HOUSE BILL REPORT
HB 1710

As Reported by House Committee On:
Finance

Title: An act relating to the local sales and use tax that is credited against the state sales and use
tax for cities to offset municipal service costs to newly annexed areas.

Brief Description: Concerning the local sales and use tax that is credited against the state sales
and use tax for cities to offset municipal service costs to newly annexed areas.

Sponsors: Representatives Cody, Nelson and Simpson.
Brief History:

Committee Activity:
Finance: 2/19/09, 3/2/09 [DP].

Brief Summary of Bill

* Allows the City of Seattle to impose the annexation sales and use tax up to a
maximum of $5 million per year.

* Extends the date to January 1, 2015, for when a city must commence an
annexation in order to impose the annexation sales and use tax.

HOUSE COMMITTEE ON FINANCE

Majority Report: Do pass. Signed by 6 members: Representatives Hunter, Chair;
Hasegawa, Vice Chair; Conway, Ericks, Santos and Springer.

Minority Report: Do not pass. Signed by 3 members: Representatives Orcutt, Ranking
Minority Member; Parker, Assistant Ranking Minority Member; Condotta.

Staff: Jeffrey Mitchell (786-7139)
Background:
Under the state's Growth Management Act, counties establish urban growth areas (UGAs) in

collaboration with cities. Within a UGA, counties are the providers of regional services and
cities are the providers of local services until the UGA becomes part of an existing city either

This analysis was prepared by non-partisan legislative staff for the use of legislative
members in their deliberations. This analysis is not a part of the legislation nor does it
constitute a statement of legislative intent.
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through annexation or incorporation. In 2004 the Legislature directed the Department of
Community, Trade and Economic Development (DCTED) to study the progress of
annexation and incorporation in six urban counties, and to identify both the barriers and
incentives to fully achieving annexation or incorporation of the UGAs in these counties.
Lack of funding for municipal services during the transition period following annexation was
one of the barriers identified by cities.

In 2006 legislation was enacted allowing a city to impose a sales and use tax to provide,
maintain, and operate municipal services within a newly annexed area. The tax is a credit
against the state sales tax, so it is not an additional tax to a consumer.

There are several requirements that have to be met before a city may impose the tax. The
city must:
* have a population less than 400,000;
* be located in a county with a population greater than 600,000;
* annex an area consistent with its comprehensive plan;
* commence annexation of an area having a population of at least 10,000 prior to
January 1, 2010; and
* adopt a resolution or ordinance stating that the projected cost to provide municipal
services to the annexation area exceeds the projected general revenue the city would
otherwise receive from the annexed area on an annual basis.

The tax rate is 0.1 percent for each annexation area with a population between 10,000 and
20,000 and 0.2 percent for an annexation area over 20,000. The maximum cumulative tax
rate a city can impose is 0.2 percent. The tax must be imposed at the beginning of a fiscal
year and must continue for no more than 10 years from the date it is first imposed.

All revenue from the tax must be used to provide, maintain, and operate municipal services
for the annexation area. Sales and use tax revenue may not exceed the difference of the
amount the city deems necessary to provide services for the annexation area and the general
revenue received from the annexation. If the revenues do exceed the amount needed to
provide the services, the tax must be suspended for the remainder of the fiscal year.

Prior to March 1 of each year, the city must notify the CTED of the maximum amount of
distributions it is allowed to receive for the upcoming fiscal year.

On December 4, 2008, the cities of Burien and Seattle reached agreement regarding the
annexation of an unincorporated area located between the two cities. This area is referred to
as the North Highline area. The population within this area is approximately 33,000. The
City of Seattle will annex a portion of the area with a population around 20,000. The City of
Burien will annex the remainder of the North Highline area.

Summary of Bill:

The date that an annexation must commence in order to impose the annexation sales and use
tax is extended by five years to January 1, 2015.
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Beginning July 1, 2011, the City of Seattle is allowed to impose the annexation sales and use
tax at a rate of 0.85 percent; however, the total amount of revenue Seattle can receive from
the tax is limited to $5 million per fiscal year. Also, the annexation area must have a
population of at least 18,000, and Seattle must have designated the area as a potential
annexation area as part of its comprehensive plan adoption process.

Appropriation: None.
Fiscal Note: Available.

Effective Date: The bill takes effect 90 days after adjournment of the session in which the
bill is passed.

Staff Summary of Public Testimony:

(In support) The jurisdictions involved with the annexation of the North Highline area came
together to work on this legislation. This bill helps give residents a solid proposal to consider
at the ballot box. The cities of Burien and Seattle, King County, and two fire districts
negotiated over a six month period regarding the potential annexation of the North Highline
area. This bill provides parity for the City of Burien with respect to accessing money. The
City of Burien has already filed an intent to annex with the boundary review board. Fire
service will remain the same for the next three years. It is a good policy to encourage the
annexation of highly populated unincorporated areas. Half of the urban growth area in Clark
County is unincorporated. Extending this bill to Clark County would trigger at least one
large annexation in the county. Many residents of White Center would prefer to be annexed
by Seattle and this bill will make it feasible for Seattle to do so. Residents need to have the
option of being annexed by Seattle.

(Opposed) None.

Persons Testifying: Jean Carmona, Aaliah Carmona, and Carol Moore, North Highline
Citizens; Karen Freeman, King County; Kenny Pittman, City of Seattle; Mike Martin, City of
Burien; Mark Brown, City of Vancouver; Mark Ufkes, White Center Homeowner

Association; and Stephanie Dotson, North Highline Citizen.

Persons Signed In To Testify But Not Testifying: Vicki Hanson, North Highline Citizen.
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