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SUBSTI TUTE SENATE BI LL 5089

Passed Legislature - 2007 Regul ar Session
State of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session

By Senate Commttee on Ways & Means (originally sponsored by Senators
Regal a, Zarel li, Ei de, Shi n, Frankl i n, Kei ser, Rockefeller,
Weinstein, Pridenore, Marr, Hobbs, Rasnmussen, Mirray, Prentice,
Fairley, Fraser, Spanel, Berkey, Tom Kohl-Wlles, MAuliffe and
Kl i ne; by request of Governor G egoire)

READ FI RST TI ME 01/ 22/ 07.

AN ACT Relating to conformng Washington's tax structure to the
streamined sales and use tax agreenent; anending RCW 82.32.020,
82.08.037, 82.12.037, 82.02.210, 82.32.030, 82.14.020, 82.14.390,
82.32.520, 82.04.065, 82.04.065, 82.08.0289, 82.08.0289, 82.04.060,
82.04.190, 82.14B.020, 82.72.010, 82.32.555, 35A 82.055, 35A 82.060,
35A. 82. 060, 35A 82.065, 35.21.712, 35.21.714, 35.21.714, 35.21.715,
35.21.860, 35.102.020, 82.04.530, 82.16.010, 82.08.0283, 82.12.0277
82.08.803, 82.12.803, 82.04.470, 82.12.035, 82.08.010, 82.08.010,
82.32.430, and 82.32.330; anending 2004 c¢ 153 s 502 (uncodified);
reenacting and amending RCW 82.04.050, 82.14B.030, and 82.08.050;
adding new sections to chapter 82.32 RCW adding new sections to
chapter 82.14 RCW addi ng new sections to chapter 82.08 RCW addi ng new
sections to chapter 82.12 RCW adding a new section to chapter 44.28
RCW creating new sections; providing an effective date; providing
contingent effective dates; and providing expiration dates.

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

PART |
DEFI NI TI ONS

p. 1 SSB 5089. SL
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Sec. 101. RCW 82.32.020 and 2003 1st sp.s. ¢ 13 s 16 are each
anmended to read as foll ows:

For the purposes of this chapter:

(1) The neaning attributed in chapters 82.01 through 82.27 RCWto
the words and phrases "tax year," "taxable year," "person," "conpany,"
"gross proceeds of sales,"” "gross incone of the business,"” "business,"
"engagi ng i n business," "successor," "gross operating revenue," "gross
i ncone," "taxpayer," "retail sale," "seller," "buyer," "purchaser,"
"extended warranty," and "val ue of products" shall apply equally to the
provi sions of this chapter.

(2) The definitions in this subsection apply throughout this
chapter, unless the context clearly requires otherw se.

(a) "Agreenent"” neans the streanmlined sales and use tax agreenent.

(b) "Associate nmenber" neans a petitioning state that is found to
be in conpliance with the agreenent and changes to its laws, rules, or
other authorities necessary to bring it into conpliance are not in
effect, but are scheduled to take effect on or before January 1, 2008.
The petitioning states, by mmjority vote, may also grant associate
nenber status to a petitioning state that does not receive an
affirmative vote of three-fourths of the petitioning states upon a
finding that the state has achieved substantial conpliance with the
terms of the agreenent as a whole, but not necessarily each required
provi sion, neasured qualitatively, and there is a reasonable
expectation that the state will achieve conpliance by January 1, 2008.

(c) "Certified automated systemt neans software certified under the
agreenent to calculate the tax inposed by each jurisdiction on a
transaction, determne the anmobunt of tax to remt to the appropriate
state, and maintain a record of the transaction.

(d) "Certified service provider" neans an agent certified under the
agreenent to performall of the seller's sales and use tax functions,
other than the seller's obligation to remt tax on its own purchases.

(e)(i) "Menber state" neans a state that:

(A) Has petitioned for nenbership in the agreenent and submtted a
certificate of conpliance; and

(B) Before the effective date of the agreenent, has been found to
be in conpliance with the requirenents of the agreenent by an
affirmative vote of three-fourths of the other petitioning states; or

SSB 5089. SL p. 2
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(G After the effective date of the agreenent, has been found to be
in conpliance with the agreenent by a three-fourths vote of the entire
governi ng board of the agreenent.

(i1) Menbership by reason of (e)(i)(A) and (B) of this subsection
is effective on the first day of a calendar quarter at |east sixty days
after at least ten states conprising at least twenty percent of the
total population, as determned by the 2000 federal census, of all
states inposing a state sales tax have petitioned for nenbership and
have either been found in conpliance with the agreenent or have been
found to be an associ ate nenber under section 704 of the agreenent.

(iii) Menbership by reason of (e)(i)(A) and (C of this subsection
is effective on the state's proposed date of entry or the first day of
the calendar quarter after its petition is approved by the governing
board, whichever is later, and is at least sixty days after its
petition is approved.

(f) "Model 1 seller"” neans a seller that has selected a certified
service provider as its agent to performall the seller's sales and use
tax functions, other than the seller's obligation to remt tax on its
own pur chases.

(g) "Model 2 seller"” nmeans a seller that has selected a certified
autonmated system to perform part of its sales and use tax functions,
but retains responsibility for remtting the tax.

(h) "Model 3 seller"” neans a seller that has sales in at least five
nenber states, has total annual sales revenue of at |least five hundred
mllion dollars, has a proprietary systemthat calculates the anount of

tax due each jurisdiction, and has entered into a perfornance agreenent

with the nenber states that establishes a tax performance standard for
the seller. As used in this subsection (2)(h), a seller includes an
affiliated group of sellers using the sane proprietary system

(i) "Source" neans the location in which the sale or use of
tangi bl e personal property, an extended warranty, or a service, subject

to tax under chapter 82.08, 82.12, 82.14, or 82.14B RCW is deened to
occur.

Sec. 102. RCW 82. 08. 037 and 2004 c 153 s 302 are each anended to
read as foll ows:
(1) A seller is entitled to a credit or refund for sales taxes

p. 3 SSB 5089. SL
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previously paid on bad debts, as that termis used in 26 U S.C. Sec.
166, as anended or renunbered as of January 1, 2003.

(2) For purposes of this section, "bad debts" does not include:

(a) Anpunts due on property that remains in the possession of the
seller until the full purchase price is paid;

(b) Expenses incurred in attenpting to collect debt; and

(c) Repossessed property.

(3) If acredit or refund of sales tax is taken for a bad debt and
the debt is subsequently collected in whole or in part, the tax on the
anount col |l ected nust be paid and reported on the return filed for the
period in which the collection is made.

(4) Paynents on a previously clainmed bad debt are applied first
proportionally to the taxable price of the property or service and the
sales or use tax thereon, and secondly to interest, service charges,
and any ot her charges.

(5) If the seller uses a certified service provider as defined in
RCW  ((8258-610)) 82.32. 020 to adm ni ster its sal es t ax
responsibilities, the certified service provider may claim on behalf
of the seller, the credit or refund allowed by this section. The
certified service provider nust credit or refund the full anount
received to the seller

(6) The departnent shall allow an allocation of bad debts anong
menber states to the streanlined sales tax agreenent, as defined in RCW
82.58.010(1), if the books and records of the person claimng bad debts
support the allocation.

Sec. 103. RCW82.12.037 and 2004 c 153 s 304 are each anended to
read as foll ows:

(1) A seller is entitled to a credit or refund for use taxes
previously paid on bad debts, as that termis used in 26 U S. C. Sec.
166, as anended or renunbered as of January 1, 2003.

(2) For purposes of this section, "bad debts" does not include:

(a) Anpunts due on property that remains in the possession of the
seller until the full purchase price is paid;

(b) Expenses incurred in attenpting to collect debt; and

(c) Repossessed property.

(3) If acredit or refund of use tax is taken for a bad debt and

SSB 5089. SL p. 4
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the debt is subsequently collected in whole or in part, the tax on the
anount collected nust be paid and reported on the return filed for the
period in which the collection is made.

(4) Paynents on a previously clainmed bad debt are applied first
proportionally to the taxable price of the property or service and the
sales or use tax thereon, and secondly to interest, service charges,
and any ot her charges.

(5) If the seller uses a certified service provider as defined in
RCW ((82-58-010)) 82.32.020 to admnnister its use tax responsibilities,
the certified service provider may claim on behalf of the seller, the
credit or refund allowed by this section. The certified service
provider must credit or refund the full anmount received to the seller.

(6) The departnent shall allow an allocation of bad debts anong
menber states to the streanlined sales and use tax agreenent, as
defined in RCW 82.58.010(1), if the books and records of the person
claimng bad debts support the allocation.

NEW SECTION. Sec. 104. A new section is added to chapter 82.32
RCW to be codified between RCW 82.32.020 and 82.32.030, to read as
fol | ows:

For purposes of conpliance with the requirenents of the agreenent
only, and unless the context requires otherwise, the terns "product"”
and "products" refer to tangible personal property, services, extended
warranties, and anything else that can be sold or used.

Sec. 105. RCW 82.02.210 and 2003 c 168 s 1 are each anended to
read as foll ows:

(1) It is the intent of the legislature that Washington join as a
menber state in the streamined sales and use tax agreenent referred to
in chapter 82.58 RCW The agreenent provides for a sinpler and nore
uni form sal es and use tax structure anong states that have sal es and
use taxes. The intent of the legislature is to bring Washington's
sales and use tax system into conpliance with the agreenent so that
Washington nmay join as a nenber state and have a voice in the
devel opment and adm nistration of the system and to substantially
reduce the burden of tax conpliance on sellers.

(2) Chapter 168, Laws of 2003 does not include changes to
Washington law that may be required in the future and that are not

p. 5 SSB 5089. SL
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fully devel oped under the agreenent. These include, but are not
limted to, changes relating to on-line registration, reporting, and
remtting of paynents by businesses for sales and use tax purposes,
nmonetary al l owances for sellers and their agents, sourcing, and ammesty
for businesses registering under the agreenent.

(3) It is the intent of the legislature that the provisions of
((ehapters—82-08—and—8212—REW) this title relating to the
adm nistration and collection of state and | ocal sales and use taxes be
interpreted and applied consistently with the agreenent.

(4) The departnent of revenue shall report to the fiscal commttees
of the legislature on January 1, 2004, and each January 1st thereafter,
on the devel opnent of the agreenment and shall recomrend changes to the
sal es and use tax structure and propose |l egislation as nay be necessary
to keep Washington in conpliance with the agreenent.

PART 1|1
REG STRATI ON

NEW SECTION. Sec. 201. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) A seller, by witten agreenent, nmy appoint a person to
represent the seller as its agent. The seller's agent has authority to
regi ster the seller with the departnment under RCW 82.32.030. An agent
may al so be a certified service provider, wth authority to performall
the seller's sales and use tax functions, except that the seller
remai ns responsible for remtting the tax on its own purchases.

(2) The seller or its agent nust provide the departnment wth a copy
of the witten agreenment upon request.

Sec. 202. RCW 82.32.030 and 1996 c 111 s 2 are each anended to
read as foll ows:

(1) Except as provided in subsections (2) and (3) of this section,
i f any person engages in any business or perforns any act upon which a

tax is inposed by the preceding chapters, he or she shall, under such
rules as the departnent of revenue shall prescribe, apply for and
obtain from the departnent a registration certificate. Such

registration certificate shall be personal and nontransferable and
shall be valid as |long as the taxpayer continues in business and pays

SSB 5089. SL p. 6
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the tax accrued to the state. In case business is transacted at two or
nore separate places by one taxpayer, a separate registration
certificate for each place at which business is transacted with the
public shall be required. Each certificate shall be nunbered and shal

show the nanme, residence, and place and character of business of the
t axpayer and such other information as the departnent of revenue deens
necessary and shall be posted in a conspicuous place at the place of
business for which it is issued. Wiere a place of business of the
taxpayer is changed, the taxpayer nust return to the departnent the
existing certificate, and a new certificate will be issued for the new

pl ace of business. No person required to be registered under this
section shall engage in any business taxable hereunder wthout first
being so registered. The departnent, by rule, may provide for the

i ssuance of certificates of registration to tenporary places of
busi ness.

(2) Unless the person is a dealer as defined in RCW 9.41.010
registration under this section is not required if the follow ng
conditions are net:

(a) A person's value of products, gross proceeds of sales, or gross
income of the business, from all business activities taxable under
chapter 82.04 RCW is less than twelve thousand dollars per year;

(b) The person's gross incone of the business fromall activities
taxabl e under chapter 82.16 RCWis less than twelve thousand dollars
per year;

(c) The person is not required to collect or pay to the departnent
of revenue any other tax or fee which the departnent is authorized to
col l ect; and

(d) The person is not otherwise required to obtain a license
subject to the nmaster application procedure provided in chapter 19.02
RCW

(3) All persons who agree to collect and remt sales and use tax to
the departnent under the agreenent nust register through the centra
regi stration system authorized under the agreenent. Persons required
to register under subsection (1) of this section are not relieved of
that requirenent because of registration under this subsection (3).

(4) Persons registered under subsection (3) of this section who are
not required to register under subsection (1) of this section and who

p. 7 SSB 5089. SL
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are not otherwi se subject to the requirenents of chapter 19.02 RCWare
not subject to the fees inposed by RCW 19. 02. 075.

PART 111
MONETARY ALLOMNNCES AND VENDOR COVPENSATI ON

NEW SECTION. Sec. 301. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) The departnment shall adopt by rule nonetary allowances for
certified service providers, nodel 2 sellers, and nodel 3 sellers and
all other sellers that are not nodel 1 or nodel 2 sellers. The
departnment may be guided by the provisions for nonetary allowances
adopted by the governing board of the agreenent to determ ne the anount
of the allowances and the conditions under which they are allowed. The
monet ary al | owances nust be reasonabl e and provi de adequate incentive
for certified service providers and sellers to collect and remt sales
and use taxes under the agreenent. Mnetary allowances will be funded
solely fromstate sal es and use taxes.

(2) For certified service providers, the nonetary allowance may
include a base rate that applies to taxable transacti ons processed by
the certified service provider. Additionally, for a period not to
exceed twenty-four nonths followng a seller's registration under RCW
82.32.030(3), the nonetary allowance nmay include a percentage of tax
revenue generated by the seller.

(3) For nodel 2 sellers, the nonetary all owance may i nclude a base
rate and a percentage of revenue generated by a seller registering
under RCW 82.32.030(3), but shall not exceed a period of twenty-four
nont hs.

(4) For nodel 3 sellers and all other sellers that are not nodel 1
sellers or nodel 2 sellers, the nonetary allowance may include a
percentage of tax revenue generated by a seller registering under RCW
82.32.030(3), but shall not exceed a period of twenty-four nonths.

NEW SECTION. Sec. 302. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) The departnent may adopt by rule vendor conpensation for
sellers collecting and remtting sales and use taxes. The vendor
conpensation may include a base rate or a percentage of tax revenue

SSB 5089. SL p. 8
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collected by the seller, and may vary by type of seller. The
departnment may be guided by the findings of the cost of collection
study performed under the agreenent, by cost of collection studies
performed by the departnment, and by vendor conpensation provided by
ot her states, to determ ne reasonabl e vendor conpensation for sellers
for the costs to collect and remt sales and use taxes. Vendor
conpensation will be funded solely fromstate sal es and use taxes.

(2) A seller is not entitled to vendor conpensation while the
seller or its certified service provider receives a nonetary all owance
under section 301 of this act.

PART |V
AMNESTY

NEW SECTION. Sec. 401. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) No assessnent for taxes inposed or authorized under chapters
82.08, 82.12, and 82.14 RCW or related penalties or interest, my be
made by the departnent against a seller who:

(a) Wthin twelve nonths of the effective date of this state
becomng a nmenber state of the agreenent, registers under RCW
82.32.030(3) to collect and remt to the departnment the applicable
t axes inposed or authorized under chapters 82.08, 82.12, and 82. 14 RCW
on sales made to buyers in this state in accordance with the terns of
the agreenent, if the seller was not otherwise registered in this state
in the twelve-nonth period preceding the effective date of this state
becom ng a nmenber state of the agreenent; and

(b) Continues to be registered and continues to collect and rem t
to the departnent the applicable taxes inposed or authorized under
chapters 82.08, 82.12, and 82.14 RCWfor a period of at least thirty-
si x nmonths, absent the seller's fraud or intentional m srepresentation
of a material fact.

(2) The provisions of subsection (1) of this section preclude an
assessnent for taxes inposed or authorized under chapters 82.08, 82.12,
and 82.14 RCWfor sales nmade to buyers during the period the seller was
not registered in this state.

(3) The provisions of this section do not apply to any seller with
respect to:

p. 9 SSB 5089. SL
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(a) Any matter or matters for which the seller, before registering
to collect and remt the applicable taxes inposed or authorized under
chapters 82.08, 82.12, and 82.14 RCW received notice from the
department of the commencenent of an audit and which audit is not yet
finally resolved including any related adm nistrative and judicial
processes;

(b) Taxes inposed or authorized under chapters 82.08, 82.12, and
82.14 RCWand collected or remtted to the departnent by the seller; or

(c) That seller's liability for taxes inposed or authorized under
chapters 82.08, 82.12, and 82.14 RCWin that seller's capacity as a
buyer.

(4) The limtation periods for making an assessnment or correction
of an assessnent prescribed in RCW82.32.050(3) and 82.32.100(3) do not
run during the thirty-six nonth period in subsection (1)(b) of this
section.

PART V
SOURCI NG

NEW SECTION. Sec. 501. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) Except as provided in subsections (5) through (7) of this
section, for purposes of collecting or paying sales or use taxes to the
appropriate jurisdictions, all sales at retail shall be sourced in
accordance with this subsection and subsections (2) through (4) of this
section.

(a) Wien tangi ble personal property, an extended warranty, or a
service defined as a retail sale under RCW82.04.050 is received by the
purchaser at a business location of the seller, the sale is sourced to
t hat busi ness | ocati on.

(b) When the tangi ble personal property, extended warranty, or a
service defined as a retail sale under RCW82.04.050 is not received by
t he purchaser at a business |location of the seller, the sale is sourced
to the location where receipt by the purchaser or the purchaser's
donee, designated as such by the purchaser, occurs, including the
| ocation indicated by instructions for delivery to the purchaser or
donee, known to the seller.

SSB 5089. SL p. 10
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(c) When (a) and (b) of this subsection do not apply, the sale is
sourced to the location indicated by an address for the purchaser that
is available from the business records of the seller that are
mai ntained in the ordinary course of the seller's business when use of
this address does not constitute bad faith.

(d) wWhen (a), (b), and (c) of this subsection do not apply, the
sale is sourced to the location indicated by an address for the
purchaser obtai ned during the consunmati on of the sale, including the
address of a purchaser's paynent instrunment, if no other address is
avai |l abl e, when use of this address does not constitute bad faith.

(e) When (a), (b), (c), or (d) of this subsection do not apply,
including the circunstance where the seller is wthout sufficient
information to apply those provisions, then the location shall be
determ ned by the address from which tangible personal property was
shi pped, fromwhich the digital good or the conputer software delivered
el ectronically was first available for transm ssion by the seller, or
from which the extended warranty or service defined as a retail sale
under RCW 82. 04. 050 was provided, disregarding for these purposes any
| ocation that nmerely provided the digital transfer of the product sold.

(2) The lease or rental of tangible personal property, other than
property identified in subsection (3) or (4) of this section, shall be
sourced as provided in this subsection.

(a) For a lease or rental that requires recurring periodic
paynments, the first periodic paynent is sourced the sane as a retai
sale in accordance with subsection (1) of this section. Peri odi c
paynments made subsequent to the first paynment are sourced to the
primary property location for each period covered by the paynent. The
primary property |ocation shall be as indicated by an address for the
property provided by the |lessee that is available to the [essor from
its records maintained in the ordinary course of business, when use of
this address does not constitute bad faith. The property location is
not altered by intermttent use at different |ocations, such as use of
busi ness property that acconpanies enployees on business trips and
service calls.

(b) For a lease or rental that does not require recurring periodic
paynments, the paynent is sourced the sane as a retail sale in
accordance wth subsection (1) of this section.

p. 11 SSB 5089. SL



© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNMNDNDNDNMNDNMNMNMNMNNNPEPPRPPRPPPRPERPEPRPPRPPREPE
N o oA WNEPE OO 0o NP WDNPE OO oo N O W DN e o

(c) This subsection (2) does not affect the inposition or
conputation of sales or use tax on |leases or rentals based on a |lunp
sum or accel erated basis, or on the acquisition of property for |ease.

(3) The lease or rental of notor vehicles, trailers, semtrailers,
or aircraft that do not qualify as transportation equi pnment shall be
sourced as provided in this subsection.

(a) For a lease or rental that requires recurring periodic
paynents, each periodic paynent is sourced to the primary property
| ocation. The primary property location is as indicated by an address
for the property provided by the |lessee that is available to the I essor
fromits records naintained in the ordinary course of business, when
use of this address does not constitute bad faith. This location is
not altered by intermttent use at different |ocations.

(b) For a lease or rental that does not require recurring periodic
paynments, the paynent is sourced the sane as a retail sale in
accordance with subsection (1) of this section.

(c) This subsection does not affect the inposition or conputation
of sales or use tax on leases or rentals based on a lunp sum or
accel erated basis, or on the acquisition of property for |ease.

(4) The retail sale, including | ease or rental, of transportation
equi pnrent shall be sourced the sane as a retail sale in accordance with
subsection (1) of this section.

(5)(a) A purchaser of direct mail that is not a holder of a direct
pay permt shall provide to the seller in conjunction with the purchase
either a direct mail formor information that shows the jurisdictions
to which the direct mail is delivered to recipients.

(1) Upon receipt of the direct mail form the seller is relieved of
all obligations to collect, pay, or remt the applicable tax and the
purchaser is obligated to pay or remt the applicable tax on a direct
pay basis. A direct mail form shall remain in effect for all future
sales of direct mail by the seller to the purchaser until it is revoked
in witing.

(11) Upon receipt of information from the purchaser show ng the
jurisdictions to which the direct mail is delivered to recipients, the
seller shall collect the tax according to the delivery information
provi ded by the purchaser. In the absence of bad faith, the seller is
relieved of any further obligation to collect tax on any transaction

SSB 5089. SL p. 12
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where the seller has collected tax pursuant to the delivery information
provi ded by the purchaser.

(b) If the purchaser of direct mail does not have a direct pay
permt and does not provide the seller with either a direct mail form
or delivery information as required by (a) of this subsection, the
seller shall collect the tax according to subsection (1)(e) of this
section. This subsection does not |imt a purchaser's obligation for
sales or use tax to any state to which the direct mail is delivered.

(c) If a purchaser of direct mail provides the seller wth
docunentation of direct pay authority, the purchaser is not required to
provide a direct mail formor delivery information to the seller

(6) The following are sourced to the location at or from which
delivery is made to the consuner:

(a) Aretail sale of watercraft;

(b) Aretail sale of a nodul ar honme, manufactured home, or nobile
home; and

(c) A retail sale, excluding the lease and rental, of a notor
vehicle, trailer, semtrailer, or aircraft, that do not qualify as
transportati on equi prnent.

(7) Aretail sale of the providing of tel ecomrunications services
or ancillary services, as those terns are defined in RCW 82.04.065
shal | be sourced in accordance wth RCW 82. 32. 520.

(8) The definitions in this subsection apply throughout this
section.

(a) "Delivered electronically" neans delivered to the purchaser by
means ot her than tangi bl e storage nedi a.

(b) "Direct mail" neans printed material delivered or distributed
by United States nmail or other delivery service to a mass 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 tangi ble personal
property supplied directly or indirectly by the purchaser to the direct
mail seller for inclusion in the package containing the printed
materi al . "Direct mail" does not include multiple itens of printed

material delivered to a single address.
(c) "Receive" and "receipt" mean taking possession of tangible
personal property, making first use of services, or taking possession

p. 13 SSB 5089. SL
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or making first use of digital goods, whichever cones first. "Receive"
and "receipt" do not include possession by a shipping conpany on behal f
of the purchaser.

(d) "Transportation equi pnent” neans:

(1) Loconotives and railcars that are used for the carriage of
persons or property in interstate comerce;

(ii1) Trucks and truck tractors with a gross vehicle weight rating
of ten thousand one pounds or greater, trailers, semtrailers, or
passenger buses that are:

(A) Registered through the international registration plan; and

(B) Operated wunder authority of a carrier authorized and
certificated by the United States departnment of transportation or
another federal authority to engage in the carriage of persons or
property in interstate conmerce;

(tit) Aircraft that are operated by air carriers authorized and
certificated by the United States departnent of transportation or
another federal or foreign authority to engage in the carriage of
persons or property in interstate or foreign comrerce; or

(iv) Containers designed for use on and conponent parts attached or
secured on the itens described in (d)(i) through (iii) of this
subsecti on.

(9) I'n those instances where there is no obligation on the part of
a seller to collect or remt this state's sales or use tax, the use of
tangi bl e personal property or of a service, subject to use tax, is
sourced to the place of first use in this state. The definition of use
in RCW82.12. 010 applies to this subsection.

Sec. 502. RCW 82.14.020 and 2005 ¢ 514 s 111 are each anended to
read as foll ows:

For purposes of this chapter:

(1) ((A retail sale consisting solely of the sale of tangible

N - a a¥a a¥a - a -
Ci o Ci Ci v
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eSS+
£8y)) "City" neans a city or town;

((69Y)) (2) The neaning ascribed to
82.04, 82.08 and 82.12 RCW as now or
applicable, shall have full force and
i nposed under authority of this chapter;

((28y)) (38) "Taxable event" shal
use, upon which a state tax is
82.12 RCW as they now exist or

p. 15

I nposed pursuant
may hereafter

wor ds and phrases in chapters

hereafter anmended, insofar as
effect with respect to taxes
mean any retail sale, or any
to chapter 82.08 or

be anended: PROVI DED,
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HOWNEVER, That the termshall not include a retail sale taxable pursuant
to RCW 82. 08. 150, as now or hereafter anended,

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

NEW SECTION. Sec. 503. A new section is added to chapter 82.14
RCWto read as foll ows:

Sal es and use taxes authorized under this chapter shall be sourced
in accordance with section 501 of this act.

PART Vi
CONFI DENTI ALI TY AND PRI VACY PROTECTI ONS FOR PERSONS USI NG
CERTI FI ED SERVI CE PROVI DERS

NEW SECTION. Sec. 601. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) A fundanental precept of allowing the use of a certified
service provider is to preserve the privacy of consuners by protecting
their anonymty. Wth very limted exceptions, a certified service
provider shall performits tax calculation, remttance, and reporting
functions without retaining the personally identifiable information of

consumers.

(2) The departnent shall provide public notification to consuners,
i ncluding purchasers claimng exenption from tax, of its practices
relating to the collection, wuse, and retention of personally
identifiable information.

(3) Wien personally identifiable infornmation that has been
collected and retained is no longer required to ensure the validity of
exenptions from taxation by reason of the consuner's status or the
i ntended use of the goods or services purchased, the infornmation shal
no | onger be retained by the state of Washi ngton.

(4) Wien personally identifiable information regarding an
individual is retained by or on behalf of the state of Washington, this
state shall provide reasonable access for the individual to his or her
own information and a right to correct any inaccurately recorded
i nformation.

(5) If anyone other than a nenber state of the agreenent, or other
than a person authorized by Washington |aw or the agreenent, seeks to
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di scover personally identifiable information, the state of Washi ngton
shall make a reasonable and tinely effort to notify the individual of
t he request.

(6) The provisions of this section my be enforced by petitioning
t he superior court of Thurston county for injunctive relief.

PART VI |
TAXABI LI TY MATRI X AND OTHER | NFORVATI ON PROVI DED BY
THE DEPARTMENT OF REVENUE

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

(1) The departnment shall conplete a taxability matrix maintai ned by
the nmenber states of the agreenent in downl oadable format. The matrix
contains terns defined in the agreenent. The departnent shall provide
notice of changes in the taxability of products or services listed in
the matri x.

(2) Sellers and certified service providers are relieved from
liability to the state and to local jurisdictions for having charged or
collected the incorrect anmount of sales or use tax if the error
resulted from reliance on erroneous information provided by the
departnment in the taxability matrix.

NEW SECTION. Sec. 702. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) The departnent shall review software submtted to the governing
board of the agreenment for certification as a certified automated
system under the ternms of the agreenent. The review shall include a
determ nation of whether the software adequately classifies this
state's product-based sales tax exenptions. Upon conpleting the
review, the departnment shall certify to the governing board its
acceptance or rejection of the classifications nade by the system

(2) Certified service providers and nodel 2 sellers shall be held
harm ess and are not liable for sales or use taxes, nor interest or
penalties on those taxes, not collected due to reliance on the
certification of the departnent under subsection (1) of this section.

(3) The relief from liability provided to certified service
provi ders and nodel 2 sellers under subsection (2) of this section does

p. 17 SSB 5089. SL
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not apply with respect to the incorrect classification of an item or
transaction into a product-based exenption certified by the depart nent
unless that itemor transaction is contained in a listing of itens or
transactions within a product definition approved by the governing
board or the departnent.

(4) If the departnment determnes that an item or transaction is
incorrectly classified as to its taxability, it shall notify the
certified service provider or nodel 2 seller of the incorrect
classification. The certified service provider or nodel 2 seller has
ten days to revise the classification after receipt of notice fromthe
departnment. Upon the expiration of the ten days, the certified service
provider or nodel 2 seller is liable for the failure to collect the
correct amount of sales or use taxes.

NEW SECTION. Sec. 703. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) Purchasers are relieved fromliability for tax, interest, and
penalty for having failed to pay the correct anmount of sales or use tax
in any of the follow ng circunstances:

(a) A purchaser's seller or certified service provider relied on
erroneous data provided by the departnment on tax rates, boundaries,
taxing jurisdiction assignnents, or in the taxability matrix conpl eted
by the departnent pursuant to section 701 of this act;

(b) A purchaser holding a direct pay permt relied on erroneous
data provided by the departnent on tax rates, boundaries, taxing
jurisdiction assignnments, or in the taxability matrix conpl eted by the
departnment pursuant to section 701 of this act;

(c) A purchaser relied on erroneous data provi ded by the departnent
in the taxability matrix conpleted by the departnent pursuant to
section 701 of this act; or

(d) A purchaser relied on erroneous data provi ded by the depart nent
on tax rates, boundaries, or taxing jurisdiction assignnents.

(2) For purposes of this section, "penalty" neans an anount i nposed
for nonconpliance that is not fraudulent, willful, or intentional that
is in addition to the correct anobunt of sales or use tax and interest.

PART VI ||

SSB 5089. SL p. 18
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DELI VERY CHARGES

NEW SECTION. Sec. 801. A new section is added to chapter 82.08
RCWto read as foll ows:

When conputing the tax levied by RCW 82.08.020, if a shipnent
consi sts of taxable tangi ble personal property and nontaxabl e tangible
personal property, and delivery charges are included in the sales
price, the seller nust collect and remt tax on the percentage of
delivery charges allocated to the taxable tangi bl e personal property,
but does not have to collect and remt tax on the percentage all ocated
to exenpt tangi ble personal property. The seller may use either of the
follow ng percentages to determ ne the taxable portion of the delivery
char ges:

(1) A percentage based on the total sales price of the taxable
tangi bl e personal property conpared to the total sales price of all
tangi bl e personal property in the shipnent; or

(2) A percentage based on the total weight of the taxable tangible
personal property conpared to the total weight of all tangible personal
property in the shipnent.

NEW SECTION. Sec. 802. A new section is added to chapter 82.12
RCWto read as foll ows:

When conputing the tax levied by RCW 82.12.020, if a shipnent
consi sts of taxable tangi ble personal property and nontaxabl e tangible
personal property, and delivery charges are included in the purchase
price, the consunmer nust remt tax or the retailer nust collect and
remt tax on the percentage of delivery charges allocated to the
taxabl e tangi ble personal property, but does not have to remt or
collect and remt tax on the percentage allocated to exenpt tangible

personal property. The consuner or retailer nay use either of the
foll ow ng percentages to determ ne the taxable portion of the delivery
char ges:

(1) A percentage based on the total purchase price of the taxable
t angi bl e personal property conpared to the total purchase price of al
tangi bl e personal property in the shipnent; or

(2) A percentage based on the total weight of the taxable tangible
personal property conpared to the total weight of all tangible personal
property in the shipnent.
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PART | X
SALES AND USE TAX M TI GATI ON

NEW SECTION. Sec. 901. (1) The legislature finds and decl ares
t hat :

(a) Washington state's participation as a nenber state in the
stream ined sales and use tax agreenent benefits the state, all its
| ocal taxing jurisdictions, and its retailing industry, by increasing
state and | ocal revenues, inproving the state's business climte, and
standardi zing and sinplifying the state's tax structure;

(b) Participation in the streamined sales and use tax agreenent is
a matter of statewide concern and is in the best interests of the
state, the general public, and all local jurisdictions that inpose a
sal es and use tax under applicable |aw,

(c) Participation in the streanmlined sales and use tax agreenent
requires the adoption of the agreenent's sourcing provisions, which
change the location in which a retail sale of delivered tangible
personal property occurs for |ocal sales tax purposes fromthe point of
origin to the point of destination;

(d) Changes in the local sales tax sourcing law provisions to
conform with the streanmined sales and use tax agreenent w |l cause
sales tax revenues to shift anmong local taxing jurisdictions. The
| egislature finds that there will be an unintended adverse inpact on
| ocal taxing jurisdictions that receive | ess revenues because |ocal tax
revenues wll be redistributed, wth revenue increases for sone
jurisdictions and reductions for others, due solely to changes in | oca
sales tax sourcing rules to be inplenmented under section 503 of this
act and the chapter ..., Laws of 2007 (this act) anmendnents to RCW
82.14. 020, even though no | ocal taxing jurisdiction has changed its tax
rate or tax base;

(e) The purpose of providing mtigation to such jurisdictions is to
mtigate the unintended revenue redistribution effect of the sourcing
| aw changes anong | ocal governnents;

(f) It is in the best interest of the state and all its
subdivisions to mtigate the adverse effects of anmending the | ocal
sal es tax sourcing provisions to be in conformance with the streanm i ned
sal es and use tax agreenent;

(g) Additionally, changes in sourcing laws nay have negative
i nplications for I ndustry sectors such as war ehousi ng and
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manuf acturing, as well as jurisdictions that house a concentration of
these industries and have made zoning decisions, infrastructure
i nvestments, bondi ng decisions, and | and use policy decisions based on
point of origin sales tax rules in place before the effective date of
this section, and the mtigation provided by sections 901 through 905
of this act is intended to help offset those negative inplications; and

(h) It is inportant that the state of Washington maintain its
supply of industrial land for present and future econom c devel opnent
activities, and |local governnments taking advantage of the mtigation
provided by sections 901 through 905 of this act should strive to
maintain the supply of industrial Iland available for economc
devel opnent efforts.

(2) The legislature intends that the streanlined sal es and use tax
mtigation account established in section 902 of this act have the sole
objective of mtigating, for negatively affected |local taxing
jurisdictions, the net |ocal sales tax revenue reductions incurred as
a result of section 503 of this act and the chapter ..., Laws of 2007
(this act) anendnents to RCW 82.14. 020.

NEW SECTION. Sec. 902. A new section is added to chapter 82.14
RCWto read as foll ows:

(1) The streanlined sales and use tax mtigation account is created
in the state treasury. The state treasurer shall transfer into the
account from the general fund amobunts as directed in section 903 of
this act. Expendi tures from the account nay be used only for the
purpose of mtigating the negative fiscal inpacts to |ocal taxing
jurisdictions as a result of section 503 of this act and the chapter

., Laws of 2007 (this act) anmendnments to RCW 82. 14. 020.

(2) Beginning July 1, 2008, the state treasurer, as directed by the
departnent, shall distribute the funds in the streamined sal es and use
tax mtigation account to local taxing jurisdictions in accordance wth
section 903 of this act.

(3) The definitions in this subsection apply throughout this
section and RCW 82.14. 390 and section 903 of this act.

(a) "Agreenent” neans the sane as in RCW82.32.020.

(b) "Local taxing jurisdiction” means counti es, cities,
transportation authorities wunder RCW 82.14.045, public facilities
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districts under chapters 36.100 and 35.57 RCW public transportation
benefit areas under RCW 82.14.440, and regional transit authorities
under chapter 81.112 RCW that inpose a sales and use tax.

(c) "Loss" or "losses" neans the local sales and use tax revenue
reduction to a local taxing jurisdiction resulting from the sourcing
provisions in section 502 of this act and the chapter ..., Laws of 2007
(this act) anmendnents to RCW 82. 14. 020.

(d) "Net loss" or "net |osses" neans a | oss offset by any voluntary
conpl i ance revenue.

(e) "Voluntary conpliance revenue" neans the |ocal sales tax
revenue gain to each local taxing jurisdiction reported to the
departnment from persons registering through the central registration
system aut hori zed under the agreenent.

(f) "working day" has the sane neaning as in RCW 82.45. 180.

NEW SECTION. Sec. 903. A new section is added to chapter 82.14
RCWto read as foll ows:

(1) I'n order to mtigate |l ocal sales tax revenue net |osses as a
result of the sourcing provisions of the streamined sales and use tax
agreenent under this title, the state treasurer shall transfer into the
streanm i ned sales and use tax mtigation account fromthe general fund
the sumof thirty-one mllion six hundred thousand dollars on July 1,
2008. On July 1, 2009, and each July 1st thereafter, the state
treasurer shall transfer into the streamined sales and use tax
mtigation account fromthe general fund the sumrequired to mtigate
actual net | osses as determ ned under this section.

(2) Beginning July 1, 2008, and continuing until the departnent
determ nes annual |osses under subsection (3) of this section, the
departnent shall determ ne the anount of |ocal sales tax net | oss each
local taxing jurisdiction experiences as a result of the sourcing
provisions of the streamined sales and use tax agreenent under this
title each cal endar quarter. The departnent shall determ ne | osses by
analyzing and conparing data from tax return information and tax
collections for each local taxing jurisdiction before and after the
effective date of this section on a calendar quarter basis. The
departnent's analysis may be revised and suppl enented in consultation
with the oversight conmttee as provided in subsection (4) of this
section. To determ ne net |osses, the departnent shall reduce |osses
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by the anmount of voluntary conpliance revenue for the cal endar quarter
anal yzed. Begi nni ng Decenber 31, 2008, distributions shall be nade
gquarterly fromthe streanlined sales and use tax mtigation account by
the state treasurer, as directed by the departnent, to each |oca
taxing jurisdiction, other than public facilities districts for |osses
in respect to taxes inposed under the authority of RCW82.14.390, in an
anount representing its net |osses for the previous cal endar quarter.
Distributions shall be nade on the |last working day of each cal endar
gquarter and shall cease when distributions under subsection (3) of this
section begin.

(3)(a) By Decenber 31, 2009, or such later date the departnent in
consultation with the oversight commttee determnes that sufficient
data is available, the departnent shall determ ne each |ocal taxing
jurisdiction's annual |o0ss. The departnment shall determ ne annual
| osses by conparing at least twelve nonths of data from tax return
information and tax collections for each local taxing jurisdiction
before and after the effective date of this section. The departnent
shall not be required to determ ne annual | osses on a recurring basis,
but may make any adjustnents to annual | osses as it deens proper as a
result of the annual reviews provided in (b) of this subsection.
Beginning the calendar quarter in which the departnent determ nes
annual | osses, and each calendar quarter thereafter, distributions
shall be made fromthe streamined sales and use tax mtigation account
by the state treasurer on the |ast working day of the cal endar quarter,
as directed by the departnent, to each | ocal taxing jurisdiction, other
than public facilities districts for |losses in respect to taxes inposed
under the authority of RCW 82.14.390, in an anount representing one-
fourth of the jurisdiction's annual |oss reduced by voluntary
conpliance revenue reported during the previous cal endar quarter.

(b) The departnent's anal ysis of annual | osses shall be reviewed by
Decenber 1st of each year and may be revised and supplenented in
consultation with the oversight conmttee as provided in subsection (4)
of this section.

(4) The departnent shall convene an oversight commttee to assi st
in the determnation of |osses. The commttee shall include one
representative of one <city whose revenues are increased, one
representative of one city whose revenues are reduced, one
representative of one county whose revenues are increased, one
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representative of one county whose revenues are decreased, one
representative of one transportation authority under RCW 82.14.045
whose revenues are increased, and one representative of one
transportation authority wunder RCW 82.14.045 whose revenues are
reduced, as a result of section 503 of this act and the chapter ...,
Laws of 2007 (this act) anendnents to RCW 82.14.020. Beginning July 1,
2008, the oversight commttee shall neet quarterly with the departnent
to review and provide additional input and direction on the
departnent's anal yses of |osses. Local taxing jurisdictions may al so
present to the oversight conmttee additional information to inprove
the departnent's analyses of the jurisdiction's |oss. Begi nni ng
January 1, 2010, the oversight conmttee shall neet at |east annually
wi th the departnent by Decenber 1st.

(5) The rul e-maki ng provisions of chapter 34.05 RCWdo not apply to
this section.

Sec. 904. RCW 82.14.390 and 2006 c 298 s 1 are each anended to
read as foll ows:

(1) Except as provided in subsection ((£6y)) (7) of this section,
t he governing body of a public facilities district (a) created before
July 31, 2002, wunder chapter 35.57 or 36.100 RCW that conmmences
construction of a new regional center, or inprovenent or rehabilitation
of an existing new regional center, before January 1, 2004, or (b)
created before July 1, 2006, under chapter 35.57 RCWin a county or
counties in which there are no other public facilities districts on
June 7, 2006, and in which the total population in the public
facilities district is greater than ninety thousand that conmmences
construction of a new regional center before February 1, 2007, may
inpose a sales and use tax in accordance with the ternms of this
chapter. The tax is in addition to other taxes authorized by | aw and
shall be collected from those persons who are taxable by the state
under chapters 82.08 and 82.12 RCWupon the occurrence of any taxable
event within the public facilities district. The rate of tax shall not
exceed 0.033 percent of the selling price in the case of a sales tax or
value of the article used in the case of a use tax.

(2) (@) The governing body of a public facilities district inposing
a sales and use tax under the authority of this section may increase
the rate of tax up to 0.037 percent if, within three fiscal years of
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the effective date of this section, the departnent determ nes that, as
a result of section 503 of this act and the chapter ..., Laws of 2007
(this act) amendnents to RCW82.14.020, a public facilities district's
sales and use tax collections for fiscal years after the effective date
of this section have been reduced by a net loss of at least 0.50
percent fromthe fiscal year before the effective date of this section.
The fiscal year in which this section becones effective is the first
fiscal year after the effective date of this section.

(b) The departnent shall determ ne sales and use tax collection net
| osses under this section as provided in section 903 (2) and (3) of
this act. The departnent shall provide witten notice of its
deternmi nations to public facilities districts. Determ nations by the
departnment of a public facilities district's sales and use tax
collection net losses as a result of section 503 of this act and the
chapter ..., Laws of 2007 (this act) anendnents to RCW 82.14.020 are
final and not appeal abl e.

(c) Apublic facilities district nay increase its rate of tax after
it has received witten notice fromthe departnent as provided in (b)
of this subsection. The increase in the rate of tax nust be made in
0.001 percent increnents and nmust be the |east anount necessary to
mtigate the net loss in sales and use tax collections as a result of
section 503 of this act and the chapter ..., Laws of 2007 (this act)
anendnents to RCW 82.14. 020. The increase in the rate of tax is
subject to RCW 82. 14. 055.

(3) The tax inposed under subsection (1) of this section shall be
deducted fromthe anmount of tax otherwi se required to be collected or
paid over to the departnent of revenue under chapter 82.08 or 82.12
RCW  The departnment of revenue shall perform the collection of such
taxes on behalf of the county at no cost to the public facilities
district.

((63))) (4 No tax may be collected under this section before
August 1, 2000. The tax inposed in this section shall expire when the
bonds issued for the construction of the regional center and rel ated
parking facilities are retired, but not nore than twenty-five years
after the tax is first coll ected.

((4))) (5) Moneys collected under this section shall only be used
for the purposes set forth in RCW35.57.020 and nust be nmatched with an
anmount from other public or private sources equal to thirty-three
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percent of the anount collected under this section, provided that
anounts generated from nonvoter approved taxes authorized under chapter
35.57 RCW or nonvoter approved taxes authorized under chapter 36.100
RCW shall not constitute a public or private source. For the purpose
of this section, public or private sources includes, but is not limted
to cash or in-kind contributions used in all phases of the devel opnent
or inprovenent of the regional center, land that is donated and used
for the siting of the regional center, cash or in-kind contributions
from public or private foundations, or amounts attributed to private
sector partners as part of a public and private partnership agreenent
negoti ated by the public facilities district.

((65)Y)) (6) The conbined total tax | evied under this section shal
not be greater than ((6-633)) 0.037 percent. If both a public
facilities district created under chapter 35.57 RCW and a public
facilities district created under chapter 36.100 RCWIi npose a tax under
this section, the tax inposed by a public facilities district created
under chapter 35.57 RCWshall be credited against the tax inposed by a
public facilities district created under chapter 36.100 RCW

((68Y)) (7) A public facilities district created under chapter
36.100 RCWis not eligible to inpose the tax under this section if the
| egislative authority of the county where the public facilities
district is located has inposed a sales and use tax under RCW
82.14. 0485 or 82.14.0494.

NEW SECTION. Sec. 905. A new section is added to chapter 44.28
RCWto read as foll ows:

(1) During calendar year 2010, the joint legislative audit and
review conmttee shall review the mtigation provisions for |ocal
taxing jurisdictions under RCW 82. 14. 390 and section 903 of this act to
determne the extent to which the mtigation provisions address the
needs of |ocal taxing jurisdictions for which the sourcing provisions
in section 503 of this act and the chapter ..., Laws of 2007 (this act)
amendnents to RCW 82.14.020 had the greatest fiscal inpact. I n
conducting the study, the conmmttee shall solicit input from the
oversight conmttee created in section 903 of this act and additi onal
| ocal taxing jurisdictions as the conmmttee determ nes. The depart nent

of revenue and the state treasurer shall provide the commttee with any
data within their purview that the commttee considers necessary to
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conduct the review. The conmttee shall report to the legislature the
results of its findings, and any recommendations for changes to the
mtigation provisions under RCW 82.14. 390 and section 903 of this act,
by Decenber 31, 2010.

(2) The definitions in section 902 of this act apply to this
section.

(3) This section expires July 1, 2011.

PART X
TELECOVMUNI CATI ONS PROVI SI ONS

Sec. 1001. RCW 82.32.520 and 2004 c¢ 153 s 403 are each anended to
read as foll ows:

(1) Except for the defined tel ecommunications services listed in
subsection (3) of this section, the sale of ((telephone))
t el ecomuni cations service as defined in RCW82.04.065 sold on a call-
by-call basis shall be sourced to (a) each |evel of taxing jurisdiction
where the call originates and termnates in that jurisdiction or (b)
each level of taxing jurisdiction where the call either originates or
termnates and in which the service address is also | ocated.

(2) Except for the defined tel ecommunications services listed in
subsecti on (3) of this section, a sale of ( (telephone))
t el ecomuni cations service as defined in RCW82.04.065 sold on a basis
other than a call-by-call basis, is sourced to the custoner's place of
primry use.

(3) The sales of ((telephene)) telecomunications service as
defined in RCW 82.04.065 that are listed in subsection (3) of this
section shall be sourced to each level of taxing jurisdiction as
fol | ows:

(a) A sale of nobile tel econmuni cations services, other than air-
ground radi ot el ephone service and prepaid calling service, is sourced
to the custoner's place of primary use as required by RCW 82. 08. 066.

(b) A sale of postpaid calling service is sourced to the
origination point of the telecomunications signal as first identified
by either (i) the seller's teleconmunications system or (ii)
information received by the seller fromits service provider, where the
systemused to transport such signals is not that of the seller.
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(c) A sale of prepaid calling service or a sale of a prepaid
wireless calling service is sourced as foll ows:

(1) Wien a prepaid calling service is received by the purchaser at
a business location of the seller, the sale is sourced to that business
| ocati on;

(i) When a prepaid calling service is not received by the
purchaser at a business location of the seller, the sale is sourced to
the |l ocation where receipt by the purchaser or the purchaser's donee,
desi gnated as such by the purchaser, occurs, including the |ocation
i ndi cated by instructions for delivery to the purchaser or donee, known
to the seller;

(tit) Wien (c)(i) and (ii) of this subsection do not apply, the
sale is sourced to the location indicated by an address for the
purchaser that is available from the business records of the seller
that are maintained in the ordinary course of the seller's business
when use of this address does not constitute bad faith;

(itv) Wen (c)(i), (ii), and (iii) of this subsection do not apply,
the sale is sourced to the location indicated by an address for the
purchaser obtai ned during the consunmati on of the sale, including the
address of a purchaser's paynent instrunment, if no other address is
avai |l abl e, when use of this address does not constitute bad faith;

(v) Wen (c)(i), (ii), (iii), and (iv) of this subsection do not

apply, including the circunstance where the seller is wthout
sufficient information to apply those provisions, then the |ocation
shall be determned by the address from which tangible personal

property was shipped, from which the digital good or the conputer
software delivered electronically was first available for transm ssion
by the seller, or fromwhich the service defined as a retail sale under
RCW 82.04.050 was provided, disregarding for these purposes any
| ocation that nerely provided the digital transfer of the product sold;

(vi) In the case of a sale of ((#obiHetelecormuniecations—service
that—+s—a—prepatd—telecomrunications)) prepaid wreless calling
service, (c)(v) of this subsection shall include as an option the
| ocation associated with the nobile tel ephone nunber.

(d) A sale of a private conmmunication service is sourced as
fol |l ows:

(1) Service for a separate charge related to a customer channel
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termnation point is sourced to each level of jurisdiction in which
such custoner channel term nation point is |ocated.

(1i) Service where all custonmer termnation points are |ocated
entirely wwthin one jurisdiction or levels of jurisdiction is sourced
in such jurisdiction in which the custoner channel term nation points
are | ocat ed.

(ti1) Service for segnents of a channel between two custoner
channel termnation points located in different jurisdictions and which
segnent of channel are separately charged is sourced fifty percent in
each level of jurisdiction in which the custoner channel term nation
poi nts are | ocated.

(iv) Service for segnents of a channel |ocated in nore than one
jurisdiction or levels of jurisdiction and which segnments are not
separately billed is sourced in each jurisdiction based on the
percentage determined by dividing the nunber of custonmer channel
termnation points in the jurisdiction by the total nunber of custoner
channel term nation points.

(4) The definitions in this subsection apply throughout this
chapter.

(a) "Air-ground radiotel ephone service" neans air-ground radio
service, as defined in 47 CF. R Sec. 22.99, as anended or renunbered
as of January 1, 2003, in which conmon carriers are authorized to offer
and provide radi o tel ecommuni cations service for hire to subscribers in
aircraft.

(b) "Call-by-call basis" neans any nethod of charging for
t el ecommuni cati ons services where the price is neasured by individual
calls.

(c) "Communi cations channel” nmeans a physical or virtual path of
communi cations over which signals are transmtted between or anong
custoner channel term nation points.

(d) "Custoner"™ neans the person or entity that contracts with the

seller of telecomunications services. If the end user of
t el ecomruni cations services is not the contracting party, the end user
of the telecomunications service is the custoner of t he
t el ecomruni cati ons service. "Custoner" does not include a reseller of

t el ecomruni cati ons service or for nobile tel econmuni cations service of
a serving carrier under an agreenent to serve the custoner outside the
home service provider's |licensed service area.
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(e) "Custoner channel term nation point"” neans the | ocation where
the custonmer either inputs or receives the comrunications.

(f) "End user" neans the person who uses the telecommunications
servi ce. In the case of an entity, the term end user neans the
i ndi vi dual who uses the service on behalf of the entity.

(g) "Hone service provider" neans the sane as that termis defined
in RCW 82. 04. 065.

(h) "Mobile tel ecommunications service" nmeans the sane as that term
is defined in RCW 82. 04. 065.

(i) "Place of primary use" neans the street address representative
of where the custoner's use of the tel econmunications service primarily
occurs, which nust be the residential street address or the primary
busi ness street address of the custoner. In the case of nobile
t el ecommuni cati ons services, "place of primary use" nust be wthin the
i censed service area of the hone service provider.

(j) "Postpaid calling service" neans the tel econmuni cati ons service
obt ai ned by maki ng a paynent on a call-by-call basis either through the
use of a credit card or paynent mechani smsuch as a bank card, travel
card, credit card, or debit card, or by charge made to which a
tel ephone nunmber that is not associated with the origination or
termnation of the teleconmunications service. A postpaid calling
service includes a telecomunications service, except a prepaid
wireless calling service, that would be a prepaid calling service
except it is not exclusively a tel ecommuni cations service.

(k) "Prepaid calling service" neans the right to access exclusively
t el ecomruni cati ons services, which nust be paid for in advance and
whi ch enables the origination of calls using an access nunber and/or
aut hori zati on code, whether manually or electronically dialed, and that
is sold in predetermned units or dollars of which the nunber declines
with use in a known anount.

(I') "Prepaid wireless calling service" neans a tel ecomunications
service that provides the right to use nobile wreless service as well
as other nontel ecomunications services, including the download of
digital products delivered electronically, content, and ancillary
services, which nust be paid for in advance that is sold in
predeterm ned units or dollars of which the nunber declines wth use in
a _known anount.
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(m "Private conmunication service" neans a teleconmunications
service that entitles the custoner to exclusive or priority use of a
communi cations channel or group of channels between or anong
term nation points, regardl ess of the manner in which such channel or
channels are connected, and includes sw tching capacity, extension
lines, stations, and any other associ ated services that are provided in
connection wth the use of such channel or channels.

((6M)) (n) "Service address" neans:

(1) The location of the telecomunications equipnment to which a
custoner's call is charged and from which the call originates or
term nates, regardless of where the call is billed or paid,

(ti) If the location in ((&9)) (n)(i) of this subsection is not
known, the origination point of the signal of the telecommunications
services first identified by either the seller's teleconmunications
system or in information received by the seller from its service
provi der, where the systemused to transport such signals is not that
of the seller;

(tit) If the locations in ((&M)) ((n)(i) and (ii) of this
subsection are not known, the location of the custonmer's place of
primry use.

Sec. 1002. RCW 82.04.065 and 2002 ¢ 67 s 2 are each anended to
read as foll ows:

(1) "Conpetitive tel ephone service" neans the providing by any
person of tel ecomunications equi pnent or apparatus, or service related
to that equi pnent or apparatus such as repair or maintenance service,
if the equipnent or apparatus is of a type which can be provided by
persons that are not subject to regulation as tel ephone conpani es under
Title 80 RCWand for which a separate charge i s made.

(2) ((“Network—telephone H-cel—mean he—proy

-------------
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£5r)) "Ancillary services" neans services that are associated with

or incidental to the provision of "teleconmunications services,"
including but not limted to "detailed telecomunications billing,"
"directory assistance," "vertical service," and "voice nmil services."

(3) "Conference-bridging service" nmeans an ancillary service that
links two or nore participants of an audio or video conference call and

may include the provision of a tel ephone nunber. "Conference-bridgi ng

servi ce" does not include the tel ecomunications services used to reach

t he conference bridge.

(4) "Detailed telecomunications billing service" means  an
ancillary service of separately stating information pertaining to
i ndividual calls on a custoner's billing statenent.

(5) "Directory assistance" neans an ancillary service of providing

t el ephone nunmber i nformati on, and/or address information.
(6) "Vertical service" neans an ancillary service that is offered
in connection with one or nore tel ecommuni cati ons services, that offers

advanced calling features that all ow custoners to identify callers and

to manage multiple calls and call connections, including conference-
bridgi ng services.

(7) "Voice mail service" neans an ancillary service that enables
the custoner to store, send, or receive recorded nessages. "Voice nail

servi ce" does not include any vertical services that the custoner nay
be required to have in order to use the voice nnil service.
(8) "Tel ecommuni cations service" neans the electronic transm ssSion,

conveyance, or routing of voice, data, audio, video, or any other
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information or signals to a point, or between or anong points.
"Tel econmuni cati ons service" includes such transm ssion, conveyance, oOr
routing in which conputer processing applications are used to act on
the form code, or protocol of the <content for purposes of
transm ssion, conveyance, or routing wthout regard to whether such
service is referred to as voice over internet protocol services or is
classified by the federal comrunications conmm ssion as enhanced or
val ue added. "Tel econmunications service" does not include:

(a) Data processing and information services that allow data to be
generated, acquired, stored, processed, or retrieved and delivered by
an electronic transmssion to a purchaser where such purchaser's
primary purpose for the underlying transaction is the processed data or
i nformati on;

(b) Installation or nmintenance of wring or equipnent on a
custoner's prem ses;

(c) Tangi ble personal property;

(d) Adverti sing, i ncl udi ng but not limted to directory
adverti sing;
(e) Billing and coll ection services provided to third parties;

(f) Internet access service,;

(g) Radio and television audio and video programming services,
regardless of the nedium including the furnishing of transm ssion
conveyance, and routing of such services by the progranm ng service
provi der. Radi o and television audio and video programmng services
include but are not |limted to cable service as defined in 47 U S. C
Sec. 522(6) and audio and video progranm ng services delivered by
comercial nobile radio service providers, as defined in section 20. 3,
Title 47 C F. R

(h) Ancillary services; or

(i) Digital products delivered electronically, including but not
limted to software, nusic, video, reading nmaterials, or ring tones.

(9) "800 service" neans a tel ecomuni cations service that allows a
caller to dial a toll-free nunber without incurring a charge for the
call. The service is typically nmarketed under the nane "800," "855,"
"866," "877," and "888" toll-free calling, and any subsequent nunbers
designated by the federal conmmunications conm Ssion.

(10) "900 service" neans an inbound toll teleconmunications service
purchased by a subscriber that allows the subscriber's custoners to
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call in to the subscriber's prerecorded announcenent or live service.
"900 service" does not include the charge for: Coll ection services
provided by the seller of the teleconmunications services to the
subscriber, or services or products sold by the subscriber to the
subscri ber's custoner. The service is typically nmarketed under the
nanme "900" service, and any subsequent nunbers designated by the
federal communi cations conm Ssion.

(11) "Fixed wireless service" neans a teleconmunications service
that provides radi o communi cation between fixed points.

(12) "Mobile wireless service" neans a tel econmunications service
that is transmtted, conveyed, or routed regardless of the technol ogy
used, whereby the origination and/or termnation points of the
transm ssion, conveyance, or routing are not fixed, including, by way
of exanple only, telecomunications services that are provided by a
comercial nobile radio service provider.

(13) "Paging service" neans a teleconmunications service that
provides transmssion of coded radio signals for the purpose of
activating specific pagers; these transm ssions may include nessages
and/ or sounds.

(14) "Prepaid calling service" neans the right to access
exclusively telecomunications services, which nust be paid for in
advance and which enable the origination of calls using an access
nunber or authorization code, whether nmnually or electronically
dialed, and that is sold in predetermned units or dollars of which the
nunber declines with use in a known anount.

(15) "Prepaid wireless calling service" neans a telecomuni cations
service that provides the right to use nobile wireless service as well
as other nontel econmunications services including the download of
digital products delivered electronically, content, and ancillary
services, which nust be paid for in advance and that is sold in
predeterm ned units or dollars of which the nunber declines with use in
a _known anount.

(16) "Private communications service" neans a telecomunications
service that entitles the custoner to exclusive or priority use of a
comuni cations channel or group of channels between or anong
termnation points, regardless of the manner in which the channel or
channels are connected, and includes swtching capacity, extension
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lines, stations, and any other associated services that are provided in

connection with the use of the channel or channels.

(17) "Value-added nonvoice data service" neans a service that
ot herwi se neets the definition of telecomunications services in which
conputer processing applications are used to act on the form content,
code, or protocol of the information or data primarily for a purpose
other than transm ssion, conveyance, or routing.

(18) "Charges for nobile tel ecomunications services" means any
charge for, or associated with, the provision of commercial nobile
radio service, as defined in section 20.3, Title 47 CF.R as in effect
on June 1, 1999, or any charge for, or associated with, a service
provi ded as an adjunct to a commercial nobile radio service, regardl ess
of whether individual transm ssions originate or termnate within the
licensed service area of the nobile teleconmunications service
provi der.

((8y)) (19) "Custoner" neans: (a) The person or entity that
contracts with the honme service provider for nobile tel econmunications
services; or (b) the end user of the nobile tel ecommuni cati ons service,
if the end user of nobile teleconmunications services is not the
contracting party, but this subsection (({6))) (19)(b) applies only for
t he purpose of determning the place of primary use. The term does not
include a reseller of nobile tel econmunications service, or a serving
carrier under an arrangenent to serve the custoner outside the hone
service provider's |licensed service area.

((6H)) (20) "Designated data base provider" neans a person
representing all the political subdivisions of the state that is:

(a) Responsible for providing an el ectronic data base prescribed in
4 U S.C. Sec. 119(a) if the state has not provided an electronic data
base; and

(b) Approved by municipal and county associ ations or |eagues of the
state whose responsibility it would otherwi se be to provide a data base
prescribed by 4 U S.C. Secs. 116 through 126.

((68))) (21) "Enhanced zip code" neans a United States postal zip
code of nine or nore digits.

((69Y)) (22) "Honme service provider" neans the facilities-based
carrier or reseller with whomthe custoner contracts for the provision
of nobile tel econmuni cati ons servi ces.
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((£28))) (23) "Licensed service area" neans the geographic area in
whi ch the hone service provider is authorized by law or contract to
provi de comrercial nobile radio service to the custoner.

((+H)) (24) "Mobile tel ecommuni cations service" nmeans conmerci al
nobi |l e radi o service, as defined in section 20.3, Title 47 CF.R as in
effect on June 1, 1999.

((+2)) (25) "Mobile tel ecommunications service provider"” means a
home service provider or a serving carrier.

((3))) (26) "Place of primary use" neans the street address
representative of where the custoner's use of the nobile
t el ecomruni cations service primarily occurs, which nust be:

(a) The residential street address or the primary business street
address of the custoner; and

(b) Wthin the licensed service area of the home service provider.

((24)1)) (27) "Prepaid tel ephone calling service" means the right
to purchase exclusively tel ecommunications services that nust be paid
for in advance, that enables the origination of calls using an access
nunber, authorization code, or both, whether manually or electronically
dialed, if the remaining anount of units of service that have been
prepaid is known by the provider of the prepaid service on a continuous
basi s.

((£51)) (28) "Reseller™ means a provider who purchases
t el ecommuni cati ons services from another teleconmunications service
provider and then resells, uses as a conponent part of, or integrates
the purchased services into a nobile telecommunications service.
"Resell er" does not include a serving carrier with whom a hone service
provi der arranges for the services to its custoners outside the hone
service provider's |licensed service area.

((26)1)) (29) "Serving carrier" nmeans a facilities-based carrier
providing nobile telecommunications service to a custonmer outside a
home service provider's or reseller's licensed service area.

((+H)) (30) "Taxing jurisdiction" nmeans any of the several
states, the District of Colunbia, or any territory or possession of the
United States, any nunicipality, city, county, township, parish,
transportation district, or assessnent jurisdiction, or other political
subdivision within the territorial limts of the United States with the
authority to inpose a tax, charge, or fee.
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Sec. 1003. RCW 82.04.065 and 1997 ¢ 304 s 5 are each anmended to
read as foll ows:

(1) "Conpetitive tel ephone service" neans the providing by any
person of tel ecomunications equi pnent or apparatus, or service rel ated
to that equi pnent or apparatus such as repair or maintenance service,
if the equipnent or apparatus is of a type which can be provided by
persons that are not subject to regulation as tel ephone conpani es under
Title 80 RCWand for which a separate charge is nmade.

(2) ((*Network—tel-ephone jice’ means the pro

eperating—an—exechange)) "Ancillary services" neans services that are

associated with or incidental to the provision of "tel econmunicati ons

services," including but not limted to "detailed tel ecommuni cati ons
billing," "directory assistance," "vertical service," and "voice nnil
services."
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(3) "Conference-bridging service" neans an ancillary service that
links two or nore participants of an audio or video conference call and
may i nclude the provision of a tel ephone nunber. "Conference-bridging
service" does not include the tel econmunications services used to reach
the conference bridge.

(4) "Detailed telecomunications billing service" means  an
ancillary service of separately stating information pertaining to
i ndividual calls on a custoner's billing statenent.

(5) "Directory assistance" neans an ancillary service of providing
t el ephone nunber information, and/or address infornmation.

(6) "Vertical service" neans an ancillary service that is offered
in connection with one or nore tel ecomunications services, that offers
advanced calling features that allow custoners to identify callers and
to manage multiple calls and call connections, including conference-
bridgi ng services.

(7) "Voice mail service" neans an ancillary service that enables
the custoner to store, send, or receive recorded nessages. "Voice mail
service" does not include any vertical services that the custoner may
be required to have in order to use the voice nmail service.

(8) "Tel ecomuni cations service" neans the electronic transm ssion,
conveyance, or routing of voice, data, audio, video, or any other
information or signals to a point, or between or anong points.
"Tel econmuni cati ons service" includes such transm ssion, conveyance, oOr
routing in which conputer processing applications are used to act on
the form code, or protocol of the <content for purposes of
transm ssion, conveyance, or routing wthout regard to whether such
service is referred to as voice over internet protocol services or is
classified by the federal comrunications conmm ssion as enhanced or
val ue added. "Tel econmunications service" does not include:

(a) Data processing and information services that allow data to be
generated, acquired, stored, processed, or retrieved and delivered by
an electronic transmssion to a purchaser where such purchaser's
primary purpose for the underlying transaction is the processed data or
i nformati on;

(b) Installation or nmintenance of wring or equipnent on a
custoner's prem ses;

(c) Tangi bl e personal property;
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(d) Adverti si ng, I ncluding but not limted to directory
adverti sing;

(e) Billing and collection services provided to third parties;

(f) Internet access service,;

(g) Radio and television audio and video programming services,
regardless of the nedium including the furnishing of transm ssion
conveyance, and routing of such services by the progranm ng service
provi der. Radio and television audio and video programrng services
include but are not |limted to cable service as defined in 47 U S C
Sec. 522(6) and audio and video progranm ng services delivered by
comercial nobile radio service providers, as defined in section 20. 3,
Title 47 C F. R

(h) Ancillary services; or

(i) Digital products delivered electronically, including but not
limted to software, nusic, video, reading nmaterials, or ring tones.

(9) "800 service" neans a tel ecomruni cations service that allows a
caller to dial a toll-free nunber wthout incurring a charge for the
call. The service is typically nmarketed under the nane "800," "855,"
"866," "877," and "888" toll-free calling, and any subsequent nunbers
desi gnated by the federal conmmunications conm Ssion.

(10) "900 service" neans an inbound toll "telecomunications
service" purchased by a subscriber that allows the subscriber's
custoners to call in to the subscriber's prerecorded announcenent or
live service. "900 service" does not include the charge for:
Collection services provided by the seller of the tel econmunications
services to the subscriber, or services or products sold by the
subscriber to the subscriber's custoner. The service is typically
mar keted under the nanme "900" service, and any subsequent nunbers
designated by the federal conmmunications conm Ssion.

(11) "Fixed wireless service" neans a teleconmunications service
that provides radi o communi cation between fixed points.

(12) "Mobile wireless service" neans a tel econmunications service
that is transmtted, conveyed, or routed regardless of the technol ogy
used, whereby the origination and/or termnation points of the
transm ssion, conveyance, or routing are not fixed, including, by way
of exanple only, telecomunications services that are provided by a
comercial nobile radio service provider.
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(13) "Paging service" neans a teleconmunications service that
provides transmssion of coded radio signals for the purpose of
activating specific pagers; these transm ssions may include nessages
and/ or sounds.

(14) "Prepaid calling service" neans the right to access
exclusively telecomunications services, which nust be paid for in
advance and which enable the origination of calls using an access
nunber or authorization code, whether nmnually or electronically
dialed, and that is sold in predetermned units or dollars of which the
nunber declines with use in a known anount.

(15) "Prepaid wireless calling service" neans a telecomuni cations
service that provides the right to use nobile wireless service as well
as other nontel econmunications services including the download of
digital products delivered electronically, content, and ancillary
services, which nust be paid for in advance and that is sold in
predeterm ned units or dollars of which the nunber declines with use in
a _known anount.

(16) "Private communications service" neans a telecomunications
service that entitles the custoner to exclusive or priority use of a
comuni cations channel or group of channels between or anong
termnation points, regardless of the manner in which the channel or
channels are connected, and includes switching capacity, extension
lines, stations, and any other associated services that are provided in
connection with the use of the channel or channels.

(17) "Value-added nonvoice data service" neans a service that
ot herwi se neets the definition of telecomunications services in which
conputer processing applications are used to act on the form content,
code, or protocol of the information or data prinmarily for a purpose
other than transm ssion, conveyance, or routing.

Sec. 1004. RCW 82.04.050 and 2005 ¢ 515 s 2 and 2005 ¢ 514 s 101
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 real
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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, inprints, 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 used 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; ((fer})) or

(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 al so neans every sale of tangible personal property to persons
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
obl i gati ons under an extended warranty as defined in subsection (7) of
this section, if such tangi ble personal property replaces or becones an
i ngredi ent or conponent of property covered by the extended warranty
W t hout intervening use by such person.
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(2) The term "sale at retail” or "retail sale" shall include the
sale of or charge made for tangi ble 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 bl e personal property of or for consuners, including
charges made for the nere use of facilities in respect thereto, but
excl udi ng charges nmade for the use of self-service laundry facilities,
and al so excluding sales of laundry service to nonprofit health care
facilities, and excluding services rendered in respect to Iive aninals,
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 agricul ture;

(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 nmade for
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
i ncluding, 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;
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(e) The sale of or charge nade 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 nmade 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 nade 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 nade 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:

(a) Anmusenent and recreation services including but not limted to
gol f, 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,
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trimmng, repairing, renoving, and clearing of trees and brush near
electric transm ssion or distribution lines 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 term shall also include the providing of "conpetitive
tel ephone service,”" "telecommunications service," or "ancillary
services," as those terns are defined in RCW82.04. 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 nethod 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 nade for an
extended warranty to a consuner. For purposes of this subsection,
"extended warranty" neans an agreenent for a specified duration to
performthe replacenment or repair of tangi ble personal property at no
addi tional charge or a reduced charge for tangi bl e 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 nade for the agreenent and
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the value of the agreenent 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 nmade 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 transportation vehicles of any kind.

(9) The term shall also not include sales of chem cal 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 include
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.

(10) The term shall not include the sale of or charge made for
| abor and services rendered in respect to the constructing, repairing,
decorating, or inproving of new or existing buildings or other
structures under, upon, or above real property of or for the 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 tangible 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
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instrunmentality 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.

(11) The term shall not include the sale of or charge made for
| abor, services, or tangi ble personal property pursuant to agreenents
provi di ng mai ntenance services for bus, rail, or rail fixed guideway
equi pnent when a regional transit authority is the recipient of the
| abor, services, or tangi ble personal property, and a transit agency,
as defined in RCW81.104. 015, perforns the | abor or services.

Sec. 1005. RCW 82.08.0289 and 2002 ¢ 67 s 6 are each anended to
read as foll ows:
(1) The tax levied by RCW82.08.020 shall not apply to sales of:
(a) ((Network—relephone—service—other—than—tolH—service—+to
L d ol ;
o I Lepl ) hich i o by . .
Hr——cotn—operatedtelephones)) Local service;

(b) Coin-operated tel ephone service; and

(c) Mobile tel econmuni cations services, including any toll service,
provided to a custoner whose place of primary use is outside this
state.

(2) The definitions in RCW82.04. 065, as well as the definitions in
this subsection, apply to this section.

(a) ((* g ol . ndividual I i
restdential——elass—of—telephone—serviee)) "Local service" neans
ancillary services and teleconmunications service, other than toll
service, provided to an individual subscribing to a residential class
of tel ephone service.

(b) "Toll service" does not include custonmer access |ine charges
for access to a toll calling network.

(c) "Coin-operated telephone service" neans a telecomunications
service paid for by inserting noney into a tel ephone accepting direct
deposits of noney to operate.

Sec. 1006. RCW 82.08.0289 and 1983 2nd ex.s. ¢ 3 s 30 are each
anmended to read as foll ows:
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(1) The tax levied by RCW82.08.020 shall not apply to sales of:

(a) ((Network—telephone—service—other—than—tolH—serviece—+to
restdent-al—eustoners—

o I Lepl . hich i Lo by . .
Hr—ecotn—operatedtelephones)) Local service; and

(b) Coin-operated tel ephone service.

(2) As used in this section:

(a) ((“Network—telephone—service—has—the—meanng—gtven—n—REW
8204065

gy L  al ., ndividual I i
restdential——elass—of—telephone—serviee)) "Local service" neans

ancillary services and tel econmuni cations service, as those terns are
defined in RCW 82.04.065, other than toll service, provided to an
i ndi vidual subscribing to a residential class of tel ephone service.

((€e))) (b) "Toll service" does not include custoner access line
charges for access to a toll calling network.

(c) "Coin-operated tel ephone service" neans a telecommunications
service paid for by inserting noney into a tel ephone accepting direct
deposits of noney to operate.

Sec. 1007. RCW 82.04.060 and 2005 ¢ 514 s 102 are each anended to
read as foll ows:

"Sal e at whol esale" or "whol esal e sal e" 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)) conpetitive telephone
service, ancillary services, or telecomunications service as those
terns are defined in RCW82. 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 RCW82.04. 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 naned
in RCW 82. 04. 100.
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Sec. 1008. RCW 82.04.190 and 2005 c¢ 514 s 103 are each anended to
read as foll ows:

"Consuner" means 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, 1inprove,
construct, or decorate real or personal property of or for consuners
other than for the purpose (a) of resale as tangi ble personal property
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) of consumng the property
purchased in producing ferrosilicon which is subsequently used in
produci ng magnesium for sale, if the primary purpose of such property
is to create a chemcal reaction directly through contact with an
ingredient of ferrosilicon or (e) of satisfying the person's
obl i gati ons under an extended warranty as defined in RCW 82. 04. 050(7),
i f such tangi bl e personal property replaces or becones an ingredient or
conponent of property covered by the extended warranty wthout
i nterveni ng 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 ((telephene)) conpetitive telephone service, ancillary
services, or telecommunications service as those terns are defined in
RCW 82. 04. 065, other than for resale in the regular course of business;
(c) any person who purchases, acquires, or uses any service defined in
RCW 82.04.050(2)(a), 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); (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
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regul ar 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 RCW 82.04.050(7) other than for resale in the
regul ar course of business;

(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, nmass 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
the United States and which is used or to be used primarily for foot or
vehi cul ar 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
shall 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 otherwise 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
instrunentality thereof, or a county or city housing authority created
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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
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 investnment 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 i nposed 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 consunmed in respect to repairing the
machi nery and equi pnent, if the tangi bl e 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";

(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, |essee, 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. 1009. RCW 82. 14B. 020 and 2002 ¢ 341 s 7 are each anended to

read as foll ows:
As used in this chapter:
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(1) "Emergency services comruni cation systeni neans a nulticounty,
countyw de, or districtwide radio or |andline communications network,
i ncl udi ng an enhanced 911 tel ephone system which provides rapid public
access for coordinated dispatching of services, personnel, equipnent,
and facilities for police, fire, nedical, or other energency services.

(2) "Enhanced 911 tel ephone systent nmeans a public tel ephone system
consisting of a network, data base, and on-prem ses equi pnent that is
accessed by dialing 911 and that enables reporting police, fire,
medi cal, or other energency situations to a public safety answering
poi nt . The system includes the capability to selectively route
incomng 911 calls to the appropriate public safety answering point
that operates in a defined 911 service area and the capability to
automatically display the nane, address, and telephone nunber of
incom ng 911 calls at the appropriate public safety answering point.

(3) "Switched access line" neans the tel ephone service |ine which
connects a subscriber's main telephone(s) or equivalent nmain
t el ephone(s) to the | ocal exchange conpany's switching office.

(4) "Local exchange conpany"” has the neaning ascribed to it in RCW
80. 04. 010.

(5) "Radio access |ine" nmeans the tel ephone nunber assigned to or
used by a subscriber for two-way | ocal w reless voice service avail able
to the public for hire from a radi o conmunications service conpany.

Radi o access lines include, but are not limted to, radio-tel ephone
communi cations lines used in cellular telephone service, personal
communi cations services, and network radio access lines, or their
functional and conpetitive equivalent. Radi o access lines do not

include lines that provide access to one-way signaling service, such as
pagi ng service, or to communications channels suitable only for data
transm ssion, or to nonlocal radio access line service, such as
W reless roamng service, or to a private tel econmunications system

(6) "Radi o comruni cations service conpany" has the neaning ascribed
to it in RCW 80.04.010, except that it does not include radio paging
provi ders. It does include those persons or entities that provide
commercial nmobile radio services, as defined by 47 US. C  Sec.
332(d) (1), and both facilities-based and nonfacilities-based resellers.

(7) "Private tel ecomuni cations systent has the neaning ascribed to
it in RCW80.04.010.
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(8) "Subscriber" neans the retail purchaser of tel ephone service as
t el ephone service is defined in RCW ((82084-065(3))) 82.16.010.
(9) "Place of primary use" has the neaning ascribed to it in ((the

Federal—mobtHe—teleconmuni-cattons—souwretbng—aect—P+——106-252)) RCW
82. 04. 065.

Sec. 1010. RCW 82.72.010 and 2004 c 254 s 3 are each anmended to
read as foll ows:

The definitions in this section apply throughout this chapter
unl ess the context clearly requires otherw se.

(1) "Switched access |ine" has the neaning provided in RCW
82. 14B. 020.

(2) "Local exchange conpany" has the neaning provided in RCW
80. 04. 010.

(3) "Subscriber" neans the retail purchaser of tel ephone service as
t el ephone service is defined in RCW ((82084-065(3))) 82.16.010.

(4) "Tel ephone program excise taxes" neans the taxes on swtched
access lines inposed by RCW 43. 20A. 725 and 80. 36. 430.

Sec. 1011. RCW 82.32.555 and 2004 ¢ 76 s 1 are each anended to
read as foll ows:

If a taxing jurisdiction does not subject some charges for
((telephone)) ancillary services or teleconmunications service, as
those terns are defined in RCW 82.04.065, to taxation, but these
charges are aggregated with and not separately stated from charges that
are subject to taxation, then the charges for nontaxabl e ((telephene))
ancillary services or telecomunications service, as those terns are
defined in RCW 82.04.065, may be subject to taxation unless the
((telephone)) tel ecommuni cations service ((er)) provider or ancillary
services provider can reasonably identify charges not subject to the
tax, charge, or fee fromits books and records that are kept in the
regular course of business and for purposes other than nerely
allocating the sales price of an aggregated charge to the individually
aggregated itens.

Sec. 1012. RCW 35A.82.055 and 2002 ¢ 179 s 4 are each anended to
read as foll ows:
Any code city which inposes a |icense fee or tax upon the business
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activity of engaging in the tel ephone business, as defined in RCW
((82064-065)) 82.16.010, which is neasured by gross receipts or gross
income fromthe business shall inpose the tax at a uniformrate on al
persons engaged in the tel ephone business in the code city.

This section does not apply to the providing of conpetitive
t el ephone service as defined in RCW 82.04.065 or to the providing of
payphone service as defined in RCW35. 21. 710.

Sec. 1013. RCW 35A.82.060 and 2002 ¢ 67 s 10 are each anended to
read as foll ows:

(1) Any code city which inposes a license fee or tax upon the
business activity of engaging in the telephone business which is
measured by gross receipts or gross inconme nay inpose the fee or tax,
if it desires, on one hundred percent of the total gross revenue
derived fromintrastate toll tel ephone services subject to the fee or
tax: PROVIDED, That the city shall not inpose the fee or tax on that
portion of network telephone service which represents charges to
anot her tel ecommuni cations conpany, as defined in RCW 80.04.010, for
connecting fees, switching charges, or carrier access charges relating
to intrastate toll telephone services, or for access to, or charges
for, interstate services, or charges for network tel ephone service that
is purchased for the purpose of resale, or <charges for nobile
t el ecomruni cations services provided to custonmers whose place of
primary use is not within the city.

(2) Any city that inposes a license tax or fee under subsection (1)
of this section has the authority, rights, and obligations of a taxing
jurisdiction as provided in RCW82.32.490 through 82.32.510.

(3) The definitions in RCW 82.04.065 and 82.16.010 apply to this
section.

Sec. 1014. RCW 35A.82.060 and 1989 c¢ 103 s 3 are each anended to
read as foll ows:

Any code city which inposes a license fee or tax upon the business
activity of engaging in the tel ephone business, as defined in RCW
((8204-065)) 82.16.010, which is neasured by gross receipts or gross
i ncone nmay inpose the fee or tax, if it desires, on one hundred percent
of the total gross revenue derived from intrastate toll telephone
services subject to the fee or tax: PROVIDED, That the city shall not
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i npose the fee or tax on that portion of network tel ephone service, as
defined in RCW ((8264-065)) 82.16.010, which represents charges to
anot her tel ecommunications conpany, as defined in RCW 80.04.010, for
connecting fees, switching charges, or carrier access charges relating
to intrastate toll telephone services, or for access to, or charges
for, interstate services, or charges for network tel ephone service that
i's purchased for the purpose of resale.

Sec. 1015. RCW 35A.82.065 and 1989 c¢ 103 s 4 are each anended to
read as foll ows:

Not wi t hst andi ng RCW 35. 21. 714 or 35A.82.060, any city or town which
i nposes a tax upon business activities neasured by gross receipts or
gross incone fromsales, may inpose such tax on that portion of network
tel ephone service, as defined in RCW ((8204065)) 82.16.010, which
represents charges to another telecomuni cations conpany, as defined in
RCW 80.04.010, for connecting fees, switching charges, or carrier
access charges relating to intrastate toll services, or charges for
network tel ephone service that is purchased for the purpose of resale.
Such tax shall be levied at the sane rate as is applicable to other
conpetitive tel ephone service as defined in RCW 82. 04. 065.

Sec. 1016. RCW 35.21.712 and 2002 ¢ 179 s 2 are each anmended to
read as foll ows:

Any city which inposes a license fee or tax upon the business
activity of engaging in the tel ephone business, as defined in RCW
((82064-065)) 82.16.010, which is neasured by gross receipts or gross
income fromthe business shall inpose the tax at a uniformrate on al
persons engaged in the tel ephone business in the city.

This section does not apply to the providing of conpetitive
t el ephone service as defined in RCW 82.04.065 or to the providing of
payphone service as defined in RCW35. 21. 710.

Sec. 1017. RCW 35.21.714 and 2002 ¢ 67 s 9 are each anended to
read as foll ows:

(1) Any city which inposes a |license fee or tax upon the business
activity of engaging in the telephone business which is neasured by
gross receipts or gross income may inpose the fee or tax, if it
desires, on one hundred percent of the total gross revenue derived from

SSB 5089. SL p. 54



© 00 N O Ol WDN P

[ S S S S
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

intrastate toll telephone services subject to the fee or tax:
PROVI DED, That the city shall not inpose the fee or tax on that portion
of network telephone service which represents charges to another
t el econmuni cati ons conpany, as defined in RCWB80.04.010, for connecting
fees, switching charges, or <carrier access charges relating to
intrastate toll tel ephone services, or for access to, or charges for,
interstate services, or charges for network tel ephone service that is
purchased for the purpose of resale, or charges for nobile
t el ecomruni cations services provided to custoners whose place of
primary use is not wwthin the city.

(2) Any city that inposes a license tax or fee under subsection (1)
of this section has the authority, rights, and obligations of a taxing
jurisdiction as provided in RCW82.32.490 through 82.32.510.

(3) The definitions in RCW 82.04.065 and 82.16.010 apply to this
section.

Sec. 1018. RCW 35.21.714 and 1989 ¢ 103 s 1 are each amended to
read as foll ows:

Any city which inposes a license fee or tax upon the business
activity of engaging in the tel ephone business, as defined in RCW
((8204-065)) 82.16.010, which is neasured by gross receipts or gross
i ncone nmay inpose the fee or tax, if it desires, on one hundred percent
of the total gross revenue derived from intrastate toll telephone
services subject to the fee or tax: PROVIDED, That the city shall not
i npose the fee or tax on that portion of network tel ephone service, as
defined in RCW ((8264-065)) 82.16.010, which represents charges to
anot her tel ecommunications conpany, as defined in RCW 80.04.010, for
connecting fees, switching charges, or carrier access charges relating
to intrastate toll telephone services, or for access to, or charges
for, interstate services, or charges for network tel ephone service that
is purchased for the purpose of resale.

Sec. 1019. RCW 35.21.715 and 1989 ¢ 103 s 2 are each amended to
read as foll ows:

Not wi t hst andi ng RCW 35. 21. 714 or 35A.82.060, any city or town which
i nposes a tax upon business activities neasured by gross receipts or
gross incone fromsales, may inpose such tax on that portion of network
tel ephone service, as defined in RCW ((8204065)) 82.16.010, which
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represents charges to another telecomuni cations conpany, as defined in
RCW 80.04.010, for connecting fees, switching charges, or carrier
access charges relating to intrastate toll services, or charges for
network tel ephone service that is purchased for the purpose of resale.
Such tax shall be levied at the sanme rate as is applicable to other
conpetitive tel ephone service as defined in RCW 82. 04. 065.

Sec. 1020. RCW 35.21.860 and 2000 ¢ 83 s 8 are each anended to
read as foll ows:

(1) No city or towm may inpose a franchise fee or any other fee or
charge of whatever nature or description upon the |light and power, or
gas distribution businesses, as defined in RCW82.16.010, or tel ephone
business, as defined in RCW ((82964-065)) 82.16.010, or service
provi der for use of the right of way, except:

(a) A tax authorized by RCW 35.21. 865 may be inposed;

(b) A fee may be charged to such businesses or service providers
that recovers actual adm nistrative expenses incurred by a city or town
that are directly related to receiving and approving a permt, |icense,
and franchise, to inspecting plans and construction, or to the
preparation of a detailed statenent pursuant to chapter 43.21C RCW

(c) Taxes permtted by state | aw on service providers;

(d) Franchise requirenents and fees for cable tel evision services
as allowed by federal |aw, and

(e) A site-specific charge pursuant to an agreenent between the
city or towmm and a service provider of personal wreless services
acceptable to the parties for:

(1) The placenment of new structures in the right of way regardl ess
of height, unless the new structure is the result of a nandated
relocation in which case no charge will be inposed if the previous
| ocati on was not charged;

(i1) The placenment of replacenent structures when the repl acenent
is necessary for the installation or attachnent of wireless facilities,
and the overall height of the replacenent structure and the wrel ess
facility is nore than sixty feet; or

(iii1) The placenent of personal wireless facilities on structures
owned by the city or town located in the right of way. However, a
site-specific charge shall not apply to the placenent of personal
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wireless facilities on existing structures, unless the structure is
owned by the city or town.

A city or towm is not required to approve the use permt for the
pl acenment of a facility for personal wireless services that neets one
of the criteria in this subsection absent such an agreenent. If the
parties are unable to agree on the anount of the charge, the service
provider may submt the anount of the charge to binding arbitration by
serving notice on the city or town. Wthin thirty days of receipt of
the initial notice, each party shall furnish a list of acceptable
arbitrators. The parties shall select an arbitrator; failing to agree
on an arbitrator, each party shall select one arbitrator and the two
arbitrators shall select a third arbitrator for an arbitration panel.
The arbitrator or arbitrators shall determne the charge based on
conparabl e siting agreenments involving public |and and rights of way.
The arbitrator or arbitrators shall not decide any other disputed
issues, including but not limted to size, location, and zoning
requi renents. Costs of the arbitration, including conpensation for the
arbitrator's services, must be borne equally by the parties
participating in the arbitration and each party shall bear its own
costs and expenses, including legal fees and wtness expenses, in
connection wth the arbitration proceedi ng.

(2) Subsection (1) of this section does not prohibit franchise fees
i nposed on an el ectrical energy, natural gas, or tel ephone business, by
contract existing on April 20, 1982, with a city or town, for the
duration of the contract, but the franchise fees shall be considered
taxes for the purposes of the [imtations established in RCW35. 21. 865
and 35.21.870 to the extent the fees exceed the costs all owabl e under
subsection (1) of this section.

Sec. 1021. RCW 35.102.020 and 2003 ¢ 79 s 2 are each anmended to
read as follows:

Chapter 79, Laws of 2003 does not apply to taxes on any service
that historically or traditionally has been taxed as a utility business
for municipal tax purposes, such as:

(1) A light and power business or a natural gas distribution
busi ness, as defined in RCW82. 16. 010;

(2) A telephone business, as defined in RCW ((82084065))
82.16.010;
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(3) Cabl e tel evision services;
(4) Sewer or water services;
(5) Drainage services;

(6) Solid waste services; or
(7) Steam services.

Sec. 1022. RCW 82.04.530 and 2004 c¢ 153 s 410 are each anended to
read as foll ows:

For pur poses  of this chapter, a  ((telephone—business))
t el ecomuni cati ons service provi der ot her t han a nobi | e
t el ecomruni cati ons service provider nust calculate gross proceeds of
((retait)) sales in a manner consistent wth the sourcing rules
provided in RCW82.32.520. The departnent nmay adopt rules to inplenent
this section, including rules that provide a fornulary nethod of
determ ning gross proceeds that reasonably approximtes the taxable
activity of a tel ephone business.

Sec. 1023. RCW 82.16.010 and 1996 ¢ 150 s 1 are each anmended to
read as foll ows:

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

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

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

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

(4) "Water distribution business" neans the business of operating
a plant or systemfor the distribution of water for hire or sale.
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(5) "Light and power business" neans the business of operating a
plant or system for the generation, production or distribution of
electrical energy for hire or sale and/or for the wheeling of
electricity for others.

(6) "Telegraph business" neans the business of affording
t el egraphi c communi cation for hire.

(7) "Gas distribution business" neans the business of operating a
pl ant or systemfor the production or distribution for hire or sale of
gas, whet her manufactured or natural.

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

(9) "Wban transportation business" nmeans the business of operating
any vehicle for public use in the conveyance of persons or property for
hire, insofar as (a) operating entirely within the corporate limts of
any city or town, or within five mles of the corporate limts thereof,
or (b) operating entirely wthin and between cities and towns whose
corporate limts are not nore than five mles apart or within five
mles of the corporate limts of either thereof. |Included herein, but
without limting the scope hereof, is the business of operating
passenger vehicles of every type and also the business of operating
cartage, pickup, or delivery services, including in such services the
collection and distribution of property arriving fromor destined to a
point within or wthout the state, whether or not such collection or
distribution be nmade by the person performng a local or interstate
I i ne-haul of such property.

(10)(a) "Public service business" neans any of the businesses
defined in ((subdivstoens)) subsections (1), (2), (3), (4), (5, (6),
(7), (8), and (9) of this section or any business subject to control by
the state, or having the powers of emnent domain and the duties
i ncident thereto, or any business hereafter declared by the |egislature
to be of a public service nature, except telephone business ((as
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def+ned—+n—REOW—82-04-065)) and |lowlevel radioactive waste site
operating conpanies as redefined in RCW81.04.010. It includes, anong
others, without limting the scope hereof: Airpl ane transportation
boom dock, ferry, pipe line, toll bridge, toll |ogging road, water
transportati on and wharf busi nesses.

(b) The definitions in this subsection (10)(b) apply throughout
this subsection (10).

(1) "Conpetitive tel ephone service" has the sane neaning as in RCW
82. 04. 065.

(ii) "Network tel ephone service" neans the providing by any person
of access to a tel ephone network, telephone network switching service,

toll service, or coin telephone services, or the providing of
tel ephonic, video, data, or simlar communication or transm ssion for
hire, via a tel ephone network, toll line or channel, cable, m crowave,
or simlar communication or transm Sssion system "Network tel ephone
service" includes the provision of transmssion to and fromthe site of
an _internet provider via a telephone network, toll line or channel

cable, mcrowave, or simlar comunication or transm ssion system

"Network telephone service" does not include the providing of

conpetitive telephone service, the providing of cable television
service, the providing of broadcast services by radio or television
stations, nor the provision of internet service as defined in RCW
82.04.297, including the reception of dial-in connection, provided at

the site of the internet service provider.

(iii) "Tel ephone business" neans the business of providing network
t el ephone service. It includes cooperative or farner line tel ephone
conpani es or associations operating an exchange.

(iv) "Tel ephone service" neans conpetitive telephone service or
network tel ephone service, or both, as defined in (b)(i) and (ii) of
this subsection.

(11) "Tugboat business"” neans the business of operating tugboats,
t owboats, wharf boats or simlar vessels in the towng or pushing of
vessel s, barges or rafts for hire.

(12) "Gross inconme" neans the val ue proceeding or accruing fromthe
performance of the particular public service or transportation business
i nvolved, including operations incidental thereto, but wthout any
deduction on account of the cost of the comodity furnished or sold,
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the cost of materials used, |abor costs, interest, discount, delivery
costs, taxes, or any other expense whatsoever paid or accrued and
wi t hout any deduction on account of | osses.

(13) The nmeaning attributed, in chapter 82.04 RCW to the term"tax
year," "person," "val ue proceeding or accruing," "business," "engaging
in business,” "in this state,” "within this state,” "cash discount” and
"successor" shall apply equally in the provisions of this chapter.

Sec. 1024. RCW82.14B.030 and 2002 ¢ 341 s 8 and 2002 c 67 8§ 8 are
each reenacted and anmended to read as foll ows:

(1) The legislative authority of a county may inpose a county
enhanced 911 excise tax on the use of switched access lines in an
anount not exceeding fifty cents per nonth for each sw tched access
I'ine. The amount of tax shall be uniform for each sw tched access
l'ine. Each county shall provide notice of such tax to all |[ocal
exchange conpani es serving in the county at |east sixty days in advance
of the date on which the first paynent is due.

(2) The legislative authority of a county may al so i npose a county
enhanced 911 excise tax on the use of radio access |ines whose place of
primary use is located within the county in an anmount not exceeding
fifty cents per nonth for each radio access line. The anmount of tax
shall be uniformfor each radio access |line. ((Fhetocattonot—aradie

L . I , | : . ot | L
82-04-065-)) The county shall provide notice of such tax to all radio
comruni cations service conpanies serving in the county at |east sixty
days in advance of the date on which the first paynent is due. Any
county inposing this tax shall include in its ordinance a refund
mechani sm whereby the anpbunt of any tax ordered to be refunded by the
judgnment of a court of record, or as a result of the resolution of any
appeal therefrom shall be refunded to the radi o comunications service
conpany or |ocal exchange conpany that collected the tax, and those
conpani es shall reinburse the subscribers who paid the tax. The
ordi nance shall further provide that to the extent the subscribers who
paid the tax cannot be identified or located, the tax paid by those
subscri bers shall be returned to the county.

(3) A state enhanced 911 excise tax is inposed on all swtched
access lines in the state. The anpunt of tax shall not exceed twenty
cents per nonth for each swtched access Iine. The tax shall be
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uni form for each swi tched access Iine. The tax inposed under this
subsection shall be remtted to the departnent of revenue by | ocal
exchange conpanies on a tax return provided by the departnent. Tax
proceeds shall be deposited by the treasurer in the enhanced 911
account created in RCW 38.52. 540.

(4) A state enhanced 911 excise tax is inposed on all radi o access
lines whose place of primary use is located within the state in an
anopunt of twenty cents per nonth for each radio access line. The tax
shall be uniform for each radio access |ine. The tax inposed under
this section shall be remtted to the departnent of revenue by radio
comruni cati ons servi ce conpani es, including those conpani es that resel
radio access lines, on a tax return provided by the departnent. Tax
proceeds shall be deposited by the treasurer in the enhanced 911
account created in RCW 38.52.540. The tax inposed under this section
is not subject to the state sales and use tax or any |ocal tax.

(5) By August 31st of each year the state enhanced 911 coordi nat or
shall recomend the level for the next year of the state enhanced 911
excise tax inposed by subsection (3) of this section, based on a
systematic cost and revenue analysis, to the utilities and
transportati on conm ssion. The conmmi ssion shall by the follow ng
Cct ober 31st determine the |level of the state enhanced 911 excise tax
for the follow ng year

PART Xi
DURABLE MEDI CAL EQUI PMENT

Sec. 1101. RCwW82.08.0283 and 2004 c 153 s 101 are each anended to
read as follows:

(1) The tax levied by RCW82.08.020 shall not apply to sales of:

(a) Prosthetic devices prescribed, fitted, or furnished for an
individual by a person licensed under the laws of this state to
prescribe, fit, or furnish prosthetic devices, and the conponents of
such prosthetic devices;

(b) Medicines of mneral, animal, and botanical origin prescribed,
adm ni stered, dispensed, or used in the treatnment of an individual by
a person licensed under chapter 18.36A RCW and

(c) Medically prescribed oxygen, including, but not limted to,
oxygen concentrator systens, oxygen enricher systens, |liquid oxygen
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systens, and gaseous, bottled oxygen systens prescribed for an
i ndi vidual by a person licensed under chapter 18.57 or 18.71 RCW for
use in the nmedical treatnment of that i ndividual

(2) In addition, the tax levied by RCW82.08. 020 shall not apply to
charges made for Ilabor and services rendered in respect to the
repairing, cleaning, altering, or inproving of any of the itens
exenpt ed under subsection (1) of this section.

(3) The exenption in subsection (1) of this section shall not apply
to sales of durable nedical equipnment, other than as specified in
subsection (1)(c) of this section, or nobility enhanci ng equi pnent.

(4) The definitions in this subsection apply throughout this
section.

(a) "Prosthetic device" neans a replacenent, corrective, or
supportive device, including repair and replacenent parts for a
prosthetic device, worn on or in the body to:

(1) Artificially replace a m ssing portion of the body;

(1i) Prevent or correct a physical deformty or mal function; or

(ti1) Support a weak or deforned portion of the body.

(b) "Durable nedical equipnment” nmeans equi pnent, including repair
and repl acenent parts for durable nedical equipnent that:

(1) Can w thstand repeated use;

(ti) I's primarily and customarily used to serve a nedical purpose;

(iii1) Cenerally is not useful to a person in the absence of illness
or injury; and

(1v) ((Bees—noet—work)) Is not worn in or on the body.

(c) "Mobility enhancing equipnent” neans equipnment, including
repair and replacenent parts for nmobility enhanci ng equi pnent that:

(1) I's primarily and customarily used to provide or increase the
ability to nove fromone place to another and that is appropriate for
use either in a hone or a notor vehicle;

(1i) I's not generally used by persons with normal nobility; and

(1i1) Does not include any notor vehicle or equipnment on a notor
vehicle normal |y provided by a notor vehicle manufacturer.

(d) The ternms "durable nedical equipnent” and "nobility enhanci ng
equi pnent” are nutual ly excl usive.

Sec. 1102. RCWS82.12.0277 and 2004 c 153 s 109 are each anended to
read as foll ows:
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(1) The provisions of this chapter shall not apply in respect to
t he use of:

(a) Prosthetic devices prescribed, fitted, or furnished for an
individual by a person licensed under the laws of this state to
prescribe, fit, or furnish prosthetic devices, and the conponents of
such prosthetic devices;

(b) Medicines of mneral, animal, and botanical origin prescribed,
adm ni stered, dispensed, or used in the treatnment of an individual by
a person licensed under chapter 18. 36A RCW and

(c) Medically prescribed oxygen, including, but not limted to,
oxygen concentrator systens, oxygen enricher systens, liquid oxygen
systens, and gaseous, bottled oxygen systens prescribed for an
i ndi vidual by a person licensed under chapter 18.57 or 18.71 RCW for
use in the nmedical treatnment of that individual

(2) I'n addition, the provisions of this chapter shall not apply in
respect to the use of |abor and services rendered in respect to the
repairing, cleaning, altering, or inproving of any of the itens
exenpt ed under subsection (1) of this section.

(3) The exenption provided by subsection (1) of this section shal
not apply to the use of durable nedical equipnment, other than as
specified in subsection (1)(c) of this section, or nobility enhancing
equi pnent .

(4) "Prosthetic device,"” "durable nedical equipnent,” and "nobility
enhanci ng equi pnent" have the sane neanings as in RCW 82.08. 0283.

Sec. 1103. RCW 82. 08. 803 and 2004 ¢ 153 s 104 are each anended to
read as foll ows:

({ Fhe—tax—|levied—by—ROW-32-08-020—shalH—not—appby—to)) (1) An
exenption fromthe tax i nposed by RCW82.08.020 in the formof a refund

is provided for sales of nebulizers, including repair ((and)),
repl acenent, and conponent parts for such nebulizers, for human use
pursuant to a prescription. In addition, the tax levied by RCW

82.08.020 shall not apply to charges made for |abor and services
rendered in respect to the repairing, cleaning, altering, or inproving
of nebulizers. "Nebulizer" neans a device, not a building fixture
that converts a liquid nedication into a mst so that it can be
i nhal ed.
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(2) Sellers shall collect tax on sales subject to this exenption.
The buyer shall apply for a refund directly fromthe departnent in a
f orm and nanner prescribed by the departnent.

Sec. 1104. RCW82.12.803 and 2004 ¢ 153 s 105 are each anended to
read as foll ows:
(1) The provisions of this chapter shall not apply in respect to

the use of nebulizers, including repair ((and)), replacenent, and
conponent parts for such nebulizers, for human use pursuant to a
prescription. In addition, the provisions of this chapter shall not
apply in respect to |abor and services rendered in respect to the
repairing, cleaning, altering, or inproving of nebulizers. "Nebulizer"

has the sane neaning as in RCW 82. 08. 803.

(2) Sellers obligated to collect use tax shall collect tax on sales
subject to this exenption. The buyer shall apply for a refund directly
fromthe departnment in a formand nmanner prescribed by the departnent.

PART XI |
EXEMPTI ON ADM NI STRATI ON AND CREDI T PROVI SI ONS

Sec. 1201. RCW82.04.470 and 2003 ¢ 168 s 204 are each anmended to
read as foll ows:

(1) Unless a seller has taken fromthe buyer a resale certificate,
the burden of proving that a sale of tangi ble personal property, or of
services, was not a sale at retail shall be upon the person who made
it.

(2) If a seller does not receive a resale certificate at the tine
of the sale, have a resale certificate on file at the tine of the sale,
or obtain a resale certificate fromthe buyer within a reasonable tine
after the sale, the seller shall remain |iable for the tax as provided
in RCW 82.08.050, wunless the seller can denonstrate facts and
ci rcunst ances according to rules adopted by the departnent of revenue
that show the sale was properly nade w thout paynent of sales tax.

(3) ((Resate—cert+teates—shall—hevaldfor—a periodof—towr—years
fromthe date the certificate is provided to the seller.

£4)y)) The departnent may provide by rule for suggested fornms for
resale certificates or equival ent docunents containing the information
that will be accepted as resale certificates. The departnent shall
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provide by rule the categories of itens or services that nust be
specified on resale certificates and the business classifications that
may use a bl anket resale certificate.

((65))) (4) As used in this section, "resale certificate" neans
docunentation provided by a buyer to a seller stating that the purchase
is for resale in the regular course of business, or that the buyer is
exenpt fromretail sales tax, and containing the follow ng information

(a) The nanme and address of the buyer;

(b) The uniform business identifier or revenue registration nunber
of the buyer, if the buyer is required to be registered,

(c) The type of business engaged in;

(d) The categories of itens or services to be purchased for resale
or that are exenpt, unless the buyer ((+s—+Ar-abusiness—elassitieation

that—ay) ) presents a bl anket resale certificate ((as—providedby—the
departent—hby—rw-e) )

(e) The date on which the certificate was provided;

(f) A statenent that the itens or services purchased either: (i)
Are purchased for resale in the regular course of business; or (ii) are
exenpt fromtax pursuant to statute;

(g) A statenent that the buyer acknow edges that the buyer is
solely responsible for purchasing within the categories specified on
the certificate and that m suse of the resale or exenption privilege
claimed on the certificate subjects the buyer to a penalty of fifty
percent of the tax due, in addition to the tax, interest, and any ot her
penal ti es inposed by | aw,

(h) The nanme of the individual authorized to sign the certificate,
printed in a | egible fashion;

(1) The signature of the authorized individual; and

(j) The nanme of the seller.

((£6))) (5) Subsection ((£5))) (4)(h), (i), and (j) of this section
does not apply if the certificate is provided in a format other than
paper . If the certificate is provided in a format other than paper,
the name of the individual providing the certificate nust be included
in the certificate.

Sec. 1202. RCw82.08.050 and 2003 ¢ 168 s 203, 2003 c 76 s 3, and

2003 ¢ 53 s 400 are each reenacted and anended to read as foll ows:
(1) The tax hereby inposed shall be paid by the buyer to the
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seller, and each seller shall collect fromthe buyer the full anount of
the tax payable in respect to each taxable sale in accordance with the
schedule of collections adopted by the departnent pursuant to the
provi si ons of RCW 82. 08. 060.

(2) The tax required by this chapter, to be collected by the
seller, shall be deenmed to be held in trust by the seller until paid to
the departnent, and any seller who appropriates or converts the tax
collected to his or her own use or to any use other than the paynent of
the tax to the extent that the noney required to be collected is not
avai l abl e for paynment on the due date as prescribed in this chapter is
guilty of a gross m sdeneanor.

(3) In case any seller fails to collect the tax herein inposed or,
having collected the tax, fails to pay it to the departnent in the
manner prescribed by this chapter, whether such failure is the result
of his or her own acts or the result of acts or conditions beyond his
or her control, he or she shall, neverthel ess, be personally |iable to
the state for the anmpbunt of the tax, unless the seller has taken from
the buyer a resale certificate under RCW 82.04. 470, a copy of a direct
pay permt issued under RCW82.32.087, a direct nmail formunder section
501(5) of this act, or other information required under the streanlined
sales and use tax agreenent, or information required under rules
adopt ed by the departnent.

(4) Sellers shall not be relieved frompersonal liability for the
anmount of the tax unless they maintain proper records of exenpt
transactions and provide themto the departnent when requested.

((64))) (5) Sellers are not relieved from personal liability for
the anbunt of tax if they fraudulently fail to collect the tax or if
they solicit purchasers to participate in an unlawful claim of

exenpti on.

(6) Sellers are not relieved frompersonal liability for the anount
of tax if they accept an exenption certificate from a purchaser
claimng an entity-based exenption if:

(a) The subject of the transaction sought to be covered by the
exenption certificate is actually received by the purchaser at a
| ocation operated by the seller in WAshington; and

(b) Washington provides an exenption certificate that clearly and
affirmatively indicates that the clained exenption is not available in
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Washington. Graying out exenption reason types on a uniformform and
posting it on the departnent's web site is a clear and affirnative
indication that the grayed out exenptions are not available.

(7)(a) Sellers are relieved frompersonal liability for the anpunt
of tax if they obtain a fully conpleted exenption certificate or
capture the relevant data elenents required under the streanlined sales
and use tax agreenent wthin ninety days, or a longer period as nmay be
provided by rule by the departnent, subsequent to the date of sale.

(b) If the seller has not obtained an exenption certificate or al
rel evant data elenents required under the streamined sales and use tax
agreenent within the period allowd subsequent to the date of sale, the
seller my, within one hundred twenty days, or a |onger period as my
be provided by rule by the departnent, subsequent to a request for
substantiation by the departnent, either prove that the transaction was
not subject to tax by other neans or obtain a fully conpleted exenption
certificate fromthe purchaser, taken in good faith.

(c) Sellers are relieved frompersonal liability for the anpunt of
tax if they obtain a bl anket exenption certificate for a purchaser with
which the seller has a recurring business relationship. The departnent
may not request from a seller renewal of blanket certificates or
updates of exenption certificate information or data elenents if there
IS a recurring business relationship between the buyer and seller. For
pur poses of this subsection (7)(c), a "recurring business relationship"
neans at least one sale transaction wthin a period of twelve
consecutive nonths.

(8) The anpunt of tax, until paid by the buyer to the seller or to
the departnment, shall constitute a debt from the buyer to the seller
and any seller who fails or refuses to collect the tax as required with
intent to violate the provisions of this chapter or to gain sone
advantage or benefit, either direct or indirect, and any buyer who
refuses to pay any tax due under this chapter is gqguilty of a
m sdeneanor .

((65))) (9) The tax required by this chapter to be collected by the
seller shall be stated separately fromthe selling price in any sales
invoice or other instrunment of sale. On all retail sales through
vendi ng machines, the tax need not be stated separately from the
selling price or collected separately fromthe buyer. For purposes of
determning the tax due from the buyer to the seller and from the
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seller to the departnent it shall be conclusively presuned that the
selling price quoted in any price list, sales docunment, contract or
ot her agreenent between the parties does not include the tax inposed by
this chapter, but if the seller advertises the price as including the
tax or that the seller is paying the tax, the advertised price shal
not be considered the selling price.

((£6)y)) (10) Wiere a buyer has failed to pay to the seller the tax
i nposed by this chapter and the seller has not paid the anount of the
tax to the departnent, the departnent may, in its discretion, proceed
directly against the buyer for collection of the tax, in which case a
penalty of ten percent nmay be added to the amobunt of the tax for
failure of the buyer to pay the sanme to the seller, regardl ess of when
the tax may be collected by the departnent; and all of the provisions
of chapter 82.32 RCW including those relative to interest and
penalties, shall apply in addition; and, for the sole purpose of
appl ying the various provisions of chapter 82.32 RCW the twenty-fifth
day of the nonth following the tax period in which the purchase was
made shall be considered as the due date of the tax.

((A)) (11) Notw thstanding subsections (1) through ((£6)})) (10)
of this section, any person nmaking sales is not obligated to coll ect
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

(1i1) The processing of paynents; and

(b) The activities are conducted electronically via a web site on
a server or other conputer equipnent |ocated in Washington that is not
owned or operated by the person nmaking 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.

((68y)) (12) Subsection ((£A)) (11) of this section expires when:
(a) The United States congress grants individual states the authority
to i npose sales and use tax collection duties on renote sellers; or (b)
it is determined 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.
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(13) For purposes of this section, "seller" includes a certified
service provider, as defined in RCW 82.32.020, acting as agent for the
sel |l er.

Sec. 1203. RCW82.12.035 and 2005 ¢ 514 s 108 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, possession,
territory, or comobnwealth of +the United States, any political
subdi vi sion thereof, the District of Colunbia, and any foreign country
or political subdivision thereof, prior to the use of such property,
extended warranty, or service in Washington.

PART XII1
SALES PRI CE

Sec. 1301. RCW 82.08.010 and 2006 ¢ 301 s 2 are each amended 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 tangi bl e 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 amount of consideration is allowed for the
followng: (a) The seller's cost of the property sold; (b) the cost of
materi al s 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
necessary to conplete the sale, other than delivery and installation
charges; (d) delivery charges; and (e) installation charges((:—anrd{H-

a - a
/
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When tangible personal property is rented or |eased under
circunstances that the consideration paid does not represent a
reasonabl e 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)(a) "Seller" means every person, including the state and its
departnments and institutions, making sales at retail or retail sales to
a buyer, purchaser, or consuner, whether as agent, broker, or
principal, except "seller" does not nean:

(1) The state and its departnents and institutions when nmaking
sales to the state and its departnents and institutions; or

(ii1) A professional enployer organization when a covered enpl oyee
coenpl oyed with the client under the terns of a professional enployer
agreenent engages in activities that constitute a sale at retail that
is subject to the tax inposed by this chapter. In such cases, the
client, and not the professional enployer organization, is deened to be
the seller and is responsible for collecting and remtting the tax
i nposed by this chapter.

(b) For the purposes of (a) of this subsection, the terns "client,"
"covered enpl oyee, " " pr of essi onal enpl oyer agreenent, " and
"professional enployer organi zati on” have the sane neanings as in RCW
82. 04. 540.

(3) "Buyer," "purchaser," and "consuner" include, without limting
the scope hereof, every individual, receiver, assignee, trustee in
bankruptcy, trust, estate, firm copartnership, joint venture, club
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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 nunicipal 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;

(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 material delivered or distributed

by United States nmail or other delivery service to a mass 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 tangi ble 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 items of printed

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

year," "taxable year," "person," "conpany," "sale," "sale at retail,’
"retail sale,"” "sale at wholesale," "whol esale,” "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;

(7) For the purposes of the taxes inposed under this chapter and
under chapter 82.12 RCW "tangible personal property" neans persona
property that can be seen, wei ghed, neasured, felt, or touched, or that
is in any other manner perceptible to the senses. Tangi ble persona
property includes electricity, water, gas, steam and prewitten
conput er software;

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

Sec. 1302. RCW 82.08. 010 and 2006 c 301 s 2 are each amended to
read as foll ows:
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For the purposes of this chapter:

(@) "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 tangi bl e 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: ((&&))) (i) The seller's cost of the property sold; (({b)))
(ii) the cost of materials used, |abor or service cost, interest,
| osses, all costs of transportation to the seller, all taxes inposed on
the seller, and any other expense of the seller; ((€¢))) (iii) charges
by the seller for any services necessary to conplete the sale, other
than delivery and installation charges; ((€¢))) (iv) delivery charges;
((€ey)) and (v) installation charges((;—anrd—{H)—the—value—of—exenpt

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
the value of such use at the places of use of simlar products of |ike
quality and character under such rules as the departnent nmay prescri be.

(b) "Selling price" or "sales price" does not include: Discounts,
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;

(c) "Selling price" or "sales price" includes consideration
received by the seller froma third party if:

(i) The seller actually receives consideration froma party other
than the purchaser, and the consideration is directly related to a
price reduction or discount on the sale;

p. 73 SSB 5089. SL



©O© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNMNDNDDDNMNDMNMNMNMNMNNMNPEPPRPPRPPRPPRPERPEPPRPRPPREPE
N o oA WNEFE OO 0o NP WDNPE OO oo N Ok W DN e o

(ii) The seller has an obligation to pass the price reduction or
di scount through to the purchaser;

(iii) The ampunt of the consideration attributable to the sale is
fixed and determ nable by the seller at the tinme of the sale of the
itemto the purchaser: and

(iv) One of the criteria in this subsection (1)(c)(iv) is net:

(A) The purchaser presents a coupon, certificate, or other
docunentation to the seller to claim a price reduction or discount
where the coupon, certificate, or docunentation is authorized,
distributed, or granted by a third party with the understanding that
the third party wll reinburse any seller to whom the coupon,
certificate, or docunentation is presented;

(B) The purchaser identifies hinself or herself to the seller as a
nenber of a group or organization entitled to a price reduction or
di scount, however a "preferred custoner" card that is available to any
patron does not constitute nenbership in such a group; or

(© The price reduction or discount is identified as a third party
price reduction or discount on the invoice received by the purchaser or
on a coupon, certificate, or other docunentation presented by the
pur chaser.

(2)(a) "Seller" means every person, including the state and its
departnments and institutions, making sales at retail or retail sales to
a buyer, purchaser, or consuner, whether as agent, broker, or
principal, except "seller" does not nean:

(1) The state and its departnents and institutions when nmaking
sales to the state and its departnents and institutions; or

(i1) A professional enployer organization when a covered enpl oyee
coenpl oyed with the client under the terns of a professional enployer
agreenent engages in activities that constitute a sale at retail that
is subject to the tax inposed by this chapter. In such cases, the
client, and not the professional enployer organization, is deened to be
the seller and is responsible for collecting and remtting the tax
i nposed by this chapter.

(b) For the purposes of (a) of this subsection, the terns "client,"
"covered enpl oyee, " " pr of essi onal enpl oyer agreenent, " and
"professional enployer organi zati on” have the sane neanings as in RCW
82. 04. 540.
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(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;

(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 material delivered or distributed

by United States nmail or other delivery service to a mass 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 tangi ble 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 items of printed

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

year," "taxable year," "person,"” "conpany," "sale," "sale at retail,’
"retail sale," "sale at wholesale," "whol esale,” "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;

(7) For the purposes of the taxes inposed under this chapter and
under chapter 82.12 RCW "tangible personal property" neans persona
property that can be seen, wei ghed, neasured, felt, or touched, or that
is in any other manner perceptible to the senses. Tangible persona
property includes electricity, water, gas, steam and prewitten
conput er software;

(8 "Extended warranty" has the sanme neaning as in RCW
82.04. 050(7).
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PART XI'V
BUNDLED TRANSACTI ONS

NEW SECTI ON. Sec. 1401. A new section is added to chapter 82.08
RCWto read as foll ows:

The definitions in this section apply throughout this chapter,
unl ess the context clearly requires otherw se.

(1)(a) "Bundled transaction" neans the retail sale of two or nore
products, except real property and services to real property, where:

(1) The products are otherw se distinct and identifiable; and

(1i1) The products are sold for one nonitem zed price.

(b) A bundled transaction does not include the sale of any products
in which the sales price varies, or is negotiable, based on the
sel ection by the purchaser of the products included in the transaction.

(2) "Distinct and identifiable products” does not include:

(a) Packagi ng such as contai ners, boxes, sacks, bags, and bottles,
or other materials such as wapping, |abels, tags, and instruction
gui des, that acconpany the retail sale of the products and are
incidental or immterial to the retail sale thereof. Exanpl es of
packaging that are incidental or immaterial include grocery sacks,
shoeboxes, dry cleaning garnent bags, and express delivery envel opes
and boxes;

(b) A product provided free of charge with the required purchase of
anot her product. A product is provided free of charge if the sales
price of the product purchased does not vary dependi ng on the inclusion
of the product provided free of charge; or

(c) Items included in the definition of sales price in RCW
82.08. 010.

(3) "One nonitem zed price" does not include a price that is
separately identified by product on binding sales or other supporting
sal es-rel at ed docunentati on nade available to the custonmer in paper or
electronic form including, but not |limted to, an invoice, bill of
sale, receipt, contract, service agreenent, |ease agreenent, periodic
notice of rates and services, rate card, or price list.

(4) A transaction that otherw se neets the definition of a bundled
transaction is not a bundled transaction if it is:

(a) The retail sale of tangible personal property and a service
where the tangible personal property is essential to the use of the
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service, and is provided exclusively in connection wth the service,
and the true object of the transaction is the service; or

(b) The retail sale of services where one service is provided that
is essential to the use or receipt of a second service and the first
service is provided exclusively in connection with the second service
and the true object of the transaction is the second service; or

(c) A transaction that includes taxable products and nontaxable
products and the purchase price or sales price of the taxable products
is de mnims;

(i) As wused in this subsection (4)(c), de mnims neans the
seller's purchase price or sales price of the taxable products is ten
percent or less of the total purchase price or sales price of the
bundl ed products;

(i1) Sellers shall use either the purchase price or the sales price
of the products to determne if the taxable products are de mnims;

(ti1) Sellers shall use the full term of a service contract to
determne if the taxable products are de mnims; or

(d) The retail sale of exenpt tangible personal property and
t axabl e tangi bl e personal property where:

(1) The transaction includes food and food ingredients, drugs,
durabl e nedical equipnment, nmobility enhancing equipnent, over-the-
counter drugs, prosthetic devices, all as defined in this chapter, or
medi cal supplies; and

(1i) Were the seller's purchase price or sales price of the
taxabl e tangi ble personal property is fifty percent or less of the
total purchase price or sales price of the bundled tangible persona
property. Sellers may not use a conbination of the purchase price and
sales price of the tangible personal property when nmaking the fifty
percent determ nation for a transaction.

NEW SECTI ON. Sec. 1402. A new section is added to chapter 82.08
RCWto read as foll ows:

(1) A bundled transaction is subject to the tax inposed by RCW
82.08.020 if the retail sale of any of its conponent products woul d be
subject to the tax inposed by RCW 82. 08. 020.

(2) The transactions described in section 1401(4) (a) and (b) of
this act are subject to the tax inposed by RCW82.08.020 if the service
that is the true object of the transaction is subject to the tax
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i nposed by RCW 82. 08. 020. If the service that is the true object of
the transaction is not subject to the tax inposed by RCW82.08. 020, the
transaction is not subject to the tax inposed by RCW 82. 08. 020.

(3) The transaction described in section 1401(4)(c) of this act is
not subject to the tax inposed by RCW 82.08. 020.

(4) The transaction described in section 1401(4)(d) of this act is
not subject to the tax inposed by RCW 82.08. 020.

(5) In the case of a bundled transaction that includes any of the
fol | ow ng: Tel ecomuni cations service, ancillary service, internet
access, or audio or video progranmm ng service:

(a) If the price is attributable to products that are taxable and
products that are not taxable, the portion of the price attributable to
t he nontaxabl e products are subject to the tax inposed by RCW 82. 08. 020
unl ess the seller can identify by reasonable and verifiabl e standards
the portion fromits books and records that are kept in the regular
course of business for other purposes, including, but not limted to,
nont ax pur poses;

(b) If the price is attributable to products that are subject to
tax at different tax rates, the total price is attributable to the
products subject to the tax at the highest tax rate unless the seller
can identify by reasonable and verifiable standards the portion of the
price attributable to the products subject to the tax inposed by RCW
82.08.020 at the lower rate fromits books and records that are kept in
the regul ar course of business for other purposes, including, but not
limted to, nontax purposes.

NEW SECTI ON.  Sec. 1403. A new section is added to chapter 82.12
RCWto read as foll ows:

(1) The use of each product acquired in a bundled transaction is
subject to the tax inposed by RCW 82.12.020 if the use of any of its
conponent products is subject to the tax inposed by RCW82.12. 020.

(2) The use of each product acquired in a transaction described in
section 1401(4) (a) or (b) of this act is subject to the tax inposed by
RCW 82.12.020 if the service that is the true object of the transaction
is subject to the tax i nposed by RCW82.12.020. |If the service that is
the true object of the transaction is not subject to the tax inposed by
RCW 82. 12. 020, the use of each product acquired in the transaction is
not subject to the tax inposed by RCW82.12. 020.
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(3) The use of each product acquired in a transaction described in
section 1401(4)(c) of this act is not subject to the tax i nposed by RCW
82.12. 020.

(4) The use of each product in a transaction described in section
1401(4)(d) of this act is not subject to the tax inposed by RCW
82.12. 020.

(5) The definitions in section 1401 of this act apply to this
section.

PART XV
GEOGRAPHI C | NFORMATI ON SYSTEM

Sec. 1501. RCW 82.32.430 and 2003 c¢ 168 s 207 are each anended to
read as foll ows:

(1) A person who collects and remts sales or use tax to the
departnment and who calculates the tax using geographic information
system technol ogy devel oped and provided by the departnent shall be
held harmess and is not liable for the difference in anount due nor
subject to penalties or interest in regards to rate calculation errors
resulting fromthe proper use of such technol ogy.

(2) Except as provided in subsection (3) of this section, the
departnent shall notify sellers who collect and remt sales or use tax
to the departnent of changes in boundaries and rates to taxes inposed
((by)) under the authority of chapter 82.14 RCW no later than sixty
days before the effective date of the change.

(3) The departnent shall notify sellers who collect and remt sales
or use tax to the departnent and neke sales from printed catal ogs of
changes, as to such sales, of boundaries and rates to taxes i nposed
((by)) under the authority of chapter 82.14 RCW no later than one
hundred twenty days before the effective date of the change.

(4) Sellers who have not received tinmely notice of rate and
boundary changes under subsections (2) and (3) of this section due to
actions or omssions of the departnent are not I|iable for the
difference in the anount due until they have received the appropriate
period of notice. Purchasers are |liable for any uncoll ected anounts of
t ax.

(5)(a) Except as provided in (b) of this subsection, sellers
registered with the departnment under RCW 82.32.030(3) and certified
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service providers nust use the address-based geographic information
technol ogy system devel oped and provided by the departnent to calculate
the tax to be collected and renmitted to the departnent and to determ ne
the appropriate local jurisdictions entitled to the tax.

(b)(i) Upon a showing that using the address-based geographic
information technol ogy system would cause undue hardship, a seller nay
be tenporarily held harmess and not liable for the difference in
anpunt due nor subject to penalties or interest in regards to rate
calculation errors resulting from the proper use of zip code-based
technol ogy provided by the departnent for the period in which relief is
granted. The departnent shall notify local taxing jurisdictions of the
identity of sellers granted relief under this section and the period
for which relief is granted.

(ii) The departnent shall reinburse local taxing jurisdictions for
differences in anpbunt due on account of such rate calculation errors
occurring during the period in which relief is granted. Purchasers are
liable for any uncollected anounts of tax. The departnent shall retain
anpbunts collected from purchasers that have been reinbursed to |oca
taxing jurisdictions under this subsection (5)(b)(ii).

Sec. 1502. RCW 82.32.330 and 2006 ¢ 177 s 7 are each amended to
read as foll ows:

(1) For purposes of this section:

(a) "D sclose" neans to make known to any person in any nmanner
whatever a return or tax information;

(b) "Return" means a tax or information return or claimfor refund
required by, or provided for or permtted under, the laws of this state
which is filed with the departnment of revenue by, on behalf of, or with
respect to a person, and any anendnent or supplenent thereto, including
supporting schedules, attachnents, or lists that are suppl enental to,
or part of, the return so filed,

(c) "Tax information” neans (i) a taxpayer's identity, (ii) the
nature, source, or anount of the taxpayer's incone, paynents, receipts,
deductions, exenptions, credits, assets, liabilities, net worth, tax
liability deficiencies, overassessnents, or tax paynents, whether taken
from the taxpayer's books and records or any other source, (iii)
whet her the taxpayer's return was, is being, or will be exam ned or
subject to other investigation or processing, (iv) a part of a witten
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determnation that is not designated as a precedent and disclosed
pursuant to RCW 82.32.410, or a background file docunent relating to a
witten determnation, and (v) other data received by, recorded by,
prepared by, furnished to, or collected by the departnent of revenue
wth respect to the determnation of the existence, or possible
exi stence, of liability, or the anount thereof, of a person under the
laws of this state for a tax, penalty, interest, fine, forfeiture, or
ot her inposition, or offense: PROVI DED, That data, material, or
docunents that do not disclose information related to a specific or
identifiable taxpayer do not constitute tax information under this
section. Except as provided by RCW82.32.410, nothing in this chapter
shall require any person possessing data, material, or docunents nmade
confidential and privileged by this section to delete information from
such data, material, or docunents so as to permt its disclosure;

(d) "State agency" neans every Washington state office, departnent,
di vi sion, bureau, board, comm ssion, or other state agency;

(e) "Taxpayer identity" neans the taxpayer's nane, address,
t el ephone nunber, registration nunber, or any conbination thereof, or
any other information disclosing the identity of the taxpayer; and

(f) "Departnent” means the departnent of revenue or its officer,
agent, enployee, or representative.

(2) Returns and tax information shall be <confidential and
privileged, and except as authorized by this section, neither the
department of revenue nor any other person may disclose any return or
tax i nformation.

(3) This section does not prohibit the departnent of revenue from

(a) Disclosing such return or tax information in a civil or
crimnal judicial proceeding or an adm nistrative proceeding:

(i) I'n respect of any tax inposed under the laws of this state if
the taxpayer or its officer or other person |liable under Title 82 RCW
is a party in the proceeding; or

(ti) In which the taxpayer about whom such return or tax
information i s sought and anot her state agency are adverse parties in
t he proceedi ng;

(b) Disclosing, subject to such requirenents and conditions as the
director shall prescribe by rules adopted pursuant to chapter 34.05
RCW such return or tax information regarding a taxpayer to such
t axpayer or to such person or persons as that taxpayer may designate in
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a request for, or consent to, such disclosure, or to any other person,
at the taxpayer's request, to the extent necessary to conply wth a
request for information or assistance nade by the taxpayer to such
ot her person: PROVI DED, That tax infornmation not received from the
t axpayer shall not be so disclosed if the director determ nes that such
di scl osure would conmprom se any investigation or litigation by any
federal, state, or |ocal governnent agency in connection with the civil
or crimnal liability of the taxpayer or another person, or that such
di sclosure would identify a confidential informant, or that such
disclosure is contrary to any agreenent entered into by the departnent
that provides for the reciprocal exchange of information wth other
government agencies which agreenment requires confidentiality wth
respect to such information unless such information is required to be
di scl osed to the taxpayer by the order of any court;

(c) Disclosing the nanme of a taxpayer with a deficiency greater
than five thousand dollars and against whom a warrant under RCW
82.32.210 has been either issued or filed and renai ns outstanding for
a period of at least ten working days. The departnent shall not be
required to disclose any information wunder this subsection if a
taxpayer: (i) Has been issued a tax assessnent; (ii) has been issued
a warrant that has not been filed; and (iii) has entered a deferred
paynment arrangenment with the departnent of revenue and is naking
paynments upon such deficiency that will fully satisfy the indebtedness
wi thin twelve nonths;

(d) Disclosing the nanme of a taxpayer with a deficiency greater
than five thousand dollars and against whom a warrant under RCW
82.32.210 has been filed with a court of record and renains
out st andi ng;

(e) Publishing statistics so classified as to prevent the
identification of particular returns or reports or itens thereof;

(f) Disclosing such return or tax information, for official
purposes only, to the governor or attorney general, or to any state
agency, or to any conmttee or subcommttee of the |egislature dealing
with matters of taxation, revenue, trade, commerce, the control of
i ndustry or the professions;

(g) Permtting the department of revenue's records to be audited
and exam ned by the proper state officer, his or her agents and
enpl oyees;
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(h) Disclosing any such return or tax information to a peace
officer as defined in RCW9A. 04. 110 or county prosecuting attorney, for
of ficial purposes. The disclosure may be nmade only in response to a
search warrant, subpoena, or other court order, unless the disclosure
is for the purpose of crimnal tax enforcenent. A peace officer or
county prosecuting attorney who receives the return or tax information
may disclose that return or tax information only for use in the
investigation and a related court proceeding, or in the court
proceeding for which the return or tax information originally was
sought ;

(1) Disclosing any such return or tax information to the proper
officer of the internal revenue service of the United States, the
Canadi an government or provincial governnents of Canada, or to the
proper officer of the tax departnment of any state or city or town or
county, for official purposes, but only if the statutes of the United
States, Canada or its provincial governnents, or of such other state or
city or town or county, as the case my be, grants substantially
simlar privileges to the proper officers of this state;

(j) Disclosing any such return or tax information to the Depart nent
of Justice, including the Bureau of Alcohol, Tobacco, Firearns and
Expl osives within the Departnent of Justice, the Departnment of Defense,
the Immgration and Custons Enforcenent and the Custons and Border
Protection agencies of the United States Departnent of Honeland
Security, the Coast CGuard of the United States, and the United States
Departnment of Transportation, or any authorized representative thereof,
for official purposes;

(k) Publishing or otherwise disclosing the text of a witten
determ nation designated by the director as a precedent pursuant to RCW
82. 32. 410;

(I') Disclosing, in a manner that is not associated with other tax
information, the taxpayer nane, entity type, business address, nmailing
address, revenue tax registration nunbers, North Anerican industry
classification systemor standard industrial classification code of a

taxpayer, and the dates of opening and closing of business. Thi s
subsection shall not be construed as giving authority to the departnent
to give, sell, or provide access to any list of taxpayers for any

commer ci al pur pose;
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(m Dsclosing such return or tax information that is also
mai nt ai ned by anot her Washi ngton state or | ocal governnental agency as
a public record available for inspection and copying under the
provi sions of chapter 42.56 RCWor is a docunent maintained by a court
of record not otherw se prohibited from discl osure;

(n) Disclosing such return or tax information to the United States
departnent of agriculture for the |limted purpose of investigating food
stanp fraud by retailers;

(o) Disclosing to a financial institution, escrow conpany, or title
conpany, in connection with specific real property that is the subject
of a real estate transaction, current anmounts due the departnent for a
filed tax warrant, judgnent, or |ien against the real property;

(p) Disclosing to a person agai nst whomthe departnent has asserted
liability as a successor under RCW 82.32.140 return or tax information
pertaining to the specific business of the taxpayer to which the person
has succeeded,;

(q) Disclosing such return or tax information in the possession of
the department relating to the admnistration or enforcenent of the
real estate excise tax inposed under chapter 82.45 RCW including
i nformati on regarding transacti ons exenpt or otherw se not subject to
tax; ((er))

(r) Disclosing the least anobunt of return or tax information
necessary for the reports required in RCW 82.32.640 (4) and (5) when
the nunber of taxpayers included in the reports or any part of the
reports cannot be classified to prevent the identification of taxpayers
or particular returns, reports, tax information, or itens in the
possessi on of the departnent; or

(s) Disclosing to local taxing jurisdictions the identity of
sellers granted relief under RCW82.32.430(5)(b)(i) and the period for
which relief is granted.

(4) (a) The departnment nmay di sclose return or taxpayer information
to a person under investigation or during any court or adm nistrative
proceedi ng against a person under investigation as provided in this
subsection (4). The disclosure nmust be in connection wth the
departnent's official duties relating to an audit, collection activity,
or a civil or crimnal investigation. The disclosure may occur only
when the person under investigation and the person in possession of
data, materials, or docunments are parties to the return or tax
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information to be disclosed. The departnment may disclose return or tax
i nformati on such as invoices, contracts, bills, statenents, resale or
exenption certificates, or checks. However, the departnent may not
di sclose general |edgers, sales or <cash receipt journals, check
regi sters, accounts receivable/payable |edgers, general journals,
financial statenents, expert's workpapers, inconme tax returns, state
tax returns, tax return workpapers, or other simlar data, materials,
or docunents.

(b) Before disclosure of any tax return or tax information under

this subsection (4), the departnent shal |, through witten
correspondence, informthe person in possession of the data, materials,
or docunments to be disclosed. The correspondence shall «clearly
identify the data, materials, or docunents to be disclosed. The
departnent may not disclose any tax return or tax information under
this subsection (4) wuntil the tine period allowed in (c) of this

subsection has expired or until the court has ruled on any chall enge
brought under (c) of this subsection.

(c) The person in possession of the data, materials, or docunents
to be disclosed by the departnment has twenty days fromthe receipt of
the witten request required under (b) of this subsection to petition
the superior court of the county in which the petitioner resides for
injunctive relief. The court shall |limt or deny the request of the
departnent if the court determ nes that:

(1) The data, materials, or docunents sought for disclosure are
cunul ative or duplicative, or are obtainable from sonme other source
that is nore convenient, |ess burdensone, or |ess expensive;

(ii) The production of the data, materials, or docunents sought
woul d be unduly burdensone or expensive, taking into account the needs
of the department, the anobunt in controversy, limtations on the
petitioner's resources, and the inportance of the issues at stake; or

(ti1) The data, materials, or docunments sought for disclosure
contain trade secret information that, if disclosed, could harm the
petitioner.

(d) The departnent shall reinburse reasonable expenses for the
production of data, materials, or docunents incurred by the person in
possession of the data, materials, or docunments to be discl osed.

(e) Requesting information under (b) of this subsection that may
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i ndicate that a taxpayer is under investigation does not constitute a
di scl osure of tax return or tax information under this section.

(5) Any person acquiring know edge of any return or tax information
in the course of his or her enploynent with the departnent of revenue
and any person acquiring know edge of any return or tax information as
provi ded under subsection (3)(f), (g), (h), (i), (j), or (n) of this
section, who discloses any such return or tax information to another
person not entitled to know edge of such return or tax information
under the provisions of this section, is guilty of a m sdeneanor. |If
the person guilty of such violation is an officer or enployee of the
state, such person shall forfeit such office or enploynent and shall be
i ncapabl e of holding any public office or enploynent in this state for
a period of two years thereafter

PART XVI
RELI EF FOR CERTAI N SELLERS | MPACTED BY THE CHANCE TO
DESTI NATI ON SOURCI NG

NEW SECTION. Sec. 1601. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) Notwithstanding any other provision in this chapter, no
interest or penalties may be inposed on any taxpayer because of errors
in collecting or remtting the correct amount of |ocal sales tax
arising out of changes in local sales and use tax sourcing rules
i npl ement ed under section 503 of this act and the chapter . . ., Laws
of 2007 (this act) amendnents to RCW 82.14.020 if the taxpayer
establishes that:

(a) Imediately before the effective date of section 503 of this
act the taxpayer was registered with the departnment and engaged in
maki ng sal es of tangible personal property that the taxpayer delivered
to locations away fromits place of business; and

(b) During the calendar year for which the error was nade the
t axpayer

(1) Has gross incone of the business less than five hundred
t housand dol | ars;

(1i) Has at least five percent of its gross inconme from sales
subject to sales tax derived from sales of tangi ble personal property
delivered to physical locations away fromits place of business; and
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(ti1) Has at least one percent of its gross inconme from sales
subject to sales tax derived from deliveries of tangible personal
property to destinations in local jurisdictions inposing sales tax
ot her than the one to which the taxpayer reported the nost |ocal sales
t ax.

(2) The relief frompenalty and interest provided by subsection (1)
of this section does not apply with respect to transactions occurring
nore than four years after the close of the calendar year in which
section 503 of this act becones effective.

NEW SECTION.  Sec. 1602. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) Eligible taxpayers may either:

(a) Use the services of a certified service provider at no cost to
thenmselves for tax reporting periods up to tw years after the
effective date of section 503 of this act; or

(b) Claima credit against the tax inposed under RCW 82.08. 020(1)
collected and otherwise required to be remtted by the taxpayer as a
seller and the tax inposed under RCW 82.04. 220. The amount of the
credit is equal to the anmount of costs incurred within one year of the
effective date of section 503 of this act in order to conply wth
changes in local sales and use tax sourcing rules inplenented under
section 503 of this act and the chapter . . ., Laws of 2007 (this act)
amendnents to RCW 82. 14. 020.

(i) The total anobunt of credit clained under this subsection (1)(b)
may not exceed one thousand doll ars.

(ii) The credit may be clainmed until it is used. No refunds may be
granted for the credit. The costs that may be used in the cal cul ation
of the credit include goods and services purchased, and |abor costs
incurred, for the purpose of conplying with the local sales tax
sourci ng rul es.

(2) The use of a certified service provider under subsection (1)(a)
of this section nust begin within one year after the effective date of
section 503 of this act, but not before the effective date of section
503 of this act.

(3) The credit under subsection (1)(b) of this section nust first
be claimed within one year after the effective date of section 503 of
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this act, but not before the effective date of section 503 of this act.
This subsection does not affect the ability of a taxpayer to claim
unused credit until it is used.

(4) For purposes of subsection (1) of this section, an "eligible
taxpayer" neans a taxpayer that:

(a) I'mediately before the effective date of section 503 of this
act was registered with the departnent and engaged i n maki ng sal es of
tangi bl e personal property that the taxpayer delivered to physical
| ocations away fromits place of business; and

(b) During the calendar year in which section 503 of this act
becones effective:

(i) Has a physical presence in Washington;

(i) Has gross income of the business less than five hundred
t housand dol | ars;

(ti1) Has at least five percent of its gross incone from sales
subject to sales tax derived from sales of tangi ble personal property
delivered to physical locations away fromits place of business; and

(tv) Has at least one percent of its gross incone from sales
subject to sales tax derived from deliveries of tangible personal
property to destinations in local jurisdictions inposing sales tax
ot her than the one to which the taxpayer reported the nost |ocal sales
t ax.

(5) Certified service providers agreeing to provide services to
el igible taxpayers under subsection (1)(a) of this section shall be
conpensated for those services by retaining as a fee an anount adopted
by rule by the departnent. The departnment may be guided by the
provisions for nonetary allowances adopted by the governing board of
the agreenent to determne the anount of the fee. The fee nust be
reasonable and provide adequate incentive for «certified service
providers to provide services to eligible taxpayers. The fee wll be
funded solely fromstate sal es taxes.

(6) Taxpayers that use certified service provider services under
subsection (1)(a) of this section but are not eligible taxpayers are
imrediately liable to the departnent for the anobunt retained by the
certified service provider as a fee for providing those services to the
taxpayer. Al adm nistrative provisions of this chapter applicable to
the collection of taxes apply to anobunts due under this subsection. |If
any anmounts due under this subsection are not paid by the due date of
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any notice informng the taxpayer of such liability, the departnent
shall apply interest, but not penalties, to anounts renaining due.
| nt erest assessed under this subsection shall be at the rate provided
for delinquent excise taxes under this chapter fromthe day after the
due date until the amount due under this subsection is paid in full.
(7) Taxpayers that claima credit under subsection (1)(b) of this
section but are not eligible taxpayers are imediately liable to the
departnent for the anount of credit clainmed. |If any anounts due under
this subsection are not paid by the due date of any notice informng
the taxpayer of such liability, the departnment shall apply interest,

but not penalties, to anpbunts remaining due. Interest assessed under
this subsection shall be at the rate provided for delingquent excise
taxes under this chapter from the day after the due date until the

anount due under this subsection is paid in full.

(8 No application is necessary for either the use of certified
service providers under subsection (1)(a) of this section or the tax
credit under subsection (1)(b) of this section. The taxpayer nust keep
records necessary for the departnent to determne eligibility under
this section. The departnent may prescribe rules and procedures
regarding the adm nistration of this section.

PART XVI |
M SCELLANEQUS PROVI SI ONS

Sec. 1701. 2004 c 153 s 502 (uncodified) is anmended to read as
fol | ows:

(1) If a court of conpetent jurisdiction enters a final judgnment 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 sections 1 through 6, 8 through 17, and 19, chapter 67, Laws
of 2002 ((+s)) are null and void in ((+s)) their entirety.

(2) ((Hf the contingency in subsection (1) of this section occurs,
sect-on—562—chapter—168—taws—of—2003+s—nuH—and—void—

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

(3) If the contingency in subsection (1) of this section occurs,
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sections 1002, 1005, 1013, 1017, 1022, and 1024 of this act are nul
and voi d.

NEW SECTION. Sec. 1702. Part headings used in this act are not
any part of the | aw

NEW SECTION. Sec. 1703. This act does not affect any existing
right acquired or liability or obligation incurred under the sections
anended or repealed in this act or under any rule or order adopted
under those sections, nor does it affect any proceeding instituted
under those sections.

NEW SECTION. Sec. 1704. Sections 101 through 105, 201, 202, 401,
501 through 503, 601, 701 through 703, 801, 802, 901 through 905, 1001,
1002, 1004, 1005, 1007 through 1013, 1015 through 1017, 1019 through
1024, 1101 through 1104, 1201 through 1203, 1302, 1401 through 1403,
1501, 1502, and 1601 of this act take effect July 1, 2008.

NEW SECTI ON.  Sec. 1705. (1) Section 302 of this act takes effect
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 is determned by a court of conpetent jurisdiction, Iin a
j udgnment not subject to review, that a state can inpose sales and use
tax collection duties on renote sellers.

(2) The departnment of revenue shall provide notice to affected
taxpayers, the legislature, and others as deened appropriate by the
departnent, if either of the contingencies in this section occurs.

NEW SECTI ON. Sec. 1706. Section 1301 of this act expires July 1,
2008.

NEW SECTION. Sec. 1707. Sections 1003, 1006, 1014, and 1018 of
this act take effect the later of: The date chapter 67, Laws of 2002,
beconmes null and void; or July 1, 2008.
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NEW SECTION. Sec. 1708. 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.

Passed by the Senate February 2, 2007.

Passed by the House March 16, 2007.

Approved by the Governor March 22, 2007.

Filed in Ofice of Secretary of State March 22, 2007.
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