FINAL BILL REPORT
HB 1575

C179L 23
Synopsis as Enacted

Brief Description: Modifying the sales and use tax for cultural access programs by allowing the
tax to be imposed by a councilmanic or commission authority and defining timelines and
priorities for action.

Sponsors. Representatives Reed, Berry, Berg, Taylor, Farivar, Stonier, Peterson, Senn, Doglio,
Cortes, Ryu, Fosse, Springer, Bateman, Goodman, Ramel, Bergquist and Pollet.

House Committee on L ocal Gover nment

House Committee on Finance

Senate Committee on Local Government, Land Use & Tribal Affairs
Senate Committee on Ways & Means

Background:

Cultural Access Program Formation and Governance.

Cultural access programs may provide funding for cultural activities for students and to
cultural organizations. The legidative authority of a county may, by ordinance, create a
cultural access program. Contiguous groups of counties can create a multicounty program
by entering into an interlocal agreement. A county may relinquish itsright to create a
cultural access program. If it does so, or if it did not attempt to create a cultural access
program before June 30, 2017, then a city within the county may create a cultural access
program. A city that establishes a program has the same authority, and is subject to all of
the same conditions, as a county that establishes a program.

A county may establish an advisory council for the cultural access program that includes
citizen representatives of constituencies and organizations with interests relevant to the
program. A county with fewer than 1.5 million people may contract with the Washington
State Arts Commission for the management of the program. The county must designate
either a nonprofit organization that does not qualify as a cultural organization or a state
agency to evaluate cultural organizations and to distribute funding to select cultural
organizations. Any county may consolidate the administration of a cultural access program
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with the administration of the state agency or nonprofit entity that the county designates to
distribute funding.

A county can advance funding to a cultural access program for its administrative costs,
including the cost of informing the public about the formation of the program and the public
benefits of the program. However, information cannot be distributed to the public for the
purpose of influencing an election where voters will determine whether to approve atax
funding the cultural access program. A county may require the repayment of the funds it
advanced to the cultural access program if atax for the program is approved. A county
cannot diminish or replace the funding that it customarily providesto cultural organizations
because of the creation and funding of a cultural access program.

Cultural Access Programs and Cultural Organizations.

Cultural access programs must provide funding to schools for increased access to cultural
activities and programming for students, and can provide funding to cultural organizations.
Cultural organizations may be selected to receive annual funds if they meet eligibility
criteria produced by the county. The nonprofit organization or state agency designated by
the county handles the distribution of funding, and funds may be allocated to support the
selected organization's or agency's administrative costs. The county may identify cultural
organizations to receive funding, or it can delegate the selection to the nonprofit or state
agency that is distributing funds. The county must provide guidelines for the distribution of
funding, including the criteriafor awarding any funding to cultural organizations not
designated by the county. A competitive process may be used for awarding the funds. In
considering arequest for funding, the nonprofit or state agency must consider the public
benefits that will be realized from a proposed project, and, if a project is approved for
funding, a cultural organization must report to the nonprofit or state agency on any public
benefits that were realized.

Cultural organizations may use the funds provided to support cultural and educational
programs and activities, public benefits and communications, basic operations, capital
expenditures or acquisitions, and technology, equipment, and supplies related to a project
that is eligible for funding. Funding for start-up expenses may also be provided if allowed
under a county's cultural access program.

A cultural organization is a nonprofit organization, primarily based in Washington, that has
aprimary purpose of advancing or preserving science or technology, the visual or
performing arts, zoology, botany, anthropology, heritage, or natural history. The
organization must provide programming or experiences to the general public aswell as
discernable public benefits. Each cultural access program must identify arange of public
benefits that cultural organizations can provide to satisfy these requirements.

Each cultural access program must adopt guidelines to establish a standard of continuous

performance for the provision of public benefits to ensure that a cultural organization
continues to maintain its eligibility for funding, with procedures for notifying the cultural
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organization if it isat risk of losing its funding. Agencies of the state or its political
subdivisions; any organization that raises funds for multiple cultural organizations; aradio
station, television station, newspaper, or magazine; or an internet communication venture
cannot qualify as acultural organization. A cultural organization that operatesin afacility
owned by the state, a state agency, or an educational institution can qualify as a cultural
organization.

Cultural Access Program Funding.

There are two tax options available for funding cultural access programs. a sales and use
tax, and a property tax. A county can only utilize one of the options at atime, and a county
with more than 1.5 million people cannot impose the property tax. The imposition of either
tax requires voter approval.

A salestax isatax applied to the sale, rental, repair, or installation of personal property
purchased for the buyer's own use. It is apercentage tax based on the value of theitems. A
use tax is similar, except that it applies to the use of goods within the state when a sales tax
for them has not been paid. For example, a sales tax would be imposed on the sale of a car
inside Washington, while a use tax would be imposed on a car purchased outside of
Washington when it is registered in Washington if no salestax, or alower salestax rate than
Washington's, was paid at the time of purchase.

With voter approval, a county can impose a sales and use tax of up to 0.1 percent of the
selling price. The revenue from this tax must be used to fund cultural access programs.
Voters may approve the imposition of the tax for up to seven years before voter approval for
thetax isagain required. The sales and use tax isin addition to any other tax imposed on
the sale or use of the property.

A property tax isatax levied on al real and personal property based on the value of the
property, unless the property is subject to an exemption. There are two significant
limitations on property tax in Washington. Thefirst isaconstitutional limitation. Article
VI, section 2 of the state Constitution limits the amount of annual tax that may be levied
from all sources upon property to 1 percent of the total value of that property, unless voters
approve atemporary increase of thislimit. Thislimitation means that, without specific
authorization from voters, the maximum tax that can be imposed per $1,000 of valueis
$10. The other limit is statutory. Generally, the amount of property tax levied by ataxing
district cannot be increased by more than 1 percent of the amount that was levied the prior
year. In other words, the maximum that can be levied is 101 percent of the prior year's
amount. There are additional limits on the aggregate amount of property tax that taxing
districts can impose.

With voter approval, a county can impose a property tax levy with the amount of the levy
equivalent to 0.1 percent of the sales and use tax collected by the county in the most recent
calendar year. Thisamount must be recalculated annually. The revenue from the tax must
be used to fund cultural access programs. V oters can authorize the imposition of thistax for
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up to seven years before voter approval of the tax is again required. If the constitutional
property tax limitation is exceeded, then the tax levy for cultural access programs may be
reduced or eliminated. The statutory limitation on property tax increases does not apply to
thefirst levy imposed, or to the first levy reimposed, and the levy is not subject to the
additional aggregate levy limitations.

Summary:

As an aternative to having the imposition of the 0.1 percent cultural access program sales
and use tax approved by voters, a county may legidatively impose the tax. The ordinance
imposing the tax can have it apply for up to seven years. The tax may be reimposed by the
county legislative authority for subsequent periods of up to seven years.

If a county has not imposed the cultural access program sales and use tax by December 31,
2024, it may be imposed by a city within the county through the same mechanisms as it
could be imposed by the county. A county and a city within the county cannot concurrently
impose the cultural access program sales and use tax after July 23, 2023.

Votes on Final Passage:

House 51 47
Senate 27 22

Effective: July 23, 2023
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