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ENGROSSED SUBSTI TUTE HOUSE BI LL 2314

Passed Legislature - 2005 Regul ar Session
State of WAshi ngt on 59th Legislature 2005 Regul ar Sessi on

By House Comm ttee on Fi nance (originally sponsored by
Representative Mlintire)

READ FI RST TI ME 04/ 21/ 05.

AN ACT Relating to revenue and taxation; anending RCW 82. 04. 060,
82.12. 0251, 82.12.0255, 82.12.035, 82.08.010, 82.14.020, 82.14.020,
82.08. 150, 69.50.520, 82.04.2908, 82.04.4463, 82.29A. 130, 82.71.020,
82.04. 4452, 84.52.068, 43.84.092, 43.84.092, 69.50.520, 70.146.030, and
83.100. ---; anending 2004 c 153 s 502 (uncodified); amending 2003 1st
sp.s. ¢ 16 s 6 (uncodified); reenacting and anmendi ng RCW 82.04. 050
82.04.190, 82.12.010, 82.12.020, and 82.12.040; adding new sections to
chapter 82.04 RCW addi ng new sections to chapter 82.08 RCW addi ng new
sections to chapter 82.12 RCW adding new sections to chapter 82.32
RCW adding a new section to chapter 83.100 RCW adding a new section
to chapter 82.24 RCW adding a new section to chapter 28A 505 RCW
addi ng a new chapter to Title 43 RCW adding a new chapter to Title 82
RCW <creating new sections; providing effective dates; providing
expiration dates; and decl aring an energency.

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

EXTENDED WARRANTI ES, SELF- SERVI CE LAUNDRY
AND DI RECT MAI L DELI VERY CHARCES

p. 1 ESHB 2314. SL



©O© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNMNDNDDNDNMNDNMNMNMNMNNMNPPRPPRPPRPPRPERPEPRPRPPREPE
N o oA WNEFE OO 0o NP WDNPE OO oo N O W DNPE O

Sec. 101. RCW 82.04.050 and 2004 c¢c 174 s 3 and 2004 c¢ 153 s 407
are each reenacted and anended to read as foll ows:

(1) "Sale at retail"” or "retail sale" neans every sale of tangible
per sonal property (including articles produced, fabricated, or
inprinted) to all persons irrespective of the nature of their business
and including, anong others, without limting the scope hereof, persons
who install, repair, clean, alter, inprove, construct, or decorate rea
or personal property of or for consuners other than a sale to a person
who presents a resale certificate under RCW 82.04.470 and who:

(a) Purchases for the purpose of resale as tangible personal
property in the regular course of business w thout intervening use by
such person, but a purchase for the purpose of resale by a regiona
transit authority under RCW81.112.300 is not a sale for resale; or

(b) Installs, repairs, cl eans, alters, i nprints, I Npr oves,
constructs, or decorates real or personal property of or for consuners,
i f such tangi bl e personal property becones an ingredi ent or conponent
of such real or personal property wthout intervening use by such
person; or

(c) Purchases for the purpose of consum ng the property purchased
in producing for sale a new article of tangi ble personal property or
substance, of which such property becones an ingredi ent or conponent or
is a chemcal used in processing, when the primary purpose of such
chemcal is to create a chemcal reaction directly through contact wth
an ingredient of a new article being produced for sale; or

(d) Purchases for the purpose of consum ng the property purchased
in producing ferrosilicon which is subsequently wused in producing
magnesi um for sale, if the primary purpose of such property is to
create a chem cal reaction directly through contact with an ingredient
of ferrosilicon; ((er))

(e) Purchases for the purpose of providing the property to
consuners as part of conpetitive tel ephone service, as defined in RCW

82. 04. 065. The term shall include every sale of tangible persona
property which is used or consunmed or to be used or consuned in the
performance of any activity classified as a "sale at retail"™ or "retail

sal e" even though such property is resold or utilized as provided in
(a), (b), (c¢), (d), or (e) of this subsection follow ng such use. The
term also nmeans every sale of tangible personal property to persons

ESHB 2314. SL p. 2
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engaged in any business which is taxable under RCW 82.04.280 (2) and
(7), 82.04.290, and 82.04.2908; or

(f) Purchases for the purpose of satisfying the person's
obligations under an extended warranty as defined in subsection (7) of
this section, if such tangible personal property replaces or becones an
ingredient or conponent of property covered by the extended warranty
wi t hout intervening use by such person.

(2) The term "sale at retail” or "retail sale" shall include the
sal e of or charge nade for tangible personal property consumed and/ or
for | abor and services rendered in respect to the foll ow ng:

(a) The installing, repairing, cleaning, altering, inprinting, or
i nprovi ng of tangi ble personal property of or for consunmers, including
charges made for the nere use of facilities in respect thereto, but
excluding charges made for the use of ((eetn—operated)) self-service

laundry facilities ((wher—suechtactHties—are situatedinanrapartrent

- aVaVasa N N a¥a' - - a a a¥a'
/

tenrants—thereof)), and also excluding sales of laundry service to
nonprofit health care facilities, and excluding services rendered in
respect to live animals, birds and insects;

(b) The constructing, repairing, decorating, or inproving of new or
existing buildings or other structures under, upon, or above real
property of or for consumers, including the installing or attaching of
any article of tangi ble personal property therein or thereto, whether
or not such personal property becones a part of the realty by virtue of
installation, and shall also include the sale of services or charges
made for the clearing of |land and the noving of earth excepting the
mere leveling of land used in comrercial farm ng or agriculture;

(c) The charge for |abor and services rendered in respect to
constructing, repairing, or inproving any structure upon, above, or
under any real property owned by an owner who conveys the property by
title, possession, or any other neans to the person perform ng such
construction, repair, or inprovenent for the purpose of performng such
construction, repair, or inprovenent and the property 1is then
reconveyed by title, possession, or any other neans to the origina
owner ;

(d) The sale of or charge nmade for |abor and services rendered in
respect to the cleaning, fumgating, razing or noving of existing
buil dings or structures, but shall not include the charge nade for

p. 3 ESHB 2314. SL
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janitorial services; and for purposes of this section the term
"janitorial services" shall nean those cleaning and caretaking services
ordinarily performed by commerci al janitor service businesses
including, but not limted to, wall and w ndow washi ng, floor cleaning
and waxi ng, and the cleaning in place of rugs, drapes and uphol stery.
The term "janitorial services" does not include painting, papering,
repairing, furnace or septic tank cleaning, snow renoval or
sandbl asti ng;

(e) The sale of or charge nmade for |abor and services rendered in
respect to autonobile towing and simlar autonotive transportation
services, but not in respect to those required to report and pay taxes
under chapter 82.16 RCW

(f) The sale of and charge made for the furnishing of |odging and
all other services by a hotel, roomng house, tourist court, notel
trailer canp, and the granting of any simlar license to use rea
property, as distinguished from the renting or leasing of real
property, and it shall be presuned that the occupancy of real property
for a continuous period of one nonth or nore constitutes a rental or
| ease of real property and not a nere license to use or enjoy the sane.
For the purposes of this subsection, it shall be presuned that the sale
of and charge made for the furnishing of lodging for a continuous
period of one nonth or nore to a person is a rental or |ease of real
property and not a nere license to enjoy the sane;

(g) The sale of or charge nmade for tangi ble personal property,
| abor and services to persons taxable under (a), (b), (c), (d), (e),
and (f) of this subsection when such sales or charges are for property,
| abor and services which are used or consuned in whole or in part by
such persons in the performance of any activity defined as a "sale at
retail"™ or "retail sale" even though such property, |abor and services
may be resold after such use or consunption. Nothing contained in this
subsection shall be construed to nodify subsection (1) of this section
and nothing contained in subsection (1) of this section shall be
construed to nodify this subsection.

(3) The term "sale at retail” or "retail sale" shall include the
sale of or charge nmade for personal, business, or professional services
i ncl udi ng ambunts designated as interest, rents, fees, adm ssion, and
other service enolunents however designated, received by persons
engaging in the foll ow ng business activities:

ESHB 2314. SL p. 4
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(a) Armusenent and recreation services including but not limted to
golf, pool, billiards, skating, bowing, ski lifts and tows, day trips
for sightseeing purposes, and others, when provided to consuners;

(b) Abstract, title insurance, and escrow services;

(c) Credit bureau services;

(d) Autonobile parking and storage garage services;

(e) Landscape mai ntenance and horticul tural services but excl uding
(1) horticultural services provided to farnmers and (ii) pruning,
trimmng, repairing, renoving, and clearing of trees and brush near
electric transm ssion or distribution |ines or equipnent, if perforned
by or at the direction of an electric utility;

(f) Service charges associated with tickets to professional
sporting events; and

(g) The follow ng personal services: Physi cal fitness services,
tanning salon services, tattoo parlor services, steam bath services,
turkish bath services, escort services, and dating services.

(4)(a) The termshall also include:

(1) The renting or |leasing of tangible personal property to
consuners; and

(1i) Providing tangi ble personal property along with an operator
for a fixed or indeterm nate period of tinme. A consideration of this
is that the operator is necessary for the tangi ble personal property to
perform as designed. For the purpose of this subsection (4)(a)(ii), an
operator nust do nore than maintain, inspect, or set up the tangible
personal property.

(b) The termshall not include the renting or |easing of tangible
personal property where the lease or rental is for the purpose of
subl ease or subrent.

(5) The termshall also include the providing of tel ephone service,
as defined in RCW 82. 04. 065, to consuners.

(6) The term shall also include the sale of prewitten conputer
software other than a sale to a person who presents a resale
certificate under RCW 82.04. 470, regardl ess of the nmethod of delivery
to the end wuser, but shall not include custom software or the
custom zation of prewitten conputer software.

(7) The termshall also include the sale of or charge nmade for an
extended warranty to a consuner. For purposes of this subsection,
"extended warranty" neans an agreenent for a specified duration to

p. 5 ESHB 2314. SL
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performthe replacenent or repair of tangible personal property at no
additional charge or a reduced charge for tangible personal property,
| abor, or both, or to provide indemification for the replacenent or
repair of tangible personal property, based on the occurrence of
specified events. The term "extended warranty" does not include an
agreenent, otherwise neeting the definition of extended warranty in
this subsection, if no separate charge is nmade for the agreenent and
the value of the agreenment is included in the sales price of the

tangi bl e personal property covered by the agreenent. For purposes of
this subsection, "sales price" has the sane neaning as in RCW
82.08. 010.

(8) The termshall not include the sale of or charge nade for | abor
and services rendered in respect to the building, repairing, or
i nproving of any street, place, road, highway, easenent, right of way,
mass public transportation termnal or parking facility, bridge,
tunnel, or trestle which is owned by a nunicipal corporation or
political subdivision of the state or by the United States and which is
used or to be used primarily for foot or vehicular traffic including
mass transportati on vehicles of any kind.

((68))) (9) The term shall also not include sales of chemca
sprays or washes to persons for the purpose of postharvest treatnent of
fruit for the prevention of scald, fungus, nold, or decay, nor shall it
i nclude sales of feed, seed, seedlings, fertilizer, agents for enhanced
pollination including insects such as bees, and spray materials to:
(a) Persons who participate in the federal conservation reserve
program the environnmental quality incentives program the wetlands
reserve program and the wildlife habitat incentives program or their
successors adm nistered by the United States departnent of agriculture;
(b) farmers for the purpose of producing for sale any agricul tural
product; and (c) farmers acting under cooperative habitat devel opnent
or access contracts wth an organi zati on exenpt fromfederal incone tax
under 26 U. S.C. Sec. 501(c)(3) or the Washington state departnent of
fish and wldlife to produce or inprove wildlife habitat on | and that
the farmer owns or | eases.

((69Y)) (10) The termshall not include the sale of or charge made
for labor and services rendered in respect to the constructing,
repairing, decorating, or inproving of new or existing buildings or
ot her structures under, upon, or above real property of or for the

ESHB 2314. SL p. 6



© 00 N O Ol WDN P

e
N R O

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

28
29
30
31
32
33
34
35
36

United States, any instrunentality thereof, or a county or city housing
authority created pursuant to chapter 35.82 RCW including the
installing, or attaching of any article of tangi ble personal property
therein or thereto, whether or not such personal property becones a
part of the realty by virtue of installation. Nor shall the term
i nclude the sale of services or charges made for the clearing of |and
and the noving of earth of or for the United States, any
instrunentality thereof, or a county or city housing authority. Nor
shall the term include the sale of services or charges made for
cleaning up for the United States, or its instrunentalities,
radi oactive waste and other byproducts of weapons production and
nucl ear research and devel opnent.

Sec. 102. RCW 82.04.060 and 2002 c 367 s 1 are each anended to
read as foll ows:

"Sal e at whol esale” or "whol esal e sale" neans: (1) Any sale of
tangi bl e personal property, any sale of services defined as a retai
sale in RCW 82.04.050(2)(a), any sale of anmusenent or recreation
services as defined in RCW 82.04.050(3)(a), any sale of canned
software, any sale of an extended warranty as defined in RCW
82.04.050(7), or any sale of telephone service as defined in RCW
82.04.065, which is not a sale at retail; and (2) any charge nade for
| abor and services rendered for persons who are not consuners, in
respect to real or personal property, if such charge is expressly
defined as a retail sale by RCW 82.04.050 when rendered to or for
consuners: PROVIDED, That the term"real or personal property" as used
in this subsection shall not include any natural products named in RCW
82. 04. 100.

Sec. 103. RCW 82.04.190 and 2004 c 174 s 4 and 2004 ¢c 2 s 8 are
each reenacted and anended to read as foll ows:

"Consuner" neans the foll ow ng:

(1) Any person who purchases, acquires, owns, holds, or uses any
article of tangible personal property irrespective of the nature of the
person's business and including, anong others, wthout limting the
scope hereof, persons who install, repair, clean, alter, inprove,
construct, or decorate real or personal property of or for consuners
other than for the purpose (a) of resale as tangi bl e personal property

p. 7 ESHB 2314. SL
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in the regular course of business or (b) of incorporating such property
as an ingredient or conponent of real or personal property when
installing, repairing, cleaning, altering, inprinting, inproving,

constructing, or decorating such real or personal property of or for

consuners or (c) of consum ng such property in producing for sale a new
article of tangible personal property or a new substance, of which such
property becones an ingredient or conponent or as a chem cal used in
processi ng, when the primary purpose of such chemcal is to create a
chem cal reaction directly through contact with an ingredient of a new
article being produced for sale or (d) ((purehasesfor—thepurpoese)) of

consum ng the property purchased in producing ferrosilicon which is
subsequently used in producing nagnesium for sale, if the primry
purpose of such property is to create a chemcal reaction directly
t hrough contact with an ingredient of ferrosilicon or (e) of satisfying
the person's obligations under an extended warranty as defined in RCW
82.04.050(7), if such tangible personal property replaces or becones an
ingredient or conponent of property covered by the extended warranty
wi t hout intervening use by such person;

(2)(a) Any person engaged in any business activity taxable under

RCW 82. 04. 290 or 82.04.2908; (b) any person who purchases, acquires, or

uses any tel ephone service as defined in RCW82.04. 065, other than for

resale in the regular course of business; (c) any person who purchases,

acqui res, or uses any service defined in RCW82.04.050(2)(a) ((erany

o A Ay A Adafinad n—ROW-82 04 050 ),

other than for resale in the regular course of business or for the
purpose of satisfying the person's obligations under an extended
warranty as defined in RCW 82.04.050(7); ((anrd)) (d) any person who
purchases, acquires, or uses any anusenent and recreation service
defined in RCW 82.04.050(3)(a), other than for resale in the reqular
course of business; (e) any person who is an end user of software; and
(f) any person who purchases or acquires an extended warranty as
defined in RCW82.04.050(7) other than for resale in the regular course
of busi ness;

(3) Any person engaged in the business of contracting for the
buil ding, repairing or inproving of any street, place, road, highway,
easenent, right of way, mass public transportation term nal or parking
facility, bridge, tunnel, or trestle which is owed by a nunicipal
corporation or political subdivision of the state of WAshi ngton or by

ESHB 2314. SL p. 8
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the United States and which is used or to be used primarily for foot or
vehi cular traffic including nmass transportation vehicles of any kind as
defined in RCW82.04.280, in respect to tangi bl e personal property when
such person incorporates such property as an ingredi ent or conponent of
such publicly owned street, place, road, highway, easenent, right of
way, mass public transportation term nal or parking facility, bridge,
tunnel, or trestle by installing, placing or spreading the property in
or upon the right of way of such street, place, road, highway,
easenent, bridge, tunnel, or trestle or in or upon the site of such
mass public transportation termnal or parking facility;

(4) Any person who is an owner, |essee or has the right of
possession to or an easenent in real property which is being
constructed, repaired, decorated, inproved, or otherwise altered by a
person engaged in business, excluding only (a) municipal corporations
or political subdivisions of the state in respect to | abor and services
rendered to their real property which is used or held for public road
purposes, and (b) the United States, instrunentalities thereof, and
county and city housing authorities created pursuant to chapter 35.82
RCWin respect to | abor and services rendered to their real property.
Not hing contained in this or any other subsection of this definition
shal |l be construed to nodify any other definition of "consuner"”;

(5 Any person who is an owner, |essee, or has the right of
possession to personal property which is being constructed, repaired,
i nproved, cleaned, inprinted, or otherwi se altered by a person engaged
i n busi ness;

(6) Any person engaged in the business of constructing, repairing,
decorating, or inproving new or existing buildings or other structures
under, upon, or above real property of or for the United States, any
instrunmentality thereof, or a county or city housing authority created
pursuant to chapter 35.82 RCW including the installing or attaching of
any article of tangi ble personal property therein or thereto, whether
or not such personal property becones a part of the realty by virtue of
installation; also, any person engaged in the business of clearing |and
and noving earth of or for the United States, any instrunentality
thereof, or a county or city housing authority created pursuant to
chapter 35.82 RCW Any such person shall be a consunmer within the
meani ng of this subsection in respect to tangible personal property
incorporated into, installed in, or attached to such building or other

p. 9 ESHB 2314. SL
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structure by such person, except that consunmer does not include any
person engaged in the business of constructing, repairing, decorating,
or inproving new or existing buildings or other structures under, upon,
or above real property of or for the United States, or any
instrunmentality thereof, if the investnent project would qualify for
sal es and use tax deferral under chapter 82.63 RCWif undertaken by a
private entity;

(7) Any person who is a lessor of machinery and equi pnent, the
rental of which is exenpt fromthe tax inposed by RCW 82.08. 020 under
RCW 82.08. 02565, with respect to the sale of or charge made for
tangi bl e personal property consuned in respect to repairing the
machi nery and equi pnent, if the tangi ble personal property has a useful
life of less than one year. Not hi ng contained in this or any other
subsection of this section shall be construed to nodify any other
definition of "consuner"; ((ard))

(8) Any person engaged in the business of cleaning up for the
United States, or its instrunentalities, radioactive waste and ot her
byproducts of weapons production and nucl ear research and devel opnent
and

(9) Any person who is an owner, lessee, or has the right of
possession of tangible personal property that, under the terns of an
extended warranty as defined in RCW82.04.050(7), has been repaired or
is replacenent property, but only with respect to the sale of or charge
made for the repairing of the tangible personal property or the
repl acenent property.

Sec. 104. RCW82.12.010 and 2003 ¢ 168 s 102 and 2003 ¢ 5 s 1 are
each reenacted and anmended to read as foll ows:

For the purposes of this chapter:

(1) "Purchase price" neans the sanme as sales price as defined in
RCW 82. 08. 010.

(2)(a) "Value of the article used" shall be the purchase price for
the article of tangible personal property, the use of which is taxable

under this chapter. The term also includes, in addition to the
purchase price, the anmount of any tariff or duty paid with respect to
the inportation of the article used. In case the article used is

acquired by lease or by gift or is extracted, produced, or manufactured
by the person using the sanme or is sold under conditions wherein the

ESHB 2314. SL p. 10
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purchase price does not represent the true val ue thereof, the val ue of
the article used shall be determ ned as nearly as possible according to
the retail selling price at place of use of simlar products of |ike
qual ity and character under such rules as the departnent nmay prescribe.

(b) I'n case the articles used are acquired by bail ment, the val ue
of the use of the articles so used shall be in an anpunt representing
a reasonable rental for the use of the articles so bailed, determ ned
as nearly as possible according to the value of such use at the places
of use of simlar products of like quality and character under such
rules as the departnent of revenue may prescribe. In case any such
articles of tangible personal property are used in respect to the
construction, repairing, decorating, or inproving of, and which becone
or are to beconme an ingredient or conponent of, new or existing
bui |l di ngs or other structures under, upon, or above real property of or
for the United States, any instrunentality thereof, or a county or city
housi ng authority created pursuant to chapter 35.82 RCW including the
installing or attaching of any such articles therein or thereto,
whet her or not such personal property becones a part of the realty by
virtue of installation, then the value of the use of such articles so
used shall be determ ned according to the retail selling price of such
articles, or in the absence of such a selling price, as nearly as
possi ble according to the retail selling price at place of use of
simlar products of |like quality and character or, in the absence of
either of these selling price neasures, such value nmay be determ ned
upon a cost basis, in any event under such rules as the departnment of
revenue may prescribe.

(c) In the case of articles owed by a user engaged in business
outside the state which are brought into the state for no nore than one
hundred eighty days in any period of three hundred sixty-five
consecutive days and which are tenporarily used for business purposes
by the person in this state, the value of the article used shall be an
anount representing a reasonable rental for the use of the articles,
unl ess the person has paid tax under this chapter or chapter 82.08 RCW
upon the full value of the article used, as defined in (a) of this
subsecti on.

(d) I'n the case of articles manufactured or produced by the user
and used in the manufacture or production of products sold or to be
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sold to the departnent of defense of the United States, the val ue of
the articles used shall be determ ned according to the value of the
i ngredi ents of such articles.

(e) In the case of an article manufactured or produced for purposes
of serving as a prototype for the devel opnent of a new or inproved
product, the value of the article used shall be determ ned by: (i) The
retail selling price of such new or inproved product when first offered
for sale; or (ii) the value of mterials incorporated into the
prototype in cases in which the new or inproved product is not offered
for sale.

(f) I'n the case of an article purchased with a direct pay permt
under RCW 82.32.087, the value of the article used shall be determ ned
by the purchase price of such article if, but for the use of the direct
pay permt, the transaction would have been subject to sales tax;

(3) "Value of the service used" neans the purchase price for the
service, the use of which is taxable under this chapter. If the
service is received by gift or under conditions wherein the purchase
price does not represent the true value thereof, the value of the
service used shall be determ ned as nearly as possible according to the
retail selling price at place of use of simlar services of Iike
quality and character under rules the departnent may prescribe;

(4) "Value of the extended warranty used" neans the purchase price
for the extended warranty, the use of which is taxable under this
chapter. If the extended warranty is received by qgift or under
conditions wherein the purchase price does not represent the true val ue
of the extended warranty, the value of the extended warranty used shal
be determned as nearly as possible according to the retail selling
price at place of use of simlar extended warranties of like quality
and character under rules the departnent may prescribe;

(5 "Use," "used," "using," or "put to use" shall have their
ordi nary neani ng, and shall nean:

(a) Wth respect to tangible personal property, the first act
within this state by which the taxpayer takes or assunes dom nion or
control over the article of tangible personal property (as a consuner),
and i ncl ude installation, st or age, wi t hdr awal from storage,
distribution, or any other act preparatory to subsequent actual use or
consunption within this state; ((anrd))

ESHB 2314. SL p. 12
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(b) Wth respect to a service defined in RCW82.04.050(2)(a), the
first act within this state after the service has been perforned by
whi ch the taxpayer takes or assunes domnion or control over the
article of tangible personal property upon which the service was
performed (as a consuner), and includes installation, storage,
w t hdrawal from storage, distribution, or any other act preparatory to
subsequent actual use or consunption of the article within this state;
and

(c) Wth respect to an extended warranty, the first act within this
state after the extended warranty has been acquired by which the
taxpayer takes or assunes dominion or control over the article of
tangi bl e personal property to which the extended warranty applies, and
includes installation, storage, withdrawal from storage, distribution,
or any other act preparatory to subsequent actual use or consunption of
the article within this state;

((65))) (6) "Taxpayer" and "purchaser"” include all persons included
within the neaning of the word "buyer" and the word "consuner" as
defined in chapters 82.04 and 82.08 RCW

((68y)) (7) "Retailer" neans every seller as defined in RCW
82.08. 010 and every person engaged in the business of selling tangible
personal property at retail and every person required to collect from
purchasers the tax inposed under this chapter;

((6H)) (8) "Extended warranty"” has the sane neaning as in RCW
82.04. 050(7);

(9) The neaning ascribed to words and phrases in chapters 82.04 and
82.08 RCW insofar as applicable, shall have full force and effect with
respect to taxes inposed under the provisions of this chapter.
"Consuner,"” in addition to the nmeaning ascribed to it in chapters 82. 04
and 82.08 RCW insofar as applicable, shall also nean any person who
distributes or displays, or causes to be distributed or displayed, any
article of tangible personal property, except newspapers, the primary
purpose of which is to pronote the sale of products or services. Wth
respect to property distributed to persons within this state by a
consuner as defined in this subsection ((£A)) (9), the use of the
property shall be deened to be by such consuner.

Sec. 105. RCW 82.12. 020 and 2003 ¢ 361 s 302 and 2003 c 168 s 214
are each reenacted and anended to read as foll ows:

p. 13 ESHB 2314. SL
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(1) There is hereby levied and there shall be collected fromevery
person in this state a tax or excise for the privilege of using within
this state as a consuner: (a) Any article of tangible personal
property purchased at retail, or acquired by |ease, gift, repossession,
or bailnment, or extracted or produced or manufactured by the person so
using the sane, or otherwise furnished to a person engaged in any
busi ness taxable under RCW 82.04.280 (2) or (7); ((er)) (b) any
prewitten conputer software, regardl ess of the nethod of delivery, but
excluding prewitten conputer software that is either provided free of
charge or is provided for tenporary use in viewng information, or
both; or (c) any extended warranty.

(2) This tax shall apply to the use of every extended warranty,
service defined as a retail sale in RCW82.04.050 (2)(a) or (3)(a), and
the use of every article of tangible personal property, including
property acquired at a casual or isolated sale, and including
byproducts used by the manufacturer thereof, except as hereinafter
provi ded, irrespective of whether the article or simlar articles are
manuf actured or are available for purchase within this state.

(3) The provisions of this chapter do not apply in respect to the
use of any article of tangible personal property, extended warranty, or
service taxable under RCW 82.04.050 (2)(a) or (3)(a), purchased at
retail or acquired by |lease, gift, or bailnment if the sale to, or the
use by, the present user or his bailor or donor has already been
subjected to the tax under chapter 82.08 RCWor this chapter and the
tax has been paid by the present user or by his bailor or donor.

(4) Except as provided in this section, paynent by one purchaser or
user of tangible personal property, extended warranty, or service of
the tax inposed by chapter 82.08 or 82.12 RCWshall not have the effect
of exenpting any other purchaser or user of the sane property, extended
warranty, or service fromthe taxes inposed by such chapters. If the
sale to, or the use by, the present user or his or her bailor or donor
has al ready been subjected to the tax under chapter 82.08 RCWor this
chapter and the tax has been paid by the present user or by his or her
bailor or donor; or in respect to the use of property acquired by
bai |l rent and the tax has once been paid based on reasonable rental as
determ ned by RCW 82.12.060 neasured by the value of the article at
time of first use nultiplied by the tax rate inposed by chapter 82.08
RCWor this chapter as of the tinme of first use; or in respect to the
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use of any article of tangi ble personal property acquired by bail nment,
if the property was acquired by a previous bailee fromthe sane bail or
for use in the sane general activity and the original bailnment was
prior to June 9, 1961, the tax inposed by this chapter does not apply.

(5) The tax shall be levied and collected in an anbunt equal to the
value of the article used, value of the extended warranty used, or
val ue of the service used by the taxpayer nmultiplied by the rates in
effect for the retail sales tax under RCW 82.08. 020, except in the case
of a seller required to collect use tax from the purchaser, the tax
shall be collected in an anbunt equal to the purchase price multiplied
by the rate in effect for the retail sales tax under RCW 82. 08. 020.

Sec. 106. RCW 82.12.0251 and 2003 ¢ 5 s 18 are each anended to
read as foll ows:

The provisions of this chapter shall not apply in respect to the
use:

(1) O any article of tangi bl e personal property, and services that
were rendered in respect to such property, brought into the state of
Washi ngton by a nonresident thereof for his or her use or enjoynent
while tenporarily within the state of Washi ngton unl ess such property
is used in conducting a nontransitory business activity within the
state of Washi ngton;

(2) By a nonresident of Washington of a notor vehicle or trailer
which is registered or licensed under the |laws of the state of his or
her residence, and which is not required to be registered or |icensed
under the laws of Washington, including notor vehicles or trailers
exenpt pursuant to a declaration issued by the departnent of |icensing
under RCW 46.85.060, and services rendered outside the state of
Washi ngton in respect to such property;

(3) O household goods, personal effects, and private notor
vehi cl es, and services rendered in respect to such property, by a bona
fide resident of Washington, or nonresident nenbers of the arned forces
who are stationed in Washington pursuant to mlitary orders, if such
articles and services were acquired and used by such person in another
state while a bona fide resident thereof and such acquisition and use
occurred nore than ninety days prior to the tine he or she entered
Washi ngt on. For purposes of this subsection, private notor vehicles

((dees—fdoe})) do not include notor hones((-+)) .
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(4) O an extended warranty, to the extent that the property
covered by the extended warranty is exenpt under this section fromthe
tax inposed under this chapter

For purposes of this section, "state" neans a state of the United
States, any political subdivision thereof, the D strict of Colunbia,
and any foreign country or political subdivision thereof, and
"services" means services defined as retail sales in RCW
82.04.050(2) (a).

Sec. 107. RCW82.12.0255 and 2003 ¢ 5 s 4 are each anended to read
as follows:

The provisions of this chapter shall not apply in respect to the
use of any article of tangible personal property, extended warranty, or
service which the state is prohibited from taxing wunder the
Constitution of the state or under the Constitution or |aws of the
United States.

Sec. 108. RCW 82.12.035 and 2002 c 367 s 5 are each anended to
read as foll ows:

A credit shall be allowed against the taxes inposed by this chapter
upon the use of tangible personal property, extended warranty, or
services taxable under RCW82.04.050 (2)(a) or (3)(a), in the state of
Washi ngton in the anmount that the present user thereof or his or her
bail or or donor has paid a retail sales or use tax wth respect to such
property, extended warranty, or service to any other state of the
United States, any political subdivision thereof, the D strict of
Col unbia, and any foreign country or political subdivision thereof,
prior to the use of such property, extended warranty, or service in
Washi ngt on.

Sec. 109. RCW82.12.040 and 2003 c 168 s 215 and 2003 ¢ 76 s 4 are
each reenacted and anmended to read as foll ows:

(1) Every person who maintains in this state a place of business or
a stock of goods, or engages in business activities within this state,
shall obtain from the departnment a certificate of registration, and
shall, at the tinme of making sales of tangible personal property,
ext ended warranties, or sales of any service defined as a retail sale
in RCW 82.04.050 (2)(a) or (3)(a), or mnmaking transfers of either

ESHB 2314. SL p. 16
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possession or title, or both, of tangi ble personal property for use in
this state, collect fromthe purchasers or transferees the tax inposed
under this chapter. The tax to be collected under this section shal

be in an anmount equal to the purchase price multiplied by the rate in
effect for the retail sales tax under RCW82.08.020. For the purposes
of this chapter, the phrase "maintains in this state a place of

busi ness” shall include the solicitation of sales and/or taking of
orders by sales agents or traveling representatives. For the purposes
of this chapter, "engages in business activity wthin this state"

i ncludes every activity which is sufficient under the Constitution of
the United States for this state to require collection of tax under
this chapter. The departnent shall in rules specify activities which
constitute engaging in business activity within this state, and shal
keep the rules current with future court interpretations of the
Constitution of the United States.

(2) Every person who engages in this state in the business of
acting as an independent selling agent for persons who do not hold a
valid certificate of registration, and who receives conpensation by
reason of sales of tangi ble personal property, extended warranties, or
sal es of any service defined as a retail sale in RCW82.04.050 (2)(a)
or (3)(a), of his or her principals for use in this state, shall, at
the tinme such sales are nade, collect from the purchasers the tax
i nposed on the purchase price under this chapter, and for that purpose
shall be deened a retailer as defined in this chapter.

(3) The tax required to be collected by this chapter shall be
deened to be held in trust by the retailer until paid to the departnent
and any retailer who appropriates or converts the tax collected to the
retailer's own use or to any use other than the paynent of the tax
provi ded herein to the extent that the noney required to be collected
is not available for paynent on the due date as prescribed shall be
guilty of a m sdeneanor. |In case any seller fails to collect the tax
herein inposed or having collected the tax, fails to pay the sane to
the departnment in the manner prescribed, whether such failure is the
result of the seller's own acts or the result of acts or conditions
beyond the seller's control, the seller shall nevertheless, be
personally liable to the state for the anpbunt of such tax, unless the
seller has taken from the buyer in good faith a copy of a direct pay
permt issued under RCW 82. 32. 087.
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(4) Any retailer who refunds, remts, or rebates to a purchaser, or
transferee, either directly or indirectly, and by whatever neans, all
or any part of the tax levied by this chapter shall be guilty of a
m sdeneanor .

(5) Notwi thstandi ng subsections (1) through (4) of this section
any person nmeking sales is not obligated to collect the tax inposed by
this chapter if:

(a) The person's activities in this state, whether conducted
directly or through another person, are l[imted to:

(i) The storage, dissem nation, or display of adverti sing;

(1i) The taking of orders; or

(ti1) The processing of paynents; and

(b) The activities are conducted electronically via a web site on
a server or other conputer equipnent |ocated in WAashington that is not
owned or operated by the person naking sales into this state nor owned
or operated by an affiliated person. "Affiliated persons”" has the sane
meani ng as provided in RCW 82.04. 424.

(6) Subsection (5) of this section expires when: (a) The United
States congress grants individual states the authority to inpose sales
and use tax collection duties on renote sellers; or (b) it 1is
determned by a court of conpetent jurisdiction, in a judgnent not
subject to review, that a state can inpose sales and use tax collection
duties on renote sellers.

Sec. 110. RCW 82.08.010 and 2004 c 153 s 406 are each anended to
read as foll ows:

For the purposes of this chapter:

(1) "Selling price" includes "sales price." "Sales price" neans
the total anount of consideration, except separately stated trade-in
property of |ike kind, including cash, credit, property, and services,
for which tangible personal property, extended warranties, or services
defined as a "retail sale" under RCW 82.04.050 are sold, |eased, or
rented, valued in noney, whether received in noney or otherw se. No
deduction from the total anmount of consideration is allowed for the
followng: (a) The seller's cost of the property sold; (b) the cost of
materi als used, |abor or service cost, interest, |losses, all costs of
transportation to the seller, all taxes inposed on the seller, and any
ot her expense of the seller; (c) charges by the seller for any services

ESHB 2314. SL p. 18
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necessary to conplete the sale, other than delivery and installation
charges; (d) delivery charges; (e) installation charges; and (f) the
val ue of exenpt tangi ble personal property given to the purchaser where
taxable and exenpt tangible personal property have been bundled
together and sold by the seller as a single product or piece of
mer chandi se.

Wen tangible personal property is rented or |eased under
circunstances that the consideration paid does not represent a
reasonable rental for the use of the articles so rented or |eased, the
"selling price" shall be determ ned as nearly as possible according to
t he val ue of such use at the places of use of simlar products of |ike
qual ity and character under such rules as the departnent nmay prescribe.

"Selling price" or "sales price" does not include: Di scount s,
i ncluding cash, term or coupons that are not reinbursed by a third
party that are allowed by a seller and taken by a purchaser on a sal e;
interest, financing, and carrying charges fromcredit extended on the
sal e of tangible personal property, extended warranties, or services,
if the anmpbunt is separately stated on the invoice, bill of sale, or
simlar docunent given to the purchaser; and any taxes legally inposed
directly on the consuner that are separately stated on the invoice,
bill of sale, or simlar docunent given to the purchaser;

(2) "Seller" neans every person, including the state and its
departnents and institutions, making sales at retail or retail sales to
a buyer, purchaser, or consuner, whether as agent, broker, or
princi pal, except "seller" does not nean the state and its departnents
and institutions when nmaking sales to the state and its departnents and
i nstitutions;

(3) "Buyer," "purchaser," and "consunmer" include, without limting
the scope hereof, every individual, receiver, assignee, trustee in
bankruptcy, trust, estate, firm copartnership, joint venture, club
conpany, joint stock conpany, business trust, corporation, association,
society, or any group of individuals acting as a unit, whether nutual,
cooperative, fraternal, nonprofit, or otherw se, nunicipal corporation,
quasi nunici pal corporation, and also the state, its departnents and
institutions and all political subdivisions thereof, irrespective of
the nature of the activities engaged in or functions perforned, and
also the United States or any instrunentality thereof;
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(4) "Delivery charges" neans charges by the seller of personal
property or services for preparation and delivery to a location
desi gnated by the purchaser of personal property or services including,

but not limted to, transportation, shipping, postage, handling,
crating, and packing;
(5) "Direct mail" neans printed naterial delivered or distributed

by United States mail or other delivery service to a nass audi ence or
to addressees on a mailing list provided by the purchaser or at the
direction of the purchaser when the cost of the itens are not billed

directly to the recipients. "Direct mail" includes tangible personal
property supplied directly or indirectly by the purchaser to the direct
mail seller for inclusion in the package containing the printed
mat eri al . "Direct mail" does not include nultiple itens of printed

material delivered to a single address;
(6) The neaning attributed in chapter 82.04 RCWto the ternms "tax

year," "taxable year," "person,"” "conpany," "sale," "sale at retail,"
"retail sale,"” "sale at wholesale,” "whol esal e,” "business," "engagi ng
i n business," "cash discount,"” "successor," "consuner," "in this state"
and "within this state" shall apply equally to the provisions of this
chapter;

((66))) (7) For the purposes of the taxes inposed under this
chapter and under chapter 82.12 RCW "tangi bl e personal property” neans
personal property that can be seen, weighed, neasured, felt, or
touched, or that is in any other manner perceptible to the senses
Tangi bl e personal property includes electricity, water, gas, steam and
prewitten conputer software;

(8) "Extended warranty" has the sanme neaning as in RCW
82.04. 050(7).

Sec. 111. RCW 82.14.020 and 2003 c 168 s 502 are each anended to
read as foll ows:

For purposes of this chapter:

(1) A retail sale consisting solely of the sale of tangible
personal property shall be deenmed to have occurred at the retail outl et
at or fromwhich delivery is nade to the consuner;

(2) A retail sale consisting essentially of the performance of
personal, business, or professional services shall be deened to have
occurred at the place at which such services were primarily perforned,
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except that for the performance of a tow truck service, as defined in
RCW 46. 55. 010, the retail sale shall be deened to have occurred at the
pl ace of business of the operator of the tow truck service;

(3) A retail sale consisting of the rental of tangi ble persona
property shall be deened to have occurred (a) in the case of a rental
involving periodic rental paynents, at the place of primary use by the
| essee during the period covered by each paynment, or (b) in all other
cases, at the place of first use by the | essee;

(4) A retail sale within the scope of RCW 82.04.050(2), and a
retail sale of taxable personal property to be installed by the seller
shall be deened to have occurred at the place where the |abor and
services involved were primarily perforned,

(5)(a) Aretail sale consisting of the providing to a consuner of
t el ephone service, as defined in RCW 82.04.065, other than a sale of
tangi bl e personal property under subsection (1) of this section or a
rental of tangible personal property under subsection (3) of this
section or a sale of nobile telecommunications services, shall be
deened to have occurred at the situs of the telephone or other
i nstrunment through which the tel ephone service is rendered;

(b) Aretail sale consisting of the providing of tel ecommunications
services shall be sourced in accordance with RCW 82. 32. 520;

(6) Aretail sale of linen and uniformsupply services is deened to
occur as provided in RCW82.08. 0202;

(7) A retail sale consisting of an extended warranty shall be
deened to have occurred at the business |location of the seller if the
extended warranty is received by the purchaser at that location. If an
extended warranty is not received by the purchaser at the business
| ocation of the seller, aretail sale of an extended warranty shall be
deened to have occurred at the location where receipt by the buyer
occurs;

(8) "City" neans a city or town;

((68))) (9) The neaning ascribed to words and phrases in chapters
82.04, 82.08 and 82.12 RCW as now or hereafter anended, insofar as
applicable, shall have full force and effect with respect to taxes
i nposed under authority of this chapter;

((69Y)) (10) "Taxable event" shall nean any retail sale, or any
use, upon which a state tax is inposed pursuant to chapter 82.08 or
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82.12 RCW as they now exist or may hereafter be anended: PROVI DED,
HOWNEVER, That the termshall not include a retail sale taxable pursuant
to RCW 82. 08. 150, as now or hereafter anended,

((28y)) (11) "Treasurer or other |egal depository" shall nean the
treasurer or |legal depository of a county or city.

Sec. 112. RCW 82.14.020 and 2003 c 168 s 503 are each anended to
read as foll ows:

For purposes of this chapter:

(1) A retail sale consisting solely of the sale of tangible
personal property shall be deenmed to have occurred at the retail outl et
at or fromwhich delivery is nade to the consuner;

(2) A retail sale consisting essentially of the performance of
personal, business, or professional services shall be deened to have
occurred at the place at which such services were primarily perforned,
except that for the performance of a tow truck service, as defined in
RCW 46. 55. 010, the retail sale shall be deened to have occurred at the
pl ace of business of the operator of the tow truck service;

(3) A retail sale consisting of the rental of tangi ble persona
property shall be deened to have occurred (a) in the case of a rental
involving periodic rental paynents, at the primary place of use by the
| essee during the period covered by each paynment, or (b) in all other
cases, at the place of first use by the | essee;

(4) A retail sale within the scope of RCW 82.04.050(2), and a
retail sale of taxable personal property to be installed by the seller
shall be deened to have occurred at the place where the |abor and
services involved were primarily perforned,

(5 Aretail sale consisting of the providing of tel ecommunications
services shall be sourced in accordance with RCW 82. 32. 520;

(6) Aretail sale of linen and uniformsupply services is deened to
occur as provided in RCW82.08. 0202;

(7) A retail sale consisting of an extended warranty shall be
deened to have occurred at the business |location of the seller if the
extended warranty is received by the purchaser at that location. If an
extended warranty is not received by the purchaser at the business
| ocation of the seller, a retail sale of an extended warranty shall be
deened to have occurred at the location where receipt by the buyer
occurs;
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(8) "GCity" neans a city or town;

((68))) (9) The neaning ascribed to words and phrases in chapters
82.04, 82.08 and 82.12 RCW as now or hereafter anended, insofar as
applicable, shall have full force and effect with respect to taxes
i nposed under authority of this chapter;

((69Y)) (10) "Taxable event" shall nean any retail sale, or any
use, upon which a state tax is inposed pursuant to chapter 82.08 or
82.12 RCW as they now exist or may hereafter be anended: PROVI DED,
HONEVER, That the termshall not include a retail sale taxable pursuant
to RCW 82. 08. 150, as now or hereafter anended;

((28y)) (11) "Treasurer or other |egal depository" shall nean the
treasurer or |legal depository of a county or city.

Sec. 113. 2004 c¢ 153 s 502 (uncodified) is anended to read as
fol | ows:

(1) If a court of conpetent jurisdiction enters a final judgnent on
the nmerits that is based on federal or state law, is no | onger subject
to appeal, and substantially limts or inpairs the essential elenents
of P.L. 106-252, 4 U S.C. Secs. 116 through 126, or chapter 67, Laws of
2002, then chapter 67, Laws of 2002 is null and void in its entirety.

(2) If the contingency in subsection (1) of this section occurs,
section 502, chapter 168, Laws of 2003 is null and void.

(3) If the contingency in subsection (1) of this section occurs,
section 410, chapter 153, Laws of 2004 is null and void.

(4) 1If the contingency in subsection (1) of this section occurs,
section 111, chapter ..., Laws of 2005 (section 111 of this act) is

null and void.

NEW SECTION. Sec. 114. A new section is added to chapter 82.04
RCWto read as foll ows:

(1) In conmputing tax there nmay be deducted fromthe neasure of tax,
anmounts derived fromdelivery charges made for the delivery of direct

mail if the charges are separately stated on an invoice or simlar
billing docunent given to the purchaser.
(2) "Delivery charges" and "direct nmail" have the sane neani ngs as

in RCW82.08. 010.
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NEW SECTION. Sec. 115. A new section is added to chapter 82.08
RCWto read as foll ows:
The tax | evied by RCW 82.08. 020 does not apply to delivery charges

made for the delivery of direct mail if the charges are separately
stated on an invoice or simlar billing docunent given to the
pur chaser.

NEW SECTION. Sec. 116. A new section is added to chapter 82.12
RCWto read as foll ows:
(1) The tax levied by this chapter does not apply to the val ue of

delivery charges nade for the delivery of direct mail if the charges
are separately stated on an invoice or simlar billing docunent given
to the purchaser

(2) "Delivery charges"” and "direct mail" have the sane neani ngs as

in RCW82.08. 010.

PART 11
LI QUOR

Sec. 201. RCW 82.08.150 and 2003 c¢c 167 s 11 are each amended to
read as foll ows:

(1) There is levied and shall be collected a tax upon each retail
sale of spirits in the original package at the rate of fifteen percent
of the selling price. The tax inposed in this subsection shall apply
to all such sales including sales by the Washington state |iquor stores
and agencies, but excluding sales to spirits, beer, and w ne restaurant
| i censees.

(2) There is levied and shall be collected a tax upon each sal e of
spirits in the original package at the rate of ten percent of the
selling price on sales by Washington state |iquor stores and agencies
to spirits, beer, and w ne restaurant |icensees.

(3) There is levied and shall be collected an additional tax upon
each retail sale of spirits in the original package at the rate of one
dol l ar and seventy-two cents per liter. The additional tax inposed in
this subsection shall apply to all such sales including sales by
Washi ngton state liquor stores and agencies, and including sales to
spirits, beer, and wi ne restaurant |icensees.
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(4) An additional tax is inposed equal to fourteen percent
multiplied by the taxes payabl e under subsections (1), (2), and (3) of
this section.

(5) An additional tax is inposed upon each retail sale of spirits
in the original package at the rate of seven cents per liter. The
additional tax inposed in this subsection shall apply to all such sales
i ncluding sales by Washington state l|iquor stores and agencies, and
including sales to spirits, beer, and wine restaurant |icensees. Al
revenues collected during any nonth fromthis additional tax shall be
deposited in the violence reduction and drug enforcenent account under
RCW 69. 50. 520 by the twenty-fifth day of the follow ng nonth.

(6)(a) An additional tax is inposed upon retail sale of spirits in
t he original package at the rate of one and seven-tenths percent of the
selling price through June 30, 1995, two and six-tenths percent of the
selling price for the period July 1, 1995, through June 30, 1997, and
three and four-tenths of the selling price thereafter. This additional
tax applies to all such sales including sales by Wshington state
| i quor stores and agencies, but excluding sales to spirits, beer, and
W ne restaurant |icensees.

(b) An additional tax is inposed upon retail sale of spirits in the
original package at the rate of one and one-tenth percent of the
selling price through June 30, 1995, one and seven-tenths percent of
the selling price for the period July 1, 1995, through June 30, 1997,
and two and three-tenths of the selling price thereafter. Thi s
additional tax applies to all such sales to spirits, beer, and w ne
restaurant |icensees.

(c) An additional tax is inposed upon each retail sale of spirits
in the original package at the rate of twenty cents per liter through
June 30, 1995, thirty cents per liter for the period July 1, 1995,
t hrough June 30, 1997, and forty-one cents per liter thereafter. This
additional tax applies to all such sales including sales by Washi ngton
state |liquor stores and agencies, and including sales to spirits, beer,
and wi ne restaurant |icensees.

(d) Al revenues collected during any nonth from additi onal taxes
under this subsection shall be deposited in the health services account
created under RCW 43.72.900 by the twenty-fifth day of the follow ng
nmont h.
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(7)(a) An additional tax is inposed upon each retail sale of
spirits in the original package at the rate of one dollar and thirty-
three cents per liter. This additional tax applies to all such sales
including sales by Washington state liquor stores and agencies, but
excluding sales to spirits, beer, and wine restaurant |icensees.

(b) Al revenues collected during any nonth from additional taxes
under this subsection shall be deposited by the twenty-fifth day of the
followng nonth as foll ows:

(i) 97.5 percent into the general fund;

(ii) 2.3 percent into the health services account created under RCW
43. 72.900; and

(iii) 0.2 percent into the violence reduction and drug enforcenent
account created under RCW 69. 50. 520.

(8) The tax inposed in RCW 82.08.020 shall not apply to sal es of
spirits in the original package.

((68))) (9) The taxes inposed in this section shall be paid by the
buyer to the seller, and each seller shall collect fromthe buyer the
full anmpbunt of the tax payable in respect to each taxable sal e under
this section. The taxes required by this section to be collected by
the seller shall be stated separately from the selling price and for
purposes of determning the tax due from the buyer to the seller, it
shall be conclusively presuned that the selling price quoted in any
price list does not include the taxes inposed by this section.

((9)) (10) As wused in this section, the ternms, "spirits" and
"package" shall have the neaning ascribed to themin chapter 66.04 RCW

Sec. 202. RCW69.50.520 and 2004 c 276 s 912 are each anended to
read as foll ows:

The viol ence reduction and drug enforcenent account is created in
the state treasury. Al designated receipts from RCW 9.41.110(8),
66. 24. 210(4), 66. 24. 290( 2), 69. 50. 505(9) (a), 82.08.150 (5) and
(NN(b)(iii), 82.24.020(2), 82.64.020, and section 420, chapter 271,
Laws of 1989 shall be deposited into the account. Expendi tures from
the account nmay be used only for funding services and prograns under
chapter 271, Laws of 1989 and chapter 7, Laws of 1994 sp. sess.,
i ncluding state incarceration costs. Funds fromthe account may al so
be appropriated to reinburse |ocal governnents for costs associated
with inplementing crimnal justice l|legislation including chapter 338,
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Laws of 1997. During the 2003-2005 biennium funds from the account
may al so be used for costs associated with providing grants to |oca
governments in accordance with chapter 338, Laws of 1997, funding drug
of fender treatnent services 1in accordance wth RCW 70.96A. 350,
mai nt enance and operating costs of the Wshington association of
sheriffs and police chiefs jail reporting system naintenance and
operating costs of the juvenile rehabilitation admnistration's client
activity tracking system civil i ndi gent | egal representation
mul tijurisdictional narcotics task forces, and grants to community
net wor ks under chapter 70.190 RCWby the famly policy council.

PART 1|11
BOARDI NG HOVES

NEW SECTION. Sec. 301. A new section is added to chapter 82.04
RCWto read as foll ows:

(1) This chapter does not apply to anmounts received by a nonprofit
boardi ng home |icensed under chapter 18.20 RCW for providing room and
domciliary care to residents of the boardi ng hone.

(2) As used in this section:

(a) "Domciliary care" has the neaning provided in RCW 18. 20. 020.

(b) "Nonprofit boarding honme" neans a boarding honme that is
operated as a religious or charitable organization, is exenpt from
federal income tax under 26 U S.C. Sec. 501(c)(3), is incorporated
under chapter 24.03 RCW is operated as part of a nonprofit hospital,
or is operated as part of a public hospital district.

Sec. 302. RCW 82.04.2908 and 2004 c¢c 174 s 1 are each amended to
read as foll ows:

(1) Upon every person engaging within this state in the business of
providing room and domciliary care to residents of a boarding hone
Iicensed under chapter 18.20 RCW the anmpbunt of tax with respect to
such busi ness shall be equal to the gross incone ((femsuech—services))
of the business, nultiplied by the rate of 0.275 percent.

(2) ((H—td I Ched I . =t .t hi .

. . : I I I I Ched I .
=t . i hi . o . I I I L
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3y)) For the purposes of this section, "domciliary care" has the
((samwe)) neaning ((as)) provided in RCW 18. 20. 020.

PART |V
COVPREHENSI VE CANCER CENTERS

NEW SECTION. Sec. 401. A new section is added to chapter 82.04
RCWto read as foll ows:

(1) This chapter does not apply to anounts received by a
conpr ehensi ve cancer center to the extent the anounts are exenpt from
federal incone tax.

(2) For the purposes of this section, "conprehensive cancer center"
means a cancer center that has witten confirmation that it is
recogni zed by the national cancer institute as a conprehensive cancer
center and that qualifies as an exenpt organization under 26 U S. C
Sec. 501(c)(3) as existing on the effective date of this section.

NEW SECTION. Sec. 402. A new section is added to chapter 82.08
RCWto read as foll ows:

(1) The tax |levied by RCW 82.08.020 does not apply to the sale of
medi cal supplies, chemcals, or materials to a conprehensive cancer
center. The exenption in this section does not apply to the sale of
construction materials, office equipnent, buil ding equi prent,
adm ni strative supplies, or vehicles.

(2) For the purposes of this section, the followng definitions
appl y:

(a) "Conprehensive cancer center" has the neaning provided in
section 401 of this act.

(b) "Chem cal" neans any catalyst, solvent, water, acid, oil, or
other additive that physically or chemcally interacts with blood,
bone, or tissue.

(c) "Materials" neans any item of tangible personal property,
including, but not limted to, bags, packs, collecting sets, filtering
materials, testing reagents, antisera, and refrigerants used or
consuned in performng research on, procuring, testing, processing,
storing, packaging, distributing, or using blood, bone, or tissue.
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(d) "Research" neans basic and applied research that has as its
obj ective the design, developnent, refinenent, testing, marketing, or
commerci alization of a product, service, or process.

(e) "Medical supplies" nmeans any item of tangible personal
property, including any repair and replacenent parts for such tangible
personal property, used by a conprehensive cancer center for the
purpose of performng research on, procuring, testing, processing,
storing, packaging, distributing, or using blood, bone, or tissue. The
termincludes tangi bl e personal property used to:

(1) Provide preparatory treatnent of blood, bone, or tissue;

(1i) Control, guide, neasure, tune, verify, align, regulate, test,
or physically support bl ood, bone, or tissue; and

(iii1) Protect the health and safety of enpl oyees or others present
during research on, procuring, testing, processing, storing, packaging,
di stributing, or using blood, bone, or tissue.

NEW SECTION. Sec. 403. A new section is added to chapter 82.12
RCWto read as foll ows:

(1) The provisions of this chapter do not apply in respect to the
use of medical supplies, chemcals, or materials by a conprehensive
cancer center. The exenption in this section does not apply to the use
of construction materials, office equipnent, building equipnent,
adm ni strative supplies, or vehicles.

(2) The definitions in sections 401 and 402 of this act apply to
this section.

PART V
COMVERCI AL Al RPLANE MANUFACTURI NG

Sec. 501. RCW 82.04.4463 and 2003 2nd sp.s. ¢ 1 s 15 are each
anmended to read as foll ows:

(1) In conmputing the tax inposed under this chapter, a credit is
al l owed for property taxes paid during the cal endar year

(2) The credit is equal to:

(a)(i) Property taxes paid on new buildings, and |land upon which
this property is located, built after Decenber 1, 2003, and used
exclusively in manufacturing conercial airplanes or conponents of such
ai rpl anes; or
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(i1) Property taxes attributable to an increase in assessed val ue
due to the renovation or expansion, after Decenber 1, 2003, of a
buil ding used exclusively in manufacturing commercial airplanes or
conponents of such airplanes; and

(b) An_ anpbunt equal to property taxes paid on nmachinery and
equi pnent exenpt under RCW 82.08.02565 or 82.12.02565 ((used—+n

ol-anes—or—corponent s—o : olanes) )

and acquired after Decenber 1, 2003, nultiplied by a fraction. The
nunerator of the fraction is the total taxable anpbunt subject to the
tax i nposed under RCW 82.04.260(13) and the denom nator of the fraction
is the total taxable anmount subject to the tax inposed under all
manuf acturing classifications in chapter 82.04 RCWN required to be
reported on the person's returns for the calendar year before the
calendar year in which the credit under this section is earned. No
credit is available under this subsection (2)(b) if either the
nunerator or the denom nator of the fraction is zero. If the fraction
IS greater than or equal to nine-tenths, then the fraction is rounded
to one. For purposes of this subsection, "returns" neans the conbined
excise tax returns for the cal endar year.

(3) For the purposes of this section, "comercial passenger
ai rpl ane" and "conponent"” have the nmeanings given in RCW 82. 32. 550.

(4) A person taking the credit under this section is subject to al
the requirenents of chapter 82.32 RCW In addition, the person nust
report as required under RCW 82.32. 545. A credit earned during one
cal endar year may be carried over to be credited agai nst taxes incurred
in a subsequent cal endar year, but may not be carried over a second
year. No refunds may be granted for credits under this section.

(5) In addition to all other requirenents under this title, a
person taking the credit under this section nust report as required
under RCW 82. 32. 545.

(6) This section expires July 1, 2024.

PART Vi
AMPHI THEATERS

Sec. 601. RCW 82. 29A. 130 and 1999 c 165 s 21 are each anended to
read as foll ows:
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The followng |easehold interests shall be exenpt from taxes
i nposed pursuant to RCW 82. 29A. 030 and 82. 29A. 040:

(1) Al leasehold interests constituting a part of the operating
properties of any public utility which is assessed and taxed as a
public utility pursuant to chapter 84.12 RCW

(2) Al leasehold interests in facilities owned or wused by a
school, college or wuniversity which |easehold provides housing for
students and which is otherw se exenpt from taxation under provisions
of RCW 84. 36.010 and 84. 36. 050.

(3) Al leasehold interests of subsidized housing where the fee
ownership of such property is vested in the governnment of the United
States, or the state of Washington or any political subdivision thereof
but only if incone qualification exists for such housing.

(4) Al leasehold interests used for fair purposes of a nonprofit
fair association that sponsors or conducts a fair or fairs which
recei ve support fromrevenues collected pursuant to RCW67. 16. 100 and
all ocated by the director of the departnent of agriculture where the
fee ownership of such property is vested in the governnent of the
United States, the state of Wshington or any of its political
subdi vi si ons: PROVI DED, That this exenption shall not apply to the
| easehol d i nterest of any subl essee of such nonprofit fair association
if such |easehold interest would be taxable if it were the primry
| ease.

(5) Al leasehold interests in any property of any public entity
used as a residence by an enployee of that public entity who is
required as a condition of enploynent to live in the publicly owned
property.

(6) Al leasehold interests held by enrolled Indians of |ands owned
or held by any Indian or Indian tribe where the fee ownership of such
property is vested in or held in trust by the United States and which
are not subleased to other than to a |essee which would qualify
pursuant to this chapter, RCW 84.36.451 and 84. 40. 175.

(7) Al leasehold interests in any real property of any Indian or
I ndian tribe, band, or community that is held in trust by the United
States or is subject to a restriction against alienation inposed by the
United States: PROVIDED, That this exenption shall apply only where it
is determned that contract rent paid is greater than or equal to
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ninety percent of fair market rental, to be determned by the
departnent of revenue using the sane criteria used to establish taxable
rent in RCW 82.29A. 020(2)(b).

(8) All leasehold interests for which annual taxable rent is |ess
than two hundred fifty dollars per year. For purposes of this
subsection | easehold interests held by the sanme |essee in contiguous
properties owned by the sanme | essor shall be deened a single |easehold
i nterest.

(9) Al leasehold interests which give use or possession of the
| eased property for a continuous period of less than thirty days:
PROVI DED, That for purposes of this subsection, successive |eases or
| ease renewal s giving substantially continuous use of possession of the
sane property to the sane |essee shall be deened a single |easehold
interest: PROVIDED FURTHER, That no | easehold interest shall be deened
to give use or possession for a period of less than thirty days solely
by virtue of the reservation by the public |lessor of the right to use
the property or to allow third parties to use the property on an
occasi onal, tenporary basis.

(10) Al leasehold interests wunder nonth-to-nonth |leases in
residential units rented for residential purposes of the | essee pending
destruction or renoval for the purpose of constructing a public highway
or buil di ng.

(11) Al leasehold interests in any publicly owed real or personal
property to the extent such | easehold interests arises solely by virtue
of a contract for public inprovenents or work executed under the public
wor ks statutes of this state or of the United States between the public
owner of the property and a contractor.

(12) Al |easehold interests that give use or possession of state
adul t correctional facilities for the purposes of operating
correctional industries under RCW 72.09. 100.

(13) Al leasehold interests wused to provide organized and
supervi sed recreational activities for disabled persons of all ages in
a canp facility and for public recreational purposes by a nonprofit
organi zati on, association, or corporation that would be exenpt from
property tax under RCW 84.36.030(1) if it owned the property. |If the
publicly owned property is used for any taxable purpose, the | easehold
excise taxes set forth in RCW 82.29A 030 and 82.29A 040 shall be
i nposed and shall be apportioned accordingly.
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(14) Al leasehold interests in the public or entertai nnent areas
of a baseball stadium with natural turf and a retractable roof or
canopy that is in a county with a popul ation of over one mllion, that
has a seating capacity of over forty thousand, and that is constructed
on or after January 1, 1995. "Public or entertai nnent areas" include
ticket sales areas, ranps and stairs, |obbies and concourses, parking
areas, concession areas, restaurants, hospitality and stadium club
areas, kitchens or other work areas primarily servicing other public or
entertai nment areas, public rest room areas, press and nedia areas,
control booths, broadcast and production areas, retail sales areas,
museum and exhi bit areas, scoreboards or other public displays, storage
areas, |oading, staging, and servicing areas, seating areas and suites,
the playing field, and any other areas to which the public has access
or which are used for the production of the entertai nnent event or
ot her public usage, and any other personal property used for these

pur poses. "Public or entertainnent areas" does not include | ocker
roons or private offices exclusively used by the | essee.
(15) Al leasehold interests in the public or entertai nnent areas

of a stadium and exhibition center, as defined in RCW 36.102. 010, that
is constructed on or after January 1, 1998. For the purposes of this
subsection, "public or entertainnent areas" has the sane neaning as in
subsection (14) of this section, and includes exhibition areas.

(16) Al leasehold interests in public facilities districts, as
provided in chapter 36.100 or 35.57 RCW
(17) Al leasehold interests in the public or entertainnent areas

of an anphitheater if a private entity is responsible for one hundred
percent of the cost of constructing the anphitheater which is not
rei nbursed by the public owner, both the public owner and the private
| essee sponsor events at the facility on a regular basis, the |essee is
responsible under the |ease or agreenent to operate and maintain the
facility, and the anphitheater has a seating capacity of over seventeen
t housand reserved and general adnission seats and is in a county with
a popul ation of over three hundred fifty thousand, but less than four
hundred twenty-five thousand. For the purposes of this subsection,
"public or entertainnent areas" include box offices or other ticket
sales areas, entrance gates, ranps and stairs, |obbies and concourses,
parking areas, concession areas, restaurants, hospitality areas,
kitchens or other work areas primarily servicing other public or
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entertainnent areas, public rest room areas, press and nedia areas,
control booths, broadcast and production areas, retail sales areas,
museum and exhi bit areas, scoreboards or other public displays, storage

areas, |l oading, staging, and servicing areas, seating areas including
| awn seating areas and suites, stages, and any other areas to which the

public has access or which are used for the production of the
entertainnent event or other public usage, and any other personal
property used for these purposes. "Public or entertainnment areas" does
not include office areas used predom nately by the | essee.

PART VI |
H STORI C AUTOMOBI LE MUSEUM

NEW SECTION. Sec. 701. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) The governing board of a nonprofit organization, corporation,
or association may apply for deferral of taxes on an eligible project.
Application shall be nmade to the departnent in a form and manner
prescribed by the departnent. The application shall contain
information regarding the | ocation of the project, estimted or actual
costs of the project, tinme schedules for conpletion and operation of
the project, and other information required by the departnent. The
departnment shall rule on the application within sixty days. Al
applications for the tax deferral under this section nust be received
no | ater than Decenber 31, 2008.

(2) The departnent shall issue a sales and use tax deferral
certificate for state and | ocal sales and use taxes due under chapters
82.08, 82.12, and 82.14 RCWon each eligible project.

(3) The nonprofit organization, corporation, or association shal
begin paying the deferred taxes in the fifth year after the date
certified by the departnent as the date on which the eligible project
is operationally conplete. The first paynment is due on Decenber 31st
of the fifth cal endar year after such certified date, with subsequent
annual paynents due on Decenber 31st of the follow ng nine years. Each
paynment shall equal ten percent of the deferred tax.

(4) The departnent may authorize an accel erated repaynent schedul e
upon request of the nonprofit or gani zati on, cor porati on, or
associ ati on.
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(5) Except as provided in subsection (6) of this section, interest
shall not be charged on any taxes deferred under this section for the
period of deferral. The debt for deferred taxes is not extinguished by
i nsol vency or other failure of the nonprofit organization, corporation,
or associ ation.

(6) If the project is not operationally conplete within five
cal endar years fromissuance of the tax deferral or if at any tinme the
departnment finds that the project is not eligible for tax deferral
under this section, the anount of deferred taxes outstanding for the

project shall be imediately due and payable. |If deferred taxes nust
be repaid under this subsection, the departnent shall assess interest,
but not penalties, on anmobunts due under this subsection. | nt er est

shall be assessed at the rate provided for delinquent taxes under this
chapter, retroactively to the date of deferral, and shall accrue until
the deferred taxes due are repaid.

(7) Applications and any other information received by the
departnent of revenue under this section are not confidential under RCW
82.32.330. This chapter applies to the admnistration of this section.

(8) This section applies to taxable eligible project activity that
occurs on or after July 1, 2007.

(9) The following definitions apply to this section:

(a) "Eligible project” neans a project that is used primarily for
a historic autonobile nuseum

(b) "H storic autonobile nuseunt nmeans a facility owned and
operated by a nonprofit organi zation, corporation, or association that
is used to maintain and exhibit to the public a collection of at |east
five hundred notor vehicles.

(c) "Nonprofit organization, corporation, or association" neans an
organi zation, corporation, or association exenpt fromtax under section
501(c) (3), (4), or (10) of the federal internal revenue code (26
U S.C Sec. 501(c) (3), (4), or (10)).

(d) "Project"™ mneans the construction of new structures, the
acqui sition and installation of fixtures that are permanently affixed
to and become a physical part of those structures, and site
pr eparati on. For purposes of this subsection, structures do not
include parking facilities used for notor vehicles that are not on
di splay or part of the nmuseum collection.
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(e) "Site preparation” includes soil testing, site clearing and
grading, denolition, or any other related activities that are initiated
bef ore construction. Site preparation does not include |andscaping
services or |andscaping materi al s.

PART VI ||
NURSI NG HOVES

Sec. 801. RCW 82.71.020 and 2003 1st sp.s. ¢ 16 s 2 are each
anmended to read as foll ows:

(1) In addition to any other tax, a quality maintenance fee is
i nposed on every operator of a nonexenpt nursing facility in this
state. The quality mai ntenance fee shall be.

(a) Six dollars and fifty cents per patient day through June 30,
2005;

(b) Five dollars and twenty-five cents per patient day for the
period July 1, 2005, through June 30, 2007;

(c) Three dollars per patient day for the period July 1, 2007
t hrough June 30, 2009; and

(d) One dollar and fifty cents per patient day for the period July
1, 2009, through June 30, 2011.

(2) Each operator of a nonexenpt nursing facility shall file a
return with the departnent on a nonthly basis. The return shall
i ncl ude the foll ow ng:

(a) The nunber of patient days for nonexenpt nursing facilities
operated by that person in that nonth; and

(b) Remttance of the nonexenpt nursing facility operator's quality
mai nt enance fee for that nonth.

(3) This section expires July 1, 2011.

Sec. 802. 2003 1st sp.s. ¢ 16 s 6 (uncodified) is anended to read
as follows:

(1) ((Seetions—3tthrough-5ofthis—aet)) RCWS82.71.010, 82.71.020,
82.71.030, 74.46.091, and 74.46.535 shall expire on the effective date
that federal nedicaid matching funds are substantially reduced or that
a federal sanction is inposed due to the quality mai ntenance fee under
((seetion2ofthis—aet)) RCW82.71. 020, as such date is certified by
the secretary of social and health services.
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(2) The expiration of ((seetieons—tthrough—5of this—aet)) RCW
82.71.010, 82.71.020, 82.71.030, 74.46.091, and 74.46.535 shall not be

construed as affecting any existing right acquired or liability or
obligation incurred under those sections or under any rule or order
adopted wunder those sections, nor as affecting any proceeding
instituted under those sections.

PART | X
COMVERCI AL DI STRI CT REVI TALI ZATI ON

NEW SECTION. Sec. 901. (1) The legislature finds:

(a) The continued economc vitality of downtown and nei ghborhood
commercial districts in our state's cities is essential to community
preservation, social cohesion, and econom c grow h;

(b) I'n recent years there has been a deterioration of downtown and
nei ghborhood comercial districts in both rural and urban comunities
due to a shifting popul ation base, changes in the marketplace, and
greater conpetition from suburban shopping nalls, discount centers, and
busi ness transacted through the internet;

(c) This decline has eroded the ability of businesses and property
owners to renovate and enhance their commercial and residential
properties; and

(d) Business owners in these districts need to naintain their |oca
economes in order to provide goods and services to adjacent residents,
to provide enploynent opportunities, to avoid disinvestnent and
econom c dislocations, and to develop and sustain downtown and
nei ghbor hood comrercial district revitalization prograns to address
t hese probl ens.

(2) It is the intent of the legislature to establish a programto:

(a) Wrk in partnership with these organi zati ons;

(b) Provide technical assistance and training to | ocal governnents,
busi ness organi zati ons, downtown and nei ghborhood commercial district
organi zati ons, and business and property owners to acconplish community
and econom c revitalization and devel opnent of business districts; and

(c) Certify a downtown or neighborhood comercial district
organi zation's use of avail able tax incentives.
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NEW SECTION. Sec. 902. Unless the context clearly requires
otherwise, the definitions in this section apply throughout this
chapter.

(1) "Applicant” nmeans a person applying for a tax credit under this
chapter.

(2) "Contribution" neans cash contributions.

(3) "Departnment” neans the departnent of revenue.

(4) "Person" has the neaning given in RCW 82.04. 030.

(5) "Program means a nonprofit organi zation under internal revenue
code sections 501(c)(3) or 501(c)(6), wth the sole mssion of
revitalizing a dowmtown or nei ghborhood commercial district area, that
is designated by the departnment of community, trade, and economc
devel opment as described in sections 908 through 912 of this act.

(6) "Main street trust fund" neans the departnent of conmmunity,
trade, and econom c devel opnent's main street trust fund account under
section 912 of this act.

NEW SECTION. Sec. 903. (1) Application for tax credits under this
chapter nust be nade to the departnent before naking a contribution to
a programor the main street trust fund. The application shall be nade
to the departnent in a form and manner prescribed by the departnent.
The application shall contain information regarding the proposed anount
of contribution to a programor the main street trust fund, and other
information required by the departnent to determne eligibility under
this act. The departnent shall rule on the application within forty-
five days. Applications shall be approved on a first-conme basis.

(2) The person nust make the contribution described in the approved
application by the end of the cal endar year in which the application is
approved to claima credit allowed under section 904 of this act.

(3) The departnment shall not accept any applications before January
1, 2006.

NEW SECTION. Sec. 904. (1) Subject to the limtations in this
chapter, a credit is allowed against the tax i nposed by chapters 82.04
and 82.16 RCW for approved contributions that are nade by a person to
a programor the main street trust fund.

(2) The credit allowed under this sectionis limted to an anount
equal to:
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(a) Seventy-five percent of the approved contribution nade by a
person to a prograny or

(b) Fifty percent of the approved contribution made by a person to
the main street trust fund.

(3) The departnment nmay not approve credit with respect to a program
in a city or towmn with a population of one hundred ninety thousand
persons or nore.

(4) The departnment shall keep a running total of all credits
approved under this chapter for each cal endar year. The depart nent
shall not approve any credits under this section that woul d cause the
total anopunt of approved credits statewide to exceed one mllion five
hundred thousand dollars in any cal endar year.

(5) The total credits allowed under this chapter for contributions
made to each program may not exceed one hundred thousand dollars in a
cal endar year. The total credits allowed under this chapter for a
person may not exceed two hundred fifty thousand dollars in a cal endar
year.

(6) The credit nmay be clainmed against any tax due under chapters
82.04 and 82.16 RCWonly in the cal endar year inmmedi ately foll ow ng the
cal endar year in which the credit was approved by the departnent and
the contribution was nade to the programor the main street trust fund.
Credits nmay not be carried over to subsequent years. No refunds may be
granted for credits under this chapter.

(7) The total amount of the credit clainmed in any cal endar year by
a person may not exceed the |esser amount of the approved credit, or
seventy-five percent of the amobunt of the contribution that is made by
the person to a program and fifty percent of the anount of the
contribution that is nmade by the person to the main street trust fund,
in the prior cal endar year.

NEW SECTION. Sec. 905. To claima credit under this chapter, a
person must electronically file with the departnent all returns, fornms,
and other information the departnent requires in an el ectronic format
as provided or approved by the departnent. Any return, form or
information required to be filed in an electronic format under this
section is not filed until received by the departnment in an electronic

format. As used in this subsection, "returns" has the sane neani ng as
"return” in RCW82. 32. 050.
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NEW SECTION. Sec. 906. The departnent of community, trade, and
econom ¢ devel opnent shall provide information to the departnent to
adm ni ster this chapter, including a |ist of designated prograns that
shal | be updated as necessary.

NEW SECTI ON.  Sec. 907. Chapter 82.32 RCW applies to the
adm ni stration of this chapter.

NEW SECTION. Sec. 908. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Area" neans a geographic area within a | ocal governnent that
is described by a closed perineter boundary.

(2) "Departnment" neans the department of community, trade, and
econom ¢ devel opnent .

(3) "Director"” neans the director of the departnent of community,
trade, and econom c devel opnent.

(4) "Local governnment" neans a city, code city, or town.

(5) "Qualified |levels of participation” neans a | ocal downtown or
nei ghbor hood commercial district revitalization program that has been
desi gnated by the departnent.

NEW SECTION. Sec. 909. The Wshington nain street program is
created within the departnent. In order to inplenent the WAshi ngton
mai n street program the departnent shall:

(1) Provide technical assistance to businesses, property owners,
organi zations, and |ocal governnents wundertaking a conprehensive
downt own or nei ghborhood commercial district revitalization initiative
and managenent strategy. Technical assistance may include, but is not
limted to, initial site evaluations and assessnents, training for
| ocal progranms, training for local program staff, site visits and
assessnents by technical specialists, |ocal program design assistance
and eval uation, and continued |ocal programon-site assistance;

(2) To the extent funds are mmde avail able, provide financial
assistance to |local governnents or |ocal organizations to assist in
initial downtown or neighborhood commercial district revitalization
program start-up costs, specialized training, specific project
feasibility studies, market studies, and design assistance;
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(3) Develop objective criteria for selecting recipients of
assi stance under subsections (1) and (2) of this section, which shal
include priority for downtown or neighborhood conmmercial district
revitalization progranms located in a rural county as defined in RCW
43. 160. 020(12), and provide for designation of |ocal prograns under
section 910 of this act;

(4) Operate the Washington nmain street programin accordance with
the plan developed by the departnent, in consultation wth the
Washi ngton main street advisory commttee created under section 911 of
this act; and

(5) Consider other factors the departnment deens necessary for the
i npl enmentation of this chapter.

NEW SECTION. Sec. 910. (1) The departnent shall adopt criteria
for the designation of |ocal downtown or neighborhood comerci al
district revitalization prograns and official local main street
progranms. In establishing the criteria, the departnent shall consider

(a) The degree of interest and commtnent to conprehensive downt own
or nei ghborhood commerci al district revitalization and, wher e
applicable, historic preservation by both the public and private
sectors;

(b) The evidence of potential private sector investnent in the
downt own or nei ghbor hood comrercial district;

(c) \Where applicable, a downtown or neighborhood conmerci al
district wwth sufficient historic fabric to becone a foundation for an
enhanced community i nmage;

(d) The capacity of the organization to undertake a conprehensive
program and the financial commtnent to inplenent a | ong-term downt own
or neighborhood comercial district revitalization program that
includes a commtnent to enploy a professional program manager and
mai ntain a sufficient operating budget;

(e) The departnent's existing downtown revitalization programs
tier system

(f) The national main street center's criteria for designating
official main street cities; and

(g0 Oher factors the departnment deens necessary for the
designation of a |ocal program

p. 41 ESHB 2314. SL



©O© 00 N O Ol WDN P

[ S N
a A WO N R O

16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

(2) The departnment shall designate |ocal downtown or nei ghborhood
commercial district revitalization prograns and official |ocal main
street prograns. The prograns shall be limted to three categories of
desi gnation, one of which shall be the main street |evel.

(3) Section 902 of this act does not apply to any |ocal downtown or
nei ghbor hood comrercial district revitalization program unless the
boundaries of the program have been identified and approved by the
depart nment. The boundaries of a l|ocal downtown or neighborhood
commercial district revitalization programare typically defined using
the pedestrian core of a traditional comrercial district.

(4) The departnment nmay not designate a |ocal downtown or
nei ghbor hood comercial district revitalization program or official
local main street program if the program is undertaken by a |oca
government with a popul ati on of one hundred ninety thousand persons or
nor e.

NEW SECTION. Sec. 911. (1) The Washington main street advisory
commttee is created wthin the departnent. The nmenbers of the
advi sory conmttee are appointed by the director and consist of:

(a) The director, or the director's designee, who shall serve as
chair;

(b) Two representatives fromlocal governnents;

(c) Five representatives fromexisting |local main street prograns
or downt own and nei ghbor hood commercial district prograns including a
conbi nation of staff, property owners, and busi ness owners; and

(d) One representative from the Washington trust for historic
preservation.

(2) The departnent shall develop a plan for the Washington main
street program in consultation with the Wshington nmain street
advi sory conmttee. The plan nust descri be:

(a) The objectives and strategies of the Washington main street
program

(b) How the Washington main street programw || be coordinated with
existing federal, state, local, and private sector business devel opnent
and historic preservation efforts;

(c) The nmeans by which private investnent will be solicited and
enpl oyed;
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(d) The methods of selecting and providing assistance to
participating |local prograns; and

(e) A neans to solicit private contributions for state and |oca
operations of the Washington main street program

NEW SECTION. Sec. 912. The Washington main street trust fund
account is created in the state treasury. Al receipts fromprivate
contributions, federal funds, |egislative appropriations, and fees for
services, if levied, nust be deposited into the account. Expenditures
fromthe account may be used only for the operation of the Washi ngton
mai n street program

PART X
H GH TECHNOLOGY BUSI NESSES

NEW SECTION. Sec. 1001. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) If the departnent finds that the failure of a taxpayer to file
an annual survey under RCW 82.04. 4452 by the due date was the result of
ci rcunst ances beyond the control of the taxpayer, the departnent shal
extend the tinme for filing the survey. Such extension shall be for a
period of thirty days fromthe date the departnent issues its witten
notification to the taxpayer that it qualifies for an extension under
this section. The departnent may grant additional extensions as it
deens proper.

(2) I'n making a determ nati on whether the failure of a taxpayer to
file an annual survey by the due date was the result of circunstances
beyond the control of the taxpayer, the departnment shall be gui ded by
rules adopted by the departnment for the waiver or cancellation of
penal ti es when the underpaynent or untinely paynment of any tax was due
to circunstances beyond the control of the taxpayer.

NEW SECTI ON. Sec. 1002. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) Persons required to file surveys under RCW 82.04.4452 nust
electronically file wwth the departnent all surveys, returns, and any
other forms or information the departnment requires in an electronic
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format as provided or approved by the departnent, unless the departnent
grants relief under subsection (2) of this section. As used in this
section, "returns" has the same neaning as "return” in RCW 82.32. 050.

(2) Upon request, the departnent may relieve a person of the
obligations in subsection (1) of this section if the person's taxes
have been reduced a cunul ative total of |ess than one thousand dollars
from all of the credits, exenptions, or preferential business and
occupation tax rates, for which a person is required to file an annual
survey under RCW 82.04. 4452, 82. 32. 535, 82. 32. 545, 82. 32. 570,
82.32.560, 82.60.070, or 82.63.020.

(3) Persons who no longer qualify for relief under subsection (2)
of this section will be notified in witing by the departnent and nust
conply with subsection (1) of this section by the date provided in the
noti ce.

(4) Any survey, return, or any other formor information required
to be filed in an electronic format wunder subsection (1) of this
section is not filed until received by the departnment in an electronic
format.

Sec. 1003. RCW 82.04.4452 and 2004 ¢ 2 s 2 are each anended to
read as foll ows:

(1) In conputing the tax inposed under this chapter, a credit is
al l oned for each person whose research and devel opnent spendi ng during
the year in which the credit is clained exceeds 0.92 percent of the
person's taxable amount during the sane cal endar year

(2) The credit shall be cal cul ated as foll ows:

(a) Determ ne the greater of the anmount of qualified research and
devel opment expenditures of a person or eighty percent of anounts
received by a person other than a public educational or research
institution in conpensation for the conduct of qualified research and
devel opnent ;

(b) Subtract 0.92 percent of the person's taxable anmount fromthe
anount determ ned under (a) of this subsection;

(c) Multiply the amount determ ned under (b) of this subsection by

(( y ROW-82 04260

ether—person)) the follow ng:
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(i) For the period June 10, 2004, through Decenber 31, 2006, the
person's average tax rate for the calendar year for which the credit is
cl ai ned;

(ii) For the calendar year ending Decenber 31, 2007, the greater of
the person's average tax rate for that calendar year or 0.75 percent;

(ii1i) For the calendar year ending Decenber 31, 2008, the greater
of the person's average tax rate for that calendar year or 1.0 percent;

(iv) For the cal endar year ending Decenber 31, 2009, the greater of
the person's average tax rate for that calendar year or 1.25 percent;

(v) For the calendar year ending Decenber 31, 2010, and thereafter,
1.50 percent.

For purposes of calculating the credit, if a person's reporting

period is less than annual, the person may use an estimated average tax
rate for the calendar year for which the credit is clained by using the
person's average tax rate for each reporting period. A person who uses
an _estimated average tax rate nust make an adjustnent to the tota
credit clained for the calendar year using the person's actual average
tax rate for the calendar year when the person files its last return
for the calendar year for which the credit is clained.

(3) Any person entitled to the credit provided in subsection (2) of
this section as a result of qualified research and devel opnment
conduct ed under contract may assign all or any portion of the credit to
the person contracting for the performance of the qualified research
and devel opnent .

(4) The credit, including any credit assigned to a person under
subsection (3) of this section, shall be ((taker)) clained against
taxes due for the sane calendar year in which the qualified research
and devel opnent expenditures are incurred. The credit, including any
credit assigned to a person under subsection (3) of this section, for
each cal endar year shall not exceed the |lesser of two mllion dollars
or the anpbunt of tax otherw se due under this chapter for the cal endar
year.

(5) For any person ((taking)) claimng the credit, including any
credit assigned to a person under subsection (3) of this section, whose
research and devel opnent spendi ng during the cal endar year in which the
credit is clained fails to exceed 0.92 percent of the person's taxable

anount during the sane cal endar year ((shat—betiableforpayrent—of
the—addit+oenal)) or who is otherwise ineligible, the departnent shall
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declare the taxes ((represented—by—the—armpunt—of)) against which the
credit ((taken—together—wth)) was clained to be imediately due and

payable. The departnent shall assess interest, but not penalties, on
the taxes against which the credit was clained. Interest shall be
((edue)) assessed at the rate provided for delinguent excise taxes under
chapter 82.32 RCW retroactively to the date the credit was ((taken
shtH—the—taxes—are—patd)) clainmed, and shall accrue until the taxes
agai nst which the credit was clained are repaid. Any credit assigned
to a person under subsection (3) of this section that is disallowed as
a result of this section may be ((taken)) clainmed by the person who
performed the qualified research and devel opnent subject to the
limtations set forth in subsection (4) of this section.

A)) (a) The | egi sl ature finds t hat accountability and
ef fectiveness are inportant aspects of setting tax policy. In order to
make policy choices regarding the best use of limted state resources
the | egislature needs information on how a tax incentive is used.

(b) A person claimng the credit shall ((agreete)) file a conplete

((an)) annual survey with the departnent. ((Fre—arnruval—survey—is—in

Ll I | I I I . 5 : hi
seet+oen—)) The survey is due by March 31st follow ng any year in which

a credit is ((taken)) clained. The departnent may extend the due date
for tinmely filing of annual surveys under this section as provided in
section 1001 of this act. The survey shall include the anount of the
tax credit ((t+aken)) clained, the qualified research and devel opnent
expenditures during the calendar year for which the credit is clained,
the taxable anpbunt during the calendar year for which the credit is
clainmed, the nunber of new products or research projects by genera
classification, ((and)) the nunber of trademarks, patents, and
copyrights associated with the research and devel opnent activities for
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which a credit was ((taken)) clained, and whether the credit has been
assigned under subsection (3) of this section and who assigned the
credit. The survey shall also include the following information for
enpl oynent positions in WAshi ngton:

(i) The nunber of total enploynent positions;

(ii) Full-time, part-tinme, and tenporary enploynent positions as a
percent of total enploynent;

(ii1) The nunber of enpl oynent positions according to the follow ng
wage bands: Less than thirty thousand dollars; thirty thousand dollars
or greater, but less than sixty thousand dollars; and sixty thousand
dollars or greater. A wage band containing fewer than three
i ndi vi dual s may be conbi ned w th anot her wage band; and

(iv) The nunber of enploynent positions that have enpl oyer-provi ded
medi cal , dental, and retirenent benefits, by each of the wage bands.

(c) The departnment may request additional information necessary to
measure the results of the tax credit program to be submtted at the
sanme tinme as the survey.

(d)(@) Al information collected under this subsection, except the
anount of the tax credit ((taken)) clained, is deened taxpayer
information under RCW 82.32.330 ((and—+s—net—diselosable)).
Information on the anpunt of tax credit ((taker)) clainmed is not
subject to the confidentiality provisions of RCW82.32.330 and may be
di sclosed to the public upon request, except ((t+hat)) as provided in
this subsection (6)(d). If the anount of the tax credit as reported on
the survey is different than the anpunt actually clained on the
taxpayer's tax returns or otherwise allowed by the departnent, the
anmount actually clainmed or allowed may be discl osed.

(ii) Persons ((taking)) for whom the actual anpunt of the tax
credit claimed on the taxpayer's returns or otherwi se allowed by the
departnent is |less than ten thousand doll ars ((ef—eredit)) during the
period covered by the survey may request the departnent to treat the
tax credit anmount as confidential under RCW 82.32. 330.

(e) If a person fails to file a conplete ((t+he)) annual survey
requi red under this subsection with the departnent by the due date or
any extension under section 1001 of this act, the person entitled to
the credit provided in subsection (2) of this section is not eligible
to ((take)) claimor assign the credit provided in subsection (2) of
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this section in the year the person failed to tinely file a conplete
((t+he)) survey.

((68)»)) (7)) The departnent shall use the information from
subsection ((€A)) (6) of this section to prepare sunmary descriptive
statistics by category. No fewer than three taxpayers shall be
included in any category. The departnent shall report these statistics
to the legislature each year by Septenber 1st.

((69)) (8) The departnent shall use the information from
subsection ((£A)) (6) of this section to study the tax credit program
aut horized under this section. The departnent shall report to the
| egi slature by Decenber 1, 2009, and Decenber 1, 2013. The reports
shal | nmeasure the effect of the programon job creation, the nunber of
jobs created for Washi ngton residents, conpany growth, the introduction
of new products, the diversification of the state's econony, growh in
research and devel opnent investnent, the novenent of firnms or the
consolidation of firnms' operations into the state, and such other
factors as the departnent selects.

((283)) (9) For the purpose of this section:

(a) "Average tax rate" nmeans a person's total tax liability under

this chapter for the ((+eperting—perioed)) calendar year for which the

credit is clainmed divided by the taxpayer's total taxable ((+reere))
amount under this chapter for the ((+eperting—period)) calendar year
for which the credit is clained.

(b) "Qualified research and developnent expenditures" neans
oper ati ng expenses, including wages, conpensation of a proprietor or a
partner in a partnership as determned under rules adopted by the
departnent, benefits, supplies, and conputer expenses, directly
incurred in qualified research and devel opnent by a person claimng the
credit provided in this section. The term does not include anounts
paid to a person other than a public educational or research
institution to conduct qualified research and devel opnent. Nor does
the terminclude capital costs and overhead, such as expenses for | and,
structures, or depreciable property.

(c) "Qualified research and developnent” shall have the sane
meani ng as in RCW 82. 63. 010.

(d) "Research and devel opnent spending"” neans qualified research
and devel opnent expenditures plus eighty percent of anobunts paid to a
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person other than a public educational or research institution to
conduct qualified research and devel opnent.

(e) "Taxable amobunt” neans the taxable anpbunt subject to the tax
inposed in this chapter required to be reported on the person's
conbi ned excise tax returns ((durng)) for the cal endar year ((+r)) for
which the credit is clained, |ess any taxable anount for which a credit
is allowed under RCW 82. 04. 440.

((2H)) (10) This section expires January 1, 2015.

NEW SECTION. Sec. 1004. (1) A person who owes additional tax as
a result of section 1003(9)(a), chapter ..., Laws of 2005 (section
1003(9)(a) of this act) is |liable for interest, but not penalties as
provided in RCW 82.32.090 (1) and (2), if the entire additional tax
liability is paid in full to the departnment of revenue before January
1, 2006. Interest shall be assessed at the rate provided for
del i nquent excise taxes under chapter 82.32 RCW retroactively to the
date the credit was clainmed, and shall accrue until the additional tax

is repaid.
(2) Persons who fail to repay the full anmount of additional tax
owed as a result of section 1003(9)(a), chapter ..., Laws of 2005

(section 1003(9)(a) of this act) before January 1, 2006, are subject to
all applicable penalties and interest as provided in chapter 82.32 RCW
on the additional tax owing after Decenber 31, 2005.

(3) This section expires Decenber 31, 2010.

PART Xi
EDUCATI ON FUNDI NG

NEW SECTION.  Sec. 1101. A new section is added to chapter 83. 100
RCWto read as foll ows:

The education |legacy trust account is created in the state
treasury. NMoney in the account may be spent only after appropriation.
Expenditures from the account may be used only for deposit into the
student achi evenent fund and for expandi ng access to hi gher education
through funding for new enrollnments and financial aid, and other
educati onal inprovenent efforts.
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NEW SECTION.  Sec. 1102. A new section is added to chapter 82.24
RCWto read as foll ows:

(1) In addition to the tax inposed upon the sale, use, consunption,
handl i ng, possession, or distribution of cigarettes set forth in RCW
82.24.020, there is inposed a tax in an anpunt equal to the rate of
thirty mlls per cigarette.

(2) The revenue collected under this section shall be deposited as
fol | ows:

(a) 21.7 percent shall be deposited into the health services
account .

(b) 2.8 percent shall be deposited into the general fund.

(c) 2.3 percent shall be deposited into the violence reduction and
drug enforcenent account under RCW 69.50. 520.

(d) 1.7 percent shall be deposited into the water quality account
under RCW 70. 146. 030.

(e) The reminder shall be deposited into the education |egacy
trust account.

NEW SECTION. Sec. 1103. A new section is added to chapter 28A. 505
RCWto read as foll ows:

(1) Total distributions fromthe student achi evenent fund to each
school district shall be based upon the average nunber of full-tine
equi val ent students in the school district during the previous school
year as reported to the office of the superintendent of public
instruction by August 31st of the previous school year.

(2) The allocation rate per full-tinme equival ent student shall be
three hundred dollars in the 2005-06 school year, three hundred
seventy-five dollars in the 2006-07 school year, and four hundred fifty
dollars in the 2007-08 school year. For each subsequent school year
the anmount allocated per full-tinme equival ent student shall be adjusted
for inflation as defined in RCW43.135.025(8). These allocations per
full-tinme equival ent student fromthe student achi evenent fund shall be
supported fromthe foll ow ng sources:

(a) Distributions fromstate property tax proceeds deposited into
t he student achi evenent fund under RCW 84.52.068; and

(b) Distributions fromthe education | egacy trust account created
in section 1101 of this act.
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(3) Any funds deposited in the student achi evenent fund under RCW
43.135. 045 shall be allocated to school districts on a one-tine basis
using a rate per full-time equivalent student. These funds are
provided in addition to any anounts allocated in subsection (2) of this
section.

(4) The school district annual anounts as defined in subsection (2)
of this section shall be distributed on the nonthly apportionnment
schedul e as defined i n RCW 28A. 510. 250.

Sec. 1104. RCW 84.52.068 and 2003 1st sp.s. ¢ 19 s 1 are each
anmended to read as foll ows:

(1) A portion of the proceeds of the state property tax |evy shal
be ((di | | hool__di . : I w I 3
deposited into the student achievenent fund as provided in this

section.

(2) (a) The amount of the ((d&st++but+onto—-eachschool—distriet))
deposit shall be based upon the average nunber of full-tinme equival ent
students in the school districts during the previous school year((;—and

year—

B)y)) as reported to the office of the superintendent of public
instruction by August 31st of the previous school year.

(b) For the 2004-2005 through 2007-2008 school years, an annua
anmount equal to two hundred fifty-four dollars per full-tine equival ent
student in all school districts shall be deposited in the student
achi evenent fund ((te—be—distributedtoeachschool—distriet—basedon

. L val lent_
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(c) For the 2008-2009 school vyear, an annual anount equal to two

hundred sixty-five dollars per full-tinme equivalent student in all

school districts shall be deposited in the student achi evenent fund.

(d) For the 2009-2010 school vyear, an annual amunt equal to two
hundr ed seventy-seven dollars per full-tine equivalent student in al

school districts shall be deposited in the student achi evenent fund.

(e) For the school vyear 2010-2011 and each vyear thereafter, an
annual anmount equal to two hundred seventy-eight dollars per full-tine

equi val ent student in all school districts shall be deposited in the

student achi evenent fund.

ESHB 2314. SL p. 52



D 01 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

(f) The school district annual anounts ((as—def+hredi+n—subseetion
2)—oet—this—seetion)) shall be ((distrbuted)) deposited based on the
mont hl y apportionnment schedule as defined in RCW 28A.510. 250. The
office of the superintendent of public instruction shall notify the
departnent of the nonthly anpbunts to be deposited into the student
achi evenment fund to neet the apportionnent schedul e ((éist+butioens)).

Sec. 1105. RCW43.84.092 and 2005 c . . . (SSB 5775) s 4 are each
anmended to read as foll ows:

(1) Al earnings of investnments of surplus balances in the state
treasury shall be deposited to the treasury inconme account, which
account is hereby established in the state treasury.

(2) The treasury incone account shall be utilized to pay or receive
funds associated with federal prograns as required by the federal cash
managenent i nprovenent act of 1990. The treasury incone account is
subject in all respects to chapter 43.88 RCW but no appropriation is
required for refunds or allocations of interest earnings required by
the cash managenent | nprovenent act. Refunds of interest to the
federal treasury required under the cash managenent i nprovenent act
fall wunder RCW 43.88.180 and shall not require appropriation. The
of fice of financial managenent shall determ ne the anobunts due to or
fromthe federal governnent pursuant to the cash nmanagenent i nprovenent
act. The office of financial managenent may direct transfers of funds
bet ween accounts as deemed necessary to inplenent the provisions of the
cash managenent inprovenent act, and this subsection. Ref unds or
all ocations shall occur prior to the distributions of earnings set
forth in subsection (4) of this section.

(3) Except for the provisions of RCW43.84.160, the treasury incone
account may be utilized for the paynent of purchased banki ng services
on behalf of treasury funds including, but not limted to, depository,
saf ekeepi ng, and disbursenent functions for the state treasury and
af fected state agencies. The treasury incone account is subject in al
respects to chapter 43.88 RCW but no appropriation is required for
paynments to financial institutions. Paynments shall occur prior to
distribution of earnings set forth in subsection (4) of this section.

(4) Monthly, the state treasurer shall distribute the earnings
credited to the treasury incone account. The state treasurer shall
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credit the general fund with all the earnings credited to the treasury
i ncone account except:

(a) The followng accounts and funds shall receive their
proportionate share of earnings based upon each account's and fund's
average daily balance for the period: The capitol building

construction account, the Cedar R ver channel construction and
operation account, the Central Washington University capital projects
account, the charitable, educat i onal , penal and reformatory
institutions account, the common school construction fund, the county
crimnal justice assistance account, the county sales and use tax
equal i zation account, the data processing building construction
account, the deferred conpensation adm nistrative account, the deferred
conpensation principal account, the departnent of retirenent systens
expense account, the drinking water assistance account, the drinking
wat er assi stance adm ni strative account, the drinking water assistance
repaynent account, the Eastern Washington University capital projects
account, the education construction fund, the education |egacy trust
account the election account, the -energency reserve fund, The
Evergreen State College capital projects account, the federal forest
revolving account, the health services account, the public health
services account, the health system capacity account, the personal
health services account, the state higher education construction
account, the higher education construction account, the highway
infrastructure account, the industrial insurance premum refund

account, the judges' retirenent account, the judicial retirenent
adm ni strative account, the judicial retirenent principal account, the
| ocal | easehold excise tax account, the local real estate excise tax
account, the local sales and use tax account, the nedical aid account,
the nmobile honme park relocation fund, the nultinodal transportation
account, the nunicipal crimnal justice assistance account, the
muni ci pal sal es and use tax equalization account, the natural resources
deposit account, the oyster reserve |and account, the perpetual
surveill ance and mai nt enance account, the public enployees' retirenent
system plan 1 account, the public enployees' retirenent system conbi ned
plan 2 and plan 3 account, the public facilities construction |oan
revol ving account beginning July 1, 2004, the public health
suppl enental account, the Puyallup tribal settlenent account, the
regional transportation investnment district account, the resource

ESHB 2314. SL p. 54



© 00 N O Ol WDN P

W W W W W W W W WNDNDNDNDDDNDNDNDNDNMDNMNDNNNMNMNdMNMNPEPEPPRPPRPPRPERPPRPRPRPRPRERPR
00 NOoO Ol WNPEFP O OOOWWNO O M WDNPEPOOOOWONOOOOGPM~AWNDNLPELO

managenent cost account, the site closure account, the small city
pavenent and sidewal k account, the special wldlife account, the state
enpl oyees' insurance account, the state enployees' insurance reserve
account, the state investnent board expense account, the state
i nvestment board commngled trust fund accounts, the supplenental
pensi on account, the Tacoma Narrows toll bridge account, the teachers
retirement system plan 1 account, the teachers' retirement system
conbi ned plan 2 and plan 3 account, the tobacco prevention and contr ol
account, the tobacco settlenent account, the transportation
infrastructure account, the tuition recovery trust fund, the University
of Washington bond retirenent fund, the University of Washington
bui |l di ng account, the volunteer fire fighters' and reserve officers’
relief and pension principal fund, the volunteer fire fighters' and
reserve officers’ admnistrative fund, the Washington fruit express
account, the Wshington judicial retirenent system account, the
Washi ngton | aw enforcenent officers' and fire fighters' systemplan 1
retirement account, the Washington | aw enforcenent officers' and fire
fighters' system plan 2 retirenment account, the Wshington school
enpl oyees' retirenent system conbined plan 2 and 3 account, the
Washi ngton state health insurance pool account, the Washington state
patrol retirenment account, the Wshington State University building
account, the Washington State University bond retirenment fund, the
water pollution control revolving fund, and the Wstern Wshington
Uni versity capital projects account. Ear ni ngs derived frominvesting
bal ances of the agricultural permanent fund, the normal school
permanent fund, the permanent common school fund, the scientific
permanent fund, and the state wuniversity permanent fund shall be
all ocated to their respective beneficiary accounts. Al earnings to be
di stributed under this subsection (4)(a) shall first be reduced by the
allocation to the state treasurer's service fund pursuant to RCW
43. 08. 190.

(b) The follow ng accounts and funds shall receive eighty percent
of their proportionate share of earnings based upon each account's or
fund's average daily bal ance for the period: The aeronautics account,
the aircraft search and rescue account, the county arterial
preservation account, the departnent of |icensing services account, the
essential rail assistance account, the ferry bond retirenent fund, the
grade crossing protective fund, the high capacity transportation
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account, the highway bond retirenent fund, the highway safety account,
the notor vehicle fund, the notorcycle safety education account, the
pi | ot age account, the public transportation systens account, the Puget
Sound capital construction account, the Puget Sound ferry operations
account, the recreational vehicle account, the rural arterial trust
account, the safety and education account, the special category C
account, the state patrol highway account, the transportation 2003
account (nickel account), the transportation equipnent fund, the
transportation fund, the transportation inprovenent account, the
transportation i nprovenent board bond retirenent account, and the urban
arterial trust account.

(5 In conformance with Article Il, section 37 of the state
Constitution, no treasury accounts or funds shall be allocated earnings
wi thout the specific affirmative directive of this section.

Sec. 1106. RCW43.84.092 and 2005 ¢ . . . (SSB 5775) s 5 are each
anmended to read as foll ows:

(1) Al earnings of investnments of surplus balances in the state
treasury shall be deposited to the treasury inconme account, which
account is hereby established in the state treasury.

(2) The treasury incone account shall be utilized to pay or receive
funds associated with federal prograns as required by the federal cash
managenent i nprovenent act of 1990. The treasury incone account is
subject in all respects to chapter 43.88 RCW but no appropriation is
required for refunds or allocations of interest earnings required by
the cash managenent | nprovenent act. Refunds of interest to the
federal treasury required under the cash managenent i nprovenent act
fall wunder RCW 43.88.180 and shall not require appropriation. The
of fice of financial managenent shall determ ne the anounts due to or
fromthe federal governnent pursuant to the cash nanagenent i nprovenent
act. The office of financial managenent may direct transfers of funds
bet ween accounts as deemed necessary to inplenent the provisions of the
cash managenent inprovenent act, and this subsection. Ref unds or
all ocations shall occur prior to the distributions of earnings set
forth in subsection (4) of this section.

(3) Except for the provisions of RCW43.84.160, the treasury incone
account may be utilized for the paynent of purchased banki ng services
on behalf of treasury funds including, but not limted to, depository,
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saf ekeepi ng, and disbursenent functions for the state treasury and
af fected state agencies. The treasury incone account is subject in al
respects to chapter 43.88 RCW but no appropriation is required for
paynents to financial institutions. Paynments shall occur prior to
di stribution of earnings set forth in subsection (4) of this section.

(4) Monthly, the state treasurer shall distribute the earnings
credited to the treasury incone account. The state treasurer shall
credit the general fund with all the earnings credited to the treasury
i ncome account except:

(a) The followng accounts and funds shall receive their
proportionate share of earnings based upon each account's and fund's
average daily balance for the period: The capitol building

construction account, the Cedar R ver channel construction and
operation account, the Central Washington University capital projects
account, the charitable, educat i onal , penal and reformatory
institutions account, the common school construction fund, the county
crimnal justice assistance account, the county sales and use tax
equal i zation account, the data processing building construction
account, the deferred conpensation adm nistrative account, the deferred
conpensation principal account, the departnent of retirenent systens
expense account, the drinking water assistance account, the drinking
wat er assi stance adm nistrative account, the drinking water assistance
repaynent account, the Eastern Washington University capital projects
account, the education construction fund, the education |egacy trust
account the election account, the -energency reserve fund, The
Evergreen State College capital projects account, the federal forest
revolving account, the health services account, the public health
services account, the health system capacity account, the personal
health services account, the state higher education construction
account, the higher education construction account, the highway
infrastructure account, the industrial insurance premum refund
account, the judges' retirenent account, the judicial retirenent
adm ni strative account, the judicial retirenent principal account, the
| ocal | easehold excise tax account, the local real estate excise tax
account, the local sales and use tax account, the nedical aid account,
the nmobile honme park relocation fund, the nultinodal transportation
account, the nunicipal crimnal justice assistance account, the
muni ci pal sal es and use tax equalization account, the natural resources
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deposit account, the oyster reserve |and account, the perpetual
surveill ance and mai nt enance account, the public enployees' retirenent
system plan 1 account, the public enployees' retirenent system conbi ned
plan 2 and plan 3 account, the public facilities construction |oan
revol ving account beginning July 1, 2004, the public health
suppl enental account, the public works assistance account, the Puyallup
tribal settlenment account, the regional transportation investnent
district account, the resource nanagenent cost account, the site
cl osure account, the small city pavenent and sidewal k account, the
special wldlife account, the state enpl oyees' insurance account, the
state enpl oyees' insurance reserve account, the state investnent board
expense account, the state investnent board conmngled trust fund
accounts, the supplenental pension account, the Tacona Narrows toll
bri dge account, the teachers' retirenent system plan 1 account, the
teachers' retirenment system conbined plan 2 and plan 3 account, the
t obacco prevention and control account, the tobacco settlenent account,
the transportation infrastructure account, the tuition recovery trust
fund, the University of Washington bond retirenent fund, the University
of Washington building account, the volunteer fire fighters' and
reserve officers' relief and pension principal fund, the volunteer fire
fighters' and reserve officers’' admnistrative fund, the Wshington
fruit express account, the Washington judicial retirenment system
account, the Washington |aw enforcenent officers' and fire fighters'
system plan 1 retirenent account, the Wshington |aw enforcenent
officers' and fire fighters' system plan 2 retirenent account, the
Washi ngton public safety enployees’ plan 2 retirenent account, the
Washi ngt on school enployees' retirenent system conbined plan 2 and 3
account, the Wishington state health insurance pool account, the
Washington state patrol retirenent account, the Wshington State
University building account, the Washington State University bond
retirement fund, the water pollution control revolving fund, and the
Western Washington University capital projects account. Ear ni ngs
derived frominvesting bal ances of the agricultural permanent fund, the
normal school permanent fund, the pernmanent common school fund, the
scientific permanent fund, and the state wuniversity permanent fund
shall be allocated to their respective beneficiary accounts. Al
earnings to be distributed under this subsection (4)(a) shall first be
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reduced by the allocation to the state treasurer's service fund
pursuant to RCW 43. 08. 190.

(b) The follow ng accounts and funds shall receive eighty percent
of their proportionate share of earnings based upon each account's or
fund's average daily bal ance for the period: The aeronautics account,
the aircraft search and rescue account, the county arterial
preservation account, the departnent of |icensing services account, the
essential rail assistance account, the ferry bond retirenent fund, the
grade crossing protective fund, the high capacity transportation
account, the highway bond retirenent fund, the highway safety account,
the notor vehicle fund, the notorcycle safety education account, the
pi | ot age account, the public transportation systens account, the Puget
Sound capital construction account, the Puget Sound ferry operations
account, the recreational vehicle account, the rural arterial trust
account, the safety and education account, the special category C
account, the state patrol highway account, the transportation 2003
account (nickel account), the transportation equipnent fund, the
transportation fund, the transportation inprovenent account, the
transportation i nprovenent board bond retirenent account, and the urban
arterial trust account.

(5 In conformance with Article Il, section 37 of the state
Constitution, no treasury accounts or funds shall be allocated earnings
w thout the specific affirmative directive of this section.

Sec. 1107. RCW69.50.520 and 2004 c¢ 276 s 912 are each anended to
read as foll ows:

The viol ence reduction and drug enforcenent account is created in
the state treasury. Al'l designated receipts from RCW 9.41.110(8),
66. 24. 210(4), 66. 24. 290( 2), 69. 50. 505(9) (a), 82. 08. 150(5),
82.24.020(2), section 1102(2)(c) of this act, 82.64.020, and section
420, chapter 271, Laws of 1989 shall be deposited into the account.
Expenditures fromthe account may be used only for funding services and
prograns under chapter 271, Laws of 1989 and chapter 7, Laws of 1994
sp. sess., including state incarceration costs. Funds fromthe account
may also be appropriated to reinburse |ocal governments for costs
associated with inplenmenting crimnal justice legislation including
chapter 338, Laws of 1997. During the 2003-2005 bi ennium funds from
t he account may al so be used for costs associated with providing grants
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to local governnents in accordance with chapter 338, Laws of 1997
funding drug offender treatnent services in accordance with RCW
70. 96A. 350, mmintenance and operating costs of the Washington

association of sheriffs and police chiefs jail reporting system
mai nt enance and operating costs of the juvenile rehabilitation
admnistration's client activity tracking system civil indigent |egal

representation, nultijurisdictional narcotics task forces, and grants
to community networks under chapter 70.190 RCW by the famly policy
counci | .

Sec. 1108. RCW 70.146.030 and 2004 c 277 s 909 are each anended to
read as foll ows:

(1) The water quality account is hereby created in the state
treasury. Moneys in the account may be wused only in a manner
consistent with this chapter. Mneys deposited in the account shall be
adm ni stered by the departnent of ecology and shall be subject to
| egi sl ative appropriation. Moneys placed in the account shall include
tax recei pts as provided in RCW82.24.027, section 1102(2)(d) of this
act, 82.26.025, and 82.32.390, principal and interest from the
repaynent of any |oans granted pursuant to this chapter, and any ot her
noneys appropriated to the account by the | egislature.

(2) The departnment may use or permt the use of any noneys in the
account to nmake grants or |oans to public bodies, including grants to
public bodi es as cost-sharing noneys in any case where federal, |ocal,
or other funds are nade available on a cost-sharing basis, for water
pollution control facilities and activities, or for purposes of
assisting a public body to obtain an ownership interest in water
pollution control facilities and/or to defray a part of the paynents
made by a public body to a service provider under a service agreenent
entered into pursuant to RCW 70.150.060, within the purposes of this
chapter and for related adm nistrative expenses. For the period July
1, 2003, to June 30, 2005, noneys in the account nmay be used to process
applications received by the departnent that seek to nmake changes to or
transfer existing water rights, for water conveyance projects, and for
grants and technical assistance to public bodies for watershed planni ng
under chapter 90.82 RCW No nore than three percent of the noneys
deposited in the account may be used by the departnent to pay for the
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admnistration of the grant and loan program authorized by this
chapter.

(3) Beginning with the biennium ending June 30, 1997, the
departnment shall present a biennial progress report on the use of
noneys fromthe account to the chairs of the senate commttee on ways
and nmeans and the house of representatives conmttee on appropriations.
The first report is due June 30, 1996, and the report for each
succeedi ng bienniumis due Decenber 31st of the odd-nunbered year. The
report shall consist of a list of each recipient, project description,
and anount of the grant, |oan, or both.

PART XI |
ESTATES

Sec. 1201. RCW83.100.--- and 2005 c ... (ESB 6096) s 4 are each
anmended to read as foll ows:

(1) For the purposes of determ ning the Washi ngton taxabl e estate,
a deduction is allowed fromthe federal taxable estate for ((the—value

gross—estate))
(a) The value of qualified real property reduced by any anmounts

allowable as a deduction in respect of the qualified real property and
tangi ble personal property under section 2053(a)(4) of the interna
revenue code, if the decedent was at the tine of his or her death a
citizen or resident of the United States.

(b) The value of any tangible personal property used by the
decedent or a nenber of the decedent's famly for a qualified use on
the date of the decedent's death, reduced by any anmpbunts allowable as
a deduction in respect of the tangible personal property under section
2053(a)(4) of the internal revenue code, if all of the requirenents of
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subsection (10)(f)(i)(A) of this section are nmet and the decedent was
at the tinme of his or her death a citizen or resident of the United
States.

(c) The value of real property that is not deductible under (a) of
this subsection solely by reason of subsection (10)(f)(i)(B) of this
section, reduced by any anobunts allowable as a deduction in respect of
the qualified real property and tangible personal property under
section 2053(a)(4) of the internal revenue code, if the requirenents of
subsection (10)(f)(i)(C) of this section are net with respect to the
property and the decedent was at the tine of his or her death a citizen
or resident of the United States.

(2) Property shall be considered to have been acquired fromor to
have passed fromthe decedent if:

(a) The property is so considered under section 1014(b) of the
I nt ernal Revenue Code;

(b) The property is acquired by any person fromthe estate; or

(c) The property is acquired by any person froma trust, to the
extent the property is includible in the gross estate of the decedent.

(3) If the decedent and the decedent's surviving spouse at any tine
hel d qualified real property as community property, the interest of the
surviving spouse in the property shall be taken into account under this
section to the extent necessary to provide a result under this section
Wth respect to the property which is consistent with the result which
woul d have obtained under this section if the property had not been
community property.

(4) In the case of any qualified woodland, the value of trees
growi ng on the woodl and may be deducted if otherw se qualified under
this section.

(5 If property is qualified real property with respect to a
decedent, hereinafter in this subsection referred to as the "first
decedent,"” and the property was acquired fromor passed fromthe first
decedent to the surviving spouse of the first decedent, active
managenent of the farm by the surviving spouse shall be treated as
mat eri al participation by the surviving spouse in the operation of the
farm

(6) Property owned indirectly by the decedent may qualify for a
deduction wunder this section if owned through an interest in a
cor poration, part ner shi p, or trust as the terns corporation,

ESHB 2314. SL p. 62



© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNMNDNDDNDNMNMNMNMNMNMNNMNPEPPRPPRPPRPPRPERPEPRPRPRPREPE
N o oA WNEFE OO 0o NP WDNPE OO oo N O W DNE O

partnership, or trust are used in section 2032A(g) of the Interna
Revenue Code. In order to qualify for a deduction under this
subsection, the interest, in addition to neeting the other tests for
qualification under this section, nust qualify under section 6166(b)(1)
of the Internal Revenue Code as an interest in a closely held business
on the date of the decedent's death and for sufficient other tine,
conbi ned wth periods of direct ownership, to equal at |least five years
of the eight-year period preceding the death.

(7)(a) If, on the date of the decedent's death, the requirenents of
subsection (10)(f)(i)(O((Il) of this section wth respect to the
decedent for any property are not net, and the decedent (i) was

receiving old age benefits under Title Il of the social security act
for a continuous period ending on such date, or (ii) was disabled for
a continuous period ending on this date, then subsection

(20)(f)(1)(O(I'l) of this section shall be applied with respect to the
property by substituting "the date on which the |longer of such
conti nuous periods began" for "the date of the decedent's death"” in
subsection (10)(f)(i)(C of this section.

(b) For the purposes of (a) of this subsection, an individual shal
be disabled if the individual has a nental or physical inpairnent which
renders that individual wunable to materially participate in the
operation of the farm

(8) Property may be deducted under this section whether or not
special valuation is elected under section 2032A of the Internal
Revenue Code on the federal return. For the purposes of determ ning
t he deduction under this section, the value of property is its value as

used to determ ne the value of the gross estate.

(99(a) In the case of any qualified replacenent property, any
period during which there was ownership, qualified use, or materia
participation with respect to the replaced property by the decedent or
any nmenber of the decedent's famly shall be treated as a period during
whi ch there was ownership, use, or material participation, as the case
may be, with respect to the qualified replacenent property.

(b) Subsection (9)(a) of this section shall not apply to the extent
that the fair market value of the qualified replacenent property, as of
the date of its acquisition, exceeds the fair market value of the
repl aced property, as of the date of its disposition.
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(c) For the purposes of this subsection (9), the follow ng
definitions apply:

(i) "Qualified replacenent property"” neans any real property:

(A) Wiich is acquired in an exchange which qualifies under section
1031 of the Internal Revenue Code; or

(B) The acquisition of which results in the nonrecognition of gain
under section 1033 of the Internal Revenue Code.

The term "qualified replacenent property” only includes property
which is used for the sane qualified use as the replaced property was
bei ng used before the exchange.

(i1) "Replaced property"” neans the property was:

(A) Transferred in the exchange which qualifies under section 1031
of the Internal Revenue Code; or

(B) Conpul sorily or involuntarily converted wi thin the neaning of
section 1033 of the Internal Revenue Code.

(10) For the purposes of this section, the follow ng definitions
appl y:

(a) "Active managenent” neans the making of the managenent
decisions of a farm other than the daily operating deci sions.

(b) "Farmt includes stock, dairy, poultry, fruit, furbearing
animal, and truck farns; plantations; ranches; nurseries; ranges;
greenhouses or other simlar structures used primarily for the raising
of agricultural or  horticultural comvodities; and orchards and
wood| ands.

(c) "Farm ng purposes” neans:

(1) Cultivating the soil or raising or harvesting any agricul tural
or horticultural commodity, including the raising, shearing, feeding,
caring for, training, and managenent of animals on a farm

(ii1) Handling, drying, packing, grading, or storing on a farm any
agricultural or horticultural commodity in its unmanufactured state,
but only if the owner, tenant, or operator of the farm regularly
produces nore than one-half of the coomodity so treated; and

(tii1)(A The planting, cultivating, caring for, or cutting of
trees; or

(B) The preparation, other than mlling, of trees for market.

(d) "Menber of the famly" neans, with respect to any individual
only:

(1) An ancestor of the individual;
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(i1) The spouse of the individual;

(tit) A lineal descendant of the individual, of the individual's
spouse, or of a parent of the individual; or

(iv) The spouse of any |ineal descendant described in (d)(iii) of
t his subsecti on.

For the purposes of this subsection (10)(d), a legally adopted
child of an individual shall be treated as the child of such individual
by bl ood.

(e) "Qualified heir" means, with respect to any property, a nenber
of the decedent's famly who acquired property, or to whom property
passed, fromthe decedent.

(f)(i) "Qualified real property" means real property which was
acquired from or passed fromthe decedent to a qualified heir of the
decedent and which, on the date of the decedent's death, was being used
for a qualified use by the decedent or a nenber of the decedent's
famly, but only if:

(A) Fifty percent or nore of the adjusted value of the gross estate
consists of the adjusted value of real or personal property which:

(I') On the date of the decedent's death, was being used for a
qualified use by the decedent or a nenber of the decedent's famly; and

(I'l) Was acquired fromor passed fromthe decedent to a qualified
heir of the decedent;

(B) Twenty-five percent or nore of the adjusted val ue of the gross
estate consists of the adjusted value of real property which neets the
requi renments of (f)(i)(A(lI1) and (f)(i)(C of this subsection; and

(C During the eight-year period ending on the date of the
decedent's death there have been periods aggregating five years or nore
during whi ch:

(I') The real property was owned by the decedent or a nmenber of the
decedent's famly and used for a qualified use by the decedent or a
menber of the decedent's famly; and

(I'l') There was material participation by the decedent or a nenber
of the decedent's famly in the operation of the farm For the
pur poses of this subsection (f)(i)(QO(I1l1), material participation shal
be determined in a manner simlar to the manner used for purposes of
section 1402(a) (1) of the Internal Revenue Code.

(ii1) For the purposes of this subsection, the term"adjusted val ue"
neans:
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(A) In the case of the gross estate, the value of the gross estate,
determ ned without regard to any special valuation under section 2032A
of the Internal Revenue Code, reduced by any anounts allowable as a
deducti on under section 2053(a)(4) of the Internal Revenue Code; or

(B) In the case of any real or personal property, the value of the
property for purposes of chapter 11 of the Internal Revenue Code,
determ ned without regard to any special valuation under section 2032A
of the Internal Revenue Code, reduced by any anounts allowable as a
deduction in respect of such property under section 2053(a)(4) of the
I nt ernal Revenue Code.

(g "Qualified use" neans the property is used as a farm for
farm ng purposes. In the case of real property which neets the
requirenments of (f)(i)(C of this subsection, residential buildings and
related i nprovenents on the real property occupied on a regular basis
by the owner or | essee of the real property or by persons enployed by
the owner or |essee for the purpose of operating or maintaining the
real property, and roads, buildings, and other structures and
i nprovenents functionally related to the qualified use shall be treated
as real property devoted to the qualified use. For tangible persona
property eligible for a deduction under subsection (1)(b) of this
section, "qualified use" neans the property is used prinmarily for
farm ng purposes on a farm

(h) "Qualified woodl and" neans any real property which:

(1) I's used in tinber operations; and

(1i) I's an identifiable area of |land such as an acre or other area
for which records are nornmally maintained in conducting tinber
oper ati ons.

(i) "Tinber operations" neans:

(1) The planting, cultivating, caring for, or cutting of trees; or

(1i) The preparation, other than mlling, of trees for market.

PART XII1
M SCELLANEQUS

NEW SECTION. Sec. 1301. Part headings used in this act are not
any part of the | aw

ESHB 2314. SL p. 66



D 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

NEW SECTI ON. Sec. 1302. Except for sections 110(5), 114 through
116, 401 through 403, 501, 701, 1001 through 1004, 1106, 1201, 1311,
and 1312 of this act, 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
July 1, 2005.

NEW SECTION. Sec. 1303. Sections 110(5), 114 through 116, 1001,
1003, 1004, 1201, 1311, and 1312 of this act are necessary for the
i mredi ate preservation of the public peace, health, or safety, or
support of the state governnent and its existing public institutions,
and take effect imrediately.

NEW SECTION.  Sec. 1304. Sections 401 through 403 of this act take
effect July 1, 2006.

NEW SECTION. Sec. 1305. Sections 501 and 1002 of this act take
ef fect January 1, 2006.

NEW SECTION.  Sec. 1306. Section 701 of this act takes effect July
1, 2007.

NEW SECTI ON. Sec. 1307. Sections 901 and 908 through 912 of this
act constitute a new chapter in Title 43 RCW

NEW SECTION. Sec. 1308. Sections 902 through 907 of this act
constitute a new chapter in Title 82 RCW

NEW SECTION. Sec. 1309. 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 SECTI ON.  Sec. 1310. Sections 901 through 912 of this act nay
be known and cited as the Washington nmain street act.

NEW SECTION. Sec. 1311. Section 1003 of this act applies
retroactively to June 10, 2004.
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NEW SECTION. Sec. 1312. Section 1001 of this act applies
retroactively to annual surveys required under RCW 82.04. 4452 that are
due after Decenber 31, 2004.

NEW SECTION. Sec. 1313. Section 1107 of this act takes effect
July 1, 2006.

NEW SECTI ON. Sec. 1314. Section 1106 of this act expires July 1,

2006.

Passed by the House April 21, 2005.

Passed by the Senate April 22, 2005.

Approved by the Governor May 17, 2005.

Filed in Ofice of Secretary of State May 17, 2005.
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