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HOUSE BI LL 2609

St ate of WAshi ngt on 590th Legislature 2006 Regul ar Session
By Representatives Mrris, B. Sullivan and Linville

Read first time 01/11/2006. Referred to Conmttee on Technol ogy,
Ener gy & Conmuni cati ons.

AN ACT Relating to wutility taxation; anending RCW 82.16.010,
82.16. 020, 82.16.050, 82.16.090, 54.28.010, 54.28.011, 54.28.020,
54.28.025, 54.28.030, 54.28.040, 54.28.050, 54.28.055, 54.28.060,
54.28.070, 54.28.080, 54.28.090, 54.28.100, 54.28.110, and 54.28.120;
addi ng new chapters to Title 82 RCW creating new sections; recodifying
RCW 54. 28. 010, 54.28.011, 54.28.020, 54.28.025, 54.28.030, 54.28.040,
54.28. 050, 54.28.055, 54.28.060, 54.28.070, 54.28.080, 54.28.090,
54.28. 100, 54.28.110, and 54.28.120; and providing effective dates.

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

NEW SECTION. Sec. 1. DEFIN TIONS. The definitions in this
section apply throughout this chapter unless the context <clearly
requi res otherw se.

(1) "Amount of electricity sold at retail"” neans the amount of
kil owatt hours of electricity reported as retail sales to ultimte
consuners to the federal energy information adm nistration on form El A
861 or its successor.

(2) "Ampunt of electricity sold at whol esal e" neans the anount of
kilowatt hours of electricity reported as sales of electricity for
resale to:
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(a) The federal energy information admnistration on form El A-412
or its successor;

(b) The federal energy regulatory conmmssion on form 1 or its
successor; or

(c) To the departnent on an affidavit in a form and manner as
prescribed by the departnent, if the taxpayer is not required to report
sales of electricity for resale under (a) or (b) of this subsection.

(3) "Custonmer" or "purchaser" neans a person who acquires for
consideration electricity for use or consunption and not for resale.

(4) "Departnent" neans the departnent of revenue.

(5) "Distribution services provider" neans a person controlling or
operating distribution facilities for distribution of electricity to
the public. A distribution services provider includes a purchaser who
takes electricity directly froma transmssion |ine and a purchaser who
generates electricity for the purchaser's own use but does not include
electricity generated by the purchaser for noncommercial use or for
agricul tural use.

(6) "Net amount of electricity generated”" neans the anmount of
kil owatt hours of electricity reported as net generation to the federal
energy information adm nistration on formElIA-906 or its successor.

(7) "Person" is defined as provided in RCW 82.04. 030.

NEW SECTION. Sec. 2. WHOLESALE ENERGY TRANSACTI ON TAX-- RATE OF
TAX- - EXEMPTI ONS- - COST  RECOVERY. (1)(a) Except as provided in
subsection (2) of this section, a whol esale energy transaction tax is
i nposed upon electricity transmtted within the state as provided in
this section. The tax is inposed at a rate of two-tenths of one cent
per kilowatt hour of electricity.

(b)(i) For electricity produced in the state for delivery outside
of the state, the taxpayer is the person that introduces the
electricity onto transm ssion |ines. The anmount of electricity subject
to tax under this subsection shall be determ ned by an apportionnment
forrmula under (b)(ii) of this subsection. The taxpayer shall remt the
tax annually to the departnent under the provisions of chapter 82.32
RCW

(ii1) The anmount of electricity subject to tax under this subsection
(1)(b)(ii) is, for the previous calendar year, the greater of the
fol | ow ng:
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(A) N nety-five percent of the net anount of electricity generated
by the taxpayer within the state, less the sum of the anount of
electricity sold at retail wthin the state and the amount of
electricity sold at wholesale to distribution services providers
| ocated within the state; or

(B) Zero.

(c) For electricity produced for delivery within the state, the
taxpayer is the distribution services provider. The tax base is the
anount of kilowatt hours of electricity delivered to the distribution
servi ces provider.

(2)(a) Electricity transmtted through the state that is not
produced or delivered in the state is exenpt from the tax inposed by
this section.

(b) An agency of the United States governnment that produces
electricity wthin the state is exenpt from the provisions in
subsection (1)(b) of this section.

(c) Electricity delivered to a purchaser that receives its power
directly from a transmssion or distribution facility owned by an
entity of the United States government is exenpt fromthe tax inposed
by this section.

(3) Adistribution services provider is allowed to recover the tax
i nposed by this section and the admnistrative costs to conply with
this chapter in its rates.

NEW SECTION.  Sec. 3. MJLTI STATE EXEMPTI ON. A person, upon proof
that the person has paid a tax in another state on the transm ssion of
electricity, is allowed a credit against the tax inposed by this
chapter if the tax has been paid in another state.

NEW SECTION. Sec. 4. ADM NI STRATION. Chapter 82.32 RCW applies
to the taxes inposed in this chapter. The tax due dates, reporting
periods, and return requirenents applicable to chapter 82.04 RCW apply
to the taxes inposed in this chapter.

NEW SECTION. Sec. 5. (1) The following definitions apply to this
section:

(a) "Qualifying project” nmeans a project designed to achieve job
creation or business retention, to add or wupgrade nonelectrical
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infrastructure, to add or upgrade health and safety facilities, to
acconplish energy and water use efficiency inprovenents, including
renewabl e energy devel opnent, or to add or upgrade energency services
in any designated qualifying rural area.

(b) "Qualifying rural area" neans:

(i) Arural county, which is a county with a popul ati on density of
| ess than one hundred persons per square mle as determned by the
office of financial nmanagenent and published each year by the
departnent for the period July 1st to June 30th; or

(ii) Any geographic area in the state that receives electricity
froma taxpayer with twelve thousand or fewer custoners and wth fewer
than twenty-six neters per mle of distribution |ine as determ ned and
publ i shed by the departnment effective July 1lst of each year. The
departnment shall use current data provided by the electricity industry.

(c) "Electric utility rural econom c devel opnent revol ving fund”
means a fund devoted exclusively to funding qualifying projects in
qualifying rural areas.

(d) "Local board" is a board of directors with at |east, but not
limted to, three nenbers representing | ocal businesses and community
groups who have been appointed by the sponsoring electric utility to
oversee and direct the activities of the electric utility rural
econom c¢ devel opnent revol ving fund.

(2) A taxpayer with fewer than twenty-six active nmeters per mle of
distribution line in any geographic area in the state shall be all owed
a credit against taxes due under this chapter in an anmount equal to
fifty percent of contributions made in any cal endar year directly to an
electric utility rural econom c devel opnent revolving fund. The credit
shall be taken in a formand manner as required by the departnment. The
credit under this section shall not exceed twenty-five thousand doll ars
per cal endar year per taxpayer. The credit nmay not exceed the tax that
woul d otherwi se be due under this chapter. Refunds shall not be
granted in the place of credits. Expendi tures not used to earn a
credit in one calendar year nmay not be used to earn a credit in
subsequent years.

(3) The right to earn tax credits under this section expires
Decenber 31, 2010.

(4) To qualify for the credit in subsection (2) of this section
the taxpayer shall establish an electric wutility rural economc
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devel opment revolving fund which is governed by a |ocal board whose
menbers shall reside in the qualifying rural area served by the
t axpayer. The local board shall have authority to determne al
criteria and conditions for the expenditure of funds fromthe electric
utility rural econom c devel opnent revolving fund, and for the terns
and conditions of repaynent.

(5 Any funds repaid to the electric wutility rural economc
devel opnent revolving fund by recipients shall be nade avail able for
addi tional qualifying projects.

(6) If at any tine the electric utility rural econom c devel opnent
revolving fund is dissolved, any noney clained as a tax credit under
this section shall either be granted to a qualifying project or
refunded to the state within two years of term nation

(7) The total anount of credits that may be used in any fiscal year
shall not exceed three hundred fifty thousand dollars in any fisca
year. The departnent shall allow the use of earned credits on a first-
cone, first-served basis. Unused earned credits may be carried over to
subsequent years.

NEW SECTION. Sec. 6. (1) Unless the context clearly requires
otherwi se, the definitions in this subsection apply throughout this
section.

(a) "Direct service industrial custoner"” nmeans a person who is an
i ndustrial custonmer that contracts for the purchase of power fromthe
Bonnevill e Power Adm nistration for direct consunption as of July 1,
2006. "Direct service industrial custoner"” includes a person who is a
subsidiary that is nore than fifty percent owned by a direct service
i ndustrial custonmer and who receives power from the Bonneville Power
Adm ni stration pursuant to the parent's contract for power.

(b) "Facility" nmeans a gas turbine electrical generation facility
t hat does not exist on July 1, 2006.

(c) "Average annual enploynment” nmeans the total enploynent in this
state for a cal endar year at the direct service industrial custoner's
| ocation where electricity fromthe facility will be consuned.

(2) Effective January 1, 2007, a credit is allowed against the tax
due under this chapter on sales of electricity made froma facility to
a direct service industrial custoner if the contract for sale of
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electricity to a direct service industrial custoner contains the
follow ng terns:

(a) Sales of electricity fromthe facility to the direct service
i ndustrial custoner will be nade for ten consecutive years or nore;

(b) The price charged for the electricity will be reduced by an
anount equal to the tax credit; and

(c) Disallowance of all or part of the credit under subsection (5)
of this section is a breach of contract and the damages to be paid by
the direct service industrial custonmer to the facility are the anount
of tax credit disallowed.

(3) The credit is equal to the gross proceeds fromthe sale of the
electricity to a direct service industrial customer nmultiplied by the
rate in effect at the tinme of the sale for the taxpayer under section
2 of this act. The credit may be used each reporting period for sixty
nmonths following the first nonth electricity is sold froma facility to
a direct service industrial custoner. Credit under this section is
l[imted to the anount of tax inposed under this chapter. Refunds shal
not be given in place of credits and credits may not be carried over to
subsequent cal endar years.

(4) Application for credit shall be nmade before the first sale of
electricity froma facility to a direct service industrial custoner.
The application shall be in a form and manner prescribed by the

departnment and shall include, but is not |imted to, information
regarding the location of the facility, identification of the direct
service industrial custonmer who wll receive electricity from the

facility, the projected date of the first sale of electricity to a
direct service industrial custonmer, the date construction is projected
to begin or did begin, and the average annual enploynent in the state
of the direct service industrial custonmer who wll receive electricity
fromthe facility for the six cal endar years imedi ately preceding the
year in which the application is nmade. A copy of the contract for sale
of electricity nust be attached to the application. The depart nent
shall rule on the application within thirty days of receipt.

(5) Al or part of the credit shall be disallowed and nmust be paid
if the average of the direct service industrial custonmer's average
annual enploynent for the five calendar years subsequent to the
cal endar year containing the first nonth of sale of electricity froma
facility to a direct service industrial custoner is |less than the six-
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year average annual enploynent stated on the application for credit
under this section. The direct service industrial customer shall
certify to the departnent and to the facility by June 1st of the sixth
cal endar year follow ng the cal endar year in which the nonth of first
sal e occurs the average annual enploynent for each of the five prior
cal endar years. Al or part of the credit that shall be disall owed and
nmust be paid is coomensurate wwth the decrease in the five-year average
of average annual enploynent as foll ows:

Decrease in Average Annual

Employment Over

Five-Y ear Period % of Credit to be Paid
Lessthan 10% 10%
10% or more but less than 25% 25%
25% or more but |ess than 50% 50%
50% or more but less than 75% 75%
75% or more 100%

(6)(a) Paynments on credit that is disallowed shall begin in the
sixth cal endar year following the calendar year in which the nonth
following the first nonth of sale of electricity froma facility to a
direct service industrial customer occurs. The first paynent will be
due on or before Decenber 31st wi th subsequent annual paynents due on
or before Decenber 31st of the following four years according to the
schedul e in this subsection.

Payment Y ear % of Credit to be Paid
1 10%
2 15%
3 20%
4 25%
5 30%

(b) The departnent nay authorize an accel erated paynent schedul e
upon request of the taxpayer.

(c) Interest shall not be charged on the credit that is disall owed
for the sixty-nonth period the credit nay be taken, although all other
penalties and interest applicable to delinguent excise taxes may be

p. 7 HB 2609



0 N O O A W DN PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

assessed and inposed. The debt for credit that is disallowed and nust
be paid wll not be extinguished by insolvency or other failure of the
t axpayer. Transfer of ownership of the facility does not affect
eligibility for this credit. However, the credit is available to the
successor only if the eligibility conditions of this section are net.

(7) The enploynent security departnent shall nmake, and certify to
the departnent, all determ nations of enploynent under this section as
requested by the departnent.

NEW SECTION. Sec. 7. (1) Unless the context clearly requires
otherwi se, the definitions in this subsection apply throughout this
section.

(a) "Base credit" nmeans the maxi num anount of credit against the
tax inposed by this chapter that each taxpayer may take each fisca
year as calculated by the departnent. The base credit is equal to the
proportionate share that the total grants received by each taxpayer in
the prior fiscal year bears to the total grants received by al
t axpayers and gas distribution businesses under RCW 82.16. 0497 in the
prior fiscal year nultiplied by two mllion five hundred thousand
dol | ars.

(b) "Billing discount” neans a reduction in the anount charged for
providing service to qualifying persons in Wshington nmade by a
t axpayer. Billing discount does not include grants received by the
t axpayer

(c) "Gant" neans funds provided to a taxpayer by the departnent of
community, trade, and economc developnent or by a qualifying
or gani zati on.

(d) "Lowincome hone energy assistance prograni neans energy
assi stance progranms for |owincone households as defined on Decenber
31, 2005, in the lowincone hone energy assistance act of 1981 as
anmended August 1, 1999, 42 U S. C. Sec. 8623 et seq.

(e) "Qualifying person" neans a Washi ngton resi dent who applies for
assi stance and qualifies for a grant regardl ess of whether that person
receives a grant.

(f) "Qualifying contribution” neans noney given by a taxpayer to a
qual i fying organization, exclusive of noney received in the prior
fiscal year from its custonmers for the purpose of assisting other
customers.
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(g0 "Qualifying organization" neans an entity that has a
contractual agreenent with the departnment of community, trade, and
econom ¢ developnment to admnister in a specified service area |ow
i ncone hone energy assistance funds received from the federal
government and ot her funds that may be received by the entity.

(2) Subject tothe limtations in this section, a taxpayer may take
a credit each fiscal year against the tax inposed under this chapter

(a)(i) A credit may be taken for qualifying contributions if the
dol I ar ampbunt of qualifying contributions for the fiscal year in which
the tax credit is taken is greater than one hundred twenty-five percent
of the dollar anount of qualifying contributions given in fiscal year
2006.

(iit) I'f no qualifying contributions were given in fiscal year 2006,
a credit shall be allowed for the first fiscal year that qualifying
contributions are given. Thereafter, credit shall be allowed if the
qualifying contributions given exceed one hundred twenty-five percent
of qualifying contributions given in the first fiscal year

(ti1) The amount of credit shall be fifty percent of the dollar
anount of qualifying contributions given in the fiscal year in which
the tax credit is taken.

(b)(i) A credit may be taken for billing discounts if the dollar

amount of billing discounts for the fiscal year in which the tax credit
is taken is greater than one hundred twenty-five percent of the dollar
anmount of billing discounts given in fiscal year 2006.

(ti) If no billing discounts were given in fiscal year 2006, a
credit shall be allowed in the first fiscal year that billing discounts
are given. Thereafter, credit shall be allowed if the dollar anount of
billing discounts given exceeds one hundred twenty-five percent of
billing discounts given in the first fiscal year

(ti1) The amount of credit shall be fifty percent of the dollar
anount of the billing discounts given in the fiscal year in which the

tax credit is taken.

(c) The total anmount of credit that may be taken for qualifying
contributions and billing discounts in a fiscal year is |imted to the
base credit for the sane fiscal year.

(3) The total anobunt of credit, statewi de, that nmay be taken in any
fiscal year shall not exceed two mllion five hundred thousand dol |l ars.

p. 9 HB 2609
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(4)(a) Not later than June 1st of each year beginning in 2007, the
departnent shall publish the base credit for each taxpayer for the next
fiscal year

(b) Not later than July 1st of each year beginning in 2007,
application for credit nust by nmade to the departnent including but not
limted to the followng information: Billing discounts given by the
applicant in fiscal year 2006; qualifying contributions given by the
applicant in the prior fiscal year; the anobunt of noney received in the
prior fiscal year from custoners for the purpose of assisting other
custoners; the base credit for the next fiscal year for the applicant;
the qualifying contributions anticipated to be given in the next fiscal
year; and billing discounts anticipated to be given in the next fiscal
year. No credit under this section wll be allowed to a taxpayer that
does not file the application by July 1st.

(c) Not later than August 1st of each year beginning in 2007, the
departnent shall notify each applicant of the anbunt of credit that may
be taken in that fiscal year.

(d) The bal ance of base credits not used by other taxpayers and gas
di stribution businesses shall be ratably distributed to applicants
under the fornmula in subsection (1)(a) of this section. The total
anount of credit that may be taken by an applicant is the base credit
pl us any ratable portion of unused base credit.

(5) The credit taken under this sectionis limted to the anount of
tax inposed under this chapter for the fiscal year. The credit nust be

claimed in the fiscal year in which the billing reduction is nade. Any
unused credit expires. Refunds shall not be given in place of credits.

(6) No credit nay be taken for billing discounts nade before July
1, 2006. Wthin tw weeks of July 1, 2007, the departnent of

community, trade, and econom c devel opnent shall notify the departnent
in witing of the grants received in fiscal year 2006 by each taxpayer
and gas distribution business. Wthin four weeks of July 1, 2007, the
departnent shall publish the base credit for each taxpayer and gas
di stribution business for fiscal year 2006. Wthin eight weeks of July
1, 2007, application to the departnent nust be mnade showi ng the
information required in subsection (4)(b) of this section. Wt hin
twelve weeks of July 1, 2007, the departnent shall notify each
applicant of the amount of credit that may be taken in fiscal year
2007.

HB 2609 p. 10
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NEW SECTION. Sec. 8. (1) In conputing tax under this chapter, a
taxpayer may deduct from gross incone the lesser of the anounts
determ ned under subsections (2) through (4) of this section.

(2)(a) Fifty percent of wholesale power cost paid during the
reporting period, if the taxpayer has fewer than five and one-half
custoners per mle of |ine.

(b) Forty percent of whol esal e power cost paid during the reporting
period, if the taxpayer has nore than five and one-half but |ess than
el even custoners per mle.

(c) Thirty percent of the whol esale power cost paid during the
reporting period, if the taxpayer has nore than eleven but |ess than
seventeen custoners per mle of |ine.

(d) Zero if the taxpayer has nore than seventeen custoners per mle
of line.

(3) Whol esal e power cost nultiplied by the percentage by which the
average retail electric power rates for the taxpayer exceed the state
average electric power rate. If nmore than fifty percent of the
kil owatt hours sold by a taxpayer are sold to irrigators, then only

sales to nonirrigators shall be used to calculate the average electric

power rate for that taxpayer. For purposes of this subsection, the
departnent shall determ ne state average el ectric power rate each year
based on the nobst recent avail able data and shall informtaxpayers of

its determ nation
(4) Four hundred thousand dollars per nonth.

Sec. 9. RCWB82.16.010 and 1996 c¢ 150 s 1 are each anended to read
as follows:

For the purposes of this chapter, unless otherw se required by the
cont ext :

(1) "Railroad business" neans the business of operating any
rail road, by whatever power operated, for public use in the conveyance
of persons or property for hire. It shall not, however, include any
busi ness herein defined as an urban transportati on business.

(2) "Express business" neans the business of carrying property for
public hire on the line of any commpbn carrier operated in this state,
when such common carrier is not owned or | eased by the person engagi ng
i n such business.

p. 11 HB 2609
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(3) "Railroad car business" nmeans the business of operating stock
cars, furniture cars, refrigerator cars, fruit cars, poultry cars, tank
cars, sleeping cars, parlor cars, buffet cars, tourist cars, or any
ot her kinds of cars used for transportati on of property or persons upon
the line of any railroad operated in this state when such railroad is
not owned or |eased by the person engaging in such business.

(4) "Water distribution business" neans the business of operating
a plant or systemfor the distribution of water for hire or sale.

(9) ((-ght—and—power—business——neans—thebusiness—of—operating—=a
| : I on. I . ’ ot :
|  cal : hi | " : I heol | :

electricity for others.

£6y)) "Telegraph business" neans the business of affording
t el egraphi ¢ conmuni cation for hire.

((6H)) (B6) "Gas distribution business” neans the business of
operating a plant or systemfor the production or distribution for hire
or sale of gas, whether manufactured or natural.

((8))) (7) "Mdtor transportation business" neans the business
(except urban transportation business) of operating any notor propelled
vehicl e by which persons or property of others are conveyed for hire,
and includes, but is not limted to, the operation of any notor
propelled vehicle as an auto transportation conpany (except urban
transportation business), common carrier or contract carrier as defined
by RCW 81.68.010 and 81.80.010: PROVIDED, That "notor transportation
busi ness" shall not nmean or include the transportation of |ogs or other
forest products exclusively upon private roads or private hi ghways.

((69Y)) (8) "Urban transportation business" neans the business of
operating any vehicle for public use in the conveyance of persons or
property for hire, insofar as (a) operating entirely wthin the
corporate limts of any city or town, or within five mles of the
corporate limts thereof, or (b) operating entirely within and between
cities and towns whose corporate limts are not nore than five mles
apart or wwthin five mles of the corporate limts of either thereof.
I ncl uded herein, but without limting the scope hereof, is the business
of operating passenger vehicles of every type and al so the business of
operating cartage, pickup, or delivery services, including in such
services the collection and distribution of property arriving from or

HB 2609 p. 12
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destined to a point within or without the state, whether or not such
collection or distribution be nmade by the person performng a | ocal or
interstate |ine-haul of such property.

((28))) (9) "Public service business" neans any of the businesses
defined in subdivisions (1), (2), (3), (4), (5, (6), (7), and (8)((+
anrd—(9))) or any business subject to control by the state, or having
the powers of emnent domain and the duties incident thereto, or any
busi ness hereafter declared by the legislature to be of a public
service nature, except tel ephone business as defined in RCW 82. 04. 065
and | ow | evel radioactive waste site operating conpani es as redefined

in RCW 81.04.010. It includes, anong others, without limting the
scope hereof: Airplane transportation, boom dock, ferry, pipe line,
toll bridge, toll logging road, water transportation and wharf

busi nesses.

((xH)) (10) "Tugboat business" neans the business of operating
tugboats, towboats, wharf boats or simlar vessels in the towng or
pushi ng of vessels, barges or rafts for hire.

((2)) (11) "G oss incone" nmeans the val ue proceedi ng or accruing
fromthe performance of the particular public service or transportation
busi ness i nvol ved, including operations incidental thereto, but wthout
any deduction on account of the cost of the comodity furnished or
sold, the cost of materials used, |abor costs, interest, discount,
delivery costs, taxes, or any other expense whatsoever paid or accrued
and wi t hout any deduction on account of | osses.

((+3))) (12) The neaning attributed, in chapter 82.04 RCW to the
term"tax year," "person," "value proceedi ng or accruing," "business,"
"engaging in business,” "in this state,” "within this state,"” "cash
di scount” and "successor" shall apply equally in the provisions of this
chapter.

Sec. 10. RCW82.16.020 and 1996 ¢ 150 s 2 are each anmended to read
as follows:

(1) There is levied and there shall be collected fromevery person
a tax for the act or privilege of engaging within this state in any one
or nore of the businesses herein nentioned. The tax shall be equal to
the gross incone of the business, multiplied by the rate set out after
t he busi ness, as foll ows:
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(a) Express, sewerage collection, and tel egraph busi nesses: Three
and si x-tenths percent;

(b) ((
pereents-
{€y)) Gas distribution business: Three and six-tenths percent;
((€))) (c) Urban transportation business: Si x-tenths of one
percent;

(((e))) (d) Vessels wunder sixty-five feet in length, except
tugboats, operating upon the waters within the state: Si x-tent hs of
one percent;

((6)) (e) Mdtor transportation, railroad, railroad car, and
t ugboat busi nesses, and all public service businesses other than ones
menti oned above: One and eight-tenths of one percent;

((()) (f) Water distribution business: Four and seven-tenths
percent .

(2) An additional tax is inposed equal to the rate specified in RCW
82.02.030 nultiplied by the tax payable under subsection (1) of this
section.

(3) Twenty percent of the noneys collected under subsection (1) of
this section on water distribution businesses and sixty percent of the
nmoneys collected under subsection (1) of this section on sewerage
col l ection businesses shall be deposited in the public works assistance
account created in RCW43. 155. 050.

Sec. 11. RCW 82.16.050 and 2004 c 153 s 308 are each anmended to
read as foll ows:

In conputing tax there may be deducted from the gross incone the
follow ng itens:

(1) Anpunts derived by municipally owed or operated public service
busi nesses, directly fromtaxes levied for the support or maintenance
thereof: PROVIDED, That this section shall not be construed to exenpt
service charges which are spread on the property tax rolls and
col |l ected as taxes;

(2) Anpunts derived fromthe sale of cormmbdities to persons in the
sane public service business as the seller, for resale as such within
this state. This deduction is allowed only with respect to water
di stribution, gas distribution or other public service businesses which
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furnish water, gas or any other commodity in the performance of public
servi ce busi nesses;

(3) Amounts actually paid by a taxpayer to another person taxable
under this chapter as the latter's portion of the consideration due for
services furnished jointly by both, if the total anount has been
credited to and appears in the gross incone reported for tax by the
former;

(4) The ampunt of cash discount actually taken by the purchaser or
cust oner ;

(5) The anmount of bad debts, as that termis used in 26 U S.C. Sec.
166, as anended or renunbered as of January 1, 2003, on which tax was
previ ously paid under this chapter;

(6) Anounts derived from business which the state is prohibited
fromtaxing under the Constitution of this state or the Constitution or
| aws of the United States;

(7) Amounts derived from the distribution of water through an
irrigation system for irrigation purposes;

(8) Amounts derived from the transportation of commodities from
points of originin this state to final destination outside this state,
or from points of origin outside this state to final destination in
this state, with respect to which the carrier grants to the shipper the
privilege of stopping the shipnment in transit at some point in this
state for the purpose of storing, manufacturing, mlling, or other
processing, and thereafter forwards the sane commodity, or its
equi valent, in the sane or converted form under a through freight rate
frompoint of origin to final destination; and anmounts derived fromthe
transportation of commodities frompoints of originin the state to an
export elevator, wharf, dock or ship side on tidewater or navigable
tributaries thereto fromwhich such coomodities are forwarded, w thout
intervening transportation, by vessel, in their original form to
interstate or foreign destinations: PROVIDED, That no deduction wll
be all owed when the point of origin and the point of delivery to such
an export elevator, wharf, dock, or ship side are located within the
corporate limts of the sanme city or town;

(9) ((Ampunts—dertved—|trom-the—produetion—sale—eor—transter—ol

|  cal : | i g I :
. o I ;
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£29)y)) Amunts derived from the distribution of water by a
nonprofit water association and used for capital inprovenents by that
nonprofit water association;

(()) (10) Amunts paid by a sewerage collection business
taxabl e under RCW 82.16.020(1)(a) to a person taxable under chapter
82.04 RCWfor the treatnent or disposal of sewage.

Sec. 12. RCW82.16.090 and 1988 ¢ 228 s 1 are each anended to read
as follows:

Any custoner billing issued by a ((Hght—er—power—bustness—ofr)) gas
di stribution business that serves a total of nore than twenty thousand
custoners and operates wthin the state shall include the follow ng
i nformati on:

(1) The rates and anounts of taxes paid directly by the custoner
upon products or services rendered by the ((Hght—and—power—busihess
e+)) gas distribution business; and

(2) The rate, origin and approxi mate anmount of each tax |evied upon

the revenue of the ((Hght—and—power—business—or)) gas distribution

business and added as a conponent of the anobunt charged to the
custoner. Taxes based upon revenue of the ((Hght—andpower—business
e+)) gas distribution business to be listed on the custonmer billing
need not include taxes levied by the federal governnment or taxes |evied
under chapter ((s—54-28-)) 80.24((+)) or 82.04 RCW

Sec. 13. RCW54.28.010 and 1977 ex.s. ¢ 366 s 1 are each anended
to read as foll ows:

As used in this chapter:

(1) "Operating property” neans all of the property utilized by a
((pubHe—utiHtydistriet)) publicly owned utility in the operation of
a plant or systemfor the generation, transm ssion, or distribution of
el ectric energy for sale;

(2) "Taxing districts" nmeans counties, cities, towns, school
districts, and road districts;

(3) "Distributes to consuners" neans the sale of electric energy to
ultimate consuners thereof, and does not include sales of electric
energy for resale by the purchaser;

(4) "Wolesale value" neans all costs of a ((pubHe—utitty
ehst+riet)) publicly owed utility associated with the generation and
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transm ssion of energy fromits own generation and transm ssion system
to the point or points of inter-connection with a distribution system
owned and used by a ((éist+et)) publicly owned utility to distribute
((sueh)) energy to consuners, or in the event a distribution system
owned by a ((e+st++et)) publicly owned wutility is not wused to
distribute ((sueh)) energy, then the term neans the gross revenues
derived by a ((étstr+et)) publicly owned utility from the sale of
((sueh)) energy to consuners;

(5) "Thermal electric generating facility" neans a steam powered
el ectrical energy producing facility utilizing nuclear or fossil fuels;

(6) "Placed in operation" neans delivery of energy into a
transm ssion or distribution system for use or sale in ((sueh)) a
manner as to establish a value accruing to the power plant operator
except operation incidental to testing or startup adjustnents;

(7) "lInpacted area" for a thermal electric generating facility on
a federal reservation nmeans that area in the state lying wwthin thirty-
five statute mles of the nbst commonly used entrance of the federa
reservation and which is south of the southern boundary of township
fifteen north,

(8) "Publicly owned utility" neans a public utility district, city,
or town operating a plant or systemfor the generation, transm ssion,
or distribution of electric enerqgy for sale;

(9) "Telecommunications," "telecomunications facilities," and
"whol esal e tel ecomuni cations services" have the sane neani ng as under
chapter 54.16 RCW

Sec. 14. RCW 54.28.011 and 1957 ¢ 278 s 12 are each anended to
read as foll ows:

"&ross revenue" ((shalkh)) nmeans the anpunt received fromthe sale
of electric energy excluding any tax levied by a ((runrteipal
corpoeratioen)) city or town upon the public utility district pursuant to
RCW 54, 28. 070 (as recodified by this act).

Sec. 15. RCWH54.28.020 and 1983 2nd ex.s. ¢ 3 s 8 are each anended
to read as foll ows:

(1) There is ((hereby)) levied and there shall be collected from
every ((eé+st++et)) publicly owned utility a tax for the act or
privilege of engaging within this state in the business of operating
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wor ks, plants or facilities for the generation, distribution and sale
of electric energy. Wth respect to each ((sueh—distriet)) publicly
owned wutility, except with respect to thermal electric generating
facilities taxed under RCW 54.28.025 (as recodified by this act),
((sueh)) the tax shall be the sum of the follow ng amounts: (a) Two
and twenty-ei ght one-hundredths percent of the gross revenues derived
by the ((éist++et)) publicly owned utility from the sale of al
el ectric energy which it distributes to consuners who are served by a
di stribution system owned by the ((éist+et)) publicly owned utility;
(b) ((+vwe)) twenty-one and fifteen one-hundredths percent of the first
four mlls per kilowatt-hour of wholesale value of self-generated
energy distributed to consuners by a ((éistr+et)) publicly owned
utility; (c) ((+ve)) twenty-one and fifteen one-hundredths percent of
the first four mlls per kilowatt-hour of revenue obtained by the
((ehstret)) publicly owned utility from the sale of self-generated
energy for resale.

(2) An additional tax is inposed equal to the rate specified in RCW
82.02.030 nultiplied by the tax payable under subsection (1) of this
section.

NEW SECTION. Sec. 16. (1) There is levied and there shall be
collected from every publicly owned utility a tax for the act or

privilege of engaging within this state in the business of operating
works, plants, or facilities for the purposes of selling wholesale
t el econmuni cations services. Wth respect to each such utility, such
tax shall be . . . percent of the whol esal e value of the services sold.

(2) An additional tax is inposed equal to the rate specified in RCW
82.02.030 nultiplied by the tax payable under subsection (1) of this
section.

Sec. 17. RCWH54.28.025 and 1983 2nd ex.s. ¢ 3 s 9 are each anended
to read as foll ows:

(1) There is ((hereby)) levied and there shall be collected from
every ((éist+et)) publicly owned utility operating a thermal electric
generating facility, as defined in RCW54. 28. 010 ((as—nrewer—hereatter
arrended)) (as recodified by this act), having a design capacity of two
hundred fifty thousand kilowatts or nore, located on a federal
reservation, which is placed in operation after Septenber 21, 1977, a
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tax for the act or privilege of engaging within the state in the
busi ness of generating electricity for use or sale, equal to one and
one-hal f percent of whol esal e val ue of energy produced for use or sale,
except energy used in the operation of conponent parts of the power
pl ant and associated transm ssion facilities under control of the
person operating the power plant.

(2) An additional tax is inposed equal to the rate specified in RCW
82.02.030 nultiplied by the tax payable under subsection (1) of this
section.

Sec. 18. RCW54.28.030 and 1977 ex.s. ¢ 366 s 3 are each anended
to read as foll ows:

On or before the fifteenth day of March of each year, each
((ehstret)) publicly owned utility subject to this tax shall file with
the departnent of revenue a report verified by the affidavit of its
manager or secretary on formnms prescribed by the departnent of revenue.
((Sueh)) The report shall state (1) the gross revenues derived by the
((ehstret)) publicly owned utility from the sale of all distributed
energy to consuners and the respective anounts derived from ((sueh))
sales within each county; (2) the gross revenues derived by the
((estret)) publicly owned utility from the sale of self-generated
energy for resale; (3) all revenue derived by the publicly owned
utility fromthe sale of whol esale tel ecomunications services; (4) the
anmount of all generated energy distributed fromeach of the facilities
subject to taxation by a ((éist++et)) publicly owned utility fromits
own generating facilities, the wholesale value ((thereet)), and the
basis on which the value is conputed; ((£4})) (5) the total cost of all
generating facilities and the cost of acquisition of land and | and
rights for ((sueh)) facilities or for reservoir purposes in each
county; (6) the total cost to build and mintain all wholesale
tel ecomuni cations facilities; and ((5—sueh)) (7) other and further
information as the departnent of revenue reasonably may require in

order to adm nister the provisions of this chapter. 1In case of failure
by a ((éist++et)) publicly owned utility to file ((sueh)) a report, the
depart nent may proceed to determne the infornation, whi ch

determ nation shall be contestable by the ((é+st++et)) publicly owned
utility only for actual fraud.
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Sec. 19. RCW 54.28.040 and 1996 c¢ 149 s 16 are each anended to
read as foll ows:

(1) Before May 1st, the departnent of revenue shall conpute the tax
i nposed by this chapter for the | ast precedi ng cal endar year and notify
the ((é+stret)) publicly owned utility of the amount ((thereet)),
whi ch shall be payable on or before the follow ng June 1st.

(2) If paynent of any tax is not received by the departnent on or
before the due date, there shall be assessed a penalty of five percent
of the amount of the tax; if the tax is not received within one nonth
of the due date, there shall be assessed a total penalty of ten percent
of the amount of the tax; and if the tax is not received within two
nmonths of the due date, there shall be assessed a total penalty of
twenty percent of the anpunt of the tax.

(3) Upon receipt of the ambunt of each tax inposed the departnent
of revenue shall deposit the sane with the state treasurer, who shal
deposit four percent of the revenues received under RCW 54.28.020(1)
((and)), 54.28.025(1) (as recodified by this act), and section 16(1) of
this act, and all revenues received under RCW 54.28.020(2) ((anrd)) .
54.28.025(2) (as recodified by this act), and section 16(2) of this act
in the general fund of the state and shall distribute the remainder
((+HA—the—manner—herethafter)) as set forth in RCW 54.28.050 and
54.28.055 (as recodified by this act). The state treasurer shall send
a duplicate copy of each transmttal to the departnent of revenue.

Sec. 20. RCW 54.28.050 and 1982 1st ex.s. ¢ 35 s 21 are each
anmended to read as foll ows:

(1) After conputing the tax inposed by RCW 54.28.020(1) (as
recodified by this act) and section 16(1) of this act and making the
distribution under RCW 54.28.040 (as recodified by this act), the
departnment of revenue shall instruct the state treasurer, after placing

thirty-seven and six-tenths percent in the state general fund to be
dedicated for the benefit of the public schools, to distribute the
bal ance as foll ows:

(a) For ampunts coll ected under RCW 54. 28.020(1)(a) (as recodified
by this act), the balance shall be distributed to each county in
proportion to the gross revenue from sales nmade within each county;
( { and—to—distri-bute—thebalance) )
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(b) For anmpunts collected under section 16(1) of this act, if the
tel ecomuni cations facilities are located in only one county, the
bal ance shall be distributed to the county in which the wholesale
tel ecomuni cations facilities are | ocated. If the tel ecommunications
facilities are located in nore than one county, the balance shall be
distributed in a pro rata manner to each applicable county based on the
cost of the telecomunications facilities; and

(c) For anounts collected under RCW 54.28.020(1) (b) and (c) (as
recodified by this act), the balance shall be distributed as foll ows:
If the entire generating facility, including reservoir, if any, is in
a single county then all of the balance to the county where ((steh))
the generating facility is located. |If any reservoir is in nore than
one county, then to each county in which the reservoir or any portion
((thereoef)) is located, a percentage equal to the percentage determ ned
by dividing the total cost of the generating facilities, including
adj acent switching facilities, into twice the cost of land and |and
rights acquired for any reservoir within each county, land and | and
rights to be defined the sanme as used by the federal power conm ssion.
| f the powerhouse and dam if any, in connection with ((sueh)) the
reservoir are in nore than one county, the balance shall be divided
Ssixty percent to the county in which the owning ((étst+et)) publicly
owned utility is located and forty percent to the other county or
counties or if ((satd)) the powerhouse and dam if any, are owned by a
joint operating agency organi zed under chapter 43.52 RCW or by nore
than one ((é+st+et)) publicly owned utility or are outside the county
of the owning ((é+stret)) publicly owned utility, then to be divided
equally between the counties in which ((sueh)) the facilities are
| ocated. If all of the powerhouse and dam if any, are in one county,
then the balance shall be distributed to the county in which the
facilities are | ocated.

(2) The provisions of this section shall not apply to the
distribution of taxes collected under RCW54.28. 025 (as recodified by

this act).

Sec. 21. RCWH54.28.055 and 1986 ¢ 189 s 1 are each anended to read
as follows:

(1) After conputing the tax inposed by RCW 54.28.025(1) (as
recodified by this act) and after nmaking the distribution specified in
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RCW 54.28.040 (as recodified by this act), the departnent of revenue
shall instruct the state treasurer to distribute the anount coll ected
as follows:

(a) Fifty percent to the state general fund for the support of
school s; and

(b) Twenty-two percent to the counties, twenty-three percent to the
cities, three percent to the fire protection districts, and two percent
to the library districts.

(2) Each county, city, fire protection district and library
district shall receive a percentage of the anmount for distribution to
counties, cities, fire protection districts and library districts,
respectively, in the proportion that the population of ((stueh)) the
((estrtet)) publicly owned utility residing wwthin the inpacted area
bears to the total population of all ((sueh—distriets)) publicly owned
utilities residing wthin the inpacted area. For the purposes of this

chapter, the term"library district" includes only regional l|ibraries
as defined in RCW 27.12.010(4), rural county library districts as
defined in RCW 27.12.010(5), intercounty rural library districts as

defined in RCW27.12.010(6), and island library districts as defined in
RCW 27.12.010(7). The population of a library district, for purposes
of ((sueh)) a distribution, shall not include any population within the
library district and the inpact area that also is located within a city
or town.

(3) If any distribution pursuant to subsection (1)(b) of this
section cannot be made, then that share shall be prorated anong the
state and remaining local districts.

(4) Al distributions directed by this section to be nade on the
basi s of popul ation shall be calculated in accordance with data to be
provided by the office of financial nmanagenent.

Sec. 22. RCW 54.28.060 and 1996 c¢c 149 s 12 are each anended to
read as foll ows:

Interest at the rate as conputed under RCW 82.32.050(2) shall be
added to the tax ((hereby)) inposed fromthe due date until the date of
paynment. The tax ((shall)) constitutes a debt to the state and nay be
col |l ected as such.
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Sec. 23. RCWH54.28.070 and 1941 c 245 s 3 are each anended to read
as follows:

Any city or town in which a public utility district operates worKks,
plants, or facilities for the distribution and sale of electricity, or
for the sale of wholesale tel ecommunications services, shall have the
power to levy and collect from ((sueh)) the district a tax under this
section. Wth respect to the distribution and sale of electricity, a
tax may be inposed on the gross revenues derived by ((sueh)) the
district from the sale of electricity within the city or town,
exclusive of the revenues derived from the sale of electricity for
pur poses of resale. ((Sueh)) Wth respect to the sale of wholesale
tel ecommuni cations services, a tax may be inposed under the applicable
authority in chapter 35.21 RCW The tax when |l evied shall be a debt of
the district, and may be collected as such. Any ((sueh)) district
shal | have the power to add the anount of ((stueh)) tax to the rates or
charges it nmakes for electricity ((se)) or whol esale tel ecomunications
services sold within the limts of ((sueh)) the city or town.

Sec. 24. RCWH54.28.080 and 1957 ¢ 278 s 8 are each anended to read
as follows:

Whenever any public utility district acquires an operating property
from any private person, firm or corporation and a portion of the
operating property is situated within the boundaries of any school
district and at the tinme of ((sueh)) acquisition there is an
out st andi ng bonded i ndebt edness of the school district, then the public
utility district shall, in addition to the tax inposed by this chapter,
pay directly to the school district a proportion of all subsequent
paynments by the school district of principal and interest on ((sad))
the bonded indebtedness, ((sa+d)) the additional paynents to be
conputed and paid as follows: The anmpbunt of principal and interest
required to be paid ((by)) to the school district shall be nultiplied
by the percentage which the assessed value of the property acquired
bore to the assessed value of the total property in the school district
at the tinme of ((sueh)) the acquisition. ((Sueh)) The additional
anounts shall be paid by the public utility district to the school
district not less than fifteen days prior to the date that ((sueh)) the
principal and interest paynents are required to be paid by the school
district. In addition, any public utility district which acquires from
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any private person, firm or corporation an operating property situated
within a school district, is authorized to make voluntary paynents to
((sueh)) the school district for the use and benefit of the school
district.

Sec. 25. RCW54.28.090 and 1980 ¢ 154 s 9 are each anended to read
as follows:

The county legislative authority of each county shall direct the
county treasurer to deposit funds to the credit of each taxing district
in the county, other than school districts, according to the manner
they deem nost equitable; except not less than an anobunt equal to
three-fourths of one percent of the gross revenues obtained by a
district fromthe sale of electric energy wwthin any incorporated city
or town shall be remtted to ((sueh)) the city or town. | nf or mati on
furnished by the district to the county legislative authority shall be
the basis for the determ nation of the anobunt to be paid to ((sueh))
cities or towns.

The provisions of this section shall not apply to the distribution
of taxes collected under RCW54.28.025 (as recodified by this act).

Sec. 26. RCW 54.28.100 and 1957 c¢ 278 s 11 are each anended to
read as foll ows:

Al'l money((s)) received by any taxing district shall be used for
pur poses for which state taxes nmay be used under the provisions of the
state Constitution.

Sec. 27. RCW 54.28.110 and 1957 c¢c 278 s 13 are each anended to
read as foll ows:

Whenever ((—hereafter)) property is renoved fromthe tax rolls as
a result of the acquisition of operating property or the construction
of a generating plant by a public utility district, ((sueh)) the public
utility district my mke voluntary paynents to any nunicipa
corporation or other entity authorized to |levy and collect taxes in an
anount not to exceed the anmount of tax revenues being received by
((sueh)) the nmunicipal corporation or other entity at the tinme of
((satd)) acqui sition or ((satd)) construction and which are | ost by
((sueh)) muni ci pal corporation or other entity as a result of the
acqui sition of operating property or the construction of a generating

t he
t he
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plant by the public utility district((—PROADBED—That)). However ,

this section shall not apply to taxing districts as defined in RCW
54. 28. 010( ( —and—PROVW-DED-FURTHER—That)) (as recodified by this act)

and in the event any operating property ((se)) renoved from the tax
rolls is dismantled or partially dismantled the paynent which may be
pai d ((hereunder)) shall be correspondingly reduced.

Sec. 28. RCW 54.28.120 and 1957 c¢c 278 s 14 are each anended to
read as foll ows:

In the event any ((éistriet—hereafter)) publicly owned utility
purchases or otherwi se acquires electric utility properties conprising
all or a portion of an electric generation ((andlter)) or distribution
system_ or telecommunications properties for the purposes of providing
whol esal e tel ecommuni cations services, from a public service conpany,
as defined in RCW 80.04.010, the total anmount of privilege taxes
i nposed under this chapter ((28—taws—e+—1957)) to be paid by the
((estret)) publicly owned utility annually on the conbi ned operati ng
property within each county where ((sdeh)) the utility property is
| ocated, irrespective of any other basis of levy contained in this
chapter, will be not less than the conbined total of the ad val orem
taxes, based on regular levies, last l|levied against the electric
utility property constituting the system so purchased or acquired, or
the tel ecomuni cations properties purchased or acquired, plus the taxes
paid by the ((é&ist++et)) publicly owned utility for the sane year on
t he revenues of other operating property in the same county under terns
of this chapter. If all or any portion of the property so acquired is
subsequently sold, or if rates charged to purchasers of electric energy
or wholesale telecomunications services are reduced, the anount of
privilege tax required under this section shall be proportionately
reduced.

NEW SECTION. Sec. 29. RCW 54.28.010, 54.28.011, 54.28.020,
54.28. 025, 54.28.030, 54.28.040, 54.28.050, 54.28.055, 54.28.060,
54.28.070, 54.28.080, 54.28.090, 54.28.100, 54.28.110, and 54.28.120
are each recodified as a new chapter in Title 82 RCW

NEW SECTI ON. Sec. 30. Section 16 of this act is added to the new
chapter created in section 29 of this act.
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NEW SECTION. Sec. 31. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 32. Sections 13 through 30 of this act take
effect July 1, 2006.

NEW SECTION. Sec. 33. Sections 1 through 8 of this act constitute
a new chapter in Title 82 RCW

NEW SECTION. Sec. 34. Captions used in sections 1 through 4 of
this act are not any part of the |aw

NEW SECTION. Sec. 35. Sections 1 through 12, 33, and 34 of this
act take effect January 1, 2007.

~-- END ---
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