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HOUSE BI LL 2087

State of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on

By Representatives Veloria, Tokuda, Mason, Kenney, O Brien, Gonbosky,
Di ckerson, Costa, Miurray, Ogden, Cody and Conway

Read first time 02/19/97. Referred to Committee on Trade & Economnic
Devel opnent .

AN ACT Rel ating to conmunity enpower nment; amendi ng RCW43. 63A. 700,
43. 63A. 710, 84.14.010, 84.14.050, 82.60.020, 82.60.040, and 82.62.010;
addi ng new sections to chapter 82.04 RCW adding a new section to
chapter 82.08 RCW adding a new section to chapter 82.12 RCW adding a
new section to chapter 48. 14 RCW addi ng a new section to chapter 84. 36
RCW addi ng a new section to chapter 43.19 RCW addi ng a new chapter to
Title 43 RCW addi ng new chapters to Title 82 RCW addi ng a new chapter
to Title 74 RCW creating new sections; recodi fying RCW43. 63A. 700 and
43. 63A. 710; and providing expiration dates.

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

NEW SECTION. Sec. 1. (1) The legislature finds that:

(a) There are geographic areas wthin comunities that are
characterized by a lack of enploynent opportunities, by an average
income |level that is belowthe nedian incone | evel for the surrounding
coommunity, by a lack of affordable housing, by deteriorating
infrastructure, and by a |l ack of facilities for conmunity services, job
training, and educati on;
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(b) Strategies to encourage reinvestnent in these areas by
assi sting local businesses to becone stronger and area residents to
gain econom c power involve a variety of activities and partnerships;

(c) Reinvestnment in these areas cannot be acconplished with only
governnental resources and require a conprehensive approach that
integrates various incentives, prograns, and initiatives to neet the
econom ¢, physical, and social needs of the area;

(d) Successful reinvestnent depends on a |l ocal governnent’s ability
to coordinate public resources in a cohesive, conprehensive strategy
that is designed to |l everage long-termprivate investnent in an area;

(e) Reinvestnent can strengthen the overall tax base through
i ncreased tax revenue from expanded and new business activities and
physi cal property inprovenent;

(f) Local governnents, in cooperation with area residents, can
provi de | eadership as well as planning and coordi nati on of resources
and necessary supportive services to address reinvestnent in the area;
and

(g) It is in the public interest to adopt a targeted approach to
revitalization and enlist the resources of all |evels of governnent,
the private sector, conmunity-based organizations, and conmunity
residents to revitalize an area.

(2) The legislature declares that the purposes of the community
enpower ment zone act are to:

(a) Encourage reinvestnent through strong partnerships and
cooperation between all |l evel s of governnent, comuni ty- based
organi zations, area residents, and the private sector;

(b) Involve the private sector and stinmulate private reinvestnent
t hrough the judicious use of public resources;

(c) Target governnental resources to those areas of greatest need;
and

(d) Include all levels of governnment, community individuals,
organi zati ons, and private sector in the policy-making process.

PART | -- DESI GNATI ON OF COVWUNI TY EMPONERVENT ZONES

NEW SECTI ON. Sec. 101. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Area" nmeans a geographic area within a |ocal governnment that
is described by a close perineter boundary.
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(2) "Community enpowernent zone" nmeans an area neeting the
requi renents of RCW 43.63A. 700 (as recodified by this act) and
officially designated by the director.

(3) "Departnent" nmeans the departnment of conmmunity, trade, and
econom ¢ devel opnent .

(4) "Director" means the director of the departnent of comunity,
trade, and econom c devel opnent.

(5) "Local governnment" neans a city, code city, town, or county.

Sec. 102. RCW43.63A 700 and 1994 sp.s. ¢ 7 s 702 are each anended
to read as foll ows:

(1) The departnent, in cooperation with the departnent of revenue,
the enploynent security departnent, and the office of financial
managenent, ((shalt)) may approve applications submtted by | ocal
governments for an area’s designation as a conmmunity enpowernent zone
under this ((seetioen)) chapter. The application for designation shal
be in the form and manner and contain such information as the
departnment may prescribe, provided that the application ((fer
destgnratioen)) shall:

(a) Contain information sufficient for the director to determne if
the criteria established in RCW43. 63A. 710 (as recodified by this act)
have been net((+)) .

(b) Be submitted on behalf of the |ocal governnent by its chief
el ected official, or, if none, by the governing body of the I ocal
government ((+-)) .

(c) Contain a five-year community enpower ment plan that ((deseribes
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tocal—governrent—wmH—take—to—acquire—those—funds—)) neet the

requirenents of section 104 of this act; and

(d) Certify that ((nerghberheoed)) area residents were given the
opportunity to participate in the developnent of the five-year

comunity enpowernent strategy required under (({e)—ef——+this
subseet+on)) section 104 of this act.

(2) No | ocal gover nnment shal | subm t nore than two
((nerghberhoods)) areas to the departnent for possible designation as
a ((destgnated)) comunity enpowernent zone under this ((seet+on))

chapter.
(3)(a) ((Wthin—ninety—days—after—Jandary—1—1994-)) The director

may desi gnate up to ((stx—destghrated—ecommunity—enpowerfrent—zoenes)) ten
areas from anong the applications ((eHgible)) submtted for

desi gnation as a ((destgnated)) community enpowernent zone.

(b) The director shall make determnations of ((destgnated))
designation as conmunity enpowernent zones on the basis of the
foll owi ng factors:

(1) The strength and quality of the | ocal governnent commtnents to
nmeet the needs identified in the five-year community enpowernent plan
requi red under ((t+ht+s)) section 104 of this act.

(1i) The level of private ((ecomtrepnts—by—prvate—entities))

sector commtnent of additional resources and contributions to the
( (desighated—comuntty—enpowerhent—zone)) area.

(ti1) The potential for revitalization of the area as a result of
designation as a ((destgnated)) community enpowernent zone.

(iv) Oher factors the director deens necessary.

(c) The determ nation of the director as to the areas desi gnated as
communi ty enpower nent zones shall be final

(4) Except as provided in section 105 of this act, an area that was
designated a community enpowernent zone before January 1, 1996, under
this section, automatically and without additional action by the | ocal
governnment continues its designation under this chapter
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(5) The departnment may not designate additional comunity
enpower nent zones after January 1, 2000, but nmay anend or rescind
desi gnations of community enpowernent zones in accordance with section
105 of this act.

Sec. 103. RCW43.63A 710 and 1994 sp.s. ¢ 7 s 703 are each anended
to read as foll ows:

(1) The director may not designate an area as a ((destgnated))
community enpowernent zone unless that area neets the follow ng
requirenents:

(a) The area nust be designated by the |l egislative authority of the
| ocal governnent as an area to receive federal, state, and | ocal
assi stance designed to i ncrease econom c, physical, or social activity
in the area;

(b) The area nust have at | east fifty-one percent of the househol ds
in the area with incones at or below eighty percent of the county’s
medi an i nconme, adjusted for househol d size;

(c) The average unenpl oynent rate for the area, for the nost recent
twel ve-nonth period for which data is avail able nust be at |east one
hundred twenty percent of the average unenpl oynment rate of the county;
and

(d) Afive-year community enpowernment plan for the area that neets
the requirenents of ((REWA43-63A700(H{ec)—and—as—Ffurther—definedby
the—direetor)) section 104 of this act nust be adopted.

(2) The director may establish, by rule, such other requirenents as
the director may reasonably determ ne necessary and appropriate to
assure that the purposes of this ((seetien)) chapter are satisfied.

(3) In determining if an area neets the requirenents of this
section, the director nmay consi der data provided by the United States
bureau of the census fromthe nost recent census or any other reliable
data that the director determ nes to be acceptable for the purposes for
whi ch the data is used.

NEW SECTION. Sec. 104. (1) The five-year conmunity enpower nment
pl an requi red under RCW 43.63A. 700 (as recodified by this act) shal
contain information that describes the comunity devel opnment needs of
the proposed community enpowernent zone and present a strategy for
nmeeti ng those needs. The plan shall address the foll ow ng categories:
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(a) Housing needs for all economc segnents of the proposed
communi ty enpower nent zone

(b) Public infrastructure needs, such as transportation, water
sanitation, energy, and drainage and flood control;

(c) Oher public facilities needs, such as nei ghborhood facilities
or facilities for provision of health, education, recreation, public
safety, and ot her services;

(d) Community econom c devel opnment needs, such as comercial and
industrial revitalization, job creation and retention considering the
unenpl oynment and underenpl oynent of area residents, accessibility to
financi al resources by area residents and busi nesses, investnent within
the area, and other related conponents of comunity economc
devel opnent ; and

(e) Social service needs of residents in the proposed community
enpower ment zone.

(2) The | ocal governnent nust provide a description of its strategy
for meeting the needs identified in subsection (1) of this section. As
part of the community enpowernent zone strategy, the |ocal governnent
must identify the needs for which specific plans are currently in place
and the source of funds expected to be used. For the bal ance of the
area’ s needs, the local government nust identify the source of funds
expected to becone available during the next two-year period and
actions the |local governnment will take to acquire those funds.

(3) The I ocal governnent nmust submt an annual progress report, to
the departnent, that details the extent to which the |ocal governnent
is working to neet the needs identified in the five-year conmunity
enpower nent pl an. | f applicable, the progress report shall also
contain a discussion on the inpedinents to neeting the needs outlined
in the five-year community enpowernent plan. The departnment shall
determ ne the date the annual progress reports are due fromeach | ocal
gover nnent .

NEWSECTI ON. Sec. 105. (1) The terns or conditions of a community
enpower nent zone approved under this chapter may be anended to:

(a) Alter the boundaries of the community enpowernent zone; or

(b) Term nate the designation of a comunity enpowernent zone.

(2)(a) A request for an anendnment under subsection (1)(a) of this
section may not be in effect until the departnent issues an anended
designation for the community enpowernent zone that approves the
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request ed anendnent. The | ocal governnment nust pronptly file with the
departnment a request for approval that contains information the
departnment deens necessary to evaluate the proposed changes and its
i npact on the area’s designation as a community enpower nent zone under
RCW 43. 63A. 710 (as recodified by this act). The | ocal government nust
hold at |east two public hearings on the proposed changes and incl ude
the information in its request for an anendnent to its comunity
enpower ment zone.

(b) The departnent shal |l approve or di sapprove a proposed anendnent
to a conmmunity enpowernment zone within sixty days of its receipt of a
request under subsection (1)(a) of this section. The departnent may
not approve changes in a comunity enpowernent zone that are not in
conformty wth this chapter.

(3)(a) The termnation of an area’ s designation as a conmunity
enpower ment zone wunder subsection (1)(b) of this section is not
effective until the departnent issues a finding stating the reasons for
the term nation. The local governnent may file an appeal to the
departnment’s findings within sixty days of the notice to termnate the
area’ s designation. The department shall notify the | ocal governnent
of the results within thirty days of the filing of the appeal.

(b) A termnation of an area’ s designation as a community
enpower ment zone shall have no effect on benefits previously extended
to i ndividual businesses. The | ocal governnment may not commit benefits
to a business after the effective date of the termnation of an area’s
designation as a community enpowernent zone.

NEW SECTI ON. Sec. 106. The departnment shall admnister this
chapter and has the foll ow ng powers and duti es:

(1) To monitor the inplenentation of chapter . . ., Laws of 1997
(this act) and submt reports evaluating the effectiveness of the
programand any suggestions for | egislative changes to the governor and
| egi slature by Decenber 1, 1997, and every Decenber 1st thereafter;

(2) To prepare and submt an annual report to the legislature on
the progress of the areas designated as community enpowernment zones
under this chapter

(3) To provide information and appropriate assistance to persons
desiring to locate and operate a business in a comunity enpowernent
zone;
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(4) To assist | ocal governnments in obtaining federal designation as
ei ther an enpowernent zone or enterprise conmunity;

(5 To work with appropriate state agencies and the departnent to
coordinate the delivery of prograns, including but not limted to
housi ng, community and econom c devel opnent, smal |l busi ness assi st ance,
soci al service, and enploynent and training prograns which are carried
on in a community enpowernent zone; and

(6) To develop rules necessary for the admnistration of this
chapter.

NEW SECTI ON. Sec. 107. The admnistration of a community
enpower nent zone is under the jurisdiction of the |ocal governnent.
Each |ocal governnment shall, by ordinance, designate a community
enpower ment zone adm ni strator for the area designated as a community
enpowerment zone that is wthin its jurisdiction. A comunity
enpower ment zone adm nistrator nmust be an officer or enployee of the
| ocal governnment. The conmunity enpowernent zone adm ni strator shal
be the liaison between the I|ocal governnment, the departnent, the
busi ness community, | abor, and community-based organi zati ons wthinthe
communi ty enpower nent zone

NEW SECTI ON.  Sec. 108. This chapter may be known and cited as the
Washi ngton community enpower nent zone act.

PART |1 -- BUSI NESS TAX | NCENTI VES
Subpart A -- Enpowernent Zone Hiring and Training Tax Credit

NEW SECTI ON. Sec. 201. It is the intent of the |legislature that
t he departnent of social and health services, the enploynent security
departnent, the work force training and educati on coordi nating board,
the departnment of conmunity, trade, and econom c devel opnent, and the
comunity and technical colleges work together to market the tax
i ncentive prograns established under section 206 of this act.

The goals of the tax incentive program are to give enployers
incentives to hire and train public assistance recipients that reside
in community enpowernent zones and to increase the enployability of
publ i c assi stance recipients.

The legislature intends to achieve these goals through the
provision of tax incentives in the formof tax credits for persons who

HB 2087 p. 8
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agree, inwiting, tohire and trainrecipients of aidto famlies with
dependent chil dren.

The legislature finds that incentives should be targeted by
allowi ng smal l er incentives to enpl oyers of recipi ents who have al r eady
achieved the higher levels of education and job experience while
providing larger incentives for enployers of recipients who are |ess
j ob ready.

NEW SECTI ON. Sec. 202. The definitions in this section apply
t hroughout this chapter and chapter 74.-- RCW(sections 205 t hrough 210
of this act) unless the context clearly requires otherw se.

(1) "Community enpowernent zone" has the neaning given in section
101 of this act.

(2) "Gross annual wages" neans salary, wages, tips, and other
conpensation paid to a qualified enployee by an enpl oyer claimng the
credit under this section during the cal endar year for which the credit
i s clained.

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

(4) "Qualified enployee" and "category 1, 2, or 3 qualified
enpl oyee" neans a person that resides in a community enpowernent zone,
is certified as such by the departnent of social and health services,
and hired before June 30, 2002. "Qualified enployee" does not include
a person hired by an enployer to replace a striker or |ocked-out
wor ker .

(5) "Qualifiedtraining institution” means a comrunity or techni cal
college, four-year college or university, public or private
institution, apprenticeship and training council, or private industry
council that has entered into a training plan that provides for the
training of a qualified enployee of a person claimng the credit under
this chapter.

(6) "Training plan" neans a witten agreenment, signed by a
qualified enpl oyee, a union or other enpl oyee bargai ning agreenent, a
qualified training institution, the departnent of social and health
servi ces or a designee of the departnent of social and heal th servi ces,
and an enployer claimng the credit under this section, that specifies

the anmount that the enployer wll pay the qualified training
institution for the paynent costs for the qualified enployee, the
| earning objectives that will be achieved by the training, and a

statenent of progressively increasing scale of wages to be paid to the
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enpl oyee during the training plan period, using a wage scale that
exceeds federal poverty levels for a famly of three.

NEW SECTION.  Sec. 203. (1) A person is allowed a credit against
t he tax due under chapter 82.04 or 82.16 RCWof an anobunt equal to one
hundred twenty percent of the paynent nade by an enployer to a
qualified training institution under a training plan for training a
qualified enployee, subject to the limtations in this section. A
person may not receive a credit for the same anobunt under both chapters
82.04 and 82.16 RCW

(2) A person claimng the credit shall file an affidavit form
prescribed by the departnent of revenue, that shall include the anpbunt
of the credit clainmed and additional information as the departnent of
revenue may require.

(3)(a) The tax credit in respect to any qualified enpl oyee may not
in a cal endar year exceed:

(1) The lesser of eight percent of the qualified enployee’ s gross
annual wages or one thousand two hundred dollars for a category 1
qualified enpl oyee;

(1i) The lesser of sixteen percent of the qualified enployee' s
gross annual wages or two thousand four hundred dollars for a category
2 qualified enpl oyee; or

(1i1) The |l esser of twenty-four percent of the qualified enployee’s
gross annual wages or three thousand six hundred dollars for a category
3 qualified enpl oyee.

(b) The office of financial managenent shall, by Decenber 1, 1997,
for cal endar year 1998, and by Decenber 1st each year thereafter adjust
t he paynent naxi muns under subsection (3) of this section to reflect
inflation, using the previous calendar year’s |limt adjusted by an
appropriate federal inflationary index reflecting the rate of inflation
for the previous year. The departnent of revenue shall publish the new
paynment maxi nuns.

(4) The credit in respect to a qualified enpl oyee may not be t aken:

(a) For nore than one year of training in the case of a category 1
qualified enpl oyee; or

(b) For nore than three years of training in the case of a category
2 or category 3 qualified enployee.

(5) The credit shall be taken against taxes due for the sane
cal endar year in which the paynent is nade to the qualified training

HB 2087 p. 10
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institution and nust be clainmed by the due date of the last tax return
for the calendar year in which the paynent is nmade to the qualified
training institution.

(6) The departnent of revenue shall allowaccrual of tax credits to
a successor enployer if the business or firm is sold, assigned,
conveyed, or otherw se transferred.

(7) Total credits allowed to all persons claimng credits nmay not
exceed ten mllion dollars in any biennium

(8) This section expires Decenber 31, 2005.

NEW SECTI ON. Sec. 204. Chapter 82.32 RCW applies to the
adm ni stration of this chapter.

NEWSECTION. Sec. 205. The definitions in section 202 of this act
apply throughout this chapter unless the context clearly requires
ot her w se.

NEW SECTION. Sec. 206. (1) The tax incentive programis hereby
established. The departnent of social and health services may enter
into training plans. The departnent of social and health services
shal | adopt guidelines for the tax incentive program The guidelines
nmust include, but are not limted to:

(a) Designation of three categories of eligible aid to famlies

w th dependent children recipients. The departnent of social and
health services shall by rule establish criteria for assigning
recipients into categories 1, 2, and 3. |In establishing the criteria,

t he departnent of social and health services shall consider the degree
of work experience, training, wage and enploynent history, and
education, with category 1 representing recipients with the highest
degree of job readi ness;

(b) Selection criteria that includes establishnment of a pool of
prospective public assistance participants;

(c) Arestriction on the total nunber of enpl oyees that an enpl oyer
may have in the program except that no nore than twenty percent of the
enpl oyers’ enployees may participate in the program

(d) A requirenent that the enployer participate in the earned
i ncone tax credit program and

(e) Standards regarding length of training plans, requiring the
training institution to design the plan length so that it neets

p. 11 HB 2087
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accepted training standards for that industry or profession. Training
pl ans may not exceed three years.

(2) Qualifiedtraining institutions are accredited for the purposes
of this chapter if they neet national standards, standards of the state
board for community and technical colleges, or standards of the work
force training and education coordinating board.

(3) The departnment of social and health services may contract with
a public or private entity to carry out the departnent’s duties under
this chapter. The departnent of social and health services may
wi t hdraw desi gnation of authority tothis entity without show ng cause.

(4) The departnment of social and health services shall nanage the
programso that the total anmount of credits by all persons cl ai mng tax
credits under chapter 82.-- RCW(sections 201 through 204 of this act)
does not exceed ten mllion dollars in a biennium The departnent of
soci al and health services shall enter into contracts wth enpl oyers on
a first-come, first-served basis. The departnent of social and health
services may not enter into contracts if the potential amunt of
credits by all persons potentially claimng credits will exceed ten
mllion dollars in a biennium

NEW SECTI ON\. Sec. 207. The departnent of social and health
services, in cooperation wwth the work force training and education
coordinating board, may institute an experinental and control group
study under this program The departnent of social and health
services, in carrying out this study, may sel ect particular recipients
or categories of recipients, and is not subject to clains of
discrimnation for recipients who are not participating in the
experinmental group, if the selection process is in the furtherance of
a valid public purpose.

NEW _ SECTI ON. Sec. 208. The departnment of social and health
services, the enploynent security departnent, the departnent of
community, trade, and econom c devel opnment, the work force training and
education coordi nati ng board, and the conmunity and techni cal coll eges
shal | cooperate and coordinate anong the existing state and federa
assi stance and training prograns to focus the efforts of enroll ees and
prograns to nost effectively achieve results fromthe vari ous prograns.
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NEWSECTI ON. Sec. 209. (1) Training plans may not be entered into
after June 30, 2002. Contracts in effect on June 30, 2002, continue in
effect according to the terns of the contract.

(2) If the program under this chapter and chapter 82.-- RCW
(sections 201 through 204 of this act) is term nated before June 30,
2002, persons eligible for tax credits at the tinme of the program
term nation under chapter 82.-- RCW (sections 201 through 204 of this
act) shall receive the credits, subject to the [imtations in section
203(7) of this act.

NEW SECTI ON. Sec. 210. The departnent of social and health
services and the departnent of revenue shall perform an assessnent of
the results of the tax incentive programcreated in this chapter and
chapter 82.-- RCW/(sections 201 through 204 of this act) and deliver a
report on the assessnent to the governor and | egi sl ature by Decenber 1,
2001. The assessnent nust neasure the effect of the tax incentive
programon i ncreasi ng sel f-sufficiency of public assistance recipients,
and ot her factors the departnment of social and health services and the
departnment of revenue may sel ect.

Subpart B -- New Busi ness Tax Reduction

NEW SECTION.  Sec. 211. A new section is added to chapter 82.04
RCWto read as foll ows:

(1) This chapter does not apply to a new business, wth |less than
fifty enpl oyees and | ocated within a conmuni ty enpower nent zone, during
the first thirty-six nonths of operation of the business. During the
next twenty-four nonths of operation of the business, the business is
exenpt from taxes due under this chapter according to the follow ng
schedul e:

Year_ Exenpti on
4 50%
5 25%
6 0%

The business is not eligible for the exenption under this section
after its sixtieth nonth of operation.

(2) As used in this section:

(a) "Comrunity enpower nent zone" has the sane nmeaning as i n section
101 of this act; and
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(b)(i) "New business”" neans a business that obtained or was
required to obtain a registration certificate under RCW 82.32.030 for
the first tinme during the calendar year for which the exenption is
first claimed under this chapter; and

(1i1) "New business" does not include:

(A) 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;

(B) A new branch location or other facility except by an existing
out-of-state entity first doing business in this state; or

(C© A business that is substantially simlar to a business
currently operated, or operated within the past five years, by the sane
pri nci pal s.

(3) The departnent nmay require a new business to certify its status
as part of its master business application or with the first tax return
cl ai m ng exenption under this section.

Subpart C -- Sal es and Use Tax Exenption on Consunabl es

NEW SECTION. Sec. 212. A new section is added to chapter 82.08
RCWto read as foll ows:

(1) The tax levied by RCW82.08. 020 does not apply to sales to a
manuf acturer or processor for hire, located within a conmunity
enpower ment zone, of chemcals and materials used directly in a
manuf act uri ng operati on or research and devel opnent operation, but only
when t he purchaser provides the seller with an exenption certificate in
a form and manner prescribed by the departnment by rule, and the
purchaser provides the departnment with a duplicate of the certificate
or a summary of exenpt sal es as the departnent may require. The seller
shall retain a copy of the certificate for the seller’s files.

(2) As used in this section and section 213 of this act:

(a) "Chem cals" neans a catal yst, solvent, water, acid, oil, or
other additive that physically or chemcally interacts or cones in
contact with the product and that is an integral and necessary part of
t he manuf acturi ng, assenbling, processing, fabricating, or research and
devel opnent operati on;

(b) "Cogeneration" has the sanme neaning as in RCW 82. 08. 02565;
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(c) "Comrunity enpower ment zone" has the sane nmeaning as i n section
101 of this act;

(d) "Machinery and equipnent” has the sane neaning as in RCW
82. 08. 02565;

(e) "Manufacturing operation” has the same neaning as in RCW
82. 08. 02565;

(f) "Material s" nmeans an itemof tangi bl e personal property used or
consuned in and is necessary and integral to a manufacturing,
assenbling, processing, fabricating, or research and devel opnent
operation including, but not limted to lubricating and conpoundi ng
oils, grease, filtering materials, and refrigerants;

(g) "Research and devel opnent operation” has the sane neaning as in
RCW 82. 08. 02565; and

(h) "Used directly" has the sane neaning as in RCW 82. 08. 02565.

NEW SECTION.  Sec. 213. A new section is added to chapter 82.12
RCWto read as foll ows:

(1) The provisions of this chapter do not apply in respect to the
use by a manufacturer or processor for hire, located within a community
enpower ment zone, of chemcals and materials used directly in a
manuf act uri ng operati on or research and devel opnent operation, but only
when the user provides the departnent wth:

(a) An exenption certificate in a formand nmanner prescribed by the
departnment within sixty days of the first use of the chemcals and
materials in the comunity enpowernent zone; or

(b) An annual sunmary listing the chemcals and naterials by
January 31st of the year following the calendar year in which the
chemcals and materials are first used in the community enpowernent
zone.

(2) The definitions in section 212 of this act apply to this
section.

Subpart D -- International Services Enploynent Tax Credit

NEW SECTI ON.  Sec. 214. A new section is added to chapter 82.04
RCWto read as foll ows:

(1) There may be credited against the tax i nposed by this chapter,
an amount equal to one thousand dollars per qualified enploynent
position, by a business that is:
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(a) Located within a community enpowernent zone; and

(b) Engaged in the business of providing international services.

(2) In order to claimthe credit under this section, at |least ten
percent of the qualified enploynment positions nust be filled with
applicants who reside, at the tine of application and for a period of
six nmonths after enploynent, in a conmunity enpowernent zone.

(3) A business may not use the tax credit to relocate existing jobs
fromany jurisdiction in the state to a community enpower nent zone.

(4) The annual credit allowed under this section shall be |limted
to the anobunt of tax inposed by this chapter

(5) The departnment shall keep a running total of all credits
granted under this section and section 215 of this act during each
fiscal biennium The departnent shall not allowany credits that woul d
cause the tabul ation for a bienniumto exceed five mllion dollars. |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 biennium However, the businesses’ carryover into the next
bi enniumis only permtted if the tabul ation for the next bi enni umdoes
not exceed five mllion dollars as of the date on which the departnent
has di sall owed the application.

(6) As used in this section:

(a) "Comrunity enpower ment zone" has the sane neaning as in section
101 of this act;

(b) "International services" neans a business that:

(1) Either:

(A) Provides services directly related to the delivery of goods or
services outside the United States or directly related to property
| ocated outside the United States; or

(B) Provides services to or on behalf of persons residing outside
the United States; and

(i1) I's subject to taxati on under RCW48. 14. 020 or 82.04.290 (1) or
(2); and

(c) "Qualified enploynent position" neans a permanent full-tine
enpl oyee enpl oyed by t he business providing the international service.

NEW SECTI ON.  Sec. 215. A new section is added to chapter 48.14
RCWto read as foll ows:
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(1) There may be credited against the tax inposed under RCW
48. 14. 020, an ampbunt equal to one thousand dollars per qualified
enpl oynent position, by a business that is:

(a) Located within a community enpowernent zone; and

(b) Engaged in the business of providing international services.

(2) I'n order to claimthe credit under this section, at |east ten
percent of the qualified enploynment positions nmust be filled with
applicants who reside, at the tine of application and for a period of
six nmonths after enploynent, in a conmunity enpowernent zone.

(3) A business may not use the tax credit to relocate existing jobs
fromany jurisdiction in the state to a community enpower nent zone.

(4) The annual credit allowed under this section shall be |limted
to the anobunt of tax inposed by this chapter

(5) The departnment shall keep a running total of all credits
granted under this section and section 214 of this act during each
fiscal biennium The departnent shall not allowany credits that woul d
cause the tabul ation for a bienniumto exceed five mllion dollars. |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 biennium However, the businesses’ carryover into the next
bi enniumis only permtted if the tabulation for the next bienni umdoes
not exceed five mllion dollars as of the date on which the departnent
has di sall owed the application.

(6) As used in this section:

(a) "Comrunity enpower ment zone" has the sane neaning as i n section
101 of this act;

(b) "International services" has the same neaning as i n section 214
of this act; and

(c) "Qualified enploynment position" has the same neaning as in
section 214 of this act.

NEW SECTION. Sec. 216. A new section is added to chapter 82.04
RCWto read as foll ows:

(1) I'n conputing tax there may be deducted fromthe neasure of tax
anounts derived from sales to businesses engaged in providing direct
international services, if the qualified supportive business is |ocated
in a comunity enpowernent zone

(2) As used in this section:
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(a) "Comrunity enpower ment zone" has the sane neaning as i n section
101 of this act;

(b) "International services" has the same neaning as i n section 214
of this act; and

(c) "Qualified supportive business” neans a busi ness that provides
goods or supplies to a business engaged in providing internationa
servi ces.

PART 11l -- COWUN TY EMPONERVENT PRQIECT FI NANCI NG
Subpart A -- Excise Tax | ncrenment Financing

NEW SECTION.  Sec. 301. It is the purpose of the legislature with
this chapter to provide for the allocation of a portion of state and
| ocal retail sales and use taxes for alimted period of tinme to assi st
in the financing of needed health and safety inprovenents, public
i nprovenents, and other public investnents in comunity enpowernent
zones that are needed to encourage private devel opnent.

NEW SECTI ON. Sec. 302. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Community enpowernent project" neans:

(a) Health and safety inprovenents authorized to be publicly
fi nanced under chapter 35.80 or 35.81 RCW

(b) Publicly owned or |eased facilities in a conmunity enpower nent
zone that the |ocal governnent has authority to provide; and

(c) Expenditure for any of the foll ow ng purposes:

(1) Providing professional managenent, planning, and pronotion
within the community enpowernent zone, including the managenent and
pronotion of retail trade activities in the community enpower nent zone;

(i) Providing funds to mtigate the negative inpacts on a
community enpowernent zone caused by the siting of a major publicly
financed facility;

(1i1) Providing mai ntenance and security for conmon or public areas
in the community enpowernent zone; or

(tv) Historic preservation activities authorized under RCW
35. 21. 395.

(2) "Conmmunity enpowernent project costs" nean: Costs of design,
pl anni ng, acquisition, site preparation, construction, reconstruction,
rehabilitation, inprovenent, operation, and installation of the
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comuni ty enpowernent project; costs of relocation, nmintenance, and
operation of property pendi ng construction of the community enpower nent
project; costs of financing, including interest during construction,
| egal and ot her professional services, taxes, and insurance; costs of
apportioning the taxes and conplying with this chapter and other
applicable law, and admnistrative costs reasonably necessary and
related to these costs.

(3) "Community enpowernent project ordinance" neans the ordinance
passed under section 304 of this act.

(4) "Comrunity enpower nent zone" has the sane neaning as i n section
101 of this act, and is the geographic area fromwhi ch exci se taxes are
to be appropriated to finance conmmunity enpowernent projects.

(5) "Excise taxes" nean: (a) Retail sales taxes |evied under
chapter 82.08 RCW (b) local retail sales taxes |evied under chapter
82.14 RCW except those taxes |evied under RCW 82. 14. 360; and (c) use
taxes | evied under chapter 82.12 RCW

(6) "Local governnment" neans a city, code city, or county.

(7) "Ordinance" neans an appropriate nethod of taking |egislative
action by a | ocal governnent.

(8) "Tax allocation revenues" nean those tax revenues allocated to
a | ocal governnent under this chapter

(9) "Taxing district" nmeans a governnental entity that |levies an
excise tax that is collected wwthin a community enpower nment zone.

NEW SECTION. Sec. 303. (1) Only community enpowernent projects
that are determined by the legislative authority of the |ocal
government to neet the following criteria are eligible to be financed
under this chapter

(a) The community enpowernent project: (i) WIIl address a health
or safety problem (ii) will mtigate the negative inpacts caused by
the siting of a major publicly financed facility; or (iii) islikely to
i ncrease the sales and activities of busi nesses subject to excise taxes
| ocated within the community enpowernent zone; and

(b) Private devel opnent that is anticipated to occur within the
community enpowernent zone as a result of the comunity enpowernent
project is consistent wth an existing conprehensive |and use plan
approved growh policies of the jurisdiction within which it 1is
| ocated, and the five-year community enpowernent plan required under
RCW 43. 63A. 700 (as recodified by this act).
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(2) Apportionnent of excise tax revenues to finance the comunity
enpower nent project is subject to the following Iimtations:

(a) A community enpowernent zone nay not be established that
i ncl udes a geographic area with a previously established apportionnment
di strict which has outstandi ng bonds payable in whole or in part from
tax allocation revenues; and

(b) Only excise taxes may be appropriated under this chapter.

(3) A comunity enpowernent project may be undertaken and
coordinated with other progranms or efforts undertaken by the |oca
government or others and may be funded in whole or in part fromsources
ot her than those provided under this chapter.

NEW SECTI ON. Sec. 304. 1In order to secure an allocation of excise
taxes to finance a communi ty enpowernent project, the | ocal governnent
shal | :

(1) Propose by ordinance a plan for the comunity enpowernent
project that includes a description of the contenplated community
enpower nent project, the estimated cost of the community enpower nment
project, the boundaries of the community enpowernent zone, the
estimated period during which tax revenue apportionnment IS
contenpl ated, and ways in which the |ocal governnment plans to use tax
al l ocation revenues to finance the community enpowernent project;

(2) At least fifteen days in advance of a public hearing at which
the ordinance is first considered, deliver notice of the hearing to the
county treasurer and the state treasurer. The notice shall include a
map or drawing showing the location of the contenplated comrmunity
enpower nent project and the boundaries of the community enpower nment
zone, a brief description of the community enpowernent project, the
estimated cost of the community enpowernent project, the anticipated
increase in sales and business activity subject to excise taxes within
the community enpowernent zone for so long as apportionment is
proposed, the location of the l|ocal governnent’s principal business
office where it will mintain information concerning the comunity
enpower nent project for public inspection, and the date and pl ace of
t he hearing;

(3) At the tine and place fixed for the hearing under subsection
(2) of this section and at such tines to which the hearing may be
adj ourned, receive and consider all statenments and materials as may be
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subm tted, and objections and letters filed before and within ten days
after the hearing;

(4) Wthin one hundred twenty days after conpletion of the public
heari ng, pass an ordi nance establ i shing authorization of the collection
of excise tax within the community enpowernent zone and aut hori zation
of the proposed comunity enpowernent project, i ncluding any
nodi fications that in the local governnment’s opinion the hearing
i ndi cat ed shoul d be nmade, that includes a description of the conmunity
enpower nent project, the estimated cost of the community enpower nment
project, the portion of the estimated cost of the community enpower nent
project to be paid from tax allocation revenues, the estimated tine
during which the excise taxes are to be apportioned, the date when the
apportionnment of excise taxes will comence, and a finding that the
communi ty enpowernent project neets the conditions of section 303 of
this act.

NEW SECTI ON\. Sec. 305. (1) Upon the date established in the
ordi nance, but not sooner than the first day of the cal endar year
foll ow ng the passage of the ordinance, the excise taxes |evied upon
t he sal es and busi ness activities within the conmunity enpower nent zone
subject to taxation shall be divided as foll ows:

(a) That portion of excise taxes collected for ataxing district in
each year within a community enpowernent zone which is equal to the
taxes collected for such taxing district within the comunity
enpowernment zone in the year preceding the formation of the
apportionment, shall be allocated to and paid to the taxing district;
and

(b) That portion of the excise taxes collected for a taxing
district in each year within a comunity enpowernent zone that is in
excess of the excise tax collected in the year preceding the formation
of the apportionnent district shall be allocated as foll ows:

(i) Fifty percent shall be paid to the |ocal governnent, or the
| ocal governnent’s designated agent, until all community enpower nment
project costs to be paid fromthe tax allocation revenues have been
pai d; and

(i1) Fifty percent shall be allocated to the respective taxing
districts in proportion to their excise tax |l evies due for the year in
whi ch the funds are returned.
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(2) The apportionnent of excise taxes under this section shall
cease when the tax allocation revenues are no |onger necessary or
obligated to pay community enpowernent project costs or to pay
princi pal and i nterest on bonds i ssued to fi nance community enpower nent
project costs to which tax allocation revenues are pledged. At the
time of termnation of the apportionnment, any excess noney and any
earnings held by the local governnment shall be distributed to the
taxing districts that were subject to the allocation in proportion to
their excise tax receipts due for the year in which the funds are
returned.

(3) The anmount of excise taxes determned to be collected in the
year preceding the formati on of the communi ty enpower nent zone shall be
adj usted upward to reflect increases in the rate of taxation.

NEWSECTI ON. Sec. 306. (1) Tax allocation revenues nay be applied
as follows:

(a) To pay community enpower nent project costs;

(b) To pay into bond funds established to pay the principal and
interest on general obligation bonds issued to finance a comrunity
enpower nent project that is specified in the ordi nance and constructed
followi ng the establishnent of the community enpowernent zone; or

(c) To pay any conbination of (a) and (b) of this subsection.

(2) Tax allocation revenues may be pl edged to the paynent of bonds
i ssued to finance a conmunity enpowerment project.

NEW SECTI ON. Sec. 307. This chapter supplenments and neither
restricts nor limts any powers that the state or a nunicipal
corporation m ght otherwi se have under |laws of this state.

NEW SECTI ON.  Sec. 308. This chapter may be known and cited as the
communi ty enpower nent zone financing act.

Subpart B -- Tax Credits for Contri butions

NEW SECTI ON..  Sec. 309. The legislature intends wwth this chapter
to pronote the channeling of private financial assistance into
comunity enpowernment zones by creating a tax incentive for
contributions made to nonprofit organizations undertaking comunity
enpower nent assi stance activities.
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NEW SECTI ON. Sec. 310. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Affordable housing® has the same nmeaning as in RCW
43. 185A. 010.

(2) "Business firm neans an incorporated or unincorporated
busi ness entity authorized to do business in the state of Wshi ngton
and subject to the state’'s business and occupation taxes levied in
chapter 82.04 RCW

(3) "Community enpower nent assistance" neans furnishing financial
assi stance, |abor, material, or technical assistance to aid in the
provi si on of affordabl e housing, community services, crinme prevention,
education, and job training activities in a conmunity enpower nent zone.

(4) "Comrunity enpower ment zone" has the sane neaning as i n section
101 of this act.

(5) "Community service" neans any type of counseling and advice,
energency assistance, or nedical care furnished to individuals or
groups in the conmunity enpowerment zone.

(6) "Crime prevention” nmeans an activity that aids in the reduction
of crinme in the community enpowernent zone.

(7) "Education" neans any type of scholastic instruction or
schol arship assistance to any person who resides in a conmunity
enpower ment zone that enables that person to prepare for better
enpl oynment opportunities.

(8) "Job training" nmeans any type of instruction to a person who
resides in a community enpowernent zone that enables that person to
acquire vocational skills to becone enpl oyabl e or seek a hi gher grade
of enpl oynent.

(9) "Nonprofit organization"” neans a public or private nonprofit
organi zation that: (a) |s organized under federal, state, or |[ocal
| aws; (b) has no part of its net earnings inuring to the benefit of any
menber, founder, contributor, or individual; and (c) has anong its
purposes significant activities related to community enpowernment
assi stance activities in a community enpowernent zone. The term also
i ncludes a public housing authority created under RCW 35.82.030 and a
public corporation created under RCW 35. 21. 730.

(10) "Recipient"” neans the person or business firmreceiving tax
credits under this chapter

p. 23 HB 2087



w N

0 N o 01 b~

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

32
33
34
35
36

(11) "Tax year" or "taxable year" neans either the cal endar year or
the taxpayer’s fiscal year if permssion is obtained from the
departnent to use a fiscal year instead of the cal endar year

NEW SECTI ON.  Sec. 311. The departnent shall establish a program
to provide tax credits to business firnms making contributions to
nonprofit organizations that are undertaking comunity enpowernment
assi stance activities. The tax credits may be used as a credit agai nst
any of the taxes inposed on the business firmunder chapter 82.04 RCW

NEWSECTI ON. Sec. 312. (1) Application for tax credits under this
chapter nust be nmade before the actual contribution to the comunity
enpower ment assi stance activity is made. The application shall be nmade
to the departnment of comrunity, trade, and econom c devel opnent in a
form and manner prescribed by the departnent of revenue and the
departnment of community, trade, and econom c devel opnent.

(2) The departnment of comrunity, trade, and econom c devel opnent
shall transmt a copy of the conpleted application for tax credits to
t he departnent of revenue, with the departnment of community, trade, and
econom ¢ devel opnent’ s recommendations, within ten working days after
receipt of the application. Wthin thirty days after receipt of the
conpleted application from the departnent of conmmunity, trade, and
econom ¢ devel opnent, the departnent of revenue shall determ ne the
anount of tax credits to be allocated to the business firm The
departnment of revenue shall notify the departnment of community, trade,
and econom ¢ devel opnment of its decision within ten days.

(3) The departnment of revenue, in consultation with the departnent
of community, trade, and econom c developnent, shall adopt rules
speci fying the adm nistrative procedures applicable to applicants for
tax credits, the form and nmanner in which the applications shall be
filed, and the information to be contained therein. The rules shal
apply to admnistrative procedure before both the departnent and the
departnent of community, trade, and econom c devel opnent.

NEWSECTION. Sec. 313. In order to qualify for the tax credits in
section 311 of this act, the conmmunity enpower nent assistance activity
must neet the foll ow ng requirenents:

(1) The community enpowernent assistance activity nmust be | ocated
in a comunity enpowernent zone
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(2) At |least seventy percent of the benefits of comunity
enpower nent assi stance activity nust be targeted to residents of the
conmmuni ty enpower ment zone; and

(3) The business firms contribution nmust be nade to a nonprofit
organi zation that 1is wundertaking approved conmunity enpowernment
assi stance activities.

NEW SECTION.. Sec. 314. (1) A tax credit under this chapter for
comuni ty enpowerment assistance activities may not be issued after
Decenber 31, 2005.

(2) The departnent shall grant a credit against the tax due under
chapter 82.04 RCW of an anount equal to seventy-five percent of the
approved anmount contri buted by the business firmfor eligible comunity
enpower ment assi stance activities during the taxable year.

(3) The tax credit approved under this section shall be taken at a
rate of twenty percent per year for the five imediately succeedi ng
t axabl e years beginning with the taxabl e year in which the contri bution
was nmade.

(4) The departnent shall keep a running total of all tax credits
grant ed under this chapter during each fiscal biennium The depart nent
shall not allow any credits that would cause the tabulation for a

bi ennium to exceed ten mllion dollars. If all or part of an
application for credit is disallowed under this subsection, the
di sall owed portion shall be carried over for approval the next
bi enni um

(5 A tax credit may not be granted to a bank, bank and trust
conpany, insurance conpany, trust conpany, national bank, savings
associ ation, or savings and | oan association for activities that are a
part of its normal course of business.

(6) A tax credit may not be granted to a business firm for an
anmount contributed of |less than two hundred fifty dollars.

NEW SECTI ON. Sec. 315. Applications and other information
recei ved by the departnent under this chapter is not confidential and
IS subject to disclosure.

NEW SECTI ON.  Sec. 316. This chapter may be known and cited as the
communi ty enpower nent assi stance act.
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PART |V -- PROPERTY TAX PROVI SI ONS
Subpart A -- Tax Exenptions for Commercial Property

NEW SECTION. Sec. 401. A new section is added to chapter 84. 36
RCWto read as foll ows:

(1) A physical inprovenent to qualified buildings upon real
property, that are located in a community enpowernent zone, is exenpt
fromtaxation for the ten assessnent years after the conpletion of the
i nprovenent. A taxpayer desiring to obtain the exenption granted by
this section nust file notice of its intent to construct the qualified
bui | di ngs before the construction, expansion, or renovation bei ng made
on forns prescribed by the departnent and furni shed to the taxpayer by
the county assessor. This assessnent cannot be clai med nore than once
in a fifteen-year period.

(2) The departnent of revenue shall adopt such rules as are
necessary to properly admnister this section.

(3) As used in this section:

(a) "Comrunity enpower ment zone" has the sane neaning as i n section
101 of this act; and

(b) "Qualified buildings" means construction of newstructures, and
expansion or renovation of existing structures for the purpose of
i ncreasing fl oor space or production capacity used i n manufacturing and
research and devel opnent as defined in RCW 82.60.020 and qualified
research and devel opnent as defined in RCW 82. 63. 010.

Subpart B -- Tax Exenptions for Multiunit Dwellings

Sec. 402. RCW 84.14.010 and 1995 ¢ 375 s 3 are each anended to
read as foll ows:

Unl ess the context clearly requires otherwi se, the definitions in
this section apply throughout this chapter.

(1) "City" means: __(a) Acity or town with a popul ation of at | east
one hundred fifty thousand located in a county planning under the
grow h managenent act; or (b) a city or town wth a comunity
enpower ment _zone.

(2) "Community enpowernent zone" has the sane neaning as in section
101 of this act.
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(3) "CGoverning authority" neans the |l ocal |egislative authority of
acity having jurisdiction over the property for which an exenpti on may
be applied for under this chapter.

((3))) (4) "Gowth managenent act" neans chapter 36. 70A RCW

((4))) (5) "Miltiple-unit housing"” nmeans a buil di ng havi ng four or
nore dwelling units not designed or used as transient accommodati ons
and not including hotels and notels. Miltifamly units may result from
new construction or rehabilitated or conversion of vacant,
underutilized, or substandard buildings to nmultifam |y housing.

((65))) (B6) "Omer" neans the property owner of record.

((6))) (7). "Permanent residential occupancy” neans nmultiunit
housing that provides weither rental or owner occupancy on a
nontransi ent basis. This includes owner-occupied or rental
accommodation that is | eased for a period of at | east one nonth. This
excludes hotels and notels that predom nately offer rental
accommodation on a daily or weekly basis.

((6A)) (8) "Rehabilitation inprovenents"” neans nodifications to
exi sting structures, that are vacant for twel ve nonths or |onger, that
are made to achi eve a condition of substantial conpliance with existing
bui l di ng codes or nodification to existing occupied structures which
i ncrease the nunber of nmultifamly housing units.

((8))) (9) "Residential targeted area" neans an area within an
urban center that has been designated by the governing authority as a
residential targeted area in accordance with this chapter

((69Y)) (10) "Substantial conpliance" nmeans conpliance with | ocal
bui | di ng or housing code requirenents that are typically required for
rehabilitation as opposed to new construction.

((20))) 11)(a) "Urban center" neans a conpact identifiable
district where urban residents may obtain a variety of products and
services. An urban center nust contain:

((())) (i) Several existing or previous, or both, business
establishments that may include but are not limted to shops, offices,
banks, restaurants, governnental agencies;

((b)y)) (i) Adequate public facilities including streets,
sidewal ks, lighting, transit, donestic water, and sanitary sewer
systens; and

((e))) (ii) A mxture of uses and activities that nmay include
housi ng, recreation, and cultural activities in associationwth either
commercial or office, or both, use.
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(b) "Urban center" includes an area designated as a community
enpower nent _zone.

Sec. 403. RCW 84.14.050 and 1995 c¢c 375 s 8 are each anended to
read as foll ows:

An owner of property seeking tax incentives under this chapter nust
conplete the foll ow ng procedures:

(1) In the case of rehabilitation or where denolition or new
construction is required, the owner shall secure from the governing
authority or duly authorized agent, before comencenent of
rehabilitation inprovenents or new construction, verification of
property nonconpliance with applicable building and housi ng codes;

(2) I'n the case of new and rehabilitated nultifam |y housing, the
owner shall apply to the city on forns adopted by the governing
authority. The application nust contain the foll ow ng:

(a) Information setting forth the grounds supporting the requested
exenption including information indicated on the application formor in
t he gui del i nes;

(b) A description of the project and site plan, including the floor
plan of units and other information requested;

(c) A statenent that the applicant is aware of the potential tax
l[iability involved when the property ceases to be eligible for the
i ncentive provided under this chapter;

(3) The applicant nust verify the application by oath or
affirmati on; and

(4) The application nust be made on or before April 1 of each year,
and nust be acconpani ed by the application fee, if any, required under
RCW ((84-—314-070)) 84.14.080. The governing authority may permt the
applicant to revise an application before final action by the governing
authority.

PART V -- OTHER PROVI SI ONS

NEW SECTION. Sec. 501. A new section is added to chapter 43.19
RCWto read as foll ows:

(1) An amount not less than ten percent of the total anount
expended by state agencies, departnents, and the legislature for the
pur chase of goods and servi ces on an annual basis shall be expended for
the purchase of goods and services from small businesses located in
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communi ty enpower nent zones. The departnent of general adm nistration
shal | adopt admi nistrative rules to inplenent this section

(2) As used in this section:

(a) "Comrunity enpower nent zone" has the sane neaning as i n section
101 of this act; and

(b) "Small business” neans an entity subject to taxation under
chapter 82.04 RCW and that has less than fifty full-tinme enployees.
The term "small business"” also includes a consortium of two or nore
smal | busi nesses.

PART VI -- TECHNI CAL PROVI SI ONS

Sec. 601. RCW 82. 60. 020 and 1996 c¢c 290 s 4 are each anended to
read as foll ows:

Unl ess the context clearly requires otherwi se, the definitions in
this section apply throughout this chapter.

(1) "Applicant” nmeans a person applying for a tax deferral under
this chapter.

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

(3) "Eligible area” neans: (a) A county in which the average | evel
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; (b) a county that has
a medi an househol d i ncone that is | ess than seventy-five percent of the
state nedi an household inconme for the previous three years; (c) a
metropolitan statistical area, as defined by the office of federa
statistical policy and standards, United States departnent of conmerce,
in which the average |evel of unenploynent for the cal endar year
i mredi ately preceding the year in which an application is filed under
this chapter exceeds the average state unenpl oynent for such cal endar
year by twenty percent; (d) a designated community enpowernment zone
approved under RCW 43.63A 700 (as recodified by this act) or a county
containing such a community enpowernent zone; (e) a town wth a
popul ation of |less than twel ve hundred persons in those counties that
are not covered under (a) of this subsection that are tinber inpact
areas as defined in RCW 43.31.601; (f) a county designated by the
governor as an eligible area under RCW82.60.047; or (g) a county that
is contiguous to a county that qualifies as an eligible area under (a)
or (f) of this subsection.
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(4)(a) "Eligible investnent project” neans:

(i) An investnent project in an eligible area as defined in
subsection (3)(a), (b), (c), (e), or (f) of this section; or

(1i) That portion of an investnment project in an eligible area as
defined in subsection (3)(d) or (g) of this section which is directly
utilized to create at |east one new full-tinme qualified enploynment
position for each three hundred t housand dol | ars of i nvestnent on which
a deferral is requested in an application approved before July 1, 1994,
and for each seven hundred fifty thousand dollars of investnent on
whi ch a deferral is requested in an application approved after June 30,
1994.

(b) The | essor/owner of a qualified building is not eligible for a
deferral unless the underlying ownership of the buildings, machinery,
and equi pnent vests exclusively in the sanme person, or unless the
| essor by witten contract agrees to pass the econom c benefit of the
deferral to the lessee in the formof reduced rent paynents.

(c) For purposes of (a)(ii) of this subsection:

(i) The departnment shall consider the entire investnent project,
including any investnent in machinery and equi pnent that otherw se
qualifies for exenption under RCW 82.08.02565 or 82.12.02565, for
purposes of determning the portion of the investnment project that
qualifies for deferral as an eligible investnment project; and

(1i) The nunber of new full-tinme qualified enploynment positions
created by an investnent project shall be deened to be reduced by the
nunber of full-time enpl oynent positions maintained by the recipient in
any other community in this state that are displaced as a result of the
i nvest ment project.

(d) "Eligible investnment project"” does not include any portion of
an investnent project undertaken by a light and power business as
defined in RCW82. 16. 010(5), other than that portion of a cogeneration
project that is used to generate power for consunption within the
manufacturing site of which the cogeneration project is an integra
part, or investnment projects which have already received deferrals
under this chapter

(5) "Investnent project” neans an i nvestnent in qualified buildings

or qualified machinery and equiprment, including |abor and services
rendered in the planning, installation, and construction of the
proj ect .
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(6) "Manufacturing” neans all activities of a comercial or
industrial nature wherein labor or skill is applied, by hand or
machi nery, to materials so that as a result thereof a new, different,
or wuseful substance or article of tangible personal property is
produced for sale or comrercial or industrial use and shall include the
production or fabrication of specially made or custom nade articles.
"Manuf acturi ng" al so includes conputer progranmm ng, the production of
conputer software, and other conputer-related services, and the
activities performed by research and devel opnment |aboratories and
commercial testing | aboratories.

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

(8) "Qualified buildings" neans constructi on of newstructures, and
expansion or renovation of existing structures for the purpose of
i ncreasing floor space or production capacity used for manufacturing
and research and devel opnent activities, including plant offices and
war ehouses or other facilities for the storage of raw material or
finished goods if such facilities are an essential or an integral part

of a factory, mll, plant, or laboratory used for manufacturing or
research and devel opnent. If a building is wused partly for
manufacturing or research and developnment and partly for other
purposes, the applicable tax deferral shall be determned by
apportionment of the costs of construction under rul es adopted by the
depart nent.

(9) "Qualified enploynent position" neans a permanent full-tinme
enpl oyee enployed in the eligible investnment project during the entire
tax year

(10) "Qualified machinery and equi prent” nmeans all new industri al
and research fixtures, equipnent, and support facilities that are an
integral and necessary part of a manufacturing or research and
devel opment operation. "Qualified machinery and equi pnent” incl udes:
Conmputers; software; data processing equi pnent; |aboratory equi pnent;
manuf acturing conponents such as belts, pulleys, shafts, and noving
parts; nolds, tools, and dies; operating structures; and all equi prment
used to control or operate the machinery.

(11) "Recipient"” neans a person receiving a tax deferral under this
chapter.

(12) "Research and devel opnment” neans the devel opnent, refinenent,
testing, marketing, and commrercialization of a product, service, or
process before commercial sales have begun. As wused in this
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subsection, "commercial sales" excludes sales of prototypes or sales
for market testing if the total gross receipts fromsuch sales of the
product, service, or process do not exceed one mllion dollars.

Sec. 602. RCW 82.60.040 and 1995 1st sp.s. ¢ 3 s 6 are each
anmended to read as foll ows:

(1) The departnment shall issue a sales and use tax deferral
certificate for state and | ocal sal es and use taxes due under chapters
82.08, 82.12, and 82.14 RCWon each eligible investnent project that:

(a) Is located in an &eligible area as defined in RCW
82.60.020(3) (a), (({by)) (c), (({eh=——eoFr)) (e)._or (f);
(b) Is located in an &eligible area as defined in RCW

82.60.020(3)((£H))) (g) if seventy-five percent of the new qualified
enpl oynment positions are to be filled by residents of a contiguous
county that is an eligible area as defined in RCW 82.60.020(3)(a) or
((€er)) (£); or

(c) Is located in an &eligible area as defined in RCW
82.60.020(3)((f€e))) (d) if seventy-five percent of the new qualified
enpl oynent positions are to be filled by residents of a designated
communi ty enpower nent zone approved under RCW43. 63A. 700 (as recodified
by this act) located within the county in which the eligible investnent

project is |ocated.
(2) The departnent shall keep a running total of all deferrals
grant ed under this chapter during each fiscal biennium

Sec. 603. RCW 82. 62. 010 and 1996 c¢c 290 s 5 are each anended to
read as foll ows:

Unl ess the context clearly requires otherwi se, the definitions in
this section apply throughout this chapter.

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

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

(3) "Eligible area” neans: (a) A county in which the average | evel
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; (b) a county that has
a medi an househol d i nconme that is | ess than seventy-five percent of the
state nedi an household inconme for the previous three years; (c) a
metropolitan statistical area, as defined by the office of federa
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statistical policy and standards, United States departnent of conmerce,

in which the average |evel of unenploynent for the cal endar year

i mredi ately preceding the year in which an application is filed under

this chapter exceeds the average state unenpl oynent for such cal endar

year by twenty percent; (d) a designated community enpowernment zone
approved under RCW 43.63A. 700 (as recodified by this act); or (e)

subcounty areas in those counties that are not covered under (a) of

this subsection that are tinber inpact areas as defined in RCW
43. 31. 601.

(4)(a) "Eligible business project” neans manufacturing or research
and devel opnent activities which are conducted by an applicant in an
eligible area at a specific facility, provided the applicant’s average
full-time qualified enpl oynent positions at the specific facility wll
be at | east fifteen percent greater in the year for which the credit is
being sought than the applicant’s average full-tinme qualified
enpl oynment positions at the sane facility in the i nmedi ately precedi ng
year.

(b) "Eligible business project"” does not include any portion of a
busi ness project undertaken by a Iight and power busi ness as defined in
RCW 82.16.010(5) or that portion of a business project creating
qualified full-time enploynment positions outside an eligible area or
those recipients of a sales tax deferral under chapter 82.61 RCW

(5 "Manufacturing” neans all activities of a comercial or
i ndustrial nature wherein labor or skill is applied, by hand or
machi nery, to materials so that as a result thereof a new, different,
or wuseful substance or article of tangible personal property is
produced for sale or comercial or industrial use and shall include the
production or fabrication of specially made or custom nade articles.
"Manuf acturi ng" al so includes conputer progranmm ng, the production of
conputer software, and other conputer-related services, and the
activities performed by research and devel opnment |aboratories and
commercial testing | aboratories.

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

(7) "Qualified enploynent position" neans a permanent full-tine
enpl oyee enployed in the eligible business project during the entire
tax year

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

(9) "Recipient" neans a person receiving tax credits under this
chapter.
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(10) "Research and devel opnent" neans the devel opnent, refinenent,
testing, marketing, and commrercialization of a product, service, or
process before comercial sales have begun. As used in this
subsection, "commercial sales" excludes sales of prototypes or sales
for market testing if the total gross receipts fromsuch sales of the
product, service, or process do not exceed one mllion dollars.

NEW SECTI ON. Sec. 604. (1) Sections 1, 101, and 104 through 108
of this act constitute a new chapter in Title 43 RCW

(2) Sections 201 through 204 of this act constitute a new chapter
in Title 82 RCW

(3) Sections 205 through 210 of this act constitute a new chapter
in Title 74 RCW

(4) Sections 301 through 308 of this act constitute a new chapter
in Title 82 RCW

(5) Sections 309 through 316 of this act constitute a new chapter
in Title 82 RCW

NEW SECTI ON.  Sec. 605. RCW43.63A. 700 and 43. 63A. 710, as anended
by this act, are each recodified as sections in chapter 43.-- RCW
(sections 1, 101, and 104 through 108 of this act).

NEW SECTION.  Sec. 606. If any part of this act is found to be in
conflict wwth federal requirenments that are a prescribed condition to
the allocation of federal funds to the state, the conflicting part of
this act is inoperative solely to the extent of the conflict and with
respect to the agencies directly affected, and this finding does not
affect the operation of the remainder of this act inits application to
t he agenci es concerned. Rul es adopted under this act nust neet federal
requi renents that are a necessary condition to the recei pt of federal
funds by the state.

NEW SECTI ON. Sec. 607. If 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.

NEW SECTI ON. Sec. 608. Part and subpart headi ngs used in this act
are not any part of the |aw.
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1 NEW SECTION. Sec. 609. Section 602 of this act expires July 1,
2 2004.

~-- END ---
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