Referendum Bill 52

Ballot Title 

Full Text 

The legislature has passed Engrossed House Bill No. 2561, concerning authorizing and funding bonds for energy efficiency projects in schools.  


This bill would authorize bonds to finance construction and repair projects increasing energy efficiency in public schools and higher education buildings, and continue the sales tax on bottled water otherwise expiring in 2013.

Should this bill be:

[  ]  Approved

[  ]  Rejected

 

The Official Ballot Title and the Explanatory Statement were written by the Attorney General as required by law. The Fiscal Impact Statement was written by the Office of Financial Management as required by law. The Secretary of State is not responsible for the content of arguments or statements (WAC 434-381-180).
Votes cast by the 2010 Legislature on final passage:

Senate: Yeas, 28; Nays, 18; Absent, 0; Excused, 3
House: Yeas, 59; Nays, 38; Absent, 0; Excused, 1

Fiscal Impact 

Referendum 52 authorizes the issuance of $505 million in state general obligation bonds to fund capital improvements for energy efficiency in buildings owned by public school districts and public higher education institutions.  Twenty-nine-year debt service costs are estimated to total $937 million, for an average annual state cost of $32.3 million. Other state costs are estimated to be $2.2 million annually through fiscal year 2015. The sales tax on bottled water is estimated to increase State General Fund revenues an annual average of $39.8 million and increase local government revenues an annual average of $14.9 million.  

General Assumptions

         Estimates are based on information provided by state agencies during the 2010 legislative session for Engrossed House Bill 2561 (EHB 2561) and updated to the June 2010 Washington State Economic and Revenue Forecast.

         Removing the expiration of sales tax on bottled water is contingent on approval of the referendum.

         Estimates are described using the state’s fiscal year of July 1 through June 30.


State and Local Revenues and Expenditures Estimate – Assumptions
The state will obtain $503.3 million in funds (bond proceeds) over five fiscal years from the issuance of $505 million in state general obligation bonds, as shown below. Bond issuance schedule assumptions are from the Washington State Department of Commerce.
Bond Value, Costs and Net Revenue

	Fiscal Year
	2011
	2012
	2013
	2014
	2015

	Bond Value
	$5,000,000
	$70,000,000
	$150,000,000
	$150,000,000
	$130,000,000

	Cost of Bond Issuance
	($17,038)
	($238,533)
	($511,142)
	($511,142)
	($442,990)

	Net Revenue to Washington Works Account
	$4,982,962
	$69,761,467
	$149,488,858
	$149,488,858
	$129,557,010


Bond funds will be expended as grants to public school districts and public higher education institutions through a competitive process. The following data are the estimated state grant expenditures and corresponding increased revenue to public school districts and public higher education institutions. The estimated expenditures are not reduced for allowable state agency administrative fees.

An estimated 2,049 buildings owned by 295 public school districts and 1,440 buildings owned by 40 public higher education institutions, for a total of 3,489 buildings, may be eligible for grants. Data are from the Washington State Department of General Administration, Higher Education Coordinating Board and Office of Superintendent of Public Instruction. At least 5 percent of the total grant amount must be awarded to public school districts with fewer than 1,000 full-time equivalent students.  

Estimated State Grant Expenditures and Increased Local Revenue

	Fiscal Year
	2012
	2013
	2014
	2015
	2016

	Expenditures from Washington Works Account 
	($17,362,232)
	($130,615,624)
	($149,363,819)
	($144,362,639)
	($55,000,000)

	Revenue (Grants) to Public Schools and Higher Education Institutions
	$17,362,232
	$130,615,624
	$149,363,819
	$144,362,639
	$55,000,000


Referendum 52 would remove the June 30, 2013, expiration of the sales tax on bottled water. State revenues are estimated to increase by an annual average of $39,808,600 and local revenues are estimated to increase by an annual average of $14,868,600. Revenue estimates are based on state consumption and sales data contained in the 2008 Beverage Digest Fact Book. Local revenues are a statewide estimate based on an assumption of a 2.392 percent statewide average local sales tax rate. 

State revenues deposited in the State General Fund can be used for any governmental purpose, including payment of state bond debt service costs. Revenue will increase for local jurisdictions authorized to impose a sales tax (counties, cities, transit, etc.); the local sales tax revenue must be used as allowed by state law. Total state and local government revenue impacts are summarized in the table below.

Total State and Local Revenue Impacts

	Fiscal Year
	2014
	2015
	2016
	2017
	2018

	Total State General Fund
	$33,867,000
	$38,609,000
	$40,346,000
	$42,162,000
	$44,059,000

	Total State Performance Audit Account
	$55,000
	$63,000
	$66,000
	$69,000
	$72,000

	Total Local Revenue
	$11,680,000
	$14,647,000
	$15,306,000
	$15,995,000
	$16,715,000


State and Local Indebtness Estimate – Assumptions
Assuming a bond payment term of 25 years for each issuance and the June 2010 Washington State Economic and Revenue Forecast Council Bond Buyer Index, total 29-year state debt service for the bonds is estimated to be $937,031,878, for an average annual debt service payment of $32,311,444. Data below are supplied by the Office of the State Treasurer. No local government debt is assumed from the referendum.

State Indebtedness

	Fiscal Year
	2011
	2012
	2013
	2014
	2015
	TOTAL

	Bond Value
	$5,000,000
	$70,000,000
	$150,000,000
	$150,000,000
	$130,000,000
	$505,000,000

	Average Coupon (Interest) Rate
	4.74%
	4.76%
	5.30%
	5.68%
	6.01%
	

	Debt Service
	$8,586,984
	$120,461,348
	$272,420,147
	$282,697,792
	$252,865,607
	$937,031,878


State and Local Cost Estimate – Assumptions
The Washington State Department of Commerce, Washington State Department of General Administration and Washington State University Energy Program will incur costs to develop and administer the competitive grant program. Costs include staff salaries and benefits, grant administration, grant workshops, supplies and materials. The Washington State Department of General Administration will incur additional costs to conduct energy saving audits for grant applicants and to manage approved projects. The Washington State Department of Revenue will incur costs to refund sales tax to persons who have purchased bottled water with a prescription or who have no potable water. Total costs are estimated to average $2,195,409 annually. Data below are supplied by state agencies.

State Costs

	Fiscal Year
	2011
	2012
	2013
	2014
	2015

	Dept. of Commerce
	$779,917
	$639,114
	$639,114
	$639,114
	$639,114

	Dept. of General Administration
	$16,222
	$2,026,151
	$2,026,151
	$1,701,403
	$1,701,403

	WSU Energy Program
	$48,421
	$17,880
	$17,880
	$17,880
	$17,880

	Dept. of Revenue
	$0
	$0
	0
	$0
	$49,400

	Total State Costs
	$844,560
	$2,683,145
	$2,683,145
	$2,358,397
	$2,407,797
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Explanatory Statement

The Law as it Presently Exists

The State of Washington issues bonds as one way of borrowing money for various public purposes. Bonds are written agreements, under which the state agrees to pay the borrowed money back over a stated period of time, with interest. One type of bond is referred to as a “general obligation bond,” which means that the state promises to repay the bonds from its general revenues, rather than from a dedicated source of revenue. The state pledges its full faith and credit toward the repayment of general obligation bonds. The state constitution limits the amount of money the state can borrow, except for debt approved by the voters.


The state receives revenue in the form of taxes, including the state sales tax. The sales tax currently applies to most purchases of bottled water. The law makes exceptions for bottled water that is sold for certain medical purposes, or to people who do not otherwise have a readily available source of clean water. Current law also provides that the application of the sales tax to bottled water will expire July 1, 2013, and after that date the sales tax will no longer apply to purchases of bottled water.


The Effect of the Proposed Measure if Approved

This measure asks the voters to approve the state’s issuance of general obligation bonds to pay for certain construction and repair projects to improve energy efficiency in public schools and in higher education buildings. The measure would authorize the state to borrow $505 million by issuing bonds to be repaid from future revenue.  


The money raised by selling the bonds would be deposited into the state treasury, and would be used to make financial grants to public school districts, public universities, colleges and community colleges, and other public agencies. The grants would be used to pay for capital improvements for energy, utility, and operational cost savings.


Grants would be awarded on a competitive basis, based on applications explaining what particular projects applicants propose to use the money to achieve. Grants would be awarded in competitive rounds, with at least five percent of the money in each round awarded to small public school districts with fewer than one thousand students. Each project would be weighted, based on: (a) the availability of nonstate money to assist in funding the project; (b) the energy savings to be achieved by the project; and (c) how quickly the project could be ready to proceed. The dollar amounts awarded for each project would be determined in order to fund the maximum number of projects with the greatest energy and cost benefit. Only eight-five percent of projects for which applications are submitted could be funded in each round, until the last round.

General state revenues would be used to repay the bonds. If the voters approve this measure, then an amendment to state law would take effect that removes the expiration date for applying the state sales tax to purchases of bottled water. This would have the effect of continuing the collection of sales tax on purchases of bottled water after July 1, 2013, when that tax would otherwise expire. This measure states that the legislature intends to increase state revenue in this way in order to pay for a portion of the costs of repaying the bonds authorized by this measure.
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Statements For and Against

	Statement For 
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	Statement Against 

	Referendum 52: Healthy Schools for Washington
Our kids deserve safe, healthy learning environments. But too many of our school buildings are aging and dilapidated. Many are riddled with mold, lead, asbestos and other toxins. Referendum 52 will change that by creating $505 million in bonding capacity dedicated to repairing public schools, community colleges and university buildings across the state. Taxpayers will save an estimated $130 million annually in energy costs. 

Making Our Schools Safe for Learning
Referendum 52 will protect our kids by helping to remove asbestos, mold and other toxic substances from contaminated public school buildings. It will repair heating and air conditioning systems and replace deteriorating windows so our schools provide a healthy environment where kids can focus on learning. Our kids should not be put at risk by going to school -- Referendum 52 will make our schools safer.

Creating Jobs Across the State
New improvements mean new jobs. Last year over 105,000 jobs were lost in Washington State. Repairing our aging school buildings will create 30,000 new construction jobs. Every school district will benefit, which will bring new employment opportunities to every community across Washington State.

Saving Energy and Money
Referendum 52 will save taxpayers money. It requires that only projects with energy cost savings greater than the cost of the project can receive funding. All spending will be subject to audits, and must be fully publicly disclosed. 

Referendum 52 means safer schools, more jobs, and lower costs over time. Vote yes on Referendum 52.
	
	Vote No on Referendum 52: More Debt and Taxes Aren’t the Answer

Already, State Government's Debt Per Person is Nearly Twice the National Average
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Debt Service has Grown Faster than Education Spending; R-52 Exacerbates the Problem
Debt expenses consume 84% more taxpayer dollars now than 12 years ago, reaching $1.8 billion in the 2010 budget. Debt service costs more than the Department of Corrections, UW, WSU, or state parks.  

Olympia should be reducing debt; higher debt costs mean less for core services.

R-52 Sidesteps Constitutional Debt Limit that Protects Taxpayers
R-52 authorizes debt outside the Article 8, Section 1 constitutional limit. This is unwise and unnecessary. Lottery proceeds should go to school construction, but they and other funds (nearly $1 billion total) are being diverted. Trading huge long-term debt and a permanent bottled-water tax for short-term jobs doesn’t add up.  

More debt? More taxes? Please vote no on R-52.

	Rebuttal of Statement Against 
	
	Rebuttal of Statement For 

	R-52 will reduce State debt: Contrary to the opponents’ claims, R-52 will lower state debt over time. Repairing existing schools will extend the life of school buildings. Less new building construction means less new debt – saving an estimated $600 million in new school construction bonds over the next eight years. R-52 will save energy and money, create jobs and make schools healthy places for our kids to learn. Approve R-52!
	
	Schools? Only 5% is guaranteed to K-12. Most funds will go to universities.

Jobs? The state's economists estimate 5,700 short-term construction jobs, not 30,000. The nearly $1 billion cost of repaying R-52 costs taxpayers $162,000 per job.

Health? For 40 years, state law has required healthy schools. R-52 criteria make no mention of asbestos, mold, or school health. This is "bait-and-switch."

Washingtonians already bear more government debt per person than Californians. Vote no.

	Statement Prepared By 
	
	Statement Prepared By 

	Ralph Munro, former Republican Secretary of State; Sharon Ness, Pierce County Nurse; Patrick Nicholson, Head Custodian Kitsap School District, Washington Education Association; Rick Schrader, Spokane small business Pro-Heating and Air Conditioning; Joan Crooks, Executive Director Washington Environmental Council; Eric Martinson, Sheet Metal Workers Local 66.

For more information:
(206) 434-0979
www.HealthyschoolsforWA.org
	
	Joseph Zarelli, State Senator, Ranking Member, Ways and Means Committee; Judy Warnick, State Representative, Ranking Member, Capital Budget Committee; Rodney Tom, State Senator, Vice-Chair, Ways and Means Committee.

For more information:
No information submitted


