HOUSE BILL REPORT
SB 6379

As Reported by House Committee On:
Finance

Title: An act relating to temporarily increasing the statewide cap for the public utility tax credit
provided by RCW 82.16.0497.

Brief Description: Increasing temporarily the statewide cap for the customer assistance public
utility tax credit.

Sponsors: Senators Poulsen, Morton, Fraser, Finkbeiner, Rockefeller and Rasmussen; by request
of Department of Community, Trade, and Economic Development.

Brief History:
Committee Activity:
Finance: 2/23/06, 2/27/06 [DPA].

Brief Summary of Bill
(As Amended by House Committee)

*  Increases by $3 million the statewide cap on the public utility tax credit for
qualifying contributions and billing discounts made by a utility for the purpose of
providing home energy assistance to low-income households, for Fiscal Y ear 2007
only.

HOUSE COMMITTEE ON FINANCE

Majority Report: Do passasamended. Signed by 9 members. Representatives Mclntire,
Chair; Hunter, Vice Chair; Orcutt, Ranking Minority Member; Roach, Assistant Ranking
Minority Member; Ahern, Ericks, Hasegawa, Santos and Shabro.

Staff: Mark Matteson (786-7145).
Background:

Low-income home energy assistance program. Assistance to low-income energy customersis
provided through afederal block-grant program that allocates funds to the states. The
program, known as LIHEAP (Low-Income Home Energy Assistance Program), is
administered by the Department of Community, Trade and Economic Devel opment
(DCTED).

The LIHEAP grants are distributed to qualifying households through a service network of 24
nonprofit community organizations and three local governments. The grants are used to pay a
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portion of winter heating costs for low-income customers. Qualifying customers are those
who are at or below 125 percent of the federal poverty level.

According to the DCTED, Washington received $41.6 million in federal LIHEAP fundsin
federal Fiscal Year 2005. These moneys were used to provide assistance to roughly 72,000
households.

Public utility tax. Public and privately-owned utilities are subject to the state public utility tax
(PUT). The PUT is applied to the gross receipts of the business. The tax rate depends on the
utility classification. For light and power businesses, the applicable tax rate is 3.873 percent.
For gas distribution businesses, the rate is 3.852 percent. Revenues are deposited to the State
General Fund.

The PUT does not allow deductions for the costs of doing business, such as payments for raw
materials and wages of employees. Nonetheless, a number of exemptions, credits,
deductions, and other preferences have been enacted for specific types of business activities.

In the 2001 legidlative session, in the wake of price spikes in the wholesale electricity market,
the Legislature enacted a credit against the PUT for qualifying contributions and billing
discounts made by gas and electric utilities to qualifying low-income customers. Qualifying
contributions are amounts provided to supplement LIHEAP grants to nonprofit community
organizations that assist in the administration of such grants. Billing discounts are reductions
in the amount charged for providing service to persons eligible for such grants. To qualify for
the credit, the utility's billing discounts or qualifying contributions must be at least 125
percent greater than discounts or contributions given by the utility in 2000. The amount of the
credit for each utility is equal to one-half the total discounts and contribution given in afiscal
year.

The maximum total credit available statewide each year is $2.5 million. Each utility isalso
limited to a maximum credit amount based on its proportional share of energy assistance
grants received by its low-income customers. Any credit that is not used in afiscal year
lapses for that utility and may be reapportioned to other qualifying utilities. The total credit
availableto a utility isits maximum available credit plus any portion of unused credits that are
reapportioned to it.

In state Fiscal Y ear 2005, admost $2.5 million was earned as credits against the PUT under the
program.

Summary of Amended Bill:

The total amount of credit available statewide under the public utility tax credit program for
qualifying contributions and billing discounts is temporarily increased to $5.5 million for state
Fiscal Year 2007 alone.

Amended Bill Compared to Original Bill:
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I ncreases the statewide cap by $3 million instead of $6 million.

Appropriation: None.
Fiscal Note: Available on original bill.
Effective Date of Amended Bill: The bill takes effect on July 1, 2006.

Testimony For: Thisisone of the three pieces of executive request legislation concerning
providing assistance for recent high costs of energy. This proposal is designed to help those
with higher energy bills and is aone-timerelief effort, for Fiscal Year 2007 only. Thiswill
supplement existing efforts under the Low-Income Home Energy Assistance Program.

Testimony Against: None.

Persons Testifying: Marie Sullivan, The Department of Community, Trade and Economic
Development.

Persons Signed In To Testify But Not Testifying: None.
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