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SEATTLE CITY COUNCIL

Select Budget Committee

Agenda
July 1, 2020 - 10:00 AM

Session | at 10 a.m. & Session Il at 2 p.m.

Meeting Location:
Remote Meeting. Call listen line at 206-684-8566 or access Seattle Channel online.

Committee Website:
http://www.seattle.gov/council/committees/budget

This meeting also constitutes a meeting of the City Council, provided that the meeting shall be conducted as a
committee meeting under the Council Rules and Procedures, and Council action shall be limited to committee
business.

In-person attendance is currently prohibited per Washington State Governor's
Proclamation No. 20-28.5 through July 1, 2020. Meeting participation is limited to access
by telephone conference line and Seattle Channel online.

Register online to speak during the Public Comment period at the
10:00 a.m. (Session I) or 2:00 p.m. (Session Il) Select Budget
Committee meeting at
http://www.seattle.gov/council/committees/public-comment.

Sign-up registration will begin two hours before the 10:00 a.m.
(Session I) and 2:00 p.m. (Session Il) Select Budget Committee
meeting start times, and registration will end at the conclusion of
each Public Comment period during the meeting. Speakers must
be registered in order to be recognized by the Chair.

Submit written comments to all Councilmembers at
Council@seattle.gov

Sign-up to provide Public Comment at the meeting at
http://www.seattle.gov/council/committees/public-comment
Watch live streaming video of the meeting at
http://www.seattle.gov/council/watch-council-live

Listen to the meeting by calling the Council Chamber Listen Line
at 206-684-8566
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Select Budget Committee Agenda July 1, 2020

Please Note: Times listed are estimated

Session | - 10:00 a.m.

A. Call To Order

B. Approval of the Agenda

C. Public Comment (Part | of Il)

Register online to speak during the Public Comment period at the
10:00 a.m., Session | of the Select Budget Committee meeting at
http://www.seattle.gov/council/committees/public-comment.

Sign-up registration will begin two hours before the 10:00 a.m.,
Session | of the Select Budget Committee meeting start time, and
registration will end at the conclusion of the Public Comment
period during the meeting. Speakers must be registered in order
to be recognized by the Chair.

D. Items of Business

Click here for accessibility information and to request accommodations.
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Select Budget Committee Agenda July 1, 2020

1. CB 119810 AN ORDINANCE relating to taxation; imposing a payroll expense
tax on persons engaging in business in Seattle; adding a new
Chapter 5.38 to the Seattle Municipal Code; and amending
Sections 5.30.010, 5.30.060, 5.55.010, 5.55.040, 5.55.060, 5.55.150,
5.55.165, 5.55.220, 5.55.230, and 6.208.020 of the Seattle Municipal
Code.

Supporting
Documents: Summary and Fiscal Note

Central Staff Presentation - List of Proposed Amendments

Amendment 21 (Mosqueda) - Technical Definition

Amendment 20 (Mosqueda and Morales) - Rates

Amendment 11 (Sawant) - Rates

Amendment 15 (Sawant) - Rates

Amendment 16 (Sawant) - Rates - Black Lives Matter

Amendment 17 (Sawant) - Rates - Green New Deal

Amendment 1 (Herbold and Sawant) - Effective Date

Amendment 5 (Juarez and Pedersen) - Ballot Measure

Amendment 8 (Pedersen) - Exempt Nonprofits

Amendment 14 (Mosqueda) - 5-year Exempt Nonprofit Healthcare
Providers

Amendment 7 (Pedersen) - 2-Year Exemption for Hospitals and
Healthcare Entities

Amendment 3 (Sawant) - Sunset

Amendment 4 (Pedersen) - Sunset

Amendment 6 (Pederson) - Level Playing Field

Amendment 12 (Mosqueda and Strauss) - Strengthen Level Playing
Field Provisions
Amendment 18 (Morales) - Maintain a Level Playing Field

CB 119772 - Payroll Expense Tax (Sawant / Morales)
CB 119773 - Interfund Loan (Sawant / Morales)
CB 119774 - Spending Plan (Sawant / Morales)

Briefing, Discussion, and Possible Vote

Presenters: Dan Eder, Tom Mikesell, Aly Pennucci, and Traci Ratzliff,
Council Central Staff

Click here for accessibility information and to request accommodations. Page 4
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Select Budget Committee Agenda July 1, 2020

2. CB 119811 AN ORDINANCE establishing a spending plan for proposed use
of the proceeds generated from the payroll expense tax
authorized by the ordinance introduced as Council Bill 119810
establishing an oversight committee; and adding a new Section
3.35.100 to the Seattle Municipal Code.

Attachments: Att 1 - Proposed Spending Plan

Supporting
Documents: Summary and Fiscal Note

Central Staff Memo

Proposed Substitute for CB 119811

Amendment 1 to Proposed Substitute (Pedersen)
Amendment 2 to Proposed Substitute (Pedersen)

Briefing, Discussion, and Possible Vote

Presenters: Aly Pennucci and Traci Ratzliff, Council Central Staff

3. CB 119812 AN ORDINANCE amending Ordinance 126000, which adopted the
2020 Budget; making appropriations from the Emergency Fund
for public assistance during the COVID-19 civil emergency;
making an appropriation from the General Fund for public
assistance during the civil emergency; and making
appropriations from the Revenue Stabilization Fund for public
assistance during the civil emergency; all by a 3/4 vote of the City
Council.

Supporting
Documents: Summary and Fiscal Note

Briefing and Discussion

Presenters: Aly Pennucci and Traci Ratzliff, Council Central Staff

Session Il - 2:00 p.m.

Click here for accessibility information and to request accommodations. Page 5
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Select Budget Committee

Agenda July 1, 2020

E. Public Comment (Part Il of Il)

F. Items of Business

4,

CB 119816

Supporting
Documents:

Supporting
Documents:

Register online to speak during the Public Comment period at the
2:00 p.m., Session Il of the Select Budget Committee meeting at
http://www.seattle.gov/council/committees/public-comment.

Sign-up registration will begin two hours before the 2:00 p.m.,
Session Il of the Select Budget Committee meeting start time, and
registration will end at the conclusion of the Public Comment
period during the meeting. Speakers must be registered in order
to be recognized by the Chair.

AN ORDINANCE related to the City’s response to the 2020
COVID-19 crisis; amending Ordinance 126000, which adopted the
2020 Budget; accepting funding from non-City sources;

changing appropriations to various departments and budget
control levels, and from various funds in the Budget; declaring an
emergency; and establishing an immediate effective date; all by a
3/4 vote of the City Council.

Summary and Fiscal Note
Central Staff Memo
Amendment 1 (Mosqueda & Herbold) - Technical Correction

Amendment 2 (Mosqueda & Herbold) - Technical Correction

Briefing, Discussion, and Possible Vote

Presenters: Jeff Simms and Amy Gore, Council Central Staff

City Budget Office Overview of the 2020 Rebalancing Package

Presentation (06/24/2020)

Briefing and Discussion

Presenters: Ben Noble, Director, and Julie Dingley, City Budget Office;
Deputy Mayor Shefali Ranganathan

Click here for accessibility information and to request accommodations. Page 6
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G. Adjournment

Click here for accessibility information and to request accommodations. Page 7
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File #: CB 119810, Version: 1

CITY OF SEATTLE

ORDINANCE

COUNCIL BILL

AN ORDINANCE relating to taxation; imposing a payroll expense tax on persons engaging in business in
Seattle; adding a new Chapter 5.38 to the Seattle Municipal Code; and amending Sections 5.30.010,
5.30.060, 5.55.010, 5.55.040, 5.55.060, 5.55.150, 5.55.165, 5.55.220, 5.55.230, and 6.208.020 of the
Seattle Municipal Code.

WHEREAS, the City Council intends to revisit the tax imposed by this new Chapter 5.38 in the event that an
organization with overlapping jurisdiction implements a progressive revenue source that provides City
of Seattle (“City”) funding at levels equivalent to those generated through this payroll expense tax; and

WHEREAS, on March 11, 2020, the World Health Organization announced that the novel coronavirus (COVID
-19) is officially a global pandemic; and

WHEREAS, on February 29, 2020, the Washington Governor issued Proclamation 20-05, proclaiming a state
of emergency for all counties throughout the state of Washington in response to new cases of COVID-
19, and

WHEREAS, on March 25, 2020, the Washington Governor issued Proclamation 20-25, prohibiting all people in
Washington from leaving their homes and all non-essential businesses in Washington from conducting
business (“Stay Home, Stay Healthy Proclamation”); and

WHEREAS, these actions are appropriate for public health reasons but result in severe economic impacts on
families and individuals in Seattle; and

WHEREAS, these impacts are felt most strongly by people with low incomes who have become unemployed or

had their work hours severely reduced; and
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WHEREAS, federal and state assistance to people with low incomes will not be sufficient to meet their basic
needs during this public health and financial crisis; and

WHEREAS, without additional support, many people with low incomes will face severe financial hardship that
will have significant negative impacts, including but not limited to public health impacts and greater
housing insecurity, as well as impacts to small businesses and the local economy; and

WHEREAS, on November 2, 2015, the Mayor of Seattle issued a Proclamation of Civil Emergency related to
homelessness; on November 3, 2015, the City Council adopted Resolution 31630 ratifying and
confirming the Mayoral Proclamation of Civil Emergency; and the civil emergency remains in effect.
As of 2019 there were roughly 11 percent more people experiencing homelessness in the region than in
2015; and

WHEREAS, a national study published in the Journal of Urban Affairs established the correlation between
increasing rent and homelessness, finding that an increase of $100 in median rent for an area results in a
15 percent (metro areas) and a 39 percent (nearby suburbs and rural areas) increase in homelessness;
and

WHEREAS, average rents in Seattle rose 69 percent between 2010 and 2018, far beyond the rate of inflation
and more than double the national average; and

WHEREAS, the 2019 Seattle-King County Point in Time Count of persons experiencing homelessness
estimates there are 11,199 individuals experiencing homelessness in the region; and

WHEREAS, the October 2019 Report and Recommendations of the King County Regional Affordable Housing
Task Force found that 156,000 affordable homes were needed immediately, and another 88,000
affordable homes by 2040, to ensure that no low-income or working households were cost-burdened;
and

WHEREAS, the Third Door Coalition proposal advocates for the creation of 6,500 permanent supportive

housing units as a proven solution for meeting the housing and services needs of those who are
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chronically homelessness; and

WHEREAS, the City recognizes the importance of using a “Housing First” approach in the development of
permanent housing for those experiencing homelessness, which prioritizes providing access to low- or
no-barrier housing for such persons; and

WHEREAS, the affordable housing crisis, homelessness emergency, and now the COVID-19 pandemic and
related economic and unemployment emergencies in Seattle are deeply impacting the lives of people
throughout Seattle and the region, and disproportionately harm people of color, immigrants, the LGBTQ
community, indigenous peoples’ communities, disabled community members, and women, who already
struggle against entrenched inequality; and

WHERAS, the International Monetary Fund’s recent World Economic Outlook forecasts the worst global
recession since the Great Depression; and

WHEREAS, the City Budget Office’s recent economic forecast for the Seattle metropolitan area predicts
significant job loss, high unemployment, and declining per capita income; and

WHEREAS, the City Budget Office projects the City’s revenue will be impacted by between $210 million and
$300 million in 2020; and

WHEREAS, a significant decline in revenue will impact the City’s ability to provide necessary support to
communities facing hardship due to the COVID-19 public health crisis and recession and to adequately
address the ongoing homelessness crisis; and

WHEREAS, the period of economic recovery from the 2007-2009 Great Recession resulted in worsening
economic disparities in Washington, and households experiencing deep poverty increased by 15,000 in
the state; and

WHEREAS, the economic hardships and loss of wealth resulting from the Great Recession disproportionately
impacted households of color, in particular Black households and Hispanic and Latinx households; and

WHEREAS, the gains in income growth associated with the period of economic recovery and growth in 10
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Washington leading up to the COVID-19 recession have been concentrated among the wealthiest
households; and

WHEREAS, public investments have not kept pace with the growing economy, and in fact have declined from
pre-Great Recession levels; and

WHEREAS, austerity measures and spending cuts made in response to the Great Recession resulted in uneven
and slow economic recovery, and prolonged hardship for vulnerable and marginalized communities; and

WHEREAS, Washington ranks as the worst in the nation for regressive state and local tax systems; and

WHEREAS, the U.S. Internal Revenue Service states that “a progressive tax takes a larger percentage of
income from high-income groups than from low-income groups and is based on the concept of ability to
pay’’; and

WHEREAS, on November 20, 2017, the City Council unanimously adopted Resolution 31782, “establishing a
process by which [T]he City of Seattle will determine new progressive revenues including an Employee
Hours Tax, expressing the City Council’s intent to impose such potential revenues, and expressing the
City Council’s intent to make investments with these revenues that would assist people who are
homeless or at a high risk of becoming homeless in obtaining and retaining stable housing”; and

WHEREAS, Resolution 31782 established a Progressive Revenue Task Force (“Task Force”) and requested that
the Task Force evaluate and determine “appropriate tax rates and possible exemption levels that are
expected to yield between $25 million and $75 million in revenue per year”; and

WHEREAS, the Progressive Revenue Task Force’s March 9, 2018, final report recommended that the City seek
to collect $75 million from a new employee hours tax, a new payroll tax, or both to address
homelessness and affordable housing; and

WHEREAS, the City imposed an employee hours tax through Ordinance 125578 that would have raised $47
million annually plus a measure of inflation; and

WHEREAS, the City repealed the employee hours tax through Ordinance 125592; and

SEATTLE CITY COUNCIL Page 4 of 19 Printed on 6/30/2020
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WHEREAS, The City of Seattle intends to exercise its taxing authority, as granted by the Washington State

Constitution and as authorized by the Washington State Legislature; NOW, THEREFORE,
BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. A new Chapter 5.38 is added to the Seattle Municipal Code as follows:
Chapter 5.38 PAYROLL EXPENSE TAX
5.38.010 Administrative provisions
All of the provisions contained in Chapter 5.55 shall have full force and application with respect to taxes
imposed under the provisions of this Chapter 5.38 except as may be expressly stated to the contrary herein.
5.38.020 Definitions
The definitions contained in Chapter 5.30 shall be fully applicable to this Chapter 5.38 except as may be
expressly stated to the contrary herein. The following additional definitions shall apply throughout this Chapter
5.38:

“Business” has the same meaning as that term is defined in Section 5.30.020. Depending on the context,
“business” may also mean a person engaging in business in Seattle.

“Compensation” means remuneration as that term is defined in RCW 50A.05.010. “Compensation”
does not include payments to an owner of a pass-through entity that are not earned for services rendered or
work performed, such as return of capital, investment income, or other income from passive activities.

“Employee” means any individual who performs work, labor, or personal services of any nature for
compensation paid by a business. For purposes of this Chapter 5.38, the term “employee”:

1. Includes individuals who are members of limited liability companies, members of professional
limited liability companies, partners, other owners of pass-through entities, and sole proprietors; and

2. Includes individuals who would be considered to be independent contractors for purposes of the
business license tax under subsection 5.45.090.S.

“Grocery business” means: 12
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1. A business whose primary business is making retail sales of food and food ingredients to consumers
that are exempt from the retail sales tax under RCW 82.08.0293; and

2. A business whose primary business is making wholesale sales of food and food ingredients that will
be exempt from the retail sales tax under RCW 82.08.0293 when resold by the purchaser.

For subsections (1) and (2) of this definition, “primary business” means that 70 percent of the gross
income of the business for purposes of calculating the business license tax under Chapter 5.45 is attributable to
that business activity.

“Local government entity” has the same meaning as that term is defined in RCW 4.96.010.

“Net distribution” means the draws from net income by any owner of a pass-through entity. Taxable
distributions are limited by the amount of draws or net income for that owner, whichever is less. If the owner’s
draw exceeds that individual’s net profit, the excess draw is a return of capital. A return of capital is not taxable
because it is a liquidation of an owner’s assets.

“Pass-through entity” includes a trust, partnership, corporation described in Subchapter S of the Internal
Revenue Code of 1986, as amended, limited liability company, limited liability partnership, professional
corporation, and any other person or entity which is not subject to the income tax imposed by Subtitle A,
Chapter 1 of the Internal Revenue Code of 1986, as amended, or which is allowed a deduction in computing
such tax for distributions to the owners or beneficiaries of such person or entity.

“Payroll expense” means the compensation paid in Seattle to employees. Compensation is paid in
Seattle to an employee if:

1. The employee is primarily assigned within Seattle;

2. The employee is not primarily assigned to any place of business for the tax period and the employee
performs 50 percent or more of their service for the tax period in Seattle; or

3. The employee is not primarily assigned to any place of business for the tax period, the employee does

not perform 50 percent or more of their service in any city, and the employee resides in Seattle.
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“Primarily assigned” means the business location of the taxpayer where the employee performs their
duties.
“Remuneration” has the same meaning as that term is defined in RCW 50A.05.010.
“Taxpayer” means any person who engages in any business in Seattle or who performs any act for
which a tax is imposed under this Chapter 5.38.
5.38.030 Tax imposed-Rate
A. A payroll expense tax is hereby levied upon and shall be collected from every person engaging in
business within Seattle.
B. The amount of the payroll expense tax due shall be the payroll expense of the business, subject to any
deductions authorized under this Chapter 5.38, multiplied by the following rates:
1. For businesses with payroll expense up to $1 billion, the rate shall be:
a. Seven-tenths percent of the payroll expense of employees with annual compensation
of $150,000 to $499,999; and
b. One and four-tenths percent of the payroll expense of employees with annual
compensation of $500,000 or more.
2. For businesses with payroll expense greater than $1 billion, the rate shall be:
a. One and four-tenths percent of the payroll expense of employees with annual
compensation of $150,000 to $499,999; and
b. Two and one-tenth percent of the payroll expense of employees with annual
compensation of $500,000 or more.
C. The tax imposed by this Chapter 5.38 is levied on businesses. A business may not make any
deductions from employees’ compensation to pay for this tax.
5.38.040 Exemptions from the payroll expense tax

A. The following are exempt from the payroll expense tax: 14
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1. Any business having payroll expense, as defined under Section 5.38.020, of less than $7
million in the most recent complete calendar year.

2. Any business engaged in business in Seattle as a grocery business.

3. Any individual who is an independent contractor for purposes of the business license tax under
subsection 5.45.090.S and whose compensation is included in the payroll expense of another business subject to
the tax imposed by Section 5.38.030.

4. Businesses that are preempted from taxation by cities pursuant to federal or state statutes or
regulations, including, but not limited to, the following:

a. Insurance businesses and their agents as defined by RCW 48.01.050 and 48.17.010,
respectively, and whose total revenue is exempt from the business license tax per Chapter 5.45.
b. Businesses that only sell, manufacture, or distribute motor vehicle fuel as defined in
RCW 82.38.020 and exempted under RCW 82.38.080.
c. Businesses that only distribute or sell liquor as defined in RCW 66.04.010 and
exempted in RCW 66.08.120.
d. Federal and state government agencies and any local governmental entity.
5.38.050 Allocation and apportionment
A. The Director may adopt procedures to allow taxpayers who have payroll expenses consisting of work
done and services provided within and outside Seattle to use a representative test period or conduct a survey
based on factual data to arrive at a formula with which to calculate the percentage of payroll expense
attributable to Seattle. Any formula so established will be subject to review and correction by the Director.
B. If payroll expense as defined in Section 5.38.020 does not fairly represent the extent of the
compensation paid by the taxpayer to its employees that is attributable to work performed or services rendered
in Seattle, the taxpayer may petition the Director for, or the Director may require, the employment of another

method to effectuate an equitable allocation and apportionment. 15
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C. Nothing in this Chapter 5.38 shall be construed as requiring the payment of any tax for engaging in
business when such payment would be in violation of the Constitution or a statute of the United States or of the
Constitution or a statute of the state of Washington. Notwithstanding anything to the contrary herein, if
imposition of the City’s tax would place an undue burden upon interstate commerce or violate other
constitutional requirements, a taxpayer shall be allowed a credit to the extent necessary to preserve the validity
of the City’s tax, and still apply the City’s tax to as much of the taxpayer’s activities as may be subject to the
City’s taxing authority.

D. Businesses engaging temporary or contracted employees shall report and pay the tax on the payroll
expense of such temporary or contracted employees, whether or not they are from an employment agency.
5.38.060 Payroll expense tax-When due
The payroll expense tax imposed by this Chapter 5.38 shall be due and payable on a quarterly basis in
accordance with Section 5.55.040. Notwithstanding Section 5.55.040, the tax due for 2021 shall be payable on
the same date that the tax payment for the fourth quarter of 2021 is due. The Director may use discretion to
assign businesses to an annual reporting period. Forms for such filings shall be prescribed by the Director.
Persons discontinuing their business activities in Seattle shall report and pay the payroll expense tax at the same
time as they file their final business license tax return under Chapter 5.45.

5.38.070 Adjustments for inflation

A. Beginning on January 1, 2022, and on January 1 of every year thereafter, the Director shall adjust in

the manner described in subsection 5.38.070.B the following dollar amounts:
1. The amount of the dollar thresholds in Section 5.38.030; and
2. The amount of the exemption in subsection 5.38.040.A.1.

B. The amounts listed in subsection 5.38.070.A shall increase commensurate with the rate of growth of

the prior year’s June-to-June Consumer Price Index (CPI-U) for the Seattle-Tacoma-Bellevue area as published

by the United States Department of Labor. The amounts calculated shall be rounded to the nearest whole dollar. 16
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5.38.080 Tax in addition to other license fees or taxes

The tax imposed herein shall be in addition to any license fee or tax imposed or levied under any other law,
statute, or ordinance whether imposed or levied by the City, the State, or other governmental entity or political
subdivision.

5.38.090 Tax part of operating overhead

It is not the intention of this Chapter 5.38 that the taxes herein levied upon persons engaging in business be
construed as taxes upon the customers of such businesses, but that taxes shall be levied upon, and collectible
from, the person engaging in the business activities herein designated and that such taxes or fees shall constitute
a part of the operating overhead or cost of doing business of such persons.

5.38.100 Maintaining a level playing field

To maintain a level playing field for the payroll expense tax imposed in this Chapter 5.38, the Council intends
to monitor proposals for any taxes imposed by King County or the State of Washington on progressive revenue,
including payroll expense taxes. The City intends to work with King County and the State of Washington to
consider amendments to the tax imposed by this Chapter 5.38 in the event that businesses become subject to
future significant progressive taxes at the county or state level.

5.38.110 Rules and regulations

The Director shall adopt, publish, and enforce rules and regulations not inconsistent with this Chapter 5.38 for
the purpose of carrying out the provisions of this Chapter 5.38, including but not limited to rules to determine
the payroll expense attributable to work performed and services rendered by employees in Seattle.

5.38.120 Sunset

For all periods from January 1, 2021, through December 31, 2030, a payroll expense tax as imposed by this
Chapter 5.38 is hereby levied. No business shall owe a payroll expense tax for payroll expenses after December
31, 2030, and this Chapter 5.38 shall be limited to determining and collecting the payroll expense tax due for all

business activities prior to December 31, 2030.
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Section 2. Section 5.30.010 of the Seattle Municipal Code, last amended by Ordinance 125934, is
amended as follows:
5.30.010 Definition provisions
The definitions contained in this Chapter 5.30 shall apply to the following chapters of the Seattle Municipal

Code: Chapters 5.32 (Amusement Devices), 5.35 (Commercial Parking Tax), 5.38 (Payroll Expense Tax), 5.39

(Transportation Network Company Tax), 5.40 (Admission Tax), 5.45 (Business License Tax), 5.46 (Square
Footage Tax), 5.47 (Heating Oil Tax), 5.48 (Business Tax-Ultilities), 5.50 (Firearms and Ammunition Tax), 5.52
(Gambling Tax), 5.53 (Sweetened Beverage Tax), and 5.55 (General Administrative Provisions) unless
expressly provided for otherwise therein, and shall also apply to other chapters and sections of the Seattle
Municipal Code in the manner and to the extent expressly indicated in each chapter or section. Words in the
singular number shall include the plural and the plural shall include the singular. Words in one gender shall
include all other genders.

Section 3. Subsections 5.30.060.B and 5.30.060.C of the Seattle Municipal Code, which section was last
amended by Ordinance 125934, are amended as follows:

5.30.060 Definitions, T-Z

B. “Taxable gross income of the business and the value of products,” as used in Section 5.55.030 to

determine the business license tax certificate fee, and “taxable gross income” ((means)) mean the taxpayer’s

total amount of gross proceeds of sale, gross income of the business, and the value of products, less any

deductions available to the taxpayer under Chapter 5.45.
C. “Taxpayer” means any “person,” as herein defined, required by Chapter 5.55 to have a business
license tax certificate, or liable for any license, tax, or fee, or for the collection of any tax or fee, under Chapters

5.32 (Revenue Code), 5.35 (Commercial Parking Tax), 5.38 (Payroll Expense Tax), 5.39 (Transportation

Network Company Tax), 5.40 (Admission Tax), 5.45 (Business License Tax), 5.46 (Square Footage Tax), 5.47 18
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(Heating Oil Tax), 5.48 (Business Tax-Ultilities), 5.50 (Firearms and Ammunition Tax), 5.52 (Gambling Tax),
and 5.53 (Sweetened Beverage Tax), or who engages in any business or who performs any act for which a tax

or fee is imposed under those chapters.

Section 4. Section 5.55.010 of the Seattle Municipal Code, last amended by Ordinance 125934, is
amended as follows:
5.55.010 Application of chapter stated
Unless expressly stated to the contrary in each chapter, the provisions of this Chapter 5.55 shall apply with
respect to the licenses and taxes imposed under this Chapter 5.55 and Chapters 5.32 (Amusement Devices),

5.35 (Commercial Parking Tax), 5.38 (Payroll Expense Tax), 5.39 (Transportation Network Company Tax),

5.40 (Admission Tax), 5.45 (Business License Tax), 5.46 (Square Footage Tax), 5.47 (Heating Oil Tax), 5.48
(Business Tax-Utilities), 5.50 (Firearms and Ammunition Tax), 5.52 (Gambling Tax), 5.53 (Sweetened
Beverage Tax), and under other titles, chapters, and sections in such manner and to such extent as indicated in
each such title, chapter, or section.

Section 5. Subsection 5.55.040.A of the Seattle Municipal Code, which section was last amended by
Ordinance 125934, is amended as follows:
5.55.040 When due and payable-Reporting periods-Monthly, quarterly, and annual returns-Threshold
provisions-Computing time periods-Failure to file returns

A. Other than any annual license fee or registration fee assessed under this Chapter 5.55, the taxes

imposed by Chapters 5.32 (Amusement Devices), 5.35 (Commercial Parking Tax), 5.38 (Payroll Expense Tax),

5.39 (Transportation Network Company Tax), 5.40 (Admission Tax), 5.45 (Business License Tax), 5.46 (Square
Footage Tax), 5.47 (Heating Oil Tax), 5.48 (Business Tax-Ultilities), 5.50 (Firearms and Ammunition Tax), 5.52
(Gambling Tax), and 5.53 (Sweetened Beverage Tax) shall be due and payable in quarterly installments. The

Director may use discretion to assign businesses to a monthly or annual reporting period depending on the tax 19
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amount owing or type of tax. Taxes imposed by subsections 5.52.030.A.2 and 5.52.030.B.2 for punch boards
and pull-tabs shall be due and payable in monthly installments. Tax returns and payments are due on or before
the last day of the next month following the end of the assigned reporting period covered by the return.
* % %

Section 6. Subsection 5.55.060.A of the Seattle Municipal Code, which section was last amended by
Ordinance 125934, is amended as follows:
5.55.060 Records to be preserved-Examination-Inspection-Search warrants-Estoppel to question
assessment

A. Every person liable for any fee or tax imposed by this Chapter 5.55 and Chapters 5.32, 5.35, 5.38,
5.39,5.40, 5.45, 5.46, 5.47, 5.48, 5.50, 5.52, and 5.53 shall keep and preserve, for a period of five years after
filing a tax return, such records as may be necessary to determine the amount of any fee or tax for which the
person may be liable; which records shall include copies of all federal income tax and state tax returns and
reports made by the person. All books, records, papers, invoices, ticket stubs, vendor lists, gambling games, and
payout information, inventories, stocks of merchandise, and other data, including federal income tax and state
tax returns, and reports needed to determine the accuracy of any taxes due, shall be open for inspection or
examination at any time by the Director or a duly authorized agent. Every person’s business premises shall be
open for inspection or examination by the Director or a duly authorized agent. For the purposes of this Section
5.55.060, for the tax imposed by Chapter 5.53, “business premises” means wherever the person’s business
records and tax documents are maintained and does not mean every site owned or operated by the person.

* % %

Section 7. Subsection 5.55.150.E of the Seattle Municipal Code, which section was last amended by

Ordinance 125934, is amended as follows:

5.55.150 Appeal to the Hearing Examiner

* %k ok

20
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E. The Hearing Examiner shall ascertain the correct amount of the tax, fee, interest, or penalty due
either by affirming, reversing, or modifying an action of the Director. Reversal or modification is proper if the
Director’s assessment or refund denial violates the terms of this Chapter 5.55, or Chapters 5.30, 5.32, 5.35,
5.38.5.39,5.40,5.45, 5.46,5.47, 5.48, 5.50, 5.52, or 5.53.

* % %

Section 8. Section 5.55.165 of the Seattle Municipal Code, last amended by Ordinance 125934, is

amended as follows:

5.55.165 Director of Finance and Administrative Services to make rules

The Director of Finance and Administrative Services shall have the power and it shall be the Director’s duty,
from time to time, to adopt, publish, and enforce rules and regulations not inconsistent with this Chapter 5.55,
with Chapters 5.30, 5.32, 5.35, 5.38, 5.39, 5.40, 5.45, 5.46, 5.47, 5.48, 5.50, 5.52, or 5.53, or with law for the
purpose of carrying out the provisions of such chapters, and it shall be unlawful to violate or fail to comply
with any such rule or regulation.

Section 9. Subsections 5.55.220.A and 5.55.220.B of the Seattle Municipal Code, which section was last
amended by Ordinance 125934, are amended as follows:

5.55.220 Unlawful actions-Violation-Penalties

A. It shall be unlawful for any person subject to the provisions of this Chapter 5.55 or Chapters 5.32,
5.35,5.38, 5.39, 5.40, 5.45, 5.46, 5.47, 5.48, 5.50, 5.52, and 5.53:

1. To violate or fail to comply with any of the provisions of this Chapter 5.55, or Chapters 5.32,
5.35,5.38,5.39, 5.40, 5.45, 5.46, 5.47, 5.48, 5.50, 5.52, and 5.53, or any lawful rule or regulation adopted by
the Director;

2. To make or manufacture any license required by this Chapter 5.55 except upon authority of
the Director;

3. To make any false statement on any license, application, or tax return; 21
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4. To aid or abet any person in any attempt to evade payment of a license fee or tax;

5. To refuse admission to the Director to inspect the premises and/or records as required by this
Chapter 5.55, or to otherwise interfere with the Director in the performance of duties imposed by Chapters
5.32,5.35,5.38. 5.39, 5.40, 5.45, 5.46, 5.47, 5.48, 5.50, 5.52, and 5.53;

6. To fail to appear or testify in response to a subpoena issued pursuant to Section 3.02.120 in
any proceeding to determine compliance with this Chapter 5.55 and Chapters 5.32, 5.35, 5.38, 5.39, 5.40, 5.45,
5.46,5.47,5.48,5.50, 5.52, and 5.53;

7. To testify falsely in any investigation, audit, or proceeding conducted pursuant to this Chapter
5.55;

8. To continue to engage in any business activity, profession, trade, or occupation after the
revocation of or during a period of suspension of a business license tax certificate issued under Section
5.55.030; or

9. In any manner, to hinder or delay the City or any of its officers in carrying out the provisions
of this Chapter 5.55 or Chapters 5.32, 5.35, 5.38, 5.39, 5.40, 5.45, 5.46, 5.47, 5.48, 5.50, 5.52, and 5.53.

B. Each violation of or failure to comply with the provisions of this Chapter 5.55, or Chapters 5.32,
5.35,5.38,5.39, 5.40, 5.45, 5.46, 5.47, 5.48, 5.50, 5.52, or 5.53 shall constitute a separate offense. Except as
provided in subsection 5.55.220.C, any person who commits an act defined in subsection 5.55.220.A is guilty
of a gross misdemeanor, punishable in accordance with Section 12A.02.070. The provisions of Chapters
12A.02 and 12A.04 apply to the offenses defined in subsection 5.55.220.A, except that liability is absolute and
none of the mental states described in Section 12A.04.030 need be proved.

* % %

Section 10. Subsection 5.55.230.A of the Seattle Municipal Code, which section was last amended by

Ordinance 125934, is amended as follows:

5.55.230 Denial, revocation of, or refusal to renew business license tax certificate
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A. The Director, or the Director’s designee, has the power and authority to deny, revoke, or refuse to
renew any business license tax certificate or amusement device license issued under the provisions of this
Chapter 5.55. The Director, or the Director’s designee, shall notify such applicant or licensee in writing by mail
in accordance with Section 5.55.180 of the denial of, revocation of, or refusal to renew the license and on what
grounds such a decision was based. The Director may deny, revoke, or refuse to renew any business license tax
certificate or other license issued under this Chapter 5.55 on one or more of the following grounds:

1. The license was procured by fraud or false representation of fact.
2. The licensee has failed to comply with any provisions of this Chapter 5.55.
3. The licensee has failed to comply with any provisions of Chapters 5.32, 5.35, 5.38, 5.39, 5.40,
5.45,5.46,5.47,5.48,5.50, 5.52, or 5.53.
4. The licensee is in default in any payment of any license fee or tax under Title 5 or Title 6.
k sk o3k

Section 11. Subsection 6.208.020.A of the Seattle Municipal Code, which section was last amended by
Ordinance 125934, is amended as follows:

6.208.020 Denial, revocation of, or refusal to renew business license

A. In addition to any other powers and authority provided under this Title 6, the Director, or the
Director’s designee, has the power and authority to deny, revoke, or refuse to renew any business license issued
under the provisions of this Chapter 6.208. The Director, or the Director’s designee, shall notify such applicant
or licensee in writing by mail of the denial, revocation of, or refusal to renew the license and on what grounds
such a decision was based. The Director may deny, revoke, or refuse to renew any license issued under this
Chapter 6.208 on one or more of the following grounds:

1. The license was procured by fraud or false representation of fact.
2. The licensee has failed to comply with any provisions of this Chapter 6.208.

3. The licensee has failed to comply with any provisions of Chapters 5.32, 5.35, 5.38. 5.39, 5.40, 3
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5.45,5.46,5.47,5.48, 5.50, or 5.52.

4. The licensee is in default in any payment of any license fee or tax under Title 5 or Title 6.

5. The property at which the business is located has been determined by a court to be a chronic
nuisance property as provided in Chapter 10.09.

6. The applicant or licensee has been convicted of theft under subsection 12A.08.060.A.4 within
the last ten years.

7. The applicant or licensee is a person subject within the last ten years to a court order entering
final judgment for violations of chapters 49.46, 49.48, or 49.52 RCW, or 29 U.S.C. 206 or 29 U.S.C. 207, and
the judgment was not satisfied within 30 days of the later of either: a. The expiration of the time for filing an
appeal from the final judgment order under the court rules in effect at the time of the final judgment order; or b.
If a timely appeal is made, the date of the final resolution of that appeal and any subsequent appeals resulting in
final judicial affirmation of the findings of violations of chapters 49.46, 49.48, or 49.52 RCW, or 29 U.S.C. 206
or 29 U.S.C. 207.

8. The applicant or licensee is a person subject within the last ten years to a final and binding
citation and notice of assessment from the Washington Department of Labor and Industries for violations of
chapters 49.46, 49.48, or 49.52 RCW, and the citation amount and penalties assessed therewith were not
satisfied within 30 days of the date the citation became final and binding.

9. Pursuant to subsections 14.16.100.A.4, 14.17.075.A, 14.19.100.A.4, 14.20.080.A 4,
14.22.115.A.4, and 14.23.115.A.4, the applicant or licensee has failed to comply, within 30 days of service of
any settlement agreement, with any final order issued by the Director of the Office of Labor Standards, or any
final order issued by the Hearing Examiner under Chapters 14.16, 14.17, 14.19, 14.20, 14.22, and 14.23 for
which all appeal rights have been exhausted, and the Director of the Office of Labor Standards has requested
that the Director deny, refuse to renew, or revoke any business license held or requested by the applicant or

licensee. The denial, refusal to renew, or revocation shall remain in effect until such time as the violation(s) 24
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under Chapters 14.16, 14.17, 14.19, 14.20, 14.22, and 14.23 are remedied.
10. The business is one that requires an additional license under this Title 6 and the business
does not hold that license.
11. The business has been determined under a separate enforcement process to be operating in
violation of law.
* k%

Section 12. Severability. If any part, provision, or section of this ordinance is held to be void or
unconstitutional, all other parts, provisions, and sections of this ordinance not expressly so held to be void or
unconstitutional shall continue in full force and effect.

Section 13. Sections 1 through 11 of this ordinance shall take effect on January 1, 2021.

Section 14. This ordinance shall take effect and be in force 30 days after its approval by the Mayor, but
if not approved and returned by the Mayor within ten days after presentation, it shall take effect as provided by

Seattle Municipal Code Section 1.04.020.

Passed by the City Council the day of , 2020, and signed by
me in open session in authentication of its passage this day of , 2020.
President of the City Council
Approved by me this day of , 2020.

Jenny A. Durkan, Mayor

25
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Filed by me this

(Seal)

day of

, 2020.

Monica Martinez Simmons, City Clerk
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SUMMARY and FISCAL NOTE*
Department: Dept. Contact/Phone: CBO Contact/Phone:
Legislative Tom Mikesell 4-8735/

Dan Eder 4-8147

* Note that the Summary and Fiscal Note describes the version of the bill or resolution as introduced; final legislation including
amendments may not be fully described.

| 1. BILL SUMMARY |

Legislation Title: AN ORDINANCE relating to taxation; imposing a payroll expense tax on
persons engaging in business in Seattle; adding a new Chapter 5.38 to the Seattle Municipal
Code; and amending Sections 5.30.010, 5.30.060, 5.55.010, 5.55.040, 5.55.060, 5.55.150,
5.55.165, 5.55.220, 5.55.230, and 6.208.020 of the Seattle Municipal Code.

Summary and background of the Legislation: This council bill would impose a tax on
business payrolls of $7 million or more annually. The new tax would have different rates
determined by size of business and level of compensations as follows:

1. Seattle payroll from $7 million to $999,999,999.99:
a. Individual employee compensation $150,000 to $499,999.99: 0.7%
b. Individual employee compensation at or above $500,000: 1.4%

2. Seattle Payroll at or above $1 billion:
a. Individual employee compensation $150,000 to $499,999.99: 1.4%
b. Individual employee compensation at or above $500,000: 2.1%

Federal and state government entities, grocery stores, and businesses preempted from
taxation by cities under federal or Washington State laws, and businesses with payrolls below
the $7 million threshold, would be exempt.

To payroll tax would be imposed January 1, 2021 and, based on estimates using available
government data, would generate approximately $173.5 million annually. The tax sunsets on
December 31, 2030 and includes a statement that the City Council intends to monitor
progressive tax proposals from governments with overlapping jurisdiction and consider
amendments to the tax in the event that businesses become subject to future significant
progressive taxes at the state or county level.

| 2. CAPITAL IMPROVEMENT PROGRAM |

Does this legislation create, fund, or amend a CIP Project? ___Yes_x_No

Template last revised: December 2, 2019.
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| 3. SUMMARY OF FINANCIAL IMPLICATIONS

Does this legislation amend the Adopted Budget?

___Yes_x_No

Does the legislation have other financial impacts to the City of Seattle that are not
reflected in the above, including direct or indirect, short-term or long-term costs?
Implementing the corporate payroll tax would require both one-time startup costs (including
costs to update or create new computer systems) and ongoing administrative costs. CB
119811 provides 5% of total estimated revenue for administration as part of the 2021

spending plan.

Is there financial cost or other impacts of not implementing the legislation?

This council bill provides the revenue to repay a $86 million use of the City’s Emergency
Management Fund and Revenue Stabilization Fund in 2020, that is included in Council Bill
119812. Not implementing this legislation, but approving the appropriations in Council Bill
119812, would require that these funds be replenished from other General Fund resources.

If there are no changes to appropriations, revenues, or positions, please delete sections 3.a., 3.b., and 3.c. and answer the questions in Section 4.

| 3.a. Appropriations

This legislation adds, changes, or deletes appropriations.

| 3.b. Revenues/Reimbursements

X This legislation adds, changes, or deletes revenues or reimbursements.

Anticipated Revenue/Reimbursement Resulting from this Legislation:

Fund Name and Dept Revenue Source 2020 2021 Estimated

Number Revenue Revenue

General Fund 001000 Payroll Expense Tax $0 $173,500,000
TOTAL $0 $173,500,000

Is this change one-time or ongoing?
The payroll expense tax is effective through December 31, 2030.

| 3.c. Positions

This legislation adds, changes, or deletes positions.

Template last revised: December 2, 2019.
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| 4.

OTHER IMPLICATIONS

a.

Does this legislation affect any departments besides the originating department?
This ordinance would generate both one-time setup and ongoing administrative costs for the
Department of Finance & Administrative Services. See 3.b above.

Is a public hearing required for this legislation?
No.

Does this legislation require landlords or sellers of real property to provide information
regarding the property to a buyer or tenant?
No.

Is publication of notice with The Daily Journal of Commerce and/or The Seattle Times
required for this legislation?
No.

Does this legislation affect a piece of property?
No.

Please describe any perceived implication for the principles of the Race and Social
Justice Initiative. Does this legislation impact vulnerable or historically disadvantaged
communities? What is the Language Access plan for any communications to the public?
As described in CB 119811 and CB 119812, the proceeds from the taxes to be collected
under this council bill would be used in 2021 repay proposed uses in 2020 of the Emergency
Management Fund and the Revenue Stabilization Fund that funds small business support,
housing security and services, support for immigrant and refugee communities, and
emergency grocery vouchers. In 2022 and thereafter proceeds support affordable housing
investments, Equitable Development Initiative projects, and support for local business and
workforce stability.

If this legislation includes a new initiative or a major programmatic expansion: What
are the specific long-term and measurable goal(s) of the program? How will this
legislation help achieve the program’s desired goal(s)?

While this ordinance would generate revenues to support expanded programming, it does not
directly establish or expand any initiatives or programs.

Template last revised: December 2, 2019.
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Presentation Overview

Amendments

o Technical Amendments

o Tax Structure / Rates

o Other Amendments
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Technical Amendments

Sponsor Subject

21 Mosqueda Technical Amendment
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Tax Structure / Rate Amendments

Sponsor Subject
20 Mosqueda/Morales Rates X X X X X
11 Sawant Rates X X X X X
15 Sawant Rates X X X
16 Sawant Rates X X X
17 Sawant Rates X X X
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All Other Amendments

# Sponsor Subject
1 Herbold / Sawant Effective Date
5 Juarez / Pedersen Placing on the November Ballot
8 Pedersen Exemptions - Non-Profits
Sponsor Subject
14 Mosqueda Exemptions - Healthcare X
7 Pedersen Exemptions - Healthcare X
# Sponsor Subject
3 Sawant Sunset X X X
4 Pedersen Sunset X X
6 Pedersen Maintaina Level Playing Field X
12 Mosqueda / Strauss |Maintaina Level Playing Field X
18 Morales Maintaina Level Playing Field X

SELECT BUDGET COMMITTEE —JULY 1, 2020

34




Questions?




Tom Mikesell

Select Budget Committee
Date: 7/1/20
Version: 1

Amendment 21
to
CB #119810 - Payroll Expense Tax

Sponsor: Mosqueda

On line 1 of page 6, amend the following as shown:
5.38.020 Definitions
The definitions contained in Chapter 5.30 shall be fully applicable to this Chapter 5.38 except as
may be expressly stated to the contrary herein. The following additional definitions shall apply
throughout this Chapter 5.38:
“Business” has the same meaning as that term is defined in Section 5.30.020. Depending
on the context, “business” may also mean a person engaging in business in Seattle.
“Compensation” means remuneration as that term is defined in RCW 50A.05.010.—,_net

distributions, or incentive payments, including guaranteed payments, whether based on profit or

otherwise, earned for services rendered or work performed, whether paid directly or through an

agent, and whether in_cash or in property or the right to receive property. “Compensation” does

not include payments to an owner of a pass-through entity that are not earned for services
rendered or work performed, such as return of capital, investment income, or other income from
passive activities.

“Employee” means any individual who performs work, labor, or personal services of any
nature for compensation paid by a business. For purposes of this Chapter 5.38, the term

“employee”:
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1. Includes individuals who are members of limited liability companies, members of
professional limited liability companies, partners, other owners of pass-through entities, and sole
proprietors; and

2. Includes individuals who would be considered to be independent contractors for
purposes of the business license tax under subsection 5.45.090.S.

“Grocery business” means:

1. A business whose primary business is making retail sales of food and food ingredients
to consumers that are exempt from the retail sales tax under RCW 82.08.0293; and

2. A business whose primary business is making wholesale sales of food and food
ingredients that will be exempt from the retail sales tax under RCW 82.08.0293 when resold by
the purchaser.

For subsections (1) and (2) of this definition, “primary business” means that 70 percent of
the gross income of the business for purposes of calculating the business license tax under
Chapter 5.45 is attributable to that business activity.

“Local government entity” has the same meaning as that term is defined in RCW
4.96.010.

“Net distribution” means the draws from net income by any owner of a pass-through
entity. Taxable distributions are limited by the amount of draws or net income for that owner,
whichever is less. If the owner’s draw exceeds that individual’s net profit, the excess draw is a
return of capital. A return of capital is not taxable because it is a liquidation of an owner’s assets.

“Pass-through entity” includes a trust, partnership, corporation described in Subchapter S

of the Internal Revenue Code of 1986, as amended, limited liability company, limited liability

partnership, professional corporation, and any other person or entity which is not subject to the
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income tax imposed by Subtitle A, Chapter 1 of the Internal Revenue Code of 1986, as amended,
or which is allowed a deduction in computing such tax for distributions to the owners or
beneficiaries of such person or entity.

“Payroll expense” means the compensation paid in Seattle to employees. Compensation
is paid in Seattle to an employee if:

1. The employee is primarily assigned within Seattle;

2. The employee is not primarily assigned to any place of business for the tax period and
the employee performs 50 percent or more of their service for the tax period in Seattle; or

3. The employee is not primarily assigned to any place of business for the tax period, the
employee does not perform 50 percent or more of their service in any city, and the employee
resides in Seattle.

“Primarily assigned” means the business location of the taxpayer where the employee
performs their duties.

“Remuneration” has the same meaning as that term is defined in RCW 50A.05.010.

“Taxpayer” means any person who engages in any business in Seattle or who performs any act

for which atax is imposed under this Chapter 5.38.

Effect: This technical amendment would modify the definition of compensation to match the
sponsor’s intent during the drafting process. It adds the following when they are earned for services
rendered: net distributions that are payments to an owner, partner, or LLC member; stock grants; and,
bonuses.
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Amendment 20
to
CB #119810- Payroll Expense Tax
Sponsor: Mosqueda and Morales

On line 9 of page 8, amend the following as shown:
5.38.030 Tax imposed—Rate

A. A payroll expense tax is hereby levied upon and shall be collected from every person
engaging in business within Seattle.

B. The amount of the payroll expense tax due shall be the payroll expense of the
business, subject to any deductions authorized under this Chapter 5.38, multiplied by the
following rates:

1. For businesses with payroll expense up to $1-biier99,999,999.99, the rate
shall be:
a. Seven-tenths percent of the payroll expense of employees with annual
compensation of $150,000 to $4399,999.99; and
b. One and foeurseven-tenths percent of the payroll expense of employees
with annual compensation of $5400,000 or more.

2. For businesses with payroll expense of $100 million to $999,999,999.99, the

rate shall be:

a. Seven-tenths percent of the payroll expense of employees with annual

compensation of $150,000 to $399,999.99: and

b. One and nine-tenths percent of the payroll expense of employees with

annual compensation of $400,000 or more.
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23. For businesses with payroll expense of greaterthan $1 billion or greater, the rate shall

be:

a. One and four-tenths percent of the payroll expense of employees with
annual compensation of $150,000 to $4399,999.99; and

b. Two and enrefour-tenths percent of the payroll expense of employees
with annual compensation of $5400,000 or more.

C. The tax imposed by this Chapter 5.38 is levied on businesses. A business may not

make any deductions from employees’ compensation to pay for this tax.

Effect: This amendment would modify the compensation and total payroll expense tiers, as follows:

e Adds a middle rate tier of total business payroll expense that includes payrolls from $100
million to $999.9 million;
e Revises the compensation tiers such that higher tax ratesapply at a $400,000 compensation
amount;
e  Within the $7m t0$99.9 million tiers, the following tax rates would apply:
o Compensation of $150,000to $399,000: 0.7%
o Compensation of $400,000 and above: 1.7%.
e  Within the $100m to $999.9 million payroll tier, the following tax rates would apply:
o Compensation of $150,000to $399,000:0.7%
o Compensation of $400,000 and above: 1.9%.
e Within the greater than S1 billion payroll tier, the following tax rateswould apply:
o Compensation of $150,000to $399,000: 1.4%
o Compensation of $400,000 and above: 2.4%.

These changes would increase estimated 2021 revenue to $214.3 million.
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Amendment 11
to
CB #119810- Payroll Expense Tax
Sponsor: Sawant

On line 10 of page 1, amend the following as shown:

WHEREAS, on March 11, 2020, the World Health Organization announced that the novel

coronavirus (COVID-19) is officially a global pandemic; and

WHEREAS, on February 29, 2020, the Washington Governor issued Proclamation 20-05,
proclaiming a state of emergency for all counties throughout the state of Washington in
response to new cases of COVID-19, and

WHEREAS, on March 25, 2020, the Washington Governor issued Proclamation 20-25,
prohibiting all people in Washington from leaving their homes and all non-essential
businesses in Washington from conducting business (“Stay Home, Stay Healthy
Proclamation”); and

WHEREAS, these actions are appropriate for public health reasons but result in severe economic
impacts on families and individuals in Seattle; and

WHEREAS, these impacts are felt most strongly by people with low incomes who have become

unemployed or had their work hours severely reduced; and

Pagel of 12

41



Tom Mikesell

Date: 6/29/20

Version: 1

WHEREAS, federal and state assistance to people with low incomes will not be sufficient to
meet their basic needs during this public health and financial crisis; and

WHEREAS, without additional support, many people with low incomes will face severe
financial hardship that will have significant negative impacts, including but not limited to
public health impacts and greater housing insecurity, as well as impacts to small
businesses and the local economy; and

WHEREAS, on November 2, 2015, the Mayor of Seattle issued a Proclamation of Civil
Emergency related to homelessness; on November 3, 2015, the City Council adopted
Resolution 31630 ratifying and confirming the Mayoral Proclamation of Civil
Emergency; and the civil emergency remains in effect. As of 2019 there were roughly 11
percent more people experiencing homelessness in the region than in 2015; and

WHEREAS, a national study published in the Journal of Urban Affairs established the
correlation between increasing rent and homelessness, finding that an increase of $100 in
median rent for an area results in a 15 percent (metro areas) and a 39 percent (nearby
suburbs and rural areas) increase in homelessness; and

WHEREAS, average rents in Seattle rose 69 percent between 2010 and 2018, far beyond the rate
of inflation and more than double the national average; and

WHEREAS, the 2019 Seattle—King County Point in Time Count of persons experiencing
homelessness estimates there are 11,199 individuals experiencing homelessness in the
region; and

WHEREAS, the October 2019 Report and Recommendations of the King County Regional

Affordable Housing Task Force found that 156,000 affordable homes were needed
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immediately, and another 88,000 affordable homes by 2040, to ensure that no low-
income or working households were cost-burdened; and

WHEREAS, the Third Door Coalition proposal advocates for the creation of 6,500 permanent
supportive housing units as a proven solution for meeting the housing and services needs
of those who are chronically homelessness; and

WHEREAS, the City recognizes the importance of using a “Housing First” approach in the
development of permanent housing for those experiencing homelessness, which
prioritizes providing access to low- or no-barrier housing for such persons; and

WHEREAS, the affordable housing crisis, homelessness emergency, and now the COVID-19
pandemic and related economic and unemployment emergencies in Seattle are deeply
impacting the lives of people throughout Seattle and the region, and disproportionately
harm people of color, immigrants, the LGBTQ community, indigenous peoples’
communities, disabled community members, and women, who already struggle against
entrenched inequality; and

WHERAS, the International Monetary Fund’s recent World Economic Outlook forecasts the
worst global recession since the Great Depression; and

WHEREAS, the City Budget Office’s recent economic forecast for the Seattle metropolitan area
predicts significant job loss, high unemployment, and declining per capita income; and

WHEREAS, the City Budget Office projects the City’s revenue will be impacted by between
$210 million and $300 million in 2020; and

WHEREAS, a significant decline in revenue will impact the City’s ability to provide necessary
support to communities facing hardship due to the COVID-19 public health crisis and

recession and to adequately address the ongoing homelessness crisis; and

Page 3 of 12

43



Tom Mikesell

Date: 6/29/20

Version: 1

WHEREAS, the period of economic recovery from the 2007-2009 Great Recession resulted in
worsening economic disparities in Washington, and households experiencing deep
poverty increased by 15,000 in the state; and

WHEREAS, the economic hardships and loss of wealth resulting from the Great Recession
disproportionately impacted households of color, in particular Black households and
Hispanic and Latinx households; and

WHEREAS, the gains in income growth associated with the period of economic recovery and
growth in Washington leading up to the COVID-19 recession have been concentrated
among the wealthiest households; and

WHEREAS, public investments have not kept pace with the growing economy, and in fact have
declined from pre—Great Recession levels; and

WHEREAS, austerity measures and spending cuts made in response to the Great Recession
resulted in uneven and slow economic recovery, and prolonged hardship for vulnerable
and marginalized communities; and

WHEREAS, Washington ranks as the worst in the nation for regressive state and local tax
systems; and

WHEREAS, the U.S. Internal Revenue Service states that “a progressive tax takes a larger
percentage of income from high-income groups than from low-income groups and is
based on the concept of ability to pay”; and

WHEREAS, on November 20, 2017, the City Council unanimously adopted Resolution 31782,
“establishing a process by which [T]he City of Seattle will determine new progressive
revenues including an Employee Hours Tax, expressing the City Council’s intent to

impose such potential revenues, and expressing the City Council’s intent to make
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investments with these revenues that would assist people who are homeless or at a high
risk of becoming homeless in obtaining and retaining stable housing”; and

WHEREAS, Resolution 31782 established a Progressive Revenue Task Force (“Task Force”)
and requested that the Task Force evaluate and determine “appropriate tax rates and
possible exemption levels that are expected to yield between $25 million and $75 million
in revenue per year”; and

WHEREAS, the Progressive Revenue Task Force’s March 9, 2018, final report recommended
that the City seekto collect $75 million from a new employee hours tax, a new payroll
tax, or both to address homelessness and affordable housing; and

WHEREAS, the City imposed an employee hours tax through Ordinance 125578 that would
have raised $47 million annually plus a measure of inflation; and

WHEREAS, the City repealed the employee hours tax through Ordinance 125592; and

WHEREAS, The City of Seattle intends to exercise its taxing authority, as granted by the
Washington State Constitution and as authorized by the Washington State Legislature;
NOW, THEREFORE,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

On line 1 of page 6, amend the following as shown:

5.38.020 Definitions

The definitions contained in Chapter 5.30 shall be fully applicable to this Chapter 5.38 except as

may be expressly stated to the contrary herein. The following additional definitions shall apply

throughout this Chapter 5.38:
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“Business” has the same meaning as that term is defined in Section 5.30.020. Depending
on the context, “business” may also mean a person engaging in business in Seattle.

“Compensation” means remuneration as that term is defined in RCW 50A.05.010, net

distributions, or incentive payments, including guaranteed payments, whether based on profit or

otherwise, earned for services rendered or work performed, whether paid directly or through an

agent, and whether in cash or in property or the right to receive property. “Compensation” does

not include payments to an owner of a pass-through entity that are not earned for services
rendered or work performed, such as return of capital, investment income, or other income from
passive activities.

“Employee” means any individual who performs work, labor, or personal services of any
nature for compensation paid by a business. For purposes of this Chapter 5.38, the term
“employee’:

1. Includes individuals who are members of limited liability companies, members of
professional limited liability companies, partners, other owners of pass-through entities, and sole
proprietors; and

2. Includes individuals who would be considered to be independent contractors for
purposes of the business license tax under subsection 5.45.090.S.

“Grocery business” means:

1. A business whose primary business is making retail sales of food and food ingredients
to consumers that are exempt from the retail sales tax under RCW 82.08.0293; and

2. A business whose primary business is making wholesale sales of food and food
ingredients that will be exempt from the retail sales tax under RCW 82.08.0293 when resold by

the purchaser.
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For subsections (1) and (2) of this definition, “primary business” means that 70 percent of
the gross income of the business for purposes of calculating the business license tax under
Chapter 5.45 is attributable to that business activity.

“Integrated business enterprise” means separate business entities that are organized so

that a separate business entity controls the operation of one or more other business entities. The

factors to consider to determine control include, but are not limited to:

1. Degree of interrelation between the operations of multiple entities;

2. Degree to which the entities share common management;

3. Centralized control of labor relations; and

4. Degree of common ownership or financial control over the entities.

All business organized into an integrated business enterprise are considered “members”

of that integrated business enterprise.

“Local government entity” has the same meaning as that term is defined in RCW
4.96.010.

“Net distribution” means the draws from net income by any owner of a pass-through
entity. Taxable distributions are limited by the amount of draws or net income for that owner,
whichever is less. If the owner’s draw exceeds that individual’s net profit, the excess draw is a
return of capital. A return of capital is not taxable because it is a liquidation of an owner’s assets.

“Pass-through entity” includes a trust, partnership, corporation described in Subchapter S
of the Internal Revenue Code of 1986, as amended, limited liability company, limited liability
partnership, professional corporation, and any other person or entity which is not subject to the

income tax imposed by Subtitle A, Chapter 1 of the Internal Revenue Code of 1986, as amended,
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or which is allowed a deduction in computing such tax for distributions to the owners or
beneficiaries of such person or entity.

“Payroll expense” means the compensation paid in Seattle to employees. Compensation
is paid in Seattle to an employee if:

1. The employee is primarily assigned within Seattle;

2. The employee is not primarily assigned to any place of business for the tax period and
the employee performs 50 percent or more of their service for the tax period in Seattle; or

3. The employee is not primarily assigned to any place of business for the tax period, the
employee does not perform 50 percent or more of their service in any city, and the employee
resides in Seattle.

“Primarily assigned” means the business location of the taxpayer where the employee
performs their duties.

“Remuneration” has the same meaning as that term is defined in RCW 50A.05.010.

“Taxable integrated business enterprise” means an integrated business enterprise whose

members have a combined having payroll expense, as defined under subsection 5.38.020, of

more than $7,000,000 in the most recent complete calendar year.

“Taxpayer” means any person who engages in any business in Seattle or who performs
any act for which a tax is imposed under this Chapter 5.38.
On line 9 of page 8, amend the following as shown:
5.38.030 Tax imposed—Rate

A. A payroll expense tax is hereby levied upon and shall be collected from every person

engaging in business within Seattle.
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B. The amount of the payroll expense tax due shall be the payroll expense of the

business, subject to any deductions authorized under this Chapter 5.38, multiplied by a rate of

1.63%.thefollowing—rates:

C. The tax imposed by this Chapter 5.38 is levied on businesses. A business may not
make any deductions from employees’ compensation to pay for this tax.

On line 5 of page 9, amend the following as shown:
5.38.040 Exemptions from the payroll expense tax
A. The following are exempt from the payroll expense tax:

1. Any business, except members of a taxable integrated business enterprise,

having payroll expense, as defined under Section 5.38.020, of less than $7 million in the most
recent complete calendar year.
2. Any business engaged in business in Seattle as a grocery business.

3. Any business having a formally recognized exemption from income tax

pursuant to Sections 501(c), 501(d), or 401(a) of the Internal Revenue Code of 1986, as

Page9 of 12

49



Tom Mikesell

Date: 6/29/20

Version: 1

amended, as qualified by Sections 502, 503, and 504 of the Internal Revenue Code of 1986, as

amended.

4. Any business engaged in business as a consumer directed employer as defined

in RCW 74.39A.009.

5. Any business engaged in business as a home care agency as defined in RCW

70.127.010, licensed under RCW 70.127 and receiving funding under provisions of RCW

74.39A.310
36. Any individual who is an independent contractor for purposes of the business
license tax under subsection 5.45.090.S and whose compensation is included in the payroll
expense of another business subject to the tax imposed by Section 5.38.030.
47. Businesses that are preempted from taxation by cities pursuant to federal or
state statutes or regulations, including, but not limited to, the following:
a. Insurance businesses and their agents as defined by RCW 48.01.050 and
48.17.010, respectively, and whose total revenue is exempt from the business license tax per
Chapter 5.45.
b. Businesses that only sell, manufacture, or distribute motor vehicle fuel
as defined in RCW 82.38.020 and exempted under RCW 82.38.080.
c. Businesses that only distribute or sell liquor as defined in RCW
66.04.010 and exempted in RCW 66.08.120.
d. Federal and state government agencies and any local governmental
entity.

On line 1 of page 11, amend the following as shown:
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5.38.060 Payroll expense tax—When due
The payroll expense tax imposed by this Chapter 5.38 shall be due and payable on a quarterly
basis in accordance with Section 5.55.040. Notwithstanding Section 5.55.040, the tax due for
2020 and 2021 shall be payable on the same date that the tax payment for the fourth quarter of
2021 is due. The Director may use discretion to assign businesses to an annual reporting period.
Forms for such filings shall be prescribed by the Director. Persons discontinuing their business
activities in Seattle shall report and pay the payroll expense tax at the same time as they file their
final business license tax return under Chapter 5.45.
On line 9 of page 11, amend the following as shown:
5.38.070 Adjustments for inflation

A. Beginning on January 1, 2022, and on January 1 of every year thereafter, the Director
shall adjust in the manner described in subsection 5.38.070.B the following dollar amounts:

1. The amount of the dollar thresholds in Section 5.38.030; and
2. The amount of the exemption in subsection 5.38.040.A.1.

B. The amounts listed in subsection 5.38.070.A shall increase commensurate with the rate
of growth of the prior year’s June-to-June Consumer Price Index (CPI-U) for the Seattle-
Tacoma-Bellevue area as published by the United States Department of Labor. The amounts

calculated shall be rounded to the nearest whole dollar.

C. If the annual change in the CPI1-U is negative, no adjustment to the amount must be

made.

On line 7 of page 12, amend the following as shown:
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On line 1 of page 22, amend the following as shown:
Section 13. Sections 1 through 11 of this ordinance shall take effect on January-21;

2023August 1, 2020.

Effect: To generate a total $500 million in estimable annual revenue using the ‘Tax Amazon’ tax
structure, this amendment includes the following changes:

e Removes sunset provision;

e Removes level playing field provision;

o Makes the following changes to rate structure:

o Removes all compensation rate tiers;
o Removes differential total payroll rate tiers above the $7 million total payroll;
o Adds a single taxrate of 1.63% applied toall non-exempt payroll expense.

e Exempts non-profit businesses and home care agencies;

e defines two or more businesses informally organized as an integrated business enterprise as a
single business for the purpose of calculating and measuring payroll expense against the
payroll expense tax’s$7 million threshold

e Precludes downward adjustments to the exemption threshold due to declines in the annual
consumer price index; and,

e Changes the taxstart date to August 1, 2020 and makes 2020 tax liabilities payable with the
2021 payment.
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Amendment 15
to
CB #119810- Payroll Expense Tax
Sponsor: Sawant

On line 10 of page 1, amend the following as shown:

WHEREAS, on March 11, 2020, the World Health Organization announced that the novel

coronavirus (COVID-19) is officially a global pandemic; and

WHEREAS, on February 29, 2020, the Washington Governor issued Proclamation 20-05,
proclaiming a state of emergency for all counties throughout the state of Washington in
response to new cases of COVID-19, and

WHEREAS, on March 25, 2020, the Washington Governor issued Proclamation 20-25,
prohibiting all people in Washington from leaving their homes and all non-essential
businesses in Washington from conducting business (“Stay Home, Stay Healthy
Proclamation”); and

WHEREAS, these actions are appropriate for public health reasons but result in severe economic
impacts on families and individuals in Seattle; and

WHEREAS, these impacts are felt most strongly by people with low incomes who have become

unemployed or had their work hours severely reduced; and
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WHEREAS, federal and state assistance to people with low incomes will not be sufficient to
meet their basic needs during this public health and financial crisis; and

WHEREAS, without additional support, many people with low incomes will face severe
financial hardship that will have significant negative impacts, including but not limited to
public health impacts and greater housing insecurity, as well as impacts to small
businesses and the local economy; and

WHEREAS, on November 2, 2015, the Mayor of Seattle issued a Proclamation of Civil
Emergency related to homelessness; on November 3, 2015, the City Council adopted
Resolution 31630 ratifying and confirming the Mayoral Proclamation of Civil
Emergency; and the civil emergency remains in effect. As of 2019 there were roughly 11
percent more people experiencing homelessness in the region than in 2015; and

WHEREAS, a national study published in the Journal of Urban Affairs established the
correlation between increasing rent and homelessness, finding that an increase of $100 in
median rent for an area results in a 15 percent (metro areas) and a 39 percent (nearby
suburbs and rural areas) increase in homelessness; and

WHEREAS, average rents in Seattle rose 69 percent between 2010 and 2018, far beyond the rate
of inflation and more than double the national average; and

WHEREAS, the 2019 Seattle—King County Point in Time Count of persons experiencing
homelessness estimates there are 11,199 individuals experiencing homelessness in the
region; and

WHEREAS, the October 2019 Report and Recommendations of the King County Regional

Affordable Housing Task Force found that 156,000 affordable homes were needed
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immediately, and another 88,000 affordable homes by 2040, to ensure that no low-
income or working households were cost-burdened; and

WHEREAS, the Third Door Coalition proposal advocates for the creation of 6,500 permanent
supportive housing units as a proven solution for meeting the housing and services needs
of those who are chronically homelessness; and

WHEREAS, the City recognizes the importance of using a “Housing First” approach in the
development of permanent housing for those experiencing homelessness, which
prioritizes providing access to low- or no-barrier housing for such persons; and

WHEREAS, the affordable housing crisis, homelessness emergency, and now the COVID-19
pandemic and related economic and unemployment emergencies in Seattle are deeply
impacting the lives of people throughout Seattle and the region, and disproportionately
harm people of color, immigrants, the LGBTQ community, indigenous peoples’
communities, disabled community members, and women, who already struggle against
entrenched inequality; and

WHERAS, the International Monetary Fund’s recent World Economic Outlook forecasts the
worst global recession since the Great Depression; and

WHEREAS, the City Budget Office’s recent economic forecast for the Seattle metropolitan area
predicts significant job loss, high unemployment, and declining per capita income; and

WHEREAS, the City Budget Office projects the City’s revenue will be impacted by between
$210 million and $300 million in 2020; and

WHEREAS, a significant decline in revenue will impact the City’s ability to provide necessary
support to communities facing hardship due to the COVID-19 public health crisis and

recession and to adequately address the ongoing homelessness crisis; and
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WHEREAS, the period of economic recovery from the 2007-2009 Great Recession resulted in
worsening economic disparities in Washington, and households experiencing deep
poverty increased by 15,000 in the state; and

WHEREAS, the economic hardships and loss of wealth resulting from the Great Recession
disproportionately impacted households of color, in particular Black households and
Hispanic and Latinx households; and

WHEREAS, the gains in income growth associated with the period of economic recovery and
growth in Washington leading up to the COVID-19 recession have been concentrated
among the wealthiest households; and

WHEREAS, public investments have not kept pace with the growing economy, and in fact have
declined from pre—Great Recession levels; and

WHEREAS, austerity measures and spending cuts made in response to the Great Recession
resulted in uneven and slow economic recovery, and prolonged hardship for vulnerable
and marginalized communities; and

WHEREAS, Washington ranks as the worst in the nation for regressive state and local tax
systems; and

WHEREAS, the U.S. Internal Revenue Service states that “a progressive tax takes a larger
percentage of income from high-income groups than from low-income groups and is
based on the concept of ability to pay”; and

WHEREAS, on November 20, 2017, the City Council unanimously adopted Resolution 31782,
“establishing a process by which [T]he City of Seattle will determine new progressive
revenues including an Employee Hours Tax, expressing the City Council’s intent to

impose such potential revenues, and expressing the City Council’s intent to make
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investments with these revenues that would assist people who are homeless or at a high
risk of becoming homeless in obtaining and retaining stable housing”; and

WHEREAS, Resolution 31782 established a Progressive Revenue Task Force (“Task Force”)
and requested that the Task Force evaluate and determine “appropriate tax rates and
possible exemption levels that are expected to yield between $25 million and $75 million
in revenue per year”; and

WHEREAS, the Progressive Revenue Task Force’s March 9, 2018, final report recommended
that the City seekto collect $75 million from a new employee hours tax, a new payroll
tax, or both to address homelessness and affordable housing; and

WHEREAS, the City imposed an employee hours tax through Ordinance 125578 that would
have raised $47 million annually plus a measure of inflation; and

WHEREAS, the City repealed the employee hours tax through Ordinance 125592; and

WHEREAS, The City of Seattle intends to exercise its taxing authority, as granted by the
Washington State Constitution and as authorized by the Washington State Legislature;
NOW, THEREFORE,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

On line 1 of page 6, amend the following as shown:

5.38.020 Definitions

The definitions contained in Chapter 5.30 shall be fully applicable to this Chapter 5.38 except as

may be expressly stated to the contrary herein. The following additional definitions shall apply

throughout this Chapter 5.38:
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“Business” has the same meaning as that term is defined in Section 5.30.020. Depending
on the context, “business” may also mean a person engaging in business in Seattle.

“Compensation” means remuneration as that term is defined in RCW 50A.05.010, net

distributions, or incentive payments, including guaranteed payments, whether based on profit or

otherwise, earned for services rendered or work performed, whether paid directly or through an

agent, and whether in cash or in property or the right to receive property. “Compensation” does

not include payments to an owner of a pass-through entity that are not earned for services
rendered or work performed, such as return of capital, investment income, or other income from
passive activities.

“Employee” means any individual who performs work, labor, or personal services of any
nature for compensation paid by a business. For purposes of this Chapter 5.38, the term
“employee’:

1. Includes individuals who are members of limited liability companies, members of
professional limited liability companies, partners, other owners of pass-through entities, and sole
proprietors; and

2. Includes individuals who would be considered to be independent contractors for
purposes of the business license tax under subsection 5.45.090.S.

“Grocery business” means:

1. A business whose primary business is making retail sales of food and food ingredients
to consumers that are exempt from the retail sales tax under RCW 82.08.0293; and

2. A business whose primary business is making wholesale sales of food and food
ingredients that will be exempt from the retail sales tax under RCW 82.08.0293 when resold by

the purchaser.
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For subsections (1) and (2) of this definition, “primary business” means that 70 percent of
the gross income of the business for purposes of calculating the business license tax under
Chapter 5.45 is attributable to that business activity.

“Local government entity” has the same meaning as that term is defined in RCW
4.96.010.

“Net distribution” means the draws from net income by any owner of a pass-through
entity. Taxable distributions are limited by the amount of draws or net income for that owner,
whichever is less. If the owner’s draw exceeds that individual’s net profit, the excess draw is a
return of capital. A return of capital is not taxable because it is a liquidation of an owner’s assets.

“Pass-through entity” includes a trust, partnership, corporation described in Subchapter S
of the Internal Revenue Code of 1986, as amended, limited liability company, limited liability
partnership, professional corporation, and any other person or entity which is not subject to the
income tax imposed by Subtitle A, Chapter 1 of the Internal Revenue Code of 1986, as amended,
or which is allowed a deduction in computing such tax for distributions to the owners or
beneficiaries of such person or entity.

“Payroll expense” means the compensation paid in Seattle to employees. Compensation
is paid in Seattle to an employee if:

1. The employee is primarily assigned within Seattle;

2. The employee is not primarily assigned to any place of business for the tax period and
the employee performs 50 percent or more of their service for the tax period in Seattle; or

3. The employee is not primarily assigned to any place of business for the tax period, the
employee does not perform 50 percent or more of their service in any city, and the employee

resides in Seattle.
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“Primarily assigned” means the business location of the taxpayer where the employee
performs their duties.

“Remuneration” has the same meaning as that term is defined n RCW 50A.05.010.

“Taxpayer” means any person who engages in any business in Seattle or who performs
any act for which a tax is imposed under this Chapter 5.38.

On line 9 of page 8, amend the following as shown:
5.38.030 Tax imposed—Rate

A. A payroll expense tax is hereby levied upon and shall be collected from every person
engaging in business within Seattle.

B. The amount of the payroll expense tax due shall be the payroll expense of the
business, subject to any deductions authorized under this Chapter 5.38, multiplied by the
following rates:

1. For businesses with payroll expense up to $1 billion, the rate shall be:
a. 1.88Seven-tenths percent of the payroll expense of employees with
annual compensation of $150,000 to $499,999; and
b. 3.770ne-and-four-tenths percent of the payroll expense of employees
with annual compensation of $500,000 or more.
2. For businesses with payroll expense greater than $1 billion, the rate shall be:
a. 3.770ne-and-four-tenths percent of the payroll expense of employees
with annual compensation of $150,000 to $499,999; and

b. 5.65Fwe-and-ene-tenth percent of the payroll expense of employees

with annual compensation of $500,000 or more.
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C. The tax imposed by this Chapter 5.38 is levied on businesses. A business may not

make any deductions from employees’ compensation to pay for this tax.

On line 5 of page 9, amend the following as shown:
5.38.040 Exemptions from the payroll expense tax
A. The following are exempt from the payroll expense tax:

1. Any business having payroll expense, as defined under Section 5.38.020, of less
than $7 million in the most recent complete calendar year.

2. Any business engaged in business in Seattle as a grocery business.

3. Any individual who is an independent contractor for purposes of the business
license tax under subsection 5.45.090.S and whose compensation is included in the payroll
expense of another business subject to the tax imposed by Section 5.38.030.

4. Businesses that are preempted from taxation by cities pursuant to federal or state
statutes or regulations, including, but not limited to, the following:

a. Insurance businesses and their agents as defined by RCW 48.01.050 and
48.17.010, respectively, and whose total revenue is exempt from the business license tax per
Chapter 5.45.

b. Businesses that only sell, manufacture, or distribute motor vehicle fuel
as defined in RCW 82.38.020 and exempted under RCW 82.38.080.

c. Businesses that only distribute or sell liquor as defined in RCW
66.04.010 and exempted in RCW 66.08.120.

d. Federal and state government agencies and any local governmental

entity.
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On line 1 of page 11, amend the following as shown:
5.38.060 Payroll expense tax—When due
The payroll expense tax imposed by this Chapter 5.38 shall be due and payable on a quarterly
basis in accordance with Section 5.55.040. Notwithstanding Section 5.55.040, the tax due for
2020 and 2021 shall be payable on the same date that the tax payment for the fourth quarter of
2021 is due. The Director may use discretion to assign businesses to an annual reporting period.
Forms for such filings shall be prescribed by the Director. Persons discontinuing their business
activities in Seattle shall report and pay the payroll expense tax at the same time as they file their
final business license tax return under Chapter 5.45.
On line 9 of page 11, amend the following as shown:
5.38.070 Adjustments for inflation

A. Beginning on January 1, 2022, and on January 1 of every year thereafter, the Director
shall adjust in the manner described in subsection 5.38.070.B the following dollar amounts:

1. The amount of the dollar thresholds in Section 5.38.030; and
2. The amount of the exemption in subsection 5.38.040.A.1.

B. The amounts listed in subsection 5.38.070.A shall increase commensurate with the rate
of growth of the prior year’s June-to-June Consumer Price Index (CPI-U) for the Seattle-
Tacoma-Bellevue area as published by the United States Department of Labor. The amounts

calculated shall be rounded to the nearest whole dollar.

C. If the annual change in the CPI1-U is negative, no adjustment to the amount must be

made.

On line 7 of page 12, amend the following as shown:
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On line 1 of page 22, amend the following as shown:
Section 13. Sections 1 through 11 of this ordinance shall take effect on January-21;

2023August 1, 2020.

Effect: This amendment includes the following changes:

e Removes sunset provision;

e Removes level playing field provision;

e Increasestax ratesfor all total payroll and compensation tiers;

e Precludes downward adjustments to the exemption threshold due to declines in the annual
consumer price index; and,

e Changes the taxstart date to August 1, 2020 and makes 2020 tax liabilities payable with the
2021 payment.

The estimable portion of these changes result in a revised estimate of $466.6 million totalannual
revenue, and $194.5 million revenue in 2020.

The additional $293 million, beginning in 2021, is intended to replace lost General Fund revenues.
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Amendment 16
to
CB #119810- Payroll Expense Tax
Sponsor: Sawant

On line 9 of page 8, amend the following as shown:
5.38.030 Tax imposed—Rate

A. A payroll expense tax is hereby levied upon and shall be collected from every person
engaging in business within Seattle.

B. The amount of the payroll expense tax due shall be the payroll expense of the
business, subject to any deductions authorized under this Chapter 5.38, multiplied by the
following rates:

1. For businesses with payroll expense up to $1 billion, the rate shall be:
a. Seven-tenths0.91 percent of the payroll expense of employees with
annual compensation of $150,000 to $499,999; and
b. One-and-four—tenths1.82 percent of the payroll expense of employees
with annual compensation of $500,000 or more.
2. For businesses with payroll expense greater than $1 billion, the rate shall be:
a. One-and-feur-tenths1.82 percent of the payroll expense of employees
with annual compensation of $150,000 to $499,999; and
b. Fwe-and-ene-tenth2.73 percent of the payroll expense of employees
with annual compensation of $500,000 or more.

C. The tax imposed by this Chapter 5.38 is levied on businesses. A business may not
make any deductions from employees’ compensation to pay for this tax.
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Effect: To generate an additional $52 million in estimable annual revenue, this amendment would
increase the rates, asfollows:

e Business payroll $7 million to $999.9 million:
o Compensation $150,000-$500,000: 0.91%
o Compensation $500,000 and above: 1.82%
e Business payroll $1 billion and above:
o Compensation $150,000-$500,000: 1.82%
o Compensation $500,000 and above: 2.73%

The newly generatedrevenues are associated withan amendment to CB119811, to build 1,000+
homes in the Central District for people 0 - 80% AMI.
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Amendment 17
to
CB #119810- Payroll Expense Tax
Sponsor: Sawant

On line 9 of page 8, amend the following as shown:
5.38.030 Tax imposed—Rate

A. A payroll expense tax is hereby levied upon and shall be collected from every person
engaging in business within Seattle.

B. The amount of the payroll expense tax due shall be the payroll expense of the
business, subject to any deductions authorized under this Chapter 5.38, multiplied by the
following rates:

1. For businesses with payroll expense up to $1 billion, the rate shall be:
a. Seven-tenths0.91 percent of the payroll expense of employees with
annual compensation of $150,000 to $499,999; and
b. One-and-four—tenths1.82 percent of the payroll expense of employees
with annual compensation of $500,000 or more.
2. For businesses with payroll expense greater than $1 billion, the rate shall be:
a. One-and-feur-tenths1.82 percent of the payroll expense of employees
with annual compensation of $150,000 to $499,999; and
b. Fwe-and-ene-tenth2.73 percent of the payroll expense of employees
with annual compensation of $500,000 or more.

C. The tax imposed by this Chapter 5.38 is levied on businesses. A business may not
make any deductions from employees’ compensation to pay for this tax.
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Effect: To generate an additional $52 million in estimable annual revenue, this amendment would
increase the rates, asfollows:

e Business payroll $7 million to $999.9 million:
o Compensation $150,000-$500,000: 0.91%
o Compensation $500,000 and above: 1.82%
e Business payroll $1 billion and above:
o Compensation $150,000-$500,000: 1.82%
o Compensation $500,000 and above: 2.73%

The newly generated revenues are associated withan amendment to CB119811, which adds Green
New Dealinvestments.
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Amendment 1
to
CB #119810- Payroll Expense Tax
Sponsor: CM Herbold and CM Sawant
Effective Date

On line 1 of page 22, amend the following as shown:

Section 13. Sections 1 through 11 of this ordinance shall take effect on January1;

2023August 1, 2020.

Online 1 of page 11, amend the following as shown:
5.38.060 Payroll expense tax—Whendue
The payroll expense tax imposed by this Chapter 5.38 shall be due and payable on a quarterly

basis inaccordance with Section 5.55.040— exceptthat the tax shall be due and payable on an

annual basis for 2020 and the measure of the tax shall be prorated based on the effective date

of the tax. Notwithstanding Section 5.55.040, the tax due for 2020 and 2021 shall be payable on
the same date that the tax payment for the fourth quarter of 2021 is due. The Director may use
discretionto assign businessestoan annual reporting period. Forms for such filings shall be
prescribed by the Director. Persons discontinuingtheirbusiness activitiesin Seattle shall report
and pay the payroll expense tax at the same time as theyfile theirfinal business license tax

return under Chapter 5.45.

Effect: This amendment would change the imposition date of the Payroll Expense (“Jump Start”) Tax
from January 1, 2021 to August 1, 2020. The amendment would generate an estimated $74.5Min
additional City revenue that would be collected on February 1, 2022.
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Amendment5
to
CB #119810- Payroll Expense Tax
Sponsors: CM Juarez and CM Pedersen
Placing on the November ballot

On line 2 of page 22, amend the following as shown:
Section 13. Sections 1 through 11 of this ordinance shall take effecton January 1, 2021,

provided that this legislationis submitted to the people of Seattle for their approval pursuant to

Seattle City Charter Article IV, Section 1.H, and King County Elections certifies that the measure

is approved by Seattle voters.

Effect: This amendment would require voter approval before the tax becomes effective. Inorder to
place the tax bill before Seattle voters, Council would need to act on separate legislation formally
requesting that King County Records and Elections add the question to an upcoming ballot. The
deadline for the November 2020 general election is August 4, 2020.
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Amendment 8
to
CB #119810- Payroll Expense Tax
Sponsor: CM Pedersen
Exempt Non-Profits

On line 5 of page 9, amend the following as shown:

5.38.040 Exemptions from the payroll expense tax
A. The following are exempt from the payroll expense tax:
1. Any business having payroll expense, as defined under Section 5.38.020, of less
than $7 millioninthe most recent complete calendar year.
2. Any business engagedin businessin Seattle as a grocery business.

3. Non-profitorganizations as definedin Section 5.30.040.

43. Any individual whois an independent contractor for purposes of the business
license tax under subsection 5.45.090.S and whose compensationis includedinthe payroll
expense of another business subjectto the tax imposed by Section 5.38.030.

54. Businessesthat are preempted from taxation by cities pursuant to federal or
state statutes or regulations, including, but not limited to, the following:

a. Insurance businesses and their agents as defined by RCW 48.01.050
and 48.17.010, respectively, and whose total revenue isexemptfrom the businesslicense tax
per Chapter 5.45.

b. Businessesthat only sell, manufacture, or distribute motor vehicle fuel

as definedin RCW 82.38.020 and exempted under RCW 82.38.080.
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c. Businessesthatonly distribute or sell liquoras definedin RCW
66.04.010 and exemptedin RCW 66.08.120.

d. Federal and state governmentagencies and any local governmental

entity.

Effect: This amendment would exempt non-profits from the Payroll Excise (“Jump Start”) Tax using the
existing Section 5.30.040 of the Seattle Municipal Code: "’Non-profit organization’ means an
organization in which no part of the income can be distributed to its members, directors, or officers
and that holds a current tax exempt status as provided under Sec. 501(c)(3) of the Internal Revenue
Code, as hereafter amended, or is specifically exempted from the requirement to apply for tax exempt
status under Sec. 501(c)(3).”

The State of Washington’s Employment Security Department (ESD) data includes only one composite
category with both non-profits of all kinds and both non-profit and for-profit hospitals. This category
from ESD is broader than what would be covered by the proposed nonprofit exemption because it
includes for-profit hospitals and may include other forms of non-profits such as 501(c)(4)-type (a form
of non-profit organizationsthat attempt to influence candidates for public office and thatare
ineligible for receiving tax-deductible donations) and potentially other types of non-profits. Using
ESD’scategory— the only one available — Central Staff estimates that this amendment could decrease
2021 taxrevenues by $9.2 million. However, that estimate overstatesthe likely reduction in tax
revenue because ESD’s category includes for-profit hospitals and may also include other kinds of
nonprofits which are not part of this amendment.
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Amendment 14
to
CB #119810- Payroll Expense Tax
Sponsor: CM Mosqueda
Five-year Exemption for Non-Profit Healthcare Providers

On line 1 of page 6, amend the following as shown:

5.38.020 Definitions

The definitions contained in Chapter 5.30 shall be fully applicable to this Chapter 5.38 except as
may be expressly stated to the contrary herein. The following additional definitions shall apply
throughout this Chapter 5.38:

“Business” has the same meaning as that term is defined in Section 5.30.020. Depending
on the context, “business” may also mean a person engaging in business in Seattle.

“Compensation” means remuneration as that term is defined in RCW 50A.05.010.
“Compensation” does not include payments to an owner of a pass-through entity that are not
earned for services rendered or work performed, such as return of capital, investment income, or
other income from passive activities.

“Employee” means any individual who performs work, labor, or personal services of any
nature for compensation paid by a business. For purposes of this Chapter 5.38, the term
“employee’:

1. Includes individuals who are members of limited liability companies, members of
professional limited liability companies, partners, other owners of pass-through entities, and sole

proprietors; and
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2. Includes individuals who would be considered to be independent contractors for
purposes of the business license tax under subsection 5.45.090.S.

“Grocery business” means:

1. A business whose primary business is making retail sales of food and food ingredients
to consumers that are exempt from the retail sales tax under RCW 82.08.0293; and

2. A business whose primary business is making wholesale sales of food and food
ingredients that will be exempt from the retail sales tax under RCW 82.08.0293 when resold by
the purchaser.

For subsections (1) and (2) of this definition, “primary business” means that 70 percent of
the gross income of the business for purposes of calculating the business license tax under
Chapter 5.45 is attributable to that business activity.

“Local government entity”” has the same meaning as that term is defined in RCW
4.96.010.

“Net distribution” means the draws from net income by any owner of a pass-through
entity. Taxable distributions are limited by the amount of draws or net income for that owner,
whichever is less. If the owner’s draw exceeds that individual’s net profit, the excess draw is a

return of capital. A return of capital is not taxable because it is a liquidation of an owner’s assets.

“Non-profit healthcare entity” means either (a) a non-profit entity engaged primarily in

the provision of comprehensive healthcare services, including primary and specialty care, that

provide at least 50 percent of their services to patients covered by Medicaid and to patients who

have no third-party payor or (b) a non-profit entity that conducts life sciences research and

development.
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“Pass-through entity” includes a trust, partnership, corporation described in Subchapter S
of the Internal Revenue Code of 1986, as amended, limited liability company, limited liability
partnership, professional corporation, and any other person or entity which is not subject to the
income tax imposed by Subtitle A, Chapter 1 of the Internal Revenue Code of 1986, as amended,
or which is allowed a deduction in computing such tax for distributions to the owners or
beneficiaries of such person or entity.

“Payroll expense” means the compensation paid in Seattle to employees. Compensation
IS paid in Seattle to an employee if:

1. The employee is primarily assigned within Seattle;

2. The employee is not primarily assigned to any place of business for the tax period and
the employee performs 50 percent or more of their service for the tax period in Seattle; or

3. The employee is not primarily assigned to any place of business for the tax period, the
employee does not perform 50 percent or more of their service in any city, and the employee
resides in Seattle.

“Primarily assigned” means the business location of the taxpayer where the employee
performs their duties.

“Remuneration” has the same meaning as that term is defined in RCW 50A.05.010.

“Taxpayer” means any person who engages in any business in Seattle or who performs

any act for which a tax is imposed under this Chapter 5.38.
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On line 5 of page 9, insert the following as shown:

5.38.040 Deductions from the payroll expense tax

For the period from January 1, 2021 through December 31, 2025, taxpayers that are non-profit

healthcare entities may deduct from the measure of the tax the payroll expense of employees

with annual compensation of $150,000 to $399,999.99.

Effect: This amendment would exempt for five years compensation from $150,000 to $399,999.99 at
non-profit healthcare entities from the Payroll Excise (“Jump Start”) Tax. Data currently provided from
the Employment Securities Department does not enable Central Staff to estimate the magnitude of
effect on diminished revenues that would result from this amendment.
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Amendment 7
to
CB #119810- Payroll Expense Tax
Sponsor: CM Pedersen
Two-Year Exemption for Hospitals and Healthcare Entities

On line 5 of page 9, amend the following as shown:

5.38.040 Exemptions from the payroll expense tax
A. The following are exempt from the payroll expense tax:
1. Any business having payroll expense, as defined under Section 5.38.020, of less
than $7 millioninthe most recent complete calendar year.
2. Any business engagedinbusinessin Seattle as a grocery business.

3. Hospitals as definedin RCW 70.41.020 are exemptforthe period from January

1, 2021 through December 31, 2022.

4, Businesses engaged primarily inthe provision of comprehensive healthcare

services, including primary and specialty care, that provide at least 25 percent of their services

to patients covered by Medicaid or Medicare and to patients who have no third-party payor are

exemptfor the period from January 1, 2021 through December 31, 2022.

53. Any individual whoisan independent contractor for purposes of the business
license tax under subsection 5.45.090.S and whose compensationis includedinthe payroll
expense of another business subjectto the tax imposed by Section 5.38.030.

64. Businessesthat are preempted from taxation by cities pursuant to federal or

state statutes or regulations, including, but not limited to, the following:
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a. Insurance businesses and their agents as defined by RCW 48.01.050
and 48.17.010, respectively, and whose total revenue is exemptfrom the businesslicense tax
per Chapter 5.45.

b. Businessesthat only sell, manufacture, or distribute motor vehicle fuel
as definedin RCW 82.38.020 and exempted under RCW 82.38.080.

c. Businesses that only distribute or sell liquoras definedin RCW
66.04.010 and exemptedin RCW 66.08.120.

d. Federal and state governmentagenciesand any local governmental

entity.

Effect: This amendment would exempt hospitals and healthcare entities such as hospitals from the
Payroll Excise (“Jump Start”) Tax for a two-year period. Data currently provided from the Employment
Securities Department does not enable Central Staff to estimate the magnitude of effect on
diminished revenues that would result from this amendment.
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Amendment 3
to
CB #119810- Payroll Expense Tax
Sponsor: CM Sawant
Eliminate Sunset Provisions

On line 4 of page 1, amend the following as shown:

.title

AN ORDINANCE relating to taxation; imposing a payroll expense tax on persons engagingin
businessinSeattle; adding a new Chapter 5.38 to the Seattle Municipal Code; and
amending Sections 5.30.010, 5.30.060, 5.55.010, 5.55.040, 5.55.060, 5.55.150, 5.55.165,
5.55.220, 5.55.230, and 6.208.020 of the Seattle Municipal Code.

..body

WHEREAS, on March 11, 2020, the World Health Organization announced that the novel

coronavirus (COVID-19) is officially a global pandemic; and

On line 1 of page 12, amend the following as shown and change the section numbering
accordingly:

5.38.090 Tax part of operating overhead

Itis not the intention of this Chapter 5.38 that the taxes hereinlevied upon persons engagingin
business be construed as taxes upon the customers of such businesses, butthat taxes shall be

levied upon, and collectible from, the person engagingin the business activities herein
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designated and that such taxes or fees shall constitute a part of the operating overhead or cost

of doingbusiness of such persons.

5.38.110 Rules and regulations

The Director shall adopt, publish, and enforce rules and regulations not inconsistent with this
Chapter 5.38 for the purpose of carrying out the provisions of this Chapter 5.38, including but
not limited to rulesto determine the payroll expense attributable to work performed and

servicesrendered by employeesin Seattle.

Effect: This amendment would eliminate the sunset provisions. The Payroll Excise (“Jump Start”) Tax
would remainin effect unless and until the City passes separate, future legislation to end the tax.
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Amendment 4
to
CB #119810- Payroll Expense Tax
Sponsor: CM Pedersen
Sunset

On line 19 of page 12, amend the following as shown:

5.38.120 Sunset

For all periods from January 1, 2021, through December31, 26302024, a payroll expense tax as
imposed by this Chapter 5.38 is hereby levied. No business shall owe a payroll expense tax for
payroll expenses after December31, 26362024, and this Chapter 5.38 shall be limited to
determiningand collecting the payroll expense tax due for all business activities prior to

December31, 20302024,

Effect: This amendment would end the tax on December 31, 2024 instead of on December 31, 2030.
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Amendment 6
to
CB #119810- Payroll Expense Tax
Sponsor: CM Pedersen
Strengthen the “Level the Playing Field” Section

On line 7 of page 12, amend the following as shown:

5.38.100 Maintaining a level playing field

To maintaina level playingfield forthe payroll expense tax imposed in this Chapter 5.38, the
Council intends to monitor proposals for any taxes imposed by King County or the State of
Washington on progressive revenue, including payroll expense taxes. The City intendste-shall
work with King County and/or the State of Washington to consideramendmentsto reduce the
tax imposed by this Chapter 5.38 inthe eventthat businesses become subject to future

significantprogressive taxes at the county and/or state level that would generate revenue for

the City of Seattle in amounts equivalentto or greater than the revenue that would be raised

by this Chapter 5.38.

Effect: This amendment would make more explicit the Council’s intent to reduce the Payroll Excise
(“Jump Start”) Taxif either King County or the State of Washington impose future progressive taxes
that generate equivalent or greater taxrevenues.
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Amendment 12
to
CB #119810- Payroll Expense Tax
Sponsor: CM Strauss, CM Mosqueda
Maintain a Level Playing Field

On line 7 of page 12, amend the following as shown:

5.38.100 Maintaining a level playing field

taxesat-thecounty-orstatetevel-To maintain a level playingfield and to provide predictability

for the businessesimpacted by the payroll expense tax imposed in this Chapter 5.38, the

Council intends to monitor proposals for any taxes imposed by King County or the State of

Washington to ensure:a) businessesinitsjurisdiction are not subject to additional payroll taxes

imposed under Chapter 5.38, b) filings are consolidated and streamlined to reduce

administrative burden on taxpayers and Finance and Administrative Services,andc) a

sustainable, progressive funding source is maintained forthe items as describedin Council Bill

119811.

Effect: This amendment would state the Council’s intent to monitor proposals for taxesimposed by
King County or the State of Washington and to consider future amendments to the City’s Payroll
Excise (“Jump Start”) Tax.
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Amendment 18
to
CB #119810- Payroll Expense Tax
Sponsor: CM Morales
Maintain a Level Playing Field

On line 7 of page 12, amend the following as shown:

5.38.100 Maintaining a level playing field

To maintaina level playingfield forthe payroll expense tax imposed in this Chapter 5.38, the
Council intends to monitor proposals for any taxes imposed by King County or the State of
Washington on progressive revenue, including payroll expense taxes. The City intends to work
with King County and the State of Washington to consideramendments to the tax imposed by
this Chapter 5.38 inthe eventthat businesses become subject to future significant progressive

taxes at the county or state level. Inthe event that the Director of Finance and Administrative

Servicesfilesa report with the City Clerkindicating that King County or the State of Washington

have passed a hew corporate tax that will generate an equivalentamount of net City revenues

to the City tax revenues generated by this Chapter 5.38, then no business shall owe a payroll

expense tax for payroll expenses beginning one yearfrom the imposition date of such new

corporate tax, and this Chapter 5.38 shall thereafter be limited to determining and collecting

the payroll expense tax due for all business activities.

Effect: This amendment would automatically sunset the Payroll Expense (“Jump Start”)Tax one year
after the imposition date by King County or the State of Washington of new a new form of corporate
taxthat will generate anequivalent amount of City taxes to the Jump Start Tax. The City could use the
one year period to evaluate the new King County or State of Washington corporate tax.

Pagelof1

83



Legislation Text

\ \ SEATTLE CITY COUNCIL o0 e W a4
@ I'In\

File #: CB 119811, Version: 1

CITY OF SEATTLE

ORDINANCE

COUNCIL BILL

AN ORDINANCE establishing a spending plan for proposed use of the proceeds generated from the payroll
expense tax authorized by the ordinance introduced as Council Bill 119810 establishing an oversight
committee; and adding a new Section 3.35.100 to the Seattle Municipal Code.

WHEREAS, the City Council (“Council”’) adopted the ordinance introduced as Council Bill 119810,
authorizing the collection of a new payroll expense tax (“payroll tax”) to be imposed beginning January
2021; and

WHEREAS, the new payroll tax is anticipated to generate about $173 million in proceeds in 2021 with a goal
of generating about $200 million on an annual basis, as shown in the spending plan included as
Attachment 1 to this ordinance; and

WHEREAS, on November 2, 2015, the Mayor issued a Proclamation of Civil Emergency to address the
homelessness crisis in the City of Seattle; and

WHEREAS, on November 3, 2015, the City Council adopted Resolution 31630, ratifying and confirming the
Mayoral Proclamation of Civil Emergency; and

WHEREAS, the Civil Emergency to address the homelessness crisis is still in effect today; and

WHEREAS, on March 11, 2020, the World Health Organization announced that the novel coronavirus (COVID

-19) is officially a global pandemic; and

WHEREAS, on February 29, 2020 the Washington Governor issued Proclamation 20-05, proclaiming a state of
84
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emergency for all counties throughout the state of Washington in response to new cases of COVID-19;
and

WHEREAS, on March 13, 2020 the President of the United States declared a national state of emergency in
response to the COVID-19 pandemic; and

WHEREAS, on March 25, 2020 the Washington Governor issued Proclamation 20-25, prohibiting all people in
Washington State from leaving their homes and all non-essential businesses in Washington State from
conducting business (“Stay Home - Stay Healthy Proclamation™); and

WHEREAS, these actions are appropriate for public health reasons but result in severe economic impacts on
families and individuals in Seattle; and

WHEREAS, these impacts are felt most strongly by people with low incomes who have become unemployed or
had their work hours severely reduced; and

WHEREAS, the affordable housing crisis, homelessness emergency, and now the COVID-19 pandemic and
related economic and unemployment emergencies, in Seattle are deeply impacting the lives of people
throughout Seattle and the region and disproportionately harms people of color, immigrants, the
LGBTQ community, indigenous peoples’ communities, disabled community members, and women,
who already struggle against entrenched inequality; and

WHEREAS, average rents in Seattle rose 69 percent between 2010 and 2018, far beyond the rate of inflation
and more than double the national average; and

WHEREAS, more than 4,280 students in Seattle Public Schools are homeless or have unstable housing; and

WHEREAS, even before the COVID-19 emergency, thousands of Seattle renters faced eviction threats every
year, and in September 2018, the Seattle Women’s Commission and the King County Bar Association
jointly published Losing Home: The Human Cost of Eviction in Seattle, finding that more than half of
Seattle renters receiving eviction notices in 2017 owed one month’s rent or less, and most tenants who

are evicted become homeless; and 85
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WHEREAS, the Losing Home report found that evictions in Seattle fall disproportionately on women and
people of color, with people of color constituting about 35 percent of renters, and nearly 52 percent of
evictions involved people of color; and

WHEREAS, the October 2019 Report and Recommendations of the King County Regional Affordable Housing
Task Force found that 156,000 affordable homes were needed immediately and another 88,000
affordable homes by 2040 to ensure that no low-income or working households were cost burdened; and

WHEREAS, the 2019 point-in-time count of people experiencing homelessness in King County estimates there
are 11,199 individuals experiencing homelessness in the region; and

WHEREAS, the Third Door Coalition proposal advocates for the creation of 6,500 permanent supportive
housing units as a proven solution for meeting the housing and services needs of those who are
chronically homelessness; and

WHEREAS, the City recognizes the importance of using a “Housing First” approach in the development of
permanent housing for those experiencing homelessness that prioritizes providing access to low or no
barrier housing for such persons; and

WHEREAS, in addition to increasing investments to support programs that provide housing security and that
increase the supply of affordable housing, the Council is committed to pursuing additional strategies,
such as changes to development regulations and permit review processes, to reduce the time and costs
of building affordable housing; and

WHEREAS, in October 2016, the Council adopted, with the Mayor concurring, Resolution 31712, endorsing
community principles for green jobs, defining a green job as one that preserves or enhances
environmental health as well as the economic and social well-being of people and communities, centers
on communities most negatively impacted by climate change, and pays a living wage while providing
career pathways; and

WHEREAS, the City Council adopted Resolution 31895 establishing a Green New Deal for Seattle; and 86
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WHEREAS, Resolution 31895 envisioned the need to establish a dedicated revenue source in order to
implement Green New Deal strategies, including creating more permanently affordable housing, located
near transit hubs, green space, and neighborhood amenities to reduce dependence on private vehicles
and strengthening green building standards for new construction to minimize emissions while
maximizing energy efficiency; and

WHEREAS, the Council is committed to advancing strategies to improve job quality for the local work force,
including investing in labor-management trainings and partnering with other entities committed to
implementing and adopting innovative workforce strategies; and

WHEREAS, the new tax will generate significant funds that will increase the construction and preservation of
new permanently affordable housing units for low-income households to address the housing
affordability and homelessness crisis, will contribute to reducing Seattle’s climate pollution, and will in
the process support living-wage jobs, and in doing so will help the City make the necessary changes to
shift Seattle’s economy to be more equitable and ecologically sustainable; and

WHEREAS, the City is committed to eliminating racial inequities through implementation of the Race and
Social Justice Initiative; and

WHEREAS, Resolution 31577, adopted in May 2015, affirmed that The City of Seattle’s core value of racial
and social equity is one of the foundations on which the Comprehensive Plan is built, and defined
“equitable development™ as public and private investments, programs, and policies in neighborhoods to
meet the needs of marginalized people and reduce disparities; and

WHEREAS, Ordinance 125173, passed in October 2016, amended the Seattle Comprehensive Plan to increase
its emphasis on race and social equity, and affirm the conclusions of the Seattle 2035 Equity Analysis
that was part of the City’s overall analysis of the Plan; and

WHEREAS, Resolution 31711, adopted in September 2016, identified the Equitable Development Initiative as

a key component of implementing Ordinance 125173 and approved the Equitable Development
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Implementation Plan and the Equitable Development Financial Investment Strategy to advance the
public purposes of community stability, cohesion, and affordability; and

WHEREAS, the City’s Equitable Development Initiative supports community driven projects that promote
economic opportunities for marginalized populations and enhance community cultural anchors,
affordable housing development, health services, child care services, and other community services that
support the needs of diverse populations in areas at risk of displacement; and

WHEREAS, the Equitable Development Initiative receives annual funding of $5 million from the short-term
rental tax, but this funding is insufficient to support the number of current projects in development and
additional future projects; and

WHEREAS, on March 18, 2019, the City Council adopted Resolution 31870, committing to taking future
actions to mitigate displacement impacts on marginalized communities, including communities of color
and low-income communities, particularly in neighborhoods identified as at high risk of displacement
by the Growth and Equity Analysis. One action called for was to identify a permanent and consistent
source of funding for the Equitable Development Initiative, beyond the $5 million per year expected to
be generated through the short-term rental tax, with a long-term goal of $20 million annually; and

WHEREAS, the new payroll tax will generate significant funds to address identified inequities and to respond
to the economic and public health impacts caused by the COVID-19 pandemic that are anticipated to
persist beyond 2020; NOW, THEREFORE,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:
Section 1. Findings. The City Council finds that:
A. On March 3, 2020, the Mayor proclaimed that a civil emergency exists in the City of Seattle related

to the COVID-19 virus.
B. On March 11, 2020, the Governor of Washington State and the Local Health Officer for Public

Health - Seattle & King County issued parallel orders prohibiting gatherings of 250 people or more for social, 88
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spiritual and recreational activities in King County.

C. On March 13, 2020, the Governor of Washington state issued an emergency order announcing all K-
12 schools in Washington to be closed from March 17, 2020 through June 19, 2020 to combat the spread of the
disease.

D. On March 13, 2020, the President of the United States declared a national emergency to allow the
government to marshal additional resources to combat the virus.

E. On March 23, 2020, the Governor of Washington State issued an emergency order (“the Stay Home,
Stay Safe” order) announcing that “[a]ll people in Washington State shall immediately cease leaving their home
or place of residence except: (1) to conduct or participate in essential activities, and/or (2) for employment in
essential business services.”

F. As of June 11, 2020, the Washington State Department of Health confirmed 25,171 cases of COVID-
19 and 1,204 deaths caused by the virus in Washington State, with 8,611 confirmed cases and 586 deaths
caused by the virus in King County.

G. The COVID-19 crisis has had a significant impact on the local economy impacting the retail,
restaurant, construction, gig economy, and other industries resulting in layoffs and reduced work hours for a
significant percentage of this workforce and loss of income for small businesses. These impacts are being felt
most strongly by low income workers, people of color, immigrants, and members of the LGBTQIA community,
who have become unemployed or had their work hours severely reduced and will have both immediate and
long-term impacts.

H. There are at least 38,000 businesses in the City of Seattle employing a minimum of 655,000
individuals. Since the Governor of Washington closed or limited operations of many businesses in the state
beginning in March, the statewide unemployment rate went from 5.1 percent in March to 15.4 percent in April.
This equates to 199,000 individuals in March, and 610,000 individuals in April who are unemployed. In the

Seattle/ Bellevue/Everett area, the unemployment rate went from 5.6 percent in March to 14.5 percent in April.
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This equates to 96,000 individuals in March and 248,000 individuals in April who are unemployed. Rising
unemployment will put more and more Seattle households, particularly low-income households, in financial
peril.

I. Providing financial assistance to small business owners and operators is necessary to prevent small
businesses from having to close permanently due to the hardship associated with government-mandated full or
partial closure of their businesses, or requirements to implement new businesses practices and physical
modifications to the business to meet public health guidance, during and after the COVID-19 crisis. Such
assistance shall provide economic benefits to the public by saving or creating jobs, moderating impacts to local
tax revenue by supporting continue operations of small businesses and ensuring that businesses can modify
operations as necessary to comply with public health guidance.

J. Federal and state assistance is inaccessible to many people with low-incomes, to many small
businesses, and is being delayed for many others, and will not be sufficient to meet their basic needs during the
COVID-19 public health and financial crisis. In addition, federal assistance provided to small businesses may
not allow flexibility in terms of non-payroll costs that can be covered, timeline for expending funds, etc.
Therefore, additional and immediate financial support to small businesses and people with low-incomes is
necessary to help meet their basic needs and to help minimize impacts to public health as well as the local
economy.

K. The economic impacts from the COVID-19 emergency are drastic and immediate but are also
expected to last much longer than the civil shut-down emergency itself.

L. Data from the 2012-2016 American Community Survey (ACS) shows that: over 60,000 households
in Seattle with incomes at or below 80 percent of AMI are cost burdened, paying more than 30 percent of their
income for rent and utilities; and 29,000 households with incomes at or below 50 percent of area AMI are
severely cost burdened, paying over 50 percent of their income for rent and utilities, and, as a result, are at

potential risk of homelessness.
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M. The COVID-19 emergency poses a serious threat to the housing stability of households who are
unable to pay rent due during the crisis and is expected to impact the ability for people to be securely housed
beyond 2020.

N. Spending on equitable development investments, including the community-identified and City-
approved projects included in the Equitable Development Financial Investment Strategy, achieves a clear public
purpose in advancing the City’s core value of racial and social equity through fostering the development and
improvement of physical and social assets serving communities, economic development, education, and
workforce training programs, and other public benefits.

O. The spending plan is being tailored to address both the shorter (2021) and longer-term (2022 and
beyond) basic human health and public health needs created by the multiple and overlapping crises, which
include the long-running affordable housing and homelessness crisis, food insecurity, and loss of childcare and
small businesses through the community, which has now been greatly exacerbated and complicated by the
COVID-19 pandemic and related economic and unemployment crises.

P. Investments in the programs and services described in this ordinance will help counteract the
economic and health impacts caused by the COVID-19 crisis by investing in low-income communities, small
businesses, and other services that will continue to be needed in 2021 and beyond by people who saw
significant reductions in income due to employment changes and business closures or reductions stemming
from the crisis.

Q. The City’s Adopted 2020 Budget fully appropriates all available municipal revenues to address the
many and varied needs of the community.

R. At an April 22 presentation to the Select Budget Committee, the City Budget Director stated that a
“Rapid Recovery” in City General Fund finances from the COVID 19 civil emergency would result in a $100
million or 7 percent reduction in General Fund revenues available for City spending priorities in 2020, and

further stated that a “Slow Recovery” scenario would result in a $186 million or 13 percent reduction in 91
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General Fund revenues and about $113 million reduction in other general government revenues in 2020, for a
total reduction of about $300 million in 2020.

S. The City will impose a new payroll tax through Council Bill 119810 that is expected to provide new
and sufficient revenues to allow the City, in 2021, to replenish emergency funds used in 2020 to make public
assistance available to households most impacted by the COVID-19 civil emergency and to provide resources
to maintain services and provide longer terms solutions to address the inequities exacerbated by the COVID-19
crisis.

Section 2. Proceeds from the new payroll tax imposed by the ordinance introduced as Council Bill
119810 may only be used as described in subsections 2.A and 2.B of this ordinance and summarized in
Attachment 1 to this ordinance. The programs funded in this spending plan may be used to provide assistance to
low income people who live or work in Seattle. The spending plan may be amended from time to time by the
City Council by ordinance.

A. In 2021, the first $86 million may be used to replenish the City’s Emergency Fund and Revenue
Stabilization Fund balance that was reduced in 2020 to fund programs that address the economic impacts
caused by COVID-19. Any remaining proceeds from the payroll tax are intended to be used as follows:

1. Up to five percent may be used to administer the payroll tax authorized by the ordinance
introduced as Council Bill 119810 and to administer the investments described in subsections 2.A.2 and 2.A.3
of this ordinance. If less than five percent of remaining funds is needed for implementation and administration,
any remaining funds may be used for other programs and services described in subsections 2.A.2 through 2.A.4
of this ordinance.

2. Seventy-five percent may be used to (1) provide continuity of services and programs
administered or supported by the City prior to the COVID-19 crises that, absent the support from the payroll
tax revenue, would see a reduction in funding; and (2) funding to support increased costs and the expansion of

services and programs administered or funded by the City that support low-income communities, immigrant
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and refugee communities, people experiencing homelessness or housing insecurity, people experiencing food
insecurity, and to fund other City programs and services that address the needs of low-income households and
small businesses. It is the Council’s intent that funding is prioritized for investments in services and programs
that service lower-income neighborhoods.

3. Twenty percent may be used to continue some funding for the programs and services that
received funding in 2020 as described in the ordinance introduced as Council Bill 119812.

B. In all subsequent years, the proceeds from the payroll tax will be allocated as described in an
implementation plan adopted by the City Council biennially, with the first plan adopted in 2021 for spending in
years 2022 and 2023. The intent is to allocate funding as follows:

1. Up to five percent of the proceeds may be used to administer the payroll tax authorized by the
ordinance introduced as Council Bill 119810 and to administer the investments described in subsections 2.B.2
through 2.B.4 of this ordinance. If less than five percent of remaining funds are needed for administration, any
remaining funds may be used for other programs and services described in subsections 2.B.2 through 2.B.4 of
this ordinance.

2. Housing and services. Sixty-five percent of the proceeds may be used to support (1) capital
costs associated with the construction or acquisition of rental housing for low-income households, including but
not limited to people with disabilities, the elderly, low-wage working people, homeless individuals and
families, and families with children; (2) operating and services costs of rental housing serving households at or
below 30 percent of area median income (AMI); and (3) associated infrastructure to support the ongoing
operations costs for the housing, such as maintenance, retrofitting, and energy efficient upgrades to support the
housing. Of the proceeds proposed for housing and services, the Council intends that 70 percent will support
housing serving households with incomes at or below 30 percent of AMI and 30 percent will support housing
serving households with incomes at or below 50 percent of AMI, provided that such projects include units

serving some households at or below 30 percent of AMI
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It is the Council’s intent that new construction of housing projects funded with this tax will be
built consistent with the City’s Housing Funding Policies as adopted by Ordinance 119531, or as may be
amended. These include, but are not limited to:

a. Requirements and goals that advance labor equity outcomes, such as: the payment of
prevailing wages, apprenticeship utilization, and employment of Women and Minority Owned Businesses.
Imposing additional requirements including, but not limited to: preferred entry to apprenticeship programs,
requirements for pre-apprenticeship, mentoring or other training programs, and utilization of workers from
economically distressed areas, will be considered for new construction housing projects based on the results of
the evaluation of the 2" and Mercer housing pilot project, expected in mid-2021. The implementation plan that
will be adopted by the City Council in 2021 will guide spending for 2022 and 2023, and may impose further
labor equity-related requirements for new construction projects and recommend any needed amendments to the
City’s Housing Funding Policies to impose such requirements.

b. Prioritize projects that advance equitable development goals and address displacement,
including those proposed or supported by local, community-based, non-profit organizations that are culturally
relevant and historically rooted, particularly when the project site is in an area that is at high risk for
displacement.

c. Utilize well-located publicly owned properties to achieve cost savings for affordable
housing development through reduced or no-cost land transfers, favorable purchase terms, and efficient funding
and disposition processes.

3. Ten percent of the proceeds may be used to support the Equitable Development Initiative
(EDI). Funding may be used to support community-initiated equitable development projects that advance
economic mobility and opportunity, prevent residential, commercial, and cultural displacement, build on local
cultural assets, promote transportation mobility and connectivity, develop healthy and safe neighborhoods, and

enable equitable access to all neighborhoods. Funds would be appropriated to the Office of Planning and 94
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Community Development and allocated through the EDI’s existing established funding process for awarding
EDI grants. This funding may be used to support both the non-housing and affordable housing components of
EDI projects. Investments in EDI projects that include an affordable housing component will be prioritized.

4. Twenty percent of the proceeds may be used to support local businesses and tourism to spur
the local economic recovery, and to provide economic stability for the city’s workforce. Investments will
prioritize programs and services that diversify the local economy and improve job quality, including investing
in labor-management training programs and partnerships with organizations whose work focuses on innovative
workforce strategies that support and create jobs with strong pay and benefits. This will include:

a. At least $650,000 in 2022 to contract with an organization with expertise and
experience in developing a plan and can act as a catalyst to launch programs and services that will help
transition a just local economy that provides stable, safe, and healthy family sustaining jobs. The Council
expects that, in 2021, the Executive will convene a group that includes, but is not limited to, representatives
from City departments, labor organizations, and small businesses, to develop the scope of work and to select a
firm to carry out this work in 2022.

b. Any remaining funds will be used to invest in individuals’ businesses, activities that
promote and support business districts and tourism, and to support business organizations focused on retaining
and growing the workforce, including job training programs that provide a path to careers that provide family-
sustaining wages and benefits. Preference will be given to businesses and business organizations who provide a
safe, healthy, and economically beneficial working environment for its employees by providing the following,
including but not limited to: codes of conduct, health care benefits, educational benefits, retirement benefits,
living wage standards, and entering into a labor peace agreement with employees.

Section 3. On or before June 30, 2021, the Executive is requested to submit an Implementation Plan for
the payroll tax spending for years 2022 and beyond to the City Council that includes:

A. Specific spending proposal for years 2022 and beyond; 95
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B. Proposed outcomes for each funded program or service;

C. How the programs or services will be implemented (i.e., responsible department, funding processes,
etc.);

D. Proposed policies for implementing funded programs or services,

E. Recommended modifications to the City’s Housing Funding policies imposing new labor equity
outcomes for new construction housing projects, if appropriate; and

F. Proposal for the detailed roles and responsibilities for the Oversight Committee described in Section
5 of this ordinance.

The Executive, with the support of the Seattle Office for Civil Rights, will conduct racial equity analysis
on the proposed implementation plan prior to submittal to the City Council. The completion of this analysis
should not delay submittal of the Implementation Plan by June 30, 2021. The Executive is expected to work
cooperatively with the City Council in the development of this implementation plan to ensure it is consistent
with the proposed spending plan.

Section 4. A new Section 3.35.100 is added to the Seattle Municipal Code as follows:

3.35.100 Payroll Tax Oversight Committee

A. There is established an Oversight Committee for the purpose of providing oversight on the services
and programs supported by the payroll tax and the impacts of this tax on the number of jobs and businesses in
the City, and other data that directly relates to measuring the impact of this tax on the City’s economy. The
Oversight Committee shall provide an annual report that provides this information to the Mayor and the City
Council. The Oversight Committee shall consult with the Coalition of City Unions, Small Business Advisory
Council, Housing Levy Oversight Committee, the Green New Deal Oversight Board and other oversight bodies
that monitor programs and services similar to those supported by the payroll tax. The Committee may elect
officers and establish rules of procedure, including what shall constitute a quorum. The Director of

Neighborhoods or such other department head as may be designated by the Mayor shall provide the Committee
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such information as is necessary for the Committee to determine the status of individual programs and projects.

B. The Oversight Committee shall consist of nine voting members, appointed to positions number 1
through 9.

1. Position 1 shall be a City employee appointed by the Mayor or designee; position 2 shall be a
City employee appointed by the City Council; positions 3 through 9 shall be persons outside City government.
Positions 3, 5, and 7 shall be appointed by the Mayor. Positions 4, 6, 8 and 9 shall be appointed by the City
Council.

2. Positions 3 and 4 shall represent labor.

3. Positions 5 and 6 shall represent business.

4. Positions 7 and 8 shall represent community organizations that reflect the diversity of the City.

5. Position 9 shall represent communities that will benefit from the proposed spending.

6. The appointing authority may remove any member who is absent from two or more
consecutive meetings without cause.

C. No more than three committee members appointed by the Mayor and no more than two committee
members appointed by the City Council shall be an officer, director, board member, trustee, partner, or
employee of an entity that receives or competes for funding under this ordinance; or be a member of the
immediate family of, or an individual residing with, an officer, director, board member, trustee, partner, or
employee of an entity that receives or competes for funding under this ordinance; or be a person seeking or
having an arrangement concerning future employment with an entity that receives or competes for funding
under this ordinance. For the purposes of this Section 3.35.100, an individual’s “immediate family” means the
individual’s spouse, domestic partner, child, child of a spouse or domestic partner, sibling-in-law, parent, parent
of a spouse or domestic partner, a person for whom the individual acts as a guardian, or a person claimed as a
dependent on the individual’s most recent federal income tax return. Subject to the preceding sentence and

applicable law, an individual serving as an officer, director, board member, trustee, partner, or employee of an 97
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entity that receives or competes for funding under this ordinance, or who has an interest in such an entity, shall
not thereby be disqualified from serving on the Committee, but shall fully disclose any such relationships and
shall not vote on any matter in which the interest of such entity is directly involved.

D. Upon the resignation, retirement, death, incapacity, or removal of a member, the authority appointing
such member may appoint a replacement for the balance of the term.

E. The initial terms of positions 1, 3, 5, 7, and 9 shall be two years; the initial terms of positions 2, 4, 6,
and 8 shall be three years; all subsequent terms shall be three years. Any vacancy in an unexpired term shall be
filled in the same manner as the original appointment. A member whose term is ending may continue on an
interim basis as a member with voting rights until such time as a replacement for that position has been
appointed by the City Council or confirmed by the City Council.

F. Members shall serve without pay, except that members may request compensation of $50 per hour
served if participating on the committee presents a financial hardship. Upon such request, the Director of
Neighborhoods is authorized to expend funds in the Department of Neighborhood’s budget for this purpose. No
money may be expended for services rendered prior to a request being filed with the Director.

Section 5. Severability. The provisions of this ordinance are declared to be separate and severable. The
invalidity of any clause, sentence, paragraph, subdivision, section, or portion of this ordinance, or the invalidity
of its application to any person or circumstance, does not affect the validity of the remainder of this ordinance

or the validity of its application to other persons or circumstances.

Section 6. This ordinance shall take effect and be in force 30 days after its approval by the Mayor, but if
not approved and returned by the Mayor within ten days after presentation, it shall take effect as provided by
Seattle Municipal Code Section 1.04.020.

Passed by a 3/4 vote of all the members of the City Council the day of

, 2020, and signed by me in open session in authentication of its passage this

98
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day of , 2020.

President of the City Council

Approved by me this day of , 2020.

Jenny A. Durkan, Mayor

Filed by me this day of , 2020.

Monica Martinez Simmons, City Clerk

(Seal)

Attachments:
Attachment 1 - Proposed Spending Plan
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Jump Start Seattle —Proposed Spending Plan

2021 Proposed Spending

Program/Activity Program Description

Replenish Replenish the City’s Emergency Fund balance that was reduced in 2020 to fund programs that

il
Emergency Fund address the economic impacts caused by COVID-19. >86 million
Provide continuity of services and programs administered or supported by the City prior to the
Continuity of COVID-19 crises that, absent the support from the payroll tax revenue, would see a reduction in a L
. . . . . . 75% $65 million
Services funding; and funding to support increased costs and the expansion of services and programs
administered or funded by the City that support low-income communities.
COVID Relief Continue funding for some of the programs and services that received funding in 2020 to provide
continued public assistance to low-income households and small businesses impacted by the COVID-19 20%* $17 million
emergency.
Start-up costs and ongoing administration? 5% S4 million

TOTAL ANNUAL SPENDING: 100%* $172 million

2022 + Beyond Proposed Spending

- Construction or acquisition of rental housing serving households with incomes between 0%-50%
Housing and of Area Median Income (AMI) with at least 70% of funds used to serve households with incomes
Services between 0-30% of AMI; and

- Operating and services costs to support housing serving households between 0-30% of AMI.

65% $132 million

Equitabl . . A .
Dotlel\jlezla()p;ent Fund.mg for the Equitable Devel.opmen.t Initiative (EDI) to support. the non-housing and affordable 10% $20 million
e . housing components of EDI projects with a goal of at least $20 million annually.
Initiative
Business Support Fund.ing to supp9rt Ioc:'al' businesses‘arjd tourism to spur the local economic recovery, and to 0% $41 million
provide economic stability for the city’s workforce.
Start-up costs and ongoing administration 5% $10 million

TOTAL ANNUAL SPENDING: 100% $203 million®

100

! After replenishing the emergency fund
21n 2021, the admin costs are not applied to the $86 million to replenish the emergency funds
3 The revenue goal is about $200 million annually; in 2022 a small inflationary adjustment is assumed
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SUMMARY and FISCAL NOTE*

Department: Dept. Contact/Phone: CBO Contact/Phone:

| Legislative Department | Aly Pennucci/Traci Ratzliff |

* Note that the Summary and Fiscal Note describes the version of the bill or resolution as introduced; final legislation including
amendments may not be fully described.

| 1. BILL SUMMARY |

Legislation Title: An ordinance establishing a spending plan for proposed use of the proceeds
generated from the payroll excise tax authorized by the ordinance introduced as Council Bill
119810; establishing an oversight board; and adding a new Section 3.35.100 to the Seattle
Municipal Code

Summary and background of the Legislation: This ordinance establishes proposed spending
plans for 2021, and 2022 and beyond, that utilize the proceeds generated from the payroll excise
tax authorized by the ordinance introduced as Council Bill 119810. A summary of the proposed
spending for 2021 and 2022 and beyond are described in Attachment 1 to the ordinance. The
Executive is requested to submit by June 30, 2021 an Implementation Plan for spending in these
years and to conduct a racial equity analysis of that plan before submittal to the Council for
approval. The Implementation Plan shall include the following:

o Specific spending proposal for years 2022 and beyond;

o Proposed outcomes for each funded program or service;

o How the programs or services will be implemented (i.e., responsible department, funding
processes, etc.);

o Proposed policies for implementing funded programs or services;

J Recommended modifications to the City’s Housing Funding policies imposing new labor
equity outcomes for new construction housing projects, if appropriate; and

o Proposal for the detailed roles and responsibilities for the Oversight Committee

established in the legislation.

The legislation also establishes a nine-member Payroll Tax Oversight Committee. This
Committee will provide oversight on the services and programs supported by the payroll tax and
the impacts of this tax on the number of jobs and businesses in the City, and other data that
directly relates to measuring the impact of this tax on the City’s economy. The Oversight
Committee shall provide an annual report that provides this information to the Mayor and the
City Council. The Oversight Committee shall consult with the Coalition of City Unions, Small
Business Advisory Committee, Housing Levy Oversight Committee, the Green New Deal
Oversight Committee, and other oversight committees that monitor programs and services
similar to those supported by the payroll tax. Four of the Oversight Committee members will be
appointed by the Mayor and five members will be appointed by the Council. Members of the
Oversight Committee shall include representatives of: labor, business, community organizations
that reflect the diversity of the City, and communities that will benefit from the proposed
spending.
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‘ 2. CAPITAL IMPROVEMENT PROGRAM

Does this legislation create, fund, or amend a CIP Project? _ Yes __x__ No

If yes, please fill out the table below and attach a new (if creating a project) or marked-up (if amending) CIP Page to the Council Bill.
Please include the spending plan as part of the attached CIP Page. If no, please delete the table.

Total Project Cost
Project Name: |Project 1.D.: |Project Location: |Start Date: |End Date: | Through 2025:

| 3. SUMMARY OF FINANCIAL IMPLICATIONS

Does this legislation amend the Adopted Budget? Yes __x_No
If there are no changes to appropriations, revenues, or positions, please delete the table below.
General Fund $ Other $
Appropriation change ($): 2020 2021 2020 2021
Revenue to General Fund Revenue to Other Funds
Estimated revenue change ($): 2020 2021 2020 2021
No. of Positions Total FTE Change
Positions affected: 2020 2021 2020 2021

Does the legislation have other financial impacts to the City of Seattle that are not
reflected in the above, including direct or indirect, short-term or long-term costs?

If so, describe the nature of the impacts. This could include increased operating and maintenance costs, for example.

Is there financial cost or other impacts of not implementing the legislation?

| 4. OTHER IMPLICATIONS

a. Does this legislation affect any departments besides the originating department?
Office of Housing, Office of Economic Development, Office of Immigrant and Refugee
Affairs, Human Services Department, Department of Neighborhoods will all likely be
involved in implementing programs funded in the proposed spending plan. Five percent of
the tax revenues will be provided to support implementation and administration of these
programs.

b. Isa public hearing required for this legislation? No
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Does this legislation require landlords or sellers of real property to provide information
regarding the property to a buyer or tenant? No

Is publication of notice with The Daily Journal of Commerce and/or The Seattle Times
required for this legislation? No

Does this legislation affect a piece of property? No

Please describe any perceived implication for the principles of the Race and Social
Justice Initiative. Does this legislation impact vulnerable or historically disadvantaged
communities? What is the Language Access plan for any communications to the
public? This funding will support programs that assist: low-income households, individuals
and families who are homeless and are disproportionately represented by people of color,
immigrants and refugees, small businesses, and others to have greater access to needed
services, including housing, food, jobs, and other services to assist them recover from the
effects of COVID-19.

If this legislation includes a new initiative or a major programmatic expansion: What
are the specific long-term and measurable goal(s) of the program? How will this
legislation help achieve the program’s desired goal(s). As described in Attachment 1 to
the legislation.

List attachments/exhibits below:

Template last revised: December 2, 2019.
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\ \ SEATTLE CITY COUNCIL
QL‘ CENTRAL STAFF
June 30, 2020

MEMORANDUM

To: Select Budget Committee
From: Traci Ratzliff, Analyst and Aly Pennucci, Supervising Analyst
Subject: Jump Start Seattle: Council Bills 119811 and 119812

On Wednesday, July 1, 2020, the Select Budget Committee (Committee) will discuss and may
vote on Council Bill (CB) 119811 (Jump Start Seattle SpendingPlan).CB 119812 (COVIDRelief
Proposal) will be discussedin Committee on July 15.

This memo:
e Describesa proposed substitute version of the SpendingPlan for Committee’s
consideration;

e Presentstwo proposed amendmentsto that SpendingPlan substitute version;

o Describesa proposal to considera resolution that will provide more granular spending
plan detailsinthe coming weeks; and

e Describes potential changes to the COVID-Relief Proposal.

Spending Plan (CB 119811) —Proposed Substitute

Attachment 1 to this memo is a substitute version of CB 119811 proposed by Councilmember
Mosqueda. The proposed substitute establishes the spending categories that would be
supported by proceeds from the proposed Jump Start Seattle payroll tax (CB 119810). The
proposed substitute also maintainsthe requestincludedin the bill as introduced submittal of
an implementation plan by June 30, 2021 and establishes the Payroll Tax Oversight Committee.
Specifically, the proposed substitute would:

e Remove Attachment 1 to CB 119811 that includes a specificallocation of funds for each
spending category (using what was assumed to be the annual tax revenue generated
from CB 119810 as introduced);

¢ AmendSection 2 of CB 119811 that would:
o Remove the referencesto Attachment1;

o Remove all referencesto specificdollar amounts or the percent of funds allocated to
a spending category; and

o Add language confirming Council’sintentto adopt, by resolution, the spending plan
details by year and program area.

Discussions to date suggest that the Committee generally agrees on the broad spending
categoriesincludedin the proposed substitute (i.e., COVIDrelief and continuity of servicesin

2021 andin 2022 and beyond;investmentsin affordable housing, small businesses and the 104
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city’s workforce; the Equitable DevelopmentInitiative; and investmentstoimplement Green
New Deal (GND) strategies).

Because there are numerous amendments to the proposed tax bill (CB119810) --amendments
that couldincrease or decrease the annual revenue estimates, itis premature to adopt
spending details by year and program area. These details would instead be includedin a
resolutionthat would be considered for adoption by Council inthe coming weeks.

Amendments to the Proposed Substitute to CB 119811

In additionto the proposed substitute version, there are two potentialamendments to the
proposed Substitute Bill (Sections 3 and 4 of CB 119811) for the Committee’s consideration:

1. Evaluation and Effectiveness. Amend CB 119811 as shown in Attachment 2 to:

e Add language to subsection 2.B.1 to include the cost of evaluatingthe effectiveness of
the proposedinvestmentsas an authorized use of funds allocated for administration;
and

e Add language to Section 3 to ensure the implementation planincludesan evaluation
framework to measure the results of the programs and services funded by the payroll
tax revenue.

2. Payroll Tax Oversight Committee. Amend CB 119811 as shown in Attachment 3 to:

e Reduce the number of members of the proposed Payroll Tax Oversight Committee that
can be an officer, director, board member, trustee, partner, or employee of any entity
that receives orcompetes for funding from five members (55.5 percent) to two
members (22.2 percent). This isa similar, proportionally, tothe number of memberson
the Families, Education, Preschool, and Promise Levy (FEPP) Oversight Committee that
are associated with an entity that receives or competes for FEPP funding(29.4%); and

e (Clarifythat compensationto committee members can be provided if participating on
the committee presentsa financial hardship. However, such compensation must be
approved by the Director of Neighborhoods priorto payment.

Future Resolution

Following adoption of the Spending Plan (CB 119811) that outlinesthe eligible spending
categories, and the adoption of the Tax Bill (CB 119810) that estimatesthe annual tax revenue,
the Council will adopt, by resolution (orthrough adoption of the annual budget), spending
details by year and program area. The resolution will be introduced with the detailsincludedin
the SpendingPlan as introduced on June 22, 2020. The resolution mayinclude, eitherat
introduction or as proposed through amendments, the proposed spending details outlined
below. (Additional proposalsforthe allocation of funds and programmatic details may be
proposed through the course of the Committee’s deliberations.)
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Potential proposals forthis resolution could include, but are not limited to:

e Addingdetailsand clarifying language for investmentsin businesses, workforce
development, and business districts to include, for example, programs that retrain
workers who are transitioningto a new profession. The goal is to ensure new
opportunities will provide comparable or improved pay and benefits. (Sponsor:
Councilmember Mosqueda)

e Addingspecificgreenbuildingrequirements for proposed affordable housing
investments. (Sponsor: Councilmember Mosqueda)

e Allocating 10 percent of the payroll tax revenue to implement Seattle’s GND strategies.
(Sponsor: Councilmember Morales)

e Allocatinga specificportion of funds (about $50 million annually) toimplement GND
housingrelated strategies and about $50 million annually to support the construction or
acquisition of affordable rental housingin the Central District that serves households
withincomes at or below 80 percent of area median 3income. The proposed housing
investmentsinthe Central District will include affirmative marketingand community
preference requirements. (Sponsor: Councilmember Sawant)

e Addinglong-termrental assistance as an eligible investmentareabeginningin 2022
under the “Housing and Services” spending category. (Sponsor: CM Gonzdlez)

e Addingaffordable homeownershipasan eligible investmentareabeginningin 2022
under the “Housing and services”. (Sponsor: Councilmember Herbold)

¢ Modifyingthe proposed economic revitalization investments that beginin 2020 to (a)
include nonprofitorganizations, (b) prioritize investmentsin businesses and businessor
organizations from marginalized Seattle communities such as those led by Black,
Indigenous, and People of Color (BIPOC), and (c) prevent economicdisplacement.
(Sponsor: Councilmember Pedersen)

In additionto the changes described above, a table similarto what was included as Attachment
1to CB 119811 as introduced will be provided. This will reflectthe proposed allocation of funds
that can only be developed afterthe payroll tax proposal is adopted.

COVID ReliefBill (CB 119812)

CB 119812 authorizesspending $66.3 million fromthe City’s Emergency Fund and $19.5 million
from the Revenue Stabilization Fundin 2020. This fundingwould support programs and services
that addressthe economic impacts caused by the COVID-19 epidemic, including small
businesses, low-income and low-wage individuals and families, andimmigrant and refugee
communities. A discussionand potential vote are scheduled for July 15 to provide time for the
Committee to understand how this proposal fitsinto the broader 2020 budget rebalancing
proposal and the Mayor’s proposed investmentin COVID relief programs.
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To date, the following potential amendments have beenidentified. Additional amendment
options, or modifications to these potentialamendments, may be identified duringthe
Committee’sreview, discussions, and publicengagement.

Immediate Housing:

o

Strengthen the proviso language to ensure spendingin this category is not used for
congregate shelters. (Sponsor: Councilimember Mosqueda)

Allocate about one-third of the funding for shelter de-intensification for new tiny
home villages. (Sponsor: Councilmember Morales)

Immigrant and Refugee Support:

O

Increase the portion of the funding directed to the Office of Immigrant and Refugee
Affairs (OIRA) for expendituresincurred by the departmentto administer Seattle’s
low-income immigrantand refugee workers program from five percentto 11
percent. (Sponsor: Council President Gonzdlez)

Add language to prioritize those who experience structural or institutional barriers
to accessing support from government programs for this funding category, provide
in house language support (e.g., language access and translation services), and
require compliance with the City's requirements regarding making inquiriesinto
immigration status. (Sponsor: Council President Gonzdlez)

Small Business & Child Care Support:

o

Add language to prioritize support for those business owners with limited English
proficiency, including providingin house language support or fundingcommunity-
based organizations for outreach and technical assistance (e.g., language access,
translation services, outreach that is culturally responsive). (Sponsor: Council
President Gonzdlez)

Expand the eligibility criteriato allow small businesses with up to five full-time
equivalencies (FTEs) employees (ratherthan five employees) to qualify for
assistance. (Sponsor: Council President Gonzdlez)

Expand eligibility toinclude all child care providersthat adhere to labor laws and
have a commitment to labor harmony, and to include family, friends, and neighbor
providers. (Sponsor: Councilmember Mosqueda)

Authorize an additional $9 millionin spending fromthe Emergency and Revenue
Stabilization funds to provide additional support for small businesses. (Sponsor:
Councilmember Strauss)

Expand the eligibility criteriato allow small businesses withup to 15 FTEs (rather
than five employees) to qualify for assistance. (Sponsor: Councilmember Strauss)

Modify the eligibility criteriato specify that nonprofits that provide community
servicesare eligible, regardless of number of FTEs. (Sponsor: Councilmember
Strauss)
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o Allocate a portion of fundingto provide tax relief to small businesses. (Sponsor:
Councilmember Strauss)

Attachments:
1. Substitute version of CB 119811
2. Amendment1 to Proposed Substitute CB 119811
3. Amendment 2 to Proposed Substitute CB 119811

cc: Kirstan Arestad, Executive Director

108
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Attachment 1 - Substitute version of CB 119811
Aly Pennucci and Traci Ratzliff
LEG Jump Start Seattle Spending Plan ORD
BiaD2b

CITY OF SEATTLE

ORDINANCE

COUNCIL BILL

itle

AN ORDINANCE establishing a spending plan for proposed use of the proceeds generated from
the payroll expense tax authorized by the ordinance introduced as Council Bill 119810
establishing an oversight committee; and adding a new Section 3.35.100 to the Seattle
Municipal Code.

..body

WHEREAS, the City Council (“Council”) adopted the ordinance introduced as Council Bill

119810, authorizing the collection of a new payroll expense tax (“payroll tax™) to be

imposed beginning January 2021; and

WHEREAS, on November 2, 2015, the Mayor issued a Proclamation of Civil Emergency to

address the homelessness crisis in the City of Seattle; and

WHEREAS, on November 3, 2015, the City Council adopted Resolution 31630, ratifying and
confirming the Mayoral Proclamation of Civil Emergency; and

WHEREAS, the Civil Emergency to address the homelessness crisis is still in effect today; and

WHEREAS, on March 11, 2020, the World Health Organization announced that the novel
coronavirus (COVID-19) is officially a global pandemic; and

WHEREAS, on February 29, 2020 the Washington Governor issued Proclamation 20-05,
proclaiming a state of emergency for all counties throughout the state of Washington in

response to new cases of COVID-19; and

Template last revised December 2, 2019 1
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WHEREAS, on March 13, 2020 the President of the United States declared a national state of
emergency in response to the COVID-19 pandemic; and

WHEREAS, on March 25, 2020 the Washington Governor issued Proclamation 20-25,
prohibiting all people in Washington State from leaving their homes and all non-essential
businesses in Washington State from conducting business (“Stay Home — Stay Healthy
Proclamation”); and

WHEREAS, these actions are appropriate for public health reasons but result in severe economic
impacts on families and individuals in Seattle; and

WHEREAS, these impacts are felt most strongly by people with low incomes who have become
unemployed or had their work hours severely reduced; and

WHEREAS, the affordable housing crisis, homelessness emergency, and now the COVID-19
pandemic and related economic and unemployment emergencies, in Seattle are deeply
impacting the lives of people throughout Seattle and the region and disproportionately
harms people of color, immigrants, the LGBTQ community, indigenous peoples’
communities, disabled community members, and women, who already struggle against
entrenched inequality; and

WHEREAS, average rents in Seattle rose 69 percent between 2010 and 2018, far beyond the rate
of inflation and more than double the national average; and

WHEREAS, more than 4,280 students in Seattle Public Schools are homeless or have unstable
housing; and

WHEREAS, even before the COVID-19 emergency, thousands of Seattle renters faced eviction
threats every year, and in September 2018, the Seattle Women’s Commission and the
King County Bar Association jointly published Losing Home: The Human Cost of

Template last revised December 2, 2019 2
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Eviction in Seattle, finding that more than half of Seattle renters receiving eviction
notices in 2017 owed one month’s rent or less, and most tenants who are evicted become
homeless; and

WHEREAS, the Losing Home report found that evictions in Seattle fall disproportionately on
women and people of color, with people of color constituting about 35 percent of renters,
and nearly 52 percent of evictions involved people of color; and

WHEREAS, the October 2019 Report and Recommendations of the King County Regional
Affordable Housing Task Force found that 156,000 affordable homes were needed
immediately and another 88,000 affordable homes by 2040 to ensure that no low-income
or working households were cost burdened; and

WHEREAS, the 2019 point-in-time count of people experiencing homelessness in King County
estimates there are 11,199 individuals experiencing homelessness in the region; and

WHEREAS, the Third Door Coalition proposal advocates for the creation of 6,500 permanent
supportive housing units as a proven solution for meeting the housing and services needs
of those who are chronically homelessness; and

WHEREAS, the City recognizes the importance of using a “Housing First” approach in the
development of permanent housing for those experiencing homelessness that prioritizes
providing access to low or no barrier housing for such persons; and

WHEREAS, in addition to increasing investments to support programs that provide housing
security and that increase the supply of affordable housing, the Council is committed to
pursuing additional strategies, such as changes to development regulations and permit

review processes, to reduce the time and costs of building affordable housing; and
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WHEREAS, in October 2016, the Council adopted, with the Mayor concurring, Resolution
31712, endorsing community principles for green jobs, defining a green job as one that
preserves or enhances environmental health as well as the economic and social well-
being of people and communities, centers on communities most negatively impacted by
climate change, and pays a living wage while providing career pathways; and

WHEREAS, the City Council adopted Resolution 31895 establishing a Green New Deal for
Seattle; and

WHEREAS, Resolution 31895 envisioned the need to establish a dedicated revenue source in
order to implement Green New Deal strategies, including creating more permanently
affordable housing, located near transit hubs, green space, and neighborhood amenities to
reduce dependence on private vehicles and strengthening green building standards for
new construction to minimize emissions while maximizing energy efficiency; and

WHEREAS, the Council is committed to advancing strategies to improve job quality for the
local work force, including investing in labor-management trainings and partnering with
other entities committed to implementing and adopting innovative workforce strategies;
and

WHEREAS, the new tax will generate significant funds that will increase the construction and
preservation of new permanently affordable housing units for low-income households to
address the housing affordability and homelessness crisis, will contribute to reducing
Seattle’s climate pollution, and will in the process support living-wage jobs, and in doing
so will help the City make the necessary changes to shift Seattle’s economy to be more

equitable and ecologically sustainable; and
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WHEREAS, the City is committed to eliminating racial inequities through implementation of the
Race and Social Justice Initiative; and

WHEREAS, Resolution 31577, adopted in May 2015, affirmed that The City of Seattle’s core
value of racial and social equity is one of the foundations on which the Comprehensive
Plan is built, and defined “equitable development” as public and private investments,
programs, and policies in neighborhoods to meet the needs of marginalized people and
reduce disparities; and

WHEREAS, Ordinance 125173, passed in October 2016, amended the Seattle Comprehensive
Plan to increase its emphasis on race and social equity, and affirm the conclusions of the
Seattle 2035 Equity Analysis that was part of the City’s overall analysis of the Plan; and

WHEREAS, Resolution 31711, adopted in September 2016, identified the Equitable
Development Initiative as a key component of implementing Ordinance 125173 and
approved the Equitable Development Implementation Plan and the Equitable
Development Financial Investment Strategy to advance the public purposes of
community stability, cohesion, and affordability; and

WHEREAS, the City’s Equitable Development Initiative supports community driven projects
that promote economic opportunities for marginalized populations and enhance
community cultural anchors, affordable housing development, health services, child care
services, and other community services that support the needs of diverse populations in
areas at risk of displacement; and

WHEREAS, the Equitable Development Initiative receives annual funding of $5 million from
the short-term rental tax, but this funding is insufficient to support the number of current
projects in development and additional future projects; and
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WHEREAS, on March 18, 2019, the City Council adopted Resolution 31870, committing to
taking future actions to mitigate displacement impacts on marginalized communities,
including communities of color and low-income communities, particularly in
neighborhoods identified as at high risk of displacement by the Growth and Equity
Analysis. One action called for was to identify a permanent and consistent source of
funding for the Equitable Development Initiative, beyond the $5 million per year
expected to be generated through the short-term rental tax, with a long-term goal of $20
million annually; and

WHEREAS, the new payroll tax will generate significant funds to address identified inequities
and to respond to the economic and public health impacts caused by the COVID-19
pandemic that are anticipated to persist beyond 2020; NOW, THEREFORE,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. Findings. The City Council finds that:

A. On March 3, 2020, the Mayor proclaimed that a civil emergency exists in the City of
Seattle related to the COVID-19 virus.

B. On March 11, 2020, the Governor of Washington State and the Local Health Officer
for Public Health — Seattle & King County issued parallel orders prohibiting gatherings of 250
people or more for social, spiritual and recreational activities in King County.

C. On March 13, 2020, the Governor of Washington state issued an emergency order
announcing all K-12 schools in Washington to be closed from March 17, 2020 through June 19,
2020 to combat the spread of the disease.

D. On March 13, 2020, the President of the United States declared a national emergency
to allow the government to marshal additional resources to combat the virus.

Template last revised December 2, 2019 6
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E. On March 23, 2020, the Governor of Washington State issued an emergency order
(“the Stay Home, Stay Safe” order) announcing that “[a]ll people in Washington State shall
immediately cease leaving their home or place of residence except: (1) to conduct or participate
in essential activities, and/or (2) for employment in essential business services.”

F. As of June 11, 2020, the Washington State Department of Health confirmed 25,171
cases of COVID-19 and 1,204 deaths caused by the virus in Washington State, with 8,611
confirmed cases and 586 deaths caused by the virus in King County.

G. The COVID-19 crisis has had a significant impact on the local economy impacting the
retail, restaurant, construction, gig economy, and other industries resulting in layoffs and reduced
work hours for a significant percentage of this workforce and loss of income for small
businesses. These impacts are being felt most strongly by low income workers, people of color,
immigrants, and members of the LGBTQIA community, who have become unemployed or had
their work hours severely reduced and will have both immediate and long-term impacts.

H. There are at least 38,000 businesses in the City of Seattle employing a minimum of
655,000 individuals. Since the Governor of Washington closed or limited operations of many
businesses in the state beginning in March, the statewide unemployment rate went from 5.1
percent in March to 15.4 percent in April. This equates to 199,000 individuals in March, and
610,000 individuals in April who are unemployed. In the Seattle/ Bellevue/Everett area, the
unemployment rate went from 5.6 percent in March to 14.5 percent in April. This equates to
96,000 individuals in March and 248,000 individuals in April who are unemployed. Rising
unemployment will put more and more Seattle households, particularly low-income households,

in financial peril.
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I. Providing financial assistance to small business owners and operators is necessary to
prevent small businesses from having to close permanently due to the hardship associated with
government-mandated full or partial closure of their businesses, or requirements to implement
new businesses practices and physical modifications to the business to meet public health
guidance, during and after the COVID-19 crisis. Such assistance shall provide economic benefits
to the public by saving or creating jobs, moderating impacts to local tax revenue by supporting
continue operations of small businesses and ensuring that businesses can modify operations as
necessary to comply with public health guidance.

J. Federal and state assistance is inaccessible to many people with low-incomes, to many
small businesses, and is being delayed for many others, and will not be sufficient to meet their
basic needs during the COVID-19 public health and financial crisis. In addition, federal
assistance provided to small businesses may not allow flexibility in terms of non-payroll costs
that can be covered, timeline for expending funds, etc. Therefore, additional and immediate
financial support to small businesses and people with low-incomes is necessary to help meet
their basic needs and to help minimize impacts to public health as well as the local economy.

K. The economic impacts from the COVID-19 emergency are drastic and immediate but
are also expected to last much longer than the civil shut-down emergency itself.

L. Data from the 2012-2016 American Community Survey (ACS) shows that: over
60,000 households in Seattle with incomes at or below 80 percent of AMI are cost burdened,
paying more than 30 percent of their income for rent and utilities; and 29,000 households with
incomes at or below 50 percent of area AMI are severely cost burdened, paying over 50 percent

of their income for rent and utilities, and, as a result, are at potential risk of homelessness.

Template last revised December 2, 2019 8

Page 13 of 28

116



10

11

12

13

14

15

16

17

18

19

20

21

22

Attachment 1 - Substitute version of CB 119811
Aly Pennucci and Traci Ratzliff
LEG Jump Start Seattle Spending Plan ORD
BiaD2b

M. The COVID-19 emergency poses a serious threat to the housing stability of
households who are unable to pay rent due during the crisis and is expected to impact the ability
for people to be securely housed beyond 2020.

N. Spending on equitable development investments, including the community-identified
and City-approved projects included in the Equitable Development Financial Investment
Strategy, achieves a clear public purpose in advancing the City’s core value of racial and social
equity through fostering the development and improvement of physical and social assets serving
communities, economic development, education, and workforce training programs, and other
public benefits.

O. The spending plan is being tailored to address both the shorter (2021) and longer-term
(2022 and beyond) basic human health and public health needs created by the multiple and
overlapping crises, which include the long-running affordable housing and homelessness crisis,
food insecurity, and loss of childcare and small businesses through the community, which has
now been greatly exacerbated and complicated by the COVID-19 pandemic and related
economic and unemployment crises.

P. Investments in the programs and services described in this ordinance will help
counteract the economic and health impacts caused by the COVID-19 crisis by investing in low-
income communities, small businesses, and other services that will continue to be needed in
2021 and beyond by people who saw significant reductions in income due to employment
changes and business closures or reductions stemming from the crisis.

Q. The City’s Adopted 2020 Budget fully appropriates all available municipal revenues

to address the many and varied needs of the community.
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R. At an April 22 presentation to the Select Budget Committee, the City Budget Director
stated that a “Rapid Recovery” in City General Fund finances from the COVID 19 civil
emergency would result in a $100 million or 7 percent reduction in General Fund revenues
available for City spending priorities in 2020, and further stated that a “Slow Recovery” scenario
would result in a $186 million or 13 percent reduction in General Fund revenues and about $113
million reduction in other general government revenues in 2020, for a total reduction of about
$300 million in 2020.

S. The City will impose a new payroll tax through Council Bill 119810 that is expected to
provide new and sufficient revenues to allow the City, in 2021, to replenish emergency funds
used in 2020 to make public assistance available to households most impacted by the COVID-19
civil emergency and to provide resources to maintain services and provide longer terms solutions
to address the inequities exacerbated by the COVID-19 crisis.

Section 2. Proceeds from the new payroll tax imposed by the ordinance introduced as
Council Bill 119810 may only be used as described in subsections 2.A and 2.B of this ordinance
and-summarized-in-Attachment-1-to-this-ordinance. The programs funded in this spending plan
may be used to provide assistance to low income people who live or work in Seattle. The

Council intends to adopt by resolution or through adoption of the annual budget, spending details

by vear and program area to provide: (1) specific allocations of funds for each program area

based on the anticipated annual revenue from the payroll tax authorized by the ordinance

introduced as Council Bill 119810; and (2) programmatic details such as incomes levels served

by proposed housing investments. The spending plan may be amended from time to time by the

City Council by ordinance.
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A. In 2021, the-first $86-mittien-may-be-used-to replenish the City’s Emergency Fund and

Revenue Stabilization Fund balance that was reduced in 2020 to fund programs that address the
economic impacts caused by COVID-19. Any remaining proceeds from the payroll tax are
intended to be used as follows:

1. Up-te-five percentmay-be-used-tTo administer the payroll tax authorized by the

ordinance introduced as Council Bill 119810 and to administer the investments described in

subsections 2.A.2 and 2.A.3 of this ordinance.-H-less-thanfive-percent-efremaining-funds-is

2. Seventy-five percent-may-be-used-tTo (1) provide continuity of services and

programs administered or supported by the City prior to the COVID-19 crises that, absent the
support from the payroll tax revenue, would see a reduction in funding; and (2) funding to
support increased costs and the expansion of services and programs administered or funded by
the City that support low-income communities, immigrant and refugee communities, people
experiencing homelessness or housing insecurity, people experiencing food insecurity, and to
fund other City programs and services that address the needs of low-income households and
small businesses. It is the Council’s intent that funding is prioritized for investments in services
and programs that service lower-income neighborhoods.

3. Fwenty-percent-may-be-used-tTo continue-some-fundingforextend funding for

the-programs and services that received funding in 2020 as described in the ordinance introduced

as Council Bill 119812.
B. In all subsequent years, the proceeds from the payroll tax will be allocated as

described in the resolution intended by this section or through adoption of the annual budget and
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further described in an implementation plan adopted by the City Council biennially, with the first
plan adopted in 2021 for spending in years 2022 and 2023. The intent is to alocate-funding-as

follows use the proceeds from the payroll tax authorized by the ordinance introduced as Council

Bill 119810 as follows:

1. Up-to-five percentof-the proceeds-may-be-used-teTo administer the payroll tax

authorized by the ordinance introduced as Council Bill 119810 and to administer the investments

described in subsections 2.B.2 through 2.B.4-5 of this ordinance—H-less-than-five-percent-of

2. Housing and services. Sixty-five-percent-of the proceeds-may-be-usedtTo

support (1) capital costs associated with the construction or acquisition of reatal-housing for low-
income households, including but not limited to people with disabilities, the elderly, low-wage
working people, homeless individuals and families, and families with children; (2) operating and
services costs of rental housing serving households at or below 30 percent of area median
income (AMI); and-(3) associated infrastructure to support the ongoing operations costs for the

housing, such as maintenance, retrofitting, and energy efficient upgrades to support the housing;

and (4) rental assistance programs. Ofthe-proceedsproposed-for-housing-and-services-the
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It is the Council’s intent that new construction of housing projects funded with
this tax will be built consistent with the City’s Housing Funding Policies as adopted by
Ordinance 119531, or as may be amended. These include, but are not limited to:

a. Requirements and goals that advance labor equity outcomes, such as:
the payment of prevailing wages, apprenticeship utilization, and employment of Women and
Minority Owned Businesses. Imposing additional requirements including, but not limited to:
preferred entry to apprenticeship programs, requirements for pre-apprenticeship, mentoring or
other training programs, and utilization of workers from economically distressed areas, will be
considered for new construction housing projects based on the results of the evaluation of the 2"
and Mercer housing pilot project, expected in mid-2021. The implementation plan that will be
adopted by the City Council in 2021 will guide spending for 2022 and 2023, and may impose
further labor equity-related requirements for new construction projects and recommend any
needed amendments to the City’s Housing Funding Policies to impose such requirements.

b. Prioritize projects that advance equitable development goals and
address displacement, including those proposed or supported by local, community-based, non-
profit organizations that are culturally relevant and historically rooted, particularly when the
project site is in an area that is at high risk for displacement.

c. Utilize well-located publicly owned properties to achieve cost savings
for affordable housing development through reduced or no-cost land transfers, favorable
purchase terms, and efficient funding and disposition processes.

3. Fenpercent-of theproceeds-may-be-used-tTo support the Equitable
Development Initiative (EDI). Funding may be used to support community-initiated equitable
development projects that advance economic mobility and opportunity, prevent residential,
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commercial, and cultural displacement, build on local cultural assets, promote transportation
mobility and connectivity, develop healthy and safe neighborhoods, and enable equitable access

to all neighborhoods.

4. Fwenty-percent-of the-proceeds-may-be-used-tTo support local businesses and

tourism to spur the local economic recovery, and to provide economic stability for the city’s

workforce.
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5. For investments that advance Seattle’s Green New Deal as described in

Resolution 31895. Investments should be prioritized in communities historically most harmed by

economic, racial, and environmental injustice.

Section 3. On or before June 30, 2021, the Executive is requested to submit an
Implementation Plan for the payroll tax spending for years 2022 and beyond to the City Council
that includes:

A. Specific spending proposal for years 2022 and beyond,;

B. Proposed outcomes for each funded program or service;

C. How the programs or services will be implemented (i.e., responsible department,
funding processes, etc.);

D. Proposed policies for implementing funded programs or servicess;

E. Recommended modifications to the City’s Housing Funding policies imposing new
labor equity outcomes for new construction housing projects, if appropriate; and

F. Proposal for the detailed roles and responsibilities for the Oversight Committee
described in Section 5 of this ordinance.

The Executive, with the support of the Seattle Office for Civil Rights, will conduct racial
equity analysis on the proposed implementation plan prior to submittal to the City Council. The
completion of this analysis should not delay submittal of the Implementation Plan by June 30,
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2021. The Executive is expected to work cooperatively with the City Council in the development
of this implementation plan to ensure it is consistent with the proposed spending plan.

Section 4. A new Section 3.35.100 is added to the Seattle Municipal Code as follows:
3.35.100 Payroll Tax Oversight Committee

A. There is established an Oversight Committee for the purpose of providing oversight on
the services and programs supported by the payroll tax and the impacts of this tax on the number
of jobs and businesses in the City, and other data that directly relates to measuring the impact of
this tax on the City’s economy. The Oversight Committee shall provide an annual report that
provides this information to the Mayor and the City Council. The Oversight Committee shall
consult with the Coalition of City Unions, Small Business Advisory Council, Housing Levy
Oversight Committee, the Green New Deal Oversight Board and other oversight bodies that
monitor programs and services similar to those supported by the payroll tax. The Committee may
elect officers and establish rules of procedure, including what shall constitute a quorum. The
Director of Neighborhoods or such other department head as may be designated by the Mayor
shall provide the Committee such information as is necessary for the Committee to determine the
status of individual programs and projects.

B. The Oversight Committee shall consist of nine voting members, appointed to positions
number 1 through 9.

1. Position 1 shall be a City employee appointed by the Mayor or designee;
position 2 shall be a City employee appointed by the City Council; positions 3 through 9 shall be
persons outside City government. Positions 3, 5, and 7 shall be appointed by the Mayor.
Positions 4, 6, 8 and 9 shall be appointed by the City Council.

2. Positions 3 and 4 shall represent labor.
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3. Positions 5 and 6 shall represent business.

4. Positions 7 and 8 shall represent community organizations that reflect the
diversity of the City.

5. Position 9 shall represent communities that will benefit from the proposed
spending.

6. The appointing authority may remove any member who is absent from two or
more consecutive meetings without cause.

C. No more than three committee members appointed by the Mayor and no more than
two committee members appointed by the City Council shall be an officer, director, board
member, trustee, partner, or employee of an entity that receives or competes for funding under
this ordinance; or be a member of the immediate family of, or an individual residing with, an
officer, director, board member, trustee, partner, or employee of an entity that receives or
competes for funding under this ordinance; or be a person seeking or having an arrangement
concerning future employment with an entity that receives or competes for funding under this
ordinance. For the purposes of this Section 3.35.100, an individual’s “immediate family” means
the individual’s spouse, domestic partner, child, child of a spouse or domestic partner, sibling-in-
law, parent, parent of a spouse or domestic partner, a person for whom the individual acts as a
guardian, or a person claimed as a dependent on the individual’s most recent federal income tax
return. Subject to the preceding sentence and applicable law, an individual serving as an officer,
director, board member, trustee, partner, or employee of an entity that receives or competes for
funding under this ordinance, or who has an interest in such an entity, shall not thereby be
disqualified from serving on the Committee, but shall fully disclose any such relationships and
shall not vote on any matter in which the interest of such entity is directly involved.
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D. Upon the resignation, retirement, death, incapacity, or removal of a member, the
authority appointing such member may appoint a replacement for the balance of the term.

E. The initial terms of positions 1, 3, 5, 7, and 9 shall be two years; the initial terms of
positions 2, 4, 6, and 8 shall be three years; all subsequent terms shall be three years. Any
vacancy in an unexpired term shall be filled in the same manner as the original appointment. A
member whose term is ending may continue on an interim basis as a member with voting rights
until such time as a replacement for that position has been appointed by the City Council or
confirmed by the City Council.

F. Members shall serve without pay, except that members may request compensation of
$50 per hour served if participating on the committee presents a financial hardship. Upon such
request, the Director of Neighborhoods is authorized to expend funds in the Department of
Neighborhood’s budget for this purpose. No money may be expended for services rendered prior
to a request being filed with the Director.

Section 5. Severability. The provisions of this ordinance are declared to be separate and
severable. The invalidity of any clause, sentence, paragraph, subdivision, section, or portion of
this ordinance, or the invalidity of its application to any person or circumstance, does not affect
the validity of the remainder of this ordinance or the validity of its application to other persons or

circumstances.
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Section 6. This ordinance shall take effect and be in force 30 days after its approval by
the Mayor, but if not approved and returned by the Mayor within ten days after presentation, it
shall take effect as provided by Seattle Municipal Code Section 1.04.020.

Passed by a 3/4 vote of all the members of the City Council the day of

, 2020, and signed by me in open session in authentication of its

passage this day of , 2020.

President of the City Council

Approved by me this day of , 2020.

Jenny A. Durkan, Mayor

Filed by me this day of , 2020.

Monica Martinez Simmons, City Clerk

(Seal)
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Amendment 1 To Council Bill 119811
Select Budget Committee
Sponsor: Councilmember Pedersen

Amendatory language shown in track changes track-changes

Amend subsection 2.B, page 11 (lines 22-23) and page 12 (lines 1-3) as follows:

* ¥ ¥

B. In all subsequent years, the proceeds from the payroll tax will be allocated as
described in an implementation plan adopted by the City Council biennially, with the first plan
adopted in 2021 for spending in years 2022 and 2023. The intent is to allocate funding as
follows:

1. To administer and evaluate the effectiveness of the payroll tax authorized by

the ordinance introduced as Council Bill 119810,-and-to administer the investments described in

subsections 2.B.2 through 2.B.5 of this ordinance, and to evaluate the effectiveness of at least

those investments described in subsection 2.B.4 of this ordinance.

Amend Section 3, page 15, lines 1 and 4 as follows:

Section 3. On or before June 30, 2021, the Executive is requested to submit an
Implementation Plan for the payroll tax spending for years 2022 and beyond to the City Council
that includes:

A. Specific spending proposal for years 2022 and beyond,;

B. Proposed outcomes for each funded program or service and the tracking and

evaluation framework to measure actual results as compared to the proposed outcomes and to

implement improvements as needed:;

C. How the programs or services will be implemented (i.e., responsible department,

funding processes, etc.);
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D. Proposed policies for implementing and evaluating the effectiveness of funded

programs or services,

E. Recommended modifications to the City’s Housing Funding policies imposing new
labor equity outcomes for new construction housing projects, if appropriate; and

F. Proposal for the detailed roles and responsibilities for the Oversight Committee

described in Section 5 of this ordinance.

Effect: This amendment would:

e Add language to subsection 2.B.1 to include the cost of evaluating the effectiveness of the proposed

investments as an authorized use of funds allocated for administration; and

e Add language to Section 3 to ensure the implementation plan includes an evaluation framework to

measure the results of the programs and services funded by the payroll tax revenue.
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Amendment 2 To Council Bill 119811
Select Budget Committee

Sponsor: Councilmember Pedersen

Amendatory language shown in track changes track-changes

Amend Section 4, page 16 (lines 19-20) and page 18 (line 2), as follows:

* % %k

Section 4. A new Section 3.35.100 is added to the Seattle Municipal Code as follows:

3.35.100 Payroll Tax Oversight Committee

* % %k

C. No more than three-one committee members appointed by the Mayor and no more
than taweone committee members appointed by the City Council shall be an officer, director,
board member, trustee, partner, or employee of an entity that receives or competes for funding
under this ordinance; or be a member of the immediate family of, or an individual residing with,
an officer, director, board member, trustee, partner, or employee of an entity that receives or
competes for funding under this ordinance; or be a person seeking or having an arrangement
concerning future employment with an entity that receives or competes for funding under this
ordinance. For the purposes of this Section 3.35.100, an individual’s “immediate family” means
the individual’s spouse, domestic partner, child, child of a spouse or domestic partner, sibling-in-
law, parent, parent of a spouse or domestic partner, a person for whom the individual acts as a
guardian, or a person claimed as a dependent on the individual’s most recent federal income tax
return. Subject to the preceding sentence and applicable law, an individual serving as an officer,
director, board member, trustee, partner, or employee of an entity that receives or competes for

funding under this ordinance, or who has an interest in such an entity, shall not thereby be
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disqualified from serving on the Committee, but shall fully disclose any such relationships and
shall not vote on any matter in which the interest of such entity is directly involved.

D. Upon the resignation, retirement, death, incapacity, or removal of a member, the
authority appointing such member may appoint a replacement for the balance of the term.

E. The initial terms of positions 1, 3, 5, 7, and 9 shall be two years; the initial terms of
positions 2, 4, 6, and 8 shall be three years; all subsequent terms shall be three years. Any
vacancy in an unexpired term shall be filled in the same manner as the original appointment. A
member whose term is ending may continue on an interim basis as a member with voting rights
until such time as a replacement for that position has been appointed by the City Council or
confirmed by the City Council.

F. Members shall serve without pay, except that members may request compensation of
$50 per hour served if participating on the committee presents a financial hardship. Upon such

request, the Director of Neighborhoods is authorized to expend funds in the Department of

Neighborhood’s budget for this purpose. No money may be expended for services rendered prior

to a request being filed with and approved by the Director

* k% *

Effect: This amendment would:

1. Reduce the number of members of the proposed Payroll Tax Oversight Committee that can be an
officer, director, board member, trustee, partner, or employee of any entity that receives or
competes for funding from five members (55.5%) to two members (22.2%). This is a similar,
proportionally, to the number of members on the Families, Education, Preschool, and Promise Levy
(FEPP) Oversight Committee that are associated with an entity that receives or competes for FEPP
funding (29.4%); and

2. Clarify that compensation to committee members can be provided if participating on the committee
presents a financial hardship. However, such compensation must be approved by the Director of
Neighborhoods prior to payment.
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CITY OF SEATTLE

ORDINANCE

COUNCIL BILL

itle

AN ORDINANCE establishing a spending plan for proposed use of the proceeds generated from
the payroll expense tax authorized by the ordinance introduced as Council Bill 119810
establishing an oversight committee; and adding a new Section 3.35.100 to the Seattle
Municipal Code.

..body

WHEREAS, the City Council (“Council”) adopted the ordinance introduced as Council Bill

119810, authorizing the collection of a new payroll expense tax (“payroll tax™) to be

imposed beginning January 2021; and

WHEREAS, on November 2, 2015, the Mayor issued a Proclamation of Civil Emergency to

address the homelessness crisis in the City of Seattle; and

WHEREAS, on November 3, 2015, the City Council adopted Resolution 31630, ratifying and
confirming the Mayoral Proclamation of Civil Emergency; and

WHEREAS, the Civil Emergency to address the homelessness crisis is still in effect today; and

WHEREAS, on March 11, 2020, the World Health Organization announced that the novel
coronavirus (COVID-19) is officially a global pandemic; and

WHEREAS, on February 29, 2020 the Washington Governor issued Proclamation 20-05,
proclaiming a state of emergency for all counties throughout the state of Washington in

response to new cases of COVID-19; and
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WHEREAS, on March 13, 2020 the President of the United States declared a national state of
emergency in response to the COVID-19 pandemic; and

WHEREAS, on March 25, 2020 the Washington Governor issued Proclamation 20-25,
prohibiting all people in Washington State from leaving their homes and all non-essential
businesses in Washington State from conducting business (“Stay Home — Stay Healthy
Proclamation”); and

WHEREAS, these actions are appropriate for public health reasons but result in severe economic
impacts on families and individuals in Seattle; and

WHEREAS, these impacts are felt most strongly by people with low incomes who have become
unemployed or had their work hours severely reduced; and

WHEREAS, the affordable housing crisis, homelessness emergency, and now the COVID-19
pandemic and related economic and unemployment emergencies, in Seattle are deeply
impacting the lives of people throughout Seattle and the region and disproportionately
harms people of color, immigrants, the LGBTQ community, indigenous peoples’
communities, disabled community members, and women, who already struggle against
entrenched inequality; and

WHEREAS, average rents in Seattle rose 69 percent between 2010 and 2018, far beyond the rate
of inflation and more than double the national average; and

WHEREAS, more than 4,280 students in Seattle Public Schools are homeless or have unstable
housing; and

WHEREAS, even before the COVID-19 emergency, thousands of Seattle renters faced eviction
threats every year, and in September 2018, the Seattle Women’s Commission and the

King County Bar Association jointly published Losing Home: The Human Cost of
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Eviction in Seattle, finding that more than half of Seattle renters receiving eviction
notices in 2017 owed one month’s rent or less, and most tenants who are evicted become
homeless; and

WHEREAS, the Losing Home report found that evictions in Seattle fall disproportionately on
women and people of color, with people of color constituting about 35 percent of renters,
and nearly 52 percent of evictions involved people of color; and

WHEREAS, the October 2019 Report and Recommendations of the King County Regional
Affordable Housing Task Force found that 156,000 affordable homes were needed
immediately and another 88,000 affordable homes by 2040 to ensure that no low-income
or working households were cost burdened; and

WHEREAS, the 2019 point-in-time count of people experiencing homelessness in King County
estimates there are 11,199 individuals experiencing homelessness in the region; and

WHEREAS, the Third Door Coalition proposal advocates for the creation of 6,500 permanent
supportive housing units as a proven solution for meeting the housing and services needs
of those who are chronically homelessness; and

WHEREAS, the City recognizes the importance of using a “Housing First” approach in the
development of permanent housing for those experiencing homelessness that prioritizes
providing access to low or no barrier housing for such persons; and

WHEREAS, in addition to increasing investments to support programs that provide housing
security and that increase the supply of affordable housing, the Council is committed to
pursuing additional strategies, such as changes to development regulations and permit

review processes, to reduce the time and costs of building affordable housing; and
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WHEREAS, in October 2016, the Council adopted, with the Mayor concurring, Resolution
31712, endorsing community principles for green jobs, defining a green job as one that
preserves or enhances environmental health as well as the economic and social well-
being of people and communities, centers on communities most negatively impacted by
climate change, and pays a living wage while providing career pathways; and

WHEREAS, the City Council adopted Resolution 31895 establishing a Green New Deal for
Seattle; and

WHEREAS, Resolution 31895 envisioned the need to establish a dedicated revenue source in
order to implement Green New Deal strategies, including creating more permanently
affordable housing, located near transit hubs, green space, and neighborhood amenities to
reduce dependence on private vehicles and strengthening green building standards for
new construction to minimize emissions while maximizing energy efficiency; and

WHEREAS, the Council is committed to advancing strategies to improve job quality for the
local work force, including investing in labor-management trainings and partnering with
other entities committed to implementing and adopting innovative workforce strategies;
and

WHEREAS, the new tax will generate significant funds that will increase the construction and
preservation of new permanently affordable housing units for low-income households to
address the housing affordability and homelessness crisis, will contribute to reducing
Seattle’s climate pollution, and will in the process support living-wage jobs, and in doing
so will help the City make the necessary changes to shift Seattle’s economy to be more

equitable and ecologically sustainable; and
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WHEREAS, the City is committed to eliminating racial inequities through implementation of the
Race and Social Justice Initiative; and

WHEREAS, Resolution 31577, adopted in May 2015, affirmed that The City of Seattle’s core
value of racial and social equity is one of the foundations on which the Comprehensive
Plan is built, and defined “equitable development” as public and private investments,
programs, and policies in neighborhoods to meet the needs of marginalized people and
reduce disparities; and

WHEREAS, Ordinance 125173, passed in October 2016, amended the Seattle Comprehensive
Plan to increase its emphasis on race and social equity, and affirm the conclusions of the
Seattle 2035 Equity Analysis that was part of the City’s overall analysis of the Plan; and

WHEREAS, Resolution 31711, adopted in September 2016, identified the Equitable
Development Initiative as a key component of implementing Ordinance 125173 and
approved the Equitable Development Implementation Plan and the Equitable
Development Financial Investment Strategy to advance the public purposes of
community stability, cohesion, and affordability; and

WHEREAS, the City’s Equitable Development Initiative supports community driven projects
that promote economic opportunities for marginalized populations and enhance
community cultural anchors, affordable housing development, health services, child care
services, and other community services that support the needs of diverse populations in
areas at risk of displacement; and

WHEREAS, the Equitable Development Initiative receives annual funding of $5 million from
the short-term rental tax, but this funding is insufficient to support the number of current

projects in development and additional future projects; and
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WHEREAS, on March 18, 2019, the City Council adopted Resolution 31870, committing to
taking future actions to mitigate displacement impacts on marginalized communities,
including communities of color and low-income communities, particularly in
neighborhoods identified as at high risk of displacement by the Growth and Equity
Analysis. One action called for was to identify a permanent and consistent source of
funding for the Equitable Development Initiative, beyond the $5 million per year
expected to be generated through the short-term rental tax, with a long-term goal of $20
million annually; and

WHEREAS, the new payroll tax will generate significant funds to address identified inequities
and to respond to the economic and public health impacts caused by the COVID-19
pandemic that are anticipated to persist beyond 2020; NOW, THEREFORE,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. Findings. The City Council finds that:

A. On March 3, 2020, the Mayor proclaimed that a civil emergency exists in the City of
Seattle related to the COVID-19 virus.

B. On March 11, 2020, the Governor of Washington State and the Local Health Officer
for Public Health — Seattle & King County issued parallel orders prohibiting gatherings of 250
people or more for social, spiritual and recreational activities in King County.

C. On March 13, 2020, the Governor of Washington state issued an emergency order
announcing all K-12 schools in Washington to be closed from March 17, 2020 through June 19,
2020 to combat the spread of the disease.

D. On March 13, 2020, the President of the United States declared a national emergency

to allow the government to marshal additional resources to combat the virus.
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E. On March 23, 2020, the Governor of Washington State issued an emergency order
(“the Stay Home, Stay Safe” order) announcing that “[a]ll people in Washington State shall
immediately cease leaving their home or place of residence except: (1) to conduct or participate
in essential activities, and/or (2) for employment in essential business services.”

F. As of June 11, 2020, the Washington State Department of Health confirmed 25,171
cases of COVID-19 and 1,204 deaths caused by the virus in Washington State, with 8,611
confirmed cases and 586 deaths caused by the virus in King County.

G. The COVID-19 crisis has had a significant impact on the local economy impacting the
retail, restaurant, construction, gig economy, and other industries resulting in layoffs and reduced
work hours for a significant percentage of this workforce and loss of income for small
businesses. These impacts are being felt most strongly by low income workers, people of color,
immigrants, and members of the LGBTQIA community, who have become unemployed or had
their work hours severely reduced and will have both immediate and long-term impacts.

H. There are at least 38,000 businesses in the City of Seattle employing a minimum of
655,000 individuals. Since the Governor of Washington closed or limited operations of many
businesses in the state beginning in March, the statewide unemployment rate went from 5.1
percent in March to 15.4 percent in April. This equates to 199,000 individuals in March, and
610,000 individuals in April who are unemployed. In the Seattle/ Bellevue/Everett area, the
unemployment rate went from 5.6 percent in March to 14.5 percent in April. This equates to
96,000 individuals in March and 248,000 individuals in April who are unemployed. Rising
unemployment will put more and more Seattle households, particularly low-income households,

in financial peril.
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I. Providing financial assistance to small business owners and operators is necessary to
prevent small businesses from having to close permanently due to the hardship associated with
government-mandated full or partial closure of their businesses, or requirements to implement
new businesses practices and physical modifications to the business to meet public health
guidance, during and after the COVID-19 crisis. Such assistance shall provide economic benefits
to the public by saving or creating jobs, moderating impacts to local tax revenue by supporting
continue operations of small businesses and ensuring that businesses can modify operations as
necessary to comply with public health guidance.

J. Federal and state assistance is inaccessible to many people with low-incomes, to many
small businesses, and is being delayed for many others, and will not be sufficient to meet their
basic needs during the COVID-19 public health and financial crisis. In addition, federal
assistance provided to small businesses may not allow flexibility in terms of non-payroll costs
that can be covered, timeline for expending funds, etc. Therefore, additional and immediate
financial support to small businesses and people with low-incomes is necessary to help meet
their basic needs and to help minimize impacts to public health as well as the local economy.

K. The economic impacts from the COVID-19 emergency are drastic and immediate but
are also expected to last much longer than the civil shut-down emergency itself.

L. Data from the 2012-2016 American Community Survey (ACS) shows that: over
60,000 households in Seattle with incomes at or below 80 percent of AMI are cost burdened,
paying more than 30 percent of their income for rent and utilities; and 29,000 households with
incomes at or below 50 percent of area AMI are severely cost burdened, paying over 50 percent

of their income for rent and utilities, and, as a result, are at potential risk of homelessness.
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M. The COVID-19 emergency poses a serious threat to the housing stability of
households who are unable to pay rent due during the crisis and is expected to impact the ability
for people to be securely housed beyond 2020.

N. Spending on equitable development investments, including the community-identified
and City-approved projects included in the Equitable Development Financial Investment
Strategy, achieves a clear public purpose in advancing the City’s core value of racial and social
equity through fostering the development and improvement of physical and social assets serving
communities, economic development, education, and workforce training programs, and other
public benefits.

O. The spending plan is being tailored to address both the shorter (2021) and longer-term
(2022 and beyond) basic human health and public health needs created by the multiple and
overlapping crises, which include the long-running affordable housing and homelessness crisis,
food insecurity, and loss of childcare and small businesses through the community, which has
now been greatly exacerbated and complicated by the COVID-19 pandemic and related
economic and unemployment crises.

P. Investments in the programs and services described in this ordinance will help
counteract the economic and health impacts caused by the COVID-19 crisis by investing in low-
income communities, small businesses, and other services that will continue to be needed in
2021 and beyond by people who saw significant reductions in income due to employment
changes and business closures or reductions stemming from the crisis.

Q. The City’s Adopted 2020 Budget fully appropriates all available municipal revenues

to address the many and varied needs of the community.
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R. At an April 22 presentation to the Select Budget Committee, the City Budget Director
stated that a “Rapid Recovery” in City General Fund finances from the COVID 19 civil
emergency would result in a $100 million or 7 percent reduction in General Fund revenues
available for City spending priorities in 2020, and further stated that a “Slow Recovery” scenario
would result in a $186 million or 13 percent reduction in General Fund revenues and about $113
million reduction in other general government revenues in 2020, for a total reduction of about
$300 million in 2020.

S. The City will impose a new payroll tax through Council Bill 119810 that is expected to
provide new and sufficient revenues to allow the City, in 2021, to replenish emergency funds
used in 2020 to make public assistance available to households most impacted by the COVID-19
civil emergency and to provide resources to maintain services and provide longer terms solutions
to address the inequities exacerbated by the COVID-19 crisis.

Section 2. Proceeds from the new payroll tax imposed by the ordinance introduced as
Council Bill 119810 may only be used as described in subsections 2.A and 2.B of this ordinance
and-summarized-in-Attachment-1-to-this-ordinance. The programs funded in this spending plan
may be used to provide assistance to low income people who live or work in Seattle. The

Council intends to adopt by resolution or through adoption of the annual budget, spending details

by vear and program area to provide: (1) specific allocations of funds for each program area

based on the anticipated annual revenue from the payroll tax authorized by the ordinance

introduced as Council Bill 119810; and (2) programmatic details such as incomes levels served

by proposed housing investments. The spending plan may be amended from time to time by the

City Council by ordinance.
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A. In 2021, the-first $86-mittien-may-be-used-to replenish the City’s Emergency Fund and

Revenue Stabilization Fund balance that was reduced in 2020 to fund programs that address the
economic impacts caused by COVID-19. Any remaining proceeds from the payroll tax are
intended to be used as follows:

1. Up-te-five percentmay-be-used-tTo administer the payroll tax authorized by the

ordinance introduced as Council Bill 119810 and to administer the investments described in

subsections 2.A.2 and 2.A.3 of this ordinance.-H-less-thanfive-percent-efremaining-funds-is

2. Seventy-five percent-may-be-used-tTo (1) provide continuity of services and

programs administered or supported by the City prior to the COVID-19 crises that, absent the
support from the payroll tax revenue, would see a reduction in funding; and (2) funding to
support increased costs and the expansion of services and programs administered or funded by
the City that support low-income communities, immigrant and refugee communities, people
experiencing homelessness or housing insecurity, people experiencing food insecurity, and to
fund other City programs and services that address the needs of low-income households and
small businesses. It is the Council’s intent that funding is prioritized for investments in services
and programs that service lower-income neighborhoods.

3. Fwenty-percent-may-be-used-tTo continue-some-fundingforextend funding for

the-programs and services that received funding in 2020 as described in the ordinance introduced

as Council Bill 119812.
B. In all subsequent years, the proceeds from the payroll tax will be allocated as

described in the resolution intended by this section or through adoption of the annual budget and
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further described in an implementation plan adopted by the City Council biennially, with the first
plan adopted in 2021 for spending in years 2022 and 2023. The intent is to alocate-funding-as

follows use the proceeds from the payroll tax authorized by the ordinance introduced as Council

Bill 119810 as follows:

1. Up-to-five percentof-the proceeds-may-be-used-teTo administer the payroll tax

authorized by the ordinance introduced as Council Bill 119810 and to administer the investments

described in subsections 2.B.2 through 2.B.4-5 of this ordinance—H-less-than-five-percent-of

2. Housing and services. Sixty-five-percent-of the proceeds-may-be-usedtTo

support (1) capital costs associated with the construction or acquisition of reatal-housing for low-
income households, including but not limited to people with disabilities, the elderly, low-wage
working people, homeless individuals and families, and families with children; (2) operating and
services costs of rental housing serving households at or below 30 percent of area median
income (AMI); and-(3) associated infrastructure to support the ongoing operations costs for the

housing, such as maintenance, retrofitting, and energy efficient upgrades to support the housing;

and (4) rental assistance programs. Ofthe-proceedsproposed-for-housing-and-services-the
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It is the Council’s intent that new construction of housing projects funded with
this tax will be built consistent with the City’s Housing Funding Policies as adopted by
Ordinance 119531, or as may be amended. These include, but are not limited to:

a. Requirements and goals that advance labor equity outcomes, such as:
the payment of prevailing wages, apprenticeship utilization, and employment of Women and
Minority Owned Businesses. Imposing additional requirements including, but not limited to:
preferred entry to apprenticeship programs, requirements for pre-apprenticeship, mentoring or
other training programs, and utilization of workers from economically distressed areas, will be
considered for new construction housing projects based on the results of the evaluation of the 2"
and Mercer housing pilot project, expected in mid-2021. The implementation plan that will be
adopted by the City Council in 2021 will guide spending for 2022 and 2023, and may impose
further labor equity-related requirements for new construction projects and recommend any
needed amendments to the City’s Housing Funding Policies to impose such requirements.

b. Prioritize projects that advance equitable development goals and
address displacement, including those proposed or supported by local, community-based, non-
profit organizations that are culturally relevant and historically rooted, particularly when the
project site is in an area that is at high risk for displacement.

c. Utilize well-located publicly owned properties to achieve cost savings
for affordable housing development through reduced or no-cost land transfers, favorable
purchase terms, and efficient funding and disposition processes.

3. Fenpercent-of theproceeds-may-be-used-tTo support the Equitable
Development Initiative (EDI). Funding may be used to support community-initiated equitable

development projects that advance economic mobility and opportunity, prevent residential,
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commercial, and cultural displacement, build on local cultural assets, promote transportation
mobility and connectivity, develop healthy and safe neighborhoods, and enable equitable access

to all neighborhoods.

4. Fwenty-percent-of the-proceeds-may-be-used-tTo support local businesses and

tourism to spur the local economic recovery, and to provide economic stability for the city’s

workforce.
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5. For investments that advance Seattle’s Green New Deal as described in

Resolution 31895. Investments should be prioritized in communities historically most harmed by

economic, racial, and environmental injustice.

Section 3. On or before June 30, 2021, the Executive is requested to submit an
Implementation Plan for the payroll tax spending for years 2022 and beyond to the City Council
that includes:

A. Specific spending proposal for years 2022 and beyond,;

B. Proposed outcomes for each funded program or service;

C. How the programs or services will be implemented (i.e., responsible department,
funding processes, etc.);

D. Proposed policies for implementing funded programs or servicess;

E. Recommended modifications to the City’s Housing Funding policies imposing new
labor equity outcomes for new construction housing projects, if appropriate; and

F. Proposal for the detailed roles and responsibilities for the Oversight Committee
described in Section 5 of this ordinance.

The Executive, with the support of the Seattle Office for Civil Rights, will conduct racial
equity analysis on the proposed implementation plan prior to submittal to the City Council. The

completion of this analysis should not delay submittal of the Implementation Plan by June 30,
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2021. The Executive is expected to work cooperatively with the City Council in the development
of this implementation plan to ensure it is consistent with the proposed spending plan.

Section 4. A new Section 3.35.100 is added to the Seattle Municipal Code as follows:
3.35.100 Payroll Tax Oversight Committee

A. There is established an Oversight Committee for the purpose of providing oversight on
the services and programs supported by the payroll tax and the impacts of this tax on the number
of jobs and businesses in the City, and other data that directly relates to measuring the impact of
this tax on the City’s economy. The Oversight Committee shall provide an annual report that
provides this information to the Mayor and the City Council. The Oversight Committee shall
consult with the Coalition of City Unions, Small Business Advisory Council, Housing Levy
Oversight Committee, the Green New Deal Oversight Board and other oversight bodies that
monitor programs and services similar to those supported by the payroll tax. The Committee may
elect officers and establish rules of procedure, including what shall constitute a quorum. The
Director of Neighborhoods or such other department head as may be designated by the Mayor
shall provide the Committee such information as is necessary for the Committee to determine the
status of individual programs and projects.

B. The Oversight Committee shall consist of nine voting members, appointed to positions
number 1 through 9.

1. Position 1 shall be a City employee appointed by the Mayor or designee;
position 2 shall be a City employee appointed by the City Council; positions 3 through 9 shall be
persons outside City government. Positions 3, 5, and 7 shall be appointed by the Mayor.
Positions 4, 6, 8 and 9 shall be appointed by the City Council.

2. Positions 3 and 4 shall represent labor.
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3. Positions 5 and 6 shall represent business.

4. Positions 7 and 8 shall represent community organizations that reflect the
diversity of the City.

5. Position 9 shall represent communities that will benefit from the proposed
spending.

6. The appointing authority may remove any member who is absent from two or
more consecutive meetings without cause.

C. No more than three committee members appointed by the Mayor and no more than
two committee members appointed by the City Council shall be an officer, director, board
member, trustee, partner, or employee of an entity that receives or competes for funding under
this ordinance; or be a member of the immediate family of, or an individual residing with, an
officer, director, board member, trustee, partner, or employee of an entity that receives or
competes for funding under this ordinance; or be a person seeking or having an arrangement
concerning future employment with an entity that receives or competes for funding under this
ordinance. For the purposes of this Section 3.35.100, an individual’s “immediate family” means
the individual’s spouse, domestic partner, child, child of a spouse or domestic partner, sibling-in-
law, parent, parent of a spouse or domestic partner, a person for whom the individual acts as a
guardian, or a person claimed as a dependent on the individual’s most recent federal income tax
return. Subject to the preceding sentence and applicable law, an individual serving as an officer,
director, board member, trustee, partner, or employee of an entity that receives or competes for
funding under this ordinance, or who has an interest in such an entity, shall not thereby be
disqualified from serving on the Committee, but shall fully disclose any such relationships and

shall not vote on any matter in which the interest of such entity is directly involved.
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D. Upon the resignation, retirement, death, incapacity, or removal of a member, the
authority appointing such member may appoint a replacement for the balance of the term.

E. The initial terms of positions 1, 3, 5, 7, and 9 shall be two years; the initial terms of
positions 2, 4, 6, and 8 shall be three years; all subsequent terms shall be three years. Any
vacancy in an unexpired term shall be filled in the same manner as the original appointment. A
member whose term is ending may continue on an interim basis as a member with voting rights
until such time as a replacement for that position has been appointed by the City Council or
confirmed by the City Council.

F. Members shall serve without pay, except that members may request compensation of
$50 per hour served if participating on the committee presents a financial hardship. Upon such
request, the Director of Neighborhoods is authorized to expend funds in the Department of
Neighborhood’s budget for this purpose. No money may be expended for services rendered prior
to a request being filed with the Director.

Section 5. Severability. The provisions of this ordinance are declared to be separate and
severable. The invalidity of any clause, sentence, paragraph, subdivision, section, or portion of
this ordinance, or the invalidity of its application to any person or circumstance, does not affect
the validity of the remainder of this ordinance or the validity of its application to other persons or

circumstances.
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Section 6. This ordinance shall take effect and be in force 30 days after its approval by
the Mayor, but if not approved and returned by the Mayor within ten days after presentation, it
shall take effect as provided by Seattle Municipal Code Section 1.04.020.

Passed by a 3/4 vote of all the members of the City Council the day of

, 2020, and signed by me in open session in authentication of its

passage this day of , 2020.

President of the City Council

Approved by me this day of , 2020.

Jenny A. Durkan, Mayor

Filed by me this day of , 2020.

Monica Martinez Simmons, City Clerk

(Seal)
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Amendment 1 To Council Bill 119811
Select Budget Committee

Sponsor: Councilmember Pedersen

Amendatory language shown in track changes track-changes

Amend subsection 2.B, page 11 (lines 22-23) and page 12 (lines 1-3) as follows:

* ¥ ¥

B. In all subsequent years, the proceeds from the payroll tax will be allocated as
described in an implementation plan adopted by the City Council biennially, with the first plan
adopted in 2021 for spending in years 2022 and 2023. The intent is to allocate funding as
follows:

1. To administer and evaluate the effectiveness of the payroll tax authorized by

the ordinance introduced as Council Bill 119810,-and-to administer the investments described in

subsections 2.B.2 through 2.B.5 of this ordinance, and to evaluate the effectiveness of at least

those investments described in subsection 2.B.4 of this ordinance.

Amend Section 3, page 15, lines 1 and 4 as follows:

Section 3. On or before June 30, 2021, the Executive is requested to submit an
Implementation Plan for the payroll tax spending for years 2022 and beyond to the City Council
that includes:

A. Specific spending proposal for years 2022 and beyond,;

B. Proposed outcomes for each funded program or service and the tracking and

evaluation framework to measure actual results as compared to the proposed outcomes and to

implement improvements as needed:;

C. How the programs or services will be implemented (i.e., responsible department,

funding processes, etc.);
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D. Proposed policies for implementing and evaluating the effectiveness of funded

programs or services,

E. Recommended modifications to the City’s Housing Funding policies imposing new
labor equity outcomes for new construction housing projects, if appropriate; and

F. Proposal for the detailed roles and responsibilities for the Oversight Committee

described in Section 5 of this ordinance.

Effect: This amendment would:

e Add language to subsection 2.B.1 to include the cost of evaluating the effectiveness of the proposed
investments as an authorized use of funds allocated for administration; and

e Add language to Section 3 to ensure the implementation plan includes an evaluation framework to
measure the results of the programs and services funded by the payroll tax revenue.
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Amendment 2 To Council Bill 119811

Select Budget Committee

Sponsor: Councilmember Pedersen

Amendatory language shown in track changes track-changes

Amend Section 4, page 16 (lines 19-20) and page 18 (line 2), as follows:

* % %k

Section 4. A new Section 3.35.100 is added to the Seattle Municipal Code as follows:

3.35.100 Payroll Tax Oversight Committee

* % %k

C. No more than three-one committee members appointed by the Mayor and no more
than taweone committee members appointed by the City Council shall be an officer, director,
board member, trustee, partner, or employee of an entity that receives or competes for funding
under this ordinance; or be a member of the immediate family of, or an individual residing with,
an officer, director, board member, trustee, partner, or employee of an entity that receives or
competes for funding under this ordinance; or be a person seeking or having an arrangement
concerning future employment with an entity that receives or competes for funding under this
ordinance. For the purposes of this Section 3.35.100, an individual’s “immediate family” means
the individual’s spouse, domestic partner, child, child of a spouse or domestic partner, sibling-in-
law, parent, parent of a spouse or domestic partner, a person for whom the individual acts as a
guardian, or a person claimed as a dependent on the individual’s most recent federal income tax
return. Subject to the preceding sentence and applicable law, an individual serving as an officer,
director, board member, trustee, partner, or employee of an entity that receives or competes for

funding under this ordinance, or who has an interest in such an entity, shall not thereby be
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disqualified from serving on the Committee, but shall fully disclose any such relationships and
shall not vote on any matter in which the interest of such entity is directly involved.

D. Upon the resignation, retirement, death, incapacity, or removal of a member, the
authority appointing such member may appoint a replacement for the balance of the term.

E. The initial terms of positions 1, 3, 5, 7, and 9 shall be two years; the initial terms of
positions 2, 4, 6, and 8 shall be three years; all subsequent terms shall be three years. Any
vacancy in an unexpired term shall be filled in the same manner as the original appointment. A
member whose term is ending may continue on an interim basis as a member with voting rights
until such time as a replacement for that position has been appointed by the City Council or
confirmed by the City Council.

F. Members shall serve without pay, except that members may request compensation of
$50 per hour served if participating on the committee presents a financial hardship. Upon such

request, the Director of Neighborhoods is authorized to expend funds in the Department of

Neighborhood’s budget for this purpose. No money may be expended for services rendered prior

to a request being filed with and approved by the Director

* k% *

Effect: This amendment would:

1. Reduce the number of members of the proposed Payroll Tax Oversight Committee that can be an
officer, director, board member, trustee, partner, or employee of any entity that receives or
competes for funding from five members (55.5%) to two members (22.2%). This is a similar,
proportionally, to the number of members on the Families, Education, Preschool, and Promise Levy
(FEPP) Oversight Committee that are associated with an entity that receives or competes for FEPP
funding (29.4%); and

2. Clarify that compensation to committee members can be provided if participating on the committee
presents a financial hardship. However, such compensation must be approved by the Director of
Neighborhoods prior to payment.
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CITY OF SEATTLE

ORDINANCE

COUNCIL BILL

AN ORDINANCE amending Ordinance 126000, which adopted the 2020 Budget; making appropriations from
the Emergency Fund for public assistance during the COVID-19 civil emergency; making an
appropriation from the General Fund for public assistance during the civil emergency; and making
appropriations from the Revenue Stabilization Fund for public assistance during the civil emergency; all
by a 3/4 vote of the City Council.

WHEREAS, on March 11, 2020, the World Health Organization announced that the novel coronavirus (COVID
-19) is officially a global pandemic; and

WHEREAS, on February 29, 2020 the Washington Governor issued Proclamation 20-05, proclaiming a state of
emergency for all counties throughout the state of Washington in response to new cases of COVID-19,
and

WHEREAS, on March 13, 2020 the President of the United States declared a national state of emergency in
response to the COVID-19 pandemic; and

WHEREAS, on March 25, 2020 the Washington Governor issued Proclamation 20-25, prohibiting all people in
Washington State from leaving their homes and all non-essential businesses in Washington State from
conducting business (“Stay Home - Stay Healthy Proclamation™); and

WHEREAS, these actions are appropriate for public health reasons but result in severe economic impacts on
businesses, families and individuals in Seattle; and

WHEREAS, these impacts are felt most strongly by people with low incomes who have become unemployed or

had their work hours severely reduced; and

WHEREAS, federal and state assistance to people with low incomes will not be sufficient to meet their basic
155
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needs during this public health and financial crisis; and

WHEREAS, without additional support, many people with low incomes will face severe financial hardship
which will have significant negative impacts, including but not limited to public health impacts, greater
housing insecurity, as well as impacts to small businesses and the local economy; and

WHEREAS, the City will use general fund balance and emergency funds in 2020 to support programs and
services that support immigrant communities, small businesses, and the housing needs of low-income
households, and people experiencing homelessness or housing insecurity in 2020, to be repaid with
proceeds from the new tax collected in 2021; and

WHEREAS, regarding use of the proceeds of these appropriations for emergency financial assistance in
response to the COVID-19 civil emergency, the City Council has determined that there is no viable
alternative available for advancing a core City objective during a time of civil emergency; and

WHEREAS, after accounting for 2020 deposits the currently available Emergency Fund balance is $66.9
million and the currently available Revenue Stabilization Account balance is $60.8 million; and

WHEREAS, the City Budget Director reported on April 22, 2020 that the General Fund had an unanticipated
year-end balance of $18.6 million; and

WHEREAS, the affordable housing crisis, homelessness emergency, and now the COVID-19 pandemic and
related economic and unemployment emergencies, in Seattle are deeply impacting the lives of people
throughout Seattle and the region and disproportionately harms people of color, immigrants, the
LGBTQIA community, indigenous peoples’ communities, disabled community members, and women,
who already struggle against entrenched inequality; NOW, THEREFORE,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:
Section 1. Findings. The City Council finds that:
A. On March 3, 2020, the Mayor proclaimed that a civil emergency exists in the City of Seattle related

h ID-19 virus.
to the COV 9 virus 156
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B. On March 11, 2020, the Governor of Washington State and the Local Health Officer for Public
Health - Seattle & King County issued parallel orders prohibiting gatherings of 250 people or more for social,
spiritual and recreational activities in King County.

C. On March 13, 2020, the Governor of Washington state issued an emergency order announcing all K-
12 schools in Washington to be closed from March 17, 2020 through June 19, 2020 to combat the spread of the
disease.

D. On March 13, 2020, the President of the United States declared a national emergency to allow the
government to marshal additional resources to combat the virus.

E. On March 23, 2020, the Governor of Washington State issued an emergency order (“the Stay Home,
Stay Safe” order) announcing that “[a]ll people in Washington State shall immediately cease leaving their home
or place of residence except: (1) to conduct or participate in essential activities, and/or (2) for employment in
essential business services.”

F. As of June 11, 2020, the Washington State Department of Health confirmed 25,171 cases of COVID-
19 and 1,204 deaths caused by the virus in Washington State, with 8,611 confirmed cases and 586 deaths
caused by the virus in King County.

G. The COVID-19 crisis has had a significant impact on the local economy impacting the retail,
restaurant, construction, gig economy, and other industries resulting in layoffs and reduced work hours for a
significant percentage of this workforce and loss of income for small businesses. These impacts are being felt
most strongly by low income workers, people of color, immigrants, and members of the LGBTQIA community,
who have become unemployed or had their work hours severely reduced and will have both immediate and
long-term impacts.

H. There are at least 38,000 businesses in the City of Seattle employing a minimum of 655,000
individuals. Since the Governor of Washington closed or limited operations of many businesses in the state

beginning in March, the statewide unemployment rate went from 5.1 percent in March to 15.4 percent in April. 157
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This equates to 199,000 individuals in March, and 610,000 individuals in April who are unemployed. In the
Seattle/Bellevue/Everett area, the unemployment rate went from 5.6 percent in March to 14.5 percent in April.
This equates to 96,000 individuals in March and 248,000 individuals in April who are unemployed. Rising
unemployment will put more and more Seattle households, particularly low-income households, in financial
peril.

I. The impacts of the COVID-19 crisis on the economy, employment, job retention, child care, and
businesses has resulted in: restaurants, bars, and other businesses being forced to close; workers being unable to
go to work because of illness; the need to care for children home from day care or school or for other family
members without paid sick or safe time; and reduced business income due to reduced demand as businesses
struggle during the state of emergency proclaimed by Mayor Durkan on March 3, 2020. These impacts have led
to a temporary closure of many businesses, which will struggle to reopen.

J. The impacts of the forced closure of businesses will be felt most by small businesses and nonprofits,
which typically have smaller profit margins, smaller cash reserves, and less access to capital than larger for-
profit businesses.

K. Providing financial assistance to small business owners and operators, including owners of family
child care businesses, is necessary to prevent small businesses from having to close permanently due to the
hardship associated with government-mandated full or partial closure of their businesses, or requirements to
implement new businesses practices and physical modifications to the business to meet public health guidance,
during and after the COVID-19 crisis. Such assistance shall provide economic benefits to the public by saving
or creating jobs, maintaining access to child care so workers who have children at home can return to work,
moderating impacts to local tax revenue by supporting continued operations of small businesses, and ensuring
that businesses can modify operations as necessary to comply with public health guidance.

L. Federal and state assistance is inaccessible to many people with low-incomes, to many small

businesses, and is being delayed for many others, and will not be sufficient to meet their basic needs during the 158
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COVID-19 public health and financial crisis. In addition, federal assistance provided to small businesses,
including child care providers, may not allow flexibility in terms of non-payroll costs that can be covered,
timeline for expending funds, etc. Therefore, additional and immediate financial support to small businesses
and people with low-incomes is necessary to help meet their basic needs and to help minimize impacts to public
health as well as the local economy.

M. On March 12, 2020, the Governor issued Proclamation 20-08 closing schools in King, Snohomish,
and Pierce Counties. The next day, he issued Proclamation 20-09 expanding the closing of schools to require
the statewide closure of K-12 public and private schools until April 24, 2020 and then extended such orders
again until June 19,2020.

N. On June 11, 2020, the Governor issued Proclamation 20.09.2 allowing a phased re-opening of
schools subject to the requirements of the Washington State Department of Health’s K-12 Schools - Summer
2020 Guidance and the Re-opening K-12 Fall 2020-2021 Guidance.

O. The science of COVID-19 will evolve over the summer and into the school year, and the trajectory of
disease in Washington State and Seattle specifically may require changes to the public health response and adds
uncertainty to when the re-opening of schools full-time will occur.

P. The closure of schools increased the need for childcare for first responders, healthcare workers, and
other essential front-line employees as they combat the COVID-19 emergency, and as other non-essential
businesses are beginning to re-open workers who are required to return to work before schools re-open full time
will add to increased need for childcare for all workers.

Q. The economic impacts from the COVID-19 emergency are drastic and immediate but are also
expected to last much longer than the civil shut-down emergency itself.

R. Data from the 2012-2016 American Community Survey (ACS) shows that: over 60,000 households
in Seattle with incomes at or below 80 percent of AMI are cost burdened, paying more than 30 percent of their

income for rent and utilities; and 29,000 households with incomes at or below 50 percent of area AMI are 159
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severely cost burdened, paying over 50 percent of their income for rent and utilities, and, as a result, are at
potential risk of homelessness.

S. The 2019 point-in-time count of people experiencing homelessness in King County found in Seattle
at least 3,558 individuals who are living unsheltered in addition to at least 4,239 more individuals who are
experiencing homelessness but are sheltered, for a total of at least 7,797 individuals who are experiencing
homelessness in Seattle.

T. The Centers for Disease Control and Prevention recommend against removing encampments while
there is community spread of COVID-19 unless there is adequate housing available, defined as individual
housing and non-congregate shelter options.

U. There may be circumstances in which moving people is necessary, even in a pandemic, but in those
limited cases such activity should be planned and implemented with great care and appropriate individual
housing or temporary alternative workable living arrangements made available.

V. The COVID-19 emergency poses a serious threat to the housing stability of households who are
unable to pay rent due to this crisis. The United Way of King County, with funding provided by the City and
other partners, expanded their Home Base program to provide emergency rental assistance to households in
King County during the COVID-19 emergency. Over 2,500 applications have been submitted by low-income
households in Seattle in need of rental assistance.

W. Investments in the programs and services described in this ordinance will help counteract the
economic and health impacts caused by the COVID-19 crisis by investing in low-income communities, small
businesses, and other services that will be needed by people who saw significant reductions in income due to
employment changes and business closures or reductions stemming from the crisis.

X. The City’s Adopted 2020 Budget fully appropriates all available municipal revenues to address the
many and varied needs of the community.

Y. At an April 22 presentation to the Select Budget Committee, the City Budget Director stated that a 160

SEATTLE CITY COUNCIL Page 6 of 12 Printed on 6/30/2020

powered by Legistar™


http://www.legistar.com/

File #: CB 119812, Version: 1

“Rapid Recovery” in City General Fund finances from the COVID 19 civil emergency would result in a $100
million or 7 percent reduction in General Fund revenues available for City spending priorities in 2020, and
further stated that a “Slow Recovery” scenario would result in a $186 million or 13 percent reduction in
General Fund revenues and about $113 million reduction in other general government revenues in 2020, for a
total reduction of about $300 million in 2020. Additional information provided by the City Budget office
anticipates the budget gap expected in 2020 due to increased spending addressing COVID-19 related needs and
reduced General Fund resources.

Z. A new payroll tax authorized through Council Bill 119810 is anticipated to provide new and
sufficient revenues to replenish the Emergency Fund and Revenue Stabilization Fund in 2021.

Section 2. In order to pay for expenses and obligations to address the economic impacts caused by the
COVID-19 epidemic that could not have been anticipated at the time of making the 2020 Budget,

appropriations for the following items in the 2020 Budget are increased from the funds shown, as follows:

161

Item Department Fund Budget Summary Amount
Level/BCL Code
2.1 Executive (Office of  [Emergency Fund[Business Services (BO- | $14,448,000
Economic (10102) ED-X1D00)
Development)
2.2 Department of Revenue Early Learning (BO-EE-| $3,612,000
Education and Early  [Stabilization 1L.100)
Learning Fund (00166)
2.3 Human Services Emergency Fund|Addressing $32,643,800
Department (10102) Homelessness (BO-HS-
H3000)
2.4 Executive (Office of |Emergency Fund|[Homeownership & $1,082,000
Housing) (10102) Sustainability (BO-HU-
2000)
2.5 Executive (Office of |Revenue Multifamily Housing $2,347,800
Housing) Stabilization (BO-HU-3000)
Fund (00166)
2.6 Executive (Office of  [Emergency Fund|Office of Immigrant and | $18,100,000
Immigrant and Refugee|(10102) Refugee Affairs (BO-IA
Affairs) -X1NO00)
SEATTLE CITY COUNCIL Page 7 of 12 Printed on 6/30/2020

powered by Legistar™


http://www.legistar.com/

File #: CB 119812, Version: 1

2.7 Executive (Office of |Revenue Office of Sustainability |$13,545,000
Sustainability & Stabilization and Environment (BO-
Environment) Fund (00166)  |SE-X1000)

Total $85,778,600

Section 3. The City Council (“Council”) intends to replenish the Emergency Fund and Revenue

Stabilization Fund as described in the ordinance introduced as Council Bill 119811 in 2021 using proceeds

received from the tax authorized in Council Bill 119810.

Section 4. The appropriations in Section 2 of this ordinance, amending the 2020 Adopted Budget, shall

be subject to the following provisos:

1. Of the funding appropriated to the Office of Economic Development’s Business Services (BO-ED-
X1D00) Budget Summary Level in the 2020 Adopted Budget, $14.45 million of the funds shall be
used to address the economic hardship small business owners and their employees experience due to
loss of business income, layoffs and reduced work hours for a significant percentage of this
workforce as a result of the COVID-19 crisis and may be used for no other purpose. Up to five
percent of these funds may be used for expenditures incurred by the department or the community
based nonprofit organizations (CBOs) to administer the investments. The Council intends that this
funding will be allocated as follows:

A.

$14.1 million to provide financial assistance to small business owners or operators that
would be used to reduce the economic hardship caused by COVID-19 crisis and assist small
businesses to comply with public health guidelines, thereby protecting the local economy by
reducing the number of businesses that are permanently closed and jobs permanently lost
due to the short- and long-term economic impacts caused by COVID-19.

$315,000 to provide training, referral services, and technical assistance to support
businesses, including assistance in preparing applications for federal or state loans or grants
that provide direct financial assistance to small businesses to prepare such businesses for the
road to recovery.

The Council further intends that:

a. Up to $10,000 in financial assistance may be provided to any single eligible small
business owner under this proviso.

b. Assistance should be prioritized for businesses who commit to not reducing wages and
benefits provided prior to the COVID-19 emergency, and for business who have
historically, or recently, been unable to access other forms of assistance through state or
federal programs available to support businesses, including businesses owned by Black,
Indigenous, and people of color, and businesses in the creative industry. Any awards to
those in the creative industry should be made in partnership with advocates in the
creative industry sphere.

c. For purposes of this proviso, “small business” is defined as a business with five or fewer 1g2
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employees.

d. The Executive should develop eligibility criteria for small businesses who have been
economically impacted by the COVID-19 crisis and for whom such assistance will
provide economic benefits to the public by saving or creating jobs, moderating impacts
to local tax revenue by supporting continue operations of small businesses and ensuring
that businesses can modify operations as necessary to comply with public health
guidance.

2. Of the funding appropriated to the Department of Education and Early Learning’s Early Learning
(BO-EE-IL100) Budget Summary Level in the 2020 Adopted Budget, $3.61 million of the funds
shall be used to address the economic hardship family child care providers and their employees
experience due to loss of income, layoffs and reduced work hours for a significant percentage of this
workforce as a result of the COVID-19 crisis and may be used for no other purpose. Up to five
percent of these funds may be used for expenditures incurred by the department or the community
based nonprofit organizations (CBOs) to administer the investments. The Council intends that:

A. Up to $10,000 in financial assistance may be provided to any single eligible family child
care provider under this proviso.

B. Assistance should be prioritized for child care providers who commit to not reducing
wages and benefits provided prior to the COVID-19 emergency, and for providers who have
historically, or recently, been unable to access other forms of assistance through state or
federal programs available to support businesses.

C. For purposes of this ordinance, family child care is generally defined as licensed child
care for mixed-age children and youth (0-12 years) provided by individuals operating in
residential homes.

D. The Executive should develop eligibility criteria for family child care providers who
have been economically impacted by the COVID-19 crisis and for whom such assistance
will provide economic benefits to the public by saving or creating jobs, providing essential
child care services as people return to work, and ensuring that family child care providers
can modify operations as necessary to comply with public health guidance.

3. Of the funding appropriated to the Human Services Department’s Addressing Homelessness (BO-HS-
H3000) Budget Summary Level in the 2020 Adopted Budget, $32.64 million of the funds shall be
used to address housing insecurity by funding housing programs and services that support low-
income households and people experiencing homelessness and may be used for no other purpose. Up
to five percent of these funds may be used for expenditures incurred by the department or the CBOs
to administer the investments. The Council intends that the City will partner with CBOs that have a
history of trust and success in reaching low-income communities and people experiencing
homelessness, including experience reaching those who are traditionally marginalized or typically
face barriers to enrolling in assistance programs, such as, but not limited to, language barriers, and
other historically marginalized communities, to distribute the funds as follows:

A. $19.5 million for existing homelessness prevention programs and rental assistance
programs such as the United Way of King County’s Home Base program; and

B. $10.8 million for shelter de-intensification activities and housing or shelter options for
unsheltered homeless individuals in non-congregate settings, including costs for new tiny 163
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homes, acquiring or leasing hotels or motels or other buildings, or extending leases on such
facilities; and

C. $2.35 million to support the ongoing service and operation costs of shelter providers.
Eligible service and operating costs can include, but are not limited to: personal protective
equipment, overtime or premium pay for staff, food service, or cleaning supplies.

4. Of the funding appropriated to the Office of Housing’s Homeownership & Sustainability (BO-HU-
2000) Budget Summary Level in the 2020 Adopted Budget, $1.1 million of the funds shall be used
for mortgage counseling and foreclosure prevention programs, including costs for housing
counselors, legal aid, service coordination, and direct financial assistance. The Council intends that
the City will partner with CBOs that have a history of trust and success in reaching low-income
communities, including experience reaching those who are traditionally marginalized or typically
face barriers to enrolling in assistance programs, such as, but not limited to, language barriers, and
other historically marginalized communities. Up to five percent of these funds may be used for
expenditures incurred by the department or the CBOs to administer the investments.

5. Of the funding appropriated to the Office of Housing’s Multifamily Housing (BO-HU-3000) Budget
Summary Level in the 2020 Adopted Budget, $2.35 million of the funds shall be used for programs
that support the ongoing service and operation costs of nonprofit affordable housing providers.
Eligible service and operating costs can include, but are not limited to: personal protective
equipment, overtime or premium pay for staff, food service, or cleaning supplies. Up to five percent
of these funds may be used for expenditures incurred by the department or the CBOs to administer
the investments.

6. Of the funding appropriated to the Office of Immigrant and Refugee Affairs’ Office of Immigrant and
Refugee Affairs (BO-IA-X1N00) Budget Summary Level in the 2020 Adopted Budget, $17.05
million shall be for direct financial assistance to Seattle’s low-income immigrant and refugee workers
and households who have experienced the economic impacts caused by the COVID-19 crisis and
may be used for no other purpose and $1.05 million shall be for programs and services that provide
language access support for low-income people who need help accessing and understanding federal,
state and local assistance programs and may be spent for no other purpose. Up to five percent of
these funds may be used for expenditures incurred by the department or the community based
nonprofit organizations (CBOs) to administer the investments. The Council intends the following:

A. Prior to the expenditure of any funds for direct financial assistance, the Executive will
partner with CBOs who have a history of trust and success in reaching immigrant and
refugee communities to provide such assistance, such as the organizations who worked with
the City to distribute emergency grocery vouchers.

B. Assistance should include direct cash assistance, including pre-paid debit or credit cards,
or other services to assist with basic living expenses. The maximum amount of financial
assistance provided per individual or household will not exceed $1,000.

C. CBOs will determine the eligibility, including criteria to confirm income eligibility,
prioritizing those who are ineligible for other federal or state emergency assistance, or are
receiving such assistance in a limited or delayed manner that does not meet their needs, or
those who have had or whose families have had adverse health impacts from COVID.
Requests for documentation of eligibility should not impose an unnecessary burden on those
applying for assistance and should not unnecessarily delay the approval and distribution

Process. 164
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7. Of the funding appropriated to the Office of Sustainability and Environment’s Office of Sustainability
and Environment (BO-SE-X1000) Budget Summary Level in the 2020 Adopted Budget, $13.6
million shall be used to continue and expand the Emergency Grocery Voucher program to allow more
people participating in existing City programs to be served by this program and may be used for no
other purpose. Existing City programs include, but are not limited to: Fresh Bucks, Utility Discount
Program, Early Childhood Education and Assistance Program, Child Care Assistance Program, and
the portion of the Seattle Preschool Program and the Pathway to Seattle Preschool Program that
provide services to households that qualify for free tuition. Up to five percent of these funds may be
used for expenditures incurred by the department or the CBOs to administer the investments.

The Council intends that vouchers will be made available for use at grocery stores participating in the
existing Emergency Grocery Voucher program and expanded to include other community grocers and
farmers markets. The Council intends that the Executive will work with CBOs that currently enroll
people in the Fresh Bucks program to expand the use of vouchers by identifying culturally
appropriate neighborhood grocers to participate in the voucher program.
Section 5. Severability. The provisions of this ordinance are declared to be separate and severable. The
invalidity of any clause, sentence, paragraph, subdivision, section, or portion of this ordinance, or the invalidity

of its application to any person or circumstance, does not affect the validity of the remainder of this ordinance

or the validity of its application to other persons or circumstances.

Section 6. This ordinance shall take effect and be in force 30 days after its approval by the Mayor, but if
not approved and returned by the Mayor within ten days after presentation, it shall take effect as provided by
Seattle Municipal Code Section 1.04.020.

Passed by a 3/4 vote of all the members of the City Council the day of

, 2020, and signed by me in open session in authentication of its passage this

day of , 2020.
President of the City Council
165
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Approved by me this day of , 2020.

Jenny A. Durkan, Mayor

Filed by me this day of , 2020.

Monica Martinez Simmons, City Clerk

(Seal)
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SUMMARY and FISCAL NOTE*
Department: Dept. Contact/Phone: CBO Contact/Phone:
| Legislative | Aly Pennucci/Traci Ratzliff |

* Note that the Summary and Fiscal Note describes the version of the bill or resolution as introduced; final legislation including

amendments may not be fully described.

| 1. BILL SUMMARY

Legislation Title: AN ORDINANCE amending Ordinance 126000, which adopted the 2020
Budget; making appropriations from the Emergency Fund for public assistance during the
COVID-19 civil emergency; making an appropriation from the General Fund for public

assistance during the civil emergency; and making appropriations from the Revenue Stabilization

Fund for public assistance during the civil emergency; all by a 3/4 vote of the City Council.

Summary and background of the Legislation: This legislation appropriates $86 million in
2020 funding - $66.3 million from the Emergency Fund and $19.5 million from the Revenue
Stabilization Fund - to provide funding that addresses the economic impacts caused by the
COVID-19 epidemic for small businesses, low-income and low-wage individuals and
families, and immigrants and refugees. See Attachment 1 Summary Table for full

description of the proposed spending of the $86 million.

A new payroll tax authorized through Council Bill 119810 is anticipated to provide new and
sufficient revenues to replenish the Emergency Fund and Revenue Stabilization Fund in

2021.

| 2. CAPITAL IMPROVEMENT PROGRAM

Does this legislation create, fund, or amend a CIP Project?

Yes

X No

If yes, please fill out the table below and attach a new (if creating a project) or marked-up (if amending) CIP PTge to the Council Bill.
Please include the spending plan as part of the attached CIP Page. If no, please delete the table.

Project Name:

Project 1.D.:

Project Location:

Start Date:

End Date:

Total Project Cost
Through 2025:

| 3. SUMMARY OF FINANCIAL IMPLICATIONS

Does this legislation amend the Adopted Budget? X

If there are no changes to appropriations, revenues, or positions, please delete the table below.

Yes No

Appropriation change ($): General Fund $ Other $
2020 2021 2020 2021
Emergency Fund $66.3 million
Revenue Stabilization Fund $19.5 million
Total $85.8 million

Template last revised: December 2, 2019.

167



Aly Pennucci/Traci Ratzliff
LEG 2020 COVID Relief ORD SUM

Dila
Revenue to General Fund Revenue to Other Funds
Estimated revenue change ($): 2020 2021 2020 2021
No. of Positions Total FTE Change
Positions affected: 2020 2021 2020 2021

Does the legislation have other financial impacts to the City of Seattle that are not
reflected in the above, including direct or indirect, short-term or long-term costs? N/A

If so, describe the nature of the impacts. This could include increased operating and maintenance costs, for example.

Is there financial cost or other impacts of not implementing the legislation? Small
businesses, low income individuals and families and immigrant and refugees’ households are
suffering significant impacts from the COVID-19 crisis. Funding provide to date by the state
and federal governments is inadequate to meet the immediate needs of these businesses and
households. Therefore, additional resources are needed to meet identified needs.

If there are no changes to appropriations, revenues, or positions, please delete sections 3.a., 3.b., and 3.c. and answer the questions in Section 4.

| 3.a. Appropriations

X__ This legislation adds, changes, or deletes appropriations.

If this box is checked, please complete this section. If this box is not checked, please proceed to Revenues/Reimbursements.

Budget Summary
Item Department Fund Level/BCL Code Amount
Office of Economic | Emergency Business Services
2.1 Development Fund (10102) | (BO-ED-X1D00) $14,448,000
Department of Revenue .
2.2 Education and Stabilization Eeér_llyl_ligggmng (BO- $3,612,000
Early Learning Fund (00166)
Human Services Emergency Addressing
2.3 Department Fund (10102) Homelessness (BO- $32,643,800
P HS-H3000)
Emergency Homeownership &
2.4 Office of Housing Sustainability (BO- $1,082,000
Fund (10102) HU-2000)
Revenue e .
2.5 Office of Housing | Stabilization '(\I/Islé)lt-lltlaLT gélolbl;msmg $2,347,800
Fund (00166)
Office of Emeraenc Office of Immigrant
2.6 Immigrant and Fund 3101362) and Refugee Affairs | $18,100,000
Refugee Affairs (BO-1A-X1NO00)

Template last revised: December 2, 2019.
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. Office of
Office of Revenue Sustainability and
2.7 Sustainability & Stabilization | 2 °. VBO
Environment Fund (00166) nvironment (BO-
SE-X1000)

$13,545,000

Grand Total | $85,778,600

Is this change one-time or ongoing? Possibly one-time
Please explain any complicated scenarios — e.g. three-year funding agreement but not permanent ongoing.

Appropriations Notes:

| 3.b. Revenues/Reimbursements

This legislation adds, changes, or deletes revenues or reimbursements.

If this box is checked, please complete this section. If this box is not checked, please proceed to Positions.

Anticipated Revenue/Reimbursement Resulting from this Legislation:

Fund Name and Dept Revenue Source 2020 2021 Estimated

Number Revenue Revenue

TBD TBD Payroll Tax $86 million
TOTAL

This table should reflect revenues/reimbursements that are a direct result of this legislation. In the event that the issues/projects associated with

this ordinance/resolution have revenues or reimbursements that were, or will be, received because of previous or future legislation or budget
actions, please provide details in the Notes section below. Do the revenue sources have match requirements? If so, what are they?

Is this change one-time or ongoing?
Please explain any complicated scenarios — e.g. three-year funding agreement but not permanent ongoing.

Revenue/Reimbursement Notes:

Emergency Fund and Revenue Stabilization Fund will be repaid with revenues generated

The new payroll taxes. These revenues are anticipated in 2021.

| 3.c. Positions

This legislation adds, changes, or deletes positions.
If this box is checked, please complete this section. If this box is not checked, please proceed to Other Implications.

Total Regular Positions Created, Modified, or Abrogated through this Legisl
Including FTE Impact:

ation,

Position # for Position Title & Fund Program | PT/FT 2020 2020 Does it sunset?
Existing Department* Name & # | &BCL Positions | FTE | (Ifyes, explain below
Positions in Position Notes)

TOTAL
3

Template last revised: December 2, 2019.

169



Aly Pennucci/Traci Ratzliff
LEG 2020 COVID Relief ORD SUM

Dila

* List each position separately

This table should only reflect the actual number of positions created by this legislation. In the event that positions have been, or will be, created as
a result of previous or future legislation or budget actions, please provide details in the Notes section below.

Position Notes:

| 4.

OTHER IMPLICATIONS |

Does this legislation affect any departments besides the originating department?

If so, please list the affected department(s) and the nature of the impact (financial, operational, etc.). Y €S. Five percent for the
appropriations for each department are included to support the cost to implement and
administer the programs as described in Attachment 1

Is a public hearing required for this legislation? No
If yes, what public hearing(s) have been held to date, and/or what public hearing(s) are planned/required in the future?

Does this legislation require landlords or sellers of real property to provide information

regarding the property to a buyer or tenant? No
If yes, please describe the measures taken to comply with RCW 64.06.080.

Is publication of notice with The Daily Journal of Commerce and/or The Seattle Times
required for this legislation? No

Does this legislation affect a piece of property? No

Please describe any perceived implication for the principles of the Race and Social
Justice Initiative. Does this legislation impact vulnerable or historically disadvantaged
communities? What is the Language Access plan for any communications to the
public?

This legislation will provide funding to assist low income households (disproportionately
represented by people of color), immigrant and refugee households, and small businesses
significantly impacted by the COVID-19 pandemic. The loss of employment, health
impacts, etc. related to the COVID-19 pandemic are having significant impacts for these
households and businesses. State and Federal assistance is inadequate to meet the immediate
needs and therefore the City must step in to provide resources to assist.

If this legislation includes a new initiative or a major programmatic expansion: What
are the specific long-term and measurable goal(s) of the program? How will this
legislation help achieve the program’s desired goal(s). See Attachment 1 for summary of
outcomes to be achieved with funding.

List attachments/exhibits below:

Attachment 1 — Summary of 2020 Proposed Spending Direct COVID Relief
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Program/Activity

SUM Attachment 1

Attachment 1 — Summary of 2020 Proposed Spending Direct COVID Relief

Program Description

2020
Spending?

Potential Impacts

Small Business
Support

Immediate
Housing

Immigrant and
Refugee Support

Food Security
Programs

Small Business Stabilization Fund - Child Care

Small Business Stabilization Fund - small businesses
Training, referral services, and technical assistance to
support businesses
Small Business Support - subtotal
Homelessness prevention programs & Rental assistance
programs such as the United Way of King County’s Home
Base program
Shelter de-intensification and housing or shelter options
for unsheltered homeless individuals in non-congregate
settings (e.g. tiny homes, hotels or motels)
Mortgage counseling and foreclosure prevention
programs
Programs that support the ongoing service and
operation costs of nonprofit affordable housing &
shelter providers
Immediate Housing - subtotal
Direct financial assistance for immigrant and refugee
households
Language access support for people who need help
accessing and understanding assistance programs
Immigrant and Refugee Support- subtotal
Continuation or expansion of the Emergency Grocery
Voucher program
Food Security - subtotal
TOTAL ANNUAL SPENDING:

4.2%
16.4%

0.4%
21%

22%

13%

1%

6%

42%
20%

1%
21%
16%

16%
100%

$3.6 million
$14.1 million

$0.3 million
518 million

$19 million

$11 million

S1 million

S5 million

$36 million
$17 million

S1 million
S$18 million
$14 million

S$14 million
$86 million

$10k grants to about 340 child care providers
$10k grants to about 1,300 small businesses

1-month of rental assistance to 9,700 households
(HH) or 3-months of rental assistance to about
3,300 households

If all used for tiny homes, create about 5-7 new
villages

Mortgage assistance to about 35 households

Provide $1,000 in financial assistance to about
16,200 households

2-months of grocery vouchers (5400/month) to
about 16,000 households

! The investments assume about five percent of funds will be needed to implement and administer these investments; if the full 5% is not needed to administer
the funds, anything funds may be used for the direct programs and services described.
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CITY OF SEATTLE

ORDINANCE

COUNCIL BILL

AN ORDINANCE related to the City’s response to the 2020 COVID-19 crisis; amending Ordinance 126000,
which adopted the 2020 Budget; accepting funding from non-City sources; changing appropriations to
various departments and budget control levels, and from various funds in the Budget; declaring an
emergency; and establishing an immediate effective date; all by a 3/4 vote of the City Council.

WHEREAS, the World Health Organization (WHO) has declared that COVID-19 disease is a global pandemic,
which is particularly severe in high risk populations such as people with underlying medical conditions
and the elderly, and the WHO has raised the health emergency to the highest level requiring dramatic
interventions to disrupt the spread of this disease; and

WHEREAS, on February 29, 2020, Governor Jay Inslee declared a statewide state of emergency in response to
outbreaks of the COVID-19 disease in Washington; and

WHEREAS, in response to outbreaks of the COVID-19 disease in Seattle, Mayor Jenny Durkan proclaimed a
civil emergency exists in the City of Seattle in the Mayoral Proclamation of Civil Emergency dated
March 3, 2020, modified by Resolution 31937; and

WHEREAS, on March 23, 2020, the Governor issued a “Stay Home, Stay Healthy” order, which, combined
with other measures taken to prevent the transmission of COVID-19, effectively closed many
businesses in the state of Washington; and

WHEREAS, on April 2, 2020, the Governor extended the “Stay Home, Stay Healthy” order through May 4,

2020; and

WHEREAS, on May 1, 2020, the Governor extended the “Stay Home, Stay Healthy” order through May 31,
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2020; and
WHEREAS, many people in Seattle are struggling with the impacts of the COVID-19 disease and the measures
taken to prevent its spread, including unemployment, housing insecurity, food insecurity; and

WHEREAS, local companies have recently reported laying off employees, experiencing substantial revenue
losses, dealing with lost business due to fear and stigma, and seeing major declines in foot traffic as tens
of thousands of employees are being asked to work from home; and

WHEREAS, these impacts are being felt across all industry sectors, including retail, restaurant, hospitality,
transportation, logistics, arts, and culture; and

WHEREAS, the economic impact may have long-term, dynamic, and unpredictable local and regional
consequences, necessitating the City to act and plan accordingly; and

WHEREAS, a number of City departments have implemented immediate assistance for affected local small
businesses and displaced workers; and

WHEREAS, more than half of Seattle’s residents are renters, and even before COVID-19, a substantial share of
renters paid more than 30 percent of their income to remain stably housed; and

WHEREAS, the global COVID-19 crisis shows that our collective health depends on people being stably
housed; and

WHEREAS, many Seattle renters are facing job loss, struggling with childcare, and dealing with other
unprecedented financial burdens stemming from the global COVID-19 crisis, leaving many unable to pay
rent; and

WHEREAS, notwithstanding Governor Inslee’s eviction moratorium, renters need to pay their rent to ensure
long-term housing stability; and

WHEREAS, the United Way of King County’s expanded Home Base program to provide rental assistance to
King County households that have lost all or part of their income due to the coronavirus pandemic,

originally funded at $5 million, including $1 million of City resources, was oversubscribed within days of 173
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its creation, further evidencing the impact of the immediate rental crisis; and

WHEREAS, on January 25, 2019, a point in time count enumerated more than 7,700 persons experiencing
homelessness in Seattle; and

WHEREAS, among those persons experiencing homelessness, over 3,500 were unsheltered; and

WHEREAS, 70 percent of persons experiencing homelessness across King County find shelter and services in
Seattle; and

WHEREAS, the Centers for Disease Control (CDC) has published its Interim Guidance on responding to
COVID-19 among people experiencing homelessness that suggests a variety of responses and preventive
measures to limit the spread of the virus among this extremely vulnerable population; and

WHEREAS, both the CDC and Seattle - King County Public Health recommend ensuring social distancing by
maintaining at least 6 feet of distance between persons sleeping sheltered and unsheltered; and

WHEREAS, existing shelters that cannot meet the social distance minimum should be de-concentrated through
redistribution of clients to alternate shelters, requiring The City of Seattle to invest in 450 new temporary
shelter beds across the city; and

WHEREAS, there is insufficient shelter capacity to offer beds to every person sleeping outside and the City is
aligned with the CDC recommendation against dispersion of encampments as that can contribute to the
spread of the virus through social contact, thus requiring the City to increase access to hygiene facilities,
toilets, handwashing, and showers by placing portable units across the City; and

WHEREAS, the most effective response to homelessness is a combination of poverty alleviation through safety
net programs such as food banks, job training, and health care access; prevention of housing loss through
employment assistance and education, rent support, and connection to appropriate supportive services;
and immediate response to homelessness through ready access to shelter and health services, especially
behavioral health care, and rapid connection to housing with short- or long-term financial support; NOW,

THEREFORE,
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BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. The City Council finds and declares that:

A. On February 29, 2020, Governor Inslee proclaimed a State of Emergency for all counties throughout
the State of Washington as a result of the confirmed person-to-person spread of COVID-19 in Washington
State.

B. The COVID-19 disease, caused by a virus that spreads easily from person to person and which may
cause serious injury and death, has spread throughout King County and the City of Seattle.

C. On March 3, 2020, Mayor Durkan issued a Proclamation of Civil Emergency declaring a civil
emergency within the City of Seattle based on the confirmed spread of COVID-19 in King County and
resulting deaths.

D. In addition to the paramount public health concerns, the spread of COVID-19 and the necessary
measures taken to reduce that spread are causing and will continue to cause severe economic dislocation in the
State of Washington, King County, and the City of Seattle. As of April 25, 2020, more than a half million
Washingtonians have filed for jobless benefits since the start of the COVID-19 emergency. In addition,
governments at all levels, including The City of Seattle, face major reductions in tax revenues even as they face
major new emergency expenditures to combat the pandemic.

E. The State of Washington has taken a number of steps to mitigate the impacts of the COVID-19
pandemic on people, organizations, and businesses of Washington, including passing a COVID-19 relief bill in
March 2020, which added state appropriations to programs used by The City of Seattle to assist people facing
homelessness.

F. The quick acceptance and appropriation of these newly available funds is crucial to mitigating the
impacts of COVID-19 on The City of Seattle and the people and organizations it serves.

Section 2. The Mayor or the Mayor’s designee, the Human Services Director, and the General

Manager/CEO of Seattle Public Utilities are authorized to accept the following non-City funding from the 175

SEATTLE CITY COUNCIL Page 4 of 7 Printed on 6/30/2020

powered by Legistar™


http://www.legistar.com/

File #: CB 119816, Version: 1

grantors listed below; and to execute, deliver, and perform, on behalf of The City of Seattle, agreements for the

purposes described below. The funds, when received, shall be deposited in the receiving funds identified below

to support the appropriations in Section 3 of this ordinance.

Item [Department |Grantor Purpose Fund Amount
2.1 [Human Washington state  |Provide funding for Human $12,250,000
Services Department of emergency housing Services
Department  [Commerce Grant necessary to respond to the Fund
COVID-19 outbreak (16200)
2.2 [Seattle Public [Washington state Provide funding for General $750,000
Utilities Department of emergency housing Fund
Commerce Grant  Ihecessary to respond to the  [(00100)
COVID-19 outbreak
2.3  |Human Federal Older Provide meals for seniors Human $498,120
Services American’s Act grant Services
Department Fund
(16200)
Total $13,498,120

Section 3. Contingent upon the execution of the grant or other funding agreement authorized in Section

2, the appropriations for the following items in the 2020 Budget are increased from the funds shown, as

176

follows:
Item [Department Fund Budget Summary Level/ |[Amount
BCL Code
3.1 [Human Services Department|Human Services Fund  |Addressing Homelessness  [$3,300,000
(16200) (BO-HS-H3000)
3.2 [Human Services Department|Human Services Fund  |Addressing Homelessness  [$4,850,000
(16200) (BO-HS-H3000)
3.3 |Human Services Department|Human Services Fund  |Supporting Affordability  [$2,500,000
(16200) and Livability (BO-HS-
H1000)
3.4 [Human Services Department|Human Services Fund  |[Addressing Homelessness  [$1,600,000
(16200) (BO-HS-H3000)
3.5 [Seattle Public Utilities General Fund (00100)  [Utility Service and $750,000
Operations (BO-SU-
IN200B)
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3.6 |Human Services Department|Human Services Fund  [Supporting Affordability & [$498,120
(16200) Livability (BO-HS-1000)

Total $13,498,120

Unspent funds so appropriated shall carry forward to subsequent fiscal years until they are exhausted or

abandoned by ordinance.
Section 4. Based on the findings of fact set forth in Section 1 of this ordinance, the Council finds and
declares that this ordinance is a public emergency ordinance, which shall take effect immediately and is

necessary for the protection of the public health, safety, and welfare.

Section 5. By reason of the findings set out in this ordinance, and the emergency that is declared to
exist, this ordinance shall become effective immediately upon a passage by a 3/4 vote of the Council, and its
approval by the Mayor, as provided in Article IV, subsection 1.I of the Charter of the City.

Passed by a 3/4 vote of all the members of all the members of the City Council the day of

, 2020, and signed by me in open session in authentication of its passage this

day of , 2020.

President of the City Council

Approved by me this day of , 2020.

Jenny A. Durkan, Mayor

Filed by me this day of , 2020.
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Monica Martinez Simmons, City Clerk

(Seal)
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SUMMARY and FISCAL NOTE*

Department: Dept. Contact/Phone: CBO Contact/Phone:
| City Budget Office | Ben Noble/4-6180 | Adam Schaefer-4-8358

* Note that the Summary and Fiscal Note describes the version of the bill or resolution as introduced; final legislation including
amendments may not be fully described.

| 1. BILL SUMMARY |

Legislation Title: AN ORDINANCE related to the City’s response to the 2020 COVID-19
crisis; amending Ordinance 126000, which adopted the 2020 Budget; accepting funding
from non-City sources; changing appropriations to various departments and budget control
levels, and from various funds in the Budget; declaring an emergency; and establishing an
immediate effective date; all by a 3/4 vote of the City Council.

Summary and background of the Legislation: This legislation follows in the path of
previous legislation that accepted federal funding to support expanded shelter, food
distribution, rental assistance and small business support to accept and appropriate state
funding related to the COVID-19 pandemic crisis and response. This bill:

1) Makes legislative findings that an emergency ordinance is necessary to accept and
appropriate these funds as quickly as possible.
2) Accepts a $13,000,000 grant from the Washington Department of Commerce related to
the COVID-19 pandemic crisis and response.

3) Appropriates the funds accepted, specifically:
e $3,300,000 to sustain funding for Permanent Supportive Housing (PSH)
This item backfills funding for Human Services Department investments in
Permanent Supportive Housing (PSH) which were to be funded with revenues from
the City’s new Short-Term Rental Tax. The economic slowdown caused by COVID-
19 has led to a significant reduction in revenues from this tax. To avoid risk to these
investments, the City will use a portion of the Washington State Department of
Commerce grant for PSH services to ensure there is no gap in service. This action
will mitigate the current risk to contracts supporting Downtown Emergency Service
Center, Plymouth Housing Group, Catholic Community Services of Western
Washington, and Compass Housing Alliance.
e $2,500,000 for Food Support at PSH Sites
This item provides resources for meal and grocery delivery at Permanent Supportive
Housing sites throughout the city for up to six months. Social distancing
recommendations issued by Public Health Seattle — King County (PHSKC) in
response to the COVID-19 emergency have inhibited access to healthy meals for
residents of Permanent Supportive Housing units. Residents typically make frequent
use of food banks and congregate meal programs, which have been forced to change
their service delivery models. At the same time, residents of these units are
disproportionately at high risk for the more severe symptoms of COVID-19. This
funding will allow the City to contract with local food and meal providers to ensure

179

Template last revised: December 2, 2019.



Adam Schaefer

CBO 2020 WA Commerce Grant ORD

Dla

residents of PSH units continue to receive meal service for up to six months while
minimizing health and safety risks.

e $4,850,000 for Shelter and PSH enhancements necessitated by COVID and
opportunity to redirect $1,400,000 previously appropriated toward rental
assistance.

The Human Services Department has partnered with King County and the region’s
shelter service providers to implement measures to slow the spread of COVID-19
within the homeless population. As a result, Emergency Shelter, Day and Hygiene
Center programs and Permanent Supportive Housing providers have incurred
substantial costs to deliver services under these new models. These new grant funds
will provide resources to help homeless services providers meet PHSKC social
distancing and program delivery recommendations. This funding will be made
available through RFP for impacted service providers to help cover a portion of these
unanticipated costs. The funds accepted will also provide the opportunity for HSD to
administratively redirect the $1.4 million appropriated in Ordinance 127084 towards
rental assistance, and restore overall rental assistance funding to the $4,980,140 that
was originally proposed and has been a concern for the City Council. (See chart
below for detail on purposes for funds appropriated in Ordinances 126074, 126084,
and this proposed bill.)

e $1,600,000 for Shelter Expansion Transition Period

In response to the recommendations of PHSKC, the Human Services Department has
pursued a shelter de-intensification strategy to slow the spread of COVID-19 in the
homeless population. These efforts have resulted in emergency spending of
approximately $800,000 per month, which will be submitted by the City’s Office of
Emergency Management to FEMA for reimbursement. There is a likelihood that the
City’s shelter de-intensification strategy may need persist beyond the eventual end
date that will be set by FEMA for reimbursable actions. This funding will support a
two-month extension of the City’s shelter de-intensification work beyond the end of
the FEMA emergency.

e $750,000 for Hygiene Services Transition Period

As a response to the COVID-19 pandemic, Seattle Public Utilities has procured and
placed portable toilets, handwashing stations, and two mobile hygiene trailers with
shower stalls in publicly-accessible locations throughout the City of Seattle. These
facilities supply basic hygiene provisions to people experiencing homelessness and
compensate for de-sheltering and for closures of community centers and public
libraries. The City is pursuing reimbursement for the cost of these services from
FEMA, under the current federal emergency declaration. This legislation provides
funding for this programming in the likely event activities are extended beyond the
declared emergency.

e $498,120 for Senior Food and Meals

This item adds appropriation authority to the Supporting Affordability & Livability
BSL, further expanding the $4,983,977 appropriation made for senior food and meals
in CB 126074 on May 4™. This appropriation is backed by revenue from a Federal
Older American’s Act grant and will provide nutrition programs to older adults in
support of the City’s response to COVID-19.
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‘ 2. CAPITAL IMPROVEMENT PROGRAM

Does this legislation create, fund, or amend a CIP Project? _ Yes X No
| 3. SUMMARY OF FINANCIAL IMPLICATIONS
Does this legislation amend the Adopted Budget? X _Yes No
General Fund $ Other $
Appropriation change ($): 2020 2021 2020 2021
$750,000 - $12,748,120 -
Revenue to General Fund Revenue to Other Funds
Estimated revenue change ($): 2020 2021 2020 2021
$750,000 - $12,748,120 -
No. of Positions Total FTE Change
Positions affected: 2020 2021 2020 2021

Does the legislation have other financial impacts to the City of Seattle that are not
reflected in the above, including direct or indirect, short-term or long-term costs?

No.

Is there financial cost or other impacts of not implementing the legislation?

No.

| 3.a. Appropriations

X___ This legislation adds, changes, or deletes appropriations.

Fund Name and Dept Budget Control 2020 | 2021 Estimated
number Level Name/#* Appropriation Appropriation
Change Change
Human Services HSD Addressing $3,300,000 -
Fund (16200) Homelessness
(BO-HS-H3000)
Human Services HSD Addressing $4,850,000
Fund (16200) Homelessness
(BO-HS-H3000)
Human Services HSD Supporting $2,500,000
Fund (16200) Affordability and
Livability (BO-
HS-H1000)
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Human Services HSD Addressing $1,600,000
Fund (16200) Homelessness
(BO-HS-H3000)
General Fund SPU Utility Service $750,000 -
(00100) and Operations
(BO-SU-N200B)
Human Services HSD Supporting $498,120
Fund (16200) Affordability and
Livability (BO-
HS-H1000)
TOTAL $13,498,120 -

*See budget book to obtain the appropriate Budget Control Level for your department.

Is this change one-time or ongoing?
One-time

| 3.b. Revenues/Reimbursements

X __ This legislation adds, changes, or deletes revenues or reimbursements.

Anticipated Revenue/Reimbursement Resulting from this Legislation:

Fund Name and Dept Revenue Source 2020 2021
Number Revenue Estimated
Revenue
Human Services HSD Washington Department $12,250,000 -
Fund (16200) of Commerce
General Fund SPU Washington Department $750,000 -
(00100) of Commerce
Human Services HSD Federal Older $498,120
Fund (16200) American’s Act grant
TOTAL $13,498,120 -
Is this change one-time or ongoing?
One-time
| 3.c. Positions |

This legislation adds, changes, or deletes positions.

| 4. OTHER IMPLICATIONS \

a. Does this legislation affect any departments besides the originating department?
This is a revenue acceptance/appropriation bill that impacts multiple City departments, as
described above.

182

Template last revised: December 2, 2019.



Adam Schaefer
CBO 2020 WA Commerce Grant ORD

Dla

b.

Is a public hearing required for this legislation?
No.

Does this legislation require landlords or sellers of real property to provide information
regarding the property to a buyer or tenant?
No.

Is publication of notice with The Daily Journal of Commerce and/or The Seattle Times
required for this legislation?
No.

Does this legislation affect a piece of property?
No.

Please describe any perceived implication for the principles of the Race and Social
Justice Initiative. Does this legislation impact vulnerable or historically disadvantaged
communities? What is the Language Access plan for any communications to the
public?

The impacts of the COVID-19 pandemic and measures taken to combat it disproportionately
impact vulnerable communities, including people experiencing homelessness and people
with low incomes. This bill aids the City’s ability to mitigate the negative impacts on those
communities as well as the community at large.

If this legislation includes a new initiative or a major programmatic expansion: What
are the specific long-term and measurable goal(s) of the program? How will this
legislation help achieve the program’s desired goal(s).

N/A

List attachments/exhibits below:
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MEMORANDUM

To: Select Budget Committee
From: Jeff Simms, Analyst
Subject: Summary of CB 119816: Washington Department of Commerce and Federal

Department of Health and Human Services Appropriations

On Wednesday, July 1, 2020, the Select Budget Committee will discuss and vote on Council Bill
(CB) 119816, which accepts grant funds received from the Washington Department of
Commerce (Commerce) and the United States Department of Health and Human Services (HHS)
and authorizes spending of those funds. This memo (1) summarizesthe grants; (2) describes the
uses proposed by the Executive; and (3) outlines areas the Council may want to consider
amendments.

Grant Funds Received

CB 119816 accepts and authorizes spending $13,498,120, of which $13,000,000 come from
Commerce to support emergency housingand homeless servicesinresponse to the COVID-19
outbreak. The remaining funds come from HHS, in accordance with the Older Americans Act, to
support nutrition programs for olderadults during the COVID-19 outbreak.

The Commerce grant, approved on March 27, 2020, originally stipulated that grant funding
ended on September30, 2020. The Executive requested passage of this budgetlegislationonan
accelerated timeline comparedto othersupplemental budget legislation because of this
deadline. However, onJune 30, 2020, Commerce extended that deadline to December 31, 2020.
Any supported activity must now be completed priorto December 31, and time will be allowed
for financial close out afterthat date.

The Commerce grant agreement allows funds to be used only to "respond to the COVID-19
outbreak related to publichealth needs of people experiencinghomelessness orotherwise in
need of quarantine or isolation housing due to the COVID-19 outbreak", whichis limited to:

1. Shelterneeds,

Hygiene services,

Supplies,

Costs incurred by permanentsupportive housingfacilities due to the pandemic, and
Food access or delivery services.

ik wnN

Proposed Uses

The Executive proposes to use these funds for six specificuses, which align with the authorized
spending categoriesinthe Commerce grant agreement. Some of the proposed uses are
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projected to occurin Novemberand December, after Federal Emergency Management Authority
(FEMA) fundingis ended. The proposed spendingincludes the following:

1.

$3.3 million for Permanent Supportive Housing (PSH)

This proposal backfills funding forinvestmentsin PSHthat were to be funded with revenues
from the Short-term Rental Tax. The economicslowdown caused by COVID-19 has led to a
significantreductionin revenuesfrom this tax.

S2.5 million forfood support at PSH sites

This proposal reimburses providers for costs that have been or will be incurred for meal and
grocery delivery for residents of PSH facilities, who are typically at high risk for more severe
symptoms of COVID-19. Residents would typically access food banks and congregate meal
programs at high rates, but those programs have beenforcedto change theirservice
delivery models and may not be available forthese residents duringthe COVID-19 outbreak.

$4.85 million forenhancements atshelters, day and hygiene centers, and PSH sites
necessitated by COVID-19

Emergency shelter, day and hygiene center programs, and PSH providers haveincurred
substantial coststo deliverservicesundernew models that slow the spread of COVID-19.
These programs will also incur future costs, including capital costs for facility modifications,
to offerthose service models going forward. This funding would offset those unanticipated
costs. The Human Services Department (HSD) will issue afundingannouncementinviting
current providers to submittheir costs for payment. When eligible, FEMA reimbursement for
those funds will be sought.

$1.6 million forramping down shelter de-intensification

The City is currently incurring monthly costs of $800,000 to spread shelterresidents across a
larger number of facilities, thereby increasing social distancing for residentsin congregate
shelters. The FEMA reimbursementforthese costs will not be available afterthe federal
declared emergencyisended. The timeline forthat occurrence is not known, but CBO’s
planningassumesan end date in October. These funds would support an additional two-
months of congregate shelter de-intensification following the end of the federal declared
emergency.

$750,000 for ramping down hygiene services

Seattle Public Utilities (SPU) has procured and placed portable toilets, handwashing stations,
and two mobile hygiene trailers with showerstallsin publicly accessible locations throughout
the City as basic hygiene provisions for people experiencing homelessness. The FEMA
reimbursement forthese costs will not be available afterthe federal declared emergencyis
ended. These funds would supportan additional two-months of hygiene services following
the end of the federal declared emergency.
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6. $498,120 for food and meal programs for seniors

Using funds from HHS, this proposal adds to the spendingauthorizedin Ordinance 126074

on May 4, 2020 to support the expansion of existingfood programs for seniors and shifting
the program model from congregate mealsto home delivery tofacilitate appropriate social
distancinginresponse to the COVID-19 pandemic. The federal funds received for this activity
exceedthe amount previously appropriated.

Discussion

There are three areas of proposed spendingthat the Committee may wish to considerchanging,
one of which corrects a technical error.

1. Technical Correction

Section 2 of the legislation, asintroduced, incorrectly describesthe funds directed to SPU as
supporting “emergency housing”. As noted in this memo, those funds support emergency
hygiene services. SPUdoes not operate emergency housing.

Options:
A. No change.
B. Correct spendingdescription.

2. Modification of Ordinance 126084

In Ordinance 126084 (CARES Act funding), passed on May 18, 2020, the Council authorized
$1.4 million of Community Development Block Grant (CDBG) fundingto allow shelter
providers to achieve shelter de-intensification using non-congregate shelter options (e.g.,
hotel rooms) rather than using those funds forrental assistance, as the Executive had
proposed. Those funds have notbeen expended or made available to contractees. The
Executive hasindicated that the proposed use of $4.85 million to cover costs incurred by
homeless service providers (use three) meets the Council’s desire to provide funds to service
providers. While the new funding source would carry less administrative burden for capital
projects, such as facility reconfigurations, service changes to-date have not been primarily to
create non-congregate shelteroptions. The Executive will use administrativeauthority to
redirect the CDBG fundsfor rental assistance, as initially proposed, assuming passage of this
bill as itwas introduced.

Options:
A. No change.

B. Authorize spendingsome Commence funds for different purposes thanthose
proposed by the Executive so that the $1.4 million of CDBG fundingremains
necessary for reimbursinghomeless services providers.

C. Through separate legislation, impose a proviso on the $1.4 million of CDBG fundingto
ensureitis used as intended by Ordinance 126084.
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3.

Funding Level for COVID-19 Enhancements at Service Providers

Itis unclearifthe third proposed use, covering costs incurred by homeless service providers
due to COVID-19, will be sufficientto meetall requests. HSD does not have estimates of the
total costs incurred by homeless service providers to date or the portion of those costs that
are eligiblefor FEMA reimbursement. In addition, providers will be able to request capital
funding forlong-termfacility reconfigurations to respond to COVID-19, potentially further
stretchingthis pool. That information will be obtained through the proposed application
process. While new CDBG, Emergency Solutions Grant (ESG), and Commerce funding will
become available as early as August 2020 and could be used to meetthose requests, the
Executive has not submitted a proposal for any of those funds nor publicly communicated an
intentto use them forthis purpose. Inaddition, there are substantial administrative burdens
that come with some of those funding streams, notably CDBG, if they are used for capital
projects.

Options:
A. Nochange.
B. Changethe amount of fundingfrom the Commerce grant for this purpose.

Next Steps:

A vote on thisbill isanticipated on Wednesday, July 1. As such, it islikely thatamendments to
act on the above issues will need to be preparedin advance of Wednesday’s meeting orfor
consideration atthe Council meetingonJuly6.

Ccc:

Kirstan Arestad, Executive Director
Aly Pennucci, Supervising Analyst
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Simms
Select Budget Committee

Date:

July 1, 2020

Version: 1

Amendment 1
to

CB 119816 — Washington Commerce Grant ORD
Sponsor: CM Mosqueda and CM Herbold

Technical Correction

Section 2, Page 5, Line 18: Amend the following as shown:

Item[Department |Grantor Purpose Fund Amount
2.1 [Human Washington state Provide funding for Human $12,250,000
Services Department of emergency housing Services
Department  |Commerce Grant  |necessary to respond to the  [Fund
COVID-19 outbreak (16200)
2.2 |Seattle Public |Washington state Provide funding for General $750,000
Utilities Department of e.nqe.’:ge.nc_y_hgu.s.m.g h}{giene Fund
Commerce Grant  |services necessary to respond |(00100)
to the COVID-19 outbreak
2.3 |Human Federal Older Provide meals for seniors Human $498,120
Services American’s Act Services
Department  [grant Fund
(16200)
Total $13,498,120

Effect: Corrects the description of the activities Seattle Public Utilities will carry out using authorized

funds.
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Simms
Select Budget Committee

Date:

July 1, 2020

Version: 1

Amendment 2
to

CB 119816 — Washington Commerce Grant ORD
Sponsor: CM Mosqueda and CM Herbold

Technical Correction

Section 2, Page 5, Line 18: Amend the following as shown:

Item[Department |Grantor Purpose Fund Amount
2.1 [Human Washington state Provide funding for Human $12,250,000
Services Department of e.nqe.pge.nc_y_hguyng homeless |Services
Department Commerce Grant services necessary to respond Fund
to the COVID-19 outbreak ~ |(16200)
2.2 |Seattle Public |Washington state Provide funding for General $750,000
Utilities Department of emergency housing Fund
Commerce Grant  |necessary to respond to the ~ |(00100)
COVID-19 outbreak
2.3 |Human Federal Older Provide meals for seniors Human $498,120
Services American’s Act Services
Department  [grant Fund
(16200)
Total $13,498,120

Effect: Corrects the description of the activities the Human Services Department will carry out using
authorized funds. The proposed uses include funds for a range of homeless service providers in

addition to housing providers.

Pagelof1

189



\ \ SEATTLE CITY COUNCIL 0 e i saros
Q I

Legislation Text

File #: Inf 1652, Version: 1

City Budget Office Overview of the 2020 Rebalancing Package

190

SEATTLE CITY COUNCIL Page 1 of 1 Printed on 6/30/2020

powered by Legistar™


http://www.legistar.com/

Seattle COVID-19 Response and
2020 Budget Rebalancing
June 24, 2020

zzzzzzzz 1of35 @b City of Seattle



Challenges Facing Our City

* A public health pandemic that is killing friends, families, and neighbors and COVID-19
has disproportionately impacted communities of color. Expected spending of $233
million on COVID-19 response, focusing on the needs of the most vulnerable and BIPOC
communities.

 Economicdevastation and job losses that have led to record unemployment, an
unprecedented loss of $300 million in revenue, and community needs including food
access and housing assistance. Now more than ever it is critical to preserving critical
budget priorities that serve communities of color and historically underserved
communities.

* A movement to demand anti-racist action, to divest and rethink policing, and
end institutional racism.
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Budget Process Overview

Budget Process for 2021-2022 - as originally planned

March - May: CBO calculates Aoril: CBO receives Summer: Departments September: Mayor
baseline budget withwage prit: propose changes, CBO Proposes Biannual

revenue projections for ) .
increases, sunsetting projects, Pl and Mayor's Office Budget for 2021 and

upcoming year

inflation review 2022

October - November:

Council Hears Public November: City Council

Comment on Budget, Passes Final Budget
Makes Changes

COVID-19 Budget Process

March: Directive to May: COVID-19

January: Previously Halt Spending; Initial Spending Projected
Approved 2020 Projections of $100 to Surpass $200
Spending Begins million shortfall Million for 2020

February: First case April: $300 Million June: 2020 Spending
of COVID-19in King Shortfall Projected Must Be Adjusted to
County for 2020 Address Shortfall

June 2020
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Approach to COVID-19 Response

e Addressing urgent needs including meals, rental assistance,
grocery vouchers, utilities, childcare, and other essential needs

* Protecting our most vulnerable neighbors experiencing
homelessness in partnership with PHSKC and King County

 Assist small businesses, non-profits, artists, and cultural
organizations as they struggle for survival

e Continue critical supports for First Responders & free citywide
testing
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Approach to SPD Budget

* SPD will face the largest budget cut among all department
reductions for the General Fund

* Police spending will be reduced by $20 million through the rest of
this year

* Additional options for reductions are being developed for the
2021 budget

* We will engage community to provide substantive input on what
2021 SPD budget choices should be made
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Approach to Racial Justice Investments &

Priorities

e Continue critical COVID-19 investments for vulnerable and BIPOC
communities like: housing, child care, testing, individuals

experiencing homelessness, small businesses and support
for immigrant and refugee residents

* Preserving programs to invest in community like EDI, Orca
Opportunity, Youth Safety, FEPP

* Mayor has committed to invest $100 million in BIPOC
communities in 2021 budget
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Near term 2020 budget actions following

community conversations

e Review SPD budget options
 Redirect funding initially targeted for N. Precinct - $4 million in capital funding
* S5 million for mentorship programs with BIPOC youth

* 2020 budget commits S500K to a community engagement process on policing
and community investments

e Expediting land transfers (Byrd Barr, Central Area Senior Center, FS6)

e Develop a new vision for the E. Precinct area in partnership with community
leaders
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Rebalancing 2020 Budget: address revenue shortfall
and cost of responding to COVID-19 pandemic

* The City’s General Fund budget was balanced assuming almost $1.5 billion
In revenue.

* Updated forecast confirms that General Fund revenues could fall $200
million short of the total anticipated in the 2020 adopted budget.

* The total funding gap for general government services could exceed $300
million because other revenues, such as the soda tax, short-term rental tax,
commercial parking tax, and earned revenues at the Seattle Center and
Parks Department will also fall short of forecast.

* The public health challenge and economic impacts created by COVID-19 has
demanded a robust response from the City. We anticipate total spending of
5233 million in response.
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Resources to Balance

To minimize any reductions to City services or cuts to critical community
programs, the City proposes utilizing state and federal resources as well as
one-time sources to balance the 2020 budget.

 New State and Federal Resources (FEMA, CARES Act, Coronavirus Relief
Fund, State Commerce)

e 2019 Year End Reserves (One Time Resources)

e 25% of City's Emergency Funds

e Refocus City Programs and Staff toward COVID-19

* Focused Budget Reductions, including SPD, City Hiring Freeze, and Travel

* Reprioritize use of Levy and MPD Resources
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Rebalancing the 2020 Budget

i |
AAR0000000 —— $378M
Unbudgeted
COVID-19
$300,000,000 Responza $233M
$168,000,000 Total
CovID
Response
$200,000,000
GF Resources
$210M Used for COVID-
T ota | 19 Response
Budget | [~
Shortfall
$100,000,000
Revenue
Shortfall |
S0 —

2020 Budget Changes 2020 Rebalancing Strategy

FEMA Reimbursements
$36,000,000

Commerce Grant
$13,000,000

CARES Act
$21,000,000

Non-GF City Sources Reprioritized
for COVID-response
$32,000,000

Coronavirus Relief Fund
$131,000,000

Additional Required Savings,
$11,000,000

Budget Reductions and
Reprioritization of Levy/MPD
Resources, $69,000,000

Rainy Day & Emerg. Funds,
$29,000,000

One Time Resources
$36.000.000
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Center the City’s response in race and social justice to help address the disparate impact COVID-
19 is having on communities of color.

‘ Respond to immediate impacts of the COVID-19 emergency and preserve ability to react as the situation
evolves

N\

‘ Protect our most vulnerable neighbors experiencing homelessness and address housing insecurity

‘ Support essential workers and community needs

—

‘ Assist small businesses, artists, and cultural organizations as they struggle for survival

‘ Continue critical supports for first responders & provide testing for residents & workers

~

‘ Maintain City services and support the City employees who provide them

4
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Total Expenditures for COVID-19 Response
COVID-19Spending |

Respond to Emergency COVID-19 impacts $38,620,000
Protect our most vulnerable neighbors experiencing homelessness and

address housing insecurity $39,400,000
Support essential household and community needs $34,110,000
Assist small businesses, artists, and cultural organizations as they

struggle for survival S$5,210,000
Continue critical supports for First Responders $35,740,000
Maintain city services and support City employees who provide them $80,150,000

OTAL (Of this total, approx. $65 million is reprioritized General Fund) $233,200,00C

*Total may not match due to round’
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Respond to immediate impacts of the COVID-19 emergency and
preserve ability to react as the situation evolves

COVID-19 Supplies and Services $2,470,000
Cloth facial coverings for employees and community groups $790,000
Essential Workers - Hotel S3,070,000
Essential Workers - Childcare S5,450,000
COVID-19 Testing - public access sites and community test kits $8,790,000
Social Distance Ambassadors and social distancing in parks $2,040,000
Stay Healthy Streets/Street Closures $190,000
Cleaning of public buildings $100,000
COVID-19 Language Access $80,000
Hospital transitions to care for elderly non-Medicaid patients $150,000
Emergent COVID-19 response needs (June-Oct 2020) $15,350,000

OTAL* $38,620,000

*Total may not match due to rounding.
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Protect our most vulnerable neighbors experiencing

homelessness and address housing insecurity

Hygiene 3,700,000
Shower trailers, toilets and sinks 2,280,000
Reopening bathrooms at libraries 320,000
Purple bag program COVID-19 expansion 350,000
Continue hygiene service after FEMA period (2 months) 750,000
Emergency Shelter 15,580,000
NEW: RFP for shelter needs and PSH 4,850,000
Congregate sheltering 4,270,000
Noncongregate sheltering 2,530,000
Food at homeless shelters 2,080,000
Facial coverings for people experiencing homelessness & others 250,000
Shelter expansion ramp-down after FEMA period (2 months) 1,600,000
Housing and Homelessness Prevention 16,070,000
NEW: Food support for PSH Sites through December 2,500,000
Rental Assistance: City-funded Affordable Housing (NEW: S4M) 5,410,000
Rental Assistance: Community-based Organizations and Home Base (NEW: S5.4M) 7,730,000
Rental Assistance: Housing for People living with HIV/AIDS 430,000
Subtotal, Net New Homelessness spending | 35350000
PSH Operations: Short-term Rental Tax Fund Swap 3,300,000 04
Rental Assistance: Home for GOOD Pilot Fund Swap 750,000

otal, COVID-19 Homelessness Spending 39,400,000

*Fund swap amounts are excluded from the net budget add total because they are already counted in the base 2020 Adopted Budget. 14 of 35



Protect our most vulnerable neighbors experiencing homelessness and

address housing insecurity
comsspensing ________________|__rom_cona_csduonud “Uelcomerd o __
OVID-19 Spendin CDBG Levy Commerce Tota
Hygiene 1,950,000 - 750,000 1,000,000 3,700,000
Shower trailers, toilets and sinks 1,710,000 570,000 2,280,000
Reopening bathrooms at libraries 240,000 80,000 320,000
Purple bag program COVID-19 expansion 350,000 350,000
Continue hygiene service after FEMA period (2 months) 750,000 750,000
Emergency Shelter 5,100,000 2,080,000 6,450,000 1,950,000 15,580,000
NEW: RFP for shelter needs and PSH 4,850,000 4,850,000
Congregate sheltering 3,200,000 1,070,000 4,270,000
Noncongregate sheltering 1,900,000 630,000 2,530,000
Food at homeless shelters 2,080,000 2,080,000
Facial coverings for people experiencing homelessness & others 250,000 250,000
Shelter expansion ramp-down after FEMA period (2 months) 1,600,000 1,600,000
Housing and Homelessness Prevention 4,230,000 430,000 910,000 2,500,000 8,000,000 16,070,000
NEW: Food support for PSH Sites through December 2,500,000 2,500,000
Rental Assistance: City-funded Affordable Housing 1,410,000 4,000,000 5,410,000
Rental Assistance: Community-based Organizations and Home Base 2,820,000 910,000 4,000,000 7,730,000
Rental Assistance: Housing for People living with HIV/AIDS 430,000 430,000
Subtotal, Net New Homelessness Spending ing Source m
PSH Operations: Short-term Rental Tax Fund Swap 3,300,000 3,300,000
Rental Assistance: Home for GOOD Pilot Fund Swap 750,000 750,000

otal, by Funding Source 7,050,0004,230,0002,830,000430,000 910,00013,000,00010,950,000 39,400,00C




Support essential household and community needs

covID-19Spending |
Grocery Vouchers $14,500,000
Food for food banks and meal programs $9,900,000
Supports for Food Security $3,000,000
Food delivery for seniors $2,500,000
Waiving interest charges on delinquent SPU and SCL accounts S4,044,000
Expenses to facilitate distance learning $162,000

Assist small businesses, artists, and cultural organizations as they struggle for
survival

COVID-19 Spending

Grants to artists and arts organizations for business interruptions $1,295,000
due to public health measures
Grants to small businesses for business interruption caused by $3,910,000
required closures
e
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Continue critical supports for first responders

COVID-19 Spending _

First responder costs substantially shifted to COVID-19 Response $26,509,000
Personal Protective Equipment (PPE) $8,267,000
Testing - First responders $612,000
Hotel - First responders $325,000
City’s COVID-19 expenses at King County jail $22,000

OTAL* $35,735,000

*Total may not match due to rounding.
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Maintain City services and support the City
employees who provide them

COVID-19 Spending _

Department staff redeployed to emergency response $45,694,000
Overtime for staff redeployed to emergency response $8,411,000
Temp labor for emergency response S2,334,000
Expenses to improve telework capabilities $1,718,000
Paid Leave and Unemployment Insurance for at-risk workers $11,987,000
Adapting City facilities/Operations for Reopening Requirements $10,000,000

TOTAL* $80,145,000

*Total may not match due to rounding.
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Total Expenditures for COVID-19 Response
COVID-19Spending |

Respond to Emergency COVID-19 impacts $38,620,000
Protect our most vulnerable neighbors experiencing homelessness and

address housing insecurity S39,400,000
Support essential household and community needs $34,110,000
Assist small businesses, artists, and cultural organizations as they

struggle for survival $5,210,000
Continue critical supports for First Responders $35,740,000
Maintain city services and support City employees who provide them $80,150,000

OTAL (Of this total, approx. $65 millionis reprioritized General Fund) $233 200.000

*Total may not match due to round'209
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Proposed State Dept. of Commerce Grant - $13M

Three-part approach: Proposed Use Amount

. ' Sustain COVID-19 Response for 2 months Beyond
1. Sustain Emergency Responsefor the period after FEMA Emergency Designation

FEMA “ends” the emergency
Hygiene Interventions $750,000
2. Continue Support for EXisting PSH contracts Whose Shelter De-densification Operations $1’600,000

funding source has dried up
Continue Support for Critical Existing Program

3. Fund new critical needs Permanent Supportive Housing STRT Fund Swap $3,300,000
* New funding to provide 2,600 daily meals at City’s

PSH locations through the end of the year New Programs

* New Funding for Shelter and PSH Needs ($4.85m): Food support for PSH Sites through December $2,500,000
* Equitableapproach for existing contractors Shelter and PSH enhancements necessitated by

* I|dentifies provider expenses that are FEMA COVID $4,850,000

eligible Total $13,000,000
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Proposal for CRF - $131.5 million

Emergency Response using Coronavirus Relief Fund Amount
Local Match for FEMA $11,250,000
Emergency Homelessness Shelter and Hygiene 52,350,000
Cleaning of public buildings and testing for pubilc 52,220,000
Food for Food banks and economic instability 52,480,000
PPE / Testing / Quarantine for First Responders $2,240,000
Temporary and Overtime Labor for Emergency COVID-19 Response 51,960,000
Non-FEMA Eligible Emergency Response Measures $9,390,000
Face Masks S$1,040,000
Stay Healthy Streets/Street Closures $190,000
Social Distance Ambassador Program $2,040,000
Hotel - Essential Workers $3,070,000
Purple bag program COVID-19 expansion $350,000
Community testing kits 5$150,000
COVID Language Access 580,000
COVID-19 Supplies and Services 52,470,000
Emergent Response Needs in July through October g $15,350,000
Adapting City Facilities and Managing "Re-entry" of the City's Workforce $10,000,000
Food Security Measures and Grocery Vouchers through October - $2.5M/Month $12,500,000
Rental Assistance - $1.6M/Month through October $8,000,000
Redeploying City Staff and Resources for Emergency Response (Non-OT/Temp) $65,000,000
Total $131,500,000
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Emerging State and Federal Sources for
Addressing Homelessness

1. Emergency Solutions Grant (ESG) with new COVID allocation
formula - S26 million.
* Funds can be used through September 30, 2022
* 100% Match Requirement has been waived

2. New formula grant from the State Commerce Department. A
joint application with the County is likely to be awarded ~S11
million.

* Funds will be available August 2020 to June 2023
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COVID-19 Impact on City
Resources
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Rebalancing the 2020 Budget

i |
AAR0000000 —— $378M
Unbudgeted
COVID-19
$300,000,000 Responza $233M
$168,000,000 Total
CovID
Response
$200,000,000
GF Resources
$210M Used for COVID-
T ota | 19 Response
Budget | [~
Shortfall
$100,000,000
Revenue
Shortfall |
S0 —

2020 Budget Changes 2020 Rebalancing Strategy

FEMA Reimbursements
$36,000,000

Commerce Grant
$13,000,000

CARES Act
$21,000,000

Non-GF City Sources Reprioritized
for COVID-response
$32,000,000

Coronavirus Relief Fund
$131,000,000

Additional Required Savings,
$11,000,000

Budget Reductions and
Reprioritization of Levy/MPD
Resources, $69,000,000

Rainy Day & Emerg. Funds,
$29,000,000

One Time Resources
$36.000.000
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One Time Resources, Reserves and the CRF

2019 Year-End Fund Balance and Other One-time Resources S36,000,000
Emergency Fund and Rainy Day Fund $29,000,000
Coronavirus Relief Fund S65,000,000

e Strong financial finish to 2019 will help mitigate 2020 financial impacts

* Proposal for balancing 2020 and 2021 uses a portion of Emergency Funds for 2020
(~25%), but saves a significant share (~¥75%) for 2021 to mitigate impacts in 2021

* The CRF provides a means to pay for the existing City resources now being used to

respond the COVID-19 crisis at a time the General Fund cannot sustain those services.
215
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Budget Reductions and
Reprioritization of Levy & MPD Resources

Hold vacancies, delay hiring, reduce overtime (526,500,000)
Reprioritization of Levy/MPD Resources (Details on following slide) (524,500,000)
Travel, training, supplies, etc. (56,100,000)
Consultants and Contracts ($5,500,000)
Neighborhood Matching Fund (NMF) (51,500,000)
Other —including GF-funded technology and capital projects ($5,200,000)

563,300,000
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Reprioritization of Levy and MPD Resources - Detail

Move Seattle Levy $10,000,000
Metropolitan Parks District S10,000,000
Families, Education, Preschool and Promise Levy $2,000,000
Library Levy $1,600,000
Reprioritize Grant Funding $900,000

Total $24,500,000

* For each of the affected departments, the revenues earned by the City will no longer provide the
funding needed to pay for the base operations which the levies were intended to supplement.

* The basic budget approach is redirect funding that was to pay for capital projects or expanded
programmatic funding to support these base operational costs.

* The capital projects will be deferred but could be funded again in the future.
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Departmental Highlights - SPD

Seattle Police Department

* 516 million reduction directed to rebalancing

Pause the allocation of planning resourcesin the 2020 budget for a new North
Precinct facility - $4 million

Freeze spending on vehicles and IT investments

Immediately we will freeze hiring of sworn officers in 2021 until a new staffing
model and plan is developed reflecting community priorities for public safety

Mayor has asked for the SPD to prepare models of 20% - 30% - 50% budget
reductions for community engagement

CPC, OIG and OPA
No reductions.
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Budget Changes - Departmental Highlights

Human Services Department
* Only reductions are to travel, training and vacancies.

* Services are being expanded in response to COVID-19, including food, shelter, and rental assistance, per our earlier description of the City’s
response COVID-19 response.

Department of Neighborhoods and Office of Economic Development
 DON and OED are working together to lead efforts on community outreach and small business assistance.

* Proposed reductions do include decreasing 2020 Neighborhood Matching (NMF) fund by $1.5 million. A portion of NMF staff are on-loan to
OED to support small business.

Office of Planning and Community Development
* Preserved full S15 million of Mega-block proceeds for EDI projects.

* Preserve full S5 million for 2020 EDI grants, by supplementing declining Short-term Rental Tax revenues with ~$2 million of General Fund
support.

e Shifting near-term focus of EDI toward COVID-19 response and relief to BIPOC communities from effects of pandemic.

Library

» Total General Fund reductions of $2.9 million, but mitigated by $1.6 million of Levy funding and $500,000 from the Library Foundation.
Seattle Center

* Center’s “earned” revenues have collapsed and basic maintenance and operations cannot be sustained without additional support.

* Rebalancing proposal thus increases 2020 General Fund support by $9 million.
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Budget Changes - Departmental Highlights

Department of Parks and Recreation
» Parks Department staff and facilities are playing a critical role in COVID-19 response.
* “Earned” revenues could fall short by $23 million, if facilities remain closed through September; more if longer.

* Proposing to redirect $10 million if MPD resources to help address this shortfall and to offset reduced General
Fund support to the department. This will reduce funding for and lead to deferral of capital projects, including the
development of land-bank parks sites and athletic field replacements.

* Decreased REET funding will further reduce resources available for capital projects.

 Parks Department is also reducing discretionary operational costs — for example reduced seasonal hiring for non-
essential maintenance such as mowing, weeding, and picnic shelter cleaning.

Seattle Department of Transportation

* Overall revenue shortfall of S50+ million, including a proposed General Fund reduction of $13 million, a $20 million
decline in parking tax revenues, and a S7+ million loss of street use fees.

* At the same time, SDOT is facing the unanticipated costs of the West Seattle Bridge.

* This is forcing a significant reprioritization of capital projects, and a number of projects have been “paused” while
this reprioritization review is completed. This includes stopping work on the Center City Connector, and
redirecting $6 million of Mega-block proceeds to preserve funding for other transportation priorities.
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Rebalancing the 2020 Budget
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2020 Budget Changes 2020 Rebalancing Strategy

FEMA Reimbursements
$36,000,000

Commerce Grant
$13,000,000

CARES Act
$21,000,000

Non-GF City Sources Reprioritized
for COVID-response
$32,000,000

Coronavirus Relief Fund
$131,000,000

Additional Required Savings,
$11,000,000

Budget Reductions and
Reprioritization of Levy/MPD
Resources, $69,000,000

Rainy Day & Emerg. Funds,
$29,000,000

One Time Resources
$36.000.000
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Legislative Action Needed for 2020 Rebalancing

* Ordinances to reprioritize Levy and MPD resources

* Ordinance to authorize spending from the Emergency and Rainy Day Funds,
and resolution to defer repayment

* Resolution to temporarily expand use of REET dollars to pay for debt service
* Second quarter supplemental and grant acceptance ordinances

* Grant acceptance and appropriation of State Commerce funding

* Grant acceptance and appropriation of Federal Coronavirus Relief Fund (CRF)

e 2020 Budget revision ordinance

e 2019 Carry Forward and Exception ordinances

222
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2021 Outlook
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Balancing the General Fund in 2021

$300,000,000

Rainy Day & Emergency
Funds, and One-Time
Resources, $129,000,000

$200,000,000

Revenue
Shortfall
$293,000,000
5100’000'000 Remaining Gap: Spending
Reductions or New
Revenues, $164,000,000
SO
2021 Budget Challenge 2021 Balancing Strategy
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Key Components of 2021 Strategy

Advocacy for new state and federal resources.
Draw down remainder of Rainy Day and Emergency Funds, and other one-time resources.

Remaining 2021 budget gap exceeds $160 million. New revenues may address some of this shortfall, but
economic impact of COVID will still force deep reductions in City spending, and thus in City services.

Labor costs are rou$hly_65% of overall General Fund sBending, so impacts to the City workforce are .
unavoidable. Layoffs will be the most direct impacts, but negotiations with the City’s unions may also provide
alternative cost-savings strategies.

Departments have been requested to develop proposals to reduce their 2021 budgets by 5%-10% relative to
what would be their baseline spending. CBO will review opportunities to again redirect Levy and MPD
resources.

These strategies alone will be insufficient to rebalance. New revenues or additional cost savings will be
needed to balance the 2021 budget. Likely it need to be a combination of both.

Forecasts indicate that the economic impacts of COVID-19 will last for several years. Approach budget needs
to acknowledge that this is not a short-run crisis.

$100 million investments in BIPOC communities will be led by community engagement process this summer
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