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SECOND SUBSTI TUTE SENATE BI LL 6304

AS AMENDED BY THE HOUSE
Passed Legislature - 2004 Regul ar Session
State of WAshi ngt on 58th Legislature 2004 Regul ar Session

By Senate Conmttee on Ways & Means (originally sponsored by
Senators Brandl and, Parlette, Spanel, Mrton, Doumt, T. Sheldon and
Rasnussen)

READ FI RST TI ME 02/ 25/ 04.

AN ACT Relating to tax relief for alum numsnelters; anendi ng RCW
82.04. 240, 82.04.270, 82.04.280, 82.04.440, and 82.12.022; adding new
sections to chapter 82.04 RCW adding a new section to chapter 82.08
RCW adding a new section to chapter 82.12 RCW adding a new section to
chapter 82.16 RCW adding a new section to chapter 82.32 RCW creating
a new section; providing an effective date; and providing an expiration
dat e.

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

NEW SECTION. Sec. 1. The legislature recognizes that the | oss of
donesti ¢ manufacturing jobs has becone a national concern. \WAashi ngton
state has | ost one out of every six manufacturing jobs since July 2000.
The alum num industry has |ong been an inportant conponent of
Washi ngton state's manufacturing base, providing famly-wage jobs often
in rural communities where unenploynment rates are very high. The
al um numindustry is electricity intensive and was greatly affected by
the dramatic increase in electricity prices which began in 2000 and
whi ch continues to affect the WAshington econony. Before the energy
crisis, alumnum snelters provided about 5,000 direct jobs. Today they
provide fewer than 1,000 direct jobs. For every job lost in that
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i ndustry, alnost three additional jobs are estimated to be |ost
el sewhere in the state's econony. It is the legislature's intent to
preserve and restore famly wage jobs by providing tax relief to the
state's al um numindustry.

The el ectric |oads of alum numsnelters provide a unique benefit to
the infrastructure of the electric power system Under the
transm ssion tariff of the Bonneville Power Adm nistration, alum num
snelter |oads, whether served wth federal or nonfederal power, are
subject to short-term interruptions that allow a higher inport
capability on the transm ssion interconnection between the northwest
and California. These stability reserves allow nore power to be
inported in winter nonths, reducing the need for additional generation
in the northwest, and would be used to prevent a w despread
transm ssion collapse and blackout if there were a failure in the
transm ssion i nterconnection between California and the northwest. It
is the legislature's intent to retain these benefits for the people of
the state.

NEW SECTION. Sec. 2. A new section is added to chapter 82.04 RCW
to be codified between RCW 82.04. 020 and 82.04.220, to read as foll ows:

(1) "Direct service industrial custonmer” neans the sane as in RCW
82.16. 0495.

(2) "Alum num snelter” nmeans the manufacturing facility of any
direct service industrial custoner that processes alumna into
al um num

NEW SECTION. Sec. 3. A new section is added to chapter 82.04 RCW
to read as foll ows:

(1) Upon every person who is an alum num snelter engaging wthin
this state in the business of manufacturing alumnum as to such
persons the anpbunt of tax with respect to such business shall, in the
case of manufacturers, be equal to the value of the product
manuf actured, or in the case of processors for hire, be equal to the
gross incone of the business, multiplied by the rate of .2904 percent.

(2) Upon every person who is an alum num snelter engaging wthin
this state in the business of making sales at wholesale of alum num
manuf actured by that person, as to such persons the anmount of tax with
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respect to such business shall be equal to the gross proceeds of sales
of the alumnummnultiplied by the rate of .2904 percent.
(3) This section expires January 1, 2007.

Sec. 4. RCW 82. 04. 240 and 1998 ¢ 312 s 3 are each anended to read
as foll ows:

Upon every person ((exeept—persons—taxableunder—ROA82-04260(1H)+
2—4)—F5)—oe+—6))) engaging wthin this state in business as a

manuf acturer, except persons taxable as nmanufacturers under other
provisions of this chapter; as to such persons the anmount of the tax
wth respect to such business shall be equal to the value of the
products, including byproducts, manufactured, nmultiplied by the rate of
0. 484 percent.

The nmeasure of the tax is the value of the products, including
byproducts, so manufactured regardl ess of the place of sale or the fact
that deliveries may be nade to points outside the state.

Sec. 5. RCWS82.04.270 and 2003 2nd sp.s. ¢ 1 s 5 are each anended
to read as foll ows:

Upon every person ((execept—persons—taxableunder—ROAN-8204260(5)
or—(13y—82-04-298—o+82-04-272)) engaging within this state in the

busi ness of neking sales at wholesale, except persons taxable as
whol esal ers under other provisions of this chapter; as to such persons
the anbunt of tax with respect to such business shall be equal to the
gross proceeds of sales of such business multiplied by the rate of
0. 484 percent.

Sec. 6. RCW82.04.280 and 1998 c 343 s 3 are each anended to read
as follows:

Upon every person engaging wthin this state in the business of:
(1) Printing, and of publishing newspapers, periodicals, or nagazines;
(2) building, repairing or inproving any street, place, road, highway,
easenent, right of way, mass public transportation term nal or parking
facility, bridge, tunnel, or trestle which is owed by a nunicipal
corporation or political subdivision of the state or by the United
States and which is used or to be used, primarily for foot or vehicular
traffic including mass transportation vehicles of any kind and
including any readjustnment, reconstruction or relocation of the

p. 3 2SSB 6304. SL
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facilities of any public, private or cooperatively owned utility or
railroad in the course of such building, repairing or inproving, the
cost of which readjustnent, reconstruction, or relocation, is the
responsibility of the public authority whose street, place, road,
hi ghway, easenent, right of way, nmass public transportation term nal or
parking facility, bridge, tunnel, or trestle is being built, repaired
or inproved; (3) extracting for hire or processing for hire, except
persons taxable as processors for hire under another section of this
chapter; (4) operating a cold storage warehouse or storage warehouse,
but not including the rental of cold storage |ockers; (5) representing
and performng services for fire or casualty insurance conpani es as an
i ndependent resident rmanaging general agent licensed under the
provi sions of RCW 48.05.310; (6) radio and television broadcasting,
excluding network, national and regional advertising conputed as a
standard deduction based on the national average thereof as annually
reported by the Federal Conmunications Comm ssion, or in lieu thereof
by item zation by the individual broadcasting station, and excluding
that portion of revenue represented by the out-of-state audience
conputed as a ratio to the station's total audience as neasured by the
100 mcro-volt signal strength and delivery by wre, if any; (7)
engaging in activities which bring a person within the definition of
consuner contained in RCW82.04.190(6); as to such persons, the anount
of tax on such business shall be equal to the gross inconme of the
business multiplied by the rate of 0.484 percent.

As used in this section, "cold storage warehouse" neans a storage
war ehouse used to store fresh and/or frozen perishable fruits or
veget abl es, neat, seafood, dairy products, or fow, or any conbi nation
thereof, at a desired tenperature to maintain the quality of the
product for orderly marketing.

As used in this section, "storage warehouse" neans a building or
structure, or any part thereof, in which goods, wares, or nerchandi se
are received for storage for conpensation, except field warehouses,
fruit warehouses, fruit packing plants, warehouses |icensed under
chapter 22.09 RCW public garages storing autonobiles, railroad freight
sheds, docks and wharves, and "self-storage" or "mni storage"
facilities whereby custoners have direct access to individual storage
areas by separate entrance. " St orage war ehouse" does not include a

2S5SB 6304. SL p. 4
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buil ding or structure, or that part of such building or structure, in
whi ch an activity taxable under RCW 82.04. 272 is conduct ed.

As used in this section, "periodical or nmagazine" neans a printed
publication, other than a newspaper, issued regularly at stated
intervals at | east once every three nonths, including any suppl enent or
special edition of the publication.

Sec. 7. RCWB82.04.440 and 2003 2nd sp.s. ¢ 1 s 6 are each anended
to read as foll ows:

(1) Every person engaged in activities which are within the purview
of the provisions of tw or nore of sections RCW 82.04.230 to
82.04. 290, inclusive, shall be taxable under each paragraph applicable
to the activities engaged in.

(2) Persons taxable under section 3(2) of this act, RCW82.04. 250,
82.04.270, or 82.04.260 (4) or (13) with respect to selling products in
this state shall be allowed a credit against those taxes for any (a)
manuf acturing taxes paid with respect to the manufacturing of products
so sold in this state, and/or (b) extracting taxes paid with respect to
the extracting of products so sold in this state or ingredients of
products so sold in this state. Extracting taxes taken as credit under
subsection (3) of this section nmay al so be taken under this subsection,
if otherw se allowable under this subsection. The anmount of the credit
shall not exceed the tax liability arising under this chapter wth
respect to the sale of those products.

(3) Persons taxable under RCW 82.04. 240 or 82.04.260(1)(b) shall be
allowed a credit against those taxes for any extracting taxes paid with
respect to extracting the ingredients of the products so manufactured
in this state. The anount of the credit shall not exceed the tax
l[iability arising under this chapter wwth respect to the manufacturing
of those products.

(4) Persons taxable under RCW 82. 04. 230, 82.04. 240, section 3(1) of
this act, or 82.04.260 (1), (2), (4), (6), or (13) with respect to
extracting or manufacturing products in this state shall be allowed a
credit against those taxes for any (i) gross receipts taxes paid to
another state with respect to the sales of the products so extracted or
manufactured in this state, (ii) manufacturing taxes paid with respect
to the manufacturing of products using ingredients so extracted in this
state, or (iii) manufacturing taxes paid with respect to manufacturing
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activities conpleted in another state for products so manufactured in
this state. The anmount of the credit shall not exceed the tax
l[iability arising under this chapter with respect to the extraction or
manuf act uring of those products.

(5) For the purpose of this section:

(a) "Goss receipts tax" neans a tax:

(1) Wich is inposed on or neasured by the gross volune of
business, in ternms of gross receipts or in other terns, and in the
determ nation of which the deductions all owed would not constitute the
tax an incone tax or value added tax; and

(i) Wich is also not, pursuant to law or custom separately
stated fromthe sales price.

(b) "State" nmeans (i) the state of Washington, (ii) a state of the
United States other than Washington, or any political subdivision of
such other state, (iii) the District of Colunbia, and (iv) any foreign
country or political subdivision thereof.

(c) "Manufacturing tax" means a gross receipts tax inposed on the
act or privilege of engaging in business as a manufacturer, and
includes (i) the taxes inposed in RCW82.04. 240, section 3(1) of this
act, and 82.04.260 (1), (2), (4), and (13), and (ii) simlar gross
recei pts taxes paid to other states.

(d) "Extracting tax" means a gross receipts tax inposed on the act
or privilege of engaging in business as an extractor, and includes the
tax inposed in RCW82.04.230 and simlar gross receipts taxes paid to
ot her states.

(e) "Business", "manufacturer", "extractor", and other terns used
in this section have the neanings given in RCW 82.04.020 through
82.04. 212, notwithstanding the use of those terns in the context of
descri bing taxes inposed by ot her states.

NEW SECTION. Sec. 8. A new section is added to chapter 82.04 RCW
to read as foll ows:

(1) In conmputing the tax inposed under this chapter, a credit is
allowed for all property taxes paid during the calendar year on
property owned by a direct service industrial custoner and reasonably
necessary for the purposes of an al um num snelter.

(2) A person taking the credit under this section is subject to al
the requirenents of chapter 82.32 RCW A credit earned during one

2SSB 6304. SL p. 6
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cal endar year may be carried over to be credited agai nst taxes incurred
in the subsequent cal endar year, but may not be carried over a second
year. Credits carried over nust be applied to tax liability before new
credits. No refunds may be granted for credits under this section.

(3) Credits may not be clained under this section for property
taxes levied for collection in 2007 and thereafter.

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

(1) A person who is subject to tax under this chapter on gross
incone fromsales of electricity, natural gas, or manufactured gas nade
to an alumnumsnelter is eligible for an exenption fromthe tax in the
formof a credit, if the contract for sale of electricity or gas to the
al um num snel ter specifies that the price charged for the electricity
or gas wll be reduced by an anmount equal to the credit.

(2) The credit is equal to the gross inconme fromthe sale of the
electricity or gas to an alumnum snelter multiplied by the
corresponding rate in effect at the tinme of the sale under this
chapter.

(3) The exenption provided for in this section does not apply to
anounts received from the remarketing or resale of electricity
originally obtained by contract for the snelting process.

NEW SECTION. Sec. 10. A new section is added to chapter 82.08 RCW
to read as foll ows:

(1) A person who has paid tax under RCW 82.08.020 for tangible
personal property used at an alum num snelter, tangible personal
property that will be incorporated as an ingredient or conponent of
bui |l di ngs or other structures at an alum numsnelter, or for |abor and
services rendered with respect to such buildings, structures, or
tangi bl e personal property, is eligible for an exenption fromthe state
share of the tax in the formof a credit, as provided in this section.
A person claimng an exenption nust pay the tax and may then take a
credit equal to the state share of retail sales tax paid under RCW
82.08.020. The person shall submt information, in a formand manner
prescribed by the departnent, specifying the anount of qualifying
purchases or acquisitions for which the exenption is clained and the
anount of exenpted tax.

p. 7 2SSB 6304. SL
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(2) For the purposes of this section, "alumnum snelter” has the
sane neaning as provided in section 2 of this act.

(3) Credits may not be clained under this section for taxable
events occurring on or after January 1, 2007.

NEW SECTION.  Sec. 11. A new section is added to chapter 82.12 RCW
to read as foll ows:

(1) A person who is subject to tax under RCW 82.12.020 for tangible
personal property used at an alum numsnelter, or for tangi ble personal
property that will be incorporated as an ingredient or conponent of
bui |l di ngs or other structures at an alum numsnelter, or for |abor and
services rendered with respect to such buildings, structures, or
tangi bl e personal property, is eligible for an exenption fromthe state
share of the tax in the formof a credit, as provided in this section.
The anmount of the credit shall be equal to the state share of use tax
conputed to be due under RCW 82.12.020. The person shall submt
information, in a form and manner prescribed by the departnent,
speci fying the amount of qualifying purchases or acquisitions for which
the exenption is clained and the anobunt of exenpted tax.

(2) For the purposes of this section, "alumnum snelter” has the
sanme neaning as provided in section 2 of this act.

(3) Credits may not be clained under this section for taxable
events occurring on or after January 1, 2007.

Sec. 12. RCW82.12.022 and 1994 c 124 s 9 are each anended to read
as follows:

(1) There is hereby levied and there shall be collected fromevery
person in this state a use tax for the privilege of using natural gas
or manufactured gas within this state as a consuner.

(2) The tax shall be levied and collected in an anmount equal to the
value of the article used by the taxpayer multiplied by the rate in
effect for the public utility tax on gas distribution busi nesses under
RCW 82. 16.020. The "value of the article used" does not include any
anounts that are paid for the hire or use of a gas distribution
busi ness as defined in RCW82.16.010(7) in transporting the gas subject
to tax under this subsection if those anobunts are subject to tax under
t hat chapter.

2SSB 6304. SL p. 8
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(3) The tax levied in this section shall not apply to the use of
natural or manufactured gas delivered to the consuner by other neans
t han t hrough a pi peline.

(4) The tax levied in this section shall not apply to the use of
natural or manufactured gas if the person who sold the gas to the
consunmer has paid a tax under RCW 82.16.020 wth respect to the gas for
whi ch exenption is sought under this subsection.

(5) The tax levied in this section shall not apply to the use of
natural or manufactured gas by an alumnum snelter as that term is
defined in section 2 of this act before January 1, 2007.

(6) There shall be a credit against the tax levied under this
section in an anmount equal to any tax paid by:

(a) The person who sold the gas to the consuner when that tax is a
gross receipts tax simlar to that inposed pursuant to RCW82. 16. 020 by
another state wth respect to the gas for which a credit is sought
under this subsection; or

(b) The person consum ng the gas upon which a use tax simlar to
the tax inposed by this section was paid to another state with respect
to the gas for which a credit is sought under this subsection.

((66))) (7) The use tax hereby inposed shall be paid by the
consuner to the departnent.

((6H)) (8) There is inposed a reporting requirenent on the person
who delivered the gas to the consuner to nmake a quarterly report to the
depart nent. Such report shall contain the volunme of gas delivered
name of the consuner to whom delivered, and such other information as
the departnent shall require by rule.

((68))) (9) The departnent may adopt rul es under chapter 34.05 RCW
for the admnistration and enforcenent of sections 1 through 6, chapter
384, Laws of 1989.

NEW SECTION. Sec. 13. A new section is added to chapter 82.16 RCW
to read as foll ows:

(1) A person who is subject to tax under this chapter on gross
incone fromsales of electricity, natural gas, or nmanufactured gas nade
to an alumnumsnelter is eligible for an exenption fromthe tax in the
formof a credit, if the contract for sale of electricity or gas to the
al um num snel ter specifies that the price charged for the electricity
or gas wll be reduced by an anount equal to the credit.

p. 9 2SSB 6304. SL
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(2) The credit is equal to the gross inconme fromthe sale of the
electricity or gas to an alumnum snelter multiplied by the
corresponding rate in effect at the tine of the sale for the public
utility tax under RCW 82.16. 020.

(3) The exenption provided for in this section does not apply to
anounts received from the remarketing or resale of electricity
originally obtained by contract for the snelting process.

(4) For the purposes of this section, "alumnum snelter"” has the
sane neaning as provided in section 2 of this act.

NEW SECTION. Sec. 14. A new section is added to chapter 82.32 RCW
to read as foll ows:

(1) For the purposes of this section, "snelter tax incentive" neans
the preferential tax rate under section 3 of this act, or an exenption
or credit under section 8, 10, or 11 of this act or RCW82.12.022(5).

(2) 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 Iimted state resources the
| egi sl ature needs information to eval uate whet her the stated goals of
| egi sl ati on were achi eved.

(3) The goals of the snelter tax incentives are to retain famly
wage jobs in rural areas by:

(a) Enabling the alumnum industry to maintain production of
alumnumat a level that will preserve at |east 75 percent of the jobs
that were on the payroll effective January 1, 2004, as adjusted for
enpl oynment reductions publicly announced before Novenber 30, 2003; and

(b) Allow ng the alum numindustry to continue producing al um num
in this state through 2006 so that the industry will be positioned to
preserve and create new jobs when the anticipated reduction of energy
costs occurs.

(4)(a) An alum num snelter receiving the benefit of a snelter tax
incentive shall make an annual report to the departnent detailing
enpl oynent, wages, and enpl oyer-provided health and retirenent benefits
per job at the manufacturing site. The report is due by March 31st
follow ng any year in which a tax incentive is clainmed or used. The
report shall not include nanes of enployees. The report shall detai
enpl oyment by the total nunber of full-tinme, part-tinme, and tenporary
positions. The report shall indicate the quantity of alum num snelted

2SSB 6304. SL p. 10



© 00 N O Ol WDN P

NNNNNNNRRRPRRRRRRRR
o O A W NP O O 0w ~NOO” OO A WDN L O

N
~

at the plant during the tinme period covered by the report. The first

report filed under this subsection shall include enploynent, wage, and
benefit information for the twelve-nonth period imediately before
first use of a tax incentive. Empl oynent reports shall include data

for actual |evels of enploynment and identification of the nunber of

jobs affected by any enploynent reductions that have been publicly
announced at the tinme of the report. Information in a report under

this section is not subject to the confidentiality provisions of RCW
82.32.330 and may be disclosed to the public upon request.

(b) If a person fails to submt an annual report under (a) of this
subsection by the due date of the report, the departnent shall declare
t he anount of taxes exenpted or credited, or reduced in the case of the
preferential business and occupation tax rate, for that year to be
i medi ately due and payable. Exci se taxes payable wunder this
subsection are subject to interest but not penalties, as provided under
this chapter. This information is not subject to the confidentiality
provi sions of RCW 82.32.330 and may be disclosed to the public upon

request.
(5) By Decenber 1, 2005, and by Decenber 1, 2006, the fiscal
commttees of the house of representatives and the senate, in

consultation with the departnent, shall report to the legislature on
the effectiveness of the snelter tax incentives and, by Decenber 1,
2010, on the effectiveness of the incentives under sections 9 and 13 of
this act. The reports shall neasure the effect of the tax incentives
on job retention for Washington residents and any other factors the
commttees may sel ect.

NEW SECTION. Sec. 15. This act takes effect July 1, 2004.

Passed by the Senate March 8, 2004.

Passed by the House March 5, 2004.

Approved by the Governor March 19, 2004.

Filed in Ofice of Secretary of State March 19, 2004.

p. 11 2SSB 6304. SL
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