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5594-S2. E AVH FI N H2664. 2

E2SSB 5594 - H COVM AMD NOT ADOPTED 04/ 13/ 99
By Comm ttee on Fi nance

Strike everything after the enacting clause and insert the
fol | ow ng:

"PART |
DI STRESSED AREA SALES AND USE TAX DEFERRAL

Sec. 101. RCW 82.60.020 and 1996 ¢ 290 s 4 are each amended 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) "Departnment” nmeans the department of revenue.
(3) "Eligible area" nmeans((——Fa)—A—county—i+n—which—the—average
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subseet+on)) a county with fewer than one hundred persons per square
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mle as deternm ned annually by the office of financial managenent and

publi shed by the departnent of revenue effective for the period July

1st through June 30th.

(4)(a) "Eligible investnent project"” nmeans((:

) an investnent project in an eligible area as defined in
subsection (3) ((a)y5—b)y—Fe)—Fe)—or—f£))) of this section((:—er

T : : : : . i aibl

(b) The I 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.

)y)) "Eligible investnent 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) "Investnment project” neans an i nvestnent in qualified buildings
or qualified machinery and equiprent, including |abor and services
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rendered in the planning, installation, and construction of the
proj ect .

(6) "Manufacturing" neans ((aH—aetivities—of—a—commeretal—or
o ol I . Lol WETEE Lied | I I

the sane as defined in RCW 82.04.120. "Mnufacturing"” also includes

conput er programm ng, the production of conputer software, and ot her
conputer-rel ated 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 l|aboratory 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.

tax—year—

£206))) "Qualified machi nery and equi pnent"” nmeans all newindustri 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:
Conputers; software; data processing equi pnent; |aboratory equi pnent;
manuf acturi ng 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.

(((2H)) (10) "Recipient" nmeans a person receiving a tax deferral
under this chapter
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((221)) (11) "Research and devel opnent” neans the devel opnent,
refinement, testing, marketing, and commercialization of a product,
service, or process before commercial sales have begun. As used in
this subsection, "comercial sales" excludes sales of prototypes or
sales for market testing if the total gross receipts fromsuch sal es of
the product, service, or process do not exceed one mllion dollars.

Sec. 102. RCW 82. 60. 040 and 1997 c¢c 156 s 5 are each amended to
read as fol |l 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((:

2))) 1is located in an eligible area as defined in RCW
82. 60. 020( ( 3)r—=a)—fth)y—Fe)—Fter—or—(H+

b I L i aibl ot i L

(2) The departnent shall keep a running total of all deferrals
grant ed under this chapter during each fiscal biennium
(3) This section expires July 1, 2004.

Sec. 103. RCW 82.60.070 and 1995 1st sp.s. ¢ 3 s 9 are each
anended to read as foll ows:

repate-)) Each recipient of a deferral granted under this chapter
after June 30, 1994, shall submt a report to the departnent on
Decenber 31st of the year in which the investnent project is certified
by the departnent as having been operationally conpleted, and on
Decenber 31st of each of the seven succeeding cal endar years. The
report shall contain information, as required by the departnment, from
whi ch the departnent nmay determ ne whether the recipient is neeting the
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requi renents of this chapter. If the recipient fails to submt a
report or submts an i nadequate report, the departnent may decl are the
anount of deferred taxes outstanding to be imedi ately assessed and
payabl e.

(2) If, on the basis of a report under this section or other
information, the departnent finds that an investnent project is not
eligible for tax deferral under this chapter ((fer—reasens—other—than
il I . I I : Lified I
poest+t+oens)), the anmount of deferred taxes outstanding for the project

shal | be i medi ately due.

{6¥)) Notwithstanding any other subsection of this section,
deferred taxes need not be repaid on machi nery and equi prent for | unber
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and wood products industries, and sales of or charges nmade for |abor

and services, of the type which qualifies for exenption under RCW
82. 08. 02565 or 82.12.02565 to the extent the taxes have not been repaid

before July 1, 1995.

((6H)) (4) Notwi thstandi ng any ot her subsection of this section,
deferred taxes on the follow ng need not be repaid:

(a) Machi nery and equi pnent, and sal es of or charges made for | abor
and services, which at the time of purchase would have qualified for
exenption under RCW 82. 08. 02565; and

(b) Machinery and equi pnrent which at the tinme of first use would
have qualified for exenption under RCW 82. 12. 02565.

PART 11
DI STRESSED AREA BUSI NESS AND OCCUPATI ON TAX JOB CREDI T

Sec. 201. RCW 82.62.010 and 1996 ¢ 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” nmeans a person applying for a tax credit under this
chapter.

(2) "Departnment” nmeans the department of revenue.
(3) "Eligible area" neans((—Ffa)r—A—~county—i+n—which—the—average

a¥a a aVa' a aV¥a' a N AN N N
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+Hpact—areas—as—defned+nRCW43-31-601)) an area as defined in RCW
82. 60. 020.
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(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-time 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 proj ect undertaken by a |ight 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 ((aH—aetivities—of—a—commeretal—or
o ol I . Lol WETEE Lied | I I

the sane as defined in RCW 82.04.120. "Mnufacturing"” also includes

conput er programm ng, the production of conputer software, and ot her
conputer-rel ated 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.

(10) "Research and devel opnent" neans the devel opnent, refinenent,
testing, marketing, and commrercialization of a product, service, or
process before commercial sales have begun. As wused 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.

Sec. 202. RCW 82.62. 030 and 1997 ¢ 366 s 5 are each anended to
read as foll ows:



© 00 N O Ol WDN P

W WNNNNMNNNMNNMNNMNNNRRRRRRERLERPRPR
P O © 0 N0 UM WNEROOOO-NOOOUAWNIERO

32
33

34
35
36

(1) A person shall be allowed a credit against the tax due under

chapter 82.04 RCW as provided in this section. ((Fer—an—appH-ecation

projeet—Fer—an—appH-cati-en—appreved—on—-or—afterJuly—1—1997-)) The
credit shall equal: (a) Four thousand dollars for each qualified
enpl oynent position with wages and benefits greater than forty t housand
dollars annually that is directly created in an eligible business((-
L . I : I | o ¥ hail
egual)) and (b) two thousand dollars for each qualified enploynent
position with wages and benefits | ess than or equal to forty thousand
dollars annually 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
( ( Hve—mtH+oen—FHvehundredthousand—delars—+n—i+seal—year—1998—-6+
1999—+6r)) seven mllion five hundred thousand dollars in any fisca
year ((thereafter)). If all or part of an application for credit is
di sall oned 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
t he 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.

PART |11
COMMUNI TY EMPONERVENT ZONES

NEW SECTION. Sec. 301. A new section is added to chapter 82.60
RCWto read as foll ows:
(1) For the purposes of this section:
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(a) "Eligible area” al so neans a designated conmunity enpower nent
zone approved under RCW 43. 63A. 700.

(b) "Eligible investnent project"” al so neans an i nvestnent project
inan eligible area as defined in this section.

(2) In addition to the provisions of RCW82. 60. 040, the departnent
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
RCW on each eligible investnment project that is |ocated in an eligible
area, if the applicant establishes that at the time the project is
operationally conpl ete:

(a) The applicant will hire at least one qualified enploynent
position for each seven hundred fifty thousand dollars of investnent on
which a deferral is requested; and

(b) The positions will be filled by persons who at the tine of hire
are residents of the conmunity enpowernent zone in which the project is
| ocated. As used in this subsection, "resident" nmeans the person nmakes
his or her hone in the conmmunity enpowernent zone. A nmailing address
alone is insufficient to establish that a person is a resident for the
pur poses of this section. The persons nust be hired after the date the
application is filed with the departnent.

(3) Al other provisions and eligibility requirenents of this
chapter apply to applicants eligible under this section.

(4) If a person does not neet the requirenents of this section by
the end of the cal endar year follow ng the year in which the project is
certified as operationally conplete, all deferred taxes are i nmedi ately
due.

NEW SECTION. Sec. 302. A new section is added to chapter 82.62
RCWto read as foll ows:

(1) For the purposes of this section "eligible area” also neans a
desi gnated community enpower nent zone approved under RCW 43. 63A. 700.

(2) An eligible business project |located within an eligible area as
defined in this section qualifies for a credit under this chapter for
t hose enpl oyees who at the tine of hire are residents of the community
enpower ment zone in which the project is located, if the fifteen
percent threshold is nmet. As used in this subsection, "resident"” neans
t he person nmakes his or her hone in the community enpowernent zone. A
mai | i ng address alone is insufficient to establish that a person is a
resident for the purposes of this section.
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(3) Al other provisions and eligibility requirenents of this
chapter apply to applicants eligible under this section.

PART |V
M SCELLANEQUS

NEW SECTI ON.  Sec. 401. Part headi ngs and subheadi ngs used in this
act are not any part of the | aw.

NEW SECTI ON.  Sec. 402. This act takes effect August 1, 1999.

NEW SECTI ON.  Sec. 403. Sections 101 through 103, 201, and 202 of
this act do not affect any existing right acquired or liability or
obl i gati on under the sections anended or repealed in those sections or
any rul e or order adopted under those sections, nor does it affect any
proceedi ng instituted under those sections.

NEW SECTI ON. Sec. 404. 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.”

E2SSB 5594 - H COWM ANMD

By Comm ttee on Fi nance

On page 1, line 1 of the title, after "vitality;" strike the
remai nder of the title and insert "anmendi ng RCW 82. 60. 020, 82. 60. 040,
82. 60. 070, 82.62.010, and 82.62.030; adding a new section to chapter
82.60 RCW adding a new section to chapter 82.62 RCW creating new
sections; providing an effective date; and providing an expiration
date."

10



