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SENATE BI LL 6458

State of WAshi ngt on 55th Legislature 1998 Regul ar Sessi on

By Senators Prince, Haugen, Wod, Patterson, Kline, Horn, Goings and
Cke; by request of Governor Locke

Read first time 01/19/98. Referred to Commttee on Transportation.

AN ACT Relating to providing a tax exenption for the state share of
| abor and services on state roads and high capacity transportation
systens construction; anendi ng RCW81. 104. 170 and 82. 14. 820; reenacting
and anendi ng RCW 82. 04. 190; addi ng new sections to chapter 82.08 RCW
adding a new section to chapter 82.12 RCW adding a new section to
chapter 82.14 RCW addi ng a new section to chapter 82.32 RCW creating
a new section; and providing an effective date.

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

NEW SECTI ON. Sec. 1. It is the intent of the legislature to
relieve transportation agencies fromthe burden of the state share of
the sales tax related to construction of inprovenents. Furthernore, in
order to maintain the current distribution of tax revenue to the | ocal
jurisdictions, the transportation agencies shall continue to pay the
|l ocal sales tax on the entire construction contract anount, which
represents construction services, and includes the value of materi al s,
| abor, and services. To achieve this end it is necessary to: (1)
Maintain the existing law, which inposes a tax on construction
services, but provide an exenption fromthe state share of this tax;
(2) revise existing law so that the contractor is the consumer of
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materials incorporated into a project. State use tax will be inposed
on the contractor as the consuner, but an exenption will be provided
for local use tax, as this value is already contained in the total
contract amount, and will continue to be taxed at the |ocal |evel; and
(3) exenpt the contractor fromthe sales tax on materials, and inpose
a use tax, which the contractor wll remt and report, therefore
relieving the burden on the seller of having to collect and remt two
different tax rates.

Sec. 2. RCW82.04.190 and 1996 ¢ 173 s 2, 1996 c 148 s 4, and 1996
c 112 s 2 are each reenacted and 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 tangi bl e personal property irrespective of the nature of the
person’s business and including, anong others, without limting the
scope hereof, persons who install, repair, clean, alter, inprove
construct, or decorate real or personal property of or for consuners
other than for the purpose (a) of resale as tangi ble personal property
inthe regul ar 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 beconmes 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 ingredi ent of a new
article being produced for sale or (d) purchases for the purpose of
consum ng the property purchased in producing ferrosilicon which is
subsequently wused in producing nagnesium for sale, if the primry
pur pose of such property is to create a chemcal reaction directly
t hrough contact with an ingredient of ferrosilicon;

(2)(a) Any person engaged in any business activity taxable under
RCW 82. 04. 290; (b) any person who purchases, acquires, or uses any
t el ephone service as defined in RCW82. 04. 065, other than for resale in
the regular course of business; and (c) 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 regular course of
busi ness;

SB 6458 p. 2



© 00 N O Ol WDN P

W W W W W W WwWwWWwWwWwWMNDNDNDNDNMDMNDNDNDNDNMNNMDNNMNMNNMNMNNNREPRPRPPRPPRPEPRPPERPPRPRPRERPR
© 00 N O Ol WNPEFEP O O 0w NO UG WODNPEFEP O O W NO O N - O

(3) Any person engaged in the business of contracting for the
buil ding, repairing or inproving of any street, place, road, highway,
easenent, right of way, mass public transportation term nal or parking
facility, bridge, tunnel, or trestle which is owned by a nunicipa
corporation or political subdivision of the state of Washington or by
the United States and which is used or to be used primarily for foot or
vehi cul ar traffic including mass transportation vehicles of any kind as
defined in RCW82. 04. 280, in respect to tangi bl e personal property when
such person i ncorporates such property as an i ngredi ent or conponent of
such publicly owned street, place, road, highway, easenent, right of
way, mass public transportation termnal 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 i n business, excluding only (a) municipal corporations
or political subdivisions of the state in respect to | abor and services
rendered to their real property which is used or held for public road
purposes, and (b) the United States, instrunentalities thereof, and
county and city housing authorities created pursuant to chapter 35.82
RCWin respect to | abor and services rendered to their real property.
Not hing contained in this or any other subsection of this definition
shal | 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 otherw se altered by a person engaged
i n busi ness;

(6) Any person engaged in the business of constructing, repairing,
decorating, or inproving new or existing buildings or other structures
under, upon, or above real property of or for the United States, any
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; also, any person engaged i n t he busi ness of clearing | and
and noving earth of or for the United States, any instrumentality
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thereof, or a county or city housing authority created pursuant to
chapter 35.82 RCW_al so any person engaged in the business of clearing
land, noving earth, site preparation, constructing, repairing,
decorating, renovating, expanding, or inproving of any state road or
any regional transit authority high capacity transportation system
Any such person shall be a consunmer within the neaning of this
subsection in respect to tangi bl e personal property incorporated into,
installed in, or attached to such building or other structure by such
person._

As used in this subsection:

(a) "State road" neans a state hi ghway as defined in RCW47. 04. 010.
The termincl udes bridges, tunnels, sidewal ks, pedestrian i nprovenents,
rest stops, easenents, rights of way, state rails, state ferry
term nals, and other various transportation structures and i nprovenents
within the right of way; and

(b) "Regional transportation authority" neans an authority as
defined in chapter 81.112 RCW

(7) Any person who is a lessor of machinery and equipnent, the
rental of which is exenpt fromthe tax inposed by RCW82. 08. 020 under
RCW 82.08. 02565, with respect to the sale of or charge nade for
tangi bl e personal property consuned 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; and

(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.

Not hing contained in this or any other subsection of this
definition shall be construed to nodify any other definition of
"consuner."

NEW SECTION. Sec. 3. A new section is added to chapter 82.08 RCW
to read as foll ows:

The tax | evied by RCW82. 08. 020 does not apply to sal es of tangible
personal property to persons engaged in the business of clearing | and,
nmoving earth, site preparation, constructing, repairing, decorating,
renovating, expanding, or inproving of any state road or any regional
transit authority high capacity transportation system when such
property will be incorporated as an ingredi ent or conponent of real or
personal property pursuant to such activity. However, use of such
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property in this state is subject to the tax inposed by chapter 82.12
RCW  The exenption under this section is not for tools, machinery,

equi pnent, consunmabl e supplies, and other such itens acquired by the
person for his or her own use as a consuner, as defined in RCW
82.04.190. As used in this section: (1) "State road" neans a state
hi ghway as defined in RCW 47.04. 010. The term includes bridges,

tunnel s, sidewal ks, pedestrian inprovenents, rest stops, easenents,

rights of way, state rails, state ferry termnals, and other various
transportation structures and i nprovenents within the right of way; and
(2) "regional transportation authority" neans an authority as defined
in chapter 81.112 RCW

NEW SECTION. Sec. 4. A new section is added to chapter 82.12 RCW
to read as foll ows:

Tangi bl e personal property exenpt fromsal es tax under section 3 of
this act is not exenpt fromand is subject to the state share of the
use t ax.

NEW SECTION. Sec. 5. A new section is added to chapter 82.14 RCW
to read as foll ows:

Tangi bl e personal property that is described as subject to the use
tax under section 4 of this act is exenpt from use tax under this
chapter.

Sec. 6. RCWS81.104.170 and 1997 c¢ 450 s 5 are each anended to read
as follows:

Cities that operate transit systenms, county transportation
authorities, netropolitan nmunicipal corporations, public transportation
benefit areas, and regional transit authorities may submt an
aut hori zing proposition to the voters and if approved by a majority of
persons voting, fix and inpose a sales and use tax in accordance with
the terns of this chapter, solely for the purpose of providing high
capacity transportation service.

The tax authorized pursuant to this section shall be in addition to
the tax authorized by RCW82.14. 030 and shall be collected fromthose
persons who are taxable by the state pursuant to chapters 82.08 and
82. 12 RCW upon the occurrence of any taxable event within the taxing
district. The maxi numrate of such tax shall be approved by the voters
and shall not exceed one percent of the selling price (in the case of
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a sales tax) or value of the article used (in the case of a use tax).
The maximum rate of such tax that may be inposed shall not exceed
ni ne-tenths of one percent in any county that inposes a tax under RCW
82.14.340, or within a regional transit authority if any county within
the authority i nposes a tax under RCW82. 14. 340. The exenptions in RCW
82.08.820 ((and)), 82.12.820, and section 7 of this act, are for the
state portion of the sales and use tax and do not extend to the tax
aut horized in this section.

Tangi bl e personal property that is described as subject to the use
tax under section 4 of this act is exenpt from use tax under this

chapter.

NEW SECTION. Sec. 7. A new section is added to chapter 82.08 RCW
to read as foll ows:

The tax inposed by RCW 82.08. 020 does not apply to the sale of or
charge made for | abor and services rendered in respect to the business
of clearing land, noving earth, site preparation, constructing,
repairing, decorating, renovating, expanding, or inproving of any state
road or any regional transit authority high capacity transportation
system when such property will be incorporated as an ingredient or
conponent of real or personal property pursuant to such activity. This
exenption fromsales tax is limted to the state share of the sales tax
and under RCW 82.14.820 and 81.104.170 does not apply to the I ocal
sal es tax.

As used in this section: (1) "State road" neans a state hi ghway as
defined in RCW 47.04.010. The term includes bridges, tunnels,
si dewal ks, pedestrian inprovenents, rest stops, easenents, rights of
way, state rails, state ferry termnals, and other various
transportation structures and i nprovenents within the right of way; and
(2) "regional transportation authority" nmeans an authority as defined
in chapter 81.112 RCW

Sec. 8. RCW82.14.820 and 1997 ¢ 450 s 4 are each anended to read
as follows:

The exenptions in RCW82.08.820 ((and)), 82.12.820, and section 7
of this act, are for the state portion of the sales and use tax and do
not extend to the tax inposed in this chapter.

SB 6458 p. 6



© 00 N O Ol WDN P

e T
w N R O

[EN
D

NEW SECTION. Sec. 9. A new section is added to chapter 82.32 RCW
to read as foll ows:

The departnent may develop and institute a tax reporting nethod
whereby the taxpayer uses deductions, credits, or other accounting
techni ques, as directed by the departnent, to allow the departnent to
adm nister, and the taxpayer to report, tax as affected by chapter

., Laws of 1998 (this act) sinply and efficiently. Taxpayers and
sellers affected by chapter . . ., Laws of 1998 (this act) shall keep
their records in a form and nanner as directed by the departnent so
that the departnent can distinguish between taxable and exenpt
transactions. The departnment may devel op an exenption certificate to
be used by the contractor in making sales tax-exenpt purchases of
material s.

NEW SECTION. Sec. 10. This act takes effect July 1, 1998.

--- END ---
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