[ —

©O© 00 N O O

10
11
12
13
14
15
16
17
18

H 4206. 3

HOUSE BI LL 3327

St ate of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on

By Representative Kessler

AN ACT Relating to ensuring nunicipal business and occupation tax
uniformty and fairness; anmending RCW 35.102.040; and creating new
sections.

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

NEW SECTION. Sec. 1. On January 1, 2008, Ilegislation becanme
effective, which provided nunicipal business and occupation tax
uniformty and fairness. This legislation had been enacted five years
earlier in House Bill No. 2030 (chapter 79, Laws of 2003). The primary
obj ectives of the 2003 | egislation were to nake the existing nunici pal
tax systemless conplex and nore fair through uniformty. However, as
the law has recently becone effective, certain jurisdictions have
enacted local legislation specifically designed for the purpose of

avoiding the 2003 legislative intent. For exanple, certain | ocal
governnents have adopted ordi nances inposing business square footage
t axes. Such local ordinances hurt the business conmmunity by

unnecessarily increasing the local tax conplexity and placing unfair
tax burdens on certain business activities, which directly contradicts
the 2003 | egi sl ation.
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Therefore, the legislature finds that it is of the utnost
i nportance to enact new | egislation, which further clarifies that | ocal
governnents cannot sidestep the intentions of the |egislature.
Muni ci pal busi ness and occupation tax fairness and uniformty are vital
to a healthy business comunity throughout the state. For these
reasons, |ocal governnents should not be allowed to devel op new taxing
systens that are the sane in principal as the old taxing systens, which
the legislature worked so diligently to elimnate in 2003. The 2003
act specifically required the devel opnent of a nodel ordinance for
busi ness and occupation taxes in order to achieve the goals of that
| egislation. This legislature finds that the nodel ordinance, which is
required to be adopted by Ilocal governnents, nust prohibit the
i nposition of business square footage taxes to ensure tax fairness and
uniformty are acconplished.

Sec. 2. RCW35.102.040 and 2006 ¢ 301 s 7 are each anended to read
as follows:

(1)(a) The cities, working through the association of Washington
cities, shall forma nodel ordi nance devel opnent comm ttee nmade 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 nenbers of the public. Input shall be solicited
from statew de business associations and from |ocal chanbers of
commerce and downtown business associations in cities that levy a
busi ness and occupation tax.

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

for 1inspection upon request. The departnent of revenue and the
departnent of licensing shall post copies of or links to the nodel
ordinance on their internet web sites. Additionally, a city that

i nposes a business and occupation tax nust nake copies of its ordi nance
avai l abl e 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
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t he nodel ordi nance may be anended at any tine to conply with changes
in state |aw. Any anmendnent to a mandatory provision of the nodel
ordi nance nust be adopted with the sane effective date by all cities.

(2) A city that inposes a business and occupation tax nust adopt
the mandatory provisions of the nodel ordinance. The follow ng
provi sions are mandatory:

(a) A system of <credits that neets the requirements of RCW
35.102. 060 and a form for such use;

(b) Auniform mninmumsnmall business tax threshold of at |east the
equi val ent of twenty thousand dollars in gross incone annually. A city
may elect to deviate from this requirenment by creating a higher
threshold or exenption but it shall not deviate |ower than the |eve
required in this subsection. |If a city has a small business threshold
or exenption in excess of that provided in this subsection as of
January 1, 2003, and chooses to deviate below the threshold or
exenption level that was in place as of January 1, 2003, the city nust
notify all businesses licensed to do business within the city at |east
one hundred twenty days prior to the potential inplenentation of a
| ower threshold or exenption anount;

(c) Tax reporting frequencies that neet the requirenents of RCW
35.102. 070;

(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 mninum nust include the definitions
enunerated in RCW 35.102.030 and 35.102.120. The definitions in
chapter 82.04 RCWshall be used as the baseline for all definitions in
the nodel ordinance, and any deviation in the nodel ordinance from
these definitions nmust be described by a coment in the nodel
or di nance.

(3) Except for the deduction required by RCW 35.102.160 and the
system of «credits developed to address nultiple taxation under
subsection (2)(a) of this section, a city may adopt its own provisions
for tax exenptions, tax credits, and tax deducti ons.

(4) A city wth a population of nore than five hundred thousand
persons nmay not adopt an ordinance that places a substantially
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equi valent tax burden on the taxpayer, such as a square footage tax
that inposes a business and occupation tax that contradicts the
legislative intent of pronmoting uniformty and fairness anbng nuni ci pal
busi ness and occupation taxes.

(5) Any city that adopts an ordinance that deviates from the
nonmandat ory provi sions of the nodel ordinance shall nake a description
of such differences available to the public, in witten and electronic
form

NEW SECTION. Sec. 3. This act applies retroactively, as well as
prospectively.

~-- END ---
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