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2007-0282
STAFF REPORT
SUBJECT:  An update regarding on-going analysis of two levy proposals to support the Medic One/Emergency Medical Services (EMS) system for 2008-2013.  
SUMMARY
Two proposed ordinances have been referred to the committee for consideration.  Each ordinance provides the council with a funding option to support the 2008-2013 Medic One/Emergency Medical Services levy, which would be placed on the November 6, 2007 ballot.  The two options are:
1. Proposed Ordinance 2007-0281 would approve a multi-year lid lift at a rate of not more than $0.254 per one thousand dollars of assessed valuation in the first year and using the annual growth in the medical care consumer price index to establish the limit factor for the levy in years two through six.  

2. Proposed Ordinance 2007-0282 would approve a levy of a regular property tax each year for six years, collection beginning in 2008, at a rate of $0.30 or less per $1,000 of assessed valuation to continue to provide Medic One emergency medical services.  

This staff report is intended to briefly update members on the on-going status and analysis and will provide explanations to more fully understand levy growth limits.  
Status – meeting with stakeholders

A meeting was held on Friday, May 4, with staff from the City of Seattle, King County, certain suburban cities and some fire department chiefs to discuss the legislative options before the committee.  Questions were asked as to why the council is moving forward with the multi-year lid lift option.  Council staff explained the county’s due diligence process for consideration of the amended strategic plan, which allows for different approaches to funding the programs.  (The original plan included only one recommendation, which was to fund EMS with a 30 cent per $1,000 AV EMS levy.)  
It should be noted that four of the seven cities over 50,000 have already passed resolutions in support of the 30 cent per $1,000 AV.  Those cities are Federal Way, Redmond, Renton, and Shoreline.  The City of Bellevue is scheduled to consider an EMS resolution on Monday, May 7 and the City of Kent is scheduled to consider a resolution on May 15.  The schedule for City of Seattle approval is not known as of this writing.

Council staff has requested copies of city staff reports to be advised of their analysis regarding the 30 cent funding option.  It is hoped that this analysis will help inform the county’s deliberations.  
Inflation Escalators
As noted in the May 1 staff report, for the 2008-2013 levy period, the strategic plan increases the ALS unit allocation amount by using a compound inflator.  This strategy is to address the $8.5 million gap between forecast and actual costs for ALS in the 2002-2007 plan.  A financial model was developed that inflates the major categories of ALS funding – wages and benefits – by escalators.  The table below from page 66 of the plan shows the assumptions used to inflate the ALS Allocation.  
Assumptions Used to Inflate the ALS Allocation
	Title
	Calculation Basis
	Source
	2008E
	2009E
	2010E
	2011E
	2012E
	2013E

	Wage inflation
	CPI + 1%
	KC Economist
	3.60%
	3.50%
	3.50%
	3.67%
	3.67%
	3.67%

	Medical benefit inflation
	Annual % change
	Average of agencies
	11.00%
	11.00%
	11.00%
	11.00%
	11.00%
	11.00%

	LEOFF 2 
	Pctg of Salaries
	State Actuary
	5.46%
	5.39%
	5.39%
	5.39%
	5.39%
	5.39%

	Seattle Metro CPI
	Annual % change
	KC Economist
	2.60%
	2.50%
	2.50%
	2.67%
	2.67%
	2.67%

	FICA %
	% of labor charged FICA
	KCM1 Avg 2002-2005
	96.5%
	96.5%
	96.5%
	96.5%
	96.5%
	96.5%


The ALS costs in the tables below provide for the costs of existing and new units, an allocation for outlying areas, vehicle transition plan, new unit start up costs and the $30.6 million contingency.  The following table shows the overall cumulative percentage increase of these escalators for each year, as proposed in the plan.  
	 
	2008
	2009
	2010
	2011
	2012
	2013
	Total

	ALS costs
	 53,818,104 
	 56,757,841 
	 60,389,882 
	 63,270,804 
	 66,257,060 
	 70,163,528 
	370,657,219

	plan increase
	 
	2,939,737 
	3,632,041 
	2,880,922 
	2,986,256 
	3,906,468 
	16,343,424

	% increase
	 
	5.46%
	6.40%
	4.77%
	4.72%
	5.90%
	


The increases calculated for 2008-2013 total $16,343,424, almost double the $8,449,013 gap from the previous levy period.  Using a 4% estimate for a medical CPI increase, as proposed in the levy lid lift legislation, $ 12,019,748 would be collected.
	 
	2008
	2009
	2010
	2011
	2012
	2013
	Total;

	ALS costs
	 53,818,104 
	 56,757,841 
	 60,389,882 
	 63,270,804 
	 66,257,060 
	 70,163,528 
	370,657,219

	4% medical CPI increase

	 
	   2,152,724 
	   2,270,314 
	   2,415,595 
	   2,530,832 
	   2,650,282 
	12,019,748


Both options allow for significant unanticipated personnel and contingency costs.  It should be noted that both scenarios are starting from a beginning base that has grown by $14 million from a $39.78 million ALS collection in 2007 to a beginning $53.8 million base beginning in 2008.  (This jump in the base is not included in the calculations.)  
As a reference point, the current levy for 2002-2007 will collect $340 million.  As shown in the strategic plan (page 24), the following collections were made from 2002-2007 and are anticipated in 2008-2013:

Current and Proposed Levy Collection
	
	Year
	Levy in Millions
	Year
	Levy in Millions
	

	2002 to 2007 levy
	2002
	$52.5
	2008
	$95.5
	2008 to 2013 levy

	
	2003
	54.1
	2009
	97.7
	

	
	2004
	55.7
	2010
	100.4
	

	
	2005
	57.4
	2011
	102.6
	

	
	2006
	59.1
	2012
	105.4
	

	
	2007
	61.2
	2013
	108.4
	

	
	Total
	$340 million
	
	$610 million
	


The total proposed levy amount over the life of the levy shown above is a 79% increase over the previous six years.  Staff continues to analyze the proposed expenditure increases and the funding options to support them.  

INVITED:
· Bob Cowan, Director, Office of Management and Budget

· Thomas Hearne, Director, Emergency Medical Services Division, Seattle/King County Department of Public Health
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1. Proposed Ordinance 2007-0181

2. Proposed Ordinance 2007-0182

3. May 1, 2007 staff report
















� The Bureau of Labor Statistics website states that it “strongly urges users to consider adopting the national average CPI for use in their escalator clauses”.  This is because local area indexes show greater volatility than the national index, although their long-term trends are similar.  
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