HOUSE BILL REPORT
HB 1702

As Reported by House Committee On:
Finance

Title: An act relating to authorizing counties to impose a public utility tax.
Brief Description: Authorizing counties to impose a public utility tax.
Sponsors. Representatives Wylie, Fitzgibbon and Pollet.

Brief History:

Committee Activity:
Finance: 2/21/25, 2/26/25 [DPS)].

Brief Summary of Substitute Bill

» Authorizes counties to impose a county public utility tax.

HOUSE COMMITTEE ON FINANCE

Majority Report: The substitute bill be substituted therefor and the substitute bill do pass.
Signed by 10 members. Representatives Berg, Chair; Street, Vice Chair; Mena, Parshley,
Ramel, Santos, Scott, Springer, Walen and Wylie.

Minority Report: Do not pass. Signed by 5 members:. Representatives Orcutt, Ranking

Minority Member; Jacobsen, Assistant Ranking Minority Member; Abell, Chase and
Penner.

Staff: Tracey Taylor (786-7152).
Background:

State Public Utility Tax.
The gross income derived from the operation of publicly and privately owned utilitiesis

This analysis was prepared by non-partisan legislative staff for the use of legidative
membersin their deliberations. Thisanalysisis not part of the legislation nor does it
constitute a statement of legidative intent.
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subject to the public utility tax (PUT), unless otherwise exempt. Thetax isimposed in lieu
of business and occupation (B& O) tax and is applied only on sales to consumers. Other
income of the utility, such asretail sale of tangible personal property, is subject to the B& O
tax. Thereare six different PUT rates, depending on the specific utility activity. The rates
are:
» 3.852 percent on telegraph companies, distribution of natural gas, and the collection
of sewage,
» 3.8734 percent on the generation or distribution of electrical power;
» 0.642 percent on urban transportation and watercraft vessels under 65 feet in length;
» 1.926 percent on motor transportation, railroads, railroad car companies, and al other
public service businesses;
» 5.029 percent on the distribution of water; and
» 1.3696 percent on log transportation.

Municipal Taxes.

Any city or town may impose a B& O tax upon the income of public and private utilities
providing services within the boundaries of a city aswell as upon the city's own municipal
utilities.

Cities and towns are also authorized to impose taxes upon public utility districts that operate
works, plants, or facilities within the city or town for the sale of electricity.

There are no statutory restrictions on the tax rates for water, sewer, solid waste, and
stormwater utilities. The tax rate for electric, gas, steam, and telephone utilities may not
exceed 6 percent without voter approval.

Summary of Substitute Bill:

The legidlative authority of a county may impose atax on a utility providing service to
customers within the unincorporated portion of the county. The county PUT may be up to 3
percent of the gross income of the utility derived from providing services to customers
within the county. A utility means an electrical power utility, gas utility, telephone utility,
water utility, sewer utility, solid waste utility, or cable service utility. At least 0.2 percent of
the tax revenues from the county PUT must be used for utility assistance for the low-income
residents.

The utility's billing must include the county PUT with the rates and charges for utility
services as well as separately stating the county PUT being charged. The state PUT does
not apply to the PUT imposed by a county.

The imposition of this county PUT may only begin on the first day of a quarter that is at

least 75 days from the date the county adopts the ordinance or resolution imposing the
county PUT.
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A county may authorize county PUT exemptions for business customers; however, a county
may not authorize a general county PUT exemption for residential customersonly. A
county may authorize a credit against the county PUT for the amount of any similar utility
tax imposed by a city or town on the same taxable event.

Substitute Bill Compared to Original Bill:

The substitute bill requires that 0.2 percent of the county PUT revenues be used for utility
assistance for low-income residents. The substitute bill also clarifies that the county PUT
applies only to unincorporated areas of the county and that the state PUT may not be
imposed on the taxes collected by a county PUT.

Appropriation: None.
Fiscal Note: Available. New fiscal note requested on February 27, 2025.

Effective Date of Substitute Bill: The bill takes effect 90 days after adjournment of the
session in which the bill is passed.

Staff Summary of Public Testimony:

(In support) Due to decisions made decades ago, counties |ost the funding source for
important programs, including monitoring of sex offenders, subsidizing transit rides for
disabled persons, and public health. Counties have more mandated responsibilities and few
taxing authorities. Eighteen years ago the L egislature commissioned a study that found
counties did not have adequate funding to meet the needs for ongoing operations, and this
problem has not been solved. Unlike cities, counties lack the diversified funding sources.

Thisisalocal option tax that local county commissioners can choose to implement. We
have been facing inflation just like the rest of the state, whether it is basic insurance costs,
technology needs, or law enforcement costs. We need more revenue streams.

Weredlize that thisis aregressive tax and counties are sensitive to that criticism. Citiesare

authorized to impose a PUT of 6 percent; counties are only seeking authorization to impose

atax of 3 percent. If wewant to invest morein law enforcement and public safety, it istime
to give counties another revenue option and not rely as heavily on property tax revenues.

(Opposed) Thisisaregressive tax in atime where the Legislature has been working on
ways to keep utilities affordable. We do not disagree that the counties have challengesin
their revenue model, but this bill is not the way to addressit. Thisisatax on an essential
service and will adversely impact people with low incomes.
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Thiswill also put more pressure on the existing energy assistance programs and put
additional pressure on rates. These are essential services ensuring people get safe drinking
water and a sanitary sewer system. Ultimately, the harm from this proposed county PUT far
outweighs the revenue.

This tax would make Washington the state with the highest tax on telecommunications
services.

Persons Testifying: (In support) Representative Sharon Wylie, prime sponsor; Island
County Commissioner Jill Johnson, Island County; Clallam County Commission Mark
Ozias, Clallam County; and Paul Jewell, Washington State Association of Counties.

(Opposed) Matt Miller, Puget Sound Energy; Jeff Gombosky, CTIA - The Wireless
Association; Bill Clarke, WA PUD Association and Pierce County Water Cooperative;
Carly Michiels, Washington Public Ports Association; Dever Haffner-Ratliffe, Cowlitz
Public Utility District; and Scott Hazlegrove, WA Association of Sewer and Water
Didtricts.

Persons Signed In To Testify But Not Testifying: None.
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