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HOUSE BI LL 2140

State of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on
By Representatives Mirris, Kessler and Santos

Read first tine 02/17/1999. Referred to Comm ttee on Fi nance.

AN ACT Relating to tax credits for advanced tel econmuni cati ons and
information services infrastructure inprovenents in rural areas;
amendi ng RCW 43.160. 010, 43.160.020, and 43.160.050; adding a new
section to chapter 43.160 RCW adding new sections to chapter 82.04
RCW adding a new section to chapter 82.16 RCW and providing
expiration dates.

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

Sec. 1. RCWA43.160.010 and 1996 ¢ 51 s 1 are each anended to read
as follows:

(1) The legislature finds that it is the public policy of the state
of Washington to direct financial resources toward the fostering of
econom ¢ devel opnent through the stinulation of investnent and job
opportunities and the retention of sustainable existing enploynment for
the general welfare of the inhabitants of the state. Reduci ng
unenpl oynment and reducing the tinme citizens remain jobless is inportant
for the economc welfare of the state. A valuable neans of fostering
econom ¢ devel opnent is the construction of public facilities which
contribute to the stability and growh of the state’s econom c base.
Strengthening the economic base through issuance of industrial
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devel opnment bonds, whet her single or unbrella, further serves to reduce
unenpl oynent . Consolidating issues of industrial devel opnent bonds
when feasi ble to reduce costs additionally advances the state’ s purpose
to i nprove economc vitality. Expenditures nade for these purposes as
authorized in this chapter are declared to be in the public interest,
and constitute a proper use of public funds.

Econom c developnent is also increasingly dependent upon the
exi stence  of an___advanced telecommunications and information
infrastructure. For a healthy econony, businesses located in rura
| ocations need access to advanced tel ecommunications and information
services at rates and standards of quality that are reasonably
conparable to rates and standards of quality that are offered i n urban
areas. Public policy should provide incentives to encourage private
i nvest nent in advanced t el ecomruni cati ons and i nformation
infrastructure So t hat t he benefits of conpetition in
t el ecommuni cations, advanced teleconmunications, and information
services reach not only urban areas but also other areas of the state
on_a reasonably conparable and tinely basis.

A conmmunity econom c revitalization board i s needed which shall aid
t he devel opnment of econom c opportunities. The general objectives of
t he board shoul d i ncl ude:

(a) Strengthening the econom es of areas of the state which have
experienced or are expected to experience chronically high unenpl oynent
rates or bel ow average growh in their econom es;

(b) Encouraging the diversification of the economes of the state
and regions within the state in order to provide greater seasonal and
cyclical stability of income and enpl oynent;

(c) Encouraging wi der access to financial resources for both | arge

and small industrial devel opnment projects;
(d) Encouragi ng new econom ¢ devel opnent or expansions to maximnm ze
enpl oynent ;

(e) Encouraging the retention of viable existing firms and
enpl oynent; ((and))

(f) Providing incentives for expansion of enploynment opportunities
for groups of state residents that have been | ess successful relative
to other groups in efforts to gain permanent enpl oynment; and

(g) Encouraging private investnent through tax incentives to
facilitate the construction of an advanced telecommunications and
information infrastructure in rural |ocations.
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(2) The legislature also finds that the state’'s economc
devel opnment efforts can be enhanced by, in certain instances, providing
funds to inprove state highways in the vicinity of new industries
considering locating in this state or existing industries that are
consi dering significant expansion.

(a) The legislature finds it desirable to provi de a process wher eby
the need for diverse public works inprovenents necessitated by planned
econom ¢ devel opnent can be addressed in a tinely fashion and with
coordi nati on anong all responsible governnmental entities.

(b) It is the intent of the legislature to create an econom c
devel opnent account wthin the notor vehicle fund from which
expendi tures can be nmade by the departnent of transportation for state
hi ghway i nprovenents necessitated by pl anned econom ¢ devel opnent. Al
such i nprovenents nust first be approved by the state transportation
comm ssion and the comunity economc revitalization board in
accordance with the procedures established by RCW 43.160.074 and

47.01. 280. It is further the intent of the l|egislature that such
i nprovenents not jeopardize any other planned highway construction
proj ects. The inprovenents are intended to be of Ilimted size and
cost, and to include such itens as additional turn |anes,
signalization, illum nation, and safety inprovenents.

(3) The legislature also finds that the state’'s economc
devel opnent efforts can be enhanced by providing funds to inprove
mar kets for those recyclable materials representing alarge fraction of
the waste stream The legislature finds that public facilities which
result in private construction of processing or remanufacturing
facilities for recyclable materials are eligible for consideration from
t he board.

(4) The legislature finds that sharing econom c growth state-w de
is inportant to the welfare of the state. Rural natural resource
i npact areas do not share in the economc vitality of the Puget Sound
region. Infrastructure is one of several ingredients that are critical
for econom c devel opnent. Rural natural resource inpact areas
generally lack the infrastructure necessary to diversify and revitalize
their econom es. It is, therefore, the intent of the legislature to
increase the availability of funds to help provide infrastructure to
rural natural resource inpact areas.
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Sec. 2. RCW43.160. 020 and 1997 ¢ 367 s 8 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) "Advanced teleconmunications provider" neans any person,
corporation, partnership, or association that operates equipnent and

facilities capable of distributing digital communications signals for

the transm ssion of voice, data, inmge, and other video over distance

for either self use or the provision of such services to others.

(2) "Board" neans the community econom c revitalization board.

((2)) (3) "Bond" neans any bond, note, debenture, interim
certificate, or other evidence of financial indebtedness issued by the
board pursuant to this chapter

((63))) (4) "Departnent” nmeans the departnment of community, trade,
and econom c devel opnent .

((4)) (5) "Financial institution" means any bank, savings and
| oan association, credit wunion, developnment credit corporation,
I nsurance conpany, i nvestment conpany, trust conpany, savi ngs
institution, or other financial institution approved by the board and
mai ntai ning an office in the state.

((65))) (B) "lncunbent |ocal exchange carrier" as defined in 47
US.C Sec. 251(h)(1), means, with respect to an area, the | ocal

exchange carrier that:

(a) On February 8, 1996, provided tel ephone exchange service in
such area; and

(b)(i) On February 8, 1996, was deened to be a nenber of the
exchange carrier association pursuant to section 69.601(b) of the

f ederal comuni cations conmi ssion’s requlations (47 C.F.R 69.601(b));

or

(ii) Is a person or entity that, on or after February 8, 1996
becane a successor or assign of a nenber described in (b)(i) of this

subsecti on.

(7) "l ncunbent | ocal exchange carrier’s service area” neans those
t el ephone exchange areas for which the i ncunbent | ocal exchange carri er

had rate tariffs in effect and naps on file with the utilities and

transportation comm ssion on January 1, 1999.

(8) "I ndustri al devel opnent facilities"” means "industrial
devel opnent facilities" as defined in RCW 39. 84. 020.
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((€66))) (9) "Industrial devel opnent revenue bonds" neans tax-exenpt
revenue bonds used to fund industrial devel opnent facilities.

((6A)) (10) "Local governnment"™ or "political subdivision" neans
any port district, county, city, town, special purpose district, and
any ot her rmnuni ci pal corporations or quasi-nunicipal corporations inthe
state providing for public facilities under this chapter.

((£8))) (11) "Rural location" neans a tel ephone exchange area with

ten thousand or fewer access lines.

(12) "Sponsor”™ neans any of the following entities which
customarily provide service or otherwise aid in industrial or other
financing and are approved as a sponsor by the board: A bank, trust
conpany, savi ngs bank, investnent bank, national banking association,
savings and | oan association, building and | oan association, credit
uni on, insurance conpany, or any other financial institution,
gover nment al agency, or hol ding conpany of any entity specifiedinthis
subsecti on.

((€9)Y)) (43) "Tel econmuni cations infrastructure i nprovenent" nmeans

the construction or upgrade of real property or tangible persona

property used to distribute digital communications signals for the

transm ssion of voice, data, image, and video over distance. | t

includes, but is not limted to, activities such as the | aying of fiber

optic cable, the construction of terrestrial facilities to support

digital communi cations by satellite, and the constructi on of towers and

other facilities to support digital commnications through nonwireline

t echnol oqi es.

(14) "Unbrella bonds" neans industrial devel opnent revenue bonds
from which the proceeds are |oaned, transferred, or otherw se nade
available to two or nore users under this chapter

((£26)y)) (15) "User" nmeans one or nore persons acting as |essee,
purchaser, nortgagor, or borrower wunder a financing docunent and
receiving or applying to receive revenues frombonds i ssued under this

chapter.
((H))) (16) "Public facilities" nmeans bridges, roads, donestic
and industrial water, sanitary sewer, storm sewer, railroad,

electricity, natural gas, buildings or structures, and port facilities.
((+2))) (17) "Rural natural resources inpact area" neans:
(a) A nonnetropolitan county, as defined by the 1990 decennia
census, that neets three of the five criteria set forth in subsection

((3y)) (18) of this section;
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(b) A nonnetropolitan county with a popul ation of less than forty
thousand in the 1990 decennial census, that neets two of the five
criteria as set forth in subsection ((+3))) (18) of this section; or

(c) A nonurbani zed area, as defined by the 1990 decenni al census,
that is located in a netropolitan county that neets three of the five
criteria set forth in subsection ((33))) (18) of this section

((£3))) (18) For the purposes of designating rural natural
resources inpact areas, the following criteria shall be considered:

(a) A lunber and wood products enploynent |ocation quotient at or
above the state average;

(b) A commercial salnon fishing enploynment | ocation quotient at or
above the state average;

(c) Projected or actual direct |unber and wood products job | osses
of one hundred positions or nore;

(d) Projected or actual direct comrercial sal non fishing job | osses
of one hundred positions or nore; and

(e) An unenploynent rate twenty percent or nore above the state
average. The counties that neet these criteria shall be determ ned by
the enpl oynent security departnment for the nost recent year for which
data is avail able. For the purposes of adm nistration of prograns
under this chapter, the United States post office five-digit zip code
delivery areas wll be wused to determne residence status for
eligibility purposes. For the purpose of this definition, a zip code
delivery area of which any part is ten mles or nore froman urbani zed
area i s considered nonurbanized. A zip code totally surrounded by zip
codes qualifying as nonurbanized under this definition is also
consi der ed nonur bani zed. The office of financial nmanagenent shall make
available a zip code listing of the areas to all agencies and
organi zati ons providing services under this chapter.

Sec. 3. RCWA43.160. 050 and 1996 ¢ 51 s 4 are each anended to read
as follows:

The board may:

(1) Adopt bylaws for the regulation of its affairs and the conduct
of its business.

(2) Adopt an official seal and alter the seal at its pleasure.

(3) UWilize the services of other governnental agencies.
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(4) Accept fromany federal agency | oans or grants for the planning
or financing of any project and enter into an agreenent with the agency
respecting the | oans or grants.

(5) Conduct exam nations and investigations and take testinony at
public hearings of any matter material for its information that wll
assist in determnations related to the exercise of the board s | awf ul
power s.

(6) Accept any gifts, grants, or |oans of funds, property, or
financial or other aid in any formfromany other source on any terns
and conditions which are not in conflict with this chapter.

(7) Exercise all the powers of a public corporation under chapter
39. 84 RCW

(8) Invest any funds received in connection with industrial
devel opnent revenue bond financing not required for imredi ate use, as
t he board consi ders appropriate, subject to any agreenents with owners
of bonds.

(9) Arrange for lines of credit for industrial devel opnment revenue
bonds fromand enter into participation agreenents with any financi al
institution.

(10) Issue industrial devel opnment revenue bonds in one or nore
series for the purpose of defraying the cost of acquiring or inproving
any industrial developnment facility or facilities and securing the
paynment of the bonds as provided in this chapter.

(11) Enter into agreenents or other transactions with and accept
grants and t he cooperation of any governnmental agency in furtherance of
this chapter.

(12) Sell, purchase, or insure loans to finance the costs of
i ndustrial devel opnent facilities.

(13) Service, contract, and pay for the servicing of |oans for
i ndustrial devel opnent facilities.

(14) Provide financial analysis and technical assistance for
i ndustrial devel opnent facilities when the board reasonably considers
it appropriate.

(15) Collect, with respect to industrial devel opnent revenue bonds,
reasonable interest, fees, and charges for making and servicing its
| ease agreenents, |oan agreenents, nortgage |oans, notes, bonds,
comm tnents, and ot her evidences of indebtedness. Interest, fees, and
charges are limted to the anpbunts required to pay the costs of the
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board, including operating and adm ni strative expenses and reasonabl e
al l ownances for | osses that may be incurred.

(16) Procure insurance or guarantees from any party as all owable
under law, including a governnental agency, against any loss in
connection with its | ease agreenents, |oan agreenents, nortgage | oans,
and ot her assets or property.

(17) Provide guidance and directionin facilitatingthe devel opnent
of an advanced tel ecomunications and information infrastructure in

rural locations by reviewing and ranking tax credit applications and

recommending certain applications for approval to the departnent of

revenue.

(18) Adopt rul es under chapter 34.05 RCWas necessary to carry out
t he purposes of this chapter.

((+8y)) (19) Do all acts and things necessary or convenient to
carry out the powers expressly granted or inplied under this chapter.

NEWSECTION. Sec. 4. A newsection is added to chapter 43.160 RCW
to read as foll ows:

(1) The community econom c revitalization board shall establish and
adm nister a tel ecommunications infrastructure tax credits programin
coordination wth the departnment of revenue.

(2) Under this teleconmunications infrastructure tax credits
program the board shall review applications for business and
occupation and public utility tax credits on a conpetitive basis, in
accordance with criteria in subsection (5) of this section.

(3) The board shall recommend to the departnment of revenue which
tax credit applications shoul d be approved, provided that each year the
total anpbunt of tax credits recommended for approval does not exceed
the avail abl e anobunt of tax credits conputed under section 5 of this
act. Each year the board shall forward to the departnent of revenue a
list of the tel econmunications infrastructure tax credits reconmended
for approval.

(4) The departnent of revenue shall approve applications for these
tel ecomuni cations infrastructure tax credits as provided in section 5
of this act.

(5) Criteria for evaluating and ranking tax credit applications is
as follows:

(a) The nunber of jobs to be created or retained as a result of a
t el ecomuni cations infrastructure inprovenent in a rural |ocation;
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(b) Conparability between rates generally charged for advanced
t el ecommuni cati ons and i nformati on services i n urban and ot her | ow cost
| ocations of the state to the rates that that tax credit applicant
indicates it wll charge custonmers in the rural |ocation where the
infrastructure i nprovenent is to be made, if the applicant will provide
advanced tel ecommuni cations and information services to others;

(c) The size of the tel ecommuni cations bandwi dth that will be nade
available to consuners in a rural location as a result of the
t el ecommuni cations infrastructure inprovenent;

(d) The anobunt of noney that an applicant will spend fromits own
funds, in excess of the expenditure anount for which a tax credit
application is nade, to make a telecommunications infrastructure
i nprovenent in a rural |ocation; and

(e) The geographical distribution of the tax credits to be
recommended for approval.

(6) The board shall take steps to inform business and residenti al
consuners located in rural |ocations and advanced tel ecommuni cations
providers will be informed about the business and occupation tax
credits available on a conpetitive basis for telecomunications
infrastructure i nprovenents made in rural |ocations.

(7) The board shall allow a joint tax credit application to be
subm tted under this section when two or nore advanced
t el ecomruni cati ons provi ders intend to jointly construct a
t el ecomuni cations infrastructure inprovenent.

(8) Atax credit applicant nust attach to the application a |list of
t he businesses that have requested advanced tel econmunications and
information services which cannot be supported by the existing
tel ecomuni cations infrastructure located in the area where the
t el ecomuni cations infrastructure inprovenent is to be made. The |i st
shall indicate for each business the nunber of jobs expected to be
created or retained as a result of the telecomunications
infrastructure inprovenent.

(9) No nore than fifteen percent of tax credits recomended for
approval in any one year shall be for tel ecommunications infrastructure
projects located in the sanme county.

(10) No nore than fifteen percent of the tax credits recomended
for approval in any one year shall be for telecommunications
infrastructure projects to be constructed by the sanme advanced
t el ecommuni cations provider or its affiliates.
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(11) The board may reconmend for approval a tax credit application
submtted by an incunbent |ocal exchange carrier if the application
proposes to construct a telecomunications infrastructure inprovenent
in a rural location that is l|located outside of an incunbent |oca
exchange carrier’s service area. The board nmay not reconmmend approva
for any tax credit application submtted by an i ncunbent | ocal exchange
carrier if the application proposes to construct a tel ecommunications
infrastructure inprovenment in a rural location that is |ocated inside
of an incunbent | ocal exchange carrier’s service area.

(12) This section expires Decenber 31, 2005.

NEW SECTION. Sec. 5. A new section is added to chapter 82. 04 RCW
to read as foll ows:

For purposes of the tel ecommunications infrastructure tax credits
program established in section 4 of this act, each cal endar year the
avai |l abl e anmount of tax credits shall be determ ned as foll ows:

(1) I'n Washington the average rate of growh in gross revenues for
t el ephone busi nesses during cal endar years 1992 t hrough 1996 was seven
percent. For purposes of this section, seven percent shall be the base
growh rate.

(2) Every Cctober the departnent of revenue shall

(a) Conmpute total tax paid under this chapter by businesses in
North American industry classification system code 5133 for the |ast
two cal endar years. If at any tinme the United States office of
managenent and budget or a successor agency should change or replace
the present North Anmerican industry classification code system the
departnment of revenue shall use the code systemissued by the office of
managenent and budget or its successor agency to determ ne the code
corresponding to the one listed in this definition;

(b) Conpute the rate of growh that occurred in taxes paid under
this chapter by teleconmunications businesses by subtracting tota
taxes paid fromtwo cal endar years ago froml ast cal endar year’s total
taxes paid and then dividing this amunt by total taxes paid fromtwo
cal endar years ago;

(c) Conpare the growth rate conputed under (b) of this subsection
to the base growth rate. |[If the rate of growth conputed under (b) of
this subsection exceeds the base growmh rate, then the departnent of
revenue shall subtract the base growh rate from the growh rate
conput ed under (b) of this subsection and multiply this anount agai nst

HB 2140 p. 10



©O© 00 N O Ol WDN P

e T
w N R O

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

total taxes paid by tel ecommuni cations busi nesses for the | ast cal endar
year. The product of this calculation or thirty mllion dollars,
whi chever is | ess, shall be the amount of tax credits available for the
cal endar year beginning on January 1st for the telecomunications
infrastructure tax credits program

(d) If the rate of growth conmputed under (b) of this subsection is
| ess than the base growh rate, then no noneys shall be avail able for
tax credits; and

(e) By October 15th of each year the departnent of revenue shal
informthe community economc revitalization board of the anpunt of tax
credits avail able for the tel ecommuni cations infrastructure tax credits
program

(3) This section expires Decenber 31, 2005.

NEW SECTION. Sec. 6. A new section is added to chapter 82.04 RCW
to read as foll ows:

(1) (a) An advanced tel ecomruni cations provider is allowed a credit
against tax due under this chapter for expenses incurred in
constructing tel econmunications infrastructure inprovenents in rural
| ocations if the credit has been approved by the department. A credit
approved by the departnent under subsection (2) of this section nay be
claimed over a three-year period but nmay not exceed the anount of tax
that woul d ot herwi se be due under this chapter during the three-year
peri od. A credit unused at the end of the three-year period shall
expire. Refunds may not be clained in place of credits. |If a person
has used a credit approved under this section for tax under chapter
82.16 RCW that sane credit cannot be used against tax under this
chapter.

(b) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(1) "Advanced tel ecommunications provider" is as defined in RCW
43.160. 020(1).

(11) "Expenses" neans anounts spent for materials that becone part
of the tel econmuni cations infrastructure i nprovenent being constructed
and charges for Ilabor and services rendered in constructing the
t el ecomuni cations infrastructure inprovenent.

(ti1) "Rural location" is as defined in RCW43.160.020(11).

(1v) "Tel ecommuni cations infrastructure i nprovenent” is as defined
in RCW 43.160. 020(13).
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(2) The departnent shall approve a tax credit application if the
community economc revitalization board has forwarded and recommended
the tax credit application for approval to the departnent as provided
in section 4 of this act.

(3)(a) A person who fails to neet the foll ow ng requirenents nust
repay a tax credit and is subject to interest assessed at the rate
provi ded for delinquent excise taxes, retroactively to the date of the
tax credit, which shall accrue until the tax for which the credit has
been used is repaid:

(1) Construct a telecomunications infrastructure inprovenent in
accordance with the specifications for bandwi dth, rates, and other
criteria that the person stated the inprovenent would neet in the tax
credit application; or

(1i) Conplete the teleconmunications infrastructure inprovenent
within three years of the tax credit application being approved by the
depart nent.

(b) The community economc revitalization board shall informthe
departnment of revenue in witing when tax credit recipient has failed
to conply with (a) of this subsection

(4) This section expires Decenber 31, 2005.

NEW SECTION. Sec. 7. A new section is added to chapter 82.16 RCW
to read as foll ows:

(1) An advanced tel econmunications provider is allowed a credit
against tax due under this chapter for expenses incurred in
constructing tel econmunications infrastructure inprovenents in rural
| ocations if the credit has been approved by the department. A credit
shall be claimed in the sanme manner as provided for credits under
section 6 of this act. Credits under this section are subject to the
sanme conditions and limtations as credits under section 6 of this act.

(2) This section expires Decenber 31, 2005.

~-- END ---
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