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ENGROSSED SUBSTI TUTE HOUSE BI LL 3179

AS AMENDED BY THE SENATE
Passed Legislature - 2010 Regul ar Sessi on
State of WAshi ngton 61st Legislature 2010 Regul ar Session

By House Finance (originally sponsored by Representatives Springer
and Ericks)

READ FI RST TI ME 02/ 09/ 10.

AN ACT Relating to |ocal excise tax provisions for counties and
cities; anending RCW 82.14.450, 82.14.460, 82.14.340, 82.12.010,
82.14. 230, and 9.46.113; and repealing 2009 ¢ 551 s 12 (uncodified).

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

Sec. 1. RCW82.14.450 and 2009 c 551 s 1 are each anended to read
as follows:

(1) A county legislative authority may submt an authorizing
proposition to the county voters at a primary or general election and,
if the proposition is approved by a majority of persons voting, inpose
a sales and use tax in accordance with the terns of this chapter. The
title of each ballot nmeasure nust clearly state the purposes for which
t he proposed sal es and use tax will be used. ((Funrds—raisedunderthis

p. 1 ESHB 3179. SL
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the services, and mgjor- nonrecurring capital expenditures.)) The rate
of tax under this section may not exceed three-tenths of one percent of
the selling price in the case of a sales tax, or value of the article
used, in the case of a use tax.

(2)(a) A_city legislative authority mnay submt _ an_authorizing
proposition to the city voters at a prinmary or general election and, if
the proposition is approved by a majority of persons voting, inpose a
sales and use tax in accordance with the terns of this chapter. The
title of each ballot neasure nust clearly state the purposes for which
the proposed_sales and use tax will be used. The rate_of tax under
this subsection may not exceed one-tenth of one percent of the selling
price in the case of a sales tax, or value of the article used, in the
case of a usetax. A city may not begin inposing a tax approved by the
voters under this subsection prior to January 1, 2011

(b) If a county adopts _an_ordinance_or_resolution to_ submt_ a
bal l ot proposition to the voters to inpose the sales and use tax under
subsection_ (1) of this section prior to a city within the_ county
adopting an ordinance or resolution to subnmt a ballot proposition to
the voters to inpose the tax under this subsection, the rate of tax by
the city under this subsection may not exceed an_ anount that would
cause the total county and city tax rate under this section to exceed
three-tenths of one percent. This subsection (2)(b) also applies if
the county and city adopt an ordinance or resolution to inpose sales
and use taxes under this section on the sane date.

(c) If the city adopts _an_ordinance_or_resolution to_ submt_ a
bal l ot proposition to the voters to inpose the sales and use tax under
this subsection prior to the county in which the city is located, the
county nust provide a credit against its tax under subsection (1) of
this section for the city tax under this subsection to the extent the
total county and city tax rate_under this section would exceed three-
tenths of one percent.

ESHB 3179. SL p. 2
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(3) The tax authorized inthis section is in addition to any other
taxes authorized by |law and nust be collected fromthose persons who
are taxable by the state under chapters 82.08 and 82.12 RCW upon the
occurrence of any taxable event within the county.

((63))) (4) The retail sale or use of notor vehicles, and the | ease
of motor vehicles for up to the first thirty-six nonths of the | ease,
are exenpt fromtax inposed under this section.

((64))) (5) One-third of all noney received under this section nust
be used solely for crimnal justice purposes, fire protection purposes,
or both. For the purposes of this subsection, "crimnal justice
pur poses” has the sanme neani ng as provided i n RCW82. 14. 340.

((65))) (6) Money received by a county under subsection (1) of this
section nust be shared between the county and the cities as foll ows:
Si xty percent nmust be retained by the county and forty percent nust be
distributed on a per capita basis to cities in the county.

(7) Tax_proceeds _received by a city inposing_a_tax_under_ this
section nmust be shared between the county and city as follows: Fifteen
percent nust be distributed to the county and_eighty-five percent is
retained by the city.

Sec. 2. RCW82.14.460 and 2009 c 551 s 2 are each anended to read
as follows:

(1)(@) A county legislative authority may authorize, fix, and
inpose a sales and use tax in accordance with the ternms of this
chapter.

(b) I'f a county with a_ popul ation over eight hundred thousand has
not inposed the tax authorized under_ this subsection by January 1,
2011, any city with a population_over thirty thousand located in that
county may authorize, fix, and inpose the sales and use tax_ in
accordance with the ternms of this chapter. The county nust provide a
credit against its tax for the full anmpbunt of tax inposed under this
subsection_(1)(b) by any city located in that county if the_ county
i nposes the tax after January 1, 2011.

(2) The tax authorized in this section ((shalk—be)) is in addition
to any other taxes authorized by |aw and ((shal)) nust be coll ected
fromthose persons who are taxable by the state under chapters 82.08
and 82.12 RCW upon the occurrence of any taxable event within the
county for a county's tax and withina city for acity's tax. The rate
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of tax ((shalt)) equal s one-tenth of one percent of the selling price
in the case of a sales tax, or value of the article used, in the case
of a use tax.

(3) Moneys collected under this section ((shalh)) nust be used
solely for the purpose of providing for the operation or delivery of
chem cal dependency or nental health treatnment progranms and services
and for the operation or delivery of therapeutic court prograns and
services. For the purposes of this section, "progranms and services"
includes, but is not limted to, treatnent services, case mnhagenent,
and housing that are a conponent of a coordi nated chem cal dependency
or nental health treatnment programor service.

(4) Al noneys collected under this section nust be used solely for
the purpose of providing new or expanded prograns and services as
provided in this section, except a portion of noneys collected under
this section may be used to supplant existing funding for these
purposes in any county or city as follows: Up to fifty percent may be
used to supplant existing funding in calendar year 2010; up to forty
percent may be used to supplant existing funding in cal endar year 2011,
up to thirty percent may be used to supplant existing funding in
cal endar year 2012; up to twenty percent nmay be used to supplant
exi sting funding in cal endar year 2013; and up to ten percent may be
used to supplant existing funding in cal endar year 2014.

(5) Nothing in this section may be interpreted to prohibit the use
of nmoneys collected under this section for the replacenent of |apsed
federal funding previously provided for the operation or delivery of
services and prograns as provided in this section.

Sec. 3. RCW82.14.340 and 1995 ¢ 309 s 1 are each anended to read
as follows:

(1) The legislative authority of any county may fix and inpose a
sales and use tax in accordance with the terns of this chapter,
provided that such sales and use tax is subject to repeal by
referendum using the procedures provided in RCW 82.14.036. The
ref erendum procedure provided in RCW82.14.036 is the exclusive nethod
for subjecting any county sal es and use tax ordinance or resolution to
a referendumvote.

(2) The tax authorized inthis section ((shalkh—be)) is in addition
to any other taxes authorized by |aw and ((shal)) nust be coll ected

ESHB 3179. SL p. 4



©O© 00 N O Ol WDN P

W W W W W W WwWwwWwWwMNDNDNDMDNDNMNMNDNMDDNMNMNDNMNMNMNMDNPEPRPPRPEPRPRPRPPRPERPRPRERPPRPRE
0O N O A W NPEFP O OOWwuNOD O WNEPEOOWOOLwWNO O~ owdNDEe. o

fromthose persons who are taxable by the state pursuant to chapters
82.08 and 82.12 RCW upon the occurrence of any taxable event within
such county. The rate of tax ((shall)) equals one-tenth of one percent
of the selling price (in the case of a sales tax) or value of the
article used (in the case of a use tax).

(3) Wien distributing noneys collected under this section, the
state treasurer ((shalh)) nust distribute ten percent of the noneys to
the county in which the tax was collected. The remai nder of the noneys
collected under this section ((shak)) nust be distributed to the
county and the cities within the county ratably based on popul ati on as
| ast determ ned by the office of financial managenent. |In making the
distribution based on population, the county ((shatH)) nust receive
that proportion that the unincorporated popul ation of the county bears
to the total population of the county and each city ((shath)) nust
receive that proportion that the city incorporated popul ation bears to
the total county popul ation.

(4) Moneys received from any tax inposed under this section
((shalt)) nust be expended ((exelusively)) for crimnal justice
pur poses ((anrd—shal—not—be—used—to—replace—or—suppltant—existing
funding)). Crimnal justice purposes are defined as activities that
substantially assist the crimnal justice system which may include
circunstances where ancillary benefit to the civil justice system
occurs, and which includes donestic violence services such as those
provi ded by donestic violence prograns, community advocates, and | ega
advocates, as defined in RCW 70.123.020. ( ( Bdsting—funding —for
prposes—ol—thi-s—subsection—ts—delined—as—ecalendar—year— 1989 —actual
operating—expendtures—For—ermnal—justice—purposes—Calendar—year
1989 — actual —operating —expenditures —for —ertmnal — fustice — purposes
exclude —the —FoH-owng——BExpenditures —For —extracrdinary —events —not
likely to reoccur, changes in contract provisions for crimnal {ustice
sefrvi-ces—beyond—the—control—of —thelocal +uvrtsdictron—recetving—the
services, and major nonrecurring capital- expenditures.))

(5 In the expenditure of funds for crimnal justice purposes as
provided in this section, cities and counties, or any conbination
thereof, are expressly authorized to participate in agreenents,
pursuant to chapter 39.34 RCW to jointly expend funds for crimna
justice purposes of nutual benefit. Such crimnal justice purposes of
mut ual benefit include, but are not limted to, the construction,

p. 5 ESHB 3179. SL
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i nprovenent, and expansion of jails, court facilities, ((and)) juvenile
justice facilities, and services with ancillary benefits to the civi
justice system

Sec. 4. RCWB82.12.010 and 2009 c 535 s 304 are each anmended 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)) is the purchase
price for the article of tangible personal property, the use of which
is taxabl e under this chapter. The termalso includes, in addition to
the purchase price, the anount 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 sane or is sold under conditions wherein the
purchase price does not represent the true value thereof, the val ue of
the article used ((shalt—be)) is determned as nearly as possible
according to the retail selling price at place of use of simlar
products of Iike quality and character under such rules as the
departnment may prescri be.

(b) I'n case the articles used are acquired by bailnent, the val ue
of the use of the articles so used ((shalt)) nust be in an anount
representing a reasonable rental for the use of the articles so bail ed,
determ ned as nearly as possible according to the val ue of such use at
the places of use of simlar products of |ike quality and character
under such rules as the departnent of revenue nmay prescribe. In case
any such articles of tangi ble personal property are used in respect to
the construction, repairing, decorating, or inproving of, and which
beconme or are to becone an ingredient or conponent of, new or existing
bui | 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 i ncluding 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)) is determ ned according to the retail selling price
of such articles, or in the absence of such a selling price, as nearly

ESHB 3179. SL p. 6
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as possible 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 nmeasures, such value may be determ ned
upon a cost basis, in any event under such rules as the departnent of
revenue may prescri be.

(c) In the case of articles owned 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 ((shalt))
nmust be an anount representing a reasonable rental for the use of the
articles, unless the person has paid tax under this chapter or chapter
82. 08 RCWupon the full value of the article used, as defined in (a) of
t hi s subsecti on.

(d) In 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 value of
the articles used ((shal—be)) is determ ned according to the val ue of
the ingredients of such articles.

(e) Inthe case of an article manufactured or produced for purposes
of serving as a prototype for the devel opnent of a new or inproved
product, the value of the article used ((shal—be)) is determ ned by:
(1) The retail selling price of such new or inproved product when first
offered for sale; or (ii) the value of materials incorporated into the
prototype in cases in which the new or inproved product is not offered
for sale.

(f) In the case of an article purchased with a direct pay permt
under RCW 82.32.087, the value of the article used ((shalk—be)) is
determ ned by the purchase price of such article if, but for the use of
the direct pay permt, the transaction woul d have been subject to sales
t ax;

(3) "Value of the service used" neans the purchase price for the
digital automated service or other service, the use of which is taxable
under this chapter. If the service is received by gift or under
condi ti ons wherein the purchase price does not represent the true val ue
t hereof, the value of the service used ((shall—be)) is determ ned as
nearly as possible according to the retail selling price at place of

p. 7 ESHB 3179. SL
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use of simlar services of like quality and character under rules the
departnment may prescri be;

(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 ti ons wherein the purchase price does not represent the true val ue
of the extended warranty, the value of the extended warranty used
((shalt—be)) is determned as nearly as possible according to the
retail selling price at place of use of simlar extended warranties of
i ke quality and character under rules the departnent may prescri be;

(5 "Value of the digital good or digital code used" neans the
purchase price for the digital good or digital code, the use of which
is taxabl e under this chapter. |If the digital good or digital code is
acquired other than by purchase, the value of the digital good or
digital code nust be determ ned as nearly as possible according to the
retail selling price at place of use of simlar digital goods or
digital codes of like quality and character under rul es the depart nent
may prescri be;

(6) "Use," "used," "using," or "put to use" have their ordinary
meani ng, and nean:

(a) Wth respect to tangi bl e personal property, except for natural
gas and manufactured gas, the first act within this state by which the
t axpayer takes or assunmes domnion or control over the article of
tangi bl e personal property (as a consuner), and include installation
storage, wthdrawal 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 RCW 82.04.050(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,
w thdrawal from storage, distribution, or any other act preparatory to
subsequent actual use or consunption of the article wwthin this state;

(c) Wth respect to an extended warranty, the first act wwthin 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

ESHB 3179. SL p. 8



© 00 N O Ol WDN P

W W W W W W WwWwWwWwWwWwWMNDNDNDMDNDNMNMNDNMDDNMNMNDNMDNMNMNMNMMNMNEPRPPRPEPRPRPRPPRPERPRRERPPRPRE
0O N O W NPEFP O OOWwNOD O P WNEPEOOOWOOLwWNO O~ owDNDE.Oo

i ncludes installation, storage, withdrawal fromstorage, distribution,
or any other act preparatory to subsequent actual use or consunption of
the article within this state;

(d) Wth respect to a digital good or digital code, the first act
within this state by which the taxpayer, as a consuner, Views,
accesses, downl oads, possesses, st ores, opens, mani pul at es, or
ot herwi se uses or enjoys the digital good or digital code;

(e) Wth respect to a digital autonmated service, the first act
within this state by which the taxpayer, as a consuner, uses, enjoys,
or otherw se receives the benefit of the service;

(f) Wth respect to a service defined as a retail sale in RCW
82.04.050(6)(b), the first act wwthin this state by which the taxpayer,
as a consuner, accesses the prewitten conputer software; ((and))

(g) Wth respect to a service defined as a retail sale in RCW
82.04.050(2)(g), the first act wwthinthis state after the service has
been perforned by which the taxpayer, as a consuner, Views, accesses,
downl oads, possesses, stores, opens, nmani pul ates, or otherw se uses or
enj oys the digital good upon which the service was perforned; and

(h) Wth respect to natural gas or manufactured gas, the use of
which is taxable under RCW 82.12.022, including gas_that is_also
taxabl e under the authority of RCW82.14.230, the first act within this
state by which the taxpayer consunes the gas_ by burning the gas_or
storing the gas in the taxpayer's own facilities for later consunption
by the taxpayer;

(7) "Taxpayer" and "purchaser"” include all persons included within
t he neaning of the word "buyer" and the word "consuner” as defined in
chapters 82.04 and 82. 08 RCW

(8)(a)(i) Except as provided in (a)(ii) of this subsection (8),
"retailer"” means every seller as defined in RCW 82.08.010 and every
person engaged i n the business of selling tangible personal property at
retail and every person required to collect from purchasers the tax
i nposed under this chapter.

(ii1) "Retailer" does not i nclude a professional enpl oyer
organi zati on when a covered enpl oyee coenpl oyed with the client under
the terns of a professional enployer agreenent engages in activities
that constitute a sale of tangible personal property, extended
warranty, digital good, digital code, or a sale of any digital
automated service or service defined as a retail sale in RCW82.04. 050

p. 9 ESHB 3179. SL
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(2)(a) or (g), (3)(a), or (6)(b) that is subject to the tax inposed by
this chapter. In such cases, the client, and not the professional
enpl oyer 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 organi zation" have the sanme neanings as in RCW
82. 04. 540;

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

(10) The neaning ascribed to words and phrases in chapters 82.04
and 82.08 RCW insofar as applicable, ((shalt—have)) has full force and
effect wth respect to taxes inposed under the provisions of this
chapter. "Consuner,"” in addition to the neaning ascribed to it in
chapters 82.04 and 82.08 RCW insofar as applicable, ((shath)) also
means any person who distributes or displays, or causes to be
di stributed 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 consunmer as defined in this subsection
(10), the use of the property ((shalHt—be)) is deenmed to be by such
consurer.

Sec. 5. RCW82.14.230 and 1989 ¢ 384 s 2 are each anended to read
as follows:

(1) The governing body of any city, while not required by
| egi sl ati ve nandate to do so, nmay, by resolution or ordinance for the
pur poses authorized by this chapter, fix and i npose on every person a
use tax for the privilege of using natural gas or nmanufactured gas in
the city as a consuner.

(2) The tax ((shak—be)) is inmposed in an anount equal to the val ue
of the article used by the taxpayer nultiplied by the rate in effect
for the tax on natural gas busi nesses under RCW 35.21.870 in the city
in which the article is used. The "value of the article used," does
not include any anounts that are paid for the hire or use of a natural
gas business in transporting the gas subject to tax wunder this
subsection if those anounts are subject to tax under RCW 35. 21. 870.

ESHB 3179. SL p. 10
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(3) The tax inposed under this section ((shalt)) does not apply to
the use of natural or manufactured gas if the person who sold the gas
to the consuner has paid a tax under RCW35.21.870 with respect to the
gas for which exenption is sought under this subsection.

(4) There ((shalt—be)) is a credit against the tax |evied under
this section in an anount equal to any tax paid by:

(a) The person who sold the gas to the consuner when that tax is a
gross receipts tax simlar to that inposed pursuant to RCW 35. 21. 870 by
another ((state)) nunicipality or other unit_ of local governnent wth
respect to the gas for which a credit is sought under this subsection;
or

(b) The person consum ng the gas upon which a use tax simlar to
the tax inposed by this section was paid to another ((state))
muni cipality or other unit of [ocal governnment with respect to the gas
for which a credit is sought under this subsection.

(5) The use tax ((hereby)) inposed ((shatt)) nust be paid by the
consuner. The administration and collection of the tax ((hereby))
i nposed ((shat—be)) is pursuant to RCW82. 14. 050.

Sec. 6. RCW 9.46.113 and 1975 1st ex.s. ¢ 166 s 11 are each
anmended to read as foll ows:

Any county, city or town which collects a tax on ganbling
activities authorized pursuant to RCW9.46. 110 ((shalt)) nust use the
revenue fromsuch tax primarily for the purpose of ((enrfereerent—oefthe

a a NN a N a N a N aV¥a' a N M a N A a¥a a aVasala

ageney)) public safety.

NEW SECTION. Sec. 7. 2009 c¢ 551 s 12 (uncodified) is hereby
r epeal ed.

Passed by the House March 9, 2010.

Passed by the Senate March 5, 2010.

Approved by the Governor March 19, 2010.

Filed in Ofice of Secretary of State March 19, 2010.

p. 11 ESHB 3179. SL
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