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SUBJECT:    

Proposed Ordinance 2017-0232.4 would renew and replace the expiring 2012-2017 VHSL.  Note:  The proposed levy replacement will be referred to as “VSHSL” throughout the staff report. 

SUMMARY:  

Proposed Ordinance 2017-0232.4 is a proposition to provide funding for 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. This legislation was dually referred to the Regional Policy Committee and the Budget and Fiscal Management Committee. 

As amended, the new six-year levy (2018-2023) would increase the existing VHSL rate from $0.05 per $1,000 of assessed value (initial 2012 rate) to $0.10 per $1,000 of assessed value (initial 2018 rate).  The 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.  In addition, Proposed Ordinance 2017-0232.4 would require that 50 percent of the seniors allocation be used to support seniors who are also veterans and their caregivers and families.  A history of the changes to the proposed ordinance can be found below.

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.  The last regular Council meeting at which the Council could pass the ordinance as an emergency enactment would be the July 24, 2017 meeting.




BACKGROUND:  

Legislative History of 2017-2032.4:

The proposed ordinance received its first hearing at the Regional Policy Committee on June 14th. At that meeting, the Regional Policy Committee amended the proposed ordinance to decrease the rate from the Executive’s proposed $0.12 per $1,000 of assessed value to $0.10 cents per $1,000 of assessed value.  

The Council’s Budget and Fiscal Management (BFM) Committee received its first hearing of the proposed ordinance on [footnoteRef:1]June 28th.  At that meeting, the BFM Committee amended the proposed ordinance to increase the rate from the RPC’s proposed $0.10 cents per $1,000 of assessed value to $0.12 cents per $1,000 of assessed value.  The BFM Committee also made a number of policy changes that are noted in Table 1. [1:  The BFM Committee had a briefing on the VSHSL legislation on May 24, although the proposed ordinance was at that time in the jurisdiction of the RPC.] 


The King County Council passed the proposed ordinance on July 5th.  The King County Council amended the proposed ordinance to decrease the rate from the BFM’s proposed $0.12 cents per $1,000 of assessed value to $0.10 cents per $1,000 of assessed value.  The King County Council also amended the proposal to require that one percent of total collections be used for technical assistance and capacity building and that 50 percent of the seniors allocation be used to support veterans and military servicemembers and their respective caregivers and families. These and other changes are also reflected in Table 1.

Table 1: Veterans, Seniors and Human Services Levy
Updated July 6, 2017

	Issues
	RPC Action
(June 14)
2017-0232.2
	BFM Action
(June 28)
2017-0232.3
	Council Action
(July 5)
2017-0232.4

	Levy Rate
	10 cents[footnoteRef:2] [2:  The Regional Policy Committee amended the Executive-transmitted version (2017-0232.1) to reduce the levy rate to 10 cents on June 14, 2017.] 

	12 cents
	10 Cents

	Amount for Seniors
	One-third of levy amount
	One-third of levy amount
	One-third of levy amount, with at least half of that must be dedicated to seniors who are veterans





	Prorationing
	No changes from Executive proposal of up to $200,000 per year for park and fire districts
	Up to $300,000 each year for park and fire districts

Removes the requirement that prorationing be caused “solely” by this levy
	Same as BFM Version 3

	Assistance Program / Exemption
	No language or reference to assistance program or exemption
	Applicable to classes of persons currently eligible for property tax exemption[footnoteRef:3]  [3:  RCW 84.36.381] 


Language added if state legislation passes legislation to exempt levy-lid lifts
	Same as BFM Version 3

	Examples of “Regional Health and Human Services”
	No new examples
	New examples related to:
· Suicide prevention, reducing unintentional injury, and supporting survivors of domestic violence
· Civil legal aid
· Access to child care.
· Retention and recruitment of service providers
· Construction of senior centers
· Criminal justice-linked services, including for children, youth, young adults
· Youth in crisis.
· Aging in place
	Additional new examples related to:
· Employment opportunities for veterans and military servicemembers. 
· Reentry services such as those provided through the incarcerated veterans pilot program.
· Education and workforce development and training.

	Vulnerable Populations Definition 
	No new examples
	New or clarified examples:
· Persons who identify as lesbian, gay, bisexual, transgender, queer or intersex
· Immigrants
· African Americans and other persons of color who have been disproportionately impacted by policies that resulted in housing instability
· Youth involved in the child welfare system
· Minors not being cared for by an adult (unaccompanied minors)
· Labor trafficking and commercial sexual exploitation
	Same as BFM Version 3

	Housing Stability
	No changes related to housing stability
	· Directs the Executive to define housing stability in the transition and implementation plans


	Same as BFM Version 3

	Implemen-tation and Transition Plans
	No changes related to the plans
	· Requires the implementation plan to identify accountability measures and performance monitoring system
· Requires spending of proceeds consistent with the Council-adopted transition and implementation plans
	Same as BFM Version 3

	Technical Assistance
	No language regarding technical assistance and capacity building
	No language regarding technical assistance and capacity building
	Allocate at least 1% of total collections for technical assistance and capacity building

	Blueprint Report
	No changes from Executive proposed
	Deletes Blueprint Report attachment
	Same as BFM Version 3



A more detailed summary of the legislative history of the Veterans and Human Services Levy is provided in Attachment 4.

Levy Proposal: 

Proposed Ordinance 2017-0232.4 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 proposed ordinance, as amended by King County Council at its July 5, 2017 meeting, 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 $0.10 per $1,000 of assessed value (initial 2018 rate). Levy proceeds would increase from $18.6 million (2017) to an estimated $50.6 million in the first year. Under this initial rate, a homeowner with an AV of $450,000[footnoteRef:4] (King County Median AV Value) would pay $45 in the first year of this property tax. In comparison, at the current VHSL rate of $0.04 per $1,000 of AV,[footnoteRef:5] a property at the median value would pay $18.   [4:  http://kingcounty.gov/depts/assessor/Reports/annual-reports/~/media/depts/assessor/documents/annualreports/2017/17AVByCity.ashx?la=en.  ]  [5:  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 2018-2023 forecast of collections for Proposed Ordinance 2017-0232.4 – at an initial rate of $0.10 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
	$50,592,301
	$52,874,670
	$55,172,026
	$57,534,225
	$59,983,513
	$62,514,466
	$338,671,201

	Rate
	0.10000
	0.09938
	0.09985
	0.09980
	0.09873
	0.09788
	9.93% AV




One percent of each year’s levy proceeds would be used to fund technical assistance and capacity building for levy-funded service providers[footnoteRef:6]. From the remaining tax proceeds, [footnoteRef:7]$300,000 of each year’s collections would 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 pro-rationing was caused by this levy. [6:  The 1% requirement was added by the King County Council on July 5, 2017.  See Table 1.]  [7:  The Suppression withholding was changed from $200k to $300k by the BFM Committee on June 28, 2017.  See Table 1.] 


· 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.

Note that the King County Council on July 5th amended the proposed ordinance such that the funding in the Seniors area would dedicate a minimum of 50 percent of the proceeds to seniors who are veterans or military servicemembers. This minimum 50 percent requirement as well as the minimum 50 percent requirement for Housing Stability are not exclusive categories.  To the extent that target populations overlap (e.g. Veteran Seniors who also require Housing Stability services), there will be some funding available for non-veteran seniors to receive services that are not related to housing stability.  However, it is difficult to know how much of such funding will be available.  

One potential illustration of how the Seniors allocation could be spent to meet both the housing stability requirement and the veterans/military servicemember requirement is found below in Table 3.  This example is provided to show how the funding might be split between categories and still meet the required minimums.  It is an example only.  The actual distribution would vary depending on the mix of services and capital expenditures during implementation.

Table 3: Example of potential funding split for the first year Seniors allocation:
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Other Changes in Proposed Ordinance 2017-0232.4

As noted in Table 1, the Budget and Fiscal Management Committee and Council made various additional changes, including adding examples to the definition of “regional health and human services” and examples and clarifications to the definition of “vulnerable populations. 

In addition, changes were made regarding the implementation and transition plans.  Specifically:

· The implementation plan would be required to identify accountability measures and a performance monitoring system.  
· Spending of levy proceeds would be required to be consistent with the Council’s adopted transition and implementation plans.
· The Executive would be required to define housing stability in the transition and implementation plans.

Other changes that were made by the Budget and Fiscal Management Committee include:

· The BFM Committee on June 28th amended the proposed ordinance to eliminate the Blueprint Report attachment A. 
· The BFM Committee on June 28th amended the proposed ordinance to make the assistance program applicable to classes of persons currently eligible for a State property tax exemption (see list above). Language was added to allow the VSHSL to qualify for any extension of the state tax exemption to local lid lifts.  

Note that more detailed discussion of policy issues, such as levy prorationing and supplantation, can be found in the staff report from the June 28th Budget and Fiscal Management Committee meeting (Attachment 5).

NEXT STEPS: 

As is noted above, the Regional Policy Committee passed the proposed ordinance on June 14, 2017.  The ordinance was then amended by the BFM Committee on June 28, 2017 and amended again by the King County Council on July 5, 2017. 

The Regional Policy Committee now controls proposed ordinance 2017-0232.4 and may move it to the King County Council in the form that passed the Council on July 5th or with further amendments.  In either case, the Council must again pass the 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 special council meeting with minimum processing time (10 days)		7/22/17
· 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 2017-0232.4 and Attachment A
2. Transmittal Letter
3. Fiscal Note
4. Veterans and Human Services Levy Legislative History
5. Budget and Fiscal Management Committee June 28, 2017 Staff Report (no attachments)

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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