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SUBSTI TUTE HOUSE BI LL 3260

St ate of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on

By House Finance (originally sponsored by Representatives G ant,
Sant os, Eddy, Springer, Goodman, Warnick, Hinkle, Arnmstrong, Ocutt,
Kelley, McIntire, and Ross; by request of Governor G egoire)

READ FI RST TI ME 02/ 12/ 08.

AN ACT Relating to providing partial state sales and use tax
exenptions in respect to the purchase or wuse of server equipnent
conprising only the server chassis and all conputer hardware and
software contained within the server chassis, where the server
equi pnent replaces existing server equipnent in certain buildings
constructed or refurbished to house servers and located in a rural
county as defined in RCW 82.14.370(5); anending RCW 81.104.170;
reenacting and anmending RCW 82.32.590 and 82.32.600; adding a new
section to chapter 82.08 RCW adding a new section to chapter 82.12
RCW adding a new section to chapter 82. 14 RCW adding a new section to
chapter 82.32 RCW and providing an effective date.

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) A partial exenption from the tax inposed by RCW 82.08.020 in
the formof a remttance is provided for sales to qualifying busi nesses
of replacenent server equipnment to be installed, wthout intervening
use, in an eligible conputer data center, and to charges nade for | abor
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and services rendered in respect to installing such repl acenent server
equi pnent. The exenption provided in this section applies only to the
state portion of the sales tax.

(2)(a) A qualifying business claimng an exenption under this
section nust first pay the tax inposed by RCW 82.08.020 on sales
eligible for exenption under this section and may then apply to the
departnent for remttance of fifty percent of the tax paid.

(b) A qualifying business claimng the exenption nust submt an
application for remttance to the departnent, not nore often than once
per calendar quarter, in a form and manner as required by the
depart nent. The application nust include the anount of exenption
clainmed, the purchases for which the exenption is clainmed, and such
other information that the departnent determnes is necessary to
determine eligibility for the exenption. A qualifying business
claimng the exenption under this section nust keep and preserve
adequat e records establishing the qualifying business's eligibility for
the exenption. Pending or approved applications are subject to audit
verification by the departnent.

(c) The departnent nust, on a quarterly basis, remt exenpted
amounts to qualifying businesses that submtted applications during the
previous quarter that were approved, in whole or part, by the
depart nent.

(3) A qualifying business claimng an exenption under this section
must conpl ete the annual survey described in section 5 of this act.

(4) For purposes of this section:

(a) "Conputer data center" nmeans a facility conprised of one or
nmore buildings constructed or refurbished specifically, and used
primarily, to house servers, where the facility has the follow ng
characteristics: (i) Uninterruptible power supplies, generator backup
power, or both; (ii) sophisticated fire suppression and prevention
systens; and (iii) enhanced physical security, such as: (A) Restricted
access to the facility to selected personnel; (B) permanent security
guards; video canmera surveillance; or an electronic system requiring
passcodes, keycards, or bionetric scans, such as hand scans and retinal
or fingerprint recognition; or (C) security features simlar to those
in (a)(iii)(A and (B) of this subsection (4).

(b) "Electronic data storage and data nanagenent services" include,
but are not |limted to: Provi di ng data storage and backup services,
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provi di ng conputer processing power, and hosting enterprise software
applications. The term also includes hosting web sites that provide
free or subscription services such as e-mail, web browsing and
searching, nedia applications, and other related online services.

(c) "Eligible conputer data center"” neans a conputer data center
with at | east twenty thousand square feet of floor space dedicated to
housi ng working servers and |ocated in a rural county as defined in RCW
82.14.370(5).

(d) "Qualifying business" neans a business entity that exists for
the primary purpose of engaging in comrercial activity for profit.

For purposes of this definition, "business entity" neans a
corporation, other than a municipal, quasi-nunicipal, and public or
ot her corporation created by the state or federal governnent, triba
government, nunicipality, or political subdivision of the state;
association; limted liability conmpany; partnership, including general
partnership, limted partnership, and limted liability partnership; or
other legal entity. Consistent with this definition, "business entity"
does not include the state or federal governnment or any of their
departnents, agencies, and institutions; tribal governnents; and
political subdivisions of this state.

(e) "Replacenent server equipnent” neans server equipnment that
repl aces existing server equi pnment |ocated at the eligible data center
in which the replacenent server equipnent will be installed.

(f)(i) "Server" includes blade or rack-nmount servers and neans a
conputer that is used in a conputer data center solely to provide
el ectronic data storage and data nmanagenent services for internal use
by the owner or | essee of the conputer data center, for clients of the
owner or |essee of the conputer data center, or both.

(1i) "Server" does not include personal conputers.

(g) "Server equipnent"” neans the server chassis and all conputer
har dware and software contained within the server chassis. Consistent
with this definition, "server equipnment” does not include the racks
upon which the server chassis is installed, cables, and conputer
peri pherals such as keyboards, nonitors, printers, mce, and other
devi ces that work outside of the conputer

NEW SECTION. Sec. 2. A new section is added to chapter 82.12 RCW
to read as foll ows:
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(1) A partial exenption from the tax inposed by RCW 82.12.020 in
the form of a remttance is provided for the use by qualifying
busi nesses of replacenent server equipnment to be installed, wthout
intervening use, in an eligible conputer data center, and to the use of
| abor and services rendered in respect to installing such repl acenent
server equipnment. The exenption provided in this section applies only
to the state portion of the use tax.

(2)(a) A qualifying business claimng an exenption under this
section nust first pay the tax inposed by RCW82.12. 020 on the use of
property and services eligible for exenption under this section and may
then apply to the departnent for remttance of fifty percent of the tax
pai d.

(b) A qualifying business claimng the exenption nust submt an
application for remttance to the departnent, not nore often than once
per calendar quarter, in a form and manner as required by the
depart nent. The application nust include the anobunt of exenption
claimed, the acquisitions for which the exenption is clainmed, and such
other information that the departnent determnes is necessary to
determine eligibility for the exenption. A qualifying business
claimng the exenption under this section nust keep and preserve
adequat e records establishing the qualifying business's eligibility for
the exenption. Pending or approved applications are subject to audit
verification by the departnent.

(c) The departnent nust, on a quarterly basis, remt exenpted
anmounts to qualifying businesses that submtted applications during the
previous quarter that were approved, in whole or part, by the
depart nent.

(3) The definitions in section 1 of this act apply to this section.

NEW SECTION. Sec. 3. A new section is added to chapter 82.14 RCW
to read as foll ows:

The exenptions in sections 1 and 2 of this act are for the state
portion of the sales and use tax only and do not extend to the taxes
authorized in this chapter.

Sec. 4. RCWB81.104.170 and 1997 ¢ 450 s 5 are each anmended to read
as foll ows:
Cities that operate transit systens, county transportation
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authorities, nmetropolitan nunicipal corporations, public transportation
benefit areas, and regional transit authorities my submt an
aut hori zing proposition to the voters and, if approved by a majority of
persons voting, fix and i npose a sales and use tax in accordance with
the terms of this chapter, solely for the purpose of providing high
capacity transportation service.

The tax authorized pursuant to this section shall be in addition to
the tax authorized by RCW82. 14. 030 and shall be collected fromthose
persons who are taxable by the state pursuant to chapters 82.08 and
82. 12 RCW upon the occurrence of any taxable event within the taxing
district. The maximumrate of such tax shall be approved by the voters
and shall not exceed one 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).
The maximum rate of such tax that may be inposed shall not exceed
ni ne-tenths of one percent in any county that inposes a tax under RCW
82.14.340, or within a regional transit authority if any county within
the authority inposes a tax under RCW 82.14.340. The exenptions in RCW
82.08.820 ((and)), 82.12.820, and sections 1 and 2 of this act are for
the state portion of the sales and use tax and do not extend to the tax
authorized in this section.

NEW SECTION. Sec. 5. A new section is added to chapter 82.32 RCW
to read as foll ows:

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

(b) Qualifying businesses claimng an exenption under section 1 or
2 of this act nust conplete an annual survey. The survey is due by
March 31st of the year follow ng the cal endar year in which a sales or
use tax exenption under section 1 or 2 of this act is first clainmed and
the seven succeeding cal endar years. The survey nmust include the
anount of sales and use tax exenpted. The survey nust al so include the
follow ng informati on for enpl oynent positions in Washi ngton:

(i) The nunber of total enploynent positions;

(ii) Full-time, part-tinme, and tenporary enploynent positions as a
percent of total enploynent;
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(ii1) The nunber of enpl oynent 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

(iv) The nunmber of enploynent positions that have enpl oyer-provi ded
medi cal , dental, and retirenent benefits, by each of the wage bands.

(c) The departnment may request additional information necessary to
measure the results of the deferral program to be submtted at the
sanme tinme as the survey.

(d) Al information collected under this subsection, except the
anmount of the tax exenption taken, is deenmed taxpayer information under
RCW 82.32.330 and is not disclosable. Information on the anmount of the

tax exenption taken is not subject to the confidentiality provisions of
RCW 82. 32. 330 and nay be disclosed to the public upon request.

(2) If a qualifying business fails to conplete the annual survey
requi red under subsection (1)(b) of this section by the date due, an
anount equal to all previously exenpted state sales and use taxes is
i mredi ately due and payable. Interest and penalties for taxes due and
payabl e under this subsection are prospective only. The due date for
determining interest and penalties on taxes payable wunder this
subsection is April 1st of the year in which the qualifying business
fails to conplete the annual survey.

(3) The joint legislative audit and review commttee nust use the
information to study the sales and use tax exenptions authorized in
this act. The conmttee nust report to the | egislature by Decenber 1,
2012, and Decenber 1, 2015. The reports nust neasure the effect of the
program on job creation, the nunmber of jobs created for WAshington
residents in rural counties, conpany growh, the diversification of the
state's econony in rural counties, growh in high technol ogy investnent
in rural counties, the novenent of high technology firns operations
into the state, and such other factors as the departnent selects.

Sec. 6. RCW82.32.590 and 2006 c¢ 354 s 17, 2006 c¢ 300 s 10, 2006
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, 82.32.5351
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82.32. 650, 82.32.635, 82.32.640, 82.32.630, 82.32.610, section 5 of
this act, 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 departnent issues its witten
notification to the taxpayer that it qualifies for an extension under
this section. The departnment 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.

Sec. 7. RCW82.32.600 and 2007 ¢ 54 s 23 and 2007 ¢ 54 s 22 are
each reenacted and anmended to read as foll ows:

(1) Persons required to file annual surveys or annual reports under
RCW 82.04.4452 or 82.32.5351, 82.32.610, 82.32.630, 82.32.635,
82.32.640, section 5 of this act, or 82.74.040 nust electronically file
with the departnent all surveys, reports, returns, and any ot her forns
or information the departnent requires in an electronic format as
provi ded or approved by the departnent. As used in this section,
"returns" has the sane neaning as "return” in RCW 82.32. 050.

(2) Any survey, report, return, or any other form or information
required to be filed in an electronic format under subsection (1) of
this section is not filed until received by the departnent in an
el ectronic format.

(3) The departnent may waive the electronic filing requirenent in
subsection (1) of this section for good cause shown.

NEW SECTION. Sec. 8. This act takes effect July 1, 2008.

~-- END ---
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