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SUBSTI TUTE HOUSE BI LL 1094

St ate of WAshi ngt on 590th Legislature 2005 Regul ar Sessi on

By House Comm ttee on Fi nance (originally sponsored by
Represent ati ves Santos, Hasegawa, Conway, Darneille, Chase, Hudgins
Di ckerson, Schual -Berke, Mrrell, Wod and MCoy)

READ FI RST TI ME 03/ 07/ 05.

AN ACT Relating to accountability for tax incentives; adding a new
section to chapter 82.04 RCW adding a new section to chapter 82.32
RCW adding a new section to chapter 82. 60 RCW adding a new section to
chapter 82.63 RCW and adding a new chapter to Title 82 RCW

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

NEW SECTION. Sec. 1. The legislature finds that accountability
and effectiveness are inportant aspects of setting tax policy. In
order to make policy choices regarding the best use of limted state
resources, the legislature and the public need information on

recipients of tax incentives, whether those tax incentives support
persons providing quality jobs within the state of Wshington, and
whet her the tax incentives are effective. Therefore, it is the intent
of the legislature to require businesses benefiting from certain tax
i ncentives to conplete annual surveys to provide information necessary
to neasure the state's return on investnment in tax incentives through
an evaluation of the quantity and quality of enploynent offered by such
persons, the expansion and diversification of the state's econony, and
business growh and retention. The legislature also intends that
annual surveys not unduly increase the admnistrative burden on
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busi ness, and therefore, annual surveys should borrow from other state
and federal definitions and reporting requirenments to the maxi num
extent possible.

NEW SECTION. Sec. 2. The tax exenptions, exclusions, deductions,
credits, and tax rates allowed under the sections listed in this
section are tax incentives for the purposes of this chapter:

(1) RCW 82.04. 2909 (Business and occupation tax rate for alum num
snelters);

(2) RCW 82.04.4481 (Business and occupation tax credit for property
taxes for alum num snelter property);

(3) RCW 82.08.805 and 82.12.805 (Retail sales and use tax
exenptions for property used at alum num snelters);

(4) RCW82.12.022(5) (Use tax exenption for the use of natural gas
at alum num snelters);

(5 RCW 82.16.0421 (Public wutility tax exenption for sales of
electricity to electrolytic processing businesses);

(6) RCW 82.04. 4452 (Business and occupation tax credit provided for
persons engaged in qualified research and devel opnent);

(7) Chapter 82.63 RCW (Deferral of retail sales and use taxes for
i nvestment projects by high technol ogy busi nesses); and

(8) Chapter 82.60 RCW (Deferral of retail sales and use taxes for
i nvestnment projects in eligible areas).

NEW SECTION. Sec. 3. The definitions in this section apply
t hroughout this chapter, unless the context clearly requires otherw se.

(1) "Conplete annual survey" neans a survey filed on a formor in
a format approved by the departnent that substantially responds to al
survey questions to enable the departnent to provide summary statistics
and to study the effectiveness of the tax incentive.

(2) "Dental care plan" neans any "enpl oyee wel fare benefit plan" as
defined by the federal enployee retirenent inconme security act of 1974,
29 U S.C Sec. 1001 et seq., and any policy, contract, or agreenent
with a dental care services provider, facility, or insurance carrier,
for the purpose of providing for its enployees or their beneficiaries,
dental care services. For purposes of this section, "dental care
servi ces" neans services offered or provided by health care facilities
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and health care providers relating to the prevention, «cure, or
treatment of illness, injury, or disease of human teeth, alveolar
process, gums, Or |aw.

(3) "Enpl oyee" neans a person covered by Title 50 RCWfor whom an
enpl oyer is making contributions.

(4) "Enpl oyer-provided dental care plan” neans an enpl oyer offers
addi ti onal conpensation, not paid as wages, to enpl oyees in the form of
a dental care plan, in which the enployer pays at |east eighty percent
of the cost of an enployee's participation in the plan.

(5) "Enpl oyer-provided health care plan" neans an enpl oyer offers
addi ti onal conpensation, not paid as wages, to enpl oyees in the form of
a health care plan, in which the enployer pays at |east eighty percent
of the cost of an enployee's participation in the plan.

(6) "Enployer-provided retirenent plan" nmeans an enpl oyer offers
addi ti onal conpensation, not paid as wages, to enpl oyees in the form of
a retirenent plan in which the enployer contributes to each enpl oyee
participating in the plan.

(7) "Full-time enploynment position" mneans a position that an
enpl oyer intends to be filled for at |east twelve consecutive nonths
and requires the enployee to work thirty-five hours per week for fifty-
two consecutive weeks, four hundred fifty-five hours a quarter, or one
t housand eight hundred twenty hours during a period of twelve
consecutive nonths.

(8) "Health care plan" neans any "enpl oyee wel fare benefit plan" as
defined by the federal enployee retirenment inconme security act of 1974,
29 U.S.C. Sec. 1001 et seq., and any "health plan" or "health benefit
pl an" as defined in RCWA48.43.005, for the purpose of providing for its
enpl oyees or their beneficiaries, through the purchase of insurance or
ot herwi se, health care services. For purposes of this section, "health
care services" neans services offered or provided by health care
facilities and health care providers relating to the prevention, cure,
or treatnent of illness, injury, or disease.

(9) "Cccupational categories" nmeans the nmajor groups of the United
States departnent of |abor standard occupation code systemas it exists
on the effective date of this section. The departnent may conbi ne
simlar major groups to reduce the nunber of occupational categories.

(10) "Part-tinme enploynent position"™ neans a position that an
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enpl oyer intends to be filled for at |east twelve consecutive cal endar
nmont hs and requires the enployee to work fewer than the hours required
for a full-tinme position.

(11) "Retirenment plan" nmeans any "enpl oyee pension benefit plan" as
defined by the federal enployee retirenment inconme security act of 1974,
29 U S.C Sec. 1001 et seq., that provides for retirenent incone or
deferred incone to enpl oyees for periods extending to the term nation
of enpl oynment or beyond, excluding life insurance policies.

(12) "Tenporary position" neans a position that an enpl oyer intends
to be filled for fewer than twelve consecutive calendar nonths
regardl ess of the nunber of hours the enpl oyee works.

(13) "Tenporary staffing firm nmeans a person engaged in staffing
services. For purposes of this section, "staffing services" neans an
arrangenment in which a person recruits and hires enployees from the
| abor market and assigns themon a tenporary basis to perform services
for a custoner to support, or supplenent, the custoner's work force, or
to provide assistance in special work situations such as enployee

absences, skill shortages, and seasonal workloads, or to perform
special assignnents or projects, all under the direction and
supervision of the custoner. "Staffing services" does not include

per manent enpl oyee | easing or permanent enpl oyee pl acenent services.

(14) "Wages" neans hourly conpensation paid to an enployee for
personal services, whether denom nated as wages, salary, conmm ssion, or
ot herwi se. Conpensation in the formof overtine, tips, bonuses, stock
options, severance pay, and other simlar fringe benefits are not
"wages." For enpl oyees who earn wages on an annual basis, hourly wages
are determ ned by dividing annual conpensation by two thousand ei ghty.
If an enployee is paid by comm ssion, hourly wages are determ ned by
dividing the total anobunt of comm ssions paid during the cal endar year
by two thousand ei ghty.

(15) "Wage bands" neans the foll ow ng groups of wage rates:

(a) The state m ninumwage to $10. 00 per hour;

(b) Between $10.01 per hour to $15.00 per hour;

(c) Between $15.01 per hour to $20.00 per hour;

(d) Between $20.01 per hour to $30.00 per hour; and

(e) $30.01 per hour or nore.
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NEW SECTION. Sec. 4. (1) A person receiving the benefit of a tax
incentive nust file a conplete annual survey with the departnent on a
formor in a format approved by the departnent. The survey is due by
March 31st of the year follow ng any year in which a tax incentive is
received. The departnent nmay extend the tinme for filing annual surveys
under this section, as provided in section 7 of this act. A person
receiving nore than one tax incentive need only file one survey with
the departnent. Annual surveys are not subject to the confidentiality
provi sions of RCW 82.32. 330. The survey shall include the follow ng
i nformati on about the person:

(a) The person's nane as registered with the departnent;

(b) The person's tax registration nunber;

(c) Type of activity in which the person is engaged;

(d) How long the person has been engaging in business in this
st at e;

(e) The tax incentives being taken;

(f) The anount or value of each tax incentive received in the
cal endar year;

(g) The follow ng i nformati on about enpl oyees of the person within
this state during the cal endar quarter ending Decenber 31st:

(i) Total nunmber of enployees by occupational categories;

(i1) The percentage of total enployees earning wages according to
wage bands by occupational categories;

(ti1) The percentage of total enployees enployed in full-tine,
part-tine, and tenporary enploynment positions, by occupationa
cat egori es;

(1v) The percentage of total enployees in full-tinme enploynent
positions eligible to participate in enployer-provided health care
pl ans, dental care plans, and retirenent plans, by occupational
cat egori es;

(v) The percentage of total enployees in full-tinme enploynent
positions participating in enployer-provided health care plans, dental
care plans, and retirenent plans, by occupational categories;

(vi) Whether part-tine enployees are eligible to participate in
enpl oyer - provided health care, dental, and retirenent plans; and

(vii) Wiether tenporary enployees are eligible to participate in
enpl oyer-provided health care, dental, and retirenent plans; and
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(h) The follow ng information about enpl oynment positions with the
person filled by enpl oyees of tenporary staffing firns:

(i) The total nunber of enploynent positions;

(i) The percentage of total enploynent positions in each
occupati onal category;

(ti1) The percentage of total enploynent positions that were full-
time, part-time, and tenporary enpl oynent positions; and

(1v) The average duration of a full-tine, part-tine, and tenporary
enpl oynent position.

(2) The departnment may request additional information necessary for
the review of the tax incentive or to determne eligibility for the tax
incentive, to be submtted at the sane tinme as the survey.

NEW SECTION. Sec. 5. (1) In addition to the information required
in section 4 of this act, persons benefiting fromthe tax incentives in
section 2 (1) through (5) of this act nust report the follow ng:

(a) The quantity of product produced at the manufacturing site
during the tinme period covered by the report; and

(b) Actual levels of enploynent and identification of the nunber of
jobs affected by any enploynent reductions that have been publicly
announced at the tine of the report.

(2) For purposes of this section, a "manufacturing site" is one or
nore imrediately adjacent parcels of real property located in
Washi ngton state on whi ch manufacturing occurs that support activities
qualifying for a tax adjustnent. Adj acent parcels of real property
separated only by a public road conprise a single site.

NEW SECTION. Sec. 6. (1) If a person fails to file a conplete
annual survey under this section by the due date of the survey or any
extensi on under section 7 of this act, the departnent shall declare the
anount of taxes against which a tax incentive was used for the cal endar
year preceding the due date of the annual survey to be imedi ately due
and payabl e. The departnment shall notify the person by mail of the
anount due under this section, and paynent shall be due within thirty
days from the date of the notice. If the anmounts due under this
section are not received by the departnent by the due date, the
departnent shall assess interest and penalties on the unpai d anount due
i n accordance with subsection (2) of this section.
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(2) If paynent of any tax the departnent determ nes to be due for
failing to file a conplete annual survey is not received by the
departnment by the due date, there shall be assessed a total penalty of
five percent of the ampunt due. |[If the anobunt due is not received on
or before the thirtieth day followng the due date, or any extension
thereof, there shall be assessed a total penalty of fifteen percent of
t he anmount due. If the anpbunt due is not received on or before the
sixtieth day followi ng the due date, or any extension thereof, there
shall be assessed a total penalty of twenty-five percent of the anount
due. No penalty so added may be less than five dollars. | nt er est
shall be assessed on the amount due, at the rate provided for
del i nquent taxes under chapter 82.32 RCW retroactively from the due
date, and shall accrue until the anount due is paid.

NEW SECTION. Sec. 7. (1) If the departnment finds that the failure
of a taxpayer to file by the due date a conplete annual survey under
section 4 of this act was the result of circunstances beyond the
control of the taxpayer, the departnent shall extend the tine for
filing the survey. This extension shall be for a period of thirty days
from the date the departnment issues its witten notification to the
taxpayer that it qualifies for an extension under this section. The
departnent may grant additional extensions as it deens proper.

(2) I'n making a determ nati on whether the failure of a taxpayer to
file an annual survey by the due date was the result of circunstances
beyond the control of the taxpayer, the departnment shall be gui ded by
rul es adopted by the departnent relating to the waiver or cancellation
of penalties when the underpaynent or untinmely paynent of any tax was
due to circunstances beyond the control of the taxpayer.

(3) A person who first clains a tax incentive in an application for
refund of overpaynent of taxes or in an audit or exam nation of
taxpayer records or returns nmay receive a refund or credit for the
overpaynent of taxes due fromthe claim of the tax incentive, if the
person files all annual surveys for the cal endar years covered in the
application, audit, or exam nation.

NEW SECTION. Sec. 8. (1) Persons required to file annual surveys
with the departnent under this chapter nust electronically file with
the departnent all surveys, returns, and any other forns or infornmation
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the departnent requires in electronic format, unless the departnment
grants relief under subsection (2) of this section. As used in this
section, "returns" has the same neaning as "return” in RCW 82.32. 050.

(2) Upon request, the departnment may relieve a person of the
obligations in subsection (1) of this section if the person's taxes
have been reduced fromall tax incentives, as defined in section 2 of
this act, to a cumulative total of less than one thousand dollars in
t he previous cal endar year.

(3) Persons who no |longer qualify for relief under subsection (2)
of this section will be notified in witing by the departnent and nust
conply with subsection (1) of this section by the date provided in the
noti ce.

NEW SECTION.  Sec. 9. Except for RCW82.32.090 (1) and (2), all of
chapter 82.32 RCW applies to this chapter, in addition to any other
provisions of |law for the paynment and enforcenent of the tax inposed by
this chapter. The departnent shall by rule provide for the effective
adm nistration of this chapter.

NEW SECTION. Sec. 10. A new section is added to chapter 82.04 RCW
to read as foll ows:

Begi nning on the effective date of this section, the annual survey
requi red under RCW 82.04. 4452 shall be filed in accordance with chapter
82.-- RCW(sections 1 through 9 of this act). Conpliance with chapter
82.-- RCW (sections 1 through 9 of this act) fulfills the survey
requi renents a person has under RCW 82. 04. 4452.

NEW SECTION. Sec. 11. A new section is added to chapter 82.32 RCW
to read as foll ows:

Begi nning on the effective date of this section, the annual surveys
or reports required under RCW 82.32.560 and 82.32.570 shall be filed in
accordance with chapter 82.-- RCW (sections 1 through 9 of this act).
Compliance with chapter 82.-- RCW (sections 1 through 9 of this act)
fulfills the survey or report requirenents a person receiving the
benefit of electrolytic processing business tax exenption has under RCW
82.32.560 and an alum num snelter receiving the benefit of a snelter
tax incentive has under RCW 82. 32.570.

SHB 1094 p. 8
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NEW SECTION. Sec. 12. A new section is added to chapter 82.60 RCW
to read as foll ows:

Beginning on the effective date of this section, the surveys
requi red under RCW 82.60.070 shall be filed in accordance with chapter
82.-- RCW (sections 1 through 9 of this act). Conpliance with chapter
82.-- RCW (sections 1 through 9 of this act) fulfills the survey
requi renents a recipient or |essee has under RCW 82. 60. 070.

NEW SECTION. Sec. 13. A new section is added to chapter 82.63 RCW
to read as foll ows:

Beginning on the effective date of this section, the surveys
requi red under RCW 82.63.020 shall be filed in accordance with chapter
82.-- RCW(sections 1 through 9 of this act). Conpliance with chapter
82.-- RCW (sections 1 through 9 of this act) fulfills the survey
requi renents a recipient or |essee has under RCW 82. 63. 020.

NEW SECTION. Sec. 14. Sections 1 through 9 of this act constitute
a new chapter in Title 82 RCW

~-- END ---
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