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Metropolitan King County Council
Budget and Fiscal Management Committee


REVISED STAFF REPORT

Proposed Ordinance 2015-0046 was amended in the Budget and Fiscal Management Committee on June 10, 2015.  In the Proposed Substitute Ordinance, Attachment A—the Interlocal Agreement—was amended to extend the date by which Fire Districts are required to sign to December 31, 2015.  The Proposed Substitute Ordinance also made some edits to the statement of facts. The Proposed Substitute Ordinance was passed out of Committee with a do pass recommendation.
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SUBJECT:

Proposed Ordinance 2015-0046 would authorize the Executive to enter into an interlocal agreement with the King County fire districts to protect the fire districts from the effects of prorationing under RCW 52.16.160 resulting from approval of a levy measure to fund the construction of the Puget Sound emergency radio network.

SUMMARY

Proposed Ordinance 2015-0046 authorizes the Executive to sign an Interlocal Agreement (ILA) concerning Fire District prorationing resulting from the PSERN levy.  Voters approved a ballot measure on April 28, 2015 authorizing a nine-year property tax levy lid lift to pay for PSERN.[footnoteRef:1] [1:  Subject to final certification by the King County Canvassing Board, scheduled for May 12, 2015.] 


Pursuant to Ordinance 17993 (the PSERN levy ordinance), up to $1 million per year will be made available out of PSERN levy proceeds to Fire Districts that signed ILAs with the County if the Fire Districts experience levy prorationing due to the PSERN levy.  Executive staff report that the ILA has been signed by 21 of 24 Fire Districts, although one of the 21 signatories has since withdrawn its signature[footnoteRef:2] and three of the 21 signatory Fire Districts signed the agreement after the February 1, 2015 deadline.[footnoteRef:3]  As a result, only 17 of the 24 Fire Districts are considered signatories under the terms of the ILA.   [2:  FD #39 South King Fire and Rescue sent the executive a letter dated April 10, 2015 "rescinding the previously signed and agreed to ILA".]  [3:  FD #20  Skyway and FD #38 Eastside Fire signed on April 6, 2015. FD #13 Vashon signed on April 14, 2015.] 


BACKGROUND

RCW 84.52.043 establishes a maximum aggregate property tax rate of $5.90 per $1,000 of assessed valuation for counties, cities, fire districts, library districts, and certain other junior taxing districts.  Under state law, if a taxing district reaches its statutory rate limitation, that district can only collect the amount of tax revenue that would be produced by that statutory maximum levy rate.  In other words, the tax district’s levies must be reduced in order to comply with the state limitation.  Reductions are made in accordance with a district hierarchy established under RCW 84.52.010.  In general, countywide levies (such as the PSERN levy) are the most senior taxing districts and would be the last to be reduced, or prorationed, under state law.  

Ordinance 17993 placed an April 28, 2015 ballot measure authorizing a nine-year property tax levy lid lift before the King County voters for the capital, financing and other costs associated with the replacement of the County’s emergency radio network, commonly referred to as the Puget Sound Emergency Radio (PSERN) project.  The PSERN levy ordinance included a provision that would allow for PSERN levy proceeds to fund a $9 million fire services protection allocation to protect Fire Districts from the need to reduce staff or services in the event Fire Districts are prorationed as a result of the PSERN levy.

Proposed Ordinance 2015-0046, if enacted by the Council, would authorize the Executive to sign an Interlocal Agreement (ILA) with King County Fire Districts that protects Fire Districts from a reduction in their revenue collections in the event of prorationing.

The proposed ordinance also includes the Fire District ILA, as an attachment, as proposed by the Executive, which specifies how the fire services protection allocation described in the PSERN levy ordinance would be administered.  

The Executive has also transmitted to the Council two additional proposed ordinances that would authorize the Executive to sign an additional Interlocal Agreement and a Memorandum of Agreement related to PSERN:  

· Proposed Ordinance 2015-0045:  Memorandum of Agreement Regarding Future Operation of The Puget Sound Emergency Radio Network
· Proposed Ordinance 2015-0047:  Puget Sound Emergency Radio Network Implementation Period Interlocal Cooperation Agreement

ANALYSIS

The Executive has proposed a Fire District ILA that specifies how the fire services protection allocation described in the PSERN levy ordinance would be administered.   

As proposed, the Fire District ILA, submitted as an attachment to Proposed Ordinance 2015-0046, would make up to $1 million of PSERN levy proceeds available annually to Fire Districts that sign the ILA in the event of prorationing as a result of the PSERN levy.  


Table 1 summarizes key terms and conditions in the proposed Fire District ILA.

Table 1.  Fire District ILA Key Terms and Conditions
	Term/Condition
	Description

	Duration/Termination
	· Effective upon authorized signature of the County and the signatory Fire District. 
· Fire District must execute the Agreement by February 1
· Terminates December 31, 2024 

	Triggering Conditions
	· A Fire District's levy is subject to prorationing in the same year that the County levies a PSERN property tax
· The Fire District has indicated in its levy resolution that it intends to protect $0.25 per $1,000 of assessed value of the tax levy from prorationing

	
Amount Due
	· Total payments to all fire districts would be capped at $1 million annually.
· If no fire district is prorationed in a given year, the $1 million held in reserve for that year may not be not used in a future year.
· Payments to a fire district that experiences prorationing would be commensurate with the amount that the fire district is prorationed in that year, subject to the $1 million cap.

	Fire District Obligations
	· Fire Districts are required to use any payments received under the ILA to prevent reductions in Fire District staff or services that would otherwise result from prorationing.  



In accordance with RCW 84.55.050, Fire Districts are required to use any funding received under the fire services protection allocation to supplement, but not supplant, existing funding. 

Using the March 2015 Office of Economic and Financial Analysis forecast, which projects continued growth in the County’s assessed valuation, Executive staff put the likelihood as very low that any Fire District will be prorationed in 2016 as a result of the PSERN levy.  In addition, Executive staff estimates that if assessed values in King County remain stable or increase over the life of the PSERN levy, the likelihood remains very low that any Fire District would be prorationed as a result of the PSERN levy.[footnoteRef:4]    [4:  In 2015, three taxing districts were projected to be prorationed in King County, Hospital District #1 (Valley Medical Center); Fall City Metropolitan Park, and Si View Metropolitan Park.  ] 


However, if the assessed valuation in King County were to drop significantly (as in the case of a major recession), Fire Districts’ levies could be prorationed during the term of the levy. In that case, however, the $1 million allocated as part of this levy is an annual cap and there would not be additional exposure to the PSERN levy beyond this allocation. 

Executive staff report that the ILA has been signed by 21 of 24 Fire Districts, although one of the 21 signatories has since withdrawn its signature[footnoteRef:5] and three of the 21 signatory Fire Districts signed the agreement after the February 1, 2015 deadline.[footnoteRef:6]  As a result, only 17 of the 24 Fire Districts are considered signatories under the terms of the ILA.   [5:  FD #39 South King Fire and Rescue sent the executive a letter dated April 10, 2015 "rescinding the previously signed and agreed to ILA".]  [6:  FD #20  Skyway and FD #38 Eastside Fire signed on April 6, 2015. FD #13 Vashon signed on April 14, 2015.] 


ISSUES

The Fire District ILA required Fire Districts to sign by February 1, 2015 in order to be eligible to receive funding from the PSERN levy’s fire services protection allocation.  Six[footnoteRef:7][footnoteRef:8] of the 24 of the Fire Districts did not sign by this time. Subsequently, an additional Fire District[footnoteRef:9] rescinded its approval of the ILA. These Fire Districts are not eligible to receive funding under the ILA should prorationing occur.  [7:  The six Fire Districts that did not meet the February 1, 2015 deadline are: FD#2 (Burien) passed the ILA but did not return a signed copy; FD #13 (Vashon) signed April 14; FD #20 (Skyway) signed April 6; FD#31 did not sign; FD #36 (Woodinville) did not sign; and FD#38 (Eastside Fire) signed April 6.]  [8:  FD #2 (Burien) indicated to executive staff that the ILA had been signed.  However, FD#2 did not return a copy of the signed ILA.   Since the signature (and date of signature) of FD#2 could not be verified, FD#2 is included in the 6 Fire Districts that did not sign by February 1, 2015.]  [9:  FD #39 South King Fire and Rescue sent the executive a letter dated April 10, 2015 "rescinding the previously signed and agreed to ILA".] 


At the May 13, 2015 meeting of the Budget and Fiscal Management Committee, Councilmembers requested that Executive staff contact all 24 Fire Districts about the possibility of amending the ILA to change the date by which Fire Districts are required to sign.  Such an amendment would allow all Fire Districts who sign the amended agreement to be eligible to receive funding under the ILA in the same manner. Executive staff conducted outreach as requested and received no feedback indicating concerns.

AMENDMENTS

At the June 3, 2015 meeting of the committee, Councilmembers directed staff to draft an amendment that would extend the date by which the Fire Districts are required to sign the Interlocal Agreement. The striking amendment (S1) would extend the date to December 31, 2015. This amendment will allow all Fire Districts who sign the Interlocal Agreement by December 31st to be eligible to receive funding in the same manner.

[bookmark: _GoBack]In addition, S1 makes minor edits to the statement of facts to align the statement of facts with two other related proposed ordinances: Proposed Ordinance 2015-0045 (authorizing the Executive to enter into an interlocal agreement concerning PSERN implementation) and Proposed Ordinance 2015-0047 (authorizing the Executive to enter into a memorandum of agreement concerning operation of PSERN after completion).  
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