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HOUSE BI LL 1574

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

By Representatives Mrrell, MDonald, Linville, Springer, Flannigan,
Canmpbel |, Pettigrew, Conway, P. Sullivan, Holnmuist, Ericks, H nkle
Upt hegrove, WIIlians and Hudgi ns

Read first time 01/28/2005. Referred to Committee on Economnc
Devel opnment, Agriculture & Trade.

AN ACT Relating to sales and use tax relief for qualifying snal
busi nesses constructing manufacturing facilities; amending RCW
82.60.030; adding a new chapter to Title 82 RCW and declaring an
emer gency.

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

NEW SECTION. Sec. 1. Unless the context <clearly requires
otherwse, the definitions in this section apply throughout this
chapter.

(1) "Applicant” nmeans a qualified snmall business applying for a tax
deferral under this chapter

(2) "Departnment" neans the departnent of revenue.

(3) "Eligible investnent project" neans an investnent project by a
qualified small business as defined in this section.

(4) "Enployee" neans a full-time, part-tinme, or tenporary enpl oyee
covered by Title 50 RCW for whom the small business is making
contributions.

(5 "Full-tinme enployee" neans a person whose enployer requires
themto work thirty-five hours per week, four hundred fifty-five hours
a quarter, or one thousand eight hundred twenty hours a year.
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(6) "Health care plan" neans any "enpl oyee wel fare benefit plan" as
defined by the enployee retirenent incone security act of 1974, 29
U S. C Sec. 1001 et seq. and any "health plan" or "health benefit plan"
as defined in RCW48. 43. 005, funded or established by an enpl oyer for
the purpose of providing for its enployees or their beneficiaries,
t hrough the purchase of insurance or otherw se, health care services.
For purposes of this subsection "health care services" means services
of fered or provided by health care facilities and health care providers

relating to the prevention, cure, or treatnment of illness, injury, or
di sease.
(7) "Initiation of construction" neans the date that a building

permt is issued under the building code adopted under RCW 19. 27. 031.
Initiation of construction does not include soil testing, site clearing
and grading, site preparation, or any other related activities that are
initiated before the issuance of a building permt for the construction
of the foundation of the building. |If the investnent project involves
nore than one qualified building, initiation of construction shall
apply separately to each qualified building.

(8) "Investnent project” neans an investnent in qualified buildings

or qualified machinery and equipnent, including |abor and services
rendered in the planning, installation, and construction of the
proj ect. An investnent project does not include any portion of an

i nvest ment 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 wthin the manufacturing
site of which the cogeneration project is an integral part, or
i nvestnment projects which have already received deferrals under this
chapter.

(9) "Manufacturing"” neans the sanme as defined in RCW 82.04. 120.

(10) "Operationally conplete” neans that the investnent project is
capable of being used for its intended purpose as described in the
appl i cation.

(11) "Qualified buildings" nmeans construction of new structures
i ncluding parking facilities, and expansion or renovation of existing
structures, for the purpose of increasing floor space or production
capacity used for manufacturing, including plant offices and warehouses
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,
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mll, or plant, used for manufacturing. |If a building is used partly
for manufacturing and partly for other purposes, the applicable tax
deferral shall be determned by apportionnent of the costs of
construction under rules adopted by the departnent.

(12) "Qualified machinery and equi pnent” neans all new industri al
fixtures, equipnment, and support facilities that are an integral and
necessary part of a manufacturing operation. "Qualified machinery and
equi pnent” includes manufacturing conponents such as belts, pulleys,
shafts, and noving parts; nolds, tools, and dies; operating structures;
and all equi pnment used to control or operate the machinery.

(13) "Qualified small business"” neans a small business that:

(a) Pays all of its enployees a wage of at |east one and one-half
times the state's mninmumwage as it exists at the tinme the departnent
certifies that the investnent project is operationally conplete; and

(b) Ofers a health care plan to all of its full-tinme enpl oyees.

(14) "Recipient” neans a qualified small business receiving a tax
deferral under this chapter

(15) "Small business" nmeans a "person” as defined in RCW82. 04. 030
t hat does not exceed the follow ng enpl oynent |evels:

(a) Fifty or fewer enployees at the tinme of application and at the
time the departnment certifies that the investnment project s
operationally conpl ete;

(b) One hundred or fewer enployees at the end of the first cal endar
year following the year in which the departnment certifies that the
i nvestnent project is operationally conplete;

(c) Two hundred or fewer enployees at the end of the second
cal endar year follow ng the year in which the departnent certifies that
the investnent project is operationally conplete; or

(d) Four hundred or fewer enployees at the end of the third
cal endar year follow ng the year in which the departnent certifies that
the investnment project is operationally conplete.

NEW SECTION. Sec. 2. Application for deferral of taxes under this
chapter nust be nade before initiation of the construction of the

i nvestnment project or acquisition of equipnment or machinery. The
application shall be nmade to the departnent in a form and mnmanner
prescribed by the departnent. The application shall contain

information regarding the location of the investnent project, the
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applicant's average enploynent in the state for the prior year,
estimated or actual new enploynent related to the project, estinmated or
actual wages of enployees related to the project, estimted or actual
costs, tinme schedules for conpletion and operation, and other
information required by the departnent. The departnent shall rule on
the application within sixty days.

NEW SECTION. Sec. 3. (1) The departnent shall issue a sales and
use tax deferral certificate for state and |ocal sales and use taxes
due wunder chapters 82.08, 82.12, and 82.14 RCW on each eligible
i nvest nent project.

(2) The departnent shall keep a running total of all deferrals
granted under this chapter during each fiscal biennium

NEW SECTION. Sec. 4. (1) Except as provided in subsections (2)
and (3) of this section, taxes deferred under this chapter need not be
repai d.

(2) Each recipient shall submt an annual report to the departnent
by March 31st following the year in which the eligible investnent
project was certified as operationally conplete, and on March 31st of
the three succeedi ng cal endar years. The annual report shall contain
information, as required by the departnent, from which the departnent
may determ ne whether the recipient is neeting the requirenents of this
chapter. If the recipient fails to submt a report or submts an
i nadequate report, the departnment may declare the amount of deferred
taxes outstanding to be imedi ately due and payabl e.

(3) If, on the basis of an annual report under subsection (2) of
this section or other information, the departnent finds that an
i nvestnment project is used for purposes other than manufacturing or
that the recipient is no longer a qualified small business at any tine
during the cal endar year in which the investnment project is certified
by the departnent as having been operationally conpleted, or at any
time during any of the three succeedi ng cal endar years, a portion of
deferred taxes shall be imedi ately due and payable according to the
foll ow ng schedul e:
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Repayment Y ear % of Deferred Tax Repaid

1 100%
2 75%
3 50%
4 25%

(4) The departnent shall assess interest, but not penalties, on the
deferred taxes under subsections (2) and (3) of this section. The
interest shall be assessed at the rate provided for delinquent taxes
under chapter 82.32 RCW retroactively to the date of deferral, and
shal |l accrue until the deferred taxes are repaid.

(5 The debt for deferred taxes wll not be extinguished by
i nsol vency or other failure of the recipient. Transfer of ownership
does not termnate the deferral. The deferral is transferred if the

new owner neets the eligibility requirenents of this chapter, for the
remai ni ng periods of the deferral, and the new owner agrees in witing
to assune liability for paynment of any deferred taxes under subsections
(2) and (3) of this section. The original recipient of a deferral that
is transferred is not responsi ble for paynent of any deferred tax under
subsection (2) or (3) of this section for periods subsequent to the
transfer.

NEW SECTION. Sec. 5. If a recipient nust pay deferred tax under
section 4(3) of this act because the recipient is no |longer a qualified

smal | business, the departnent shall issue a deferral certificate under
chapter 82.60 RCWfor the deferred taxes outstanding if the investnent
project is an eligible investnent project as defined in RCW82.60.020
or 82.60. 049.

Sec. 6. RCWB82.60.030 and 1994 sp.s. ¢ 1 s 2 are each anended to
read as foll ows:

(1) Except as provided in subsection (2) of this section,
application for deferral of taxes under this chapter nust be nade

before initiation of the construction of the investnent project or
acqui sition of equi pnent or machinery. The application shall be nade
to the departnent in a form and manner prescribed by the departnent.
The application shall contain information regarding the |ocation of the
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i nvestnent project, the applicant's average enploynent in the state for
the prior year, estimated or actual new enploynent related to the
project, estimated or actual wages of enployees related to the project,
estimated or actual costs, tinme schedules for conpletion and operation,
and other information required by the departnent. The departnent shal
rule on the application within sixty days.

(2) An application for deferral of taxes under this chapter is not
required to issue a deferral certificate for investnent projects under

section 5 of this act.

NEW SECTION. Sec. 7. The enploynent security departnment shall
make, and certify to the departnent of revenue, all determ nations of
enpl oynent as requested by the departnent under this chapter.

NEW SECTION. Sec. 8. Chapter 82.32 RCW applies to the
adm ni stration of this chapter.

NEW SECTION. Sec. 9. Applications, reports, and any other
i nformation received by the departnent under this chapter shall not be
confidential under RCW 82.32. 330.

NEW SECTI ON. Sec. 10. Taxes shall not be deferred under this act
prior to July 1, 2005.

NEW SECTION. Sec. 11. Sections 1 through 5 and 7 through 10 and
12 of this act constitute a new chapter in Title 82 RCW

NEW SECTION. Sec. 12. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
i mredi ately.

~-- END ---
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