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S-0489. 2

SENATE BI LL 5622

State of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on
By Senator Gardner

Read first time 01/29/1999. Referred to Committee on State & Loca
Gover nnent .

AN ACT Relating to sales and use tax equalization paynents for
proposed incorporations; anending RCW 35.02.015, 35.02.017, and
82.14.210; and creating a new section.

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

NEWSECTION. Sec. 1. It isnot intheinterest of the citizens of
the state of Washington or the residents of a proposed incorporation
area if cities that are not self-supporting are created. The citizens
of the state nust subsidize the operation of the proposed city through
sal es tax equalization assistance. Furthernore, residents of the area
where such an incorporation is proposed may not receive the range of
services or the levels of service normally associated with cities.

Sec. 2. RCW35.02.015 and 1994 ¢ 216 s 1 are each anended to read
as follows:

Any person proposing the incorporation of acity or town shall file
a notice of the proposed incorporation with the county | egislative
authority of the county in which all or the major portion of the
proposed city or town is | ocated. The notice shall include the matters
required to be included in the incorporation petition under RCW
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35.02. 030 and be acconpani ed by both a one hundred dollar filing fee
and an affidavit fromthe person stating that he or she is a registered
voter residing in the proposed city or towmn. The county legislative
authority shall imediately forward a copy of the proposed
incorporation notice to the state departnment of revenue for the
determ nation required in RCW82. 14. 210.

The county legislative authority shall also pronptly notify the
boundary revi ew board of the proposed incorporation, which shall hold
a public neeting on the proposed incorporation within ((t+h+ty)) sixty
days of the notice being filed where persons favoring and opposing the
proposed incorporation nmay state their views. | f a boundary review
board does not exist in the county, the county |legislative authority
shal | provide the public neeting. The public neeting shall be held at
a location in or near the proposed city or town. Notice of the public
nmeeti ng shall be published in a newspaper of general circulationin the
area proposed to be incorporated at |east once ten days prior to the
publ i c neeti ng.

Sec. 3. RCW35.02.017 and 1994 ¢ 216 s 2 are each anended to read
as follows:

Wthin one working day after the public neeting under RCW
35.02.015, the county auditor shall provide an identification nunber
for the incorporation effort to the person who made the notice of
proposing the incorporation only if the departnent of revenue has
determ ned that the proposed city will not qualify for sales and use
tax equalization paynents in RCW 82.14.210(8). The identification
nunber shall be included on the petition proposing the incorporation.
A petition may not proceed without this nunber.

The petition proposing the incorporation may retain the proposed
boundaries and other matters as described in the notice, or may alter
t he proposed boundaries and other matters.

Sec. 4. RCWB82.14.210 and 1996 ¢ 64 s 1 are each anmended to read
as follows:

There is created in the state treasury a special account to be
known as the "nunici pal sales and use tax equalization account.” Into
this account shall be placed such revenues as are provided under RCW
82.44.110(1)(e). Funds in this account shall be allocated by the state
treasurer according to the follow ng procedure:
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(1) Prior to January 1st of each year the departnent of revenue
shall determne the total and the per capita levels of revenues for
each city and the state-wi de weighted average per capita |evel of
revenues for all cities inposing the sal es and use tax aut hori zed under
RCW 82.14.030(1) for the previous cal endar year.

(2) At such tines as distributions are nade under RCW 82. 44. 150,
the state treasurer shall apportion to each city not inposing the sales
and use tax under RCW 82.14.030(2) an anmount from the mnunicipal sales
and use tax equalization account equal to the anount distributed to the
city under RCW 82.44.155, multiplied by forty-five fifty-fifths.

(3) Subsequent to the distributions under subsection (2) of this
section, and at such times as distributions are made under RCW
82.44.150, the state treasurer shall apportion to each city inposing
the sales and use tax under RCW 82.14.030(1) at the maximumrate and
receiving | ess than seventy percent of the state-w de wei ghted average
per capita level of revenues for all cities as determned by the
departnment of revenue under subsection (1) of this section, an anount
fromthe nmunicipal sales and use tax equalization account sufficient,
when added to the per capita |evel of revenues received the previous
cal endar year by the city, to equal seventy percent of the state-w de
wei ght ed average per capita |l evel of revenues for all cities determ ned
under subsection (1) of this section, subject to reduction under
subsection (6) of this section.

(4) Subsequent to the distributions under subsection (3) of this
section, and at such times as distributions are made under RCW
82.44.150, the state treasurer shall apportion to each city inposing
the sales and use tax under RCW 82.14.030(2) at the maxinumrate and
receiving a distribution under subsection (3) of this section, athird
di stribution fromthe nunicipal sales and use tax equalization account.
The distribution to each qualifying city shall be equal to the
distribution to the city under subsection (3) of this section, subject
to the reduction under subsection (6) of this section. To qualify for
the distributions under this subsection, the city nust inpose the tax
under RCW 82.14.030(2) for the entire calendar year. Cities inposing
the tax for less than the full vyear shall qualify for prorated
al | ocati ons under this subsection proportionate to the nunber of nonths
of the year during which the tax is inposed.

(5) For acity wwth an official incorporation date after January 1,
1990, nunicipal sales and use tax equalization distributions shall be
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made according to the procedures in this subsection. Minicipal sales
and use tax equalization distributions to eligible newcities shall be
made at the sane tinme as distributions are made under subsections (3)
and (4) of this section. The departnent of revenue shall follow the
estimating procedures outlined in this subsection until the new city
has received a full year’s worth of revenues under RCW82. 14.030(1) as
of the January nunicipal sales and use tax equalization distribution.

(a) Whether a newly incorporated city determ ned to receive funds
under this subsection receives its first equalization paynent at the
January, April, July, or COctober nunicipal sales and use tax
equal i zation distribution shall depend on the date the city first
i nposes the tax authorized under RCW 82. 14. 030(1).

(1) Anewy incorporated city inposing the tax authorized under RCW
82.14.030(1) effective as of January 1st shall be eligible to receive
funds under this subsection beginning with the April municipal sales
and use tax equalization distribution of that year.

(1i) Anewy incorporated city inposing the tax authorized under
RCW 82. 14. 030(1) effective as of February 1st, March 1st, or April 1st
shall be eligible to receive funds under this subsection beginning with
the July municipal sales and use tax equalization distribution of that
year .

(ti1) Anewy incorporated city inposing the tax authorized under
RCW 82. 14. 030(1) effective as of May 1st, June 1st, or July 1st shal
be eligible to receive funds under this subsection beginning with the
Cct ober muni ci pal sales and use tax equalization distribution of that
year .

(tv) Anewy incorporated city inposing the tax authorized under
RCW82. 14. 030(1) effective as of August 1st, Septenber 1st, or Cctober
1st shall be eligible to receive funds under this subsection begi nning
with the January nuni ci pal sal es and use tax equalization distribution
of the next year.

(v) Anewy incorporated city inposing the tax authorized under RCW
82.14.030(1) effective as of Novenber 1st or Decenber 1st shall be
eligible to receive funds under this subsection beginning wth the
April munici pal sal es and use tax equalization distribution of the next
year .

(b) For purposes of calculating the amount of funds the new city
shoul d recei ve under this subsection, the departnment of revenue shall:
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(1) Estimate the per capita amunt of revenues from the tax
aut hori zed under RCW82.14.030(1) that the newcity woul d have recei ved
had the city received revenues fromthe tax the entire cal endar year;

(ii1) Calculate the anpunt provided under subsection (3) of this
section based on the per capita revenues determ ned under (b)(i) of
this subsection

(tit) Prorate the anmunt determned under (b)(ii) of this
subsection by the nunber of nonths the tax authorized under RCW
82.14.030(1) is inposed.

(c) A new city inposing the tax under RCW 82.14.030(2) at the
maxi mumrate and receiving a distribution cal culated under (b) of this
subsection shall receive another distribution fromthe nunicipal sales
and use tax equalization account. This distribution shall be equal to
the cal cul ati on nade under (b)(ii) of this subsection, prorated by the
nunber of nonths the city inposes the tax authorized under RCW
82.14.030(2) at the full rate.

(d) The departnment of revenue shall advise the state treasurer of
the amounts cal cul ated under (b) and (c) of this subsection and the
state treasurer shall distribute these ambunts to the newcity fromthe
muni ci pal sales and use tax equalization account subject to the
limtations inposed in subsection (6) of this section.

(e) Revenues estimted under this subsection shall not affect the
calculation of the state-w de weighted average per capita |evel of
revenues for all cities nmade under subsection (1) of this section.

(6) If inadequate revenues exi st in the nmunicipal sales and use tax
equal i zati on account to nake the distributions under subsection (3),
(4), or (5) of this section, then the distributions under subsections
(3), (4), and (5) of this section shall be reduced ratably anong the
qualifying cities. At such time during the year as additional funds
accrue to the nunicipal sales and use tax equalization account,
addi tional distributions shall be nmade under subsections (3), (4), and
(5) of this section to the cities.

(7) If the level of revenues in the nunicipal sales and use tax
equal i zati on account exceeds the anobunt necessary to nake the
di stributions under subsections (2) through (5) of this section, then
the additional revenues shall be apportioned anong the several cities
within the state ratably on the basis of popul ation as |ast determ ned
by the office of financial managenent: PROVI DED, That no such
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distribution shall be made to those cities receiving a distribution
under subsection (2) of this section.

(8) If the departnent receives notice of a proposed incorporation
under RCW 35.02.015 it shall nmake a determnation as to whether the

proposed city would qualify for rmunicipal sales and use tax

equal i zation under subsection (3) of this section by analyzing the

total revenue and per capita revenue for the unincorporated area

described in the petition for incorporation. The departnment shall

forward its determination to the county leqgislative authority within

forty-five days of the date the notice of incorporation was filed with

the county |l eqgislative authority.

--- END ---
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