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HOUSE BI LL 2849

St ate of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on
By Representatives O nsby, Mloscia, Mrrell, Wod, and Santos

Read first tinme 01/16/08. Referred to Commttee on Housi ng.

AN ACT Relating to affordable housing financing; adding a new
section to chapter 82.14 RCW and adding a new chapter to Title 43 RCW

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

NEW SECTION. Sec. 1. The legislature recognizes that household
i nconmes have not kept pace with rising housing costs in many areas of
the state. The | egislature further recognizes that there are many
factors contributing to the escalation in housing costs that include
either rapid devel opnent or redevelopnent, or both, wthin specific
geogr aphic areas. The |legislature further recognizes that the
escalation in housing costs, particularly in high-cost areas, has
forced many | ow i ncone and noderate-i ncone househol ds to pay excessive
anmounts of their inconme for housing or delayed their opportunity for
homeownership. The |l egislature further recognizes that what is needed
is a financing program to help mtigate the inpacts of escalating
housi ng costs on |ow and noderate-income households by capturing a
portion of the state tax revenue associated with either devel opnent or
redevel opnent activities, or both, within a specified geographic area
of a | ocal governnent.
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(2) The legislature finds that it is in the public interest to
create an affordabl e housing financing programthat invests a portion
of the revenues generated from either devel opnent or redevel opnent
activity, or both, within a |local governnment's designated area to fund
af f ordabl e housing projects through a credit against the state sales
and use taxes.

NEW SECTION. Sec. 2. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Affordabl e housing" nmeans residential housing that is rented
by a household that is within the neans of |owincone households for a
period of not less than fifty years. For the purposes of housing
i ntended for owner occupancy, "affordable housing” neans residential
housing that is wthin the nmeans of | ow or noderate-incone househol ds
for a period of not less than fifty years.

(2) "Annual state contribution [imt" nmeans fifteen mllion dollars
statewi de per fiscal year.

(3) "Base year" neans the calendar year prior to when a |oca
government receives approval by the departnent for a project award
under this chapter

(4) "Departnment" neans the department of community, trade, and
econom ¢ devel opnent .

(5) "Designated area" neans a conpact identifiable geographic
subarea that is located within the boundaries of a |ocal governnent's
urban growt h area and where residents may obtain a variety of products
and services. A designated area nust contai n:

(a) Several existing or previous, or both, business establishnents
that may include but are not limted to shops, offices, banks,
restaurants, or governnental agencies;

(b) Public facilities that include, but are not limted to streets,
lighting, transit, donestic water, and sanitary sewer systens;

(c) A mxture of uses and activities that may include housing
recreation, and cultural activities in association wth uses identified
in (a) of this subsection.

(6) "High-cost area" neans a county where the third quarter nedi an
house price for the previous year as reported by the Washi ngton center
for real estate research at WAshington State University is equal to or
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greater than one hundred thirty percent of the statew de nedi an house
price published during the sane tine period.

(7) "Househol d* nmeans a single person, famly, or unrel ated persons
living together.

(8) "Local governnent" nmeans a city, town, or county.

(9) "Lowincone household" neans a single person, famly, or
unrel ated persons |iving together whose adjusted incone is at or bel ow
eighty percent of the nedian famly incone adjusted for famly size,
for the county where the project is |ocated. For cities located in
hi gh-cost areas, "lowincone househol d' neans a househol d that has an
incone at or below one hundred percent of the nedian famly inconme
adjusted for famly size, for the county where the project is |ocated.

(10) "Moder at e-i ncone househol d" nmeans a single person, famly, or
unrel ated persons |iving together whose adjusted incone is nore than
eighty percent but is at or below one hundred fifteen percent of the
medi an famly inconme adjusted for famly size, for the county where the
project is |ocated. For <cities Jlocated in high-cost areas
"noder at e-i ncome househol d" nmeans a househol d that has an i ncone that
is nore than one hundred percent, but at or below one hundred fifty
percent, of the nedian famly incone adjusted for famly size, for the
county where the project is |ocated.

(11) "Project award" neans that anmount of state contribution
awarded to a local governnent for affordable housing activities
eligible under section 4 of this act.

(12) "Revenue from |local public sources” nmeans the |oca
government's portion of property taxes and |ocal sales and use taxes
dedicated to the financing of affordable housing under this chapter
"Revenue from |l ocal public sources” also includes bonds issued by the
| ocal governnent that are used to finance affordable housing under this
chapter or anounts from a property tax l|levy inposed by the |ocal
governnent that is dedicated to financing affordabl e housi ng under this
chapter. Expenditures by the |ocal governnent associated with the
admnistration of affordable housing prograns financed under this
chapter shall be considered "revenue fromlocal public sources.”

(13) "State contribution"” neans the | esser of:

(a) Five mllion dollars per fiscal year, for a period not to
exceed twenty-five years;
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(b) The estimated total increase of state property taxes and state
sal es and use taxes, above the base year, within the designated area
for a period not to exceed twenty-five years; or

(c) An anmobunt equal to the revenue from|l ocal public sources that
is dedicated by the |ocal governnment for the financing of affordable
housi ng devel opnments within the designated area for a period not to
exceed twenty-five years.

NEW SECTION. Sec. 3. The housing everyone financing tool program
is created in the departnment for the purpose of providing direct grants
to local governnments that are used for financing affordable housing by
capturing a portion of the anticipated growh in state revenues, wthin
a designated area of a |local governnent, that are the direct result of
devel opnent or redevel opnent. The program shall be devel oped and
admnistered by the departnent with advice and input from the
departnment of revenue and the affordable housing advisory board
established in RCW 43. 185B. 020.

NEW SECTION. Sec. 4. (1) The departnent shall nake project awards
to | ocal governnents to assist in the financing of affordable housing
W t hin desi gnated areas.

(2) Activities eligible for assistance under this chapter include,
but are not limted to:

(a) New construction, rehabilitation, or acquisition of affordable
housing, including but not limted to public inprovenents directly
related to the affordable housing financed under this chapter and
pl anni ng, engi neering, architectural, and financial services associ ated
wi th af fordabl e housing financed under this chapter;

(b) Acquisition of existing housing units for resale or rent as
af f or dabl e housi ng; and

(c) Acquisition of land that will be used for affordable housing.

NEW SECTION. Sec. 5. (1) Prior to applying to the departnment to
use housing everyone financing tool financing, a |ocal governnent
shal | :

(a) Designate a designated area as defined in section 2(5) of this
act ;
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(b) Provide public notice as required in section 6(2) of this act;
and

(c) Pass an ordi nance adopting the designated area as required in
section 6(1) of this act.

(2)(a) As a condition to inposing a sales and use tax under section
7 of this act, a local governnent nust apply to the departnent and be
approved for a project award anount. The application shall be in a
form and manner prescribed by the departnment and include but not be
limted to:

(1) Information on the type and nunber of affordable housing units
to be financed within the designated area;

(i) Information establishing that the applicant is an eligible
candidate to i npose the | ocal sales and use tax under section 7 of this
act ;

(iii1) The anticipated effective date for inposing the tax, taking
into consideration the requirenents of RCW 82.14. 055(2);

(iv) The estimated nunber of years that the tax, under section 7 of
this act, wll need to be inposed;

(v) The amount of revenue from local public sources that will be
dedi cated to affordabl e housing in the designated area;

(vi) An estimate of the ampunt of tax revenue to be received in
each fiscal year that the tax will be inposed; and

(viit) Oher information the departnment and the departnent of
revenue deens necessary.

(b) The departnent shall make available fornms to be used for this
pur pose.

(3) I'n evaluating applications for project awards, the departnent
shal|l give priority consideration to:

(a) Applications fromlocal governnents that plan or elect to plan
under the state's grow h nmanagenent act, chapter 36. 70A RCW and

(b) Applications fromlocal governnents that provide financing for
af f ordabl e housi ng that supports transit-oriented devel opnent.

(4)(a) Once the departnent has approved the | ocal governnent to use
housi ng everyone financing tool financing, notification of a project
award nust be sent by the departnent to the |local governnent
aut horizing the [ ocal governnent to inpose the |ocal sales and use tax
aut hori zed under section 7 of this act, subject to the conditions in
section 7 of this act.
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(b) A notice of approval to use housing everyone financing tool
financing shall contain a project award that represents the maxi num
anount of state contribution that the |ocal governnent can earn each
year that housing everyone financing tool financing is used. The total
of all project awards may not exceed the annual state contribution

limt. The determ nation of a project award shall be made based on
information contained in the application and the remaining anmount of
annual state contribution |limt to be awarded. Determ nation of a

project award by the departnent is final.

(5) Money collected fromthe taxes inposed under section 7 of this
act may be used only for the purpose of paying all or a portion of the
debt service on bonds issued by the local government to finance
af fordabl e housing within the designated area or to pay for affordable
housing within the designated area on a pay-as-you-go basis, or both.

NEW SECTION. Sec. 6. (1) To designate an area as a designated
area, a local governnent nust adopt an ordinance establishing the
desi gnated area that:

(a) Describes the boundaries of the designated area;

(b) Certifies that the designated area neets the requirenents of
section 2(5) of this act;

(c) Estimates the type, nunber, and cost of affordable housing
units that will receive financial assistance under this chapter; and

(d) Estimates the tinme period of the | ocal governnent's conm t nent
to provide revenue from |local public sources to finance affordable
housi ng wthin the designated area.

(2) The local governnent nust hold a public hearing on the proposed
financing of affordable housing under this chapter before passage of
the ordinance establishing the designated area. The public hearing
shall be held by the legislative authority of the |ocal governnent.
The public hearing is subject to the notice requirenents of applicable
state and | ocal | aws.

NEW SECTION. Sec. 7. A new section is added to chapter 82.14 RCW
to read as foll ows:

(1) A local governnment that has been approved by the departnent of
community, trade, and econom c devel opnent to use affordable housing
fi nanci ng under chapter 43.--- RCW(sections 1 through 6, 8 through 10,
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and 12 of this act) may inpose sales and use taxes in accordance wth
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
ot her taxes authorized by | aw and shall be collected fromthose persons
who are taxable by the state under chapters 82.08 and 82.12 RCW upon
the occurrence of any taxable event within the taxing jurisdiction of
t he sponsoring | ocal governnment or cosponsoring |ocal governnent. The
rate of tax may not exceed the rate provided in RCW82.08.020(1), |ess
the aggregate rates of any other |ocal sales and use taxes inposed on
the sane taxable events that are credited against the state sal es and
use taxes inposed under chapters 82.08 and 82.12 RCW The rate of tax
may be changed only on the first day of a fiscal year as needed.
Notice of rate changes nust be provided to the departnment on the first
day of March to be effective on July 1st of the next fiscal year

(2) The tax authorized under subsection (1) of this section shal
be credited against the state taxes inposed under chapter 82.08 or
82.12 RCW The departnent shall performthe collection of such taxes
on behalf of the |ocal governnent at no cost to the |ocal governnent
and shall remt the taxes as provided in RCW 82.14. 060.

(3)(a) No tax may be inposed under the authority of this section:

(1) Before July 1, 2009;

(1i) Before approval by the departnment of comunity, trade, and
econom ¢ devel opnent of the local governnent's application for
af fordabl e housing financing under chapter 43.--- RCW (sections 1
t hrough 6, 8 through 10, and 12 of this act); and

(1i1) Before the | ocal governnent has certified to the departnent
of community, trade, and econom c devel opnent that the revenue from
| ocal public sources, as defined in section 2(12) of this act, is
available to finance its portion of affordable housing.

(b) The tax inposed under this section shall expire when either (i)
the | ocal governnent's bonds issued to finance affordabl e housing under
chapter 43.--- RCW (sections 1 through 6, 8 through 10, and 12 of this
act) are retired, but not nore than twenty-five years after the tax is
first inposed or (ii) the I ocal governnent has received the anmpunt of
the project award, as determ ned by the departnent of conmunity, trade,
and econom c devel opnent .

(4) An ordinance adopted by the legislative authority of a |oca
governnment inposing a tax under this section shall provide that:
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(a) The tax shall first be inposed on the first day of a fisca
year;

(b) The curul ati ve anobunt of tax received by the |ocal governnent
in any fiscal year shall not exceed the anobunt of the state
contri bution;

(c) The tax shall cease to be distributed for the renmai nder of any
fiscal year in which either:

(i) The ampunt of tax received by the |ocal governnment equals the
anount of the state contribution; or

(i1) The anobunt of tax received by the | ocal governnent equals the
anount of project award granted in the approval notice described in
section 5 of this act;

(d) The tax shall be distributed again, should it cease to be
distributed for any of the reasons provided in (c) of this subsection,
at the beginning of the next fiscal year, subject to the restrictions
in this section; and

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

(5) The departnent shall determne the anmpbunt of tax receipts
distributed to each | ocal governnent inposing sales and use tax under
this section and shall advise a | ocal governnent when tax distributions
for the fiscal year equal the amobunt of state contribution for that
fiscal year as provided in subsection (6) of this section
Determ nations by the departnent of the amount of tax distributions
attributable to each | ocal governnent are final and may not be used to
challenge the validity of any tax inposed under this section. The
departnent shall remt any tax receipts in excess of the anounts
specified in subsection (4) (c) of this section to the state treasurer
who shall deposit the noney in the general fund.

(6) Each year, the anmount of taxes approved by the departnent for
distribution to a local governnent in the next fiscal year shall be
equal to the state contribution and shall be no nore than the tota
revenue fromlocal public sources as described in section 2(12) of this
act . A local governnent may not receive, in any fiscal year, nore
revenues from taxes inposed under the authority of this section than
t he anount approved annually by the departnent. The departnent shal
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not approve the receipt of nore distributions of sales and use tax
under this section to a local governnent than is authorized under
subsection (4) of this section.

(7) The anmount of tax distributions received from taxes inposed

under the authority of this section by all |ocal governments is limted
annually to not nore than fifteen mllion dollars.
(8) Subject to chapter 43.--- RCW (sections 1 through 6, 8 through

10, and 12 of this act), the tax inposed under the authority of this
section may be applied either to provide for the paynent of debt
servi ce on bonds issued by the | ocal governnent to finance affordable
housi ng under chapter 43.--- RCW (sections 1 through 6, 8 through 10,
and 12 of this act) by the local governnent or to pay affordable
housi ng costs on a pay-as-you-go basis, or both.

(9) The definitions in section 2 of this act apply to this section
unl ess the context clearly requires otherw se.

NEW SECTION. Sec. 8. The departnment and the departnent of revenue
shall periodically report on the inplenentation of the housing everyone
financing tool program to the governor and the legislature as the
departnment and the departnent of revenue deens appropriate and
recommend such anmendnents, changes in, and nodifications of this act as
seem proper.

NEW SECTION. Sec. 9. The departnment and the departnent of revenue
may adopt rul es under chapter 34.05 RCWthey consider necessary for the
adm nistration of this chapter.

NEW SECTION. Sec. 10. 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. 11. Sections 1 through 6, 8 through 10, and 12
of this act are each added to Title 43 RCW and codified with the
chapter headi ng "housi ng everyone financing tool program”
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NEW SECTI ON. Sec. 12. This chapter may be known and cited as the
"housi ng everyone financing tool act."

~-- END ---
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