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HOUSE BI LL 2762

St ate of WAshi ngt on 58th Legislature 2004 Regul ar Sessi on

By Representatives Santos, Kagi, Conway, Moel | er, Hunt, Cody,
Hudgi ns, Sinpson, G, Kirby, Chase, Darneille and Mrrel

Read first tine 01/20/2004. Referred to Commttee on Fi nance.

AN ACT Relating to private business entities supported by state tax
preferences; adding a new chapter to Title 82 RCW and providing an
ef fective date.

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

NEW SECTION. Sec. 1. The legislature finds that when public
funds, through tax preferences, are used to support private enterprise,
the public my gain through the <creation of new jobs, the
diversification of the econony, and by raising living standards. The
|l egislature further finds that such returns on taxpayers' public
i nvestnments are not automatic and that tax preferences may result in a
greater tax burden to those not eligible for public support or may
result in a lower return to the public than if the taxes were collected
and spent on education, health care, or other critical social services.
Therefore, in order to inprove the effectiveness of tax preferences for
supporting private enterprise and to ensure that they achi eve the goal
of raising living standards for working famlies and strengthening the
Washi ngton state econony, the legislature finds it necessary for the
state and its political subdivisions to collect, analyze, and nake
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publicly available information regardi ng those tax preferences and to
enact eligibility standards and safeguards for their use.

NEW SECTION. Sec. 2. Unless the <context «clearly requires
otherw se, the definitions in this section apply throughout this
chapter.

(1) Business "tax preference" nmeans an exenption, exclusion, or
deduction fromthe base of a state tax, a credit against a state tax,
a deferral of a state tax, or a preferential state tax rate.

(2) "Full-time permanent job" neans a job in which the new enpl oyee
works for the business at a rate of at least thirty-five hours per
week.

(3) "Part-tine" job neans a job in which the new enpl oyee works for
the business at a rate of less than thirty-five hours per week.

(4) "Tenporary job" nmeans a job in which the new enpl oyee is hired
for a specific duration of time or season.

(5) "Local hire agreenents" neans contracting wth Washington state
registered contractors who enploy predomnantly Washington state
residents.

(6) "Wage bands" neans the follow ng six groupings of wage rates:

(a) Up to the state m ni mum wage plus two dollars per hour

(b) Between the state m ni num wage plus two dollars and one cent to
the state m ni num wage plus four dollars per hour

(c) Between the state m ni num wage and four dollars and one cent to
the state m ni num wage plus six dollars per hour;

(d) Between the state m ni mum wage and six dollars and one cent to
the state m ni num wage plus eight dollars per hour;

(e) Between the state m ni mum wage plus eight dollars and one cent
to the state m ni num wage plus ten dollars per hour

(f) Geater than the state m ninum wage plus ten dollars and one
cent per hour.

NEW SECTION. Sec. 3. In order for private businesses to qualify
for tax preferences, they nust conply with the following eligibility
st andar ds:

(1) There must be a net creation of full-tine permanent jobs in
Washi ngton state by each business receiving tax preferences within two
years of receiving the tax preference.
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(2) New jobs created will pay no | ess than the prevailing wage rate
for that industry or the county average wage, whichever is greater

(3) Each busi ness nmust provide enployer-paid health benefits at no
| ess than the value of the state's basic health plan, dental coverage,
vacation and sick |l eave, and an ERI SA-qualified retirenment plan.

(4) The construction or installation of plant and equi pnent will be
done through local hire agreenents, pay the prevailing wage rate, and
be covered by project | abor agreenents where applicable.

NEW SECTION. Sec. 4. The following information and data, on a
busi ness specific basis, shall be reported annually to the departnent
and be nade available for public disclosure:

(1) Each business nust submt a statenent explaining why it needs
the tax preference in order to create new jobs or to fulfill some other
public benefit that raises the |iving standards of Washi ngton workers
or strengthens the Washi ngton state econony;

(2) The nunber of net new jobs created annually in Washington state
as a result of receiving the tax preference broken down by full-tine,
part-tinme, and tenporary job categories;

(3) The wages of each new job reported in wage bands;

(4) A description of the anpbunt and |evel of enployer-provided
benefits including health and dental insurance, vacation and sick
| eave, and retirenent benefits;

(5 The businesses' enploynent Ilevel in states other than
Washi ngton and their enploynent |evel outsourced to other countries;

(6) Each business nust report the dollar value for each state tax
preference it receives over the previous four cal endar quarters.

NEW SECTION. Sec. 5. Business tax preferences shall be subject to
the follow ng qualifications:

(1) Al business tax preferences shall clearly state the public
pur pose and benefit for which they were created.

(2) Al business tax preferences expire in five years or |ess
except as provided in subsection (3) of this section.

(3) No individual business may receive a particular tax preference
for nmore than five years unless there are extraordinary circunstances
which detail a significant public benefit from extending the tax
preference to that business. If the legislature determnes that a
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significant public benefit is derived fromthe tax preference, it shall
anmend the expiration date to extend the tax preference for up to five
nore years.

(4) Any business that fails to neet the eligibility standards
establi shed pursuant to section 4 of this act nust imedi ately repay
the value of the tax preference to the departnent.

NEW SECTION. Sec. 6. The departnment wll annually collect,
anal yze, and neke available to the legislature and the public,
i nformati on regardi ng business tax preferences in the foll ow ng way:

(1) The department will create a tax preference disclosure form
which will capture, on a business specific basis, the information
specified in section 4 of this act and any other information the
departnment deens relevant to help analyze the effectiveness of the tax
pr ef er ence.

(2) The department will dissem nate the tax preference disclosure
formto all businesses applying for the tax preference. This formwl|
requi re each business to imedi ately submt a statenent as described in
section 4(1) of this act and to conplete the rest of the form and
return it to the departnent by July 1st of each year.

(3) The departnment will analyze this data and conpile an annua
report to the legislature due the first week of each Decenber. This
report will include at |least the follow ng information:

(a) The total annual dollar value of business tax preferences by
i ndi vidual tax preference;

(b) The geographic and industrial distribution of business tax
pr ef erences;

(c) A summary of the data in section 4 of this act;

(d) An analysis of whether goals of the tax preference are being
net .

(4) Al information in the tax preference disclosure forns is
deened not to be proprietary information and therefore shall be nade
avail able to the general public by the departnment upon request.

NEW SECTION. Sec. 7. The departnent shall adopt rules to
i npl enent this act.

NEW SECTION. Sec. 8. This act takes effect July 1, 2004.
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NEW SECTION. Sec. 9. Sections 1 through 8 of this act constitute

a new chapter

in Title 82 RCW

~-- END ---

p. 5 HB 2762



	Section 1.
	Section 2.
	Section 3.
	Section 4.
	Section 5.
	Section 6.
	Section 7.
	Section 8.
	Section 9.

