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HOUSE BI LL 2650

Passed Legislature - 2008 Regul ar Session
State of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on

By Representatives Santos, Ericks, Hunter, and Wod; by request of
Departnent of Revenue

Read first tinme 01/ 15/08. Referred to Commttee on Fi nance.

AN ACT Relating to authorizing a cigarette tax agreenent between
the state of Washi ngton and the Yakama Nation; anendi ng RCW 82. 08. 0316
and 82.12.0316; adding a new section to chapter 43.06 RCW adding a new
section to chapter 82.24 RCW creating a new section; and declaring an
emer gency.

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

NEW SECTION. Sec. 1. A new section is added to chapter 43.06 RCW
to read as foll ows:

(1) The legislature finds that entering into a cigarette tax
agreenent with the Yakama Nation is a positive step and that such an
agreenent will support a stable and orderly environnment on the Yaki ma
Reservation for regulation of cigarette sales. The |egislature further
finds that the very special circunstances of the Yakama Nati on pursuant
to the Treaty with the Yakamas of 1855 (12 Stat. 951) support a
cigarette tax agreenment that reflects those circunstances. The
| egislature also finds that the provisions of the agreenment with the
Yakama Nation authorized by this act are reasonably necessary to
prevent fraudulent transactions and place a mnimal burden on the
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Yakama Nation, pursuant to the United States suprenme court's decision
in WAshington . Confederated Tribes of the Colville Indian
Reservation, 447 U. S. 134 (1980).

It is the intent of the legislature that the cigarette tax
agreenent with the Yakama Nation reflects the uni queness of the Yakama
Nation's Treaty through specific terns that govern pricing of
cigarettes, tribal cigarette tax revenue, information sharing, and
adm ni stration of the agreenent.

(2) For purposes of this section:

(a) "G garette" has the sanme neaning as in chapter 82.24 RCW and

(b) "Tribal retailer” neans a cigarette retailer as that termis
defined in RCW 82.24.010 that is licensed by and located wthin the
jurisdiction of the Yakama Nation and is wholly owned by the Yakana
Nation or any of its enrolled nenbers.

(3) The governor may enter into a cigarette tax agreenent with the
Yakama Nation, a federally recognized Indian tribe |located within the
geogr aphi cal boundaries of the state of Washi ngton, concerning the sale
of cigarettes, subject to the provisions of this section. The governor
may del egate the authority to negotiate the agreenent to the departnent
of revenue.

(4) The agreenent nust be for a renewable period of no nore than
ei ght years.

(5 Al cigarettes possessed or sold by tribal retailers nust be
subject to the agreenent, except cigarettes manufactured within the
jurisdiction of the Yakama Nation by the Yakama Nation or its enrolled
menbers.

(6) The agreenent mnust allow the Yakana Nation to exenpt its
enroll ed nenbers fromthe tribal cigarette tax inposed under subsection
(7) of this section.

(a) Sales of cigarettes exenpt under this subsection mnust be
subject to the requirenments of subsection (9) of this section.

(b) The exenption nust be provided only at the point of sale and
rei nbursenent provided to the tribal retailer by the Yakama Nation

(7) The agreenent nust require the Yakama Nation to inpose and
maintain in effect on the sale of cigarettes by tribal retailers a tax
as provided in this subsection.

(a) The rate of tax will be expressed in dollars and cents and nust
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be the percentage of tax inposed by the state under chapter 82.24 RCW
for the period of the agreenment as stated here:

(1) Eighty percent during the first six years;

(1i) Eighty-four percent during the seventh year; and

(1i1) Ei ghty-seven and six-tenths percent during the eighth year.

(b) The tax nust be inposed on each carton, or portion of a carton,
of cigarettes, with ten packs per carton and twenty cigarettes per pack
being the industry standard, and prorated for cartons and packs that
are not standard.

(c) The tax nust be in lieu of the conbined state and | ocal sales
and use taxes, and state cigarette taxes, and, as provided in sections
2 through 4 of this act, the taxes inposed by chapters 82.08, 82.12,
and 82.24 RCW do not apply during the term of the agreenent on any
transacti on governed by the agreenent.

(d) Throughout the term of the agreenment and any renewal of the
agreenent, the tax nust increase or decrease in correspondence with the
state cigarette tax by applying the percentages in (a) of this
subsecti on.

(8) The revenue generated by the tax inposed under subsection (7)
of this section nust be used by the Yakana Nation for essential
government services, as that termis defined in RCW43. 06. 455.

(9) Al cigarettes possessed or sold by a tribal retailer nmust bear
a tribal cigarette tax stanp as provided in this subsection.

(a) The Yakama Nation nmay act as its own stanp vendor, subject to
nmeeting reasonable requirenents for internal controls.

(b) The stanps nust have serial nunbers or other discrete
identification that allow stanps to be traced to their source.

(10) The price paid by the tribal retailer to the whol esal er nust
not be less than the total of the price paid by the Yakama Nation or
ot her whol esaler and the tax inposed under subsection (7) of this
section.

(11) The retail selling price of <cigarettes sold by tribal
retailers nust not be |l ess than the price paid by them under subsection
(10) of this section.

(12) Tribal retailers nust not sell or give, or permt to be sold
or given, cigarettes to any person under the age of eighteen years.

(13) The authority and the individual and joint responsibility of
the Yakama Nation, the departnent of revenue, and the |iquor control
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board for adm nistration and enforcenment nust be specified in the
agreenent including, but not Ilimted to, requirenents regarding
transport of cigarettes, keeping of records, reporting, notice,
i nspection, audit, and nmutual exchange of information.

(a) Requirenments nust provide for sharing of information regarding
transport of cigarettes in the state of Washi ngton by the Yakama Nati on
or its enrolled nenbers, reporting of information on sales to custoners
| ocated outside the jurisdiction of the Yakama Nation, and authority
for unannounced inspection by the state of tribal retailers to verify
conpliance wth stanping and pricing provisions.

(b) Information received by the state or open to state review under
the terns of the agreenent is subject to RCW82.32. 330.

(14) The agreenent nust provide for resolution of disputes using a
nonjudi cial process, such as nediation, and establish a dispute
resol ution protocol that includes the follow ng el enents:

(a) A procedure for notifying the other party that a violation has
occurred;

(b) A procedure for establishing whether a violation has in fact
occurred;

(c) An opportunity to correct the violation;

(d) A procedure for termnating the agreenent in the event of a
failure to correct the violation, such term nation subject to nediation
should the terns of the agreenent so allow and

(e) Term nation of the agreenent for cause.

(15) The agreenent may not include any provisions that inpact the
state's share of the nmster settlenent agreenment or concern
redistribution of the state's proceeds under the master settlenent
agr eement .

(16) The departnent of revenue nay share with the Yakanma Nation tax
information under RCW 82.32.330 that is necessary for the Yakama
Nation's conpliance with the agreenent.

NEW SECTION. Sec. 2. A new section is added to chapter 82.24 RCW
to read as foll ows:

The taxes inposed by this chapter do not apply to the sale, use,
consunption, handling, possession, or distribution of cigarettes by a
tribal retailer during the effective period of a cigarette tax
agreenent under section 1 of this act.
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Sec. 3. RCW82.08.0316 and 2005 ¢ 11 s 3 are each anended to read
as follows:

The tax levied by RCW 82.08.020 does not apply to sales of
cigarettes by an Indian retailer during the effective period of a
cigarette tax contract subject to RCW 43.06.455 or a cigarette tax
agreenent under RCW 43.06.465 or section 1 of this act.

Sec. 4. RCWB82.12.0316 and 2005 ¢ 11 s 4 are each anended to read
as follows:

The provisions of this chapter shall not apply in respect to the
use of cigarettes sold by an Indian retailer during the effective
period of a cigarette tax contract subject to RCW 43.06.455 or a
cigarette tax agreenent under RCW 43.06.465 or section 1 of this act.

NEW SECTION. Sec. 5. In Decenber 2007 it was announced that a
cigarette tax agreenent between the state of Washington and the Yakama
Nation had been reached in principle. The | egislature nust provide
aut hori zation to the governor to sign such an agreenent. Because the
parties have reached an agreenent in principle, tine for inplenentation
is of the essence.

NEW SECTION. Sec. 6. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
i mredi atel y.

~-- END ---
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