Ch.

261, 262 WASHINGTION LAWS, 1969 lst Ex. Sess.

process. As a result, this mechanism provides
no assurance that the nominations will represent
a cross section of the community college dis-
tricts. Rather, it may tend on a long-range
basis to inject partisanship into the selec-
tion process. Just as the boards of regents
and boards of trustees of the state universi-
ties and colleges are appointed directly by
the Governor, so also should the trustees of the
community colleges. Finally, to the extent
that a governor is actually limited in slect-
ing trustees to those nominees submitted by
legislative nominating committees, such a
procedure does not conform with Article 13

of the State Constitution which requires that
educational trustees of state institutions
shall be appointed by the Governor with the
advice and consent of the Senate. I have
therefore vetoed the item in Section 7 which
would continue the legislative nominating
committees.

Because the bill contains correlative pro-
visions of the 1969 education code, I have
also vetoed the equivalent provisions in
those sections.”

CHAPTER 262
[Reengrossed Substitute House Bill No. 582]
REVENUE AND TAXAT ION--
"NET INCOME TAX ACT"~-
PROPERTY TAXES--EXCISES

AN ACT Relating to revenue and taxation; adding new chapters to chap-

ter 15, Laws of 1961 and to Title 82 RCW; adding a new section
to chapter 15, Laws of 1961 and to chapter 82,04 RCW; |authoriz-

ing. the establishment of local taxing districts; empowering lo-
cal taxing districts and cities and towns and counties to levy
a retall sales and use tax; amending section 82.02.020, chapten

15, Laws of 1961 as amended by section 16, chapter 236, Laws

of 1967 and RCW 82.02.020;Iamending section 74.04,150, chapter

26, Laws of 1959 and RCW 74.04.150; amending section 1, chap-
ter 7, Laws of 1963 as last amended by section L4, chapter 149,
Laws of 1967 ex. sess., and RCW 82.04,050; amending section
82,04,230, chapter 15, Laws of 1961, as amended by section 7,
chapter 149, Laws of 1967 ex. sess. and RCW 82.04,.230; amend-
ing section 82,04.240, chapter 15, Laws of 1961, as last amend-
ed by section 8, chapter 149, Laws of 1967 ex. sess. and RCVW
82.04.240; .amending section 82.04,250, chapter 15, Laws of
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1961 as amended by section 9, chaoter 149, Laws of 1967 ex.
sess,, and RCW 82.04,250; amending section 82,04,260, chapter
15, Laws of 1961, as last amended by section 10, chapter 149,
Laws of 1967 ex. sess., and RCW 82.04.260; amending section
82.04.270, chapter 15, Laws of 1961, as amended by section 11,
chapter 149, Laws of 1967 ex. sess., and RCW 82.04.270; amend-
ing section 82.04,.280, chapter 15, Laws of 1961, as last amend-
ed by section 13, chapter 149, Laws of 1967 ex. sess., and RCW
82.04,280; amenaing section 82.04.290, chapter 15, Laws of
1961, as last amendcd by section 1/t, chapter 149, Laws of 19G7
ex. sess,, and RCY 82,04.290; amendin;; section 82,08,000,
chapter 15, Laws of 1961, as last amended by section 19, chap-
ter 149, Laws of 1967 ex. sess., and RCW 82.08.020;Aamending
section 82,12,020, chapter 15, Laws of 1961, as last amended
by section 22, chapter 149, Laws of 1967 ex. sess., and RCW
82.12.,020; amending section 84,52,050, chapter 15, Laws of
1961, as last amended by section 3, chapter 133, Laws of 1967
ex. sess., and RCW 84.52,050; amending sections 1 and 3, chap-
ter 168, Laws of 1965 ex. sess. and sections 1 and 2, chapter
132, Laws of 1967 ex. sess., and RCW 84,36,125, 84,36.127, 84-
.36.128, 84.36.129; and prescribing effective dates[%EE:EEEEEzﬂ-v

ing an emergencyl.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

NEW SECTION, Section 1., There is added to chapter 15, Laws of
1961 and to Title 82 RCW a new chapter to read as set forth in sec-
tions 2 through 29 of this act.

NEW SECTION. Sec. 2. This chapter may be cited as the "Net
Income Tax Act."

NEW SECTION. Sec., 3. It is the intent of the legislature by
the adoption of this chapter: (1) To provide revenue, a portion of
vwhich will enable the state to increase the level of state support for
basic maintenance and operation of the common schools, thus permitting

a reduction in property taxes attributable to school district excess
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levies. (2) Insofar as practicable to make the provisions of the
Washington Net Income Tax Act relating to the measurement of ta:able
income identical to the provisions of the federal internal revenue
code relating to the measurement of taxable income in the case of cor
porations, trusts, and estates, and adjusted gross income in the case
of individuals; to achieve this result by the application of certain
provisions of the federal internal revenue code relating to the defi-
nition of gross income, adjusted gross income, and taxable income,and
to accounting methods, and by the application of other pertinent pro-
visions to the internal revenue code.

NEW SECTION. Sec, . UWhen used in this chapter, the terms
defined in the following subsections shall have the meanin; respec-
tively ascribed to them.

(1) The term "internal revenue code" means the Internal Reve-
nue Code of 1954 of the United States, as amended, and in effect on
the first day of January, 1969, or as amended after such date.

(2) The term "person" shall be construed to mean and include
an individual, a trust, estate, partnership, association, company or
corporation.

(3) The term "corporation” includes associations and joint
stock companies, but shall not include municipal corporations or small,
business corporations not subject to federal income tax pursuant to
sections 1371 through 1378 of the internal revenue code.

(4) The term "partnership” includes a syndicate, group, pool,
joint venture, or other unincorporated organization, through or by
means of which any business, financial operation, or venture is car-
ried on, and which is not, within the meaning of this chapter, a trust
or estate or a corporation; and the term "partner" includes a member
in such a syndicate, group, pool, Joint venture, or organization.

(5) The term "fiduciary"” means a guardian, trustee, executor,
administrator, receiver, conservator, or any person acting in any fi-
duciary capacity for any person.

(6) The term "individual" means a natural person.

[2460]



WASHINGTION LAWS, 1969 lst Ex. Sess. Ch. 262

(7) The term "taxpayer" means any person subject to a tax im-
posed by this chapter.

(8) The term "taxable year" with respect to any taxpayer means
the taxable year of such taxpayer as shown on his return required pur-
suant to the internal revenue code. The term "taxable year" includes,
in the case of a return required for a fractional part of a year under
the provisions of this chapter or regulations prescribed by the de-
partment the period for which such return is made.

(9) The term “federal income tax" means income tax paid or
accrued to tne United States by a taxpayer.

(10) The term "resident" shall mean any individual who has
resided in the state of Washington for more than one hundred eighty-
two days in any taxable year.

(11) The terms "paid or incurred" and "paid or accrued” shall
be defined as set forth in the internal revenue code and shall be
construed according to the method of accounting upon the basis of
which the taxable income is computed.

(12) The term "employer" means "employer" as defined in the
internal revenue code,

(13) The term "employee" means "employee" as defined in the
internal revenue code.

(14) The term "department" means the department of revenue of
the state of Washington.

NEW SECTION. Sec, 5. A tax hereby is imposed for each tax-
able year on the taxable income of every individual resident and upon
that part of the taxable income of every individual not a resident,
which 1s derived from sources within the state of Washington; and
such tax shall be computed at the rate of three and one-half percent.
An individual not a resident, at his option, may be taxed in the same
manner as & resident under this chapter.

NEW SECTION. Sec. 6. A joint return may be filed under the
same conditions under which a Jjoint return may be filed for purposes

of the federal income tax, as set forth in section 6013(a), section
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6013(d) and section 2(b) of the internal revenue code. Where a joint
return is made by husband and wife pursuant to the internal revenue
code, a Joint return shall be made pursuant to this chapter.

NEW SECTION. Sec. 7. The taxable income of an individual res-
ident in the state of Washington shall be the amount of federal ad-
justed gross income as defined in section 62 of the internal revenue
code with the following modifications:

(1) Subtract interest income on the obligations of the United
States, its possessions, and instrumentalities, if such income is ex-
cmpt from taxation under this chapter by reason of lederal law, and
nas not been previously cxcluded [rom gross income for federal tax
purposes;

(2) Add an amount equal to taxes based upon or measured by
net income imposed by any state of the United States but only to the
extent such amount is deducted or excluded by the taxpayer from gross
income for federal income tax purposes;

(3) Subtract one thousand dollars ($1,000), or, in the case
of a Joint return filed by husband and wife, subtract two thousand
dollars ($2,000);

(4) Subtract the amount of one thousand dollars ($1,000) mul-
tiplied by the number of exemptions allowed to the taxpayer under sec-
tion 151 (c¢), (d), and (e) of the internal revenue code;

(5) Subtract one thousand dollars ($1,000) for the spouse of
the taxpayer if an exemption is allowable to the taxpayer for his or
her spouse pursuant to section 151(b) of the internal revenue code;

(6) Subtract the amount of alimony paid by a taxpayer during
the taxable year and gllowed as a deduction for federal income tax
purposes under section 215 of the internal revenue code;

(7) Subtract the amount paid by a taxpayer or his spouse dur-
ing the taxable year for necessary employee employment expenses in-
cluding, but not limited to union or professional association dues,
fees to secure employment, work tools and required uniforms;

(8) Add the amount excluded from gross income for federal in-
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come tax purposes under section 103(a) (1) of the internal revenue

code;

(9) Suvtract the amount paid for medical care during thie tax-
able year by the taxpayer, his or her spouse, and dependents and al-
lowed as a deduction for federal income tax purposes under section 213

of the internal revenue code.

NEW SECTION. Sec. 8. An individual resident in the state ol
Washington shall be allowed a credit acainst the taxes imposed by this
chavter for net incomc taxes imposed by and paid or accrued to another
state or to a foreirn country or political subdivision thereol on in-
come taxed under this chapter, subject to the following conditions:

(1) The credit shall be allowed only for taxes imposed by
such other state or country on net income from sources within such
state or country and taxed under the laws thereof.

(2) The amount of such tax credit shall be the smaller of the
following two amounts:

(a) The amount of tax actually paid; or

{(b) The product of the Washington tax times a fraction, the
numerator of which is the taxpayer's taxable income actually taxed by
such other state or country, and the denominator of which is the tax-
payer's taxable income computed in accordance with section 7 of thnis
act,

NEW SECTION. Sec. 9. For purposes of section 5 of this act,
that part of the taxable income which is derived from sources within
the state of Washington, shall be the product of the taxpayer's tax-
able income computed in the same manner as provided for a resident in-
dividual under section 7 of this act times a fraction, the numerator
of which is the taxpayer's income from sources within the state as de-
fined in section 10 of this act, and the denominator of which is the

taxpayer's federal adjusted gross income.

NEW SECTION. Sec. 10. Income from sources within the state
for purposes of this chapter means:

(1) Compensation for labor and personal services performed in
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this state;

(2) That part of a taxpayer's income allocable and apportion-
able to this state under subsection (2) of section 19 of this act or
under Article IV of RCW 82.56.010 (Multistate Tax Compact).

NEW SECTION. Sec., 1ll. A tax hereby is imposed for each tax-
able year on the taxable income of every corporation doings business in
this state; such tax shall be three and one-half percent of such cor-
poration's taxable income.

NEW SECTION. Sec. 12. The taxable income of a corporation
which, during any taxable ycar, is doing business within the state of
Vashington, and is not taxable in another state within the meaning or
section 3 of Article IV of RCW 82.56.010 (Multistate Tax Compact),
shall be the amount of fedcral taxable income as defined in section
63(a) of the internal revenue code, with the same modifications pro-
vided for a resident individual in subsections (1), (2) and (8) of
section 7 of this act.

NEW SECTION. Sec. 13. (1) The taxable income of a corpora-
tion which during a taxable year 1s doing bﬁsiness within the state
of Washington and wnich is taxable in another state within the mean-
inz of section 3 of Article IV of RCW 82.56,010 (Multistate Tax Com-
pact), shall be that part of the corporation's total taxable income
apportioned and allocated to this state.

(2) For purposes of subsection (1) of this section, total
taxable income shall be computed in accordance with section 12 of
this act.

(3) For purposes of subsection (1) of this section, taxable
income shall be allocated and apportioned in accordance with subsec-
tion (2) of section 19 of this act or Article IV of RCW 82.56.010
(Multistate Tax Compact).

NEW SECTION. Sec. 14. (1) The tax imposed by this 1969 acti
on individuals shall apply to the taxable income of every resident
trust and resident estate. For purposes of this section, resident

trust means a trust of which the fiduciary is domiciled in the state
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of Washington, or a trust the administration of which is carried on
in the state of Washington; and resident estate means an estate of
which the fiduciary was appointed by a Washington court or the admin-
istration of which is carried on in the state of Washington., Every
resident trust and resident estate shall be entitled to a credit
against taxes imposed by this section in the same manner as provided
for resident individuals in section 8 of this act.

(2) The tax imposed by this 1969 act on individuals shall ap-
ply to the taxable income of every nonresident trust and estate doing
business in this state. For purposes of this subsection, taxable
income shall be that part of the total taxable income of such trust
or estate apportioned and allocated to this state. For purposes of
this subsection total taxable income shall be computed in accordance
with subsection (3) of this section, and taxable income shall be allo-
cated and apportioned in accordance with Article IV of RCW 82.56.010
(Multistate Tax Compact).

(3) For purposes of this section taxable income shall be fed-
eral taxable income computed in accordance with the applicable pro-
visions of subchapter J of the internal revenue code with the same
modifications provided for a resident individual in subsections (1),
(2) and (8) of section 7 of this act.

NEW SECTION. Sec. 15. A partnership as such shall not be sub-
Jject to the income tax imposed by this chapter. Persons carrying on
business as partners shall be liable for income tax only in their
separate or individual capacities. The taxable income attributable
to a taxpayer's interest in a partnership shall be computed in accor-
dance with the provisions of subchapter K of chapter 1 of the interml
revenue code.

NEW SECTION. Sec., 16. (1) The amount of any sales tax or
use tax which qualifies under RCW 82.04.435 for credit against busi-
ness and occupation taxes, shall be allowable as & credit against
taxes imposed by this chapter, but only to the extent such amount has

not been taken as a credit under RCW 82.04.435: PROVIDED, HOWEVER,

[2465]



Ch, 262 WASHINGTON LAWS, 1969 lst Ex. Sess.

That the amount of the credit allowable under this subsection may not
exceed for any taxable year one hundred percent of the credit allow-
able under RCW 82.04.435 for such taxable year.

(2) Every individual who has been a resident during a taxable
year shall be entitled for such taxable year to a credit against
taxes imposed by this chapter for taxes imposed under chapter 82.08
RCW on sales of food products for home consumption. Such credit shall
be claimed on the return required to be filed under this chapter and
shall be credited against the net income tax otherwise due. This cred-
it shall be in the amount of fifteen dollars for each individual for
each taxable year., If the tax liability of any individual shown by
the return is less than the total amount of the credit which he is
entitled to claim pursuant to this section, such individual shall be
entitled to a refund in the amount of the excess of the credit over
the net income tax otherwise due. If any individual entitled to claim
a credit pursuant to this section is not otherwise required by this
chapter to file a return, a refund may be obtained in the amount of
such credit by filing a return, completed insofar as may be applicatle,
and c¢laiming such refund. No credit or refund shall be allcased pur-
suant to this section unless such credit or refund is claimed on a
return filed for the taxable year in which such retail sales taxes
were paid subject to the three year limitation prescribed in section
6511 of the internal revenue code.

(3) During the last six months of each even numbered year,
the department of revenue shall conduct a study to determine the ade-~
quacy of the amount of the credit provided for in subsection (2) of
this séction to reflect the average per capita amount of sales tax
paid by Washington residents on food items for home consumption. Sud
studies shall be baseq upon the consumer price index for flood d' the
United StatesBureau of Labor Statistics, and upon such other statis-
tical studies as the department deems appropriate. If the study shows
the amount of the credit to be inadequate for this purpose, the de-

partment shall increase the amount of the credit to an amount it de-
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termines to be adequate: PROVIDED, HOWEVER, That no single increase
may be less than one dollar nor more than two dollars. The increase
shall be adopted by means of rule making proceedings pursuant to
chapter 34.04 RCW, and shall be effective for taxable years beginning
on and after January lst of the year succeeding the year in which the
rule was adopted.

(4) An amount constituting ten percent of property taxes paid
on business inventories, as defined in section 40 of this 1969 act,
held primarily for sale by a person exempt from business and occupa-
tion tax pursuant to RCW 82.04.330, and with respect to the sale of
which RCW 82.04.330 is applicable, shall be allowed as a credit against
taxes imposed by this chapter for the same taxable year in which said

property taxes were paid.

(5) Commencing January 1 of the second year following imposi-
tion of a tax pursuant to sections 5 and 11 of this act, an amount
constituting a percentage of property taxes paid on business invento-
ries as defined in section 40 of this act shall be allowable as a
credit against taxes imposed by this chapter for the same taxable yean
in which said property taxes were paid. The percentage of property
taxes allowable as a credit shall be as follows, for each taxable

year to which this subsection is applicable:

1st taxable year 10 percent
2nd taxable year 20 percent
3rd taxable year 30 percent
4th taxable year 40 percent
5th taxable year 50 percent
6th taxable year 60 percent
Tth taxable year 70 percent
8th taxable year 80 percent
Oth taxable year 90 percent
10th taxable year 100 percent

For purposes of this subsection, the term "taxable year" shall not

include a period of less than three hundred sixty-five days: PROVID-
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ED, That during the period this proviso is in effect it shall be in
lieu of all other provisions allowing credit against net income taxes

for property taxes paid on business inventories,

NEW SECTION, Sec. 17. Any person subject to the tax imposed
under chapter 82.16 RCW shall pay the tax imposed by this chapter only
upon taxable income allocable to activities upon which no tax is im-
posed under the provisions of chapter 82.16 RCW. Such allocation
shall be made in accordance with rules promulgated by the department.

NEW SECTION., Sec. 18, (1) An orgenization described in sec-
tion 501 of the internal revenue code shall be specifically exempt
from taxation under this chapter, unless such exemption is denied
under sections 502, 503 or 504 of the internal revenue code.

(2) Except as hereinafter provided the tax imposed by this
chapter shall not épply to insurers, other than title insurers, hold-
ing valid certificates of authority issued by the insurance commis-
sioner of this state: PROVIDED, That the provisions of this subsec-
tion shall not exempt any person engaging in the business of repre-
senting any insurer, whether as general or local agent, or acting as

broker for one or more insurers: AND PROVIDED, That the provisions

of this subsection shall not exempt from the tax imposed by this chap-
ter the taxable income of an insurer derived from investments which
do not constitute eligible investments for such insurers under chap-
ter 48,13 RCW.

(3) This chapter shall not apply to a regulated investment
company as defined in section 851 of the internal revenue code, except
to the extent that such company has taxable income for federal tax
purposes pursuant to section 852 of the internal revenue code,

NEY SECTION. Sec. 19. (1) Any taxpayer, other than a resident
individual, trust or estate, having income from busincss activity
which is taxable both within and without this state, other than acti-
vity as a financial organization or public utility or the rendering
of purely personal services by an individual, shall allocate and ap-

portion his net income as provided in Article IV of RCW 82.56.010
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(Multistate Tax Compact).

(2) Any taxpayer having income from business activity as a
financial organization or as a public utility, which activity is not
taxable under the provisions of chapter 82.16 RCW, shall allocate and
apportion his net income in accordance with regulations to be promul-
gated by the department, which regulations shall be, insofar as prac-
ticable, in conformity with the provisions of sections 1 through 17
of Article IV of RCW 82.56.010 (Multistate Tax Compact).

NEW SECTION., Sec. 20. Every employer making a payment of
wages or salaries earned in this state shall deduct and withhold a
tax in the amount of either (a) three and one-half percent of such
wages or salaries or (b) such amount as shall be prescribed in tables
promulgated by the department, which tables shall in no event provide
for a deduction greater than that provided in (a) above, and which
shall be computed by the department in such a manner as to result as
closely as possible in annual withholding of the taxpayer's annual tax
liability. Every employer making a deduction and withholding as out-
lined above, shall furnish to the employee a record of the amount of
tax withheld from such employee on forms to be prescribed upon re-
quest and furnished by the department. Remittance of taxes withheld
shall be made in the identical manner prescribed by regulations of
the internal revenue code, and must be accompanied by returns on forms
prescribed by the department. For purposes of this section, "wages or
salaries" shall mean "wages" as defined in section 3401 of the imtemal
revenue code.

NEW SECTION, Sec. 21. Every employer making payments of wages
or salaries earned in this state, regardless of the place where such
payment is made, shall be liable for the payment of the tax required
to be deducted and withheld under section 20 and shall not be liable
to any individual for the amount of any such payment.

NEW SECTION., Sec. 22. If the employer is the United States
or this state or any political subdivision thercof, or an agency or

instrumentality of any one or more of the forcgoing, the return of
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the amount deducted and withheld upon any wages or salaries may be
made by any officer of said employer having control of the payment of
such wages or salaries or appropriately designated for that purpose.
NEW SECTION, Sec. 23. The amount so deducted and withhgld as
tax under sections 20 through 22 of this act during any taxable ycar
shall be allowed as a credit‘against the tax imposed for such taxable
year by section 5 of this act. If the tax liability of any individ-
ual shown by the return is less than the total amount of the credit
which he is entitled to claim pursuant to this section, such individ-
ual shall be enti;led to a refund in the amount of the excess of the
credit over the net income tax otheririse due. If any individual en-

titled to claim a credit pursuant to this section is not otherwise

required by this chapter to file a return, a refund may be obtained
in the amount of such credit by filing a return, -completed insofar
as may be applicable, and cl;iming such refund. No credit or refund
shall be allowed pursuant to this section unless such credit or re-
fund is claimed on a return filed for the taxable year for which such
amount was so deducted and withheld.

NEW SECTION. Sec. 24. Every person required to make a recturn
under the provisions of section 6012 of the internal revenue code

shall at the same time render to the department a return setting fert

the following:

(1) The amount of tax due, if any, or overpayment of tax, if

any, as reported on returns made to the director of internal revonue:
(2) The amount of tax due under this chapter, if any, less
credits claimed against tax:
(3) sSuch other information for the purpose of cérrying out
the provisions éf this chapter as may be prescribed by the department.
The return shall contain a written declaration that it is made
under the penalty of pcrjﬁry, and the department may prescribe forms

accordingly, and such statcment £hall entail the penalties of per-

jury.
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NEW SECTION. Sec. 25. Any taxpayer, upon request by the de-
partment must furnish to the department a true and correct copy of
any federal tax return which he has filed.

NEW SECTION. Sec. 26. The time and manner of the payment of
the tax imposed by this chapter shall be in accordance with the pro-
visions of the internal revenue code including sections 6153 and 6154
thereof (installment payments of estimated income tax) and the regula-
tions promulgated thereunder providing for the time and manner of the
payment of .the federal income tax: PROVIDED, That the department by
regulation may make such modifications and exceptions to such provisions
as it deems necessary to facilitate the prompt and efficient collec-
tion of the tax.

NEW SECTION. Sec. 27. (1) The department is authorized to
credit or refund all overpayments of taxes, all taxes erroneously or
illegally assessed or collected, all penalties collected without au-
thority, and all taxes that are found unjustly assessed or excessive
in amount, or in any manner wrongfully collected. The department shall
by means of rules and regulations specify the manner in which claims
for credits or refunds shall be made, prescribe limitations and give
notice of allowance or disallowance. These rules and regulationé
shall be based upon the provisions of sections6401, 6402, 6403, and
6511 of the internal revenue code insofar as such provisions are con-
sistent with other provisions of this chapter and with chapter 82.32
RCW as now or hereafter amended.

(2) The department shall utilize the administrative provi-
sions prescribed in chaptef 82.32 RCW as now or hercafter amended for
the enforcement of and the collection of taxes under this chapter:
and all remedies, procedures, and penalties prescribed therein shall
have full force and binding effect upon all taxpayers and upon the
department as though set forth at length in this act: PROVIDED, That
no person falling exclusively within the class of employee shall bhe

required to register with the department pursuant to RCW 82.32.030.

NEW _SECTION. Sec. 28. The same period of limitation upon the
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assessment and collection of taxes imposed under this chapter and the
same exceptions thereto shall apply as are provided under sections
6501 (a), 6501{c}, and 6502(a) of the internal revenue code.

NEW SECTION. Sec. 29. The department shall have the power to
make and publish rules and requlations for the administration ané en-
forcement of this chapter, not inconsistent with the previsions of
this chapter.

Sec. 30. Section 1, chapter 7, Laws of 1963, as last amended
by section 4, chapter 149, Laws of 1967 ex. sese., and RCW 82.04.050
are each amended to read as follows:

“Sale at retail” or "retail sale" means every sale of tangible
personal property (including articles produced, fabricated, or im-
printed) to all persons irrespective of the ﬁature of their business
and including, among others, without limieing the scope hereof, per-
sons who install, repair, clean, alter, improve, construct, or deco-
rate real or personal propertv of or for consumers other than a saie
tto a person who (a) pgrchases for the purpose of resale as tangible
personal property in the reqular course of business without interven-
ing use by such person, or (b) installs, repaire, cleane, alters, im-
prints, improves, constructs, or decorates real or personal property
of or for consumers, if such tangible personal property becomes an
ingredient or component of such real or personal property without
intervening use by such person, or (c) purchases for the purpose of
consuming the property purchased in producing for sale a new article
of tangible personal property or substance, of which such property
bccomes an ingredient or comporent or is a chemical used in process-
ing, when the primary purpose of such chemical is to create a chem-
ical reaction directly through contact with an ingredient of a necw
article being produced fer sale. The term shall include every salc
of tangible perscnal property which is used or consumed or to bhe usec
or consumed in the performance of any activity classified as a "sale
av retail” cor "retail sale" sven though such property is resold or

utilized as provided in (a}, (bi, or (c) above following such use.
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The term also means every sale of tangible personal propertv to per-
sons enqaged_in any business which is taxable under RCY 82.04.280,
subsection (2}, and 82.04.290.

The term "sale at retail” or "retail sale” shall include the
sale of or charge made for tangible personal property consumed and/cr
for labor and services rendered in respect to the following: (a) The
installing, repairing, cleaning, altering, imprinting, or improving
of tangiblé personal property of or for consumers, including charges
made: for the mere use of facilities in respect thereto, but excludine
charges made for the use of coin operated laundry facilities when
such facilities are situated in an apartment house, hotel, motel,
rooming house, trailer camp or tourist camp for the exclusive use of
the tenants thereof, and excluding services rendered in respect to
live animals, birds and insects: (b) the constructing, repairina,
decorating, or improving cf new or existing buildings or other struc-
tures under. upcn, or above real property of or for consumers, in-
cluding the installing or attaching of any article of tangible per-
sonal property therein or thereto, whether or not such personal pron-
erty becomes a part of the realty by virtue of installation, and
shall also include the sale of services or charges made for the clear
1ng of land and the moving of earth excenting the mere levelinag of
land used in commercial farming or agriculture; (c) the sale of or
charge made for labor and services rendered in respect to the clean-
1nq; fumigating, razing or moving of existing huilfdings ~r structures,
but shall not include the .charge made for janitorral services: (d)the
sale of or charge made for labor and scrvices rendered in respect to
automobile towing and similar automotive transportation scrvices, but
not in respect to those required to report and pay taxecs under chap-
ter 82.16; (e) the sale of and charge made for the furnishing of lodi-
ing and all other services by a hotel, rooming house, tourist court,
mote!l, trailer camp, and the granting of any similar licensc to use
roal property, as distinguished from the renting or leasing of rcal

property, and it shall be presumed that the occupancy of rcal property
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for a continuous period of one month or more constitutes a rental or
lease of real property and not a mere license to use or enjoy the
same: (f) the sale of or charge made for tangible personal property,
labor and services to persons taxable under (a), (b), (c¢), (d), and
(e) above when such sales or charges are for proverty, labor and
services which are used or consumed in whole or in part by suct per-
sons in the performance of any activity defined as a "sale at retail" or “re-
tail sale" even though such property, labor and services may be resold after
such use or consumption. Nothing contained in this paragraph shall be con-
strued tomodify the first paragraph of this section and nothing contained
in the first paragraph of this section shall becastrued tomodify this paracreph.

The term "sale at retail” or "retail sale" shall include the sale of
or charge made for personalbusiness or professional services, including a-
mounts designated as interest,rents, fees, admission, and other service emol-
uments however designated, received by persons engaging in the following
business activities: (a) amusement and recreation businesses including but
not limited togolf,pool,billiards,skating,bowling,ski lifts and tows and
others; (b) abstract,title insurance and escrow businesses; {(c)credit bu-
reau businesses; (d) automobile parking and storage garage businesses.

Ther term shall also include the renting or leasing of tarngi-
ble personal property to consumers.

The term shall not include the sale of or charge made for la-
bor and services rendered in respect to the building, repairing, or
improving of any publicly owned street, place, road, highway, bridge,
or trestle which is used or to be used primarily for foot or vehicular
traffic, nor shall it include sales of feed, seed, fertilizer, and
spray materials to persons for the purpose of producing for sale any
agricultural product whatsoever, including milk, eggs, wool, fur,mcat,
honey, or other substances obtained from animals, birds, or insects
but only when such production and subsequernt sale are exempt from tax
under RCW 82.04.330, nor shall it include sales of chemical sprays or
washes to persons. for the purpose of post-harvest treatment of fruit

for the prevention of scald, fungus, meold, or decay.
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Upon and after the effective date of the provisions of this

amendatory act which impose a tax upon net income, the term shal) not

include the sale of drugs or medicines either required by law to be

dispensed or actually dispensed in accordance with the pre-

Ecription of a 1licensed practitioner of one of the healing

arts authorized by law tqurésqribe such drugs.-or medicines.

Sec.. 31. Section 82.08.020, chapter 15. Laws of 1961, as last
amended by section 19, chapter 149. Laws of 1967 ex. sess., and RCW
82.08.020 are each amended to read as follows:

There is levied and there shall be ceollected a tax on each re-
tail sale in this state equal to four and one-half percent of the

selling price: PROVIDED; That upon and after the effective date of

the provisions of this amendatory act which impose a tax umon net in-

come, the tax imposed by this section shall be eguval to three and one-

half percent of the selling pricc. The tax imposed under this char-

ter shall apply to successive retail sales of the same prorerty and
to the retail sale of intoxicating liguer bv the Washingteon state
liquor stores.

Sec. 32. Section 82.12.020, chapter 15, .Laws of 196), as Jlast
amended by section 22, chapter 145, Lawes of 1967 e». sess., and RCI
82.12.020 are each amended to read as follows:

There is hereby levied and there shall be collected from every
person in this state a tax or excise for the privilege of using with-
in this state as a consumer any article of tangible personal property
purchased at retail, or acquired by lease, gift, repossession, or
bailment, or extracted or produced or manufactured by the person so
using the same. This tax will not applv with respect to the use of
any article of tangible personal oroperty purchased, cxtracted, pro-
duced or manufactured outside this state until the transportation of
such article has finally ended or until such article has become com-
mingled with the general mass of property in this state. This taw
shall apply to the use of every article cof tangible personal property,

including pronerty asquired st a casual oy isolated saie, and includ--
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ing byproducts used by the manufacturer thereof, except as hereinafter
provided, irrespective of whether the article or similar articles are
manufactured or are available for purchase within this state. Excent
as provided in subdivision (2) of RCW 82.12.030, payment by one pur-
chaser or user of tangible personal property of the tax imposed by
chapter 82.08 or 82.12 shall not have the effect of exempting any
other purchaser or user of the same property from the taxes imposed
by such chapters. The tax shall be levied and collected in an amount

equal to the value of the article used by the taxpayer multiplied by

the rate of four and one~half percent: PROVIDED, That upon and after

the effective date of the provisions of this amendatory act which im-

pose a tax upon net income, the tax imposed by this section shall be

levied and collected in an amount equal to the value of the article

used by the taxpaver multiplied by the rate of three and one-half

percent.
Sec. 33. Section 82.04.230, chapter 15, Laws of 1961, as a-

mended by section 7, chapter 149, Laws of 1967 ex. sess., and RCW 82-
.04.230 are each amended to read as follows:

Upon every person engaging within this state in business as
an extractor; as to such persons the amount of the tax with respect
to such business shall be equal to the value of the products, includ-
ing byproducts, extracted for sale or for commercial or industrial
use, multiplied by the rate of forty-four one-hundredths of one per-

cent: PROVIDED, That upon and after the effective date of the pro-

visions of this amendatory act which impose a tax.upon net incomgc,

the amount of tax with respect to such business shall be equal to the

value of the products, including byproducts, extracted for sale or for

commercial or industrial use multiplied by the rate of twenty-two one-

hundredths of one percent;

The measure of the tax is the value of the products, including
byproducts, so extracted, regardless of the place of sale or the fact
that deliveries may be made to points outside the state.

Sec. 34. Section 82.04.240, chapter 15, Laws of 1961, as last
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amended by section 8, chapter 149, Laws of 1967 ex. sess., and RCW
82.04.240 are each amended to read as follows:

Upon every person except persons taxable under subsections (2),
(3), (&), (5), (6), or (8) of RCW 82.04.260 engaging within this state
in business as a manufacturer; as to such persons the amount of the
tax with respect to such business shall be equal to the value of the
products, including byproducts, manufactured, multiplied by the rate
of forty-four one-hundredths of one percent: PROVIDED, That upon and

after the effective date of the provisions of this amendatory act which

impose a tax upon net income, the amount of tax with respect to such

business shall be equal to the value of the products, including by-

products, manufactured, multiplied by the rate of twenty-two one-hun-

dredths of one percent.

The measure of the tax is the value of the products, including
byproducts, so manufactured regardless of the place of sale or the
fact that deliveries may be made to points outside the state.

Sec. 35. Section 82.04.250, chapter 15, Laws of 1961, as a-
mended by section 9, chapter 149, Laws of 1967 ex. sess., and RCW 82-
.04.,250 are each amended to read as follows:

Upon every person engaging within this state in the business
of making sales at retail, as to such persons, the amount of tax with
respect to such business shall be equal to the gross proceeds of sales
of the business, multiplied by the rate of forty-four one-hundredths

of one percent: PROVIDED, That upon and after the cffective date of

the provisions of this amendatory act which impose a tax upon net

income, the amount of tax with respect to such business shall be equal

to the gross proceeds of sales of the business, multiplied by the rate

of twenty-two one-hundredths of one percent.

Sec. 36. Section 82.04.260, chapter 15, Laws of 1961, as last
amended by section 10, chapter 149, ILaws of 1967 ex. sess., and RCW
82.04.260 are each amended to read as follows:

(1) Upon every person engeging within this state in the busi-

ness of buying wheat, oats, dry peas, corn, rve and barley, but not
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including any manufactured or processed products thereof, and selling
the same at wholesale; the tax imposed shall be equal to the gross
proceeds derived from such sales multiplied by the rate of one one-

hundredth of one percent: PROVIDED, That upon and after the effective

date of the provisions of this amendatory act which impose a tax upon

net income, the tax imposed shall be equal to the gross proceeds de-

rived from sales multiplied by the rate of one two-hundredths of one

percent.
(2) Upon every person engaging within this state in the busi-

ness of manufacturing wheat into flour; as to such persons the amount
of tax with respect to such business shall be equal to the value of
the flour manufactured, multiplied by the rate of one-eighth of one

percent: PROVIDED, That upon and after the effective date of the pro-

visions of this amendatory act which impose a tax upon net income, the

amount of tax with respect to such business shall be equal to the val-

ue of the flour manufactured, multiplied by the rate of one-sixteenth

of one percent.

(3) Upon every person engaging within this state in the busi-
ness of splitting or processing dried peas; as to such persons the
amount of tax with respect to such business shall be equal to the val-
ue of the peas split or processed, multiplied by the rate of one-

quarter of one percent: PROVIDED, That upon and after the effective

date of the provisions of this amendatory act which impose a tax upon

net income, the amount of tax with respect to such business shall be

equal to the value of the peas split or pfocessed. multiplied by the

rate of one-eighth of one percent.

(4) Upon every person engaging within this state in the busi-
ness of manufacturing seafood products which remain in a raw, raw
frozen, or raw salted state at the qompletion of the manufacturing by
that person; as to such persons the amount of tax with respect to such
business shall be equal to the value of the products manufactured,

multiplied by the rate of one-eighth of one percent: PROVIDED, That

upon and after the effective date of the provisions of this amendatory
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act which impose a tax upon net income, the amount of tax with respect

to such business shall be equal to the value of the products manufac-

tured, multiplied by the rate of one-sixteenth of one percent.

(5) Upon every person engaging within this state in the busi-
ness of manufacturing by canning, preserving, freezing or dehydrating
fresh fruits and vegetables; as to such persons the amount of taxwith
respect to such business shall be equal to the value of the products
canned, preserved, frozen or dehydrated multiplied by the rate of

three-tenths of one percent: PROVIDED, That upon and after the ef-

fective date of the provisions of this amendatory act which impose a

tax upon net income, the amount of tax with respect to such business

shall be equal to the value of the products canned, preserved, frozen

or dehydrated multiplied by the rate of three-twentieths of one per-

cent.

(6) Upon every person engaging within this state in the busi-
ness of manufacturing aluminum pig, ingot, billet, plate, sheet (flat
or coiled), rod, bar, wire, cable or extruéions; as to such persons
the amount of the tax with respect to such business shall be equal to
the value of the products manufactured multiplied by the rate of

four-tenths of one percent: PROVIDED, That upon and after the effec-

tive date of the provisions of this amendatory act which impose a

tax upon net income, the amount of tax with respect to such business

shall be equal to the value of the products manufactured multiplied

by the rate of twenty-two one-hundredths of onec percent.

(r) Upon every nonprofit corporation and nonprofit association
engaging within this state in research and development, as to such
corporations and associations, the amount of tax with respect to such
activities shall be equal to the gross income derived from such activ-
ities multiplied by the rate of forty-four one-hundredths of one per-

cent: PROVIDED, That upon and after the effective date of the provi-

sions of this amendatory act which impose a tax upon net income, the

amount of tax with respect to such activities shall be equal to the

gross income derived from such activities multiplied by the rate of
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twenty-two one-hundredths of one percent.

(8)- Upon every person engaging within this state in the busi-
ness of slaughtering, breaking and/or processing perishable meat prod-
ucts and/or selling the same at wholesale; as to such persons the tax
imposed shall be equal to the gross proceeds derived from such sales
multiplied by the rate of thirty-three one~hundredths of one percent:

?ROVIDED, That upon and after the effective date of the provisions of

this amendatory act which impose a tax upon net income, as to such

persons the tax imposed shall be equal to the gross proceeds derived

from such sales multiplied by the rate of thirty-three two-hundredths

of one percent.

Sec. 37. Section 82.04.270, chapter 15, Laws of 1961, as a-
mended by section 11, chapter 149, Laws of 1967 ex. sess., and RCW
82,04.270 are each amended to read as follows:

(1) Upon every person except persons taxable under subsection
(1) of RCW 82,04.260 engaging within this state in the business of

making sales at wholesale; as to such persons the amount of tax with

respect to such business shall be equal to the gross proceeds of
sales of such business multiplied by the rate of forty-four one-hun-

dredths of one percent: PROVIDED, That upon and after the effective

date of the provisions of this amendatory act which impose a tax up-

on net income, the amount of tax with respect to such business shall

be equal to the pross proceeds of sales of such business multiplied

by the rate of twenty-two one-hundredths of one percent.

{(2) The tax imposed by this section is levied and shall be
collected from every person engaged in the business of distributing
in this state articles of tangible personal property, owned by them
from their own warehouse or other central location in this state to
two or more of their own retail stores or outlets, where no change of
title or ownership occurs, the intent hereof being to impose a tax
equal to the wholesaler's tax upon persons performing functions es-
sentially comparable to those of a wholesaler, but not actually mak-

ing sales: PROVIDED, That the tax designated in this sectipn may not
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be assessed twice to the same person for the same article. The amount
of the tax .as to such persons shall be computed by multiplying forty-
four one-hundredths of one percent of the value of the article so

distributed as of the time of such distribution: PROVIDED, That upon

and after the effective date of the provisions of this amendatory act

which impose a tax upon net income, the amount of tax as to such per-

sons shall be computed by multiplying twenty-two one-hundredths of one

percent of the value of the article so distributed as of the time of

such distribution: PROVIDED, That persons engaged in the activities

described in this subsection shall not be liable for the tax imposed
if by proper invoice it can be shown that they have purchased such
property from a wholesaler who has paid a business and occupation tax
to the state upon the same articles. This proviso shall not apply to
purchases from manufacturers as defined in RCW 82.04.110. The depart-
ment of revenue shall prescribe uniform and equitable rules for the
purpose of ascertaining such value, which value shall corre§pond as
nearly as possible to the gross proceeds from sales at wholesale in
.this state of similar articles of like quality and character, and in
similar quantities by other taxpayers: ©PROVIDED FURTHER, That de-
livery trucks or vans will not under the purposes of this section
be considered to be retail stores or outlets.

Sec. 38. Section 82.04.280, chapter 15, Laws of 1961, as last
amended by section 13, chapter 149, Laws of 1967 ex. sess., and RCW
82.04.280 are each amended to read as follows:

Upon every person engaging within this state In the business
of: (1) Printing, and of publishing newspapers, periodicals or
magazines; (2) building, repairing or improving any publicly owned
street, place, road, highway, bridge, or trestle which is used or to
be used, primarily for foot or vehicular traffic including any read-
justment, reconstruction or relocation of the facilities of any pub-
lic, private or cooperatively owned utility or railroad in the course
of such building, repairing or improving, the cost of which readjust-

ment, reconstruction, or relocation, is the responsibility of the
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public authority whose street, place, road, highway, bridge or tres-
tle is being built, repaired or improved; (3) extracting for hire or
processing for hire; (4) operating a cold storage warehouse, but not
includiné the rental of cold storage lockers; (5) representing and
performing services for fire or casualty insurance companies as an
independent resident managing general agent licensed under the provi-
sions of RCW 48,05.310; (6) radio and television broadcasting, ex-
cluding network, national and regional advertising computed as a
standérd deduction based on the national average thereof as annually
reported by the Federal Communications Commission, or in lieu thereof
by itemization by the individual broadcasting station, and excluding
that portion of revenue represented by the out-of-state audience com-
puted as a ratio to the station's total audience as measured by the
100 micro-volt signal strength and delivery by wire, if any; as to
such persons, the amount of tax on such business shall be equal to
the gross income of the business multiplied by the ru'e of forty-four

one-~-hundredths of one percent: PROVIDED, That upon and after the

effective date of the provisions of this amendatory act .nich impose

a tax upon net income, the amount of tax on such business shall be

equal to the gross income of the business multiplied by the rauvc of

twenty-two one-hundredths of one percent.

Sec. 39. Section 82.04.290, chapter 15, Laws of 1961, as last
amended by section 14, chapter 149, Laws of 1967 ex. sess., and RCW
82.04.290 are each amended to read as follows:

Upon every person engaging within this state in  any business
activity other than or in addition to those enumerated in RCW 82.04-
.230, 82.04,.240, 82,04,250, 82.04,260, 82.04,270, 82.04,275 and 82,04
.280; as to such persons the amount of tax on account of such activi-
ties shall be equal to the gross income of the business multiplied by

the rate of one percent: PROVIDED, That upon and after the effective

date of the provisions of this amendatory act which impose a tax upon

net income, the amount of tax on account of such activities shall be

equal to the gross income of the business multiplied by the rate of
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tventy-two one-hundredths of one percent, This section includes,

among others, and without limiting the scope hereof (whether or not
title to materials used in the performance of such business passes to
another by accession, confusion or other than by outright sale), per-
sons engaged in the business of rendering any type of service which
does not constitute a "sale at retail" or a "sale at wholesale." The
value of advertising, demonstration, and promotional supplies and
materials furnished to an agent by his principal or supplier to be
used for informational, educational and promotional purposes shall
not be considered a part of the agent!s remuneration or commission
and shall not be subject to taxation under this section.

NEM SECTION. Sec. 40, There is added to chapter 15, Laws of
1961 and to chapter 82.04 RCW a new section to read as follows:

An amount constituting ten percent of property taxes paid on
business inventories shall be allowed as a credit against taxes im-

posed by this chapter for the same taxable year in which said property

taxes were paigjuntil January 1 of the secénd year following imposi-~

=

-V

s

tion of a tax pursuant to sections 5 and 11 of this act{. For pur-

poses of this section, 'business inventories" shall mean personal
property held primarily for sale in the ordinary coursc of a trade or
business, or for consumption in the production of property so held or
to be held, including livestock, furbearing animals, fisch, fowl and
bees; crops and apricultural products; stock in trade; merchandisc,
products, supplies and containers; raw materials, finlched or partly
finished, goods, unassembled parts and work in process. 4"Bus;nesu
inventories" shall not include machinery, machines, equipment, tools
or furniture except when such property is held primarily for sale in
the ordinary course of a trade or business.

NEW SECTION. Sec. 41, The reduction in rates of tax provided
in sections 33 through 39 to take effect upon and after the effective
date of the provisions of this amendatory act which impose a tax upon
net income shall not apply to an organization exempt from net income

taxation by reason of section 18 (1) of this act, an organization
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within the scope of section 1381 of the internal revenue code, or a
municipal corporation or political subdivision of the state.

NEW SECTION. Sec. 42. There is added to chapter 15, Laws of
1961, and to Title 82 RCW a new chapter, to read as set forth in sec-
tions 43 through 59 of this act.

NEW SECTION., Sec. 43. The purpose of this chapter is to pro-
vide property tax relief, through a system of income tax credits and
direct payments, to certalin persons who own or rent their homestead.

" NEW SECTION, Sec. b4, As used in this chapter:

(1) "Income" means income from all sources vwhatsoever,

(2) "Household" means a claimant and his or her spouse.,

(3) ‘"Household income" means all income received by a claim-
ant, his or her spouse, and all other persons of a household in a
‘calendar year while members of the household.

(4) fHomestead" means the dwelling, whether owned or
rented, and so much of the 1land surrounding it, not ex-
ceeding one acre, as 1is reasonably necessary for use of
the dwelling as a home, and may' consist of a part of
a multi-dwelling or mulfi—purpose building and a part of
the land upon which it is built. It does not include
personal property such as furniture, furnishings or appli-
ances, but a mobile home may be a homestead, if it is
subject to pfoperty taxation.

(5). "Owned" includes possession under a contract of
sale, deed of trust, 1life estate, joint tenancy, or ten-
ancy in common.

(6) "Claimant" means a person who has filed a claim
under this chapter, who was sixty-two years of age or
over on or before January 1 of the preceding calendar
year, and who was a resident during such preceding calen-
dar year within the meaning of section 4, subsection (10),
of this act.

When two individuals of a household are able to
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meet the qualifications for a claimant, they may determine
between them as to who the claimant shall be. If they
are unable to agree, the matter shall be referred to the
department and its decision shall be final. If a Thome-
stead 1is occupied by two or more individuals, and more
than one individual 1is able to qualify as a claimant,

and some or all the qualified 1individuals are not related,
the individuals may determine among them as to who the
claimant shall be. If they are unable to agree, the mat-
ter shall be referred to the department, and 1its decision
shall be final.

(7) fRent constituting property taxes accrued" means
twenty percent of the gross rent actually paid in cash
or its equivalent 1in the preceding calendar year by a
claimant and his household solely for the right of occu-
pancy of theif homestead 1in this state.

(8) "Gross rent" means rental paid solely for the
right of occupancy (at arms-length) of ‘a homestead, exclu-
sive of charges for any utiiities, services, furniture,
furnishings or personal property  appliances furnished by
the landlord as a part of the rental agreement, whether
or not expressly set out in the. rental agreement. If the
landlord and tenant have not dealt _with each other at arms-length,
and the department is satisfied that the gross rental charges were
excessive, it may adjust the gross rent to a reasonable amount for
purposes of this chapter. .

(9) "Property taxes accrued" means property taxes (exclusive
of special assessments, delinquent interest, and special service
charges) levied on a homestead in this state in the preceding calen-

'dar year. If a homestead is owned by two or more persons or enti-
ties as joint tenants or tenants in common, and one or more persons

or entities are not a member of claimant's household, "“property
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taxes actrued" is that part of property taxes levied on the home-
stead which reflects the ownership percentage of the claimant and
his household. If a homestead is an integral part of a larger unit
such as a farm, or a multi-purpose or.multi—dwelling building, prop-~
erty taxes accrued shall be that percentage of the total property
taxes accrued as the value of the homesiead is of the total value.
For purposes of this paragraph "unit" refers to the parcel of property
covered by a single tax statement of whicﬁ thé tomestead is a part.

(10) “Preceding calendar year" shall mean the calendar year
preceding the year in which the claim for credit or rebate is made.

(11) "Department" means the'ﬁtate department of, revenue,

NEW SECTION. Sec.45. The right to file claim under this
chapter shall be pérsénal to the claimant and shall not survive his
death, but such right may be exercised on behalf of a claimant by
his legal guardian or attorney-in-fact. If a claimant dies after
having filed a timely claim, the amount thereof shall be disbursed to
another member of the household as determined by the department. If
the claimant was the only member of his household, the clalm may be
paid to his executor or administrator.

NEW SECTION, Sec. 46. Subject to the limitations provided in
this chapter, a claimant may claim in any year as a credit against
Vashington income taxes otherwise due on his income, property taxes
accrued, or rent constituting property taxes accrued, or both in the
preceding calendar year. If the allowable amount of such claim ex-
ceeds the income taxes otherwise due on claimant's income, or if
there are no Washington income taxes due on claimant's income, the
amount of the claim not used as an offset against income taxes, after
approval by the department, shall be paid to claimant. No interest
shall be allowed on any payment made to a claimant pursuant to this
chapter, The budget director shall prescribe such rules of procedure
es may be necessary to assure that such payments are made in an ac-

curaté and systematic manner.
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NEW SECTION; Sec. 47. No credit or refund shall be allowed
pursuant to section 46 of this 1969 amendatory act unless such credit
is claimed on a return filed for the taxable year in which the prop-
erty taxes accrued or the rent constituting property taxes accrued,
as the case may be, were paid, subject to the three year limltation
prescribed in section 6511 of ﬁhe internal revenue code,

NEW SECTION, Sec. 48, The amount of any claim otherwise pay-
able under this chapter may be applied by the department against any
liability outstanding on the books of the department against the
claimant, or against his or her spouse who was a member of the claim-
ant's household in the year to which the claim relates,

NEW SECTION, Sec, 49, Only one claimant per household per
year shall be entitled to relief under this chapter.

NEW SECTION. Sec., 50. The amount of any claim pursuant to
this chapter shall be determined in accordance with the following

schedule:
HOUSEHOLD PERCENTAGE OF TAX
INCOME RANGE ALLOWABLE AS CLAIM
0 -- 4G9 seieeessssescsess TO percent
500 -- 54O tiveessss~sscsess B9 percent
550 -- 599 sessesssescesssss 08 percent
600 -~ BUY  teevesecsseseeses BT percent
650 -- 699 teesevsnsesssasss OO percent
700 -- TUO  ceeeesessseceesss 65 percent
750 -~ 799  ceesasessassssses DU percent
800 -- 8U9 sieecesssasessese O3 percent
850 -- 899 sisesesccvecesae. 62 percent
900 -- QUG  Lisevesesssscssss DL percent
950 -- 999  seeecsesssseseses OO percent

1,000 == 1,049 L..ececcesesesess 59 percent
1,050 == 1,099 sieeessecveccssss 58 percent
1,200 == 1,149 L,..eecceecssseses D7 percent
1,150 == 1,199 .esecescecsscsese 56 percent

[ 2487]



Ch.

262

WASHINGTON LAWS, 1969 l1lst Ex. Sess.
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2,850 == 2,899 tiieeeesvesessso. 22 percent
2,900 -- 2,949 ssssesesessesesss 21 percent
2,950 =« 2,999 cissesssecerseess 20 percent

3,000 - 3,074 etecvsccscssccscna 19 percent
3,075 == 3,149 .i.iiececceseesss 18 percent

3,150 == 3,224 ,,.i4eeeececesese 17 percent
3,225 == 3,299 tiieecesseesseecss 16 percent
3,300 == 3,374 .iiieeevecceccese 15 percent

3,375 == 3,49 ,..ciieieeeeceens 1L percent
3,450 == 3,524  Li.iieseveeseeess 13 percent
35525 == 3,509 secevessssssseses 12 percent

3,600 == 3,674 seieeveesesceesss 11 percent
3,675 - 3,749 ceosecssssessessse 10 percent

In any case in ﬁpich property taxes accrued, or rent constitu-
ting property taxes accrued in any one year in respect of any onc
household exceeds $350, the amount thercof shall, for purposcs of
this chapter, be deemed to have been $350. In any case in which
households income is $3,000 or less, the amount of a claim allowable
hercunder shall be at least $50: PROVIDED, That in no case shall the
claim exceed the amount of the property taxes accrued or rent consti-
tuting property taxes accrued.

The department shall, within the six month period prior to
each :egularilegislativé session, make a study with respect to any
increases in the genefal levels of property taxatioﬁ, personal in-
come, and the Eost of living, and shall report its findings to the
next regular session in such a manner as will enable the législature
to determine the adequacy of the abave schedule.

NEW SECTION. Sec. 51, The deéartmént shall make available
suitable forms with instructions for eclaimants, including a form
which may be included with or as a part of the individual income tax
blank. The claim.shall be in'such form as the depaftment may pre- .

scribe.

NEW SECTION. Sec. 52, Every claimant under this chapter shall
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supply to the department, in support of his claim, reasonable proof
of rent paid, name and address of owner or managiné agent of property
rented, property taxes accrued, phanges of homestead, household mem-
bership, household income,'size and nature of property claimed as

the homestead and a statement that the property taxes accrued and used
for purposes of this chapter have been or will be paié by him and

that there are no delinquent prééerty taxes on the homestead.

NEW SECTION. Sec. 53, if on the audit of any claim filed
under this chapter the department determines the amount.to have been
incorrectly determined, it shall redetermine the claim and notify the
claimant of the redetermination and its reasons for it.

NEW SECTION, Sec. '54; If it is determined that a claim is
excessive and was filed with.fraudulent intent, the claim’ shall te
disallowed in full, and, if the claim has beeﬁ paid or a credit has
been allowed against income taxes otherwise payable, the credit chall
Abe canceled and the amount paid may be recovered by assessment (as
income taxes are assessed), and the assessment shall bear interest
from the date of payment or credit of the clai%, until refunded or
.paid, at the rate of one-half of one percent per month. .

NEW SECTION. Sec.‘55. IE a homestead is rented by a person
from another person under circumstances decmed by the dcparfmcnt to
be not at arms-length, -it may determine rent consti;uting property
taxes accrued as‘at arms-length.

NEW_SECTION. Sec. 56, Any person aggrieved by the denial in
whole or in part of relief claimed under this chapter, except when
the denial is based upon late filing of claim for relief may appeal
such denial in accordance with the prbvisféns of chapters 82.03 and
82.32 RCW.

NEW SECTION. Sec. 57. No claim for relief under this chapter
shall be allowed to any person who was a recipient of public funds
for the paymert of the taxes or rent during the preceding calerdar

year, or to any'éerson with respect to any homestead which, during

[2490]



WASHINGTON LAWS, 1969 lst Ex. Sess. Ch. 262

the preceding calendar year, was exempt from real property taxation
in whole or in part.

NEW SECTION. Sec. 58, A claim shall be disallowed if the
department finds that the'claimant received title to his homestead
primarily for the purpose of receiving benefits under this chapter.

NEW SECTION. Sec. 59. 1In case of sickness, absence, or othér
disability, or if(vin its judgment, good cause exists, the department
may extend for a period not *n exceed six months the time for filing
a claim.

Sec. 503 Section 1, chapter 168, Laws of 1965 ex. sess. and
RCW 84.36.125 are each amended to read‘as follows:

Due to the tremendous rise in livipg costs during the past
decade, including increased property taxés, the failqre of federal old
age and survivors iﬁsurance and similar types of pension systems to
adequately reflect in their pension payments these costs, and because
savings once deemed adequate for retirement living are now grossly
inadequate, it is therefore deemed necessary that the legislature now
grant people retired on fixed incomeé‘some relief from real property
taxes. This reliefjmust_pe granted to insure that thousands of per-
sons now retired on éixéd incomes can remain in pcssession of their
homes, -thus not becoming a burden on state or local government.

This scction shall expire_upor: tha date the provizicons ofthis 19€9 amernda-

tory act which impose a. tax upon net income heccme effective,

Sec. 61, Section 3, chapter 168, Laws of 1965 ex. sess. and
RCW 84.36.127 are each amended to read as follows:

RCW 84.36.125 and 84.36.126 shall become effective upon the
approval of the voters of the state of an amendment to Article 7,
section 1 of the Cﬁnstitution of the stateﬁof W&shington so as to
‘authorize this form of exemption.

This section shall expire upon_ the date_the provisions of this

1969 amendatcrv act which impose atax upcr rei: income_become effective.

Sec. 62, Section 1, chapter 132, Laws of 1967 ex. sess. and
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RCW 84.36.128 are each amended to read as follows:

A person shall be exempt from any legal obiigation to pay the
first fifty dollars of real property taxes due and payable in any one
year if the following c5nditions are met:

(1) The property taxes must have been'imposed upon a resi-
énce which hLas been regularly occupied by the person claiming the
exemption during the five calendar years preceding the year for which
the exemption is élaimed; or fhe’property taxes must have been im-
posed upoh a residence which hasbbeen regularly occupied by the.pe_—
son claiming the exemption during the preceding calendar yéar and the
person claiming the exemption must also have been a residsn; of the
state of Wéshington for the last ten calendar years preceding the
year for which the exemption is claimed.

(2) The person claiming the exemption must have owned, at the
time of filing, in fee, by contraé; purchase, or by de;d of trust, the
residence on which the property taxes h#ve been imposed. For pur-
poses of this subseétion, a residence owned by a marital community
shall be deemed to be owned by each spouse.

(3) If the person claiming the‘exemption is a male, he must
have been sixty-five years of age or older on February 15th of the
year in which the exemption is claimed, or must have been, at the
time of filing, totally disabled and as such retired urnder a public
or private retirement plan.

(4) .If the person claiming the exemption is a female, she
must have been sixty-two years of age or older on Fekruary 15th of
the year in which the exemption is claimed.

(5) No person who, during the preceding calendar year, has
regularly occupied the residence on which the taxes have been im-
posed shall have received during the preceding calendar year any
earnings of the type and amount which would cause any deduction f}om
social security benefits for a recipient of such benefits pursuant tc

42 U.S.C. 403: PROVIDED, HCWEVER, That this subsection shall no%
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ply with respect to an occupant who is related to the person claim-
ing the exemption and who is either a szudent under the age of
twenty-£five who i; pursuing a full course of studies or who is making
payments as a sharing of the expenses of maintaining the residence
not in excess of one hundred dollars per month.

(6) The combined income, from all sources whatsoever, of
the person claiming the exemption and his or her spouse shall not
have been in excess of three thousand dollars for the precediny
calendar year.

This section shall expire upon the datz the provisions of this

1969 amendatory act which impese a_tax upon ne:f income becone effec—~

tive.

Sec. 63, Section 2, chapter 132, Laws of 1967 ex. sess. and
RCW 84.36.129 are each amended to read as follows:

For the purposes of RCW 84.36.128:

(1) The term “"residence” shall mean a single Zamily dwelling,
inciuding the lot on which the dwelling stands.

(2) The term "preceding calendar year" shall mean the calen-
dar year preceding thg year in which the property taxes for which the
exemption is claimed are due and péyable.

All claims for exemption shall be made and signed by the
person entitled to the exemption, by his or her aﬁtofney in fact or,
in the ecvent the residence of suéh person ic under mortgage or pur-
chase, contract requiring accumulation of reSegvcs cut of which the
holder of the mortgage or contract is required to pay reai estate
taxes, by such holder, either before a nrotary public or the ccunty
assessor or his deputy in the county where the real propefty is lo-
cated. Any person signing a false claim zhall be subject to perjury.

Claims for exemption shall be made annually and filed between
February 15 and April 30 of the year in which the taxes are payable
and solely upon forms as prescribed ard furrished by the department of

revenue.
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This section shall expire upon_the date the provisiong of this

1969 amendatory act which impose a tax upon ret income become effec-~
tive,

NEW SECTICM. Sec. g4, Any county is au;horized to levy for
general county purposes two mills upon the dollar of assessed valua-
'tion, notwitﬁétanding the limitations ccntained in RCW 84.52.050 as
now or hereafter amended, and in addition to the millage rates au-
thorized therein.

Sec. 65. Section 84.52.050, chapter 15, Laws of 1961, as last
amended by section 3, chapter 123, Laws of 1967 ex. sess., and RCW
84.52.050 are each amended to read as follows:

- Except as hereinafter provided, the agg:égéte of all tax
levies upon real and personal propeny by tﬁe state, muricipal corpo-
ratiéns, taxin% districts and goverrmenrtal agenciés, rnow existing oxr
hereafter created, shall not in any year exceed forty mills on the
dollar cof assessed valuation, which assessed valuaticn shall be fifty
percent of the true ana fair value of such property in mcrney; ard
within and subject to £he-aforesaid limitaticn the levy by the state

shall not exceed two mills to be used exclusively for the public as-

sistance program of the state: PROVIDED, That upon and after the 2f-

fective date of the provisiohs of this amendatory act which impcse a

tax upcn-net inccme, the authority of the state to levy not to excead

‘two mills to be used exclusively fcr the public assistance program of

the s*tate shall expire and such millage may be levied by any county

as authorized in section 64 of this 1949 amendatory act; the levy by

any county shall not exceed eight mills; the levy by or for any schcol

district shall rot exceed fourteen millg: PROVIDED, That in each of

the years 1967 and 1968 and 1969 and 197g:the state ;hall levy a
property tag of four mills of which two.millﬁ 5hall bz used exclu-
sively for the public assistance program of the state and cf which
two mills shall be used exclusively for the support cf the commcn

schdols; and ir such years in which the state shall validly levy a
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property tax cf two mills for the support of the common schools, the
levy by or fcr any school district shall not exceed twelve mills:
PROVIDED FURTIIER, That the lcvy by cr for any unicn high schecl dis-
trict shall not exceed two-fifths ¢f the maximum levy permissible for
any school district without a vote of the electors thereof and the
levy by or for any éomponent district within a union high scheecl dis-
trict shall not exceed three-fifths of the maximum levy permissible
for any school district without a vote of thé electors thereof: PRO-
VIDEC FURTHER, Thgt the levy against any nonhigh school district for
the high schocl district fund shall not eiéeed two-fifths of the max-
imum levy permissible for any schccl district without a vote of the
electors therecf and the levy ky or for any such nonhigh schcol dis-
trict shall'not exceed the balance ¢f such maximum permissible levy;
the levy for ary rcad district shall nct exceed ten mills; ard th=
‘levy by or for any city or town shall not exceed fifteen mills: PRC-
‘VIDED PURTHER, That.counties of the fifth class and urder are hercby
authorized to levy frcm eight to eleven mills for general county pur-
poses and from seven to ten mills for county road purposss if the
total levy for both purposes aoes not exceed eighteen mills: PRO-
VIDES FURTH@R, That counties of the fcurth and the ninth class are
hereby authorized to levy nine mills urtil such time as the junicr
taxing agencies are utilizing all the millage available to them.

Nothing herein shall brebent levies at the rates provided by
existing law by or for any port or power district.

Sec. 66, Section 74.04.150, chapter 26, Laws of 1959 and RCW
74.04.150 are each amended to read as follows:

The state shall levy annually a tax not to exceed two mills
upon the assessed valuation of gll taxable property within the state
for public assistance purposes.

This secticn shall expire upon the date the provisions of this

1969 amendatcry act which impose a tax upcn ne2t inccme beccme effec-

tive.
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NEW SECTICY. Sec. 67, Any levy authorized by law, made prior
to the effective date of the provisions of this 1969 amendatcry actk
which impose a tax upon net income shall nct be affected by the pro-
visions of scctions 64, 65 and 66 of this 1969 amendatory act.

MEW _SECTION. Sece. 68, Except as hereinafter provided it shalt
be unlawful for the department of revenu=2 cr any memker, deputy,
clerk, agent, employee, or representative therecf or any other perscn
to make known or reveal any facts or infcrmaticn ccntained in ary re-
turn filed by any taxpayer or disclosed in any investigation or ex-
amination of the taxpayer's books and records made in ccnrecticn with
the administration hereof. The foregoing, however, shall not be con-
strued to prohibit the department of revenue or a member or employee
thereof from: (1) Giving such facts or infeormation in evidence in any
court action involving tax imposed hereunder cr involving a viclaticn
of the provisions hereof or involving ancther state department and
the taxpayer; (2) giving such facts and information tc the taxpayer
or his duly authorized agent; (3) publishing statistics so classified
as to prevent the identification of particular returns or reports or
items thereof; (4) giving such facts or infcrmaticr, for cfficial pur-
poses only, to the governor or attorney general, or to any state de-
paftment or any committee or subcommittee of the legislature dealing
with matters of taxation, revenue, trade, commerce, the contrcl of
industry or the professions; (5) permitting its records to be audited
and éxamined by the proper state officer, his agents and employees;
(6) giving any such facts or information to the proper officer of
the internal revenue service of the United States or to the proper
officer of the tax department of any state, for official purpcses,
but only if the statutes of the United States or of such cther state,
as the case may be, grant substantially similar privileges to the
proper officers of this state; or (7) givihg any such facts cr in-
formation to the Department of Justice or the army or ravy dapart-
ments of the United States, or any authcrized representative theracof,

for official purposes.
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Any person acquiring kncwledge of such facts cor informaticp :in
the course of his employment with the department of reverue ard any
person acquiring knowledge of such facts and infcrmaticn as provided
under (4}, (5)., (6) and (7) abecve, who reveals cr makes known any
such facts or information tb arother ret entaitled to knewloiae of
such facts or information under the provisions of this section, shall
be punished by a fine of not exceeding one thousand dollars and, if
the offender or person guilty of such violation is an officer or em-
ployee of the state, he shall forfeit such office or employment and
shall be incapable of holding any public office or employment in this
state for a period of two years thereafter.

NEW SECTION. Sec. 69. If either section 5 or section 1l of
this act is held invalid, the whole of this act shall be deemed in-
valid.

NEW SECTION. Sec. 70. There is added to chapter 84.52 RCW a
new section to be known as RCW 84.52.053 as follows:

The amount of any special levy which a school district may im-
pose for maintenance and operations under the procedure prescribed by
RCW 84.52.052 in any calendar year in which a tax on income is im-
posed by the state may not exceed the amount of any regular levy which
a school district may impose in the same calendar year without a vote
of the electors of the district: PROVIDED, That the foregoing limita-
tion may be exceeded only by a proposition submitted to the electors
of the district as a separate proposition, approved by two thirds of
the electors voting thereon, and otherwise complying with the require-

ments of RCW 84.52.052,

=~V

NEW SECTION. Sec. 71. The provisions of sections 1 through
69 of this 1969 amendatory act shall take effect as follows:

(1) If the proposed amendment to Article 7 of the state Con-
stitution (Engrossed House Joint Resolution No. 42) authorizing the
legislature to impose a tax upon net income is validly submitted and
‘is approved and ratified by the voters at a general election held in

November, 1969:
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(a) The provisions of sections 1 through 69 of this act au-
thorizing the department to make rules and regulations and prescribe
forms shall take effect January 1, 1970; and

(v) All other provisions of sections 1 through 69 of this act
shall take effect January 1, 1971.

(2) 1If the proposed amendment to Article 7 of the state Con-
stitution (Engrossed House Joint Resolution No. 42) authorizing the
legislature to impose a tax upon net income is validly submitted and
is appfoved and ratified by the voters at a general election held in
November, 1970:

(a) The provisions of sections 1 through 69 of this act au-
thorizing the department to make rules and regulations and prescribe
forms shall take effect January 1, 1971; and

(b) All other provisions of sections 1 through 69 of this act
shall take effect January 1, 1972.

In the event that sections 1 through 69 of this act do not take
effect as provided in this section, sections 1 through 69 of this act
shall be null and void.

+

NEW SECTION. Sec. 72. As used in sections 72 through 89 of
this 1969 amendatory act, unless a different meaning is plainly re-
quired by the context:

(1) "Population" means the number of residents listed in the
most recent census or estimate by the state planning and community af-
fairs agency.

(2) "Principal board of county commissioners" means the legis~
lative authority of the most populous county within a taxing district.

(3) "Taxing district" means an area comprising one or more
counties, and the cities and towns situated therein, which is estab-
lished for the purpose of imposing a tax under this chapter.

(4) "Taxing district authority" means a body composed of dele-
gates named by the legislative bodies of cities, towns, and counties
within a taxing district.

NEW SECTION. Sec. 73. A taxing district authority may impose
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a tax upon peréoné“ﬁithin its Jurisdiction taxable by the state pur-
suant to chapter 82.08 RCW and upon persons within its jurisdiction
taxable by the state pursuant to chapter 82.12 RCW as either of those
chapters now exists or is later amended for the occurrence of .any tax
incident on which a state tax is imposed under chapters 82,08 or 82,12
RCW as either of those chapters now exists or is later amended. The
collection and administration of any tax imposed under authority of
this section shall be in accordance with chapters 82,08 and 82.12 RCW
as now exists or are later amended and the rules and regulations of
the department of revenue of the state of Washington applicable there-
to.

NEW SECTION., Sec. 74. The tax which may be imposed by a par-
ticular body under the authority granted by section 73 of this 1969
amendatory act shall be of one single rate as imposed by that body for
all persons and/or tax incidents within the jurisdiction of the taxing.
district authority and the rate of taxes imposed under sections 72

through 89 of this 1969 amendatory act shall not exceed a total of

three-tenths of one percent on any tax incident. L-V

NEW SECTION. Sec. 75. Whenever any city, town, or county de-
sires to establish a taxing district, its legislative body shall adqptj
a resolution calling for the formation of a taxing district and con-
taining a description of the area to be included within the proposed E
taxing district. The resolution shall also include a tax proposition i
to be considered by the proposed taxing district authority. A resolu-i
tion adopted by the legislative body of a city or town shall be trans-;
mitted to the legislative authority of the county in which the city or
town is located.

After the filing with the legislative authority of the county

of the first resolution by a city or town or upon the adoption of a

resolution by a county before the filing of any other resolution, ac-

tion by the legislative authority shall be deferred on any subsequent
resolution until it is determined whether or not the taxing district

proposed in the first resolution will be established as provided in
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-taxing district, which publication or publications shall be at least

section 76 of this 1969 amendéto;y act. If such taxing district is %
not so established, subsequent resolutions shall be considered, one at;
a time in like manner, according to their date of adoption. %
NEW SECTION. Sec. 76. The lepislative authority of the countye
within five days after the receipt or adoption of the first resolutiong
shall set a time and place for the initial meeting of the proposed :
taxing district authority. It shall notify the legislative body of !
each ¢ity and town within the county of the appointed time and place, ;
and of the purpose of the meeting. The date for such initial meeting
shall be not more than thirty days after a county's adoption of its
own resolution or its receipt of a resolution adopted by a city or
town. The board also shall notify the legislative authority of every
other county proposed for inclusion within the taxing district, and

every legislative authority so notified shall in turn notify the leg-

islative body of each city and town within that county of the date,

place, and purpose of the meeting.* Public notice of the meeting shall
{

be given to the communications media within the proposed taxing dis-

trict, and a notice of meeting shall be published at least once in the :

official newspaper of each county proposed for inclusion within the @

ten days prior to the date of meeting and at the expense of the county
wherein the newspaper is published.

NEW SECTION. Sec. 77. Each city and town within the taxing
district is entitled to be represented at the meeting by one delegate
who shall be appolnted by the legislative body of that city or town.
Each county within the taxing district is entitled to be represented
at the meeting by one delegate who shall be appointed by the legisla-
tive authority of that county. The attendance of delegates repre-
senting a majority of the population within the taxing district shall
be sufficient to establish a taxing district authority.

In the event a county, city, or town is included in more than
one taxing district so established, it shall be included only in that

district the formation resolution for which was adopted on the earli-
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est date.
NEW SECTION. Sec. 78. The chairman of the principal board of
county commissioners shall preside over the meeting of the taxing dis-

trict authority. The presiding officer shall not be the delegate from

» his county to the authority, and shall havc neither vote nor voice in

- the proceedings, except as may be necessary to fulfill his administra-—
tive duties as presiding officer. 1In addition to presiding over the i
meeting, he shall prepare a detailed report of the meeting, including |
a record of all motions and votes, and shall submit his report within
ten days after adjournment of the meeting to the state department of
revenue,

NEW SECTION. Sec. 79. The presiding officer of the formation
meeting of a taxing district authority, shall first determine if there

is in attendance delegates representing a majority of the population

within the proposed taxing district. If so he shall declare the dis-
trict formed. Thereupon, the authority shall vote on the tax proposi-
tion. If the vote on the tax proposition is negative any delegatemaypV
submit for similar consideration and vote any other tax proposal in ‘
accordance with the authorization granted by sections 72 through 89 of‘
this 1969 amendatory act.

NEW SECTION. Sec. 80. On any proposition, the vote of each

city, fown, or county shall be by weighted vote. The vote of a city

or town shall be weighted according to the ratio of its population to,
the total population within the taxing district. The vote of a county!
shall be weighted according to the ratio of the population within its
unincorporated areas to the total population within the taxing dis- |
trict. An affirmative vote of delegates representing a majority of

the population within the taxing district shall be necessary to enact
a tax as provided in sections 72 through 89 of this 1969 amendatory

act. An oral vote shall be taken on each proposition, and each dele-

gate's vote duly recorded. Except as otherwise provided in sections

72 through 89 of this 1969 amendatory act, Robert's Rules of Order,

Revised, shall govern the conduct of all meetings of the taxing dis-
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oriet autherity, T T

NEW SECTION. Sec. 81. Any meeting of the taxing district au-
thority shall be concluded within two days of its convening, and no

more than two meetings shall be held during the ycar following any
meeting in which a tax 1is levied.

NEW SECTION. Sec. 82, Any tax imposed under the authority of
sections 72 throuzh 89 of this 1969 amendatory act on or before August
31st of any year, shall become effective on January 1lst of the fol-
lowing year. Any taxes so imposed after August 31lst of any year shall
not become effective until January 1lst of the second year following
the imposition of the tax.

NEW SECTION. Sec. 83. The state department of revenue shall
administer and collect the taxes imposed under sections 72 through 89

two percent of the taxes collected for collection and administrative

[ o

}
¥

of this 1969 amendatory act, and shall deduct an amount not to exceed !

H
i

expenses incurred by the department. The remainder of the taxes col-

lected shall be deposited by the department of revenue in a local gov-
ernment revenue revolving fund, hereby created, in the state treasury.

NEW SECTION. Sec. 84. The state treasurer shall distribute
bimonthly from the local government revolving fund to each city and
town and to each county within which a tax is imposed under sections
72 through 89 of this 1969 amendatory act the revenue collected minus
the amount deducted by the department of revenue for its collection
and administration expenses. Apportionment shall be on a per capita
basis according to the population of each city, town and total popu-
lation of unincorporated areas of the county for revenue collected by
imposition of a tax under sections 72 through 89 of this 1969 amenda-
tory act by a county or taxing district authority.

NEW SECTION. Sec. 85. A taxing district authority may in-
crease, reduce, or eliminate any tax it has previously imposed, but
any such change must be made no later than May 1lst of any year 1if the
change is to take effect the following year. Any meeting of the tax-

ing district authority for the purpose of increasing, reducing, or
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eliminating any tax shali be initiafed,.éonvened, or conducted in the
same manner as is provided in sections 72 through 89 of this 1969 a-
mendatory act for the formation meeting of the authority.

NEW SECTION. Sec. 86. If at the formation meeting of a tax-
ing district authority no tax is levied, the taxing district 1is
automatically dissolved., A taxing district is dissolved automatically
if a previously levied tax is eliminated.

NEW SECTION. Sec. 87. Before any moneys are collected as a
consequence of sections 72 through 89 of this 1969 amendatory act the
voters within the jurisdiction of the body imposing the tax shall have
approved its imposition by majority vote at the next general election
at which the issue may be put on the ballot or a special election
called for that purpose, However, if a tax is imposed by a taxing
district authority under sections 72 through 89 of this 1969 amenda-
tory act the county government of any county in the taxing district
shall place the issue on the ballot at the next general election.

Sec. 88. Section 82.02.020, chapter 15, Laws of 1961 as amend- [
ed by section 16, chapter 236, Laws of 1967 and RCW 82.02,020 are each

amended to read as follows:

Except only as expressly provided in RCW 67.28.180 and 67.28-
190 and sections 72 throuch 89 of this 1969 amendatory act the state

preempts the field of imposing taxes upon retail sales of tangible
personal property, the use of tangible personal property, conveyances,
and cigarettes, and no county, town, or other municipal subdivision
shall have the right to impose taxes of that nature.

NEW SECTION. Sec. 89. If any provision of sections 72 through
89 of this 1969 amendatory act, or its application to any person or
circumstance is held invalid, the remainder of the act, or the appli-
cation of the provision to other persons or circumstances is not af-
fected.

NEW SECTION. Sec. 90. Sections 72 through 89 of this act are
; necessary for the immediate preservation of the public peace, health

and safety, the support of the state government and its existing pub-
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Passed the House May 10, 1969

Passed the Senate May 4, 1969

Approved by the Governor May 23,
certain items in the title:;
subsection (5) of section 16;

40;
Filed

NOTE:

in office of Secretary of State May 23, 1969

e o -

1969, with the exception of
subsection (9) of section 7;
a certain item in section
section 70 and sections 72 through 90 which are vetoed.

Governor's explanation of partial veto is as follows:

"...This bill is a comprehensive revision of

Washington's tax structure which will take effect

only if the people approve a constitutional
amendment restricting basic property tax levies

to one percent of true and fair value of property

and authorizing a state income tax. The bill is
designed to accomplish two principal objectives:

(1) To make state and local taxes more
equitable, particularly with respect
to lower income families and certain
businesses which bear a dispropor-
tionate burden under present tax
laws, without shifting tax burdens
from business to individuals or
vice versa; and

(2) To produce sufficient revenues
for additional state school
support so that school districts
can sharply reduce special pro-
perty tax levies.

Because of the importance of this legislation
to the financial well being of the state and
its local school districts, the House of
Representatives took great care to develop a
bill which could not be subject to serious
attack on constitutional grounds.

The Senate also gave serious consideration to
this bill, and adopted a substantial number of
amendments. Most of the Senate amendments
strengthen the bill and are consistent with its
objectives. However, other amendments were
hastily considered and adopted on the floor of
the Senate in a form which undermine the broad
objectives of the bill; one series of amendments
threatens the constitutionality of the act.

I do not disapprove of the concepts contained
in any of the provisions which are vetoed: and
I invite the legislature to reconsider these
amendments at a special session to be held
prior to the election at which the proposed
constitutional amendment will be submitted to
the people.

The provisions of the bill which I have vetoed
are as follows:

Local Government Sales and Use Tax. I have

vetoed sections 72 through 90 and corresponding
references to these provisions which were added
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to the title of the bill by Senate amendments.
This series of amendments which was intended to
give local governmental bodies the power to
levy sales and use taxes, may invalidate the
entire act under the provisions of Article 2,
Section 19 of the State Constitution which
provides:

‘No bill shall embrace more than one
subject, and that shall be expressed
in the title.'

One purpose of this provision is to apprise
both the legislature and the public of the
subject of the bill without being misleading
as to its contents. On several occasions, the
state Supreme Court has invalidated legisla-
tion in which the title describes some of the
provisions of the bill without describing all
of them.

The original bill contained the broad title
'Revenue and Taxation' without any attempt
to 'index' the many interrelated revisions
of state and local taxes contained in the
bill., Most legislative enactments contain
such a title to avoid creating a constitu-
tional question. However, when the Senate
added section 72 through 90, it also amended

the title to describe the substance of these
sections. The pertinent portions of the
amended title of the bill, set forth on page
one of this message, clearly show how mis-
leading the title has become. The only new
statutes described relate to the local sales
and use taxes. No mention is made of the major
portion of the bill -- the state income tax.

It is obvious that no member of the legislature
has been misled by this title. Probably no bill
has been as thoroughly discussed in committees,
party caucuses, and on the floor of both houses.
At a time when the title was constitutionally
acceptable the bill was passed by the House of
Representatives and considered at length by

the Senate on first and second reading.

I have exercised my veto power as Governor to
prevent the public from being misled by the
title and to preserve this major legislative
enactment from constitutional question.

Deduction of medical expenses. I have vetoed
subsection (9) of Section 7 which would have
allowed an individual to deduct certain med-
ical expenses in computing his taxable income.
This amendment to the bill was also added on
the floor of the Senate, probably with the
very laudable intention of assisting tax-
payers experiencing major medical expenses;
however, the provision actually permits the
deduction of up to $150 of the premium cost
of medical insurance, even if the taxpaper
had no other medical expenses whatsoever.
Such an expense is an ordinary personal

[2505]



Ch.

262

WASHINGTON LAWS, 1969 1lst Ex. Sess.

expense incurred by almost everyone. To
provide for expenses such as these the

House of Representatives simplified the state
income tax by allowing each individual a $1,
000 personal exemption (which is doubled for
individuals over 65 years of age or who are
blind). These personal exemptions are
designed to be higher than the combined
personal exemption and standard deduction
allowed on the federal tax return and take
the place of each taxpayer's usual personal
deductions. Thus a major portion of the
benefits of this Senate amendment will actu-
ally duplicate relief for taxpayers already
provided in the bill.

The Department of Revenue estimates that in
the first biennium in which the income tax

is collected, this amendment would reduce
state revenues (and the state's ability to
relieve special levies) by more than $18
million. Most of this amount is attributable
to the availability of this deduction to all
taxpayers ~ not just those with substantial
medical expenses.

I approve of the objective of this Senate
amendment, but relief for taxpayers with
extraordinary medical expenses can be
provided without seriously impairing state
revenues by limiting the scope of medical
deductions. I recommend that the legisla-
ture consider such a provision at the next
legislative session.

Income tax credit for personal property taxes

on business inventories. I have vetoed subsec-
tion (5) of Section 16 which would have per-
mitted businesses to credit against income tax
increasing percentages of the personal property
taxes paid on business inventories. 1 am aware
that the imposition of a personal property tax

on business inventories works a substantial
hardship on certain types of businesses, and I
approve of the legislature's attempt to readjust
taxes on business so as to provide some relief
from the inventory tax. The House of Representa-
tives also recognized this problem and provided
for a credit of 10% of the tax on business
inventories against the business and occupation
tax. It also recognized that this credit would
reduce the revenues produced by the comprehensive
tax bill and thus provided a business and occupa-
tion tax rate which took this revenue loss into
account. The Senate, however, has provided for
an extension of this credit to a point where it
will ultimately allow a business to credit
against income taxes one hundred percent of the
personal property tax on business inventories
without providing any additional revenue to
compensate for this loss.

Although this bill is designed to make the taxes
on business more equitable, no responsible
studies of Washington tax structure have indicated
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that taxes on business in the aggregate are out of
proportion to similar taxes prevailing in other
states. For this reason, the compromise measure
which passed the House of Representatives was
designed to make no shift in the ultimate tax
burden to individual taxpayers. The Senate's
adoption of this amendment without providing
compensating revenue in other forms of business
taxes will ultimately shift approximately a
hundred million dollars per biennium of taxes
from business to individual taxpayers. If this
amendment were to remain in the bill, over a
period of years the state would be unable to
meet its commitment to reduce special levies,
with the result that property taxes or other
forms of taxation would inevitably increase to
replace the revenues lost by the inventory tax
credit.

I believe the legislature should further study
the inventory tax problem and at its next
session provide relief from these taxes in

a manner which will not shift the tax burden to
individuals and will meet the revenue needs of
the state.

Since the House of Representatives has provided
for business and occupation taxes at a sufficient
level to offset a continuing 10% inventory tax
credit against the business and occupation tax,

I have also vetoed certain language in Section

40 added by the Senate amendment.

Limitation on special levies. I have vetoed
Section 70 which would require approval of 66%
of the voters of a school district in order to
authorize special school levies for maintenance
and operation purposes in excess of 14 mills.

I sympathize with the purpose of this amendment
which is to provide the people with reasonable
assurance that special school levies will be
cut to reasonable amounts when the proceeds

of the income tax are available for additional
school support. However, I consider this
limitation to be totally unworkable under our
present school apportionment formula.

Developing a school apportionment formula which
provides each school district of the state with
sufficient funds is a difficult task, and can
only be undertaken after a thorough investiga-
tion of the relative costs, curriculum, and
resources of the various school districts of the
state. Such a comprehensive study has been
authorized by House Bill No. 893 creating a
temporary special levy study commission. By
the terms of that statute the commission is
required to submit a report to the Governor

and the legislature prior to the special
session of the legislature to be held in
January 1970. It is my hope that the infor-
mation developed by this commission will permit
the legislature to revise the system of fur-
nishing state support to schools so that no
district will be required to resort to high
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special levies.

with the exception of the items set forth above,
which I have vetoed, Re-engrossed Substitute
House Bill No. 582 is approved."

CHAPTER 263
[Engrossed House Bill No. 132]
COMMISSION ON HIGHER EDUCATION
AN ACT Relating to higher education; creating a commission on higher
education; repealing sections 1 through 3 and 5 through 7, chap-
ter 128, Laws of 1965 ex. sess., and section 4, chapter 128,

Laws of 1965 ex. sess., as amended by section 1, chapter 5,

Laws of 1967 ex. sess., and RCW 28.90.010 through 28.90.070.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

NEW SECTION. Section 1. There is hereby created a commission
on higher education. The nine citizen members of the council on higher
education, as provided in Senate Bill No. 243, shall constitute this
commission. The commission is established for the purpose of the ef-
ficieﬁt and economical administration of higher education programs in
the state of Washington. The members of the commission shall be cog-~
nizant of the importance of policy formulation and coordination of
higher education policies for all segments of higher education within
the state; in the performance of their administrative duties as set
forth within this act the commissloners shall not deter from their du-
ties as members of the council.

NEW SECTION. Sec. 2. The commission shall select a chairman
from among its members by a majority vote: PROVIDED, That said chair-
man shall not also be the chairman of the council on higher education.

NEW SECTION. Sec. 3. The commission shall administer the fal-
lowing programs: Title IV-B and VI of the Higher Education Act of
1965; Title I of the Higher Education Facilities Act of 1963; and any
other federal act pertaining to higher education which is not adminis-
tered by another state agency.

NEW SECTION. Sec. 4. The commission shall:
(1) Prepare plans and participation as required by Title VI

of the Higher Education Act of 1965 and Title I of the Higher Educa-
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