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SENATE BI LL 6708

State of WAshi ngt on 56th Legislature 2000 Regul ar Sessi on

By Senators Horn, Rossi, Morton, Hochstatter, Swecker, Stevens, Sheahan
and Benton

Read first time 01/24/2000. Referred to Commttee on Ways & Means.

AN ACT Relating to sales and use tax equalization; anmending RCW
82. 14. 030, 82. 14. 050, 82.14.060, 82.14.200, and 82. 14. 210; providi ng an
effective date; and declaring an energency.

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

Sec. 1. RCW82.14.030 and 1989 c 384 s 6 are each anended to read
as follows:

(1) The governing body of any county or city while not required by
| egi slative mandate to do so, may, by resolution or ordinance for the
pur poses aut horized by this chapter, fix and i npose a sal es and use t ax
in accordance with the ternms of this chapter. Such tax shall be
coll ected fromthose persons who are taxable by the state pursuant to
chapters 82.08 and 82. 12 RCW upon the occurrence of any taxabl e event
within the county or city as the case may be: PROVI DED, That except as
provided in RCW 82.14.230, this sales and use tax shall not apply to
natural or manufactured gas. The rate of such tax inposed by a county
shal|l be five-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). The rate of such tax inposed by a city shall not exceed five-
tenths of one percent of the selling price (in the case of a sal es tax)
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or value of the article used (in the case of a use tax): PROVI DED,
HOWNEVER, That in the event a county shall inpose a sales and use tax
under this subsection, the rate of such tax inposed under this
subsection by any city therein shall not exceed four hundred and
twenty-five one-thousandths of one percent. No city may inpose a tax
under this section unless the city agrees to contribute ten percent of
the tax collected under this subsection to the municipal sales and use
tax equalization account under RCW82.14.210. No county may inpose a
tax under this section unless the county agrees to contribute eight
percent of the tax collected under this subsection to the county sales
and use tax equalization account under RCW 82.14.200. Continuing to
collect a tax under this subsection after the effective date of this
section constitutes agreenent.

(2) ((Subjeet—tothe—enactrent—intotawofthe 1982 anendnent—te
ROW-82 02 020by—seett+on5——~chapter—49—taws—of 1982 1st—ex—sess—))
In addition to the tax authorized in subsection (1) of this section,
t he governi ng body of any county or city may by resol ution or ordinance
i npose an additional sales and use tax in accordance with the terns of
this chapter. Such additional tax shall be collected upon the sane
t axabl e events upon which the tax i nposed under subsection (1) of this
sectionis levied. The rate of such additional tax i nposed by a county
shall be up to five-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). The rate of such additional tax inposed by a city shall be up to
five-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): PROvVIDED
HOWNEVER, That in the event a county shall inpose a sales and use tax
under this subsection at a rate equal to or greater than the rate
i nposed under this subsection by a city within the county, the county
shal |l receive fifteen percent of the city tax: PROVIDED FURTHER, That
in the event that the county shall inpose a sales and use tax under
this subsection at a rate which is less than the rate inposed under
this subsection by a city within the county, the county shall receive
t hat amount of revenues fromthe city tax equal to fifteen percent of
the rate of tax inposed by the county under this subsection. The
authority to inpose a tax under this subsection is intended in part to
conpensate | ocal governnent for any |osses from the phase-out of the
property tax on business inventories.
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Sec. 2. RCWS82.14.050 and 1999 ¢ 165 s 14 are each anended to read
as follows:

The counties, cities, and transportation authorities under RCW
82.14.045 and public facilities districts under chapter 36.100 and
35.57 RCWshall contract, prior to the effective date of a resol ution
or ordinance inposing a sales and use tax, the admnistration and
collection to the state departnent of revenue, which shall deduct a
percent age anmount, as provided by contract, not to exceed two percent
of the taxes collected for admnistration and collection expenses
incurred by the departnent. O the remamining portion of any tax
collected on behalf of cities under RCW82. 14. 030(1), ten percent shall

be deposited by the departnent of revenue into the nmunicipal sales and

use tax equalization account under RCW 82.14.210. O the remaining

portion of any tax collected on behalf of counties under RCW

82.14.030(1), eight percent shall be deposited by the departnent of

revenue into the county sales and use tax equalization account under

RCW 82. 14. 200. The remai nder of any portion of any tax authorized by
this chapter which is collected by the departnment of revenue shall be
deposited by the state departnent of revenue in the | ocal sal es and use
tax account hereby created in the state treasury. Moneys in the |ocal
sales and use tax account may be spent only for distribution to
counties, cities, transportation authorities, and public facilities
districts inposing a sales and use tax. All admnistrative provisions
in chapters 82.03, 82.08, 82.12, and 82.32 RCW as they now exist or
may hereafter be anmended, shall, insofar as they are applicable to
state sal es and use taxes, be applicable to taxes inposed pursuant to
this chapter. Except as provided in RCW 43.08.190, all earnings of
i nvestnments of bal ances in the | ocal sal es and use tax account shall be
credited to the |l ocal sales and use tax account and distributed to the
counties, cities, transportation authorities, and public facilities
districts nonthly.

Sec. 3. RCW82.14.060 and 1991 ¢ 207 s 3 are each anended to read
as follows:

Monthly the state treasurer shall nake distribution fromthe | ocal
sales and use tax account to the counties, cities, transportation
authorities, and public facilities districts the anount of tax
collected on behalf of each taxing authority, |ess the deductions
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provided for in RCW 82.14. 050. The state treasurer shall make the
di stribution under this section w thout appropriation.

In the event that any ordi nance or resolution inposes a sales and
use tax at a rate in excess of the applicable limts contained herein,
such ordi nance or resolution shall not be considered void in toto, but
only with respect to that portion of the rate which is in excess of the
applicable limts contained herein.

Sec. 4. RCWS82.14.200 and 1998 ¢ 321 s 8 (ReferendumBill No. 49)
are each anended to read as foll ows:

There is created in the state treasury a special account to be
known as the "county sales and use tax equalization account." ((+nte

hi hal | | I . e ald hi el .
recetrpts—as—provided+n—ROW8244-110-)) In calendar year 2000, the

state treasurer shall transfer into the county sales and use tax
equal i zati on account fromthe general fund the sumof four mllion nine
hundred thousand dollars divided into two equal deposits occurring on
the first day of the nmonths of July and Cctober. In cal endar year

2001, the state treasurer shall transfer into the county sales and use
tax equalization account fromthe general fund the sumof eight mllion
one hundred t housand dollars divided into four equal deposits occurring
on the first day of the nonths of January, April, July, and Cctober.

For each cal endar year thereafter, the state treasurer shall increase
the total transfer by the fiscal growh factor, as defined in RCW
43. 135. 025, forecast for that fiscal year by the office of financial

managenent in Novenber of the preceding year. Funds in this account

shall be allocated by the state treasurer according to the foll ow ng
pr ocedur e:

(1) Prior to April 1st of each year the director of revenue shal
informthe state treasurer of the total and the per capita |evels of
revenues for the unincorporated area of each county and the state-w de
wei ght ed average per capita |evel of revenues for the unincorporated
areas of all counties inposing the sales and use tax authorized under
RCW 82.14.030(1) for the previous cal endar year.

(2) ((At—suehtirmes—as—distributions—aremadeunderROW82-44-150))
On the first day of the nonths of January, April, July, and October of
each year, the state treasurer shall apportion to each county inposing
the sales and use tax under RCW 82.14.030(1) at the maxinumrate and
receiving |l ess than one hundred fifty thousand dollars fromthe tax for
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t he previous cal endar year, an anmount fromthe county sal es and use tax
equal i zati on account sufficient, when added to the anobunt of revenues
recei ved t he previous cal endar year by the county, to equal one hundred
fifty thousand doll ars.

The departnent of revenue shall establish a governnental price
index as provided in this subsection. The base year for the index
shall be the end of the third quarter of 1982. Prior to Novenber 1,
1983, and prior to each Novenber 1st thereafter, the departnent of
revenue shall establish another index figure for the third quarter of
that year. The departnent of revenue may use the inplicit price
deflators for state and |ocal governnent purchases of goods and
services calculated by the United States departnent of commerce to
establish the governnental price index. Beginning on January 1, 1984,
and each January 1st thereafter, the one hundred fifty thousand dol | ar
base figure in this subsection shall be adjusted in direct proportion
to the percentage change in the governnental price index from 1982
until the year before the adjustnent. D stributions nmade under this
subsection for 1984 and thereafter shall use this adjusted base anount
figure.

(3) Subsequent to the distributions under subsection (2) of this
section and at such tinmes as distributions are made under ((REW
8244-150)) subsection (2) of this section, the state treasurer shal
apportion to each county inposing the sales and use tax under RCW
82.14.030(1) at the maximum rate and receiving |less than seventy
percent of the state-w de wei ghted average per capita | evel of revenues
for the unincorporated areas of all counties as determned by the
departnment of revenue under subsection (1) of this section, an anount
fromthe county sal es and use tax equali zation account sufficient, when
added to the per capita |level of revenues for the unincorporated area
received the previous calendar year by the county, to equal seventy
percent of the state-w de wei ghted average per capita | evel of revenues
for the wunincorporated areas of all counties determned under
subsection (1) of this section, subject to reduction under subsections
(6) and (7) of this section. Wen conputing distributions under this
section, any distribution under subsection (2) of this section shall be
considered revenues received from the tax inposed under RCW
82.14.030(1) for the previous cal endar year.

(4) Subsequent to the distributions under subsection (3) of this
section and at such tinmes as distributions are made under ((REW
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8244-150)) subsection (2) of this section, the state treasurer shal
apportion to each county inposing the sales and use tax under RCW
82.14.030(2) at the maxinmum rate and receiving a distribution under
subsection (2) of this section, a third distribution fromthe county
sales and use tax equalization account. The distribution to each
qualifying county shall be equal to the distribution to the county
under subsection (2) of this section, subject to the reduction under
subsections (6) and (7) of this section. To qualify for the tota
distribution under this subsection, the county nust inpose the tax
under RCW82.14.030(2) for the entire cal endar year. Counties inposing
the tax for less than the full year shall qualify for prorated
al I ocations under this subsection proportionate to the nunber of nonths
of the year during which the tax is inposed.

(5) Subsequent to the distributions under subsection (4) of this
section and at such tinmes as distributions are nmade under ((REW
8244-150)) subsection (2) of this section, the state treasurer shal
apportion to each county inposing the sales and use tax under RCW
82.14.030(2) at the maxinmum rate and receiving a distribution under
subsection (3) of this section, a fourth distribution fromthe county
sales and use tax equalization account. The distribution to each
qualifying county shall be equal to the distribution to the county
under subsection (3) of this section, subject to the reduction under
subsections (6) and (7) of this section. To qualify for the
distributions under this subsection, the county mnust inpose the tax
under RCW82.14.030(2) for the entire cal endar year. Counties inposing
the tax for less than the full year shall qualify for prorated
al I ocations under this subsection proportionate to the nunber of nonths
of the year during which the tax is inposed.

(6) Revenues distributed under subsections (2) through (5) of this
section in any calendar year shall not exceed an anpbunt equal to
seventy percent of the state-w de wei ghted average per capita | evel of
revenues for the wunincorporated areas of all counties during the
previ ous cal endar year. |If distributions under subsections (3) through
(5) of this section cannot be nmade because of this limtation, then
di stributions under subsections (3) through (5) of this section shal
be reduced ratably anong the qualifying counties.

(7) If inadequate revenues exist in the county sales and use tax
equal i zati on account to nmake the distributions under subsections (3)
through (5) of this section, then the distributions under subsections
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(3) through (5) of this section shall be reduced ratably anong the
qualifying counties. At such tine during the year as additional funds
accrue to the county sal es and use tax equal i zation account, additional
di stributions shall be nmade under subsections (3) through (5) of this
section to the counti es.

(8 If the level of revenues in the county sales and use tax
equal i zati on account exceeds the anobunt necessary to nake the
di stributions under subsections (2) through (5) of this section, at
such tinmes as distributions are made under ((REW-82—44-150)) subsection
(2) of this section, the state treasurer shall apportion an anount to
the county public health account created in RCW70.05. 125 equal to the
adj ust nrent under RCW 70. 05. 125(2) (b).

(9) If the level of revenues in the county sales and use tax
equal i zati on account exceeds the anobunt necessary to nake the
di stributions wunder subsections (2) through (5) and (8) of this
section, then the additional revenues shall be credited and transferred
as follows:

(a) Fifty percent to the public facilities construction |oan
revol vi ng account under RCW 43. 160. 080; and

(b) Fifty percent to the distressed county public facilities
construction | oan account under RCW 43.160. 220, or so nuch thereof as
wi || not cause the balance in the account to exceed twenty-five mllion
dol | ars. Any remaining funds shall be deposited into the public
facilities construction |oan revol ving account.

Sec. 5. RCWB82.14.210 and 1996 ¢ 64 s 1 are each anmended to read
as follows:

There is created in the state treasury a special account to be
known as the "nmunicipal sales and use tax equalization account.”

((

.44, —-)) 1n cal endar year 2000, the state treasurer shal

transfer into the nunicipal sales and use tax equalization account from
the general fund the sum of fifteen mllion seven hundred thousand
dollars divided into two equal deposits occurring on the first day of
the nonths of July and October. In calendar year 2001, the state
treasurer shall transfer into the mnmunicipal sales and use tax
equalization account from the general fund the sum of twenty-two
mllion two hundred thousand dollars divided into four equal deposits
occurring on the first day of the nonths of January, April, July, and
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Cctober. For each cal endar year thereafter, the state treasurer shal
increase the total transfer by the fiscal growmh factor, as defined in
RCW 43.135.025, forecast for that fiscal year by the office of
financi al managenent in Novenber of the preceding year. Funds in this
account shall be allocated by the state treasurer according to the
fol |l om ng procedure:

(1) Prior to January 1st of each year the departnent of revenue
shall determne the total and the per capita levels of revenues for
each city and the state-w de weighted average per capita |evel of
revenues for all cities inposing the sales and use tax authorized under
RCW 82.14.030(1) for the previous cal endar year.

(2) ((At—suyehtires—as—dist+ributions—arermade—under—ROW8244-150+-

8244-150)) On the first day of the nonths of January, April, July, and
Cct ober of each year, the state treasurer shall apportion to each city
i nposi ng the sales and use tax under RCW 82.14.030(1) at the maxi num
rate and receiving | ess than seventy percent of the state-w de wei ghted
average per capita level of revenues for all cities as determ ned by
the departnent of revenue under subsection (1) of this section, an
anmount from the nunicipal sales and use tax equalization account
sufficient, when added to the per capita | evel of revenues received the
previ ous cal endar year by the city, to equal seventy percent of the
st at e-w de wei ght ed average per capita | evel of revenues for all cities
det erm ned under subsection (1) of this section, subject to reduction
under subsection ((£6))) (5) of this section.

((4))) (3) Subsequent to the distributions under subsection
((3))) (2) of this section, and at such tines as distributions are
made under ((REW-8244-150)) subsection (2) of this section, the state
treasurer shall apportion to each city inposing the sales and use tax
under RCW82. 14.030(2) at the maxi mumrate and receiving a distribution
under subsection ((3)})) (2) of this section, a ((t+hird)) second
di stribution fromthe nunicipal sales and use tax equalization account.
The distribution to each qualifying city shall be equal to the
distribution to the city under subsection ((£3))) (2) of this section,
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subj ect to the reduction under subsection (({6))) (5) of this section.
To qualify for the distributions under this subsection, the city nust
i npose the tax under RCW 82.14.030(2) for the entire cal endar year.
Cities inposing the tax for less than the full year shall qualify for
prorated all ocations under this subsection proportionate to the nunber
of nonths of the year during which the tax is inposed.

((65))) (4) For a city with an official incorporation date after
January 1, 1990, nunici pal sal es and use tax equali zation distributions
shall be made according to the procedures in this subsection.
Muni ci pal sal es and use tax equalization distributions to eligible new
cities shall be nmade at the sane tinme as distributions are nmade under
subsections (2) and (3) ((andH4))) of this section. The departnent of
revenue shall follow the estimating procedures outlined in this
subsection until the new city has received a full year’s worth of
revenues under RCW 82.14.030(1) as of the January nunicipal sales and
use tax equalization distribution.

(a) Whether a newly incorporated city determ ned to receive funds
under this subsection receives its first equalization paynent at the
January, April, July, or COctober nunicipal sales and use tax
equal i zation distribution shall depend on the date the city first
i nposes the tax authorized under RCW 82. 14. 030(1).

(1) Anewy incorporated city inposing the tax authorized under RCW
82.14.030(1) effective as of January 1st shall be eligible to receive
funds under this subsection beginning with the April municipal sales
and use tax equalization distribution of that year.

(1i) Anewy incorporated city inposing the tax authorized under
RCW82. 14. 030(1) effective as of February 1st, March 1st, or April 1st
shall be eligible to receive funds under this subsection beginning with
the July municipal sales and use tax equalization distribution of that
year.

(ti1t) Anewy incorporated city inposing the tax authorized under
RCW 82. 14. 030(1) effective as of May 1st, June 1st, or July 1st shal
be eligible to receive funds under this subsection beginning with the
Cct ober muni ci pal sal es and use tax equalization distribution of that
year.

(tv) Anewy incorporated city inposing the tax authorized under
RCW82. 14. 030(1) effective as of August 1st, Septenber 1st, or Cctober
1st shall be eligible to receive funds under this subsection begi nning
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with the January nuni ci pal sal es and use tax equalization distribution
of the next year.

(v) Anewy incorporated city inposing the tax authorized under RCW
82.14.030(1) effective as of Novenber 1st or Decenber 1st shall be
eligible to receive funds under this subsection beginning wth the
April municipal sales and use tax equalization distribution of the next
year.

(b) For purposes of calculating the amount of funds the new city
shoul d recei ve under this subsection, the departnment of revenue shall:

(1) Estimate the per capita amunt of revenues from the tax
aut hori zed under RCW82.14.030(1) that the newcity woul d have recei ved
had the city received revenues fromthe tax the entire cal endar year;

(i1) Calculate the anmount provided under subsection ((3))) (2) of
this section based on the per capita revenues determ ned under (b)(i)
of this subsection;

(tit) Prorate the amunt determned under (b)(ii) of this
subsection by the nunber of nonths the tax authorized under RCW
82.14.030(1) is inposed.

(c) A new city inposing the tax under RCW 82.14.030(2) at the
maxi mumrate and receiving a distribution cal cul ated under (b) of this
subsection shall receive another distribution fromthe nunicipal sales
and use tax equalization account. This distribution shall be equal to
the cal cul ati on nade under (b)(ii) of this subsection, prorated by the
nunber of nonths the city inposes the tax authorized under RCW
82.14.030(2) at the full rate.

(d) The departnment of revenue shall advise the state treasurer of
the anmounts cal cul ated under (b) and (c) of this subsection and the
state treasurer shall distribute these ambunts to the newcity fromthe
muni ci pal sales and use tax equalization account subject to the
limtations inposed in subsection (({(6))) (5) of this section.

(e) Revenues estimated under this subsection shall not affect the
calculation of the state-w de weighted average per capita |evel of
revenues for all cities nmade under subsection (1) of this section.

((€66))) (5) If inadequate revenues exist in the nmunicipal sal es and
use tax equal i zation account to nake the distributions under subsection
(2), (3), or (4)((—oe+—+5))) of this section, then the distributions
under subsections (2), (3), and (4)((-—anre—<5))) of this section shal
be reduced ratably anong the qualifying cities. At such time during
the year as additional funds accrue to the nmunicipal sales and use tax
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equal i zati on account, additional distributions shall be nade under
subsections (2), (3), and (4)((—anre—5))) of this section to the
cities.

((6H)) (B) If the level of revenues in the municipal sales and use
tax equalization account exceeds the anount necessary to nake the
di stributions under subsections (2) through ((£5))) (4) of this
section, then the additional revenues shall be apportioned ratably on
the basis of population as |last determ ned by the office of financial
managenent anong the several cities within the state ((ratably—enthe

hasi : Lati . I " : Y

i mposi ng the sales and use tax under RCW 82.14.030(2) at the maxinmum
rate.

NEW SECTI ON. Sec. 6. Sections 1 through 3 of this act are
necessary for the i medi ate preservation of the public peace, health,
or safety, or support of the state governnent and its existing public
institutions, and take effect April 1, 2000.

~-- END ---
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