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ENGROSSED SECOND SUBSTI TUTE SENATE BI LL 5074

Passed Legislature - 1997 Regul ar Session
St ate of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on

By Senate Commttee on WAays & Means (originally sponsored by Senators
Sel | ar and Snyder)

Read first tine 04/07/97.

AN ACT Relating to increasing interstate trade through tax
i ncentives for warehouse and grain el evator operations; anending RCW
81.104.170; 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 creating new sections; and declaring an energency.

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

NEW_ SECTI O\ Sec. 1. The legislature finds that the state’'s

overall economc health and prosperity is bolstered through tax
incentives targeted to specific industries. The warehouse and
distribution industry 1is critical to other businesses. The
transportation sector, the retail sector, the ports, and the

whol esal ers all rely on the warehouse and distributionindustry. It is
the intent of the legislature to stinulate interstate trade by
providing tax incentives to those persons in the warehouse and
di stribution industry engaged in highly conpetitive trade.

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

p. 1 E2SSB 5074. SL
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(1) Wholesalers or third-party warehousers who own or operate
war ehouses or grain elevators and retailers who own or operate
distribution centers, and who have paid the tax | evied by RCW82. 08. 020
on:

(a) Material -handling and racki ng equi prrent, and | abor and servi ces
rendered in respect to installing, repairing, cleaning, altering, or
i nprovi ng the equi pnent; or

(b) Construction of a warehouse or grain elevator, including
materials, and including service and | abor costs,
are eligible for an exenption in the formof a remttance. The anount
of the remttance is conputed under subsection (3) of this section and
is based on the state share of sal es tax.

(2) For purposes of this section and section 3 of this act:

(a) "Agricultural products" has the nmeaning given in RCW82. 04. 213;

(b) "Construction" neans the actual construction of a warehouse or
grain elevator that did not exist before the construction began.
"Construction” includes expansion if the expansion adds at |east two
hundred thousand square feet of additional space to an existing
war ehouse or additional storage capacity of at least one mllion
bushel s to an existing grain elevator. "Construction" does not include
renovation, renodeling, or repair;

(c) "Departnent" neans the departnent of revenue;

(d) "Distribution center" neans a warehouse that 1is used
exclusively by a retailer solely for the storage and distribution of
finished goods to retail outlets of the retailer. "Distribution
center" does not include a warehouse at which retail sales occur;

(e) "Finished goods" neans tangi bl e personal property intended for
sale by a retailer or wholesaler. "Finished goods" does not include
agricul tural products stored by whol esal ers, third-party warehouses, or
retailers if the storage takes place on the land of the person who
produced the agricultural product. "Finished goods" does not include
| ogs, mnerals, petroleum gas, or other extracted products stored as
raw materials or in bulk;

(f) "Gain elevator”™ neans a structure used for storage and
handl i ng of grain in bulk;

(g) "Material-handling equipnment and racking equipnment” neans
equi pnent in a warehouse or grain elevator that is primarily used to
handl e, store, organi ze, convey, package, or repackage fini shed goods.
The termi ncl udes tangi bl e personal property with a useful life of one

E2SSB 5074. SL p. 2
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year or nore that beconmes an ingredient or conponent of the equipnent,
including repair and replacenent parts. The term does not include
equi prent in offices, lunchroons, restroons, and other |ike space
within a warehouse or grain elevator, or equipnment used for
nonwar ehousi ng purposes. "Materi al -handling equi prent"” i ncludes but is
not limted to: Conveyers, carousels, lifts, positioners, pick-up-and-
pl ace units, cranes, hoists, mechanical arms, and robots; nechanized
systens, including containers that are an integral part of the system
whose purpose is to lift or nove tangible personal property; and
aut omat ed handl i ng, storage, and retrieval systens, including conputers
that control them whose purpose is to |lift or nove tangible personal
property; and forklifts and other off-the-road vehicles that are used
tolift or nove tangi bl e personal property and that cannot be operated
| egal |y on roads and streets. "Racking equipnent” includes, but is not
limted to, conveying systens, chutes, shelves, racks, bins, drawers,
pal |l ets, and ot her contai ners and storage devices that forma necessary
part of the storage system

(h) "Person" has the neaning given in RCW 82. 04. 030;

(1) "Retailer" neans a person who nekes "sales at retail" as
defined in chapter 82.04 RCWof tangi bl e personal property;

(j) "Square footage" neans the product of the two horizontal
di mensi ons of each floor of a specific warehouse. The entire footprint
of the warehouse shall be neasured in calculating the square footage,
i ncl udi ng space that juts out fromthe building profile such as | oadi ng
docks. "Square footage" does not nean the aggregate of the square
footage of nore than one warehouse at a |ocation or the aggregate of
t he square footage of warehouses at nore than one | ocation;

(k) "Third-party warehouser” neans a person taxable under RCW
82.04.280(4);

(1) "warehouse" neans an encl osed building or structure in which
fini shed goods are stored. A warehouse building or structure may have
nore than one storage room and nore than one fl oor. O fice space,
| unchroons, restroons, and other space wthin the warehouse and
necessary for the operation of the warehouse are consi dered part of the
war ehouse as are | oading docks and other such space attached to the
buil ding and used for handling of finished goods. Landscapi ng and
parking |l ots are not considered part of the warehouse. A storage yard
is not a warehouse, nor is a building in which manufacturing takes
pl ace; and
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(m "Whol esal er” nmeans a person who nmakes "sal es at whol esal e" as
defined in chapter 82.04 RCW of tangible personal property, but
"whol esal er” does not include a person who nakes sal es exenpt under
82. 04. 330.

(3)(a) A person claimng an exenption fromstate tax in the formof
a remttance under this section nust pay the tax inposed by RCW
82.08.020. The buyer may then apply to the departnent for remttance
of all or part of the tax paid under RCW 82.08. 020. For grain
el evators with bushel capacity of one mllion but less than two
mllion, the remttance is equal to fifty percent of the amount of tax
paid. For warehouses with square footage of two hundred thousand or
nore and for grain elevators with bushel capacity of two mllion or
nore, the remttance is equal to one hundred percent of the anmount of
tax paid for qualifying construction, materials, service, and | abor,
and fifty percent of the anpbunt of tax paid for qualifying material -
handl i ng equi pnent and racking equipnment, and |abor and services
rendered in respect to installing, repairing, cleaning, altering, or
i nprovi ng the equi pnent.

(b) The departnent shall determne eligibility under this section
based on information provided by the buyer and through audit and ot her
adm ni strative records. The buyer shall on a quarterly basis submt an
informati on sheet, in a formand manner as required by the depart nment
by rule, specifying the amunt of exenpted tax clainmed and the
qualifying purchases or acquisitions for which the exenption is
cl ai med. The buyer shall retain, in adequate detail to enable the
departnment to determ ne whet her the equi pment or construction neets the
criteria under this section: [Invoices; proof of tax paid; docunents
describing the material-handling equipnment and racking equipnent;
| ocation and size of warehouses and grain elevators; and construction
i nvoi ces and docunents.

(c) The departnent shall on a quarterly basis remt exenpted
anopunts to qualifying persons who submtted applications during the
previ ous quarter.

(4) Warehouses, grain elevators, and material -handling equi pnent
and racking equi pnmrent for which an exenption, credit, or deferral has
been or is being received under chapter 82.60, 82.61, 82.62, or 82.63
RCW or RCW 82.08.02565 or 82.12.02565 are not eligible for any
remttance under this section. War ehouses and grain el evators upon
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whi ch construction was initiated before the effective date of this act
are not eligible for a remttance under this section.

(5) The lessor or owner of a warehouse or grain elevator is not
eligible for a remttance under this section unless the underlying
owner ship of the warehouse or grain elevator and the material - handl i ng
equi pnent and racki ng equi pnent vests exclusively in the sane person,
or unless the lessor by witten contract agrees to pass the econom c
benefit of the remttance to the |lessee in the form of reduced rent
payment s.

NEW SECTION.. Sec. 3. A new section is added to chapter 82.12 RCW
to read as foll ows:

(1) Wholesalers or third-party warehousers who own or operate
war ehouses or grain elevators, and retailers who own or operate
distribution centers, and who have paid the tax |evied under RCW
82.12. 020 on:

(a) Material-handling equi pnent and racki ng equi pnent; or

(b) Materials incorporated in the construction of a warehouse or
grain el evator.

(2)(a) A person claimng an exenption fromstate tax in the formof
a remttance under this section nust pay the tax inposed by RCW
82.12.020 to the departnent. The person may then apply to the
departnment for remttance of all or part of the tax paid under RCW
82.12.020. For grain elevators with bushel capacity of one mllion but
less than two mllion, the remttance is equal to fifty percent of the
anount of tax paid. For warehouses with square footage of two hundred
t housand and for grain el evators with bushel capacity of two mllion or
nore, the remttance is equal to one hundred percent of the anmount of
tax paid for qualifying construction materials, and fifty percent of
the amount of tax paid for qualifying material -handling equi pnent and
racki ng equi pment.

(b) The departnment shall determne eligibility under this section
based on information provided by the buyer and through audit and ot her
adm ni strative records. The buyer shall on a quarterly basis submt an
informati on sheet, in a formand manner as required by the depart nment
by rule, specifying the amunt of exenpted tax clainmed and the
qualifying purchases or acquisitions for which the exenption is
cl ai med. The buyer shall retain, in adequate detail to enable the
departnment to determ ne whet her the equi pnment or construction neets the
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criteria under this section: [Invoices; proof of tax paid; docunents
describing the material-handling equipnment and racking equipnent;
| ocation and size of warehouses, if applicable; and construction
i nvoi ces and docunents.

(c) The departnent shall on a quarterly basis remt or credit
exenpted anounts to qualifying persons who submtted applications
during the previous quarter.

(3) Warehouse, grain elevators, and materi al - handl i ng equi pnent and
racki ng equi prent for which an exenption, credit, or deferral has been
or i s being received under chapter 82.60, 82.61, 82.62, or 82.63 RCWor
RCW 82. 08. 02565 or 82.12.02565 are not eligible for any remttance
under this section. Material s incorporated in warehouses and grain
el evat ors upon whi ch construction was initiated prior to the effective
date of this act are not eligible for a remttance under this section.

(4) The lessor or owner of the warehouse or grain elevator is not
eligible for a remttance or credit under this section unless the
underlying ownership of the warehouse or grain elevator and
mat eri al - handl i ng equi pnment and racki ng equi pnent vests exclusively in
the sane person, or unless the lessor by witten contract agrees to
pass the econom c benefit of the exenption to the | essee in the form of
reduced rent paynents.

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

NEW SECTION.. Sec. 4. A new section is added to chapter 82.14 RCW
to read as foll ows:

The exenptions in sections 2 and 3 of this act are for the state
portion of the sales and use tax and do not extend to the tax inposed
in this chapter.

Sec. 5. RCW81.104.170 and 1992 c 101 s 28 are each anended to
read as foll ows:

Cities that operate transit systenms, county transportation
authorities, netropolitan nmunicipal corporations, publictransportation
benefit areas, and regional transit authorities may submt an
aut hori zing proposition to the voters and if approved by a majority of
persons voting, fix and inpose a sales and use tax in accordance with
the terns of this chapter, solely for the purpose of providing high
capacity transportation service.

E2SSB 5074. SL p. 6
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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 maxi mumrate 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
sections 2 and 3 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_ SECTI ON. Sec. 6. The legislative fiscal conmttees shal
report to the | egislature by Decenber 1, 2001, on the econom c inpacts
of this act. This report shall anal yze enpl oynent and ot her rel evant
econom c data pertaining to the tax exenptions authorized under this
act and shall neasure the effect on the creation or retention of
famly-wage jobs and diversification of the state’ s econony. The
report nust include the commttee’s findings on the tax incentive
programi s performance in achieving its goals and recomrendati ons on
ways to inprove its effectiveness. Analytic techniques may include,
but not be Iimted to, conparisons of Washington to other states that
did not enact business tax changes, conparisons across Wshington
counties based on usage of the tax exenptions, and conpari sons across

simlar firnms based on their use of the tax exenptions. |n performng
the analysis, the legislative fiscal commttees shall consult wth
business and |abor interests. The departnment of revenue, the

enpl oynent security departnment, and ot her agencies shall provide to the
| egislative fiscal commttees such data as the legislative fiscal
commttees may request in performng the analysis required under this
section.

NEW SECTI ON. Sec. 7. 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.

p. 7 E2SSB 5074. SL
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