RESOLUTION NO. M-2569

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF OLYMPIA, WASHINGTON,
OPPOSING THE PASSAGE OF WASHINGTON STATE BALLOT INITIATIVE NO. 2109, WHICH
WOULD REPEAL AN EXCISE TAX IMPOSED ON THE SALE OR EXCHANGE OF CERTAIN
LONG-TERM CAPITAL ASSETS BY INDIVIDUALS WHO HAVE ANNUAL CAPITAL GAINS OF
OVER $250,000

WHEREAS, Initiative No. 2109 concerns taxes and would repeal an excise tax imposed on the sale or
exchange of certain long-term capital assets by individuals who have annual capital gains of over
$250,000 and will be before Washington State voters at the General Election on November 5, 2024; and

WHEREAS, this measure, if approved by voters, would repeal an excise tax imposed on the sale or
exchange of certain long-term capital assets by individuals who have annual capital gains of over
$250,000. Currently, the State of Washington imposes various taxes to raise revenue to fund state
government. Those taxes include the retail sales tax, the business and occupation tax, the state property
tax, and various other state taxes. In 2021, the Legislature passed a law creating a tax on the sale or
exchange of certain long-term capital assets, commonly referred to as a “capital gains tax;” and

WHEREAS, the capital gains tax applies to only some types of capital assets held for longer than a year,
such as stocks, bonds, precious metals, or artwork. The tax does not apply to the sale of certain assets,
including:

e real estate;

e retirement savings accounts or deferred compensation accounts;

e cattle, horses, or breeding livestock if more than 50 percent of the taxpayer’s income is
from farming or ranching;

e property that is depreciable or that is treated as an expense under identified federal tax
laws;

e timber or timberland, including sales of timber or timberland that result in dividends or
distributions from real estate investment trusts;

e certain commercial fishing privileges; and

e goodwill received from the qualifying sale of an auto dealership.

The capital gains tax allows an annual, standard deduction of $250,000 for each taxpayer, which means
that the tax applies only to taxpayers who make capital gains over $250,000 in any tax year. For spouses
and domestic partners, the combined standard deduction is limited to $250,000, regardless of whether
they file joint or separate returns; and

WHEREAS, the tax rate is seven percent for covered gains. So, for example, if a person bought $150,000
worth of stock and sold it ten years later for $500,000, they would have a net gain of $350,000. The first
$250,000 of that gain would be exempt from tax, and the taxpayer would owe seven percent tax on the
remaining $100,000 of gain, for a total capital gains tax due of $7,000; and

WHEREAS, the capital gains tax also allows several other deductions, including:



e gains from the sale or transfer of a qualifying family-owned business that had gross revenue
of less than $10 million within the past year; and
e charitable donations above $250,000, up to a maximum $100,000 deduction; and

WHEREAS, the law also sets forth how the tax is administered. It includes provisions for allocating gains
to Washington versus other states, credits for certain taxes paid to other states, procedures for filing tax
returns, and penalties for attempts to evade payment of the tax. Certain figures, like the standard
$250,000 deduction, the qualifying gross revenue for the small-business deduction, and charitable
donation amounts, are adjusted annually based on inflation; and

WHEREAS, the first $500 million collected from the capital gains tax each year is deposited into the
education legacy trust account, which supports K-12 education, expands access to higher education, and
provides funding for early learning and childcare programs. Any amounts collected above $500 million
are applied to the common school construction account, which funds the construction of facilities for
common schools; and
WHEREAS, Initiative No. 2109 is as follows:

BALLOT TITLE

Statement of Subject: Initiative Measure No. 2109 concerns taxes.

Concise Description: This measure would repeal an excise tax imposed on the sale or exchange of
certain long-term capital assets by individuals who have annual capital gains of over $250,000.

Should this measure be enacted into law? Yes|[] No[]
and

WHEREAS, if approved by Washington’s voters, this measure would repeal the capital gains law, and
Washington State would no longer impose taxes on the sale or exchange of long-term capital assets.
This would also eliminate the funding collected from the tax that currently goes to K-12 education,
higher education, early learning, childcare, and school construction; and

WHEREAS, RCW 42.17A. 555(1) authorizes the City Council to take action to express a collective
decision, or to actually vote upon a motion, proposal, or ordinance, or to support or oppose a ballot
measure so long as (a) the agenda item includes the title and number of the ballot proposition, and (b)
members of the public and councilmembers are afforded an approximately equal opportunity to express
an opposing view; and

WHEREAS, consistent with RCW 42.17A.555(1), the Olympia City Council considered Initiative No. 2109
at its October 15, 2024, Regular Meeting, and during said meeting, the City Council afforded members of
the public and Council an approximately equal opportunity for expression of a supporting or opposing
view on Initiative No. 2109;

NOW, THEREFORE, THE OLYMPIA CITY COUNCIL DOES HEREBY RESOLVE as follows:



1. Statement in Opposition to Initiative No. 2109. The Olympia City Council hereby expresses its
opposition to Initiative No. 2109 at the November 5, 2024, General Election, a measure seeking to
repeal the capital gains law, which if passed, Washington State would no longer impose taxes on the
sale or exchange of long-term capital assets. Such repeal would eliminate the funding collected
from the tax that currently goes to K-12 education, higher education, early learning, childcare, and
school construction

2. This Resolution shall take effect and be in full force immediately upon passage by the City Council.

PASSED BY THE OLYMPIA CITY COUNCIL this _15th day of _October 2024.

“MAYOR
ATTEST:

CITY CLERK

APPROVED AS TO FORM:

Mark Barber
CITY ATTORNEY
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