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Inventory Subcommittee

▪
Land Acquisition and Disposal Inventory

Since my last briefing to you on January 26th we have made good progress toward finalizing the database, but we still are working to get the data into final form.  The process we have been using to truth the data has been to take what is submitted to us by each of the agencies and compare their data to what we have in IAC’s PRISM database.  The reason for this step is to ensure as much as possible that the information we report will be accurate, and by comparing two records of the same transaction, any time there are discrepancies we can fix the record.  

State Parks data is not as complete as we would like for this database, and there may be some areas where we are unable to do a comparative analysis of Parks acquisitions with other agencies, simply because we may not have the data to compare.  For example, many of the transactions have no documented Funding Source, which is a report requirement of SSB 6242.  Parks has been very cooperative in working through these issues with us and we will continue to work to fill in the gaps.  We were pleased with the similarity between WDFW’s data and IAC’s.  We are still waiting for DNR’s final submission of data, but expect to receive something as soon as their subcommittee representative returns from vacation.

Our goal is to have the database complete and working no later than March 30th.

Coordination Subcommittee

Right now the primary work of this subcommittee is in the hands of the Project Manager.  At our last subcommittee meeting it was decided that the best use of time would be for the Project Manager to begin preparing a draft of the report, with copies of draft materials to be routed to the subcommittee members for input.

Since part of this project is to review existing land acquisitions and disposal policies, practices, etc., I have spent a considerable amount of time learning the existing missions, mandates, policies, procedures, etc. of each of the agencies.  I have found it to be a true writing challenge to discuss “existing conditions.”  

As I write various sections of the report, the kinds of questions – or underlying issues – raised by SSB 6242 that I am keeping in mind are the following:

●
Are state agencies acquiring habitat and recreation lands according to a plan, and not just as opportunities arise?

●
Can the state develop a plan for habitat and recreation acquisitions and disposals, similar to a local government comprehensive plan?

●
Are agencies are talking to each other?  Does “one hand know what the other is doing?”

●
State land acquisitions are tax exempt, resulting in a loss of property tax revenue to local governments.  How can the impacts to local governments be addressed?

●
Is there a threshold for determining when there should be “no net gain” in counties that have a large percentage of public land already?

●
Agency land transactions sometimes occur without much public awareness.  Is there some way to make these transactions more “transparent?”

●
When agencies decide they need to acquire or dispose of habitat or recreation land, how do they make this determination?  How do we ensure that agencies are using a statewide focus (that spans other agencies’ ownership/management) when they decide they need to complete a transaction?

●
Sometimes the Legislature’s oversight role is bypassed when an agency is pursuing a transaction.

●
Are agencies duplicating one another’s roles, or do the habitat and recreation land programs within the different agencies have distinct purposes that complement one another?

●
Why don’t we have just one state agency that is in charge of all the habitat and recreations land transactions in the state?

In addition to beginning the draft of the report, I have begun putting together a list of potential recommendations.  These are, of course, extremely preliminary.  Based on what I know at this point, however, the key elements to a truly coordinated statewide strategy for land acquisitions are primarily to be found in improving transparency and communication between the agencies, elected officials, and citizens.  I will discuss some of the ideas around this issue at the Board meeting.

Improved transparency and communication for the most part are process issues, and process improvements are in all likelihood the key elements to improving statewide coordination.  However, SSB 6242 does want to know more than how process can be improved.  The bill is asking for a recommendation for how acquisition plans can be linked, across agencies, to form a coherent statewide plan.  This is remarkably more difficult than identifying transparency and communication issues.  I am researching the several plans of each of the agencies and their habitat and recreation programs, looking for key similarities and differences.  This is made somewhat more complicated by the fact that I.A.C. also requires a comprehensive plan as a condition for obtaining grant funding.  Painting a true picture about what already exists in the way of comprehensive statewide planning, and what may be needed to improve existing plans, is a work in progress that will follow the work on transparency and communication.  

▪
Challenges

Developing final recommendations for this report cannot be fully completed until we have information from the Inventory database and Tax/Economic Impacts consultants.  

Tax/Economic Impacts Subcommittee

Since my last briefing we finalized the scope of work for the two consultants who will be working as a team to complete a report for this portion of the project.  Drafts of the proposed Scope of Work were routed to members of the subcommittee for their input before it was finalized.  The amount of the two contracts combined is $20,500.  The consultant’s first review drafts are due March 15, 2005.  This is a very ambitious timeline for a very complicated set of questions we are asking them to analyze, but we cannot allow for more time, due to our overall objective of submitting a report on June 30, 2005.  I am attaching both Scopes of Work for your information.

Proposed Scope of Work for Study of Tax Impacts on Local Governments

Resulting from Tax Exempt Habitat and Recreation Lands

Submitted by Don Burrows, January 28, 2005

This proposed study is in response to a request for proposal from the Interagency Committee for Outdoor Recreation (Committee).  The basis for the study is contained in Substitute Senate Bill 6242, 2004 legislative session.  

The product of the study will be a report, the contents of which are described below.  The work required for the study includes legal research, fiscal and tax research, interviews with several state agencies, county officials and others, and the preparation of the final report.  

A draft of the report is to be completed by March 18, 2005 and submitted to the Committee for review and comments.  A final report will be submitted six days after the comments have been returned to the author.    

I.  Background Element

This portion of the report will include the following items:

· A background discussion of the tax sources and current fiscal conditions of local governments (e.g., counties, schools and various junior taxing districts) that are impacted when taxable property goes to exempt status.  It will include a discussion of the tax sources (property, sales, etc.) currently available to those governments, including the statutory limitations on those tax sources.  It will explain how the 1 percent property tax limit (Initiative 747), the elimination of the motor vehicle excise tax (Initiative 695) and other tax changes have reduced the tax resources of those local governments. 

· A discussion of the constitutional and statutory basis for tax exemptions in Washington for both public and privately owned property

· A summary of the current number and dollar amounts of property tax exemptions and a comparison of the relative importance of the various exemptions 

· A description of the information currently available on exempt private and public property from county assessors and the Department of Revenue  
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II.  Policy Element

This portion of the report will include the following items:

· A description of past legislation directed toward mitigating any adverse impacts on local property tax revenues as a result of exemptions (both private and public property)

· A description of state agency policies and practices regarding compensating local governments for either increased costs on those governments or lost of revenues that result from the state’s acquisition of private taxable property  

III.  Impact Analysis Element
This portion of the report will include the following items:

· A description of the immediate impact on local government property taxes when property goes from a taxable to an exempt status.

· A discussion of what is meant by “loss revenue.”  It will describe the difference between actual revenue losses as compared to the shifting of the revenue losses by increasing the tax on other taxpayers.

· A comparison of the current property tax rates of local governments compared to the maximum tax rate permitted under law.  This is the determining factor on whether there is an actual revenue loss versus a shifting of the tax loss to other taxpayers.

· A discussion of how other local tax revenues could be impacted when the state acquires property in a county.  For example, how offsetting gains from other taxes could reduce or eliminate the direct loss from the property tax exemption.

· Two or three case studies of the actual impact on the revenues of counties and other local governments when the state has acquired previously taxable property. 
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IV.  Alternative Compensation Methods Element
This portion of the report will include the following items:

· Various methods that the legislature could use for compensating local governments for loss revenue should it decide this is desirable.  Pro and con arguments will be provided for each alternative.  The alternatives include:

· Payments in lieu of taxes

· Shifting revenue loss to other taxpayers (currently available if district is not imposing its maximum property tax rate)

· Modifying the current 1 percent increase limit law to allow districts to recoup loss revenues

· Sharing of state revenues (if any) earned from the state land

· Other

V.  Summary and Recommendations
This portion of the report will contain a brief summary of the findings and will include recommendations.  It will include a discussion of the impact of state exempt property on local government revenues as compared to the many other adverse factors affecting local tax revenues.  

Estimated Total Cost of Study

80 hours of consultant services by D. Burrows @$100 per hour
$8,000


Other costs







    ---











______



Total estimated cost




$8,000

Donald R. Burrows

2345 48TH Ave. SW, Unit 2

Tumwater, WA 98512

 (360 943 4805)

Education

Don Burrows received his B.A. and M.A in economics and public finance from the   University of Washington.  

Professional Experience

Washington State Revenue Department (1957-1985)

Don Burrows joined the state’s revenue agency in July 1957.  He worked in that agency for 28 years until his retirement from state service in 1985.  His positions during those years included:

· Senior Tax Researcher for Governor Rosellini’s Tax Advisory Council (1957-1959)

· Senior Research Analyst, Research Division (1959-1960)

· Director, Research and Statistics Division (1960-1977)

· Executive Director, Governor Evans’ Tax Advisory Council (1965-1968)

· Deputy Director of the Department of Revenue (1977-1982)

· Director of the Department of Revenue under Governor Spellman (1982-1985)

     During his time with the revenue agency Don Burrows’ responsibilities included: 

· tax research and tax analysis

· comprehensive state and local tax studies

· providing expert testimony on taxes to legislative committees

· economic and revenue forecasting for the state’s budget 

· directing 600 employees in the administration of state taxes.

Consultant (1985 to Present)
Since his retirement from state government he has been a consultant to state and local governments and private businesses.  He made a comprehensive local government finance study for Governor Gardner’s Committee on Washington’s Financial Future in 1988.  In 1989 he was the tax and revenue consultant for the study conduced by the Washington Wildlife and Recreation Coalition. 

For two years (1991-93) he was the senior associate and in charge or the Olympia Booz, Allen and Hamilton Olympia office.  During that period he was responsible for the tax and revenue portion of several statewide transportation studies for Washington and Oregon.  

During the past few years he has made numerous tax and economic studies for state agencies and local governments. 

Other

Don Burrows is a former chairman of the Research and Revenue Estimating Section of the National Association of Tax Administrators (NATA) and was Secretary of NATA when he retired from state service.

For the past 14 years he has been the Washington correspondent for State Tax Notes.  State Tax Notes is published weekly by Tax Analysts in Arlington, VA.  It contains news on the tax developments in all 50 states.

Proposed Scope of Work for Roger Mann PhD, dba RMecon

Task 1. Review Information and Produce Scoping Document

The main purpose of this task is to define the types of economic impacts to be analyzed and included in the testing-level methodology. This task includes a one-day meeting in Olympia with the IAC and others identified with the IAC to identify issues and refine the scope of work. Information in Yakima County’s “Scoping-Level Analysis for Economic Issues Involving Environmental Protection in the Yakima Region” will be reviewed, changed and expanded if needed to develop a scoping level memo which will highlight the types of impacts to be covered. The Yakima county work does not include lands acquired for recreational purchases, so some time will be used to research linkages between recreational land, usage by residents and others, and local spending. The scoping level memo will be provided by February 18th. Comments will be accepted and included in the final report.

1.1
Meet with IAC and others for comments and suggestions

1.2
Acquire suggested information and incorporate comments

1.2
Acquire and summarize information related to recreational use, expenditure, and sales and use taxes.

1.3
Build on the Yakima County work to provide a scoping-level memo titled “Scoping Level Analysis of Economic Impacts of Tax-Exempt Habitat and Recreation Lands on Local Economies

Level of Effort: 40 hours. Travel Expenses: $400

Task 2. Develop and Present Testing Level Methodology

This task will develop and present quantitative methods to estimate the amount of impact for each type of impact identified in Task 1. Most of the work time will be used to identify data sources and develop a spreadsheet to implement the testing level methodology. Work on this task can begin before Task 1 is completed because some of the impacts such as direct tax revenue losses must be included. The methodology will be presented as a decision tree and a series of steps and calculations for a user to apply to an individual parcel. The methodology will be presented in the Draft Report, Due March 18, and the Final Report due March 30.

Level of Effort: 40 hours. Travel Expenses: $400

Task 3. Write a Final Report titled “Economic Impacts of Tax-Exempt Habitat and Recreation Lands on Local Economies in Washington State”

The Final Report will have four sections:

1. A Summary of Findings will answer these questions

1.
Lost property tax revenues to local governments can be quantified.  Is this adequate to determine the impacts of public land ownership on local government?

2.
If the answer to number 1 is no, what other factors must be taken into account?

3.
If there is not a single answer to whether public land ownership has a positive or negative economic impact on local government:

a)
What factors should be taken into consideration when assessing the impacts of a particular acquisition, and

b)
What methods could be used to calculate the impacts of a particular public acquisition, using the factors identified in a.

4.
Are some types of public land more likely to negatively impact the local economy than others?  For example, does a nature preserve have different impacts than a state park?

5.
Is it possible that public land ownership in counties that already have large portions of public land will always result in a negative economic impact?  In other words, could there be a threshold (i.e. percentage of public land ownership) that, once crossed, is always bad for the local economy?

6.
What factors should be taken into account when assessing the potential economic impacts of a public land acquisition?

7.
Can models and protocols be developed for determining the impacts of public land acquisition that could be used as a tool for determining when compensation to a local government is appropriate?  

2. Types of Economic Impacts. This section will be a revised version of the scoping memo from Task 1. 

3. A Testing-level Methodology for Estimating Impacts of Tax-Exempt Habitat and Recreation Lands on Local Economies. This section will provide the testing-level methodology from Task 2.

4. References

A draft report will be provided by March 18. Comments should be provided by close of business March 24, and a final report will be provided by March 30.

Level of Effort: 30 hours.

Estimated Total Cost

Total budget: 110 hours, $110 per hour = $12,100 

Plus $400 travel

Total estimated cost $12,500.
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