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2009 Legislation 
City-county Assistance Distribution (SB 5511 - Chapter 127, Laws of 2009) 

This bill improves the accuracy of determining the distribution amounts to cities and counties from the city-county assistance account by clarifying data inputs and using the most recent data. Without this legislation, some jurisdictions could have received compensation twice for the same sales tax loss, while others would receive less.  Specific improvements include:

· Certification date is changed from March 1 to October 1

· Certification is final after a 30-day review period with no changes allowed after that period

· Distributions are based on actual sales and use tax distributions to the local government rather than tax collected

· Fiscal year data, instead of calendar year, are used for both local sales tax distribution and streamlined sales tax mitigation when calculating distributions

Effective March 1, 2009

Electronic Filing / Electronic Payment (SSB 5571 – Chapter 176, Laws of 2009)

This bill requires monthly taxpayers to file and pay their taxes electronically starting with the July 2009 tax return – due August 25, 2009.  In addition, the Department of Revenue is required to send all assessments, notices, and other information to taxpayers electronically.  Each of these requirements may be waived for cause on a temporary or permanent basis and the Department may implement the requirements in phases.    Waivers may be requested by businesses with extenuating circumstances, such as lack of computer or internet connection.  

Effective July 26, 2009

Digital Products (ESHB 2075 – Chapter 350, Laws of 2009)
This bill takes effect on July 26, 2009, and establishes a clear and technology-neutral approach to taxation of digital products.  Under the bill, sales or use tax will be due on digital products ranging from downloaded music and streaming video to online video games and legal research tools.  It defines digital products as goods and services transferred electronically.  A number of exemptions are provided, including the sale and/or use of:

· products for resale and/or incorporated as an ingredient or component of a new product

· audio or video programming furnished by a radio or television broadcaster

· standard digital information by a business solely for business purposes

In addition, purchases of digital products to be given away for free are not subject to sales or use tax.  Furthermore, receiving digital products for free will not create a use tax liability.   Other significant provisions of the law include:

· Apportionment is available when these products and services are concurrently available for use by a business or organization inside and outside this state

· Email is not considered a digital good

· Ownership or rights in digital goods or codes residing on servers in this state does not create nexus


Under this law, sellers of digital products are required to electronically file their tax returns.  Amnesty is provided to those who didn’t collect or pay sales or use tax on digital products that were taxed before the effective date.
Effective July 26, 2009

Seller’s Permit (SB 6173 – Chapter 563, Laws of 2009)

This bill replaces the current “resale certificate” with an agency issued seller’s permit.  Beginning January 1, 2010, businesses will be required to use an agency issued seller’s permit when making purchases for resale.   Businesses that do not sell at wholesale or retail or perform a manufacturing activity will not receive a permit.

Qualifying businesses registered with the Department of Revenue by January 2009 may be automatically issued a permit valid for four years.  Permits issued to qualifying businesses that register with Department after January 2009, are valid for two years and may be renewed for four years.  

Contractors will have a separate permit process:

· A detailed report about their purchases for resale will be required annually in order to renew their permit

· Information will be used to decide whether to issue or renew a  permit

· Seller permits for qualifying contractors will only be valid for 12 months

The Department is required to develop a system for businesses to electronically verify the seller’s permit and a report to the legislature is due 12/01/09.

Effective January 1, 2010

Environmental Tax Incentives (ESSB 6170 – Chapter 459, Laws of 2009)

This bill provides tax incentives for selected environmental activities with varying effective dates and includes:

Renewable Energy 

This bill provides an exemption to replace the previous sales and use tax exemption for machinery and equipment (M&E) used to generate energy using alternative power sources which expired on June 30, 2009.

The new exemption provides a sales/use tax exemption for sales tax paid on M&E used to create energy from fuel cells, sun, wind, biomass energy, tidal and wave energy, and a variety of other ways.

· The facility must be capable of generating 1000 watts of electricity or more. 

· The exemption is in the form of a remittance

· 100 percent exemption from July 1, 2009 – June 30, 2011



· 75 percent exemption from July 1, 2011 – June 30, 2013

· The exemption expires June 30, 2013.

A new sales/use tax exemption for solar energy M&E (and labor charges to install such equipment) was also provided for facilities that are not capable of generating more than 10 kilowatts of electricity.  100 percent exemption can be claimed with an exemption certificate at the time of sale.

Radioactive Waste Cleanup

Effective July 1, 2009, this bill expands the eligibility for the B&O tax rate on radioactive waste cleanup to include:

· Information technology and computer support;

· Services rendered in respect to infrastructure; and 

· Security, safety, and health services.

Hog Fuel Incentives 

A sales/use tax exemption is provided for hog fuel used to produce electricity, steam, heat, or biofuel.  Hog fuel is defined as wood waste and other wood residuals including forest derived biomass.

Biomass Energy Incentives

A B&O tax credit is provided for harvesters of forest derived biomass sold or used for production of electricity, steam, heat, or biofuels.   The credit amount is listed below and expires June 30, 2013.

· July 1, 2010 – June 30, 2013 – at $3 per harvested green ton

· July 1, 2013 – June 30, 2015 – at $5 per harvested green ton

Livestock Nutrient Incentives

This bill provides a list of equipment and certain charges related to facilities that qualify for a sales/use tax exemption.

· The exemption includes:

· Specified equipment used exclusively to handle and treat livestock nutrients;

· Repair and replacement parts for the specified equipment;

· Charges for labor and repair for installing replacement parts, and for repairing, cleaning, altering or improving the specified equipment;

· Charges for labor and services for repairing, cleaning, altering, or improving existing specified facilities; and

· Purchases of tangible personal property that becomes an ingredient or component of existing facilities.

The bill also clarifies that labor and services related to the construction of a new livestock nutrient management facility or the replacing of such a facility are not exempt.

Solar Energy and Semiconductor Incentives

Beginning October 1, 2009, the B&O tax rate is reduced to 0.275 percent for manufacturing or wholesaling of solar energy systems using photovoltaic modules or solar grade silicon and an expanded list of materials used exclusively in components of solar systems or semiconductors.

The lower B&O rate expires on June 30, 2014 

The existing sales and use tax exemption provided for gases and chemicals used in the production of semiconductor materials is expanded to include gases and chemicals used in producing silicon solar wafers, silicon solar cells, thin film solar devices, or compound semiconductor solar wafers. This provision takes effect July 1, 2009, and expires December 1,

2018.
The cost-recovery incentive program for renewable energy is extended to “community solar projects”

· Community solar projects are eligible for incentives of 30 cents for each kilowatt-hour of energy produced

· The maximum credit taken by the utility in any fiscal year is increased from .25% of taxable power sales or $25,000, to 1% of taxable power sales or $100,000, whichever is greater.  

· The expiration date of the cost-recovery program is extended to 2020.

Log Transportation Business

Under this bill, the public utility tax rate for log transportation is reduced from 0.0180 to 0.0128.  “Log transportation business” means the business of transporting logs by truck, other than exclusively upon private roads.

High Mileage Hybrid Vehicles

This bill repeals the sales/use tax exemption for hybrid vehicles on August 1, 2009.  However, it exempts hybrids from the additional 0.3 percent multimodal sales/use tax on motor vehicles from August 1, 2009 – January 1, 2011. 
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