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July 24, 2009

The Honorable Dow Constantine

Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Constantine:
The City of Newcastle has informed the county of its intent to create a Revitalization Area under the provisions of the recently adopted Chapter 270, Laws of Washington 2009.  The Revitalization Area, Newcastle Downtown Project, is scheduled to be established on August 25, 2009, pending approval from the Newcastle City Council. 

As defined by Chapter 270, Laws of Washington 2009, each local taxing jurisdiction in the area is automatically assumed to be a participant in the project, meaning those local jurisdictions would forgo existing revenue authority, unless official notice of a decision to “opt out” is provided as prescribed in the law.

As a local jurisdiction impacted by this revitalization area, if King County takes no action, the county is automatically assumed to “opt in.”  This would result in 75 percent of the regular property tax revenue increases that King County would otherwise receive from this area being diverted to the repayment of bonds supporting the project.  The county would retain the remaining 25 percent of property tax revenue.  Certain levies, including dedicated lid lifts and excess levies, are not eligible for participation, and thus automatically excluded.  Additionally, a portion of local sales and use tax would be diverted from the county and dedicated to supporting the project. 
Multiple taxing districts operated by King County are impacted by the proposed revitalization area.  For property taxes this includes: 

· King County Consolidated District (includes General Fund and Conservation Futures Fund)

· King County Flood Control Zone District

· King County Ferry District

· King County Emergency Medical Services (EMS) District

For sales taxes, the following King County taxing authorities are impacted:

· 1.0% Basic and Local option sales tax

· 0.9% Metro Transit sales tax

· 0.1% Criminal Justice sales tax

· 0.1% Mental Health and Drug Dependency sales tax

The amount of sales and use tax dedicated to the Revitalization Area would be determined by the city and the county and memorialized in an interlocal agreement. 

In order to preserve the revenues for each of these property and sales tax authorities, King County must “opt out” through approval of the attached ordinance for each taxing authority.  The ordinance included with this letter does not cover the King County Flood Control Zone District or the King County Ferry District.  Independent action by the governing bodies of these districts is necessary for them to “opt out” of the Revitalization Area.

The City of Newcastle has provided the county with very limited information on the scope of the proposed project that would take place in the revitalization area.  No financial plans or debt repayment schedules have been provided to King County.  As a result, a meaningful estimate of the fiscal impact to the county cannot be modeled at this time and there is no fiscal note included with the ordinance.  However, King County’s fiscal crisis leaves the county in a position where any additional declines in revenue only work to exacerbate an already tenuous and challenging situation.    
Through the ordinance I am transmitting today, I seek council approval for the county to “opt out” of the Newcastle Downtown Project.  To do this, the council must adopt an ordinance removing all county taxing districts as participants from the Revitalization Area. 
The City of Newcastle has indicated that they will act on creating their Revitalization Area on Tuesday, August 25, 2009.  The county must notify the city of its decision to “opt out” of the Revitalization Area and provide a copy of the adopted ordinance before Tuesday, August 25, 2009.  I recognize this is a very condensed timeframe.  Given the short timeframe, my staff is available to immediately begin working with council staff to respond to any questions the council may have about this proposed ordinance.  I also ask that the ordinance be adopted on an emergency basis to ensure that it is effective before the City of Newcastle acts on August 25, 2009.
Thank you for your prompt attention to this important matter.  If you have any questions about this legislation, please contact Beth Goldberg, Deputy Director, Office of Management and Budget, at 206-263-9727.
Sincerely,

Kurt Triplett

King County Executive
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