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HOUSE BI LL 2425

State of WAshi ngt on 55th Legislature 1998 Regul ar Sessi on
By Representative B. Thonmas

Read first tine . Referred to Commttee on

AN ACT Rel ating to tel ecomruni cati on and ener gy taxes; anmendi ng RCW
82.04. 065, 82.04.050, 82.04.060, 82.04.120, 82.04.425, 82.04.460,
82.08. 020, 82.08.0289, 82.12.010, 82.12.020, 82.12.023, 82.12.035,
82.14. 020, 82.14.030, 82.16.010, 82.16.020, 82.16.050, 35.21.710,
35.21.714, 35.21.715, 35.21.860, 35A 82.050, 35A 82.060, 35A. 82.065,
and 54.28.070; reenacting and amendi ng RCW 82. 04. 190 and 82. 08. 02565;
addi ng new sections to chapter 82.04 RCW adding a new section to
chapter 82.08 RCW adding a new section to chapter 82.14 RCW creating
new sections; repeal i ng RCW35. 21. 711, 35.21.712, 35.21.865, 35.21.870,
35.21.871, 35A.82.055, 35A 82.070, 82.08.026, 82.12.022, 82.14.230,
82.16. 053, and 82.16.090; and providing an effective date.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

PART |
GENERAL DEFI NI TI ONS AND BUSI NESS AND OCCUPATI ON TAX

Sec. 101. RCW 82. 04. 065 and 1997 ¢ 304 s 5 are each anended to
read as fol |l ows:
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"Tel econmuni cati on” neans the transni ssion, between or anong points

specified by the user, of information of the user’s choosi ng, wthout
change in the formor content of the information as sent and received.

(2) "((Network—telephone)) Telecomunication service" nmeans the

providing by any person of access to a local ((telephene))
tel ecommuni cation network, local ((telephoene)) teleconmunication

network switching service, toll service, or coin ((telephene))
t el ecomruni cation services, or the providing of telephonic, video

data, or simlar communication or transm ssion for hire, via a ((teeal
telephone)) telecomunication network, toll line or channel, cable,
m crowave, or simlar conmuni cation or transm ssion system " ((Netwerk
telephene)) Telecomunication service" includes interstate and
international service, including toll service, originating from or

recei ved on tel ecommuni cati ons equi pnment or apparatus in this state if
the charge for the service is billed to a person in this state.

"(( Netwerk——telephone)) Telecommunication service" includes the

provi sion of transmssion to and fromthe site of an internet provider

via a |l ocal tel ephone network, toll line or channel, cable, m crowave,
or simlar comunication or transm ssion system " (( Net-werk
telephoene)) Tel ecommuni cation service" does not include the providing

of ((eonpetitivetelephone—serviece—theprovidingof)) cable television

service, the providing of broadcast services by radio or television
stations, the providing of one-way radio paging or notification
services, nor the provision of internet service as defined in RCW

82.04. 297, including the reception of dial-in connection, provided at
the site of the internet service provider.
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NEW SECTI ON.  Sec. 102. A new section is added to chapter 82.04
RCW to be codified before RCW82.04.220, to read as foll ows:

"El ectrical service" neans the provision of electricity, including
but not limted to generation, production, transm ssion, aggregation,
di stribution, and delivery.

NEW SECTION. Sec. 103. A new section is added to chapter 82.04
RCW to be codified before RCW82.04.220, to read as foll ows:

"Gas service" neans the provision of natural or manufactured gas
through a pipeline, including but not I|imted to generation
production, transm ssion, aggregation, distribution, and delivery.

Sec. 104. RCW 82. 04. 050 and 1997 c¢ 127 s 1 are each anended to
read as foll ows:

(1) "Sale at retail" or "retail sale" neans every sale of tangible
personal property (including articles produced, fabricated, or
inprinted) to all persons irrespective of the nature of their business
and i ncl udi ng, anong others, without limting the scope hereof, persons
who install, repair, clean, alter, inprove, construct, or decorate real
or personal property of or for consuners other than a sale to a person
who presents a resale certificate under RCW 82. 04. 470 and who:

(a) Purchases for the purpose of resale as tangi ble personal
property in the regular course of business w thout intervening use by
such person; or

(b) Installs, repairs, cleans, alters, inprints, inproves,
constructs, or decorates real or personal property of or for consuners,
i f such tangi bl e personal property beconmes an ingredi ent or conponent
of such real or personal property wthout intervening use by such
person; or

(c) Purchases for the purpose of consum ng the property purchased
in producing for sale a new article of tangible personal property or
subst ance, of which such property becones an i ngredi ent or conponent or
is a chemcal used in processing, when the primary purpose of such
chemcal is to create a chem cal reaction directly through contact with
an ingredient of a new article being produced for sale; or

(d) Purchases for the purpose of consum ng the property purchased
in producing ferrosilicon which is subsequently used in producing
magnesi um for sale, if the primary purpose of such property is to
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create a chem cal reaction directly through contact with an i ngredi ent
of ferrosilicon((i—er

8204-065)).

The term shall include every sale of tangible personal property
whi ch is used or consuned or to be used or consuned in the performance
of any activity classified as a "sale at retail"” or "retail sale" even

t hough such property is resold or utilized as provided in (a), (b),
(c), or (d)((;—efe))) of this subsection follow ng such use. The
term al so neans every sale of tangi ble personal property to persons
engaged in any business which is taxable under RCW 82.04.280 (2) and
(7) and 82. 04. 290.

(2) The term"sale at retail” or "retail sale" shall include the
sal e of or charge nmade for tangible personal property consuned and/ or
for | abor and services rendered in respect to the foll ow ng:

(a) The installing, repairing, cleaning, altering, inprinting, or
i nprovi ng of tangi bl e personal property of or for consuners, including
charges made for the nmere use of facilities in respect thereto, but
excl udi ng sal es of | aundry service to nenbers by nonprofit associ ations
conposed exclusively of nonprofit hospitals, and excluding services
rendered in respect to live animals, birds and insects;

(b) The constructing, repairing, decorating, or inproving of new or
exi sting buildings or other structures under, wupon, or above real
property of or for consuners, including the installing or attaching of
any article of tangible personal property therein or thereto, whether
or not such personal property becones a part of the realty by virtue of
installation, and shall also include the sale of services or charges
made for the clearing of land and the noving of earth excepting the
nmere |l eveling of land used in comercial farmng or agriculture;

(c) The charge for labor and services rendered in respect to
constructing, repairing, or inproving any structure upon, above, or
under any real property owned by an owner who conveys the property by
title, possession, or any other neans to the person perform ng such
construction, repair, or inprovenent for the purpose of performng such
construction, repair, or inprovenent and the property is then
reconveyed by title, possession, or any other nmeans to the origina
owner ;
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(d) The sale of or charge nmade for |abor and services rendered in
respect to the cleaning, fumgating, razing or noving of existing
buil di ngs or structures, but shall not include the charge nade for
janitorial services; and for purposes of this section the term
"janitorial services" shall nmean those cl eani ng and car et aki ng servi ces
ordinarily performed by comrercial janitor service businesses
including, but not limted to, wall and w ndow washi ng, fl oor cl eaning
and waxing, and the cleaning in place of rugs, drapes and uphol stery.
The term "janitorial services" does not include painting, papering,
repairing, furnace or septic tank cleaning, snow renoval or
sandbl asti ng;

(e) The sale of or charge made for |abor and services rendered in
respect to autonobile towing and simlar autonotive transportation
services, but not in respect to those required to report and pay taxes
under chapter 82.16 RCW

(f) The sale of and charge nmade for the furnishing of |odging and
all other services by a hotel, room ng house, tourist court, notel
trailer canmp, and the granting of any simlar license to use rea
property, as distinguished from the renting or |easing of real
property, and it shall be presuned that the occupancy of real property
for a continuous period of one nonth or nore constitutes a rental or
| ease of real property and not a nere license to use or enjoy the sane;

(g) The sale of or charge made for tangible personal property,
| abor and services to persons taxable under (a), (b), (c), (d), (e),
and (f) of this subsection when such sales or charges are for property,
| abor and services which are used or consunmed in whole or in part by
such persons in the performance of any activity defined as a "sale at
retail"™ or "retail sale" even though such property, |abor and services
may be resold after such use or consunption. Nothing contained in this
subsection shall be construed to nodi fy subsection (1) of this section
and nothing contained in subsection (1) of this section shall be
construed to nodify this subsection

(3) The term"sale at retail"”™ or "retail sale" shall include the
sal e of or charge nade for personal, business, or professional services
i ncl udi ng anounts designated as interest, rents, fees, adm ssion, and
other service enolunents however designated, received by persons
engaging in the foll ow ng business activities:
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(a) Anusenent and recreation services including but not limtedto
golf, pool, billiards, skating, bowing, ski lifts and tows, day trips
for sightseeing purposes, and others, when provided to consuners;

(b) Abstract, title insurance, and escrow services;

(c) Credit bureau services;

(d) Autonobile parking and storage garage services;

(e) Landscape mai nt enance and horticul tural services but excluding
(1) horticultural services provided to farnmers and (ii) pruning,
trimmng, repairing, renoving, and clearing of trees and brush near
electric transm ssion or distribution |lines or equipnent, if perforned
by or at the direction of an electric utility;

(f) Service charges associated wth tickets to professional
sporting events; and

(g) The follow ng personal services: Physical fitness services,
tanni ng sal on services, tattoo parlor services, steam bath services,
turkish bath services, escort services, and dating services.

(4) The termshall also include the renting or |easing of tangible
personal property to consuners and the rental of equipnment with an
oper at or.

(5) The term shall also include the providing of ((telephene))

t el ecommuni cati on service, ((as—def+ned+nREOAN8204-065)) electrica
service, and gas service, to consuners.

(6) The termshall not include the sale of or charge nmade for | abor
and services rendered in respect to the building, repairing, or
i nproving of any street, place, road, highway, easenent, right of way,
mass public transportation termnal or parking facility, bridge,
tunnel, or trestle which is owed by a nmunicipal corporation or
political subdivision of the state or by the United States and which is
used or to be used primarily for foot or vehicular traffic including
mass transportation vehicles of any kind.

(7) The term shall also not include sales of chem cal sprays or
washes t o persons for the purpose of postharvest treatnent of fruit for
the prevention of scald, fungus, nold, or decay, nor shall it include
sales of feed, seed, seedlings, fertilizer, agents for enhanced
pollination including insects such as bees, and spray materials to:
(a) Persons who participate in the federal conservation reserve
program the environnental quality incentives program the wetl ands
reserve program and the wildlife habitat incentives program or their
successors adm ni stered by the United States departnent of agriculture;
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(b) farmers for the purpose of producing for sale any agricultura
product; and (c) farmers acting under cooperative habitat devel opnment
or access contracts with an organi zati on exenpt fromfederal incone tax
under 26 U. S.C. Sec. 501(c)(3) or the Washi ngton state departnent of
fish and wldlife to produce or inprove wldlife habitat on | and that
the farmer owns or | eases.

(8) The termshall not include the sale of or charge nmade for | abor
and services rendered in respect to the constructing, repairing,
decorating, or inproving of new or existing buildings or other
structures under, upon, or above real property of or for the United
States, any instrunentality thereof, or a county or city housing
authority created pursuant to chapter 35.82 RCW including the
installing, or attaching of any article of tangi ble personal property
therein or thereto, whether or not such personal property becones a
part of the realty by virtue of installation. Nor shall the term
i nclude the sale of services or charges nade for the clearing of |and
and the moving of earth of or for the United States, any
instrunmentality thereof, or a county or city housing authority. Nor
shall the term include the sale of services or charges made for
cleaning up for the United States, or its instrunentalities,
radi oactive waste and other byproducts of weapons production and
nucl ear research and devel opnent.

Sec. 105. RCW 82.04.060 and 1996 c¢ 148 s 3 are each anended to
read as foll ows:

"Sal e at whol esal e" or "whol esal e sal e" neans any sal e of tangible
personal property, any sale of anusenent or recreation services as
defined in RCW82.04.050(3)(a), or any sale of ((telephene—serviece-as
def+ned—n—RCOW—82-04-065)) telecomunication service, electrical
service, or gas service, which is not a sale at retail and neans any
charge made for |abor and services rendered for persons who are not
consuners, in respect to real or personal property, if such charge is
expressly defined as a retail sale by RCW82. 04. 050 when rendered to or
for consuners: PROVIDED, That the term"real or personal property" as
used in this section shall not include any natural products naned in
RCW 82. 04. 100.

Sec. 106. RCW 82.04. 120 and 1997 ¢ 384 s 1 are each anended to
read as fol |l ows:
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"To manufacture" enbraces all activities of a commercial or
industrial nature wherein labor or skill is applied, by hand or
machi nery, to materials so that as a result thereof a new, different or
useful substance or article of tangible personal property is produced
for sale or commercial or industrial wuse, and shall include the
production or fabrication of special nade or custommnade articles, and
the generation or production of electrical energy.

"To manufacture” shall not include: Conditioning of seed for use
in planting; cubing hay or alfalfa; or activities which consist of
cutting, grading, or ice glazing seaf ood whi ch has been cooked, frozen,
or canned outside this state.

Sec. 107. RCW 82.04.190 and 1996 ¢ 173 s 2, 1996 c¢ 148 s 4, and
1996 ¢ 112 s 2 are each reenacted and anended to read as foll ows:

"Consuner" means the foll ow ng:

(1) Any person who purchases, acquires, owns, holds, or uses any
article of tangi bl e personal property irrespective of the nature of the
person’s business and including, anong others, without limting the
scope hereof, persons who install, repair, clean, alter, inprove
construct, or decorate real or personal property of or for consuners
ot her than for the purpose (a) of resale as tangible personal property
in the regul ar course of business or (b) of incorporating such property
as an ingredient or conponent of real or personal property when
installing, repairing, cleaning, altering, inprinting, inproving,
constructing, or decorating such real or personal property of or for
consuners or (c) of consum ng such property in producing for sale a new
article of tangible personal property or a new substance, of which such
property becones an ingredient or conponent or as a chemcal used in
processi ng, when the primary purpose of such chemcal is to create a
chem cal reaction directly through contact with an ingredi ent of a new
article being produced for sale or (d) purchases for the purpose of
consum ng the property purchased in producing ferrosilicon which is
subsequently wused in producing nagnesium for sale, if the primry
pur pose of such property is to create a chemcal reaction directly
t hrough contact with an ingredient of ferrosilicon;

(2)(a) Any person engaged in any business activity taxable under
RCW 82. 04. 290; (b) any person who purchases, acquires, or uses any
( (telephone—serviece—as—deftned—+n—REOAN-82-04-065)) tel ecomunication

service, electrical service, or gas service, other than for resale in

HB 2425 p. 8



© 00 N O Ol WDN P

W W W W W W WwWwWWwWwWwWMNDNDNDNDNMDMNDNDNDNDNMNNMDNNMNMNNMNMNNNREPRPRPPRPPRPEPRPPERPPRPRPRERPR
© 00 N O Ol WNPEFEP O O 0w NO UG WODNPEFEP O O W NO O DN - O

the regular course of business; and (c) any person who purchases,
acquires, or uses any anusenent and recreation service defined in RCW
82.04.050(3)(a), other than for resale in the regular course of
busi ness;

(3) Any person engaged in the business of contracting for the
buil ding, repairing or inproving of any street, place, road, highway,
easenent, right of way, mass public transportation term nal or parking
facility, bridge, tunnel, or trestle which is owned by a nunicipa
corporation or political subdivision of the state of Washington or by
the United States and which is used or to be used primarily for foot or
vehi cul ar traffic including mass transportation vehicles of any kind as
defined in RCW82. 04. 280, in respect to tangi bl e personal property when
such person i ncorporates such property as an i ngredi ent or conponent of
such publicly owned street, place, road, highway, easenent, right of
way, mass public transportation termnal or parking facility, bridge,
tunnel, or trestle by installing, placing or spreading the property in
or upon the right of way of such street, place, road, highway,
easenent, bridge, tunnel, or trestle or in or upon the site of such
mass public transportation termnal or parking facility;

(4) Any person who is an owner, |essee or has the right of
possession to or an easenent in real property which is being
constructed, repaired, decorated, inproved, or otherwise altered by a
person engaged i n business, excluding only (a) municipal corporations
or political subdivisions of the state in respect to | abor and services
rendered to their real property which is used or held for public road
purposes, and (b) the United States, instrunentalities thereof, and
county and city housing authorities created pursuant to chapter 35.82
RCWin respect to | abor and services rendered to their real property.
Not hing contained in this or any other subsection of this definition
shal | be construed to nodify any other definition of "consuner";

(5 Any person who is an owner, |essee, or has the right of
possession to personal property which is being constructed, repaired,
i nproved, cleaned, inprinted, or otherw se altered by a person engaged
i n busi ness;

(6) Any person engaged in the business of constructing, repairing,
decorating, or inproving new or existing buildings or other structures
under, upon, or above real property of or for the United States, any
instrunentality thereof, or a county or city housing authority created
pursuant to chapter 35.82 RCW including the installing or attaching of
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any article of tangible personal property therein or thereto, whether
or not such personal property becones a part of the realty by virtue of
installation; also, any person engaged i n t he busi ness of clearing | and
and noving earth of or for the United States, any instrumentality
thereof, or a county or city housing authority created pursuant to
chapter 35.82 RCW Any such person shall be a consuner within the
meani ng of this subsection in respect to tangi ble personal property
incorporated into, installed in, or attached to such building or other
structure by such person;

(7) Any person who is a lessor of machinery and equipnent, the
rental of which is exenpt fromthe tax inposed by RCW 82. 08. 020 under
RCW 82.08. 02565, with respect to the sale of or charge made for
tangi bl e personal property consuned in respect to repairing the
machi nery and equi pnent, if the tangi bl e personal property has a useful
life of |less than one year; and

(8) Any person engaged in the business of cleaning up for the
United States, or its instrunentalities, radioactive waste and ot her
byproducts of weapons production and nucl ear research and devel opnent.

Not hing contained in this or any other subsection of this
definition shall be construed to nodify any other definition of
"consuner. "

Sec. 108. RCW 82.04. 425 and 1980 ¢ 37 s 78 are each anended to
read as foll ows:

This chapter ((shalt)) does not apply to the follow ng activities:

(1) Sales for resale by persons regularly engaged in the business
of making sales of the type of property so sold to other persons
simlarly engaged in the business of selling such property where
((£2)):__(a) The anmount paid by the buyer does not exceed the anount
paid by the seller to his vendor in the acquisition of the article; and
((£2r)) (b) the sale is made as an accommodation to the buyer to enabl e
himto fill a bona fide existing order of a custoner or is made within
fourteen days to reinburse in kind a previ ous accommbdati on sal e by the
buyer to the seller; ((ner—te))

(2) Sales by a wholly owned subsidiary of a person nmaki ng sal es at
retail which are exenpt under RCW 82.08.0262 when the parent
corporation shall have paid the tax inposed under this chapter; and

(3) Exchanges, deliveries, or transfers of electricity or the
rights thereto by one party to another in which the second party

HB 2425 p. 10
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agrees, subject to the terns and conditions of the agreenent, to
deliver electricity at the sane or another tinme, including, but not
limted to:

(a) The exchange of electricity for electricity between busi nesses
providing electrical service;

(b) The transmission or transfer of electricity by one business
providing electrical service to another business providing electrical
service under an agreenent for coordination of operations anobng power
systens of the Pacific Northwest:;

(c) The Bonneville power administration’s acquisition of electric
power for resale to businesses providing electrical service;

(d) The residential exchange of electric power entered into between
a business providing electrical service and the admnistrator of the
Bonnevill e power adm nistration.

Sec. 109. RCW 82.04.460 and 1985 ¢ 7 s 154 are each anended to
read as foll ows:

(1) Any person rendering services taxable under RCW 82. 04. 290 and
mai nt ai ni ng pl aces of busi ness both within and wi thout this state which
contribute to the rendition of such services shall, for the purpose of
conputing tax liability under RCW 82.04.290, apportion to this state
that portion of his gross income which is derived from services
rendered within this state. Where such apportionnent cannot be
accurately made by separate accounting nethods, the taxpayer shal
apportion to this state that proportion of his total income which the
cost of doing business wthin the state bears to the total cost of
doi ng business both within and without the state.

(2) Notwithstanding the provision of subsection (1) of this
section, persons doing business both within and w thout the state who
recei ve gross incone fromservice charges, as defined in RCW63. 14. 010
(relating to anmounts charged for granting the right or privilege to
make deferred or install ment paynments) or who receive gross i ncone from
engaging in business as financial institutions within the scope of
chapter 82.14A RCW (relating to city taxes on financial institutions)
shal | apportion or allocate gross i ncone taxable under RCW82.04.290 to
this state pursuant to rules pronul gated by the departnment consistent
wWith uniformrules for apportionment or allocation devel oped by the
st at es.
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(3) The departnent shall by rule provide a nethod or nethods of
apportioning or allocating gross incone derived from sales of
((telephone—serviees)) tel ecommunication service, electrical service,
or gas service taxed under this chapter, if the gross proceeds of sales
subj ect to tax under this chapter do not fairly represent the extent of
the taxpayer’s incone attributable to this state. The rules shall be,
so far as feasible, consistent with the nethods of apportionnent
contained in this section and shall require the consideration of those
facts, circunstances, and apportionnent factors as wll result in an
equi table and constitutionally perm ssible division of the services.

PART 11
STATE SALES AND USE TAXES

NEW SECTION. Sec. 201. A new section is added to chapter 82.08
RCWto read as foll ows:

For purposes of this <chapter, "telecomrunication service,"
"electrical service," and "gas service," are defined as provided in
chapter 82.04 RCW

Sec. 202. RCW 82.08.020 and 1992 ¢ 194 s 9 are each anended to
read as foll ows:

(1) There is levied and there shall be collected a tax on each
retail sale in this state. The tax is equal to three percent of the
selling price for sales of tel econmuni cation service, electric service,
and gas service. The tax is equal to six and five-tenths percent of
the selling price for other sales.

(2) There is levied and there shall be collected an additional tax
on each retail car rental, regardless of whether the vehicle is
licensed in this state, equal to five and nine-tenths percent of the
selling price. N nety-one percent of the revenue coll ected under this
subsection shall be deposited and distributed in the sanme nanner as
not or vehicle excise tax revenue collected under RCW 82.44.020(1).
Ni ne percent of the revenue collected under this subsection shall be
deposited in the transportation fund and di stributed in the sane manner
as notor vehicle excise tax revenue coll ected under RCW 82.44.020(2).

(3) The taxes inposed under this chapter shall apply to successive
retail sales of the sanme property.
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(4) The rates provided in this section apply to taxes i nposed under
chapter 82.12 RCWas provided in RCW82. 12. 020.

Sec. 203. RCW 82.08.02565 and 1996 ¢ 247 s 2 and 1996 ¢ 173 s 3
are each reenacted and anended to read as foll ows:

(1) The tax levied by RCW82.08.020 shall not apply to sales to a
manuf acturer or processor for hire of machinery and equi pnent used
directly in a manufacturing operation or research and devel opnent
operation, or to sales of or charges made for |abor and services
rendered in respect to installing, repairing, cleaning, altering, or
i nproving the machinery and equi pnent, but only when the purchaser
provides the seller with an exenption certificate in a formand manner
prescribed by the departnment by rule, and the purchaser provides the
departnment with a duplicate of the certificate or a summary of exenpt
sal es as the departnent may require. The seller shall retain a copy of
the certificate for the seller’s files.

(2) For purposes of this section and RCW 82. 12. 02565:

(a) "Machinery and equi pnent” neans industrial fixtures, devices,
and support facilities, and tangi bl e personal property that becones an
i ngredi ent or conponent thereof, including repair parts and repl acenent
parts. "Machinery and equi prent” includes pollution control equi prment
installed and used in a manufacturing operation or research and
devel opnent operation to prevent air pollution, water pollution, or
contam nation that mght otherwise result from the manufacturing
operation or research and devel opnent operati on.

(b) "Machinery and equi pnent” does not i ncl ude:

(1) Hand tools;

(ii) Property with a useful life of |ess than one year;

(ti1t) Buildings, other than machinery and equipnment that 1is
permanent|ly affixed to or becones a physical part of a building, and

(iv) Building fixtures that are not integral to the manufacturing
operation or research and devel opnent operation that are permanently
affi xed to and becone a physical part of a building, such as utility
systens for heating, ventilation, air conditioning, conmmunications,
pl unbi ng, or electrical.

(c) Machinery and equipnment is "used directly” in a manufacturing
operation or research and devel opment operation if the machinery and
equi pnent :
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(1) Acts upon or interacts with an item of tangible persona
property;

(1i1) Conveys, transports, handles, or tenporarily stores an itemof
tangi bl e personal property at the manufacturing site;

(ti1) Controls, guides, nmeasures, verifies, aligns, regulates, or
tests tangi bl e personal property;

(1v) Provides physical support for or access to tangi ble personal
property;

(v) Produces power for, or |ubricates machinery and equi pnment;

(vi) Produces anot her itemof tangi bl e personal property for use in
t he manufacturing operation or research and devel opnent operation;

(vii) Places tangi bl e personal property in the container, package,
or wrapping in which the tangi bl e personal property is normally sold or
transported; or

(viii) Is integral to research and devel opnent as defined in RCW
82. 63. 010.

(d) "Manufacturing operation” neans the manufacturing of articles,
substances, or commodities for sale as tangi bl e personal property. The
manuf acturing operation begins at the point where the raw materials
enter the manufacturing site and ends at the point where the finished
product | eaves the manufacturing site. The term((alse+neludes)) does
not include the production of electricity, other than that portion of
a cogeneration project that is used to generate power for consunption
within the manufacturing site of which the cogeneration project is an

integral part. The term does not include ((the—production—of

aV¥a¥a N B/EV.VES (~ () ()
Ci VO O~ U

er)) the preparation of food products on the prem ses of a person
selling food products at retail.

(e) "Cogeneration" neans the sinultaneous generation of electrical
energy and | ow grade heat fromthe sane fuel

(f) "Research and devel opnent operation” neans engagi ng i n research
and devel opnment as defined in RCW 82.63.010 by a manufacturer or
processor for hire.

Sec. 204. RCW 82.08.0289 and 1983 2nd ex.s. ¢ 3 s 30 are each
anmended to read as foll ows:

((£2))) The tax levied by RCW 82.08.020 shall not apply to sales
of ((+
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a—Netwerk—telephone—serviee,—eother—than—telH—serviee—teo
restdentt+al—eustoners—

{br—Network—telephone)) tel econmuni cation service whichis paid for
by inserting coins in coin-operated ((telephoenes)) telecomunication
equi pnent .

((£2 . hi Con:

gy I Lept Ccet | I . . .
82.04.065.

' d ol el : Lepl ce

Ce)—"TFoH e d nelud L

feor—acecess—toatoH—calnrgretwerk-))

Sec. 205. RCWS82.12.010 and 1994 c 93 s 1 are each anended to read
as follows:

For the purposes of this chapter:

(1) (a) "Value of the article used" shall nmean the consideration,
whet her noney, credit, rights, or other property except trade-in
property of l|ike kind, expressed in terns of noney, paid or given or
contracted to be paid or given by the purchaser to the seller for the
article of tangi ble personal property or service, the use of which is
taxabl e under this chapter. The term includes, in addition to the
consideration paid or given or contracted to be paid or given, the
anount of any tariff or duty paid with respect to the inportation of
the article used. 1In case the article used is acquired by | ease or by
gift or is extracted, produced, or manufactured by the person using the
same or is sold under conditions wherein the purchase price does not
represent the true value thereof, the value of the article used shal
be determ ned as nearly as possible according to the retail selling
price at place of use of simlar products of |ike quality and character
under such rules as the departnment of revenue may prescribe.

(b) I'n case the articles used are acquired by bail ment, the val ue
of the use of the articles so used shall be in an anmount representing
a reasonable rental for the use of the articles so bailed, determ ned
as nearly as possible according to the value of such use at the places
of use of simlar products of like quality and character under such
rules as the departnent of revenue may prescribe. In case any such
articles of tangible personal property are used in respect to the
construction, repairing, decorating, or inproving of, and whi ch becone
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or are to becone an ingredient or conponent of, new or existing
bui | di ngs or other structures under, upon, or above real property of or
for the United States, any instrunentality thereof, or a county or city
housi ng authority created pursuant to chapter 35.82 RCW including the
installing or attaching of any such articles therein or thereto,
whet her or not such personal property becones a part of the realty by
virtue of installation, then the value of the use of such articles so
used shall be determ ned according to the retail selling price of such
articles, or in the absence of such a selling price, as nearly as
possi bl e according to the retail selling price at place of use of
simlar products of |like quality and character or, in the absence of
either of these selling price neasures, such value may be determ ned
upon a cost basis, in any event under such rules as the departnment of
revenue may prescribe.

(c) In the case of articles owed by a user engaged in business
outside the state which are brought into the state for no nore t han one
hundred eighty days in any period of three hundred sixty-five
consecutive days and which are tenporarily used for business purposes
by the person in this state, the value of the article used shall be an
anount representing a reasonable rental for the use of the articles,
unl ess the person has paid tax under this chapter or chapter 82.08 RCW
upon the full value of the article used, as defined in (a) of this
subsecti on.

(d) I'n the case of articles manufactured or produced by the user
and used in the manufacture or production of products sold or to be
sold to the departnent of defense of the United States, the val ue of
the articles used shall be determi ned according to the value of the
i ngredi ents of such articles.

(e) Inthe case of an article manufactured or produced for purposes
of serving as a prototype for the devel opnent of a new or inproved
product, the value of the article used shall be determ ned by: (i) The
retail selling price of such new or inproved product when first offered
for sale; or (ii) the value of naterials incorporated into the
prototype in cases in which the new or inproved product is not offered
for sale;

(2) "Use," "used," "using," or "put to use" shall have their
ordi nary neani ng, and shall nean.

(a) Wth respect to tangible personal property, the first act
within this state by which the taxpayer takes or assunmes dom nion or
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control over the article of tangi bl e personal property (as a consuner),
and include installation, storage, wthdrawal from storage, or any
ot her act preparatory to subsequent actual use or consunption within
this state; and

(b) Wth respect to a service, the receipt by the taxpayer of any
part of the benefit afforded by the service;

(3) "Taxpayer" and "purchaser" include all persons included within
t he nmeani ng of the word "buyer"” and the word "consuner” as defined in
chapters 82.04 and 82.08 RCW

(4) "Retailer" means every seller as defined in RCW82.08.010 and
every person engaged in the business of selling tangible persona
property at retail and every person required to collect frompurchasers
the tax inposed under this chapter;

(5) The neani ng ascri bed to words and phrases in chapters 82. 04 and
82.08 RCW i nsofar as applicable, shall have full force and effect with
respect to taxes inposed under the provisions of this chapter.
"Consumner," in addition to the neaning ascribed to it in chapters 82.04
and 82.08 RCW insofar as applicable, shall also nean any person who
di stributes or displays, or causes to be distributed or displayed, any
article of tangi ble personal property, except newspapers, the primary
purpose of which is to pronote the sale of products or services.

Sec. 206. RCW 82.12. 020 and 1996 c¢ 148 s 5 are each anended to
read as foll ows:

(1) There is hereby levied and there shall be collected fromevery
person in this state a tax or excise for the privilege of using within
this state as a consuner any article of tangible personal property
purchased at retail, or acquired by |ease, gift, repossession, or
bai | ment, or extracted or produced or manufactured by the person so
using the sanme, or otherwise furnished to a person engaged in any
busi ness taxabl e under RCW 82.04.280 (2) or (7), or any amusenent or
recreation service defined as a retail sale in RCW82. 04. 050(3) (a),_or
any telecommunication service, electrical service, or gas service

defined as a retail sale in RCW82.04.050(5).

(2) This tax shall apply to the use of every service defined as a
retail sale in RCW 82.04.050(3)(a), every tel ecommunication service,
electrical service, or gas service defined as a retail sale in RCW

82.04.050(5), and the wuse of every article of tangible personal

property, including property acquired at a casual or isolated sale, and
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i ncluding byproducts used by the manufacturer thereof, except as
herei nafter provided, irrespective of whether the article or simlar
articles are manufactured or are available for purchase within this
state.

(3) Except as provided in RCW82. 12. 0252, paynent by one purchaser
or user of tangi ble personal property or service of the tax inposed by
chapter 82.08 or 82.12 RCWshall not have the effect of exenpting any
ot her purchaser or user of the sane property or service fromthe taxes
i nposed by such chapters.

(4) The tax shall be levied and collected in an anobunt equal to the
value of the article used by the taxpayer nultiplied by the rate in
effect for the retail sales tax under RCW 82. 08. 020.

Sec. 207. RCW 82.12.023 and 1994 c 124 s 10 are each anended to
read as foll ows:

The tax |l evied by RCW82.12. 020 shall not apply in respect to the
use of natural or manufactured gas that is ((taxable—under—RCEW
8212-022)) provided as part of gas service defined as aretail sale in
RCW 82. 04. 050(5) .

Sec. 208. RCW 82.12.035 and 1996 ¢ 148 s 6 are each anended to
read as foll ows:

A credit shall be all owed agai nst the taxes i nposed by this chapter
upon the use of tangi bl e personal property, or services taxable under
RCW 82. 04. 050(3)(a) or 82.04.050(5), in the state of Washington in the
anount that the present user thereof or his or her bailor or donor has
paid a retail sales or use tax with respect to such property to any
other state of the United States, any political subdivision thereof,
the District of Colunbia, and any foreign country or political
subdi vi sion thereof, prior to the use of such property in Washi ngton.

PART 111
LOCAL SALES AND USE TAXES

NEW SECTION.  Sec. 301. A new section is added to chapter 82.14
RCWto read as foll ows:

(1) The legislative authority of any county or city may inpose a
sal es and use tax upon the sale or use of telecomunication services,
el ectrical services, and gas services. In districts with |egislative
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authorities of four nmenmbers or less, two-thirds of the nenbers nust
approve an ordi nance or resolution under this section. In districts
with | egislative authorities of nore than four nenbers, a majority plus
one vote nust approve an ordi nance or resolution under this section.

(2) Atax inposed under this section shall be collected fromthose
persons who are taxable by the state pursuant to chapters 82.08 and
82. 12 RCW upon the occurrence of any taxable event within the county
or city as the case may be. The rate of tax shall not exceed five and
five-tenths percent of the selling price (in the case of a sales tax)
or value of the service used (in the case of a use tax).

(3) Any county ordi nance adopted under this section shall contain,
in addition to all other provisions required to conform to this
chapter, a provision allowing a credit against the county tax inposed
under this section for the full anmount of any city sales or use tax
i nposed under this section upon the sane taxable event.

Sec. 302. RCW 82.14.020 and 1997 ¢ 201 s 1 are each anended to
read as foll ows:

For purposes of this chapter:

(1) A retail sale consisting solely of the sale of tangible
personal property shall be deened to have occurred at the retail outl et
at or fromwhich delivery is nade to the consuner;

(2) A retail sale consisting essentially of the performance of
personal business or professional services shall be deened to have
occurred at the place at which such services were primarily perforned,
except that for the performance of a tow truck service, as defined in
RCW 46. 55. 010, the retail sale shall be deenmed to have occurred at the
pl ace of business of the operator of the tow truck service;

(3) Aretail sale consisting of the rental of tangible persona
property shall be deenmed to have occurred (a) in the case of a rental
i nvol ving periodic rental paynments, at the primary place of use by the
| essee during the period covered by each paynent, or (b) in all other
cases, at the place of first use by the | essee;

(4) Aretail sale within the scope of the second paragraph of RCW
82.04.050, and a retail sale of taxable personal property to be
installed by the seller shall be deened to have occurred at the place
where the | abor and services involved were primarily perforned;

(5) Aretail sale ((

Nnod 1 N POA Q nt ho han a
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I : bl | I I . 3 .t hi
seet+on;)) of telecomunication service shall be deened to have
occurred at the situs of the ((telephene—oer—other)) instrunent through
whi ch the ((telephene)) service is rendered,

(6) A retail sale of electric service or gas service shall be
deened to have occurred at the situs of the neter neasuring the
electricity or gas delivered to the consuner;

(7) "City" neans a city or town;

((6H)) (8) The neaning ascribed to words and phrases in chapters
82.04, 82.08 and 82.12 RCW as now or hereafter anended, insofar as
applicable, shall have full force and effect wth respect to taxes
i nposed under authority of this chapter

((8))) (9) "Taxable event" shall nean any retail sale, or any use
of an article of tangible personal property or service, upon which a
state tax is inposed pursuant to chapter 82.08 or 82.12 RCW as they
now exi st or may hereafter be anended: PROVI DED, HOWEVER, That the
termshall not include aretail sale taxable pursuant to RCW82. 08. 150,
as now or hereafter anended,

((69)Y)) (10) "Treasurer or other |egal depository"” shall nean the
treasurer or |legal depository of a county or city.

Sec. 303. RCW 82.14.030 and 1989 c 384 s 6 are each anended to
read as foll ows:

(1) The governing body of any county or city while not required by
| egi slative mandate to do so, may, by resolution or ordi nance for the
pur poses aut horized by this chapter, fix and i npose a sal es and use t ax
in accordance with the ternms of this chapter. Such tax shall be
coll ected fromthose persons who are taxable by the state pursuant to
chapters 82.08 and 82. 12 RCW upon the occurrence of any taxabl e event
within the county or city as the case nmay be: PROVIDED, That ((exeept

as—provi-ded+n—REW82-14-230)) this sales and use tax shall not apply
to ((patural—eor—ranufactured—gas)) telecomunication service,

electrical service, or gas service. The rate of such tax inposed by a
county shall be five-tenths of one percent of the selling price (in the
case of a sales tax) or value of the article used (in the case of a use
tax). The rate of such tax inposed by a city shall not exceed five-
tenths of one percent of the selling price (in the case of a sal es tax)
or value of the article used (in the case of a use tax): PROVI DED,
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HOWNEVER, That in the event a county shall inpose a sales and use tax
under this subsection, the rate of such tax inposed under this
subsection by any city therein shall not exceed four hundred and
twenty-five one-thousandths of one percent.

(2) Subject to the enactnent into | aw of the 1982 anendnent to RCW
82.02. 020 by section 5, chapter 49, Laws of 1982 1st ex. sess., in
addition to the tax authorized in subsection (1) of this section, the
governing body of any county or city may by resolution or ordinance
i npose an additional sales and use tax in accordance with the terns of
this chapter. Such additional tax shall be collected upon the sane
t axabl e events upon which the tax inposed under subsection (1) of this
sectionis levied. The rate of such additional tax inposed by a county
shall be up to five-tenths of one percent of the selling price (in the
case of a sales tax) or value of the article used (in the case of a use
tax). The rate of such additional tax inposed by a city shall be upto
five-tenths of one percent of the selling price (in the case of a sales
tax) or value of the article used (in the case of a use tax): PROVIDED
HONEVER, That in the event a county shall inpose a sales and use tax
under this subsection at a rate equal to or greater than the rate
i nposed under this subsection by a city within the county, the county
shal |l receive fifteen percent of the city tax: PROVIDED FURTHER, That
in the event that the county shall inpose a sales and use tax under
this subsection at a rate which is less than the rate inposed under
this subsection by a city within the county, the county shall receive
t hat amount of revenues fromthe city tax equal to fifteen percent of
the rate of tax inposed by the county under this subsection. The
authority to inpose a tax under this subsection is intended in part to
conpensate | ocal governnent for any |osses fromthe phase-out of the
property tax on business inventories.

PART |V
STATE PUBLI C UTILITY TAX

Sec. 401. RCW 82. 16. 010 and 1996 ¢ 150 s 1 are each anended to
read as foll ows:

For the purposes of this chapter, unless otherw se required by the
cont ext :

(1) "Railroad business" neans the business of operating any
rail road, by whatever power operated, for public use in the conveyance
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of persons or property for hire. It shall not, however, include any
busi ness herein defined as an urban transportati on business.

(2) "Express business" nmeans the business of carrying property for
public hire on the line of any common carrier operated in this state,
when such common carrier is not owned or | eased by the person engagi ng
i n such business.

(3) "Railroad car business" neans the business of operating stock
cars, furniture cars, refrigerator cars, fruit cars, poultry cars, tank
cars, sleeping cars, parlor cars, buffet cars, tourist cars, or any
ot her kinds of cars used for transportation of property or persons upon
the line of any railroad operated in this state when such railroad is
not owned or | eased by the person engaging in such business.

(4) "Water distribution business" neans the business of operating
a plant or systemfor the distribution of water for hire or sale.

(5) ((“tght—and—power—business"—wneans—thebusiness—ofoperatinga
plant—er—systemfor—t-he—generation,—production—or—dist+ibution—of

{8y)) "Mdtor transportation business" neans the business (except
urban transportation busi ness) of operating any notor propelled vehicle
by which persons or property of others are conveyed for hire, and
includes, but is not limted to, the operation of any notor propelled
vehi cl e as an auto transportati on conpany (except urban transportation
busi ness), comon carrier or contract carrier as defined by RCW
81.68.010 and 81.80.010: PROVI DED, That "notor transportation
busi ness” shall not nmean or include the transportation of | ogs or other
forest products exclusively upon private roads or private highways.

((69)Y)) (B6) "Urban transportation business"” neans the business of
operating any vehicle for public use in the conveyance of persons or
property for hire, insofar as (a) operating entirely within the
corporate |limts of any city or town, or within five mles of the
corporate limts thereof, or (b) operating entirely within and between
cities and towns whose corporate limts are not nore than five mles
apart or wwthin five mles of the corporate limts of either thereof.
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| ncl uded herein, but without limting the scope hereof, is the business
of operating passenger vehicles of every type and al so t he busi ness of
operating cartage, pickup, or delivery services, including in such
services the collection and distribution of property arriving from or
destined to a point wwthin or without the state, whether or not such
collection or distribution be nade by the person performng a | ocal or
interstate |ine-haul of such property.

((£28))) (7) "Public service business" neans any of the businesses
defined in ((subdivisions{1)—2)3)—(4-A5-L6—HH-—F8)——=and
£9))) this section or any business subject to control by the state, or
havi ng the powers of em nent domain and the duties incident thereto, or
any business hereafter declared by the legislature to be of a public
service nature, except ((telephene—business—as—detHned—n—RCEW
82-04-065)) teleconmunication service, electrical service, or gas
service and |owlevel radioactive waste site operating conpanies as

redefined in RCW 81.04.010. It includes, anong others, wthout
l[imting the scope hereof: Airplane transportati on, boom dock, ferry,
pipe line, toll bridge, toll |ogging road, water transportation and

wharf busi nesses.

((xH)) (8) "Tugboat business" neans the business of operating
tugboats, towboats, wharf boats or simlar vessels in the tow ng or
pushi ng of vessels, barges or rafts for hire.

((22)) (9) "Gross incone" neans the val ue proceedi ng or accruing
fromthe performance of the particular public service or transportation
busi ness i nvol ved, including operations incidental thereto, but w thout
any deduction on account of the cost of the commodity furnished or
sold, the cost of materials used, |abor costs, interest, discount,
delivery costs, taxes, or any ot her expense what soever paid or accrued
and wi t hout any deduction on account of | osses.

((+3y)) (10) The neaning attributed, in chapter 82.04 RCW to the

term"tax year," "person," "val ue proceedi ng or accruing," "business,"
"engaging in business,” "in this state,” "within this state," "cash
di scount,"” "telecomunication service," "electrical service," "gas

service," and "successor" shall apply equally in the provisions of this
chapter.

Sec. 402. RCW 82. 16. 020 and 1996 c¢c 150 s 2 are each anended to
read as foll ows:
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(1) There is levied and there shall be collected fromevery person
a tax for the act or privilege of engaging wwthin this state in any one
or nore of the businesses herein nentioned. The tax shall be equal to
the gross incone of the business, nultiplied by the rate set out after
t he busi ness, as foll ows:

(a) Express((>)) and sewerage collection((—anrd—telegraph))

busi nesses: Three and six-tenths percent;

{&¥)) Urban transportation business: Six-tenths of one percent;

((€e))) (c) Vessels wunder sixty-five feet in length, except
tugboats, operating upon the waters within the state: Six-tenths of
one percent;

((()) (d) Mdtor transportation, railroad, railroad car, and
t ugboat busi nesses, and all public service businesses other than ones
menti oned above: One and eight-tenths of one percent;

(((e))) (e) Water distribution business: Four and seven-tenths
percent .

(2) An additional tax is inposed equal to the rate specified in RCW
82.02.030 nultiplied by the tax payabl e under subsection (1) of this
section.

(3) Twenty percent of the noneys coll ected under subsection (1) of
this section on water distribution businesses and si xty percent of the
moneys collected under subsection (1) of this section on sewerage
col | ection busi nesses shall be deposited in the public works assistance
account created in RCW 43.155. 050.

Sec. 403. RCW 82.16.050 and 1994 c 124 s 12 are each anended to
read as foll ows:

In conputing tax there may be deducted from the gross incone the
follow ng itens:

(1) Anpunts derived by munici pally owned or operated public service
busi nesses, directly fromtaxes levied for the support or maintenance
thereof: PROVIDED, That this section shall not be construed to exenpt
service charges which are spread on the property tax rolls and
col l ected as taxes;

(2) Amounts derived fromthe sale of coomodities to persons in the
sanme public service business as the seller, for resale as such within
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this state. This deduction is allowed only with respect to water

di stributi on( (+—Hght—and—power—gas—dist+ibutien)) or other public
servi ce busi nesses which furnish water((;—eleetrecal—energy—gas)) or

any other comodity in the performance of public service businesses;

(3) Amounts actually paid by a taxpayer to anot her person taxable
under this chapter as the latter’s portion of the consideration due for
services furnished jointly by both, if the total anobunt has been
credited to and appears in the gross inconme reported for tax by the
former;

(4) The anobunt of cash discount actually taken by the purchaser or
cust oner;

(5) The amount of credit |osses actually sustained by taxpayers
whose regul ar books of accounts are kept upon an accrual basis;

(6) Ampunts derived from business which the state is prohibited
fromtaxi ng under the Constitution of this state or the Constitution or
| aws of the United States;

(7) Amunts derived from the distribution of water through an
irrigation system for irrigation purposes;

(8) Amounts derived from the transportation of comodities from
points of origininthis state to final destination outside this state,
or frompoints of origin outside this state to final destination in
this state, with respect to which the carrier grants to the shipper the
privilege of stopping the shipnent in transit at sonme point in this
state for the purpose of storing, manufacturing, mlling, or other
processing, and thereafter forwards the sane comodity, or its
equi valent, in the sane or converted form under a through freight rate
frompoint of originto final destination; and anounts derived fromthe
transportation of coomodities frompoints of originin the state to an
export elevator, wharf, dock or ship side on tidewater or navigable
tributaries thereto fromwhich such conmodities are forwarded, w thout
intervening transportation, by vessel, in their original form to
interstate or foreign destinations: PROVIDED, That no deduction wll
be all owed when the point of origin and the point of delivery to such
an export elevator, wharf, dock, or ship side are |ocated within the
corporate limts of the sanme city or town;

(9) ((Armunts—dertvedd+romtheproductt+on—sale—or—transter—of
|  cal : | . d I ;
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£26))) Amounts derived from the distribution of water by a
nonprofit water association and used for capital inprovenents by that
nonprofit water association;

((+H)) (10) Amunts paid by a sewerage collection business
t axabl e under RCW 82.16.020(1)(a) to a person taxable under chapter
82.04 RCWfor the treatnent or disposal of sewage.

PART V
CI TY LI CENSE FEES AND BUSI NESS TAXES

Sec. 501. RCW 35.21. 710 and 1983 2nd ex.s. ¢ 3 s 33 are each
anmended to read as foll ows:

(1) Except as provided in subsection (2) of this section, any city
whi ch i nposes a license fee or tax upon business activities consisting
of the making of retail sales ((ef—tang-ble—personal—property)), as
defined in RCW82. 04. 050, which are neasured by gross recei pts or gross
i ncome fromsuch sales, shall inpose such tax at a single uniformrate
upon all such business activities. The taxing authority granted to
cities for taxes upon business activities nmeasured by gross receipts or
gross incone fromsales shall not exceed a rate of .0020; except that
any city with an adopted ordi nance at a higher rate, as of January 1,
1982 shall be limted to a maxi num increase of ten percent of the
January 1982 rate, not to exceed an annual increnental increase of two
percent of current rate: PROVIDED, That any adopted ordi nance which
classifies according to different types of business or services shal
be subject to both the ten percent and the two percent annual
incremental increase limtation on each tax rate: PROVI DED FURTHER
That all surtaxes on business and occupation classifications in effect
as of January 1, 1982, shall expire no | ater than Decenber 31, 1982, or
by expiration date established by |ocal ordinance.

(2)(a) Any city which inposes a license fee or tax upon business
activities consisting of making sales of telecomunication service,
electrical service, or gas service, which are neasured by gross
receipts or gross incone from such sales, shall inpose such tax at a
single uniform rate upon all such business activities. Except as
provided in (b) of this subsection, the rate of Iicense fee or tax for
such business activities shall not exceed 0.0020.

(b)(i) Any city that inposed, as of July 1, 1997, a license fee or
tax with arate in excess of 0.0020 upon business activities consisting
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of making sales of telecomunication service, electrical service, or
gas service, may continue to inpose a license fee or tax upon those
busi nesses at a rate not exceeding such rate inposed on July 1, 1997.

(ii) A city inposing a license fee or tax under this subsection
(2)(b) shall allow a credit against such license fee or tax for the
full anpunt of any sales or use tax inposed by the city or any other
city or county under section 301 of this act upon the sane taxable
event. A credit under this subsection shall never reduce the license
fee or tax to less than zero.

(iii) A license fee or tax inposed under this subsection (2)(b)
shall expire six years after it is first inposed, unless extended for
up to six years by referendum submtted to the voters of the city
inposing the tax. A license fee or tax extended by referendum may be
extended for additional periods, not exceeding six years each, by
addi tional referenda.

(3) Cties which inpose a license fee or tax upon business
activities consisting of the making of retail sales ((ef—tangble
personal—property) ), as defined in RCW82. 04. 050, whi ch are neasured by
gross receipts or gross incone from such sales shall be required to
submt an annual report to the state auditor identifying the rate
established and the revenues received from each fee or tax. Thi s
section shall not apply to any business activities subject to the tax

i nposed by chapter 82.16 RCW ( (Fer—purposes—of—this—seett+on—the

(4) Any city which inposes license fees, franchise fees, taxes, or

any conbi nation thereof, on business activities consisting of providing
cabl e service which are neasured by gross receipts or gross incone from
sales, shall limt such fees or taxes so that the conbined rate does
not exceed eight percent on or after January 1, 2004.

(5) The definitions in this subsection apply throughout this
section.

(a) "Tel ecomunication service," "electrical service," and
service," are defined as provided in chapter 82.04 RCW

(b) "Cable service" neans:

(i) The one-way transmission to subscribers of: (A Video
programmi ng; or (B) other programm ng service; and

gas
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(ii) Subscriber interaction, if any, that is required for the
selection or use of the video programmng, or other progranm ng
service.

Sec. 502. RCW 35.21.714 and 1989 ¢ 103 s 1 are each anended to
read as foll ows:
Any city which inposes a license fee or tax upon the business

activity of ((eﬂgagkng—kﬂ—%he—+e+epheHe—bHs+Hess——as—de#+ﬂed—+ﬂ—$KNV

sal es of tel ecommuni cation service under RCW35. 21. 710(2) (b) nmay i npose

the fee or tax, if it desires, on one hundred percent of the tota
gross revenue derived fromintrastate toll tel ephone services subject
to the fee or tax: PROVIDED, That the city shall not inpose the fee or
tax on that portion of ((netwerk—telephene)) tel ecommunication service,
as defined in RCW 82.04.065, which represents charges to another
t el ecomruni cati ons conpany, as defined in RCW80. 04. 010, for connecting
fees, switching charges, or carrier access charges relating to
intrastate toll tel ephone services, or for access to, or charges for,

interstate servi ces, or char ges for ( (retwork—telephone))

t el ecomuni cation service that is purchased for the purpose of resale.

Sec. 503. RCW 35. 21. 715 and 1989 c¢ 103 s 2 are each anended to
read as foll ows:

Not wi t hst andi ng RCW35. 21. 714 or 35A.82. 060, any city or town which
i nposes a tax upon business activities nmeasured by gross receipts or
gross incone fromsal es under RCW35.21. 710(2) (b), may inpose such tax
on that portion of ((netwerk—telephone)) telecommunication service, as
defined in RCW 82.04.065, which represents charges to another
t el ecomruni cati ons conpany, as defined in RCW80. 04. 010, for connecting
fees, switching charges, or carrier access charges relating to
intrastate toll services, or <charges for ((netwerk—telephone))
t el ecomuni cation service that is purchased for the purpose of resale.
Such tax shall be levied at the sane rate as is applicable to ((ether
HH )) busi nesses

under RCW 35.21.710(1).

Sec. 504. RCW 35.21.860 and 1983 2nd ex.s. ¢ 3 s 39 are each
anmended to read as foll ows:
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(1) No city or town may i npose a franchise fee or any other fee or

charge of what ever nature or descrlptlon upon ((%he—#%gh%—aad—peme%——e%

bﬁsFHes&r——as——de##ﬂ&d——+ﬂ——$€¥%—82f94f965)) busi nesses  providi ng

tel econmuni cation service, electrical service, or gas service, as

defined in chapter 82.04 RCW except that (({a)—atax—autherizedbyREW
3521-865—+ay—be—i+nposed—and—{b)y)) a fee may be charged to such

busi nesses that recovers actual adm nistrative expenses incurred by a
city or town that are directly related to receiving and approving a
permt, license, and franchise, to inspecting plans and construction,
or to the preparation of a detailed statenment pursuant to chapter
43.21C RCW

(2) Subsection (1) of this section does not prohibit franchise fees
i nposed on ( (an—-eleet+ecal—-energy;—hatural—gas,—ortelephonebustness))
busi nesses providing tel ecomuni cation service, electrical service, or
gas service, as defined in chapter 82.04 RCW by contract existing on
April 20, 1982, with a city or town, for the duration of the contract,
but ((thefranechisefees—shallbeconstderedtaxestorthepurpeses—of
the—tH-mtat+ens—establshed+nrROW3521-865—and—35-21-870)) to the
extent the fees exceed the costs al |l owabl e under subsection (1) of this
section, the conbined rate of a franchise fee, a tax under section 301
of this act, and a tax under RCW35.21.710(2) inposed by the city shall
not exceed the greater of: (a) The total rate of franchise fee and
license fee or tax inposed by the city upon businesses providihng
tel ecomuni cation service, electrical service, or gas service, as
defined in chapter 82.04 RCW on July 1, 1997; or (b) five and seven-
tent hs percent.

Sec. 505. RCW 35A. 82. 050 and 1983 2nd ex.s. ¢ 3 s 34 are each
anmended to read as foll ows:

(1) Except as provided in subsection (2) of this section, any code
city which inposes a license fee or tax upon business activities
consisting of the making of retail sales ((ef—tangible—personal
preperty)), as defined in RCW 82.04. 050, which are neasured by gross
recei pts or gross incone from such sales, shall inpose such tax at a
single uniformrate upon all such business activities. This section
shall not apply to any business activities subject to the tax inposed
by chapter 82.16 RCW ( ( Fer—purpoeses—of—thisseetion—theprovidingtoe

: o L ept ice. ot i L
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(2) Any code city which inposes a license fee or tax upon the

busi nesses of making sales of telecomunication service, electrica
service, or gas service, as defined in RCWS82.04.050, is subject to RCW
35.21.710 (2) and (4).

Sec. 506. RCW 35A.82.060 and 1989 ¢ 103 s 3 are each anended to
read as foll ows:
Any code city which inposes a |license fee or tax upon the business

activity of ((enrgagihrg—+n—thetelephenebustness;—as—definred+n—REW

sal es of tel ecommuni cation service under RCW35. 21. 710(2) (b) nmay i npose

the fee or tax, if it desires, on one hundred percent of the tota

gr oss revenue derived from intrastate toll ( (t+elephone))
t el ecomruni cati on services subject to the fee or tax: PROVIDED, That
the city shall not inpose the fee or tax on that portion of ((retwerk
telephone)) telecomunication service, as defined in RCW 82.04. 065,
whi ch represents charges to another telecommunications conpany, as
defined in RCW 80.04. 010, for connecting fees, switching charges, or
carrier access charges relating to intrastate toll ((telephene))
tel ecommuni cation services, or for access to, or charges for,

interstate servi ces, or char ges for ( (retwork—telephone))

t el ecomuni cation service that is purchased for the purpose of resale.

Sec. 507. RCW 35A.82.065 and 1989 ¢ 103 s 4 are each anended to
read as foll ows:

Not wi t hst andi ng RCW35. 21. 714 or 35A.82. 060, any city or town which
i nposes a tax upon business activities nmeasured by gross receipts or
gross incone fromsal es under RCW35.21. 710(2) (b), may inpose such tax
on that portion of ((netwerk—telephone)) telecommunication service, as
defined in RCW 82.04.065, which represents charges to another
t el ecomruni cati ons conpany, as defined in RCW80. 04. 010, for connecting
fees, switching charges, or carrier access charges relating to
intrastate toll services, or <charges for ((netwerk—telephone))
t el ecomuni cation service that is purchased for the purpose of resale.
Such tax shall be levied at the sane rate as is applicable to ((ether
i ephone—servi-ce—as—definedi+n-REW82-04-065)) businesses
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Sec. 508. RCW 54.28.070 and 1941 c¢ 245 s 3 are each anended to
read as foll ows:

Any city or town in which a public utility district operates works,
plants or facilities for the distribution and sale of electricity shall
have the power to levy and collect from such district a tax on the
gross revenues derived by such district from ((the—sale—eof
eleetrtetty)) retail sales of electrical service, as defined in RCW
82.04.050, within the city or town((;—exelusive—oftherevenues—derived
tremthe—saleofeleectrieitytor—purpeses—of—resale)). Such tax shal
be subject to RCW35.21.710. Such tax when |l evied shall be a debt of
the district, and may be collected as such. Any such district shal
have t he power to add the anmobunt of such tax to the rates or charges it
makes for electricity so sold wwthin the limts of such city or town.

PART Vi
M SCELLANEQUS

NEW SECTI ON. Sec. 601. (1) The joint select conmttee on internet
taxation is hereby created. The commttee shall review the taxes
applicable to internet businesses and conpare those taxes with taxes
applicable to businesses in conpetition with internet businesses. The
commttee shall submt its final report to the | egislature by Decenber
31, 1998.

(2) The commttee shall be conposed of ten nenbers, consisting of:

(a) Two nenbers of the senate, one from each of the two | argest
caucuses, appointed by the president of the senate;

(b) Two nmenbers of the house of representatives, one fromeach of
the two | argest caucuses, appointed by the speaker of the house of
representatives;

(c) One person appointed by the governor;

(d) Two persons representing internet service providers, appointed
by the president of the senate and the speaker of the house of
representatives;

(e) One person representing the telecommunication industry,
appoi nted by the president of the senate and the speaker of the house
of representatives;

(f) One person representing cities, appointed by the president of
t he senate and the speaker of the house of representatives; and
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(g) One person representing counties, appointed by the president of
the senate and the speaker of the house of representatives.

(3) When making appoi ntnents under subsection (2)(f) and (g) of
this section, the president of the senate and speaker of the house of
representatives shall consider nom nations made by the association of
Washi ngton cities and the Washi ngton state associ ati on of counties, as
appropri ate.

(4) The president of the senate and the speaker of the house of
representatives shall designate cochairs of the commttee. The
expenses of the commttee nenbers shall be rei nbursed under chapters
43.03 and 44.04 RCW Staff support for the commttee shall be provided
by senate conmmttee services and house of representatives office of
programresearch as nutually agreed by the cochairs of the joint select
commttee. The commttee may al so use the research services provided
to the |l egislature by the departnent of revenue under RCW82. 01. 060(4).

NEW SECTION. Sec. 602. The following acts or parts of acts are
each repeal ed:

(1) RCW35.21.711 and 1982 1st ex.s. c¢ 49 s 8;

(2) RCW35.21.712 and 1983 2nd ex.s. ¢ 3 s 35 & 1981 c 144 s 8;

(3) RCW35.21.865 and 1983 ¢ 99 s 4 & 1982 1st ex.s. c 49 s 3;

(4) RCW 35.21.870 and 1984 ¢ 225 s 6, 1983 ¢ 99 s 5, & 1982 1st
ex.s. ¢ 49 s 4;

(5) RCW35.21.871 and 1986 ¢ 70 s 3;

(6) RCW 35A.82.055 and 1983 2nd ex.s. ¢ 3 s 36 & 1981 ¢ 144 s 9;

(7) RCW 35A.82.070 and 1986 c 70 s 6;

(8) RCW82.08.026 and 1994 ¢ 124 s 8 & 1989 c 384 s 4;

(9) RCW82.12.022 and 1994 ¢ 124 s 9 & 1989 c 384 s 3;

(10) RCW 82.14.230 and 1989 ¢ 384 s 2;

(11) RCW82.16.053 and 1996 ¢ 145 s 1 & 1994 ¢ 236 s 1; and

(12) RCW 82.16.090 and 1988 ¢ 228 s 1

NEW SECTI ON. Sec. 603. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEWSECTI ON. Sec. 604. Part headings used in this act are not any
part of the | aw
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NEW SECTI1 ON.

Sec.

605.

This act takes effect January 1,

~-- END ---

p. 33

1999.

HB 2425



