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SUBSTI TUTE HOUSE BI LL 1476

State of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on

By House Conmi ttee on Econom c Devel opnent, Housing & Trade (originally
sponsored by Representatives Gonbosky, Benson, Wwod, \Veloria
D. Sommers, Schindler, Crouse, Dunshee, Morris, M1l oscia, E ckneyer and
Linville)

Read first tinme 03/02/1999.

AN ACT Rel ating to conmunity enpower nment; amendi ng RCW43. 63A. 700,
43. 63A. 710, and 82.60.020; adding a new chapter to Title 43 RCW
creating a new section; and recodi fying RCW43. 63A. 700 and 43. 63A. 710.

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 | ack of enpl oynent opportunities, an average i ncone
level that is below the nedian incone level for the surrounding
community, a | ack of affordable housing, deteriorating infrastructure,
and a lack of facilities for comunity services, job training, and
educati on;

(b) Strategies to encourage reinvestnment in these areas by
assi sting local businesses to becone stronger and area residents to
gai n 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;
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(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 Ilevels of governnment, community individuals,
organi zations, and the private sector in the policy-naking process.

NEW SECTI O\ Sec. 2. 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.

(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"” nmeans the director of the departnent of comunity,
trade, and econom c devel opnent.

(5) "Local governnment" neans a city, code city, town, or county.
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Sec. 3. 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 conmunity 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
destgnatioen)) shall:

(a) Containinformation 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 government by its chief
el ected official, or, if none, by the governing body of the [ ocal
government ((+-)) .

(c) Contain a five-year community enpower ment plan that ((deseribes

a¥a 'a Fa' NN a¥a aYaaaalila aa A asaVa NNE aYaaaalila
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local—governrent—wi-H—take —to—acquire—these—funds-)) neets the

requirenents of section 5 of this act; and
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(d) Certify that ((netghberheed)) area residents were given the
opportunity to participate in the developnent of the five-year

community enpowernent strategy required under (({e)—eof——+this
subseet+on)) section 5 of this act.

(2) No | ocal gover nnment shal | subm t nmore 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 January 1, 1994, the director
may desi gnate up to six ((destgnhrated)) community enpower nent zones from
anong the applications ((eHgible)) submtted for designation as a
((destgnated)) community enpower nent zone.

(ii) After July 1, 1999, the director nmay designate up to an
additional three comunity enpowernent zones from the applications
submtted for designation as a community enpowernent zone. The
director shall designate at |east one of the community enpowernent
zones in a county that is (A) located east of the crest of the Cascade
nountains; and (B) classified as a netropolitan statistical area, as
determ ned by the office of financial managenent.

(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+hi+s)) section 5 of this act.

(1i) The level of private ((ecomtrepnts—by—private—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 6 of this act, an area that was
designated a comunity enpowernent zone before January 1, 1996, under
this section, automatically and without additional action by the | ocal
governnment continues its designation under this chapter

(5) The departnment may not designate additional comunity
enpower nent zones after January 1, 2001, but nmay anend or rescind
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desi gnations of comunity enmpower nent zones in accordance with section
6 of this act.

Sec. 4. 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))
comunity 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 available 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 5 of this act nust be adopt ed.

(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 consider 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.

NEWSECTION. Sec. 5. (1) The five-year community enpowernent plan
requi red under RCW43. 63A. 700 (as recodified by this act) shall contain
information that describes the comrunity devel opnent needs of the
proposed comunity enpower nent zone and present a strategy for neeting
t hose needs. The plan shall address the foll ow ng categories:

(a) Housing needs for all economc segnents of the proposed
communi ty enpower nent zone
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(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 nmeeting 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 balance 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 nust 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 .

NEW SECTION. Sec. 6. (1) The termnms or conditions of a comrunity
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
request ed anendnent. The | ocal governnment nust pronptly file with the
departnment a request for approval that contains information the
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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 governnent 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 | ocal governnment 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
desi gnation as a community enpowernent zone.

NEWSECTION. Sec. 7. The departnment shall adm nister this chapter
and has the foll ow ng powers and duti es:

(1) To monitor the inplenentation of chapter . . ., Laws of 1999
(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, 1999, 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;

(4) To assist | ocal governnments in obtaining federal designation as
ei ther an enpowernent zone or enterprise conmunity;
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(5 To work with appropriate state agencies and the departnent to
coordinate the delivery of prograns, including but not limted to
housi ng, communi ty 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 O\ Sec. 8. The admnistration of a comunity
enpower nent zone is under the jurisdiction of the |ocal governnent.
Each |ocal governnment shall, by ordinance, designate a community
enpower ment zone adm nistrator for the area designated as a community
enpowerment zone that is wthin its jurisdiction. A comunity
enpower ment zone adm ni strator 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, and | abor and communi ty-based organi zations within
the community enpower nent zone.

NEW SECTION. Sec. 9. This chapter nay be known and cited as the
Washi ngton community enpower nent zone act.

NEW SECTI ON..  Sec. 10. (1) Sections 1, 2, and 5 through 9 of this
act constitute a new chapter in Title 43 RCW

(2) RCW43.63A. 700 and 43. 63A. 710, as anended by this act, are each
recodified as sections in chapter 43.-- RCW (sections 1, 2, and 5
through 9 of this act).

Sec. 11. RCWB82.60.020 and 1996 ¢ 290 s 4 are each anended to read
as follows:

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

SHB 1476 p. 8
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a nmedi 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 or a county containing such a community
enpower nent zone; (e) a town with a population of less than twelve
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 RCW 82.60.047; or (g) a county that is contiguous to a county
that qualifies as an eligible area under (a) or (f) of this subsection.

(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)) two hundred fifty thousand dollars of investnent
on which a deferral is requested in an application approved after June
30, 1994.

(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 sane 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 departnent shall consider the entire investnent project,
including any investnment in machinery and equi pnent that otherw se
qualifies for exenption under RCW 82.08.02565 or 82.12.02565, for
pur poses 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
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nunmber of full-tinme enpl oynent positions naintained by the recipient in
any other community in this state that are di splaced 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 investnent 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 .

(6) "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.

(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.
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(9) "Qualified enploynent position" neans a permanent full-tine
enpl oyee enployed in the eligible investnent 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 opnment operation. "Qualified machinery and equi pnent” incl udes:
Conmputers; 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.

(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 comrercialization 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 SECTION. Sec. 12. 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 O\ Sec. 13. 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.

~-- END ---
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