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S-0550. 4

SENATE BI LL 5438

St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on
By Senators Benton, Carlson, West, Milliken, Schm dt, Esser and Cke

Read first time 01/24/2003. Referred to Committee on Econonic
Devel opnent .

AN ACT Rel ating to sales and use tax exenptions for new enpl oynent
positions; adding a new section to chapter 82.08 RCW and addi ng a new
section to chapter 82.12 RCW

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

NEW SECTION. Sec. 1. A new section is added to chapter 82.08 RCW
to read as foll ows:

(1) The tax levied by RCW82.08. 020 does not apply to (a) the sale
of tangible goods used in the construction of qualified buildings; (b)
the sale of qualified machinery and equi pnent that will be part of a
qualified building; or (c) the sale of services and | abor perforned in
respect to the construction of a qualified building.

(2) Application for exenption of taxes under this section nust be
made before initiation of the construction of the qualified building or
acqui sition of qualified equipnment or nmachinery. The application shal
be nmade to the departnent in a form and manner prescribed by the
depart nent. The application shall contain information regarding the
| ocation of the qualified building, the applicant's average enpl oynent
in the state for the prior year, estimated or actual new enpl oynent
related to the project, estinmated or actual wages of enployees rel ated
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to the project, estimated or actual costs, tine schedules for
conpletion and operation, and other information required by the
departnment. The departnent shall rule on the application within sixty
days.

(3) The departnent shall issue a sales and use tax exenption
certificate for state and |ocal sales and use taxes due under this
chapter and chapters 82.12 and 82.14 RCW if the applicant establishes
that at the tinme the construction is operationally conplete the
applicant will create at least fifteen qualified enploynent positions
per one mllion dollars of investnent.

(4) The qualified enploynent position nust be filled by the end of
t he cal endar year followng the year in which the project is certified
as operationally conplete. |If a person does not neet the requirenents
for qualified enploynent positions by the end of the second cal endar
year followng the year in which the project is certified as
operationally conplete, the departnment shall determ ne the total anount
of taxes that have been exenpted under this section and section 2 of
this act and collect the taxes in the same manner as other deficient
t axes. The taxes shall be considered deficient from the tinme the
departnent determ nes that the person has not net the requirenents of
this subsection (4) and has notified the person.

(5) Unless the context clearly requires otherw se, the follow ng
definitions apply throughout this section.

(a) "Applicant” means a person applying for a tax exenption under
this section.

(b) "Manufacturing” neans the sanme as defined in RCW 82.04. 120.
"Manuf acturing" also includes conputer programmng, the production of
conputer software and hardware, and other conputer-related services,
and the activities perfornmed by research and devel opnent | aboratories
and comrercial testing | aboratories.

(c) "Person" has the neaning given in RCW 82.04. 030.

(d) "Qualified building" neans construction of new structures, and
expansi on 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 the facilities are an essential or an integral part
of a factory, mll, plant, or laboratory used for manufacturing or
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research and developnment and wll create upon conpletion of the
qualified building at |least fifteen qualified enploynent positions per
one mllion dollars of investnent. The qualified building nay be
partly used for other purposes, as long as the construction costs for
t hese ot her purposes do not constitute nore than twenty-five percent of
the total cost of the qualified building as determned by the
depart nent.

(e) "Qualified enploynment position" neans a permanent full-tinme
enpl oyee enpl oyed at the qualified building during the entire year.

(f) "Qualified machinery and equipnment” neans all new industria
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 pnment” includes:
Conmputers; software; data processing equipnment; |aboratory equipnent;
manuf acturing conponents such as belts, pulleys, shafts, and noving
parts; nolds, tools, and dies; operating structures; and all equi pnent
used to control or operate the machinery.

(g) "Research and devel opnent”™ neans the devel opnent, refinenent,
testing, marketing, and commercialization 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 from such sales of the
product, service, or process do not exceed one mllion dollars.

NEW SECTION. Sec. 2. A new section is added to chapter 82.12 RCW
to read as foll ows:

(1) The tax levied by RCW82.08. 020 does not apply to (a) the sale
of tangi ble goods used in the construction of qualified buildings; (b)
the sale of qualified machinery and equi pnment that will be part of a
qualified building; or (c) the sale of services and | abor perforned in
respect to the construction of qualified buildings.

(2) The provisions of section 1 of this act apply to this section.

--- END ---
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