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February 16, 2005
The Honorable Larry Phillips

Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Phillips:

The attached ordinance, if approved, will provide timber excise tax from timber harvested on public lands as a new source of county revenue and maintain the existing timber excise tax from timber harvested on private lands.  Until January 1, 2005 RCW 84.33 only authorized counties to collect timber excise tax on private lands and not on public lands.  For the county to continue to collect any timber excise tax it must do so as authorized by RCW 84.33.051 exactly as it’s described.  Therefore, King County must amend its current timber excise tax ordinance to include harvests from public lands or else its ordinance will be ineffective as of January 1, 2005 and timber excise tax collected from private land will continue to be collected by the state but not distributed to King County.
The state legislature in 1984 authorized counties to impose a four-percent timber excise tax on timber harvested on private lands but not from timber harvested on public lands.  The state legislature in 2004 extended the authorization for counties to impose a timber excise tax to include timber harvested from public lands (chapter 177, Laws of 2004) with the tax rate phased in over 10 years and with an effective date of January 1, 2005.  There currently is a five percent tax imposed by the state on timber harvested from private and public lands.  The county tax on public lands will be credited against the state tax, thus maintaining the current total tax rate of five percent, thereby not increasing the tax burden imposed on timber harvesters.  
The intent of this ordinance is to impose the timber excise tax on timber harvested on publicly owned land, avoid loosing timber excise tax for private land timber harvests and for the Metropolitan King County Council to authorize the executive to execute a contract with the Department of Revenue (DOR) for the administration and collection of the tax.  A draft agreement that would be executed with DOR for administration and collection of the tax is included with this transmittal. 
The timber excise tax on public lands will be phased in over 10 years as follows:

	Timber harvested in
	County rate 
	State Rate
	Total rate

	2005
	1.2%
	3.8%
	5.0%

	2006
	1.5%
	3.5%
	5.0%

	2007
	1.8%
	3.2%
	5.0%

	2008
	2.1%
	2.9%
	5.0%

	2009
	2.4%
	2.6%
	5.0%

	2010
	2.7%
	2.3%
	5.0%

	2011
	3.1%
	1.9%
	5.0%

	2012
	3.4%
	1.6%
	5.0%

	2013
	3.7%
	1.3%
	5.0%

	2014 and thereafter
	4.0%
	1.0%
	5.0%


Private Lands 

The total timber excise tax collected from the state by King County on private lands during 2004 was $970,000.  Of this amount $389,000 was retained by county funds with $102,000 paid to the CX fund, $183,000 paid to the Roads fund and the remainder paid to 12 other county funds.  $580 thousand was distributed to special districts.  
Public Lands
The amount of timber excise tax on public lands in King County for 2003 was $311,000 at the full 5% tax rate.  Using the 2003 collections as an example and assuming the same amount is collected in 2005, since the county portion is credited against the full 5%, the county’s share of the collections in 2005 would be 1.2% or $74,640 if the same level of tax was collected in 2005.  Please see the attached fiscal note.

Regardless of whether the county adopts this legislation on timber excise tax, the state will continue to collect these taxes.  This legislation would authorize the state to distribute a portion of the public lands timber excise tax to the county.  If the county takes no action, all timber excise tax collected from both private and public lands will be retained by the state.  If the county does take action, the same level of taxes will be collected and an increasing portion of the public lands taxes phased over 10 years will distributed to the county.

Per discuss with Department of Revenue representatives, if the county adopts this legislation anytime in the first quarter of 2005, the state will distribute to the county the full first quarter portion of both the public and private lands excise tax.  If the county does not adopt this legislation in the first quarter, the state will retain all of the timber excise tax.
Please contact Steve Call, Director, Office of Management & Budget, at (206) 296-3434, if you have any questions.

Sincerely,

Ron Sims

King County Executive
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King County Councilmembers


ATTN:  Scott White, Chief of Staff
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Steve Call, Director, Office of Management & Budget

Debora Gay Deputy Director, Office of Management & Budget

