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SUBJECT:    

Briefing 2017-B0122 provides analysis of Proposed Ordinance 2017-0232, which would renew and replace the expiring 2012-2017 Veterans and Human Services Levy (VHSL).  Note:  The proposed levy replacement will be referred to as “VSHSL” throughout the staff report. 

SUMMARY:  

This is the second Budget and Fiscal Management Committee briefing on the Executive’s proposed replacement of the VHSL.  The legislation (Proposed Ordinance 2017-0232) has been referred, first, to the Regional Policy Committee.  Proposed Ordinance 2017-0232 is a proposition to provide regional health and human services to residents of King County by replacing an existing property tax levy that is due to expire at the end of the year.   The Executive’s proposal would create a new six-year levy (2018-2023) that increases the existing VHSL rate from $0.05 per $1,000 of assessed value (initial 2012 rate) to $0.12 per $1,000 of assessed value (initial 2018 rate).  

The new levy would provide additional funding to add services for veterans and their families, seniors and human services, including for vulnerable populations (VSHSL). In the first year, no less than 50 percent of all proceeds would be dedicated to promote housing stability, including capital facilities.  In subsequent years, the housing stability distribution would fall to no less than 25 percent.

If approved by the Council, a renewal levy could be placed before the voters at the November 7, 2017 general election.  The last regular Council meeting at which the Council could act as a non-emergency would be the July 17, 2017 meeting.  The last regular Council meeting at which the Council could act as an emergency would be the July 24, 2017 meeting.  

BACKGROUND:  

2006-2011 Veterans and Human Services Levy (VHSL)

In November 2005, King County voters approved the first Veterans and Human Services Levy (Ordinance 15279) which generated an average of $14.6 million per year to fund 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.  The property tax levy was based on $0.05 per $1,000 of assessed value, with the first year of collection in 2006.  The final year of collection under the levy was 2011. 

2012-2017 Renewed VHSL

In August 2011, King County voters approved a renewed Veterans and Human Services Levy (Ordinance 17072), which provides annual revenues of approximately $15.9 million (2012 collections) to $18.6 million (2017 forecasted collections). The property tax levy is based on $0.05 per $1,000 of assessed value (AV) plus annual increases by the percentage increase in the consumer price index or 1 percent, whichever is greater, with a maximum increase of 3 percent, for six years starting in 2012.[footnoteRef:1]  [1:  The Council authorized the VHSL renewal under ordinance 17072, which passed in May 2011.] 


The current levy is expected to generate approximately $103 million over the six year collection period. The levy rates varied from a high of $0.05 per $1,000 AV in 2012 to a low of $0.04 in 2017. The annual levy amounts and rates for each of the six years are identified in Table 1 below: 

Table 1. Tax Collections for existing VHSL Levy 2012-2017
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The levy’s purpose is to support a range of health and human services such as housing assistance, homelessness prevention, 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. Fifty percent of the current levy proceeds are dedicated to services for veterans, military personnel and their families, and fifty percent is dedicated to improving health, human services and housing for a wider array of people in need.

A more detailed summary of the legislative history is provided in Attachment 4.

ANALYSIS:

This section summarizes the levy proposal and provides staff analysis as follows:

· Levy proposal
· Summary of the levy ordinance sections
· First-year estimated funding distribution
· Second-year estimated funding distribution
· Veterans allocation analysis and potential policy issues
· Vulnerable populations allocation analysis and potential policy issues
· Seniors and their caregivers allocation analysis and potential policy issues
· Housing stability analysis and potential policy issues
· Crosscutting policy issues
· Broad definitions of “regional health and human services”
· Executive’s proposed rebate program
· Implementation plans
· Administrative expenses
· Governance
· Suppression
· Levy limit factor
· Blueprint Report attachment
· Supplantation

Levy Proposal: 

Proposed Ordinance 2017-0232 calls for a ballot measure to renew and replace the 2012-2017 Veterans and Human Services property tax levy and sets the election date at the Washington State general election on November 7, 2017.

The Executive’s proposal would create a new six-year levy (2018-2023) that increases the existing VHSL rate from $0.05 per $1,000 Assessed Value (AV) (initial 2012 rate) to $0.12 per $1,000 AV (initial 2018 rate).  Levy proceeds would increase from $18.6 million (2017) to an estimated $60.7 million (2018).  Under this initial rate, a homeowner with an AV of $450,000[footnoteRef:2] (King County Median AV Value) would pay $54 in the first year of this property tax.  In comparison, at the current VHSL rate of $0.04 per $1,000 of AV[footnoteRef:3], a property at the median value would pay $18.   [2:  http://kingcounty.gov/depts/assessor/Reports/annual-reports/~/media/depts/assessor/documents/annualreports/2017/17AVByCity.ashx?la=en.  ]  [3:  The 2012 rate was 0.05.  Over the years, the growth in AV has reduced the rate to 0.04 in 2017.  See Table 1 on page 2.] 


The additional funding would add services for veterans and their families, vulnerable populations and seniors. In the first year, no less than 50 percent of all proceeds would be dedicated to promote housing stability, including capital facilities.  In subsequent years, the housing distribution would potentially fall, with a minimum of 25 percent of levy proceeds dedicated to promote housing stability, including capital facilities.

As mentioned above, the current levy generated approximately $103 million over the six-year collection period. The annual collections varied from $15.9 million in 2012 to $18.6 million in 2017. The levy rates varied from a high of $0.05 per $1,000 assessed value (AV) in 2012 to a low of $0.04 in 2017. 

The 2018-2023 forecast of collections for Proposed Ordinance 2017-0232 – at an initial rate of $0.12 per $1,000 AV and a 3 percent inflator factor – is shown in Table 2 below.  The forecast is based on AV projections provided by the Office of Economic and Forecast Analysis (OEFA).  The proposed ordinance sets the inflator at “up to 3 percent” and the Executive has indicated that it has deferred the specific inflator decision to the Council.

Table 2: Forecast of Tax Collections for VHSL Renewal 2018-2023
	
	2018
	2019
	2020
	2021
	2022
	2023
	Total

	Amount
	$60,710,761
	$63,449,604
	$66,206,389
	$69,041,026
	$71,980,171
	$75,017,268
	$406,405,219

	Rate
	0.12000
	0.11925
	0.11982
	0.11976
	0.11847
	0.11746
	0.1191

	
	
	
	
	
	
	
	



The OEFA forecast projects elevated new construction levels and stable growth in the assessed value of existing real estate. Based on current OEFA assumptions and projections, this new construction and AV growth would allow the levy to grow at 3 percent without creating any issues of suppression, provided the King County metropolitan park districts protect their levies pursuant to Revised Code of Washington (RCW) 84.52.120.[footnoteRef:4] This will be discussed further in a later section of the staff report. [4:  The total countywide assessed valuation forecast is derived by summing forecasts for the residential, commercial, and condo sub-sectors in King County. Each forecast model incorporates forecasts of national, statewide, and local indicators such as gross domestic product (GDP), income, regional employment, home sales, and permitting levels. In addition, as directed by the KC Forecast Council, the forecasts are submitted at the 65 percent confidence level, which means there’s a 65 percent chance the actual value will in come above forecast. Beyond 2018, OEFA forecasts long-term AV to grow between three and five percent based on current economic assumptions.] 


Potential policy issue:  The levy rate is proposed to increase to an initial rate of 12 cents per $1,000 AV.  The initial rate for the previous and current VHSL was 5 cents.  The amount at which to set the rate is a policy choice for the Regional Policy Committee and Council to consider.[footnoteRef:5] [5:  Note that the Budget and Fiscal Management Committee Chair directed staff to draft a striking amendment that would set the rate at 10 cents.  This amendment was included in the packets for the Budget and Fiscal Management Committee meetings on May 24, 2017 and June 14, 2017.] 


Summary of Levy Ordinance Sections:

The following is a brief summary of each of the sections in Proposed Ordinance 2017-0232.

Statement of Facts:  This section contains current citations of the previous ballot measure and summary information of the investments and activities related to the 2012 – 2017 Veterans and Human Services Levy.  The section also provides the rationale for maintaining and expanding the VHSL, including a focus on new populations including seniors, survivors of traumatic experiences including sexual assault, domestic violence, human trafficking and sexual exploitation.  The section notes that the VHSL has provided an increasingly large share of King County's funding for essential basic human services as the County’s General Fund's structural deficit reduces the portion of funding available to support human services.

The section notes that the levy will have an outcomes-orientation that appropriately aligns with the plans for the best starts for kids levy and the mental illness and drug dependency sales tax. This section also notes that the County’s prioritization of equity and social justice efforts to eliminate racially disparate health and human services outcomes in King County will guide the council and the executive in the process of designing, administering, and evaluating the policies and programs related to the VSHSL.

The Statement of Facts outlines the intent that the majority of levy proceeds expended to build capital facilities under authority of this ordinance shall be for very low-income households, which are households whose total income is no higher than 30 percent of the median income level for the county, which vary by household size, as defined by the US Department of Housing and Urban Development or its successor agency.  In addition, the Statement of Facts indicates an intent to limit administrative expenses to five percent of levy proceeds, consistent with the existing levy. 

Section 1. Definitions:  This section provides definitions for the terms used in the ballot measure.  It defines veteran as a person who has served in the United States Army, Navy, Marines, Air Force or Coast Guard in the National Guard, active duty or reserve component of that branch of the military.  Although worded differently, the definition of “Veteran” is substantially similar to the definition used in the current and original Veterans and Human Services levies.  “Military Servicemember” is similarly defined for current members of those organizations.  

This section defines “Regional Health and Human Services” as a wide range of services, programs, operations and capital facilities that promote outcomes relating to healthy living, housing stability, financial stability, social engagement, service system improvement and service system access to meet basic human needs and promote healthy living and communities.  The section provides additional detail on the kinds of services covered by the definition.  

This section defines “Vulnerable Populations” as persons or communities who are susceptible to reduced health, housing, financial, or social stability outcomes because of current experience of or historical exposure to trauma, violence, poverty, isolation, bias, racism, stigma, discrimination, disability or chronic illness. Examples of vulnerable populations identified in the proposed ordinance include, but are not limited to: 

· Survivors of domestic violence; 
· Survivors of sexual assault; 
· Survivors of human trafficking; 
· Survivors of sexual exploitation; 
· Persons with a disability; 
· Family caregivers for persons with a disability; 
· Refugees; 
· Low-income residents of rural communities; 
· Persons living in poverty; 
· Persons at risk of or experiencing homelessness; 
· Persons reentering society from criminal justice system involvement; and
· Persons at risk of criminal justice system involvement due to disproportionate practices of enforcement, mental illness or substance use disorders.

This section defines “Caregiver” as a person who, without pay, cares for or supervises another person who requires such care or supervision due to disability, chronic illness or, in the case of a senior, age-related decline. Note that government-provided benefits or financial assistance provided directly to a person for being a caregiver are not considered pay within the proposed definition.

This section defines “Senior” as a person who is at least fifty-five years old. 

Finally, it defines the “Limit Factor” for the levy at one-hundred and three percent.

Section 2. Levy submittal:  This section calls for the submittal of the proposition to the qualified electors (voters) to approve reauthorizing the property tax:

· To provide necessary moneys for the provision of regional health and human services to King County’s veterans and their families, military servicemembers and their families, seniors and their caregivers and vulnerable populations, and for limiting the impact of the levy on metropolitan park districts and fire districts due to pro-rationing.
· Election date of November 7th
· Period of six consecutive years (2018-2023)
· A rate not to exceed 12 cents per $1,000 of AV
· Limit factor of one-hundred three percent

Section 3. Deposit of levy proceeds: The levy proceeds would be deposited in a special revenue fund, which would be created by a separate ordinance.

Section 4. Eligible Expenditures:  This section of the ordinance describes eligible expenditures, including:

· $200,000 of each year’s collections to reduce the levy’s impact on metropolitan park districts and fire districts to the extent their levies may be pro-rationed and to the extent pro-rationing was caused solely by this levy.
· The remainder of the proceeds are proposed to be divided into three equal allocations for:  

Veterans. One-third of the remaining proceeds would be used to plan, provide, administer and evaluate a wide range of regional health and human services and capital facilities for veterans and military servicemembers and their respective families.	

Seniors and caregivers. One-third of the remaining proceeds would be used to plan, provide, administer and evaluate a wide range of regional health and human services and capital facilities for seniors and their caregivers or to promote healthy aging in King County. 

Vulnerable Populations. One-third of the remaining proceeds would be used to plan, provide, administer and evaluate a wide range of regional health and human services and capital facilities for vulnerable populations. 

In each of the above areas, the proposed ordinance would dedicate a minimum of 50 percent of the proceeds of the levy’s first year to promote housing stability, including both services and capital facilities.  In subsequent years, the proposed ordinance would set aside at least 25 percent of levy proceeds from each of the three allocations for this same purpose.

Section 5. Call for Special Election: This section would set the date for the election on November 7, 2017 and provide the specific language to appear on the ballot.

Section 6. Governance: This section would require the Executive to transmit by August 23, 2017 for Council approval a plan and ordinance that creates and prescribes the composition and duties of the board or boards that would provide oversight of the levy proceeds expenditures. The proposed ordinance outlines that the board or boards shall be charged with overseeing distribution of levy proceeds, consistent with authorized expenditures under the proposed ordinance, and report annually to the Executive and Council on the fiscal and performance management of the levy. The proposed ordinance also provides that the plan may describe additional matters on which the board or boards are empowered to provide advice to Council or the Executive. 

Section 7. Implementation Planning:   This section would require that the Executive transmit two plans.

Transition Plan:  The proposed ordinance requires that, by August 23, 2017, the Executive transmit for Council review and approval by ordinance a levy transition plan. The proposed ordinance requires that the transition plan describe how proceeds from the first year of the VSHSL would accomplish the following three tasks:

1. Recommend a course of action that would minimize service discontinuity for veterans and military servicemembers and their respective families and other individuals and families in need during the transition between the current VHSL and the new VSHSL;

2. Propose any new staffing (denoted in Table 2 as bridge staffing) and planning activities required to plan for and administer the VSHSL until the implementation plan required is enacted and procured; and

3. Propose a plan for the portion of Veterans, Seniors and Human Services first-year proceeds required to fund capital facilities and regional and human services that promote housing stability for veterans, seniors and vulnerable populations. As transmitted, this would be 50 percent of the first year’s levy collections per expenditure allocation after the deduction of $200,000 for suppression mitigation.

Implementation Plan:  Section 7 of the proposed ordinance requires that the Executive transmit by March 16, 2018, an implementation plan for the VSHSL for council review and adoption by ordinance. The plan required by the proposed ordinance shall describe expenditure of levy proceeds to achieve outcomes related to healthy living, housing stability, financial stability, social engagement, service system improvement and service system access for veterans and military servicemembers and their respective families, seniors and their caregivers, and vulnerable populations, consistent with the eligible expenditures outlined in Section 4 of the proposed ordinance.

Attachment A.  Veterans, Seniors and Human Services Levy: Blueprint Report:  This report is attached to Proposed Ordinance 2017-0232 and is intended to serve as a blueprint for the VSHSL.  According to Executive staff, the report is intended to build upon the key findings of the reports attached to Motion 14822 and Motion 14823.  

First-Year Estimated Funding Distribution:

Table 3 below illustrates the funding distribution based on the levy ordinance provisions and attached Blueprint Report (Attachment A), as well as information provided by Executive staff. Staff analysis is ongoing as to whether the proposed ordinance language would allow for expenditure within these allocations to meet the percentage requirements over the life of the levy or whether expenditures would need to meet these percentage benchmarks annually. 

Table 3: Estimated First-Year Distribution of Levy Proceeds Based on Levy Ordinance and Information from Executive Staff
	1
	Estimated 1st Year Proceeds
= $60.7M


	2
	Less $200,000 for Fire & Park District Pro-rationing Set-Aside
= $60.5M


	3
	1/3 of remainder for Veterans/Military Servicemembers & Families

= $20.2M

	
	1/3 of remainder for Vulnerable Populations


= $20.2M
	
	1/3 of remainder for Seniors



= $20.2M

	4
	At least 50% of the $20.2M would be for housing stability, including capital

= $10.1M for housing stability for veterans/ military servicemembers
 
	
	At least 50% of the $20.2M would be for housing stability, including capital

= $10.1M for housing stability for vulnerable populations
	
	At least 50% of the $20.2M would be for housing stability, including capital

= $10.1M for housing stability for seniors

	5
	Remaining $10.1M for continuing existing services & bridge staffing

= At least $9.3M for existing services

Plus

Up to $0.8M for bridge staffing and/or new services

	
	Remaining $10.1M for continuing existing services & bridge staffing

= At least $9.3M for existing services

Plus

Up to $0.8M for bridge staffing and/or new services

	
	Remaining $10.1M: 



= $10.1M for new services 
(to be determined after adoption of the Implementation Plan)



The first-year proceeds are estimated at $60.7 million.  The proposed levy ordinance calls for deducting $200,000 (line 2) for a set-aside to mitigate levy suppression, and then one-third of the remainder (approximately $20 million) would be allocated each to the three categories of funding (line 3).  

From this distribution, according to the proposed ordinance, at least 50 percent, or approximately $10 million each, would be dedicated to capital facilities and services that promote housing stability (line 4).  According to Executive staff, the intent is to continue 2018 funding for existing providers in the veterans’ allocation and the human services allocation at approximately $9.3 million,[footnoteRef:6] which is the same amount of funding that was received by providers in 2017 (line 5) and to use a portion of the remainder for “bridge staff.”  [6:  Executive staff indicate that continuing existing services within the veterans and human services allocations would include some funding for housing capital and/or services in addition to the 50 percent of $10.1 million dedicated funds in the first year. ] 


Consistent with the veterans’ allocation and the human services allocation, the seniors allocation would receive approximately $20 million (line 3).  All of the first-year funding would be dedicated to capital facilities and services to promote housing stability and add new services for seniors as a new population.[footnoteRef:7]  The Executive has indicated that the approximately $10 million (line 5) in housing stability funds in the seniors allocation would be allocated in the first year of the levy, but that first-year non-housing expenditures (approximately $10 million) would be held until the enactment of the Implementation Plan in 2018. [7:  The Executive has indicated that the currently funded Pearls Program, targeted at Seniors at approximately $400,000 annually, will—if continued into the new levy period by Council--continue to reside in the Human Services budget in the Transition Plan.  This will ensure that all services in the Seniors Bucket will be newly funded programs.  ] 


Potential policy issue:  While Executive staff indicate an intent to continue 2018 funding for existing providers in the veterans and vulnerable populations allocations at approximately $9.3 million, consistent with 2017 funding, the levy ordinance does not include language to require continued funding of existing providers in 2018.  

Second-Year Estimated Funding Distribution:

According to the Office of Economic and Financial Analysis (OEFA), the second-year levy proceeds are currently projected to grow to $63.4 million.  The growth in proceeds, combined with a reduction in the required housing stability distribution (from at least 50 percent to at least 25 percent), are expected to create additional capacity to fund new programs in each allocation and/or expand the existing services in the veterans allocation and the vulnerable population allocations.  Table 4 below illustrates how the second-year proceeds would be allocated.  
Table 4: Estimated Second-Year Distribution of Levy Proceeds Based on Levy Ordinance and Information from Executive Staff
	1
	Estimated 2nd Year Proceeds
= $63.4M


	2
	Less $200,000 for Fire & Park District Pro-rationing Set-Aside
= $63.2M


	3
	1/3 of remainder for Veterans/Military Servicemembers & Families

= $21.1M

	
	1/3 of remainder for Vulnerable Populations


= $21.1M
	
	1/3 of remainder for Seniors



= $21.1M

	4
	At least 25% of the $21.1M would be for housing stability, including capital

= At least $5.3M for housing stability for veterans/ military servicemembers
 
	
	At least 25% of the $21.1M would be for housing stability, including capital

= At least $5.3M for housing stability for vulnerable populations
	
	At least 25% of the $21.1M would be for housing stability, including capital

= At least $5.3M for housing stability for seniors

	5
	Remaining proceeds (up to $15.8M) for planning, providing, administering and evaluating a range of services and capital facilities for veterans and military servicemembers and their respective families

	
	Remaining proceeds (up to $15.8M) for planning, providing, administering and evaluating a range of services and capital facilities for vulnerable populations
	
	Remaining proceeds (up to $15.8M) for planning, providing, administering and evaluating a range of services and capital facilities for seniors and their caregivers




Executive staff have indicated that population groups may overlap and that they intend to track population groups served based on which of the three allocations funds each specific program, service or strategy.  For example, a senior may be a veteran who cares for a child who has a disability; if the individual is served by a program that is designated as a veterans program, that individual would be counted as a veteran and the expenditures would be tracked as an expenditure from the veterans allocation. The current Veterans and Human Services Levy has a similar potential for overlap and expenditures are similarly tracked.

Veterans Allocation Analysis and Potential Policy Issues:

The proposed new levy would more than double the current levy investment of approximately $9.3 million a year for veterans, servicemembers, and their respective families. Per the proposed ordinance, one-third of the proposed levy proceeds (after accounting for the annual pro-rationing reserve) would be used to plan, provide, administer and evaluate a wide range of regional health and human services and capital facilities for veterans and military servicemembers and their respective families. 

Specific to housing stability, which will be covered in more detail later in this staff report, in the first year of the proposed new levy, at least 50 percent of the proceeds dedicated to serving veterans, servicemembers, and their families would be used to fund capital facilities and regional health and human services that promote housing stability for veterans, servicemembers, and their families. In subsequent years, at least 25 percent of such proceeds would be dedicated for the same purpose. 

The proposed ordinance, as noted earlier in this staff report, requires that the Executive transmit (by August 23, 2017) a levy transition plan for Council review and approval by ordinance. This transition plan, as required, is to describe how proceeds from the first year of the VSHSL would accomplish tasks relating to service continuity during the transition between the current VHSL and the new VSHSL, staffing and planning activities during the transition, and a plan for the portion of the VSHSL first-year proceeds required to fund capital facilities and regional and human services that promote housing stability for veterans, seniors and vulnerable populations.

Possible areas of focus to address specific to this population for a proposed new levy were highlighted in the two reports (VSHL Assessment Report and VHSL Veterans Housing Assessment Report) responsive to Motion 14743, including:

· An increase of veterans living in poverty (both breadth and depth);
· An increase in veterans homelessness; 
· Changing population demographics and related needs; and
· Continued synergy with the King County Veterans Program, among federal, state, and local agencies, and the goals of the Regional Veterans Initiative.

The VHSL Assessment Report (Motion 14822) included a description of active duty military personnel and veteran household status, indicating that a majority (approximately 61 percent) of active duty military personnel and veterans in King County are married. The Report further notes that while the VHSL has recognized and placed increased attention and support toward health and economic needs for families and dependents of soldiers and veterans, this remains an underserved population. 

Potential policy issue: The proposed ordinance does not include a definition of “Family”, with respect to veterans and military servicemembers. Members may choose to add a definition to the proposed ordinance or (subject to voter approval of a proposed new levy) a potential implementation plan. For context, per Ordinance 17072, “Family” is defined for the current levy as ‘a veteran’s or military personnel’s spouse, domestic partner or child or the child of the spouse or domestic partner or other dependent relatives if living in the household of a veteran or military personnel.’

Vulnerable Populations Allocation Analysis and Potential Policy Issues:

Proposed Ordinance 2017-0232 defines vulnerable population as “persons or communities who are susceptible to reduced health, housing, financial, or social stability outcomes because of current experience of or historical exposure to trauma, violence, poverty, isolation, bias, racism, stigma, discrimination, disability or chronic illness.” The proposed levy ordinance outlines examples of vulnerable populations as including, but not being limited to, the following:

· Survivors of domestic violence
· Survivors of sexual assault
· Survivors of human trafficking
· Survivors of sexual exploitation
· Persons with a disability
· Family caregivers for persons with a disability
· Refugees
· Low-income residents of rural communities
· Persons living in poverty
· Persons at risk of or experiencing homelessness
· Persons reentering society from criminal justice system involvement
· Persons at risk of criminal justice system involvement due to disproportionate practices of enforcement, mental illness or substance use disorder

These example vulnerable populations were identified in the Revised Veterans and Human Services Levy Assessment Report, required by motion 14743, and approved by motion 14822, as potential priority populations for programming focus funded by a preplacement levy’s proceeds as follows:

· “Consideration should be given to supporting the unmet needs of survivors of domestic violence.”
· “Consideration should be given to system access to services for low-income residents of rural communities.”
· “Consideration should be given to investments to support survivors of human trafficking, to include commercially sexually exploited youth.”
· “Consideration should be given to criminal justice system diversion for all populations while preserving the current levy’s accomplishments in reentry for veterans and families.”
· “...consideration should be given to identifying and supporting targeted investments for...refugees, persons with disabilities, and survivors of sexual assault...”
· “Consideration should be given to a substantially increased emphasis on helping the levy’s priority populations gain or maintain affordable housing, paying particular attention to targeted investments that can catalyze broader system effectiveness in making homelessness rare, brief and one-time for VHSL priority populations.”[footnoteRef:8] [8:  Revised VHSL Assessment Report, pgs. 14-16.] 

· The needs of individuals living in poverty, including those who may fall in another potential priority population category, are described throughout the Revised VHSL Assessment Report.
Like the Revised VHSL Assessment Report, the proposed levy ordinance does not prioritize one vulnerable population example over another for programming or funding. As transmitted, levy proceeds could fund programming for any combination of vulnerable populations identified in the levy ordinance as examples or not identified as examples, so long as the population fits within the broad definition of vulnerable population in the proposed levy ordinance.

The housing stability portion of the allocation will be covered in more detail later in this staff report.

Potential policy issues:

1. Broad definition of “vulnerable population”:  The definition of “vulnerable population” in the proposed levy ordinance is broad.  While examples of populations that are included in this definition are provided, there is not precise alignment between all of these examples and population tracking categories in the present VHSL activities.  Nevertheless, Executive staff have provided a sum of spent or committed funding for 2012-2017 from the Human Services side of the current VHSL, excluding housing stability-related expenditures; this amount, $23,290,500, may also include human services funding for programs under which veterans received services.

Additionally, the 2017-2018 budget includes General Fund support in the Community Services Operating budget for Domestic Violence Survivor Services in the amount of $2,506,000[footnoteRef:9] and for Sexual Assault Services in the amount of $1,344,000.  There may be other County-funded programs that serve vulnerable populations as defined in the proposed levy ordinance.  Staff does not have additional funding level information.  These funds could be subject to supplantation restrictions if similar levy-funded services are provided to similar populations.  Supplantation will be discussed later in the staff report.  [9:  Document recording fees also provide $261,000 in additional support for domestic violence services. ] 


2. Civil legal services not referenced in proposed ordinance:  While the Blueprint Report attached to the proposed ordinance indicates that some potential priority populations have pronounced civil legal needs including veterans, seniors, refugees, homeless persons and those at risk of losing housing, and survivors of domestic violence, civil legal services is not specifically called out in the proposed levy ordinance’s operative language.  Executive staff indicate that civil legal services are intended to be   included within the broad definition of “regional health and human services.”  Consideration of civil legal services was identified as an area of interest by the Council and Regional Policy Committee in adopting Motion 14743.  

3. Immigrants not referenced in proposed ordinance:  While the Blueprint Report identifies needs related to immigrants and refugees, only refugees are specifically denoted in the proposed levy ordinance as an example of a vulnerable population.  Executive staff indicate that immigrants were not intended to be excluded from eligibility.  Many immigrants would still be eligible for services, though they are not specifically referenced in the proposed levy ordinance, as they may be vulnerable due to racism, isolation, poverty, or bias.

Seniors and Their Caregivers Allocation Analysis and Potential Policy Issues:

Proposed Ordinance 2017-0232 defines seniors as “a person who is at least fifty-five years old.” The Seattle-King County Area Plan on Aging for the 2016-2019 period,[footnoteRef:10] identifies a growing need for services for older adults in light of projected increases in the older adult population.[footnoteRef:11]  Likewise, the Revised Veterans and Human Services Levy Assessment Report, required by Motion 14743 and approved by Motion 14822, identified increasing needs for older adults.  A projected growing adult population, additional vulnerabilities experienced by the “older old” such as chronic health conditions, isolation, and risk of abuse, combined with reduced funding for this population in the region were noted as contributing to these needs.[footnoteRef:12] [10:  This is one of 13 designated Area Agencies on Aging in the State of Washington.]  [11:  Seattle-King County Aging and Disabilities Service, City of Seattle Human Services Department, Area Agency on Aging Seattle-King County, Washington, Area Plan 2016-2019, pg. 16-17. ]  [12:  VHSL Assessment Report, pg. 7] 


Caregivers is defined as a “person who, without pay, cares for or supervises another person who requires such care or supervision due to disability, chronic illness or, in the case of a senior, age-related decline. Government-provided benefits or financial assistance provided directly to a person for being a caregiver are not considered pay within this definition.” Caregivers of persons with disabilities are also included as an example of a vulnerable population in Proposed Ordinance 2017-0232. This section will refer to caregivers in the context of the seniors allocation only. 

King County’s Area Agency on Aging reports a total of $3 million reduction in program dollars in the last five years while at the same time serving 12,000 additional clients.[footnoteRef:13] Currently, King County’s Older Adult program within the Department of Community and Human Services coordinates planning and investments aimed at serving elders and people with disabilities in the King County region with the sponsoring agencies of the Area Agency on Aging in order to minimize duplication and maximize efficiencies.   [13:  VHSL Assessment Report, pg. 7] 


To that end, the Older Adult Program has focused its investments toward senior centers and the Unincorporated Area Volunteer Transportation program. The 2017-2018 budget includes General Fund support in the amount of $330,875 for eight senior centers and $7,127 for the Unincorporated Area Volunteer Transportation program. Additionally, the existing VHSL funds the Program to Encourage Active and Rewarding Lives (PEARLS), which is an evidence-based program for older adults experiencing symptoms of minor depression. The 2012-2017 investments for the PEARLS program totaled $1,938,000, with $936,000 in investments from the Veterans portion of the levy and $1,002,000 from the Human Services portion of the levy.

Additionally, while none of the current VHSL programs other than PEARLS is designated as a program specifically targeted to serve older adults or seniors, in the 2012-2017 VHSL levy period, program participants 55 and over in a given service year have ranged from 19.1 percent to 25.6 percent of clients whose ages were known.[footnoteRef:14]  [14:  Three of the 2012-2017 VHSL funded programs do not collect age data: Activity 2.2 Capital Investments, 3.2.A Veterans Trauma Competency Training, and 1.4.A Military Sexual Assault Trauma Training.] 


No programs in the present 2012-2017 VHSL are designated as specifically aimed at serving caregivers of older adults, though some services may incidentally be provided to caregivers.  Similarly, other County-funded programs may incidentally serve this population, but staff is not aware of any programs specifically dedicated to serving this population.  

The housing stability portion of the allocation will be covered in more detail later in this staff report.

Potential policy issues:

1. New dedicated allocation for seniors and their caregivers:  Motion 14743 identified older adults as a target population to consider for a specific strategy in the new levy; nevertheless, whether to dedicate a portion of the levy to seniors and at what percentage is a policy choice. 

2.  Seniors and their caregivers allocation spend rate and implementation planning:  The levy ordinance requires a transition implementation plan by August 23, 2017 for approval by ordinance that describes expenditure of proceeds from the first year of the VSHSL’s collections for capital facilities and human services that promote housing stability. 

The levy ordinance requires an implementation plan by March 16, 2018 for approval by ordinance that describes expenditure of proceeds for other programming within the seniors allocation and for subsequent years.  Executive staff note that it is their intent to not spend from the seniors allocation as outlined above until approval of the respective implementation plans. However, as the levy ordinance does not have language that requires levy funds be spent in accordance with either implementation plan, these funds could presumably be programmed and spent within the permissible allocations, assuming voter approval of the ballot measure and appropriation of funds by the Council, at the discretion of the Department of Community and Human Services (DCHS).  
 
3. Funding for seniors as caregivers provided for in the vulnerable populations allocation:  Seniors as caregivers of disabled individuals are identified as an example of a vulnerable population that may be served by programs funded by the vulnerable population allocation.  This means that funding for these senior caregivers could be accounted for in the vulnerable population allocation, rather than the senior allocation, depending on the purpose of the particular program.

Housing Stability Analysis and Potential Policy Issues:

According to the Executive, the magnitude of the proposed VSHSL’s investments in housing stability would exceed the current VHSL’s housing investments, so the VSHSL as proposed would increase funding to programming such that increased housing stability effects relative to the current VHSL might be a possible outcome.  Investments can be for capital (housing units and other capital expenditures) or for services. The Executive notes that defining outcomes and an evaluation framework for the VSHSL will be an essential part of the VSHSL’s transition and implementation plans.  

Potential policy issues:

1. Percentages set aside for housing stability:  Setting aside a portion of the levy proceeds to promote housing stability would be a new area of emphasis.  Proposed Ordinance 2017-0232 specifies minimum amounts for capital, services and programs to promote housing stability (at least 50 percent of first-year proceeds and at least 25 percent of proceeds in subsequent years).  The minimum first-year 50 percent threshold is double the percentage amount of funds dedicated to housing stability (including both capital and services) from the human services portion of the current VHSL (the current human services housing stability investments are at about 25 percent), and more than 2.5 times the percentage of funds spent in the current veterans portion (the current veterans housing stability investments are at about 18 percent).[footnoteRef:15]  Because the proposed levy rate would be significantly higher than the previous VHSL, with the mandatory minimum investment, the total dollars invested in housing stability across the life of the levy are likely to be significantly higher, even with percentage allocations to housing stability in Years 2-6 (25 percent) that are similar to the current VHSL expenditures (ranging from 18-25 percent in 2011-2017).  [15:  The Executive notes that total housing stability investments for the VHSL from 2012-2017 (including actual expenditures for 2012-2016 and projected expenditures for 2017) were $44.12 million, or 43 percent of the overall levy dollars.  Of these, $11.8 million were capital and $32.3 million were non-capital expenditures contributing to housing stability.] 


The Executive has indicated the intent to incorporate housing stability dollars into the first year of the levy at a higher percentage than subsequent levy years due to the regional crises of homelessness and housing affordability, the intent to increase veteran housing stability, and because of the length of time needed to bring housing projects online.  However, there is no specific required minimum for capital investments for Year One in the proposed levy ordinance.  If the intent communicated by Executive Staff to continue existing services and investments to avoid service discontinuity is carried out in Year One (some of these investments are now, and would therefore presumably be, for housing stability), it is also possible that housing stability investments could be significantly higher than 50 percent of levy proceeds through Year One or for the length of the transition plan period. Note that Proposed Ordinance 2017-0232 identifies minimum amounts but not maximum amounts for housing stability.

2. Ratios of housing capital to housing stability services:  Proposed Ordinance 2017-0232 does not propose a suggested or mandatory ratio between housing capital projects and housing stability services.  As such, it does not include estimates of housing units to be built for the three populations covered by the proposed levy.  Further, there is a broad concept of housing stability in the levy language. Executive staff have indicated that it is their understanding that levy proceeds may fund housing stability capital projects that are other than housing, as long as they contribute to housing stability. The Executive indicates that the eventual ratio of housing stability funds between capital and services may differ between the population categories based on the needs of each particular population category and notes that within a population group, the ratio of capital to services for housing stability could also change year-to-year over the life of the levy, to be determined in the transition and implementation plans.  

3.  Facilities and services that promote housing stability is a broad concept:  Housing stability is not included as a stand-alone definition in Proposed Ordinance 2017-0232. Rather, housing stability services is incorporated into the broad definition of regional health and human services in two ways: as an overall outcome area achieved by regional health and human services[footnoteRef:16] and also as a specific example within the non-exhaustive list of the wide range of services, programs, operations and capital facilities.[footnoteRef:17]  As written, the language could provide broad flexibility in terms of the types and amounts of investments and services that would be considered to promote housing stability through the minimum investment levels for the three population groups addressed in the proposed ordinance.[footnoteRef:18]   The Executive has indicated the intent to restrict capital expenditures to three of the six example areas in the non-exhaustive list[footnoteRef:19], likely to be addressed in the transition and implementation plans; however, the broad outcome language as written would allow both capital and services investments in any project contributing to housing stability (including but not limited to all example areas listed in the ordinance and areas not listed at all).   [16:  Proposed Ordinance 2017-0232, Section 1. F., Lines 246-248. ]  [17:  Proposed Ordinance 2017-0232, Section 1. F., Lines 251-254.]  [18:  Housing Stability is one of five outcome areas for the proposed levy that is outlined in the Blueprint Report.  The Blueprint Report indicates that affordable housing was the most frequently cited system gap in the online community engagement surveys, and that the issue of homelessness was a strong and recurring concern, including among seniors, veterans and chronically homeless people with behavioral health and disabilities. The report also states that the lack of housing blunts the effectiveness of other county investments in vulnerable populations as people focus on finding a place to stay instead of recovery, and that even for those who have homes, the situation is often precarious as incomes are not keeping pace with the cost of housing:  The report indicates that 65,000 households in King County are unstably housed (referenced as those who are earning between 30 and 50 percent of the Area Median Income, and severely cost burdened by paying more than 50 percent of their income towards rent).  It further states that renters are particularly burdened, representing 70% of households earning less than 50% of AMI, and both displacement and the ongoing homelessness crisis are referenced as serious issues.   

The Blueprint Report uses the following language to explain the levy investment in housing stability:  “The levy proposes to dedicate a portion of funding in each priority service area to support the creation or maintenance of affordable housing, the critical foundation for stability.  Affordable housing strategies will feature as a significant investment in the new levy’s approach to keeping King County’s veterans, older adults and vulnerable populations stably housed and supporting the region’s goal of making homelessness for all rare, brief and one-time.”  ]  [19:  Proposed Ordinance 2017-0232, Section 1. F., Lines 251-276 provides a non-exhaustive list of examples.  Executive staff has indicated that capital facilities are intended to be funded only under 1.F.(1): “Services, programs, operations and capital facilitate that promote housing stability or that contribute to making homelessness rare, brief and one-time …”, 1.F(3):  “Services, programs, operations and capital facilities that promote  social engagement and community building for individuals and groups in culturally, geographically, economically or linguistically isolated communities and for others experiencing or at risk of social isolation and its health-harming effects”, and 1.F(6):  “Services, programs, operations and capital facilities that improve or expand the delivery of health and human services, improve health and human services system access and navigability, reduce or prevent the disparate or traumatic effects of systems upon vulnerable populations, build the capacity and support the operations of health and human services providers to serve their clients and communities, or build the capacity of communities to partner with King County.”] 


As noted above, the Executive has indicated that they interpret the language in the levy ordinance to include capital projects that lead to housing stability but that are not housing as permissible projects funded by proceeds from the levy, in addition to capital for housing units.  

4. Income targets for housing units:  The Blueprint Report attached to the proposed ordinance indicates the Executive’s intent to target housing investments to units for very low income populations (30 percent of Area Median Income or below).[footnoteRef:20]  The proposed ordinance’s Statement of Facts reflects this intent by stating that “It is the intent of the county that over the course of the six year levy the majority of levy proceeds expended to build capital facilities… shall be for very low-income households, which are households whose total income is no higher than thirty percent of the median income level for the county…”[footnoteRef:21] However, the operative language of Proposed Ordinance 2017-0232 does not set an income target.  The Executive has indicated the intent that income eligibility for the Proposed Ordinance 2017-0232 expenditures would be set during the transition plan and implementation plan processes as specific systems are identified with which housing expenditures will connect. The Executive has also indicated that flexibility in income targets is needed particularly to respond to inflexible targets in other funding streams, such as federal requirements.  [20:  Thirty percent of Area Median Income for King County in 2014 was $26,040 for a family of four.]  [21:  Proposed Ordinance 2017-0232.1, Statement of Facts, Section 29, Line 228.] 


5. Seniors housing stability allocation:  The description of housing stability in the seniors and caregivers allocation indicates that at least 50 percent of the first-year proceeds and at least 25 percent in subsequent years shall be used to fund capital facilities and services that promote housing stability “for seniors” rather than “for seniors and their caregivers.”  It may be possible, given the Executive’s intent to give broad consideration to services and facilities in determining whether they promote housing stability, that housing stability for caregivers of seniors could be construed as promoting housing stability for seniors.

Cross-Cutting Potential Policy Issues:

· Broad definitions of “regional health and human services”
· Executive’s proposed rebate program
· Implementation plans
· Administrative expenses
· Governance
· Suppression
· Levy limit factor
· Blueprint Report attachment

1. Broad definition of “regional health and human services”:  The definition of “regional health and human services” includes a “wide range of services, programs, operations and capital facilities that promote outcomes relating to healthy living, housing stability, financial stability, social engagement, service system improvement and service system access to meet basic human needs and promote healthy living and communities.”  The definition provides six examples, though they are not intended to represent an exhaustive list.  The six examples include (summarized):

· Services, programs, operations and capital facilities that promote housing stability or that contribute to making homelessness rare, brief and one-time;
· Health care and health promotion services, operations and programs;
· Services, programs, operations and capital facilities that promote social engagement and community building; 
· Services and programs that promote financial stability or financial mobility;
· Services and programs that promote and support diversion away from the criminal justice system and services and programs that promote and support criminal justice system-linked services, including services that promote restorative justice or reentry to society after incarceration; and
· Services, programs, operations and capital facilities that improve or expand the delivery of health and human services, improve system access and navigability, reduce or prevent disparate or traumatic effects of systems upon vulnerable populations, build capacity of health and human services providers to serve their clients and communities, or build the capacity of communities to partner with King County.

As drafted, significant flexibility exists for a wide range of types of programs and services to be supported by the levy.

Note also that these examples of categories signal an intent, but not a requirement, to provide funding for these types of services, programs, operations and capital facilities.  

2.    Executive’s proposed rebate program:
The County Executive has articulated an intent to work with the King County Assessor to ask the legislature to allow local government to exempt some lower-income households from the levy lid-lift levies, which would include the VSHSL.  The County Executive has articulated an intent to offer full rebates to individuals of levied moneys until such a time as such a bill is introduced and enacted.  As of the writing of this staff report, no such bill had been introduced in the legislature. 

Below are details obtained from Executive Staff on the parameters of the rebate program:

Classes of individuals intended 
The County Executive and the County Assessor have articulated their intent to make the rebate program applicable to classes of persons currently eligible for a special levy property tax exemption under RCW 84.36.381 as follows:

· Low-income, owner-occupant Seniors (61+) as described in RCW 84.36.381(3)(a)(i) 
· Low-income, owner-occupant Veterans who have a total disability rating  as described in RCW 84.36.381(3)(a)(ii) 
· Low-income, owner-occupant people who are retired due to disability as described in RCW 84.36.381(3)(a)(i) 
· Widows/widowers (57+) of persons who held the exemption when they deceased as described in RCW 84.36.381(3)(b) 

Rebate process and amount of rebate
Executive staff have indicate that the intended program would rebate the amount of property taxes qualifying individuals who had applied and been granted participation in the program paid in property taxes solely attributable to the proposed VSHSL. Executive staff indicate that persons would have to affirmatively apply/enroll to receive the rebate.

Funding for rebated funds and program administration
Executive staff indicate that rebates for disabled veterans would be funded by the veterans portion of the proposed VSHSL.  Rebates for persons who are eligible due to retirement for a disability would be funded by the vulnerable populations portion of the proposed VSHSL, or the seniors portion. All other rebates would be funded by the seniors portion of the proposed VSHSL. Executive staff have noted that while an analysis is ongoing, the current estimate of the total maximum cost of rebates for all classes of eligible persons in one year is less than $1.0 million. According to Executive Staff the estimate is not verified and was provided only to give a sense of the potential magnitude of this potential levy expenditure.
Executive staff have noted that they do not know the estimated cost to run the program nor what allocation would bear that cost.  Executive staff indicate that an answer to this question depends on how the program is proposed as part of the proposed Implementation Plan.

Conclusion
The proposed program, as structured, could cause individuals with significant net wealth, despite meeting the lower income threshold, to be eligible for the program while individuals struggling with housing stability, even if they own their home, who meet the lower income threshold may not qualify because they are not members of a class identified in RCW 84.36.381.

3.  Implementation plans – timing and linkage to expenditure of proceeds:  The proposed levy ordinance calls for a transition plan to be transmitted to Council by August 23, 2017. The transition plan would propose a course of action to minimize service discontinuity for programs funded by the current levy, as well as propose new staffing and planning to develop the implementation plan due March 16, 2018.  The transition plan would also propose a plan for the capital facilities and regional and human services that promote housing stability for all three allocations.  Whether to require a transition plan prior to the vote on the ballot measure and adoption of the new implementation plan constitutes a policy choice.  

Also note that the levy ordinance does not state that expenditure and use of proceeds must be consistent with either the transition plan or implementation plan.  This could provide flexibility for funds to be spent for purposes not identified in the transition plan or implementation plan.  This may be of particular note given the broad definitions of “vulnerable populations” and “regional health and human services.” 

4. Administrative Expenses: The SIP for the 2012-2017 VHSL set the administration limit to five percent of proceeds, excluding evaluation and board support expenses. The proposed ordinance does not set a limit on the county's administrative expenses for managing and administering the levy.  However, the Statement of Facts expresses the County’s intent to continue a five percent limit.  

5. Governance:  As noted previously, Section 6 of the ordinance requires the Executive to transmit by August 23, 2017 a plan and ordinance to establish the governance board or boards for the levy.  Executive staff have provided information to Council staff about potential governance structures, as described below.

Veterans Board: Executive staff have indicated interest in exploring creation of a unified King County Veterans Advisory Board that would perform the functions of the existing VHSL Veterans Citizen Oversight Board (VCOB) as well as the Veteran’s Board that is mandated by State law (RCW 73.08.035) to oversee the County’s Veteran’s Assistance Program.

Regional Human Services Advisory Board:  The Executive has indicated that the current intent is for the proposed ordinance for levy governance to be transmitted in August 2017 to establish a regional human services advisory board that would oversee the levy funds for regional health and human services for other vulnerable populations. The Executive currently envisions that the board would consist of fifteen members, to be appointed on or after January 15, 2018. 

King County Healthy Aging Advisory Board: The Executive indicates that King County does not have a preexisting board to oversee levy-related matters for older adults and healthy aging, although King County is a current partner in the Advisory Council for the Area Agency on Aging. The Executive plans to establish in the proposed governance ordinance an older adult advisory board that would advise the County Executive and County Council on matters regarding aging and older adults in King County and oversee the levy funds for regional health and human services for older adults. 

If members of the Regional Policy Committee or Council have preferences on the structure or composition of the board or boards at this time, specificity could be added to the levy ordinance.  Note that this could potentially bind the County in the future to a specific structure or composition.

4.  Suppression:  The proposed levy ordinance would set aside $200,000 each year to be reserved to reduce the levy’s impact on metropolitan park districts and fire districts to the extent their levies may be pro-rationed and to the extent the pro-rationing was caused “solely” by the levy.  Staff is continuing to analyze implications of the term “solely.”  For example, if a metropolitan park district chose not to protect its levy as authorized in RCW 84.52.120, that could be an action that causes pro-rationing – and the levy, in that case, would not be the sole cause of pro-rationing.  Note that, for metropolitan park districts with populations under 150,000, the ability to submit a ballot proposition to voters to authorize protection of their levies will end January 1, 2018.  Some districts may be challenged then to place a measure on this November’s ballot to authorize protection of their levies due to the timing as well as costs to run the election.  

The levy ordinance requires that the Council authorize expenditure to mitigate pro-rationing of metropolitan park districts and fire districts by ordinance, and the pro-rationed districts would be required to use any moneys received to fund (within their districts) regional health and human services for veterans and military service members and their respective families, seniors and their caregivers, and vulnerable populations.  Though it is not specified in the levy ordinance, the Council would need to authorize the expenditure through an appropriations ordinance and only after each annual determination of whether pro-rationing had occurred.  

According to the Office of Economic and Financial Analysis, Si View Metropolitan Park is expected to be pro-rated in 2018 unless it protects its levy as authorized in RCW 84.52.120.[footnoteRef:22]  Note that if Si View does not protect its levy, the Office of Economic and Financial Analysis estimates that the loss from pro-rationing would range from:  [22:  Note that the Office of Economic and Financial Analysis also projects that the King County Flood Control Zone District would be pro-rationed.  However, under RCW 84.52.816 (effective January 1, 2018), a flood control zone district in a county with a population of 750,000 or more may protect its levy from pro-rationing by imposing up to a total of 25 cents per $1,000 AV outside of the $5.90 value limitation under RCW 84.52.043. ] 


· $300,000 to $350,000 in 2018; 
· $110,000 to $150,000 in 2021; and 
· $200,000 to $250,000 in 2022.  

Analysis on this issue is ongoing, but staff would note at this point that whether and how much funding to allocate to mitigate pro-rationing are policy choices.  

7.  Limit factor:  Lid-lift levies (such as the proposed VSHSL) are allowed to increase by 1 percent over the prior year’s levy plus the value of new construction. This is true for all levies, unless the ballot proposition contains a different limit factor. The proposed levy would specify the limit factor at up to 3 percent.  At a 1 percent growth factor, the services that the levy can support would generally decrease over the life of the levy as costs typically increase at a rate of greater than 1 percent. 

Table 5 shows several different scenarios for limit factors, based on the March 2017 OEFA forecast, and how those scenarios would affect the tax collections and the rate.  

Table 5: Levy Limit Factor Scenarios
[image: ]

As the table shows, there is very little impact on the actual tax rate between the various scenarios, the lowest rate is projected to be 10.7 cents by 2023 under the 1 percent scenario. The highest the rate is projected to get is 12 cents in 2017 under any of the growth factor projections. For the 3 percent scenario, the rate continues at 12 cents until 2022.  The difference between these growth rates is 1.3 cents, which equates to $5.85 on a $450,000 home (2017 King County AV average) home. 

Despite the relatively minor change in rate, the total collections could differ by several million dollars depending on the limit factor chosen. Compared to a rate of growth of 3 percent the various scenarios would be: 

· $5.1 million lower over the life of the levy at a CPI-W limit factor
· $19.9 million lower over the life of the levy at a 1 percent limit factor

8. Blueprint Report (Attachment A):  Attached to the levy ordinance is a Blueprint Report that provides background on the existing VHSL, as well as discussion of potential areas of focus for each of the three allocations proposed for the new levy.  The Blueprint Report also discusses five performance measurement outcome areas (housing stability, healthy living, social engagement, financial stability, and system access and improvement), and potential governance structures.

To the extent that there are differences between services or programs described in the levy ordinance and those described in Attachment A, it could create ambiguity as the Blueprint Report would be part of the levy ordinance and could become a binding document if the levy is approved by the voters.  For example, the Blueprint Report indicates that the levy implementation plan would also include an annual portion of unprogrammed funds whose purpose would be to provide a rapid response to fill gaps or make use of opportunities that result from changed community conditions or changes to federal or state funding for human services.[footnoteRef:23] However, there is no language in the proposed ordinance creating this allocation.   [23:  Veterans, Seniors and Human Services Levy: Blueprint Report, page 21.] 


Supplantation: 

Under state law[footnoteRef:24], a levy lid lift proposition, such as the proposed Veterans, Seniors and Human Services Levy (VSHSL), may only be used for the specific limited purpose of the levy, as identified in the ballot title.  In addition, state law allows for levy funds to be used to provide for existing programs and services, provided the levy funds are used to supplement, but not supplant existing funds.  Existing funding is determined based on actual spending in the year in which the levy is placed on the ballot; in the case of the VSHSL, existing funding would be determined using actual expenditures in 2017.  Existing funding excludes lost federal funds, lost or expired state grants or loans, extraordinary events not likely to reoccur, changes in contract provisions beyond the control of the taxing district receiving the services, and major nonrecurring capital expenditures. [24:  RCW 84.55.050.] 


For the proposed VSHSL, this prohibition on supplantation means that levy funds may be used for entirely new programs and services – in any amount over the life of the levy – and to fund existing programs and services, but only in an amount additional to the amounts the County spent on those programs or services in 2017, unless one of the exceptions noted earlier applies.  For example, the Council recently appropriated $750,000 in General Fund (GF) to fund services for civil legal aid and other information services for immigrants and refugees.[footnoteRef:25]  If the entire $750,000 were spent in 2017, before any VSHSL monies could be spent for the same services to be provided to the same population, the county would have to spend at least $750,000 for those same services.   [25:  Ordinance 18499] 


The supplantation prohibition could also potentially affect the funding currently spent from other levies such as the Best Starts for Kids Levy or the Mental Illness and Drug Dependency sales tax if the VSHSL were to fund similar programs for similar populations.  

As noted earlier, the state statute governing levy lid lifts (RCW 84.55.050) prohibits supplantation in counties with a population greater than 1.5 million—such as King County.  
BUDGET AND FISCAL MANAGEMENT COMMITTEE CHAIR STRIKER: 

Prior to the May 24th Budget and Fiscal Management Committee meeting, the committee chair directed staff to prepare a potential striking amendment (S1) that would reduce the levy rate from 12 cents to 10 cents per $1,000 AV without changing the housing set asides or the three equal allocations.  At the lower levy rate, the levy would yield an estimated $50.6 million in the first year.  
[bookmark: _GoBack]
Table 6: Estimated First-Year Distribution of Levy Proceeds Based on 10-cent Levy
	1
	Estimated 1st Year Proceeds
= $50.6M


	2
	Less $200,000 for Fire & Park District Pro-rationing Set-Aside
= $50.4M


	3
	1/3 of remainder for Veterans/Military Servicemembers & Families

= $16.8M

	
	1/3 of remainder for Vulnerable Populations


= $16.8M
	
	1/3 of remainder for Seniors



= $16.8M

	4
	At least 50% of the $16.8M would be for housing stability, including capital

= at least $8.4M for housing stability for veterans/ military servicemembers
 
	
	At least 50% of the $16.8M would be for housing stability, including capital

= at least $8.4M for housing stability for vulnerable populations
	
	At least 50% of the $16.8M would be for housing stability, including capital

= at least $8.4M for housing stability for seniors

	5
	Remaining up to $8.4M for continuing existing services & bridge staffing

	
	Remaining up to $8.4M for continuing existing services & bridge staffing


	
	Remaining up to $8.4M for new services 
(to be determined after adoption of the Implementation Plan)



An illustration of the second-year distribution under a 10-cent levy rate is shown in Table 7 below.
Table 7: Estimated Second-Year Distribution of Levy Proceeds Based on 10-cent Levy
	1
	Estimated 2nd Year Proceeds
= $52.9M


	2
	Less $200,000 for Fire & Park District Pro-rationing Set-Aside
= $52.7M


	3
	1/3 of remainder for Veterans/Military Servicemembers & Families

= $17.6M

	
	1/3 of remainder for Vulnerable Populations


= $17.6M
	
	1/3 of remainder for Seniors



= $17.6M

	4
	At least 25% of the $17.6M would be for housing stability, including capital

= $4.4M for housing stability for veterans/ military servicemembers
 
	
	At least 25% of the $17.6M would be for housing stability, including capital

= $4.4M for housing stability for vulnerable populations
	
	At least 25% of the $17.6M would be for housing stability, including capital

= $4.4M for housing stability for seniors

	5
	Remaining proceeds (up to $13.2M) for planning, providing, administering and evaluating a range of services and capital facilities for veterans and military servicemembers and their respective families

	
	Remaining proceeds (up to $13.2M) for planning, providing, administering and evaluating a range of services and capital facilities for vulnerable populations
	
	Remaining proceeds (up to $13.2M) for planning, providing, administering and evaluating a range of services and capital facilities for seniors and their caregivers



NEXT STEPS: 

Council staff analysis is ongoing. On May 23, 2017, Proposed Ordinance 2017-0232 was introduced and referred first to the Regional Policy Committee as a mandatory referral, and then to the Budget and Fiscal Management Committee.

The Regional Policy Committee could potentially take action at its June 14th meeting or at its July 12th meeting.  The Budget and Fiscal Management Committee would then take up the legislation.  Assuming the Budget and Fiscal Management Committee passes the legislation to the full Council for consideration and that either the committee or the full Council amends the legislation, the Regional Policy Committee would need to take action again.  The legislation would then move to the full Council for consideration.  

The Council must pass legislation by July 17, 2017 as a regular enactment or August 1, 2017 as an emergency enactment to place a measure before the voters in November 2017.  Following are the deadlines identified by the Council Clerk for placing a measure on the ballot for the November 7th election:
	
· Last regular council meeting with maximum processing time (25 days)	             7/3/17
· Last regular council meeting with minimum processing time (10 days)             7/17/17
· Last regular council meeting to pass as emergency			           7/24/17
· Last special council meeting to pass as emergency	                                     8/1/17
· Election Division deadline for receiving effective ordinance	                         8/1/17

ATTACHMENTS

1. Proposed Ordinance 2017-0232 and Attachment A
2. Transmittal Letter
3. Fiscal Note
4. Veterans and Human Services Levy Legislative History
5. Striking Amendment, S1
6. Title Amendment, T1

INVITED

1. Adrienne Quinn, Director, Department of Community and Human Services
2. Leo Flor, Veterans and Human Services Levy Renewal Manager, Department of Community and Human Services
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2012 2013 2014 2015 2016 2017 Total

Amount $15.9m $16.4m $16.8m $17.4m $17.9M $18.6m $103m

Rate 0.050 0.052 0.049 0.045 0.042 0.040 0.046 AV
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2018 2019 2020 2021 2022 2023 Total

1% Growth Factor

Amount $60,710,761 $62,235,389 $63,694,725 $65,147,970 $66,618,446 $68,096,978 $386,504,268

Rate 0.12000 0.11697 0.11528 0.11301 0.10965 0.10663

CPI-W Growth Factor

Amount $60,710,761 $63,148,842 $65,530,643 $68,029,051 $70,537,145 $73,341,027 $401,297,469

Rate 0.12000 0.11869 0.11860 0.11801 0.11610 0.11484

3% Growth Factor 

Amount $60,710,761 $63,449,604 $66,206,389 $69,041,026 $71,980,171 $75,017,268 $406,405,219

Rate 0.12000 0.11925 0.11982 0.11976 0.11847 0.11746
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