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HOUSE BI LL 3198

St ate of WAshi ngt on 590th Legislature 2006 Regul ar Session
By Representatives Appleton, Kilnmer, Haigh, Sells, Geen and Mrrel

Read first time 01/25/2006. Referred to Committee on Econonic
Devel opnment, Agriculture & Trade.

AN ACT Relating to community and econom c devel opnent; anendi ng RCW
84.55.010; adding a new chapter to Title 39 RCW and creating a new
section.

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

NEW SECTION. Sec. 1. DECLARATION--PURPCSE. (1) It is declared to
be the public policy of the state of W shington to pronote and
facilitate comunity and econom c developnment of its comunities.
Community and econom ¢ devel opnent and renewal is found to be in the
interest of and a benefit to all local taxing districts. I n
furtherance of this, l|ocal governnments need the ability to finance
specific public inprovenents that encourage community and econonic
devel opment in both rural and urban areas characterized by high | evels
of unenploynent and stagnant enploynent and inconme grow h. The
construction of necessary public inprovenents and the redevel opnent of
depressed areas in accordance with |ocal econom c devel opnent and

grow h managenent plans wll benefit all local taxing districts,
encourage investnent in job-producing private devel opnent, and expand
the public tax base for all local taxing districts.

(2) It is the purpose of this chapter:
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(a) To encourage local taxing districts to cooperate in and
contribute tax revenues to the financing of public inprovenents that
wi |l encourage private devel opnent and community renewal in selected
ar eas;

(b) To assist those local governnents that have a conpetitive
di sadvantage in attracting business, private investnent, or comrerci al
devel opnent due to its |ocation near a state or international border;
and

(c) To prevent or arrest the decay of selected areas due to the
inability of existing financial mnmethods to provide needed public
i nprovenents and comunity developnent, and to encourage private
i nvest nent designed to pronote and facilitate the orderly redevel opnent
of selected areas.

NEW SECTION. Sec. 2. DEFIN TIONS. The definitions in this
section apply throughout this chapter unless the context <clearly
requires otherw se.

(1) "Assessed value" shall have the nmeaning given in RCW 84. 04. 030.

(2) "Community inprovenent district” neans a district created
pursuant to this chapter

(3) "lIncrenent value" neans the assessed val ue of property for the
relevant levy year less the tax allocation base value for that
property.

(4) "Local governnment" neans any city, town, county, or port
district.

(5) "Odinance" neans any appropriate nethod of taking | egislative
action by a | ocal governnent.

(6) "Public inprovenents" neans:

(a) Publicly owned infrastructure inprovenents including wthout
limtation:

(1) Street, road, and other transportation facilities construction
and mai nt enance,;

(1i) Water and sewer system construction and inprovenents;

(ti1) Sidewal ks and streetlights;

(1v) Parking, termnal, and dock facilities;

(v) Transit facility construction and mai ntenance, including park
and ride facilities;

(vi) Park facilities and recreational areas;
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(vii) Stormwater and drai nage nmanagenent systens;

(viii) Any housing project as defined in RCW 35.82. 020;

(1x) To the extent not already described in this subsection, any
project that is a comrunity renewal project as set forth in RCW
35. 81. 015; and

(b) Expenditures for any of the follow ng purposes:

(1) Hi storic preservation activities authorized wunder RCW
35. 21. 395;

(i) Housing for "persons of Ilow incone" as defined in RCW
35. 82. 020; or

(ti1) Any costs of carrying out a conmunity renewal plan under
chapter 35.81 RCW

(7) "Public inprovenent costs" neans the costs of: (a) Design,
pl anni ng, acquisition, site preparation, construction, reconstruction,
rehabilitation, inmprovenent, and installation of public inprovenents;
(b) rel ocating, mai nt ai ni ng, and operating property pendi ng
construction of public inprovenents; (c) relocating utilities as a
result of public inprovenments; (d) financing public inprovenents,
including interest during construction, |egal and other professiona
services, taxes, insurance, principal and interest costs on genera
i ndebt edness issued to finance public inprovenents, and any necessary
reserves for general indebtedness; (e) admnistrative costs incurred in
determning the tax allocation base value and the increnent value, to
the extent that such costs are in excess of costs nornmally incurred by
the assessor in accordance with the revaluation plan under chapter
84.41 RCW and the admnistrative costs of allocating taxes and
conplying with this chapter and ot her applicable |aw (f)
adm nistrative expenses and feasibility studies reasonably necessary
and related to these costs, including related costs that may have been
incurred before adoption of the ordinance authorizing the public
i nprovenents and the use of community inprovenent financing to fund the
costs of the public inprovenents; and (g) expenses of carrying out a
community renewal plan under chapter 35.81 RCW

(8) "Local regular property taxes" neans regul ar property taxes as
defined in RCW 84. 04. 140, except regular property taxes levied by the
state for the support of the common school s under RCW 84.52. 065.

(9) "Tax allocation base value" neans the assessed value of rea
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property located wthin a community inprovenent district as determ ned
for the calendar year in which the ordinance creating the community
i nprovenent district is adopted.

(10) "Tax allocation revenues" neans an anmount equal to seventy-
five percent of the total revenues derived from the levy of |oca
regul ar property taxes on the increnent value within a comunity
i nprovenent district.

(11) "Local taxing district" neans any taxing district, as defined
in RCW 84.04.120, that levies or has levied for it, local regular
property taxes upon real property located within a proposed or approved
community inprovenent district. "Local taxing district" does not
i nclude the state of Washi ngton.

NEW SECTION. Sec. 3. AUTHORITY--CONDI TIONS. A |ocal governnent
may finance public inprovenents using comunity inprovenment district
financing if the follow ng conditions are net:

(1) The local governnent nust adopt an ordi nance that conplies with
section 5 of this act, designating a comunity inprovenment district
within its boundaries and specifying the public inprovenents proposed
to be financed in whole or in part with the wuse of comunity
i nprovenent fi nanci ng;

(2) The boundaries of the community inprovenent district:

(a) Shall include, as near as my be determned in the sole
discretion of the |l|ocal governnent, only such properties as are
reasonably expected to increase in assessed value as a result of the
public inprovenents identified in subsection (3) of this section,
provided that a comrunity inprovenent district may include all or any
part of a community renewal area created under chapter 35.81 RCW

(b) Shall consist of contiguous tracts, lots, or parcels of |and
which, in the aggregate, conprise no nore than twenty-five percent of
the total assessed value of taxable real property within the boundaries
of the local governnent creating the comunity inprovenent district;
and

(c) Shall not be subject to challenge by any |ocal taxing district
or subject to review by a boundary revi ew board;

(3) The Ilocal governnent nust find that public inprovenents
proposed to be financed in whole or in part using community inprovenent
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district financing are expected to encourage private devel opnent wthin
the comunity inprovenent district and to increase the assessed val ue
of real property within the community inprovenent district;

(4) The 1ocal gover nnment must obtain assurances, t hr ough
devel opment agreenents or other permtting processes, that all private
devel opnent that 1is anticipated to occur wthin the community
i nprovenent district, as a result of the public inprovenents, wll be
consistent wwth the growth managenent plan or plans applicable to the
area within the conmmunity inprovenent district and the community
renewal plan adopted under RCW 35. 81. 060;

(5) At |least twenty percent of the public inprovenents proposed to
be financed must be housing for "persons of |low incone," as defined in
RCW 35.82.020, and the housing is to be located either within or
W t hout the comunity inprovenent district; and

(6) No community inprovenent district may include territory that is
Wi thin any other comunity inprovenent district.

NEW SECTION. Sec. 4. ADM NI STRATI ON-- COORDI NATION W TH OTHER
PROGRAMS- - | MPROVEMENTS BY PRI VATE DEVELOPER MUST MEET APPLI CABLE STATE
AND LOCAL LAWS. (1) A local governnent nmay use community i nprovenent
district financing in coordination wth other prograns or efforts
undertaken by the | ocal governnment alone, or in cooperation wth other
| ocal taxing districts, and nay be funded in part fromrevenue sources
ot her than community inprovenent financing.

(2) A local governnment that creates a community i nprovenent
district my itself admnister the functions of the community
i nprovenent district or may el ect to have such functions adm ni stered
by a community renewal agency appoi nted by the |ocal governnent, or by
a public devel opnent authority created by the |ocal governnent under
RCW 35. 21. 730. Appoi ntnment of an adm nistrator shall be by ordi nance
that includes a finding that the action is in the public interest and
describes the extent of the appointnent. In the event the |Iocal
governing body elects to appoint an admnistrator, all subsequent
community inprovenent plans and comunity inprovenent public
i nprovenents nust be approved by the | ocal governnent in such manner as
the |l ocal governnment may specify. |In addition, a |ocal governnent may
provide by interlocal contract that powers relating to a community
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i nprovenent district may be exercised jointly under chapter 39.34 RCW
in accordance with the terns of that interlocal contract, including
bei ng exercised by an entity created pursuant to RCW 39. 34. 030.

(3) Public inprovenents within a conmmunity inprovenent district
that are constructed, inproved, devel oped, or redevel oped by a private
devel oper nust neet all applicable state and | ocal |aws.

NEW SECTI ON.  Sec. 5. PROCEDURE FOR CREATING A COWMWUN TY
| MPROVEMENT DI STRI CT. (1) Before adopting an ordinance creating a
community inprovenent district, a |ocal governnent shall

(a) Obtain witten agreenent for the use of community i nprovenent
financing that is entered into by local taxing districts whose |oca
regul ar property tax levies, in the aggregate, account for at |east
seventy-five percent of the local regular property tax revenues
collected within the comunity inprovenent district. The agreenent
shall constitute concurrence by each local taxing district having
territory within the community inprovenent district that the specified
public inprovenents in the proposed conmmunity inprovenent district wll
benefit the taxpayers of each such local taxing district.

(b) Hold a public hearing, notice of which nust be published at
| east once, in a newspaper of general circulation within each |oca

taxing district having territory wthin the proposed conmunity
i nprovenent district, at |east ten days before the public hearing and
posted in at |east three conspicuous public places located in the
proposed comrunity inprovenent district. The notice nust describe the
specified public inprovenents, estimate the costs of the public
i nprovenents, describe the portion of the costs of the public
i nprovenents to be borne by community inprovenent financing, describe
any other sources of revenue to finance the public inprovenents,
descri be the boundaries of the proposed comunity inprovenent district,
and estimate the period during which community inprovenent financing is
contenplated to be used. The public hearing may be held either by the
entire governing body of the | ocal governnent or by a conmttee of the
governi ng body. The public hearing shall provide nenbers of the public
and representatives of all local taxing districts the opportunity to
cooment on the proposed formation of the community inprovenent
district.
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(2) The ordinance establishing the conmunity inprovenent district
shal | describe the public inprovenents, describe the boundaries of the
community inprovenent district, estinate the cost of the public
i nprovenents and the portion of these costs to be financed by community
i nprovenent district financing, estimate the length of tinme for which
| ocal regular property taxes are to be allocated, and provide the date
when the allocation of the |ocal regular property taxes will conmence,
and find that the conditions of section 3 of this act are net.

(3) A community inprovenent district shall be created upon adoption
of an ordi nance described in this section and the publication of notice
requi red under section 6 of this act in accordance with the foll ow ng:

(a) For a comrunity inprovenent district for which the formation
ordi nance was adopted on or before Septenber 30th of any given cal endar
year, the comunity inprovenent district shall be established as of
January 1st of the upcom ng cal endar year; and

(b) For a comrunity inprovenent district for which the formation
ordi nance was adopted on or after COctober 1st of any given cal endar
year, the comunity inprovenent district shall be established as of
January 1st of the year follow ng the upcom ng cal endar year.

NEW SECTION. Sec. 6. PUBLIC NOTICE--CONCLUSI VE PRESUMPTI ON OF
VALIDI TY. (1) Upon formation of a community inprovenent district, the
| ocal governnent shall:

(a) Publish notice in a l|legal newspaper of general circulation
wWithin the community inprovenent district that describes the public
i nprovenents, describes the boundaries of the conmunity i nprovenent
district, and identifies the location and tinmes where the ordinance
formng the community inprovenent district and other public infornmation
concerning the public inprovenents may be inspected; and

(b) Deliver a certified copy of the formation ordinance to the
county treasurer, the county assessor, and the governing body of each
| ocal taxing district having territory within the community inprovenent
district.

(2) No direct or collateral attack on a public inprovenent,
community inprovenent district formation ordinance, or community
i nprovenent district purported to be authorized or created in
conformance with applicable | egal requirenents, including this chapter,
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may be commenced nore than thirty days after publication of notice as
requi red by subsection (1) of this section.

NEW SECTI ON. Sec. 7. ALLOCATION OF TAXES. (1) Commencing in the
cal endar year during which a comunity inprovenment district is first
established in accordance wth section 5(3) of this act, the county
treasurer, or county treasurers, if a comunity inprovenent district
extends to nore than a single county, shall allocate receipts from
| ocal regular property taxes levied on real property located within the
community inprovenent district as foll ows:

(a) Each local taxing district, including the | ocal governnent that
created the community inprovenent district, shall receive an anount
equal to: (i) The local taxing district's levy rate multiplied by the
tax allocation base value of the property located within the |oca
taxing district, plus (ii) twenty-five percent of the Ilocal taxing
district's levy rate nultiplied by the increnment value of the property
| ocated within the local taxing district; and

(b) The local governnent that created the community i nprovenent
district shall receive the tax allocation revenues for deposit into the
community inprovenent district funds and accounts. However, if the
| ocal governnment that created the community inprovenent district
determ nes that the full anount of the tax allocation revenues is not
necessary to satisfy any and all pl edges, obligations, and covenants of

the district, it my by ordinance direct the county treasurer to
allocate to the district less than the full anpbunt of the tax
al I ocation revenues. In such case, the balance of tax receipts from

the community inprovenent district shall be reallocated to the |oca
taxing districts in accordance with their local regular property tax
| evi es. The tax receipts deposited into the community inprovenent
district funds and accounts wunder this subsection (1)(b) my be
expended solely to finance public inprovenent costs.

(2) Upon receipt of a formation ordinance for a comunity
i nprovenent district under section 6 of this act, the county assessor,
or assessors, if the district extends to nore than a single county,
shall determne and notify each local taxing district of the tax
al l ocation base value for all property within that taxing district that
is also within the community inprovenent district. Thereafter, for as
Il ong as the comunity inprovenent district exists, the county assessor,
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or assessors, shall annually calculate the increnent value for the
property by subtracting the tax allocation base value fromthe assessed
value. This section does not authorize revaluations of real property
by the assessor for property taxation that are not nade in accordance
With the assessor's revaluation plan under chapter 84.41 RCW or under
ot her authorized reval uati on procedures.

(3) The county treasurer and assessor shall continue to performthe
duties described in this section until tax allocation revenues are no
| onger necessary or obligated to pay the <costs of the public
i nprovenents, as determ ned by ordinance of the l|ocal governnent in
accordance with section 10 of this act. However, no conmunity
i nprovenent district shall continue to exist, and no allocation of tax
all ocation revenues within a conmunity inprovenent district shal
continue, for a period |longer than thirty years after taxes are first
al | ocated under this chapter

(4) The allocation to the community inprovenent district of
portions of the local regular property taxes levied by or for each
| ocal taxing district upon the increnment value within that community
i nprovenent district, is declared to be a public purpose of and benefit
to each such local taxing district.

(5) The allocation of tax allocation revenues pursuant to this
section shall not affect or be deemed to affect the rate of taxes
levied by or within any local taxing district or the consistency of any
such levies with the uniformty requirenment of Article VII, section 1
of the state Constitution.

NEW SECTION. Sec. 8. CENERAL | NDEBTEDNESS-- SECURITY. (1) In
order to finance the public inprovenents and retire the indebtedness in
whole or in part from tax allocation revenues it receives, a l|loca
governnment, whether or not it is the |local governnment that created the
community inprovenment district, may authorize and issue general
obligation bonds, notes, or other evidences of indebtedness not
exceeding an anount, together wth any existing indebtedness of the
community inprovenent district, equal to one and one-half percent of
the value of the taxable property within the boundaries of the |oca
gover nnent .

(2) The obligations issued under subsection (1) of this section may
be payable fromtax allocation revenues and from other tax revenues or
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the full faith and credit of the |ocal governnent if the |egislative
authority of the | ocal governnment pledges such tax revenues or its ful
faith and credit. The obligations issued under subsection (1) of this
section may al so be secured by nontax incone, revenues, fees, and rents
from the public inprovenents, as well as contributions, grants, and
nontax noney available to the comunity inprovenent district for
paynment of costs of the public inprovenents or associ ated debt service
on the general obligation indebtedness. A conmunity inprovenent
district may also accept gifts or grants of noney or property of any
kind for the sanme purposes for which it is authorized to borrow noney
in subsection (1) of this section.

(3) In addition to the provisions of subsections (1) and (2) of
this section, a local governnent may, in connection wth the use of
community inprovenent financing, require any nonpublic participant to
provi de adequate security to protect the public investnent in the
public inprovenent within the community inprovenent district.

(4) Bonds authorized under this section may be issued and sold in
accordance with chapter 39.46 RCW

NEW SECTION. Sec. 9. REVENUE BONDS. (1) A local governnent,
whether or not it is the local governnment that created the comunity
i nprovenent district, a conmmunity renewal agency, or a public
devel opment authority may issue revenue bonds to fund public
i nprovenents, or portions of public inprovenents, that are |ocated
within a comunity inprovenent district that it is authorized to
provi de or operate. Whenever revenue bonds are to be issued, the
| egi slative authority of the |ocal governnent shall create or have
created a special fund or funds from which, along with any reserves,
the principal of and interest on these revenue bonds shall exclusively
be payabl e. The legislative authority of the |ocal governnent may
obligate the local governnment to set aside and pay into the special
fund or funds a fixed proportion or a fixed amount of tax allocation
revenues pledged to be transferred to the |ocal governnment from the
community inprovenent district and other revenues available to the
community inprovenent district. This anount or proportion shall be a
lien and charge agai nst those revenues. The |ocal governnment may al so
provi de that revenue bonds payabl e out of the sane source or sources of
revenue may later be issued on a parity with any revenue bonds being

HB 3198 p. 10
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i ssued and sol d. Revenue bonds issued under this section that are
i ssued by an entity other than a local taxing district may pl edge tax
al l ocation revenues that have been nmade available to it for community
i nprovenent district purposes.

(2) Revenue bonds issued pursuant to this section shall not be
considered an indebtedness of a local governnment or other entity
i ssuing the bonds unless the l|ocal governnent expressly pledges its
full faith, credit, and taxing power to the repaynent of the bonds.
The principal of and interest on the bonds shall, unless that ful
faith and credit pledge has been expressly provided, be payable solely
fromthe revenues lawfully pledged to neet the principal and interest
requi rements and providing for any required reserves and the owner of
any such revenue bond issued shall not have any cl ai magai nst the | ocal
government arising fromthe bond except for paynent fromthe revenues
lawfully pledged to neet the principal and interest requirenents and
any required reserves.

(3) The legislative authority of the l|ocal governnment shall by
ordi nance determne for each revenue bond issued the anpbunt, date,
form terms, conditions, denom nations, maxinmm fixed or variable
interest rate or rates, maturity or maturities, redenption rights,
regi stration privileges, manner of execution, manner of sale, callable
provisions, if any, and covenants including the refunding of existing
revenue bonds. Facsimle signatures may be used on the bonds and any
coupons. Refunding revenue bonds may be issued in the sane manner as
revenue bonds are issued. Notw thstanding the forgoing, bonds may be
i ssued and sold in accordance with chapter 39.46 RCW

NEW SECTION. Sec. 10. DISSOLUTION O COMMUNITY | MPROVEMENT

Dl STRI CT. A community inprovenent district may be dissolved by
ordinance of the Ilocal government which created that community
i nprovenent district, when all obligations, including all indebtedness

to which community inprovenent district revenues are pl edged, have been
di scharged and all other contractual obligations of the community
i nprovenent district have been discharged or assuned by another
governmental entity. Each community inprovenent district shall be
di ssol ved on or before Decenber 31st of the year that is thirty years
after the first year in which it received tax allocation revenues.

p. 11 HB 3198
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Any anmounts remaining in the funds and accounts of the comunity
i nprovenent district at the tinme of its dissolution shall be
transferred to the county treasurer and then allocated to the [ ocal
taxing district that inposed |ocal regular property taxes, or had | ocal
regul ar property taxes inposed for it, in the comunity i nprovenent
district for collection that year, in proportion to their current |evy
rates.

Sec. 11. RCW84.55.010 and 1997 ¢ 3 s 202 are each anended to read
as follows:

Except as provided in this chapter, the levy for a taxing district
in any year shall be set so that the regular property taxes payable in
the follow ng year shall not exceed the limt factor nmultiplied by the
anmount of regular property taxes lawfully levied for such district in
the highest of the three nost recent years in which such taxes were
| evied for such district plus an additional dollar anount cal cul ated by
mul tiplying the increase in assessed value in that district resulting
from new construction, inprovenents to property, any increase in
assessed value of property within a community inprovenent district
created under chapter 39.-- RCW(sections 1 through 10 and 12 of this
act), and any increase in the assessed val ue of state-assessed property
by the regular property tax levy rate of that district for the
precedi ng year.

NEW SECTION. Sec. 12. SUPPLEMENTAL NATURE OF CHAPTER Thi s
chapter supplenents and neither restricts nor limts any powers which

the state or any |local government m ght otherw se have under any | aws
of this state.

NEW SECTI ON.  Sec. 13. SEVERABILITY. [If any provision of this act
or its application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 14. Captions used in this act are not any part
of the | aw.
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1 NEW SECTION. Sec. 15. Sections 1 through 10 and 12 of this act
2 constitute a new chapter in Title 39 RCW

~-- END ---
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