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HOUSE BI LL 1462

St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on

By Representatives Mrris, Cai rnes, Gonmbosky, Ruder man, Ni xon,
Eri cksen, M | osci a, Ander son, Wal | ace, Benson, Newhouse, Tom
Chandl er, Orcutt, Wods, MMhan, Talcott and Canpbel |

Read first tine 01/27/2003. Referred to Commttee on Fi nance.

AN ACT Relating to | ocal governnent business and occupation tax on
intellectual property; and adding a new section to chapter 35.21 RCW

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

NEW SECTION. Sec. 1. A new section is added to chapter 35.21 RCW
to read as foll ows:

(1) Gties, code cities, and towns nmay not inpose a business and
occupation tax neasured by "gross proceeds of sales," "gross incone of
the business," or "value proceeding or accruing," as those terns are
used in chapter 82.04 RCW on the activity of creating intellectua
property unless the city, code city, or town inposed such a tax on
January 1, 2002. Effective January 1, 2004, all cities, code cities,
and towns are prohibited from inposing a tax neasured by "gross
proceeds of sales,"” "gross inconme of the Dbusiness,”™ or "value
proceedi ng or accruing," as those terns are used in chapter 82.04 RCW
upon any intellectual property creating activity as a taxable incident.

(2) It isthe intent of the legislature in enacting this section to
di stingui sh between nontaxable activity undertaken by a business for
whi ch the business receives no gross incone in the form of paynents,
contract amounts, fees, or other income, and taxable activity for which
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t he busi ness receives gross incone from goods or services that it has
sold or receives royalty income which my be taxed only in the city,
code city, or town in which the business is domciled.

(3) For the purposes of this section, the follow ng definitions
appl y:

(a) "Domcile" neans the principal place from which the trade or
busi ness of the taxpayer is directed or nanaged;

(b) "Intellectual property creating activity" nmeans research,
devel opnment, authorship, creation, or general or specific inventive
activity without regard to whether the intellectual property creating
activity actually results in the creation of patents, trademarks, trade
secrets, subject matter subject to copyright, or other intellectua

property.

~-- END ---
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