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HOUSE BI LL 2466

AS AMVENDED BY THE SENATE

Passed Legislature - 2006 Regul ar Session

State of WAshi ngt on 59th Legislature 2006 Regul ar Sessi on
By Representatives Lovick, MCoy, Conway, Haler, Sells, Morris,
Dunshee, Ericks, Mrrell, OBrien and Geen; by request of Governor
Gregoire

Prefiled 1/6/2006. Read first tinme 01/09/2006. Referred to

Comm ttee on Econom c Devel opnent, Agriculture & Trade.

AN ACT Relating to providing excise tax relief for aerospace
busi nesses; anending RCW 82.04. 250, 82. 32. 590, 82. 32. 600, and
82. 04. 4463; reenacting and anmendi ng RCW 82. 32. 330; addi ng a new section
to chapter 82.08 RCW adding a new section to chapter 82.12 RCW addi ng
a new section to chapter 82.04 RCW adding new sections to chapter
82.32 RCW <creating a new section; providing effective dates; and
provi di ng expiration dates.

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) The tax levied by RCW 82.08.020 does not apply to sales of
conputer hardware, conputer peripherals, or software, not otherw se
eligible for exenption under RCW 82.08.02565 or 82.08.975, wused
primarily in the devel opnent, design, and engineering of commercial
ai rpl anes or conponents of such airplanes, or to sales of or charges
made for |abor and services rendered in respect to installing the
conput er hardware, conputer peripherals, or software. The exenption is
avail able only when the buyer provides the seller with an exenption

p. 1 HB 2466. SL
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certificate in a form and manner prescribed by the departnent. The
seller shall retain a copy of the certificate for the seller's files.

(2) As used in this section:

(a) "Commercial airplane"” and "conponent” have the neani ngs in RCW
82. 32. 550.

(b) "Peripherals" includes keyboards, nonitors, nouse devices, and
ot her accessories that operate outside of the conputer, excluding
cables, conduit, wiring, and other simlar property.

(3) This section expires July 1, 2024.

NEW SECTION. Sec. 2. A new section is added to chapter 82.12 RCW
to read as foll ows:

(1) The provisions of this chapter do not apply in respect to the
use of conmputer hardware, conputer peripherals, or software, not
otherwi se eligible for exenption under RCW 82.12.02565 or 82.12.975,
used primarily in the developnent, design, and engineering of
commerci al airplanes or conponents of such airplanes, or to the use of
| abor and services rendered in respect to installing the conputer
har dwar e, conputer peripherals, or software.

(2) As used in this section:

(a) "Commercial airplane"” and "conponent"” have the neani ngs in RCW
82. 32. 550.

(b) "Peripheral s" includes keyboards, nonitors, nouse devices, and
ot her accessories that operate outside of the conputer, excluding
cables, conduit, wiring, and other simlar property.

(3) This section expires July 1, 2024.

NEW SECTION. Sec. 3. 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 each person for qualified preproduction devel opnent
expendi tures occurring after the effective date of this section.

(2) The credit is equal to the anmpbunt of qualified preproduction
devel opnent expenditures of a person, nmultiplied by the rate of 1.5
percent .

(3) The credit shall be taken against taxes due for the sane
calendar year in which the qualified preproduction devel opnent
expenditures are incurred. Credits may not be carried over. The

HB 2466. SL p. 2
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credit for each calendar year my not exceed the anount of tax
ot herwi se due under this chapter for the cal endar year. Ref unds may
not be granted in the place of a credit.

(4) Any person entitled to the credit in this section as a result
of qualified preproduction devel opnent conducted under contract may
assign all or any portion of the credit to the person contracting for
the performance of the qualified preproduction devel opnent.

(5) The definitions in this subsection apply throughout this
section.

(a) "Aeronautics" nmeans the study of flight and the science of
bui | ding and operating commercial aircraft.

(b) "Preproduction developnent” neans research, design, and
engi neering activities perforned in relation to the devel opnent of a
product, product |ine, nodel, or nodel derivative, including prototype
devel opnment, testing, and certification. The term includes the
di scovery of t echnol ogi cal i nformati on, t he transl ating of
technological information into new or inproved products, processes
techni ques, formulas, or inventions, and the adaptation of existing
products and nodels into new products or new nodels, or derivatives of
products or nodels. The term does not include manufacturing activities
or other production-oriented activities. The term does not include
surveys and studies, social science and humanities research, narket
research or testing, quality control, sale pronotion and service,
conputer software developed for internal use, and research in areas
such as inproved style, taste, and seasonal design.

(c) "Qualified preproduction developnent” neans preproduction
devel opnent perfornmed within this state in the field of aeronautics.

(d) "Qualified preproduction developnent expenditures" neans
oper ati ng expenses, including wages, conpensation of a proprietor or a
partner in a partnership as determned by the departnent, benefits
supplies, and conputer expenses, directly incurred in qualified
preproducti on devel opnent by a person claimng the credit provided in
this section. The termdoes not include anounts paid to a person other
than a public educational or research institution to conduct qualified
preproducti on devel opnment. The term does not include capital costs and
overhead, such as expenses for |land, structures, or depreciable

property.

p. 3 HB 2466. SL
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(6) Credit may not be clainmed for expenditures for which a credit
is clainmed under RCW 82. 04. 4452 or 82.04. 4461.
(7) This section expires July 1, 2024.

NEW SECTION. Sec. 4. A new section is added to chapter 82.32 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)(a) A person claimng the credit under section 3 of this act
shall file a conplete annual survey with the departnent. The survey is
due by March 31st followi ng any year in which a credit is clainmed. The
departnent may extend the due date for tinely filing of annual surveys
under this section as provided in RCW 82.32.590. The survey shall
include the amunt of the tax <credit clainmed, the qualified
preproduction devel opnent expenditures during the calendar year for
which the credit is clainmed, whether the credit has been assigned under
section 3(4) of this act and who assigned the credit, the nunber of new
products or research projects by general classification, and the nunber
of trademarks, patents, and copyrights associated with the qualified
preproduction devel opnment activities for which a credit was clained.
The survey shall also include the follow ng information for enploynent
positions in Washi ngt on:

(i) The nunber of total enploynent positions;

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

(ii1) The nunmber of enploynent 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 w th anot her wage band; and

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

(b) As part of the annual survey, the departnment nay request
additional information necessary to neasure the results of, or
determne eligibility for, the tax credit program

HB 2466. SL p. 4
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(c) Al information collected under this section, except the anount
of the tax credit clained, is deened taxpayer information under RCW
82. 32. 330. Information on the anmount of tax credit clainmed is not
subject to the confidentiality provisions of RCW82.32.330 and may be
di scl osed to the public upon request, except as provided in (d) of this
subsection. |If the anpbunt of the tax credit as reported on the survey
is different than the anmount actually clained on the taxpayer's tax
returns or otherwise allowed by the departnment, the amount actually
clainmed or allowed nmay be discl osed.

(d) Persons for whomthe actual anpbunt of the tax credit clained on
the taxpayer's returns or otherwi se allowed by the departnment is |ess
than ten thousand dollars during the period covered by the survey nay
request the departnent to treat the tax credit anount as confidenti al
under RCW 82. 32. 330.

(3) If a person fails to submt a conplete annual survey under
subsection (2) of this section by the due date or any extension under
RCW 82. 32. 590, the departnent shall declare the amount of taxes agai nst
which a credit was clained for that year to be immediately due and
payabl e. The departnent shall assess interest, but not penalties, on
the taxes against which the credit was clained. Interest shall be
assessed at the rate provided for delinquent excise taxes under this
chapter, retroactively to the date the credit was clainmed, and shal
accrue until the taxes against which the credit was clained are repaid.

(4) The departnment shall use the information fromthe annual survey
requi red under subsection (2) of this section to prepare summary
descriptive statistics by category. No fewer than three taxpayers
shall be included in any category. The departnent shall report these
statistics to the legislature each year by Septenber 1st.

(5 In conjunction with the reports due under RCW 82.32.545, by
Novenber 1, 2010, and Novenber 1, 2023, 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
credit authorized in section 3 of this act in regard to keeping
Washi ngton conpetitive. The report shall neasure the effect of the
credit authorized in section 3 of this act on job retention, net jobs
created for Washington residents, conpany growh, diversification of
the state's econony, cluster dynamcs, and other factors as the
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commttees select. The reports shall include a discussion of
principles to apply in evaluating whether the |legislature should
reenact the credit authorized in section 3 of this act.

(6) A person who is subject to the requirenents in RCW82.32.545 is
not required to file a conpl ete annual survey under this section if the
person tinely files the annual report required by RCW 82. 32. 545.

Sec. 5. RCW82.04.250 and 2003 2nd sp.s. ¢ 1 s 2 are each anended
to read as foll ows:

(1) Upon every person ((exeept—persons—taxable under ROA 38204260
(5)—or—{13)—8204 272 —or—subsection—{(2)—of this—section)) engagi ng
within this state in the business of making sales at retail, except
persons taxable as retailers under other provisions of this chapter, as
to such persons, the amount of tax with respect to such business shal
be equal to the gross proceeds of sales of the business, nmultiplied by
the rate of 0.471 percent.

(2) Upon every person engaging within this state in the business of
making sales at retail that are exenpt from the tax inposed under
chapter 82.08 RCW by reason of RCW 82.08.0261, 82.08.0262, or
82. 08. 0263, except persons taxable under RCW 82.04. 260((+3)})) (11) or
subsection (3) of this section, as to such persons, the anpbunt of tax
with respect to such business shall be equal to the gross proceeds of
sal es of the business, nultiplied by the rate of 0.484 percent.

(3) Upon every person engaging within this state in the business of
making sales at retail that are exenpt from the tax inposed under
chapter 82.08 RCW by reason of RCW 82.08.0261, 82.08.0262, or
82.08.0263, that is classified by the federal aviation admnistration
as a FAR part 145 certificated repair station with airfranme and
instrunent ratings and limted ratings for nondestructive testing,
radio, G ass 3 Accessory, and specialized services, as to such persons,
the ampunt of tax with respect to such business shall be equal to the
gross proceeds of sales of the business, multiplied by the rate of
. 2904 percent.

NEW SECTION. Sec. 6. A new section is added to chapter 82.32 RCW
to read as foll ows:
(1) The legislature finds that accountability and effectiveness are

HB 2466. SL p. 6
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i nportant aspects of setting tax policy. In order to nake policy
choices regarding the best wuse of Ilimted state resources, the
| egi sl ature needs information on how a tax incentive is used.

(2)(a) A person who reports taxes under RCW 82.04.250(3) shall file
a conplete annual survey with the departnent. The survey is due by
March 31st follow ng any year in which a person reports taxes under RCW
82.04.250(3). The departnent may extend the due date for tinely filing
of annual surveys under this section as provided in RCW82.32.590. The
survey shall include the anobunt of tax reduced under the preferential
rate in RCW82.04.250(3). The survey shall also include the foll ow ng
information for enploynment 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;

(ii1) The nunber of enploynent 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 w th anot her wage band; and

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

(b) As part of the annual survey, the departnment nay request
additional information necessary to neasure the results of, or
determine eligibility for, the preferential tax rate in RCW
82. 04. 250( 3) .

(c) Al information collected under this section, except the anount
of the tax reduced under the preferential rate in RCW82.04.250(3), is
deened taxpayer information under RCW 82.32. 330. I nformati on on the
anount of tax reduced is not subject to the confidentiality provisions
of RCW 82.32.330 and may be disclosed to the public upon request
except as provided in (d) of this subsection. If the anount of the tax
reduced as reported on the survey is different than the anmobunt actually
reduced based on the taxpayer's excise tax returns or otherw se all owed
by the departnment, the amount actually reduced may be discl osed.

(d) Persons for whomthe actual anobunt of the tax reduction is |ess
than ten thousand dollars during the period covered by the survey nay
request the departnent to treat the anmount of the tax reduction as
confidential under RCW 82.32. 330.

p. 7 HB 2466. SL



© 00 N O Ol WDN P

N NNNNNRRRRRRRRR PR
g » W NP OO 0w ~NO U A WDN PP O

26
27
28
29
30
31
32
33
34
35
36

(3) If a person fails to submt a conplete annual survey under
subsection (2) of this section by the due date or any extension under
RCW 82. 32. 590, the departnment shall declare the anount of taxes reduced
under the preferential rate in RCW 82.04.250(3) for that year to be
i mredi atel y due and payabl e. The departnment shall assess interest, but

not penalties, on the taxes. Interest shall be assessed at the rate
provi ded for delinquent excise taxes under this chapter, retroactively
to the date the reduced taxes were due, and shall accrue until the

anount of the reduced taxes is repaid.

(4) The departnment shall use the information fromthe annual survey
requi red under subsection (2) of this section to prepare summary
descriptive statistics by category. The departnent shall report these
statistics to the legislature each year by Septenber 1st.

(5) By Novenber 1, 2010, 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
preferential tax rate provided in RCW82.04.250(3) in regard to keeping
Washi ngton conpetitive. The report shall neasure the effect of the
preferential tax rate provided in RCW 82.04.250(3) on job retention

net jobs created for Washi ngton residents, conpany  grow h,
diversification of the state's econony, cluster dynam cs, and other
factors as the conmmttees select. The report shall include a

di scussion of principles to apply in evaluating whether the |egislature
shoul d extend the preferential tax rate provided in RCW82.04. 250(3).
(6) This section expires Decenber 31, 2012.

Sec. 7. RCWB82.32.330 and 2005 ¢ 326 s 1 and 2005 c¢ 274 s 361 are
each reenacted and anmended to read as foll ows:

(1) For purposes of this section:

(a) "D sclose" neans to make known to any person in any nmanner
what ever a return or tax information;

(b) "Return" neans a tax or information return or claimfor refund
required by, or provided for or permtted under, the laws of this state
which is filed with the departnment of revenue by, on behalf of, or with
respect to a person, and any anendnent or supplenent thereto, including
supporting schedul es, attachnents, or lists that are suppl enental to,
or part of, the return so filed,

HB 2466. SL p. 8
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(c) "Tax information” neans (i) a taxpayer's identity, (ii) the
nature, source, or anount of the taxpayer's incone, paynents, receipts,
deductions, exenptions, credits, assets, liabilities, net worth, tax
liability deficiencies, overassessnents, or tax paynents, whether taken
from the taxpayer's books and records or any other source, (iii)
whet her the taxpayer's return was, is being, or will be exam ned or
subject to other investigation or processing, (iv) a part of a witten
determ nation that is not designated as a precedent and disclosed
pursuant to RCW 82. 32.410, or a background file docunent relating to a
witten determnation, and (v) other data received by, recorded by,
prepared by, furnished to, or collected by the departnent of revenue
wth respect to the determnation of the existence, or possible
exi stence, of liability, or the anmount thereof, of a person under the
laws of this state for a tax, penalty, interest, fine, forfeiture, or
other inposition, or offense: PROVI DED, That data, material, or
docunents that do not disclose information related to a specific or
identifiable taxpayer do not constitute tax information under this
section. Except as provided by RCW82.32.410, nothing in this chapter
shall require any person possessing data, material, or docunents nmade
confidential and privileged by this section to delete information from
such data, material, or docunents so as to permt its disclosure;

(d) "State agency" neans every Washington state office, departnent,
di vi sion, bureau, board, comm ssion, or other state agency;

(e) "Taxpayer identity" mneans the taxpayer's nane, address,
t el ephone nunber, registration nunber, or any conbination thereof, or
any other information disclosing the identity of the taxpayer; and

(f) "Departnent” means the departnent of revenue or its officer,
agent, enployee, or representative.

(2) Returns and tax information shall be confidential and
privileged, and except as authorized by this section, neither the
department of revenue nor any other person may disclose any return or
tax i nformation.

(3) This section does not prohibit the departnent of revenue from

(a) Disclosing such return or tax information in a civil or
crimnal judicial proceeding or an adm nistrative proceeding:

(i) I'n respect of any tax inposed under the laws of this state if
the taxpayer or its officer or other person |liable under Title 82 RCW
is a party in the proceeding; or

p. 9 HB 2466. SL
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(ti) In which the taxpayer about whom such return or tax
information is sought and another state agency are adverse parties in
t he proceedi ng;

(b) Disclosing, subject to such requirenents and conditions as the
director shall prescribe by rules adopted pursuant to chapter 34.05
RCW such return or tax information regarding a taxpayer to such
t axpayer or to such person or persons as that taxpayer may designate in
a request for, or consent to, such disclosure, or to any other person,
at the taxpayer's request, to the extent necessary to conply wth a
request for information or assistance nade by the taxpayer to such
ot her person: PROVI DED, That tax infornmation not received from the
t axpayer shall not be so disclosed if the director determ nes that such
di scl osure would conprom se any investigation or litigation by any
federal, state, or |ocal governnent agency in connection with the civil
or crimnal liability of the taxpayer or another person, or that such
di scl osure would identify a confidential informant, or that such
disclosure is contrary to any agreenent entered into by the departnent
that provides for the reciprocal exchange of information wth other
government agencies which agreenment requires confidentiality wth
respect to such information unless such information is required to be
di scl osed to the taxpayer by the order of any court;

(c) Disclosing the nanme of a taxpayer with a deficiency greater
than five thousand dollars and against whom a warrant under RCW
82.32.210 has been either issued or filed and renai ns outstanding for
a period of at least ten working days. The departnent shall not be
required to disclose any information wunder this subsection if a
taxpayer: (i) Has been issued a tax assessnent; (ii) has been issued
a warrant that has not been filed; and (iii) has entered a deferred
paynment arrangenment with the departnent of revenue and is naking
paynments upon such deficiency that will fully satisfy the indebtedness
wi thin twelve nonths;

(d) Disclosing the nanme of a taxpayer with a deficiency greater
than five thousand dollars and against whom a warrant under RCW
82.32.210 has been filed with a court of record and renains
out st andi ng;

(e) Publishing statistics so classified as to prevent the
identification of particular returns or reports or itens thereof;

HB 2466. SL p. 10
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(f) Dy sclosing such return or tax information, for official
purposes only, to the governor or attorney general, or to any state
agency, or to any conmttee or subcommttee of the |egislature dealing
with matters of taxation, revenue, trade, commerce, the control of
i ndustry or the professions;

(g) Permtting the departnment of revenue's records to be audited
and exam ned by the proper state officer, his or her agents and
enpl oyees;

(h) Disclosing any such return or tax information to a peace
of ficer as defined in RCW9A. 04. 110 or county prosecuting attorney, for
of ficial purposes. The disclosure may be nmade only in response to a
search warrant, subpoena, or other court order, unless the disclosure
is for the purpose of crimnal tax enforcenent. A peace officer or
county prosecuting attorney who receives the return or tax information
may disclose that return or tax information only for use in the
investigation and a related court proceeding, or in the court
proceeding for which the return or tax information originally was
sought ;

(1) Disclosing any such return or tax information to the proper
officer of the internal revenue service of the United States, the
Canadi an governnment or provincial governnents of Canada, or to the
proper officer of the tax departnent of any state or city or town or
county, for official purposes, but only if the statutes of the United
States, Canada or its provincial governnents, or of such other state or
city or town or county, as the case my be, grants substantially
simlar privileges to the proper officers of this state;

(j) Disclosing any such return or tax information to the Depart nent
of Justice, including the Bureau of Al cohol, Tobacco ((and)), Firearns
((et—the—bepartrment—of—the—TFreasury)) and Explosives wthin the
Departnent of Justice, the Departnent of Defense, the Immgration and
Cust ons Enforcenent and the Custons and Border Protection agencies of
the United States ((Custoenms—Serviece)) Departnent of Honel and Security,
the Coast Guard of the United States, and the United States Departnent
of Transportation, or any authorized representative thereof, for
of ficial purposes;

(k) Publishing or otherwise disclosing the text of a witten
determ nation designated by the director as a precedent pursuant to RCW
82. 32. 410;

p. 11 HB 2466. SL
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(I') Disclosing, in a manner that is not associated with other tax
information, the taxpayer nane, entity type, business address, mailing
address, revenue tax registration nunbers, North Anerican industry
classification systemor standard industrial classification code of a

taxpayer, and the dates of opening and closing of business. Thi s
subsection shall not be construed as giving authority to the departnent
to give, sell, or provide access to any list of taxpayers for any

commer ci al purpose;

(m Dsclosing such return or tax information that is also
mai nt ai ned by anot her Washi ngton state or | ocal governnental agency as
a public record available for inspection and copying under the
provi sions of chapter 42.56 RCWor is a docunent maintained by a court
of record not otherw se prohibited from discl osure;

(n) Disclosing such return or tax information to the United States
departnent of agriculture for the limted purpose of investigating food
stanp fraud by retailers;

(o) Disclosing to a financial institution, escrow conpany, or title
conpany, in connection with specific real property that is the subject
of a real estate transaction, current anmounts due the departnent for a
filed tax warrant, judgnent, or |ien against the real property;

(p) Disclosing to a person agai nst whomthe departnent has asserted
liability as a successor under RCW 82.32.140 return or tax information
pertaining to the specific business of the taxpayer to which the person
has succeeded; ((e+))

(q) Disclosing such return or tax information in the possession of
the department relating to the admnistration or enforcenent of the
real estate excise tax inposed under chapter 82.45 RCW including
i nformati on regarding transacti ons exenpt or otherw se not subject to
tax; or

(r) Disclosing the least anmpbunt of return or tax infornmation
necessary for the reports required in section 6 (4) and (5) of this act
when the nunber of taxpayers included in the reports or any part of the
reports cannot be classified to prevent the identification of taxpayers
or particular returns, reports, tax information, or itens in the
possession of the departnent.

(4) (a) The departnment nmay di sclose return or taxpayer information
to a person under investigation or during any court or admnistrative
proceedi ng against a person under investigation as provided in this

HB 2466. SL p. 12
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subsection (4). The disclosure nust be in connection with the
departnment's official duties relating to an audit, collection activity,
or a civil or crimnal investigation. The disclosure may occur only
when the person under investigation and the person in possession of
data, materials, or docunments are parties to the return or tax
information to be disclosed. The departnment may disclose return or tax
i nformati on such as invoices, contracts, bills, statenents, resale or
exenption certificates, or checks. However, the departnment may not
di scl ose general |edgers, sales or <cash receipt journals, check
regi sters, accounts receivable/payable |edgers, general journals,
financial statenents, expert's workpapers, incone tax returns, state
tax returns, tax return workpapers, or other simlar data, materials,
or docunents.

(b) Before disclosure of any tax return or tax information under

this subsection (4), the departnent shal |, through witten
correspondence, informthe person in possession of the data, materials,
or docunments to be disclosed. The correspondence shall «clearly
identify the data, materials, or docunents to be disclosed. The
departnent may not disclose any tax return or tax information under
this subsection (4) wuntil the tine period allowed in (c) of this

subsection has expired or until the court has ruled on any chall enge
brought under (c) of this subsection.

(c) The person in possession of the data, materials, or docunents
to be disclosed by the departnment has twenty days fromthe receipt of
the witten request required under (b) of this subsection to petition
the superior court of the county in which the petitioner resides for
injunctive relief. The court shall |limt or deny the request of the
departnent if the court determ nes that:

(1) The data, materials, or docunents sought for disclosure are
cunul ative or duplicative, or are obtainable from sone other source
that is nore convenient, |ess burdensone, or |ess expensive;

(11) The production of the data, materials, or docunents sought
woul d be unduly burdensone or expensive, taking into account the needs
of the departnment, the anount in controversy, limtations on the
petitioner's resources, and the inportance of the issues at stake; or

(ti1) The data, materials, or docunments sought for disclosure
contain trade secret information that, if disclosed, could harm the
petitioner.

p. 13 HB 2466. SL
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(d) The departnent shall reinburse reasonable expenses for the
production of data, materials, or docunents incurred by the person in
possession of the data, materials, or docunents to be discl osed.

(e) Requesting information under (b) of this subsection that may
i ndicate that a taxpayer is under investigation does not constitute a
di scl osure of tax return or tax information under this section.

(5) Any person acquiring know edge of any return or tax information
in the course of his or her enploynent with the departnent of revenue
and any person acquiring know edge of any return or tax information as
provi ded under subsection (3)(f), (g), (h), (i), (j), or (n) of this
section, who discloses any such return or tax information to another
person not entitled to know edge of such return or tax information
under the provisions of this section, is guilty of a m sdeneanor. |If
the person guilty of such violation is an officer or enployee of the
state, such person shall forfeit such office or enploynment and shall be
i ncapabl e of holding any public office or enploynent in this state for
a period of two years thereafter.

Sec. 8. RCW 82.32.590 and 2005 c¢ 514 s 1001 are each amended to
read as foll ows:

(1) If the departnent finds that the failure of a taxpayer to file
an annual survey under RCW 82.04.4452, section 4 of this act, or
section 6 of this act 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. Such extension shall be for a period of
thirty days from the 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 by the due date was the result of circunstances
beyond the control of the taxpayer, the departnent shall be gui ded by
rules adopted by the departnment for the waiver or cancellation of
penal ti es when the underpaynent or untinely paynent of any tax was due
to circunstances beyond the control of the taxpayer.

Sec. 9. RCW 82. 32. 600 and 2005 c¢c 514 s 1002 are each anended to
read as foll ows:
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(1) Persons required to file surveys under RCW 82.04. 4452, section
4 of this act, or section 6 of this act nust electronically file with

the departnent all surveys, returns, and any other forns or infornmation
the departnent requires in an electronic format as provi ded or approved
by the departnent((—unless—the—departrent—grants—relef—under
subseetton{2—of this—seetton)). As used in this section, "returns"
has the same nmeaning as "return” in RCW 82.32. 050.

(2) ((Upon request, the departnent nay relieve a person of the
ob-gatons—n—subsection—tH—ol—this—section——the—person-s—taxes

4y)) Any survey, return, or any other formor information required
to be filed in an electronic format wunder subsection (1) of this
section is not filed until received by the departnment in an electronic
format.

(3) The departnent nmay waive the electronic filing requirenent in

subsection (1) of this section for good cause shown.

Sec. 10. RCW 82.04.4463 and 2005 c 514 s 501 are each anended to
read as foll ows:

(1) In conmputing the tax inposed under this chapter, a credit is
all owed for property taxes and | easehol d excise taxes paid during the
cal endar year.

(2) The credit is equal to:

(a)(i)(A) Property taxes paid on new buildings, and | and upon which
this property is located, built after Decenber 1, 2003, and used
exclusively in manufacturing commercial airplanes or conponents of such
ai rpl anes; and

(B) Leasehold excise taxes paid with respect to a building built
after January 1, 2006, the land upon which the building is |ocated, or
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both, if the building is used exclusively in manufacturing conmmerci al
ai rplanes or conponents of such airpl anes; or

(i1) Property taxes attributable to an increase in assessed val ue
due to the renovation or expansion, after Decenber 1, 2003, of a
buil ding used exclusively in manufacturing commercial airplanes or
conponents of such airplanes; and

(b) An anount equal to property taxes paid on nmachinery and
equi pnent exenpt under RCW 82.08.02565 or 82.12.02565 and acquired
after Decenber 1, 2003, nultiplied by a fraction. The nunerator of the
fraction is the total taxable anount subject to the tax inposed under
RCW 82. 04. 260((3+3))) (11) and the denom nator of the fraction is the
total taxable anmount subject to the tax inposed under all manufacturing
classifications in chapter 82.04 RCW required to be reported on the
person's returns for the calendar year before the calendar year in
which the credit under this section is earned. No credit is available
under this subsection (2)(b) if either the nunerator or the denom nator
of the fraction is zero. |If the fraction is greater than or equal to
nine-tenths, then the fraction is rounded to one. For purposes of this
subsection, "returns" neans the conbined excise tax returns for the
cal endar year.

(3) For the purposes of this section, "comercial passenger
ai rpl ane" and "conponent"” have the neanings given in RCW 82. 32. 550.

(4) A person taking the credit under this section is subject to al
the requirenents of chapter 82.32 RCW In addition, the person nust
report as required under RCW 82. 32. 545. A credit earned during one
cal endar year may be carried over to be credited agai nst taxes incurred
in a subsequent calendar year, but may not be carried over a second
year. No refunds may be granted for credits under this section.

(5 In addition to all other requirenments under this title, a
person taking the credit under this section nust report as required
under RCW 82. 32. 545.

(6) This section expires July 1, 2024.

NEW SECTION. Sec. 11. Section 10 of this act applies with respect
to | easehol d excise taxes paid on or after January 1, 2007.

NEW SECTION. Sec. 12. Sections 1 through 9 of this act take
effect July 1, 2006.

HB 2466. SL p. 16
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NEW SECTION. Sec. 13. Sections 10 and 11 of this act take effect
January 1, 2007.

NEW SECTION.  Sec. 14. Section 5 of this act expires July 1, 2011.

Passed by the House March 7, 2006.

Passed by the Senate March 6, 2006.

Approved by the Governor March 23, 2006.

Filed in Ofice of Secretary of State March 23, 2006.
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