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SUBJECT

A MOTION adopting the Best Starts for Kids economic factors to consider, as outlined in the report recommending these factors, when deciding about increases to the Best Starts for Kids tax levy. 

SUMMARY

The Best Starts for Kids levy included a provision allowing that the levy could be increased by up to 3% annually. Included within this ordinance was intent language that the Council should adopt a report on what factors it would use when deciding if or how much to increase the levies. The Executive has transmitted the report as required by Ordinance 18088.

BACKGROUND 

Unless voters approve otherwise, in Washington State lid lift levies can only be increased each year by 1% (plus the value of new construction). Historically, the County has relied on this one percent limit in most of its levies. However, programs that are funded primarily with lid-lift levy property taxes in recent years have started to move towards using a different percentage than the 1% contained within state law. This is typically due to the budgeting reality that program costs typically increase faster than 1% annually. Examples of use of a different limit factor include: 
· 2011 – Vets & Human Services Levy: Greater of 1% or CPI (cap of 3%)
· 2012 – AFIS: Greater of 1% or CPI (cap of 3%)
· 2013 – Parks: Greater of 1% or CPI
· 2015 – Best Starts for Kids: up to 3% increase

ANALYSIS

The Executive has transmitted, as required by Ordinance 18088, a report on what factors the county should use in determining future increases to this levy. The Executive has proposed that the County use the following criteria for determining these increases. 



Scenario 1
If the 10 year rolling average of population increases plus the consumer price index for the previous year are greater than the 3% cap in the levy ordinance, the Executive proposes to use a 3% increase as allowed by the ordinance. 

Scenario 2
If the 10 year rolling average of population increases plus the consumer price index for the previous year is greater than zero but less than 3%, the Executive proposes to use that number for the percentage increase. 

Scenario 3
If the 10 year rolling average of population increases plus the consumer price index for the previous year is less than zero, the Executive proposes that the levy not be increased (nor decreased). 

[bookmark: _GoBack]This “population plus inflation” exercise is consistent with what the county has been lobbying the state legislature to make the limit factor for the county general fund levy for a number of years. This number also fairly accurately represents the increases the county typically faces in operational cost increases. This approach is likely to allow the BSK services to continue and not be slowly eroded as has happened in the county general fund due to revenue increases not keeping pace with cost increases. 

The Executive has provided Table 1, which represents a retrospective of what this measure would have been over the previous ten tax cycles. The average over these ten cycles would have been 3.58%. If you apply the criteria proposed by the Executive (don’t include reductions and cap increases at 3%) that average would have been 2.42%. 




















	POPULATION AND INFLATION DATA
	 
	 

	 
	
	
	
	 

	 
	 
	Population
	June-June
	 

	Year
	KC Population
	Growth Rate
	Seattle CPI-W
	Pop. + Inf. 

	 
	 
	(10 -yr Avg)
	 
	 

	2005
	1,808,300
	 
	 
	 

	2006
	1,835,300
	1.20%
	4.62%
	5.82%

	2007
	1,861,300
	1.24%
	3.31%
	4.55%

	2008
	1,884,200
	1.24%
	6.19%
	7.43%

	2009
	1,909,300
	1.31%
	-0.71%
	0.60%

	2010
	1,931,249
	1.07%
	-0.06%
	1.01%

	2011
	1,942,600
	1.00%
	3.70%
	4.70%

	2012
	1,957,000
	0.98%
	2.67%
	3.65%

	2013
	1,981,900
	1.08%
	1.16%
	2.24%

	2014
	2,017,250
	1.21%
	2.23%
	3.44%

	2015
	2,052,800
	1.28%
	1.11%
	2.39%

	 
	
	
	
	 

	 
	
	
	
	 

	NOTES:
	
	
	
	 

	  1)  Population is OFM estimate except 2010 is U.S. Census.
	 

	  2)  CPI figures from March 2016 OEFA report.
	 





	
	
	
	
	

	
	
	
	
	

	

	






















ATTACHMENTS

1. Proposed Motion 2016-0284
a. A. Best Starts for Kids – Economic Factors to Consider During Annual Levy Increase
2. Executive Transmittal Letter

INVITED

1. Dwight Dively, Director, Office of Performance Strategy and Budget
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