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2906 AVH MORR H5236. 1

HB 2906 - H AMD 1007

By Representative Mrris

On page 3, after line 29, insert the foll ow ng:

"NEWSECTION. Sec. 3. A newsectionis added to chapter 82.04 RCW
to read as foll ows:

(1) The definitions in this subsection apply to this section
sections 4 and 5 of this act, RCW82.62. 030, and sections 10 through 17
of this act, unless the context clearly requires otherw se.

(a) "Business" neans the person applying for the tax deferral
credit, or exenption.

(b) "Construction” neans the construction of a manufacturing
operation conplex and includes | abor and services rendered in respect
to construction. "Construction"” ends when a project is conpleted as
det erm ned under subsection (2)(c) of this section

(c) "Distressed county" nmeans a county in which the average | eve
of unenploynent for the three years before the year in which an
application is filed under this chapter exceeds the average state
unenpl oynment for those years by twenty percent.

(d) "Enploynent position"” neans a position in which a permanent
full-time enpl oyee is enployed in a project during the entire tax year.
"The entire tax year" neans the full-tinme position is filled for a
period of twelve consecutive nonths. "Full -time" neans at |east
thirty-five hours a week.

(e) "Equipping and operating" neans the acquisition of tangible
personal property for use at the manufacturing operation conplex, and
i ncl udes | abor and services rendered in respect to the installation of
t angi bl e personal property.

(f) "Finished product” neans an article, substance, or comodity
that is manufactured at and shipped from the manufacturing operation
conpl ex.

(g) "Manufacturing operation conplex" nmeans the buildings,
structures, and inprovenents |ocated at the site where the
manuf acturing activity occurs. The conpl ex includes the buildings,
structures, and inprovenents used to receive, store, and ship raw
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materials and finished products as well as buildings, structures, and
i nprovenents used for the manufacturing production line. In addition,
the term includes all admnistrative offices, enployee support
facilities, and production support facilities |located at the site. The
manuf act uri ng operation conpl ex does not i ncl ude buil di ngs, structures,
and i nprovenents |ocated off of the site.

(h) "Person" has the neaning given in RCW 82. 04. 030.

(i) "Project"” neans the site preparation, construction, and
equi ppi ng and operating of a manufacturing operation conpl ex.

(j) "Raw material" neans the ingredients, conponents, substances,
articles, or other tangible personal property that is received at the
manuf act uri ng operati on conpl ex for use as i ngredi ents or conponents of
the finished product.

(k) "Site" nmeans a discrete geographical |ocation.

(I') "Site preparation” neans denolition of existing inprovenents,
envi ronnent al remedi ati on, earth novi ng, land clearing, site
excavation, and shoring, and includes |abor and services rendered in
respect to site preparation.

(2) As a conditiontoreceiving initial approval and as a condition
of continuing eligibility, the followng criteria nust be net:

(a) The project nust be located in a distressed county and nust be
owned and operated by a person who neets the definition of
"manuf acturer” as defined in RCW 82.04. 110;

(b) The business nust commt to an investnent, by the tine of
conpletion of the project, in land, structures, and equipnent, the
value of which nust be at |east four percent of the total of the
equal i zed assessed value in the county in which the project is |ocated.
The total equalized assessed value in the county is as published
annually by the departnent in accordance wth RCW 84.48.080.
Continuing eligibility is conditioned on this investnent having
actual ly occurred;

(c)(i) The business nust commt to and nust create a m ni mum of
twenty new enploynent positions at the project within two years of
conpl etion of the project.

(1i) The business nust commt to and create one new enpl oynent
position for each two mllion dollars invested in the project within
two years of conpletion of the project. The twenty m ni mum positions
in (c)(i) of this subsection are part of and not in addition to the
positions required to neet the investnent to job ratio.
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(ii1) The individuals in the new enpl oynent positions nmust be the
enpl oyees of the business and nust not have been rel ocated from ot her
| ocations of the business within this state. Conpletion of the project
is deenmed to have occurred when the project is capable of operating and
produci ng finished products. The departnent of community, trade, and
econom ¢ devel opnent shall determ ne when the project is conplete;

(d) The business nust commt to and nust pay an average wage of at
| east one hundred fifty percent of the average wage in the county. The
enpl oynent security departnent shall determ ne the average wage in the
county and shall report this amount to the departnment of community,
trade, and econom c devel opnent; and

(e) The business nmust remain operational for a fifteen-year period
after the project is conpleted. "Operational" neans that the | evel of
enpl oynment at the manufacturing operation conplex nmust not drop bel ow
the total enploynment positions required under (c) of this subsection.

(3)(a) The departnment of comrunity, trade, and economn c devel opnent
shall determne the eligibility of a business and certify eligibility
to the departnment of revenue.

(b) Approval of the project by a public vote of the governing body
of the county or city in which the project is located is a precondition

to deferral certification by the departnent of revenue. |If the county
or city approves the project, the county or city shall send a witten
notification of the approval to the departnent of revenue. If the
project is in two jurisdictions, both jurisdictions nust approve the
proj ect .

(c) Wien both of the notices under (a) and (b) of this subsection
are received, the departnment of revenue shall issue a sal es and use tax

deferral certificate for use under sections 4 and 5 of this act.

(4) In addition to the initial certification under subsection (3)
of this section, the project nust be reviewed by the departnent of
community, trade, and econom c devel opnent each year for continuing
eligibility. The business shall provide an annual report to the
departnent of community, trade, and econom ¢ devel opnent, in a formas
required by the departnent, of its status relative to the eligibility
criteria under subsection (2) of this section. The departnent of
community, trade, and econom c devel opnent shall review the annua
report and determne whether the project continues to neet the
eligibility criteria. The departnent of conmunity, trade, and econom c
devel opnent shall provide a witten notice of this determnation to the



© 00 N O Ol WDN P

e e e e e
N oo o0 A WOWN RO

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

business and to the departnent of revenue. Annual reapproval by the
county or city in which the project is located is not required. If the
project fails to neet the eligibility criteria the anmount of taxes
deferred under sections 4 and 5 of this act are immedi ately due.

(5) Taxes deferred under sections 4 and 5 of this act need not be
repaid if the project maintains its eligibility criteriafor afifteen-
year period. The fifteen-year period begins when the deferral
certificate is sent under subsection (3)(c) of this section by the
departnent of revenue to the business.

(6) Application for the deferral under sections 4 and 5 of this act
may not be accepted before the effective date of this section or after
June 30, 2003.

(7) The enpl oynent security departnment shall provide such data to
t he departnent of revenue and the departnent of community, trade, and
econom ¢ devel opnent as is necessary to admnister this section wage
data shall be updated annually to reflect current state and county
condi ti ons.

NEW SECTION. Sec. 4. A new section is added to chapter 82.08 RCW
to read as foll ows:

(1) A person that has received a certification fromthe departnent
under section 3(3)(c) of this act may use that certificate for deferral
of the state share of taxes due under this chapter on the site
preparation, construction, and equi ppi ng and operati ng of the project.

(2) The certificate is not valid for sales that occurred before
certification by the departnment. After the project is determ ned to be
conpl ete under section 3(2)(c) of this act, the certificate is limted
to taxes related to equi pping and operating of the project.

(3)(a) The certificate my be used for fifteen years after its
I ssuance.

(b) The deferral under this section is conditioned on the business
remai ning eligible under section 3 of this act. |If the project fails
to neet the eligibility criteria, the anmpount of taxes deferred under
this section are i medi ately due. The departnent shall assess interest
at the rate provided for delinquent excise taxes, but not penalties,
retroactively to the date of deferral

(4) The buyer nust keep such records as the departnment requires for
audit and verification purposes.
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NEW SECTION.. Sec. 5. A new section is added to chapter 82.12 RCW
to read as foll ows:

(1) A person that has received a certification fromthe departnent
under section 3(3)(c) of this act may use that certificate for deferral
of the state share of taxes due under this chapter on the site
preparation, construction, and equi ppi ng and operating of the project.

(2) The certificate is not valid for tax due on use that occurred
before certification by the departnent. After the project 1is
determined to be conplete under section 3(2)(c) of this act, the
certificate is limted to tax due on use of tangible personal property
related to equi ppi ng and operating of the project.

(3)(a) The certificate my be used for fifteen years after its
I ssuance.

(b) The deferral under this section is conditioned on the business
remai ning eligible under section 3 of this act. |If the project fails
to neet the eligibility criteria, the anmbunt of taxes deferred under
this section are i medi ately due. The departnent shall assess interest
at the rate provided for delinquent excise taxes, but not penalties,
retroactively to the date of deferral

(4) The buyer nust keep such records as the departnment requires for
audit and verification purposes.

NEW SECTION. Sec. 6. A new section is added to chapter 82.14 RCW
to read as foll ows:

The deferral under sections 4 and 5 of this act is for the state
portion of the sales and use tax and does not extend to the tax inposed
in this chapter.

Sec. 7. RCWS81.104.170 and 1997 c¢ 450 s 5 are each anended to read
as follows:

Cities that operate transit systenms, county transportation
authorities, netropolitan nmunicipal corporations, publictransportation
benefit areas, and regional transit authorities may submt an
aut hori zing proposition to the voters and if approved by a majority of
persons voting, fix and inpose a sales and use tax in accordance with
the terms of this chapter, solely for the purpose of providing high
capacity transportation service.

The tax authorized pursuant to this section shall be in addition to
the tax authorized by RCW82.14. 030 and shall be collected fromthose
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persons who are taxable by the state pursuant to chapters 82.08 and
82. 12 RCW upon the occurrence of any taxable event within the taxing
district. The maxi mumrate of such tax shall be approved by the voters
and shall not exceed one percent of the selling price (in the case of
a sales tax) or value of the article used (in the case of a use tax).
The maximum rate of such tax that may be inposed shall not exceed
ni ne-tenths of one percent in any county that inposes a tax under RCW
82.14.340, or within a regional transit authority if any county within
the authority i nposes a tax under RCW82. 14. 340. The exenptions in RCW
82.08.820 and 82.12.820 are for the state portion of the sal es and use
tax and do not extend to the tax authorized in this section.

The deferral in sections 4 and 5 of this act is for the state
portion of the sales tax and does not extend to the tax i nposed in this

chapter.

NEW SECTION. Sec. 8. A new section is added to chapter 82.32 RCW
to read as foll ows:

The departnent of revenue may devel op and institute a tax reporting
met hod whereby the taxpayer uses deductions, «credits, or other
accounting techniques, as directed by the departnent, to allow the
departnment to adm nister, and the taxpayer to report, the deferral in
sections 4 and 5 of this act sinply and efficiently. Taxpayers who are
entitled to this deferral and sellers who receive deferral certificates
from buyers shall keep their records in a formand nmanner as directed
by the departnent so that the departnment can distinguish between
t axabl e and exenpt transactions.

Sec. 9. RCW82.62.030 and 1997 c¢c 366 s 5 are each anended to read
as follows:

(1) A person shall be allowed a credit against the tax due under
chapter 82.04 RCW as provided in this section. For an application
approved before January 1, 1996, the credit shall equal one thousand
dollars for each qualified enploynent position directly created in an
el i gi bl e business project. For an application approved on or after
January 1, 1996, the credit shall equal two thousand dollars for each
qualified enploynent position directly created in an eligi bl e business
proj ect. For an application approved on or after July 1, 1997, the
credit shall equal four thousand dollars for each qualified enpl oynent
position with wages and benefits greater than forty thousand dollars
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annually that is directly created in an eligible business. For an
application approved on or after July 1, 1997, the credit shall equal
two thousand dollars for each qualified enpl oynent position w th wages
and benefits | ess than or equal to forty thousand dol |l ars annual Iy that
is directly created in an eligible business.

(2) The departnment shall keep a running total of all credits
granted under this chapter during each fiscal year. The depart nment
shall not allow any credits which woul d cause the tabul ation to exceed
five mllion five hundred thousand dollars in fiscal year 1998 or 1999
or seven mllion five hundred thousand dollars in any fiscal year
thereafter. |If all or part of an application for credit is disallowed
under this subsection, the disallowed portion shall be carried over for
approval the next fiscal year. However, the applicant’s carryover into
the next fiscal year is only permtted if the tabulation for the next
fiscal year does not exceed the cap for that fiscal year as of the date
on which the departnent has disall owed the application.

(3) No recipient may use the tax credits to decertify a union or to
di spl ace existing jobs in any community in the state.

(4) No recipient may receive a tax credit on taxes which have not
been paid during the taxable year.

(5) A business that has received certification fromthe departnent

of revenue under section 3 of this act is eligible for an annual credit

of four thousand dollars for each of the positions used to establish

project eligibility. Positions created in excess of those required to

mai ntain eligibility are also eligible for the credit under this

subsection. The business nmay apply for the credit once the project is

conplete, as deternmined in section 3 of this act. The busi ness nay

apply each of the successive seven vears following its initial

application under this subsection and shall receive the credit if the

conti nuing enpl oynent requirenents of section 3 of this act are net.

The credits granted under this subsection do not affect the caps under

subsection (2) of this section and the fifteen percent requirenent

under RCW82.62.010. Application for the credit under this subsection

may not be accepted before the effective date of this section.

NEW SECTI O\ Sec. 10. (1) Al real and personal property
bel onging to a business and used in connection with a project that
qualifies wunder this chapter is exenpt from ad valorem property
taxation for fifteen successive years from conpletion of construction
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and certification of the project, as determ ned under section 3 of this
act .

(2) The exenption does not include real or personal property
acquired or constructed prior to the approval of the application
prescribed in this chapter. The exenption provided by this chapter is
in addition to any other incentives, tax credits, or grants provi ded by
I aw.

(3) The definitions in section 3 of this act apply to this chapter,
wher e applicabl e.

NEW SECTION.  Sec. 11. A person naking application for exenption
under this chapter nust neet the requirenents of section 3 of this act
and nust enter into a contract approved by the departnent and the
governi ng body or bodies of the city or county in which the project is
| ocated. In the contract the applicant nust agree to the requirenents
of section 3 of this act and this chapter. The departnent of revenue
may not accept any application for exenption under this chapter after
June 30, 2003.

NEW SECTI ON.  Sec. 12. An applicant seeking a tax exenption under
this chapter nust conplete the foll ow ng procedures:

(1) The applicant shall apply to the departnent on fornms prepared
by the departnent. The application for exenption nmust contain the
fol | ow ng:

(a) A description of the manner in which the applicant intends to
proceed with acqui sition and construction of the project, together with
proposed tinme franes for acconplishing the requirenments of section 3 of
this act and this chapter; and

(b) A statement that the applicant is aware of the potential tax
liability that will be inposed if the property ceases to be eligible
for the exenption provided under this chapter.

(2) The applicant nust verify the application for exenption by oath
or affirmation.

(3) The departnent nmay permt the applicant to revise an
application for exenption before final action on the application is
t aken by the departnent.

NEW SECTI ON. Sec. 13. The departnent nay approve the application
for exenption filed under this chapter if it finds that:
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(1) The proposed project is or will be, at the tinme of conpletion,
in conformance with all applicable |ocal government regulations in
effect at the tinme the application for exenption is approved,

(2) The applicant has conplied wth all requirenents under this
chapter;

(3) The site of the project is located in a distressed county, as
defined by section 3 of this act; and

(4) The governing body of the county or city in which the project
is located has by a public vote approved the project and has sent a
witten notification of the approval to the departnent.

NEWSECTION. Sec. 14. (1) The departnent shall approve or deny an
application for exenption filed under this chapter within sixty days
after it is received, unless in the discretion of the departnent
additional tinme is necessary in order to nake a deci sion.

(2) If the application for exenption is approved, the departnent
shal |l issue the applicant a conditional certificate of tax exenption.
The certificate mnust contain a statenment by a duly authorized
admnistrative official of the departnent that the applicant has
conplied with the requirenents of this chapter.

(3) If the application for exenption is denied by the departnent,
t he deci ding adm nistrative official shall state inwiting the reasons
for the denial and nmail the notice to the applicant at the applicant’s
| ast known address within ten days of the denial.

(4) Upon receiving a denial of the application for a property tax
exenption under this chapter, the applicant may appeal the denial to
the board of tax appeals in accordance with the rules of practice and
procedure of the board. This appeal nust be submtted within thirty
days of the date the notice is received. |If the exenption is denied,
the sixty-day time period for approving the application for exenption
regarding the project nust be extended to the extent necessary to
accommodat e t he appeal process.

NEW SECTION. Sec. 15. (1) Upon conpletion of construction of a
project for which an application for exenption under this chapter has
been approved, the owner of the eligible business shall file with the
departnent the foll ow ng:

(a) Astatenent of the anmount of expenditures for |and, structures,
machi nery, and equi pnent made wth respect to the project;
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(b) A description of the work that has been conpleted and a
statenment that the owner’s property qualifies the property for
exenption under this chapter; and

(c) A statenment that the work has been conpleted within two years
of the issuance of the conditional certificate of tax exenption.

(2) Wthin thirty days of the date the statenments required under
subsection (1) of this section are received, the authorized
representative of the departnent shall determ ne whether the work
conpleted is consistent with the application for exenption and the
contract approved by the legislative authority of the local taxing
districts and is qualified for exenption under this chapter. The
departnent  shall also determne which conpleted inprovenents
specifically nmeet the requirenents and required findings.

(3) The departnent shall file the certificate of tax exenptionwth
the county assessor wthin ten days of approval if:

(a) The construction is conpleted within two years of the date the
conditional certificate of tax exenption was issued or within an
aut hori zed extension of this tinme limt; and

(b) The authorized representative of the departnment determ nes that
i nprovenents were constructed consistent wth the application for
exenption and other applicable requirements and the applicant’s
property is qualified for exenption under this chapter.

(4) The authorized representative of the departnment shall notify
the applicant that a certificate of tax exenption will not be issued if
the representative determ nes that:

(a) The construction was not conpleted within tw years of the
approval date or within any authorized extension of the tinme [imt;

(b) The inprovenents were not constructed consistent with the
application for exenption or other applicable requirements; or

(c) The applicant’s property is otherwse not qualified for
exenption under this chapter.

(5) If the authorized representative of the departnent finds that
the project was not conpleted wwthin the required time period is dueto
ci rcunstances beyond the control of the applicant and that the
appl i cant has been acting and could reasonably be expected to act in
good faith and with due diligence, the departnent may extend the
deadline for conpletion of the project for a period not to exceed
twenty-four consecutive nonths.

10
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(6) The decision by the deciding officer that an owner of an
eligible business is not entitled to a certificate of tax exenption may
be appealed to the board of tax appeals in accordance with the rul es of
practice and procedure of the board.

NEW SECTION. Sec. 16. (1) Wthin thirty days of the anniversary
of the date the certificate of tax exenption was issued and each year
thereafter for a period of fifteen years, the owner of the eligible
busi ness shall file with a designated representative of the departnent
of community, trade, and economc developnment an annual report
i ndicating the foll ow ng:

(a) Acertification by the owner that the use of the property has
not changed since the date the certificate was approved by the
departnent; and

(b) A description of changes or inprovenents made after the
certificate of tax exenption was issued.

(2) The departnment of community, trade, and econom c devel opnent
shal | annual |y determ ne whet her the busi ness neets the requirenents of
this chapter and shall annually report this determnation to the
departnent of revenue.

NEW SECTI ON.  Sec. 17. (1) Land, structures, and nmachinery and
equi pnent that have been exenpted under this chapter shall continue to
be exenpt if not converted to another use for at least fifteen years

fromthe date of issuance of the certificate of tax exenption. |If the
owner intends to convert the devel opnent to anot her use, the owner nust
notify the assessor within sixty days of the change in use. |If, after

acertificate of tax exenption has been filed with the county assessor,
t he assessor discovers that the use of a portion of the property has
changed or wll be changed to a use that no longer neets the
requi renents as previously approved or agreed upon by contract between
the departnent and the owner and that the eligible business no |onger
qualifies for the exenption, the tax exenption nmust be cancel ed and t he
foll ow ng nust occur:

(a) Additional property tax nust be inposed upon the property in
t he amount that would normally be i nposed, plus a penalty anmobunting to
twenty percent of the additional tax. This additional tax is
cal cul at ed based upon the difference between the property tax paid and
t he amount of property tax otherw se due and payabl e had the property

11
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not been granted an exenption. The tax, together with penalty and
interest, is due in accordance wth RCW 84.56.020 the year follow ng
the year the property no longer qualifies for exenption;

(b) The tax nust include interest upon the anount of additional tax
at the sanme statutory rate charged on delinquent property taxes from
the dates on which the additional tax could have been paid wthout
penalty if the property had been assessed at a val ue without regard to
this chapter; and

(c) An additional tax unpaid on its due date is delinquent. From
the date of delinquency until the additional tax and penalty are paid,
i nterest nust be charged at the sane rate applied by |law to delinquent
ad val orem property taxes. The additional tax owed together wth
interest and penalty becone a lien on the land and attach at the tine
the property or portion of the property no |longer neets applicable
requirenent. The lien has priority to and nust be fully paid and
sati sfied before a recogni zance, nortgage, judgnent, debt, obligation,
or responsibility to or with which the land may beconme charged or
liable. The |ien nay be forecl osed upon expiration of the sanme period
after delinquency and in the sane manner provided by law for
foreclosure of liens for delinquent real or personal property taxes.

(2) When a determ nation has been nade that a tax exenption is to
be canceled for a reason stated in this section, the departnment shal
notify the owner of the property, shown by the tax rolls, by mail that
the exenption will be cancel ed. Upon receiving the notice that the
exenption is to be cancel ed, the owner may appeal the cancellation to
the board of tax appeals in accordance with the rules of practice and
procedures of the board. This appeal nust be submtted within thirty
days of the date the notice of cancellation is received and nust
specify the factual and |egal basis on which the determ nation of
cancellation is alleged to be erroneous.

(3) Upon receiving notice from the departnent or its authorized
representative that an exenption has been canceled, the county
officials having possession of the assessnent and tax rolls shal
correct the rolls and collect additional taxes, interest, and penalty
in accordance with this section.

NEWSECTION. Sec. 18. A new section is added to chapter 82. 04 RCW
to read as foll ows:
(1) As used in this section:

12
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(a) "Board" neans the community econom c revitalization board under
chapter 43.160 RCW

(b) "Private-sector business” or "business" neans "person" as
defined in RCW82.04.030. "Private-sector business" does not include
a public agency. "Public agency” nmeans the state or its agencies
instrunmentalities, or political subdivisions, or the United States or
any instrunentality thereof, or an Indian tribe or nation; and

(c) "Public facilities" means bridges, roads, donestic and
industrial water, sanitary sewer, stormsewer, railroad, electricity,
natural gas, buildings or structures, and port facilities, in the state
of Washi ngt on.

(2) A person shall be allowed a credit against tax due under this
chapter or chapter 82.16 RCWas provided in this section. The credit
shall equal fifty cents for each dollar of private funds spent on
qualifying public facilities. A person may not receive credit for
funds spent by another person. Eligible spending is limted to
construction, reconstruction, or inprovenent of the public facility,
and includes rights of way and real property acquisition, engineering
and desi gn work, environnental assessnent and mtigation, and materials
acqui sition.

(3) The departnent, subject tothe limtations of subsection (4) of
this section, shall approve applications for tax <credits upon
occurrence of the foll ow ng:

(a) A witten certification is submtted by the board to the
departnent, stating the applicant has been approved for a | oan or grant
under chapter 43.160 RCW The tax credit applicant shall provide a
witten request to the board, requesting the board to provide such
certification to the departnent;

(b) Awitten agreenent is submtted to the departnment before the
start of the public facility project, signed by the public agency
responsi ble for the public facility and the busi ness spendi ng noney on
the public facility, establishing the financial obligations of the
busi ness and stating that the public facility is to be owned and
controll ed by the public agency;

(c) If the facility will be owned by the business until conpletion,
a witten agreenment is submtted to the departnment providing a
mechani sm for transfer of ownership of the facility to the public
agency upon conpletion of the project; and

13
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(d) The business, in consultation with the public agency, provides
a letter to the departnent establishing that the public facility wll
enabl e the business to create, retain, or expand jobs. The business
maki ng the expenditures nust be the sane business upon which the job
criteria is based. A business may not use the jobs upon which an
earlier project was based to justify additional projects for which the
business is applying for tax credits.

(4)(a) Tax credits are available on a first-cone basis, wth
priority based on the date an application is received by the
departnent. Upon conpletion of a public facility, as determ ned by the
departnent, the departnent shall certify the business as eligible for
tax credits under this section. An applicant is not eligible for tax
credits under this section in excess of the anmount of tax that would
ot herwi se be due under this chapter. Approved credit nmay be carried
over one cal endar year after the year in which the credit is approved.
Any unused credit remaining after the one-year carry-over period has
el apsed expires. Refunds shall not be given in place of credits.

(b) The departnment shall keep a running total of all credits
approved. The sum total of credits granted under this section and
section 19 of this act shall be no nore than five mllion dollars of
credits each fiscal year. |If the anmount requested for a credit in an
application will cause the cap to be exceeded, the departnent shal
give a partial approval of the project, equal to the anount of
remai ning credit available for the fiscal year.

(c) The amount of credit taken is not confidential or subject to
RCW82. 32. 330, and i s di scl osabl e by the departnent as a public record.

(5) Investnments in a public facility do not give the private-sector
business a right or privilege, or any other benefit in the public
facility.

(6) An application under this section may not be approved after
June 30, 2005.

(7) Tax credits shall not be granted for spending that occurred
before the effective date of this section. Applicants are not eligible
based on a |oan or grant approved before the effective date of this
section.

(8) If a person has used a credit granted under this section
agai nst tax due under chapter 82.16 RCWt he person may not use the sane
credit for tax due under this chapter
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(9) The tax credit program under this section and section 19 of
this act is limted to expenditures for public facilities located in
di stressed counties. "Distressed county"” means a county in which the
average | evel of unenploynent for the three years before the year in
which an application is filed under this section exceeds the average
state unenpl oynent for those years by twenty percent.

NEW SECTI ON. Sec. 19. A newsection is added to chapter 82.16 RCW
to read as foll ows:

The tax credit programunder section 18 of this act is available to
persons for tax due under this chapter. |[If a person has used a credit
grant ed under this section agai nst tax due under chapter 82.04 RCWthe
person may not use the sane credit for tax due under this chapter

NEW SECTI ON. Sec. 20. It is the intent of the legislature to
pronote the creation and the retention of jobs. To that end section
21, chapter . . ., Laws of 1998 (section 21 of this act) allows
counties to provide public facilities that will attract and retain

busi nesses, thereby creating and maintai ni ng jobs.

Sec. 21. RCW82.14. 370 and 1997 ¢ 366 s 3 are each anended to read
as follows:

(1) The legislative authority of a distressed county nmay inpose a
sal es and use tax in accordance with the terns of this chapter. The
tax is in addition to other taxes authorized by |law and shall be
collected from those persons who are taxable by the state under
chapters 82.08 and 82. 12 RCWupon the occurrence of any taxable event
within the county. The rate of tax shall not exceed ((6-64)) 0.12
percent of the selling price in the case of a sales tax or val ue of the
article used in the case of a use tax.

(2) The tax inposed under subsection (1) of this section shall be
deducted fromthe anpbunt of tax otherwi se required to be collected or
paid over to the departnent of revenue under chapter 82.08 or 82.12
RCW The departnent of revenue shall performthe collection of such
taxes on behal f of the county at no cost to the county.

(3) Moneys collected under this section shall only be used for the
purpose of financing qualifying public facilities in rural counties.
The public facility must be listed as an item in the economc
devel opnent section of the conprehensive plan for those counties
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pl anni ng under RCW 36. 70A. 040, or, for those counties who do not plan
under the growth managenent act, the public facility nust be listed in
the county’s capital facilities plan. For the purposes of this
section, "public facilities" means bridges, roads, donestic and
industrial water, sanitary sewer, stormsewer, railroad, electricity,
natural gas, buildings or structures, and port facilities, inthe state
of WAshi ngt on.

(4) No tax may be col |l ected under this section before July 1, 1998.
No tax may be collected under this section by a county nore than
twenty-five years after the date that a tax is first inposed under this
section.

(5) For purposes of this section, "distressed county”" neans a
county in which the average |evel of unenploynent for the three years
before the year in which a tax is first inposed under this section
exceeds the average state ((enptoyrent)) unenploynent for those years
by twenty percent.

NEW SECTI O\ Sec. 22. Sections 10 through 17 of this act
constitute a new chapter in Title 84 RCW

NEWSECTI ON. Sec. 23. A newsection is added to chapter 82. 04 RCW
to read as foll ows:

(1) This chapter shall not apply to the gross sales or the gross
i ncone received by a new small business |ocated in an eligible area as
defined in RCW82. 62. 010.

(2) As used in this section:

(a) "New small business” neans a business that: (i) Obtained or
was required to obtain a registration certificate under RCW 82. 32. 030
for the first time during the thirty-six nonths i medi ately precedi ng
the date in which an exenption is claimed under this section; and (ii)
for the business, the value of products, gross proceeds of sales, or
gross incone of the business, from all business activities, is |ess
than five mllion dollars per year.

(b) For out-of-state entities first engaging in business in this
state, "new snmall business" neans a person or conpany, as defined in
RCW 82. 04. 030, located outside this state that: (i) Obtained or was
required to obtain registration wwth any state, federal, or foreign
agency for the first tinme during the thirty-six nonths imrediately
precedi ng the date in which an exenption is clainmed under this section;
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and (ii) for the business, the value of products, gross proceeds of
sal es, or gross inconme of the business, fromall business activities,
is less than five mllion dollars per year.

(c) "New snmall business” does not include:

(1) A business that has been restructured, reorganized, or
transferred, unless the mpjority of the activities to be conducted
after restructuring, reorganization, or transferral are significantly
different fromthe activities previously conduct ed;

(i) A new branch location or other facility; or

(ti1) A business that is substantially simlar to a business
currently operated, or operated wthin the past twelve years, by the
same principals.

NEW SECTI ON. Sec. 24. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Applicant” neans a person applying for atax credit under this
chapter.

(2) "Departnent" neans the departnent of revenue.

(3) "Eligible area" nmeans an eligible area as defined in RCW
82.62. 010.

(4) "Person" has the neaning given in RCW 82. 04. 030.

(5) "Qualified enploynent position" nmeans a new permanent full-time
enpl oyee enpl oyed by the recipient at a mninum wage of at |east ten
dollars per hour during the entire year prior to the tax year. The
enpl oyee must have been a resident of the county in which the
enpl oynent occurs prior to enploynent. The enpl oynent position nust be
a new position which adds to the total enploynment I|evel of the
recipient and may not be the result of a prior staff reduction,
retirement, dismssal, or personnel turnover.

(6) "Tax year" neans the cal endar year in which taxes are due.

(7) "Recipient” neans a person receiving tax credits under this
chapter.

NEW SECTI ON. Sec. 25. Application for tax credits under this
chapter nust be nade before the actual hiring of qualified enpl oynent
positions. The application shall be nade to the departnent in a form
and manner prescribed by the departnent. The application shall contain
information regarding the | ocation of the enployee, the residency of
the enployee, the applicant’s average enploynent, if any, at the
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facility for the prior year, estimated or actual wages of enployees
related to the position, and other information required by the
departnment. The departnent shall rule on the application within sixty
days.

NEW SECTI ON. Sec. 26. (1) A person shall be allowed a credit
against the tax due under chapter 82.04 RCW as provided in this
section. The credit shall equal the wages paid for each qualified
enpl oynment position in the prior year. The anount of credit that may
be taken in the tax year is the lesser of the wages paid for the
qualified enploynent position or the recipients total tax liability.
Credits must be taken in the tax year and may not be carried over to
future years.

(2) No recipient may use the tax credits to decertify a union or to
di spl ace existing jobs in any community in the state.

(3) No recipient may receive a tax credit on taxes which have not
been paid during the taxable year.

NEWSECTI ON. Sec. 27. (1) Each recipient shall submt a report to
t he departnent on Decenber 31st of each year. The report shall contain
information, as required by the departnent, from which the departnent
may det erm ne whether the recipient is neeting the requirenents of this
chapter. If the recipient fails to submt a report or submts an
i nadequate report, the departnent may declare the anount of taxes for
which a credit has been used to be imedi ately assessed and payabl e.

(2) If, on the basis of a report under this section or other
information, the departnment finds that a recipient is not eligible for
tax credit under this chapter for reasons other than failure to create
a qualified enploynent position, the anount of taxes for which a credit
has been used for the project shall be imedi ately due.

(3) If, on the basis of a report under this section or other
information, the departnment finds that a recipient has failed to create
the qualified enploynment position, the departnent shall assess
interest, but not penalties, on the credited taxes for which a credit
has been used. The interest shall be assessed at the rate provided for
del i nquent exci se taxes, shall be assessed retroactively to the date of
the tax credit, and shall accrue until the taxes for which a credit has
been used are repaid.
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NEW SECTION.  Sec. 28. The enploynent security departnent shall
make, and certify to the departnent of revenue, all determ nations of
enpl oynent and wages required under this chapter

NEW_ SECTI ON. Sec. 29. Applications, reports, and any other
information received by the departnment under this chapter are not
confidential and are subject to disclosure.

NEW SECTI ON. Sec. 30. Sections 24 through 29 of this act
constitute a new chapter in Title 82 RCW

NEW SECTI ON.  Sec. 31. For the purposes of section 32 of this act,
it istheintent of the legislature to provide a tax incentive program
to encourage the hiring of dislocated workers in distressed areas by
all ow ng enpl oyers in distressed areas to take business and occupati on
tax credits for expenses related to providing job training for newy
hi red production enpl oyees in distressed areas.

NEWSECTION. Sec. 32. A newsection is added to chapter 82. 04 RCW
to read as foll ows:

(1) There may be credited against the tax i nposed by this chapter,
the value of state-approved, enployer-provided or sponsored job
training services designed to enhance the job-related performance of
newy hired production enployees, for businesses |ocated in eligible
areas as defined in RCW 82. 62. 010.

(2) The val ue of the state-approved, job training services provided
by the enpl oyer to the enpl oyee, wi thout charge, shall be determ ned by
the allocation of the cost method using generally accepted accounting
st andar ds.

(3) The credit allowed under this section shall be limted to an
anount equal to the value of the state-approved, job training services
determ ned under subsection (2) of this section. The credit may be
taken in the tax year followng the provision of the job training
servi ces.

(4) Prior to claimng the credit under this section, the business
must obtain approval of the proposed job training service from the
enpl oynment security departnment. The enpl oyer’s request for approva
must include a description of the proposed job training service, how
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the job training will enhance the enpl oyee’ s perfornance, and the cost
of the proposed job training.

(5) The enpl oyee being trained for which a training tax credit is
taken nmust remain on the payroll of the enployer a m ninum of twelve
nmonths after the training. The enpl oyee nust have been a resident of
the county in which the enployer is |ocated and not been enpl oyed at
the tinme of begi nning enpl oynent w th business.

(6) This section only applies to training in respect to eligible
busi ness projects for which an application is approved on or after June
30, 1998.

(7) "Production enployees”" as used in this section refers to
nonmanageri al enployees earning, or to earn as a result of the
training, a mninmmof eight dollars per hour.

NEWSECTION. Sec. 33. A newsection is added to chapter 43.31 RCW
to read as foll ows:

(1) There is established in the council under RCW43. 31. 855 a grant
program to support business recruitnent efforts. The purpose of the
program is to assist |ocal associate devel opnent organizations in
busi ness recruitnment efforts by providing grants to assi st in marketing
the area to businesses on a national and international basis.

(2) Applications for funding under this section nust:

(a) Be submtted by either a |local associate devel opnent
organi zation or a consortium of associ ate devel opnent organi zati ons;

(b) Contain evidence of active participation in the devel opnment of
the Dbusiness recruitnment effort Dbetween |I|ocal governnments, the
community, and other |ocal devel opnent organizations that serve the
regi on;

(c) Contain a description of the proposed project and how it wll
assist the region in its business recruitnent efforts; and

(d) Contain other information the director deens necessary.

(3) I'n making grants under this section, the departnent shall give
preference to applications based on the following criteria:

(a) The degree of | everage of other funds, including in-kind match,
conmmtted to the project;

(b) The degree of comrunity support for the proposed project; and

(c) The degree the proposed project is coordinated with existing
state or local business recruitment efforts.
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(4) The funding of an activity under this section is not an
obligation of the state of Washington to provide ongoing funding in
future years.

(5) The director may establish, by rule, such other requirenents as
the director may reasonably determ ne necessary and appropriate to
assure that the purpose of this section is satisfied.

NEWSECTION. Sec. 34. A newsection is added to chapter 43.31 RCW
to read as foll ows:

(1) There is established in the council under RCW43. 31. 855 a grant
program to support the devel opnent of local international marketing
efforts. The program shall assist businesses |ocated in distressed
areas to market their products and services on an international basis
by providing grants to | ocal econom ¢ devel opnent councils to assist in
devel oping international marketing efforts.

(2) Applications for funding under this section nust:

(a) Be submitted by a | ocal econom c devel opnent council;

(b) Contain evidence of active participation in the devel opnment of
t he application between | ocal governnents, the business community, and
ot her | ocal econom c devel opnent organi zations in the area;

(c) Contain a description of the proposed project and how it wll
assist the selected businesses in the distressed area market their
products and services on an international basis; and

(d) Contain other information the director deens necessary.

(3) I'n making awards under this section, the departnent shall:

(a) Not provide nore than twenty-five percent of the funds
appropriated for the purposes of this section to any one county;

(b) Consider the degree of other funds, including in-kind match,
commtted to the project;

(c) Consider the degree of comrunity and busi ness support for the
proposed project; and

(d) Consider the degree the proposed project is coordinated with
exi sting state and | ocal econom c devel opnent efforts in the county.

(4) The departnment is responsible for determning the scope of
services delivered under these contracts.

(5) Activities funded under this section nmay be considered for
funding in future years, but shall be considered under the terns and
conditions as new activities. Funding of an activity under this
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section shall not constitute an obligation by the state of Washi ngton
to provi de ongoi ng fundi ng.

(6) The director may establish, by rule, such other requirenments as
the director may reasonably determ ne necessary and appropriate to
assure that the purpose of this section is satisfied.

(7) As used in this section, "distressed area" has the sane neani ng
as in RCW43. 165. 010.

NEW_ SECTI ON. Sec. 35. (1) The sum of four hundred thousand
dollars, or as much thereof as may be necessary, is appropriated for
the fiscal year ending June 30, 1999, from the general fund to the
state rural devel opment council for the purposes of section 33 of this
act .

(2) The sumof five hundred thousand dollars, or as nmuch t hereof as
may be necessary, is appropriated for the fiscal year ending June 30,
1999, fromthe general fund to the state rural devel opnent council for
t he purposes of section 34 of this act.

NEW SECTION. Sec. 36. It is the intent of sections 37 through 40
of this act to provide for predictable and stable funding for tourism
devel opment activities of the state of Wshington by establishing
funding | evels based on proven performance and return on state funds
invested in tourismdevel opnent and to establish a tourismdevel opnent
advi sory conm ttee.

NEW SECTION. Sec. 37. A new section is added to chapter 43.330
RCWto read as foll ows:

(1) The tourism devel opnent advisory commttee is created within
the departnment. The comm ttee shall have a total of fifteen nenbers.
There shall be one nenber from each of the two largest politica
caucuses in the house of representatives and senate appointed by the
speaker of the house of representatives and the president of the
senate, respectively. The renmaining el even nenbers shall be appointed
by the director and shall represent the travel industry. Wen making
appoi ntnments, the director shall ensure to the greatest extent possible
that the industry representatives include all sectors of the trave
i ndustry in Washington state and are diverse with respect to region of
the state, gender, and ethnicity.
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(2) The tourism devel opnent advisory commttee shall neet at such
times designated by the director but not |ess than tw ce per cal endar
year. The commttee shall review and coment on the tourism
devel opnent plan presented by the departnent and advise the director
concerning tourismactivities the departnment shoul d undert ake.

(3) This section expires June 30, 2008.

NEWSECTION. Sec. 38. A newsection is added to chapter 43.88 RCW
to read as foll ows:

(1) When devel opi ng a biennial budget for the tourism devel opnent
division of the departnment of community, trade, and economc
devel opnent, the request for funding submtted to the office of
financi al nmanagenent shall be cal cul ated according to the fornula in
section 39 of this act. The request shall be a specific designated
anount in the budget request for the departnent of community, trade,
and econom c devel opnent .

(2) This section expires June 30, 2008.

NEWSECTION. Sec. 39. A newsection is added to chapter 43.88 RCW
to read as foll ows:

(1) The budget anmount designated in section 38(1) of this act is
the sumof the base anbunt and the growth conponent as cal cul ated under
subsection (2) of this section.

(2) The director of the departnment of comunity, trade, and
econom c¢ devel opnent shall cal cul ate the tourism devel opnent division
budget in consultation with the appropriate agencies in the follow ng
manner :

(a) The base amount, beginning in the budget for the biennium
endi ng June 30, 2001, and for each subsequent biennium thereafter,
equal s the previous year’s biennial budget, including any suppl enent al
al l ocations and any growth conponent anounts from previous biennia.

(b) For the growth conponent, beginning in the budget for the
bi enni um endi ng June 30, 2001: (i) Conpute the state retail sales tax
revenues for the target business categories for the cal endar year two
years prior to the beginning of the biennium for which the budget
request will be made; (ii) conpute the state retail sales tax revenues
for the target business categories for the cal endar year four years
prior to the beginning of the biennium for which the budget request
wll be made; (iii) calculate the percentage change in these two sal es
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tax revenue anounts; (iv) if the percentage exceeds six percent grow h,
cal cul ate the ambunt of sal es tax revenue that represents the excess in
revenue growt h greater than six percent; and (v) calculate the growth
conponent by dividing the excess revenue growmh by two. The anount of
the growth conmponent for any biennium shall not exceed two mllion
dol lars per fiscal year for the biennium

(3) As used in this section:

(a) "Target business categories"” neans businesses in standard
i ndustrial classification codes 58 (eating and drinking), 70 (Il odgi ng),
7514 (auto rental), and 79 (recreation). If at any tine the United
States office of managenent and budget or a successor agency should
change or replace the present standard industrial classification code
system the departnment of comunity, trade, and econom c devel opnent
shal | use the code systemissued by the office of managenent and budget
or its successor agency to determ ne codes corresponding to those
listed in this definition.

(b) "Retail sal es" neans the gross sal es subject to the tax i nposed
i n chapter 82.08 RCWrecei ved by busi nesses identified in departnent of
revenue records by standard industrial classification codes 58, 70,
7514, and 79.

(4) This section expires June 30, 2008.

NEW SECTION. Sec. 40. A new section is added to chapter 43.330
RCWto read as foll ows:

(1) On or before June 30th of each fiscal year, the departnent
shall submt a report to the appropriate policy and fiscal commttees
of the house of representatives and senate that describes the tourism
devel opnent program for the previous fiscal year and quantifies the
financial benefits to the state. The report nust contain information
concerning targeted markets, benefits to different areas of the state,
return on the state’'s investnent, and other relevant information
related to tourismdevel opnment.

(2) This section expires June 30, 2008.

NEW SECTI O\ Sec. 41. |f any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.
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NEW SECTI ON. Sec. 42. This act takes effect July 1, 1998."

Correct the title.

EFFECT: Provides for: (1) Tax benefits for manufacturing projects
locating in distressed counties; (2) a credit against B&0O taxes for
private funds spent on public facilities; (3) allowng distressed
counties additional sal es taxes for econom ¢ devel opnent rel ated public
facilities; (4) exenpting new busi nesses | ocated in distressed counties
from the B&) tax for 3 years; (5 a B& tax credit for businesses
located in a distressed county that hires new enployees for new
positions that result from that business’ expansion; (6) a B&0O tax
credit to encourage job training in distressed areas; (7) assisting
| ocal devel opnent organizations in business recruitnment efforts by
providing grants to assist in marketing the area to businesses on a
national and international basis; (8) grants to regional rural economc
devel opment councils to encourage international investnents in
di stressed areas; and (9) providing for a stable funding mechani smfor
the pronotion of tourism

~-- END ---
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