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SUBJECT:

Briefing Number 2010-B0119:  A briefing on the issue of tax levy rate suppression and associated implications for services throughout King County including flood control.


SUMMARY:

In 2010, the property tax rate for the Unincorporated Area Levy (UAL) was $1.93 per $1,000 of Assessed Value (AV). With continued annexations and decreases in property values (especially in unincorporated King County), that rate is likely to jump to the maximum rate of 2.25 per $1,000 AV in 2011. Now that the County is further along in the property tax planning phase, this jump, along with declining AVs, has created a levy suppression issue.  

The issue of levy suppression, although more commonly occurring in rural Counties throughout Washington State, is facing King County for the first time in recent history.  Levy suppression occurs when the local taxing district rates in any given area in the county exceed the limit of $5.90 per $1000 of Assessed Value.  There are over 400 of these separate “areas”, which are commonly referred to as “levy codes”.  Each code contains some combination of the various taxing districts that levy taxes throughout the County.  (Several local tax measures are excluded from this $5.90 cap including the Ferry District, the Emergency Medical Services Levy and the Conservation Futures Tax Levy, just to name a few.)  If any given code exceeds the maximum $5.90 limit there can be implications to taxes and services throughout the county as will be described.

Under existing property tax rates, there is one levy code (6675) that could be as much as 0.39 over the $5.90 per parcel cap in State law. This would result in pro-rationing of property tax levies within that code. This pro-rationing would lead to complete elimination of the FCZD levy if other steps are not taken.  This is the result of two issues.  First, the FCZD is the most junior district in the area under state law (see Attachment #1 to the staff report for a listing of district hierarchy) so it gets ‘bumped off’ first.  Second, because it is levied as a county-wide tax, the FCZD must be levied uniformly across the entire County.  If the FCZD gets ‘bumped off’ in any area within the County, it must go away across the entire county. 

The following table shows the taxing district components within the five levy codes with the highest total levy rates within the County.
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The taxing districts described in the table above are depicted geographically in Attachment #2 to this staff report.  That document, entitled “Unincorporated King County, Potential 590 Limit Levy Codes” was provided by the King County Assessor’s office.

As can be seen in the table, there are several codes facing potential suppression problems in 2011.  The remedies to this suppression problem are currently being explored and analyzed for legal and practical constraints.  One potential remedy, based upon initial legal review, would be to use FCZD levy proceeds to “buy-off” other districts and allow them to not levy a portion, or all, of their tax levies, which would reduce the overall levy rate and allow the FCZD levy to not be suppressed. Another potential remedy would be for the County to not levy a portion of the UAL to reduce the county-wide rate in order to create capacity in the rate to accommodate the FCZD. 

It is important to note that there are several assumptions embedded within the current analysis of this situation, three of which are described as follows:

1. The table above describes current taxing levels.   No new taxes are assumed for 2011.  For example, if the fire district that is currently levying $1.24 per $1000 of assessed value in code 6675 were to go to the voters and ask to raise their rate to its maximum allowable $1.50 per $1000 AV, the problem in that code would be twenty six cents worse.
2. Second, the numbers shown in the table are projections of assessed values, which are used to reveal how far each code may be in excess of $5.90.  If the assessed values change from current projections - which they undoubtedly will to some degree - that will affect the degree to which each code exceeds the maximum rate.  
3. When exploring the remedy to potentially “buy-out” other districts, it may be possible to pick and choose which districts to enter into agreements with.  There may be districts that rank higher on the hierarchy than the Metro Park District in code 6675 that are cheaper for the FCZD to buy out in order to create the necessary capacity to allow the FCZD to continue to levy taxes in that area.  This affects the estimates of total potential cost incurred by the FCZD.
4. As mentioned previously, some of the rates shown in the table are established by Council votes during the fall budget process.  The Council could decide to establish lower rates and generate less revenue.  (It is worth noting here that the Council is bound by the requirements first established in statewide initiative 747, which precludes the established rates from collecting total revenues that would exceed the previous year’s plus an increase of 1% and new construction)

Council staff are working with OMB and the KCAO to monitor this situation and to determine if the problem is more widespread than the levy codes described in the table. 

NEXT STEPS:

Analysis of this levy suppression issue is on-going.  The committee will receive briefings on the issue as information becomes available or as necessary to inform budget decisions or revenue proposals.

INVITED:
· Dwight Dively, Director, Office of Management and Budget (OMB)
· John Wilson, Chief Deputy Assessor, King County Assessor’s Office
· Hazel Gantz, Business and Finance Officer, King County Assessor’s Office

ATTACHMENTS:
1. $5.90 Aggregate Limit Proration Order for Taxing Districts in King County
2. Unincorporated King County, Potential 590 Limit Levy Codes
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Hote: Forecast 2011 County Rates w/ actual 2010 Tax District Rates
(except Rural Libraries, which is 2011 forecast)

LEVY CODES (with Highest Senior Rates]

8675 2800 6647 4155 6384 6390
COUNTYWIDE LEVY
Current expense
River Improvement
Intercounty River Imp
Veterans' Aid
Mental Health
Councilmanic bonds
Subtotal Countywide (2011 Forecast) 099320 099320 099320 | 099320 0.99320 0.99320
LigLifts
Parks/Trails 0.12428 0.12428 012428 | 0.12428 0.12428 0.12428
AFIS 0.05088 0.05088 0.05085 | 0.05086 0.05088 0.05088
Veterans/Family Human Services 004948 004948 004948 | 004948 0.04948 0.04948
Total Countywide (forecast for 2011) 121762 121762 121762 | 121762 121762 121762
PLUS:
Rural Lib 050000 050000 050000 | 050000 050000 050000
HospitalICemetery 045623 HA| 053290 HA| 045623 H4| 053290 HA [ 045623 H4 | 028345
Fire 123938 38| 150000 37 | 150000 34| 130298 25 | 123194 27 | 1.50000)
Flood Zone 0.10814 0.10814 010814 | 010514 0.10814 0.10814]
Park&Rec/MetroPark. 052376 VM| 0.00000 0.00000 | 0.00000 0.09625 FCM | 0.00000
Total 5.90 rate (Forecast in 2011) 620213 6.10565 502899 | 590862 585719 463862
Remaining within 5.90 (0.39213) (0.20566) [(0.12899) |(0.00852) 004281 126138
State Levy 222053 222053 220053 | 222283 222053 222253
Ens 0.30000 0.30000 030000 | 0.30000 0.30000 0.30000|
Transportation 0.08501 0.08501 008501 | 0.08501 0.08501 0.08501
Ferry District 000348 000348 000348 | 000348 0.00348 0.00348]
Conservation Futures 0.04918 0.04918 004918 | 0.04918 0.04918 0.04918]
Total subject to 1% (local assessed) 888384 867737 850070 | 8.48033 8.42890 721033
Total subject to 1% market-adjusted 888384 867737 860070 | 848033 8.42890 721033
Remaining within 1% 113815 132283 130930 | 151967 157110 278957
Hospital 1-Expense Levy. 519472394 (Valley General Hospital)
Hospital 2 Expense Levy 514941548 (Evergreen Hospital)
Hospital 4 Expense Levy. 52044885 (Snoqualmie Valley Hospital)
Si View Metro Park-Expense Levy 51,158,783
Fall City Metropolitan Park 5107.133
KC Flood District $35.783.058.




