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By Commttee on Community & Econom c Devel opnent & Trade

Strike everything after the enacting clause and insert the
fol | ow ng:

"NEW SECTION. Sec. 1. MWashington is hone to sone of the world's
nost innovative conpanies, researchers, entrepreneurs, and workers.
Talent and creativity exist in all areas of Washington, but economc
experience around the world shows that economc inpact can be
particularly |arge where talent and resources are densely concentrated.
All over the world, small, specific areas are becom ng focal points for
econom ¢ change and | eadership. These areas have nane recognition,
attract sone of the best talent, and provide a strong sense of
community anong the people who work there. Wshington is honme to sone
of these areas now and needs to have nore of themin the future. It is
the intent of the legislature that Washi ngton  support t he
identification and pronotion of innovation partnership zones to advance
Washi ngton's position in the world econony. Washington is a national
| eader in economc strategy based on clusters of industries, pronoting
the connections anong firns, suppliers, custonmers, and public
resour ces. Washi ngton's innovation partnership zone strategy is an
extension of that policy to pronote research-based firns and industries
in specific areas that becone globally recognized as hubs of innovation
and experti se.

NEW SECTION. Sec. 2. A new section is added to chapter 43.330 RCW
to read as foll ows:

(1) The director shall designate innovation partnership zones on
the basis of the followng criteria:

(a) Innovation partnership zones nust have three types of
institutions operating within their boundaries, or show evidence of
pl anni ng and | ocal partnerships that will |ead to dense concentrations
of these institutions:
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(1) Research capacity in the form of a university or comunity
col | ege fostering comercially val uabl e resear ch, nonprofit
institutions <creating comercially applicable innovations, or a
national | aboratory;

(1i) Dense proximty of globally conpetitive firm in a
research-based industry or industries or of individual firns wth
i nnovation strategies linked to (a)(i) of this subsection. A globally
conpetitive firm may be signified through international organization
for standardization 9000 or 1400 certification, or other recognized
evi dence of international success; and

(tit) Training capacity either wthin the zone or readily
accessible to the zone. The training capacity requirenent may be net
by the sanme institution as the research capacity requirenent, to the
extent both are associated with an educational institution in the
proposed zone.

(b) The support of a local jurisdiction, a research institution, an
educational institution, an industry or cluster association, a
wor kf orce  devel opnent counci |, and an associate devel opnent
organi zati on, port, or chanber of comrerce;

(c) Identifiable boundaries for the zone within which the applicant
wi || concentrate efforts to connect i nnovative researchers,
entrepreneurs, investors, industry associations or clusters, and
training providers. The geographic area defined should lend itself to
a distinct identity and have the capacity to accommopdate firm growth

(d) The innovation partnership zone admnistrator nust be an
econom ¢ devel opnment council, port, workforce devel opnent council,
city, or county.

(2) On Cctober 1st of each year, the director shall designate
i nnovati on partnership zones on the basis of applications that neet the
| egislative criteria, estimated economc inpact of the zone, and
evi dence of forward planning for the zone. The director will designate
an innovation partnership zone admnistrator in the |ocal area.

(3) Innovation partnership zones are eligible for funds and ot her
resources as provided by the legislature or at the discretion of the
gover nor.

(4) If the innovation partnership zone neets the other requirenents
of the fund sources, then the zone is eligible for the foll ow ng funds
relating to:
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(a) The local infrastructure financing tools program

(b) The sales and use tax for public facilities in rural counties;
and

(c) Job skills.

(5) An innovation partnership zone shall be designated as a zone
for a four-year period. At the end of the four-year period, the zone
must reapply for the designation through the departnent.

(6) The departnment shall convene annual information sharing events
for innovation partnership zone admnistrators and other interested

parties.

(7) An innovation partnership zone shall provide performance
measures as required by the director, including but not limted to
private investnment measures, job creation neasures, and neasures of
innovation such as licensing of 1ideas in research institutions,

patents, or other recognized neasures of innovation. The Washi ngt on
state economc developnment commission may review annually the
i ndi vidual innovation partnership zone's performnce neasures.

NEW SECTION. Sec. 3. (1) The departnent of comunity, trade, and
econom ¢ devel opnent, in conjunction with the Washi ngton state econom c
devel opment comm ssion, shall conduct an innovation opportunity
analysis to identify: (a) The strongest current intellectual assets
and research teans in the state focused on energing technol ogi es and
their comrercialization, and (b) faculty and researchers that could
i ncrease their focus on commercialization of technology if provided the
appropriate technical assistance and resources. The inventory nust be
conpl eted by June 30, 2008.

(2) Based on its findings and analysis, and in conjunction with the
hi gher education coordinating board and research institutions, the
department of community, trade, and econom c devel opnent nust devel op
a plan to build on existing, and devel op new, intellectual assets and
i nnovation research teans in the state in research areas where there is
a high potential to commercialize technol ogies. The departnent of
community, trade, and econom c devel opnent shall present the plan to
t he governor and | egi sl ature by Septenber 1, 2008.

Sec. 4. RCW 39.102. 070 and 2006 c¢c 181 s 205 are each anended to
read as fol |l ows:
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The use of local infrastructure financing under this chapter is
subject to the foll ow ng conditions:

(1) No funds may be used to finance, design, acquire, construct,
equi p, operate, maintain, renodel, repair, or reequip public facilities
funded wth taxes collected under RCW 82. 14. 048;

(2)(a) Except as provided in (b) of this subsection no funds may be
used for public inprovenents other than projects identified within the
capital facilities, utilities, housing, or transportation elenent of a
conpr ehensi ve plan required under chapter 36. 70A RCW

(b) Funds nmay be used for public inprovenents that are historical
preservation activities as defined in RCW 39. 89. 020;

(c) Funds may be used for innovation partnership zones, as provided
under section 2 of this act;

(3) The public inprovenents proposed to be financed in whole or in
part using local infrastructure financing are expected to encourage
private devel opnent within the revenue devel opnent area and to increase

the fair market value of real property within the revenue devel opnent
ar ea;

(4) A sponsoring |local governnent, participating |ocal governnent,
or participating taxing district has entered or expects to enter into
a contract with a private developer relating to the devel opnent of
private inprovenents wthin the revenue developnent area or has
received a letter of intent froma private developer relating to the
devel oper's plans for the devel opnent of private inprovenents wthin
t he revenue devel opnent area;

(5) Private developnent that is anticipated to occur within the
revenue devel opnent area, as a result of the public inprovenments, wll
be consistent with the county-wide planning policy adopted by the
county under RCW 36.70A.210 and the |ocal governnent's conprehensive
pl an and devel opnent regul ati ons adopt ed under chapter 36. 70A RCW

(6) The governing body of the sponsoring |ocal governnent, and any
cosponsoring local governnent, nust mnmake a finding that |ocal
infrastructure financing:

(a) Is not expected to be used for the purpose of relocating a
busi ness from outside the revenue devel opnent area, but within this
state, into the revenue devel opnent area; and

(b) WII inprove the viability of existing business entities within
t he revenue devel opnent area,;
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(7) The governing body of the sponsoring |ocal governnent, and any
cosponsoring |ocal government, finds that the public inprovenents
proposed to be financed in whole or in part using local infrastructure
financing are reasonably likely to:

(a) Increase private residential and conmmercial investnent within
t he revenue devel opnent area;

(b) Increase enploynent within the revenue devel opnent area;

(c) Inprove the viability of any existing communities that are
based on m xed-use devel opnent within the revenue devel opnent area; and

(d) CGenerate, over the period of time that the |ocal option sales
and use tax wll be inposed under RCW 82.14.475, state excise tax
all ocation revenues and state property tax allocation revenues derived
fromthe revenue devel opnent area that are equal to or greater than the
respective state contributions nmade under this chapter;

(8 The sponsoring | ocal gover nnment may only use |ocal
infrastructure financing in areas deened in need of economc
devel opment or redevel opnment wi thin boundaries of the sponsoring |ocal
gover nnent .

Sec. 5. RCW82.14.370 and 2004 ¢ 130 s 2 are each anended to read
as follows:

(1) The legislative authority of a rural county may inpose a sales
and use tax in accordance with the ternms of this chapter. The tax is
in addition to other taxes authorized by law and shall be collected
from those persons who are taxable by the state under chapters 82.08
and 82.12 RCW upon the occurrence of any taxable event within the
county. The rate of tax shall not exceed 0.08 percent of the selling
price in the case of a sales tax or value of the article used in the
case of a use tax, except that for rural counties with population
densities between sixty and one hundred persons per square mle, the
rate shall not exceed 0.04 percent before January 1, 2000.

(2) The tax inposed under subsection (1) of this section shall be
deducted fromthe anmount of tax otherwi se required to be collected or
paid over to the departnent of revenue under chapter 82.08 or 82.12
RCW  The departnent of revenue shall performthe collection of such
taxes on behalf of the county at no cost to the county.

(3)(a) Moneys collected under this section shall only be used to
finance public facilities serving econom c devel opnment purposes in
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rural counties or for innovation partnership zones, as provided under
section 2 of this act. The public facility nust be listed as an item
inthe officially adopted county overall econom c devel opnent plan, or
t he econom c devel opnent section of the county's conprehensive plan, or
t he conprehensive plan of a city or towmn |ocated wthin the county for
t hose counties planni ng under RCW 36. 70A. 040. For those counties that
do not have an adopted overall econom c devel opnent plan and do not
pl an under the growth managenent act, the public facility nust be
listed in the county's capital facilities plan or the capital
facilities plan of a city or town |ocated within the county.

(b) In inplementing this section, the county shall consult wth
cities, towns, and port districts located within the county and the
associ ate devel opnent organi zation serving the county to ensure that
the expenditure neets the goals of chapter 130, Laws of 2004 and the
requirements of (a) of this subsection. Each county collecting noney
under this section shall report to the office of the state auditor, no
| ater than October 1st of each year, a list of new projects fromthe
prior fiscal year, show ng that the county has used the funds for those
projects consistent with the goals of chapter 130, Laws of 2004 and the
requirenments of (a) of this subsection. Any projects financed prior to
June 10, 2004, from the proceeds of obligations to which the tax
i nposed under subsection (1) of this section has been pl edged shall not
be deened to be new projects under this subsection.

(c) For the purposes of this section, (i) "public facilities" neans
bri dges, roads, donestic and industrial water facilities, sanitary
sewer facilities, earth stabilization, storm sewer facilities,

railroad, electricity, nat ur al gas, bui I di ngs, structures,
tel ecommuni cations infrastructure, transportation infrastructure, or
comercial infrastructure, and port facilities in the state of

Washington; and (ii) "econom c developnent purposes” neans those
pur poses which facilitate the creation or retention of businesses and
jobs in a county.

(4) No tax may be collected under this section before July 1, 1998.
No tax may be collected under this section by a county nore than
twenty-five years after the date that a tax is first inposed under this
section.

(5) For purposes of this section, "rural county" neans a county
with a popul ation density of |ess than one hundred persons per square
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mle or a county snmaller than two hundred twenty-five square mles as
determned by the office of financial mnmanagenent and published each
year by the departnment for the period July 1st to June 30th.

NEW SECTION. Sec. 6. A new section is added to chapter 43.330 RCW
to read as foll ows:

(1) The Washington state econom c devel opnent conmm ssion shall
with the advice of an innovation partnership advisory group sel ected by
t he comm ssion, have oversight responsibility for the inplenentation of
the state's efforts to further innovation partnerships throughout the
state. The conm ssion shall:

(a) Provide information and advice to the departnment of community,
trade, and econom c devel opnent to assist in the inplenmentation of the
i nnovation partnership zone program including criteria to be used in
the selection of grant applicants for funding;

(b) Docunent clusters of conpanies throughout the state that have
conparative conpetitive advantage or the potential for conparative
conpetitive advantage, using the process and criteria for identifying
strategic clusters developed by the working group specified in
subsection (2) of this section;

(c) Conduct an innovation opportunity analysis to identify (i) the
strongest current intellectual assets and research teans in the state
focused on energing technol ogies and their comrercialization, and (ii)
faculty and researchers that could increase their focus on
commerci alization of technology if provided the appropriate technica
assi stance and resources;

(d) Based on its findings and analysis, and in conjunction with the
hi gher education coordi nating board and research institutions:

(i) Develop a plan to build on existing, and develop new,
intellectual assets and innovation research teans in the state in
research areas where there is a high potential to commercialize
technol ogies. The conm ssion shall present the plan to the governor
and legislature by Decenber 31, 2007. The higher education
coordi nating board shall be responsible for inplenenting the plan in
conjunction with the publicly funded research institutions in the
state. The plan shall address the follow ng el enents and such other
el emrents as the comm ssion deens inportant:
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(A) Specific mechanisnms to support, enhance, or devel op innovation
research teans and strengthen their research and conmmercialization
capacity in areas identified as useful to strategic clusters and
innovative firns in the state;

(B) ldentification of the funding necessary for |aboratory
infrastructure needed to house innovation research teans;

(C) Specification of the nbst promsing research areas neriting
enhanced resources and recruitnent of significant entrepreneuri al
researchers to join or |ead innovation research teans;

(D) The nost productive approaches to take in the recruitnent, in
the identified promsing research areas, of a mninum of ten
significant entrepreneurial researchers over the next ten years to join
or | ead innovation research teans;

(E) Steps to take in solicitation of private sector support for the
recruitnment of entrepreneurial researchers and the commercialization
activity of innovation research teans; and

(F) Mechanisns for ensuring the location of innovation research
teans in innovation partnership zones;

(i) Provide direction for the developnent of conprehensive
entrepreneurial assistance prograns at research institutions. The
pr ogr ans may i nvol ve mul tidi sciplinary st udent s, facul ty,
entrepreneurial researchers, entrepreneurs, and investors in building
busi ness nodel s and evol ving business plans around innovative i deas.
The prograns may provide technical assistance and the support of an
entrepreneur-in-residence to innovation research teans and offer
entrepreneurial training to faculty, researchers, undergraduates, and
graduate students. Curriculum Ileading to a certificate in
entrepreneurship may al so be offered;

(e) Develop performance neasures to be used in evaluating the
performance of innovation research teans, the inplenentation of the
plan and prograns under (d)(i) and (ii) of this subsection, and the
performance of innovation partnership zone grant recipients, including
but not limted to private investnent neasures, business initiation
measures, job creation neasures, and neasures of innovation such as
licensing of ideas in research institutions, patents, or other
recogni zed neasures of innovation. The perfornmance neasures devel oped
shall be <consistent wth the economc developnent conm ssion's
conprehensive plan for economc developnent and its standards and
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metrics for program eval uation. The comm ssion shall report to the
| egi sl ature and the governor by Decenber 31, 2008, on the neasures
devel oped; and

(f) Using the performance neasures devel oped, perform a biennia
assessnent and report, the first of which shall be due Decenber 31
2012, on:

(1) Commerci alization of technol ogi es devel oped at state
universities, found at other research institutions in the state, and
facilitated with public assistance at existing conpanies;

(1i) CQutcomes of the funding of innovation research teans and
recruitnment of significant entrepreneurial researchers;

(ti1) Conparison with other states of Washington's outconmes from
the innovation research teans and efforts to recruit significant
entrepreneurial researchers; and

(1v) Qutconmes of the grants for innovation partnership zones.

The report shall include recommendations for nodifications of this act
and of state commercialization efforts that woul d enhance the state's
econom c conpetitiveness.

(2) The econom c devel opment conm ssion and the workforce training
and education coordinating board shall jointly convene a working group
t o:

(a) Specify the process and criteria for identification of substate
geogr aphic concentrations of firns or enploynent in an industry and the
i ndustry's cust oners, suppliers, supporting busi nesses, and
institutions, which process wll include the use of [|abor market
information from the enploynent security departnment and |ocal |abor
mar ket s; and

(b) Establish criteria for identifying strategic clusters which are
inportant to economc prosperity in the state, considering cluster
size, gromh rate, and wage | evels anong other factors.

NEW SECTION. Sec. 7. |If specific funding for the purposes of
section 6 of this act, referencing this act by bill or chapter nunber,
is not provided by June 30, 2007, in the ommi bus appropriations act,
this act is null and void.

NEW SECTION. Sec. 8. Section 4 of this act expires June 30,
2039."
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Correct the title.

EFFECT: (1) Renpves the Washington State Econom c Devel opnent
Comm ssion (ED Comm ssion) from a role in designating an |Innovation
Part nership Zone (IPZ).

(2) Adds the requirenent that an |IPZ have or show evidence of
pl anni ng and | ocal partnership that wll |ead to dense concentrations
of research capacity, the dense proximty of globally conpetitive firns
in a research-based industry and training capacity.

(3) Renoves references to the presence of research teans focused on
ener gi ng technol ogi es.

(4) Renoves requirenent that the |1PZ applicant use |abor market
data, revenue growmh rate data, wage l|levels, and other factors to
denonstrate the presence of firnms that are inportant to the prosperity
of the state.

(5) Renoves list of eligible applicants.

(6) Authorizes the Director of the Departnent of Conmmunity, Trade,
and Econom c Devel opnent (DCTED) to designate |1PZs based on the
applicants neeting the legislative criteria, the estinmated econonc
i npact of the IPZ, and evidence of forward planning.

(7) Specifies that so long as I PZs neet the programcriteria, they
may be eligible for econom c devel opnent prograns, including the Local
I nfrastructure Financing Tool (LIFT) program the sales and use tax for
econom ¢ devel opnment related public facilities in rural counties, and
the Job Skills program

(8) Renoves the direction that the DCTED nust assist successful |PZ
grant applicants identify and access any appropriate private, federal
or state program that provides funding for planning, infrastructure,
techni cal assistance, or training.

(9) Specifies that an I PZ designation is for four years and an | PZ
can reapply for designation.

(10) Directs the DCTED to convene an annual information sharing
event for IPZ admnistrators and other interested parties.

(11) Directs IPZs to provide performance measures as required by
the DCTED and nust include private investnent neasures, job creation
measur es, and neasures of innovation. The ED Conm ssion may annually
review t hese perfornmance neasures.

(12) Amends the current LIFT statute to allow funds to be used for
| PZs.

(13) Anmends the rural county .08 percent sales and use tax for
econom ¢ devel opnent related public facilities statute to include |PZs.

(14) Renoves the grant program

(15) Adds a null and void for section 6 of the act (the Stars

progran .

--- END ---
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