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HOUSE BI LL 2411

St ate of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session

By Representatives Linville, Bai | ey, B. Sul |'i van, Kristiansen,
Pettigrew, Skinner and Chase

Read first time 04/21/2007. Referred to Commttee on Comunity &
Econom ¢ Devel opnent & Trade.

AN ACT Relating to providing a source of funding to assist smal
manuf acturers in obtaining nodernization and manufacturing extension
services; reenacting and anmendi ng RCW 82. 32.590; addi ng new sections to
chapter 82.04 RCW adding a new chapter to Title 43 RCW and providing
an expiration date.

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

NEW SECTION. Sec. 1. The legislature finds that a viable
manufacturing industry is critical to providing the state econony with
famly-wage jobs and inproving the quality of |ife for workers and
communities. To performin the energing gl obal marketpl ace, Washi ngton
manuf acturers must master new technologies, streamine production
processes, inprove quality assurance, expand environnental conpliance,
and enhance nethods of work organization. Only through nodernization
techni ques, reflecting the specific needs and capabilities of the
i ndi vi dual firms, can Washington rmanufacturers both  conpete
successfully in the market of the future and pay good |iving wages.

Most small and m dsize manufacturers do not have the resources that
will allowthemto easily access nodernization technical assistance and
the skills training needed to make them gl obally conpetitive. Because
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of the statewide public benefit to be gained from increasing the
availability of nodernization services, it is the intent of the
| egislature to create a new nmechanism in a manner that reduces the
up-front costs of these services for small and mdsize manufacturing
firms. It is further the intent of the |egislature that Washi ngton
state increase its support for the manufacturing extension program to
expand the delivery of nodernization services to small and m dsize
Washi ngt on manufacturers, and to | everage federal funding and private
resources devoted to such efforts.

The successful inplenentation of nodernization services will enable
a firmto reduce costs, increase sales, and to becone nore profitable.

Such growth will result in increased revenue from the state business
and occupation taxes paid by manufacturers who have engaged in
noder ni zati on services. It is the intent of the legislature to set

aside a portion of these new revenues to assure the success of a
conti nui ng noderni zati on service program

NEW SECTION. Sec. 2. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Costs of extension services" and "extension service costs"
mean the direct costs experienced under a contract with a qualified
manuf acturing extension partnership affiliate for nodernization
extension services, including but not limted to anobunts in the
contract for costs of consulting, instruction, materials, equipnent,
rental of class space, marketing, and overhead.

(2) "Departnent"” mneans the departnment of community, trade, and
econom c¢ devel opnent .

(3) "Director" neans the director of the departnent of community,
trade, and econom c devel opnent.

(4) "Modernization extension allowance"” and "allowance" nean a
voucher, credit, or other instrunment issued to a participant fromthe
departnent, verifying that funds from the manufacturing nodernization
account will be forwarded to the qualified manufacturing extension
partnership affiliate selected by the participant and wll cover
identified costs of extension services.

(5) "Modernization extension services" and "service" mean a service
funded under this chapter and perfornmed by a qualified manufacturing
extension partnership affiliate. The services may include but are not
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limted to strategic planning, continuous inprovenent, business
devel opnent, six sigma, quality inprovenent, environnental health and
safety, |lean processes, energy nanagenent, innovation and product
devel opnent, human resources and training, supply chain managenent, and
proj ect managenent.

(6) "Qutreach services" neans those activities perfornmed by an
affiliate to increase the awareness of WAshi ngt on manufacturers on the
opportunities and benefits of inplenenting cutting edge technol ogy,
techni ques, and best practices. "Qutreach services" includes but is
not limted to salaries of outreach staff, client followup, public
educati onal events, manufacturing orientated trade shows, electronic
communi cations, newsletters, advertising, direct mail efforts, and
contacting business organi zations for nanes of manufacturers who m ght
need assi stance.

(7) "Progrant neans the Washington nmanufacturing nodernization
extensi on service programcreated in section 3 of this act.

(8) "Qualified manufacturing extension partnership affiliate” and
"affiliate"” nean a private nonprofit organi zation established under RCW
24.50.010 or other organizations that are eligible or certified to
recei ve federal matching funds fromthe national institute of standards
and technology manufacturing extension partnership program of the
United States departnent of conmerce.

(9) "Small manufacturer” neans a private enployer whose prinmary
busi ness is adding value to a product through a manufacturing process
and enpl oys one hundred or fewer enployees w thin Washi ngton state.

NEW  SECTION. Sec. 3. (1) The Washi ngt on manuf act uri ng
noderni zation extension service program is created to provide
assistance to small manufacturers located in the state of Washi ngton.

(2)(a) Application to receive funding under this program nust be
made to the departnment of community, trade, and econom c devel opnent in
a formand manner specified by the departnent. Successful applicants
are eligible to receive a nodernization extension allowance from the
departnment to cover the costs of assistance by a qualified
manuf acturing extension partnership affiliate. An applicant may not
receive an all owance or allowances of over two hundred thousand dollars
per cal endar year.
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(b) The departnment nust grant allowances to applicants who neet the
followng criteria:

(1) The applicant has a valid agreenent wth a qualified
manuf act uri ng ext ensi on partnership affiliate to engage in
noder ni zat i on extensi on servi ces;

(1i) The applicants nust agree to: (A) Make a paynent to the
manuf act uri ng noderni zati on account created in section 8 of this act in
an anount equal to one-quarter of the anount of the nodernization
extension allowance, upon conpletion of the nodernization extension
service; and (B) make nonthly or quarterly paynents over the subsequent
ei ghteen nonths, as specified in their agreenent with the affiliate, to
t he manufacturing nodernization account created in section 8 of this
act in an anmount equal to three-quarters of the amount of the
noder ni zati on extension al |l owance;

(tit) The applicant is a small manufacturer at the tinme the
applicant entered into an agreenent with a qualified manufacturing
extension partnership affiliate; and

(itv) The applicant nust ensure that the nunber of enployees the
applicant has in the state during the calendar year followng the
conpletion of the programw || be equal to or greater than the nunber
of enployees the applicant had in the state in the calendar year
preceding the start of the program

(3) The director may solicit and receive gifts, grants, funds,
fees, and endowrents, in trust or otherwise, from tribal, |ocal,
federal, or other governnental entities, as well as private sources,
for the purpose of providing nodernization extension all owances under
this chapter. All revenue solicited and received by the departnent
under this chapter nust be deposited into the manufacturing
noder ni zati on account created in section 8 of this act.

(4) The departnment nmay adopt rules to inplenent this section.

NEW SECTION. Sec. 4. This chapter, being necessary for the
wel fare of the state and its inhabitants, shall be liberally construed
to effect its purposes. Insofar as the provisions of this chapter are
i nconsistent with the provisions of any general or special law, or
parts thereof, the provisions of this chapter shall be controlling.
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NEW SECTION. Sec. 5. A new section is added to chapter 82.04 RCW
to read as foll ows:

In conmputing the tax inposed under this chapter, a credit is
al l owed for participants in the Washi ngton manufacturi ng noderni zati on
extensi on services program created in section 3 of this act. The
credit allowed under this section is equal to fifty percent of the
value of a program participant's paynents to the nmanufacturing
noder ni zation account created in section 8 of this act. If a
participant in the program does not neet the qualifications in section
3(2)(b)(iv) of this act, the participant nust renmt to the departnent
the value of any credits taken plus interest. The credit earned by a
participant in one calendar year may be carried over to be credited
agai nst taxes incurred in a subsequent cal endar year.

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

(1) The legislature finds that accountability and effectiveness are
i nportant aspects of setting tax policy. In order to nake policy
choices regarding the best wuse of I|imted state resources the
| egi sl ature needs information on how a tax incentive is used.

(2) Each person claimng a tax credit under section 5 of this act
shall report information to the departnent by filing a conpl ete annual
survey. The survey is due by March 31st of the year follow ng any
cal endar year in which a tax credit under section 5 of this act is
t aken. The departnent may extend the due date for tinmely filing of
annual surveys under this section as provided in RCW 82.32.590. The

survey shall include the amount of tax credit taken. The survey shal
also include the followng information for enploynent positions in
Washi ngt on:

(a) The nunber of total enploynent positions;

(b) Full-time, part-tinme, and tenporary enploynent positions as a
percent of total enploynent;

(c) The nunber of enploynment positions according to the follow ng
wage bands: Less than thirty thousand dollars; thirty thousand dollars
or greater, but less than sixty thousand dollars; and sixty thousand
dollars or greater. A wage band containing fewer than three
i ndi vi dual s may be conbi ned wth anot her wage band; and
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(d) The nunber of enploynment positions that have enpl oyer-provi ded
medi cal, dental, and retirenent benefits, by each of the wage bands.

The first survey filed under this subsection shall also include
information for the twelve-nonth period i nmedi ately before first use of
a tax incentive.

(3) The departnment nmay request additional information necessary to
measure the results of the credit program to be submtted at the sane
time as the survey.

(4) Al information collected under this section, except the anount
of the tax credit taken, is deened taxpayer information under RCW
82. 32. 330. Information on the ampbunt of tax credit taken is not
subject to the confidentiality provisions of RCW82. 32. 330.

(5) If a person fails to submt an annual survey under subsection
(2) of this section by the due date of the report or any extension
under RCW 82. 32.590, the departnent shall declare the amount of taxes
credited for the previous calendar year to be immediately due and
payabl e. The departnent shall assess interest, but not penalties, on
t he anmounts due under this section. The interest shall be assessed at
the rate provided for del i nquent taxes under this chapter,
retroactively to the date the credit was clained, and shall accrue
until the taxes for which the credit was clained are repaid. Thi s
information is not subject to the confidentiality provisions of RCW
82. 32. 330.

(6) The departnent shall use the information fromthis section to
prepare sunmary descriptive statistics by category. No fewer than
three taxpayers shall be included in any category. The depart nent
shall report these statistics to the |egislature each year by Septenber
1st.

(7) The departnment shall study the tax credit authorized in section
5 of this act. The departnent shall submt a report to the appropriate
commttees of the |egislature by Decenber 1, 2013. The report shal
measure the effect of the credit on job creation, job retention,
conpany growth, the novenent of firnms or the consolidation of firns'
operations into the state, and such other factors as the departnent
sel ects.

Sec. 7. RCWB82.32.590 and 2006 ¢ 354 s 17, 2006 c 300 s 10, 2006
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c 177 s 8, 2006 ¢ 112 s 7, and 2006 c 84 s 7 are each reenacted and
anmended to read as foll ows:

(1) If the departnent finds that the failure of a taxpayer to file
an annual survey or annual report under RCW 82.04.4452, section 6 of
this act, 82.32.5351, 82.32.650, 82.32.635, 82.32.640, 82.32.630,
82.32. 610, or 82.74.040 by the due date was the result of circunstances
beyond the control of the taxpayer, the departnent shall extend the
time for filing the survey or report. Such extension shall be for a
period of thirty days fromthe 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 or annual report by the due date was the result
of circunstances beyond the control of the taxpayer, the departnent
shal |l be guided by rules adopted by the departnent for the waiver or
cancel l ati on of penalties when the underpaynent or untinely paynent of
any tax was due to circunstances beyond the control of the taxpayer.

NEW SECTION. Sec. 8. (1) The manufacturing nodernization account
is hereby created in the custody of the state treasurer. Only the
director may authorize expenditures from the account and no
appropriation is required for expenditures.

(2) The noney in the account nust be used solely for allowances
under the Washington manufacturing nodernization extension services
programcreated in section 3 of this act, conducting outreach services
by a qualified manufacturing extension partnership affiliate, or the
departnment's costs for the admnistration of the \Washington
manuf act uri ng noderni zati on extensi on service program

(3) Annually, the director nust appropriate ten percent of the
funds in the manufacturing nodernization account to qualified
manuf acturing extension partnership affiliates for the purpose of
conducting outreach services.

(4) Upon receipt of a nodernization extension allowance, the
director nust nake an appropriation to the qualified manufacturing
extension partnership affiliate chosen by the program participant in an
anount equal to the full costs of extension services.
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(5) Al paynents received from a program participant in the
Washi ngton manufacturing nodernization extension services program
created in section 3 of this act nust be deposited into the
manuf act uri ng noderni zati on account. The deposit of paynents under
this section from a program participant cease when the departnent
specifies that the program partici pant has nmet the nonetary obligations
of the program

(6) Al revenue solicited and received under the provisions of
section 3(3) of this act nust be deposited into the manufacturing
noder ni zati on account.

(7) The legislature intends that all appropriations from the
manuf act uri ng noderni zation account made to qualified manufacturing
extension partnership affiliates will be eligible as the state match in
an affiliate's application for federal matching funds under the
manufacturing extension partnership program of the United States
departnment of commerce's national institute of standards and
t echnol ogy.

(8) The definitions in section 2 of this act apply to this section.

NEW SECTION. Sec. 9. A new section is added to chapter 82.04 RCW
to read as foll ows:

(1) On an annual basis, qualified mnufacturing extension
partnership affiliates nust provide the departnment with a list of
conpani es with which they have conduct ed noderni zati on services during
the previous year. The departnment wll identify the anount of the
busi ness and occupation taxes that each of these conpanies paid to the
state during the year when the affiliate provided nodernization
services. This amount will becone the conpany's base tax year paynent.

(2) During the first year following the year in which the
noder ni zation service was conducted by the affiliate, the departnent
will identify the anmount of the business and occupation taxes paid by
the conpany. |f the anount exceeds the conpany's base tax year paynent
under subsection (1) of this section, ninety percent of the portion of
the paynent that is in excess of the base tax year paynent wll be
deposited into the manufacturing nodernization account and the
remai nder will be deposited into the state general fund.

(3) During the second year followng the year in which the
noder ni zation service was conducted by the affiliate, the departnent
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will identify the anmount of the business and occupation taxes paid by

t he conpany. If the anount exceeds the conpany's base tax year
paynment, seventy-five percent of the portion of the paynent that is in
excess of the base tax year paynent wll be deposited into the

manuf act uri ng noder ni zati on account and the remainder will be deposited
into the state general fund.
(4) The definitions in section 2 of this act apply to this section.

NEW SECTION. Sec. 10. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 11. Sections 1 through 4 and 8 of this act
constitute a new chapter in Title 43 RCW

NEW SECTION. Sec. 12. Section 5 of this act expires July 1, 2018.

~-- END ---
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