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SECOND SUBSTI TUTE SENATE BI LL 5740

AS AMENDED BY THE HOUSE
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
Har grove, Schow, Snyder, Mrton, Hale, Prentice, Heavey, Wst,
McDonal d, Swanson, Spanel and Rasnussen)

Read first tine 03/10/97.

AN ACT Relating to the rural area marketing plan; anending RCW
82.62.010 and 82.62.030; adding a new section to chapter 82.14 RCW
addi ng a new section to chapter 43. 63A RCW creating new sections; and
repeal i ng RCW 82. 62. 040.

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

PART |
LEG SLATI VE | NTENT

NEW SECTI ON. Sec. 1. LEG SLATI VE RECOGNI TI ON AND | NTENT. The
| egi sl ature recognizes the economc hardship that rural distressed
areas throughout the state have undergone in recent years. Numerous
rural distressed areas across the state have encountered serious
econom ¢ downturns resulting in significant job |oss and business
failure. In 1991 the legislature enacted two major pieces of
| egislation to pronote econom c devel opnment and job creation, wth
particul ar enphasis on worker training, inconme, and energency services
support, along with community revitalization through planning services
and i nfrastructure assi stance. However even though t hese prograns have
been of assistance, rural distressed areas still face serious econonc
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probl ens including: Above-average unenpl oynent rates fromjob | osses
and bel ow average enploynent growh; low rate of business start-ups;
and persistent erosion of vitally inportant resource-driven industries.

The legislature also recognizes that rural distressed areas in
Washi ngton have an abiding ability and consistent wll to overcone
t hese econom ¢ obstacl es by buil ding upon their historic foundations of
busi ness enterprise, |ocal |eadership, and outstandi ng work ethic.

The legislature intends to assist rural distressed areas in their
ongoing efforts to address these difficult economc problens by
providing a conprehensive and significant array of economc tools,
necessary to harness the persistent and undaunted spirit of enterprise
that resides in the citizens of rural distressed areas throughout the
state.

The further intent of this act is to provide:

(1) Astrategically designed plan of assistance, enphasi zing state,
| ocal, and private sector |eadership and partnership;

(2) A conprehensive and significant array of business assistance,
services, and tax incentives that are accountable and performance
driven;

(3) An array of comunity assistance including infrastructure
devel opment and business retention, attraction, and expansi on prograns
that will provide a conpetitive advantage to rural distressed areas
t hr oughout Washi ngton; and

(4) Regulatory relief to reduce and streanline zoning, permtting,
and regulatory requirenents in order to enhance the capability of
busi nesses to grow and prosper in rural distressed areas.

NEW SECTI ON. Sec. 2. GOALS. The primary goals of chapter . . .,
Laws of 1997 (this act) are to:

(1) Pronote the ongoing operation of business in rural distressed
ar eas;

(2) Pronote the expansion of existing businesses in rural
di stressed areas;

(3) Attract new businesses to rural distressed areas;

(4) Assist in the devel opnent of new busi nesses fromw thin rural
di stressed areas;

(5) Provide famly wage jobs to the citizens of rural distressed
areas; and

2SSB 5740. SL p. 2
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(6) Pronote the devel opment of communities of excellence in rural
di stressed areas.

PART 11
TAX | NCENTI VES

NEW SECTION.. Sec. 3. A new section is added to chapter 82.14 RCW
to read as foll ows:

(1) The legislative authority of a distressed county nay inpose a
sal es and use tax in accordance with the ternms of this chapter. The
tax is in addition to other taxes authorized by l|law and shall be
collected from those persons who are taxable by the state under
chapters 82.08 and 82. 12 RCWupon the occurrence of any taxable event
within the county. The rate of tax shall not exceed 0.04 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.

(2) The tax inposed under subsection (1) of this section shall be
deducted fromthe anmpbunt of tax otherwi se required to be collected or
paid over to the departnent of revenue under chapter 82.08 or 82.12
RCW The departnent of revenue shall performthe collection of such
taxes on behal f of the county at no cost to the county.

(3) Moneys coll ected under this section shall only be used for the
pur pose of financing public facilities in rural counties.

(4) No tax may be col |l ected under this section before July 1, 1998.
No tax may be collected under this section by a county nore than
twenty-five years after the date that a tax is first inposed under this
section.

(5) For purposes of this section, "distressed county" neans a
county in which the average |evel of unenploynent for the three years
before the year in which a tax is first inposed under this section
exceeds the average state enploynent for those years by twenty percent.

*Sec. 4. RCW82. 62. 010 and 1996 ¢ 290 s 5 are each anended to read
as foll ows:

Unl ess the context clearly requires otherwi se, the definitions in
this section apply throughout this chapter.

(1) "Applicant” means a person applying for a tax credit under this
chapt er.

(2) "Departnment” nmeans the departnment of revenue.

p. 3 2SSB 5740. SL
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(3) "Higible area” neans: (a) A county in which the average | evel
of unenpl oyment for the three years before the year in which an
application is filed under this chapter exceeds the average state
unenpl oyment for those years by twenty percent; (b) a county that has
a medi an househol d i ncone that is | ess than seventy-five percent of the
state medi an household income for the previous three years; (c) a
netropolitan statistical area, as defined by the office of federal
stati stical policy and standards, United States department of conmerce,
in which the average |evel of unenployment for the cal endar year
inmedi atel y preceding the year in which an application is fil ed under
this chapter exceeds the average state unenpl oynent for such cal endar
year by twenty percent; (d) a designated community enpowerment zone
approved under RCWA43. 63A. 700; or (e) subcounty areas i n t hose counties
that are not covered under (a) of this subsection that are tinber
i npact areas as defined in RCW43. 31. 601.

(4)(a) "Eligible busi ness project” nmeans manufacturing or research
and devel opnment activities which are conducted by an applicant in an
eligible area at a specific facility, provided the applicant’s average
full-time qualified enpl oyment positions at the specific facility will
be ((at—teast—Fifteen—percent)) greater in the year for which the
credit is being sought than t he applicant’s average full-time qualified
enpl oyment positions at the sanme facility in the i nmedi atel y precedi ng
year.

(b) "Higible business project” does not include any portion of a
busi ness proj ect undertaken by a |ight and power business as defined in
RCW 82. 16. 010(5) or that portion of a business project creating
qualified full-time enpl oynent positions outside an eligible area or
those recipients of a sales tax deferral under chapter 82. 61 RCW

(5) "Manufacturing” neans all activities of a commercial or
industrial nature wherein |abor or skill is applied, by hand or
machi nery, to materials so that as a result thereof a new, different,
or useful substance or article of tangible personal property is
produced for sal e or conmerci al or industrial use and shall incl ude the
production or fabrication of specially made or custom made articl es.
“Manuf acturi ng” al so i ncludes conputer progranmm ng, the production of
conputer software, and other conputer-related services, and the
activities performed by research and devel opment | aboratories and
commerci al testing |aboratories.

(6) "Person” has the meaning given in RCW 82. 04. 030.

2SSB 5740. SL p. 4



© 00 N O Ol WDN P

[ S S
W N Rk O

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

(7) "Qualified enploynment position” means a permanent full-time
enpl oyee enpl oyed in the eligible business project during the entire
tax year.

(8) "Tax year" means the cal endar year in which taxes are due.

(9) "Recipient” means a person receiving tax credits under this
chapt er.

(10) "Research and devel opment " means t he devel opment, refinenment,
testing, marketing, and conmercialization of a product, service, or
process before commercial sales have begun. As wused in this
subsection, "commercial sal es" excludes sal es of prototypes or sales
for market testing if the total gross receipts fromsuch sal es of the
product, service, or process do not exceed one million dollars.

*Sec. 4 was vetoed. See nmessage at end of chapter.

Sec. 5. RCWB82.62.030 and 1996 ¢ 1 s 3 are each anmended to read as
fol | ows:

(1) A person shall be allowed a credit against the tax due under
chapter 82.04 RCW as provided in this section. For an application
approved before January 1, 1996, the credit shall equal one thousand
dollars for each qualified enploynent position directly created in an
el i gi bl e business project. For an application approved on or after
January 1, 1996, the credit shall equal two thousand dollars for each
qualified enpl oynent position directly created in an eligi bl e business
proj ect. For an application approved on or after July 1, 1997, the
credit shall equal four thousand dollars for each qualified enpl oynent

position with wages and benefits greater than forty thousand doll ars

annually that is directly created in an eligible business. For an

application approved on or after July 1, 1997, the credit shall equal

two thousand dollars for each qualified enpl oynent position with wages

and benefits |l ess than or equal to forty thousand dollars annually that

is directly created in an eligible business.

(2) The departnment shall keep a running total of all credits
granted under this chapter during each fiscal ((btenrnrun)) year. The
departnent shall not allow any credits which woul d cause the tabul ati on

((for—a—birenniur)) to exceed ((HFteen)) five mllion five hundred

thousand dollars in fiscal year 1998 or 1999 or seven mllion five

hundred t housand dollars in any fiscal year thereafter. |If all or part
of an application for credit is disallowed under this subsection, the
di sall owed portion shall be carried over for approval the next

p. 5 2SSB 5740. SL
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((btennrur) ) fiscal year. However, the applicant’s carryover into the
next ((b+enniuwm ) fiscal year is only permtted if the tabulation for
the next ((btenniurm) fiscal year does not exceed ((HFHteen—mtHion
doHars)) the cap for that fiscal year as of the date on which the
departnent has disall owed the application.

(3) ((Ne—reetptrent—+s—eHgiblefortax—ereditsi+nexcess—ofthree
hundred—thousand—delHars—

4)y)) No recipient nmay use the tax credits to decertify a union or
to displace existing jobs in any comunity in the state.

((65))) (4) No recipient may receive a tax credit on taxes which
have not been paid during the taxable year.

NEW SECTI ON.  Sec. 6. RCW 82. 62. 040 and 1993 sp.s. ¢ 25 s 411,
1988 ¢ 41 s 4, & 1986 c 116 s 22 are each repeal ed.

PART |11
BUSI NESS ASSI STANCE

* NEW SECTI Q\ Sec. 7. BUSI NESS ASSI STANCE AND RECRU TMENT FOR
RURAL DI STRESSED AREAS. The departnment of community, trade, and
econom ¢ devel opnent is directed to enphasi ze busi ness assi stance and
recruitnment for rural distressed areas within its trade and economi c
sectors, and |ocal devel opnent assistance. The primary goal of the
rural initiative is to coordinate and adm ni ster a conprehensi ve and
effective set of business assistance programs and services including:

(1) Business recruitment. The departnent of community, trade, and
econom c¢ devel opment shall: Provide a conprehensive and aggressive
program to attract viable businesses to rural distressed areas; work
with local communities to identify sel ect industry sectors that have a
conpetitive advantage in specific rural distressed areas; collaborate
with state and | ocal officials to nodify their infrastructure plans and
priorities to facilitate business growh; and assi st rural distressed
areas in devel opi ng strategi c busi ness recruitnment plans.

(2) Business permitting and zoni ng one-stop shop. The depart nment
of comunity, trade, and economic devel opnent shall: Provide a
stream i ned and customer driven siting service to busi nesses in order
to pronpte their attraction and expansion in rural distressed areas;
provide prelimnary pernit application and zoning information and

2SSB 5740. SL p. 6
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services for businesses in order to attract firnms and facilitate
busi ness growt h in rural distressed areas.

(3) Business regul atory assistance and ombudsman servi ces. The
department of community, trade, and econom c devel opment shall:
Provi de conpr ehensi ve busi ness regul atory servi ces to assi st busi nesses
in addressi ng and responding to | ocal, state, and federal regul ations;
and provi de reconmendations on streamlining and nodi fyi ng gover nment
regul ati ons.

(a) The departnment of community, trade, and econom c devel opnent is
authorized to review state =zoning, permitting, or regulatory
requi renents that pose difficulty for businesses wishing or likely to
sitein arural enterprise area. |In situations where the department of
community, trade, and econom c devel opment considers the zoning,
permtting, or regul atory requirenents placed on a business in a rural
enterprise area unfairly burdensone the director may petition the
regul atory agency or agencies for regul atory relief. In addition the
director may petition the agency or agencies for relief under the
regul atory fairness act, chapter 19. 85 RCW

(b) In situations where a business or entity in a rural enterprise
area is encountering regul atory oversight from nore than one state
agency and i s experiencing conflicting direction or confusing process,
the business or entity may petition the director to intercede. The
di rector upon review of the circunstances involved is authorized to
designate a |l ead agency to coll aborate with other state agencies in
order to stream ine and reduce the regul atory difficulties.

(c) Businesses or entities in a rural enterprise zone may petition
the director for an accelerated zoning, permtting, or regulatory
process. The director wupon reviewwng the petition and the
ci rcumst ances i nvol ved may make a findi ng of regul atory unfairness and
may direct the state agency or agencies to process the business or
entities application in an expeditious manner with a maxi mum ti nel i ne
of six nonths fromthe director’s receipt of the petition.

The director shall establish a pilot process in cooperation wth
ot her state agencies to inplenent this subsection (3) during 1997 and
1998 and report annually to the legislature on the inpact of the
program

(4) "Brown Fields" Program The department of community, trade,
and economni ¢ devel opment shall develop with the department of ecol ogy
and recommend to the legislature a streanlined and cost-effective

p. 7 2SSB 5740. SL
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process to redevel op hazardous industrial sites in order to pronote
busi ness growt h in rural distressed areas.

(5) Rural enterprise zone devel opment and forei gn trade zone. The
department of community, trade, and econom c devel opment i s authorized
to provide technical assistance to [local governments in rural
di stressed areas to establish rural enterprise zones and forei gn trade
zones. The department of community, trade, and economi c devel opment
shall target rural enterprise zones and foreign trade zones in the
delivery of its services in order to maximze the inpact of its
economni ¢ devel opment assi stance to businesses and rural distressed
ar eas.

*Sec. 7 was vetoed. See nmessage at end of chapter.

*NEWSECTIQON. Sec. 8. RURAL | NI TI ATI VE ADM NI STRATI ON. The rural
initiative shall be administered by a director appointed by the
di rector of conmunity, trade, and econoni c devel opnent, in consultation
with the rural distressed areas econom c recovery coordi nati on board.
The rural initiative director shall coordinate activities with the
rural community assistance team and report on the activities and
performance of the rural initiative to the legislature on a quarterly
basi s.

*Sec. 8 was vetoed. See nessage at end of chapter.

PART |V
RURAL ENTERPRI SE ZONES

NEWSECTION. Sec. 9. A newsectionis added to chapter 43. 63A RCW
to read as foll ows:

RURAL ENTERPRI SE ZONES. The | egislature recognizes the unique
difficulties encountered by communities in rural distressed areas

wishing to pronpte business devel opnent, i ncrease enpl oynent
opportunities, and provide a high quality of life for its citizens. 1In
response the Ilegislature authorizes the establishnment of rural
enterprise zones that will allow the targeting of state services and
resources in the form of business, industry recruitnment, regulatory
relief, and infrastructure devel opnent. It is the intent of the

| egislature to provide the critical |level of resources and services to
busi nesses and entities located in these rural enterprise zones that
they will be the catalyst for economc prosperity and diversity
t hroughout rural distressed areas in Washi ngton.

2SSB 5740. SL p. 8
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(1) The departnment in cooperation with the departnent of revenue
and ot her state agencies shall approve applications submtted by | ocal
governnments in rural distressed areas. The application shall be in the
formand nmanner and contain the necessary i nformati on desi gnated by the
departnment. The application shall:

(a) Be submitted on behalf of the |ocal government by the chief
el ected official or, if none, by the governing body of the [ ocal
gover nnent ;

(b) Qutline the purpose for the econom c devel opnent enterprise
zone and the process in which the application was devel oped;

(c) Denonstrate the |evel of governnment and conmunity support for
the enterprise zone;

(d) Qutline the manner in which the enterprise zone wll be
governed and report its activities to the local governnent and the
departnent; and

(e) Designate the geographic area in which the rural enterprise
zone Wil exist.

(2) Rural enterprise zones are authorized to:

(a) Hre a director or designate an individual to oversee
oper ati ons;

(b) Seek federal, state, and |ocal government support in its
efforts to target, develop, and attract viable businesses;

(c) Work with the office of business assistance and recruitnment for
rural distressed areas in the pursuit of its econom c devel opnment
activities;

(d) Provide a local one-stop shop for businesses intending to
| ocate, retain, expand, or start their businesses withinits zone; and

(e) Provide conprehensive permtting, zoning, and regulatory
assi stance to businesses or entities within the zone.

(3) Rural enterprise zones are authorized to receive the services
and funding resources as provided under the rural area marketing plan
and ot her resources assisting rural distressed areas.

(4) Rural enterprise zones may be established in conjunction with
a foreign trade zone.

PART V
EVALUATI ON

p. 9 2SSB 5740. SL
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NEW _SECTI ON. Sec. 10. REVI EW AND EVALUATI ON. The joint
| egislative audit and review commttee shall design an evaluation
mechani sm for economcally distressed counties under this act and
undert ake an eval uati on of the act’s effectiveness by Novenber 1, 1999.
The agenci es i npl enenting the prograns under this act shall assist the
joint legislative audit and review commttee eval uation.

PART Vi
M SCELLANEQUS

NEW SECTI O\ Sec. 11. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTI ON.  Sec. 12. Section captions and part headi ngs used in
this act are not any part of the |aw

Passed the Senate April 27, 1997.

Passed the House April 26, 1997.

Approved by the Governor WMy 15, 1997, with the exception of
certain itens that were vetoed.

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

Not e: Governor’s explanation of partial veto is as foll ows:

"I amreturning herewith, w thout ny approval as to sections 4, 7
and 8, Second Substitute Senate Bill No. 5740 entitl ed:

"AN ACT Relating to the rural area marketing plan;"

| strongly support of the goal of increasing enploynent in
di stressed areas of our state. However, | am not convinced that the
mechani sms provided in sections 4, 7 and 8 are the best ways to achi eve
t hat goal

Section 4 of the bill would delete the fifteen percent increase in
average enploynment threshold required to qualify for the distressed
areas B&O tax credit. As witten in section 4, each additional

position added by an enpl oyer would qualify for the tax credit. Wile
each new job in a distressed area has val ue, many busi nesses woul d reap
a wndfall fromthis provision when they add enpl oyees that they would
have added wi thout the tax incentive. Sonme threshold that limts the
tax benefit to significant expansions is necessary to nmake this kind of
exenption fair.

Section 7 of the bill would give the director of the Departnent of
Communi ty, Trade, and Econom c Devel opnent the authority to intervene
in the day-to-day business of other state agencies. As a practica
matter this approach would inevitably lead to conflict and confusion.
A successful regulatory reformeffort targeted in distressed areas of

2SSB 5740. SL p. 10
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the state will require a nore thoughtful and coordi nated approach. W
admnistration is commtted to this type of reformand wll work with
t he busi nesses of our state to inprove this process.

Section 8 of the bill would require the creation of another state
managenent position to oversee the inplenentation of this act. | have
vetoed this section because |I believe the Coordi nator of the Governor’s
Rural Comrunity Assistance Team shoul d be the focal point for economc
devel opment initiatives in rural areas of the state. Section 8 would
only serve to increase bureaucracy and reduce accountability.

For these reasons, | have vetoed sections 4, 7 and 8 of Second
Substitute Senate Bill No. 5740.

Wth the exception of sections 4, 7 and 8, Second Substitute Senate
Bill No. 5740 is approved.™

p. 11 2SSB 5740. SL



