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IN THE SUPERIOR COURT OF WASHINGTON FOR KING COUNTY - —

GTE NORTHWEST INCORPORATED, a
Washington c0rpor;tion,

Plaintiff,

B89-2 12945 &

STATE OF WASHINGTON, DEPARTMENT
OF REVENUE; BENTON COUNTY, a
municipal corporation; CHELAN
COUNTY, a municipal corporation;
CLARK COUNTY, a municipal corpor-
ation; COWLITZ COUNTY, a municipal
corporation; DOUGLAS COUNTY, a '
municipal corporation; GRANT =

SUMMONS

COUNTY, a municipal corporation o & oo
ISLAND COUNTY, a municipal corpor- z= e i
ation; KING COUNTY, a municipal e D S =
corporation; OKANOGAN COUNTY, a O
municipal corporation; PEND. . s {\5723
ORIELLE COUNTY, a municipal Lo @ t‘.}_;;;,
corporation; SKAGIT COUNTY, a V’J\T‘x>~ >

municipal corporation; SKAMANIA
COUNTY, a municipal corporation;
SNOHOMISH COUNTY, a municipal
corporation; SPOKANE COUNTY, a
municipal corporation; and WHITMAN
COUNTY, a municipal corporation,
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Defendants.
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thomm

TO THE DEFENDANTS: A lawsuit has been started against you in the above °

entitled Court by plaintiff, GTE NORTHWEST INCORPORATED. Plaintiff's claim

is stated in the written Complaint, a copy of which is served upon you with

this Suhmons;

In order to defend against this lawsuit, jou must respond to the -

, oTE N }).:cu DEPARTMENT
, ] NORTHWEST INCORPORATED
SUMMONS -1- ) 1800 FORTY-FIRST STREET

PUPOCT™ 1§, “g1rm-~ = -
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Complaint by stating your defense in writing,_and by serving a copy upon the

person,signing this Summons within:tuenty (20) days after the service of this
737 Summons.,excludﬁﬁg the day of service, of @ default judgment.méy be entered
4 ragainst you without notice. A default judgment is one where plainiiff is
57 enfitled tquhat/he asks for because ypdihave nﬂz responded. If you serve a §
6 Notice of Appéarance on the undersigned person, yopAare‘Eniitled té nbtiter
= 7 before a default judgment may be entered. '

8 ‘You may demand that the plaintiff file this lawsuit with the Court. If
9 il you do so, the demand must be in uritiﬁg and mustrbe served ubon the person
10 signingthis SUmﬁohs;erithin fOurteenr(l4)”days after you serve the demand,
11 the plaintiff must file thi;-lawsuit with tﬁe Cquft,'or the service on you of
12 || this Summons and Complait w%ll be;vbid. 7 | |

13 If you wish to seekjthe sdvice of an attorney in this mattef, you ﬁhould
14 |l do so promptly so that your written response,/if any, may be served on time;

15 - This Summons is issued pursuant to Rule 4 of the Sdperior Court Civil

16 || Rules of the State of Washington.

17 DATED this 30$ day 09&\ 1989.
i8

19 { . ' _ !
20 4, )
21 1TH A. ENDEJAN
_ . LEIGH FULWOOD
2 A. TIMOTHY L. WILLIAMSON
' Attorneys. for GTE Northwest Incorporated
23 1800 4)st Street
Everett, Washington 98201
U 206-26]1-5008 ’
25
26
‘ GTE NORTHWEST BICORPOR
SUMMONS  -2- : : 1860 FORTY FIRST STREET
: EV;RET‘I} }\_»’A_@HL}GGTON”ZOI _
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IN THE SUPERIOR-COURT OF WASHINGTON FOR KING COUNTY ~

GTE NORTHWEST INCORPORATED, a

Washington corporation,

Plaintiff,
V.

SfATE OF WASHINGTON, DEPARTMENT

OF REVENUE; BENTON COUNTY, a-

municipal corporation; CHELAN
COUNTY, a municipal corporation;
CLARK COUNTY, a municipal corpor-
ation;: COWLITZ COUNTY; a municipal
corporation; DOUGLAS COUNTY, a
municipal corporation; GRANT
COUNTY, a municipal corporation

ISLAND COUNTY, a municipal corpor-"

ation; KING COUNTY, a municipal
corporation; OKANOGAN COUNTY, ‘a.
municipal corporation; PEND -
ORIELLE- COUNTY, a nunicipal :
corporation; SKAGIT COUNTY, a
municipal corporation; SKAHANIA
COUNTY, a municipal corporation;
SNOHOHISH COUNTY, a municipal
corporation; SPOKANE COUNTY, a
municipal corporation; and HHITHAN
COUNTY, a municipal corporation,

) Defendants.

’89 -2 12965 L2
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Plaintiff, GTE Northwest Incorporated ("GTE-NW"), for its complaint

against defendants, states as follows:

1. Plaintiff GTE-NW is a Washington corporation uhich'is who]]y-owhed by

GTE Corporation, a New York corporation.

COMPLAINT -1-

PARTIES

GTE NORTHWEST INCORPORATED

GTE-N¥ maintains

COMPLAINT FOR DE NOVO REVIEW
OF BOARD OF TAX APPEALS DECISION
AND FOR REFUND OF TAXES PAID

LEGAL DEPARTMENT
1800 FORTY-FIRST STREET

EVERETT. WASHINGTON 9820)

its corporate
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headquar;te‘rs and principal place of business in Everett, Washington.
2. GTE-NW is an ‘interstate company duly authorized to do business in :
3 the states of Hashingfon, Oregon__, ldahp and Montana (hereihafter: GTE-NH;s
4 “four-state network area') GTE-NW operates a telecomunications‘syetem in
L 3 4 its four- state network area providing serv:ces as a public utlhty under the
: ,57 rate and tarlff regulahon of the four states involved. 7
! 3. GTE-NW owns and utilizes real and personal property “(hereinafter:
8 operatmg property®) located across its four- state network area to prov1de |
9 it public uhhty teleconmumcatlon serv1ces to customers ‘in porhons of the -
10t following courmes in the state of Hashmgton Benton, Chelah, Clark,

‘“A Cowlitz, Douglas, Grant, Island, King, Okanogan, Pend Oreiﬂe,_Ska_git,

- 12 || Skamania, Snohomish, Spokane and Whitman,

13 , 4. Defehdant, State 7of Washington Departiﬁent of Revenue {hereinafter: {
14 Vthe "D0R") is an agency of the state of Hashmgton which 1s charged by : !
15 Hashlngton law with the responsibility, on an annual basis, of: :
i .
16 i (2a) Determining the true cash value of the operating property of ,
- each interstate company operating in Washington; :
’ (b) Apportioning to Hashmgton that part of the value of each |
18 interstate company’s operating property which represents the |
" value of the portion of that property in Washington; ;
| (c) Apportioning the value of the operating property in Washington
20 equitably among the counties in Washington where the interstate .
’ company operates;
i
(d) Determining the equalized value of the operating property .
22 apportioned to each county; and,
23 (e) Certifying the equalized value of the operating property to
local county assessors for placement on each county’s
U ‘ respective tax roll.
25 5 Defendant counties, Benton, Chelan, Clark, Cowlitz, Douglas, Grant,
26
LEGAL DEPARTMENT

1800 FORTY-FIRST STREET

GTE NORTHWEST INCORPORATED
- if COMPLAINT -2.
, - EVERETT. WASHINGTON 98203
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Island, King, Okanogan, Pend Oreflle, Skagit, Skamania, -Snohomishr Spokane
and Whitman are public corporate bodies uhich have each levied and collected
1987 assessment year ad valorem property taxes from GTE- NH for operatmg
property of GTE-NW, which was subJected by DOR to a palpably excessive,
fundamentally erroneous, dtscrlmlnatory,rand grossly 1nequ1table valuation as
set forth more fully below. »
| 11, NATURE OF ACTION

6. Plaintiff GTE-NW brings this actmn aga1nst defendant DOR and

defendant counties pursuant to R.C.WN. 82. 03. 180 84.68.020 and 84.68.050.00

to recover a refund of the excessive ad valorem property taxes (plus interest

_thereon) which GTE- NH was requzred to pay for the 1987 assessment year, and

did pay (under protest) as a result of the DOR’s excesswe valuation.

ll!,; THE CHALLENGED VALUATION AND TAX OVERPAYMENT

7. On August 19, 19877 the DOR determined the. “true cash value for

assessment year 1987 of the operatmg property in GTE-NW’s four-state network |

area to be Sl 333,000,000 of which 59% was allocated to Washington, resulting
in $746,200, 000 in value being. apportioned to the defendant counties for ad
valorem taxation purposes.

8. GTE-NH contended. that the “"true cash value® of its four-state
operating property should have been determned to be $1,081,409,600,
resulting in an apportionment of §597,761,664 in value to be taxed by
defendant counties in the state of Washington. The DOR over-valued GTE-NW's
operating property in its four-state network area by over One Quarter Billion
Dollars, resulting in an excessive valuation of éTE-NH_’s Washington state
opgrating property. .

9. GTE-NW requested and obtained an informal review of the DOR’s

SrempsaTn,
- GTE NORTHWES ATED
COMPLAINT -3- 1800 FORTY-FIRST STREET
EVERETT, WASHINGTON 98261
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valuation by the Haﬁhington Board of Tax Appeals ('BTA'). By decision dated
August 25, 1988, the BTA sustained the DOR’s,valuration of GTE-NW's Hashington
operatlng property at $746,200,000. | o » ' -

10. GTE NW pald ad valorem taxes to the defendant counties in 1988 for
the assessment year 1987 in the foll_omng amounts which ,subst_a,nha‘.ly :
exceeded fhe property tax liability ,ihat GTE-NW would havé, bor'r'l.e had it§

operating property been assessed in an equitable fashion:

. Benton County $ 1,152,570.64
Chelan County ' $ 541,430.60
Clark County: $ 122,488.53

Cowlitz County $ 25,035.82
Douglas County $  186,912.68
Grant County $  86,188.40
Island County $ 243,623.00
King County $ 1,849,657.02
Okanogan County $ 27,159.907 .
Pend Orielle County $  63,006.46
Skagit County $ 259,183.08
Skamania County $ 13,312.16 .
Snohomish County $ 4,516,845.58 ..
Spokane County $ 29,793.38
Whitman County $  345,884.48

TOTAL $ 9,464,090.90
11. VGTE-NH paid the aforementioned excessive ad valorem property taxes
to the defendant counties under protest, advising each of the counties of the

basis for its protest. This was a tax overpayment of in excess of $1.5

Million.

1IV. FIRST CAUSE OF ACTION
The DOR's Valuation Rests On A Fundamentally Mrong Basis or Theory
12. Plaintiff GTE-NW realleges and incorporates by reference herein the
allegations set forth in paragraphs 1 through 11, inclusive, above.
13. Pursuant to fts own regulations (WAC 458 50-080), the DOR was

requwred to ascertaln the “"true cash value' of GTE NW’s “operating property®

q 550:\1. DEPARTMENT =
, GTE NORTHKWEST INCORPORATED
COMPLAINT -4- : 1800 FORTY-FIRST STREET

EVERETT. WASHINGTON 9401
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by reference to its °.. -‘market value,’ {.e,, the amount of money a buyer

willing but not obligated to buy would pay for such operating property from a

seller wﬂhng but not obligated to sel] In arriving at a determmatlon of |

such value. the [DOR] may consider gnly those factors which Can, mthln Feason
be said to affect the prlce in negotlations between a wi?hng purchaser and a.
willing seller,A and .the department . shall consider 211 ‘such factors to the
extent the reliable information ts avaﬂable to support 2 judgment as to the
"probable effect of such factors on price " [Emphasis added ]

14. The DOR- deternnned that the market-oriented valuatwn rule of WAC
458-50-080 could best be followed by app]ying 3 "unit valuation" or gomg:
concern” approach that considered the value of GTE-NW’'s four- state network
area operating property as part of an integrated business enttty. In so

doing, the DOR recognized that the value of GTE-NW's operatmg property had

‘to be the probable price the interstate network would command in a public

arm’s length sale. However, the DOR then de\nated from this principle by
setting the value of GTE-NW's operating property at the historic cost of the
operating property, less depreciation--an accounting figure that was clearly
unrelated to the income-generating capacity of the system in violation of WAC
458-50-080. |

15.° When the DOR used historic cost, less depreciation, as a surrogate
for the market value of GTE-NW's operating property, the DOR refused to make
any deduction or to give any recognition to a significant disputed fact,

namely:  $209,558,800 of the historic cost of GTE-NW's operating property

represents “accumulated deferred federal income taxes"--assets on which |

GTE-NW is precluded from earning any return by regulators in its four-state

network area.

LEGAL DEPARTMENT f

, ‘ GTE NORTHWEST INCORPORATED
COMPLAINT -5- . . 1800 FORTY-FIRST STREET
EVERETT. WASHINGTON 94201
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“ COMPLAINT  -6- ' : | GTE NORTHWEST INCORPORATED

16. GTE-NW is informed and believes, and thereon alleges, that the DOR
relied solely on the valuﬁtion it h’ad‘k derived from GTE-NW's historic cost
data, less deprecnahon, and ignored elementary and fundamenta] financial and
regu]atory principles that would be a prinary consideration to a ui)]irg

buyer of GTE-NW's operatlng property Addlhonal]y, GTE-NW is further

-mformed and beheves, and thereon a]leges, that the DOR constructed an
income appral..al whlch artificially approxlmated its ‘historic cost, 1less

'deprecntwn valuation, (a) by using short term market data skewed to avoid |

and d1sregard real market*factors {e.q., the prempltous equrty yield

increases for the fourth quarter in 1987); (b) by relying on a capitalization |

rate (8. 63%) which was derwed from raw common stock earnings/price ratios,

- and which patently dlsregarded fundamental economcs prmcwples (gg

opportumty cost®); and {c) by applying a "direct capitalization® approach
that, only one year prev;ously,_ both the DOR ‘and the BTA had rejected as

being unsupportable in _a valuation of GTE-NN’'s operating property (in a case

where application ‘of that technique would have reduced the valuation of |

GTE-NH’s property for taxation).

V. SECOND CAUSE OF ACTION
Ihe DOR's Arbitrary Valuation Techniques And Its Disreqard

f Principles o t1ity Requlation Deny GTE-N¥ Fqual Pr tection

Under The Law And Results In Non-Uniform Taxation

— i s

17. GTE-NW realleges and incorporates by reference herein the

allegations set forth in paragraphs 1 through 16, inclusive, above.

18. Under the Washington Constitution (Const. art.- 7, § 1 (amendment

14)), the DOR »is obligated to assure that "...all taxes [are] uniform upon

‘the same class of property within the territorial limits of the levying

authority t Additionally, under the l4thrAmendmer_\t to the U. S.

- LEGAL DEPARTMENT

1860 FORTY-FIRST STREET
E\ BRET’I‘ WASHINGTON 98201
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Constitution, the DOR 1is precluded from subjecting GTE-NW to fundamentally
unfair hearing and review procedures or to discri-inatory taxation.

19. The viluation technique applied by DOR to GTE Nw's operating
property for assessment year 1987 uas fundamentaﬂy unfair because the |
methodo]ogy used to valuate GTE-NW’'s operating property is arbatra’rsly'
altered from year to year to obtain the highest possible valuation for ‘tax
purposes in violation of GTE-NW's constitutional rights I

20. GTENH is informed and beheves, and thereon a]leges, that the
valuatlon techmque applied by the DOR for GTE-NW’s operatmg property for
assessment year 1987 was dlscnmmatory, and vwlated the Hashtngton state
constitutional mandate for uniform taxation because simi'lar property held by
different taxpayers for the “same mcorne-generating purposes 1is sub_jett to

different tax burdens without any: logicel_ basis for &istinction.

Specifically, DOR has bised —its valuation of GTE-NK’s  operating property

- —ry o

SOlely on the historic cost of property and facilities on which GTE-NW is
prohibited from realizing any return. GVE-NW is informed and believes, and :
thereon alleges, that any non-utility taxpayer which could document a

comparable discrep_ancy between the historic cost and income_-generating

=

P PR

capacity of its property would be granted a reduction in value for tax, e.g

for "economic obsolescence.*

V1. LIEF REQUESTED ON BOTH CAUSES OF A
2l1. For the reasons set forth in paragraphs 1 through 20, inclusive,
above, the valuation of GTE-NW’s operating property in Washington was
palpably excessive, non-uniform and discriminatory. The defendant countifes’
actions. in levying _and collecting taxes based on that valuation was,
therefore, unlawful.

LEGAL ospmrg:ma
GTE NORTHWEST INCORPORATED .
COMPLAINT -7- 1800 FORTY-FIRST STREET
EVERETT. WASHINGTON 95201
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22. Havingipaid excessive taxes under protest;VGTE-NH is entitled to a
refund from éath'df the defendant counties in an amount to be calculated on

the basis of a proper, equitable and uniform valvation of GTE-NW’s Hashingtop

Shr e mae e annm

operating properties in*ldtcordahce ‘with the findings of the court ~after

trial.™ : - -

i HHEREFOREf based upon thg foregoing, GTE-NW demands Judgment against the .
DOR and each éounty defendant as follows: |

1. Determining the “proper valuation of GTE-NU taxable system
properties in Washington based upon proper valuatiens for the
1987 assessment year; :

2. Ordering payﬂént to GTE-NW of excessive and/or unlawful
~ property taxes paid to each defendant county for the 1987 ;

assessment - year together with legal interest and a)lowable »
costs herein; o -

3. VAFor'an order reversing the BTA’s decision, stating the proper
/valuation as determined by this Court of GTE-NW's taxable -
- property in Washington State; i B '

4. For such other relief as the Court deems just and proper.

DATED this 30 " day of/&gb. 1989.

TH A. ENDEJAN

LEIGH FULWOOD
. TIMOTHY L. WILLIAMSON

Attorneys for GTE Northwest Incorporated

1800 41st Street

Everett, Washington 9820]

206-261-5008 ‘

\\:'1‘

e LEGAL ncnnm;:nr
GTE NORTHWEST INCORPORATED
COMPLAINT -8- : 1800 FORTY-FIRST STREET

: EVERETT, WASHINGTON 9820)

CAPORY YRy Anng )




