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SECOND SUBSTI TUTE SENATE BI LL 5045

AS AMENDED BY THE HOUSE
Passed Legi slature - 2009 Regul ar Sessi on
State of WAshi ngton 61st Legislature 2009 Regul ar Session

By Senate Ways & Means (originally sponsored by Senators Kilner,
Zarelli, Brown, Kauffman, Shin, Marr, King, Regala, Rockefeller,
Haugen, Berkey, Eide, Kastama, Jarrett, Pridenore, MAuliffe, and
Ranker)

READ FI RST TI ME 03/ 02/ 09.

AN ACT Relating to conmmunity revitalization financing; adding new
sections to chapter 82.14 RCW adding a new section to chapter 82.32
RCW and addi ng a new chapter to Title 39 RCW

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

PART |
LOCAL REVI TALI ZATI ON FI NANCI NG- - GENERAL PROVI SI ONS

NEW SECTI ON. Sec. 101. The | egislature recognizes that the state
as a whol e benefits frominvestnent in public infrastructure because it
pronmotes community and econom c devel opnent. Public investnent
stinul ates business activity and helps create jobs, stinmulates the
redevel opnent of brownfields and blighted areas in the inner city,
| owers the cost of housing, and pronotes efficient |and use. The
| egislature finds that these activities generate revenue for the state
and that it is in the public interest to invest in these projects
through a credit against the state sales and use tax to those |oca
governnments that can denonstrate the expected returns to the state.
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NEW SECTION. Sec. 102. DEFI N TI ONS. The definitions in this
section apply throughout this chapter unless the context <clearly
requires otherw se.

(1) "Annual state contribution |imt" nmans tw mllion five
hundred t housand dollars statew de per fiscal year and the additional
anounts designated for denonstration projects in section 402 of this
act .

(2) "Assessed val ue" neans the valuation of taxable real property
as placed on the | ast conpl eted assessnent roll.

(3) "Departnment" neans the departnent of revenue.

(4) "Fiscal year" neans the twelve-nonth period beginning July 1st
and ending the foll ow ng June 30t h.

(5) "Local governnent" neans any city, town, county, and port
district.

(6) "Local property tax allocation revenue" neans those tax
revenues derived fromthe receipt of regular property taxes |evied on
the property tax allocation revenue value and wused for |[ocal
revitalization financing.

(7) "Local revitalization financing" nmeans the use of revenues from
| ocal public sources, dedicated to pay the principal and interest on
bonds aut horized under section 701 of this act and public inprovenent
costs within the revitalization area on a pay-as-you-go basis, and
revenues received fromthe | ocal option sales and use tax authorized in
section 601 of this act, dedicated to pay the principal and interest on
bonds aut hori zed under section 701 of this act.

(8) "Local sales and use tax increnent"” neans the estimated annual
increase in l|local sales and use taxes as determned by the |1ocal
government in the calendar years followng the approval of the
revitalization area by the departnent fromtaxable activity within the

revitalization area.

(9) "Local sales and use taxes" neans | ocal revenues derived from
the inposition of sales and use taxes authorized i n RCW 82. 14. 030.

(10) "Odi nance" neans any appropriate nmethod of taking |legislative
action by a | ocal governnent.

(11) "Participating |local governnent" neans a |ocal governnent
having a revitalization area within its geographi c boundaries that has
taken action as provided in section 107(1) of this act to allowthe use

2SSB 5045. SL p. 2
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of all or sone of its local sales and use tax increment or other
revenues fromlocal public sources dedicated for |local revitalization
fi nanci ng.

(12) "Participating taxing district” neans a |ocal governnment
having a revitalization area wthin its geographi c boundaries that has
not taken action as provided in section 106(2) of this act.

(13) "Property tax allocation revenue base value" neans the
assessed value of real property |located within a revitalization area,
| ess the property tax allocation revenue val ue.

(14)(a) (i) "Property tax allocation revenue val ue" neans seventy-
five percent of any increase in the assessed value of real property in
a revitalization area resulting from

(A) The pl acenent of new construction, inprovenents to property, or
both, on the assessnent roll, where the new construction and
i nprovenents are initiated after the revitalization area is approved by
t he departnent;

(B) The cost of new housing construction, conversion, and
rehabilitation inprovenents, when the <cost 1is treated as new
construction for purposes of chapter 84.55 RCW as provided in RCW
84. 14. 020, and the new housing construction, conver si on, and
rehabilitation inprovenents are initiated after the revitalization area
i s approved by the departnent;

(C The cost of rehabilitation of historic property, when the cost
is treated as new construction for purposes of chapter 84.55 RCW as
provided in RCW 84.26.070, and the rehabilitation is initiated after
the revitalization area is approved by the departnent.

(i) Increases in the assessed value of real property in a
revitalization area resulting from (a)(i)(A) through (C of this
subsection are included in the property tax allocation revenue value in
the initial year. These sane anmounts are also included in the property
tax allocation revenue value in subsequent years unless the property
becones exenpt fromproperty taxation

(b) "Property tax allocation revenue val ue" includes seventy-five
percent of any increase in the assessed value of new construction
consisting of an entire building in the years followng the initia
year, unless the buil ding beconmes exenpt from property taxation.

(c) Except as provided in (b) of this subsection, "property tax

p. 3 2SSB 5045. SL
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al l ocation revenue val ue" does not include any increase in the assessed
val ue of real property after the initial year.

(d) There is no property tax allocation revenue value if the
assessed value of real property in a revitalization area has not
increased as a result of any of the reasons specified in (a)(i)(A
through (C) of this subsection.

(e) For purposes of this subsection, "initial year" neans:
(i) For new construction and i nprovenents to property added to the
assessnment roll, the year during which the new construction and

i nprovenents are initially placed on the assessnent roll;

(1i) For the cost of new housing construction, conversion, and
rehabilitation inprovenents, when the <cost 1is treated as new
construction for purposes of chapter 84.55 RCW the year when the cost
is treated as new construction for purposes of Ilevying taxes for
collection in the follow ng year; and

(ii1) For the cost of rehabilitation of historic property, when the
cost is treated as new construction for purposes of chapter 84.55 RCW
the year when such cost is treated as new construction for purposes of
| evying taxes for collection in the follow ng year.

(15) "Public inprovenent costs" neans the costs of:

(a) Design, planning, acquisition, including |and acquisition, site
preparation including land clearing, construction, reconstruction,
rehabilitation, inprovenent, and installation of public inprovenents;

(b) Dernolishing, relocating, maintaining, and operating property
pendi ng construction of public inprovenents;

(c) Relocating utilities as aresult of public inprovenents;

(d) Financing public inprovenents, including interest during
construction, |legal and other professional services, taxes, insurance,
princi pal and interest costs on general indebtedness issued to finance
public inprovenents, and any necessary reserves for gener al
i ndebt edness; and

(e) Admnistrative 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 inprovenents and the use of local revitalization financing to
fund the costs of the public inprovenents.

(16) "Public inprovenents" neans:

2SSB 5045. SL p. 4
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(a) Infrastructure inprovenents within the revitalization area that
i ncl ude:

(1) Street, road, bridge, and rail construction and mai nt enance;

(1i) Water and sewer systemconstruction and inprovenents;

(ii1) Sidewal ks, streetlights, |andscapi ng, and streetscapi ng;

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

(v) Park and ride facilities of a transit authority;

(vi) Park facilities, recreational areas, and environnenta
remedi ati on;

(vii) Stormwater and drai nage nanagenent systens;

(viii) Electric, gas, fiber, and other utility infrastructures; and

(b) Expenditures for any of the foll ow ng purposes:

(1) Providing environnental analysis, professional managenent,
pl anni ng, and pronotion within the revitalization area, including the
managenent and pronotion of retail trade activities in the
revitalization area;

(11) Providing mai ntenance and security for common or public areas
in therevitalization area; or

(ti1) Historic preservation activities authorized under RCW
35. 21. 395.

(17) "Real property" has the sane neaning as in RCW 84.04.090 and
al so includes any privately owned inprovenents |ocated on publicly
owned | and that are subject to property taxation.

(18) "Regular property taxes" neans regular property taxes as
defined in RCW84. 04. 140, except: (a) Regular property taxes | evied by
public wutility districts specifically for the purpose of making
requi red paynments of principal and interest on general indebtedness;
(b) regular property taxes levied by the state for the support of
comon schools under RCW 84.52.065; and (c) regular property taxes
aut hori zed by RCW 84.55.050 that are |limted to a specific purpose
"Regul ar property taxes" do not include excess property tax | evies that
are exenpt from the aggregate limts for junior and senior taxing
districts as provided in RCW84. 52. 043.

(19) (a) "Revenues fromlocal public sources" neans:

(i) The local sales and use tax amounts received as a result of
interlocal agreenent, |ocal sales and use tax anounts from sponsoring
| ocal governnents based on its |local sales and use tax increnent, and
| ocal property tax allocation revenues, which are dedicated by a

p. 5 2SSB 5045. SL
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sponsoring |local governnent, participating |ocal governnments, and
participating taxing districts, for paynent of bonds under section 701
of this act or public inprovenent costs within the revitalization area
on a pay-as-you-go basis; and

(ii) Any other local revenues, except as provided in (b) of this
subsection, including revenues derived from federal and private
sources, which are dedicated for the paynent of bonds under section 701
of this act or public inprovenent costs within the revitalization area
on a pay-as-you-go basis.

(b) Revenues from | ocal public sources do not include any |oca
funds derived fromstate grants, state | oans, or any other state noneys
including any l|ocal sales and use taxes credited against the state
sal es and use taxes inposed under chapter 82.08 or 82.12 RCW

(20) "Revitalization area" neans the geographic area adopted by a
sponsoring | ocal governnment and approved by the departnent, fromwhich
| ocal sales and use tax increnents are estimated and property tax
al l ocation revenues are derived for local revitalization financing.

(21) "Sponsoring | ocal governnent"” neans a city, town, county, or
any conbi nation thereof, that adopts a revitalization area.

(22) "State contribution"” nmeans the | esser of:

(a) Five hundred thousand dol | ars;

(b) The project award anount approved by the departnent as provided
in section 401 or 402 of this act; or

(c) The total anpbunt of revenues from |ocal public sources
dedicated in the preceding calendar year to the paynment of principa
and interest on bonds issued under section 701 of this act and public
i nprovenent costs within the revitalization area on a pay-as-you-go
basis. Revenues from|local public sources dedicated in the preceding
cal endar year that are in excess of the project award may be carried
forward and used in later years for the purpose of this subsection
(22)(c).

(23) "State property tax increnent” neans the estinmated anount of
annual tax revenues estimated to be received by the state from the
i nposition of property taxes levied by the state for the support of
common schools under RCW 84.52.065 on the property tax allocation
revenue value, as determ ned by the sponsoring |ocal governnent in an
application under section 401 of this act and updated periodically as
required in section 501 of this act.

2SSB 5045. SL p. 6
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(24) "State sales and use tax increnment” nmeans the estinated anount
of annual increase in state sales and use taxes to be received by the
state fromtaxable activity within the revitalization area in the years
followm ng the approval of the revitalization area by the departnent as
determ ned by the sponsoring |ocal governnment in an application under
section 401 of this act and updated periodically as required in section
501 of this act.

(25) "State sales and use taxes" neans state retail sales and use
t axes under RCW 82.08.020(1) and 82.12.020 at the rate provided in RCW
82.08.020(1), less the amount of tax distributions from all |ocal
retail sales and use taxes, other than the |ocal sales and use taxes
aut hori zed by section 601 of this act for the applicable revitalization
area, inposed on the sane taxable events that are credited agai nst the
state retail sales and use taxes under RCWS82.08.020(1) and 82. 12. 020.

(26) "Taxing district" nmeans a governnent entity that |evies or has
levied for it regular property taxes upon real property located within
a proposed or approved revitalization area.

NEW SECTION. Sec. 103. CONDI TI ONS. A local governnent may
finance public inprovenents wusing local revitalization financing
subject to the foll ow ng conditions:

(1) The local governnment has adopted an ordi nance designating a
revitalization area within its boundaries and specified the public
i nprovenents proposed to be financed in whole or in part with the use
of local revitalization financing;

(2) The public inprovenents proposed to be financed in whole or in
part using local revitalization financing are expected to encourage
private devel opnment wwthin the revitalization area and to increase the
fair market value of real property within the revitalization area,;

(3) The local governnent has entered into a contract with a private
devel oper relating to the devel opnent of private inprovenments wthin
the revitalization area or has received a letter of intent from a
private devel oper relating to the devel oper's plans for the devel opnent
of private inprovenments within the revitalization area;

(4) Private developnent that is anticipated to occur within the
revitalization area, as a result of the public inprovenents, wll be
consistent wth the countyw de planning policy adopted by the county

p. 7 2SSB 5045. SL
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under RCW 36. 70A. 210 and the | ocal governnent's conprehensive plan and
devel opnent regqul ati ons adopt ed under chapter 36. 70A RCW

(5) The | ocal governnment may not use local revitalization financing
to finance the <costs associated wth the financing, design,
acqui sition, construction, equi ppi ng, oper ating, mai nt ai ni ng,
renodel i ng, repairing, and reequi pping of public facilities funded with
t axes col |l ected under RCW 82. 14. 048 or 82.14. 390;

(6) The governing body of the | ocal governnment nust nmake a finding
that | ocal revitalization financing:

(a) WII not be used for the purpose of relocating a business from
outside the revitalization area, but wthin this state, into the
revitalization area unless convincing evidence is provided that the
firm being rel ocated woul d ot herwi se | eave the state;

(b) WII inprove the viability of existing business entities within
the revitalization area; and

(c) WIIl be used exclusively in areas within the jurisdiction of
the | ocal government deened in need of either econom c devel opnent or
redevel opnent, or both, and absent the financing available under this
chapter and sections 601 and 602 of this act the proposed econonic
devel opnent or redevel opnment woul d nore than |ikely not occur; and

(7) The governing body of the |ocal governnment finds that the
public inprovenents proposed to be financed in whole or in part using
| ocal revitalization financing are reasonably likely to:

(a) Increase private investnment within the revitalization area;

(b) I'ncrease enploynent within the revitalization area; and

(c) Generate, over the period of tine that the |local sales and use
tax will be inposed under section 601 of this act, increases in state
and | ocal property, sales, and use tax revenues that are equal to or
greater than the respective state and |ocal contributions nmade under
this chapter.

NEW SECTION. Sec. 104. CREATING A REVITALIZATI ON AREA. (1)
Before adopting an ordinance creating the revitalization area, a
sponsoring | ocal governnent nust:

(a) Provide notice to all taxing districts and |ocal governnents
w t h geographic boundaries within the proposed revitalization area of
the sponsoring local governnent's intent to create a revitalization
area. Notice nust be provided in witing to the governing body of the

2SSB 5045. SL p. 8
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taxing districts and | ocal governnents at least thirty days in advance
of the public hearing as required by (b) of this subsection. The
notice nust include at |east the follow ng information:

(i) The nane of the proposed revitalization area,;

(i1) The date for the public hearing as required by (b) of this
subsecti on;

(ti1) The earliest anticipated date when the sponsoring |ocal
government will take action to adopt the proposed revitalization area;
and

(tv) The nane of a contact person wth phone nunber of the
sponsoring |ocal governnment and mailing address where a copy of an
ordi nance adopted under sections 105 and 106 of this act may be sent;
and

(b) Hold a public hearing on the proposed financing of the public
i nprovenents in whole or in part with local revitalization financing.
Noti ce of the public hearing nmust be published in a | egal newspaper of
general circulation within the proposed revitalization area at | east
ten days before the public hearing and posted in at |east six
conspi cuous public places located in the proposed revitalization area.
Noti ces nust describe the contenplated public inprovenents, estinate
the costs of the public inprovenents, describe the portion of the costs
of the public inprovenents to be borne by local revitalization
financi ng, describe any other sources of revenue to finance the public
i nprovenents, describe the boundaries of the proposed revitalization
area, and estimate the period during which local revitalization
financing is contenplated to be used. The public hearing may be held
by either the governing body of the sponsoring |ocal governnent, or a
commttee of the governing body that includes at |least a majority of
t he whol e gover ni ng body.

(2) To create a revitalization area, a sponsoring | ocal governnent
nmust adopt an ordi nance establishing the revitalization area that:

(a) Describes the public inprovenents proposed to be made in the
revitalization area;

(b) Describes the boundaries of the revitalization area, subject to
the limtations in section 105 of this act;

(c) Estimates the cost of the proposed public inprovenents and the
portion of these costs to be financed by Ilocal revitalization
fi nanci ng;

p. 9 2S5SB 5045. SL
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(d) Estimates the tinme during which |ocal property tax allocation
revenues, and ot her revenues fromlocal public sources, such as anounts
of local sales and use taxes from participating |ocal governnents, are
to be used for local revitalization financing;

(e) Provides the date when the use of |ocal property tax allocation
revenues wll comrence and a list of the taxing districts that have not
adopted an ordinance as described in section 106 of this act to be
removed as a participating taxing district;

(f) Finds that all of the requirenments in section 103 of this act
are net;

(g) Provides the anticipated rate of sales and use tax under
section 601 of this act that the local governnment wll inpose if
awarded a state contribution under section 401 of this act;

(h) Provides the anticipated date when the criteria for the sales
and use tax in section 601 of this act will be nmet and the antici pated
date when the sales and use tax in section 601 of this act wll be
i nposed.

(3) The sponsoring | ocal governnent nust deliver a certified copy
of the adopted ordinance to the county treasurer, the governing body of
each participating taxing authority and participating taxing district
within which the revitalization area is |ocated, and the departnent.

NEW SECTI ON.  Sec. 105. LIM TATIONS ON REVI TALI ZATI ON AREAS. The
designation of a revitalization area is subject to the follow ng
limtations:

(1) No revitalization area may have wthin its geographic
boundari es any part of a hospital benefit zone under chapter 39.100
RCW any part of a revenue devel opnent area created under chapter
39. 102 RCW any part of an increnent area under chapter 39.89 RCW or
any part of another revitalization area under this chapter;

(2) Arevitalization areais limted to contiguous tracts, |ots,
pi eces, or parcels of land without the creation of islands of property
not included in the revitalization area,;

(3) The boundaries may not be drawn to purposely exclude parcels
where economc growh is unlikely to occur;

(4) The public inmprovenents financed through bonds issued under
section 701 of this act nust be located in the revitalization area;

2SSB 5045. SL p. 10
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(5) Arevitalization area cannot conprise an area containing nore
than twenty-five percent of the total assessed value of the taxable
real property within the boundaries of the sponsoring | ocal governnent
at thetinme the revitalization area is created,

(6) The boundaries of the revitalization area may not be changed
for the time period that | ocal property tax allocation revenues, | ocal
sal es and use taxes of participating |ocal governnments, and the | ocal
sal es and use tax under section 601 of this act are used to pay bonds
i ssued under section 701 of this act and public inprovenent costs
within the revitalization area on a pay-as-you-go basis, as provided
under this chapter; and

(7) Arevitalization area nust be geographically restricted to the
| ocation of the public inprovenent and adjacent |ocations that the
sponsoring local governnment finds to have a high |Ilikelihood of
receiving direct positive business and economc inpacts due to the
public inmprovenent, such as a nei ghborhood or a bl ock.

NEW SECTION. Sec. 106. OPTING OUT AS A PARTIC PATI NG TAXI NG
DISTRICT. (1) Participating taxing districts nust allowthe use of al
of their | ocal property tax allocation revenues for | ocal
revitalization financing.

(2)(a) If a taxing district does not want to allow the use of its
property tax revenues for the | ocal revitalization financing of public
i nprovenents in arevitalization area, its governi ng body nust adopt an
ordinance to renove itself as a participating taxing district and nust
notify the sponsoring | ocal governnent.

(b) The taxing district nust provide a copy of the adopted
ordi nance and notice to the sponsoring |ocal governnent creating the
revitalization area before the anticipated date that the sponsoring
| ocal governnent proposes to adopt the ordinance «creating the
revitalization area as provided in the notice required by section
104(1)(a) of this act.

NEW SECTI ON. Sec. 107. OPTING IN OR OQUT AS A PARTI Cl PATI NG LOCAL
GOVERNMENT. (1) A participating |ocal government nust enter into an
interlocal agreenent as provided in chapter 39.34 RCWto participate in
| ocal revitalization financing with the sponsoring | ocal governnent.

p. 11 2SSB 5045. SL
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(2)(a) If a local governnent that inposes a sales and use tax under
RCW 82. 14. 030 does not want to participate in the local revitalization

financing of public inprovenents in a revitalization area, its
governi ng body nust adopt an ordi nance and notify the sponsoring | ocal
governnment that the taxing authority will not be a participating |ocal

gover nnent .

(b) The local governnment nust provide a copy of the adopted
ordi nance and the notice to the sponsoring |ocal governnent creating
the revitalization area before the antici pated date that the sponsoring
| ocal governnment proposes to adopt an ordinance creating the
revitalization area as provided in the notice required by section
104(1)(a) of this act.

PART 11|
LOCAL REVI TALI ZATI ON FI NANCI NG
USE OF LOCAL PROPERTY TAX ALLOCATI ON REVENUES TO PAY FOR
THE COST OF PUBLI C | MPROVEMENTS

NEW SECTI ON. Sec. 201. LOCAL PROPERTY TAX ALLOCATI ON REVENUES
(1) Comrencing in the second cal endar year followi ng the creation of a
revitalization area by a sponsoring |ocal governnment, the county
treasurer shall distribute receipts fromregular taxes inposed on rea
property located in the revitalization area as foll ows:

(a) Each participating taxing district and the sponsoring |oca
governnment nust receive that portion of its regqular property taxes
produced by the rate of tax levied by or for the taxing district on the
property tax allocation revenue base value for that | ocal
revitalization financing project in the taxing district; and

(b) The sponsoring |ocal government nust receive an additiona
portion of the regular property taxes levied by it and by or for each
participating taxing district upon the property tax allocation revenue
value within the revitalization area. However, if there is no property
tax allocation revenue value, the sponsoring |ocal government may not
receive any additional regular property taxes under this subsection
(1)(b). The sponsoring | ocal governnment may agree to receive |l ess than
the full amount of the additional portion of regular property taxes
under this subsection (1)(b) as |ong as bond debt service, reserve, and
ot her bond covenant requirenents are satisfied, in which case the

2SSB 5045. SL p. 12
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bal ance of these tax receipts shall be allocated to the participating
taxing districts that |evied regular property taxes, or have regul ar
property taxes levied for them in the revitalization area for
collection that year in proportionto their regular tax levy rates for
collection that year. The sponsoring |ocal governnent may request that
the treasurer transfer this additional portion of the property taxes to
its designated agent. The portion of the tax receipts distributed to
the sponsoring local governnent or its agent under this subsection
(1)(b) may only be expended to finance public inprovenent costs
associated wth the public inprovenents financed in whole or in part by
| ocal revitalization financing.

(2) The county assessor shall determi ne the property tax allocation
revenue value and property tax allocation revenue base value. This
section does not authorize revaluations of real property by the
assessor for property taxation that are not nade i n accordance with the
assessor's revaluation plan under chapter 84.41 RCW or under other
aut hori zed reval uati on procedures.

(3) The distribution of |ocal property tax allocation revenue to
the sponsoring |ocal governnent nust cease when |ocal property tax
al l ocation revenues are no longer obligated to pay the costs of the
public inprovenents. Any excess local property tax allocation
revenues, and earnings on the revenues, remaining at the tinme the
distribution of |local property tax allocation revenue term nates, nust
be returned to the county treasurer and distributed to the
participating taxing districts that inposed regular property taxes, or
had regul ar property taxes inposed for it, in the revitalization area
for collection that year, in proportion to the rates of their regul ar
property tax levies for collection that year.

(4) The allocation to the revitalization area of that portion of
the sponsoring |local governnent's and each participating taxing
district's regular property taxes levied upon the property tax
al l ocation revenue value within that revitalization area is declared to
be a public purpose of and benefit to the sponsoring | ocal governnent
and each participating taxing district.

(5) The distribution of |ocal property tax allocation revenues
under this section may not affect or be deened to affect the rate of
taxes levied by or wthin any sponsoring |ocal governnent and

p. 13 2SSB 5045. SL
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participating taxing district or the consistency of any such |evies
with the uniformty requirement of Article VII, section 1 of the state
Constitution.

PART 111
LOCAL REVI TALI ZATI ON FI NANCI NG
USE OF LOCAL SALES AND USE TAX | NCREMENTS TO PAY FOR
THE COST OF PUBLI C | MPROVEMENTS

NEW SECTI ON. Sec. 301. LOCAL SALES AND USE TAX | NCREMENTS. (1D
A sponsoring | ocal governnent may use annually | ocal sales and use tax
anounts equal to sone or all of its |ocal sales and use tax increnents
to finance public inprovenents in the revitalization area. The anounts
of local sales and use tax dedicated by a participating |ocal
gover nnment nust begin and cease on the dates specified in an interl ocal
agreenent authorized in chapter 39.34 RCW Sponsoring | ocal
governnments and participating |ocal governnents are authorized to
al l ocate sone or all of their |ocal sales and use tax increnent to the
sponsoring | ocal governnent as provided by section 107(1) of this act.

(2) The departnment, upon request, nust assist sponsoring | ocal
governments in estimating sales and use tax revenues from estimted
taxabl e activity in the proposed or adopted revitalization area. The
sponsoring | ocal governnent nust provide the departnent with accurate
i nformation descri bi ng t he geogr aphi cal boundari es of t he
revitalization area in an electronic format or in a manner as ot herw se
prescribed by the departnent.

PART |V
LOCAL REVI TALI ZATI ON FI NANCI NG - STATE CONTRI BUTI ON

NEW SECTI ON.  Sec. 401. APPLI CATI ON PROCESS- - DEPARTMVENT OF REVENUE
APPROVAL. (1) Prior to applying to the departnent to receive a state
contri bution, a sponsoring |ocal gover nment shal | adopt a
revitalization area within the limtations in section 105 of this act
and in accordance with section 104 of this act.

(2) As a condition to inposing a sales and use tax under section
601 of this act, a sponsoring |ocal governnent nust apply to the

2SSB 5045. SL p. 14
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departnment and be approved for a project award anobunt. The application
must be in a formand manner prescribed by the departnment and incl ude,
but not be limted to:

(a) Information establishing that over the period of tinme that the
| ocal sales and use tax will be inposed under section 601 of this act,
increases in state and | ocal property, sales, and use tax revenues as
a result of public inprovenents in the revitalization area will be
equal to or greater than the respective state and |ocal contributions
made under this chapter;

(b) I'nformation denonstrating that the sponsoring |ocal governnent
will neet the requirenents necessary to receive the full anount of
state contribution it is requesting on an annual basis;

(c) The anpbunt of state contribution it is requesting;

(d) The anticipated effective date for inposing the tax under
section 601 of this act;

(e) The estimated nunber of years that the tax will be inposed;

(f) The anticipated rate of tax to be inposed under section 601 of
this act, subject to the rate-setting conditions in section 601(3) of
this act, should the sponsoring |ocal governnent be approved for a
proj ect award; and

(g) The anticipated date when bonds under section 701 of this act

wi |l be issued.
The departnent shall nmake available electronic fornms to be used for
this purpose. As part of the application, each applicant nust provide
to the departnent a copy of the adopted ordinance creating the
revitalization area as required in section 104 of this act, copies of
any adopted interlocal agreenents fromparticipating | ocal governnents,
and any notices from taxing districts that elect not to be a
participating taxing district.

(3)(a) Project awards nust be determ ned on:

(1) Afirst-cone basis for applications conpleted in their entirety
and submtted el ectronically;

(i1) The availability of a state contribution;

(ti1) Whether the sponsoring |ocal governnment would be able to
gener ate enough tax revenue under section 601 of this act to generate
t he anount of project award requested.

(b) The total of all project awards nay not exceed the annual state
contribution limt.

p. 15 2SSB 5045. SL
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(c) If the level of available state contribution is |less than the
anount requested by the next avail abl e applicant, the applicant nust be
given the first opportunity to accept the |esser anount of state
contribution but only if the applicant produces a new application
within sixty days of being notified by the departnment and the
application describes the i npact on the proposed project as a result of
the | esser award in addition to new application information outlined in
subsection (2) of this section.

(d) Applications that are not approved for a project award due to
| ack of available state contribution nust be retained on file by the
departnment in order of the date of their receipt.

(e) Once total project awards reach the amount of annual state
contribution limt, no nore applications wll be accepted.

(f) If the annual contribution limt is increased, applications
w || be accepted again beginning sixty days after the effective date of
the increase. However, in the tine period before any new applications
are accepted, all sponsoring local governnents wth a conplete
application already on file with the departnment nust be provided an
opportunity to either wthdraw their application or update the
information in the application. The updated application nmust be for a
project that is substantially the sane as the project in the origina
application. The departnent nust consider these applications, in the
order originally submtted, for project awards prior to considering any
new appl i cati ons.

(4) The departnment shall notify the sponsoring | ocal governnent of
approval or denial of a project award within sixty days of the
departnent's receipt of the sponsoring |ocal governnment's application.
Determ nation of a project award by the departnent is final.
Notification nust include the earliest date when the tax authorized
under section 601 of this act may be inposed, subject to conditions in
chapter 82.14 RCW The project award notification nust specify the
rate requested in the application and any adjustnents to the rate that
woul d need to be nade based on the project award and rate restrictions
in section 601 of this act.

(5) The departnment nust begin accepting applications on Septenber
1, 2009.

2SSB 5045. SL p. 16
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NEW SECTI ON. Sec. 402. A new section is added to chapter 82.14
RCWto read as foll ows:

(1) Denonstration projects are designated to determne the
feasibility of local revitalization financing. For the purpose of this
section, "annual state contribution limt" mans two mllion two
hundred fifty thousand dol l ars st at ewi de per fiscal year.
Not wi t hst andi ng section 401 of this act, the departnent shall approve
each denonstration project as follows:

(a) The Whitman county Pul | man/ Mbscow corri dor inprovenent project
award shall not exceed two hundred t housand dol | ars;

(b) The University Place inprovenent project award shall not exceed
five hundred thousand dol | ars;

(c) The Tacoma international financial services areal/ Tacoma done
project award shall not exceed five hundred thousand doll ars;

(d) The Brenerton downtown inprovenent project award shall not
exceed three hundred thirty thousand dol |l ars;

(e) The Auburn downtown redevel opnent project award shall not
exceed two hundred fifty thousand doll ars;

(f) The Vancouver Col unbi a waterfront/downtown project award shal
not exceed two hundred twenty thousand doll ars; and

(g) The Spokane University District project award shall not exceed
two hundred fifty thousand doll ars.

(2) Local governnent sponsors of denonstration projects nust submt
to the departnment no |ater than Septenber 1, 2009, docunentation that
substantiates that the project has net the conditions, limtations, and
requi renents provided in this act.

(3) Wthin sixty days of such submttal, the departnent shal
approve denonstration projects that have net these conditions,
limtations, and requirenents.

(4) Local governnent sponsors of denonstration projects may el ect
to decline the project awards as designated in this section, and may
el ect instead to submt applications according to the process descri bed
in section 401 of this act.

PART V
ACCOUNTABI LI TY REPORTS

p. 17 2SSB 5045. SL
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NEW SECTION. Sec. 501. A new section is added to chapter 82.32
RCWto read as foll ows:

REPORTI NG REQUI REMENTS. (1) A sponsoring |ocal gover nnent
receiving a project award under section 401 of this act nust provide a
report to the departnent by March 1st of each year begi nning March 1st
after the project award has been approved. The report nust contain the
foll ow ng information:

(a) The ampunts of |ocal property tax allocation revenues received
in the preceding calendar year broken down by sponsoring |ocal
government and participating taxing district;

(b) The anmpunt of state property tax allocation revenues esti nated
to have been received by the state in the precedi ng cal endar year;

(c) The amount of |ocal sales and use tax and other revenue from
| ocal public sources dedicated by any participating |local governnment
used for the paynent of bonds under section 701 of this act and public
i nprovenent costs within the revitalization area on a pay-as-you-go
basis in the precedi ng cal endar year;

(d) The anobunt of Jlocal sales and use tax dedicated by the
sponsoring local governnent, as it relates to the sponsoring |oca
governnent's | ocal sales and use tax increnent, used for the paynent of
bonds under section 701 of this act and public i nprovenent costs within
the revitalization area on a pay-as-you-go basis;

(e) The anounts, other than those listed in (a) through (d) of this
subsection, fromlocal public sources, broken down by type or source,
used for paynent of bonds under section 701 of this act or public
i nprovenent costs within the revitalization area on a pay-as-you-go
basis in the precedi ng cal endar year;

(f) The anticipated date when bonds under section 701 of this act
are expected to be retired;

(g) The names of any businesses |locating within the revitalization
area as a result of the public inprovenents undertaken by the
sponsoring |ocal governnent and financed in whole or in part with | ocal
revitalization financing;

(h) An estimate of the cunul ati ve nunber of permanent jobs created
in the revitalization area as a result of the public inprovenents
undertaken by the sponsoring | ocal governnent and financed in whole or
in part wwth local revitalization financing;

2SSB 5045. SL p. 18



© 00 N O Ol WDN P

N NR R R R RR R R R R
= O © 0o NO o D W NP O

22
23
24

25
26
27
28
29
30
31
32
33
34
35
36

(i) An estimate of the average wages and benefits received by all
enpl oyees of businesses locating within the revitalization area as a
result of the public inprovenents undertaken by the sponsoring |oca
governnent and financed in whole or in part with local revitalization
fi nanci ng;

(j) Alist of public inprovenents financed by bonds issued under
section 701 of this act and the date on which the bonds are anti ci pated
to be retired;

(k) That the sponsoring l|local governnment is in conpliance wth
section 103 of this act;

(') At least once every three years, updated estimtes of the
anmounts of state and |local sales and use tax increnents estimated to
have been received since the approval by the departnent of the project
award under section 401 of this act; and

(m Any other information required by the departnent to enable the

departnment to fulfill its duties under this chapter and section 601 of
this act.

(2) The department shall make a report available to the public and
the |l egislature by June 1st of each year. The report shall include a

summary of the information provided to the departnment by sponsoring
| ocal governnents under subsection (1) of this section.

PART VI
LOCAL SALES AND USE TAX CREDI TED AGAI NST THE
STATE SALES AND USE TAXES

NEW SECTI ON. Sec. 601. LOCAL SALES AND USE TAX. (1) Any city or
county that has been approved for a project award under section 401 of
this act may inpose a sales and use tax under the authority of this
section in accordance with the ternms of this chapter. Except as
provided in this section, the tax is in addition to other taxes
authorized by law and nust be collected from those persons who are
taxable by the state under chapters 82.08 and 82.12 RCW upon the
occurrence of any taxable event within the taxing jurisdiction of the
city or county.

(2) The tax authorized under subsection (1) of this section is
credited against the state taxes inposed under RCW 82.08.020(1) and
82.12.020 at the rate provided in RCW 82.08.020(1). The depart nment
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must perform the collection of such taxes on behalf of the city or
county at no cost to the city or county. The taxes nmust be distributed
to cities and counties as provided in RCW82. 14. 060.

(3) The rate of tax inposed by a city or county may not exceed the
| esser of:

(a) The rate provided in RCW82.08.020(1), |ess:

(1) The aggregate rates of all other |ocal sales and use taxes
i nposed by any taxing authority on the sane taxabl e events;

(1i) The aggregate rates of all taxes under RCW 82.14.465 and
82.14.475 and this section that are authorized but have not yet been
i nposed on the sane taxable events by a city or county that has been
approved to receive a state contribution by the departnent or the
community econom c revitalization board under chapter 39.-- RCW (the
new chapter created in section 805 of this act) or chapter 39.100 or
39.102 RCW and

(ti1) The percentage anmount of distributions required under RCW
82.08.020(5) nultiplied by the rate of state taxes inposed under RCW
82.08.020(1); and

(b) The rate, as determned by the city or county in consultation
with the departnent, reasonably necessary to receive the project award
under section 401 of this act over ten nonths.

(4) The departnent, upon request, nust assist a city or county in
establishing its tax rate in accordance with subsection (3) of this
section. Once the rate of tax is selected through the application
process and approved under section 401 of this act, it may not be
i ncreased.

(5) (a) Except as provided in (c) of this subsection, no tax may be
i nposed under the authority of this section before:

(1) July 1, 2011

(ii) July 1st of the second cal endar year followng the year in
whi ch t he departnment approved the application nade under section 401 of
this act;

(ii1) The state sales and use tax increnent and state property tax
increnment for the precedi ng cal endar year equal or exceed the anpunt of
the project award approved by the departnent under section 401 of this
act; and

(1v) Bonds have been issued according to section 701 of this act.

2SSB 5045. SL p. 20
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(b) The tax inposed under this section expires the earlier of the
date that the bonds issued under the authority of section 701 of this
act areretired or twenty-five years after the tax is first inposed.

(c) For a denonstration project described in section 402 of this
act, no tax may be inposed under the authority of this section before:

(i) July 1, 2010; and

(i1) Bonds have been issued according to section 701 of this act.

(6) An ordinance or resolution adopted by the | egislative authority
of the city or county inposing a tax under this section nust provide
t hat :

(a) The tax will first be inmposed on the first day of a fisca
year;

(b) The cunul ative anount of tax received by the city or county, in
any fiscal year, nmay not exceed the anpbunt approved by the departnent
under subsection (10) of this section;

(c) The departnment nust cease distributing the tax for the
remai nder of any fiscal year in which either

(i) The anmpbunt of tax received by the city or county equals the
anount of distributions approved by the departnent for the fiscal year
under subsection (10) of this section; or

(11) The anmpbunt of revenue fromtaxes inposed under this section by
all cities and counties equals the annual state contribution|limt;

(d) The tax wll be distributed again, should it cease to be
distributed for any of the reasons provided in (c) of this subsection,
at the beginning of the next fiscal year, subject to the restrictions
in this section; and

(e) The state is entitled to any revenue generated by the tax in
excess of the anmounts specified in (c) of this subsection.

(7) 1f a city or county receives approval for nore than one
revitalization area within its jurisdiction, the city or county nmay
i npose a sales and use tax under this section for each revitalization
ar ea.

(8 The departnent mnust determne the anobunt of tax receipts
distributed to each city and county inposing a sal es and use tax under
the authority of this section and nust advise a city or county when tax
distributions for the fiscal year equal the anobunt determ ned by the
departnent in subsection (10) of this section. Determ nations by the
departnent of the anount of tax distributions attributable to a city or

p. 21 2SSB 5045. SL



© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNMNDNMNDNDDDNMNDMNMNMNMNNNMNPRPPRPPRPPRPERPEPRPPRPRPPREPE
N o oA WNEFE OO 0o NP WDNPE OO oo N O wWw DN BEe o

county are not appeal able. The departnment nust remt any tax receipts
in excess of the anmbunts specified in subsection (6)(c) of this section
to the state treasurer who nust deposit the noney in the general fund.

(9) If a city or county fails to conply with section 501 of this
act, no tax may be distributed in the subsequent fiscal year until such
time as the city or county conplies and the departnent cal cul ates the
state contribution anmpbunt according to subsection (10) of this section
for the fiscal year.

(10)(a) For each fiscal year that a city or county inposes the tax
under the authority of this section, the department nust approve the
anount of taxes that may be distributed to the city or county. The
anount approved by the departnent under this subsection is the |esser
of :

(1) The state contribution;

(1i) The amount of project award granted by the departnent as
provided in section 401 of this act; or

(tit) The total amount of revenues from local public sources
dedicated in the precedi ng cal endar year, as reported in the required
annual report under section 501 of this act.

(b) A city or county may not receive, in any fiscal year, nore
revenues from taxes inposed under the authority of this section than
t he anount approved annually by the departnent.

(11) The anmount of tax distributions received from taxes inposed
under the authority of this section by all cities and counties is
l[imted annually to not nore than the anmount of annual state
contribution limt.

(12) The definitions in section 102 of this act apply to this
section subject to subsection (13) of this section and unless the
context clearly requires otherw se.

(13) For purposes of this section, the follow ng definitions apply:

(a) "Local sales and use taxes" neans sal es and use taxes inposed
by cities, counties, public facilities districts, and other |ocal
governnments under the authority of this chapter, chapter 67.28 or 67.40
RCW or any other chapter, and that are credited against the state
sal es and use t axes.

(b) "State sales and use taxes" neans the taxes inposed in RCW
82.08.020(1) and 82.12.020.
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NEW SECTION. Sec. 602. USE OF SALES AND USE TAX FUNDS. Money
collected fromthe taxes inposed under section 601 of this act may be
used only for the purpose of paying debt service on bonds issued under
the authority in section 701 of this act.

PART VI |
BOND AUTHORI ZATI ON

NEW SECTI ON.  Sec. 701. | SSUANCE OF GENERAL OBLI GATI ON BONDS. (1)
A sponsoring local government <creating a revitalization area and
aut hori zing the use of local revitalization financing may incur general
i ndebt edness, and i ssue general obligation bonds, to finance the public
i nprovenents and retire the indebtedness in whole or in part froml ocal
revitalization financing it receives, subject to the followng
requi renents:

(a) The ordinance adopted by the sponsoring |ocal governnment
creating the revitalization area and authorizing the use of |ocal
revitalization financing indicates an intent to incur this indebtedness
and t he maxi nrumanount of this indebtedness that is contenpl ated; and

(b) The sponsoring | ocal governnent includes this statenent of the
intent in all notices required by section 104 of this act.

(2) The general indebtedness incurred under subsection (1) of this
section may be payable from other tax revenues, the full faith and
credit of the sponsoring |ocal governnment, and nontax incone, revenues,
fees, and rents fromthe public inprovenents, as well as contri butions,
grants, and nontax noney available to the |ocal governnent for paynent
of costs of the public inprovenents or associ ated debt service on the
general indebtedness.

(3) In addition to the requirenents in subsection (1) of this
section, a sponsoring |local governnent creating a revitalization area
and authorizing the use of local revitalization financing may require
any nonpublic participants to provi de adequate security to protect the
public investnment in the public inprovenment within the revitalization
ar ea.

(4) Bonds issued under this section nust be authorized by ordi nance
of the sponsoring |local governnent and may be issued in one or nore
series and nmust bear a date or dates, be payable upon demand or nmature
at a tinme or times, bear interest at a rate or rates, be in a
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denom nati on or denom nations, be in a formeither coupon or registered
as provided in RCW 39.46.030, carry conversion or registration
privileges, have a rank or priority, be executed in a manner, be
payabl e in a nediumof paynent, at a place or places, and be subject to
ternms of redenption with or without prem um be secured in a manner,
and have other characteristics, as may be provided by an ordi nance or
trust indenture or nortgage issued pursuant thereto.

(5) The sponsoring | ocal governnent may annually pay into a fund to
be established for the benefit of bonds issued under this section a
fi xed proportion or a fixed anmount of any | ocal property tax allocation
revenues derived from property wthin the revitalization area
contai ning the public inprovenents funded by the bonds, the paynent to
continue until all bonds payable fromthe fund are paid in full. The
| ocal governnment may also annually pay into the fund established in
this section a fixed proportion or a fixed anount of any revenues
derived fromtaxes inposed under section 601 of this act, such paynent
to continue until all bonds payable fromthe fund are paid in full
Revenues derived fromtaxes inposed under section 601 of this act are
subject to the use restriction in section 602 of this act.

(6) In case any of the public officials of the sponsoring |oca
gover nnent whose si gnatures appear on any bonds or any coupons issued
under this chapter cease to be the officials before the delivery of the
bonds, the signatures nust, nevertheless, be valid and sufficient for
all purposes, the sane as if the officials had remained in office until
the delivery. Any  provision of any law to the contrary
notw t hstanding, any bonds issued under this chapter are fully
negoti abl e.

(7) Notwi thstanding subsections (4) through (6) of this section
bonds issued under this section may be issued and sold in accordance
wi th chapter 39.46 RCW

NEW SECTION. Sec. 702. USE OF TAX REVENUE FOR BOND REPAYMENT. A
sponsoring | ocal governnent that issues bonds under section 701 of this
act to finance public inprovenents may pledge for the paynent of such
bonds all or part of any local property tax allocation revenues derived
fromthe public inprovenents. The sponsoring |ocal governnment may al so
pl edge all or part of any revenues derived from taxes inposed under
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section 601 of this act and held in connection with the public
I nprovenent s. All  of such tax revenues are subject to the wuse
restriction in section 602 of this act.

NEW SECTION. Sec. 703. LIMTATION ON BONDS |SSUED. The bonds
i ssued by a | ocal governnent under section 701 of this act to finance
public inprovenents do not constitute an obligation of the state of
Washi ngton, either general or special.

PART VI |
M SCELLANEQUS

NEW SECTION. Sec. 801. SEVERABILITY. I f 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 i s not affected.

NEW SECTION. Sec. 802. CAPTIONS AND PART HEADI NGS NOTI LAW
Captions and part headings used in this act do not constitute any part
of the | aw.

NEW SECTION. Sec. 803. AUTHORITY. Nothing in this act may be
construed to give port districts the authority to i npose a sal es or use
tax under chapter 82.14 RCW

NEW SECTION. Sec. 804. ADM NI STRATION BY THE DEPARTMENT. The
departnent of revenue may adopt any rules under chapter 34.05 RCWit
consi ders necessary for the adm nistration of this chapter.

NEW SECTI ON.  Sec. 805. Sections 101 through 401 and 701 through
804 of this act constitute a new chapter in Title 39 RCW

NEW SECTI ON. Sec. 806. Sections 601 and 602 of this act are each
added to chapter 82.14 RCW

Passed by the Senate April 20, 2009.

Passed by the House April 16, 20009.

Approved by the Governor April 29, 2009.

Filed in Ofice of Secretary of State April 29, 20009.
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