for the annual change, which would maintain current revenue levels even if the economic growth index is below zero. 
The County should consider this economic growth index each year because it provides a merged index that is a proxy for drivers of the County’s costs of service:
· CPI-W tracks the change in price over time of a representative basket of goods and services, which is a proxy for economy-driven inflationary cost increases.
· Population growth is a proxy for how many people are eligible for the County’s provided services. 
In other words, this combined index represents likely cost increases in the BSK program over time due to increases in the number of people served (population growth) and inflationary cost increases per-person (CPI-W). Linking BSK’s source of revenue to these cost factors creates a sustainable long-term future for this fund. 
Process and Data Sources
The CPI-W is a statistical series produced monthly by the U.S. Bureau of Labor Statistics (BLS).  Each August, the King County Forecast Council adopts a forecast of the CPI-W, based on the rate published by BLS for the CPI-W for the Seattle-Tacoma-Bremerton area.  This policy recommends that each year the Council consider the King County Forecast Council’s adopted August forecast for CPI-W, or the July forecast if an August forecast is not available. 
The population forecast will be based on a 10-year rolling average of historical population growth in King County, with the annual average growth rate over that period used in determining the economic growth index. The source of the historical population information will be The Washington State Office of Financial Management.
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