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SECOND SUBSTI TUTE SENATE BI LL 6626

AS AMENDED BY THE HOUSE
Passed Legislature - 2008 Regul ar Session
State of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on

By Senate Ways & Means (originally sponsored by Senators Kilner,
Kast ama, Rasnussen, Regala, Franklin, Marr, Carrell, and Shin)

READ FI RST TI ME 02/ 28/ 08.

AN ACT Relating to creating a sales and use tax deferral program
for eligible investnent projects in comunity enpowernent zones;
anendi ng RCW 82.63.030; reenacting and anending RCW 82.32.590 and
82.32.600; adding a new chapter to Title 82 RCW and providing an
effective date.

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

NEW SECTION. Sec. 1. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Applicant"” nmeans a person applying for a tax deferral under
this chapter.

(2) "Corporate headquarters” neans a facility or facilities where
corporate staff enployees are physically enployed, and where the
maj ority of the conpany's nanagenment services are handled either on a
regional or a national basis. Conpany managenent services may incl ude:
Accounts receivable and payable, accounti ng, data processing,

di stribution managenent, enpl oyee benefit plan, financi al and
securities accounting, information technology, insurance, |[egal
mer chandi si ng, payroll, personnel, purchasing procurenent, planning,

reporting and conpliance, research and devel opnent, tax, treasury, or
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ot her headquarters-rel ated services. "Corporate headquarters” does not
include a facility or facilities used for manufacturing, whol esaling,
or war ehousi ng.

(3) "Departnent” neans the departnent of revenue.

(4) "Eligible area"” neans a designated conmunity enpowernent zone
approved under RCW 43. 31C. 020.

(5)(a) "Eligible investnent project"” nmeans an investnent project in
a qualified building or buildings in an eligible area, as defined in
subsection (4) of this section, which wll have enploynent at the
qualified building or buildings of at |east three hundred enpl oyees in
qualified enploynent positions, each of whom nust earn for the year
reported at | east the average annual wage for the state for that year
as determ ned by the enploynent security departnent.

(b) The |l essor or owner of a qualified building or buildings is not
eligible for a deferral unless:

(1) The underlying ownership of the building or buildings vests
exclusively in the sane person; or

(1i)(A) The lessor by witten contract agrees to pass the economc
benefit of the deferral to the | essee;

(B) The | essee that receives the econom c benefit of the deferral
agrees in witing with the departnment to conplete the annual survey
requi red under section 2 of this act; and

(C The econom c benefit of the deferral passed to the |lessee is no
| ess than the amobunt of tax deferred by the |lessor and is evidenced by
witten docunentation of any type of paynent, credit, or other
financial arrangenent between the |essor or owner of the qualified
bui |l di ng and the | essee.

(6) "Investnent project” neans a capital investnent of at |east
thirty mllion dollars in a qualified building or buildings including
tangi bl e personal property and fixtures that will be incorporated as an
i ngredi ent or conponent of such buildings during the course of their
construction, and including |abor and services rendered in the
pl anni ng, installation, and construction of the project.

(7) "Manufacture" has the sanme neaning as provided in RCW
82.04. 120.

(8) "Operationally conplete"” neans a date no l|later than one year
fromthe date the project is issued an occupancy permt by the |oca
permt issuing authority.

2SSB 6626. SL p. 2
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(9) "Person" has the sane neaning as provided in RCW82.04. 030.

(10) "Qualified building or buildings" nmeans construction of a new
structure or structures or expansion of an existing structure or
structures to be used for corporate headquarters. If a building is
used partly for corporate headquarters and partly for other purposes,
the applicable tax deferral is determ ned by apportionnent of the costs
of construction under rules adopted by the departnent.

(11) "Qualified enploynent position" neans a permanent full-tinme
enpl oyee enployed in the eligible investment project during the entire
tax year. The term"entire tax year" means a full-tinme position that
is filled for a period of twelve consecutive nonths. The term"full-
time" neans at least thirty-five hours a week, four hundred fifty-five
hours a quarter, or one thousand ei ght hundred twenty hours a year.

(12) "Recipient"” neans a person receiving a tax deferral under this
chapter.

(13) "Warehouse" neans a building or structure, or any part
t hereof, in which goods, wares, or merchandi se are received for storage
for conpensati on.

(14) "Wholesale sale" has the sane neaning as provided in RCW
82. 04. 060.

NEW SECTION. Sec. 2. (1) Application for deferral of taxes under
this chapter can be mde at any tine prior to conpletion of
construction of a qualified building or buildings, but tax liability
incurred prior to the departnent's receipt of an application nmay not be
deferred. The application nust be nade to the departnent in a form and
manner prescribed by the departnent. The application nust contain
information regarding the location of the investnent project, the
applicant's average enploynent in the state for the prior vyear,
estimated or actual new enploynent related to the project, estimated or
actual wages of enployees related to the project, estimted or actual
costs, time schedules for conpletion and operation, and other
information required by the departnent. The departnment nust rule on
the application within sixty days.

(2)(a) The legislature finds that accountability and effectiveness
are inportant 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.

p. 3 2SSB 6626. SL
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(b) Applicants for deferral of taxes under this chapter nust agree
to conplete an annual survey. |f the economc benefits of the deferra
are passed to a lessee as provided in section 1(5) of this act, the
| essee nust agree to conplete the annual survey and the applicant is
not required to conplete the annual survey. The survey is due by March
31lst of the year following the calendar year in which the investnent
project is certified by the departnent as having been operationally
conplete and the seven succeedi ng cal endar years. The survey nust
i nclude the anobunt of tax deferred. The survey nust also include the
follow ng informati on for enpl oynent positions in Washi ngton:

(i) The nunber of total enploynent positions;

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

(ii1) The nunber of enpl oynent positions according to the follow ng
wage bands: Less than thirty thousand dollars; thirty thousand dollars
or greater, but |less than sixty thousand dollars; and sixty thousand
dollars or greater. A wage band containing fewer than three
i ndi vi dual s may be conbi ned wth anot her wage band; and

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

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

(d) Al information collected under this subsection, except the
anount of the tax deferral taken, is deened taxpayer information under
RCW 82.32.330 and is not disclosable. Information on the anmount of tax
deferral taken is not subject to the confidentiality provisions of RCW
82.32.330 and may be disclosed to the public upon request.

(3) The departnment nust wuse the information to study the tax
deferral program authorized under this chapter. The departnent nust
report to the legislature by Decenber 1, 2014, and Decenber 1, 2018.
The reports nust neasure the effect of the programon job creation, the
nunber of jobs created for Washington residents, conpany growh, the
introduction of new products, the diversification of the state's
econony, growh in research and devel opnent investnent, the novenent of
firme or the consolidation of firnms' operations into the state, and
such other factors as the departnent selects. If fewer than three

2SSB 6626. SL p. 4
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deferrals are granted under this chapter, the departnment may not report
statistical information.

(4) Applications for deferral of taxes under this section may not
be made after Decenber 31, 2020.

NEW SECTION. Sec. 3. (1) The departnent nust issue a sales and
use tax deferral certificate for state and |ocal sales and use taxes
due wunder chapters 82.08, 82.12, and 82.14 RCW on each eligible
i nvestment project neeting the requirenents of this chapter

(2) No certificate may be issued for an investnent project that has
al ready received a deferral under chapter 82.60 or 82.63 RCWor this
chapter, except that an investnent project for qualified research and
devel opment that has already received a deferral may also receive an
additional deferral certificate for adapting the investnment project for
use in pilot scal e manufacturing.

(3) The departnment nust keep a running total of all deferrals
grant ed under this chapter during each fiscal biennium

(4) The nunber of eligible investnent projects for which the
benefits of this chapter will be allowed is limted to two per
bi enni um The departnent nust approve deferral certificates for
conpleted applications on a first in-tinme basis. During any biennium
only one deferral certificate may be issued per community enpower nent
zone.

Sec. 4. RCWB82.63.030 and 2004 ¢ 2 s 5 are each anended to read as
fol | ows:

(1) Except as provided in subsection (2) of this section, the
departnent shall issue a sales and use tax deferral certificate for
state and | ocal sales and use taxes due under chapters 82.08, 82.12,
and 82.14 RCWon each eligible investnent project.

(2) No certificate may be issued for an investnent project that has
al ready received a deferral under chapter 82.60 ((er—82—6%)) RCW or
this chapter, except that an investnent project for qualified research
and devel opnent that has already received a deferral nay al so receive
an additional deferral certificate for adapting the investnent project
for use in pilot scale manufacturing.

(3) This section shall expire January 1, 2015.

p. 5 2SSB 6626. SL
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NEW SECTION.  Sec. 5. (1) Except as provided in subsection (2) of
this section, taxes deferred under this chapter need not be repaid.

(2)(a) If, on the basis of the survey under section 2 of this act
or other information, the departnent finds that an investnent project
is no longer an "eligible investnment project” under section 1 of this
act at any tine during the calendar year in which the investnent
project is certified by the departnent as having been operationally
conpleted, or at any tine during any of the seven succeedi ng cal endar
years, a portion of deferred taxes are inmmedi ately due according to the
fol |l ow ng schedul e:

Y ear in which use occurs % of deferred taxes due
1 100%
2 87.5%
3 75%
4 62.5%
5 50%
6 37.5%
7 25%
8 12.5%

(b) If a recipient of the deferral fails to conplete the annua
survey required under section 2 of this act by the date due, twelve and
one-half percent of the deferred tax is imediately due. If the
econom ¢ benefits of the deferral are passed to a | essee as provided in
section 1(5) of this act, the lessee is responsible for paynent to the
extent the | essee has received the econom c benefit.

(c) If an investnent project is neeting the requirenent of section
1(5) of this act at any time during the calendar year in which the
i nvestnment project is certified as having been operationally conplete
and the recipient of the deferral fails to conplete the annual survey
due wunder section 2 of this act, the portion of deferred taxes
imediately due is the anmpunt on the schedule in (a) of this
subsection. If the econom c benefits of the deferral are passed to a
| essee as provided in section 1(5) of this act, the l|essee is
responsible for paynent to the extent the |essee has received the
econom ¢ benefit.

2SSB 6626. SL p. 6
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(3) The departnment nust assess interest at the rate provided for
del i nquent taxes, but not penalties, retroactively to the date of

deferral. The debt for deferred taxes will not be extinguished by
i nsol vency or other failure of the recipient. Transfer of ownership
does not termnate the deferral. The deferral is transferred, subject

to the successor neeting the eligibility requirenments of this chapter
for the remaining periods of the deferral.

NEW SECTION. Sec. 6. The qualified enploynent positions nust be
filled by the end of the cal endar year followi ng the year in which the
project is certified as operationally conplete. |f a recipient does
not neet the requirenents for qualified enploynent positions by the end
of the second cal endar year follow ng the year in which the project is
certified as operationally conplete, all deferred taxes are i mMmedi ately
due.

Sec. 7. RCW82.32.590 and 2006 c¢ 354 s 17, 2006 c 300 s 10, 2006
c 177 s 8, 2006 ¢ 112 s 7, and 2006 c 84 s 7 are each reenacted and
anmended to read as foll ows:

(1) If the departnent finds that the failure of a taxpayer to file
an annual survey or annual report under RCW 82.04.4452, 82.32.5351
82.32. 650, 82.32.635, 82.32.640, 82.32.630, 82.32.610, section 2 of
this act, or 82.74.040 by the due date was the result of circunstances
beyond the control of the taxpayer, the departnent shall extend the
time for filing the survey or report. Such extension shall be for a
period of thirty days fromthe date the departnent issues its witten
notification to the taxpayer that it qualifies for an extension under
this section. The departnment may grant additional extensions as it
deens proper.

(2) I'n making a determ nati on whether the failure of a taxpayer to
file an annual survey or annual report by the due date was the result
of circunstances beyond the control of the taxpayer, the departnent
shal |l be guided by rules adopted by the departnent for the waiver or
cancel l ati on of penalties when the underpaynent or untinely paynent of
any tax was due to circunstances beyond the control of the taxpayer.

Sec. 8. RCW 82. 32. 600 and 2007 ¢ 54 s 23 and 2007 c¢c 54 s 22 are
each reenacted and anended to read as fol |l ows:

p. 7 2SSB 6626. SL
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(1) Persons required to file annual surveys or annual reports under
RCW 82.04.4452 or 82.32.5351, 82.32.610, 82.32.630, 82.32.635,
82.32.640, section 2 of this act, or 82.74.040 nust electronically file
with the departnent all surveys, reports, returns, and any ot her forns
or information the departnent requires in an electronic format as
provi ded or approved by the departnent. As used in this section,
"returns" has the sane neaning as "return” in RCW 82.32. 050.

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

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

NEW SECTION. Sec. 9. Sections 1 through 3, 5, and 6 of this act
constitute a new chapter in Title 82 RCW

NEW SECTION. Sec. 10. This act takes effect July 1, 2009.

Passed by the Senate March 10, 2008.

Passed by the House March 6, 2008.

Approved by the Governor March 14, 2008.

Filed in Ofice of Secretary of State March 17, 2008.
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