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Provides a statutory method for determining whether service businesses have 
substantial nexus for the purpose of imposing state business and occupation 
(B&O) taxes.

Establishes a gross receipts, single-factor apportionment formula for 
allocating service and royalty income to Washington.

Allows the Department of Revenue (DOR) to disregard certain transactions 
intended to disguise income, disguise the purchase or sale of property, or 
avoid use tax.

Closes loopholes used to avoid use taxes and real estate excise taxes (REET). 

Places an annual cap of $100 million on the first mortgage B&O tax 
deduction.

Eliminates the nonresident sales tax exemption.

Eliminates the direct seller's representative (DSR) B&O tax exemption on 
April 1, 2010.

Retroactively narrows the DSR B&O tax exemption.

––––––––––––––––––––––

This analysis was prepared by non-partisan legislative staff for the use of legislative 
members in their deliberations. This analysis is not a part of the legislation nor does it 
constitute a statement of legislative intent.
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Modifies the preferential B&O tax rate for manufacturing and wholesaling 
activities related to perishable meat products.

Clarifies tax preferences for manufacturing and wholesaling activities related 
to fresh fruits and vegetables.

Eliminates sales tax exemption for nutrient management equipment, facilities, 
and related services for beef cattle feeding operations between April 1, 2010 
and July 1, 2015. 

Makes corporate board of directors fees subject to the B&O tax at the 1.5 
percent tax rate.

Replaces the current aircraft excise tax with a tax imposed on the fair market 
value of the aircraft.

Narrows the use tax exemption for motor vehicles and trailers used in 
interstate commerce.

Narrows the REET exemption for property transfers related to foreclosure 
sales. 

Expands the authority of the DOR to pursue individuals for certain unpaid 
taxes of limited liability business entities.  

Eliminates the B&O tax credit for new employment for international service 
activities.  

Extends state and local sales and use taxes to candy, bottled water, cosmetic 
medical services, janitorial services, and custom software services.

Increases cigarette taxes by $1 per pack.  

Increases taxes on other tobacco products such as cigars and moist snuff.

Modifies rural county tax incentive programs.

Provides a sales and use tax exemption for server equipment used at eligible 
data centers.

Clarifies the definition of "gross revenue" for purposes of the public utility 
district privilege tax.

Imposes a 0.5 percent B&O surtax for five years on certain services.

Caps the investment earnings B&O deduction at $250,000 per year per 
business.  

Modifies the sales and use tax exemption for machinery and equipment used 
in renewable energy generation.

HOUSE COMMITTEE ON FINANCE

Majority Report:  The substitute bill be substituted therefor and the substitute bill do pass. 
Signed by 6 members:  Representatives Hunter, Chair; Hasegawa, Vice Chair; Conway, 
Ericks, Santos and Springer.
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Minority Report:  Do not pass.  Signed by 3 members:  Representatives Orcutt, Ranking 
Minority Member; Parker, Assistant Ranking Minority Member; Condotta.

Staff:  Rick Peterson (786-7150)

Background:  

Business and Occupation Taxes.
Washington's major business tax is the business and occupation (B&O) tax.  The B&O tax is 
imposed on the gross receipts of business activities conducted within the state, without any 
deduction for the costs of doing business.  The tax is imposed on the gross receipts from all 
business activities conducted within the state.  Revenues are deposited in the State General 
Fund.  There are several rate categories, and a business may be subject to more than one 
B&O tax rate, depending on the types of activities conducted. 

Sales and Use Taxes.
Retail sales and use taxes are imposed by the state, most cities, and all counties.  Retail sales 
taxes are imposed on retail sales of most articles of tangible personal property, digital 
products, and some services.  The state sales tax rate is 6.5 percent.  Local tax rates vary from 
0.5 percent to 3 percent, depending on the location.  The average local tax rate is 2.4 percent, 
for an average combined state and local tax rate of 8.5 percent.

The use tax applies to the acquisition of tangible personal property (TPP), digital products, 
and some services that were not subject to sales tax.  The use tax statute is very specific as to 
which TPP acquisitions it applies to:  any article of TPP purchased at retail, or TPP acquired 
by lease, gift, repossession, or bailment; or TPP extracted or produced by the person using 
the TPP.  The tax is measured by the value of the item at the time of first use within the state.  
Use tax rates are equivalent to retail sales tax rates.  The Department of Revenue (DOR) 
rules state that, "[a] transfer of capital assets to or by a business is deemed not taxable to the 
extent the transfer is accomplished through an adjustment of beneficial interest of the 
business."

Nexus. 
Nexus is the level of connection with a state necessary under the U. S. Commerce Clause to 
permit a state to impose a tax or a sales tax collection duty on out-of-state businesses doing 
business in the state.  A state tax is constitutional under the U. S. Commerce Clause if it is 
assessed against a taxpayer with whom the state has a substantial nexus, is fairly apportioned, 
is nondiscriminatory, and is fairly related to the services provided by the state.  Of these 
requirements, the substantial nexus requirement is often the most difficult to determine.  In 
Quill Corp. v. North Dakota, 504 U.S. 298 (1992), the Supreme Court held that out-of-state 
businesses must have a "physical presence" in the state for there to be "substantial nexus" 
sufficient under the U. S. Commerce Clause to impose a sales tax collection duty.  However, 
the Court was less clear in indicating whether the physical presence standard extends to other 
taxes.  The proper nexus standard for state taxation of out-of-state businesses has been a 
contentious issue since the Quill decision.  Numerous state courts have since affirmed 
economic presence standards, holding that a state may tax businesses with no physical 
presence within its borders. 
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The state of Washington uses a physical presence standard to determine whether a business 
has nexus with Washington.  A physical presence standard requires a business to own or use 
real or personal property in this state, employ employees in this state, or engage, directly or 
through an agent, in activities in this state significantly associated with the business' ability to
establish or maintain a market for its products or services in this state.  A few examples of 
nexus-creating activities include:  soliciting sales in this state through employees or other 
representatives; installing or assembling goods in this state, either by employees or other 
representatives; maintaining a stock of goods in this state; renting or leasing TPP in this state; 
or making repairs or providing maintenance or service to property sold in this state.

Apportionment. 
Generally, a business performing service-taxable activities inside and outside the state must 
apportion to Washington the gross income derived from Washington activities as determined 
by a separate accounting method.  However, if a separate accounting is impractical or 
inaccurate, Washington law provides an apportionment formula based on the cost of doing 
business in Washington versus the cost of doing business everywhere.  More specifically, the 
apportionment formula is a fraction.  The numerator of the fraction is the cost of doing 
business in Washington, and the denominator is the total cost of doing business everywhere.  
A business' total income, earned inside and outside of Washington, is multiplied by the 
resulting fraction/percentage to determine the amount of service income subject to 
Washington's B&O tax.  Under Washington law, only service-taxable activities are subject to 
the apportionment formula.

Financial institutions are subject to a different formula for apportionment.  State law requires 
that the rules for financial institutions be consistent with uniform rules for apportionment 
developed throughout the nation.  The DOR has issued a rule that provides a standard, three-
factor formula for financial institutions.  The apportionment percentage is the average of a 
receipts factor, payroll factor, and property factor.  The financial institutions total gross 
income, earned inside and outside of Washington, is multiplied by the resulting percentage to 
determine the amount of income subject to Washington's B&O tax.

Royalty income is not apportioned in this state.  Instead, royalties are allocated to the 
domicile of the business. 

Tax Avoidance Transactions. 
Courts and agencies apply a variety of tests to address tax avoidance under several related 
doctrines.  (Because of their similarity, it can be difficult to distinguish between them.)  In 
general, these doctrines were developed at the federal level, but many have been adopted by 
states as well.  These judicial doctrines have a basic theme:  to invalidate a transaction that 
would achieve a result contradictory to the intent or basic structure of the tax code provisions 
at issue. 

The following are examples of judicial doctrines commonly used to address tax avoidance:

Economic Substance Doctrine.  The economic substance doctrine states that a transaction’s 
tax benefits will not be allowed if the transaction does not have economic substance.  This 
common law doctrine is an effort by the courts to enforce legislative intent in situations in 
which a literal reading of statutory code would allow a taxpayer to circumvent this intent.  
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The doctrine is used frequently at the federal level to determine whether tax shelters or 
strategies used to reduce tax liability are considered "abusive" by the Internal Revenue 
Service.

Sham Transaction Doctrine.  This doctrine looks for transactions where the economic 
activities giving rise to the tax benefits do not occur.

Substance Over Form Doctrine. This doctrine is based on the premise that if two 
transactions have the same economic result, they should have the same tax result.  To achieve 
this similar tax result, it can be necessary to look at the substance of the transaction rather 
than the formal steps taken to implement it.

Step Transaction Doctrine. The step transaction doctrine treats a series of formally separate 
steps as a single transaction to determine what really was going on with the transaction.

The Assignment of Income Doctrine. Under this doctrine, a taxpayer is subject to tax on all 
income properly attributable to the taxpayer, regardless of whether the taxpayer actually 
receives the income and regardless of the taxpayer's accounting method.

Business Purpose Doctrine. Courts will invalidate a transaction for tax purposes under this 
doctrine when it appears that the taxpayer was not motivated by a business purpose other 
than to avoid tax or secure some tax benefit.  This judicial inquiry largely is dependent on the 
taxpayer’s intent.

Generally, Washington courts have not used the various doctrines described above, with the 
exception of the substance over form doctrine, to interpret tax statutes, but instead have relied 
on traditional methods of statutory construction that include:  (1) looking to the plain 
language of a statute to determine whether the language is ambiguous; (2) giving words their 
common and ordinary meaning if the words are not ambiguous; (3) evaluating other evidence 
if language is determined to be ambiguous to ascertain legislative intent; and (4) construing 
tax exemptions, credits, and deductions narrowly. 

Real Estate Excise Tax. 
The sale of real estate is subject to the state real estate excise tax (REET).  The tax is 
measured by the full selling price, including the amount of any liens, mortgages, or other 
debts multiplied by the rate of 1.28 percent.  State law also authorizes several local REETs. 

The REET also applies to transfers of controlling interests in entities that own property in the 
state.  In order for the REET to apply to the sale of a controlling interest in an entity that 
owns real property, the following must have occurred:  (1) the transfer or acquisition of the 
controlling interest occurred within a 12-month period; (2) the controlling interest was 
transferred in a single transaction or series of transactions by a single person or acquired by a 
single person or a group of persons acting in concert; (3) the entity has an interest in real 
property located in this state; (4) the transfer is not otherwise exempt from tax under state 
law; and (5) the transfer was made for valuable consideration.  A program established in 
2005 requires transfers of controlling interests in an entity that owns real property to be 
reported to the Office of the Secretary of State.  Failure to report a transfer of a controlling 
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interest to the Secretary of State can result in interest and penalties, including a 50 percent 
tax evasion penalty. 

The REET is a legal obligation of the seller.  Additionally, a statutory lien is placed on the 
property until the tax is paid.  If REET is not properly paid, the DOR may enforce the 
obligation in an action of debt against the seller, enforce the lien in the same manner as a 
mortgage foreclosure, or some combination of the two.  A buyer may also be liable for the 
REET unless the buyer notifies the DOR in writing within 30 days following the sale.

First Mortgage Deduction.
Washington law provides a deduction for financial institutions for interest earnings on loans 
secured by first mortgages or deeds of trust on residential properties.  The Washington 
Supreme Court, in Homestreet, Inc. v. Dep't of Revenue, 166 Wn.2d 444 (2009), held that a 
mortgage lender was entitled to the deduction for the portion of interest it retained for 
servicing loans and mortgage-backed securities that it sold on a service-retained basis on the 
secondary market.  Put differently, the Homestreet decision allows an originating lender that 
sells mortgage loans onto the secondary market, but continues to service the loans, to deduct 
service fees. 

Nonresident Sales Tax Exemption.
Persons who reside in a state, possession, or Canadian province that imposes a sales tax of 
less than 3 percent are exempt from Washington retail sales tax on TPP purchased for use 
outside of Washington (i.e., the exemption does not apply to lodging or meals).  Sales to 
residents of other states may also be exempt if their state of residence allows similar 
exemption for Washington residents; however, no state currently qualifies under this 
provision of reciprocity.

Direct Seller Business and Occupation Tax Exemption.
A B&O tax exemption is provided for certain out-of-state sellers that sell consumer products 
exclusively to or through a direct seller's representative (DSR).  Broadly, a "DSR" is defined 
to mean a person who buys consumer products for resale in either the home or some other 
forum that does not constitute a permanent retail establishment.  There is no explicit 
requirement in the statute that the seller make sales of only consumer products through the 
DSR nor an explicit requirement that prohibits downstream sales of consumer products from 
being sold at retail from a permanent retail establishment.  Traditionally, the exemption has 
been used by out-of-state sellers engaged in sales of consumer products exclusively through 
in-home parties or door-to-door selling.  A seller qualifying for the exemption does not owe 
B&O tax on wholesaling or retailing of the consumer products.  (The representative owes 
B&O tax on the commission.)  In Dot Foods, Inc. v. Dep't of Revenue, Docket No. 81022-2 
(September 10, 2009), the Washington Supreme Court held that the exemption also applies to 
out-of-state businesses selling non-consumer products through its representative, in addition 
to consumer products and to out-of-state businesses for consumer products ultimately sold at 
retail in permanent retail establishments.  Many out-of-state businesses selling consumer 
products in this state could be eligible for the exemption under this expanded interpretation 
or could easily restructure their business operations to qualify for the exemption.  The state 
has asked the Washington State Supreme Court to reconsider its decision. 

Tax Preferences for Manufacturers of Certain Agricultural Products.
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Washington law provides a preferential tax rate for the business of slaughtering, breaking, or 
processing of perishable meat products and the wholesaling of such perishable meat 
products.  In Agrilink Foods, Inc. v. Dep't of Revenue, 153 Wn.2d 392 (2005), the Supreme 
Court held that the preferential B&O tax rate applies to the processing of perishable meat 
products into nonperishable finished products, such as canned food.  There had been a 
question as to whether the finished product had to also be a perishable meat product. 

A B&O tax exemption is provided for manufacturing by canning, preserving, freezing, 
processing, or dehydrating fresh fruits or vegetables, and selling such products at wholesale 
by the manufacturer to purchasers who transport the goods out of state in the ordinary course 
of business.  This exemption expires July 1, 2012, and is replaced by a preferential B&O tax 
rate.

Sales and Use Tax Exemption for Livestock Nutrient Management Equipment and Facilities.
In 2001 the Legislature provided an exemption from sales and use taxes for dairy nutrient 
management equipment, facilities, and related services.  To be eligible the person had to have 
a certified dairy nutrient management plan.  In 2006 the sales and use tax exemption was 
broadened beyond dairy to other sectors of the livestock industry that had approved nutrient 
management plans.  A sales and use tax exemption applies to the materials, machinery, 
equipment, and labor and services purchased or used in relation to the operation, repair, 
cleaning, alteration, or improvement of livestock nutrient management facilities and 
equipment.  Livestock nutrient management facilities and equipment are machinery, 
equipment, and structures used in the handling and treatment of livestock manure, such as 
aerators, agitators, alley scrapers, and augers.  The exemption includes repair and 
replacement parts.  The exemption requires facilities and equipment to be used exclusively 
for activities necessary to maintain a livestock nutrient management plan. 

Preferential Business and Occupation Tax Rate for Board of Director Income.
The wages of employees are exempt from the B&O tax.  Members of corporate boards of 
directors receive fees for their services.  Corporate directors are not employees of the 
corporation when they engage in their roles as corporate directors.

Aircraft Excise Tax.
All aircraft must be registered for each calendar year in which it is operated within the state.  
An excise tax, collected by the Aviation Division of the state Department of Transportation, 
is imposed when an aircraft is first registered and the tax is subsequently paid annually 
during January of each year.  The tax is a fixed charge that varies based on the type of 
aircraft.  Annual charges range from $20 to $125.  The tax is levied in lieu of the personal 
property tax.  However, the law exempts several types of aircraft from the excise tax, which 
in turn subjects an aircraft to the personal property tax.  Commercial aircraft principally used 
in interstate or foreign commerce are an example of aircraft exempt from the aircraft excise 
tax, but subject to the personal property tax.  Ninety percent of the receipts from the tax are 
deposited in the State General Fund with the remainder going to the Aeronautics Account.

Use Tax Exemption for Certain Motor Vehicles and Trailers Used in Interstate Commerce.
Motor vehicles and trailers owned or leased by a holder of a carrier permit issued by the 
interstate commerce commission are exempt from use tax.  The exemption also applies to 
TPP and services related to the repairing, cleaning, or altering of the motor vehicles or 
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trailers.  To qualify for the use tax exemption the motor vehicle or trailer must be used "in 
substantial part" in the user's business.  "In substantial part" is defined by rule to mean at 
least 25 percent.  

Foreclosure Exemption.
The REET does not apply to a non-judicial foreclosure sale of real property by a trustee 
under the terms of a deed of trust or a judicial foreclosure sale order by a court on any 
mortgage, lien, or deed of trust.  This exemption applies regardless of whether the sale is to 
the lender or a third party. 

Tax Debts.
Upon the termination, dissolution, or abandonment of a corporate or other limited liability 
business, an officer, member, manager, or other person having control and supervision of 
retail sales tax funds is personally liable for unpaid sales tax if the person willfully fails to 
pay the tax.  Furthermore, personal liability will only apply in situations where the DOR has 
determined that there is no reasonable means of collecting the retail sales tax funds directly 
from the business.

Business and Occupation Tax Credit for New Employment for International Service 
Activities.
Firms engaged in certain international services are entitled to a B&O tax credit of $3,000 for 
each new job a firm creates.  Eligible activities are defined in the statute, which include 
services such as computer, legal, accounting, engineering, architectural, advertising, and 
financial services.  To qualify the firm must be located in a community empowerment zone 
or in a city or group of contiguous cities with a population of at least 80,000.

Sales and Use Tax Exemption for Food and Food Ingredients.
Washington specifically exempts "food and food ingredients" from state and local sales and 
use taxes.  Therefore, any food product included within the definition of "food and food 
ingredients" is exempt from sales and use tax.  "Food and food ingredients" is defined to 
mean substances, whether in liquid, concentrated, solid, frozen, dried, or dehydrated form, 
that are sold for ingestion or chewing by humans and are consumed for their taste or 
nutritional value.  Prepared food, soft drinks, and dietary supplements are excluded from the 
definition and are therefore subject to sales and use tax.  However, candy and bottled water 
are included within the definition and are therefore exempt from sales and use tax.

Taxes on Cigarettes and Other Tobacco Products.
Tobacco products are subject to various taxes, including state retail sales and use taxes and 
tobacco taxes that are paid by wholesalers or distributors of the products in the state.  

Since July 1, 2009, all collected tobacco taxes have been deposited in the State General Fund, 
except for approximately 21 percent of cigarette taxes that are deposited in the Education 
Legacy Trust Account ($83 million in 2009).

The cigarette tax is added directly to the price of cigarettes before the sales tax is applied.  
The cigarette tax is due from the first person who sells, uses, consumes, handles, possesses, 
or distributes the cigarettes in the state.  The cigarette tax rate is $0.10125 per cigarette 
($2.025 per pack of 20 cigarettes).  
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The taxpayer pays the cigarette tax by purchasing cigarette tax stamps that are placed on 
cigarette packs.  

The tobacco products tax applies to all tobacco products, except cigarettes, which are taxed 
separately.  Examples of tobacco products include cigars, pipe tobacco, snuff, and chewing 
tobacco.  The tobacco products tax is due from the distributor when the distributor brings 
tobacco products into the state, manufactures tobacco products in the state, or ships tobacco 
products to retailers in the state.  

The tobacco products tax rate is 75 percent of the wholesale price, but for cigars the tax is 
capped at 50 cents per cigar.  Generally, the wholesale price is the actual purchase or selling 
price charged by the manufacturer or distributor. 

These tobacco products are not subject to any stamp requirement.

Rural County Tax Incentive Programs.
State law provides a state and local retail sales and use tax deferral program for the purchase 
of labor and materials used in the construction of new or remodeled buildings or equipment 
where the buildings or equipment will be used for manufacturing or research and 
development.  (Since July 1, 1994, the repayment requirement has been waived as long as 
program requirements are maintained making the program an outright exemption.)  For 
purposes of the deferral program, the definition of manufacturing, in addition to its regular 
definition relating to the production of a new, different, or useful substance or article of TPP, 
specifically includes computer programming, the production of computer software, and other 
computer-related services.  To qualify, a project must be located in a county with an average 
population density of no more than 100 persons per square mile or in a designated 
community empowerment zone.  The sales and use tax deferral program is currently 
scheduled to expire on July 1, 2010.

State law provides a credit against B&O tax liability for gross income derived from 
manufacturing or research and development activities in rural counties or designated 
community empowerment zones.  For purposes of the credit program, the definition of 
manufacturing, in addition to its regular definition relating to the production of a new, 
different, or useful substance or article of tangible personal property, specifically includes 
computer programming, the production of computer software, and other computer-related 
services.  Rural counties are defined as those with an average population density of less than 
100 persons.  The amount of the credit is $2,000 for each new job created, unless the new 
position is paid wages and benefits of more than $40,000 annually, in which case the credit is 
$4,000.  To qualify the firm must increase its total jobs in an eligible area by at least 15 
percent.  The total amount of credit is capped at $7.5 million.

On January 29, 2010, the Thurston County Superior Court, in an oral ruling, partially granted 
a motion for summary judgment in a suit brought by Yahoo against the DOR.  The Court 
found that Yahoo's data center in Quincy qualified for the rural county sales and use tax 
deferral program.  The DOR's position has been that state law allows a deferral for computer-
related services or programming only when those activities lead to a finished tangible 
product for sale or potential sale. 
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Public Utility District Privilege Tax.
Public Utility Districts (PUDs) were created to provide water and electricity, and to conserve 
water and power resources.  Currently, there are 28 PUDs:  23 provide electricity services, 14 
provide water or water and wastewater service, and 13 offer wholesale broadband 
telecommunications service.  The powers of a PUD are executed by a board of three or five 
elected commissioners. 

The PUDs that generate, transmit, or distribute electricity are subject to the PUD privilege 
tax.  The tax is intended to be in lieu of property tax, since PUDs are governmental entities 
and do not pay property taxes. 

The PUD privilege tax includes three separate tax bases:  electricity that is distributed to 
PUD customers, electricity that is generated by PUDs at hydroelectric and other facilities, 
and electricity that is generated by thermonuclear facilities on federal lands, which applies 
specifically to the nuclear generation facility operated on the Hanford reservation by Energy 
Northwest.  On electricity distributed to retail PUD customers, the tax rate is 2.14 percent of 
the gross revenue received from the retail sales.  On electricity that is generated, the tax rate 
is equal to 5.35 percent of the first 0.4 cents of wholesale value of each kilowatt-hour of 
electricity.  On electricity that is generated by the Energy Northwest's Columbia Generating 
Station at Hanford, the tax rate is 1.605 percent of the wholesale value of the electricity. 

The PUD privilege tax is administered by the DOR.  Tax receipts are shared with local 
governments and are distributed to local governments under a formula that recognizes where 
electricity is sold and the location where generating facilities are located.  In Fiscal Year 
2008, $23 million was distributed to local governments.  The state received $19 million.

The tax is based on the amount received from the sale of electricity.  A recent lower court 
case has upheld the request for refund of tax by two PUDs that separate their kilowatt-hour 
charges from the charge to recoup the costs of providing service regardless of whether any 
electricity is used (e.g. meter reading, billing, and fixed facilities).  These PUDs argue that 
tax should be paid only on the kilowatt-hour charge.  It has been the DOR's interpretation 
that the tax applies to the entire amount received.

Investment Income of Nonfinancial Firms.
A B&O tax deduction is provided for interest, dividends, and capital gain income earned by 
businesses not engaged in banking, loan, security, or other financial businesses.  The 
deduction applies to investment income and with limitations, to dividend or interest income 
received by a parent company from a subsidiary.  

Sales and Use Tax Exemption for Machinery and Equipment Used to Generate Renewable 
Energy.
Effective July 1, 2009, through June 30, 2013, purchases and installation of machinery and 
equipment that will be used directly in a facility that generates no more than 10 kilowatts of 
electricity using solar energy are exempt from sales and use tax.  In addition, purchases and 
installation of machinery and equipment used directly in generating electricity using fuel 
cells, sun, wind, biomass energy, tidal and wave energy, geothermal resources, anaerobic 
digestion, technology that converts otherwise lost energy from exhaust, or landfill gas in a 
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facility that generates no less than one kilowatt of electricity are exempt from sales and use 
tax subject to the following:  (1) from July 1, 2009, through June 30, 2011, the exemption is 
100 percent of the sales or use tax paid; and (2) July 1, 2011, through June 30, 2013, the 
exemption is in the form of a refund from the DOR of 75 percent of sales or use tax paid.

–––––––––––––––––––––––––––––––––

Summary of Substitute Bill:  

Nexus. 
For purposes of imposing the state B&O tax on service activities and the activity of receiving 
royalty income, a business or individual will have substantial nexus with the state if the 
individual or business meets one of the following requirements:  (1) an individual is a 
resident or domiciled in the state; (2) a business entity is organized or commercially 
domiciled in this state; or (3) the individual or business is organized or domiciled outside the 
state but has more than $50,000 of property in the state, more than $50,000 of payroll in the 
state, more than $500,000 of receipts from this state, or at least 25 percent of the individual's 
or business's total property, total payroll, or total receipts in this state.  This nexus standard 
only applies to service activities and the activity of receiving royalty income.  A business or 
individual with substantial nexus in any tax year is deemed to have substantial nexus with the 
state for the following four tax years. 

Property counting toward the thresholds is the average value of the taxpayer's property 
owned or rented in the state during the tax year.  Other than loans and credit card receivables, 
property is generally valued at its cost basis.  Loans and credit card receivables are generally 
valued at their outstanding principal balance.  Rented property is valued at eight times the 
annual rental rate, less any amounts received for subrentals.  Receipts counting towards the 
thresholds are the amounts included in the numerator for purposes of apportioning income to 
the state as described below. 

Payroll counting towards the thresholds is the total amount paid by the business for 
compensation in this state.  Compensation is paid in this state if the compensation is 
reportable to this state for unemployment compensation tax purposes.  The property, payroll, 
and receipts thresholds are adjusted annually for changes in the consumer price index (CPI) if 
the change in the CPI is 5 percent or more since the last adjustment.  The DOR reviews the 
CPI every December, and an adjustment applies to any tax period that begins after the 
adjustment is made.

Apportionment. 
Income derived from service activities and royalties is apportioned to Washington based on a 
receipts factor.  The receipts factor is a fraction of which the numerator is the total gross 
income of the business attributable to this state for the activity and the denominator is the 
worldwide gross income of the business for the activity.  The total worldwide gross income 
from the activity is multiplied by the receipts factor to determine the amount of income 
apportioned to Washington for purposes of the B&O tax.  Apportionment using the receipts 
factor would replace the three-factor apportionment formula for financial institutions and the 
cost apportionment formula for other businesses providing services. 
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Except for financial institutions, gross income is attributable to this state based on the 
following series of hierarchical rules: 

1.

2.

3.

4.

5.

6.

7.

income is attributable to this state if the customer received the benefit of the service 
in this state or used the business's intangible property in this state;
if the customer received the benefit of the service or used the intangible property in 
more than one state, income is attributable to the state where the service was 
primarily received or where the intangible property is primarily used;
if income cannot be attributed under the foregoing, then the income is attributable to 
the state where the customer ordered the service or where the royalty agreement was 
negotiated;
if income cannot be attributed under the foregoing, then the income is attributable to 
the state to which the billing statements or invoices are sent to the customer;
if income cannot be attributed under the foregoing, then the income is attributable to 
the state from which the customer sends payment to the business;
if income cannot be attributed under the foregoing, then the income is attributable to 
the state where the customer is located; and
if income cannot be attributed under the foregoing, then the income is attributable to 
the state where the business is domiciled.

For financial institutions, gross income is attributable to this state as follows:
1.

2.

3.

4.

5.

interest, fees, and penalties on credit card receivables and net gains from the sale of 
credit card receivables, are attributable to this state if the billing address of the 
cardholder is in this state; 
interest, fees, and penalties on secured loans are attributable to this state if the 
property securing the loan is located within this state; 
interest, fees, and penalties on unsecured loans are attributable to this state if the 
borrower is located in the state;
net gains on the sale of loans and loan servicing fees are attributable to this state in 
the same manner as provided in two or three for secured and unsecured loans; and
interest, dividends, net gains, and other income from investment assets and activities 
and from trading assets and activities are attributable to this state if the income is 
properly assigned to a regular place of business of the financial institution within this 
state.  This would apply to income from investment securities, trading account assets, 
federal funds, futures contracts, forward contracts, swaps, and foreign currency 
transactions. 

Tax Avoidance Transactions. 
Unless otherwise specifically provided in statute, the DOR must respect the form of a 
transaction, except where the form is adopted for the purpose of:  disguising income or 
otherwise avoiding tax on income; disguising the purchase or sale of property or services; or 
avoiding use tax on property used in the state by an entity organized outside the state.

The DOR must adopt rules, as resources allow, to assist taxpayers in determining when the 
form of a transaction will be disregarded.  Rules adopted by the DOR must include examples.  
In adopting rules, the DOR may consider the following judicial doctrines:  the sham 
transaction doctrine; the economic substance doctrine; the business purpose doctrine; the step 
transaction doctrine; and the assignment of income doctrine.
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The DOR may not disregard any transaction, plan, or arrangement initiated before April 1, 
2010, if the taxpayer reported its tax liability in conformance with specific written 
instructions by the DOR, a determination by the DOR, or any other document published by 
the DOR. 

If a tax deficiency is deemed to be a result of a disregarded transaction, the DOR may assess 
a 35 percent penalty; however, the DOR may not assess the penalty if the taxpayer discloses 
its participation in the transaction before the DOR discovers it.

Use Tax. 
The statutory language describing how the acquisition TPP occurs (lease, gift, bailment, etc.) 
is eliminated.  Therefore, the acquisition of TPP in any manner is subject to use tax unless 
some other provision specifically exempts the transaction. 

Real Estate Excise Tax. 
For the purpose of determining whether the sale of a controlling interest has occurred within 
a 12-month period, an option to purchase real estate is also included in the determination.  
The date the option agreement is executed is used as the relevant date. 

The DOR may, at its option, enforce the collection of REET for the sale of a controlling 
interest in a business by pursuing the buyer of a controlling interest, seller of a controlling 
interest, or the business entity itself of which a controlling interest is transferred.

The law is clarified that a lien for payment of REET attaches to each parcel of property 
owned by an entity in which a controlling interest has been transferred. 

A parent corporation of a wholly-owned subsidiary is responsible for REET if the subsidiary 
transfers real property to a third party and then dissolves before payment of the tax. 

Buyers are no longer absolved from REET liability by simply providing notice of a real 
estate sale to the DOR.

First Mortgage Deduction.
An annual $100 million cap is placed on the deduction.  Therefore, a financial business may 
not deduct more than $100 million in any calendar year for amounts derived from interest.  
Interest income is clarified to mean the portion of fees charged to borrowers, including points 
and origination fees, that are recognized over the life of the loan as an adjustment to yield 
using generally accepted accounting principles.  

Nonresident Sales Tax Exemption.
The nonresident sales tax exemption is eliminated.

Direct Seller Business and Occupation Tax Exemption.
The DSR B&O tax exemption is eliminated beginning April 1, 2010. 

A retroactive change is made to the DSR B&O exemption that narrows the exemption by 
requiring the DSR to have purchased only consumer products to qualify for the exemption.  
This retroactive change will prevent companies that might have otherwise qualified for the 
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exemption, absent the changes made in this bill, from seeking a refund.  The retroactive 
change will not impact the taxpayer that prevailed in the Dot Foods decision, if there is a 
final judgment, not subject to appeal, entered by a court before April 1, 2010. 

Tax Preferences for Manufacturers of Certain Agricultural Products.
The exemption for slaughtering, breaking, or processing perishable meat products or selling 
these perishable meat products at wholesale is modified by requiring that the end product be:  
a perishable meat product, a nonperishable meat product that is comprised primarily of 
animal carcass by weight or volume other than a canned meat product, or a meat by-product.  
The tax preference for fruit and vegetable manufacturers is modified by requiring that the end 
product be comprised either exclusively of fruits or vegetables, or any combination of fruits, 
vegetables, and certain other substances that, cumulatively, may not exceed the amount of 
fruits and vegetables contained in the product measured by weight or volume.

A number of conforming amendments are made to update statutory cross references that 
would become incorrect upon enactment of the bill.

Sales and Use Tax Exemption for Livestock Nutrient Management Equipment and Facilities.
The sales and use tax exemption for livestock nutrient management equipment and facilities 
is repealed.

Preferential Business and Occupation Tax Rate for Board of Director Income.
The fees paid to members of corporate boards of directors are explicitly subject to tax under 
the "service & other" classification at the 1.5 percent tax rate.  Therefore, fees paid to 
members of corporate boards of directors would not be exempt under the exemption for 
wages and salaries for employees.  

Aircraft Excise Tax.
The existing aircraft excise tax, which imposes an annual fixed charge, is replaced with a tax 
assessed on the taxable value of the aircraft.  The taxable value is the fair market value of the 
aircraft, which is the most recent purchase price of the aircraft depreciated based on a 
schedule prepared at least once a year by the DOR.  The tax rate is 0.5 percent.  The tax 
applies to the same aircraft subject to the current aircraft excise tax and is imposed annually.  
All of the revenue from the tax is deposited into the State General Fund. 

Use Tax Exemption for Certain Motor Vehicles and Trailers Used in Interstate Commerce.
The requirement that motor vehicles or trailers be used at least 25 percent of the time to 
qualify for the use tax exemption is changed to a 50 percent threshold.  

Foreclosure Exemption.
The REET foreclosure exemption is limited to only transfers made to a beneficiary under a 
non-judicial trustee's sale or a mortgagee, lien holder, or beneficiary under a court-ordered 
sale.  In other words, the sale of property to third parties would be subject to REET even if 
the sale is pursuant to a foreclosure sale.  

Tax Debts.
When the DOR issues a tax warrant for unpaid tax from a limited liability business entity 
(i.e., corporation, limited liability company, limited liability partnership, etc.) that has been 
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terminated, dissolved, abandoned, or is otherwise insolvent, the DOR may pursue the 
collection of unpaid taxes from a responsible individual.  A responsible individual means any 
current or former officer, manager, member, partner, or trustee of a limited liability business 
entity.  Personal liability extends to unpaid state and local sales taxes, state B&O taxes, and 
any other state and local taxes collected by the DOR.  Personal liability for unpaid taxes 
extends to current or former chief executive officers or chief financial officers regardless of 
fault or whether the individual was or should have been aware of the unpaid tax liability.  For 
other individuals, personal liability applies only if the individual willfully failed to pay the 
tax.  

Business and Occupation Tax Credit for New Employment for International Service 
Activities.
The B&O tax credit for new employment for international service activities is repealed.  

Sales Taxes on Certain Products and Services.
State and local sales and use taxes are extended to bottled water and candy by removing these 
items from the exemption for food and food ingredients.

State and local sales and use taxes are imposed on cosmetic medical services, custom 
software services including the customization of prewritten computer software, and janitorial 
services.  

Cosmetic medical services. Generally, "cosmetic medical service" means any medical 
procedure that is directed at improving the individual's appearance and that is not medically 
necessary to promote the proper function of the body or prevent or treat physical illness or 
disease.  Examples of cosmetic medical services would include cosmetic surgery, hair 
transplants, cosmetic tissue fillers, laser hair removal, laser skin resurfacing, and chemical 
peels.  

Custom software services and customization of prewritten computer software.  Generally, 
"custom software services" is the development of computer software for a specific person.  
"Customization of prewritten computer software" means any alteration, modification, or 
development of applications using or incorporating prewritten computer software for a 
specific person.

Janitorial services.  Generally, "janitorial services" means cleaning and caretaking services 
ordinarily performed by commercial janitor service businesses.  Examples of janitorial 
services includes wall and window washing, floor cleaning and waxing, and the cleaning in 
place of rugs, drapes, and upholstery.  

Taxes on Cigarettes and Other Tobacco Products.
Beginning April 1, 2010, taxes on cigarettes are increased $1 per pack, and taxes on tobacco 
products are generally increased from 75 percent to 95 percent of the taxable sales price, with 
some exceptions.

Beginning April 1, 2010, the cigarette tax rate is increased from $0.10125 to $0.15125 per 
cigarette (from $2.025 to $3.025 per pack of 20 cigarettes).  The additional cigarette taxes are 
deposited in the State General Fund.  The amount of cigarette taxes deposited into the 
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Education Legacy Trust Account is adjusted to 14 percent of the total cigarette tax to reflect 
its approximate share of the new total cigarette tax.   

Beginning October 1, 2010, the tobacco products tax is increased from 75 percent to 95 
percent of the taxable sales price, with some exceptions.

Large cigars: The tobacco products tax rate on large cigars is the greater of 95 percent of the 
taxable sales price with a per cigar cap of  $1.

Little cigars:   The tobacco products tax rate on little cigars is a per cigar tax that is the same 
as the per cigarette tax.

Moist snuff: The tobacco products tax rate on moist snuff is based on a single unit package.  
The tax rate is the greater of 95 percent of the taxable sales price or 20 times the per cigarette 
tax.  For units larger than 1.2 ounces, the tax rate is increased proportionally based on the 
package size.

Beginning July 1, 2011, tobacco product distributors must begin providing the DOR 
regarding their purchases of other tobacco products.  This information may include product 
descriptions, brands, number of packages, purchase prices, and other information.  

Within one year of the date that the federal government requires a tobacco code to track 
tobacco products, all individual packages must contain the code that would verify if taxes 
have been paid on the product.  If the federal government does not implement a tobacco code 
by July 1, 2011, the DOR must, by July 1, 2014, recommend to the Legislature a method of 
determining whether tax has been paid on a product.

The state Department of Health, with the assistance of the DOR and the Office of Financial 
Management, is directed to study youth access to moist snuff and youth consumption.  The 
report is due to the Legislature by December 1, 2010.  

Rural County Tax Incentive Programs.
For purposes of the rural county sales and use tax deferral program and the rural county B&O 
tax credit, the following changes are made to the definitions of "manufacturing" and 
"research and development:" 

1.

2.

Until July 1, 2010, the definition of "manufacturing" is changed to include only 
computer programming, production of computer software, and other computer-related 
services that contribute to the production of a new, different, or useful substance or 
article of TPP.  Beginning July 1, 2010, activities related to computer programming, 
production of computer software, and other computer-related services are excluded 
from the definition of "manufacturing." 

The definition of "research and development" is modified to apply only to activities 
that are intended to ultimately result in the production of a new, different, or useful 
substance or article of TPP. 

The changes are made retroactive, as well as prospective. 
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Sales and Use Tax Exemption for Server Equipment.
A retail sales and use tax exemption is provided for server equipment, including labor and 
services related to installation, for computer data centers.  The exemption also applies to 
power infrastructure, including labor and services related to installation, repair, alteration, 
and improvement of the power infrastructure. 

To qualify for the exemption a data center must:  (1) be located in a rural county; (2) have at 
least 20,000 square feet dedicated to housing servers; and (3) have a building permit issued 
for construction, expansion, renovation, or other improvements between April 1, 2010, and 
June 30, 2011.  Server equipment must be installed on or after April 1, 2010, and 
replacement server equipment originally exempt under this law must be installed prior to 
April 1, 2018.

A business must establish within six years of receiving the sales and use tax exemption that it 
has increased employment in the state by a minimum of 35 permanent family-wage jobs from 
the date the eligible computer data center first became operational.  All previously exempted 
sales and use taxes are immediately due and payable if family-wage job and benefit 
requirements are not met.

Any business that has received the benefit of the sales and use tax exemption/deferral under 
the rural county program is not eligible for the server exemption.   

Businesses claiming this exemption must file an annual report with the DOR.  This 
exemption expires on April 1, 2018.

Public Utility District Privilege Tax.
The PUD privilege tax applies to all charges for sale of electricity including any recurring 
charges that are billed to consumers as a condition for receiving electricity.

Business and Occupation Surtax on Certain Services.
A temporary B&O surtax of 0.5 percent is imposed on the following service categories:

1.
2.

3.

4.

5.

6.
7.

accounting, tax preparation, bookkeeping, and payroll services; 
advertising and related services, which includes public relations services, direct mail 
advertising services, and display advertising services; 
agent and management services for artists, athletes, entertainers, and other public 
figures;
legal services, which includes attorney services, paralegal services, title services, title 
abstract services, title search services, and notary services;
management, scientific, and technical consulting services including, administrative 
management services, human resource consulting services, marketing consulting 
services, logistic consulting services, and environmental consulting services;
marketing research and public opinion polling services; and
promoting services for performing arts, sporting, and similar events.

The surtax ends on July 1, 2015. 

Business and Occupation Tax Deduction for Nonfinancial Firms. 
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A nonfinancial business may not deduct more than $250,000 per year under the investment 
earnings deduction for nonfinancial firms.  

Sales and Use Tax Exemption for Machinery and Equipment Used to Generate Renewable 
Energy.
In order to qualify for the exemption for machinery and equipment used to create energy 
from wind, a producer must either be a local utility or someone contracting with a local 
utility for the sale of power. 

Substitute Bill Compared to Original Bill:  

The original bill was a title-only bill.  See "summary of substitute bill" for substitutive 
changes made to the bill.

–––––––––––––––––––––––––––––––––

Appropriation:  None.

Fiscal Note:  Requested.

Effective Date of Substitute Bill:  The bill contains an emergency clause and takes effect 
April 1, 2010, except for sections 501, 502, and 2305 relating to direct seller's 
representatives, which take effect immediately; sections 1701 and 1702 relating to rural 
county tax incentives, which take effect July 1, 2010; and section 606 which reinstates prior 
law related to business and occupation tax rates after a scheduled expiration and takes effect 
July 1, 2011.

Staff Summary of Public Testimony:  

(In support) This is a great win for public health.  We expect to see a decline of 10 percent in 
smoking if this bill passes.  Despite the revenue increase in this bill, the budget is still cutting
a substantial amount for smoking prevention.   K-12 needs a long-term funding solution and 
a solution for the budget crisis – this bill helps achieve both.  Closing additional loopholes is 
responsible.  Reducing class size is very important and this bill will help provide revenue to 
achieve this.  This bill protects long-term health care for seniors.  Taxing cigarettes makes 
more sense than cutting the Basic Health Plan.  Closing tax loopholes makes more sense than 
closing peoples' opportunities to stay in their own homes.  However, this bill needs to 
increase revenue even more to protect needed services.  Older adults and younger adults 
provide services in day health care and home services serve a very low-income population.  
Last year was an all cuts budget.  Close to 500 individuals that use adult day health lost 
services.  These services are not adequately funded.  Revenue included in bill will fund 
essential services for food and shelter.  K-12 funding is stretched thin.  Staffing reductions 
have led to larger class sizes, lost enrichment opportunities, and lost course offerings.  At the 
same time, we are requiring our students to meet certain higher standards.  Without 
additional revenue, we will have to cut physical education and music.  Community health 
care is a critical service for Washington residents.  If funding is not provided, we’ll have to 
cut more medical staff related to community health care.  More than 100,000 people may 
lose insurance without adequate funding so this bill is a step in the right direction.  Without 
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sufficient revenue, children and families will receive drastic cuts in critical services.  Candy 
and sweets do not create healthy kids and we should not give these items a tax break.  The 
bill will generate revenue for dental and medical care and make kids healthier.  Taxing 
sweets is part of the solution.  The bill is a step in the right direction in helping preserve 
critical services.  Instead of having this broad array of taxes that is unfair, we need a net 
income tax.  With the needs so great, this is a good time to target loopholes and tax 
avoidance.  Providing revenue for education will ensure our brightest students will remain 
the state.  The needs for the underserved are increasing while funding is decreasing.  The 
revenue package is a good starting point but we need more revenue to prevent further cuts.  
State spending has an employment multiplier effect that is generated across the state.  State 
spending retains jobs.   Middle and low income students will be disproportionately impacted 
by recent budget cuts.  Bus routes have been eliminated.  There has been a reduction in 
maintenance of buildings and a reduction in assistance educators and security.  The 
exemption for the Centralia coal mine is an example of a tax loophole that needs to be 
eliminated.  The jobs have moved to Idaho but the exemption is still being claimed.  The 
social safety net in Washington is being seriously threatened.   States that increased taxes 
were not any slower to recover during a recession.  Our state ranks 45th in investing in 
education.  This bill is an investment in people, especially people with disabilities and 
students.

(Opposed) The tax on tobacco products has gone up a number of times and it has had a huge, 
punitive impact.  When a product is available for half the price, people will go there.  We 
have  trained people to look elsewhere for these products.  Even after the Legislature lowered 
the tax in 2005, people still looked elsewhere.  The tax increases in this bill will cause us to 
go out of business.   I have been paying my taxes and doing the right things and now I am 
waiting for the Legislature to decide whether my business will succeed or fail.  This bill will 
force a lot of people to go out of the state to make purchases, which will lead to a lot of job 
losses in this state.  The tax structure should be left alone.  No group should be singled out 
for a 33 percent increase in taxes.  Lawyers and accountants provide necessary services to 
help guide people with respect to government rules and regulations.  People will look for 
people who are not specialists since they will not be subject to tax.  Limiting use of the sales 
tax exemption for wind power will reduce investment in these projects.  Substantially 
reconsider the restriction in wind power.  Many folks who are providing janitorial services 
are not properly paying their taxes.  The businesses playing by the rules will lose customers 
to those that are not.  We currently are paying sales tax on the supplies that are used to 
provide janitorial services.  Many members in the janitorial profession lost their jobs last year 
and this bill will make the problem worse.  The candy tax will hurt our jobs.  My household 
income went down substantially last year.  We tightened our belts and we expect government 
to do the same thing.  The commercial real estate market is in bad shape right now, which has 
caused us to lay off janitors.  If we have to pass on a 9.5 percent sales tax we will not be able 
to pass on the cost, which means we will have to cut labor.   The taxes in this bill make 
Washington’s regressive tax structure more regressive.  This bill needs to include additional 
loopholes and include an income tax.   Office assets have declined 30 percent in valuation in 
the past 24 months.  Commercial property owners will tell their property management firms 
to absorb the cost.   The tax on candy unfairly targets certain types of sweets while not 
impacting others.  We need to look at increasing revenue by increasing private sector jobs.  
That is where the revenue comes from.   The state of Washington is already considered a 
business unfriendly state.  Texas is growing by leaps and bounds – probably because they are 
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doing something right.  The state of New Jersey passed a cosmetic service tax.  It cost $3 to 
administer per $1 of tax collected.  Eighty-six percent of patients are working women.  This 
is a discriminatory tax.  It will be difficult to enforce.  The fiscal impact is very small.  The 
original sponsor over in the Senate does not support this tax anymore.  In November, we 
offered to suspend our exemption for three years.  Now the tax has been completely 
eliminated.  In 1993 architects and engineers had a tax increase.  A 1995 study showed a 9 
percent drop in professional employees in those industries, during a time of relative 
economic prosperity.  Now, the economy has tanked so a tax increase will have an even more 
negative impact.  We need to incent solutions to move away from costly pollution.  This bill 
restricts renewable energy development, which is contrary to the direction we need to be 
going.  The key is to stimulate an emerging industry and create jobs in rural jobs.  The 
limitation on the machinery and equipment exemption moves us in the other direction.  This 
will cause serious harm to a fragile economy.  Getting financing is extremely difficult.  Out-
of-state financial institutions will be less likely to work with in-state businesses.  

Persons Testifying:  (In support) Luci Culp, American Heart Association; Novella Fraser, 
Washington State PTA; Peggy Quan, American Association of Retired People; Nora Gibson, 
Elder Health Northwest; Maria Roselle, Food Lifeline; JJ Jensen; Chelsea Bell; Flash Scaff; 
Gary Walner, Community Health Care; Teresa Mosqueda, Children's Alliance; Maru Mora-
Villalpando, Washingon Community Action Network; Graydon Andrus, Downtown 
Emergency Services Center; Anita Monoian, Yakima Neighborhood Health Services; Mike 
Bogatay, Washington Student Association; Leatha Murchison, SeaMar Community Health 
Clinic; Marilyn Watkins, Economic Opportunity Institute; Laurie Meeker, United Faculty of 
Washington; Doug Nelson, Public School Employees Service Employees International 
Union; Sarahjane Siegfriedt, King County Democrats; Paul Purcell; Jim Dawson, Fuse; Trish 
McNabb, Community Network Coalition; Mark Secord, Neighborcare Health; and Ron 
Gibbs, Community Employment Alliance.

(Opposed) Dale Taylor, Cigar Association of Washington; Stacey Thrasher, Kirsten Pipe; 
Don Hanes, Monarch Marketing; Chris Hesse; John Audley, Renewable Northwest Project; 
Trudy Snyder, Myriad One Inc; Emily Sokolski, Service Employees Internatin Union Local 
6; William Young, Brown & Haley; Rachelle Ottosen; Scott Freeman, Pacific Building 
Janitorial Service; Rod Kauffman, Building Owners and Managers Association; Pierson 
Clair, Brown & Haley; Pat Tarzwell; James Still; Dr. William Protuese, Washington State 
Society of Facial Plastic Surgeons; Susie Tracy, Washington Academy of Eye Physicians and 
Surgeons; Jake Field, Washington State Cattlemen's Association; Margaret Viggiani, Sisters 
Organized for Survival; Linda Knighton, Progressive Party; Teresa Miller; Carrie Dolwick, 
Northwest Energy Coalition; Bill Garrity, American Council of Engineering Companies; and 
Gary Smith, Independent Business Association.

Persons Signed In To Testify But Not Testifying:  (In support) Nick Federici, American 
Cancer Society; David Foster, American Lung Association; Yasmin Christopher, One 
America; Kim Collins; Randy Parr, Washington Education Association; Steven Clark, Valley 
View Community Health Center; David Flentge, Community Health Care; Barb Marlich, 
Peninsula Community Health Care Services; Charles Shelan, Washington State Coalition for 
Children in Care; Dave Olsen, Service Employees International Union #1199 Northwest; 
Heather Weiner, Sierra Club; Victoria Goetz, Health Point; David Lindberg; Eleanor Owen, 
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National Alliance on Mental Illness of Greater Seattle; David Lord, Disability Rights 
Washington; Paul Benz, Lutheran Public Policy; and Lonnie Johns-Brown.

(Opposed) Mark Johnson, Washington Retail Association; Stu Halson, International Bottled 
Water Association; Al Ralston, BECU; Lew McMurran, Washington Technology Industry 
Association; Dan Coyne, Alaska Airlines; Larry Pursley, Washington Trucking Association; 
Tom McBride, Tech America; Denny Eliason, Washington Banker's Association; Greg 
Pierce, Financial League; Brad Tower, Community Bankers; Joe Arundel, Rain City Cigar; 
Suzie Tracy, Washington Airport Management Association; Kammeron Todd, Washington 
Friends of Farms and Forests; Jean Leonard, Advanced Aviation Services; Lisa Thatcher, 
Clark County Public Utility District; Terry Kohl, Washington Credit Union League; Scott 
Hazelgrove, Pacific Merchant Shipping Association; Chris Cheney, Washington Dairy 
Federation and Washington Fryer Commission; Carolyn Logue, Washington Food Industry, 
Nancy Hiteshue, Washington Roundtable; Bill Stauffacher, Independent Insurance Agents 
and Brokers of Washington and Pacific Printing and Imaging Association; Cliff Webster, 
Architects and Engineers Legislative Council; Amber Carter, Association of Washington 
Business; and Miguel Perez-Gibson, Climate Solutions.
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