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COMPLETE TEXT OF
House Joint Resolution 4220

BE IT RESOLVED, BY THE SENATE AND HOUSE OF
REPRESENTATIVES OF THE STATE OF WASHINGTON,
IN LEGISLATIVE SESSION ASSEMBLED:

THAT, At the next general election to be held in this state
the secretary of state shall submit to the qualified voters of
the state for their approval and ratification, or rejection, an
amendment to Article VII, section 2 of the Constitution of the
state of Washington to read as follows:

Article VII, section 2.  Except as hereinafter provided and
notwithstanding any other provision of this Constitution, the
aggregate of all tax levies upon real and personal property
by the state and all taxing districts now existing or hereafter
created, shall not in any year exceed one percent of the true
and fair value of such property in money:  Provided, how-
ever, That nothing herein shall prevent levies at the rates
now provided by law by or for any port or public utility dis-
trict.  The term “taxing district” for the purposes of this sec-
tion shall mean any political subdivision, municipal corpora-
tion, district, or other governmental agency authorized by
law to levy, or have levied for it, ad valorem taxes on prop-
erty, other than a port or public utility district.  Such aggre-
gate limitation or any specific limitation imposed by law in
conformity therewith may be exceeded only as follows:

(a) By any taxing district when specifically authorized so
to do by a majority of at least three-fifths of the voters of the
taxing district voting on the proposition to levy such addi-
tional tax submitted not more than twelve months prior to the
date on which the proposed levy is to be made and not oftener
than twice in such twelve month period, either at a special
election or at the regular election of such taxing district, at
which election the number of voters voting “yes” on the propo-
sition shall constitute three-fifths of a number equal to forty
percent of the total number of voters voting in such taxing
district at the last preceding general election when the num-
ber of voters voting on the proposition does not exceed forty
percent of the total number of voters voting in such taxing
district in the last preceding general election; or by a major-
ity of at least three-fifths of the voters of the taxing district
voting on the proposition to levy when the number of voters
voting on the proposition exceeds forty percent of the num-
ber of voters voting in such taxing district in the last preced-
ing general election:  Provided, That notwithstanding any
other provision of this Constitution, any proposition pursuant
to this subsection to levy additional tax for the support of the
common schools or fire protection districts may provide such
support for a period of up to four years and any proposition
to levy an additional tax to support the construction, mod-
ernization, or remodelling of school facilities or fire facilities
may provide such support for a period not exceeding six
years;

(b) By any taxing district otherwise authorized by law to
issue general obligation bonds for capital purposes, for the
sole purpose of making the required payments of principal
and interest on general obligation bonds issued solely for
capital purposes, other than the replacement of equipment,
when authorized so to do by majority of at least three-fifths
of the voters of the taxing district voting on the proposition to
issue such bonds and to pay the principal and interest thereon
by annual tax levies in excess of the limitation herein pro-
vided during the term of such bonds, submitted not oftener
than twice in any calendar year, at an election held in the
manner provided by law for bond elections in such taxing
district, at which election the total number of voters voting on
the proposition shall constitute not less than forty percent of
the total number of voters voting in such taxing district at the
last preceding general election:  Provided, That any such
taxing district shall have the right by vote of its governing
body to refund any general obligation bonds of said district
issued for capital purposes only, and to provide for the inter-
est thereon and amortization thereof by annual levies in ex-
cess of the tax limitation provided for herein, And provided
further, That the provisions of this section shall also be sub-
ject to the limitations contained in Article VIII, Section 6, of
this Constitution;

(c) By the state or any taxing district for the purpose of
preventing the impairment of the obligation of a contract when
ordered so to do by a court of last resort.

BE IT FURTHER RESOLVED, That the secretary of state
shall cause notice of this constitutional amendment to be
published at least four times during the four weeks next pre-
ceding the election in every legal newspaper in the state.
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measure is a vote to reject the referred portions of EHB 2901 as passed by the Legislature.
This measure would revise rate classifications to produce a closer relationship between an employer’s contribution rate

and actual experience. Employers subject to a high incidence of employment claims would pay a higher contribution, and
employers with a lower incidence of claims would pay lower contributions. Current rate class 20 would be divided into five
subclasses (20A through 20E) and the measure would establish a formula for assigning employers to these subclasses.
For employers assigned to rate classes 19 through 20E, the maximum amount of wages subject to tax would increase to
85% of the “average annual wage for contributions purposes” (based on the second preceding calendar year) in 2003, and
90% of the “average annual wage for contributions purposes” in 2004 and later years. For employers in the other rate
classes, the maximum contribution level would remain at 80%.

This measure would adopt new tables and arrays of contribution rates for all rate classes, one for 2003 and 2004 and a
second one for 2005 and later years. The measure authorizes a tax schedule no higher than Tax Schedule C during 2004.
Therefore, even if applying the statutory formula would otherwise lead to adoption of a higher schedule, Tax Schedule C will
be used in 2004.

This measure would establish a new equity surcharge calculated to bring employer contributions closer to actual claims
costs. This surcharge would be added to the contribution rate beginning in 2005 if unemployment benefits paid to claimants
attributed to that employer exceed the contributions paid by that employer in three or more of the four preceding fiscal
years. The amount of the surcharge would be determined by the employment security commissioner following standards
set forth in the measure, but could not exceed .6% (6 tenths of one percent). The surcharge would not apply to employers
with certain industrial classification codes.

This measure would amend the law relating to successor employers. (A “successor employer” is an individual or corpora-
tion that takes over an existing business.)  Until the successor employer qualifies for a contribution rate on its own, the
employment security commissioner assigns a contribution rate based on the average rate for the employer’s industry. In
assigning employers to industrial classifications, the measure would adopt the North American industry classification code
system, along with the current standard industrial classification code. The measure also provides that where a successor
employer is not already an employer when a business is transferred, the new employer will continue to pay the same
contribution as the predecessor for the remainder of the rate year in which the transfer occurs. Successor employers would
also be subject to equity surcharges.

The referred portions of the measure also provide effective dates and expiration dates for various provisions of EHB
2901.

REFERENDUM MEASURE 53    (continued from previous page)
The law as it presently exists (continued):

REFERENDUM BILL 51    (continued from page 15)
The law as it presently exists (continued):

licensing fees ranging from $37 (4,000 to 6,000 lbs.) to $2,883 (105,000 lbs. or more). The annual fee for vehicles which
tow trailers, or are not used exclusively for hauling logs, varies from $37 (4,000 to 6,000 lbs.) to $2,973 (105,000 lbs. or
more). The revenue from these fees, like fuel tax revenue, is constitutionally restricted to highway (including ferry) pur-
poses.

The current state sales tax, applied to the retail sale of any item in this state (with certain exceptions) is 6.5 percent of the
selling price (local governments are authorized to impose certain additional sales taxes above this amount). The use tax
(applied to items used within this state but not subject to sales tax) is also 6.5 percent, applied against the value of the item
used. Cars, trucks, and other motor vehicles are currently taxed at the same rate as other items. The revenue from sales
taxes is not constitutionally restricted and is used for a variety of governmental purposes. Some of it may be spent on
transportation purposes (including rail and transit) if the Legislature so directs.

Engrossed Substitute House Bill 2969 (ESHB 2969) was enacted by the Legislature in its 2002 session. The Legislature
referred portions of this bill (the “referred portions”) to the people for their approval or rejection at the 2002 general election.
The referred portions of the bill would increase fuel taxes, increase licensing fees on heavy trucks and buses, and increase
the sales and use tax on motor vehicles. The increases would be used to fund various transportation projects.

The effect of the proposed measure, if it becomes law:
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The appropriations for projects to be funded in 2001-2003 and the 10-year project plan are not listed in ESHB 2969 itself
but are included in another enactment, Engrossed Substitute Senate Bill 6347. Copies of ESSB 6347 are available from the
Legislature, or may be obtained electronically from either house of the Legislature at www.sgc.leg.wa.gov or
www.htc.leg.wa.gov.

The bill would increase the motor vehicle fuel tax rate by five cents per gallon beginning January 1, 2003, and by four
additional cents per gallon beginning January 1, 2004. The tax on “special fuels” (those not ordinarily used as motor vehicle
fuel) would also be increased by five cents in 2003 and by four additional cents in 2004. A small portion (projected under 5
percent) of the increased tax would be distributed directly to counties, and to cities and towns of over 10,000 population, for
local transportation purposes. The remainder would be placed in the motor vehicle account and used for state and local
transportation (highway and ferry) purposes.

Beginning with vehicle registrations due January 1, 2003, the bill would impose a surcharge on all heavy trucks and
buses over 10,000 lbs. in gross weight, amounting to 15 percent of the current charges applicable to each vehicle. On
January 1, 2004, the surcharge would increase to 30 percent of the current charge. The proceeds of the surcharge would
be deposited in the motor vehicle account. The bill would also create a freight mobility account. Money in this account could
be appropriated by the Legislature for roadway improvement projects to facilitate freight movement.

The bill would also impose an additional sales tax, beginning April 1, 2003, of one percent of the selling price of each retail
sale of a motor vehicle in this state, except retail car rentals, and the same increase in the use tax. The revenues from these
tax increases would be placed in the multimodal transportation account for transportation purposes (highways, ferries, rail,
and public transportation).

The bill would authorize the sale of state general obligation bonds. First, the bill would authorize the sale of $4.5 billion
worth of bonds, with the resulting revenue to be placed in the motor vehicle fund and used for the location, design, right of
way, and construction of state and local highway improvements (including improvements in the ferry system). Second, the
bill would also authorize the sale of an additional total of $100 million of bonds, with the resulting revenues from this sale to
be placed in the multimodal transportation account and used for the planning, design, construction, and other costs for
transportation projects, including rail, transit, and passenger-only ferry projects. The revenues from the tax and fee in-
creases imposed in the bill would be used, among other things, to repay the principal and interest on these bonds.

The nonreferred portions of ESHB 2969 relate to the subject of accountability for transportation projects and programs.
The responsibilities of the legislative transportation accountability committee, the department of transportation, the trans-
portation commission, and a new transportation accountability board would be defined. Although these sections are not
included in the referendum, the bill provides that these sections will be null and void if the referendum is not approved by the
people.

REFERENDUM BILL 51    (continued from previous page)
The effect of the proposed measure, if it becomes law (continued):
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Five-Year Fiscal Impact Through 2007
Initiative 776 reduces transportation funding generated by vehicle license fees. Over the next five years, the initiative: reduces state
funding for highways, State Patrol and ferry operations by $93 million; and reduces local-option transportation funding for Douglas,
King, Pierce and Snohomish counties, and cities within those counties, by $165 million. The impact on Sound Transit rail and regional
bus service in Snohomish, King and Pierce counties depends on the status of Sound Transit bonds. I-776 repeals $318 million in voter-
approved Sound Transit excise taxes, but the law may require continued collection of repealed taxes if needed to repay outstanding bonds.

Fiscal Impact Assumptions
• Reducing the combined license fee for trucks with a declared gross weight of 8,000 pounds or less would result in a loss of

state funding for highways, the State Patrol and ferry operations. These trucks currently pay combined license fees between
$37 and $55, depending upon vehicle weight. Initiative 776 would reduce these fees to $30.

• Repealing the local-option vehicle license fee would result in the loss of general transportation funding in Douglas, King,
Pierce, and Snohomish counties. Current law allows all counties (or qualified cities or towns with voter approval) to impose
local vehicle license fees up to $15 per year. The estimates shown reflect only those local jurisdictions that have implemented
the fee to date (Douglas, King, Pierce, and Snohomish counties).

• The loss of funding for Sound Transit light rail, commuter rail, and regional bus service would result from repeal of the authority
to levy a voter-approved high capacity transportation Motor Vehicle Excise Tax (MVET). However, the law may require contin-
ued collection of repealed taxes if needed to repay outstanding bonds. The estimates shown reflect only the portion of MVET
that was approved by Central Puget Sound voters in November 1996 (0.3 percent of vehicle value). The average MVET bill in
the Central Puget Sound region is estimated to be $28 per year per vehicle, but actual savings would vary because the MVET
is a tax based on vehicle value.

• The fiscal impacts shown assume a January 1, 2003, implementation date for Initiative 776.

• Combined license fee estimates are based on the June 2002 Motor Vehicle License, Permit and Fee Revenue Forecast.

• Local Option Vehicle Fee estimates are based on the June 2002 Local Option Tax Revenue Forecast.

• Sound Transit estimates are based on the Sound Transit November 2001 Transportation Revenue Forecast.

Five-Year Fiscal Impact Through 2007
Initiative 790 increases state and local government costs for the law enforcement officers and fire fighters pension system. There
is a wide range of possible fiscal impacts. The actual fiscal impacts depend on how provisions for increased benefits are imple-
mented. Five-year costs could range from $1 million to $549 million for state government, from $2 million to $822 million for local
governments, and from $3 million to $1.4 billion for eligible law enforcement officers and fire fighters. The higher costs are the result
of increases in benefits. The lowest costs are possible only if benefits are not increased.

Fiscal Impact Assumptions
High benefit increase: Costs are $549 million for state government, $822 million for local governments, and $1.4 billion for active
members of the pension system. These costs are calculated using the following assumptions.

• Income from the pension fund above the estimated earnings rate is removed from the pension fund and earmarked for
extra benefits every year. This process effectively reduces the average annual rate of return on investment of the fund
from 8 percent to 4 percent.

• The new pension fund governing board increases benefits up to the maximum allowed without prior approval by the Legislature.
• The new governing board relies largely on new staff positions to administer the pension system.

Medium benefit increase: Costs are $257 million for state government, $385 million for local governments, and $643 million for
active members of the pension system. These costs are calculated using the following assumptions.

• Income from the pension fund above the estimated earnings rate is removed from the pension fund and earmarked for
extra benefits every six years. This process effectively reduces the average annual rate of return on investment of the fund
from 8 percent to 5 percent.

• The new pension fund governing board does not exercise its authority to adopt increased benefits over the next five years.
• The new governing board relies largely on the existing Department of Retirement System’s staff positions to administer the

pension system.

No benefit increase: Costs are $1 million for state government, $2 million for local governments, and $3 million for active members
of the pension system. These costs are calculated using the following assumptions.

• State governments, local governments, and active members of the pension fund lose the potential to benefit from periods
of unanticipated high investment returns.

• The new pension fund governing board does not adopt increased benefits over the next five years.
• The new governing board relies largely on existing Department of Retirement System’s staff positions to administer the

pension system.

INITIATIVE MEASURE 776
Fiscal Impact Statement

INITIATIVE MEASURE 790
Fiscal Impact Statement
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REFERENDUM MEASURE 53
Fiscal Impact Statement

Five-Year Fiscal Impact Through 2007
Referendum Measure 53 affects unemployment insurance taxes paid by employers. Tax rates are reduced for some employers
whose taxes have been greater than the benefits paid to their former workers, and increased for other employers whose taxes have
been less than benefits paid to former workers. The effect of Referendum 53 on revenue deposited in the Unemployment Insurance
Trust Fund varies each year, but the measure may reduce total unemployment taxes paid over the next five years by $180 million.
Referendum 53 does not affect unemployment benefits paid to unemployed workers.

Fiscal Impact Assumptions
• Under the most likely unemployment conditions, Referendum 53 causes revenue going into the Unemployment Insurance

Trust Fund to increase by $23 million in 2003, increase by $34 million in 2004, and decrease by a net $180 million through
2007. Despite the net decrease, higher taxes would be paid by some industries that in recent years have paid taxes that
are less than the value of unemployment benefits received by their laid-off employees. Lower taxes would be paid by other
industries in which unemployment taxes they have paid in recent years have exceeded unemployment benefits received
by their former employees.

• Unemployment conditions used in the analysis above are based on the June 2002 unemployment rates forecast by the
Office of the Forecast Council. The most likely unemployment condition is “medium unemployment” defined as an unem-
ployment rate in excess of 6.5 percent from June 2002 through the third quarter of 2003.

• Although Referendum 53 affects the overall amount of money in the Unemployment Insurance Trust Fund, employer tax
rates automatically are adjusted to ensure sufficient unemployment taxes to pay unemployment benefits.

• Referendum 53 does not affect eligibility for unemployment benefits, the amount of benefits paid, or administrative costs.

• For purposes of this analysis, it is assumed that the total number of Washington State employers remains the same
through 2007, and that an individual employer’s relative position in the unemployment tax rate class schedule remains the
same through 2007.

REFERENDUM BILL 51
Fiscal Impact Statement

10-Year Fiscal Impact Through 2012
Referendum Bill 51 increases state transportation tax and fee revenue by $4.5 billion and authorizes $4.6 billion in new transporta-
tion bonds. This new revenue finances up to $7.7 billion in new highway projects, ferries, rail, local road projects, and public transit,
over 10 years, and provides funding necessary to pay back the new transportation bonds. The impact to individual taxpayers will
vary depending upon type of vehicle and miles driven.

Fiscal Impact Assumptions
• A 9-cent gas tax increase would be phased in over two years – 5 cents effective January 1, 2003, and an additional 4 cents

effective January 1, 2004.
• An additional state sales and use tax of 1 percent on new and used vehicles would take effect April 1, 2003. New revenue

would be dedicated to transportation purposes such as highways, ferries, rail investments and transit.
• Gross weight fees for trucks over 10,000 pounds would be increased by 30 percent, phased in over two years – 15 percent

effective January 1, 2003, and the remaining 15 percent effective January 1, 2004.
• Since motor vehicle fees and taxes paid would depend on the type of vehicle and the number of miles driven, the amount

of the increase for each taxpayer would vary.
• State sales and use tax revenue paid on most Washington State Department of Transportation highway improvement

projects after July 1, 2005, would be transferred for use in other transportation projects. This revenue currently is deposited
in the General Fund.

• $4.5 billion in bonds supported by gasoline tax revenue would be authorized for highway and ferry projects and an addi-
tional $100 million in general obligation bonds would be authorized and could be used for non-highway transportation
projects such as capital rail investments and passenger ferries.

• Revenue estimates are based on June 2002 forecasts of the Transportation Revenue Forecast Council and the Economic
and Revenue Forecast Council.

• Fuel tax revenue estimates assume current fuel consumption levels.
• Expenditure estimates reflect the expenditure plan of the 2002 Legislature. Future expenditures are subject to legislative

appropriation.
• Debt service estimates reflect the expenditure plan of the 2002 Legislature and assume that 25-year bonds will be issued

at an interest rate of 5.5 percent.




