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HOUSE BI LL 2202

State of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on
By Representative Dyer; by request of Revenue

Read first tine 02/ 26/97. Referred to Comm ttee on Fi nance.

AN ACT Rel ating to nodifying the tobacco products tax by clarifying
the base, but not changing the rates; anmending RCW 82.26.010,
82. 26. 020, and 82. 26. 025; and creating a new section.

BE I T ENACTED BY THE LEQ SLATURE OF THE STATE OF WASHI NGTON:
NEW SECTI ON. Sec. 1. It is the intent of the legislature to

clarify that the neasure of the tobacco products tax is on the
established price at which the product is offered to a purchaser, by or

t hrough, a manufacturer. The tobacco products tax is inposed once
during the manufacturer-to-consuner chain of supply. The tax is
i nposed on the first person who brings, or causes to be brought, the
tobacco product into the state. Tobacco products are al nost

exclusively manufactured outside of the state of Washington

CGenerally, it is a wholesaler, buying froma manufacturer, who is the
first person to bring the tobacco product into this state, although
sone retailers do buy directly from manufacturers. It is this
whol esal er or retailer from whom tax is usually collected. The tax
rate is applied against the tax base, resulting in tax owed. The tax
base is the price at which the wholesaler or retailer purchases the
pr oduct .
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The legislature’s original intent in enacting this law was to
i npose the tax upon the whol esal er who purchases fromthe manufacturer
or the retailer who purchases from the manufacturer, these persons
conputing tax on the price they paid for the product. It was not the
intent of the legislature to afford a manufacturer, wutilizing a
marketing affiliate or affiliates, a conpetitive advantage through a
tax likely to be reduced by reason of the price of a tobacco product
based upon a sal e and purchase between related entities.

Sec. 2. RCWS82.26.010 and 1995 ¢ 278 s 16 are each anended to read
as follows:

As used in this chapter:

(1) "Tobacco products" neans cigars, cheroots, stogies, periques,
granul ated, plug cut, crinp cut, ready rubbed, and other snoking
t obacco, snuff, snuff flour, cavendish, plug and tw st tobacco, fine-
cut and other chewi ng tobaccos, shorts, refuse scraps, clippings,
cuttings and sweepings of tobacco, and other kinds and fornms of
t obacco, prepared in such manner as to be suitable for chewi ng or
snoking in a pipe or otherw se, or both for chew ng and snoking, but
shall not include cigarettes as defined in RCW82.24. 010;

(2) "Manufacturer" neans a person who manufactures and sells
t obacco products;

(3) "Distributor” neans (a) any person engaged in the business of
selling tobacco products in this state who brings, or causes to be
brought, into this state fromw thout the state any tobacco products
for sale, (b) any person who makes, manufactures, or fabricates tobacco
products in this state for sale in this state, (c) any person engaged
in the business of selling tobacco products without this state who
shi ps or transports tobacco products to retailers in this state, to be
sold by those retailers;

(4) "Subjobber" means any person, other than a manufacturer or
di stributor, who buys tobacco products from a distributor and sells
themto persons other than the ultimte consuners;

(5) "Wol esal er” neans a person who nmakes "sales at wholesale," as
defined in chapter 82.04 RCW of tobacco products;

(6) "Retailer" neans any person engaged in the business of selling
t obacco products to ultimte consuners;

((6£6)y)) (7) "Sal e" nmeans any transfer, exchange, or barter, in any
manner or by any neans whatsoever, for a consideration, and includes
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and neans all sal es nade by any person. It includes a gift by a person
engaged in the business of selling tobacco products, for adverti sing,
as a neans of evading the provisions of this chapter, or for any other
pur poses what soever;

((£Ah—\holesale)) (8) "Distribution sales price" neans the
((established)) price for which a manufacturer or a manufacturer’s
affiliate sells a tobacco product ((te—a—distributer)), exclusive of
any discount or other reduction, to a wholesaler or retailer, who is
not an affiliate of the manufacturer. Sales between affiliates are not
sales for the purpose of establishing distribution sales price;

((6£8Y)) (9) "Business" neans any trade, occupation, activity, or
enterprise engaged in for the purpose of selling or distributing
t obacco products in this state;

((69Y)) (10) "Place of business" neans any place where tobacco
products are sold or where tobacco products are manufactured, stored,
or kept for the purpose of sale or consunption, including any vessel,
vehicle, airplane, train, or vendi ng machi ne;

((£26))) (11) "Retail outlet" nmeans each place of business from
whi ch tobacco products are sold to consuners;

((H)) (12) "Departnent” neans the state departnent of revenue;,

(13) "Affiliate" nmeans a person whose relationship wth another
person is such that one person either directly or indirectly controls
or has the power to control the other, or two or nore persons over
which a third party or parties has the power to control such persons or
does control such persons.

Sec. 3. RCW 82. 26. 020 and 1993 c¢ 492 s 309 are each anended to
read as foll ows:

(1) There is levied and there shall be collected a tax upon the
sale, wuse, consunption, handling, or distribution of all tobacco
products in this state at the rate of forty-five percent of the
((whelesale)) distribution sales price of such tobacco products.

(2) Taxes under this section shall be inposed at the tinme the
distributor (a) brings, or causes to be brought, into this state from
W t hout the state tobacco products for sale, (b) makes, nmanufactures,
or fabricates tobacco products inthis state for sale in this state, or
(c) ships or transports tobacco products toretailersinthis state, to
be sold by those retailers.
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(3) An additional tax is inposed equal to seven percent nultiplied
by the tax payabl e under subsection (1) of this section.

(4) An additional tax is inposed equal to ten percent of the
((whelesale)) distribution sales price of tobacco products. The noneys
collected under this subsection shall be deposited in the health
servi ces account created under RCW 43. 72. 900.

Sec. 4. RCWB82.26.025 and 1986 ¢ 3 s 14 are each anmended to read
as follows:

(1) In addition to the taxes i nposed under RCW82. 26. 020, there is
levied and there shall be collected a tax upon the sale, use,
consunption, handling, or distribution of all tobacco products in this
state at the rate of sixteen and three-fourths percent of the
((whelesale)) distribution sales price of such tobacco products. Such
tax shall be inposed at the tinme the distributor (a) brings, or causes
to be brought, into this state fromw thout the state tobacco products
for sale, (b) makes, manufactures, or fabricates tobacco products in
this state for sale in this state, or (c) ships or transports tobacco
products to retailers in this state, to be sold by those retailers.

(2) The noneys coll ected under this section shall be deposited in
the water quality account under RCW 70. 146. 030 t hrough June 30, 2021,
and in the general fund thereafter.

~-- END ---
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