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Metropolitan King County Council
Committee of the Whole

STAFF REPORT

	Agenda Item:
	7 & 8
	Name:
	April Sanders

	Proposed No.:
	2020-0337 & 
2020-0319
	Date:
	 October 6, 2020



SUBJECT

Proposed Ordinance 2020-0337 would impose an additional 1/10th of 1% sales and use tax for housing and related services.

Proposed Ordinance 2020-0319 would establish the health through housing fund.

SUMMARY

Proposed Ordinance 2020-0337 – This proposed ordinance would impose a 1/10th of 1% sales and use tax for housing and related services.  House Bill 1590, which passed the Washington state legislature in 2020, authorized counties to impose the tax using councilmanic authority.  Counties had until September 30, 2020 to impose the tax, at which point cities gained the authority to impose the tax themselves.  If a city chooses to impose the tax before the County, the County would be required to credit the full amount of the tax imposed by the city back to that jurisdiction.  

Proceeds are required to be used for a variety of purposes, broken out in greater detail in the Background section below.  These purposes include constructing affordable housing, constructing mental and behavioral health-related facilities, funding operations and maintenance of new affordable housing units are newly constructed evaluation and treatment centers, and the operation, delivery or evaluation of mental and behavioral health treatment programs and services or housing-related services.

If the Council chooses to impose the tax before October 17, 2020, and no cities impose the tax by that point, collections would begin on January 1, 2021 and provide approximately $140 million in revenue for the upcoming biennium.  Imposing the tax after that point would impact the collection start date and revenue generated. 

Proposed Ordinance 2020-0319 – This proposed ordinance establishes the Health through Housing fund to house and distribute proceeds from the proposed housing sales tax.


BACKGROUND 

House Bill 1590[footnoteRef:1] and RCW 82.14.530 [1:  https://app.leg.wa.gov/billsummary?BillNumber=1590&Year=2019&Initiative=false] 


During the 2020 legislative session, the legislature passed House Bill 1590, which amended RCW 82.14.530.  Previously, this housing sales tax was required to go to the ballot for authorization from voters before enactment, but House Bill 1590 provided the option for the tax to be councilmanic.  

Counties were given until September 30, 2020 to impose the tax countywide.  After that date, cities could impose the tax (either by ballot or councilmanic).  If a county imposes the tax after one or more cities have already done so, the county must provide a credit to those cities for the full amount collected within each jurisdiction.  At the time of this staff report, no cities have enacted such a tax.

State statute specifies the activities and services for which the tax may be used.  Please see the table below for an overview of the statute’s spending requirements.

Table 1. Overview of Spending Allocation Requirements

	Allocation
	Requirements

	At least 60% of proceeds
	1) Constructing affordable housing – including new units within an existing structure and facilities providing housing-related services;
2) Constructing mental and behavioral health-related facilities;
3) Funding operations and maintenance of new affordable housing and facilities where housing-related programs are provided, or newly constructed evaluation and treatment centers

	Remaining Funds
	1) Used for operation, delivery or evaluation of mental and behavioral health treatment programs and services or housing-related services



Note that only the following population groups with at or below 60% median income for King County may be provided affordable housing and facilities providing housing-related programs generated using housing sales tax revenue:

1) Persons with behavioral health disabilities;
2) Veterans;
3) Homeless, or at-risk of being homeless, families with children;
4) Unaccompanied homeless youth or young adults;
5) Persons with disabilities; or
6) Domestic violence survivors.

Counties imposing the tax must consult with cities when siting facilities within jurisdictional boundaries.  Additionally, the county must spend at least 30% of revenue collected within any city with a population over 60,000 within that jurisdiction.  Currently, the following cities have populations over 60,000: Seattle, Bellevue, Kent, Renton, Federal Way, Kirkland, Auburn, Redmond, and Sammamish.

The state statute allows for the county to issue general obligation or revenue bonds and pledge up to 50% of the monies collected for bond repayment.  Bonded revenue may finance provision or construction of affordable housing, facilities where housing-related programs are provided, or evaluation and treatment centers.

ANALYSIS

Proposed Ordinance 2020-0337

Proposed Ordinance 2020-0337 imposes a sales and use tax of 1/10th of 1% for housing and related services, as authorized in RCW 82.14.530.  Proceeds from the tax would be deposited into the Health through Housing fund, which would be created through Proposed Ordinance 2020-0319.

Proceeds

Proceeds would be spent on the uses outlined in state statute and described above, prioritizing those within the specified population groups in RCW 82.14.520(2)(b) and whose income does not exceed 30% of the King County area median income (AMI).  Additionally, proceeds would be allocated with the objective of reducing racial and ethnic disproportionality among those experiencing chronic homelessness.  The specification of 30% maximum AMI and the objective of reducing racial and ethnic demographic disproportionalities are set forth in the proposed ordinance and are not required by state statute. 

Interaction with Cities

The state statute has specific requirements for how proceeds shall be expended within cities.  This means that the county would have to consult with a city before constructing any facilities within city limits.  Additionally, King County would have to allocate at least 30% of proceeds collected within cities with a population over 60,000 to taxable activities within that city’s boundary.  Note that if the county imposes the tax after a city within the county has imposed the tax, the county must provide a credit against its tax for the full amount of tax imposed by the city.  

Bonding

The Proposed Ordinance would also provide the County with the authority to issue bonds and use up to 50% of the monies collected for repayment of those bonds.  The Executive has indicated through the 2021-2022 proposed biennial budget an intent to develop a bond package for $400 million over the next biennium.

Timing and Collections

RCW 82.14.055 requires that a local sales and use tax change may take effect no sooner than 75 days after the Department of Revenue (DOR) receives notice of the change.  Executive staff indicate that final passage by Council is sufficient to notify DOR.  Additionally, collection can only begin on the first day of January, April or July of any given year.  Below is a chart outlining deadlines for Council passage if the Council would like to begin collections at various points in time: 

Table 2. Timing Considerations for Implementation

	Revenue Collection Begins
	Deadline to Pass Council[footnoteRef:2] [2:  Note that these dates reflect the deadline for DOR to receive notification of the sales and use tax.  Approval would take place at the Council meeting prior to these dates.] 

	2021-2022 Estimated Revenues

	January 1, 2021
	October 17, 2020
	$140,022,330

	April 1, 2021
	January 15, 2021
	$122,519,539

	July 1, 2021
	April 16, 2021
	$106,211,354



Note that these revenue estimates assume County action before any cities impose the tax.

Executive's Proposed Use of Proceeds in 2021-2022 Biennium

In the 2021-2022 proposed biennial budget, the Executive proposes distributing the health through housing allocation across various appropriation units as follows:

· Behavioral Health Fund -- $8.7 million
· Housing and Community Development Fund -- $446.7 million[footnoteRef:3] [3:  Note that this assumes approval of a $400 million bond package.] 

· Health through Housing Fund -- $96.7 million
· Limited Tax General Obligation Debt Service Fund -- $36.9 million

Note that these proposed expenditures will be analyzed further during deliberations on the 2021-2022 biennial budget ordinance (Proposed Ordinance 2020-0306).  

Proposed Ordinance 2020-0338

Proposed Ordinance 2020-0338, which is not on the agenda for the Committee of the Whole's October 6th meeting, would require the Executive to transmit a proposed initial Health through Housing implementation plan by June 30, 2021 for approval by Council.  This proposed ordinance details specific items to be included in the Plan.  Proposed Ordinance 2020-0338 is a mandatory dual referral and has been referred to both the Committee of the Whole and the Regional Policy Committee.

Proposed Ordinance 2020-0319

Proposed Ordinance 2020-0319 would establish the Health through Housing fund and add a new chapter to K.C.C. chapter 4A to codify the fund’s creation.  It would be a first-tier special revenue fund to collect the 1/10th of 1% sales tax for housing and related services; this ordinance would only need to be adopted if the Council adopts legislation to impose the housing sales tax.

The Department of Community and Human Services would serve as the manager of the fund and proceeds would be spent in accordance with the authorizing state statute.  Additional direction on allocations of these monies would be in Proposed Ordinance 2020-0037, imposing the sales and use tax, as well as Proposed Ordinance 2020-0338, directing the creation of an Implementation Plan.

INVITED

· Leo Flor, Director, Department of Community and Human Services
· Mark Ellerbrook, Division Director, Housing, Homelessness and Community Development Division

ATTACHMENTS

1. Proposed Ordinance 2020-0319
2. Proposed Ordinance 2020-0337
3. PO 2020-0319 Transmittal Letter
4. PO 2020-0319 Fiscal Note
5. [bookmark: _GoBack]Fiscal Note for PO 2020-0311[footnoteRef:4] [4:  Note that the Executive transmitted Proposed Ordinance 2020-0311, which would impose a housing sales tax.  The Council introduced and referred a separate ordinance (Proposed Ordinance 2020-0337) to impose the sales tax for consideration.  ] 
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