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Synopsis as Enacted

Brief Description: Authorizing additional funding for local governments.

Sponsors: Senate Committee on Government Operations & Elections (originally sponsored by
Senators Winsley, Kastama, Oke, Franklin, Swecker, Rasmussen, Regala and Kohl-Welles).

Senate Committee on Government Operations & Elections

Background: Local Retail Sales and Use Taxation. Cities and counties rely on retail sales
and use taxes for a substantial part of their general revenues. The retail sales tax applies to
goods and certain services purchased at retail. The buyer pays the sales tax and the retailer
collects the tax and remits it to the state.

The use tax is imposed on items used in the state that were not subject to the retail sales tax.
This includes purchases made in other states and purchases from sellers who do not collect
Washington sales tax. The tax rate is the same as that imposed under the retail sales tax.
The person using the item pays the use tax directly to the state.

Counties may impose several local sales and use taxes at various rates and for various
purposes. The most widely utilized are the basic tax, which is at a rate of 0.5 percent, and
an optional tax, which is at a rate of up to 0.5 percent. The basic tax does not require
approval of voters in a county, but voters can file referendums for optional taxes. In calendar
2001, the State Treasurer distributed to county governments about $260 million basic and
optional sales and use taxes.

For most of the county sales and use taxes, the county is the sole entity that receives and uses
the funds. There are several exceptions, however. For example, a county must share with
its cities the receipts from the 0.1 percent tax for criminal justice programs.

Property Taxation. Both state and local government taxing districts levy property taxes. In
addition to a constitutional 1-percent limit on the total rate of tax per parcel of property, there
is a statutory 1-percent limit on the amount of revenue that any taxing district can collect
compared to what it collected in prior years. Under this revenue "lid," the amount of
revenue collected from a regular (i.e., non-voter-approved) property tax levy cannot be more
than 1 percent above the highest 1-year amount collected in the past three years. The only
exception is if the voters in the district approve a resolution for a "lid lift." A lid lift allows
voters in a district to agree to tax themselves above the lid. However, the additional revenue
from a lid lift can be collected only for one year per voter-approved resolution.

Growth Management Act.Counties with greater than a certain population and with greater
than a certain population growth rate were required, along with the cities located within the
counties, to plan under the Growth Management Act (GMA). Counties not meeting the
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population and growth thresholds could opt into the GMA by resolution of the county
legislative authority. Once such a resolution is adopted, a county and the cities located within
the county remain subject to all requirements of the GMA.

Comprehensive Plan Updates.Counties and the cities within them must review and update
their GMA-comprehensive plans by certain dates. Counties not planning under the GMA
must update their plans regarding critical areas and natural resource lands by certain dates.
Those counties that must update their plans by December 2004 are Clallam, Clark, Jefferson,
King, Kitsap, Pierce, Snohomish, Thurston, and Whatcom counties.

Summary: Retail Sales and Use Taxes. Any county may impose an increase in local sales
or use tax of up to 0.3 percent. Motor vehicle sales and some motor vehicle leases are
exempt from this sales tax. The increase is subject to approval of a majority of voters in the
county. The county must distribute 40 percent of the revenues received to cities within the
county on a per capita basis. One-third of this tax money must be used only for criminal
justice purposes.

Regular Property Taxes. Voters in counties, cities and towns may by majority vote approve,
in a primary or general election, a resolution for a levy lid lift that lasts up to six years. The
resolution must specify the target dollar amount only for the levy’s first year’s collection
amount. The resolution must specify some type of annual increase scale (e.g., the consumer
price index) for setting the levy’s succeeding years’ amounts.

Growth Management Act. If a county has a population of less than 10,000, and has a
privately owned taxable land base of less than 20 percent, and has no more than one
incorporated city, then the county may adopt a resolution removing the county, and the city
located within the county, from the requirement to plan under the Growth Management Act.

Comprehensive Plan Updates.Jefferson and Clallam counties are given an additional year
to update their comprehensive plans.

Votes on Final Passage:

Senate 37 9
House 56 42 (House amended)
Senate (Senate refused to concur)

First Special Session
Senate 36 9
House 52 40 (House amended)
Senate 32 10 (Senate concurred)

Effective: July 1, 2003

Partial Veto Summary: The ability of certain counties to withdraw from the planning
requirement of the GMA is removed. Jefferson and Clallam counties must update their
comprehensive plans by December 1, 2004.
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