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HOUSE BI LL 2260

St ate of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session

By Representatives Orcutt, Eri cks, Buri , Fr omhol d, Schi ndl er,
Kessl er, Hinkle and Warni ck

Read first tine 02/ 15/ 2007. Referred to Commttee on Fi nance.

AN ACT Relating to authorizing state adm ni stration and col |l ection
of local business and occupation taxes and public utility taxes;
amendi ng RCW 35. 102. 010, 35.102.020, 82.32.010, 82.32.300, 35.102.030,
35.102. 040, 35.102.060, 35.102.070, 35.102.080, 35.102.090, 35.102.120,
35.102.130, 35.102.140, 35.102.160, and 35.102.1301; adding new
sections to chapter 35.102 RCW creating a new section; providing an
effective date; and decl aring an energency.

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

Sec. 1. RCW35.102.010 and 2003 ¢ 79 s 1 are each anended to read
as follows:

The | egislature finds that businesses in Washi ngton are concerned
about the potential for multiple taxation that arises due to the
various city business and occupation taxes and are concerned about the
| ack of uniformty anong city jurisdictions. The current systemhas a
negative inpact on Wishington's business climate. The | egislature
further finds that | ocal business and occupation tax revenue provides
a sizable portion of city revenue that is used for essential services.
The | egi slature recogni zes that | ocal governnent services contribute to
a heal thy business clinate.
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The legislature intends to provide for a nore uniform system of
city business and occupation taxes that elimnates nultiple taxation,
while allowng for sone continued local control and flexibility to
cities. Therefore, the legislature further finds that a uniform system
for the collection and adm nistration of |ocal business and occupation
taxes and public utility taxes is necessary.

Sec. 2. RCW35.102.020 and 2003 ¢ 79 s 2 are each anended to read
as follows:

(( Chapter—+9—Laws—of —2003—dees—not—appty)) (1) This chapter
applies to nunicipal business and occupation taxes and public utility
taxes. Public utility taxes include, but are not limted to taxes on
any service that historically or traditionally has been taxed as a
utility business for municipal tax purposes, such as:

(()) (a) A light and power business or a natural gas
di stribution business, as defined in RCW82.16. 010;

((2)) (b) A tel ephone business, as defined in RCW 82.04. 065;

((3))) (c) Cable television services;

((4))) (d) Sewer or water services;

((65))) (e) Drainage services;
((66))) (f) Solid waste services; or

((6H)) (9) Steam services.

(2) For the purposes of administration and collection under this
chapter, nunicipal business and occupation and public wutility tax
classifications are to be uniform to the extent determned by the
departnment with the state business and occupation and public utility
tax classifications. Such classifications are to be deternined by the
departnent in consultation with the cities and the association of
Washi ngt on busi nesses.

NEW SECTION. Sec. 3. A new section is added to chapter 35.102 RCW
to read as foll ows:

Al l business and occupation taxes and public utility taxes inposed
by a city are to be collected and adm nistered by the departnent of
revenue as provided in this chapter and in accordance with the
provi sions of chapter 82.32 RCW
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NEW SECTION. Sec. 4. A new section is added to chapter 35.102 RCW
to read as foll ows:

All of the provisions contained in chapter 82.32 RCW shall have
full force and application with respect to taxes inposed under the
provi sions of this chapter.

Sec. 5. RCWB82.32.010 and 1998 ¢ 304 s 12 are each anended to read
as follows:

The provisions of this chapter shall apply wth respect to the
taxes inposed under chapters 82.04 through 82.14 RCW under RCW
82. 14B. 030(3), under chapters 82.16 through 82. 29A RCWof this title,
under chapter 84.33 RCW under chapter 35.102 RCW and under other
titles, chapters, and sections in such manner and to such extent as
indicated in each such title, chapter, or section.

Sec. 6. RCWB82.32.300 and 1997 ¢ 420 s 9 are each anended to read
as follows:

The adm nistration of this and chapters 82.04 through 82.27 RCW of
this title and chapter 35.102 RCW is vested in the departnent of
revenue which shall prescribe forms and rules of procedure for the
determ nation of the taxable status of any person, for the making of
returns and for the ascertai nnent, assessnent and col |l ection of taxes
and penal ties inposed thereunder.

The departnent of revenue shall nmake and publish rules and
regul ati ons, not inconsistent therewth, necessary to enforce
provisions of this chapter and chapters 82.02 through 82.23B ((and)),
82.27, and 35.102 RCW and the liquor control board shall nmake and
publish rul es necessary to enforce chapters 82.24 and 82. 26 RCW whi ch
shall have the sane force and effect as if specifically included
therein, unless declared invalid by the judgnment of a court of record
not appeal ed from

The departnment nmay enploy such clerks, specialists, and other
assistants as are necessary. Sal aries and conpensation of such
enpl oyees shall be fixed by the departnent and shall be charged to the
proper appropriation for the departnent.

The departnent shall exercise general supervision of the collection
of taxes and, in the discharge of such duty, nay institute and
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prosecute such suits or proceedings in the courts as may be necessary
and proper.

Sec. 7. RCW35.102.030 and 2003 ¢ 79 s 3 are each anended to read
as follows:

The definitions in ((this——seetionapptythroughout—chapter 79— |taws
of—2003,—unless)) chapters 82.04, 82.16, and 82.32 RCW apply throughout
this chapter, unless the terns are defined otherwise in this section or
the context clearly requires otherw se.

(1) (("Business" has the sane neaning as given in chapter 82.04
ROW-

£2r)) "Cty" neans a city, town, or code city.

(2) "Departnent” neans the departnent of revenue.

(3) "Business and occupation tax" or "gross receipts tax" neans a
tax inposed on or neasured by the value of products, the gross incone
of the business, or the gross proceeds of sales, as the case may be,
and that is the legal liability of the business.

(4) (("Value of products” has the sane neani ng as given in chapter
82 04—RON-

5y - . ‘ the busi .y I . . .
chapter 82. 04 RCW

. | : Los" | I . . .
chapter—82-04—ROA-)) "Public utility tax" nmeans a tax inposed on the

gross incone of a utility business or the gross proceeds of sales of a
utility business by a city for nunicipal tax purposes.

Sec. 8. RCW35.102.040 and 2006 ¢ 301 s 7 are each anended to read
as follows:

(1)(a) The cities, working through the association of Washi ngton
cities, shall forma nodel ordi nance devel opnent comm ttee made up of
a representative sanpling of cities that as of July 27, 2003, inpose a
busi ness and occupation tax. This commttee shall work through the
association of Washington cities to adopt a nodel ordinance on
muni ci pal gross receipts business and occupation tax. The nodel
ordi nance and subsequent anendnents shall be adopted using a process
that includes opportunity for substantial input from business
st akehol ders and ot her nmenbers of the public. Input shall be solicited
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from statew de business associations and from |ocal chanbers of
commerce and downtown business associations in cities that levy a
busi ness and occupation t ax.

(b) The nmunicipal research council shall contract to post the nodel
ordinance on an internet web site and to nmake paper copies avail able

for inspection upon request. The departnment of revenue and the
departnent of licensing shall post copies of or links to the nodel
ordi nance on their internet web sites. Additionally, a city that

I nposes a business and occupation tax or public utility tax nust nmake
copies of its ordinance available for inspection and copying as
provided in chapter 42.56 RCW

(c) The definitions and tax classifications in the nodel ordinance
may not be anmended nore frequently than once every four years, however
t he nodel ordinance nay be anended at any tinme to conply with changes
in state |aw. Any anendnent to a mandatory provision of the nodel
ordi nance nust be adopted with the sane effective date by all cities.
The nodel ordinance nust be anended to include provisions relating to
the departnent's adm nistration and collection of nunicipal business
and occupation taxes and public utility taxes under this chapter.

(2) A city that inposes a business and occupation tax or public
utility tax nust adopt the mandatory provisions of the nodel ordinance.

The foll owm ng provisions are nmandatory:
(a) A system of <credits that neets the requirenments of RCW
35.102. 060 and a form for such use;

NNE N a¥a a¥a AN a
O Cl Ci Ci A \/ oy

Fower—threshold—or—exenpt+on—arpunt)) true Qgross receipts tax, as
determ ned by the departnent;

(c) Tax reporting frequencies that neet the requirenents of RCW
35.102. 070;
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(d) Penalty and interest provisions that neet the requirenents of
RCW 35. 102. 080 and 35. 102. 090;

(e) Caimperiods that neet the requirenents of RCW 35.102. 100;

(f) Refund provisions that neet the requirenents of RCW 35.102. 110;
and

(g) Definitions, which at a mninmum nust include the definitions
enunerated in RCW 35.102.030 and 35.102.120, and chapters 82.04 and

82.16 RCW  ( ( Fhe—detnttons—+n—chapter—82-04 RN shalH—beused—as—the

Ci Ci Ci Ci v Ci w,

foer)) The administration and collection of mnunicipal business and

occupation and public utility taxes is to be uniform to the extent
provi ded by the departnent.

(4) Acity may not adopt a mninumsnall business tax threshol d.

(5) It is the intent of this chapter that any nunicipal business
and occupation taxes and local public utility taxes adopted pursuant to
this chapter are subject to the authority of the departnent of revenue
for the adm nistration and collection of such taxes. However, the tax
rates inposed shall be determned by the cities, subject to any
existing limtations provided otherwise in statute or the state
Constitution.

(6) The rul e-nmaking powers of the departnent of revenue contained
in RCW82.08. 060 and 82.32.300 shall be applicable to this chapter.

NEW SECTION. Sec. 9. A new section is added to chapter 35.102 RCW
to read as foll ows:

The departnent shall develop and inplement a process for the
collection and adm nistration of nunicipal business and occupation
taxes and public utility taxes in accordance with this chapter. I n
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devel opi ng and i npl enenti ng such a process, the departnent shall, anong
the other requirenents of this chapter:

(1) Determ ne when paynents of business and occupation taxes or
public utility taxes inposed by cities, along with reports and returns
for such taxes on forns prescribed by the departnent, are due to the
depart nent;

(2) Have authority to make adm ni strative rulings and
interpretations, enter into |legal action, appeal decisions, or
adj udi cate, on behalf of the cities which inpose taxes subject to this
chapter;

(3) Establish reporting thresholds in consultation with the cities
and the associ ation of Washi ngton busi nesses;

(4) Develop nechanisns, under RCW 35.102.1301, to allow the
provi sions of this chapter to be applied in a revenue neutral manner;
and

(5) Provide that the initial collection and adm ni stration process
by the departnent for any city that adopts a nunicipal business and
occupation tax or public utility tax for the first time nust begin on:
(a) January 1st in the year follow ng the adoption of the tax, if the
tax was adopted by the city between the nonths of January and June; or
(b) July 1st in the year followi ng the adoption of the tax, if the tax
was adopted by the city between the nonths of July and Decenber.

NEW SECTION. Sec. 10. A new section is added to chapter 35.102
RCWto read as foll ows:

Any appeal nmade of a tax paynent inposed by a city under this
chapter nust be nade to superior court as provided under RCW 82. 32. 180
or to the board of tax appeals under chapter 82.03 RCW

Sec. 11. RCW35.102.060 and 2003 ¢ 79 s 6 are each anended to read
as follows:

(1) ((A—etty)) For cities that inpose((s)) a business and
occupation tax or public utility tax, the departnent shall provide for
a system of credits to avoid nultiple taxation ((as—feHoews)), which
includes but is not limted to the follow ng:

(a) Persons who engage in business activities that are within the
purview of nore than one classification of the tax shall be taxable
under each applicable classification.

p. 7 HB 2260
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(b) Notw thstanding anything to the contrary in this section, if
inposition of the tax would place an undue burden upon interstate
commerce or violate constitutional requirenents, a taxpayer shall be
allowed a credit only to the extent necessary to preserve the validity
of the tax.

(c) Persons taxable under the retailing or whol esal i ng
classification with respect to selling products in a city shall be
allowed a credit against those taxes for any eligible gross receipts
taxes paid by the person (i) with respect to the manufacturing of the
products sold in the city, and (ii) with respect to the extracting of
the products, or the ingredients used in the products, sold in the
city. The anmount of the credit shall not exceed the tax liability
arising with respect to the sale of those products.

(d) Persons taxable under the manufacturing classification with
respect to manufacturing products in a city shall be allowed a credit
against that tax for any eligible gross receipts tax paid by the person
with respect to extracting the ingredients of the products manufactured
inthe city and with respect to manufacturing the products other than
in the city. The anmount of the credit shall not exceed the tax
l[tability arising with respect to the manufacturing of those products.

(e) Persons taxable under the retailing or whol esal i ng
classification with respect to selling products in a city shall be
allowed a credit against those taxes for any eligible gross receipts
taxes paid by the person with respect to the printing, or the printing
and publishing, of the products sold within the city. The anount of
the credit shall not exceed the tax liability arising with respect to
the sale of those products.

(2) The nodel ordinance shall be drafted to address the issue of
mul tiple taxation for those tax classifications that are in addition to
those enunerated in subsection (1)(c) through (e) of this section. The
objective of any such provisions shall be to elimnate multiple
taxation of the sanme incone by two or nore cities.

Sec. 12. RCW35.102.070 and 2003 ¢ 79 s 7 are each anended to read
as follows:
A city that inposes a business and occupation tax or public utility

tax shall allow reporting and paynent of tax ((eAra+renthlby—aquarterty-
| basis. I : : el I
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ROW82-32-045)) in accordance with the reporting requirenents devel oped

by the departnent, under section 9 of this act, pursuant to chapter
82.32 RCWN

Sec. 13. RCW35.102.080 and 2003 ¢ 79 s 8 are each anended to read
as foll ows:

({ tH—A—ct+y—that—inposes—a—business—and—ocecupaton—tax—shal

aH-oewed—ataxpayer—tnaccordance—wth-ROAM82-32-060-)) The depart nent
shall conpute interest charged a taxpayer on an underpaid tax or
penalty for the departnent's admnistration and collection of the
underpaid tax or penalty in accordance with RCW 82. 32. 050.

Sec. 14. RCW35.102.090 and 2003 ¢ 79 s 9 are each anended to read
as foll ows:

Penalties inposed by the departnent for the admnistration and

collection of any underpaid nmunicipal business and occupation tax or
public utility tax, must be in accordance with chapter 82.32 RCW

Sec. 15. RCW 35.102.120 and 2003 ¢ 79 s 12 are each anended to
read as foll ows:

(1) In addition to the definitions in RCW35.102.030, the foll ow ng
terms and phrases nust be defined in the nodel ordinance under RCW
35.102.040, ((and)) as provided by the departnent. Such definitions
shal | include any specific requirenents as noted in this subsection and
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be uniform to the extent determned by the departnent, to any
definitions provided for the state business and occupation tax or state
public utility tax by the departnent:

(a) Eligible gross receipts tax.

(b) Extracting.

(c) Manufacturing. Sof tware devel opnent nmay not be defined as a
manuf acturing activity.

(d) Retailing.

(e) Retail sale.

(f) Services. The term "services" excludes retail or whol esale
servi ces.

(g) Whol esal e sal e

(h) Whol esal i ng.

(i) To manufacture.

(j) Commercial and industrial use.

(k) Engagi ng in business.

(1) Person.

(2) Any tax classifications in addition to those enunerated in
subsection (1) of this section that are included in the nodel ordinance
must be uniformanong all cities.

Sec. 16. RCW 35.102.130 and 2003 c¢c 79 s 13 are each anended to
read as foll ows:

A city that inposes a business and occupation tax or public utility
tax shall provide for the allocation and apportionment of a person's
gross incone, other than persons subject to the provisions of chapter
82. 14A RCW as foll ows:

(1) Goss incone derived fromall activities other than those taxed
as service or royalties shall be allocated to the location where the
activity takes pl ace.

(a) In the case of sales of tangible personal property, the
activity takes place where delivery to the buyer occurs.

(b) If a business activity allocated under this subsection (1)
takes place in nore than one city and all cities inpose a Qgross
receipts tax or public utility tax on the sane activity, a credit shal
be allowed as provided in RCW 35.102.060; if not all of the cities
i Npose a gross receipts tax or public utility tax on the sane activity,

HB 2260 p. 10
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the affected cities shall allow another credit or allocation system as
they and the taxpayer agree.

(2) Goss inconme derived as royalties from the granting of
intangi ble rights shall be allocated to the commercial domcile of the
t axpayer

(3) Goss incone derived fromactivities taxed as services shall be
apportioned to a city by nultiplying apportionable inconme by a
fraction, the nunmerator of which is the payroll factor plus the
service-incone factor and the denom nator of which is two.

(a) The payroll factor is a fraction, the nunerator of which is the
total anmobunt paid in the city during the tax period by the taxpayer for
conpensation and the denom nator of which is the total conpensation
paid everywhere during the tax period. Conpensation is paid in the
city if:

(1) The individual is primarily assigned wthin the city;

(ii) The individual is not primarily assigned to any place of
busi ness for the tax period and the enpl oyee perforns fifty percent or
nore of his or her service for the tax period in the city; or

(iii1) The individual is not primarily assigned to any place of
business for the tax period, the individual does not perform fifty
percent or nore of his or her service in any city((4)). and the
enpl oyee resides in the city.

(b) The service incone factor is a fraction, the nunerator of which
is the total service incone of the taxpayer in the city during the tax
period, and the denom nator of which is the total service incone of the
t axpayer everywhere during the tax period. Service inconme is in the
city if:

(i) The custoner location is in the city; or

(1i) The income-producing activity is perfornmed in nore than one
|l ocation and a greater proportion of the service-incone-producing
activity is performed in the city than in any other |ocation, based on
costs of performance, and the taxpayer is not taxable at the custoner
| ocation; or

(ii1) The service-incone-producing activity is perforned within the
city, and the taxpayer is not taxable in the custoner |ocation.

(c) If the allocation and apportionnent provisions of this
subsection do not fairly represent the extent of the taxpayer's
busi ness activity in the city or cities in which the taxpayer does

p. 11 HB 2260
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busi ness, the taxpayer may petition for or the tax adm nistrators may
jointly require, in respect to all or any part of the taxpayer's
busi ness activity, that one of the follow ng nethods be used jointly by
the cities to allocate or apportion gross incone, if reasonabl e:

(i) Separate accounting;

(1i) The use of a single factor;

(ti1) The inclusion of one or nore additional factors that wll
fairly represent the taxpayer's business activity in the city; or

(1v) The enploynent of any other nmethod to effectuate an equitable
al l ocation and apportionnent of the taxpayer's incone.

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

(a) "Apportionable incone" neans the gross inconme of the business
taxabl e under the service classifications of a city's gross receipts
tax, including incone received fromactivities outside the city if the
income would be taxable under the service classification if received
from activities within the city, less any exenptions or deductions
avai |l abl e.

(b) "Conpensation” neans wages, salaries, commssions, and any
other form of renuneration paid to individuals for personal services
that are or would be included in the individual's gross incone under
the federal internal revenue code.

(c) "Individual" means any individual who, under the usual conmon
| aw rul es applicable in determ ning the enpl oyer-enpl oyee rel ati onshi p,
has the status of an enpl oyee of that taxpayer.

(d) "Custoner location" means the city or unincorporated area of a
county where the majority of the contacts between the taxpayer and the
custoner take place.

(e) "Primarily assigned® neans the business location of the
t axpayer where the individual perfornms his or her duties.

(f) "Service-taxable inconme" or "service incone" neans gross incone
of the business subject to tax under either the service or royalty
cl assification.

(g) "Tax period" neans the cal endar year during which tax liability
is accrued. If taxes are reported by a taxpayer on a basis nore
frequent than once per year, taxpayers shall calculate the factors for
the previous cal endar year for reporting in the current cal endar year

HB 2260 p. 12
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and correct the reporting for the previous year when the factors are
calculated for that year, but not later than the end of the first
quarter of the follow ng year.

(h) "Taxable in the custoner |ocation" neans either that a taxpayer
is subject to a gross receipts tax in the custoner |ocation for the
privilege of doing business, or that the governnent where the custoner
is located has the authority to subject the taxpayer to gross receipts
tax regardl ess of whether, in fact, the governnent does so.

Sec. 17. RCW 35.102.140 and 2003 ¢ 79 s 14 are each anended to
read as foll ows:

Cities inposing business and occupation taxes or public utility
taxes nust conply with all requirenents of RCW 35.102.020 through
35.102. 130 by Decenber 31, ((26064)) 2007. A city that has not conplied
with the requirenments of RCW 35.102. 020 t hrough 35.102. 130 by Decenber
31, ((20664)) 2007, nmay not inpose a tax that is inposed by a city on
the privilege of engaging in business activities. Cities inposing
busi ness and occupation taxes or public utility taxes after Decenber
31, ((2664)) 2007, nust conply with RCW 35.102. 020 t hrough 35.102. 130.

Sec. 18. RCW 35.102. 160 and 2006 ¢ 301 s 6 are each anended to
read as foll ows:
(1) ((A—etty—that—+rposes—its—bustness—and—occupation—tax—on

serviees;)) The departnent shall provide a deduction identical to the
deduction in RCW 82.04.540(2) for the business and occupation tax on
prof essi onal enpl oyer services perfornmed by a professional enployer.

(2) For the purposes of this section, "professional enployer
organi zation" and "professional enployer services" have the sane
meani ngs as in RCW 82. 04. 540.

Sec. 19. RCW 35.102.1301 and 2003 ¢ 79 s 15 are each amended to
read as foll ows:

(1) The departnment ((ef—+evende)) shall conduct a study of the net
fiscal inmpacts of this chapter ((#+—taws—ef—2003)), with particul ar
enphasis on the revenue inpacts of the apportionnent and allocation
met hod contained in RCW 35.102.130 and any revenue inpact resulting
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from the increased uniformty and consistency provided through the
nmodel ordi nance. In conducting the study, the departnent shall use
and regularly consult wth, a commttee conposed of an equal
representation from interested business representatives and from a
representative sanpling of cities inposing business and occupation
taxes. The departnment shall report the final results of the study to
t he governor and the fiscal commttees of the |egislature by Novenber
30, 2005. In addition, the departnent shall provide progress reports
to the governor and the fiscal conmttees of the legislature on
Novenmber 30, 2003, and Novenber 30, 2004. As part of its report, the
departnent shall exam ne and recomrend options to address any adverse
revenue inpacts to local jurisdictions.

(2) The departnent shall conduct a study of the net fiscal inpacts
of this act, wth particular enphasis on the revenue inpacts of

devel oping uniform classifications for public utility taxes collected
under this chapter and the standardi zation of reporting thresholds. 1In
conducting the study, the departnent shall consult with the cities and
associ ation of WAshi ngton businesses. The departnent shall report the
final results of the study to the fiscal commttees of the |eqgislature
by Novenber 30, 2007. Such report nust include the departnent's
recommendations to address any adverse revenue inpacts to |ocal
jurisdictions.

(3) For the purposes of this section, "net fiscal inpacts" neans
accounting for the potential of both positive and negative fiscal
i npacts on local jurisdictions that may result from chapter 79, Laws of
2003.

((63))) (4) It is the intent of the legislature through this study
to provide accurate fiscal inpact analysis and recomrended options to
al l eviate revenue inpacts fromchapter 79, Laws of 2003 so as to all ow
local jurisdictions to anticipate and appropriately address any
potential adverse revenue inpacts fromchapter 79, Laws of 2003.

NEW SECTION. Sec. 20. A new section is added to chapter 35.102
RCWto read as foll ows:

Cities, shall contract, prior to the effective date of this section
for the admnistration and collection to the state departnent of
revenue, which shall deduct a percentage anount, as provided by
contract, not to exceed two percent of the taxes collected for
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adm ni stration and col | ecti on expenses incurred by the departnent. The
remai nder of any portion of any tax authorized by this chapter that is
coll ected by the departnent of revenue shall be deposited by the state
departnment of revenue in the nunicipal business and occupation and
public wutility tax account hereby created in the state treasury.
Moneys in the nunicipal business and occupation and public utility tax
account may be spent only for distribution to cities inposing a
muni ci pal business and occupation tax or public utility tax. Al
adm ni strative provisions in chapters 82.03, 82.04, and 82.32 RCW as
t hey now exi st or may hereafter be anmended, shall, insofar as they are
applicable to state business and occupation or public utility taxes, be
applicable to taxes inposed pursuant to this chapter. Except as
provided in RCW43.08. 190, all earnings of investnents of balances in
the nmunici pal business and occupation and public utility tax account
shall be credited to the nunicipal business and occupation and public
utility tax account and distributed to the cities nonthly.

NEW SECTION. Sec. 21. A new section is added to chapter 35.102
RCWto read as foll ows:

(1) Except as provided in subsections (2), (3), and (4) of this
section, a municipal business and occupation tax or public utility tax
change shall take effect (a) no sooner than seventy-five days after the
departnment receives notice of the change and (b) only on the first day
of January, April, July, or Cctober.

(2) In the case of a nunicipal business and occupation tax or
public utility tax that is a credit against the state business and
occupation tax or state public utility tax, a nunicipal business and
occupation tax or public utility tax change shall take effect (a) no
sooner than thirty days after the departnent receives notice of the
change and (b) only on the first day of a nonth.

(3)(a) A nunicipal business and occupation tax or public utility
tax rate increase inposed on services applies to the first billing
period starting on or after the effective date of the increase.

(b) A nmunicipal business and occupation tax or public utility tax
rate decrease inposed on services applies to bills rendered on or after
the effective date of the decrease.

(c) For the purposes of this subsection (3), "services" neans the
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performance of business activities subject to either a municipal
busi ness and occupation tax or public utility tax.

NEW SECTION. Sec. 22. A new section is added to chapter 35.102
RCWto read as foll ows:

Monthly the state treasurer shall make distributions from the
muni ci pal busi ness and occupation tax or public utility tax account to
the counties, cities, transportation authorities, public facilities
districts, and transportation benefit districts the anobunt of tax
collected on behalf of each taxing authority, Iless the deduction
provided for in RCW 82.14.050. The state treasurer shall make the
di stribution under this section without appropriation.

NEW SECTION. Sec. 23. A new section is added to chapter 35.102
RCWto read as foll ows:

It is the intent of this chapter that any definitions or
classifications for taxes adopted pursuant to this chapter be identical
to the definitions and classifications for state business and
occupation taxes or public utility taxes in chapters 82.16 and 82. 04

RCW unless otherwise prohibited by federal law, and wth other
muni ci pal business and occupation taxes and public utility taxes
adopted pursuant to this chapter. The departnent shall, as soon as

practicable, and with the assistance of the appropriate associations of
county prosecutors and city attorneys, draft a nodel resolution and
ordi nance for admnistration and coll ection of nunicipal business and
occupation and public utility taxes.

NEW SECTION. Sec. 24. A new section is added to chapter 35.102
RCWto read as foll ows:

The taxes provided by this chapter may be deposited by any taxpayer
prior to the due date thereof wth the treasurer or other |egal
depository for the benefit of the funds to which they belong to be
credited against any future tax or assessnent that nay be levied or
beconme due from the taxpayer. However, the taxpayer may wth the
concurrence of the legislative authority designate a particular fund of
such county or city against which such prepaynent of tax or assessnent
iIs nade. Such prepaynent of taxes or assessnents shall not be
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considered to be a debt for the purpose of the limtation of
i ndebt edness i nposed by law on a city.

By agreenent made pursuant to chapter 39.34 RCW cities may utilize
tax revenues received under the authority of this chapter for any
purpose within their power or powers, privileges or authority exercised
or capabl e of exercise by the cities.

NEW SECTION. Sec. 25. A new section is added to chapter 35.102
RCWto read as foll ows:

When permtted by resolution or ordinance, any tax authorized by
this chapter may be paid prior to the taxable event to which it may be
attri but abl e. Such prepaynent shall be nade by deposit with the
treasurer or other |egal depository for the benefit of the funds to
whi ch they bel ong. They shall be credited by any county or city
agai nst any future tax that may becone due from a taxpayer. However
the taxpayer with the concurrence of the legislative authority may
designate a particular fund of the city agai nst which such prepaynent
of tax is nade. Prepaynent of taxes under this section shall not
relieve any taxpayer fromremtting the full anmount of any tax inposed
under the authority of this chapter upon the occurrence of the taxable
event .

NEW SECTION. Sec. 26. A new section is added to chapter 35.102
RCWto read as foll ows:

A person with three or nore cities to which such person is required
to report nmunicipal business and occupation or public utility taxes,
must electronically file with the departnment all returns, fornms, and
other information that the departnment requires in an electronic fornmat
as provided or as approved by the departnent. Any return, form or
information required to be filed in an electronic format under this
section is not filed until received by the departnent in an electronic
format. As used in this section, "returns" has the same neaning as
"return” in RCW82.32. 050.

NEW SECTION. Sec. 27. 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.
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NEW SECTION. Sec. 28. This act applies to taxes levied in 2008
and coll ected in 2009.

NEW SECTION. Sec. 29. Section 16 of this act takes effect January
1, 2008.

NEW SECTI ON. Sec. 30. Except for section 16 of this act, this act
is necessary for the imrediate preservation of the public peace,
health, or safety, or support of the state governnent and its existing
public institutions, and takes effect imedi ately.

~-- END ---
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