2850- S

Sponsor(s): House Commttee on Finance (originally sponsored by
Represent ati ves Reardon, Schoesler, Scott, D. Schm dt, Tokuda,
Ski nner, Thomas, C enents, Dunshee, MIntire and Penni ngton)

Brief Description: Mdifying the tax treatnment of |inen and uniform
supply services.

HB 2850-S - DI GEST
(DI GEST AS PASSED LEG SLATURE)

Finds that Ilinen and uniform supply services have been
incorrectly sited for tax purposes and as a result, sonme conpani es
that perform |aundry activities outside the state of Washington
have not been required to collect retail sal es taxes upon |linen and
uni form supply services provided to WAshi ngton custoners. Thi s
error in tax treatnent provides an incentive for businesses to
| ocate their laundry functions out-of-state. In-state businesses
cannot conpete if out-of-state conpetitors are not required to
col | ect sal es tax.

Declares that the purpose of this act is to clarify the
taxabl e situs of |linen and uniform supply services.

Declares that a retail sale of linen and uniform supply
services shall be deened to have occurred at the place of delivery
to the custoner. "Linen and uniform supply service" neans the

activity of providing custoners with a supply of clean I|inen,
towel s, uniforms, gowns, protective apparel, clean room apparel
mats, rugs, and simlar itens, whether ownership of the itemis in
t he person operating the linen and uni formsupply service or in the
custoner. The termincludes supply services operating their own
cl eaning establishnents as well as those contracting w th other
| aundry or dry cl eani ng busi nesses.

VETO MESSAGE ON HB 2850-S
March 29, 2000
To the Honorabl e Speaker and Menbers,
The House of Representatives of the State of Washi ngton
Ladi es and Gentl enen:

| amreturning herewith, w thout ny approval, Substitute House
Bill No. 2850 entitled:

"AN ACT Relating to excise tax treatnent of |inen and uniform

supply services;"

Substitute House Bill No. 2850 was intended to level the
playing field between linen and uniform supply and cleaning
services |ocated in Washington and those |ocated outside of our
st at e. By defining a retail sale of linen and uniform supply
services to occur at the place of delivery to the custoner, the
bill would have prevented out-of-state conpanies from avoi ding
sales tax collection obligations by picking up laundry in
Washi ngton, washing it in another state, and delivering it back to
its Washi ngton custoners. Closing this tax | oophole would have
al | oned Washi ngton conpanies to conpete on a level playing field



W th out-of-state businesses.

Unfortunately, after the bill passed the legislature, a
drafting error was found that would have applied the sales tax to
any itemof tangi bl e personal property purchased in Washi ngton for
delivery out of state. The bill also has a constitutional
infirmty because it anends a chapter of the Revised Code of
Washi ngton by reference to its title, without setting out the
revi sed sections at full |ength.

It is nmy understanding that the legislature is aware of these
problenms and is already in the process of introducing corrected

| egislation closing this wunfair tax |oophole. | urge the
| egislature to do so as soon as possi bl e.
For these reasons | have vetoed Substitute House Bill No. 2850

inits entirety.

Respectful ly submtted,
Gary Locke
Gover nor



