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SUBSTI TUTE SENATE BI LL 6671

Passed Legislature - 2006 Regul ar Session
State of WAshi ngt on 59th Legislature 2006 Regul ar Sessi on

By Senate Commttee on Ways & Means (originally sponsored by Senators
Doum t, Delvin, Rasnmussen and Parlette)

READ FI RST TI ME 02/ 17/ 06.

AN ACT Relating to clarifying the application of taxes to the
financial activities of professional enployer organizations; anending
RCW 82.08.010, 82.12.010, 82.80.050, and 35.102.040; adding a new
section to chapter 82.04 RCW adding a new section to chapter 82.32
RCW adding a new section to chapter 35.102 RCW adding a new section
to chapter 82.02 RCW and providing an effective date.

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

NEW SECTION. Sec. 1. A new section is added to chapter 82.04 RCW
to read as foll ows:

(1) The provision of professional enployer services by a
pr of essi onal enpl oyer organization is taxable under RCW 82.04. 290(2).

(2) A professional enployer organization is allowed a deduction
from the gross income of the business derived from performng
pr of essi onal enpl oyer services that is equal to the portion of the fee
charged to a client that represents the actual cost of wages and
sal aries, benefits, workers' conpensation, payroll taxes, w thholding,
or other assessnents paid to or on behalf of a covered enpl oyee by the
prof essional enployer organization under a professional enployer
agr eement .

p. 1 SSB 6671. SL



©O© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNMNDNMNDNDNNMNDNNMNMNNNMNPEPPRPPRPPRPPRPERPEPRPPRPPREPE
N o oA WNEFE OO 0o NP WDNPE OO oo N Ok W DN e o

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

(a) "dient" neans any person who enters into a professional
enpl oyer agreenent with a professional enployer organization. For
purposes of this subsection (3)(a), "person" has the sanme neaning as
"buyer" in RCW 82.08. 010.

(b) "Coenpl oyer" neans either a professional enployer organization
or a client.

(c) "Coenploynent relationship" neans a relationship which is
intended to be an ongoing relationship rather than a tenporary or
proj ect-specific one, wherein the rights, duties, and obligations of an
enpl oyer which arise out of an enploynent relationship have been
al l ocated between coenployers pursuant to a professional enployer
agreenent and applicable state |aw In such a coenpl oynent
rel ati onshi p:

(i) The professional enployer organization is entitled to enforce
only such enployer rights and is subject to only those obligations
specifically allocated to the professional enployer organization by the
pr of essi onal enpl oyer agreenent or applicable state | aw,

(ii) The client is entitled to enforce those rights and obligated
to provide and perform those enployer obligations allocated to such
client by the professional enployer agreenent and applicable state | aw,
and

(iii1) The client is entitled to enforce any right and obligated to
performany obligation of an enployer not specifically allocated to the
prof essional enployer organization by the professional enployer
agreenent or applicable state | aw

(d) "Covered enployee" neans an individual having a coenpl oynment
rel ationship with a professional enployer organization and a client who
neets all of the followng criteria: (i) The individual has received
witten notice of coenploynent wth the professional enpl oyer
organi zation, and (ii) the individual's coenploynent relationship is
pursuant to a professional enployer agreenent. I ndi vidual s who are
officers, directors, shareholders, partners, and managers of the client
are covered enployees to the extent the professional enployer
organi zation and the client have expressly agreed in the professional
enpl oyer agreenent that such individuals would be covered enpl oyees and

SSB 6671. SL p. 2
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provi ded such individuals neet the criteria of this subsection and act
as operational managers or perform day-to-day operational services for
the client.

(e) "Professional enployer agreenent” neans a witten contract by
and between a client and a professional enployer organization that
provi des:

(i) For the coenploynent of covered enpl oyees; and

(1i) For the allocation of enployer rights and obligations between
the client and the professional enployer organization with respect to
t he covered enpl oyees.

(f) "Professional enployer organization"” nmeans any person engaged
in the business of providing professional enployer services. The
foll owi ng shall not be deened to be professional enployer organi zations
or the providing of professional enployer services for purposes of this
section:

(1) Arrangenents wherein a person, whose principal business
activity is not entering into professional enployer arrangenents and
whi ch does not hold itself out as a professional enployer organization,
shares enployees with a comonly owned conpany within the neaning of
section 414(b) and (c) of the Internal Revenue Code of 1986, as
anmended,;

(11) Independent contractor arrangenents by which a person assunes
responsibility for the product produced or service performed by such
person or his or her agents and retains and exercises primary direction
and control over the work perfornmed by the individuals whose services
are supplied under such arrangenents; or

(ti1) Providing staffing services.

(g) "Professional enployer services" neans the service of entering
into a coenploynment relationship with a client in which all or a
majority of the enployees providing services to a client or to a
division or work unit of a client are covered enpl oyees.

(h) "Staffing services" nmeans services consisting of a person:

(1) Recruiting and hiring its own enpl oyees;

(1i) Finding other organizations that need the services of those
enpl oyees;

(ti1) Assigning those enployees on a tenporary basis to perform
work at or services for the other organizations to support or
suppl ement the other organizations' work forces, or to provide

p. 3 SSB 6671. SL
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assistance in special work situations such as, but not limted to,
enpl oyee absences, skill shortages, seasonal workloads, or to perform
special assignnents or projects, all under the direction and
supervi sion of the custoner; and

(tv) Customarily attenpting to reassign the enployees to other
or gani zati ons when they finish each assignnent.

Sec. 2. RCW 82.08.010 and 2005 c 514 s 110 are each anended to
read as foll ows:

For the purposes of this chapter:

(1) "Selling price" includes "sales price." "Sales price" neans
the total anount of consideration, except separately stated trade-in
property of |ike kind, including cash, credit, property, and services,
for which tangi bl e personal property, extended warranties, or services
defined as a "retail sale" under RCW 82.04.050 are sold, |eased, or
rented, valued in noney, whether received in noney or otherw se. No
deduction from the total anmount of consideration is allowed for the
followng: (a) The seller's cost of the property sold; (b) the cost of
materi als used, |abor or service cost, interest, |losses, all costs of
transportation to the seller, all taxes inposed on the seller, and any
ot her expense of the seller; (c) charges by the seller for any services
necessary to conplete the sale, other than delivery and installation
charges; (d) delivery charges; (e) installation charges; and (f) the
val ue of exenpt tangi ble personal property given to the purchaser where
taxable and exenpt tangible personal property have been bundled
together and sold by the seller as a single product or piece of
mer chandi se.

When tangible personal property is rented or |eased under
circunstances that the consideration paid does not represent a
reasonabl e rental for the use of the articles so rented or |eased, the
"selling price" shall be determ ned as nearly as possible according to
t he val ue of such use at the places of use of simlar products of |ike
qual ity and character under such rules as the departnent nmay prescribe.

"Selling price" or "sales price" does not include: Di scount s,
i ncluding cash, term or coupons that are not reinbursed by a third
party that are allowed by a seller and taken by a purchaser on a sal e;
interest, financing, and carrying charges fromcredit extended on the
sal e of tangi bl e personal property, extended warranties, or services,

SSB 6671. SL p. 4
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if the anmpbunt is separately stated on the invoice, bill of sale, or
simlar docunent given to the purchaser; and any taxes legally inposed
directly on the consuner that are separately stated on the invoice,
bill of sale, or simlar docunent given to the purchaser;

(2)(a) "Seller" means every person, including the state and its
departnents and institutions, making sales at retail or retail sales to
a buyer, purchaser, or consuner, whether as agent, broker, or
principal, except "seller" does not nean:.

(i) The state and its departnents and institutions when nmaking
sales to the state and its departnents and institutions; or

(i1) A professional enployer organization when a covered enpl oyee
coenployed with the client under the terns of a professional enployer
agreenent engages in activities that constitute a sale at retail that
IS subject to the tax inposed by this chapter. In such cases, the
client, and not the professional enployer organization, is deened to be

the seller and is responsible for collecting and remtting the tax
i nposed by this chapter.
(b) For the purposes of (a) of this subsection, the terns "client,"

"covered enpl oyee, " " pr of essi onal enpl oyer agreenent , " and
"professional enployer organization" have the sane neanings as in
section 1 of this act.

(3) "Buyer," "purchaser," and "consuner" include, without limting
the scope hereof, every individual, receiver, assignee, trustee in
bankruptcy, trust, estate, firm copartnership, joint venture, club
conpany, joint stock conpany, business trust, corporation, association,
society, or any group of individuals acting as a unit, whether nutual,
cooperative, fraternal, nonprofit, or otherw se, nunicipal corporation,
quasi nunici pal corporation, and also the state, its departnents and
institutions and all political subdivisions thereof, irrespective of
the nature of the activities engaged in or functions perforned, and
also the United States or any instrunentality thereof;

(4) "Delivery charges" neans charges by the seller of personal
property or services for preparation and delivery to a location
desi gnated by the purchaser of personal property or services including,

but not limted to, transportation, shipping, postage, handling,
crating, and packing;
(5) "Direct mail" neans printed material delivered or distributed

by United States nmail or other delivery service to a mass audi ence or

p. 5 SSB 6671. SL
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to addressees on a mailing list provided by the purchaser or at the
direction of the purchaser when the cost of the itens are not billed

directly to the recipients. "Direct mail" includes tangi ble personal
property supplied directly or indirectly by the purchaser to the direct
mail seller for inclusion in the package containing the printed
mat eri al . "Direct mail" does not include nultiple itenms of printed

material delivered to a single address;
(6) The neaning attributed in chapter 82.04 RCWto the terns "tax

year," "taxable year," "person,"” "conpany," "sale," "sale at retail,’
"retail sale," "sale at wholesale," "whol esale,” "business," "engagi ng
i n business," "cash discount,"” "successor," "consuner," "in this state"
and "within this state" shall apply equally to the provisions of this
chapter;

(7) For the purposes of the taxes inposed under this chapter and
under chapter 82.12 RCW "tangible personal property" neans persona
property that can be seen, weighed, neasured, felt, or touched, or that
is in any other manner perceptible to the senses. Tangible persona
property includes electricity, water, gas, steam and prewitten
conput er software;

(8 "Extended warranty" has the sanme neaning as in RCW
82.04. 050(7).

Sec. 3. RCW 82.12.010 and 2005 c 514 s 104 are each anended to
read as foll ows:

For the purposes of this chapter:

(1) "Purchase price" neans the sane as sales price as defined in
RCW 82. 08. 010.

(2)(a) "Value of the article used" shall be the purchase price for
the article of tangible personal property, the use of which is taxable

under this chapter. The term also includes, in addition to the
purchase price, the amount of any tariff or duty paid with respect to
the inportation of the article used. In case the article used is

acquired by lease or by gift or is extracted, produced, or manufactured
by the person using the sanme or is sold under conditions wherein the
purchase price does not represent the true val ue thereof, the val ue of
the article used shall be determ ned as nearly as possible according to
the retail selling price at place of use of simlar products of I|ike
qual ity and character under such rules as the departnent nay prescribe.

SSB 6671. SL p. 6
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(b) I'n case the articles used are acquired by bail ment, the val ue
of the use of the articles so used shall be in an anount representing
a reasonable rental for the use of the articles so bailed, determ ned
as nearly as possible according to the value of such use at the pl aces
of use of simlar products of like quality and character under such
rules as the departnent of revenue may prescribe. In case any such
articles of tangible personal property are used in respect to the
construction, repairing, decorating, or inproving of, and which becone
or are to becone an ingredient or conponent of, new or existing
bui l di ngs or other structures under, upon, or above real property of or
for the United States, any instrunentality thereof, or a county or city
housi ng authority created pursuant to chapter 35.82 RCW including the
installing or attaching of any such articles therein or thereto,
whet her or not such personal property becones a part of the realty by
virtue of installation, then the value of the use of such articles so
used shall be determ ned according to the retail selling price of such
articles, or in the absence of such a selling price, as nearly as
possi ble according to the retail selling price at place of use of
simlar products of |like quality and character or, in the absence of
either of these selling price neasures, such value nmay be determ ned
upon a cost basis, in any event under such rules as the departnment of
revenue may prescribe.

(c) In the case of articles owed by a user engaged in business
outside the state which are brought into the state for no nore than one
hundred eighty days in any period of three hundred sixty-five
consecutive days and which are tenporarily used for business purposes
by the person in this state, the value of the article used shall be an
anount representing a reasonable rental for the use of the articles,
unl ess the person has paid tax under this chapter or chapter 82.08 RCW
upon the full value of the article used, as defined in (a) of this
subsecti on.

(d) I'n the case of articles manufactured or produced by the user
and used in the manufacture or production of products sold or to be
sold to the departnent of defense of the United States, the val ue of
the articles used shall be determ ned according to the value of the
i ngredi ents of such articles.

(e) In the case of an article manufactured or produced for purposes
of serving as a prototype for the devel opnent of a new or inproved

p. 7 SSB 6671. SL
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product, the value of the article used shall be determined by: (i) The
retail selling price of such new or inproved product when first offered
for sale; or (ii) the value of mterials incorporated into the
prototype in cases in which the new or inproved product is not offered
for sale.

(f) I'n the case of an article purchased with a direct pay permt
under RCW 82.32.087, the value of the article used shall be determ ned
by the purchase price of such article if, but for the use of the direct
pay permt, the transaction would have been subject to sales tax;

(3) "Value of the service used" neans the purchase price for the
service, the use of which is taxable under this chapter. If the
service is received by gift or under conditions wherein the purchase
price does not represent the true value thereof, the value of the
service used shall be determ ned as nearly as possible according to the
retail selling price at place of use of simlar services of Iike
quality and character under rules the departnent may prescribe;

(4) "Value of the extended warranty used" neans the purchase price
for the extended warranty, the use of which is taxable under this
chapter. If the extended warranty is received by gift or wunder
condi tions wherein the purchase price does not represent the true val ue
of the extended warranty, the value of the extended warranty used shal
be determned as nearly as possible according to the retail selling
price at place of use of simlar extended warranties of like quality
and character under rules the departnment may prescribe;

(5 "Use," "used," "using," or "put to use" shall have their
ordi nary meani ng, and shall nean:

(a) Wth respect to tangible personal property, the first act
within this state by which the taxpayer takes or assunmes dom nion or
control over the article of tangi ble personal property (as a consuner),
and i ncl ude installation, st or age, wi t hdr awal from storage,
distribution, or any other act preparatory to subsequent actual use or
consunption within this state;

(b) Wth respect to a service defined in RCW82.04.050(2)(a), the
first act within this state after the service has been perforned by
whi ch the taxpayer takes or assunes domnion or control over the
article of tangible personal property upon which the service was
performed (as a consuner), and includes installation, storage,

SSB 6671. SL p. 8
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w t hdrawal from storage, distribution, or any other act preparatory to
subsequent actual use or consunption of the article within this state;
and

(c) Wth respect to an extended warranty, the first act within this
state after the extended warranty has been acquired by which the
t axpayer takes or assunmes domnion or control over the article of
tangi bl e personal property to which the extended warranty applies, and
i ncludes installation, storage, w thdrawal from storage, distribution,
or any other act preparatory to subsequent actual use or consunption of
the article within this state;

(6) "Taxpayer" and "purchaser" include all persons included within
the meaning of the word "buyer" and the word "consunmer" as defined in
chapters 82.04 and 82.08 RCW

(7)(a)(i) Except as provided in (a)(ii) of this subsection (7),
"retailer" means every seller as defined in RCW 82.08.010 and every
person engaged in the business of selling tangible personal property at
retail and every person required to collect from purchasers the tax
i nposed under this chapter..

(ii) "Retailer"™ does not include a professional enpl oyer
organi zati on when a covered enpl oyee coenployed with the client under
the terns of a professional enployer agreenent engages in activities
that constitute a sale of tangible personal property, extended
warranty, or a sale of any service defined as a retail sale in RCW
82.04.050 (2)(a) or (3)(a) that is subject to the tax inposed by this
chapter. In such cases, the client, and not the professional enployer
organi zation, is deened to be the retailer and is responsible for
collecting and remtting the tax i nposed by this chapter.

(b) For the purposes of (a) of this subsection, the terns "client,"
"covered enpl oyee, " " pr of essi onal enpl oyer agreenent , " and
"professional enployer organization" have the sane neanings as in
section 1 of this act;

(8 "Extended warranty" has the sanme neaning as in RCW
82.04. 050(7);

(9) The neaning ascribed to words and phrases in chapters 82.04 and
82.08 RCW insofar as applicable, shall have full force and effect with
respect to taxes inposed under the provisions of this chapter.
"Consuner," in addition to the nmeaning ascribed to it in chapters 82. 04
and 82.08 RCW insofar as applicable, shall also nean any person who

p. 9 SSB 6671. SL
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di stributes or displays, or causes to be distributed or displayed, any
article of tangible personal property, except newspapers, the primary
purpose of which is to pronote the sale of products or services. Wth
respect to property distributed to persons within this state by a
consuner as defined in this subsection (9), the use of the property
shal |l be deened to be by such consuner.

NEW SECTION. Sec. 4. A new section is added to chapter 82.32 RCW
to read as foll ows:

(1) Aclient under the ternms of a professional enployer agreenent
is deened to be the sol e enpl oyer of a covered enpl oyee for purposes of
eligibility for any tax credit, exenption, or other tax incentive,
arising as the result of the enploynent of covered enpl oyees, provided
in RCW 82.04.4333, 82.04.44525, 82.04.448, 82.04.4483, 82.08.965,
82.12. 965, 82.16.0495, or 82.60.049 or chapter 82.62 or 82. 70 RCW or
any other provision in this title. A client, and not the professional
enpl oyer organi zation, shall be entitled to the benefit of any tax
credit, exenption, or other tax incentive arising as the result of the
enpl oynent of covered enpl oyees of that client.

(2) A client under the ternms of a professional enployer agreenent
is deened to be the sol e enpl oyer of a covered enpl oyee for purposes of
reports or surveys that require the reporting of enploynment information
relating to covered enployees of the client, as provided in RCW
82.04. 4452, 82.04.4483, 82.04.4484, 82.32.535, 82.32.540, 82.32.545,
82.32.560, 82.32.570, 82.32.610, 82.32.620, 82.60.070, 82.62.050,
82.63.020, or 82.74.040, or any other provision in this title. A
client, and not the professional enployer organization, shall be
required to conplete any survey or report that requires the reporting
of enploynment information relating to covered enpl oyees of that client.

(3) For the purposes of this section, "client,"” "covered enpl oyee, "
" pr of essi onal enpl oyer agreenent, " and  "professional enpl oyer
organi zati on" have the sane neanings as in section 1 of this act.

Sec. 5. RCWB82.80.050 and 2000 ¢ 103 s 21 are each anended to read
as follows:

(1) Acity or town electing to own, construct, maintain, operate,
and preserve its streets as a separate street utility may |evy periodic
charges for the use or availability of the streets in a total annua

SSB 6671. SL p. 10
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anmopunt of up to fifty percent of the actual costs for naintenance
operation, and preservation of facilities under the jurisdiction of the
street utility. The rates charged for the use nust be uniformfor the
sanme class of service and all business and residential properties nust
be subject to the utility charge. Charges inposed on busi nesses shal
be nmeasured solely by the nunber of enpl oyees and shall not exceed the
equi valent of two dollars per full-tinme equival ent enpl oyee per nonth.
Charges inposed against owners or occupants of residential property
shall not exceed two dollars per nonth per housing unit as defined in
RCW 35. 95. 040. A client under the terns of a professional enployer
agreenent is deened to be the sole enployer of a covered enpl oyee for
purposes of this section. In such cases, a professional enployer
organi zation is not an enployer and is not liable, primrily or
secondarily, for remtting the charge authorized in this section with
respect to covered enployees. Charges authorized in this section shal
not be inposed against owners of property: (()) (a) Exenpt under
RCW 84. 36. 010; ((2&1)) (b) exenpt fromthe |easehold tax under chapter
82.29A RCW or ((£3>)) (c) used for nonprofit or sectarian purposes,
which if said property were owned by such organi zation would qualify
for exenption under chapter 84.36 RCW The charges shall not be
conputed on the basis of an ad val orem charge on the underlying rea
property and i nprovenents. This section shall not be used as a basis
to directly or indirectly charge transportation inpact fees or
mtigation fees of any kind against new devel opnent. A city or town
may contract with any other utility or |ocal governnent to provide for
billing and collection of the street utility charges.

(2) In classifying service furnished within the general categories
of business and residential, the city or town |egislative authority may
in its discretion consider any or all of the followng factors: The
difference in cost of service to the various wusers or traffic
generators; location of the various users or traffic generators within
the city or town; the difference in cost of maintenance, operation
construction, repair, and replacenent of the various parts of the
enterprise and facility; the different character of the service
furnished to various users or traffic generators within the city or
town; the size and quality of the street service furnished; the tine of
use or traffic generation; capital contributions made to the facility
including but not limted to special assessnents; and any other nmatters

p. 11 SSB 6671. SL
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that present a reasonable difference as a ground for distinction, or
the entire category of business or residential nmay be established as a
single class. The city or town may reduce or exenpt charges on
residential properties to the extent of their occupancy by | owincone
senior citizens and other lowincone citizens as provided in RCW
74.38.070((2))), or to the extent of their occupancy by the needy or
infirm

(3) The charges shall be charges against the property and the use
t hereof and shall becone liens and be enforced in the same nmanner as
rates and charges for the use of systens of sewerage under chapter
35. 67 RCW

(4) Any city or town ordinance or resolution creating a street
utility must contain a provision granting to any business a credit
agai nst any street utility charge the full amunt of any comuter or
enpl oyer tax paid for transportation purposes by that business. A
client under the terns of a professional enployer agreenent is entitled
to the credit provided by this subsection (4) for any conmmuter or
enployer tax paid by the client with respect to covered enpl oyees.

(5) For the purposes of this section, "client," "covered enpl oyee,"
" pr of essi onal enpl oyer agreenent , " and " prof essi onal enpl oyer
organi zati on" have the sane neanings as in section 1 of this act.

NEW SECTION. Sec. 6. A new section is added to chapter 35.102 RCW
to read as foll ows:

(1) A city that inposes its business and occupation tax on
pr of essi onal enployer services performed by a professional enployer
organi zation, regardless of the tax classification applicable to such
services, shall provide a deduction identical to the deduction in
section 1(2) of this act.

(2) For the purposes of this section, "professional enployer
organi zation" and "professional enployer services" have the sane
meani ngs as in section 1 of this act.

Sec. 7. RCW 35.102.040 and 2005 ¢ 274 s 266 are each amended to
read as foll ows:

(1)(a) The cities, working through the association of Washington
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
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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 Dbusiness 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
ordi nance 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 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
t he nodel ordi nance may be anended at any tine 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.

(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 nmandatory:

(a) A system of <credits that neets the requirenments 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;

p. 13 SSB 6671. SL
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(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 mninmum 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 section 6 of this act and
the system of credits developed to address multiple 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) Any city that adopts an ordinance that deviates from the
nonmandat ory provi sions of the nodel ordinance shall nmake a description
of such differences available to the public, in witten and electronic
form

NEW SECTION. Sec. 8. A new section is added to chapter 82.02 RCW
to read as foll ows:

(1) A professional enployer organization is not liable for any tax
i nposed by or under the authority of this title or Title 35 RCWor any
other tax, fee, or charge that the departnent adm nisters based solely
on the activities or status of a covered enpl oyee having a coenpl oynent
relationship with the professional enployer organi zation.

(2) This subsection does not exenpt a professional enployer
organi zati on from

(a) Any tax inposed by or under the authority of this or any other
title based on:

(1) Professional enployer services provided by the professiona
enpl oyer organi zati on; or

(ii) The status or activities of enployees of the professional
enpl oyer organi zation that are not covered enpl oyees coenployed with a
client; or
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(b) The duty to wthhold, collect, report, and remt payroll-
rel ated and unenpl oynent taxes as required by state | aw and regul ati on.
(3) The definitions in section 1 of this act apply to this section.

NEW SECTION. Sec. 9. The provisions of this act do not affect the
application of Title 50 or 51 RCWto the reporting requirenment or tax
l[iabilities of professional enployer organizations or their clients.

NEW SECTION. Sec. 10. This act takes effect July 1, 2006.

Passed by the Senate February 20, 2006.

Passed by the House March 7, 2006.

Approved by the Governor March 29, 2006.

Filed in Ofice of Secretary of State March 29, 2006.
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