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Brief Description: Providing sales and use tax exemptions for film and video production
companies.

Sponsors: House Committee on Finance (originally sponsored by Representatives Van
Luven, Sheldon and Smith).

House Committee on Finance

Background: The state retail sales tax is imposed on retail sales of most items of
tangible personal property and some services. The retail sales tax is also imposed on
the rental of tangible personal property. The sales tax is paid by the purchaser and
collected by the seller. The state sales tax rate is 6.5 percent of the selling price.
Local governments may levy additional sales taxes. The total state and local rate
varies from 7 percent to 8.2 percent, depending on the location.

The use tax is imposed on the use of articles of tangible personal property when the
sale or acquisition of the property has not been subject to sales tax. Use tax is equal
to the sales tax rate multiplied by the value of the property used. The use tax
commonly applies in respect to property acquired from out of state.

The use tax also applies to the use of tangible personal property in this state by
nonresident businesses in cases where the sales tax has not already been paid. If
property is used in this state by a nonresident business for less than 180 days in a
365-day period, the use tax is based on the reasonable rental value for the period,
rather than the full value of the property. The use tax does not apply to services.

Summary: Production equipment rented to motion picture or video production
businesses is exempt from sales and use taxes. Production equipment includes
cameras, vans and trucks specifically equipped for motion picture or video
production, wardrobe and makeup trailers, special effects and stunt equipment,
telepromoters, sound recording equipment, and similar equipment. Production
services provided to motion picture or video production businesses are exempt from
sales tax, including processing, printing, editing, duplicating, and similar services.

These exemptions are not available to businesses that are engaged in the production of
erotic material.
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Votes on Final Passage:

House 96 2

First Special Session
House 88 9

Second Special Session
House 87 6
Senate 41 5

Effective: July 1, 1995
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