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REVISED STAFF REPORT

The Budget and Fiscal Management Committee passed out Proposed Substitute Ordinance 2004-0488 with a Do Pass recommendation on November 10.  The substitute ordinance contains both the dollar and percentage increase of the County’s property tax levies in accordance with Ref. 47.

SUBJECT:
Proposed Ordinance No. 2004-0488, relating to the county property tax levies for collection in 2005, and implementing RCW 84.55.120.

 

Proposed Ordinance No. 2004-0489, relating to the 2004 levy of property taxes in King County for collection in the year 2005. 

 

Proposed Ordinance No. 2004-0490, relating to the 2004 levy of property taxes in King County for collection in the year 2005; and amending Ordinance _____, Sections 1, 2 and 3.

BACKGROUND
King County levies property taxes for various purposes:

         The County regular levy of up to $1.80 per $1,000 of assessed value is for general county purposes.  The regular levy includes levies for current expense, AFIS, parks, mental health, veteran’s aid, river improvement, and debt service.

       The Automated Fingerprint Identification System levy was reauthorized by voters in September 2000 as a “lid lift” on the County regular levy.  This levy is at a rate of not more than $0.05784 per $1,000 of assessed value.  The AFIS levy was approved by voters for five years for collection beginning in 2001.

       The Parks levy was authorized by the voters in May 2003 as a “lid lift” on the County regular levy.  This levy is at a rate of not more than $0.0490 per $1,000 of assessed value.  The Parks levy was approved by the voters for four years for collection beginning in 2004.

        The Road District levy of up to $2.25 per $1,000 of assessed value is limited to constructing, improving or maintaining roads and bridges and any service provided in the unincorporated area and is assessed in unincorporated King County only.

        The Emergency Medical Services levy was authorized by the voters in 2001.  This levy is at a rate of not more than 25 cents per $1,000 of assessed value.  The EMS levy was approved by voters for six years, for collection beginning in 2002.

       The Conservation Futures levy is authorized under RCW 84.34.230.  This property tax is levied countywide and must be used for acquisition of open space, farm and agricultural lands and timber lands (K.C.C. chapter 26.12).  The tax rate for conservation futures is a maximum of $0.0625 per $1,000 of assessed value.

In levying these amounts, the Council adopts the following ordinances:

1. Property Tax “Sunshine” Ordinance
By passing this ordinance, the Council makes a policy decision on the amount of the regular County property tax levy.  This ordinance fulfills the requirements of R-47, which requires the County to adopt a separate ordinance that specifically authorizes any increase in property tax revenue.  The increase must be stated in the ordinance in both dollar and percentage terms.  The revenue increase is exclusive of any amounts resulting from new construction, increases in the value of state-assessed property and amounts necessary to fund prior year tax refunds. 

2. Property Tax Certification Ordinance
This ministerial ordinance certifies the actual levy amounts for each taxing district in King County.  It includes not only the amounts for the regular County property tax levy adopted in the “sunshine” ordinance, but also amounts provided by other non-County taxing districts located in the County (such as municipal, school, and fire districts). Because the King County Treasury acts as collector for these districts, this ordinance must be passed in order for the Finance Division to issue property tax statements in the correct amounts.  Unlike the “sunshine” ordinance, the amounts in this ordinance are inclusive of new construction, increases in the value of state-assessed property and amounts to fund prior year tax refunds.

 

3. Property Tax Certification Corrections Ordinance
This ordinance amends the property tax certification ordinance in order to revise the levy amounts adopted based on new information received from taxing districts in King County.  The County Treasury bases property tax statements on the amounts contained in this ordinance and the Council typically acts on this ordinance before the end of January.

ANALYSIS:
1.  Property Tax “Sunshine” Ordinance, Proposed Ordinance 2004-0488
Referendum 47 (R-47), codified at RCW 84.55.120, was approved by the voters in November 1997 and took effect for levies beginning in 1998.  R-47 requires the county to adopt an ordinance that specifically authorizes any increase in property tax levies over the prior year.  The ordinance must express the levy increase in both dollars and percentage terms.

 

In November 2001, voters approved Initiative 747 (I-747), effective for levies collected beginning in 2002.  I‑747 changed the limit factor for levy increases from one hundred six percent or less to one hundred one percent or less. Under I-747, a finding of substantial need is only necessary when the inflation rate is less than one percent and the legislative body wishes to levy a tax increase that exceeds inflation but is within the one hundred one percent limit.

Proposed Ordinance No. 2004-0488 fulfills the requirements set forth in R‑47, which requires that the council adopt a separate ordinance specifically authorizing any increase in property tax revenue in both dollars and percentage terms.  The revenue increases are exclusive of any amounts resulting from new construction, increases in the value of state-assessed property, and amounts necessary to fund prior year tax refunds.
The levy increases proposed in this ordinance are consistent with the I-747 limitations.
        The County regular levy, Conservation Futures and EMS levies are calculated using a limit factor of 1%.
        The Road District levy increase is proposed at 6%.  The increase can be higher than 1% because there is “banked capacity” in this levy.  In short, banked capacity is created when prior years’ levy amounts are less than the maximum allowable levy.  This banked capacity then rolls forward and is available to be levied in future years.
For 2004, the rate of inflation is greater than one percent so the increases in the tax levies are limited to one percent.  A finding of substantial need is therefore not required for collection of levies in 2005.

The county charter requires that the budget, including both revenue and appropriation ordinances, must be adopted by December 1.  Therefore, action on this ordinance is expected to be taken at the same time as, or before, the adoption of the annual county budget.

2.  Property Tax Certification Ordinance, Proposed Ordinance 2004-0489
State law requires that the county legislative authority establish the levy amounts for King County and other taxing districts in the county.  While the policy judgment on the amount of revenue to be collected is made through adoption of the “sunshine” ordinance and through revenue assumptions in the budget ordinance, this certification ordinance is necessary for Treasury to issue property tax statements in the correct amounts.

This ordinance is usually adopted by the council after adoption of the budget.  The ordinance requires information from the Assessor’s Office and the taxing districts that will not be available until early December.  Given the announced council schedule, the Council would act on the proposed ordinance on December 13.

This Committee may pass this proposed ordinance as currently drafted (without the certified levy amounts by district) without recommendation.  Staff will prepare a striking amendment with the certified levy amounts for Council action on December 13, based on information from the Assessor and the taxing districts.

3.  Property Tax Certification Corrections Ordinance, Proposed Ordinance 2004-0490
This ordinance amends the property tax certification ordinance in order to revise the levy amounts adopted based on new information received from taxing districts in King County.  There will be no changes to levy amounts for King County levies in this ordinance.  The County Treasury bases property tax statements on the amounts contained in this ordinance and the Council typically acts on this ordinance before the end of January.

This Committee may pass this proposed ordinance as currently drafted (without the certified levy amounts by district) without recommendation.  Staff will prepare a striking amendment with the amended certified levy amounts for possible Council action in January.
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Jim Brewer, Legal Counsel

John Sweetman, Accounting Division Manager, Assessor’s Office.

