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SUBJECT

A briefing on ESHB 2263, which provided sales and use tax options for cultural access and services and facilities for vulnerable populations.

SUMMARY:

In 2015, the Washington State Legislature passed ESHB 2263, which provided options for Washington counties to seek voter approval for funding for: 

· Up to a 0.1 percent sales tax increase for a cultural access program; and
· Up to a 0.1 percent sales tax increase for constructing affordable housing and facilities providing housing-related programs for individuals with income at or below 60 percent of the county median income and belonging to certain populations; constructing mental and behavioral health-related facilities; and certain operations, maintenance, and delivery costs.

If the county does not act to create a Cultural Access Program and place a proposition on the ballot by June 30, 2017, then any city within the county can do so.  Similarly, if the county does not act to impose the tax for housing and related services by October 8, 2018, then any city within the county can do so and the county must provide a credit against its tax for the full amount imposed by any city.

A 0.1 percent sales tax is estimated to generate approximately $67.4 million in 2018.

ANALYSIS:

ESHB 2263 is codified in Revised Code of Washington (RCW) 36.160 and RCW 82.14.530.  This staff report will refer to the codified statutes.

RCW 82.14.530 – Sales and Use Tax for Housing and Related Services

Washington state law (RCW 82.14.530) allows counties to submit to the voters a proposition to impose a sales and use tax of up to one-tenth of one percent for housing and related services.  If King County does not act to impose the tax for housing and related services by October 8, 2018, then any city within the county can do so.[footnoteRef:1]   [1:  If the county were to impose the tax after a city, the county would be required to provide a credit against its tax for the full amount of tax imposed by the city.] 


A minimum of 60 percent of the moneys collected must be used for any of the following purposes:

(1) Constructing affordable housing, which may include new units of affordable housing within an existing structure, and facilities providing housing-related services; or
(2) Constructing mental and behavioral health-related facilities; or
(3) Funding the operations and maintenance costs of new units of affordable housing and facilities where housing-related programs are provided, or newly constructed evaluation and treatment centers.

The affordable housing and facilities providing housing-related programs described in (1) above may only be provided to individuals within any of the following population groups whose income is at or below 60 percent of the median income of the county imposing the tax:

· Persons with mental illness;
· Veterans;
· Senior citizens;
· Families with children who are homeless or at-risk of being homeless
· Unaccompanied homeless youth or young adults;
· Persons with disabilities; or
· Domestic violence survivors.

The remaining 40 percent  of the moneys must be used for operation, delivery, or evaluation of mental and behavioral health treatment programs and services or  housing-related services.  

The moneys collected could be used to offset reduced state or federal funds and up to 10 percent of the moneys collected may be used to supplant existing local funds.

RCW 82.14.530 also provides the county the authority to issue general obligation or revenue bonds to finance the provision or construction of affordable housing, facilities where housing-related programs are provided, or evaluation and treatment centers. Up to 50 percent of the moneys collected may be pledged  to repay the bonds.  

Based on the current estimate of $67.4 million that would be collected with a 0.1 percent sales tax in 2018, the proceeds could potentially be allocated as shown below:

· At least $40.4 million (60 percent of the estimated $67.4 million) must be used for constructing affordable housing; constructing mental health or behavioral health facilities; or funding operations and maintenance of new affordable housing units, facilities where housing-related services are provided, or new evaluation and treatment centers.  

· Of this amount, up to $33.7 million (50 percent of the estimated $67.4 million) could be pledged for repayment of revenue or general obligation bonds.  Note that fluctuations in sales tax sales would affect the actual amount of taxes collected and could make it difficult to determine the amount that could be pledged for  debt service.

· Up to $27.0 million (40 percent of the estimated $67.4 million) for mental and behavioral health treatment programs or housing-related services.

RCW 36.160 – Cultural Organizations

RCW 36.160 allows Washington counties to create cultural access programs that provide funding for public school access to arts, science, and heritage organizations; regional cultural organizations to provide increased public benefits; and community-based cultural organizations to expand their programs.  If the county does not act to create a cultural access program by June 30, 2017, then any city within the county can do so.

According to the state law, cultural access programs are intended for “enhancing and extending the education reach and offerings of cultural organizations; ensuring continued and expanded access to the facilities and programs of cultural organizations by economically and geographically underserved populations; and providing financial stability to the organizations.”  

In King County, the program can be funded by up to 0.1 percent of local sales tax for seven years[footnoteRef:2], conditioned on a vote of the people. The funds must be used for public benefits and may not supplant County and State funds customarily provided to cultural organizations.  The state law also specifies how the proceeds are to be allocated (shown in Table 1 below). [2:  The cultural access sales and use tax may be reimposed for an additional seven year period with voter approval.] 


On March 9, 2017, the Executive transmitted to the King County Council Proposed Ordinance 2017-0104, which would create a cultural access program entitled “Access for All.”  The program would be funded by a 0.1 percent local sales tax if approved by voters at a special election on August 1, 2017.  The program would be administered by 4Culture.

The local sales and use tax  is projected to raise $67.4 million in 2018. As provided by state law, funds are proposed to be allocated as shown in Table 1.

Table 1. Access for All Proposed Funding Allocation
	Category
	Executive Proposal[footnoteRef:3] [3:  According to the Fiscal Note accompanying Proposed Ordinance 2017-0104] 

	State Law 
Requirement[footnoteRef:4] [4:  RCW 36.160] 


	Startup costs
	$490,000
	May repay startup funds provided by the County

	Program Administration
	$843,000
	Up to 1.25%

	Public School
Access Program
	$6.6 million
+$7.5 million 
(from regional orgs)
$14.1 million
	10% of the remaining funds

	Regional Cultural Organizations
	$37.6 million
-$7.5 million 
(to school access)
$30.1 million
	70% of the remaining funds go to regional organizations[footnoteRef:5] [5:  Regional organizations are defined as having annual budgets of 1) at least $3 million or 2) an annual budget of at least $1.25 million and annual attendance of over 50,000.] 


(At least 20% of these funds must be used for participation in the school access program)

	Community-based cultural organizations
	$1.7 million (admin)
$20.1 million (community orgs)
	All remaining funds, with up to 8% going to 4Culture’s admin costs



ATTACHMENTS:

1. Revised Code of Washington 82.14.530
2. Revised Code of Washington 36.160
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