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At the May 19th meeting of the Budget & Fiscal Management Committee, the Committee members unanimously supported an amendment to Proposed Ordinance 2011-0018 adding a limit factor growth of the greater of 1% or the CPI-W for the Seattle metropolitan area (up to a maximum of 3%). The Committee then unanimously forwarded the ordinance to the full county council with a do-pass recommendation. 
The Committee left 2011-0019 in Committee. 
SUBJECT:    
Renewal of the Veterans & Human Services Levy
SUMMARY:  
This staff report reviews two propositions to provide regional health and human services to residents of King County by renewing authorization of a property tax levy.   If approved by the Council, Proposed Ordinance 2011-0018 would place the renewal of the Veterans and Human Services Levy before the voters at the August 16, 2011 primary election. Alternatively, if the Council approves Proposed Ordinance 2011-0019 the levy renewal vote would occur at the November 8, 2011 general election.  
This legislation was recently considered by the Regional Policy Committee (RPC) for review and action.  The current proposed ordinances are in the form approved by the RPC at their March 9, 2011 meeting. The RPC also forwarded both ordinances to the BFM Committee and took no position as to whether the August or November election was preferred. The RPC also did not add this item to their Work Program as an item of mandatory referral, meaning that any subsequent changes by the County Council would not trigger a re-referral to the RPC. Following consideration by the the Budget Committee, approved legislation will move to the full Council for final action.  
BACKGROUND:  

In 2005, King County voters approved the Veteran’s and Human Services Levy (VHSL) which generates an average of $14.6 million per year for a variety services to help veterans, military personnel, their families, and other individuals and families in need across the county. The levy consists of $0.05 per $1,000 assessed valuation, with the first year of collection in 2006.  The final year of collection under the current levy is 2011. 
The levy funds health and human services such as housing assistance, mental health counseling, substance abuse prevention and treatment, and employment assistance; as well as capital facilities and improved access to and coordination of services for veterans, military personnel and their families.  
As stipulated in the 2005 ballot measure, fifty percent of the levy proceeds are dedicated to services for veterans, military personnel and their families; and fifty percent are dedicated to improving health, human services and housing for a wider array of people in need. Annually, at least $2 million of veterans funds are designated for enhancements to the existing King County Veterans’ Program, and $1.5 million in non-veterans funds are dedicated to early childhood prevention and intervention.  Levy administration costs are about five percent of the total funds. 

After voters passed the levy in 2005, the Council passed Ordinance 15406 in April 2006 which provided direction as to how the money from the Levy should be spent and called for a plan to be prepared by the Executive. It specified that “the (levy) proceeds shall be used primarily to prevent or reduce homelessness and unnecessary involvement in the criminal justice and emergency medical systems for veterans, military personnel and their families and other individuals and families most at risk.”

The Veterans and Human Services Levy Service Improvement Plan (SIP) for the Veteran’s and Human Service Levy was approved by Council in October 2006 via Ordinance 15362.  The Service Improvement Plan is a blueprint for expenditure of levy funds, outlining priority populations and investment areas, detailing how and on what service areas the levy funds will be expended over its six year lifespan.   The SIP also clarified the roles and responsibilities of two new oversight boards (the Veterans Citizen Levy Oversight Board and Regional Human Services Levy Oversight Board) charged with reviewing and monitoring levy funds and expenditures.
The levy funds are dedicated to five broad strategy areas corresponding to the Council’s direction: veterans, homelessness, behavioral health, strengthening families and resource management and evaluation.    The five overarching strategies are outlined below:


Strategy One
Enhancing services and access for veterans 


Strategy Two
Ending homelessness through outreach, prevention, permanent supportive housing and employment


Strategy Three
Increasing access to behavioral health services


Strategy Four
Strengthening families at risk

Strategy Five
Increasing effectiveness of resource management and evaluation

There are unique services organized under the five VHSL strategy areas.  With the exception of two programs specifically targeting chronic homelessness based in Seattle and south King County, the programs and services funded by the VHSL are designated and delivered as regional resources to assist those most in need throughout the county.  

The SIP identifies four target populations for levy funded services.  Selection of these populations was based on research of need, input received from community stakeholders, and the requirements outlined in the levy ordinance in 2006.  Broadly, these populations are:

1. Veterans, military personnel and their families in need 
2. Individuals and families who have experienced long-term homelessness 
3. Individuals who have recently been released from prison or jail; and

4. Families and young children who are at risk. 

The VHSL policy makers and planners recognized that the range of needs presented by each of the target populations is greater than the levy alone can meet.  Consequently, the VHSL is acknowledged to be one effort among many local, regional and statewide efforts seeking to improve the lives of King County’s most vulnerable residents.  Further the SIP acknowledges that the levy will be most successful if it promotes collaboration across funding streams and leverages resources from local, state and national sources in the public and private sectors.  Levy activities are planned to align with efforts targeting the same or similar populations as addressed by the Committee to End Homelessness and other countywide initiatives. 
Table 1, on the following page, shows a financial recap of the first five years of the existing levy in terms of where program resources have been allocated. Please keep in mind that there is an additional year of spending (2011) and there was a lag-time during the first several years between the beginning of tax collections and the beginning of program spending. 
	Table 1: Veterans and Human Services Levy Funds 1141 and 1142 Combined

	Levy Strategy Areas
	Program Dollars Per Plan  2006-2010
	Life to Date Cumulative Expenditures 
Through 2010

	Overarching Strategy 1: Veterans
	 
	 

	1.1
	Expand geographic range of the King County Veterans' Program
	 $             2,274,848 
	 $                 438,732 

	1.2
	Increase capacity of the King County Veterans' Program
	 $             9,862,360 
	 $              8,488,029 

	1.3
	Phone resource for veterans
	 $                400,000 
	 $                 108,334 

	1.4
	Provide training & info re: VA linkages
	 $                160,000 
	 $                           - 

	 
	Subtotal
	 $           12,697,208 
	 $              9,035,095 

	Overarching Strategy 2: Homelessness
	 
	 

	2.1
	Initiatives to identify/engage/house long term homeless
	 $             2,930,000 
	 $              2,643,682 

	2.2
	Increase permanent housing w/support services
	 $           15,143,507 
	 $            15,143,507 

	2.3
	Landlord risk reduction
	 $             1,000,000 
	 $                   38,820 

	2.4
	Investment in support services for housing
	 $             5,000,000 
	 $              3,869,743 

	2.5
	KCCJI housing/services
	 $             2,000,000 
	 $              1,589,385 

	2.6
	Perm housing placement suppt/CJ parents exiting transitional hsg
	 $                330,000 
	 $                 124,179 

	2.7
	Housing stability program
	 $             4,000,000 
	 $              2,724,617 

	2.8
	Link education & employment to supportive housing
	 $             3,550,000 
	 $              2,927,733 

	 
	Subtotal
	 $           33,953,507 
	 $            29,061,667 

	Overarching Strategy 3: Behavioral Health
	   
	 

	3.1
	Integrate MH/CD into primary care clinics
	 $             5,000,000 
	 $              4,375,714 

	3.2
	Training programs in trauma sensitive & PTSD treatment
	 $                300,000 
	 $                 115,372 

	3.3
	Train behavioral health providers in PTSD
	 $             1,000,000 
	 $                 484,628 

	3.4
	In-home services to treat depression in elderly vets, others
	 $                700,000 
	 $                 643,967 

	 
	Subtotal
	 $             7,000,000 
	 $              5,619,681 

	Overarching Strategy 4: Strengthening Families
	 
	 

	4.1
	Nurse Family Partnership
	 $             2,044,449 
	 $              2,044,600 

	4.2
	Pilot new services for maternal depression
	 $             1,961,638 
	 $              1,741,638 

	4.3
	Early childhood intervention/prevention
	 $             1,903,413 
	 $              1,793,489 

	4.4
	Early intervention support for parents exiting CJ/in transitional hsg
	 $                840,000 
	 $                 615,280 

	4.5
	Invest in education and employ for single parents exiting CJ
	 $                450,000 
	 $                 222,672 

	4.6
	Family Treatment Court
	 $                890,739 
	 $                 742,273 

	 
	Subtotal
	 $             8,090,239 
	 $              7,159,951 

	Overarching Strategy 5: Resource Management and Evaluation
	 
	 

	5.1
	Evaluation
	 $             1,600,000 
	 $                 757,417 

	5.2
	Cross system planning/Youth
	 $                250,000 
	 $                           - 

	5.3
	Profile of offenders with MH & COD
	 $                120,000 
	 $                 120,000 

	5.4
	Planning, training, service design efforts
	 $                300,000 
	 $                           - 

	5.5
	Safe Harbors
	 $                975,000 
	 $                 840,801 

	5.6
	Information systems1
	 $                350,000 
	 $                 175,000 

	5.7
	Consultation and training (HIPAA)
	 $                150,000 
	 $                   65,946 

	5.8
	Common data set
	 $                440,000 
	 $                 118,679 

	5.9
	Facilitation of ongoing partnerships
	 $                600,000 
	 $                 509,237 

	 
	Subtotal
	 $             4,785,000 
	 $              2,587,081 

	 
	Strategy Totals
	 $           66,525,954 
	 $            53,315,206 

	Other Expenditures
	 
	 

	 
	Administration
	 $             2,323,652 
	 $              1,782,391 

	 
	Board Support and Other Miscellaneous Direct Program Costs
	 $             1,380,239 
	 $              1,371,358 

	 
	Planning, Development and Start-up
	 $             1,717,408 
	 $                 584,087 

	 
	Other Subtotal:
	 $             5,421,299 
	 $              3,737,836 

	 
	
	 
	 

	
	Grand Total
	 $           71,947,253 
	 $            57,053,042 


ANALYSIS:
Levy Proposal:

Proposed Ordinance 2011-0018 and Proposed Ordinance 2011-0019 each call for a ballot measure to renew authorization of the Veterans and Human Services property tax levy.  PO 2011-0018 sets the election date at the Washington State primary date of August 16, 2011 and PO 2011-0019 sets the election date at the general election on November 11, 2011.   With the exception of election date, both pieces of legislation are exactly the same.  

The proposed ballot measures and ordinances are also similar to, but not exactly the same as, the 2005 ballot measure enacted by Ordinance 15279.  The following is a brief summary of the ordinance sections and how they compare to the previous ballot measure.

Section 1 Findings:  This section contains current citations of the previous ballot measure and summary information of the investments and activities related to the 2006 – 2011 Veterans and Human Services Levy.  The findings note the expiration of the current levy collection at the end of 2011 and detail the positive outcomes of levy and how its policy goals have been met.  The findings also note the growing population of veterans in Washington State; continued homelessness in King County; the current recession affecting King County residents; and challenges to funding human services from King County’s general tax revenues as reasons to renew the levy.  Finally it is noted that the economic crisis and lowered property values has resulted in some jurisdictions’ cumulative taxing rates in King County to have reached the limits of the authorized tax rate under state law.   An increase in the Veterans and Human Services Levy rate would exacerbate issues of revenue collection in some jurisdictions for flood prevention, hospital maintenance and fire district operations.    

Section 2 Definitions:  This section is exactly the same as Ordinance 15279 and provides definitions for the terms used in the ballot measure.  It again defines veterans as those persons who have served in any branch of the military, including the National Guard and reservists for any military branch and defines military personnel as persons currently serving in any of those capacities.  Regional health and human services means a range of services and related capital facilities, including housing, that include but are not limited to: prevention and early intervention services; criminal justice linked services, crisis intervention services and rehabilitation and support services for individuals and families.

Section 3. Levy submittal to the voters:  This section calls for the submittal of the proposition to the qualified electors (voters) to approve reauthorizing the property tax for six consecutive years with collection beginning in 2012 at a rate not to exceed five cents per one thousand dollars of assessed value to provide the necessary funds for provision of regional health and human services.

Section 4. Deposit of levy proceeds:   This section is exactly the same as Ordinance 15279 and stipulates the levy proceeds will be divided with fifty percent for regional health and human services for veterans, military personnel and their families and the other fifty percent for regional health and human services for people in need of such services.

Section 5. Eligible Expenditures:  This section is exactly the same as Ordinance 15279.  It states all levy proceeds will be used to pay for regional health and human services including but not limited to services for veterans, military personnel and their families, services for children and youth, the elderly, the unemployed and underemployed and for services specific to veterans’ needs such as treatment for post traumatic stress disorder and specialized employment assistance.  Services can also include a range of range of regional health and human services and related capital facilities including but not limited to, housing assistance, homelessness prevention, mental health counseling, substance abuse prevention and treatment, and employment assistance.  Expenditures can also strengthen and improve the health and human services system and infrastructure to provide greater access to services and better coordination and integration of services addressing the needs of veterans, military personnel and their families.
Section 6. Call for special election:   This section sets the date for the election.   Proposed Ordinance 2011-0018 sets the date as August 16, 2011 and Proposed Ordinance 2011-0019 sets the date as November 11, 2011.  This section also has the wording of the proposition (with edits as may be required by the prosecuting attorney).   The wording differs slightly from the previous proposition because it explicitly states the half the proceeds will support veterans and their families and the other half will support programs open to all.  Again it lists the types of health and human services as housing assistance, mental health counseling, substance abuse prevention and treatment and employment assistance and that the levy would also fund capital facilities.
Section 7.  County citizen oversight boards established:  If the levy is reapproved by the voters the oversight boards as called for in the previous ballot measure would be continued.
Section 8. Ratification Calls for Clerk of the Council to certify the proposition to the Director of the Elections Department.

Section 9.  Severability.  Allows if any provision of the ordinance or its application to any person or circumstance is held invalid, the remainder of the ordinance or application of the provision to other persons or circumstances is not affected
Similar to the last effort – should the voters reauthorize this property tax levy for the provision of regional health and human services – the Executive would propose specific services and programs to be funded with the levy proceeds over the next six-year period.     

Executive staff are currently reviewing the efficacy and outcomes of the current levy investments. They are also evaluating the current landscape of health and human services funding, changing demographics and service needs in King County. With revenues still declining as a result of the recession and budget reserves largely drained, the state, county and local governments have made spending cuts that have reduced or eliminated many critical services to vulnerable people.   Funding priorities and areas of emphasis my need to be adjusted from the current levy period to ensure appropriate and the most needed services can be funded.
Financial analysiS: 
Both Proposed Ordinance 2011-0018 and Proposed Ordinance 2011-0019 call for the renewal of the Veterans & Human Services Levy with an initial rate of $0.05 per $1,000 of Assessed Valuation.  Neither ordinance contains language for an alternate inflator factor so the levies will be allowed to grow by 1% annually plus the value of new construction.

The current levy generated approximately $88 million over the six year collection period. The annual collections varied from $13.5 million in 2006 to $15.5 million for 2011. The levy rates varied from a high of $0.05 per $1,000 AV in 2006 to a low of $0.039 in 2009. The annual amounts and rates for each of the 6 years are included in Table 2 below: 

Table 2: Tax Collection & Rate History VHSL 2006-2011
	Year
	2006
	2007
	2008
	2009
	2010
	2011
	Total

	Amount
	   13,528,554 
	   13,961,360 
	   14,448,408 
	   14,936,570 
	   15,290,659 
	   15,553,245 
	   87,718,797 

	Rate
	0.0500
	0.04673
	0.04237
	0.03856
	0.04468
	0.04791
	 


In November 2008, voters approved a charter amendment requiring establishment of a Forecast Council and Office of Economic and Financial Analysis (OEFA). The charter amendment was the result of a desire by the county Council and the Executive to promote objective, transparent economic and financial analysis and reporting. Ordinance 16391 formally created the Forecast Council and OEFA. Forecast tax collections for the next levy period will be produced using the official forecasts of King County which have been prepared by OEFA and approved by the Forecast Council. 
The initial 2012 forecast was approved by the Forecast Council in March. The 2012-2017 forecast of collections -- at an initial rate of $0.05 per $1,000 AV and a 1% inflator factor -- is shown in Table 3 below. 

Table 3: Forecast of Tax Collections for VHSL Renewal 2012-2017

	Year
	2012
	2013
	2014
	2015
	2016
	2017
	Total

	Amount
	   16,347,231 
	   16,610,356 
	   16,895,246 
	   17,217,790 
	   17,571,275 
	   17,953,380 
	   102,595,278 

	Rate
	0.0500
	0.048
	0.046
	0.044
	0.043
	0.041
	 


With the forecast for a very sluggish rebound in the new construction sectors, the levy is only projected to grow by an average of 1.9% annually. Of that growth, 1% is from the base levy itself. This is significantly lower than what would be expected during “normal” periods of real-estate growth. This will artificially suppress tax collections over the next levy period. For example, before the property values began to fall in the 2010 tax collection cycle, the current levy experienced growth of an average of 2.5%. This lack of growth will erode the “buying power” of the levy, especially if there is an uptick in the rate of inflation. There will be further discussion of the limit factor later in the staff report. 
A homeowner with an assessed valuation of $400,000 in 2012 would pay $20 in the first year from this property tax. 
Remaining Decisions: 

Election Schedule: 

As previously noted, the RPC forwarded both an August Primary and November General election to the King County Council. This has left the option to the Council as to which election would be preferred. 

Proposed Ordinance 2011-0018 would forward a proposition to the voters at the August 16, 2011 primary election. As of the writing of this staff report, only a referendum from the City of Seattle regarding the Alaskan Way Viaduct replacement has been scheduled as a major item throughout the County for that election. However, there is disagreement as to whether this item is actually a referable item. It is currently unclear whether that item will occur. Additional items for the August primary may materialize prior to the May 24th deadline. 
Proposed Ordinance 2011-0019 would forward a proposition to the voters at the November 8, 2011 general election. As of the writing of this staff report, only the City of Seattle, Families and Education levy has been scheduled as a major item throughout the county for that election. However, with the Washington State budget and other municipal governments facing severe budget issues, it is not unreasonable to assume that additional ballot measures may materialize prior to the cutoff for the general election. 

Growth of Levy Proceeds: 

Under Washington state law, lid-lift levies (such as the VHSL) are allowed to increase by 1% over the prior year’s levy plus the value of new construction. This is true for all levies, unless the ballot proposition (and ordinances approving the proposition) contain a different limit factor; a different increase than the 1% amount. At the RPC committee meetings and in preparation for those meetings, different limit factors were discussed. 

As discussed previously in this staff report, the services that the levy can support will erode over the life of the levy. This is simply a product of the forecasted costs of services are projected to increase greater than 1%. While the ultimate cost growth will be determined by the programs and services proposed by the Executive and adopted by the Council, the services largely rely on people. The costs associated with employees will grow by more than 1% per year. 

If the Council were to choose a different limit factor for the levy, some of those service losses could be mitigated through the additional tax revenues that would be gained. Table 4 shows different scenarios for limit factors and how those scenarios would affect both the tax collections as well as the rate. 
Table 4: Limit Factor Scenarios

	Year
	2012
	2013
	2014
	2015
	2016
	2017
	Total

	1% Growth Factor
	 
	 
	 
	 
	 
	 
	 

	Amount
	   16,347,231 
	   16,610,356 
	   16,895,246 
	   17,217,790 
	   17,571,275 
	   17,953,380 
	   102,595,278 

	Rate
	0.0500
	0.048
	0.046
	0.044
	0.043
	0.041
	 

	2% Growth Factor
	 
	 
	 
	 
	 
	 
	 

	Amount
	   16,347,231 
	   16,773,828 
	   17,229,252 
	   17,730,472 
	   18,271,769 
	   18,851,827 
	   105,204,379 

	Rate
	0.0500
	0.049
	0.047
	0.046
	0.045
	0.043
	 

	CPI-W Growth Factor
	 
	 
	 
	 
	 
	 

	Amount
	   16,347,231 
	   16,742,769 
	   17,227,486 
	   17,783,765 
	   18,392,498 
	   19,048,147 
	   105,541,896 

	Rate
	0.0500
	0.048
	0.047
	0.046
	0.045
	0.044
	 

	3% Growth Factor
	 
	 
	 
	 
	 
	 
	 

	Amount
	   16,347,231 
	   16,937,301 
	   17,566,552 
	   18,253,227 
	   18,993,014 
	   19,785,899 
	   107,883,224 

	Rate
	0.0500
	0.049
	0.048
	0.047
	0.046
	0.046
	 


As the table shows, there is very little impact on the actual tax rate between the various scenarios, the lowest the rate is projected to get is 4.1 cents by 2017 under the 1% scenario. The highest the rate is projected to get is 4.6 cents by 2017 under the 3% growth under the 3% growth factor projection. This difference of 0.5 cent equates to $2 on a $400,000 home. The difference between a 1% scenario and a CPI-W scenario would be the greatest in the final year of the levy with a difference of 0.3 cent, equating to roughly $1.20 on a $400,000 home in the final year. 
Despite the relatively minor change in rate, the total collection will be several million dollars different depending on the limit factor chosen. Compared to the base rate of growth of 1% the various scenarios would be: 

· $2.6 million greater over the life of the levy at a 2% limit factor 

· $2.9 million greater over the life of the levy at a CPI-W limit factor

· $5.3 million greater over the life of the levy at a 3% limit factor

REASONABLENESS: 

Council staff analysis is complete and the item is ready for committee action. 
