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L ocal Government Committee
HB 2354

Brief Description: Creating an option for impacted taxing districts to provide a portion of their
new revenue to support any tax increment area proposed within their jurisdiction.

Sponsors: Representatives Street, Orcutt, Bronoske, Robertson, Chambers, Callan, Bateman,
Doglio and Reed.

Brief Summary of Bill

* Requiresthe project analysis conducted by alocal government prior to
establishing atax increment area to assess impacts on local emergency
medical services.

» Removes the requirement that local governments negotiate a mitigation
plan with fire service entities when specified conditions are met.

* Requires agoverning body of ataxing district within atax increment
areato approve the taxing district's participation in a proposed project by
majority vote.

* Providesthat atax increment area expires prior to the sunset date if tax

alocations are no longer necessary or obligated to pay any bonded
indebtedness to fund public improvement costs.

Hearing Date: 1/24/24
Staff: Elizabeth Allison (786-7129).

Background:

Property Tax.
All real and personal property is subject to atax each year based on the highest and best use,

This analysis was prepared by non-partisan legislative staff for the use of legidative
membersin their deliberations. Thisanalysisis not part of the legislation nor does it
constitute a statement of legidative intent.
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unless a specific exemption is provided by law. The annual growth of all regular property tax
levy revenueis limited by the levy growth limit as follows:
* For jurisdictions with a population of less than 10,000, revenue growth is limited to 1
percent.
* For jurisdictions with a population of 10,000 or more, revenue growth is limited to the
lesser of inflation or 1 percent.

In addition to the revenue growth limit, levy capacity may increase by additional amounts equal
to the increase in assessed value in ataxing district resulting from:

* new construction;

* construction of wind turbine, solar, biomass, and geothermal facilities,

* improvement to property;

* increased value of state-assessed property; and

* increased value within alocal tax increment financing area.

Tax Increment Financing.

Tax increment financing (TIF) isafinancing tool that local governments can use to fund public
infrastructure in targeted areas. A local government may designate an increment area within the
local government, provided that the following requirements are met:

» Thelocal government must adopt an ordinance designating an increment area within its
boundaries and describe the proposed public improvements.

» Theincrement area may not cover the entirety of the local government's boundaries.

» Theincrement area may not have an assessed valuation of more than $200 million or more
than 20 percent of the sponsoring jurisdiction’s total assessed value, whichever isless.

» Thelocal government may only create two increment areas at a time and the areas cannot
overlap.

» Theincrement area must sunset 25 years after the first-year tax alocation revenues are
collected from the increment area.

» Thelocal government must indicate whether it intends to issue bonds or obligations from
tax allocation revenues and must estimate the maximum amount of obligations
contemplated.

» Theincrement area must take effect on June 1st following the adoption of the ordinance
establishing the increment area.

» The sponsoring jurisdiction may not add additional public improvements or change the
boundaries of the increment area.

» The ordinance must impose a deadline by which construction of the public improvements
must begin.

» Thelocal government must make afinding that:

* the proposed public improvements are expected to encourage private devel opment
and increase the assessed value of real property within the increment area;

* the private development that is anticipated to occur within the increment areawill be
consistent with zoning and development standards;

* the private development would not reasonably be expected to occur solely through
private investment within the foreseeabl e future without the proposed public
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improvements, and

* theincreased assessed value within the increment area that would be expected to
occur without the public improvements would be less than the increase in assessed
value estimated to result from the proposed development with the proposed public
improvements.

In considering whether to designate an increment area, the local government must prepare a
project analysis that includes specified requirements. Examples include a statement of the local
government's objectives; the duration of the increment area; an estimate of the job creation
reasonably expected to result from the public improvements and private developments; and an
assessment of impacts on affordable and low income housing, the local business community, the
local school districts, and the local fire service.

The local government must negotiate a mitigation plan with a fire protection district or regional
fire protection service authority if a project analysis indicates that an increment area will impact
at least 20 percent of the assessed value in afire protection district or regional fire protection
service authority, or the fire service agency's annual report demonstrates an increase in the level
of servicein an increment area.

Tax allocation revenues within the increment area must cease when the taxing district certifiesto
the county assessor in writing that tax allocation revenues are no longer necessary or obligated to
pay public improvement costs.

Summary of Bill:

The project analysis must include an assessment of impacts on local emergency medical services,
in addition to local fire services.

The requirement for local governments to negotiate mitigation agreements with fire protection
districts and regional fire protection service authoritiesis removed.

A governing body of any taxing district within the increment area must approve by majority vote
the taxing district's partial or full participation in the tax increment project. If the governing
body does not approve, the taxing district's property taxes are not subject to the apportionment.
An increment area must expire prior to the sunset date if tax allocation revenues are no longer
necessary or obligated to pay any bonded indebtedness issued solely to fund public improvement
costs.

Appropriation: None.

Fiscal Note: Available.

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