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SUBSTI TUTE HOUSE BI LL 1281

St ate of WAshi ngt on 58th Legislature 2004 Regul ar Sessi on

By House Conmittee on Trade & Economc Developnent (originally
sponsored by Representatives Pettigrew, Skinner, Gonbosky, < i bborn,
Ander son, Rockefeller, Gant, Tom O Brien, Cody, Mbdeller, MDonald,
Wods, Hunter, Kagi, Mrrell, Benson, Kessler, Wod, Upthegrove,
Conway, Linville and Mrris; by request of Governor Locke)

READ FI RST TI ME 02/ 06/ 04.

AN ACT Relating to community revitalization financing; anmendi ng RCW
39. 89. 020, 39.89.030, 39.89.050, 39.89.060, 39.89.070, and 39.89. 080;
adding new sections to chapter 39.89 RCW adding new sections to
chapter 82.14 RCW adding a new section to chapter 82.32 RCW and
creating new sections.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

PART |
COMMUNI TY REVI TALI ZATI ON FI NANCI NG- - GENERAL PROVI SI ONS

NEW SECTI ON. Sec. 101. The legislature recognizes that the state
as a whole benefits frominvestnent in public infrastructure because it
pronmotes community and econom c devel opnent. Public investnent
stinul ates business activity and helps create jobs; stinmulates the
redevel opnent of brownfields and blighted areas in the inner city;
| oners the cost of housing; and pronotes efficient |and use. The
| egi slature finds that these activities generate revenue for the state
and that it is in the public interest to invest in these projects
through a credit against the state sales and use tax to those | ocal
governnments that can denonstrate the expected returns to the state.
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Sec. 102. RCW 39.89.020 and 2001 c 212 s 2 are each anended to
read as foll ows:

The definitions in this section apply throughout this chapter
unl ess the context clearly requires otherw se.

(1) "Assessed value of real property" neans the valuation of rea
property as placed on the |ast conpleted assessnent roll.

(2) "Departnent” neans the departnent of revenue.

(3) "Increnent area" neans the geographic area fromwhich taxes are
to be appropriated to finance public inprovenents authorized under this
chapter.

(4) "Increnent value" neans seventy-five percent of any increase in
the assessed value of real property in an increnent area that is pl aced
on the assessnent rolls after the increnent area is created. There is
no increnment value if the assessed value of real property in an
increnent area is less than or equal to the assessed value of real
property in the increnent area for taxes levied in the year in which
the increnent area was created for collection in the follow ng year

(5) "Local governnent" neans any city, town, county, port district,
or any conbi nation thereof.

((3))) (B6) "Odinance" neans any appropriate nethod of taking
| egi sl ative action by a | ocal governnent.

((4)) (7) "Participating taxing authority" neans a taxing
authority that has entered into a witten agreenent with a |ocal
governnent for the use of community revitalization financing to finance
all or a portion of the costs of designated public inprovenents.

(8) "Participating taxing district” neans a taxing district that
has entered into a witten agreenent with a |ocal governnent for the
use of conmmunity revitalization financing to finance all or a portion
of the costs of designated public inprovenents.

(9) "Public inprovenents" neans infrastructure inprovenents within
the increnment area that include:

(a) ((Inrastrueture—tprovenents—wtHhn—the—rererent—area—that
Pnclude:

+))) Street and road construction and mai nt enance;

((+H)) (b) Water and sewer system construction and inprovenents;

((++))) (c) Sidewal ks and streetlights;

((w)) (d) Parking, termnal, and dock facilities;

((&)) (e) Park and ride facilities of a transit authority;

SHB 1281 p. 2



© 00 N O Ol WDN P

W W W W W W WwWwwWwMNDNDNDMDNDNMNDNMDDNMNMNDNMDMNMNMNMNMDNEPEPRPPRPEPRPRPRPPRPEPRPRERPPRPRE
0O N O A W NPEFP O OOOWwuNOD O P WNEPEOOOMOOWwWNO O owDNDE,Oo

((E¥))) (f) Park facilities and recreational areas; ((and
~++))) (9) Stormwater and drai nage managenent systens; and

({ (B)—Bwpenditures—tor—any—ol—thefoHHomngpurposes—

H+++))) (h) Historic preservation activities authorized under RCW
35. 21. 395.

((65))) (10) "Public inprovenent costs" neans the costs of: (a)
Design, planning, acquisition, including land acquisition, site
preparation including land clearing, construction, reconstruction,
rehabilitation, inmprovenent, and installation of public inprovenents;
(b) denolishing, relocating, maintaining, and operating property
pendi ng construction of public inprovenents; (c) relocating utilities
as a result of public inprovenents; (d) financing public inprovenents,
including interest during construction, |egal and other professiona
services, taxes, insurance, principal and interest costs on general
i ndebt edness issued to finance public inprovenents, and any necessary
reserves for general indebtedness; (e) assessnents incurred in
revaluing real property for the purpose of determning the tax
all ocation base value that are in excess of costs incurred by the
assessor in accordance with the revaluation plan under chapter 84.41
RCW and the costs of apportioning the taxes and conplying with this
chapter and other applicable law, and (f) adm nistrative expenses and
feasibility studies reasonably necessary and related to these costs,
including related costs that may have been incurred before adoption of
the ordinance authorizing the public inprovenents and the use of
community revitalization financing to fund the costs of the public
I nprovenents.

((66))) (11) "Regul ar property taxes" nmeans regul ar property taxes
as defined in RCW 84.04. 140, except: (a) Regular property taxes |evied
by port districts or public utility districts specifically for the
purpose of making required paynents of principal and interest on
general indebtedness; ((and)) (b) regular property taxes levied by the
state for the support of the common schools under RCW 84.52. 065; and
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(c) reqular property taxes levied under the authority of RCW 84.55. 050
that are limted to a specific purpose as provided in RCW
84.55.050(3)(b). Regular property taxes do not include excess property
tax levies that are exenpt from the aggregate |limts for junior and
senior taxing districts as provided in RCW 84.52. 043.

((6H)) (12) "Tax allocation base value" neans the ((true—and
fai+)) assessed value of real property located within an increnent area
for taxes ((+nposed)) levied in the year in which the increnent area is
created for collection in the follow ng year, plus twenty-five percent
of any increase in the ((trdue—and—Ffat+)) assessed value of real
property located within an increnent area that is placed on the
assessnent rolls after the increnent area i s created.

((8))) (13) "Tax allocation revenues" neans those tax revenues
derived fromthe ((+wpoesitien—of)) receipt of excess excise taxes under
section 202 of this act and fromregular property taxes levied on the

i ncrement value and distributed to finance public inprovenents.

485)) (14) "Taxing authority" nmeans a governnental entity that
i nposes a sales or use tax under chapter 82.14 RCWupon the occurrence
of any taxable event within a proposed or approved increnent area.

(15) "Taxing district((s))" nmeans a governnmental entity that |evies
or has levied for it regular property taxes upon real property |ocated
within a proposed or approved increnent area.

((+2)) (16) "Value of taxable property" neans the value of the
t axabl e property as defined in RCW 39. 36. 015.

Sec. 103. RCW39.89.030 and 2002 ¢ 12 s 1 are each anended to read
as follows:

A |l ocal governnment may finance public inprovenents using conmunity
revitalization financing subject to the follow ng conditions:

(1) The |local government adopts an ordinance designating an
increment area wthin its boundaries and specifying the public
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i nprovenents proposed to be financed in whole or in part with the use
of community revitalization financing;

(2) The public inprovenents proposed to be financed in whole or in
part using conmmunity revitalization financing are expected to encourage
private devel opnment within the increnent area and to increase the fair
mar ket val ue of real property within the increnment areas,;

(3) Private developnent that is anticipated to occur within the
increment area, as a result of the public inprovenents, wll be
consistent with the countyw de planning policy adopted by the county
under RCW 36. 70A. 210 and the | ocal governnent's conprehensive plan and
devel opnment regul ati ons adopted under chapter 36. 70A RCW

(4) ({Fdng—eistriets—in—the—aggregate—that—tevy—at—least
seventy-five percent of the regular property tax within which the

vhder—subseetion—{(4)—of this—seetion)) The | ocal governnent nmay not use

community revitalization financing to finance the costs associated with
the financing, design, acquisition, construction, equipping, operating,
mai nt ai ni ng, r enodel i ng, repairing, and reequi pping of public
facilities funded with taxes collected under RCWV 82. 14. 048;

(5) The governing body of the |ocal governnent nust nmake a finding
that community revitalization financing: (a) WII not be used for the
purpose of relocating a business fromoutside the increnent area, but
within this state, into the increnent area; and (b) wll inprove the
viability of existing business entities within the increnent area; and

(6) The governing body of the local governnment finds that the
public inprovenents proposed to be financed in whole or in part using
comunity revitalization financing are reasonably likely to:

(a) Increase private investnent within the increnent area;

(b) Increase enploynent within the increnent area as determ ned by
wage band analysis, as defined in section 302 of this act; and
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(c) Generate, over the period of tinme that the local sales and use
tax will be inposed under section 301 of this act, state and |oca
property, sales, and use tax revenues that are equal to or greater than
the respective state and | ocal contributions made under this chapter.

Sec. 104. RCW 39.89.050 and 2001 c¢c 212 s 5 are each anended to
read as foll ows:

(1) Before adopting an ordinance creating the increment area, a
| ocal governnent nust:

((5)) (8a) Obtain witten agreenent for the use of comunity
revitalization financing to finance all or a portion of the costs of
t he designated public inprovenents fromany taxing district((s—that—+

Hhre—aggregate—levy—at—teast—seventy-Hve—perecent—ob—the—regular

Hrprovernent)) that levies reqgular property taxes on real property
within the increnent area, or fromany taxing authority that inposes a
sales or use tax under chapter 82.14 RCWw thin the increnment area if
the taxing district or taxing authority chooses to participate in the
public inprovenents to the extent of providing |imted funding under
community revitalization financing authorized under this chapter. The
agreenent nust be authorized by the governing body of such

participating taxing districts ((that—+ntheaggregatetevy—at—least

a A N N a¥a'

Hrererent—area)) and taxing authorities; and

((2)) (b) Hold a public hearing on the proposed financing of the
public inprovenent in whole or in part with comunity revitalization
fi nanci ng.

(0) Notice of the public hearing nust be published in a |ega
newspaper of general circulation within the proposed increnent area at
| east ten days before the public hearing and posted in at |east six
conspi cuous public places |located in the proposed increnent area.

(ii) Notice nmust also be sent by United States nmail to the property
owners and the business enterprises located within the proposed
increnment area at least thirty days prior to the hearing. | n

SHB 1281 p. 6
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i npl enenting provisions under this act, the |ocal governing body shal
al so consult with business organi zations, including the |ocal chanber
of commerce, and ethnic associations to develop nethods of notice to
ensure that appropriate notice is also provided to business enterprises
and property owners for whom English is a second | anguage.

iii) Notices nust describe the contenplated public inprovenents,
estimate the costs of the public inprovenents, describe the portion of
the costs of the public inprovenents to be borne by community
revitalization financing, describe any other sources of revenue to
finance the public inprovenents, describe the boundaries of the
proposed increnent area, and estimate the period during which comunity
revitalization financing is contenplated to be used.

(iv) The public hearing may be held by either the governing body of
the l|ocal government, or a committee of the governing body that
includes at least a majority of the whol e governing body((:+—and)).

((3)) (2) In order to create an increnent area, a |ocal
governnment nust adopt an ordinance establishing the increnment area
t hat .

(a) Describes the public inmprovenents((;y)) .

(b) Describes the boundaries of the increnment area((y)) .

(c) Estimates the cost of the public inprovenents and the portion
of these costs to be financed by comunity revitalization
financing((+)) .

(d) Estimates the tinme during which regular property taxes are to
be apportioned((+)) and, if applicable, excess excise taxes are to be
used to finance public inprovenent costs associated with the public
i nprovenents financed in whole or in part by comunity revitalization
fi nanci ng;

(e) Estimates the highest anmpunt of tax revenue to be received in
any one fiscal year through the inposition of a sales and use tax under
section 301 of this act;

(f) Provides the date when the apportionnment of the regular
property taxes and, if applicable, the use of excess excise taxes wll
comence((5)). and

(g) Finds that the conditions of RCW39.89.030 are net.

(3) For purposes of this section, "fiscal year" neans the year
begi nning July 1st and ending the follow ng June 30th.

p. 7 SHB 1281
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Sec. 105. RCW 39.89.060 and 2001 c 212 s 6 are each anended to
read as foll ows:

The | ocal governnent shall

(1) Publish notice in a l|legal newspaper of general circulation
within the increment area that describes the public inprovenent,
describes the boundaries of the increnment area, and identifies the
| ocation and tinmes where the ordinance and other public information
concerning the public inprovenent nmay be inspected; and

(2) Deliver a certified copy of the ordinance to the county
treasurer, the county assessor, and the governing body of each
participating taxing district within which the increnent area is
| ocat ed.

PART 11
COMMUNI TY REVI TALI ZATI ON FI NANCI NG

USE OF TAX ALLOCATI ON REVENUES TO PAY THE COSTS OF PUBLI C | MPROVEMENTS

Sec. 201. RCW 39.89.070 and 2001 c 212 s 7 are each anended to
read as foll ows:

(1) Commencing in the second cal endar year followi ng the passage of
the ordinance creating an increnent area and authorizing the use of
community revitalization financing, the county treasurer shal
distribute receipts fromregular taxes inposed on real property | ocated
in the increnment area as foll ows:

(a) Each participating taxing district and the |ocal governnent
that created the increnent area shall receive that portion of its
regul ar property taxes produced by the rate of tax levied by or for the
taxing district on the tax allocation base value for that conmmunity
revitalization financing project in the taxing district, or upon the
total assessed value of real property in the taxing district, whichever
is smaller; and

(b) The local governnment that created the increnent area shal
receive an additional portion of the regular property taxes |evied by
it and by or for each participating taxing district upon the increnent
value within the increnent area. However, if there is no increnent
value, the local governnent shall not receive any additional reqgular
property taxes under this subsection (1)(b). The I ocal governnent that
created the increment area nmy agree to receive less than the ful

SHB 1281 p. 8
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anmount of ((this)) the additional portion of reqular property taxes
under this subsection (1)(b) as Iong as bond debt service, reserve, and
ot her bond covenant requirenents are satisfied, in which case the
bal ance of these tax receipts shall be allocated to the participating
taxing districts that inposed regular property taxes, or have regul ar
property taxes inposed for them in the increnent area for collection
that year in proportion to their regular tax levy rates for collection
that vyear. The |ocal governnment may request that the treasurer
transfer this additional portion of the property taxes to its
desi gnated agent. The portion of the tax receipts distributed to the
| ocal governnment or its agent under this subsection (1)(b) may only be
expended to finance public inprovenent costs associated with the public
i nprovenents financed in whole or in part by community revitalization
fi nanci ng.

(2) The county assessor shall allocate twenty-five percent of any
i ncreased real property value occurring in the increment area to the
tax allocation base value and seventy-five percent to the increnent
value. This section does not authorize revaluations of real property
by the assessor for property taxation that are not nade in accordance
Wi th the assessor's revaluation plan under chapter 84.41 RCW or under
ot her authorized reval uati on procedures.

(3) The apportionment of increases in assessed valuation in an
i ncrenent area, and the associated distribution to the |ocal governnent
of receipts from regular property taxes that are inposed on the
i ncrenment val ue, nust cease when tax allocation revenues are no | onger
necessary or obligated to pay the costs of the public inprovenents.
Any excess tax allocation revenues derived fromregular property taxes

and earnings on ((t+he)) such tax allocation revenues, remaining at the
time the apportionnment of tax receipts termnates, nust be returned to
the county treasurer and distributed to the participating taxing
districts that inposed regular property taxes, or had regular property
taxes inposed for it, in the increment area for collection that year,
in proportion to the rates of their regular property tax levies for
collection that year.

NEW SECTION. Sec. 202. A new section is added to chapter 39.89
RCWto read as foll ows:
(1) A local governnent that creates an increnment area may use

p. 9 SHB 1281
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annual Iy any excess excise taxes received by it fromtaxable activity
within the increnment area to finance public inprovenent costs
associated with the public inprovenents financed in whole or in part by

community revitalization financing. The use of excess excise taxes
must cease when tax allocation revenues are no |onger necessary or
obligated to pay the costs of the public inprovenents. Any

participating taxing authority is authorized to all ocate excess excise
taxes to the local governnent. The legislature declares that it is a
proper purpose of a | ocal governnment or participating taxing authority
to allocate excess excise taxes for purposes of financing public
i nprovenents under this chapter.

(2) A local government consisting solely of a port district may use
excess excise taxes as provided in this section only to the extent that
any participating taxing authority all ocates excess excise taxes to the
| ocal governnent.

(3) A local governnent consisting of a port district and any city,
town, or county nmay use excess excise taxes as provided in this section
only if:

(a) The city, town, or county realizes excess excise taxes from
taxable activity within the increnent area; or

(b) Any participating taxing authority allocates excess excise
taxes to the | ocal governnent.

(4) A Ilocal governnent shall provide the departnent accurate
informati on describing the geographical boundaries of the increnent
area at |east seventy-five days before the effective date of the
ordi nance creating the increnent area. The | ocal governnent shal
ensure that the boundary information provided to the departnent is kept
current.

(5) The departnent shall provide each |ocal governnment that has
provi ded boundary information to the departnent as provided in this
section with the necessary information to calculate excess excise
t axes.

(6) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Base year" neans the first calendar year following the
creation of an increnment area.

(b) "Excess excise taxes" neans the anount of excise taxes received
by the local governnment during the neasurenent year from taxable

SHB 1281 p. 10
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activity wwthin the increnent area over and above the anount of excise
taxes received by the local governnent during the base year from
taxable activity within the increment area. However, if a |ocal
government creates an increnent area and reasonably determ nes that no
activity subject to tax under chapters 82.08 and 82. 12 RCWoccurred in
the twelve nonths i medi ately preceding the creation of the increnent
area within the boundaries of the area that becane the increnent area,
"excess excise taxes" neans the entire anmobunt of excise taxes received
by the local governnment during a cal endar year period beginning with
the cal endar year imediately following the creation of the increnent
area and continuing with each neasurenent year thereafter

(c) "Excise taxes" neans local retail sales and use taxes
aut hori zed i n RCW 82. 14. 030.

(d) "Measurenment year" neans a cal endar year, beginning wth the
calendar year followng the base year and each calendar year
thereafter, that is used annually to neasure the anmount of excess
excise taxes required to be used to finance public inprovenent costs
associated wth public inprovenents financed in whole or in part by
community revitalization financing.

PART |11
COMMUNI TY REVI TALI ZATI ON FI NANCI NG- - STATE CONTRI BUTI ON

NEW SECTION. Sec. 301. A new section is added to chapter 82.14
RCWto read as foll ows:

(1) A city, town, or county that creates an increnment area and
finances public inprovenents pursuant to chapter 39.89 RCW may i npose
a sales and use tax in accordance with the terns of this chapter and
subject to the criteria set forth in this section. Except as provided
in this section, the tax is in addition to other taxes authorized by
| aw and shall be collected from those persons who are taxable by the
state under chapters 82.08 and 82.12 RCW upon the occurrence of any
taxable event wthin the taxing jurisdiction of the city, town, or
county. The rate of tax shall not exceed the rate provided in RCW
82.08.020(1) in the case of a sales tax or the rate provided in RCW
82.12.020(4) in the case of a use tax, |less the aggregate rates of any
ot her taxes inposed on the sanme events that are credited against the
state taxes inposed under chapters 82.08 and 82. 12 RCW

p. 11 SHB 1281
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(2) The tax inposed under subsection (1) of this section shall be
deducted fromthe anmount of tax otherwi se required to be collected or
paid over to the departnent under chapter 82.08 or 82.12 RCW The
departnent shall performthe collection of such taxes on behalf of the
city, town, or county at no cost to the city, town, or county.

(3) No tax may be inposed under this section before January 1,
2005. Before inposing a tax under this section, the city, town, or
county shall first have received tax allocation revenues derived from
ei ther regul ar property taxes or excess excise taxes, or both, during
the preceding cal endar year. The tax inposed under this section shal
expi re when the bonds issued under the authority of chapter 39.89 RCW
are retired, but not nore than twenty-five years after the tax is first
i nposed.

(4) An ordinance adopted by the legislative authority of a city,
town, or county inposing a tax under this section shall provide that:

(a) The tax shall first be inposed on the first day of a cal endar
year.

(b) The amount of tax received by the l|local governnent in any
cal endar year shall not exceed the anmount of the state contribution;

(c) The tax shall cease to be inposed for the remainder of any
cal endar year in which either:

(1) The anpunt of tax receipts totals the anmount of the state
contri bution;

(1i1) The amount of tax receipts totals the anobunt of "local public
sources," as that termis used in section 302 of this act, dedicated in
the previous calendar year to finance public inprovenents authorized
under chapter 39.89 RCW or

(ii1) The amobunt of revenue fromtaxes inposed under this section
by all cities, towns, and counties totals the annual state credit Iimt
as provided in section 303(3) of this act;

(d) The tax shall be reinposed, should it cease to be inposed for
any of the reasons provided in (c) of this subsection, at the begi nning
of the next cal endar year, subject to the restrictions in this section;
and

(e) Any revenue generated by the tax in excess of the anounts
specified in (a), (b), and (c) of this subsection shall belong to the
state of Washi ngt on.

SHB 1281 p. 12
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(5 If both a county and a city or town inpose a tax under this
section, the tax inposed by the city, town, or county shall be credited
as follows:

(a) If the county has created an increnment area before the city or
town, the tax inposed by the county shall be credited against the tax
i nposed by the city or town, the purpose of such credit is to give
priority to the county tax; and

(b) If the city or town has created an increnment area before the
county, the tax inposed by the city or town shall be credited agai nst
the tax inposed by the county, the purpose of such credit is to give
priority to the city or town tax.

(6) The departnent shall determne the ampbunt of tax receipts
attributable to each city, town, and county inposing a sales and use
tax under this section and shall advise a city, town, or county when it
must cease inposing the tax for the remai nder of the cal endar year as
provided in subsection (4)(c) of this section. Determ nations by the
departnment of the anount of taxes attributable to a city, town, or
county are final and shall not be used to challenge the validity of any
tax inposed under this section. The departnent shall remt any tax
recei pts in excess of the anounts specified in subsection (4)(a), (b),
and (c) of this section to the state treasurer who shall deposit the
nmoneys in the general fund.

(7) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Base year" neans the first calendar year following the
creation of an increnent area.

(b) "Excess state excise taxes" neans the anmount of excise taxes
received by the state during the nmeasurenent year fromtaxable activity
within the increnent area over and above the anmpbunt of excise taxes
received by the state during the base year fromtaxable activity within
the increnent area. However, if a local governnment creates an
increnent area and reasonably determnes that no activity subject to
tax under chapters 82.08 and 82.12 RCW occurred in the twelve nonths
i mredi ately preceding the creation of the increnent area within the
boundaries of the area that becane the increment area, "excess state
exci se taxes" neans the entire anount of excise taxes received by the
state during a cal endar year period beginning with the cal endar year
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imrediately following the creation of the increnent area and conti nui ng
wi th each neasurenent year thereafter.

(c) "Excise taxes" neans the state retail sales and use taxes
i nposed under chapters 82.08 and 82. 12 RCW

(d) "Increnent area" has the sane neaning as in RCW 39. 89. 020.

(e) "Measurenment year" neans a cal endar year, beginning wth the
calendar year followng the base year and each calendar vyear
thereafter, that is used annually to neasure the anmount of excess
excise taxes required to be used to finance public inprovenent costs
associated with public inprovenents financed in whole or in part by
community revitalization financing.

(f) "State contribution” nmeans the | esser of one mllion dollars or
an anmount equal to:

(1) State property tax allocation revenues received by the state
during the precedi ng cal endar year; and

(11) Excess state excise taxes received by the state during the
precedi ng cal endar year.

(g "State property tax allocation revenues" neans those tax
revenues derived from the inposition of property taxes levied by the
state for the support of common schools under RCW 84.52.065 on the
i ncrenent val ue as defined in RCW 39. 89. 020.

(h) "Tax allocation revenues" has the sanme neaning as in RCW
39. 89. 020.

NEW SECTION. Sec. 302. A new section is added to chapter 82.14
RCWto read as foll ows:

(1) Moneys collected from the taxes inposed under section 301 of
this act shall be used only for the purpose of principal and interest
paynments on bonds issued under the authority of RCW 39.89.080 and nust
be matched with an anobunt from | ocal public sources dedicated through
Decenber 20th of the previous calendar year to finance public
i nprovenents authorized under chapter 39.89 RCW Such local public
sources include but are not limted to private nonetary contributions
and tax allocation revenues. Local public sources are dedicated to
finance public inprovenents if they are actually expended to pay public
i nprovenent costs or are required by law or an agreenent to be used
exclusively to pay public inprovenent costs.
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(2) A local governnment shall informthe departnent by the twentieth
day of Decenber of the anount of:

(a) Local public sources dedicated in the current cal endar year to
finance public inprovenents authorized under chapter 39.89 RCW and

(b) Tax allocation revenues derived in the current cal endar year
from the inposition of regular property taxes on the increnment value
and distributed to finance public inprovenents. Upon request of a
| ocal governnent, the county assessor shall assist the |ocal governnent
in determning the anount of tax allocation revenues derived in the
current cal endar year and distributed to finance public inprovenents.

(3) If a local governnment fails to conply with subsection (2) of
this section, no tax may be inposed under section 301 of this act in
the foll owm ng cal endar year.

(4) A local governnent shall provide a report to the departnent by
March 1st of each year. The report shall contain the follow ng
i nformati on:

(a) The amobunt of tax allocation revenues, taxes under section 301
of this act, and |l ocal public sources received by the |ocal governnent
during the precedi ng cal endar year, and a sunmmary of how these revenues
wer e expended,;

(b) The nanes, and previ ous business |ocations, of any busi nesses
|ocating within the increment area as a result of the public
i nprovenents undertaken by the | ocal governnment and financed in whole
or in part wwth community revitalization financing;

(c) The nunber and industrial classification of businesses and the
nunber of enployees in the increment area prior to the establishnent of
the increnment area, and the nunber of these businesses and the nunber
of their enployees continuing to conduct business enterprise activities
after the conpletion of the proposed inprovenents;

(d) The total nunber of pernanent jobs created as a result of the
public inprovenents undertaken by the |ocal governnent and financed in
whole or in part with comunity revitalization financing;

(e) The wages and benefits received by the enpl oyees of businesses
|ocating within the increment area as a result of the public
i nprovenents undertaken by the | ocal governnent and financed in whole
or in part with community revitalization financing. The wage and
benefit information should be collected and reported to the departnent
by the | ocal governnent and i ncl ude:
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(1) Enployee benefits, including enployer-provided health or
medi cal insurance, vacation or sick |eave, or retirenent benefits; and

(i1) WAges reported in wage bands. Wage bands neans the foll ow ng
si x groupi ngs of wage rates:

(A) Up to the state m ni mum wage plus two dollars per hour

(B) Between the state m ni numwage plus two dollars and one cent to
the state m ni num wage plus four dollars per hour;

(C) Between the state m ni num wage plus four dollars and one cent
to the state m ni num wage plus six dollars per hour;

(D) Between the state m ni numwage plus six dollars and one cent to
the state m ni num wage plus eight dollars per hour;

(E) Between the state m ni nrum wage plus eight dollars and one cent
to the state m ni num wage plus ten dollars per hour; and

(F) Greater than the state m ninum wage plus ten dollars and one
cent per hour;

(f) The increase in enploynment within the increnment area reported
by wage bands; and

(g) The amount of tax receipts the |ocal government has received
fromtaxable activity fromthe businesses |located within the increnent
area prior to the establishnent of the tax increment area and after the
establ i shnment of the increnent area.

(5) The departnment shall nake a report available to the public and
the |l egislature by June 1st of each year. The report shall include a
list of public inprovenents undertaken by |ocal governnents and
financed in whole or in part with community revitalization financing,
and it shall also include a summary of the information provided to the
departnent by | ocal governnments under subsection (4) of this section.
The full report submtted to the departnent by the |ocal governnent
under subsection (4) of this section shall be nade avail able, upon
request, to the public.

(6) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Public inmprovenent costs" has the same neaning as in RCW
39. 89. 020.

(b) "Tax allocation revenues" has the sane neaning as in RCW
39. 89. 020.
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NEW SECTION. Sec. 303. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) As a condition to inposing a sales and use tax under section
301 of this act, a city, town, or county nust apply to the departnent
at | east seventy-five days before the effective date of any such tax.
The application shall be in a form and manner prescribed by the
departnment and shall include but is not Ilimted to information
establishing that the applicant is eligible to inpose such a tax, the
anticipated effective date for inposing the tax, the estimted nunber
of years that the tax wll be inposed, and the estinmated anobunt of tax
revenue to be received in each fiscal year that the tax wll be
i nposed. For purposes of this section, "fiscal year" neans the year
begi nning July 1st and ending the foll ow ng June 30th. The depart nent
shal | make available forns to be used for this purpose. As part of the
application, a city, town, or county nmust provide to the departnent a
copy of the ordinance creating the increnent area as required in RCW
39. 89.050. The departnent shall rule on conpleted applications within
si xty days of receipt. No new applications shall be considered by the
departnment after the thirtieth day of Septenber of the third year
follow ng the year in which the first application was received.

(2) The authority to inpose the |ocal option sales and use taxes
under section 301 of this act is on a first-cone basis. Priority for
collecting the taxes authorized under section 301 of this act anong
approved applicants shall be based on the date that the approved
application was received by the departnent. As a part of the approval
of applications under this section, the department shall approve the
anount of tax under section 301 of this act that an applicant may
i npose. The anmount of tax approved by the departnent shall not exceed
the |l esser of one mllion dollars or the highest anount of tax revenue

that the applicant estimates that it wll receive in any one fisca
year through the inposition of a sales and use tax under section 301 of
this act. A city, town, or county shall not receive, in any fisca

year, nore revenues from taxes inposed under section 301 of this act
than the anmount approved by the departnent. The departnent shall not
approve the receipt of nore credit against the state sales and use tax
than is authorized under subsection (3) of this section.

(3) The amount of credit against the state sales and use tax is
limted as follows:
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(a) No nore than five mllion dollars of credit against the state
sales and use tax may be received by all cities, towns, and counties
i nposing a tax under section 301 of this act during the fiscal year
begi nning July 1, 2004.

(b) No nore than five mllion dollars of credit against the state
sales and use tax increased by the sanme percentage as the percentage
increase in the assessed value of all property within this state from
cal endar year 2002 to calendar year 2003, as determned by the
departnent, may be received by all cities, tows, and counties inposing
a tax under section 301 of this act during the fiscal year beginning
July 1, 2005.

(c) No nore than the anmpunt determned in (b) of this subsection
increased by the sane percentage as the percentage increase in the
assessed value of all property within this state from cal endar year
2003 to cal endar year 2004, as determned by the departnent, nmay be
received by all cities, towns, and counties inposing a tax under
section 301 of this act during the fiscal year beginning July 1, 2006.

(d) No nore than the anmpunt determned in (c) of this subsection
increased by the sane percentage as the percentage increase in the
assessed value of all property within this state from cal endar year
2004 to calendar year 2005, as determ ned by the departnent, nmay be
received by all cities, towns, and counties inposing a tax under
section 301 of this act during the fiscal year beginning July 1, 2007.

(4) The credit against the state sales and use tax shall be
avail able to any city, town, or county inposing a tax under section 301
of this act only as long as the city, town, or county has outstandi ng
i ndebt edness under RCW 39. 89. 080.

(5) The departnment nmay adopt rul es under chapter 34.05 RCWclearly
required for the admnistration of sections 202 through 303 of this
act .

PART |V
BOND AUTHORI ZATI ON

Sec. 401. RCW 39.89.080 and 2001 c 212 s 8 are each anended to
read as follows:

(1) A local government designating an increnent area and
authorizing the use of community revitalization financing may incur
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general indebtedness, and issue general obligation bonds, to finance
the public inprovenents and retire the indebtedness in whole or in part
from tax allocation revenues it receives, subject to the follow ng
requi renents:

(a) The ordinance adopted by the |ocal governnent creating the
increnment area and authorizing the use of community revitalization
financing indicates an intent to incur this indebtedness and the
maxi mum anmount of this indebtedness that is contenplated; and

(b) The Il ocal governnent includes this statenent of the intent in
all notices required by RCW 39. 89. 050.

(2) The general indebtedness incurred under subsection (1) of this
section may be payable from other tax revenues, the full faith and
credit of the |ocal governnent, and nontax incone, revenues, fees, and
rents fromthe public inprovenents, as well as contributions, grants,
and nontax noney available to the | ocal governnent for paynent of costs
of the public inprovenents or associated debt service on the genera
i ndebt edness.

(3) In addition to the requirenents in subsection (1) of this
section, a local governnent designating an increnent area and
aut hori zing the use of community revitalization financing may require
t he nonpublic participant to provide adequate security to protect the
public investnment in the public inprovenent within the increnent area.

(4) Bonds issued under this section shall be authorized by
ordi nance of the |ocal governing body and nay be issued in one or nore
series and shall bear such date or dates, be payable upon demand or
mature at such tine or times, bear interest at such rate or rates, be
in such denom nation or denom nations, be in such formeither coupon or

registered as provided in RCW 39.46.030, carry such conversion or
registration privileges, have such rank or priority, be executed in
such manner, be payable in such nmedium of paynent, at such place or
pl aces, and be subject to such terns of redenption with or wthout
prem um be secured in such nmanner, and have such other
characteristics, as nmay be provided by such ordinance or trust
i ndenture or nortgage issued pursuant thereto.

(5) The local governnent nmay annually pay into a fund to be
established for the benefit of bonds issued under this section a fixed
proportion or a fixed anmpunt of any tax allocation revenues derived
fromproperty or business activity within the increnent area containing
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the public inprovenents funded by the bonds, such paynent to continue
until all bonds payable from the fund are paid in full. The loca
governnent may also annually pay into the fund established in this
section a fixed proportion or a fixed anbunt of any revenues derived
from taxes inposed under section 301 of this act, such paynent to
continue until all bonds payable from the fund are paid in full.
Revenues derived fromtaxes inposed under section 301 of this act are
subject to the use restriction in section 302 of this act.

(6) In case any of the public officials of the |ocal governnent
whose signatures appear on any bonds or any coupons issued under this
chapter shall cease to be such officials before the delivery of such

bonds, such signatures shall, nevertheless, be valid and sufficient for
all purposes, the sanme as if such officials had renained in office
until such delivery. Any provision of any law to the contrary

notwi thstanding, any bonds issued under this chapter are fully
negot i abl e.

(7) Notw thstanding subsections (4) through (6) of this section
bonds issued under this section may be issued and sold in accordance
with chapter 39.46 RCW

NEW SECTION. Sec. 402. A new section is added to chapter 39.89
RCWto read as foll ows:

A |l ocal governnent that issues bonds under RCW 39.89.080 to finance
public inprovenents nmay pledge for the paynent of such bonds all or
part of any tax allocation revenues derived from the public
i nprovenents. The | ocal governnent may al so pledge all or part of any
revenues derived fromtaxes inposed under section 301 of this act and
held in connection wth the public inprovenents. Al of such tax
revenues are subject to the use restriction in section 302 of this act.

NEW SECTION. Sec. 403. A new section is added to chapter 39.89
RCWto read as foll ows:

The bonds issued by a l|ocal governnent under RCW 39.89.080 to
finance public inprovenents shall not constitute an obligation of the
state of WAshington, either general or special.

PART V
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NEW SECTION. Sec. 501. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 502. Part headings used in this act do not
constitute any part of the | aw

NEW SECTION. Sec. 503. Nothing in this act shall be construed to
give port districts the authority to inpose a sales or use tax under
chapter 82.14 RCW

--- END ---
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