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Introduction
Welcome to MRSC’s 2020 Budget Suggestions! This publication has become an annual tradition, a trademark
publication that we are proud to produce for local government. As always, we try to provide you with timely
and relevant information to help you develop your budget, within the constraints we face in obtaining various
components of information from state and federal agencies.
Budget Suggestions focuses primarily on the mandatory budget timelines for cities, towns, and counties; core
revenues and state shared revenue forecasts; economic indicators; state legislation; and proposed initiatives
that may impact your budget development for the forthcoming year and beyond. The budgetary procedures
and deadlines shown in this publication are the absolute minimums. Budgeting is a team effort that frequently
requires more time than anticipated, so we encourage you to start your budget process early to allow enough
time for internal meetings and public hearings to address your jurisdiction’s budget concerns.
There is also a wealth of budget-related information on the MRSC website, and throughout the publication you
will see links to our budget webpages for further information. We also have a few budgeting tools that are only
available to you via the website, such as our State Shared Revenue Estimator that automatically populates
your entity’s per capita state shared revenue projections for the upcoming year. We also have a downloadable
Outlook calendar for cities that sets the key dates for the budget process into your calendar, including calendar
reminders and links to relevant MRSC webpages. For those new to the budget process, we hope it is a valuable
tool.
MRSC’s Financial Policies Tool Kit helps local government entities maintain their fiscal health through policy
areas such as fund balance, reserves, asset and debt management, and cost allocation. An annual review/update
of your financial policies should be a part of your pre-budget process to ensure that they are still relevant and
meet your jurisdiction’s objectives.
And finally, for those of you looking to generate additional revenue or to better understand your existing revenue
sources, we recently re-wrote and re-published our City Revenue Guide and County Revenue Guide, including
in-depth discussion of property taxes, sales taxes, ballot measures, and much more.
You can view all of these resources and more at mrsc.org/budgeting.
This is our 76th anniversary edition of Budget Suggestions. This publication was first published for the 1944
budget year by our predecessor organization, the Bureau of Government Research, and since 1970 it has been
published under the MRSC name. It is always interesting to see how some things change, but so many others
remain the same. Developing a strategic, thoughtful, and relevant budget for local government has always been
and will always be the objective.
Just like your budget, Budget Suggestions is a team effort. Toni Nelson, Finance Consultant, is the primary
author. Mike Bailey, Finance Consultant, contributed the sections on the state and national economies. Steve
Hawley, Senior Communications Coordinator, edited the publication and assembled the final document. If you
have any comments about this year’s Budget Suggestions publication or our online budget resources, we’d love
to hear them! Please send your comments to Toni Nelson at tnelson@mrsc.org.
Happy budgeting!

Table of Contents

⊳ Previous Page

⊲ Next Page

2020 Budget Suggestions

1

The Budget Process
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2020 Budget Calendar – Cities and Towns
The annual budget preparation procedures and deadlines for cities are found in chapter 35A.33 RCW (code
cities) and chapter 35.33 RCW (all other cities and towns except Seattle) and outlined below.
The pre-budget items listed below are recommendations only and are not required by statute. The rest of the
items are based on statutory deadlines; cities and towns can take these steps earlier than listed or adopt different
deadlines for some of these steps by ordinance or charter.
We recommend that each city and town develop a timeline that best meets its needs, assures compliance with
the statutes, and provides sufficient time to prepare this vital financial plan.
For examples of budget preparation calendars adopted by cities and towns, as well as a downloadable calendar
that will load all of this information directly into your Outlook calendar, see our webpage 2020 Budget Calendar
for Cities and Towns.
For a detailed explanation of the budget requirements, as well as some helpful practice tips, see our webpage
Budget Preparation Procedures for Cities and Towns.

March—
August

Pre-Budget Items
Council retreat
Update and/or adopt financial policies
Public hearings for capital facility plan updates
Public forums or community outreach (ex: community priorities)
Mayor/manager communicates budget objectives to staff

September Sept 9 Budget request to all department heads
Sept 9–22 Department heads prepare estimates of revenues and expenditures
Clerk prepares estimates for debt service and all other estimates

Sept 23 Budget estimates from department heads filed with clerk
Sept 25 Implicit price deflator calculated (only applies to cities of 10,000+ population)

October

Oct 1 Clerk provides estimates filed by department heads to mayor/manager showing
complete financial program

Oct 7 Mayor/manager provides council with estimates of revenues from all sources including
estimates prepared by clerk for consideration of setting property tax levy

Mid-October to Mid-November (suggested timeframe)
Required public hearing on revenue sources including possible increases in property tax

November

Nov 1 Mayor/manager prepares preliminary budget and budget message; files with clerk and council
Nov 1–18 Publication notice of preliminary budget and final hearing
Nov 1–25 Public hearing(s) on preliminary budget
Nov 20 Copies of budget available to public
Nov 30 Property tax levies set by ordinance and filed with county assessor

December

Dec 2 Final budget hearing
Dec 31 Budget adoption
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2020 Budget Calendar – Counties
The budget preparation procedures and deadlines for counties are found in chapter 36.40 RCW and outlined
below. The procedures and requirements are the same for both annual and biennial budgets, although biennial
budgets have an additional mid-biennium review and adjustment period (see page 6).
The pre-budget items listed below are included as recommendations only and are not required by statute. The
rest of the items are statutory deadlines; the board of commissioners may alter the dates for some of these budget
processes to conform to the optional alternative preliminary budget hearing date in December (RCW 36.40.071).
Many counties have adopted alternative dates, and we recommend that each county develop a timeline that
best meets its needs, assures compliance with the statutes, and provides sufficient time to prepare this vital
financial plan.
For examples of budget preparation calendars adopted by counties, see our webpage 2020 Budget Calendar
for Counties.
For a detailed explanation of the budget requirements, as well as some helpful practice tips, see our webpage
Budget Preparation Procedures for Counties.

March—
June

Pre-Budget Items

July

July 8* County auditor or chief financial officer (CFO) notifies all officials of the request for budget

August

Before Aug 12* Auditor or CFO prepares estimates for debt service and all other estimates not

Strategic planning sessions to develop goals and priorities
Update and/or adopt financial policies
Public hearings for capital facility plan updates for GMA planning counties
Capital improvement plan updates for partially planning GMA counties
Communicate budget objectives to county departments and elected offices

called for in the notification to officials

Aug 12* Budget estimates from all officials filed with auditor or CFO

September Sept 3* Preliminary county budget prepared by auditor or CFO is submitted to the commissioners
Sept 23* Notice of public hearing on budget and tax levies
Copies of budget available to the public

Sept 25 Implicit price deflator calculated (only applies to counties of 10,000+ population)

October/
November

Oct 7* Final budget hearing by board of commissioners

December

Dec 2 Alternate final budget hearing on preliminary budget

Nov 30 Property tax levies set by ordinance/resolution and filed with county assessor

Dec 31 Budget adoption
* Dates may be altered if county is using alternate budget calendar
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Biennial Budgets
CITIES AND TOWNS

All cities and towns may budget on a biennial (two-year) basis if desired (see chapter 35A.34 RCW for code cities
and chapter 35.34 RCW for all other cities and towns). By statute, the biennial fiscal period must start on January
1 of an odd-numbered year and end on December 31 of the following even-numbered year.
The current biennial budget period is 2019-2020, which means all cities and towns that budget on a biennial
basis will be preparing their mid-biennium review this year (see below). This means that these cities must review
and modify the budget by ordinance sometime between September 1 and December 31, 2019 (RCW 35.34.130/
RCW 35A.34.130). Next year, all cities budgeting on a biennial basis will prepare their 2021-2022 budgets
according to the same procedures and deadlines as an annual budget (see page 3).
Any city or town that currently budgets on an annual basis and wants to switch to a biennial budget process
must pass an ordinance to that effect no later than June 30 of the preceding even-numbered year, six months
before the beginning of the fiscal biennium (RCW 35A.34.040/RCW 35.34.040). The deadline for adopting an
ordinance establishing a biennial budget process for the next biennium (2021-2022) is June 30, 2020.
The same statute also allows a city or town to revert from a biennial budget process to an annual budget process
by repealing the ordinance that established the biennial process. The repeal must take effect at the end of a
fiscal biennium; cities and towns may not abandon the biennial budget process halfway through the biennium.
During the final (even-numbered) year of the biennium, the city or town would then prepare and adopt an annual
budget to take effect January 1 of the following (odd-numbered) year.
For more information, including a list of cities and towns using a biennial budget process, examples of
resolutions adopting or abandoning a biennial budget process, and examples of biennial budget preparation
calendars, see our webpage on Biennial Budgeting.
For information on public hearing requirements, see page 9.

Mid-Biennium Review and Adjustment Dates for Cities and Towns
September 1-December 31, 2019: Mid-biennial review and modification must be completed no sooner
than September 1 and no later than December 31. Public hearing and public notice are required and
modifications, if any, must be adopted by ordinance. Copies of the mid-biennial review must be transmitted
to the State Auditor’s Office and MRSC (representative for AWC) after adoption (see RCW 35.34.120/RCW
35A.34.120).
November 30, 2019: Deadline for cities/towns using a biennial budget to certify to the county assessor the
amount of property taxes to be levied for the second year of the biennium. Any city/town that misses this
deadline may not increase its 2020 levy above its 2019 level.
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COUNTIES

Any county may adopt a biennial budget (RCW 36.40.250). Unlike cities, counties may start the biennium on
January 1 of any year.
The calendar for developing a biennial budget is identical to the annual budget calendar (see page 4). In
addition, each county adopting a biennial budget must provide for a mid-biennial budget review and modification
for the second year of the budget cycle. The modification must be adopted by resolution or ordinance. No exact
deadline is provided, but in practice the budget should be reviewed and modified by the end of the first year of
the biennial budget cycle.
To switch from an annual budget process to a biennial budget process, a county must adopt a resolution or
ordinance to that effect. Unlike cities, the county statute gives no indication of when this ordinance or resolution
must be passed. Practically speaking, it probably needs to be done no later than April 1 so that the request for
budget proposals to county officials and department heads can outline the change and allow sufficient time to
prepare the estimates that are due to the county auditor or CFO in August.
The statute also provides an option for counties to adopt a biennial budget for some funds – with the same
mandatory mid-biennium adjustment – and an annual budget for others.
A county may also revert to an annual budget process by repealing the ordinance that established the biennial
process. The repeal must take effect at the end of a fiscal biennium; counties may not abandon the biennial
budget process halfway through the biennium. During the final year of the biennium, the county would then
prepare and adopt an annual budget to take effect January 1 of the following year.
For more information, including a list of counties using a biennial budget process, examples of resolutions
adopting or abandoning a biennial budget process, and examples of biennial budget preparation calendars, see
our webpage Biennial Budgeting.
For information on public hearing requirements, see page 9.

Mid-Biennium Review and Adjustment Dates for Counties
November 30: Deadline for board of county commissioners to certify to the county assessor the amount of
property taxes to be levied for the coming fiscal year, regardless of whether the county is using an annual or
biennial budget process. Any county that misses this deadline may not increase its levy above its current level.
December 31: Suggested deadline for mid-biennium review and modification. While RCW 36.40.250
requires a mid-biennium review and modification, it does not provide specific deadlines for this procedure
but refers the county to the State Auditor for requirements. The State Auditor’s Office BARS Manuals do
not not currently prescribe any specific requirements for this mid-biennium review. Our office recommends
using the same public hearing and public notice process that is used for a supplemental budget
appropriation (RCW 36.40.100).
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Budget Hearings
One question we get asked every year is, “How many public hearings are required for the budget process?” So
we’ve decided to include this topic within Budget Suggestions.

CITIES AND TOWNS
By MRSC’s analysis, each city or town must hold at least three public hearings during the budget preparation
process. The minimum statutory requirements are addressed below, but please note that some cities may have
adopted additional public hearing requirements by policy.
Public Hearing #1: Property Taxes/Revenue Sources. Recommended timeline: mid-October to midNovember. Statutory deadline: Prior to levy certification (no later than November 30). See RCW 84.55.120.
The legislative body must hold a public hearing on revenue sources for the coming year’s budget, including
consideration of possible increases in property tax revenues, prior to the property tax certification deadline,
which is November 30. After the hearing, a city/town may choose to pass an ordinance at the same meeting
establishing the property tax levy in terms of total dollars and percent increase from the previous year. This
ordinance may cover a period up to two years, but in practice most jurisdictions – even biennial budget
jurisdictions – hold a revenue hearing every year.
Because of the importance of revenue forecasting as a precursor to presenting a structurally balanced
budget, we suggest that the property tax hearing precede the preliminary budget hearing (see below). This
would place the property tax hearing sometime between mid-October and mid-November.
Official notices must be placed in the official newspaper of the city/town prior to the public hearing. While the
statute does not specifically address the length of time prior to the hearing that notice must be given, it is our
recommendation that notice be provided no later than one week prior to the public hearing to ensure that the
statutory intent and underlying purpose of notice is reasonably fulfilled.
Public Hearing #2: Preliminary Budget Hearing. Must occur prior to final budget hearing; typically held
during November. See RCW 35.33.057/RCW 35A.33.055 (annual budgets) and RCW 35.34.090/RCW
35A.34.090 (biennial budgets).
The legislative body, or a committee thereof, must schedule preliminary “hearings on the budget or parts
thereof” prior to the final budget hearing, which must be on or before the first Monday in December, and
may require the presence of department heads to give information regarding estimates and programs. Public
notice is required, but beyond the requirement to publish in the official newspaper of the city/town there
are no additional publication requirements stated in statute. However, as with the property tax hearing, we
recommend a minimum of one week’s publication notice.
Since the statutory language references “hearings” as plural, it has long been MRSC’s opinion that more than
one preliminary budget hearing is required. However, since the statute also states that the hearings may be
“on the budget or parts thereof,” we also conclude that cities and towns may count the property tax/revenue
hearing outlined above as one of the required preliminary hearings. This means cities and towns must hold at
least one preliminary budget hearing in addition to the property tax/revenue hearing.
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Public Hearing #3: Final Budget Hearing. Must begin on or before the first Monday in December, which is
December 2 this year. The final budget hearing may continue from day-to-day beyond the first Monday but it
must conclude no later than Friday, December 6, 2019 (the 25th day prior to the next fiscal year). See RCW
35.33.071/RCW 35A.33.070 (annual budgets) and RCW 35.34.110/RCW 35A.34.110 (biennial budgets).
Official notice of the final budget hearing must be published once a week for two consecutive weeks in
the official newspaper. See RCW 35.33.061/RCW 35A.33.060 (annual budgets) and RCW 35.34.100/RCW
35A.34.100 (biennial budgets). The timing of this notice can be challenging for those cities and towns that
have an official newspaper with less than a daily release schedule, so careful planning is required.

COUNTIES
By MRSC’s analysis, each county must hold at least two public hearings during the budget process. The
minimum statutory requirements are addressed below, but please note that some counties may have adopted
additional public hearing requirements by policy.
Public Hearing #1: Property Taxes/Revenue Sources. Must occur prior to levy certification (no later than
November 30; see RCW 84.55.120) and prior to final budget hearing.
The legislative body must hold a public hearing on revenue sources for the coming year’s budget, including
consideration of possible increases in property tax revenues, prior to the property tax certification deadline,
which is November 30.
Official notice is required in the county’s official newspaper. While the statute does not specifically address
the length of time prior to the hearing that notice must be given, it is our recommendation that notice be
provided no later than one week prior to the public hearing to ensure that the statutory intent and underlying
purpose of the notice is reasonably fulfilled.
After the hearing, a county may choose to pass an ordinance at the same meeting establishing the property
tax levy in terms of total dollars and percent increase from the previous year. This ordinance may cover a
period up to two years, but in practice most jurisdictions – even biennial budget jurisdictions – hold a revenue
hearing every year.
Public Hearing #2: Final Budget Hearing. Must begin on Monday, October 1, 2018 (or Monday, December 3 if
using alternate budget dates) and conclude within 5 days. See RCW 36.40.070/RCW 36.40.071.
The legislative body must meet on the first Monday in October, or alternatively the first Monday in December
if using the alternate budget dates, for the budget hearing. Officials in charge of county offices, departments,
services, and institutions must appear at the hearing and may, at the appropriate time, be questioned
concerning their budget estimates by the commissioners or any taxpayer.
The hearing may be continued from day-to-day but may not exceed a total of five days. Upon conclusion of
the hearing, the legislative body must fix and determine each budget item separately and must adopt the
budget by resolution.
Official notice of the final budget hearing must be published once a week for two consecutive weeks,
immediately following adoption of the preliminary budget, in the county’s official newspaper (RCW 36.40.060).
The timing of this notice can be challenging for those counties that have an official newspaper with less than
a daily release schedule, so careful planning is required.
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BUDGET HEARINGS FOR BIENNIAL BUDGET MID-BIENNIUM ADJUSTMENTS
Cites/Towns
By MRSC’s analysis, each city or town must hold at least two public hearings for the mid-biennium review and
adjustment. Some cities may have adopted additional public hearing requirements by policy. The biennial budget
statutes state that cities “shall provide for public hearings on the proposed budget modification” and “shall
provide for publication of notice of hearings consistent with publication of notices for adoption of other city or
town ordinances.” See RCW 35.34.130/RCW 35A.34.130.
Because “hearings” is plural, it is our interpretation that at least two public hearings are required. However, as
with the initial budget development, the property tax/revenue hearing (RCW 84.55.120) can count as one of the
hearings. After the revenue hearing, cities must hold at least one additional public hearing on the mid-biennium
review and adjustment.

Counties
RCW 36.40.250 provides counties with the authority to adopt a biennial budget and states that there must be
a “mid-biennium review and modification for the second year of the biennium.” However, the statute goes on to
state that “[t]he state auditor shall establish requirements for preparing and adopting the mid-biennium review
and modification for the second year of the biennium.”
The State Auditor’s Office provides limited guidance through its BARS manuals for the budget process and there
are no additional requirements or guidance for the mid-biennium review. MRSC recommends that those counties
with a biennial budget follow the same requirements as outlined above for cities.

PUBLIC HEARINGS FOR BUDGET AMENDMENTS
After the budget is adopted, cities, towns, and counties may amend the budget at any time. It’s especially
important to monitor budget appropriation levels as you reach the end of your budget cycle. Cities, towns,
and counties must have sufficient budget appropriations available for all expenditures including open
period expenditures. Budget amendments, if any, must be adopted on or before December 31. Most budget
amendments do not require public hearings under state law, although some jurisdictions may have adopted
public hearing requirements by policy.
Cities, towns, and counties are not required to hold public hearings on budget amendments related to
“nondebatable” emergencies – see RCW 35.33.081/RCW 35A.33.080 (city/town annual budgets), RCW
35.34.140/RCW 35A.34.140 (city/town biennial budgets), and RCW 36.40.180 (counties). Public hearings are also
not required for expenditures of unanticipated revenues, transfers within a single fund, or budget reductions.
These types of amendments must be made by ordinance but do not require a public hearing.
However, public hearings are required for increasing expenditures for other “public emergencies” that are
not considered “nondebatable” – see RCW 35.33.091/RCW 35A.33.090 (city/town annual budgets), RCW
35.34.150/RCW 35A.34.150 (city/town biennial budgets), and RCW 36.40.140 (counties). For cities and towns,
the public notice requirements are not specifically outlined in statute. MRSC recommends following the same
notice requirements of the preliminary budget hearing. Counties must publish notice of the hearing, as well as
a resolution stating the facts of the emergency and the estimated amount of money required to meet it, once in
the official county newspaper at least one week before the hearing.
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Demographic and
Economic Indicators

Table of Contents

⊳ Previous Page

⊲ Next Page

2020 Budget Suggestions

10

STATE OF WASHINGTON

Population OFFICE
Estimates
OF FINANCIAL MANAGEMENT
Insurance Building, PO Box 43113  Olympia, Washington 98504-3113  (360) 902-0555
Population estimates are of particular importance to cities and counties, as they not only indicate whether the
population is growing and how quickly, but they also form the basis for the distribution of many state shared
FOR IMMEDIATE RELEASE: June 28, 2019
revenues (see page 28).

CONTACT: Mike Mohrman, 360-902-0602

The Office of Financial Management (OFM) is responsible for determining populations of all cities, towns, and
counties every year as of April 1. Those estimates are certified to the secretary of state on or before July 1 and
Washington tops 7.5 million residents in 2019
distributed to the state agencies responsible for making allocations or payments to local governments. The
updated distribution rates then take effect on January 1 of the following year.

OLYMPIA, Wash. – As of April 1, 2019, an estimated 7,546,400 people reside in the state of
Washington, according to annual estimates prepared by the Office of Financial Management.
According to OFM’s April 1, 2019 population estimates, the state’s total population now exceeds 7.5 million, an
increase of almost 119,000 (1.6%) over the past year. According to OFM, the average population increase over the
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Population growth remains concentrated in the five largest metropolitan counties – Clark, King, Pierce,
Snohomish, and Spokane. However, OFM notes that “momentum continues to shift to other [smaller]
metropolitan and nonmetropolitan counties.” The five largest counties account for over 65% of the overall
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population in Washington State, with 20% in other metropolitan counties (populations between 100,000 and
300,000) and the remaining 15% in nonmetropolitan counties (populations less than 100,000).
In total, about 4.91 million people (65.1%) live in cities and towns, with the remaining 2.64 million (34.9%) living
in unincorporated areas. On a numerical basis, incorporated areas grew by almost 75,000 people last year,
compared to almost 45,000 in unincorporated areas. However, on a percentage basis unincorporated areas
actually grew more quickly (1.71%) than incorporated areas (1.54%), which is the first time that has happened since
2005. Of note is the fact that the rural county of Franklin was the fastest growing county between 2018 and 2019
on a percentage basis, with 2.3% growth.
To see your jurisdiction’s total population and recent changes, refer to OFM’s April 1, 2019 population estimates
or our Tax and Population Data webpage.
State shared revenue distributions made by the Office of the State Treasurer are adjusted quarterly to reflect
shifts in population due to annexations that may have taken effect during that time. These numbers are typically
small and do not have a significant impact on state shared revenues for most jurisdictions. The more significant
impact is on “core revenues” such as property taxes and sales taxes, which will increase for the cities and towns
affected and decrease for affected counties. See page 24 for more information on core revenues and page 29
for annexation adjustments applicable to state shared revenues.
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Economic Factors
There are several economic factors that, for many, are instinctively incorporated into the budget forecasting
process, especially if using judgmental forecasting and/or historical trend analyses. In particular, economic
conditions may have an impact on revenue projections, especially in jurisdictions that are heavily dependent
upon retail sales tax.
Major components of economic modeling in the budget process include inflation, employment, population
growth, and the prevalence or concentration of particular industries within the local jurisdiction.

STATE AND NATIONAL ECONOMIES
The current economic cycle is now more than 10 years old by some measures. That is a long time by economic
cycle standards, as historically expansions tend to last around five years or so. This alone has led some
to speculate that this “maturing” economic cycle has to change course soon. Some of the reasons for the
expansion to last as long and be as strong as it has result from an aggressive economic policy. Changes in the
U.S. tax laws in late 2017 resulted in significant decreases in the corporate tax rate. In addition, the Federal
Reserve (“the Fed”) has maintained a very low “federal funds rate” during much of this economic expansion and
has been able to do so due to an extended period of low inflation. These actions, along with robust government
spending, have kept the economy expanding for an extended period of time.
However, various news sources are reporting that the effect of the tax policy change are beginning to fade.
In addition, the Fed has recently begun to raise interest rates. The first hike, from 0% to 0.25%, happened
in December 2015. The rate first became zero in December of 2008. That means that the Fed kept an
aggressive monetary policy (essentially it was free for banks to borrow money) for more than seven years! The
rate is currently 2.5% and was initially expected to be increased about twice in the next year, likely in 0.25%
increments. Most recently, however, the Fed has signaled that it will ease rates again and that it will continue to
keep an aggressive posture in order to preserve this long-running expansion.
The Fed has also begun selling assets acquired when it stepped in to help resolve the financial crisis during the
Great Recession (2008-2009). This injected cash into the monetary system and helped to stabilize the financial
markets—though some debate about all of this continues to this day. As a result, the Fed expanded its balance
sheet in an unusual way. They’ve maintained these assets for all this time and only recently begun to sell. They
began taking advantage of this strong economy by selling some of these securities, starting in late 2017.
Rising interest rates, the fading effect of tax policy changes, and normal market cycles are all adding up to
suggest this economy may have peaked. However, national forecasts continue to show growth—though at a
smaller pace—into future years. In reviewing several sources, the averages tend to call for a slowing Gross
Domestic Product (GDP) from the 3% growth in 2018 to just under 2% by 2021. (And just a few days before
Budget Suggestions was published, the federal Bureau of Economic Analysis (BEA) revised the 2018 annual
GDP growth downward from 3% to 2.5% based on updated information.)
Of course, economists like to point out the “headwinds” (negative factors that could cause lower results), and
there are several currently. These include national politics (such as the trade disputes and conflicting signals—
and actions—from national policymakers), geopolitical issues (such as uncertainty around North Korea and
Middle East conflicts, and a slowing of China’s economy) and the real effect of the increasing interest rates
described above.
Meanwhile, here in Washington we’ve seen the expansion of the state’s economy over this same period as
well. Washington State benefited from having key industries leading the way in the economic growth — namely
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construction, aerospace, and software. Consequently, employment grew at a faster pace in Washington than
it did nationally. Per-capita income also grew during this same time. All this adds to a robust sales tax-based
economy.
The most recent report from the Washington State Economic and Forecast Council indicates a slowing, but still
growing economy. To have a recession, we’d expect to see two consecutive quarters of declining economic
growth (GDP), and no one is forecasting such a scenario anytime soon. More likely, we are in what is known as a
“contraction” period. This is when growth in the economy begins to slow but isn’t negative. It’s common for the
stock market to react to this slowing with sell-offs from the high levels developed during expansion, and we’ve
begun to see that occur. Additionally, the stock markets begin to become more erratic – which we’ve seen as
well.
In conclusion, we do not see predictions of economic decline that would lead us to conclude that a true
recession is in the near-term picture. However, there are those headwinds that economists worry about and the
economy is clearly slowing down.

CONSUMER PRICE INDEX
The Consumer Price Index (CPI) is one of the most widely used measures of inflation, and along with the Implicit
Price Deflator (IPD), it is one of the two most frequently watched economic indicators for local governments in
Washington State.
The CPI is a measure of the average change in prices paid over time for a fixed “market basket” of goods and
services. The CPI reflects the spending patterns of two groups:
•

The CPI for urban consumers (CPI-U) measures the percentage change in prices faced by urban consumers
and represents approximately 93% of the nation’s population. It is based on the expenditures of almost all
residents of urban or metropolitan areas, including urban wage earners and clerical workers.

•

The CPI for urban wage earners and clerical workers (CPI-W), sometimes referred to as the “blue collar
measure,” is a subset of the CPI-U. Its market basket reflects the expenditures of urban households that
derive more than half their income from clerical and hourly wage jobs, covering approximately 29% of
the population.

National CPI updates are published every month by the Bureau of Labor Statistics (BLS). BLS also publishes
metropolitan indexes for certain areas, including a Seattle index that is published every two months.
However, BLS recommends the use of the national CPI-U or CPI-W indexes for all contract adjustments, due to
the fact that the metro indexes are published less frequently and are based on a smaller sample, making them
more volatile and subject to measurement error.
None of these indexes measure price changes in rural areas – but realizing that towns and counties in rural
areas need some indicator to use, we recommend using one of the national indexes.
For those jurisdictions that do rely on a metro index, BLS implemented major geographic changes in 2018 that
changed the former Seattle-Tacoma-Bremerton index (which included King, Pierce, Island, Kitsap, and Thurston
counties) to the Seattle-Tacoma-Bellevue index (consisting of the three largest counties of King, Pierce, and
Snohomish counties) and eliminated the Portland-Salem index, which included Clark County and was used by
some local governments in Washington.
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The charts below show the annual average change for the CPI-U and CPI-W indexes over a 10-year period.
The 2019 and 2020 projections for the CPI-U come from the ERFC June 2019 Washington State Economic and
Revenue Forecast (see Table A4.1). The June 2019 forecast does not include projections for the CPI-W, so our
projections are based upon current statistical data.
For more information, including the most recent data releases, see our Consumer Price Index webpage.
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IMPLICIT PRICE DEFLATOR
The implicit price deflator (IPD) for personal consumption expenditures is the other major inflation index followed
by local governments in Washington, and it is primarily of interest to taxing jurisdictions with a population of
10,000 or more.
The IPD is published quarterly by the federal Bureau of Economic Analysis, with monthly estimates, and it
became an integral part of the process of setting property tax increases after the passage of Initiative 747 in
2001. Taxing districts with a population of 10,000 or more may increase their total annual levy amount by 1%
or the percentage increase of the IPD, whichever is less – which can be a big deal in years when the IPD falls
below one percent.
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However, if the IPD falls below the one percent cap, a taxing district with a population of 10,000 or more can
still increase its levy amount beyond the IPD increase and up to the full 1% if it adopts a resolution or ordinance
declaring a “substantial need” to increase the levy above the IPD rate.
Taxing districts with a population under 10,000 are not impacted by the IPD and may increase their total annual
levy amount the full 1% regardless of the IPD.
The chart below shows the change in the IPD over a 10-year period. The IPD data shown for each year was used
to set property tax levies for the subsequent levy year. The 2019 figure is the current BEA forecast as of June 27,
2019. The 2020 projection come from the ERFC June 2019 Washington State Economic and Revenue Forecast
(see Table A4.1).
The IPD number used for the property tax levy setting is officially declared by the Department of Revenue
(DOR) on September 25 (RCW 84.55.005), and over the past few years the IPD number used has been the first
estimate for the second quarter, which is typically the August publication. The September BEA release usually
occurs after the September 25 statutory date, and this year is no exception. The BEA release date is set for
September 27, so the August release will determine the official IPD rate, which will be confirmed by an official
notice from the Department of Revenue on September 25.
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At this time, the IPD appears safely above 1% for 2019, which means cities and counties with a population
over 10,000 will be able to increase their 2020 levy amounts the full 1% without having to declare a finding of
substantial need. Each June the BEA conducts an annual update of the data that includes the last three years of
quarterly IPD numbers. This year the BEA announced that it would be updating and revising five years of national
statistics instead of just three years. This means that the national income and product accounts (NIPAs) where
the IPD is calculated (Section 1 - Table 1.1.9) were adjusted to reflect new and improved methodologies and
incorporate new source data. Even with the five-year data revision, it still appears the IPD will be well over 1% this
year. (The BEA article Five Years of GDP Data Will be Updated July 26 provides further detail.)
We will publish the official IPD figure in our blog and e-newsletters in late September. Make sure you are signed
up for our In Focus: Finance newsletter so we can send you the information as soon as it is released. For more
information – including examples of substantial need findings in the unlikely event that the IPD does fall below
one percent this year – see our Implicit Price Deflator webpage.
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Legislation and Initiatives
That May Affect Your Budget
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Recent Legislation
There were numerous pieces of legislation passed during the 2019 session, and while we have written several
blog posts on many of these topics, here are a few highlights that could potentially have an impact on your
budget forecasting.

EMERGENCY COMMUNICATIONS (E-911) SALES TAX – ESSB 5272

ESSB 5272 amends RCW 82.14.420(2) by increasing the maximum emergency communications (E-911) sales tax
rate that may be imposed by counties from 0.1% to 0.2% with voter approval. This county authority to impose a
sales tax for E-911 services has been voter approved in 19 of the 39 counties. For those counties with a current
E-911 tax in place it will require a vote to increase from 0.1% to 0.2%.

REET 2 FOR AFFORDABLE HOUSING & HOMELESSNESS – EHB 1219

EHB 1219 affects the use of revenues for the “second quarter percent” real estate excise taxes (“REET 2”),
which may only be imposed by cities and counties fully planning under the Growth Management Act. The bill
amends RCW 82.46.035 (REET 2) and RCW 82.46.037 (REET 2-Maintenance) by removing the “housing for
the homeless” previously placed in RCW 82.46.037(1)(b), expanding the definition, and placing it within RCW
82.46.035(5)). There will now be three distinct groups of capital projects within subsection (5) of the REET 2
statute. The capital projects definitions are provided for in subsection (5)(a), (b) and (c).
The most significant change to the statute is the inclusion of subsection (c), which adds homelessness and
affordable housing projects, and while there are no changes to the original definition of capital projects provided
in the REET 2 statute (RCW 82.46.035), it’s interesting to note the separation of this definition into categories
between transportation, water, storm and sewer infrastructure, and parks. Here are the three new subsections
for REET 2 allowed projects:
•

•
•

RCW 82.46.035(5)(a): Planning, acquisition, construction, reconstruction, repair, replacement, rehabilitation,
or improvement of streets, roads, highways, sidewalks, street and road lighting systems, traffic signals,
bridges, domestic water systems, storm and sanitary sewer systems;
RCW 82.46.035(5)(b): Planning, construction, reconstruction, repair, rehabilitation, or improvement of parks;
and
RCW 82.46.035(5)(c): Until January 1, 2026, planning, acquisition, construction, reconstruction, repair,
replacement, rehabilitation, or improvement of facilities for those experiencing homelessness and affordable
housing projects.

Additionally, the bill adds subsections (6) and (7), which provide some limitations and reporting requirements
for the use of REET 2 monies for affordable housing and homelessness projects as defined in subsection (5)(c).
These new subsections are essentially the same requirements that were previously stated in RCW 82.46.037. In
summary, these new subsections require:
•
•

•

A county or city may use the greater of $100,000 or 25% of available funds, but not to exceed $1 million, for
capital projects as defined in subsection (5)(c)” (i.e. affordable housing and homelessness projects).
The limits do not apply to any county or city that used revenue under this section for the acquisition,
construction, improvement, or rehabilitation of facilities to provide housing for the homeless prior to June 30,
2019.
A county or city using funds for uses in subsection (5)(c) must document in its capital facilities plan (RCW
36.70A.070(3)) that it has funds during the next two years for capital projects in subsection (5)(a) of this
section (see above).
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AFFORDABLE & SUPPORTIVE HOUSING SALES TAX CREDIT – SHB 1406

SHB 1406 establishes a new sales tax credit option available to all cities, towns and counties that choose
to “participate.” This is a credit against the 6.5% state sales tax rate, so it will not increase the tax rate for
consumers. However, cities, towns and counties have a limited amount of time to opt to impose this tax and
therefore will be required to act quickly if you wish to participate.
The intent of the legislation is to encourage local government investments in affordable and supportive housing
and requires a resolution of intent to impose the tax to be adopted before January 27, 2020 and legislation to
authorize the maximum capacity of the tax within one year of the effective date of the legislation (July 27, 2020).
SHB 1406 is a complicated piece of legislation and we have written an extensive blog post on the subject to
assist with your understanding. Additionally, the Association of Washington Cities (AWC) has developed an
implementation guide to assist cities with making informed decisions during the next 6 to 12 months, plus
Pacifica Law Group has provided a sample resolution of intent.
In summary, those cities and counties that chose to participate will begin to receive the sales tax credit within 60
- 90 days from the date of adoption of the enacting ordinance and submittal to the DOR (RCW 82.14.055(2)).
The amount of the sales tax credit to be received is a bit more complicated, and for cities it will depend upon
whether they have a qualifying local tax as defined within SHB 1406 and whether the county in which the city is
located has decided to participate. Here is a how it works for those participating cities, towns and counties:
For participating counties: Counties do not need a “qualifying local tax” and will automatically receive the
maximum 0.0146% rate within the unincorporated areas. Within the boundaries of each city or town, it will receive
0.0146% minus the rate being received by the city/town, as follows:
•
•
•

If the city chooses not to participate but the county does participate, you will receive the full 0.0146% within
the city boundaries.
If a city elects to participate but does not have a “qualifying local tax” (see below), the city will receive the
0.0073% “half share” and the county will also receive a 0.0073% half-share within the city boundaries.
If a city elects to participate and imposes a “qualifying local tax” by the deadline of July 27, 2020, the city will
receive the full 0.0146% share and the county will not receive any revenues within the city boundaries.

For participating cities:
• For cities that impose a qualifying local tax by the deadline, you will receive the full 0.0146% rate, regardless
of whether your county participates.
• For cities that do not have a qualifying local tax, you will receive the 0.0073% “half share,” but only if your
county also elects to participate. NOTE: If your county declares it will not participate or does not adopt the
required resolution of intent by the end of January 2020, you will receive the full 0.0146% through July 27,
2020, but after that you will not receive any further revenues. This is due to a drafting error in the bill, and
AWC asks that you let them know if your city finds itself in this situation.
To assist with your forecasting, we have developed a worksheet that displays the affordable and supportive
housing sales tax credit maximum distributions for cities, towns and counties for the 0.0073% (cities without a
local qualifying tax located within a participating county) and 0.0146% (for counties and those cities/towns with a
qualifying local tax). Keep in mind that these are estimates only; the final maximum distribution calculations will
be made by the DOR within 30 days of the legislation adopted and submitted to them.
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PRE-LEOFF FIRE PENSION LEVY – SSB 5894

Currently, RCW 41.16.060 provides for a levy of up to $0.225 per $1,000 assessed value against all the taxable
property within those jurisdictions that have pension obligations under the 1947 Firefighters’ Relief & Pension Act
(chapter 41.16 RCW).
SSB 5984 amends RCW 41.16.060 by adding a new subsection (4) to the statute, wherein if a municipality no
longer has any pre-LEOFF firefighter beneficiaries receiving benefits the levy may be used for payment of
benefits under RCW 41.26.150(1), which are the LEOFF 1 medical benefits, or for other municipal purposes.
The addition of subsection (4) requires the additional levy to be expended for those LEOFF 1 medical benefits
provided in RCW 41.26.150(1) prior to being spent for any other purpose. The jurisdiction’s fire pension levy
authority will expire when there are no longer any LEOFF 1 retiree medical obligations remaining.

TEMPORARY STREAMLINED SALES TAX MITIGATION – ESHB 1109
Because of the anticipated increase in sales tax revenues, the Marketplace Fairness Act had been phasing out
the streamlined sales tax (SST) mitigation payments that many cities and counties have received since 2008. SST
mitigation helped compensate jurisdictions for sales tax revenues that were lost when the state switched from an
origin-based to a destination-based sales tax for delivered goods.
In most cases, DOR expected the increased sales tax revenues from remote sales to more than offset the
elimination of the SST mitigation payments. The DOR quarterly mitigation payments certainly support this
increase with the number of local governments receiving payments falling from 51 on March 30, 2018 (for activity
during Q4 2017) to 14 on June 28, 2019 (for activity during Q1 2019), with total quarterly payments falling from
$3.5 million to $2.04 million. SST mitigation payments were scheduled to cease entirely by October 1, 2019.
However, there are a few cities where the expiration of SST mitigation payments would have a significant
budgetary impact. In particular, the cities of Kent, Auburn, Tukwila, Issaquah, Fife, Woodinville, Sumner,
Burlington, and Othello were the primary recipients of the June 2019 distribution. These jurisdictions, plus a few
others that received smaller distributions, were anticipated to lose a combined $8.5 million annually once SST
mitigation expires.
As a result, the new state budget extends the original deadline for phasing out SST mitigation payments to June
30, 2021 (ESHB 1109, Section 722) for those cities most severely impacted (net losses greater than $50,000
annually).

STATE MINIMUM WAGE – I-433

Initiative 1433 (I-1433) was passed by the voters in 2016 and has varying effective dates. The minimum wage
went into effect last year and increases each year as shown below. As you can see, the largest single-year
increase will occur in 2020. After that, the increases will be much more modest and tied to the CPI-W rate.
Year
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2017

$11.00

2018

$11.50

2019

$12.00

2020

$13.50

2021 and beyond
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Proposed Initiatives
The deadline for submitting signatures to the Secretary of State’s Office to place an initiative on the November
general election ballot was July 5. Each initiative requires almost 260,000 valid signatures, and the Secretary of
State’s office recommends submitting at least 325,000 due to duplicate and invalid signatures.
There is only one initiative that will appear on the general election ballot in 2019: Initiative 976. This initiative
(I-976) was submitted to the 2019 legislative session for consideration. When this initiative method is used the
Legislature can take one of three possible actions:
• Pass the initiative without amendment and it becomes law;
• Pass an alternative, in which case both the original and the alternative measure are submitted to the people
for a vote at the next state general election; or
• Take no action and the original proposal is submitted to the people for a vote at the next general election.
The 2019 legislature session took no action on this initiative and therefore it will appear on the November
general election ballot. If passed, this initiative could have a significant impact on many city budgets as
described below.
(There is also a statewide referendum that may appear on the ballot to repeal I-1000, an initiative to the
legislature regarding affirmative action that the legislature approved earlier this year. However, we do not
anticipate this to have any significant budgetary impacts.)

I-976 – LIMITING VEHICLE LICENSE FEES TO $30

Initiative 976 is frequently referred to as the “$30 car tab initiative,” but it also proposes some significant
changes to other aspects of state and local government transportation systems, including the repeal of the
authority for city and counties to impose transportation benefit district (TBD) vehicle license fees. According to
the ballot measure summary:
This measure would repeal or remove authority to impose certain vehicle taxes and fees; limit state and
local license fees to $30 for motor vehicles weighing 10,000 pounds or less, except charges approved by
voters after the measure’s effective date; base vehicle taxes on Kelley Blue Book value; require regional
transit authorities to retire bonds early where allowed; and either reduce or repeal taxes pledged to bonds
depending on whether bonds are retired by 2020.
If passed, this measure would significantly change how the state’s transportation system generates revenue.
According to the Association of Washington Cities (AWC), if passed the initiative would do the following:
• Limit motor vehicle license fees (car tab fees) to $30 per year;
• Repeal or reduce certain motor vehicle weight fees;
• Repeal the authority for TBDs to impose vehicle fees;
• Reduce electric vehicle fees to $30 per year;
• Repeal the 0.3% tax on motor vehicle retail sales;
• Require local motor vehicle excise taxes (MVETs) to be calculated using the Kelley Blue Book base value of
the vehicle;
• Conditionally repeal the Sound Transit 0.8% MVET, and;
• Require the retirement or refinancing of Sound Transit-related bonds.
Currently, cities have the authority to establish TBDs (chapter 36.73 RCW) for the purposes of acquiring,
constructing, improving, providing and funding transportation improvements. According to MRSC’s List of
Transportation Benefit Districts, at least 109 cities have formed TBDs to fund local transportation projects. TBDs
are primarily funded through non-voted vehicle license fees or locally voted sales tax.
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If I-976 passes, the authority for TBDs to impose vehicle license fees would be eliminated. According to our
information, there are 60 cities that have enacted a TBD vehicle license fee. According to the AWC advocacy
newsletter on I-976 released May 9, cities in fiscal year 2018 raised $58.2 million in revenue through these
license fees. A fiscal impact statement released by the state Office of FInancial Management in July also uses
this figure and concludes that I-976 would cost local governments $2.3 billion over the next six years, including
an almost $2 billion loss for Sound Transit and a $350 million loss for TBDs.
The initiative would not impact the collection of TBD sales taxes, which have been imposed by approximately 45
cities.
On the state side, transportation funding would be impacted in the accounts for Multimodal Transportation, Motor
Vehicles, State Patrol Highway Account, and the Transportation Partnership account. The state’s current estimate
of lost revenues for the 2019-21 biennium is $588 million and $677 million during the 2021-23 biennium, and the
OFM fiscal impact statement concludes that the state would lose $1.9 billion over the first six years.
Elected officials have many options for officially engaging with initiatives but should be aware of some prohibited
actions. AWC has compiled an extensive list of allowed and prohibited actions for city elected officials. For
further reference, please review the PDC Guidelines for Local Government Agencies in Election Campaigns.
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Revenue Forecasts
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Core Revenues
Historically, the revenue component of Budget Suggestions has been focused solely on state shared revenues
that are forecast on a per capita basis. But because revenue projections are such a critical component of budget
development, we are also going to speak to the “core revenues” of local government – namely property taxes,
retail sales taxes, and (for cities and towns) business and occupation (B&O) taxes, including utility taxes.
Core revenues are the largest sources of income for the general fund, and while we cannot forecast those
revenues for you, we do have resources to help you forecast these critical revenues within a reasonable margin
of error.
The information below provides a very brief discussion of core revenues. For a detailed explanation of these
resources plus other revenue options available to cities, towns, and counties, refer to our recently updated
and expanded Revenue Guides for Cities and Towns and Counties, released in February 2019.

PROPERTY TAXES
Property taxes are, for most entities, the single largest revenue stream, but they can be a bit tricky to forecast.
When forecasting property tax revenues it is important to consider the available options.
Cities and counties with a population under 10,000 may not increase their total levy amount more than 1% annually,
known as the “levy lid” (excluding levies for new construction or increases in state-assessed utility valuations).
Cities and counties with a population of 10,000 or more are restricted to the lesser of 1% or the rate of inflation,
whichever is lower. Inflation, as defined in RCW 84.55.005, means the percentage change in the implicit price
deflator (IPD) for the most recent 12-month period, as calculated on September 25. However, there is an exception
– if the percentage change in the IPD is below 1% on September 25, these jurisdictions may adopt resolutions of
“substantial need” to increase the levy amount to the maximum lid limit of 1%. As mentioned earlier in the Economic
Factors section, it is extremely unlikely that the IPD will fall below 1% this year, so a “substantial need” finding
should not be necessary (see page 15).
However, there are a couple of options that may be available to local governments to exceed the 1% levy lid.
First, if your jurisdiction did not take the maximum 1% inflation increase in years past, it may have banked capacity
available (RCW 84.55.092).
The second option local governments may wish to consider, if they have not reached their statutory levy rate limit,
is a “levy lid lift.” This option requires voter approval with a simple majority of votes. The deadline to submit a levy
lid lift to voters for 2020 levies is August 6, 2019, so any jurisdictions that may have missed this deadline will not
be able to increase the levy lid until 2021 at the earliest.
It is important to plan levy lid lifts and other revenue sources requiring voter approval well in advance – see Key
Dates for Voted Revenue Increases on page 26.
Your local county assessor plays a vital role in certifying the assessed valuations that will be used to set your
levies for the forthcoming year (RCW 84.48.130). Typically, the county assessors will distribute property tax
information during the second half of September each year. This information consists of assessed valuations,
new construction valuations, and state utility values, as well as each jurisdiction’s current levy amounts, current
levy rates, and maximum statutory levy rate.
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The county assessor will provide you with a levy limit worksheet specific to your jurisdiction that will form the
basis of your property tax levy projection and will include estimates of assessed valuations for new construction
and state utilities to help you with forecasting the levy amount to be set for collection in the coming budget year.
The assessor’s office can also assist you with determining whether you have banked capacity available.
To assist with your understanding of the various components and timelines associated with the development
of the property tax levy, the Department of Revenue (DOR) has created a property tax calendar for 2019 which
explains the process, the various state and local government entities responsible for its development, and when
you may expect to receive important property tax forecasting information.
For historical property tax and assessed valuation data for cities, towns, or counties dating back to 2010, see our Tax
and Population Data webpage. This data can be helpful when developing long-term forecasts and trend analyses.

SALES TAXES
For many jurisdictions, the retail sales tax represents the second largest revenue source in the general fund
budget. However, there are a number of cities where sales taxes represent the largest general fund revenue
source. Smaller entities often use historical data as their basis for projecting these revenues, while larger
jurisdictions will use more sophisticated forecasting models.
Our Tax and Population Data webpage contains some useful data regarding sales tax distributions. In particular, our
tax and population trends show the general fund (“first half” and “second half”) sales tax distributions received by
each city, town, and county on a calendar year basis dating back to 2010. However, recent legislative changes have
made sales tax forecasting more challenging, at least temporarily.
Cities and counties have been receiving increased sales tax revenues since January 2018 due to the Marketplace
Fairness Act passed by the state legislature in 2017 and further updated in the most recent 2019 legislative
session. The Marketplace Fairness Act extended sales taxes to many Internet and remote sales that were not
taxed previously. This legislation was further supported by the 2018 U.S. Supreme Court ruling in the case of South
Dakota v. Wayfair, Inc., et al, which overturned the long-standing Quill v. North Dakota case and allows state
and local governments to require out-of-state retailers to collect and remit sales tax on Internet sales where the
seller has no physical presence in the state. From the revenue distribution data that we have been seeing, this has
resulted in an increase in retail sales tax income for most entities.
To assist with your sales tax projections, it will be important to monitor sales tax revenues being reported and
remitted to your entity. Cities and counties can access sales tax reports via the My DOR Partner Portal. Whatever
your forecast method, it’s important to document your methodology and discuss it with the budget team.
It is also important to note that each jurisdiction has different sales tax rates, and different jurisdictions may use
the money for different purposes. Our Tax and Population Data webpage includes downloadable spreadsheets
showing the current sales tax rates and components for every city, town, and county. Not only do we provide the
total sales tax rate for each jurisdiction, but we also show you where the money is going – for instance, how much
is going to the state, how much is the “first half” and “second half” going to the city or county, how much is going to
the city or county for public safety purposes, how much is going to transit districts, etc.
Each of these sales taxes has its own statutory requirements regarding how the money must be used, what
jurisdictions are eligible, the expiration date (if any), revenue distribution (some sales tax distributions must be
shared between cities and counties), and more. Make sure you understand the fine print.
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If your jurisdiction is considering a sales tax increase for the upcoming budget year, know that most sales tax
increases require voter approval with a simple majority vote. Additionally, the timing and implementation of sales
tax changes is regulated by RCW 82.14.055:
•

Sales tax rate changes may only take effect on January 1, April 1, or July 1. (Sales tax changes no longer take
effect on October 1.)

•

Sales tax rate changes cannot take effect until at least 75 days after DOR receives notice of the change.

•

Credits against the 6.5% state sales tax (such as the affordable housing sales tax credit under SHB 1406
discussed in the Recent Legislation section beginning on page 18) cannot take effect until at least 30 days
after DOR receives notice, and only on the first day of a month.

For more information on the timing of voted sales tax increases, see Key Dates for Voted Revenue Increases
below.

B&O AND UTILITY TAXES
Business and occupation (B&O) and utility taxes have become core resources for many cities and towns. When
forecasting these revenues, it is important to know whether utilities are increasing their rates or whether local
businesses are expanding or contracting. Just like the sales tax projections, it’s important to document your
forecasting methodology and discuss the results with the budget team.

KEY DATES FOR VOTED REVENUE INCREASES
If your jurisdiction is considering a voted revenue increase in the next year or two, you must plan ahead and keep
the various statutory requirements and deadlines in mind.
To place an item on the ballot for the February or April special elections, your jurisdiction must file the
resolution with the county auditor at least 60 days before the election date. For the primary election, you must
file the resolution no later than the Friday immediately before the first day of regular candidate filing in May.
And for the general election, you must file the resolution no later than the date of the primary election. (See
RCW 29A.04.321 for counties and RCW 29A.04.330 for cities/towns.) For the 2018-2019 deadlines, see the
chart on the next page.
You should also consider whether your measure requires a simple majority (50% plus one) or a supermajority
(60%) in order to pass, as well as whether there are validation (minimum voter turnout) requirements.
Validation – which is only required for bonds and certain property taxes – refers to the minimum voter turnout
required for passage, expressed as a percentage of the voter turnout in the most recent general election.
Validation is not a problem for most jurisdictions in most years, but it can create difficulties in low-turnout special
elections or in years immediately following high-turnout elections. For instance, some jurisdictions struggled with
validation in 2017 following the 2016 presidential election. However, validation is not likely to be an issue for most
jurisdictions in 2019 and 2020.
To see how ballot measures have fared in other jurisdictions recently, refer to our Local Ballot Measure
Database. You can use this tool to find ballot measures using one or more of the following categories:
•
•
•
•

Type of measure (such as levy lid lifts, bonds, transportation benefit district sales taxes, etc.)
Subject (such as fire, transportation, parks and recreation, etc.)
Jurisdiction type (such as city or county)
County
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For instance, you could use the database to search for all recent levy lid lifts, all county public safety sales tax
measures, all city park and recreation bond measures in Spokane County, or any number of other combinations.
Below are some key dates to remember. If your jurisdiction does not meet the August 6, 2019 deadline for filing
a resolution for the general election, you will not be able to send a ballot measure to voters until the February
2020 special election at the earliest, which means any proposed property tax increases would not take effect
until 2021 and any proposed sales tax increases would not take effect until July 1, 2020 or later.
If your jurisdiction is considering a voted revenue increase in the next year or two, you must plan ahead and
keep the various statutory requirements and deadlines in mind.

Key Dates for Voted Revenue Increases
Deadline to file resolution

Election date

Approved sales tax
changes take effect

Approved property tax
changes take effect

2019 Primary

Already passed

August 6, 2019

January 1, 2020

2020

2019 General

August 6, 2019

November 5, 2019

April 1, 2020

2020

2020 Feb. Special

December 13, 2019

February 11, 2020

July 1, 2020

2021

2020 Apr. Special

February 28, 2020

April 28, 2020

January 1, 2021*

2021

2020 Primary

May 8, 2020

August 4, 2020

January 1, 2021

2021

2020 General

August 4, 2020

November 3, 2020

April 1, 2021

2021

Election

*Beginning in 2017, sales tax rates no longer change on October 1
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State Shared Revenues
The State of Washington distributes a number of “state shared revenues” to cities, towns, and counties. Some of
these revenues are distributed to all entities solely on a population (per capita) basis, while others are based on
different factors and/or are only distributed to jurisdictions that meet certain criteria.
Forecasting state shared revenues can be somewhat tricky. First of all, the state fiscal year begins July 1 and
ends June 30, while all local governments in Washington use a calendar year budget (January 1 to December
31). As a result, legislation can and often does impact shared revenue distributions halfway through the local
government budget year.
Secondly, it is impossible to predict what the legislature will do – in recent years, it has added new distributions
(increased gas taxes, multimodal transportation, and marijuana excise taxes), reduced distributions (marijuana
excise taxes, which were later restored), and attempted to eliminate distributions (the fire insurance premium
tax, which was preserved by the governor’s veto). When creating long-range forecasts, remember that these
resources are vulnerable during each legislative session, especially if state revenues start decreasing in the
event of an economic downturn.
And finally, some of the revenue distributions can vary significantly from year to year based on certain formulas.
We have provided our best estimates of the state shared revenue distributions for 2020 and 2021 based on
the 2019-2021 state biennial budget (July 1, 2019 to June 30, 2021) and economic and revenue forecasts created
by the Economic and Revenue Forecast Council (ERFC). For those distributions that are done on a strictly per
capita basis, we have provided per capita estimates (see the summary tables beginning on page 48). You can
also view the total estimated per capita distributions, tailored to your specific jurisdiction, in our online State
Shared Revenue Estimator.
Shared revenues are distributed on the last business day of the month. Some are distributed monthly and others
quarterly, while the fire insurance premium tax is distributed on an annual basis, according to the schedule
below.

SHARED REVENUE DISTRIBUTION CALENDAR
Gas Tax (MVFT)

Jan

Feb

Mar

Apr

May

Jun

Jul

Aug

Sep

Oct

Nov

Dec

●

●

●

●

●

●

●

●

●

●

●

●

Increased Gas Tax (MVFT)

●

●

●

●

Multimodal Distribution

●

●

●

●

Liquor Excise Tax

●

●

●

●

Liquor Profits

●

●

●

●

Marijuana Excise Tax

●

●

●

●

Criminal Justice

●

●

Fire Insurance Premium Tax
City/County Assistance
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POPULATION AND ANNEXATION ADJUSTMENTS
State shared revenues are allocated by the state biennial budget and mid-biennium adjustment process.
Historically, these shared revenues vary depending upon the legislative process, the economy, and political
factors. Changes in total distributions (if any) begin each year on July 1. The per capita distribution rates are
updated each year on January 1 to reflect the most recent OFM annual population estimates.
In addition, OFM makes quarterly adjustments for any new annexations. Cities that annex qualify for state shared
revenue distributions on their new population base starting the first day of the quarter after the effective date of
the OFM-approved annexation, and distributions for other cities, towns, and counties may be adjusted slightly
each quarter as a result.
Each year for Budget Suggestions, our per capita estimates are based on the April 1 OFM population estimates
(see page 11) adjusted for any completed or anticipated annexations occurring after April 1.
The completed and pending annexations listed on the OFM Central Annexation Tracking webpage since
the April 1 OFM estimates will have a negligible impact on the calculation of per capita distributions this year.
The adjusted population numbers for estimating per capita state shared revenues are reflected in the chart
below. This results in a total incorporated population of 4,911,476 and a total unincorporated population of
2,634,934.
Official April 1, 2019
Population Estimate

Adjustments for
Annexations after April 1

Population Estimate for
2020 Budget Suggestions

Incorporated Cities/Towns

4,910,909

+ 567

= 4,911,476

Unincorporated Counties

2,635,501

- 567

= 2,634,934

It should be noted that per capita revenue distributions can still be impacted by annexations that are not yet in
OFM’s tracking system.
The rest of this chapter will describe the various state shared revenues distributed to cities and counties and
provide projected distribution amounts and (for per capita revenues only) distribution rates.
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CITY-COUNTY ASSISTANCE DISTRIBUTIONS

RCW 82.45.060 imposes a real estate excise tax (REET) of 1.28% on each sale of real property within Washington
State. ESSB 5998 adopted in the 2019 legislative session changed the state excise tax from a flat rate to a
graduated rate scale, depending upon the selling price effective January 1, 2020. The new scaled tax is:
• 1.1% on sales of real property of $500,000 and less
• 1.28% on sales greater than $500,000 and less than or equal to $1.5 million
• 2.75% on sales greater than $1.5 million and less than or equal to $3.0 million
• 3.0% on sales greater than $3.0 million
The graduated scale for the state excise tax will be reviewed and adjusted every fourth year beginning July 1, 2022
based upon the growth of the CPI for shelter or 5% percent, whichever is less. If the growth is equal to or less than
0%, the current selling price threshold continues to apply.
A portion of the state excise tax (1.6%) is deposited into the city-county assistance account that was created in RCW
43.08.290 for the purpose of providing assistance for certain cities and counties that meet the qualifications of the
statute (see the formulas in the tables below). Effective January 1, 2020, ESSB 5998 reduces this portion to 1.4%
due to the projected increase in real estate excise tax revenues resulting from the new graduated excise tax scale.
These funds were originally intended to mitigate the loss of the motor vehicle excise tax (MVET) that was
distributed to local governments as a means of equalization of sales tax.
The formula used to allocate city funding is based on a sales and property tax equalization formula and the 2005
MVET backfill levels. The maximum distribution for any eligible city was originally capped at $100,000, to be
increased each year by the increase in the July implicit price deflator (IPD) for personal consumption expenditures.
The 2019 cap is $126,954.

City Assistance Distributions
Population

Distributions Formula

Cities/towns
under 5,000 population

Greater of
• 55% sales tax equalization on “first half” local sales tax;

Only eligible if per capita
assessed value is less than 2x
the statewide average for all
cities

•

55% property tax equalization based on per capita assessed values (per
$1,000 AV); or

•

2005 MVET backfill.

Not to exceed $126,964 (in 2019)
Cities over 5,000 population
Only eligible if per capita
assessed value is less than the
statewide average for all cities

Greater of
• 50% sales tax equalization on “first half” local sales tax; or
•

55% property tax equalization based on per capita assessed values (per
$1,000 AV)

Not to exceed $126,964 (in 2019)
Any city that incorporates after August 1, 2005 is not eligible for funding.
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If there are not enough revenues to fund the city distributions, then they will each be reduced proportionately.
If there are more revenues than necessary to fund the above distributions, the excess is to be distributed
proportionately on the basis of population among those cities that have qualified for city-county assistance and
impose the full second half-cent of the sales and use tax under RCW 82.14.030(2).
The county formulas are shown below. Unlike cities, there are no eligibility restrictions. The sales tax equalization
threshold for counties was originally set at $250,000, to be increased each year by the increase in the July implicit
price deflator (IPD) for personal consumption expenditures. The 2019 cap is $306,022.

County Assistance Distributions
Unincorporated Population

Distributions Formula

Greater than 100,000

Sales tax equalization up to the greater of:
• $306,022 (in 2019); or
•

15,001 to 100,000

Sales tax equalization up to the greater of:
• $306,022 (in 2019); or
•

15,000 or less

65% of the statewide per capita average collected for “first half-cent”
sales tax in unincorporated areas in the previous fiscal year

70% of the statewide per capita average for “first half-cent” sales tax in
unincorporated areas in the previous fiscal year

Greater of
• Sales tax equalization to $306,022 (in 2019);
•

Sales tax equalization to 70% of the statewide per capita average for
“first half-cent” sales tax in unincorporated areas in the previous fiscal
year; or

•

The amount the county received in “backfill” for FY 2005 under section
716, Ch. 276, Laws of 2004 (amended state budget).

If there are not enough revenues to fund the county distributions as outlined above, then they will each be
reduced proportionately. If there are more revenues than necessary to fund the above distributions, the excess is
to be distributed proportionately on the basis of the unincorporated population among those counties that have
qualified for city-county assistance funding and impose the full second half-cent of the sales and use tax under
RCW 82.14.030(2).

Certification and distribution dates
The Department of Revenue (DOR) must certify the amounts to be distributed each year by October 1, with
preliminary estimates available by September 1.
Funds are required to be distributed quarterly on January 1, April 1, July 1, and October 1. In order for these
distribution dates to be met, the transfers are made on the last day of the previous month in conjunction with
the regular remittance of revenues from the State Treasurer’s Office (OST) to local governments. As a result, the
January 1 remittance is received on December 31, which is part of the current budget cycle for cities, towns, and
counties instead of being received in the next budget period. This means that, for budgeting purposes, cities and
counties are dealing with two different certification years.
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Here’s how it works: when you pass your budget for 2020 later this year, you will know the amount for which you
are certified for 2020, but keep in mind that the first payment from that certification will arrive in December and
will become part of the current year’s revenues. The amount you forecast for 2020 will depend on the October 1,
2019 certification, less the January distribution (received December 31), plus your “guesstimate” of your January
2021 distribution (certified October 1, 2020 and received December 31, 2020).

2019 BUDGET 2018 BUDGET

City-County Assistance Distribution Certification and Payment Dates
Statutory Date for Distribution

Actual Payment Date

Certification Date

1st Quarter

April 1, 2019

March 30, 2019

October 1, 2018

2nd Quarter

July 1, 2019

June 29, 2019

October 1, 2018

3rd Quarter

October 1, 2019

September 28, 2019

October 1, 2018

4th Quarter

January 1, 2020

December 31, 2019

October 1, 2019

1st Quarter

April 1, 2020

March 29, 2020

October 1, 2019

2nd Quarter

July 1, 2020

June 28, 2020

October 1, 2019

3rd Quarter

October 1, 2020

September 30, 2020

October 1, 2019

4th Quarter

January 1, 2021

December 31, 2020

October 1, 2020

The city-county assistance fund receives its revenues from the sales of real property, so when the real estate market
is active – as it is now – funds are frequently sufficient to distribute. However, revenues decrease when there is a
downturn in the economy, as was the case during the Great Recession and subsequent years. During that time cities
and counties received a decreased distribution. Because of the weighted formula, there was enough to fully fund the
counties during many of those years, but cities received only a proportion of their certified amounts.
Early in the Great Recession period the state operating budget provided transfers from the Public Works
Assistance account that fully funded counties but reduced city distributions by 33%. In the subsequent budget
cycle, the transfer from Public Works was eliminated leaving cities further behind and counties struggling to
make up the loss of revenues. Over the past several years, cities have not reached their full certificated level and
have fallen as low as receiving only 55%.
Real estate sales have been brisk throughout the state for the past several years resulting in increased
distributions for both cities and counties, at least until the next downturn in the economy. However, as with other
state shared revenues this resource can be impacted by the actions of the state legislature.

Forecasts
2019 Update. The total certification amount for 2019 was $10.85 million for cities and $5.4 million for counties.
Of this amount, both cities and counties received their January distribution in calendar year 2018 (see
distribution table) and you have now received the April and July distributions. According to the June 2019 ERFC
forecast of real estate excise tax receipts, cities and counties are currently expected to receive $5.2 million from
the real estate excise tax in the October distribution, which is paid out at the end of September. That would bring
the total so far for 2019 to $18.38 million. There will be one more payment this calendar year – the January 2020
distribution, which cities and counties will receive at the end of December.
To update your forecast for 2019, you can go to the Department of Revenue (DOR) City-County Assistance
webpage and click on “2019 City and County Distributions.” These spreadsheets show the amounts for which
each city and county were certified in 2018. Don’t forget to adjust the estimated total for the distribution date
differences explained in the table above.
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The preliminary estimates for City-County Assistance distributions in 2020 will be available sometime in
September. They will be posted on the DOR City-County Assistance webpage under “2020 City and County
Distribution Estimates.”
The June forecast provided by ERFC estimates that the January 2020 distribution (December 2019 payment)
will be $2,080,500 each for cities and counties. That would make the statewide total for the four payments for
the 2019 budget year equal $17.8 million. This represents a downward trend for 2019 with the result being that
counties will receive 100% of their certification numbers plus an additional distribution based on the formula in
RCW 82.14.030(2), but cities are forecast to only receive 85% of their certification.
2020 Forecast. As previously mentioned the DOR will release the estimates in September. The June 2019 ERFC
forecasts indicate continued growth for fiscal periods 2020 and 2021. However, these forecasts are primarily a
result of the graduated state REET scale that goes into effect January 1, 2020.
The June forecasts from ERFC currently show $8.95 million each for cities and counties. You can calculate what
your entity’s percentage share will be by taking the amount in the column labeled “ESSB 6050 Amount” of the
2018 City and County Distributions for your entity and dividing it by the city or county total at the bottom of the
column. Multiply that by $8.95 million to get your estimated dollar amount for 2020. This methodology assumes
that your share of the last payment in 2019 (which will come from the October 1, 2019 certification) will be the
same percentage amount as the first three payments, and this is a reasonably good assumption for most entities.

Impact of Marketplace Fairness Act and SST Mitigation Elimination
The Marketplace Fairness Act has created a number of changes impacting local sales tax distributions and SST
mitigation payments. This will result in an increase in sales tax distributions for all cities and counties, but it will
also result in the elimination of almost all SST mitigation payments effective October 1, 2019. The Department of
Revenue does not expect the elimination of SST mitigation payments to have a significant impact on city-county
assistance distributions.
However, for jurisdictions that currently receive city-county assistance but do not receive SST mitigation, or whose
increased sales tax revenues will more than compensate for the loss of SST mitigation payments, there may be an
increase in per capita sales tax revenues which could affect eligibility or distribution amounts. On the flip side, there
are some jurisdictions that have been severely impacted by the loss of SST mitigation payments but will remain
ineligible for assistance under the formulas above due to their assessed property values or per capita sales tax
ratios.

Creating Your Estimates
If you cannot wait until the release of the preliminary certification in September to make your budget estimate for
2020, then take your entity’s percentage share of the 2019 certification and multiply it by the estimated pot of
city or county revenue for 2020, of $8.95 million. Keep in mind that this method will only put you in the ballpark.
The September and October numbers will be the more reliable estimates, especially if you are one of those
jurisdictions close to the limits on the distribution formula provided at the beginning of this discussion.
To give you an example, let’s say you are a city with a population of 5,000 or less and your per capita sales tax
on the first half-cent in the qualifying period was $68.00, just slightly less than $69.69 (the 55% equalization
amount). You were certified for a distribution this year, 2019, but if your per capita sales tax increases beyond the
55% equalization amount of $69.69, you might not qualify for assistance in a subsequent year.
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Another wrinkle in revenue forecasting is the timing of the preliminary certification. RCW 43.08.290(6)(d) states, in
part:
By September 1, 2010, and September 1st of every year thereafter, the department of revenue must
make available a preliminary certification of the amounts to be distributed under this section…
A component of releasing the ESSB 6050 distributions is having the Implicit Price Deflator (IPD) for personal
consumption expenditures, and what the drafter of the legislation did not realize is that the July IPD for personal
consumption expenditures is not published until the third week of September. Therefore the “preliminary”
certification is not available on September 1. As mentioned, the October release by DOR will be your most
accurate estimate for next year’s distributions.
Editor’s Note: The real estate excise tax revenues and forecasts are the work of Eric Swanson of the
Washington State Economic and Revenue Forecast Council (ERFC).
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CRIMINAL JUSTICE REVENUES – CITIES

There are two separate criminal justice distributions for cities, created by RCW 82.14.320 and 82.14.330. Each program
originally (in state fiscal year 2000) appropriated a total of $4.6 million, to be increased each July by the “fiscal growth
factor” set forth in RCW 43.135.025. The fiscal growth factor is the average annual growth in state personal income for
the prior ten fiscal years, and the distributions have now grown to total $9,730,959 (as of 2019) for each of these two
separate criminal justice resources. The amount to be distributed for 2020 will be $10,225,292 for each program.
Criminal justice revenues created by RCW 82.14.320 – the “Criminal Justice – High Crime” distributions – are
distributed partially based on crime rates and we cannot forecast them. The cities that may qualify for these funds know
who they are and are aware of the problems they have in forecasting these revenues.

City Criminal Justice — High Crime
Eligible jurisdictions

Any city or town with a crime rate over 125% of the annual statewide average
that also meets the other requirements of RCW 82.14.320(2)

Estimated 2020 distribution

No estimate provided. Determined by population, crime rates, and other factors.

Payment received

Quarterly at the end of January, April, July, and October

Revenue must be used for

Criminal justice purposes; may not replace or supplant existing criminal justice
funding

Criminal justice funds created by RCW 82.14.330 have four different components for distribution:
•

Population: 16%, or $1,636,047, is distributed to all cities and towns on a per capita basis, with each city receiving a
minimum of $1,000 no matter how small its population.

•

Special Programs: 54%, or $5,521,658, is distributed to all cities and towns on a strictly per capita basis to be used
for innovative law enforcement strategies, programs to help at-risk children or child abuse victims, and programs
to reduce the level of domestic violence or to provide counseling for domestic violence victims. While these funds
must be spent in these specific areas, there is no requirement for how much must be spent in each area. The city’s
entire distribution could be spent in only one of these areas if the city wishes.

•

Contracted Services: 10%, or $1,022,529, goes to cities that contract with another governmental agency for the
majority of their law enforcement services. Cities that qualify for this distribution must notify the Department of
Commerce (DOC) by November 30, 2019 to receive 2020 distributions. Cities are responsible for notifying DOC for
any changes regarding these contractual relationships. However, any cities that are added to or removed from this
list will only impact distributions for the next calendar year, and no adjustments will be made retroactively.

•

Violent Crime: 20%, or $2,045,058, goes to cities with a three-year average violent crime rate (per 1,000
population) above 150% of the three-year statewide average. No city may receive more than $1.00 per capita.

On the next page is a summary of the four distributions under RCW 82.14.330. These are the labels under which
the state treasurer’s office makes the quarterly distributions.
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City Criminal Justice — Population
Eligible jurisdictions

All cities and towns

Estimated 2020 distribution

$0.31 per capita; minimum distribution of $1,000 per city/town, which is factored
into our calculations.

Payment received

Quarterly at the end of January, April, July, and October

Revenue must be used for

Criminal justice purposes; may not replace or supplant existing criminal justice
funding

City Criminal Justice—Special Programs
Eligible jurisdictions

All cities and towns

Estimated 2020 distribution

$1.12 per capita

Payment received

Quarterly at the end of January, April, July, and October

Revenue must be used for

Innovative law enforcement strategies, programs for child abuse victims/at-risk
children, or domestic violence programs

City Criminal Justice—Contracted Services
Eligible jurisdictions

Any city or town that contracts with another local government agency for the
majority of its law enforcement services

Estimated 2020 distribution

No estimate provided. Determined by population and number of cities that
contract for law enforcement.

Payment received

Quarterly at the end of January, April, July, and October

Revenue must be used for

Criminal justice purposes; may not replace or supplant existing criminal justice
funding

City Criminal Justice—Violent Crime
Eligible jurisdictions

Any city or town with a violent crime rate over 150% of the three-year statewide
average.

Estimated 2020 distribution

No estimate provided. Determined by crime rate and population; no city may
receive more than $1.00 per capita.

Payment received

Quarterly at the end of January, April, July, and October

Revenue must be used for

Criminal justice purposes; may not replace or supplant existing criminal justice
funding
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CRIMINAL JUSTICE REVENUES – COUNTIES

Counties receive state shared criminal justice funds from the state general fund under the provisions of RCW 82.14.310.
The initial appropriation, made by the state in fiscal year 2000, was $23.2 million and has grown to $49 million in 2019.
This distribution from the state general fund is increased each July by the “fiscal growth factor,” the same as the cities.
The county funding formula includes population, crime rate, and the annual number of criminal cases filed in superior
court. Because revenues are not distributed on a strictly per capita basis, we cannot provide a per capita forecast. The
amount to be distributed for 2020 will be $51,571,038.

County Criminal Justice
Eligible jurisdictions

All counties

Estimated 2020 distribution

No estimate provided. Determined by population, crime rate, and number of
criminal cases filed in superior court.

Payment received

Quarterly at the end of January, April, July, and October

Revenue must be used for

Criminal justice purposes; may not replace or supplant existing criminal justice
funding
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FIRE INSURANCE PREMIUM TAX

RCW 41.16.050 requires each municipality having a regularly organized full-time fire department with paid
firefighters to establish a firefighters’ pension fund. This fund is to consist of all bequests, gifts, or donations
given or paid to the municipality for the firefighters’ pension fund; a proportional share of the state tax on
fire insurance premiums; property taxes collected under the provisions of RCW 41.16.060; interest on the
investments of the fund; and any contributions made by firefighters themselves.
The state collects a 2% tax on the premiums of all insurance policies written. Of the tax collected on fire policies
and the fire component of homeowner’s and commercial multi-peril policies, 25% is distributed to cities and fire
districts that have firefighters’ pension funds.
The moneys received from the tax on fire insurance premiums under RCW 41.16.050 are distributed to all
cities and fire districts with a pre-LEOFF firefighters’ pension fund based on their proportionate number of
paid firefighters – a calculation known as the “ratio value.” Each year, on or before January 15, cities, towns,
and fire districts must certify to the State Treasurer their number of paid firefighters. The Office of Insurance
Commissioner (OIC) must certify the fire insurance premiums by March 31 and remit the funds to the State
Treasurer’s office by May 15. These moneys are then distributed to the local jurisdictions at the end of May.
The fire insurance premiums certified for distribution by OIC for 2019 amounted to $5,092,184.37, and the
number of paid firefighters reported by 44 cities and 2 fire districts on January 15 was 4,751. This equated to a
2019 ratio value of $1,071.81 per paid firefighter, which was 1.4% greater than our original forecast made last year.

2020 Projection
This state shared revenue distribution has been the subject of debate during past legislative sessions. However,
the state legislature has not turned its attention to this shared distribution during the past two sessions and
current revenue indicators from the Economic Revenue Forecast Council (ERFC) are such that revenues are
exceeding forecasts by a small but comfortable margin.
The 2019-2020 state operating budget has fully funded this appropriation and we have developed an estimated
ratio value for the 2020 distribution. Our estimate is based upon an assumption that premiums for fire policies
and the fire insurance component of homeowner’s and commercial multi-peril policies will continue to see
modest increases of 1%. The premium forecast is partially based upon losses realized and return on investments.
We have adjusted our premium estimates to reflect flat federal interest rates and modest returns on investments
for the insurance industry. We have also projected that the number of paid firefighters will remain flat in 2020.
There has been continuous growth in the number of paid firefighters over the past five years and we do not
foresee continued expansion in this area of local government budgets over the next fiscal period.

Fire Insurance Premium Tax
Eligible jurisdictions

All cities and fire districts with a pre-LEOFF firefighters’ pension fund

Estimated 2020 ratio value

$1,082.53 per paid firefighter

Payment received

In one lump sum on May 31, 2020

Revenue must be used for

Firefighters’ pension fund

We want to remind our readers that these forecasts are estimates only. The actual figures will be calculated in
2020 based on the number of paid firefighters reported, fire insurance loss experience, and premiums paid.
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LIQUOR REVENUES
Liquor revenues have two separate distributions that are received at different times. There is a state shared
distribution from the liquor revolving account for licensing fees (this is referred to by the state and others as “liquor
profits”), and there is a distribution from the liquor excise tax account that represents a portion of the excise tax
collected on liquor sales. The total distribution from liquor profits is the same each year, while the total distribution
for liquor excise taxes varies depending on liquor sales.
Reminder: You must devote at least 2% of your liquor profits and liquor excise tax distributions to a licensed or
certified alcohol or drug addiction program under RCW 71.24.555.
Liquor revenue distributions have seen a lot of changes over the past several years. Here are a few of the more
significant ones:
•

Initiative 1183, passed in November 2011, privatized the distribution and retail sale of liquor effective June
1, 2012. The result of this initiative for local governments was that instead of a calculation based on the
profits generated from state-run liquor sales, the revenue distribution for liquor profits is now based on the
collection of license fees paid by retailers and distributors.

•

State legislation in 2012 created a permanent diversion of $10 million per year ($2.5 million per quarter)
of city and county money from the liquor excise tax fund to the state general fund (RCW 82.08.170(3)).
The permanent deduction in liquor excise tax distributions is applied to cities and counties in the same
proportionate share as the distribution of liquor excise tax – 80% to cities and 20% to counties – resulting in
an annual loss of $8 million to cities and towns and $2 million to counties.

•

The legislature has changed the share of liquor excise taxes remitted to cities and counties from 35% in
the 2013-2015 state budget to 22.5% in 2015-2017 and back again to 35% in the 2017-2019 and 2019-2021
biennial budgets.

These fluctuations have made long term forecasting of this state shared revenue a challenge.

Liquor Excise Taxes
The formula works as follows:
1.

35% of liquor excise tax collected is deposited in the “liquor excise tax fund” for distribution to cities, towns,
and counties (RCW 82.08.160(1)).
2. $2.5 million each quarter ($10 million a year) is deducted from the liquor excise tax fund and remitted to the
state general fund (RCW 82.08.170(3)).
3. Of the remaining amount, 80% is distributed to cities (based on population) and 20% is distributed to
counties (based on unincorporated population).
The June 2019 forecasts by the ERFC project a small increase (1.5%) in liquor excise tax collections, resulting
in a modest increase in distributions. The revised forecast for 2020 distributions is $26,984,059 for cities and
$6,098,500 for counties.
For calendar year 2021 the ERFC projects a 2.65% increase to liquor excise tax revenues that are to be
deposited into the liquor excise tax fund. After deductions, the total local government distributions are estimated
to be $27,881,245 for cities and $6,322,796 for counties.
It’s important to note that the distributions to cities and counties occur with a lag of one quarter after the
collections are made by the state. So this difference in timing makes state estimates and our estimates hard to
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compare. When comparing distributions by the state treasurer’s office to the ERFC forecasts there is usually a
variation of plus or minus 2%.

Liquor Excise Taxes
Eligible jurisdictions

All cities, towns, and counties

Estimated 2020 distribution

Cities: $5.49 per capita
Counties: $2.31 per capita (unincorporated population)

Payment received

Quarterly at the end of January, April, July, and October

Revenue must be used for

At least 2% must be used for an approved alcohol or drug addiction program.
The remaining 98% may be used for any purpose.

Editor’s Note: The liquor excise tax forecasts are the work of Lance Carey of the Washington State Economic
and Revenue Forecast Council (ERFC).

Liquor Board Profits
Initiative 1183 not only privatized liquor sales in Washington, but it also changed the types of liquor revenues
collected by the state. The state is now collecting revenue in the form of license fees from distributors and
retailers, rather than profits from the state-run liquor stores. However, the Liquor and Cannabis Board (LCB)
continues to call these funds “liquor profits.” A portion of these collections go to cities, counties, and border
jurisdictions. Codified as RCW 66.24.065, it reads:
The distribution of spirits license fees under RCW 66.24.630 and 66.24.055 through the liquor
revolving fund to border areas, counties, cities, towns, and [MRSC] must be made in a manner that
provides that each category of recipients receive, in the aggregate, no less than it received from the
liquor revolving fund during comparable periods prior to December 8, 2011. An additional distribution
of ten million dollars per year from the spirits license fees must be provided to border areas,
counties, cities, and towns through the liquor revolving fund for the purpose of enhancing public
safety programs.
The “comparable periods prior to December 8, 2011” were determined by the Office of Financial Management
(OFM) to be December 2010, March 2011, July 2011, and September 2011. The liquor profit revenue for cities,
counties, and border areas for those four quarters was $39,438,000. To this amount, LCB adds the $10 million to
enhance public safety programs for a total liquor profits distribution of $49,438,000 each year. Of that amount,
0.3%, which equals $148,314, is distributed to border cities and counties based on traffic totals, crime statistics,
and per capita law enforcement spending. The remaining $49,289,686 is distributed as follows:
•
•

Cities receive 80%, or $39,431,748 annually, distributed proportionately by population.
Counties receive 20%, or $9,857,936 annually, distributed proportionately by unincorporated population.

As noted in the statute, $10 million of the $49,438,000 – just under 20.23% – must be spent on “enhancing
public safety programs.” We recommend that each city or county split its distribution so that it can account
separately for the portion that must be spent on public safety. To calculate the portion that must be used
for public safety purposes, multiply your distribution by 20.23%, or 0.2023. In addition, at least 2% of your
distribution must be used for an approved alcohol or drug addiction program under RCW 71.24.555.
When forecasting liquor profits beyond next year’s budget it’s important to note that the total local distributions
($39,431,748 for cities and $9,857,936 for counties) will remain the same from year to year unless the legislature
amends the statute. The initiative did not include any measures to account for inflation. We have incorporated a
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per capita ratio value in the rate tables at the end of this chapter and the ratio values will vary slightly each year
due to changes in population prepared by OFM.

Liquor Profits
Eligible jurisdictions

All cities, towns, and counties that do not prohibit the sale of liquor

Estimated 2020 distribution

Cities: $8.02 per capita
Counties: $3.74 per capita (unincorporated population)

Border cities and counties get extra distributions based on traffic totals, crime rate, and
per capita law enforcement spending

Payment received

Quarterly at the end of March, June, September, and December

Revenue must be used for

At least 20.23% must be used for public safety programs, and an additional 2%
must be used for an approved alcohol or drug addiction program. The remaining
77.77% may be used for any purpose.
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MARIJUANA EXCISE TAX

HB 2136 was adopted during the 2015 legislative session and amended the state’s marijuana regulatory and
taxation system. Taxation collections and distribution were codified in RCW 69.50.530, .535, and .540 and and
provided for revenue sharing with cities and counties, but the formula is a bit complicated.
The state distributes a portion of the marijuana excise taxes to the Liquor and Cannabis Board (LCB) and various
state agencies and programs on a quarterly basis. At the end of each state fiscal year (June 30), the state
treasurer must transfer any remaining unappropriated marijuana excise tax revenues into the state’s general
fund.
Originally, the formula stated that beginning in state fiscal year 2018 (July 1, 2017 - June 30, 2018), if marijuana
excise tax collections deposited into the general fund in the prior fiscal year exceeded $25 million, then the
legislature must appropriate an amount equal to 30% of those general fund deposits to cities, towns, and
counties, up to a maximum of $15 million per year in fiscal years 2018 and 2019 and $20 million annually
thereafter. However, the legislature also stated its intent for maximum distributions in subsequent fiscal biennia
of no more than $15 million per fiscal year (RCW 69.50.540 (2)(g)(i)-(iv)).
The state biennial operating budget for 2019-2021 (ESHB 1109) did not waiver from the previous biennium’s
intent and provided for annual distributions not to exceed $15 million to cities, towns, and counties.
The LCB’s Marijuana Dashboard shows excise tax collections for fiscal year 2018 were over $350 million. Current
forecasts for total excise taxes and fees for fiscal year 2019 are well in excess of $390 million, with $131.4 million
deposited in the general fund before distributions to local governments. (See the June 2019 Washington State
Economic and Revenue Forecast, Table 3.18, prepared by the Economic Revenue and Forecast Council.) Barring
any mid-biennium adjustments to the state budget during the 2020 legislative session, cities and counties will
receive the full $15 million distribution over the next fiscal year.
The $15 million is distributed as follows:
•

30%, or $4.5 million – the “retail share” – goes to cities, towns, and counties where licensed marijuana
retailers are physically located and in proportional share to the total revenues generated.

•

70%, or $10.5 million – the “per capita share” – is distributed on a per capita basis to all cities, towns, and
counties that allow the siting of marijuana producers, processors, and retailers. Cities, towns, and counties
that prohibit marijuana producers, processors, or retailers are not eligible. Of this amount:
•

$6,300,000 (60%) goes to eligible counties based on each county’s total proportional population (note
that this is total population, unlike the other state shared distributions which are calculated based on
unincorporated population)

•

$4,200,000 (40%) goes to eligible cities and towns on a per capita basis.

Some jurisdictions will receive both the per capita and retail distributions, while others may receive only one or
the other, and jurisdictions that completely prohibit marijuana businesses will receive neither. For explanation
purposes, a few hypothetical scenarios are shown on the next page.
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Hypothetical Marijuana Excise Tax Distribution Scenarios

Eligible for per
capita share?

Eligible for retail
share?

Jurisdiction allows marijuana production, processing, and retail and
has at least one retailer located within the jurisdiction.

Yes

Yes

Jurisdiction prohibits marijuana entirely and as a result has no
retailers located within the jurisdiction.

No

No

Town took no action to prohibit marijuana, but is small enough that
no marijuana businesses can locate there under state law due to the
buffer requirements.

Yes

No

Jurisdiction prohibits marijuana producers and processors but allows
retailers and has at least one retailer located within the jurisdiction.

No

Yes

Jurisdiction prohibits marijuana retail and has no retailers but allows
marijuana production and processing.

No

No

Each year by September 15, the LCB must provide the state treasurer with the annual distribution amount for
each county and city. Payments (if any) are distributed four times per year on the last day of each fiscal quarter
(September 30, December 31, March 31, and June 30). The State Treasurer’s Office distributes both the “per
capita” and “retail” shares together using the same BARS code.
The distributions that you receive in September will form the basis for your budget projections for the
forthcoming budget year.

Forecast
We have (tentatively) produced an estimate of the per capita distributions using the information from our Marijuana
Regulation in Washington State webpage and ordinance database, as well as information about previous LCB
marijuana distributions. Please note that this is a “big picture, point-in-time” estimate of the local regulatory
environment as it exists in July 2019, based on our own marijuana ordinance database as well as LCB’s ongoing
distributions and lists of “prohibited” entities (see the following tables). While we work hard to keep our marijuana
database up-to-date, this is still an evolving area and these numbers are subject to change.
The per capita distributions will be calculated based on the population of cities and counties that do not prohibit
marijuana. If a city or county decides to repeal a previously adopted prohibition or removes a moratorium – or,
on the other hand, imposes a new moratorium or prohibition – this will impact the distribution rates. For instance,
Clark County recently adopted an ordinance ending its marijuana ban effective January 1, 2020, which will
impact county distribution rates moving forward. According to LCB, any changes in local marijuana policies will
be reflected in the per capita distributions beginning with the next state fiscal year (September 30 payment).

City Marijuana Policies as of July 2019

Est. Number

Est. Population

84

1,241,915

Cities/towns that do not prohibit marijuana

197

3,669,561

TOTAL

281

4,911,476

Cities/towns that partially or fully prohibit marijuana
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County Marijuana Policies as of July 2019

Est. Number

Est. Total Population**

Counties that partially or fully prohibit marijuana

8*

1,043,340

Counties that do not prohibit marijuana

31

6,503,070

TOTAL

39

7,546,410

*Clark County will end its marijuana ban effective January 1, 2020, which will impact county distribution rates in 2020-2021.
**County marijuana excise tax distributions are distributed on the basis of total population, not unincorporated population.

Based on the population estimates of those cities and counties that do not prohibit marijuana, we have
generated a 2020 “per capita” estimate of $1.14 for eligible cities and towns and $0.94 for eligible counties.
Again, these numbers could fluctuate. We are unable to provide an estimate of the “retail share,” which is
dependent upon marijuana retail sales within each jurisdiction and the state as a whole.

Marijuana Excise Taxes “Per Capita Share”
Eligible jurisdictions

All cities, towns, and counties that do not prohibit the siting of any state-licensed
marijuana producer, processor, or retailer

Estimated 2020 distribution

Cities: $1.14 per capita
Counties: $0.93 per capita (total population, not unincorporated)

Payments received

Quarterly at the end of March, June, September, and December. Will be distributed
together with retail share using same BARS code.

Revenue must be used for

The notes in RCW 69.50.540 reference RCW 69.50.101 and the stated intent
of I-502, which states that marijuana legalization will “[allow] law enforcement
resources to be focused on violent and property crimes [and generate] new state
and local tax revenue for education, health care, research, and substance abuse
prevention.”

Marijuana Excise Taxes “Retail Share”
Eligible jurisdictions

All cities, towns, and counties with at least one marijuana retailer physically located
within the jurisdiction

Estimated 2020 distribution

No estimate provided; depends upon the jurisdiction’s proportional share of
statewide marijuana retail sales.

Payments received

Quarterly at the end of March, June, September, and December. Will be distributed
together with per capita share using same BARS code.

Revenue must be used for

Same as “per capita share” above
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TRANSPORTATION DISTRIBUTIONS
All cities, towns, and counties receive three separate transportation distributions. The first is the motor vehicle fuel tax
(MVFT), which is distributed as a percentage of the total fuel taxes collected statewide. The other two, the “increased
motor vehicle fuel tax” and “multi-modal” distributions, were created in 2015 by 2ESSB 5987 and consist of direct
transfers from the state transportation fund, so those allocations are not impacted by actual fuel tax collections.
MVFT and increased MVFT distributions must be used for highway purposes, while the multi-modal funds may be
used for any transportation purpose.
Reminder: RCW 47.30.050 requires cities and counties to spend at least 0.42% of their MVFT funds each year
on pedestrian, equestrian, or bicycle trails, unless 0.42% would amount to $500 or less (for cities and towns)
or $3,000 or less (for counties). In other words, this requirement applies to any city that receives approximately
$119,047 and any county that receives approximately $714,286 or more in MVFT revenue per year. Cities and
counties also have the option to place these dedicated funds in a capital reserve or special revenue fund to
accumulate the resources, so long as the funds are used for paths or trails within a 10-year time frame.

Motor Vehicle Fuel Tax
Cities and towns receive MVFT distributions on a per capita basis under RCW 46.68.090(2)(g), (4)(a), and (5)(a),
less state adjustments found in RCW 46.68.110(1) and (2) and the Small City Pavement and Sidewalk account.
For counties, MVFT revenues are distributed under RCW 46.68.090(2)(h) and (4)(b)and (5)(b), less state adjustments
found in RCW 46.68.120(1) and (3) and withholding for the County Road Administration Board (CRAB) as required
by RCW 46.68.090(2)(h). The distribution formula includes annual road costs and “need” in addition to population.
Distributions are calculated by CRAB according to the requirements stated in RCW 46.68.120(4). The distribution
percentages are set at the annual CRAB board meeting each year after the release date of Budget Suggestions, so
we are unable to provide distribution amounts for counties. CRAB will notify counties directly of the allocations for
the next fiscal period. CRAB also posts County Data tables on its website for current and past distributions.
Fuel taxes in Washington are assessed as cents per gallon, so motor vehicle fuel tax (MVFT) revenues – and therefore
the MVFT distributions to cities and counties – depend on the number of gallons sold, not the dollar value of the sales.
Transportation and revenue forecasts are released each quarter by the Transportation Revenue Forecast
Council. Each year, we use the calendar year second quarter as the basis for forecasting the MVFT distributions
for cities and counties. The June 2019 forecast provides a forecast span of 10 years plus a look back of two
years and uses multiple factors in the process.
The key conclusion drawn from the June forecast is that overall transportation revenues for the current biennium
(2017-19) are down by 0.6% compared to the March forecast, primarily due to lower fuel tax collections, including
a significant impact from the February snowstorms that affected the most populous portions of the state.
The growth in gasoline gallons for the combined months of April and May this year was 10% less than in the
comparable period for 2018 and overall consumption for 2019 is down 2% which is the most severe decline since
1981 per the Transportation Revenue Forecast Council.
Looking forward, the 10-year trend, including the current year, indicates a significant downward adjustment in the
forecast for 2019, with a minor rebound projected for 2020 and an overall increase of MVFT distributions to cities
and counties of less than 0.1% per year. These projections are for fuel tax distributions only. There was legislation
passed during the 2019 session that will result in increased revenues for the Department of Transportation such
as licenses, fees, permits, and transfers; however, these revenues sources are not shared with local government.
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Therefore, projections of fuel prices are made quarterly to assist in the near and long-term budgeting process for
WSDOT. The forecast includes the following price projections: U.S. West Texas Intermediate crude oil (WTI) and
Washington retail prices of gasoline, diesel, and biodiesel (B5 & B99).
Source of data for the forecast
For the Washington retail price of gasoline, fuel prices are collected from the Energy Information
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fuel prices will decrease beginning with the first quarter of 2020, with an increase starting in Q1 of 2021, as
shown below.

Figure 7: Near-term UNADJUSTED BASELINE Qtrly Fuel Prices: June 2019
Fiscal Year
Quarter

2018: Q3
2018: Q4
2019: Q1
2019: Q2
FY 2019
2019: Q3
2019: Q4
2020: Q1
2020: Q2
FY 2020
2020: Q3
2020: Q4
2021: Q1
2021: Q2
FY 2021

Crude Oil Price
($/barrel)

69.76
59.08
54.83
59.40
60.76
59.00
63.67
63.00
63.00
62.17
63.00
63.00
64.79
65.97
64.19

WA Retail Gasoline
Price ($/gal)

3.30
3.28
2.80
3.35
3.18
3.36
3.28
2.77
2.74
3.04
2.75
2.76
2.80
3.06
2.84

WA Retail Diesel Price
($/gal)

3.53
3.50
3.15
3.39
3.39
3.45
3.58
3.21
3.36
3.40
3.33
3.13
3.21
3.26
3.23

Credit: Transportation Revenue Forecast Council, June 2019 Forecast Summary
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Motor Vehicle Fuel Tax
Eligible jurisdictions

All cities, towns, and counties

Estimated 2020 distribution

Cities: $20.06 per capita
Counties: No estimate provided. Determined by CRAB formula based on
population, annual road costs, and annual monetary needs.

Adopted 6/25/19

I-10

Payments received

At the end of every month

Revenue must be used for

Highway purposes

Editor’s Note: Scott Smith, the Transportation Economist for the Budget and Financial Analysis Division of the
Department of Transportation, has provided calendar year fuel tax forecasts for cities and counties to assist
with these projections.
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Increased Motor Vehicle Fuel Tax and Multi-Modal Funds
Counties, cities, and towns received a share of the multi-modal funds and the increase in fuel tax as a result of
2ESSB 5987. The legislation, adopted in 2015, provided for direct distributions to be phased in from FY
2016-2017. Beginning with FY 2018, 2ESSB 5987 provides over $25 million annually to counties, cities, and
towns, allocated as follows:
•
•

Increased MVFT: $11,719,000 per year
Multi-modal funds: $13,393,000 per year

These revenues are split equally between cities and counties. City distributions are based on population, while
county distributions are established by the same CRAB formula as the MVFT described earlier (RCW 46.68.120(4))
and set at the annual CRAB board meeting in late July, following the release date of Budget Suggestions.

Increased Motor Vehicle Fuel Tax
Eligible jurisdictions

All cities, towns, and counties

Estimated 2020 distribution

Cities: $1.19 per capita
Counties: No estimate provided. Determined by CRAB formula based on
population, annual road costs, and annual monetary needs.

Payments received

Quarterly, at the end of March, June, September, and December

Revenue must be used for

Highway purposes

Multimodal Transportation
Eligible jurisdictions

All cities, towns, and counties

Estimated 2020 distribution

Cities: $1.36 per capita
Counties: No estimate provided. Determined by CRAB formula based on
population, annual road costs, and annual monetary needs.

Payments received

Quarterly, at the end of March, June, September, and December

Revenue must be used for

Any transportation purposes
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PER CAPITA SHARED REVENUE FORECAST TABLES – CITIES
The tables below include projections and estimates for the 2020 and 2021 budget years. These are based upon
current information that we have received from WSDOT, ERFC, and other state agencies, population growth,
and inflationary increases such as the fiscal growth factor for criminal justice. Also see our online State Shared
Revenue Estimator for forecasts tailored to your specific jurisdiction (for 2020 only).
Please note that these are point-in-time estimates as of July 2019. Some of these distributions are relatively
stable and are not likely to change much unless there is new legislation. However, other distributions may
fluctuate. In particular, gas tax and liquor excise revenues depend upon gallons sold at the pump and actual
liquor sales, while per capita marijuana distributions may change as cities enact or repeal marijuana bans. To
mitigate fluctuations in these more volatile revenues, consider reviewing the state’s quarterly Transportation
Revenue Forecast (for MVFT) and ERFC Revenue Forecast (for overall liquor revenues).
Next year will be a short legislative session with mid-biennium supplemental budget adjustments, and the
governor’s budget will be released in December. It’s hard to predict what may occur, but you can rely on MRSC
to keep you informed on any significant changes that could impact your budgets.

Total Distributions to All Cities and Towns, 2016-2021
2019 Revised 2020 Forecast 2021 Forecast

2016

2017

2018

95,737,763

96,393,238

98,222,951

94,901,817

98,549,420

98,679,454

Multi-Modal Distribution

4,687,500

4,910,750

6,696,500

6,696,500

6,696,500

6,696,500

Increased MVFT

1,367,250

2,734,500

5,859,500

5,859,500

5,859,500

5,859,500

Liquor Profits

39,431,748

39,431,748

39,431,748

39,431,748

39,431,748

39,431,748

Liquor Excise

21,358,589

22,803,066

21,187,169

26,478,004

26,984,059

27,881,245

Marijuana - Per Capita Share Only

-- N/A --

840,000

5,460,000

4,200,000

4,200,000

4,200,000

Criminal Justice–Special Programs

4,651,287

4,852,222

5,052,613

5,254,718

5,521,658

5,839,705

Criminal Justice–Population

1,378,159

1,437,696

1,497,071

1,556,953

1,636,047

1,730,283

Gas Tax (MVFT)

TOTAL

$168,612,296 $173,403,220 $183,407,552 $184,379,240 $188,878,932 $190,318,435

Estimated Per Capita Distributions for Each City/Town, 2016-2021
2019 Revised 2020 Forecast 2021 Forecast

2016

2017

2018

20.98

20.66

20.67

19.62

20.06

19.77

Multi-Modal Distribution

1.03

1.05

1.41

1.39

1.36

1.34

Increased MVFT

0.60

0.92

1.23

1.21

1.19

1.17

Liquor Profits

8.47

8.35

8.30

8.15

8.02

7.57

Liquor Excise

4.57

4.88

4.46

5.48

5.49

5.59

Marijuana - Per Capita Share Only ¹

-- N/A --

0.24

1.53

1.15

1.14

1.13

Criminal Justice–Special Programs

1.02

1.04

1.07

1.07

1.12

1.17

Criminal Justice–Population²

0.30

0.31

0.32

0.30

0.31

0.32

Gas Tax (MVFT)

1. Marijuana excise funds may only be distributed to cities/towns that do not prohibit the siting of any state licensed marijuana
producer, processor, or retailer. Changes to local ordinances can potentially impact the per capita distribution amounts.
2. Minimum distribution of $1,000 per city/town, regardless of population.
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PER CAPITA SHARED REVENUE FORECAST TABLES – COUNTIES
The tables below include projections and estimates for the 2020 and 2021 budget years. These are based upon
current information that we have received from ERFC and other state agencies, as well as population growth.
Also see our online State Shared Revenue Estimator for forecasts tailored to your specific jurisdiction (for 2020
only).
Please note that these are point-in-time estimates as of July 2019. Some of these distributions are relatively
stable and are not likely to change much unless there is new legislation. However, other distributions may
fluctuate. In particular, liquor excise revenues depend upon actual liquor sales, while per capita marijuana
distributions may change as counties enact or repeal marijuana bans. To mitigate fluctuations in liquor revenues,
consider reviewing the quarterly ERFC Revenue Forecast, which can provide an indicator of overall liquor
revenue increases or decreases.
Next year will be a short legislative session with mid-biennium supplemental budget adjustments, and the
governor’s budget will be released in December. It’s hard to predict what may occur, but you can rely on MRSC
to keep you informed on any significant changes that could impact your budgets.

Total Distributions to All Counties, 2016-2021
2019 Revised 2020 Forecast 2021 Forecast

2016

2017

2018

Liquor Profits

9,857,936

9,857,936

9,857,936

9,857,936

9,857,936

9,857,936

Liquor Excise

4,858,654

5,077,720

5,523,993

6,024,018

6,098,500

6,322,796

-- N/A --

1,260,000

8,190,000

6,300,000

6,300,000

6,300,000

$14,716,590

$16,195,656

$23,571,929

$22,181,954

$22,256,436

$22,480,732

Marijuana - Per Capita Share Only
TOTAL

Estimated Per Capita Distributions for Each County, 2016-2021
2019 Revised 2020 Forecast 2021 Forecast

2016

2017

2018

Liquor Profits ¹

3.98

3.92

3.85

3.80

3.74

3.67

Liquor Excise¹

1.91

2.02

1.89

2.32

2.31

2.37

-- N/A --

0.21

1.32

1.03

0.93

0.89

Marijuana - Per Capita Share Only²

1. Liquor distributions are based on unincorporated population.
2. Marijuana distributions are based on “total proportional” population, including incorporated areas. Funds may only be
distributed to counties that do not prohibit the siting of any state licensed marijuana producer, processor, or retailer. Changes to
local ordinances can potentially impact the per capita distribution amounts.
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Timely Budget Articles

Table of Contents

⊳ Previous Page

⊲ Next Page

2020 Budget Suggestions

50

Reading the Economic Tea Leaves: Preparing for
an Eventual Downturn
BY MIKE BAILEY
This article is adapted and updated from a version originally published on the MRSC Insight blog in January
2019.
Over the past few months we’ve been getting more questions through our Ask MRSC Inquiry Service about
our opinion on the economy. The economy has generally been very strong across the nation and the state for
several years now. That’s leading some to wonder if they should begin preparing for an inevitable economic
downturn soon.
Economist John Kenneth Galbraith once said there are two types of economic forecasters: “Those who don’t
know and those who don’t know they don’t know.” We are in the first category. While we can’t predict the future,
we can pull together insights on this subject from a variety of sources to help you try to understand when and
how best to prepare for a slowing economy.
As noted earlier in the Economic Factors section (see page 13), the most recent report from the Washington
State Economic and Forecast Council indicates a slowing but still growing economy. No one is forecasting an
immediate recession, but more likely we are in what is known as a “contraction” period, and inflation has begun
to increase. For most local governments, revenue increases struggle to keep pace with increasing costs (largely
due to inflationary pressures). This is especially true when we begin to see concerns about the future economy,
contraction in the numbers, and sell-offs in the stock market. Consumer confidence begins to dim, and our salestax-driven economy begins to show the effects. So, even if the economy avoids a recession you may still find it
difficult to make your anticipated revenues cover the same levels of service to your community.
The best way to prepare for an eventual downturn, and for a slowing economy as well, is to use this time to
evaluate your entity’s financial resiliency. Make sure you’ve adopted or recently updated your financial policies
on fund balance reserves. Compare your policies to the guidance provided in MRSC’s Financial Policies Tool
Kit. Setting aside resources never seems easy, but it will make it much easier to fill the gaps presented in future
years when resources are growing at a much slower pace than they have been.
Consider adding an “economic stabilization reserve” to your fund balance policy. Many public services are
needed most when the job market tightens. A common practice is to set a minimum fund balance policy and
then an additional layer above that for economic stabilization. For example, the City of Redmond has had an
8.5% minimum fund balance policy for a very long time. This amount can’t be used without council authorization
and is anticipated to only be used in a true emergency (e.g. natural disaster). In anticipation of economic
downturns, the Redmond City Council also set a 4% economic stabilization reserve to help stabilize city services
during these times. Redmond was able to use some of this reserve during the “Great Recession” in order to
maintain a minimum level of service in the building permits and inspection service areas when permit revenues
declined dramatically. Once the economy recovered, the city restored the reserve to target levels.
Now that you are beginning work on your 2020 budgets, this is a good opportunity to check in on those fund
balances, update your policies, and work to make your financial future more resilient. In addition to MRSC’s
Financial Policies Tool Kit, visit the Government Finance Officers Association’s new Financial Foundations for
Thriving Communities as well as their Resiliency Resource Center. Both resources are designed to give finance
officers and their communities some tools to maintain financial stability in uncertain times.
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Assessing Your Budget Document
Each year as an opening exercise for the annual AWC Municipal Budgeting and Financial Management
workshop, we have the participants complete this assessment checklist of their current budget document. For
many, this brief exercise often starts the evolution of the budget document from just numbers on a page to a
budget document that tells a story about your jurisdiction.
The questions have been developed over the years from experts in the area of municipal budgeting. It is
intended to give you ideas that will enhance the budget document, but it is not the only evaluation tool available.
In fact, the GFOA has a Distinguished Budget Presentation Award Program (Budget Awards Program) that goes
into much further detail.
But this assessment tool is intended to help you evaluate and make small steps over the course of several years
to improve the content of your comprehensive budget document, with the goal of providing your reader with a
more transparent and easily understood budget document.
We conclude 2020 Budget Suggestions with this two-page budget assessment tool. This tool may also be
found on our website at mrsc.org/budgeting, and we hope that you decide to take this first step to a more
comprehensive budget document.

HAPPY BUDGETING!!
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BUDGET DOCUMENT ASSESSMENT
Point
Range

Assessment Question

Score

0-2

Does the budget include a table of contents and a glossary of terms?

0–2

Does the budget describe the organization? (such as an org. chart)

0–4

Does the budget message address major strategic issues (assumptions,
trends, problems and opportunities)?

0–2

Does it include a clear mission or “broad goals” statement?

0–3

Does the budget include goals for the year / biennium - including how
they connect to strategic long term goals?

0-3

0–3

Are relevant financial policies included and referenced?
Does the budget include a summary of major revenues, and expenditures
for the at least a three year period (prior year actual, current year, and
proposed budget)?

0-5

Is the overall financial plan clear? Is there a forecast of at least 3 years?

0–4
0–4

Is there a chart showing staffing by department which provides historical
information (comparative) such as FTE’s?
Does the budget document discuss reserves (policy, targets, levels,
planned uses, plans to restore)?

0–4

Is there a description of the programs and activities provided that includes
measurable objectives? Are they related to the goals?

0–3

Does the budget discuss current debt levels by debt types (general
obligation, revenue, assessment) including comparisons to legal limits?

0–4

Does the budget include a list of capital projects for the year? Does it
discuss how the improvements will impact future operating budgets?

0–2

Does the budget convey its messages clearly such as with graphs, tables
or other means throughout the document?

0–2

Is the overall budget format easy to follow and use?

0–4

Would a citizen or an elected official feel this is a user-friendly budget?

0–2
53 possible

Does the budget document provide the reader with opportunities to gain
further information?
TOTAL
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General Comments and purpose regarding this assessment – The order of the questions typically represents
the order this information is found in budget documents. The following is a description of the ideals for
each section.
Does the budget include a table of contents and a glossary of terms? A simple table of contents should be included. A glossary
of terms unique to budgeting and to your particular organization should also be included. An index is a bonus.
Does the budget describe the organization? (such as an org. chart). An organization chart of the entire government is needed
but often not enough to describe the organization to an “outsider”. Add defining narrative to help bridge the gap.
Does the budget message address major strategic issues (assumptions, trends, problems and opportunities)? The most important
element of your budget is your message. Here you can incorporate other elements (see below) but should be sure to tell your
story. Describe what you emphasized (and what you de-emphasized) in this budget and why! Talk about more than numbers.
Does it include a clear mission or “broad goals” statement? What is the purpose of your organization? If you haven’t
discussed it and written it down, there is likely confusion on that point. Be sure to include it in the budget!
Does the budget include goals for the year / biennium - including how they connect to strategic long term goals? A great
budget message element. Describe what things of significance you hope to accomplish during the budget period.
Are relevant financial policies included and referenced? At a minimum discuss reserve, revenue, budget and expenditure
policies. Don’t include (but you can make reference to) non-budget policies (such as purchasing or investments). Describe
where this budget might deviate from your policy guidance (or clearly state that it is consistent with policy).
Does the budget include a summary of major revenues, and expenditures for the at least a three year period (prior year actual,
current year, and proposed budget)? Include fund balances as well. This is your “financial plan”. Fewer, simple charts are
best! Graphs are great but need some captions to interpret them – and make your points.
Is the overall financial plan clear? Is there a forecast of at least 3 years? Along with the financial summary, include a forecast
of the major operating funds. Keep to high level account descriptions (avoid too much detail). Summarize into thousands.
Is there a chart showing staffing by department which provides historical information (comparative) such as FTE’s? Staffing is
often the most significant cost. Also, this can help provide insight into how the government is organized.
Does the budget document discuss reserves (policy, targets, levels, planned uses, plans to restore)? Fund balance changes of
more than 10% should be explained. Uses of fund balance in your budget should be explained as well.
Is there a description of the programs and activities provided that includes measurable objectives? Are they related to the
goals? “Narratives” take many forms. Basically describe what you are doing, why you are doing it and who is the customer.
This can be organized by department, fund, program or community priority.
Does the budget discuss current debt levels by debt types (general obligation, revenue, assessment) including comparisons to
legal limits? Debt or other legal / financial obligations can be a significant budgetary and financial issue. Transparency is the
key – but again at a summary level. What debt exists and why? How does it compare to legal limits and ability to pay?
Does the budget include a list of capital projects for the year? Does it discuss how the improvements will impact future
operating budgets? Capital budgets are challenging to present in clear and simple ways. However a few schedules of sources
and uses of funds, along with descriptions of your largest projects works well. Be sure to discuss operating budget impacts.
Does the budget convey its messages clearly such as with graphs, tables or other means throughout the document? Budgets
can be intimidating – work to avoid jargon, long-running paragraphs of text, too many details and other potential distractions.
Is the overall budget format easy to follow and use? Consider a “highlights” or other ways to convey the most important
points. Most casual readers will look at the message and a few additional pages. Use this limited attention well!
Would a citizen or an elected official feel this is a user-friendly budget? A “budget in brief” or some other summary is often
helpful. Put the hot-button issues right up front. Be clear about what you are proposing – in simple terms.
Does the budget document provide the reader with opportunities to gain further information? Provide references to your web
site, other documents, staff contacts, and other ways that someone can find out more about the budget or a related topic.
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