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ENGROSSED SUBSTI TUTE SENATE BI LL 5321

AS AMENDED BY THE HOUSE
Passed Legislature - 2009 Regul ar Session
State of WAshi ngton 61lst Legislature 2009 Regul ar Session

By Senate Ways & Means (originally sponsored by Senators Prentice,
Kline, Pflug, Berkey, Shin, Hobbs, MAuliffe, Tom Keiser, Jarrett,
and Kauf f man)

READ FI RST TI ME 03/ 02/ 09.

AN ACT Relating to extending a local sales and use tax that is
credited against the state sales and use tax; and anending RCW
82.14. 415 and 9. 46. 295.

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

Sec. 1. RCW82.14.415 and 2006 ¢ 361 s 1 are each anended to read
as follows:

(1) The legislative authority of any city ((with—-a—pepulatientess
than—four—hundredthousandand—whieh)) that is located in a county with
a popul ation greater than six hundred thousand that annexes an area
consistent with its conprehensive plan required by chapter 36. 70A RCW
may i npose a sales and use tax in accordance with the terns of this
chapter. 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 within the city. The tax may only be inposed by a city if:

(a) The city has comenced annexation of an area ((urder—chapter
35-313—e+—35A24—-RCW ) having a population of at |east ten thousand
people, or four thousand in_the case_ of a_city described under
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subsection_ (3)(a)(i)_ of this_section, prior to January 1, ((2648))
2015; and

(b) The city legislative authority determ nes by resolution or
ordi nance that the projected cost to provide nmunicipal services to the
annexation area exceeds the projected general revenue that the city
woul d ot herwi se receive fromthe annexati on area on an annual basis.

(2) The tax authorized under this section is a credit against the
state tax under chapter 82.08 or 82.12 RCW The departnent of revenue
shall performthe collection of such taxes on behalf of the city at no
cost tothe city and shall remt the tax tothe city as provided in RCW
82.14. 060.

(3)(a) Except as provided in (b) of this subsection, the maxi nmum
rate of tax any city may inpose under this section ((shatH—be—062
percent for the total nunber of annexed areas the city nmay annex. The
rate—ofb—the taxtnposedunderthis—seection) ) 1 s

(i) 0.1 percent for each annexed area in_which_ the popul ation
((that)) is greater than ten thousand and | ess than twenty thousand.
({ Fhe—rate—ofl—thetax—+mposed—under—this-—section—shat—he)) The ten
t housand_population_threshold_in_this_ subsection_ (3)(a)(i)_1is_four
thousand_for_ a_city with a_ population_ between_one_ hundred_ fifteen
t housand and one hundred forty thousand and |ocated within a county
with a popul ation over one mllion five hundred thousand; and

(ii) 0.2 percent for an annexed area in which the population is
greater than twenty thousand.

(b) Beginning July 1, 2011, the maximumrate of tax inposed under
this section is 0.85 percent for an_ annexed area_in_which_ the
popul ation is greater than eighteen_thousand if the annexed area was,
prior to_ Novenber 1, 2008, officially designated_ as_a_potential
annexation area by nore than one city, one of which has a population
greater than four hundred thousand.

(4) (@) Except as provided in (b) of this subsection, the maxi num
cunul ative rate of tax a city nmay inpose under subsection (3)(a) of
this section is 0.2 percent for the total nunber of annexed areas the
city may annex.

(b) The maxinmum cunulative rate of tax_ a city may_ inpose_under
subsection (3)(a) of this section is 0.3 percent, beginning July 1,
2011, if the city commenced annexation of an area, prior to January 1,

ESSB 5321. SL p. 2
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2010, that would have otherwi se allowed the city to increase the rate
of tax inposed under this section absent the rate lim¢t inposed in (a)
of this subsection.

(c) The maxinmum cunulative rate of tax_a city may_ inpose_under
subsection_(3)(b) of this section_is_0.85 percent_ for_ the_single
annexed area the city may annex and the anount of tax distributed to a
city under subsection_(3)(b) of this_ section_shall not exceed five
mllion dollars per fiscal year.

(5) The tax inposed by this section shall only be inposed at the
beginning of a fiscal year and shall continue for no nore than ten
years from the date that each increnent of the tax is first inposed.
Tax rate increases due to additional annexed areas shall be effective
on July 1st of the fiscal year following the fiscal year in which the
annexation occurred, provided that notice is given to the departnent as
set forth in subsection ((£8))) (9) of this section.

((65))) (B6) Al revenue collected under this section shall be used
solely to provide, maintain, and operate nunicipal services for the
annexation area.

((66))) (7) The revenues from the tax authorized in this section
may not exceed that which the city deens necessary to generate revenue
equal to the difference between the city's cost to provide, maintain,
and operate nunicipal services for the annexation area and the general
revenues that the cities would otherw se expect to receive from the
annexation during a year. |If the revenues fromthe tax authorized in
this section and the revenues fromthe annexation area exceed the costs
to the city to provide, maintain, and operate municipal services for
the annexation area during a given year, the city shall notify the
departnment and the tax distributions authorized in this section shal
be suspended for the remai nder of the year.

((6H)) (8) No tax may be i nposed under this section before July 1,
2007. Before inposing a tax under this section, the |egislative
authority of a city shall adopt an ordinance that includes the
fol |l ow ng:

(a) A _certification that the anpunt needed to_ provide nunicipa
services to the annexed area reflects the city's true and actual costs;

(b) The rate of tax under this section that shall be inposed within
the city; and

p. 3 ESSB 5321. SL
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(()y)) (c) The threshold anount for the first fiscal year
foll owi ng the annexati on and passage of the ordi nance.

((8))) (9) The tax shall cease to be distributed to the city for
the remainder of the fiscal year once the threshold anmpbunt has been
reached. No |later than March 1st of each year, the city shall provide
the departnent with a certification of the city's true and actual costs
to provide nunicipal services to the annexed area, a new threshold
anount for the next fiscal year, and notice of any applicable tax rate
changes. Distributions of tax under this section shall begin again on
July 1st of the next fiscal year and continue until the new threshold
anount has been reached or June 30t h, whichever is sooner. Any revenue
generated by the tax in excess of the threshold anount shall belong to
the state of Washington. Any anmpount resulting from the threshold
anount |l ess the total fiscal year distributions, as of June 30th, shal
not be carried forward to the next fiscal year.

(10) The tax shall cease to be distributed to a city inposing the
tax under subsection (3)(b) of this section for the renmainder of the
fiscal year, if the total distributions to the city inposing the tax
exceed five mllion dollars for the fiscal year

((69Y)) (1) The followng definitions apply throughout this
section unless the context clearly requires otherw se:

(a) "Annexation area" neans an area that has been annexed to a city
under chapter 35.13 or 35A 14 RCW "Annexation area" includes all
territory described inthe city resolution.

(b) "Comenced_annexation" neans_the_ initiation_of annexation
proceedi ngs has taken place under the direct petition nmethod or the
el ection nethod under chapter 35.13 or 35A.14 RCW

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

((€e))) (d) "Municipal services" neans those services customarily
provided to the public by city governnent.

((€))) (e) "Fiscal year" means the year beginning July 1st and
endi ng the foll ow ng June 30t h.

(f) "Potential annexation area" neans one or nore geographic areas
that a city has officially designated for potential future annexation,
as_part_of its conprehensive plan_adoption_ process_under the state
growt h managenent act, chapter 36. 70A RCW

((€e))) (9) "Threshold anpbunt” neans the maxi num anmount of tax
distributions as determned by the city in accordance with subsection
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((66))) (7) of this section that the departnent shall distribute to the
city generated from the tax inposed under this section in a fisca
year.

Sec. 2. RCWO9.46.295 and 1974 ex.s. ¢ 155 s 6 are each anended to
read as foll ows:

(1) Any license to engage in any of the ganbling activities
aut hori zed by this chapter as now exists or as hereafter anended, and
i ssued under the authority thereof shall be |egal authority to engage
in the ganbling activities for which issued throughout the incorporated
and unincorporated area of any county, except that a city |ocated
therein with respect to that city, or a county with respect to all
areas within that county except for such cities, my absolutely
prohibit, but may not change the scope of |icense, any or all of the
ganbling activities for which the |icense was issued.

(2) Acity or towmm with _a prohibition on house-banked social card
gane |icenses _that annexes an area that is within a city, town, or
county that permts house-banked social card ganes may allow a house-
banked social card gane business that was licensed by the conmm ssion as
of the effective date of this act to continue operating if the city or
towmn_is_authorized to_inpose a_ tax_under RCW 82.14.415 and_can
denonstrate that the continuation of the house-banked social card gane
business will reduce the credit against the state sales and use tax as
provided in RCW 82.14.415(7). A city or town that allows a_ house-
banked social card gane business in_ an_annexed area to_ continue
operating is not required to allow additional house-banked social card

gane busi nesses.

Passed by the Senate April 25, 2009.

Passed by the House April 23, 20009.

Approved by the Governor May 19, 2009.

Filed in Ofice of Secretary of State May 20, 20009.
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