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SUBJECT

Proposed Ordinance 2020-0110 would place a proposition on the August 4, 2020 ballot, authorizing a six-year roads levy lid lift to fund county road maintenance and preservation. 

Proposed Motion 2020-0111 would document the council’s intent regarding incremental funding and programming allocations for the funding that would be generated through the lid lift, if approved by the council and passed by the voters on the August 4, 2020 ballot.  

SUMMARY

Proposed Ordinance 2020-0110 would place on the August 4, 2020 ballot a proposition authorizing a six-year permanent levy lid lift to support the maintenance and operations of the unincorporated King County road system. As proposed, the ballot measure would increase the roads levy rate to its statutory maximum of $2.25 per $1000 of assessed property value in year one and allow for inflationary growth in years two through six. The effective levy rate at the end of year six would then be used to calculate all subsequent annual levy rates. As a result, the levy increase would generate approximately $122 to $166 million in additional revenue over the six year levy period.[footnoteRef:1]  [1:  The range represents the potential impact of annexations on total levy proceeds. Annexations are discussed in detail in the analysis section of this staff report. ] 


The levy is restricted to property owners in unincorporated King County and would increase the annual property taxes on a median-priced home in unincorporated King County by an average of $212 through 2026.  

Proposed Motion 2020-0111 would document the council’s intent for the use of the incremental roads levy proceeds that will result should the council adopt, and the voters approve, the six-year permanent levy lid lift as provided in Proposed Ordinance 2020-0110. The motion identifies seven high priority county road and bridge needs that are intended to guide allocation of the incremental increase in roads levy funds to the Road Services Division capital and operating programs. 



BACKGROUND 

King County Roads Funding. The King County road system consists of approximately 1,500 miles of roads, 182 bridges, over 47,000 traffic control signs, 80 traffic signals, 114 miles of protective guardrail, 54 traffic cameras, 3.4 million linear feet of drainage pipe, over 28,000 culverts, 718 crosswalks, and 275 miles of sidewalk in the county’s unincorporated areas.[footnoteRef:2] This system is supported by revenue from three primary sources: a dedicated property tax on unincorporated properties,[footnoteRef:3] the state gas tax and grant funding; with the property tax contributing nearly 80% of Roads revenue in the 2019-2020 budget.[footnoteRef:4] Over the years, the combined impact of municipal annexations, state limitations on available revenue options, lingering effects of the Great Recession, implementation of the state’s Growth Management Act, voter initiatives, and aging infrastructure has resulted in a structural decline in the county’s capacity to maintain and improve its road and bridge network. Using just the effects of the Great Recession as an example, between 2010 and 2013 average assessed residential value in unincorporated King County fell by almost 40 percent; sharply reducing roads levy funding, which has yet to fully recover.  [2:  Based on available data from 2019 roads inventory. ]  [3:  RCW 36.82.040]  [4:  Road Services Division 2019-2020 Line of Business Plan. September 20, 2018. ] 


In August of 2015, the Bridges and Roads Task Force (Task Force) was established to assess Roads’ constrained finances and explore funding solutions to address the county’s deteriorating road network. In January of 2016, the Task Force published its final report that identified an annual funding gap of $250 to $400 million. Yet based on property tax forecasts provided by the Office of Economic and Financial Analysis (OEFA) and gas tax projections by the Washington State Department of Transportation (WSDOT), Roads will see average estimated revenues of just over $100 million annually over the next ten years – less than half of the estimated $220 million needed annually to moderate the decline of the system and to minimize risk. 

The financial situation for Roads’ Capital Improvement Program (CIP) is particularly strained. The division’s 2019-2020 Line of Business Plan stresses that CIP funding is no longer adequate to keep pace with or make a net gain in the growing backlog of infrastructure needs. With existing revenues, current estimates show that Roads funding transfers for capital projects will cease entirely by 2025. If such trends continue, Roads estimates there are thirty-five bridges and over seventy miles of roadway that would need to be restricted or closed to public use over the next twenty-five years. 

Property Tax Levy Lid Lifts in Washington State. Generally, Washington State law bars any taxing jurisdiction from increasing the total property tax levy amount collected from current assessed valuation, excluding new construction, by more than 1% annually.[footnoteRef:5] Over time, if a district’s taxable base grows, the rate a jurisdiction is allowed to levy tends to drift downward from the maximum statutory rate[footnoteRef:6] resulting in a structural decline in revenue collection.  [5:  RCW 84.55]  [6:  State law (RCW 84.52.043) establishes maximum levy rates for the various types of taxing districts (the state, counties, cities and towns, road district, etc.). ] 


To increase a regular levy above the 1% limit, a jurisdiction may either use banked capacity[footnoteRef:7] or, if no banked capacity exists, seek voter approval to increase its levy up to the statutory maximum rate; known as a levy lid lift. Levy lid lifts can either be single-year or multiple-year lifts. Single-year levy lid lifts, also known as “one-bump” lifts, can exceed the 1% annual limit for one year only, and then future increases are limited to 1% for the duration of the levy. So while the levy may be approved for multiple years, the 1% limitation may only be exceeded for a single year. Multiple-year lifts can exceed the 1% annual limit for up to six consecutive years. [7:  “Banked Capacity” involves a jurisdiction taking less than the maximum increase in any given year and “banking” that remaining capacity to use in the future. King County does not currently have any banked capacity. ] 


Levy lid lifts can also either be temporary or permanent. With a temporary lift, once the levy expires, the levy rate reverts back to what it would have been if the levy lid lift was never approved. With a permanent lift, the levy lid does not revert back to what the rate was before the lift was approved. 

[bookmark: _GoBack]The charts below illustrate the four types of levy lid lift options available under state law.[footnoteRef:8]  [8:  MRSC: Levy Lid Lifts. http://mrsc.org/Home/Explore-Topics/Finance/Revenues/Levy-Lid-Lift.aspx] 
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For jurisdictions in King County, new funds raised through a multi-year levy lid lift may not supplant existing funds.[footnoteRef:9] There are no other jurisdictions outside King County which are subject to the State’s supplanting limitations.    [9:  RCW 84.55.050(2)(b))] 


ANALYSIS

Proposed Ordinance 2020-0110 Overview.  Proposed Ordinance 2020-0110 would place on the August 4, 2020 ballot a proposition authorizing a six-year permanent levy lid lift to support the maintenance and preservation of the King County roads system. The initial levy rate is proposed to be set at the statutory maximum limit of $2.25 per $1,000 of assessed value (AV) and would also set an annual limit factor of Consumer Price Index Seattle-Tacoma-Bremerton (CPI-W) plus population growth or the 1% limit established in RCW 84.55, whichever is greater. If approved, the proposal would generate approximately $714 to $758 million through 2026, which represents approximately $122 to $166 million in additional revenue above what would be generated under the current levy rate.[footnoteRef:10] [10:  The roads levy is restricted to property owners in unincorporated King County and is therefore highly impacted by annexations. For each roads levy forecast, OEFA works with Executive staff to determine the best assumptions as to when major annexations will occur. OEFA then breaks out the Assessed Value of each annexation area and deducts this out for the year the annexation is forecasted to occur. The lower range in revenue represents a scenario in which the proposed levy lid lift is approved and several significant annexations do occur within the six year duration. These annexations include: all of North Highline in 2023 and Skyway/West Hill and East Federal Way in 2025. The upper range in revenue represents a scenario where the proposed levy is approved, but the assumed annexations do not occur within the duration of the approved levy. All further estimates for annual levy rates and proceeds provided in this staff report assume the annexations will occur.      
] 

Table 1 below shows the annual limit factor, levy collections and levy rate from 2021 through 2026 as estimated by the August 2019 OEFA forecast. It should be noted that OEFA is preparing its March 2020 forecast so projected levy collections could change based on that updated forecast.  

Table 1. Estimated Limit Factor, Annual Levy Collections and Levy Rate
	
	2021
	2022
	2023
	2024
	2025
	2026

	Estimated Limit Factor (CPI + Pop.)
	3.5%
	3.3%
	3.4%
	3.4%
	3.6%
	3.6%

	Estimated Effective Levy Rate1
	$2.250
	$2.242
	$2.250
	$2.234
	$2.250
	$2.250

	Estimated Proceeds
	$115,952,833
	$118,358,764
	$118,706,754
	$123,506,721
	$116,694,728
	$121,044,515


1 The effective levy rate is a function of assessed value, new construction, and the limit factor.

At the proposed rate of $2.25 per $1,000 AV a single-family home in unincorporated King County with a current median price of $479,000[footnoteRef:11] would pay $1078 for 2021. Under the current road levy rate of $1.84, the cost for the same home owner in 2021 would be $881. Table 2 compares estimated roads levy proceeds at the current projected levy rate with that of the levy rate under the proposed ordinance.  [11:  Value as of February 2020 as determined by the King County Assessor’s Office.   ] 


Table 2. Current Levy vs. Proposed Levy 
	Current Levy 

	
	2021
	2022
	2023
	2024
	2025
	2026

	Estimated Effective Levy Rate
	$1.836
	$1.831
	$1.855
	$1.799
	$1.947
	$1.907

	Estimated Proceeds
	$94,648,602
	$96,294,406
	$97,878,570
	$99,475,403
	$101,000,418
	$102,612,693

	Proposed Levy

	Estimated Effective Levy Rate
	$2.250
	$2.242
	$2.250
	$2.234
	$2.250
	$2.250

	Estimated Proceeds
	$115,952,833
	$118,358,764
	$118,706,754
	$123,506,721
	$116,694,728
	$121,044,515

	Difference 

	Levy Rate
	$0.413
	$0.419
	$0.395
	$0.435
	$0.303
	$0.343

	Proceeds
	$21,304,231
	$22,064,358
	$20,828,184
	$24,031,318
	$15,694,310
	$18,431,822



Under the proposal, annual levy rates through 2026 would be an average of $.38 higher than under the current levy rate and would generate an annual average of $20.4 million more in revenue. 

Permeant Levy Lid Lift. As described earlier, Proposed Ordinance 2020-0110 would ask voters in unincorporated King County to approve a six-year, permanent roads levy lid lift. If approved, the resulting levy rate at the end of 2026 would be used to calculate all subsequent levy rates. Table 3 shows the estimated levy rate and levy proceeds from 2027 to 2030. 

Table 3. Estimated Out-Year Limit Factor, Annual Levy Collections and Levy Rate
	
	2027
	2028
	2029
	2030

	Estimated Limit Factor 
	1%
	1%
	1%
	1%

	Estimated Effective Levy Rate
	$2.238
	$2.184
	$2.135
	$2.090

	Estimated Proceeds
	$125,465,960
	$127,468,563
	$129,500,150
	$131,561,316



As Table 3 shows, beginning in 2027, the effective roads levy rate would not revert back to the 2020 rate of $1.84, but would again be subject to the 1% annual limit. As a result, the effective levy rate would again see a gradual decline from the statutory maximum in the out-years. 

Over the ten year period (2021-2030) the proposed levy lid lift would generate a total of approximately $1.23 billion, or approximately $211 million more than would have been collected under the current levy rate at the 1% annual limit.   

Levy Suppression. Council staff asked OEFA about whether pro-rationing would be expected as a result of the levy proposition, should it ultimately pass with voter approval.  Pro-rationing, or suppression, occurs when a senior taxing district, such as the County, raise a levy or imposes a new levy such that in some tax codes the total property tax rate exceeds the aggregate limit for cities, counties and special districts of $5.90 per $1,000 AV – in those cases, some junior taxing districts have had to reduce property tax collections.  OEFA staff indicated while it is possible suppression may occur, it is unlikely. According to OEFA staff, the roads levy could be upwardly adjusted $0.41 cents (the difference between the current forecast and $2.25) in 2021 and not impact the $5.90 limit. With current economic trends, most levy rates are going down each year. However, a recession or other events could raise rates in the future and increase the likelihood of reaching the $5.90 limit.

Proposed Motion 2020-0111 Overview. The proposed motion would provide clarity and document the council’s intent regarding the allocation of incremental roads levy proceeds. The proposed motion identifies seven high-priority unincorporated road and bridge needs including:

1. Maintaining 2019-2020 levels of core countywide safety and preservation programs;
2. Preserving 2019-2020 levels of operations and maintenance; 
3. Performing emergency repairs as necessary to keep roads and bridges open and functional for the travelling public;
4. Implementing pavement preservation projects;
5. Conducting bridge replacement and intersection safety projects;
6. Implementing bridge load upgrade program projects; and
7. Providing local matching funds to leverage grant opportunities.

The motion further declares that the seven road and bridge needs should serve as a guide for the Road Services Division in allocating the incremental roads levy proceeds. 

Proposed 2021-2030 Incremental Roads Levy Allocations. Section 4 (Eligible Expenditures) of Proposed Ordinance 2020-0110 would allow the incremental levy lid lift proceeds to be used for: A. The costs attributable to the special election held in conjunction with the primary election on August 4, 2020 and B. The construction, repair, improvement preservation and maintenance of the county’s road and bridge system generally. Roads estimates election costs in the range of $280,000 to $370,000. 

The remaining incremental levy proceeds are proposed to be distributed across seven high priority road and bridge areas as outlined in Proposed Motion 2020-0111. 

Maintaining 2019-2020 Levels of Core Countywide Safety and Preservation Programs. From the total proceeds, approximately $97 million is proposed to be allocated to maintaining the 2019-2020 levels of core countywide safety and preservation programs. This includes an estimated $28 million for quick response, $40 million for drainage preservation, $5 million for guardrail preservation, $5 million for bridge priority maintenance, $9 million for high collision safety projects, $3.5 million for guardrail construction and $5.4 million for emergent project needs.  

Maintaining 2019-2020 Levels of Operations and Maintenance. From the total proceeds, approximately $47 million is proposed to be allocated to preserving 2019-2020 levels of operations and maintenance. Roads O&M activities include snow and ice response, bridge inspection and analysis, as well as minor bridge repair, road side vegetation management, shoulder clearing and restoration and many others. 

Emergency Repairs to Roads and Bridges. Under the proposal, no specific amount is set aside for the emergency repairs high priority area, as emergency repairs are unprogrammed. This is because sink holes, flood damage, landslides and other events which may damage or put at risk roadway infrastructure are by their very nature unknowable. According to Roads staff however, the availability of additional levy proceeds would allow emergency repairs to be accomplished without taking away from other programmed projects or activities.  

Pavement Preservation. From the total proceeds, approximately $22 million is proposed for pavement preservation projects. According to Roads staff, this will allow for fifty to sixty centerline miles of new pavement in the unincorporated area. 

Bridge Replacement and Intersection Safety. From the total proceeds, approximately $27 million is proposed to be allocated to fund six bridge projects and six intersection safety projects. The six bridge replacement projects include: Cottage Lake Creek, Bear Creek, Berrydale, Issaquah Creek, Deep Creek and North Fork.[footnoteRef:12] The six intersection safety projects include: South 360 Street and Military Road South, Rainier Avenue South and Lakeridge Drive Intersection Improvements, Enumclaw Plateau Traffic Review and Safety Modifications, Renton Ave South Sidewalk Phase III, Southeast Kent Kangley at Southeast Landsburg Road Intersection Improvements and 10th Avenue Southwest Traffic Calming[footnoteRef:13].   [12:  As currently proposed, funding for the Berrydale and North Fork is for grant matching only. The total cost of the project would not be covered by the proposed allocations. ]  [13:  As currently proposed the funding for S 360 Street and Military Road S and SE Kent Kangley at SE Landsburg Road is limited to design and right of way costs. The total cost of the projects would not be covered by the proposed allocation.] 


Bridge Load Upgrades. From the total proceeds, approximately $7 million is proposed to upgrade and modernize county bridges to increase their load carrying capacity. 

Providing local matching funds to leverage grant opportunities. From the total proceeds, approximately $10 million is proposed to leverage additional grant funding for capital projects. According to Roads staff, this $10 million will be used to leverage an estimated $40 million in additional grant funding. 

The two graphs below provide a summary of the intended use of the incremental levy proceeds from 2021 through 2030 and the financial impact these proceeds will have on Roads’ capital and operating programs. The first graph gives a general overview of the allocations to the high priority road and bridge needs, except emergency repairs which are not programmed. 

Proposed 2021-2030 Use of Incremental Levy Funds 
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The second graph illustrates the effect the additional levy funds will have on Roads’ financial stability over the next decade. 
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SCHEDULE

The following are key full Council meeting deadlines[footnoteRef:14] to place this measure on the August ballot: [14:  Council Clerk's memorandum on Deadlines for Adoption of Ballot Measures in 2020 (Attachment 4)] 


· Last regular Council meeting assuming maximum processing time (25 days) is April 1st 
· Last regular Council meeting assuming minimum processing time (10 days) is April 22nd 
· Last regular Council meeting as a non-emergency is April 29th
· Last regular Council meeting to pass the ordinance as an emergency is May 6th
· Last special Council meeting to pass the ordinance as an emergency is May 8th

INVITEES

· John Taylor, Director, Department of Local Services
· Rick Brater, Division Director, Department of Local Services, Roads Services Division

ATTACHMENTS

1. Proposed Ordinance 2020-0110
2. Proposed Motion 2020-0111 
3. Roads Levy Use Scenarios 
4. Council Clerk’s memorandum on Deadlines for Adoption of Ballot Measures in 2020
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