SENATE BILL REPORT
EHB 1663

As Passed Senate - Amended, April 11, 2023

Title: An act relating to allowing port districts that have been functionally consolidated to adopt
aunified levy.

Brief Description: Allowing functionally consolidated port districts to adopt a unified levy.
Sponsors. Representatives Goehner and Steele.

Brief History: Passed House: 3/6/23, 95-0.

Committee Activity: Local Government, Land Use & Tribal Affairs: 3/21/23, 3/23/23
[DP-WM].
Ways & Means: 3/31/23, 4/04/23 [DP)].

Floor Activity: Passed Senate - Amended: 4/11/23, 49-0.

Brief Summary of Bill
(As Amended by Senate)

» Allows two or more port districts that jointly operate under a mutual
agreement to conduct a joint property tax levy under certain
circumstances and provides conditions for the conduct of the joint levy.

» Provides for the division of the assets and liabilities of jointly operating
port districts that cease to operate together, and for the conduct of an

initial individual port district property tax levy occurring after the
cessation of ajoint levy.

SENATE COMMITTEE ON LOCAL GOVERNMENT, LAND USE & TRIBAL
AFFAIRS

Majority Report: Do pass and be referred to Committee on Ways & Means.
Signed by Senators Lovelett, Chair; Salomon, Vice Chair; Torres, Ranking Member;
Kauffman and Short.

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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Staff: Karen Epps (786-7424)

SENATE COMMITTEE ON WAYS & MEANS

Majority Report: Do pass.

Signed by Senators Rolfes, Chair; Robinson, Vice Chair, Operating & Revenue,
Mullet, Vice Chair, Capital; Wilson, L., Ranking Member, Operating; Gildon, Assistant
Ranking Member, Operating; Schoesler, Ranking Member, Capital; Rivers, Assistant
Ranking Member, Capital; Warnick, Assistant Ranking Member, Capital; Billig, Boehnke,
Braun, Conway, Dhingra, Hasegawa, Hunt, Keiser, Muzzall, Nguyen, Pedersen, Saldafia,
Torres, Van De Wege, Wagoner and Wellman.

Staff: Jeffrey Mitchell (786-7438)

Background: Port Districts. Port districts are special purpose districts authorized to
acquire, construct, maintain, operate, develop, and regulate the following: harbor
improvements, rail, motor vehicle, water, and air transfer and terminal facilities, or any
combination of these facilities.

Among the general powers granted to ports are the power to acquire land, property, leases,
and easements; condemn property and exercise the power of eminent domain; develop lands
for industrial and commercial purposes; impose taxes, rates, and charges; sell or otherwise
convey rights to property; and construct and maintain specified types of park and recreation
facilities.

A port district can be formed if at least 10 percent of the registered voters within a county
petition for the formation of the district, and the district's formation is approved by voters at
an election. Port districts may take up an entire single county or may be less than
countywide. A port district is governed by a board of commissioners elected to staggered
six or four-year terms of office. The port commissioners have the authority to hire
employees and set wages, salaries, and benefits.

Port District Revenue. Port districts can charge service fees for the use of their facilities
and can also raise revenue through property tax levies. A property tax is atax levied on all
real and personal property based on the value of the property, unless the property is subject
to an exemption. The Washington Constitution limits regular property tax levies to a
maximum of 1 percent of the property's value. Excess levies are not subject to this
constitutional limit and require voter approval. There are statutory rate maximums for
individual taxing districts and aggregate rate maximums to keep the total tax rate of regular
property taxes within the constitutional limit. All regular levies, except the state levies, are
subject to a statutory revenue growth limit. If the taxing authority has a population of
10,000 or more, the revenue growth limit is the lesser of inflation or 1 percent plus the
valuation of new construction. If the taxing authority has a population of less than 10,000,
the revenue growth limit is 1 percent plus the value of new construction.
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To adopt an increase to a property tax levy within the statutory limits, the governing body
of the taxing district must adopt an ordinance or resolution authorizing the increase. A
taxing district may increase its levy by more than the statutory limit, up to its statutory
maximum tax rate, with voter approval.

A port district can impose aregular annual levy up to 45 cents per $1,000 of assessed value
of the taxable property within the district for general port purposes. A levy for the payment
of principal and interest on the general bonded indebtedness of the port district may be
made in addition to the regular annual levy rate. An additional levy, with voter approval,
can be imposed for dredging, canal construction, and land leveling or filling at a rate up to
45 cents per $1,000 of assessed value. If a port has created an industrial development
district within the port, it may also impose a levy for six years up to the same 45 cents per
$1,000 of assessed value to be used for harbor improvements and industrial development.

Thislevy can be reimposed for a subsequent six years with voter approval, and port districts
in counties bordering the Pacific Ocean can reimpose the levy for a third and final six-year
period with voter approval.

Port District Joint Operations. The Interlocal Cooperation Act (ICA) allows public agencies
to enter into agreements with one another for joint or cooperative action. Any power,
privilege, or authority held by a public agency may be exercised jointly with one or more
other public agencies having the same power, privilege, or authority. Port districts may
jointly exercise powers with any other port district to jointly acquire lands, property,
property rights, leases, or easements necessary for port district purposes.

Port District Consolidation. In addition to operating jointly, port districts can consolidate.

The commissioners of the districts to be consolidated can agree to present a joint
consolidation resolution to the voters for approval or at least 10 percent of the votersin each
district can petition for consolidation. The petition or resolution must include certain
information, such as the assets and liabilities of the districts, the proposed number of
commissioners, and the proposed name of the consolidated district. If a maority of voters
in both districts approve consolidation, then the districts are consolidated. The consolidated
district has al the powers that each of the districts possessed, including the power to levy
and collect taxes.

If the consolidated port district includes areas from two or more counties, then the principal
county auditor and county treasurer of the district are from the county that has the largest
assessed taxable property valuation. When levying taxes within the consolidated district,
the ratio of tax imposed within each county must be the same as the ratio of the value of the
property in each county.

When two taxing districts consolidate, the first property tax levy for the consolidated taxing

district must be set so the taxes do not exceed the statutory limit on property tax increases
based on the sum of the taxes levied across the taxing districts that consolidated in the
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highest of the three most recent yearsin which such taxes were levied.

Summary of Amended Bill: Two or more port districts that are jointly operating under a
mutual agreement may jointly levy and collect the regular port district property tax levy if:

» the port districts are adjacent, and the districts boundaries are coextensive with
county boundaries;

 the commissioners of each port district have voted by at least a two-thirds majority to
conduct a joint levy by July 1st for collection in the following year and for
subsequent years, until such time as the commissioners vote to discontinue the levy;

* thejoint property tax levy is approved at a special election by a majority of the total
votes cast among all of the participating port districts, with the election in each port
district being held on the same day; and

* therate of thelevy isthe samein both port districts.

Two or more port districts conducting a joint levy are considered a taxing district for the
purposes of property taxation, and the commissioners of the port districts are considered the
governing body. Once the initia joint property tax levy has been approved by voters, a
joint levy occurring in subsequent consecutive years does not require voter approval.

The initial levy for two or more port districts conducting a joint levy must be set as if the
port districts had consolidated. Subsequent joint levies are subject to the statutory 1 percent
increase limit. Any increase in the initial levy must be approved by at least two-thirds of
the commissioners of each of the port districts participating in the joint levy. An increase
above this limit may be authorized if a majority of voters in each of the port districts
approve the increase.

The separate obligations of each of the participating port districts are not affected by the
conduct of the joint levy, and remain the responsibility of the individual port district. While
there are any outstanding obligations, the funds subject to those obligations must be kept
separate.

Port districts conducting a joint regular property tax levy may not independently approve a
regular property tax levy, except that the levy must continue to be made to the extent
needed to pay principal and interest costs on general bonded indebtedness.

If port districts were operating jointly under a mutual agreement, any debts and assets must
be divided between the districts as provided for in the agreement. If no provision was made
in the agreement, then the debts and assets must be divided in the same proportion as the
property tax assessments were divided among the districts. The first property tax levy
conducted by a port district after a joint levy ceases must be set so that the levy does not
exceed the district's proportiona share of the last joint levy, plus additional increases that
are allowed outside of the statutory limitation.

Appropriation: None.
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Fiscal Note: Available.
Creates Committee/Commission/Task Forcethat includes L egislative members: No.
Effective Date: Ninety days after adjournment of session in which bill is passed.

Staff Summary of Public Testimony (L ocal Government, Land Use & Tribal Affairs):
PRO: Thisbill allows port district that are operating jointly to combine the taxing authority
of each county, equalize it over the tax base of both counties, while maintaining equal
representation in decision-making. The ports of Chelan and Douglas counties have operated
under a mutual agreement for years and currently operate as the Chelan-Douglas Regional
Port Authority. This bill will equalize the tax responsibility across both port districts if the
voters in both port districts agree to be assessed in this way. This bill will allow for a
unified rate so that everyone pays the same if the voters vote for a uniform tax levy to do
economic development. The regional port in Chelan and Douglas counties has been
working on economic development projects for the region and the goal is to provide these
services under equal tax levy.

Persons Testifying (Local Government, Land Use & Tribal Affairs): PRO:
Representative Keith Goehner, Prime Sponsor; Alan Loebsack, Chelan Douglas Regional
Port Authority; Jim Kuntz, Chelan Douglas Regional Port Authority.

Persons Signed In To Testify But Not Testifying (Local Government, Land Use &
Tribal Affairs): No one.

Staff Summary of Public Testimony (Ways & Means): PRO: Several years ago two port
districts functionally consolidated. It is a lot more efficient way to operate; however, each
county is paying a little bit different amount into the overall pot of money. This bill will
allow for a unified levy in Chelan and Douglas counties. The unified levy will be way
below the maximum rate of 45 cents per thousand and the voters will ultimately decide.
This bill will support our economic development efforts. This bill will strength the regional
ports efforts. The labor community has already benefitted from the functional
consolidation of the ports.

CON: Only theinitial part of the levy has to be approved by the voters. In subsequent years
there is no voter approval. Once again, the voters are being cut out. The voters want to
participate on matters that affect their money. Being cut out of the process makes voters

angry.

Persons Testifying (Ways & Means): PRO: Jim Kuntz, Chelan Douglas Regional Port
Authority; Matthew Hepner, IBEW/ceww.

CON: Tim Eyman, Concerned citizen.
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Persons Signed In To Testify But Not Testifying (Ways & Means): No one.
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