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SUBSTI TUTE HOUSE BI LL 1381

Passed Legislature - 2007 Regul ar Session
State of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session

By House Comm ttee on Fi nance (originally sponsored by
Representati ves Hasegawa, Orcutt, Mlintire and Condotta; by request
of Departnment of Revenue)

READ FI RST TI ME 02/ 09/ 07.

AN ACT Relating to meking changes of a technical nature to |aws
relating to taxes or tax progranms, adm nistered by the departnent of
revenue; anending RCW 76.09.405, 82.04.250, 82.04.261, 82.04.294,
82.04. 4281, 82.04.440, 82.04.4461, 82.04.4462, 82.04.530, 82.08.02745,
82.12.0284, 82.14B.020, 82.32.520, 82.32.545, 82.32.550, 82.32.555,
84. 33. 140, 84.34.108, 84.52.010, and 84.52.054; anending 2006 ¢c 84 s 9
(uncodified); reenacting and anending RCW 82.04.050, 82.04.260, and
82. 14B. 030; reenacting RCW 82.32.600 and 82.32.600; creating a new
section; repealing RCW84.55.012 and 84.55.0121; repealing 2005 c 514
s 113, 2004 c 153 s 502, 2003 c¢c 168 s 902, and 2002 c 67 s 18
(uncodified); repealing 2005 ¢ 514 s 112 and 2003 c¢ 168 s 503;
providing an effective date; providing expiration dates; and providing
a contingent expiration date.

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

NEW SECTION. Sec. 1. In July 2000, congress passed the nobile
t el ecommuni cati ons sourcing act (P.L. 106-252). The act addresses the
probl em of determ ning the situs of a cellular telephone call for tax
pur poses. In 2002, the legislature passed Senate Bill No. 6539
(chapter 67, Laws of 2002), which addressed the sourcing of nobile

p. 1 SHB 1381. SL



© 00 N O Ol WDN P

e e e
oo NOoO” o A WDN R O

19
20
21
22
23

24
25
26
27
28
29
30
31
32
33
34
35

t el ecommuni cations for state business and occupation tax, state and
local retail sales taxes, city utility taxes, and state and county
t el ephone access line taxes. Section 18, chapter 67, Laws of 2002
provided that the act is null and void if the federal nobile
t el ecommuni cations sourcing act is substantially inpaired or limted as
a result of a court decision that is no | onger subject to appeal. The
| egislature finds that the contingent null and void clause in section
18, chapter 67, Laws of 2002 has resulted in the necessity of codifying
two versions of a nunber of statutes to incorporate contingent
expiration and effective dates. The legislature recognizes that this
adds conplexity to the tax code and makes tax adm nistration nore
difficult. The legislature further finds that there is little or no
i kelihood that the federal nobile tel ecommunications sourcing act wll
be substantially inpaired or limted as a result of a court decision.
Therefore, the legislature intends in section 2 of this act to sinplify
Washington's tax code and tax admnistration by elimnating the
contingent null and void clause in section 18, chapter 67, Laws of
2002.

NEW SECTION. Sec. 2. The following acts or parts of acts are each
r epeal ed:

(1) 2005 c 514 s 113, 2004 c 153 s 502, 2003 c 168 s 902, & 2002 c
67 s 18 (uncodified); and

(2) 2005 c 514 s 112 & 2003 c 168 s 503.

Sec. 3. RCW76.09.405 and 2006 ¢ 300 s 3 are each anended to read
as follows:

The forest and fish support account is hereby created in the state
treasury. Recei pts from appropriations, the surcharge inposed under
RCW ((8204—260(12))) 82.04.261, and other sources nust be deposited
into the account. Expenditures from the account shall be used for
activities pursuant to the state's inplenentation of the forests and
fish report as defined in chapter 76.09 RCW and related activities
including, but not limted to, adaptive nanagenent, nonitoring, and
participation grants to tribes, state and | ocal agencies, and not-for-
profit public interest organizations. Expendi tures from the account
may be made only after appropriation by the |egislature.

SHB 1381. SL p. 2
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Sec. 4. RCWB82.04.050 and 2005 ¢ 515 s 2 and 2005 c¢ 514 s 101 are
each reenacted and anmended to read as foll ows:

(1) "Sale at retail"” or "retail sale" neans every sale of tangible
per sonal property (including articles produced, fabricated, or
inprinted) to all persons irrespective of the nature of their business
and including, anong others, without limting the scope hereof, persons
who install, repair, clean, alter, inprove, construct, or decorate real
or personal property of or for consuners other than a sale to a person
who presents a resale certificate under RCW 82.04. 470 and who:

(a) Purchases for the purpose of resale as tangible personal
property in the regular course of business w thout intervening use by
such person, but a purchase for the purpose of resale by a regiona
transit authority under RCW81.112.300 is not a sale for resale; or

(b) Installs, repairs, cl eans, alters, i nprints, I Npr oves,
constructs, or decorates real or personal property of or for consuners,
i f such tangi bl e personal property becones an ingredi ent or conponent
of such real or personal property wthout intervening use by such
person; or

(c) Purchases for the purpose of consum ng the property purchased
in producing for sale a new article of tangi ble personal property or
substance, of which such property becones an ingredi ent or conponent or
is a chemcal used in processing, when the primary purpose of such
chemcal is to create a chemcal reaction directly through contact wth
an ingredient of a new article being produced for sale; or

(d) Purchases for the purpose of consum ng the property purchased
in producing ferrosilicon which is subsequently wused in producing
magnesi um for sale, if the primary purpose of such property is to
create a chem cal reaction directly through contact with an ingredient
of ferrosilicon; ((Fer})) or

(e) Purchases for the purpose of providing the property to
consuners as part of conpetitive tel ephone service, as defined in RCW

82. 04. 065. The term shall include every sale of tangible persona
property which is used or consunmed or to be used or consuned in the
performance of any activity classified as a "sale at retail"™ or "retail

sal e" even though such property is resold or utilized as provided in
(a), (b), (c¢), (d), or (e) of this subsection follow ng such use. The
term also nmeans every sale of tangible personal property to persons

p. 3 SHB 1381. SL
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engaged in any business which is taxable under RCW 82.04.280 (2) and
(7), 82.04.290, and 82.04.2908; or

(f) Purchases for the purpose of satisfying the person's
obl i gati ons under an extended warranty as defined in subsection (7) of
this section, if such tangi ble personal property replaces or becones an
i ngredi ent or conponent of property covered by the extended warranty
W t hout intervening use by such person.

(2) The term "sale at retail” or "retail sale" shall include the
sal e of or charge nade for tangible personal property consumed and/ or
for | abor and services rendered in respect to the foll ow ng:

(a) The installing, repairing, cleaning, altering, inprinting, or
i nprovi ng of tangi bl e personal property of or for consuners, including
charges made for the nere use of facilities in respect thereto, but
excl udi ng charges nmade for the use of self-service laundry facilities,
and al so excluding sales of laundry service to nonprofit health care
facilities, and excluding services rendered in respect to Iive aninals,
bi rds and insects;

(b) The constructing, repairing, decorating, or inproving of new or
existing buildings or other structures under, upon, or above real
property of or for consumers, including the installing or attaching of
any article of tangi ble personal property therein or thereto, whether
or not such personal property becones a part of the realty by virtue of
installation, and shall also include the sale of services or charges
made for the clearing of |land and the noving of earth excepting the
mere leveling of land used in comrercial farm ng or agricul ture;

(¢) The ({(eharge—tor—tabor—and—services—rendered—in—respect—ta))
constructing, repairing, or inproving of any structure upon, above, or
under any real property owned by an owner who conveys the property by
title, possession, or any other neans to the person perform ng such
construction, repair, or inprovenent for the purpose of performng such
construction, repair, or inprovenent and the property 1is then
reconveyed by title, possession, or any other neans to the origina
owner ;

(d) The ((sale—of—or—chargemadefortabor—and servicesrendered—in
respeet—to—the)) cleaning, fum gating, razing, or noving of existing
buil dings or structures, but shall not include the charge nade for
janitorial services; and for purposes of this section the term
"janitorial services" shall nmean those cl eaning and caretaking services

SHB 1381. SL p. 4
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ordinarily performed by commerci al janitor service businesses
i ncluding, but not limted to, wall and w ndow washi ng, floor cleaning
and waxi ng, and the cleaning in place of rugs, drapes and uphol stery.
The term "janitorial services" does not include painting, papering,
repairing, furnace or septic tank cleaning, snow renoval or
sandbl asti ng;

(e) ((Fhe—saleolor—chargermadefortabor—andservicesrendered—+n
respeet—to)) Autonpbile towing and simlar autonotive transportation
services, but not in respect to those required to report and pay taxes
under chapter 82.16 RCW

(f) The ((sale—-oft—andchargeradefor—the)) furnishing of | odging
and all other services by a hotel, room ng house, tourist court, notel,
trailer canp, and the granting of any simlar license to use rea
property, as distinguished from the renting or leasing of real
property, and it shall be presuned that the occupancy of real property
for a continuous period of one nonth or nore constitutes a rental or
| ease of real property and not a nere license to use or enjoy the sane.
For the purposes of this subsection, it shall be presuned that the sale
of and charge nmade for the furnishing of lodging for a continuous
period of one nonth or nore to a person is a rental or |ease of real
property and not a nere license to enjoy the sane;

(g) ((The sale of or charge made for tangible personal property,
laber—and-servieces—to)) Persons taxable under (a), (b), (c), (d), (e),
and (f) of this subsection when such sales or charges are for property,
| abor and services which are used or consuned in whole or in part by
such persons in the performance of any activity defined as a "sale at
retail” or "retail sale" even though such property, |abor and services
may be resold after such use or consunption. Nothing contained in this
subsection shall be construed to nodify subsection (1) of this section
and nothing contained in subsection (1) of this section shall be
construed to nodify this subsection.

(3) The term "sale at retail” or "retail sale" shall include the
sal e of or charge nade for personal, business, or professional services
i ncl udi ng ambunts designated as interest, rents, fees, adm ssion, and
other service enolunents however designated, received by persons
engaging in the foll ow ng business activities:

(a) Armusenent and recreation services including but not limted to

p. 5 SHB 1381. SL
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golf, pool, billiards, skating, bowing, ski lifts and tows, day trips
for sightseeing purposes, and others, when provided to consuners;

(b) Abstract, title insurance, and escrow services;

(c) Credit bureau services;

(d) Autonobile parking and storage garage services;

(e) Landscape mai ntenance and horticul tural services but excl uding
(1) horticultural services provided to farnmers and (ii) pruning,
trimmng, repairing, renoving, and clearing of trees and brush near
electric transm ssion or distribution |ines or equipnent, if perforned
by or at the direction of an electric utility;

(f) Service charges associated with tickets to professional
sporting events; and

(g) The follow ng personal services: Physi cal fitness services,
tanning salon services, tattoo parlor services, steam bath services,
turkish bath services, escort services, and dating services.

(4)(a) The termshall also include:

(1) The renting or |leasing of tangible personal property to
consuners; and

(1i) Providing tangi ble personal property along with an operator
for a fixed or indeterm nate period of tinme. A consideration of this
is that the operator is necessary for the tangi bl e personal property to
perform as designed. For the purpose of this subsection (4)(a)(ii), an
operator nust do nore than maintain, inspect, or set up the tangible
personal property.

(b) The termshall not include the renting or |easing of tangible
personal property where the lease or rental is for the purpose of
subl ease or subrent.

(5) The termshall also include the providing of tel ephone service,
as defined in RCW 82. 04. 065, to consuners.

(6) The term shall also include the sale of prewitten conputer
software other than a sale to a person who presents a resale
certificate under RCW 82.04. 470, regardl ess of the nmethod of delivery
to the end wuser, but shall not include custom software or the
custom zation of prewitten conputer software.

(7) The termshall also include the sale of or charge nmade for an
extended warranty to a consuner. For purposes of this subsection,
"extended warranty” neans an agreenent for a specified duration to
performthe replacenment or repair of tangi ble personal property at no

SHB 1381. SL p. 6



© 00 N O Ol WDN P

W W W W W W WwWwwWwWwMNDNDNDNDNDNMNDNMDDNMNMNDNMDNMNMNMDNPEPRPPRPEPRPRPRPPRPERPRPRERPPRPRE
0O N O W NPEFP OO OouNOO O P WNPEPEOOooOOWwNO O owDNDEe. o

addi tional charge or a reduced charge for tangi bl e personal property,
| abor, or both, or to provide indemification for the replacenent or
repair of tangible personal property, based on the occurrence of
specified events. The term "extended warranty" does not include an
agreenent, otherwise neeting the definition of extended warranty in
this subsection, if no separate charge is nade for the agreenent and
the value of the agreenent is included in the sales price of the

t angi bl e personal property covered by the agreenent. For purposes of
this subsection, "sales price" has the sane neaning as in RCW
82.08. 010.

(8) The termshall not include the sale of or charge nmade for |abor
and services rendered in respect to the building, repairing, or
i nproving of any street, place, road, highway, easenent, right of way,
mass public transportation termnal or parking facility, bridge,
tunnel, or trestle which is owned by a nunicipal corporation or
political subdivision of the state or by the United States and which is
used or to be used primarily for foot or vehicular traffic including
mass transportation vehicles of any kind.

(9) The term shall also not include sales of chem cal sprays or
washes to persons for the purpose of postharvest treatnent of fruit for
the prevention of scald, fungus, nold, or decay, nor shall it include
sales of feed, seed, seedlings, fertilizer, agents for enhanced
pollination including insects such as bees, and spray materials to:
(a) Persons who participate in the federal conservation reserve
program the environnental quality incentives program the wetlands
reserve program and the wildlife habitat incentives program or their
successors adm nistered by the United States departnent of agriculture;
(b) farmers for the purpose of producing for sale any agricul tural
product; and (c) farmers acting under cooperative habitat devel opnent
or access contracts wth an organi zati on exenpt fromfederal incone tax
under 26 U. S.C. Sec. 501(c)(3) or the Washington state departnent of
fish and wldlife to produce or inprove wildlife habitat on | and that
the farmer owns or | eases.

(10) The term shall not include the sale of or charge made for
| abor and services rendered in respect to the constructing, repairing,
decorating, or inproving of new or existing buildings or other
structures under, upon, or above real property of or for the United
States, any instrunentality thereof, or a county or city housing

p. 7 SHB 1381. SL



©O© 00 N O Ol WDN P

e = e e e
N oo o0 A WOWDN RO

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

34
35

authority created pursuant to chapter 35.82 RCW including the
installing, or attaching of any article of tangi ble personal property
therein or thereto, whether or not such personal property becones a
part of the realty by virtue of installation. Nor shall the term
i nclude the sale of services or charges made for the clearing of |and
and the noving of earth of or for the United States, any
instrunentality thereof, or a county or city housing authority. Nor
shall the term include the sale of services or charges made for
cleaning up for the United States, or its instrunentalities,
radi oactive waste and other byproducts of weapons production and
nucl ear research and devel opnent.

(11) The term shall not include the sale of or charge made for
| abor, services, or tangi ble personal property pursuant to agreenents
provi di ng mai ntenance services for bus, rail, or rail fixed guideway
equi pnent when a regional transit authority is the recipient of the
| abor, services, or tangi ble personal property, and a transit agency,
as defined in RCW81.104. 015, perfornms the | abor or services.

Sec. 5. RCWS82.04.250 and 2003 2nd sp.s. ¢ 1 s 2 are each anended
to read as foll ows:

(1) Upon every person ((exeept—persons—taxable underROA 38204260
(5)—or—{13)—8204 272 —or—subsection—{(2)—of this—section)) engagi ng
within this state in the business of making sales at retail, except
persons taxable as retailers under other provisions of this chapter, as
to such persons, the amount of tax with respect to such business shal
be equal to the gross proceeds of sales of the business, nmultiplied by
the rate of 0.471 percent.

(2) Upon every person engaging within this state in the business of
making sales at retail that are exenpt from the tax inposed under
chapter 82.08 RCW by reason of RCW 82.08.0261, 82.08.0262, or
82. 08. 0263, except persons taxable under RCW 82.04. 260( (+3))) (11), as
to such persons, the amount of tax with respect to such business shal
be equal to the gross proceeds of sales of the business, nmultiplied by
the rate of 0.484 percent.

Sec. 6. RCW 82. 04. 260 and 2006 ¢ 354 s 4 and 2006 ¢ 300 s 1 are
each reenacted and anended to read as fol |l ows:

SHB 1381. SL p. 8
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(1) Upon every person engaging within this state in the business of
manuf act uri ng:

(a) Wheat into flour, barley into pearl barley, soybeans into
soybean oil, canola into canola oil, canola neal, or canola byproducts,
or sunflower seeds into sunflower oil; as to such persons the anount of
tax with respect to such business shall be equal to the value of the
flour, pear | bar| ey, oi |, canola neal, or canola Dbyproduct
manuf actured, nmultiplied by the rate of 0.138 percent;

(b) Beginning July 1, 2012, seafood products ((whieh)) that remain
in a raw, raw frozen, or raw salted state at the conpletion of the
manuf acturing by that person; or selling manufactured seafood products
that remain in a raw, raw frozen, or raw salted state at the conpletion
of the manufacturing, to purchasers who transport in the ordinary
course of business the goods out of this state; as to such persons the
anmount of tax with respect to such business shall be equal to the val ue
of the products manufactured or the gross proceeds derived from such
sales, multiplied by the rate of 0.138 percent. Sellers nust keep and
preserve records for the period required by RCW82.32. 070 establishing
that the goods were transported by the purchaser in the ordinary course
of business out of this state;

(c) Beginning July 1, 2012, dairy products that as of Septenber 20,
2001, are identified in 21 CF.R, chapter 1, parts 131, 133, and 135,
i ncl udi ng byproducts fromthe manufacturing of the dairy products such
as whey and casein; or selling the sanme to purchasers who transport in
the ordinary course of business the goods out of state; as to such
persons the tax inposed shall be equal to the value of the products
manuf actured or the gross proceeds derived fromsuch sales nultiplied
by the rate of 0.138 percent. Sellers nust keep and preserve records
for the period required by RCW 82.32.070 establishing that the goods
were transported by the purchaser in the ordinary course of business
out of this state;

(d) Beginning July 1, 2012, fruits or vegetables by canning,
preserving, freezing, processing, or dehydrating fresh fruits or
vegetables, or selling at wholesale fruits or vegetabl es manufactured
by the seller by canning, preserving, freezing, processing, or
dehydrating fresh fruits or vegetables and sold to purchasers who
transport in the ordinary course of business the goods out of this
state; as to such persons the anpbunt of tax with respect to such

p. 9 SHB 1381. SL
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busi ness shall be equal to the value of the products manufactured or
the gross proceeds derived from such sales nmultiplied by the rate of
0.138 percent. Sellers nust keep and preserve records for the period
requi red by RCW 82. 32. 070 establishing that the goods were transported
by the purchaser in the ordinary course of business out of this state;

(e) Until July 1, 2009, al cohol fuel, biodiesel fuel, or biodiesel
feedstock, as those terns are defined in RCW 82.29A 135; as to such
persons the anpbunt of tax with respect to the business shall be equa
to the value of alcohol fuel, biodiesel fuel, or biodiesel feedstock
manuf actured, nmultiplied by the rate of 0.138 percent; and

(f) Alcohol fuel or wood biomass fuel, as those terns are defined
in RCW82. 29A. 135; as to such persons the anpbunt of tax with respect to
the business shall be equal to the value of alcohol fuel or wood
bi omass fuel manufactured, nultiplied by the rate of 0.138 percent.

(2) Upon every person engaging within this state in the business of
splitting or processing dried peas; as to such persons the anount of
tax with respect to such business shall be equal to the value of the
peas split or processed, nultiplied by the rate of 0.138 percent.

(3) Upon every nonprofit corporation and nonprofit association
engaging within this state in research and devel opnent, as to such
corporations and associ ations, the amount of tax with respect to such
activities shall be equal to the gross incone derived from such
activities multiplied by the rate of 0.484 percent.

(4) Upon every person engaging within this state in the business of
sl aughtering, breaking and/or processing perishable neat products
and/ or selling the sane at wholesale only and not at retail; as to such
persons the tax inposed shall be equal to the gross proceeds derived
fromsuch sales multiplied by the rate of 0.138 percent.

(5) Upon every person engaging within this state in the business of
acting as a travel agent or tour operator; as to such persons the
anmount of the tax with respect to such activities shall be equal to the
gross incone derived from such activities nultiplied by the rate of
0. 275 percent.

(6) Upon every person engaging within this state in business as an
i nternational steanship agent, international custons house broker,
international freight forwarder, vessel and/or cargo charter broker in
foreign commerce, and/or international air cargo agent; as to such

SHB 1381. SL p. 10
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persons the anmpbunt of the tax with respect to only international
activities shall be equal to the gross incone derived from such
activities multiplied by the rate of 0.275 percent.

(7) Upon every person engaging within this state in the business of
stevedoring and associated activities pertinent to the novenent of
goods and conmodities in waterborne interstate or foreign commerce; as
to such persons the anount of tax with respect to such business shal
be equal to the gross proceeds derived fromsuch activities multiplied
by the rate of 0.275 percent. Persons subject to taxation under this
subsection shall be exenpt from paynment of taxes inposed by chapter
82.16 RCWfor that portion of their business subject to taxation under
this subsection. St evedoring and associated activities pertinent to
the conduct of goods and commopbdities in waterborne interstate or
foreign conmmerce are defined as all activities of a |abor, service or
transportation nature whereby cargo may be | oaded or unloaded to or
fromvessels or barges, passing over, onto or under a wharf, pier, or
simlar structure; cargo may be noved to a warehouse or sim/lar hol ding
or storage yard or area to await further novenent in inport or export
or may nove to a consolidation freight station and be stuffed,
unst uf f ed, containerized, separated or otherwise segregated or
aggregated for delivery or |loaded on any node of transportation for
delivery to its consignee. Specific activities included in this
definition are: Whar f age, handling, |oading, unloading, noving of
cargo to a convenient place of delivery to the consignee or a
convenient place for further novenent to export node; docunentation
services in connection with the receipt, delivery, checking, care,
custody and control of cargo required in the transfer of cargo;
i nported autonobile handling prior to delivery to consignee; term nal
stevedoring and incidental vessel services, including but not Iimted
to plugging and wunplugging refrigerator service to containers,
trailers, and other refrigerated cargo receptacles, and securing ship
hat ch covers.

(8) Upon every person engaging within this state in the busi ness of
di sposing of |lowlevel waste, as defined in RCWA43. 145.010; as to such
persons the anmount of the tax with respect to such business shall be
equal to the gross inconme of the business, excluding any fees inposed
under chapter 43.200 RCW nultiplied by the rate of 3.3 percent.

p. 11 SHB 1381. SL
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I f the gross inconme of the taxpayer is attributable to activities
both within and without this state, the gross incone attributable to
this state shall be determined in accordance with the nethods of
apportionnment required under RCW 82. 04. 460.

(9) Upon every person engaging within this state as an insurance
agent, insurance broker, or insurance solicitor |icensed under chapter
48.17 RCW as to such persons, the amount of the tax with respect to
such licensed activities shall be equal to the gross inconme of such
business multiplied by the rate of 0.484 percent.

(10) Upon every person engaging within this state in business as a
hospital, as defined in chapter 70.41 RCW that is operated as a
nonprofit corporation or by the state or any of its political
subdi visions, as to such persons, the anmount of tax with respect to
such activities shall be equal to the gross incone of the business
multiplied by the rate of 0.75 percent through June 30, 1995, and 1.5
percent thereafter. The noneys coll ected under this subsection shal
be deposited in the health services account created under RCW
43. 72. 900.

(11)(a) Beginning October 1, 2005, wupon every person engaging
wthin this state in the business of nmanufacturing comerci al
ai rpl anes, or conponents of such airplanes, as to such persons the
anpunt of tax with respect to such business shall, in the case of
manuf acturers, be equal to the value of the product manufactured, or in
the case of processors for hire, be equal to the gross incone of the
busi ness, multiplied by the rate of:

(i) 0.4235 percent from Cctober 1, 2005, through the later of June
30, 2007, or the day preceding the date final assenbly of a
superefficient airplane begins in Washi ngton state, as determ ned under
RCW 82. 32. 550; and

(i1) 0.2904 percent beginning on the later of July 1, 2007, or the
date final assenbly of a superefficient airplane begins in Washi ngton
state, as determ ned under RCW 82. 32. 550.

(b) Beginning Cctober 1, 2005, upon every person engaging wthin
this state in the business of making sales, at retail or whol esale, of
commerci al airplanes, or conponents of such airplanes, manufactured by
that person, as to such persons the anmount of tax with respect to such
busi ness shall be equal to the gross proceeds of sales of the airplanes
or conponents nultiplied by the rate of:
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(1) 0.4235 percent from October 1, 2005, through the later of June
30, 2007, or the day preceding the date final assenbly of a
superefficient airplane begins in Washi ngton state, as determ ned under
RCW 82. 32. 550; and

(i1) 0.2904 percent beginning on the later of July 1, 2007, or the
date final assenbly of a superefficient airplane begins in Washi ngton
state, as determ ned under RCW 82. 32. 550.

(c) For the purposes of this subsection (11), "conmerci al
ai rplane,"” "conponent," and "final assenbly of a superefficient
ai rpl ane" have the neani ngs given in RCW 82. 32. 550.

(d) In addition to all other requirenments under this title, a
person eligible for the tax rate under this subsection (11) nust report
as required under RCW 82. 32. 545.

(e) This subsection (11) does not apply after the earlier of: July
1, 2024; or Decenber 31, 2007, if assenbly of a superefficient airplane
does not begin by Decenber 31, 2007, as determ ned under RCW 82. 32. 550.

(12)(a) Until July 1, 2024, upon every person engaging within this
state in the business of extracting tinber or extracting for hire
tinber; as to such persons the anmpbunt of tax with respect to the
business shall, in the case of extractors, be equal to the value of
products, including byproducts, extracted, or in the case of extractors
for hire, be equal to the gross incone of the business, nmultiplied by
the rate of 0.4235 percent from July 1, 2006, through June 30, 2007,
and 0.2904 percent fromJuly 1, 2007, through June 30, 2024.

(b) Until July 1, 2024, wupon every person engaging within this
state in the business of manufacturing or processing for hire: (1)
Ti mber into tinber products or wood products; or (ii) tinber products
into other tinber products or wood products; as to such persons the
anopunt of the tax with respect to the business shall, in the case of
manuf acturers, be equal to the value of products, including byproducts,
manuf actured, or in the case of processors for hire, be equal to the
gross incone of the business, nultiplied by the rate of 0.4235 percent
fromJuly 1, 2006, through June 30, 2007, and 0.2904 percent fromJuly
1, 2007, through June 30, 2024.

(c) Until July 1, 2024, wupon every person engaging within this
state in the business of selling at wholesale: (i) Tinber extracted by
that person; (ii) tinber products manufactured by that person from
ti mber or other tinber products; or (iii) wood products nmanufactured by
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that person from tinber or tinber products; as to such persons the
anount of the tax with respect to the business shall be equal to the
gross proceeds of sales of the tinber, tinber products, or wood
products multiplied by the rate of 0.4235 percent from July 1, 2006
t hrough June 30, 2007, and 0.2904 percent from July 1, 2007, through
June 30, 2024.

(d) For purposes of this subsection, the follow ng definitions
appl y:

(i) "Tinber products” neans | ogs, wood chips, sawdust, wood wast e,
and simlar products obtained wholly from the processing of tinber;
pul p; and recycl ed paper products.

(i1) "Wod products"” neans paper and paper products; dinensiona
| unmber; engi neered wood products such as particleboard, oriented strand
board, nedium density fiberboard, and plywod; wood doors; and wood
W ndows.

(13) Upon every person engaging within this state in inspecting,
testing, |labeling, and storing canned sal non owned by anot her person,
as to such persons, the anount of tax with respect to such activities
shall be equal to the gross inconme derived from such activities
mul tiplied by the rate of 0.484 percent.

Sec. 7. RCW82.04.261 and 2006 ¢ 300 s 2 are each anended to read
as follows:

(1) In addition to the taxes inposed under RCW 82.04.260(12), a
surcharge is inposed on those persons who are subject to any of the
taxes i nposed under RCW 82.04.260(12). Except as otherw se provided in
this section, the surcharge is equal to 0.052 percent. The surcharge
is added to the rates provided in RCW82.04.260(12) (a), (b), and (c).

(2) Al receipts from the surcharge inposed under this section
shal |l be deposited into the forest and fish support account created in
RCW 76. 09. 405.

(3)(a) The surcharge inposed under this section shall be suspended
if:

(1) Receipts from the surcharge total at l|east eight mllion
dol lars during any fiscal biennium or

(ii) The office of financial nmanagenent certifies to the departnent
that the federal governnent has appropriated at least two mllion
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dollars for participation in forest and fish report-related activities
by federally recognized Indian tribes |ocated within the geographical
boundaries of the state of Washington for any federal fiscal year.

(b)(i) The suspension of the surcharge wunder (a)(i) of this
subsection (3) shall take effect on the first day of the cal endar nonth
that is at least thirty days after the end of the nonth during which
the departnment determnes that receipts from the surcharge total at
| east eight mllion dollars during the fiscal biennium The surcharge
shall be inposed again at the beginning of the following fiscal
bi enni um

(1i) The suspension of the surcharge wunder (a)(ii) of this
subsection (3) shall take effect on the later of the first day of
Cctober of any federal fiscal year for which the federal governnent
appropriates at least two mllion dollars for participation in forest
and fish report-related activities by federally recognized Indian
tribes located wthin the geographical boundaries of the state of
Washi ngton, or the first day of a calendar nonth that is at |[east
thirty days following the date that the office of financial managenent
makes a certification to the departnent under subsection (5) of this
section. The surcharge shall be inposed again on the first day of the
follow ng July.

(4)(a) If, by October 1st of any federal fiscal year, the office of
financial managenent certifies to the departnent that the federal
gover nnment has appropriated funds for participation in forest and fish
report-related activities by federally recognized Indian tribes |ocated
wi thin the geographical boundaries of the state of WAshington but the
anount of the appropriation is less than two mllion dollars, the
departnent shall adjust the surcharge in accordance wth this
subsecti on.

(b) The departnment shall adjust the surcharge by an anount that the
departnment estimates will cause the amount of funds deposited into the
forest and fish support account for the state fiscal year that begins
July 1st and that includes the beginning of the federal fiscal year for
whi ch the federal appropriation is nmade, to be reduced by tw ce the
anount of the federal appropriation for participation in forest and
fish report-related activities by federally recognized Indian tribes
| ocated within the geographical boundaries of the state of Washi ngton.
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(c) Any adjustnment in the surcharge shall take effect at the
begi nning of a calendar nonth that is at least thirty days after the
date that the office of financial managenent nakes the certification
under subsection (5) of this section.

(d) The surcharge shall be inposed again at the rate provided in
subsection (1) of this section on the first day of the followng state
fiscal year unless the surcharge is suspended under subsection (3) of
this section or adjusted for that fiscal year under this subsection.

(e) Adjustnents of the anmount of the surcharge by the departnent
are final and shall not be used to challenge the validity of the
surcharge i nposed under this section

(f) The departnent shall provide tinely notice to affected
t axpayers of the suspension of the surcharge or an adjustnent of the
sur char ge.

(5) The office of financial managenent shall nake the certification
to the departnment as to the status of federal appropriations for tribal
participation in forest and fish report-related activities.

Sec. 8. RCW82.04.294 and 2005 ¢ 301 s 2 are each anended to read
as follows:

(1) Beginning Cctober 1, 2005, upon every person engaging wWthin
this state in the business of manufacturing solar energy systens using
phot ovol taic nodules, or ((stHHeen)) of manufacturing solar grade
silicon to be used exclusively in conmponents of such systens; as to
such persons the anount of tax with respect to such business shall, in
the case of manufacturers, be equal to the value of the product
manuf actured, or in the case of processors for hire, be equal to the
gross incone of the business, nultiplied by the rate of 0.2904 percent.

(2) Beginning Cctober 1, 2005, upon every person engaging wWthin
this state in the business of naking sales at whol esal e of sol ar energy
systens using photovoltaic nodules, or ((stHeen)) of solar grade
silicon to be used exclusively in conponents of such systens,
manuf actured by that person; as to such persons the anmount of tax with
respect to such business shall be equal to the gross proceeds of sales
of the solar energy systens using photovoltaic nodules, or of the solar

grade silicon to be used exclusively in conponents of such systens,
multiplied by the rate of 0.2904 percent.
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(3) The definitions in this subsection apply throughout this
section.

(a) "Mdule" neans the smallest nondivisible self-contained
physi cal structure housing interconnected photovoltaic cells and
providing a single direct current electrical output.

(b) "Photovoltaic cell" neans a device that converts light directly
into electricity wthout noving parts.

(c) "Solar energy systent neans any device or conbination of
devices or elenents that rely upon direct sunlight as an energy source
for use in the generation of electricity.

(d) " Sol ar grade silicon" nmeans high-purity silicon used
exclusively in conponents of solar enerqy systens using photovoltaic
nmodul es to capture direct sunlight. "Solar grade silicon" does not

i nclude silicon used in seniconductors.
(4) This section expires June 30, 2014.

Sec. 9. RCWB82.04.4281 and 2002 ¢ 150 s 2 are each anended to read
as follows:

(1) I'n conmputing tax there may be deducted fromthe neasure of tax:

(a) Amounts derived frominvestnents;

(b) Amounts derived as dividends or distributions from ((fHhe}))
the capital account by a parent fromits subsidiary entities; and

(c) Anmobunts derived from interest on |oans between subsidiary
entities and a parent entity or between subsidiaries of a conmon parent
entity, but only if the total investnent and | oan incone is |ess than
five percent of gross receipts of the business annually.

(2) The follow ng are not deductible under subsection (1)(a) of
this section:

(a) Anmpunts received from |l oans, except as provided in subsection
(1)(c) of this section, or the extension of <credit to another,
revolving credit arrangenents, installnment sales, the acceptance of
paynment over tinme for goods or services, or any of the foregoing that
have been transferred by the originator of the sane to an affiliate of
the transferor; or

(b) Amounts received by a banking, |ending, or security business.

(3) The definitions in this subsection apply only to this section.

(a) "Banking business" nmeans a person engaging in business as a
national or state-chartered bank, a mutual savings bank, a savings and
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| oan association, a trust conpany, an alien bank, a foreign bank, a
credit wunion, a stock savings bank, or a simlar entity that is
chartered under Title 30, 31, 32, or 33 RCW or organized under Title
12 U.S. C

(b) "Lending business" nmeans a person engaged in the business of
maki ng secured or unsecured | oans of noney, or extending credit, and
(i) nore than one-half of the person's gross incone is earned from such
activities and (ii) nore than one-half of the person's tota
expenditures are incurred in support of such activities.

(c) The terms "loan" and "extension of credit" do not include
ownership of or trading in publicly traded debt instrunents, or
substantially equivalent instruments offered in a private placenent.

(d) "Security business" nmeans a person, other than an issuer, who
is engaged in the business of effecting transactions in securities as
a broker, dealer, or broker-dealer, as those terns are defined in the
securities act of Wshington, chapter 21.20 RCW or the federal
securities act of 1933. "Security business" does not include any
conpany excluded from the definition of broker or dealer under the
federal investnent conpany act of 1940 or any entity that is not an
i nvest ment conpany by reason of sections 3(c)(1) and 3(c)(3) through
3(c)(14) thereof.

Sec. 10. RCW82.04.440 and 2006 ¢ 300 s 8 are each anended to read
as follows:

(1) Every person engaged in activities ((whieh)) that are ((wthin
tHhe—purview—of—the provistonrs—ot—two—er—nbre—-of—sectiens)) subject to
tax under two or nore provisions of RCW 82.04.230 ((+e)) through
82.04.298, inclusive, shall be taxable wunder each ((paragraph))
provi sion applicable to ((t+he)) those activities ((enrgaged—+n)).

(2) Persons taxabl e under RCW 82.04.2909(2), 82.04.250, 82.04.270,
82.04.294(2), or 82.04.260 (4), (11), or (12) with respect to selling
products in this state, including those persons who are also taxable
under RCW 82.04. 261, shall be allowed a credit against those taxes for
any (a) manufacturing taxes paid with respect to the nmanufacturing of
products so sold in this state, and/or (b) extracting taxes paid with
respect to the extracting of products so sold in this state or
i ngredients of products so sold in this state. Extracting taxes taken
as credit under subsection (3) of this section may al so be taken under
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this subsection, if otherwi se allowable under this subsection. The
anount of the credit shall not exceed the tax liability arising under
this chapter with respect to the sale of those products.

(3) Persons taxable as nmanufacturers under RCW 82.04.240 or
82.04.260 (1)(b) or (12), including those persons who are al so taxable
under RCW 82.04. 261, shall be allowed a credit against those taxes for
any extracting taxes paid with respect to extracting the ingredients of
the products so manufactured in this state. The anount of the credit
shall not exceed the tax liability arising under this chapter wth
respect to the manufacturing of those products.

(4) Persons taxabl e under RCW 82.04. 230, 82.04.240, 82.04.2909(1),
82.04.294(1), or 82.04.260 (1), (2), (4), (11), or (12), including
t hose persons who are al so taxable under RCW 82.04.261, with respect to
extracting or manufacturing products in this state shall be allowed a
credit against those taxes for any (i) gross receipts taxes paid to
another state with respect to the sales of the products so extracted or
manufactured in this state, (ii) manufacturing taxes paid with respect
to the manufacturing of products using ingredients so extracted in this
state, or (iii) manufacturing taxes paid with respect to manufacturing
activities conpleted in another state for products so manufactured in
this state. The amount of the credit shall not exceed the tax
l[iability arising under this chapter with respect to the extraction or
manuf act uri ng of those products.

(5) For the purpose of this section:

(a) "Goss receipts tax" neans a tax:

(1) Wich is inposed on or neasured by the gross volune of
business, in ternms of gross receipts or in other terns, and in the
determ nation of which the deductions all owed would not constitute the
tax an incone tax or value added tax; and

(i) Wich is also not, pursuant to law or custom separately
stated fromthe sales price.

(b) "State" nmeans (i) the state of Washington, (ii) a state of the
United States other than Washington, or any political subdivision of
such other state, (iii) the District of Colunbia, and (iv) any foreign
country or political subdivision thereof.

(c) "Manufacturing tax" means a gross receipts tax inposed on the
act or privilege of engaging in business as a manufacturer, and
includes (i) the taxes inposed in RCW 82.04.240, 82.04.2909(1),
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82.04.260 (1), (2), (4), (11), and (12), and 82.04.294(1); (ii) the tax
i nposed under RCW 82.04. 261 on persons who are engaged in busi ness as
a manufacturer; and (iii) simlar gross receipts taxes paid to other
st at es.

(d) "Extracting tax" means a gross receipts tax inposed on the act
or privilege of engaging in business as an extractor, and includes (i)
the tax inposed on extractors in RCW82.04.230 and 82.04.260(12); (ii)
the tax inposed under RCW 82.04.261 on persons who are engaged in
busi ness as an extractor; and (iii) simlar gross receipts taxes paid
to ot her states.

(e) "Business", "manufacturer", "extractor", and other terns used
in this section have the neanings given in RCW 82.04.020 through
82.04. 212, notwithstanding the use of those terns in the context of
descri bing taxes inposed by ot her states.

Sec. 11. RCW 82.04.4461 and 2003 2nd sp.s. ¢ 1 s 7 are each
anmended to read as foll ows:

(1)(a) I'n conmputing the tax inposed under this chapter, a credit is
allowed for each person for qualified preproduction devel opnent
((spending)) expenditures occurring after Decenber 1, 2003.

(b) Before July 1, 2005, any credits earned under this section nust
be accrued and carried forward and may not be used until July 1, 2005.
These carryover credits may be used at any tinme thereafter, and may be
carried over until used. Refunds may not be granted in the place of a
credit.

(2) The credit is equal to the anmpbunt of qualified preproduction
devel opnent expenditures of a person, nmultiplied by the rate of 1.5
percent .

(3) Except as provided in subsection (1)(b) of this section the
credit shall be taken against taxes due for the sanme cal endar year in
which the qualified preproduction devel opnent expenditures are
incurred. Credit earned on or after July 1, 2005, nmy not be carried
over. The credit for each cal endar year shall not exceed the anount of
tax otherw se due under this chapter for the cal endar year. Ref unds
may not be granted in the place of a credit.

(4) Any person claimng the credit shall file an affidavit form
prescribed by the departnent that shall include the anmount of the
credit clained, an estimate of the anticipated preproduction
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devel opnent expenditures during the cal endar year for which the credit
is clained, an estimate of the taxable anount during the cal endar year
for which the credit is clainmed, and such additional information as the
departnment may prescri be.

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

(a) "Aeronautics" nmeans the study of flight and the science of
bui | ding and operating commercial aircraft.

(b) "Person" nmeans a person as defined in RCW82.04.030, who is a
manuf acturer or processor for hire of comercial airplanes, or
conponents of such airplanes, as those terns are defined in RCW
82. 32. 550.

(c) "Preproduction developnent” neans research, design, and
engi neering activities perforned in relation to the devel opnent of a
product, product |ine, nodel, or nodel derivative, including prototype
devel opnment, testing, and certification. The term includes the
di scovery of t echnol ogi cal i nformati on, t he transl ating of
technological information into new or inproved products, processes,
techni ques, formulas, or inventions, and the adaptation of existing
products and nodels into new products or new nodels, or derivatives of
products or nodels. The term does not include manufacturing activities
or other production-oriented activities, however the term does include
t ool design and engi neering design for the manufacturing process. The
term does not include surveys and studies, social science and
humaniti es research, market research or testing, quality control, sale
pronoti on and service, conputer software devel oped for internal use,
and research in areas such as inproved style, taste, and seasona
desi gn.

(d)  ((=

{ery)) "Qualified preproduction devel opnment” neans preproduction
devel opment performed within this state in the field of aeronautics.
((6)) (e) "Qualified preproduction developnent expenditures”
means operating expenses, including wages, conpensation of a proprietor
or a partner in a partnership as determned by the departnent,
benefits, supplies, and conputer expenses, directly incurred in
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qualified preproduction devel opnent by a person claimng the credit
provided in this section. The termdoes not include anpbunts paid to a
person other than a public educational or research institution to
conduct qualified preproduction devel opnent. The term does not i nclude
capital costs and overhead, such as expenses for |and, structures, or
depreci abl e property.

(((e)) (f) "Taxable anmount” neans the taxable anount subject to
the tax inposed in this chapter required to be reported on the person's
tax returns during the year in which the credit is clainmed, |ess any
t axabl e amount for which a credit is allowed under RCW 82. 04. 440.

(6) In addition to all other requirenments under this title, a
person taking the credit under this section nust report as required
under RCW 82. 32. 545.

(7) Credit may not be clainmed for expenditures for which a credit
is clainmed under RCW 82. 04. 4452.

(8) This section expires July 1, 2024.

Sec. 12. RCW 82.04.4462 and 2003 2nd sp.s. ¢ 1 s 8 are each
anmended to read as foll ows:

(1) In conputing the tax inposed under this chapter, a credit is
allowed for the investnent related to design and preproduction
devel opnent conputer software and hardware acquired between July 1,
1995, and Decenber 1, 2003, and used by an eligible person primarily
for the digital design and devel opnent of commercial airplanes. The

credit shall be equal to the purchase price of such property,
mul tiplied by 8.44 percent. Credit taken in any one cal endar year nmay
not exceed ten mllion dollars, and total lifetinme credit taken under

this section by any one person may not exceed twenty mllion dollars.
Credit may be carried over until used.

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

(a) "Commercial airplane"” has the neaning given in RCW82. 32. 550.

(b) "Design and preproduction devel opnent conputer software and
har dwar e" means conput er - ai ded t hr ee- di nensi onal i nteractive
applications and other solid nodeling conmputer technology that allow
for electronic design and testing during product devel opnent.

(c) "Eligible person” neans a person as defined in RCW82. 04. 030,
who is a manufacturer of conmercial airplanes.
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(3) An application nust be made to the departnent before taking the

credit under this section. The application shall be nmade to the
departnment in a form and manner prescribed by the departnent. The
application shall contain information regarding the uses of the

conputer software and hardware, purchase price, dates of acquisition,
and other information required by the departnent. The departnent shal
rule on the application within sixty days. Al applications nust be
received by the departnment within one year of Decenber 1, 2003.

(4) This section expires ((Juy—3—20624)) on the effective date of
this section.

Sec. 13. RCW 82.04.530 and 2004 c 153 s 410 are each amended to
read as foll ows:

For purposes of this chapter, a telephone business other than a
nmobil e tel ecommunications service provider nust calculate gross
proceeds of ((+etat+t)) sales in a manner consistent with the sourcing
rules provided in RCW 82.32.520. The departnent nmay adopt rules to
i npl ement this section, including rules that provide a formulary nethod
of determ ning gross proceeds that reasonably approxi mates the taxable
activity of a tel ephone business.

Sec. 14. RCW 82.08.02745 and 1997 ¢ 438 s 1 are each amended to
read as foll ows:

(1) The tax |evied by RCW82.08.020 shall not apply to charges nade
for labor and services rendered by any person in respect to the
constructing, repairing, decorating, or inproving of new or existing
bui |l di ngs or other structures used as agricultural enployee housing, or
to sales of tangi ble personal property that becones an ingredient or
conponent of the buildings or other structures during the course of the
constructing, repairing, decorating, or inproving the buildings or
ot her structures((;—but)). The exenption is available only if the
buyer provides the seller with an exenption certificate in a form and
manner prescribed by the departnent by rule.

(2) The exenption provided in this section for agricultural
enpl oyee housing provided to year-round enpl oyees of the agricultural
enpl oyer, only applies if that housing is built to the current buil ding
code for single-famly or nmultifamly dwellings according to the state
bui | di ng code, chapter 19.27 RCW
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(3) Any agricultural enployee housing built under this section
shall be used according to this section for at |least five consecutive
years fromthe date the housing is approved for occupancy, or the ful
anount of tax otherwi se due shall be immediately due and payable
together with interest, but not penalties, fromthe date the housing is
approved for occupancy until the date of paynent. If at any tine
agricultural enployee housing that is not |ocated on agricultural |and
ceases to be used in the manner specified in subsection (2) of this
section, the full anpbunt of tax otherw se due shall be innmediately due
and payable with interest, but not penalties, fromthe date the housing
ceases to be used as agricultural enployee housing until the date of
payment .

(4) The exenption provided in this section shall not apply to
housing built for the occupancy of an enployer, famly nenbers of an
enpl oyer, or persons owning stock or shares in a farm partnership or
corporation business.

(5) For purposes of this section and RCW 82.12. 02685:

(a) "Agricultural enployee"” or "enployee" has the sanme neaning as
gi ven in RCW 19. 30. 010;

(b) "Agricultural enployer"™ or "enployer" has the sanme neaning as
given in RCW19. 30.010; and

(c) "Agricultural enployee housing" neans all facilities provided
by an agricultural enployer, housing authority, |ocal governnent, state
or f eder al agency, nonpr ofit community  or nei ghbor hood- based
organi zation that is exenpt fromincone tax under section 501(c) of the
internal revenue code of 1986 (26 U.S.C. Sec. 501(c)), or for-profit
provi der of housing for housing agricultural enployees on a year-round
or seasonal basis, including bathing, food handling, hand washing
laundry, and toilet facilities, single-famly and nultifamly dwelling
units and dormtories, and includes | abor canps under RCW ((#8-54-2119))
70. 114A.110. "Agricultural enployee housing"” does not include housing
regularly provided on a comercial basis to the general public.
"Agricul tural enployee housing”" does not include housing provided by a
housi ng authority unless at |east eighty percent of the occupants are
agricul tural enployees whose adjusted inconme is less than fifty percent
of nmedian famly incone, adjusted for household size, for the county
where the housing is provided.
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Sec. 15. RCW 82.12.0284 and 2003 c 168 s 603 are each anended to
read as foll ows:

The provisions of this chapter shall not apply in respect to the
use of conputers, conputer conponents, conputer accessories, or
conputer software irrevocably donated to any public or private
nonprofit school or college, as defined under chapter 84.36 RCW in
this state. For purposes of this section, "conputer" ((has)) and
"conputer software" have the same neaning as in RCW 82.04. 215.

Sec. 16. RCW 82.14B. 020 and 2002 c 341 s 7 are each anended to
read as foll ows:

As used in this chapter:

(1) "Emergency services comruni cation systeni neans a multicounty,
countywi de, or districtwide radio or |andline conmmunications network,
i ncl udi ng an enhanced 911 tel ephone system which provides rapid public
access for coordinated dispatching of services, personnel, equipnent,
and facilities for police, fire, nedical, or other energency services.

(2) "Enhanced 911 tel ephone systent nmeans a public tel ephone system
consi sting of a network, data base, and on-prem ses equi pnent that is
accessed by dialing 911 and that enables reporting police, fire,
medi cal, or other energency situations to a public safety answering
poi nt . The system includes the capability to selectively route
incomng 911 calls to the appropriate public safety answering point
that operates in a defined 911 service area and the capability to
automatically display the nane, address, and telephone nunber of
incom ng 911 calls at the appropriate public safety answering point.

(3) "Switched access line" neans the tel ephone service |ine which
connects a subscriber's main telephone(s) or equivalent nmain
t el ephone(s) to the | ocal exchange conpany's switching office.

(4) "Local exchange conpany"” has the neaning ascribed to it in RCW
80. 04. 010.

(5) "Radio access |ine" neans the tel ephone nunber assigned to or
used by a subscriber for two-way | ocal w reless voice service avail able
to the public for hire from a radi o conmunications service conpany.

Radi o access lines include, but are not limted to, radio-tel ephone
communi cations lines used in cellular telephone service, personal
communi cations services, and network radio access lines, or their
functional and conpetitive equivalent. Radi o access lines do not
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include lines that provide access to one-way signaling service, such as
pagi ng service, or to conmunications channels suitable only for data
transm ssion, or to nonlocal radio access line service, such as
W reless roamng service, or to a private tel econmuni cations system

(6) "Radi o comruni cations service conpany" has the neaning ascribed
to it in RCW 80.04.010, except that it does not include radio paging
provi ders. It does include those persons or entities that provide
comercial nobile radio services, as defined by 47 US. C  Sec.
332(d) (1), and both facilities-based and nonfacilities-based resellers.

(7) "Private tel ecomuni cati ons systent has the neaning ascribed to
it in RCW80.04.010.

(8) "Subscriber" neans the retail purchaser of tel ephone service as
t el ephone service is defined in RCW 82. 04. 065(3).

(9) "Place of primary use" has the neaning ascribed to it in ((t+he

Federal—mobtHe—teleconmuni-catons—souwretbng—act—P+——106-252)) RCW
82. 04. 065.

Sec. 17. RCW 82.14B. 030 and 2002 ¢ 341 s 8 and 2002 ¢ 67 s 8 are
each reenacted and anmended to read as foll ows:

(1) The legislative authority of a county may inpose a county
enhanced 911 excise tax on the use of switched access lines in an
anount not exceeding fifty cents per nonth for each sw tched access
I'ine. The anmount of tax shall be uniform for each sw tched access
l'ine. Each county shall provide notice of such tax to all |[ocal
exchange conpani es serving in the county at |east sixty days in advance
of the date on which the first paynment is due.

(2) The legislative authority of a county may al so i npose a county
enhanced 911 excise tax on the use of radio access |ines whose place of
primary use is located within the county in an anmount not exceeding
fifty cents per nonth for each radio access line. The anount of tax
shall be uniformfor each radio access |line. ((Fhetocattonof—aradie

L . I , | : . ot | L
82-04-065-)) The county shall provide notice of such tax to all radio
comruni cations service conpanies serving in the county at |east sixty
days in advance of the date on which the first paynent is due. Any
county inposing this tax shall include in its ordinance a refund
mechani sm whereby the anobunt of any tax ordered to be refunded by the
judgnment of a court of record, or as a result of the resolution of any
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appeal therefrom shall be refunded to the radi o conmunications service
conpany or |ocal exchange conpany that collected the tax, and those
conpani es shall reinburse the subscribers who paid the tax. The
ordi nance shall further provide that to the extent the subscribers who
paid the tax cannot be identified or located, the tax paid by those
subscri bers shall be returned to the county.

(3) A state enhanced 911 excise tax is inposed on all swtched
access lines in the state. The anpunt of tax shall not exceed twenty
cents per nonth for each switched access Iine. The tax shall be
uni form for each swi tched access Iine. The tax i1nposed under this
subsection shall be remtted to the departnent of revenue by | ocal
exchange conpanies on a tax return provided by the departnent. Tax
proceeds shall be deposited by the treasurer in the enhanced 911
account created in RCW 38.52. 540.

(4) A state enhanced 911 excise tax is inposed on all radio access
lines whose place of primary use is located within the state in an
anmount of twenty cents per nonth for each radio access |line. The tax
shall be uniform for each radio access |ine. The tax inposed under
this section shall be remtted to the departnent of revenue by radio
comruni cati ons servi ce conpani es, including those conpanies that resell
radio access lines, on a tax return provided by the departnent. Tax
proceeds shall be deposited by the treasurer in the enhanced 911
account created in RCW 38.52.540. The tax inposed under this section
is not subject to the state sales and use tax or any |ocal tax.

(5) By August 31st of each year the state enhanced 911 coordi nat or
shall recomend the level for the next year of the state enhanced 911
excise tax inposed by subsection (3) of this section, based on a
systematic cost and revenue analysis, to the utilities and
transportati on conm ssion. The comm ssion shall by the follow ng
Oct ober 31st determ ne the |level of the state enhanced 911 excise tax
for the follow ng year

Sec. 18. RCW 82.32.520 and 2004 c 153 s 403 are each anmended to
read as follows:

(1) Except for the defined tel ecomrunications services listed in
this section, the sale of tel ephone service as defined in RCW82.04. 065
sold on a call-by-call basis shall be sourced to (a) each |evel of
taxing jurisdiction where the call originates and term nates in that
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jurisdiction or (b) each level of taxing jurisdiction where the cal
either originates or termnates and in which the service address is
al so | ocat ed.

(2) Except for the defined tel ecommunications services listed in
this section, a sale of tel ephone service as defined in RCW 82. 04. 065
sold on a basis other than a call-by-call basis, is sourced to the
custoner's place of primary use.

(3) The sal es of tel ephone service as defined in RCW 82. 04. 065 t hat
are listed in this section shall be sourced to each |evel of taxing
jurisdiction as foll ows:

(a) A sale of nobile tel econmunications services, other than air-
ground radi ot el ephone service and prepaid calling service, is sourced
to the custoner's place of primary use as required by RCW 82. 08. 066.

(b) A sale of postpaid calling service is sourced to the
origination point of the telecomunications signal as first identified
by either (i) the seller's teleconmunications system or (ii)
information received by the seller fromits service provider, where the
systemused to transport such signals is not that of the seller.

(c) A sale of prepaid calling service is sourced as foll ows:

(1) Wien a prepaid calling service is received by the purchaser at
a business location of the seller, the sale is sourced to that business
| ocati on;

(i) Wien a prepaid calling service is not received by the
purchaser at a business location of the seller, the sale is sourced to
the |l ocation where receipt by the purchaser or the purchaser's donee,
desi gnated as such by the purchaser, occurs, including the |ocation
i ndi cated by instructions for delivery to the purchaser or donee, known
to the seller;

(tit) Wien (c)(i) and (ii) of this subsection do not apply, the
sale is sourced to the location indicated by an address for the
purchaser that is available from the business records of the seller
that are maintained in the ordinary course of the seller's business
when use of this address does not constitute bad faith,;

(itv) Wen (c)(i), (ii), and (iii) of this subsection do not apply,
the sale is sourced to the location indicated by an address for the
purchaser obtai ned during the consunmati on of the sale, including the
address of a purchaser's paynent instrunment, if no other address is
avai |l abl e, when use of this address does not constitute bad faith;
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(v) When (c)(i), (ii), (iii), and (iv) of this subsection do not

apply, including the circunstance where the seller is wthout
sufficient information to apply those provisions, then the |ocation
shall be determined by the address from which tangible personal

property was shipped, from which the digital good or the conputer
software delivered electronically was first available for transm ssion
by the seller, or fromwhich the service defined as a retail sale under
RCW 82.04.050 was provided, disregarding for these purposes any
| ocation that nerely provided the digital transfer of the product sold;

(vi) In the case of a sale of nobile telecommunications service
that is a prepaid tel ecommuni cations service, (c)(v) of this subsection
shall include as an option the |ocation associated with the nobile
t el ephone nunber.

(d) A sale of a private conmmunication service is sourced as
fol |l ows:

(1) Service for a separate charge related to a customer channel
termnation point is sourced to each level of jurisdiction in which
such custoner channel term nation point is |ocated.

(1i) Service where all custonmer termnation points are |ocated
entirely wwthin one jurisdiction or levels of jurisdiction is sourced
in such jurisdiction in which the custoner channel term nation points
are | ocat ed.

(ti1) Service for segnents of a channel between two custoner
channel termnation points located in different jurisdictions and which
segnent of channel are separately charged is sourced fifty percent in
each level of jurisdiction in which the custoner channel term nation
poi nts are | ocated.

(tv) Service for segnments of a channel l|ocated in nore than one
jurisdiction or levels of jurisdiction and which segnents are not
separately billed is sourced in each jurisdiction based on the
percentage determined by dividing the nunber of custonmer channel
termnation points in the jurisdiction by the total nunber of custoner
channel term nation points.

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

(a) "Air-ground radiotelephone service" nmeans air-ground radio
service, as defined in 47 CF. R Sec. 22.99, as anended or renunbered
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as of January 1, 2003, in which conmon carriers are authorized to offer
and provide radi o tel ecommuni cations service for hire to subscribers in
aircraft.

(b) "Call-by-call basis" neans any nethod of charging for
t el ecommuni cati ons services where the price is neasured by individual
calls.

(c) "Communications channel” nmeans a physical or virtual path of
communi cations over which signals are transmtted between or anong
cust omer channel term nation points.

(d) "Custoner"™ neans the person or entity that contracts with the

seller of telecomunications services. If the end wuser of
t el ecomruni cations services is not the contracting party, the end user
of the telecomunications service is the custoner of t he
t el ecomruni cati ons service. "Custoner" does not include a reseller of

t el ecommuni cati ons service or for nobile tel ecommunications service of
a serving carrier under an agreenent to serve the custoner outside the
home service provider's |licensed service area.

(e) "Custoner channel term nation point" neans the |ocation where
the custoner either inputs or receives the comrunications.

(f) "End user"” neans the person who uses the telecomunications
servi ce. In the case of an entity, the term end user neans the
i ndi vi dual who uses the service on behalf of the entity.

(g) "Hone service provider" neans the sane as that termis defined
in RCW 82. 04. 065.

(h) "Mobile tel ecommunications service" nmeans the sane as that term
is defined in RCW 82. 04. 065.

(i) "Place of primary use" nmeans the street address representative
of where the custoner's use of the tel econmunications service primarily
occurs, which nust be the residential street address or the primary
busi ness street address of the custoner. In the case of nobile
t el ecommuni cati ons services, "place of primary use" nust be wthin the
I icensed service area of the hone service provider

(j) "Postpaid calling service" neans the tel econmuni cati ons service
obt ai ned by maki ng a paynent on a call-by-call basis either through the
use of a credit card or paynent nmechani sm such as a bank card, travel
card, credit card, or debit card, or by charge nmade to ((whieh)) a
tel ephone nunber that is not associated with the origination or
termnation of the teleconmunications service. A postpaid calling
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service includes a tel ecommuni cations service that would be a prepaid
calling service except it is not exclusively a teleconmunications
servi ce.

(k) "Prepaid calling service" neans the right to access exclusively
t el ecomruni cati ons services, which nust be paid for in advance and
whi ch enables the origination of calls using an access nunber and/or
aut hori zati on code, whether manually or electronically dialed, and that
is sold in predetermned units or dollars of which the nunber declines
with use in a known anount.

(I') "Private conmunication service" mnmeans a telecommunications
service that entitles the custoner to exclusive or priority use of a
communi cations channel or group of channels between or anong
term nation points, regardl ess of the manner in which such channel or
channels are connected, and includes sw tching capacity, extension
lines, stations, and any other associated services that are provided in
connection wth the use of such channel or channels.

(m "Service address" neans:

(1) The location of the telecomunications equipnment to which a
custoner's call is charged and from which the call originates or
term nates, regardless of where the call is billed or paid,

(ii) If the location in (m (i) of this subsection is not known, the
origination point of the signal of the telecommunications services
first identified by either the seller's tel ecommunications systemor in
information received by the seller fromits service provider, where the
systemused to transport such signals is not that of the seller;

(tit) If the locations in (m(i) and (ii) of this subsection are
not known, the location of the custonmer's place of primary use.

Sec. 19. RCW 82.32.545 and 2003 2nd sp.s. ¢ 1 s 16 are each
anmended to read as foll ows:

(1) The legislature finds that accountability and effectiveness are
i nportant aspects of setting tax policy. In order to nake policy
choices regarding the best wuse of Iimted state resources the
| egi sl ature needs information on how a tax incentive is used.

(2)(a) A person who reports taxes under RCW 82.04. 260((+3))) (11)
or who clainms an exenption or credit under RCW 82.04. 4461, 82.08.980,
82.12. 980, 82.29A. 137, 84.36.655, and 82.04.4463 shall make an annual
report to the departnent detailing enploynent, wages, and enployer-
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provided health and retirenent benefits per job at the manufacturing
site. The report shall not include nanes of enployees. The report
shall also detail enploynent by the total nunber of full-time, part-
time, and tenporary positions. The first report filed under this
subsection shall include enploynent, wage, and benefit information for
the twel ve-nonth period imedi ately before first use of a preferenti al
tax rate under RCW 82.04.260((+3))) (11), or tax exenption or credit
under RCW 82. 04. 4461, 82.08.980, 82.12.980, 82.29A 137, 84.36.655, and
82. 04. 4463. The report is due by March 31st following any year in
which a preferential tax rate under RCW 82.04. 260((%+3)y)) (11) is used,
or tax exenption or credit under RCW 82.04. 4461, 82.08.980, 82.12.980,
82. 29A. 137, 84.36.655, and 82.04.4463 is taken. This information is
not subject to the confidentiality provisions of RCW82.32.330 and may
be di sclosed to the public upon request.

(b) If a person fails to submt an annual report under (a) of this
subsection by the due date of the report, the departnent shall declare
t he anount of taxes exenpted or credited, or reduced in the case of the
preferential business and occupation tax rate, for that year to be
i medi ately due and payable. Exci se taxes payable wunder this
subsection are subject to interest but not penalties, as provided under
this chapter. This information is not subject to the confidentiality
provi sions of RCW 82.32.330 and may be disclosed to the public upon

request.
(3) By Novenber 1, 2010, and by Novenber 1, 2023, the fiscal
committees of the house of representatives and the senate, in

consultation with the departnment, shall report to the legislature on
the effectiveness of chapter 1, Laws of 2003 2nd sp. sess. in regard to
keepi ng Washi ngton conpetitive. The report shall neasure the effect of
chapter 1, Laws of 2003 2nd sp. sess. on job retention, net jobs
created for Washington residents, conpany growh, diversification of
the state's econony, cluster dynamics, and other factors as the
commttees select. The reports shall include a discussion of
principles to apply in evaluating whether the |egislature should
reenact any or all of the tax preferences in chapter 1, Laws of 2003
2nd sp. sess.

Sec. 20. RCW 82.32.550 and 2003 2nd sp.s. ¢ 1 s 17 are each
anmended to read as foll ows:
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(1)(a) Chapter 1, Laws of 2003 2nd sp. sess. takes effect on the
first day of the nmonth in which the governor and a manufacturer of
commercial airplanes sign a mnmenorandum of agreenment regarding an
affirmative final decision to site a significant commercial airplane
final assenbly facility in Washington state. The departnent shall
provide notice of the effective date of chapter 1, Laws of 2003 2nd sp.
sess. to affected taxpayers, the legislature, and others as deened
appropriate by the departnent.

(b) Chapter 1, Laws of 2003 2nd sp. sess. is contingent upon the
siting of a significant comercial airplane final assenbly facility in
the state of Washington. |f a nmenorandum of agreenent under subsection
(1) of this section is not signed by June 30, 2005, chapter 1, Laws of
2003 2nd sp. sess. is null and void.

(c)(i) The departnent shall nmake a determ nation regarding the date
final assenbly of a superefficient airplane begins in Washi ngton state.
The rates in RCW82.04. 260((+3)})) (11) (a)(ii) and (b)(ii) take effect
the first day of the nonth such assenbly begins, or July 1, 2007
whi chever is later. The departnment shall provide notice of the
effective date of such rates to affected taxpayers, the |egislature,
and ot hers as deened appropriate by the departnent.

(ti) If on Decenmber 31, 2007, final assenbly of a superefficient
ai rplane has not begun in Wshington state, the departnent shall
provide notice of such to affected taxpayers, the legislature, and
ot hers as deened appropriate by the departnent.

(2) The definitions in this subsection apply throughout 