Council Meeting Date: September 23, 2002 ' Agenda Item: 8(c)

CITY COUNCIL AGENDA ITEM
CITY OF SHORELINE, WASHINGTON

AGENDA TITLE: A Public Hearing to Consider Adoption of Resolution No. 193 to
Oppose State of Washington Initiative 776, Which Would Repeal
the Motor Vehicle Excise Tax that is Currently Available to Local
Transit Agencies, Eliminate the Local Voter-Approved Motor
Vehicle Excise Tax Option for high Capacity Transit that Funds
Sound Transit Projects, Repeal the Vehicle License Fee that is
Currently Collected in Four Counties to Fund Local Transportation
Improvements, and Require License Tab Fees to be $30 Per Year

DEPARTMENT: Finance

PRESENTED BY: Debbie Tarry, Finance Director

PROBLEM/ISSUE STATEMENT:

The Office of the Washington Secretary of State has certified Initiative 776 (I-776) to be
placed on the ballot at the November 5, 2002, statewide general election. The passage
of 1-776 would eliminate the local $15 per vehicle license fee that is collected by King
County and distributed to cities in King County based on a per capita formula. This
would eliminate approximately $500,000 in annual revenue for the City of Shoreline that
is currently dedicated for transportation system maintenance and improvements. 1-776
would also attempt to eliminate the voter-approved MVET option for high capacity
transit that funds Sound Transit projects.

ALTERNATIVES ANALYZED:

The City Council has two options tonight:

1. Adopt Resolution No. 193, opposing State of Washington Initiative 776, or

2. Not adopt Resolution No. 193, signifying either support or no opinion of Initiative 776
as a City Council.

" FINANCIAL IMPACT:

If I-776 passes, it would eliminate the local $15 per vehicle license fee that is collected
by King County and distributed to cities in King County based on a per capita formula.
This would eliminate approximately $500,000 in annual revenue for the City of Shoreline
that is currently dedicated for transportation system maintenance and improvements.
This would significantly change the long-term financial stability of the City Street Fund.
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RECOMMENDATION

Staff recommends that Council take public comment and discuss the impacts of |-776
on the City of Shoreline and take action on Resolution No. 193 as Council finds

appropriate.

232
Approved By: City Managet__ City Attorney-=
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INTRODUCTION
The Office of the Washington Secretary of State has certified Initiative 776 (I-776) to be
placed on the ballot at the November 5, 2002, statewide general election. 1-776 would
do the following:
« Require license tab fees for motor vehicles to not exceed $30;
« Require license tab fees for light trucks to not exceed $30;
» Eliminate the authorization for voter-approved local option Motor Vehicie Excise Tax
(MVET) for transit;
» Require that outstanding bonds for light rail be retired;
« Repeal the local option vehicle license fee; and,
« Repeal MVET related statutes — exemptions, valuation requirements, and revenue
distribution statutes that were in effect when MVET was collected by the state.

I-776 would directly impact the City of Shoreline by its elimination of the local option
vehicle license fee. Currently residents in King County pay a $15 per vehicle license
fee that is collected by King County and then distributed to both the county and cities on
a per capita formula. The City of Shoreline currently receives approximately $500,000
annually from this revenue source. These license fees are dedicated for transportation
system maintenance and improvements and are considered revenue in our City Street
Fund. Additionally, I-776 would attempt to repeal the MVET option that was approved
by the King, Snohomish, and Pierce County voters to fund some of the Sound Transit
improvements.

The passage of |-776 would reduce costs for vehicle owners, in that their vehicle license
fees would be capped at $30, and there could be a reduction in MVET with the
elimination of the MVET currently collected by Sound Transit. The Washington State
Office of Financial Management has identified the following savings that a car or truck
owner might realize from the provisions of |-776:

A vehicle owner who currently pays .... | ..... would save each year:

Combined License Fee (0 to 4,000 lbs.) $7

Combined License Fee (4,001 to 6,000 Ibs.) $14

Combined License Fee (6,001 to 8,000 Ibs.) $25

Sound Transit MVET (average vehicle)* $28
Within RTA boundary only

Local Option License Fee $15
(Douglas, King, Pierce, Snohomish County only) '

*MVET is a value based tax. Savings shown reflect vehicle average. Actual savings will vary

At the same time, funding for transportation services currently provided by the State,
King County, and the City of Shoreline would be reduced, and negatively affect users of
our transportation systems.

BACKGROUND

As the Council is aware, as shown in the graph below, the City's long-term operating
budget projections show that there could be a significant budget deficit starting in 2005
if revenue growth does not improve.
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This operating budget includes expenditures related to the City’s street maintenance
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Operating Deficit

collections have remained fairly flat, therefore requiring an additional allocation of
general revenues to provide sufficient resources to provide the day-to-day maintenance
of the City’s streets. This maintenance does not include the long-term pavement
management program.

The long-term projections for this fund indicate that either the City will need to allocate
additional general fund revenues for street operations or develop alternative revenues
to maintain service levels. In the absence of these options it is likely that service levels
will need to be reduced. Although the fund currently has adequate reserves and there
are no operational issues in the near-term, the passage of |-776 would significantly
change this outlook. The following graphic portrays the long-term projections for the
Street Fund based on current revenue allocations and service levels.
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If |-776 were to pass and the City did not either find alternative revenues or reduce
current service levels, the City Street Fund would be faced with a deficit for 2003. The
long-term projections assuming the passage of |-776 are shown below.

Street Fund Long-Term Projections
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DISCUSSION

State law (RCW 42.17.130) generally prohibits public agencies from using resources to
oppose or support ballot measures. However, this code does allow an elected body to
take positions for or against such measures under certain conditions. The notice of the
meeting when the vote will be taken must include the title and number of the ballot
proposition, and Councilmembers and the public must have an approximately equal
opportunity to express an opposing view. The City has followed these requirements.

The Association of Washington Cities (AWC) has developed a Fact Sheet on 1-776,
included as Attachment A. The membership of AWC approved a resolution opposing
the initiative at the association’s annual business meeting in June. The City of Seattle
adopted a resolution opposing I-776 on August 12, 2002. Other cities are considering
whether to take a formal stance on I-776.

In 1999, Initiative 695 (I-695), was on the statewide general election ballot. This
initiative was to eliminate the Motor Vehicle Excise Tax (MVET). Although I-695 passed
and was found to be unconstitutional, the State legislature basically implemented [-695
by eliminating most of the MVET. 1-695 did not pass in the City of Shoreline, as there
was a 58% “no” vote by our residents. In 2000, I-745 appeared on the statewide
general election ballot. This initiative would have required that 90% of transportation
funds, including transit money, be spent for building and repairing roads. 1-745 did not
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receive approval on a statewide basis nor approval in the City of Shoreline. 1-745 was
rejected in Shoreline by a 68% “no” vote.

RECOMMENDATION
Staff recommends that Council take public comment and discuss the impacts of |-776
on the City of Shoreline and take action on Resolution No. 193 as Council finds

appropriate.

ATTACHMENTS

Attachment A - AWC Fact Sheet on |-776
Attachment B — Resolution No. 193, Opposing |-776
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Attachment B

RESOLUTION NO. 193

A RESOLUTION OF THE CITY OF SHORELINE, WASHINGTON,
EXPRESSING THE CITY’S OPPOSITION TO STATE OF
WASHINGTON INITIATIVE 776, WHICH WOULD REPEAL THE
MOTOR VEHCILE EXCISE TAX THAT IS CURRENTLY AVAILABLE
TO LOCAL TRANSIT AGENCIES, ELIMINATE THE LOCAL VOTER-
APPROVED MOTOR VEHICLE EXCISE TAX OPTION FOR HIGH
CAPAPCITY TRANSIT THAT FUNDS SOUND TRANSIT PROJECTS,
REPEAL THE VEHICLE LICENSE FFE THAT IS CURRENTLY
COLLECTED IN FOUR COUNTIES TO FUND LOCAL
TRANSPORTATION IMPROVEMENTS, AND REQUIRE LICENSE TAB
FEES TO BE $30 PER YEAR.

WHEREAS, State of Washington Initiative 776 (I-776) has been certified for the
November 5, 2002, ballot; and

WHEREAS, 1-776 would attempt to repeal existing local motor vehicle excise taxes and
vehicle license fees that are used for local transportation projects supported by the people of
Shoreline, including taxes that have received voter approval; and

WHEREAS, the restoration and maintenance of the City of Shoreline’s transportation
system is already reliant on General Fund revenues for 50% of it’s funding; and

WHEREAS, I-776 would eliminate approximately $500,000 from the City’s annual
budget received from King County as the City of Shoreline’s share of the local vehicle license
fee designated for local transportation improvements; and

WHEREAS, passage of I-776 would likely result in immediate cuts in transportation
services provided by the City of Shoreline; and

WHEREAS, the impact of I-776 would extend to all corners of the State of Washington,
directly eliminating the existing $15.00 per year vehicle license fee levied in Douglas, King,
Snohomish and Pierce counties, and would effectively preclude any local motor vehicle excise
tax option in the immediate future for high capacity transit services in any part of the state; and

WHEREAS, the financial impact of I-776 on the four counties that currently levy the
$15.00 per year vehicle license fee for local transportation improvements would be a combined
loss of $203 million of King, Pierce, Snohomish and Douglas counties for the next five years;
and

WHEREAS, the voters of the City of Shoreline rejected previous ballot measures to
reduce motor vehicle excise taxes including Initiative 695 in 1999; :

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE
CITY OF SHORELINE, WASHINGTON AS FOLLOWS:
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Section 1. The City Council of the City of Shoreline hereby declares their opposition
to State of Washington Initiative 776 and encourages voters to vote “no” on Initiative 776 at the
November 5, 2002 State General Election.

ADOPTED BY THE CITY COUNCIL ON September 23, 2002.

Mayor Scott Jepsen
ATTEST:

Sharon Mattioli, CMC
City Clerk
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