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SECOND SUBSTI TUTE SENATE BI LL 5681

St ate of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on

By Senate Committee on Ways & Means (originally sponsored by Senator
Br own)

Read first tinme 03/08/1999.

AN ACT Rel ating to studying the systemof state and | ocal taxation
of the electricity industry; and creating new sections.

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

NEW_ SECTI ON. Sec. 1. The legislature finds that changes have
occurred in the electricity industry because of federal deregul ation of
the wholesale electricity market and the subsequent restructuring by
several states of their retail electricity markets. The |egislature
further finds that such changes inpact the electricity industry in the
state of Washington and that the extent of those inpacts on the
taxation of the <changing electricity industry are not fully
conprehended. The |legislature therefore intends to comm ssion a study
and report to examne current state and local taxation of the
electricity industry in order to receive options for state and | ocal
taxes that avoid revenue |oss, pronote conpetitive neutrality, and
encour age econom ¢ devel opnment within the electricity industry.

NEW SECTION. Sec. 2. (1) The departnent of revenue shall conduct
a study and prepare a report of current state and | ocal taxation of the
electricity industry and options for changes to avoid revenue | o0ss,
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pronote conpetitive neutrality, and encourage econonic devel opnment
within the electricity industry.

(2) The study shall include an analysis of the follow ng:

(a) Current state and local taxation of the whol esale and retai
electricity industry, including tax incidence, rate, base, collection,
and allocation of the public utility tax, public utility district
privil ege tax, sal es and use tax, business and occupation tax, property
tax, real estate excise tax, and |easehold excise tax;

(b) Trends in the wholesale and retail electricity mnarkets
affecting current and future revenue streans, including power inports
and exports by in-state and out-of-state suppliers;

(c) The extent to which existing state and |local tax |laws may be
insufficient to protect revenue streans in light of identifiable
whol esal e and retail market changes;

(d) Whether the tax code is adequate to fairly tax new partici pants
inthe market such as brokers, marketers, aggregators, and traders; and

(e) Options for state and local tax laws to protect existing
revenue streans, to pronote conpetitive neutrality anong whol esal e and
retail electricity market participants, and to encourage econonic
devel opment within the electricity industry.

(3) The report shall include recomendations for | egislative action
to i npl ement the options anal yzed i n subsection (2)(e) of this section
that best acconplish the avoidance of revenue |oss, pronotion of
conpetitive neutrality, and encouragenent of econom c devel opnent
within the electricity industry.

(4) The departnment shall conduct the study with support fromthe
utilities and transportation conm ssion, the energy division of the
departnment of conmmunity, trade, and econom c devel opnent, and the state
auditor. The departnent shall consult with energy utilities, retai
el ectric custoners, |ocal governnents, independent power producers,
brokers, marketers, traders, other interested parties, and the chairs
and ranking mnority nmenbers of the commttees of the senate and the
house of representatives wth jurisdiction over electricity issues
periodically throughout the course of the study, and shall submt its
report to the legislature and the governor by Decenber 1, 1999.

(5) Al entities subject to current state and | ocal taxes on assets
or activities related to the generation, transm ssion, distribution, or
the purchase and sale of electricity shall cooperate with the
departnment in the preparation of the study and the report required by
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1 this section, and shall provide all information requested by the
2 departnment in a tinely manner so that the study and report wll be as
3 thorough as possible and conpl eted on schedul e.

~-- END ---
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