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SUBSTI TUTE HOUSE BI LL 1257

Passed Legislature - 1997 Regul ar Session

AS AMENDED BY THE SENATE
State of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on

By House Comm ttee on Finance (originally sponsored by Representatives
DeBol t, Al exander, Pennington, Sheldon, Kessler, Poulsen, MMorris
M el ke, Van Luven, Gant, Crouse, Mstin, Doumt and Hatfield)

Read first tine 03/10/97.

AN ACT Relating to the taxation of coal-fired thermal electric
generating facilities placed in operation before July 1, 1975; anendi ng
RCW43. 79A. 040 and 80. 04. 130; addi ng new sections to chapter 82. 08 RCW
adding new sections to chapter 82.12 RCW adding new sections to
chapter 82.32 RCW adding a new section to chapter 70.94 RCW adding a
new section to chapter 84.36 RCW addi ng a new section to chapter 50.12
RCW creating new sections; providing an expiration date; and decl aring
an energency.

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

NEW SECTION. Sec. 1. (1) The legislature finds that:

(a) Thermal electric generation facilities play an inportant role
in providing jobs for residents of the communities where such plants
are | ocated; and

(b) Taxes paid by thermal electric generation facilities help to
support schools and | ocal and state governnent operations.

(2) It isthe intent of the legislature to assist thermal electric
generation facilities placed in operation after Decenber 31, 1969, and
before July 1, 1975, to update their air pollution control equipnent
and abate pollution by extending certain tax exenptions and credits so
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that such plants may continue to play a long-termvital economc role
in the conmmunities where they are | ocated.

NEW SECTION. Sec. 2. A new section is added to chapter 82.08 RCW
to read as foll ows:

(1) For the purposes of this section, "air pollution control
facilities" nmean any treatment works, control devices and disposa
systens, machi nery, equi pnent structures, property, property
i nprovenents, and accessories, that are installed or acquired for the
primary purpose of reducing, controlling, or disposing of industrial
waste that, if released to the outdoor atnosphere, could cause air
pollution, or that are required to neet regulatory requirenents
applicable to their construction, installation, or operation.

(2) The tax levied by RCW82.08. 020 does not apply to:

(a) Sales of tangible personal property to a light and power
busi ness, as defined in RCW82. 16. 010, for construction or installation
of air pollution control facilities at a thermal electric generation
facility; or

(b) Sales of, cost of, or charges nmade for |abor and services
performed in respect to the construction or installation of air
pol lution control facilities.

(3) The exenption provided under this section applies only to
sal es, costs, or charges:

(a) Incurred for air pollution control facilities constructed or
installed after the effective date of this act and used in a thermal
el ectric generation facility placed in operation after Decenber 31,
1969, and before July 1, 1975;

(b) If the air pollution control facilities are constructed or
installed to neet applicable regulatory requi renents established under
state or federal law, including the Washington clean air act, chapter
70.94 RCW and

(c) For which the purchaser provides the seller with an exenption
certificate, signed by the purchaser or purchaser’s agent, that
i ncludes a description of itens or services for which paynent i s nade,
the anobunt of the paynent, and such additional information as the
departnment reasonably may require.

(4) This section does not apply to sales of tangible persona
property purchased or to sales of, costs of, or charges made for | abor

SHB 1257. SL p. 2



1 and services used for maintenance or repairs of pollution control
2 equi pnent.
3 (5) If production of electricity at a thermal electric generation
4 facility for any cal endar year after 2002 and before 2023 falls bel ow
5 a twenty percent annual capacity factor for the generation facility,
6 all or a portion of the tax previously exenpted under this section in
7 respect to construction or installation of air pollution control
8 facilities at the generation facility shall be due as foll ows:
9 Portion of previously

10 Year event occurs exenpted tax due

11 2003 100%

12 2004 95%

13 2005 90%

14 2006 85%

15 2007 80%

16 2008 75%

17 2009 70%

18 2010 65%

19 2011 60%

20 2012 55%

21 2013 50%

22 2014 45%

23 2015 40%

24 2016 35%

25 2017 30%

26 2018 25%

27 2019 20%

28 2020 15%

29 2021 10%

30 2022 5%

31 2023 0%

32 (6) Section 12 of this act applies to this section.

33 NEW SECTI ON. Sec. 3. A new section is added to chapter 82.12 RCW

34 to read as follows:

35 (1) For the purposes of this section, "air pollution control

36 facilities" mean any treatnent works, control devices and disposal

37 systens, machi nery, equi pment , structures, property, property
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i nprovenents, and accessories, that are installed or acquired for the
primary purpose of reducing, controlling, or disposing of industrial
waste that, if released to the outdoor atnosphere, could cause air
pollution, or that are required to neet regulatory requirenents
applicable to their construction, installation, or operation.

(2) The provisions of this chapter do not apply in respect to the
use of air pollution control facilities installed and used by a |ight
and power business, as defined in RCW82.16.010, in generating electric
power .

(3) The exenption provided under this section applies only to air
pollution control facilities that are:

(a) Constructed or installed after the effective date of this act
and used in a thermal electric generation facility placed in operation
after Decenber 31, 1969, and before July 1, 1975; and

(b) Constructed or installed to mneet applicable regulatory
requi renents established under state or federal law, including the
Washi ngton clean air act, chapter 70.94 RCW

(4) This section does not apply to the use of tangible persona
property for mai ntenance or repairs of the pollution control equi pnent.

(5) If production of electricity at a thermal electric generation
facility for any cal endar year after 2002 and before 2023 falls bel ow
a twenty percent annual capacity factor for the generation facility,
all or a portion of the tax previously exenpted under this section in
respect to construction or installation of air pollution control
facilities at the generation facility shall be due according to the
schedul e provided in section 2(5) of this act.

(6) Section 12 of this act applies to this section.

NEW SECTION. Sec. 4. A new section is added to chapter 82. 08 RCW
to read as foll ows:

(1) For the purposes of this section:

(a) "Air pollution control facilities" neans any treatnent works,
control devices and di sposal systens, nmachi nery, equi pnment, structure,
property, property i nprovenents, and accessories, that areinstalled or
acquired for the primary purpose of reducing, controlling, or disposing
of industrial waste that, if released to the outdoor atnosphere, could
cause air pollution, or that are required to neet regulatory
requi renents applicable to their construction, installation, or
operation; and

SHB 1257. SL p. 4
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(b) "Generation facility" neans a coal-fired thermal electric
generation facility placed in operation after Decenber 3, 1969, and
before July 1, 1975.

(2) Beginning January 1, 1999, the tax | evied by RCW82. 08. 020 does
not apply to sales of coal used to generate electric power at a
generation facility operated by a business if the follow ng conditions
are net:

(a) The owners must nake an application to the departnment of
revenue for a tax exenption;

(b) The owners nust nake a denonstration to the departnent of
ecology that the owners have nmade reasonable initial progress to
install air pollution control facilities to neet applicable regulatory
requi renents established under state or federal law, including the
Washi ngton clean air act, chapter 70.94 RCW

(c) Continued progress nust be made on the devel opnent of air
pollution control facilities to neet the requirenents of the permt;
and

(d) The generation facility must emt no nore than ten thousand
tons of sulfur dioxide during a previous consecutive twelve-nonth
peri od.

(3) During a consecutive twelve-nonth period, if the generation
facility is found to be in violation of excessive sulfur dioxide
em ssions from a regional air pollution control authority or the
departnent of ecology, the departnent of ecology shall notify the
departnment of revenue and the owners of the generation facility shal
lose their tax exenption under this section. The owners of a
generation facility may reapply for the tax exenption when they have
once again nmet the conditions of subsection (2)(d) of this section.

(4) Section 12 of this act applies to this section.

NEW SECTION. Sec. 5. A new section is added to chapter 82.08 RCW
to read as foll ows:

Any business that has received a tax exenption under section 4 of
this act forfeits the exenption if, except for reasons or factors
beyond the control of the owners or operator of the thermal electric
generation facility, less than seventy percent of the coal consuned at
the thermal electric generation facility during the previous cal endar
year was produced by a mne located in the sane county as the facility
or in a county contiguous to the county. The departnent of revenue may

p. 5 SHB 1257. SL
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reinstate the exenption under section 4 of this act when the owners
provi de docunentation that the seventy-percent requirenent has been net
during a subsequent calendar year. The definitions in section 4 of
this act apply to this section.

NEW SECTION.. Sec. 6. A new section is added to chapter 82.12 RCW
to read as foll ows:

(1) For the purposes of this section:

(a) "Air pollution control facilities" nmeans any treatnent works,
control devices and di sposal systens, nmachi nery, equi pnment, structure,
property, property i nprovenents, and accessories, that are installed or
acquired for the primary purpose of reducing, controlling, or disposing
of industrial waste that, if released to the outdoor atnosphere, could
cause air pollution, or that are required to neet regulatory
requi renents applicable to their construction, installation, or
operation; and

(b) "Ceneration facility" neans a coal-fired thermal electric
generation facility placed in operation after Decenber 3, 1969, and
before July 1, 1975.

(2) Beginning January 1, 1999, the provisions of this chapter do
not apply in respect to the use of coal to generate electric power at
a generation facility operated by a business if the followng
conditions are net:

(a) The owners must nake an application to the departnment of
revenue for a tax exenption;

(b) The owners nust nake a denonstration to the departnent of
ecology that the owners have nmade reasonable initial progress to
install air pollution control facilities to neet applicable regulatory
requi renents established under state or federal law, including the
Washi ngton clean air act, chapter 70.94 RCW

(c) Continued progress nust be made on the devel opnent of air
pollution control facilities to neet the requirenents of the permt;
and

(d) The generation facility must emt no nore than ten thousand
tons of sulfur dioxide during a previous consecutive twelve-nonth
peri od.

(3) During a consecutive twelve-nonth period, if the generation
facility is found to be in violation of excessive sulfur dioxide
em ssions from a regional air pollution control authority or the

SHB 1257. SL p. 6
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departnent of ecology, the departnent of ecology shall notify the

departnment of revenue and the owners of the generation facility shal

lose their tax exenption under this section. The owners of a

generation facility may reapply for the tax exenption when they have

once again nmet the conditions of subsection (2)(d) of this section.
(4) Section 12 of this act applies to this section.

NEW SECTION. Sec. 7. A new section is added to chapter 82.12 RCW
to read as foll ows:

Any business that has received a tax exenption under section 6 of
this act forfeits the exenption if, except for reasons or factors
beyond the control of the owners or operator of the thermal electric
generation facility, |less than seventy percent of the coal consunmed at
the thermal electric generation facility during the previous cal endar
year was produced by a mne located in the sanme county as the facility
or in a county contiguous to the county. The departnent of revenue may
reinstate the exenption under section 6 of this act when the owners
provi de docunentation that the seventy-percent requirenent has been net
during a subsequent cal endar year. The definitions in section 6 of
this act apply to this section.

Sec. 8. RCW43.79A 040 and 1996 c 253 s 409 are each anended to
read as foll ows:

(1) Money in the treasurer’s trust fund may be deposited, invested
and reinvested by the state treasurer in accordance with RCW43. 84. 080
in the sanme manner and to the sanme extent as if the noney were in the
state treasury.

(2) Al incone received frominvestnent of the treasurer’s trust
fund shall be set aside in an account in the treasury trust fund to be
known as the investnent inconme account.

(3) The investnent income account nay be utilized for the paynent
of purchased banking services on behalf of treasurer’s trust funds
i ncl udi ng, but not Ilimted to, depository, saf ekeepi ng, and
di sbursenent functions for the state treasurer or affected state
agencies. The investnent incone account is subject in all respects to
chapter 43.88 RCW but no appropriation is required for paynents to
financial institutions. Paynents shall occur prior to distribution of
earnings set forth in subsection (4) of this section.

p. 7 SHB 1257. SL
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(4)(a) Monthly, the state treasurer shall distribute the earnings
credited to the investnent inconme account to the state general fund
except under (b) and (c) of this subsection.

(b) The following accounts and funds shall receive their
proportionate share of earnings based upon each account’s or fund' s
aver age dai ly balance for the period: The agricultural |ocal fund, the
Aneri can I ndian scholarship endowrent fund, the  Washi ngton
i nternational exchange schol arshi p endownent fund, the energy account,
the fair fund, the gane farmalternative account, the grain inspection
revolving fund, the rural rehabilitation account, ((and)) the self-
i nsurance revolving fund, and the sulfur dioxide abatenent account.
However, the earnings to be distributed shall first be reduced by the
allocation to the state treasurer’s service fund pursuant to RCW
43. 08. 190.

(c) The follow ng accounts and funds shall receive eighty percent
of their proportionate share of earnings based upon each account’s or
fund’ s average daily balance for the period: The advanced right of way
revolving fund, the federal narcotics asset forfeitures account, the
hi gh occupancy vehicle account, and the local rail service assistance
account .

(5 1In conformance with Article 11, section 37 of the state
Constitution, no trust accounts or funds shall be allocated earnings
wi thout the specific affirmative directive of this section.

NEW SECTION. Sec. 9. A new section is added to chapter 82.32 RCW
to read as foll ows:

An amount equal to all sales and use taxes paid under chapters
82.08, 82.12, and 82.14 RCW that were obtained fromthe sal es of coal
to, or use of coal by, a business for use at a generation facility, and
that neet the requirenents of section 10 of this act, shall be
deposited in the sul fur dioxide abatenent account under section 10 of
this act.

NEWSECTION. Sec. 10. A new section is added to chapter 70.94 RCW
to read as foll ows:

(1) The sul fur dioxide abatenent account is created. All receipts
from subsection (2) of this section nust be deposited in the account.
Expenditures in the account may be used only for the purposes of
subsection (3) of this section. Only the director of revenue or the

SHB 1257. SL p. 8
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director’s designee may authorize expenditures fromthe account. The
account is subject to allotnent procedures under chapter 43.88 RCW but
an appropriation is not required for expenditures.

(2) Upon application by the owners of a generation facility, the
departnment of ecol ogy shall nmake a determ nati on of whether the owners
are making initial progress in the construction of air pollution
control facilities. Evidence of initial progress may include, but is
not limted to, engineering work, agreenments to proceed wth
construction, contracts to purchase, or contracts for construction of
air pollution control facilities. However, if the owners’ progress is
i npeded due to actions caused by regulatory delays or by defensive
l[itigation, certification of initial progress may not be w t hhel d.

Upon certification of initial progress by the departnent of ecol ogy
and after January 1, 1999, an amount equal to all sales and use taxes
paid under chapters 82.08, 82.12, and 82.14 RCW that were obtained
fromthe sales of coal to, or use of coal by, a business for use at a
generation facility shall be deposited in the account under section 9
of this act.

By June 1st of each year during construction of the air pollution
control facilities and during the verification period required in
sections 4(2)(d) and 6(2)(d) of this act, the departnent of ecol ogy
shall make an assessnment regarding the continued progress of the
pollution control facilities. Evi dence of continued progress nay
include, but is not limted to, acquisition of construction material,
vi si bl e progress on construction, or other actions that have occurred
that woul d verify progress under general construction tine tables. The
treasurer shall continue to deposit an anmount equal to the tax revenues
to the sulfur dioxide abatenent account unless the departnent of
ecology fails to certify that reasonabl e progress has been nade during
the previous year. The operator of a generation facility shall file
docunent ati on acconpanying its conbi ned nonthly excise tax return that
identifies all sales and use tax paynents made by the owners for coa
used at the generation facility during the reporting period.

(3) Wen a generation facility emts no nore than ten thousand tons
of sulfur dioxide during a consecutive twelve-nonth period, the
departnment of ecology shall certify this to the departnent of revenue
and the state treasurer by the end of the follow ng nonth. Wt hin
thirty days of receipt of certification under this subsection, the
departnent of revenue shall approve the tax exenption application and

p. 9 SHB 1257. SL
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the director or the director’s designee shall authorize the rel ease of
any noneys in the sul fur dioxide abatenent account to the operator of
the generation facility. The operator shall disburse the paynent anong
the owners of record according to the terns of their contractua
agreement .

(4)(a) If the departnment of revenue has not approved a tax
exenption under sections 4 and 6 of this act by March 1, 2005, any
nmoneys in the sul fur dioxide abatenment account shall be transferred to
the general fund and the appropriate |ocal governnents in accordance
wi th chapter 82.14 RCW and the sul fur dioxi de abatenent account shal
cease to exist after March 1, 2005.

(b) The dates in (a) of this subsection nust be extended if the
owners of a generation facility have experienced difficulties in
conplying with this section, or sections 4 through 7 and 9 of this act,
due to actions caused by regul atory del ays or by defensive litigation.

(5) For the purposes of this section:

(a) "Air pollution control facilities" neans any treatnent works,
control devices and di sposal systens, nachi nery, equi pnent, structure,
property, property inprovenents and accessories, that are installed or
acquired for the primary purpose of reducing, controlling, or disposing
of industrial waste that, if released to the outdoor atnosphere, could
cause air pollution, or that are required to neet regulatory
requi renents applicable to their construction, installation, or
operation; and

(b) "CGeneration facility" neans a coal-fired thermal electric
generation facility placed in operation after Decenber 3, 1969, and
before July 1, 1975.

NEWSECTION. Sec. 11. A newsection is added to chapter 84.36 RCW
to read as foll ows:

(1) Air pollution control equi pnment constructed or installed after
the effective date of this act, by busi nesses engaged in the generation
of electric energy at thermal electric generation facilities first
pl aced in operation after Decenber 31, 1969, and before July 1, 1975,
shal | be exenpt fromproperty taxation. The owners shall naintain the
records in such a manner that the annual begi nning and endi ng asset
bal ance of the pollution control facilities and depreciation nethod can
be identified.

SHB 1257. SL p. 10



© 00 N O Ol WDN P

10
11
12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30
31
32
33

34
35

(2) For the purposes of this section, "air pollution control
equi pnrent” neans any treatnent works, control devices and disposa
systens, machi nery, equi pnent structures, property, property
i nprovenents, and accessories, that are installed or acquired for the
primary purpose of reducing, controlling, or disposing of industrial
waste that, if released to the outdoor atnosphere, could cause air
pollution, or that are required to neet regulatory requirenents
applicable to their construction, installation, or operation.

(3) Section 12 of this act applies to this section.

NEW SECTI ON. Sec. 12. A new section is added to chapter 82.32 RCW
to read as foll ows:

If a business is allowed an exenption under section 2, 3, 4, 6, or
11 of this act, and the business ceases operation of the facility for
whi ch the exenption is allowed, the business shall deposit into the
di spl aced workers account established in section 13 of this act an
anount equal to the fair market value of one-quarter of the tota
sul fur dioxide allowances authorized by federal |aw available to the
facility at the time of cessation of operation of the generation
facility as if the allowances were sold for a period of ten years
followng the tinme of cessation of operation of the generation
facility. This section expires Decenber 31, 2015.

NEWSECTI ON. Sec. 13. A newsection is added to chapter 50.12 RCW
to read as foll ows:

The displaced workers account is established. Al noneys from
section 12 of this act nust be deposited into the account. Moneys in
the account may be spent only after appropriation. Expenditures from
t he account may be used only to provide for conpensati on and retraining
of displaced workers of the thermal electric generation facility and of
the coal mne that supplied coal to the facility. The benefits from
the account are in addition to all other conpensation and retraining
benefits to which the displaced workers are entitled under existing
state | aw The enploynent security department shall adm nister the
di stribution of noneys fromthe account.

Sec. 14. RCWS80.04.130 and 1993 ¢ 311 s 1 are each amended to read
as foll ows:

p. 11 SHB 1257. SL
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(1) Whenever any public service conpany shall file with the
conmi ssi on any schedul e, classification, rule or regul ation, the effect
of which is to change any rate, charge, rental or toll theretofore
charged, the conm ssion shall have power, either upon its own notion or
upon conpl aint, upon notice, to enter upon a hearing concerning such
proposed change and the reasonabl eness and justness thereof, and
pendi ng such hearing and the decision thereon the conm ssion may
suspend the operation of such rate, charge, rental or toll for a period
not exceeding ten nonths fromthe tinme the sane woul d ot herwi se go into
effect, and after a full hearing the comm ssion may make such order in
reference thereto as woul d be provided in a hearing initiated after the
same had becone effective. The conmm ssion shall not suspend a tariff
that nmakes a decrease in a rate, charge, rental, or toll filed by a
t el ecommuni cati ons conpany pending investigation of the fairness,
j ustness, and reasonabl eness of the decrease when the filing does not
contain any offsetting increase to another rate, charge, rental, or
toll and the filing conpany agrees to not file for an increase to any
rate, charge, rental, or toll to recover the revenue deficit that
results fromthe decrease for a period of one year. The filing conpany
shall file wth any decrease sufficient information as the conmm ssion
by rule may require to denonstrate the decreased rate, charge, rental,
or toll is above the long run increnmental cost of the service. A
tariff decrease that results in a rate that is below long run
incremental cost, or is contrary to comm ssion rule or order, or the
requi renents of this chapter, shall be rejected for filing and returned
to the conpany. The conm ssion nmay prescribe a different rate to be
effective on the prospective date stated in its final order after its
investigation, if it concludes based on the record that the originally
filed and effective rate is unjust, unfair, or unreasonable.

For the purposes of this section, tariffs for the follow ng
t el ecomruni cati ons services, that tenporarily waive or reduce charges
for existing or new subscribers for a period not to exceed sixty days
in order to pronote the use of the services shall be considered tariffs
t hat decrease rates, charges, rentals, or tolls:

(a) Customcalling service;

(b) Second access lines; or

(c) Oher services the conm ssion specifies by rule.

The comm ssion may suspend any pronotional tariff other than those
listed in (a) through (c) of this subsection.

SHB 1257. SL p. 12
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The conmm ssion may suspend the initial tariff filing of any water
conpany renoved from and later subject to comm ssion jurisdiction
because of the nunber of custoners or the average annual gross revenue
per customer provisions of RCW 80.04.010. The conmm ssion may all ow
tenporary rates during the suspension period. These rates shall not
exceed the rates charged when the conpany was | ast regulated. Upon a
show ng of good cause by the conpany, the comm ssion nmay establish a
different |evel of tenporary rates.

(2) At any hearing involving any change in any schedule,
classification, rule or regulation the effect of which is to increase
any rate, charge, rental or toll theretofore charged, the burden of
proof to show that such increase is just and reasonabl e shall be upon
t he public service conpany.

(3) The i npl enent ati on of mandat ory | ocal measur ed
tel ecomuni cations service is a mjor policy change in available
t el ecommuni cati ons service. The comm ssion shall not accept for filing
or approve, prior to June 1, 1998, a tariff filed by a
t el ecomruni cati ons conpany which inposes mandatory |ocal neasured
service on any custoner or class of custoners, except that, upon
finding that it is in the public interest, the comm ssion nmay accept
for filing and approve a tariff that i nposes mandat ory neasured service
for a tel econmunications conpany’s extended area service or foreign
exchange servi ce. This subsection does not apply to land, air, or
mari ne nobile service, or to pay tel ephone service, or to any service
whi ch has been traditionally offered on a neasured service basis.

(4) The inplenmentation of Washi ngton tel ephone assi stance program
service is a mjor policy change in available telecomunications
service. The inplenentation of Washi ngton tel ephone assi stance program
service wll aid in achieving the stated goal of universal telephone
servi ce.

(5 If a wutility clainms a sales or use tax exenption on the
pollution control equipnent for an electrical generation facility and
abandons the generation facility before the pollution control equi pnent
is fully depreciated, any tariff filing for a rate increase to recover
abandonnent costs for the pollution control equipnent shall be
consi dered unjust and unreasonable for the purposes of this section.

NEW SECTI ON. Sec. 15. The departnent of revenue and the
departnent of ecology nay adopt rules to inplenent this act.
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NEW SECTI O\ Sec. 16. 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 SECTI ON. Sec. 17. This act is necessary for the imedi ate
preservation of the public peace, health, or safety, or support of the
state governnment and its existing public institutions, and takes effect
i mredi atel y.

Passed the House April 19, 1997.

Passed the Senate April 11, 1997.

Approved by the Governor May 15, 1997.

Filed in OOfice of Secretary of State May 15, 1997.
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