SENATE BILL REPORT
SB 5871

As Reported by Senate Committee On:
Ways & Means, June 11, 2013

Title: An act relating to fiscal matters.
Brief Description: Relating to fiscal matters.
Sponsors: Senator Hill.

Brief History:
Committee Activity: Ways & Means: 6/10/13, 6/11/13 [DPS, DNP, w/oRec].

SENATE COMMITTEE ON WAYS & MEANS

Majority Report: That Substitute Senate Bill No. 5871 be substituted therefor, and the
substitute bill do pass.

Signed by Senators Hill, Chair; Nelson, Assistant Ranking Member; Bailey, Conway,
Dammeier, Fraser, Hasegawa, Keiser, Kohl-Welles, Ranker, Schoesler and Tom.

Minority Report: Do not pass.
Signed by Senators Hewitt and Rivers.

Minority Report: That it be referred without recommendation.
Signed by Senators Becker, Braun, Padden and Parlette.

Staff: Juliana Roe (786-7438)

Background: Sales and Use Tax. Retail sales taxes are imposed on retail sales of most
articles of tangible personal property, digital products, and some services. A retail sale is a
sale to the final consumer or end user of the property, digital product, or service. If retail
sales taxes were not collected when the user acquired the property, digital products, or
services, then use taxes apply to the value of property, digital products, or services when used
in this state. The state, most cities, and all counties levy retail sales and use taxes. The state
sales and use tax rate is 6.5 percent. Local sales and use tax rates vary from 0.5 percent to
3.0 percent, depending on the location.

Nonresident Sales Tax Exemption. A sales tax exemption is allowed to a resident of a state,
possession, or Canadian province that does not impose a retail sales tax, use tax, value added
tax, gross receipts tax, or similar generally applicable tax of 3 percent or more on purchases
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of goods for use outside the state. The exemption does not apply to items or services
consumed in the state such as hotel stays or meals at restaurants. Retailers are not required to
make tax exempt sales to qualifying nonresidents. A vendor may choose to collect sales tax
on purchases made by qualifying nonresidents or to sell merchandise tax free.

Summary of Bill: The bill as referred to committee not considered.

Summary of Bill (Recommended Substitute): The nonresident sales tax exemption is
converted to a remittance program. Out-of-state residents will owe sales tax initially, but
may apply once each calendar quarter to the Department of Revenue (DOR) for a remittance
of Washington sales taxes paid in the prior calendar year. The person may seek a remittance
of both state and local sales tax. The amount of the remittance claim must exceed $25.

Appropriation: None.

Fiscal Note: Requested.

Committee/Commission/Task Force Created: No.

Effective Date: The bill contains an emergency clause and takes effect on July 1, 2013.

Staff Summary of Public Testimony: CON: This bill will result in a negative effect on our
economy. We want to bring in out-of-state shoppers to shop in Washington rather than their
own state and this bill will cause the consumers to go elsewhere. That will in turn effect
Washington jobs and our border retail communities. There is also an issue with regard to the
submission of fraudulent receipts that should be considered.

Although vehicle sales are excluded from this bill, we believe people will mistakenly believe
that vehicle sales are included. We think that this would in turn lead to a reduction in vehicle
sales.

OTHER: In order to improve the level of our budget we need to move forward with this bill.
We do, however, prefer the House level of funding. Not providing nonresidents an
exemption is a great starting point, but it can be improved. We would prefer to close this
loophole altogether rather than provide the rebate.

Persons Testifying: CON: Mark Johnson, Washington Retail Association; Amber Carter,
Association of Washington Business; Scott Hazlegrove, Washington State Auto Dealers
Association.

OTHER: Abby Murphy, Washington State Association of Counties; Nick Federici, Our
Economic Future Coalition.
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