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SUBSTI TUTE SENATE BI LL 5168

State of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on

By Senate Conmmttee on Agriculture & Rural Econom c Devel opnent
(originally sponsored by Senators T. Sheldon, Rasnussen, Swecker,
Franklin, Hargrove, Honeyford, Patterson, Morton, Haugen, Benton,
Goi ngs, Snyder, Zarelli and MCaslin)

Read first tine 02/23/1999.

AN ACT Relating to distressed area prograns; anending RCW
82.14.370, 82.60.020, 82.60.040, 82.60.070, 82.62.010, 82.62.030,
82. 08. 820, 82.12.820, and 82.08. 02565; addi ng new sections to chapter
82.04 RCW adding a new section to chapter 82.62 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 creating new secti ons;
repeal i ng RCW82. 60. 045 and 82. 60. 047; providing an effective date; and
provi di ng expiration dates.

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

LOCAL OPTI ON SALES AND USE TAX

Sec. 1. RCWB82.14.370 and 1998 ¢ 55 s 6 are each anended to read
as follows:

(1) The legislative authority of a distressed county may 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

p. 1 SSB 5168



© 00 N O Ol WDN P

W W W W W W WwWwWWwWwWMNDNDNDDNMDNDNMNDNDNMNDNMDNNMNNMMNNNREPRPRPPRPPRPPRPPERPPRPPERPR
©O© 00 N O Ol WNPEFEP O O 0w NO O WONPEFEP O O W NO O ODN -, O

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 legislative authority of a distressed county may inpose a
sales and use tax in accordance with the terns of this chapter. The
tax is in addition to other taxes authorized by 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.

(3) The tax inposed under subsection (1) or (2) of this section
shall be deducted from the amount of tax otherw se required to be
col l ected 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 behalf of the county at no cost to the county.

((3))) (4) Moneys coll ected under subsection (1) of this section
shall only be used for the purpose of financing public facilities in
((rural—eoeunties)) that county.

((£4))) (5) Mneys collected under this section shall only be used
for the purpose of financing public facilities in rural counties. The
public facility nmust be listed as an itemin the officially adopted
county overall econom c devel opnent plan, or the econom c devel opnent
section of the county’s conprehensive plan, or the conprehensive plan
of acity or town |ocated within the county for those counties pl anni ng
under RCW 36. 70A. 040. For those counties that do not have an adopted
overall econonm c devel opnent plan and do not plan under the growh
managenent act, the public facility must be listed in the county’s
capital facilities plan or the capital facilities plan of a city or

town |located within the county. In inplenenting this section, the
county shall consult with cities, towns, and port districts | ocated
within the county. For the purposes of this section, "public

facilities" neans bridges, roads, and donestic and industrial water,
sanitary sewer, storm sewer, railroad, electricity, natural gas,
buil dings or structures, telecomunications infrastructure, and port
facilities in the state of WAshi ngton.

(6) 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.
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twenty—pereent)) an eligible area as defined in RCW 82. 60. 020.

DI STRESSED AREA SALES AND USE TAX DEFERRAL

Sec. 2. RCWB82.60.020 and 1996 ¢ 290 s 4 are each anended to read
as follows:

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

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

(2) "Departnment” nmeans the department of revenue.
(3) "Eligible area" neans((—+Fa)—A—county—i+n—which—the—average

a¥a a a¥a' a aV¥a' a N AN N N
\/ O v, / C A C

subseet+on)) a county with fewer than one hundred persons per square

mle as determ ned annually by the office of financial nmanagenent and
publ i shed by the departnent of revenue effective for the period July
1st through June 30th.

(4)(a) "Eligible investnent project"” nmeans((:

p. 3 SSB 5168
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) an investnent project in an eligible area as defined in
subsection (3) ((a)y5—b)y—Fe)—Fe)—or—f£))) of this section((:—er
T : : : : . i aibl

(b) The | essor/owner of a qualified building is not eligible for a
deferral unless the underlying ownership of the buildings, machinery,
and equi pnent vests exclusively in the sane person, or unless the
| essor by witten contract agrees to pass the econom c benefit of the
deferral to the lessee in the formof reduced rent paynents.

d)y)) "Eligible investnent project"” does not include any portion of
an investnent project undertaken by a light and power business as
defined in RCW82. 16. 010(5), other than that portion of a cogeneration
project that is used to generate power for consunption within the
manufacturing site of which the cogeneration project is an integra
part, or investnent projects which have already received deferrals
under this chapter

(5) "Investnent project” neans an i nvestnent in qualified buildings

or qualified machinery and equiprment, including |abor and services
rendered in the planning, installation, and construction of the
proj ect .

(6) "Manufacturing" neans ((aH—aetivities—of—a—commeretal—or
nd ol I . Lol WETE Lied 4 I I
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the sane as defined in RCW 82.04.120. "Mnufacturing"” also includes

conput er programm ng, the production of conputer software, and ot her
conputer-rel ated services, and the activities performed by research and
devel opnment | aboratories and commercial testing |aboratories.

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

(8) "Qualified buildings" neans constructi on of newstructures, and
expansion or renovation of existing structures for the purpose of
i ncreasing floor space or production capacity used for manufacturing
and research and devel opnent activities, including plant offices and
war ehouses or other facilities for the storage of raw material or
finished goods if such facilities are an essential or an integral part

of a factory, mll, plant, or laboratory used for manufacturing or
research and devel opnent. If a building is wused partly for
manufacturing or research and developnment and partly for other
purposes, the applicable tax deferral shall be determned by

apportionment of the costs of construction under rul es adopted by the
depart nent.

tax—year—

£206))) "Qualified machi nery and equi pnent"” neans all newindustri al
and research fixtures, equipnent, and support facilities that are an
integral and necessary part of a manufacturing or research and
devel opment operation. "Qualified machinery and equi pnent” incl udes:
Conmputers; software; data processing equi pnent; |aboratory equi pnent;
manuf acturi ng conponents such as belts, pulleys, shafts, and noving
parts; nolds, tools, and dies; operating structures; and all equi prment
used to control or operate the machinery.

(((2H)) (10) "Recipient" nmeans a person receiving a tax deferral
under this chapter

((22)) (11) "Research and devel opnent” neans the devel opnent,
refinement, testing, marketing, and commercialization of a product,
service, or process before commercial sales have begun. As used in
this subsection, "comercial sales" excludes sales of prototypes or
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sales for market testing if the total gross receipts fromsuch sal es of
the product, service, or process do not exceed one mllion dollars.

Sec. 3. RCWB82.60.040 and 1997 c 156 s 5 are each anended to read
as foll ows:

(1) The departnment shall issue a sales and use tax deferral
certificate for state and | ocal sal es and use taxes due under chapters
82.08, 82.12, and 82. 14 RCWon each eligible investnent project that((:

2))) 1is located in an eligible area as defined in RCW
82. 60. 020( (3)r—fa)y—(b)y——+Fe)r—rfe)s—or—(H

b I L i aibl ot i L

(2) The departnent shall keep a running total of all deferrals
granted under this chapter during each fiscal biennium
(3) This section expires July 1, 2004.

Sec. 4. RCWB82.60.070 and 1995 1st sp.s. ¢ 3 s 9 are each anended
to read as foll ows:

repate-)) Each recipient of a deferral granted under this chapter
after June 30, 1994, shall submt a report to the departnent on
Decenber 31st of the year in which the investnent project is certified
by the departnent as having been operationally conpleted, and on
Decenber 31st of each of the seven succeeding cal endar years. The
report shall contain information, as required by the department, from
whi ch the departnent nmay determ ne whether the recipient is neeting the
requi renents of this chapter. If the recipient fails to submt a
report or submts an i nadequate report, the departnent may decl are the
anount of deferred taxes outstanding to be immedi ately assessed and
payabl e.

SSB 5168 p. 6
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(2) If, on the basis of a report under this section or other
information, the departnent finds that an investnent project is not
eligible for tax deferral under this chapter ((fer—reasens—other—than
il I . I I : Lified I
poest+t+oens)), the anount of deferred taxes outstanding for the project

shal | be i medi ately due.

{6¥)) Notwithstanding any other subsection of this section,
deferred taxes need not be repaid on machi nery and equi prent for | unber
and wood products industries, and sales of or charges nade for |abor
and services, of the type which qualifies for exenption under RCW
82. 08. 02565 or 82.12.02565 to the extent the taxes have not been repaid
before July 1, 1995.

p. 7 SSB 5168
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((6H)) (4) Notwi thstandi ng any ot her subsection of this section,
deferred taxes on the follow ng need not be repaid:

(a) Machi nery and equi pnent, and sal es of or charges made for | abor
and services, which at the time of purchase would have qualified for
exenption under RCW 82. 08. 02565; and

(b) Machinery and equi pnrent which at the tinme of first use would
have qualified for exenption under RCW 82. 12. 02565.

DI STRESSED AREA BUSI NESS AND OCCUPATI ON TAX JOB CREDI T

Sec. 5. RCW82.62.010 and 1996 ¢ 290 s 5 are each anended to read
as follows:

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

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

(2) "Departnment” nmeans the department of revenue.
(3) "Eligible area" neans((:i—~FFa)—A—~county—i+n—which—the—average

a¥a a aVa' a aV¥a' a N AN N N
\/ O v, / C A C

+Hpact—areas—as—defned+nRCW43-31-601)) an area as defined in RCW
82. 60. 020.

(4)(a) "Eligible business project” neans manufacturing or research
and devel opnent activities which are conducted by an applicant in an
eligible area at a specific facility, provided the applicant’s average
full-time qualified enpl oynent positions at the specific facility wll
be at | east fifteen percent greater in the year for which the credit is
being sought than the applicant’s average full-tinme qualified

SSB 5168 p. 8
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enpl oynment positions at the sane facility in the i nmedi ately precedi ng
year.

(b) "Eligible business project” does not include any portion of a
busi ness proj ect undertaken by a | i ght and power busi ness as defined in
RCW 82.16.010(5) or that portion of a business project creating
qualified full-time enploynment positions outside an eligible area or
those recipients of a sales tax deferral under chapter 82.61 RCW

(5 "Manufacturing" neans ((aH—aetivities—of—a—commeretal—or
o ol I . Lol WETEE Lied | I I

the sane as defined in RCW 82.04.120. "Mnufacturing"” also includes

conput er programm ng, the production of conputer software, and ot her
conputer-rel ated services, and the activities performed by research and
devel opnment | aboratories and commercial testing |aboratories.

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

(7) "Qualified enploynent position" neans a pernmanent full-tinme
enpl oyee enployed in the eligible business project during the entire
tax year

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

(9) "Recipient" neans a person receiving tax credits under this
chapter.

(10) "Research and devel opnent” neans the devel opnent, refinenent,
testing, marketing, and commrercialization of a product, service, or
process before commercial sales have begun. As wused in this
subsection, "commercial sales" excludes sales of prototypes or sales
for market testing if the total gross receipts fromsuch sales of the
product, service, or process do not exceed one mllion dollars.

Sec. 6. RCW82.62.030 and 1997 ¢ 366 s 5 are each anended to read
as follows:
(1) A person shall be allowed a credit against the tax due under

chapter 82.04 RCW as provided in this section. ((Fer—an—appH-ecation

p. 9 SSB 5168
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projeet—Fer—an—appH-cati-en—appreved—on—-or—afterJuly—1—1997-)) The
credit shall equal: (a) Four thousand dollars for each qualified
enpl oynent position with wages and benefits greater than forty t housand
dollars annually that is directly created in an eligible business((-
L . I : I | o ¥ hail
egual)) and (b) two thousand dollars for each qualified enploynent
position with wages and benefits | 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 year. The depart nment
shall not allow any credits which woul d cause the tabul ation to exceed
( ( Hve—mtH+oen—FHvehundredthousand—delars—+n—i+seal—year—1998—o6+
1999—+6r)) seven mllion five hundred thousand dollars in any fisca
year ((thereafter)). If all or part of an application for credit is
di sall oned under this subsection, the disallowed portion shall be
carried over for approval the next fiscal year. However, the
applicant’s carryover into the next fiscal year is only permtted if
the tabulation for the next fiscal year does not exceed the cap for
that fiscal year as of the date on which the departnent has disall owed
t he application.

(3) No recipient may use the tax credits to decertify a union ((e+
to—displace—existingtobs—inanyecommunity—i+nthestate)).

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

SOFTWARE

NEW SECTI ON. Sec. 7. It is the intent of the legislature to
attract and retain technol ogy- based busi nesses in distressed counti es.
Section 8 of this act provides a tax incentive to those busi nesses that
devel op or manufacture software in distressed counties. Section 9 of
this act provides a tax incentive to those businesses that are engaged
i n the business of providing technical support services fromdistressed
counties. Sections 12 and 13 of this act provide a sales and use tax
exenption for buildings and equi pnent used by techni cal support service
busi nesses. Encouragenent of these types of business will stimulate
the information technology industry and be of benefit to the state
econony in general. To further the inpact and benefit of this program

SSB 5168 p. 10
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this incentive is limted to those counties of the state that are
characterized by unenpl oynent or |ow incone. The | egislature finds
that providing this targeted incentive wll both increase its
ef fectiveness and create a high technology work force in distressed
counti es.

NEW SECTION. Sec. 8. A new section is added to chapter 82. 04 RCW
to read as foll ows:

(1) Subject tothe limts and provisions of this section, a credit
is authorized against the tax otherw se due under this chapter for
persons engaged in a di stressed county in the business of manufacturing
or programm ng of software, as those terns are defined in this section.

(2) A person who partially or totally rel ocates a busi ness fromone
di stressed county to another distressed county is eligible for any
qualifying new jobs created as a result of the relocation but is not
eligible to receive credit for the jobs noved from one county to the
ot her .

(3)(a) To qualify for the credit, the qualifying activity of the
person nust be conducted in a distressed county and the qualified
enpl oynent position nust be |ocated in the distressed county.

(b) If an activity is conducted both froma distressed county and
outside of a distressed county, the credit is available if at |east
ninety percent of the qualifying activity takes place within a
di stressed county. If the qualifying activity is a service taxable
activity, the place where the work is perfornmed is the place at which
the activity is conducted.

(4)(a) The credit wunder this section shall equal one thousand
dollars for each qualified enploynent position created after July 1,
1999, in an eligible area. A credit is earned for the cal endar year

the person is hired to fill the position. Additionally a credit is
earned for each year the position is maintained over the subsequent
consecutive years, up to six years. The county nust neet the

definition of a distressed county at the tine the position is filled.
I f the county does not have a distressed county status the foll ow ng
year or years, the position is still eligible for the remaining years
if all other conditions are net.

(b) Credit may not be taken for hiring of persons into positions
that exist before July 1, 1999. Credit is authorized for new enpl oyees
hired for new positions created on or after July 1, 1999. New

p. 11 SSB 5168
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positions filled by existing enployees are eligible for the credit
under this section only if the position vacated by the existing
enployee is filled by a new hire. A business that is a sole
proprietorship w thout any enployees is equivalent to one enployee
position and this type of business is eligible to receive credit for
one position.

(c) If a position is filled before July 1st, this position is
eligible for the full yearly credit. If it is filled after June 30t h,
this position is eligible for half of the credit.

(d) A person that has engaged in qualifying activities in the
di stressed county before the effective date of this section qualifies
for the credit under this section for positions created and filled
after the effective date of this section.

(5 No application is necessary for the tax credit. The person
nmust keep records necessary for the departnment to verify eligibility
under this section. This information includes information relating to
description of qualifying activity engaged in the distressed county and
out side the distressed county by the person as well as detail ed records
on positions and enpl oyees. The departnent shall, in consultation wth
a representative group of affected taxpayers, develop a nethod of
segregating activity and related incone so that those persons who
engage in multiple activities can determne eligibility for credit
under this section.

(6) If at any tine the departnent finds that a person is not
eligible for tax credit under this section, the anmount of taxes for
which a credit has been clained shall be imediately due. The
departnent shall assess interest, but not penalties, on the taxes for
which the person is not eligible. The interest shall be assessed at
the rate provided for delinquent excise taxes under chapter 82.32 RCW
shal | be assessed retroactively to the date the tax credit was taken,
and shall accrue until the taxes for which a credit has been used are
repai d.

(7) The credit under this section nay be used agai nst any tax due
under this chapter, but in no case nmay a credit earned during one
cal endar year be carried over to be credited against taxes incurred in
a subsequent cal endar year. A person is not eligible to receive a
credit under this section if the person is receiving credit for the
sane position under chapter 82.62 RCWor RCW 82.04. 44525 or is taking

SSB 5168 p. 12
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the credit under section 9 of this act. No refunds nay be granted for
credits under this section.

(8) County eligibility under this section shall be based on the
sane |ist as published by the departnent under chapter 82.60 RCW The
eligibility period is fromJuly 1st of each year to June 30th of the
next year.

(9) A person taking tax credits under this section shall nmake an
annual report to the departnent. The report shall be in a letter form
and shall include the followng information: Nunber of positions for
which credit is being clained, type of position for which credit is
bei ng cl ai ned, type of activity in which the person is engaged in the
county, and how |l ong the person has been |ocated in the county. The
report nust be filed by January 30th of each year for which credit was
cl ai med during the previous year.

(10) Transfer of ownership does not affect credit eligibility;
however, the credit is available to the successor for renmaining periods
in the seven years only if the eligibility conditions of this section
are met.

(11) As used in this section:

(a) "Distressed county"” nmeans an eligible area as defined in RCW
82. 60. 020.

(b) "Manufacturing" neans the sanme as "to manufacture" under RCW
82.04.120. Manufacturing includes the activities of both manufacturers
and processors for hire.

(c) "Progranm ng" neans the activities that involve the creation or
nodi fication of software, as that termis defined in this chapter, and
that are taxable as "service and other" under RCW 82.04.290(2) or
retail under RCW 82. 04. 050.

(d) "Qualifying activity" nmeans manufacturing or progranm ng of
sof t war e.

(e) "Qualified enploynent position" neans a permanent full-tinme
position doing progranm ng of software or manufacturing of software.
This excludes admnistrative, professional, service, executive, and
other simlar positions. If an enployee is either voluntarily or
involuntarily separated from enpl oynent, the enploynent position is
considered filled on a full-tine basis if the enployer is either
training or actively recruiting a replacenent enployee. Full-time
means a position for at least thirty-five hours a week.

(f) "Software" has the sane neaning as defined in this chapter.

p. 13 SSB 5168



©O© 00 N O Ol WODN

W W W W W W WwWwwWwMNDNDNDMDDNMNDNDNDDNMNMNDNMDNMNMNMNMMNEPRPPRPEPRPRPRPPRPERPRPERPPRPRE
0O N O A W NPEFP O OOuNOD O P WNEPEOOOWOOLwWNO O~ owDdNDEe. o

HELP DESK SERVI CES

NEW SECTION. Sec. 9. A new section is added to chapter 82. 04 RCW
to read as foll ows:

(1) Subject tothe limts and provisions of this section, a credit
is authorized against the tax otherw se due under this chapter for
persons engaged in a distressed county in the business of providing
i nformation technol ogy hel p desk services to third parti es.

(2) To qualify for the credit, the help desk services nust be
conducted froma distressed county.

(3)(a) For the first eighty-four nonths in which the person is
engaged in the activity of providing information technol ogy hel p desk
services in the distressed county, the amount of the credit shall be
equal to one hundred percent of the amount of tax due under this
chapter that is attributable to providing the services from the
di stressed county. In order to qualify for the credit under this
subsection (3)(a), the county nust neet the definition of "distressed
county" at the tine the person begins to conduct qualifying business in
the county. If the county subsequently does not qualify for distressed
county status, the person may continue to take the credit for the
remaining time in the eighty-four nonths if all other conditions are
met. A person who locates in a county during a period of tine for
which the county does not neet the distressed county status is not
eligible to receive the credit under this subsection (3)(a).

(b) A person who is not eligible for the credit under (a) of this
subsection is potentially eligible for credit under this subsection
(3)(b). If the person is engaged in the activity of providing
i nformation technol ogy hel p desk services in a distressed county, the
anount of the credit shall equal sixty-eight percent of the anount of
tax due under this chapter that is attributable to providing the
service fromthe distressed county. In order to qualify for the credit
under this subsection, the county nust neet the definition of
"di stressed county” during the period of tine for which the credit is
bei ng cl ai ned. A person is not eligible for a credit under this
subsection (3)(b) for activity conducted during any period of tine the
county does not have a distressed county status.

(c) A person who that has engaged in providing information
technol ogy help desk services in the distressed county before the
effective date of this section qualifies for the credit under (a) of

SSB 5168 p. 14
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this subsection for any remaining tinme in the ei ghty-four nonths, after
which tinme the person is potentially eligible for the credit under (b)
of this subsection. A person who has engaged in providing information
technology help desk services in the distressed county before the
effective date of this section for nore than eighty-four nonths is
potentially eligible for the credit under (b) of this subsection.

(4) No application is necessary for the tax credit. The person
nmust keep records necessary for the departnent to verify eligibility
under this section. These records include information relating to
description of activity engaged in a distressed county by the person.

(5 |If at any tine the departnent finds that a person is not
eligible for tax credit under this section, the anount of taxes for
which a credit has been used is imedi ately due. The departnent shal
assess interest, but not penalties, on the credited taxes for which the
person is not eligible. The interest shall be assessed at the rate
provi ded for delinquent excise taxes under chapter 82.32 RCW shall be
assessed retroactively to the date the tax credit was taken, and shal
accrue until the taxes for which a credit has been used are repaid.

(6) The credit under this section nay be used agai nst any tax due
under this chapter, but in no case nmay a credit earned during one
cal endar year be carried over to be credited against taxes incurred in
a subsequent cal endar year. A person is not eligible to receive a
credit under this section if the person is receiving credit under
section 8 of this act or RCW 82.04. 44525 or chapter 82.62 RCW No
refunds may be granted for credits under this section.

(7) County eligibility under this section shall be based on the
sane |ist as published by the departnent under chapter 82.60 RCW The
eligibility period is fromJuly 1st of each year to June 30th of the
next year.

(8) A person taking tax credits under this section shall make an
annual report to the departnent. The report shall be in aletter form
and shall include the follow ng informati on: Type of activity in which
the person is engaged in the county, nunber of enployees in the
di stressed county, and how long the person has been located in the
county. The report nust be filed by January 30th of each year for
which credit was clained during the previous year.

(9) Transfer of ownership does not affect credit eligibility;
however, the credit is available to the successor only if the
eligibility conditions of this section are net.
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(10) As used in this section:

(a) "Distressed county"” nmeans an eligible area as defined in RCW
82. 60. 020.

(b) "First eighty-four nonths" neans the eighty-four nonths of
operation in a county follow ng comencenent of business activity.
Busi ness activity is deened to commence upon the act of engaging in the
busi ness of providing the hel p desk services fromthe county.

(c) "Information technol ogy hel p desk services" neans the fol |l ow ng
services perfornmed using electronic and tel ephoni c communi cati on:

(1) Software maintenance;

(i1) Software diagnostics and troubl eshooti ng;

(1i1) Software installation;

(1v) Software repair;

(v) Software information and training; and

(vi) Software upgrade.

NEWSECTI ON. Sec. 10. A newsection is added to chapter 82.62 RCW
to read as foll ows:

A personis not eligible to receive a credit under this chapter if
the person is receiving credit for the same position under section 8 of
this act or RCW82.04. 44525 or is receiving a credit under section 9 of
this act.

NEW SECTI ON. Sec. 11. The follow ng acts or parts of acts are
each repeal ed:

(1) RCW82.60.045 (Eligible projects--Additional requirenents) and
1995 1st sp.s. ¢ 3 s 7 & 1994 sp.s. ¢ 1 s 4; and

(2) RCW 82.60.047 (Governor designation of county as eligible
area--Natural disaster, business closure, mlitary base cl osure, mass
| ayoff) and 1994 sp.s. ¢ 1 s 9.

SALES AND USE TAX EXEMPTI ON FOR HELP DESKS

NEWSECTION. Sec. 12. A new section is added to chapter 82. 08 RCW
to read as foll ows:

(1) The followng definitions apply throughout this section and
section 13 of this act, unless the context requires otherw se.
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(a) "Building" nmeans a structure with walls and a roof, used to
house machi nery and equi pment used exclusively at the eligible facility
and/ or used to house personnel who staff the eligible facility.

(b) "D stressed county"” nmeans an eligible area as defined in RCW
82. 60. 020.

(c) "Eligible facility" means an information technol ogy hel p desk
services facility located in a distressed county.

(d) "Equiprment” means fixtures and devices that are integral and
necessary to the operation of the eligible facility, including tangible
personal property that beconmes an ingredient or conponent of a fixture
or device, and including repair parts and replacenent parts. The term
includes office and adm nistrative equipnent that is integral and
necessary to the operation of the eligible facility. "Equipnent" does
not include: (i) Hand-powered tools, such as hamers, screwdrivers,
pliers, and saws; (ii) property with a useful life of |less than one
year, such as consunables, supplies, single-use itens, and other
property with a wuseful life of less than one year; or (iii)
transm ssion equi pnent between facilities, such as cable, trunks,
wres, satellites, or other such equi pnent.

(e) "Information technol ogy help desk services facility" neans a
di screte physical |ocation fromwhich information technol ogy hel p desk
services, as defined in section 9 of this act, are provided to third
parties.

(2) The tax levied by RCW82.08.020 shall not apply to sales to a
person engaged in the activity of providing information technol ogy hel p
desk services from an eligible facility of (a) equipnment used
exclusively at an eligible facility, and | abor and services rendered in
respect toinstalling, repairing, cleaning, altering, or inproving the
equi pnent; or (b) construction of a building, including materials, and
i ncludi ng service and | abor costs. Construction includes expansion of
fl oor space but it does not include renovation, renodeling, or repair
of existing space. The purchaser shall provide the seller with an
exenption certificate in a form and manner prescribed by the
departnment. The seller shall retain a copy of the certificate for the
seller’s files.

NEW SECTI ON. Sec. 13. A new section is added to chapter 82.12 RCW
to read as foll ows:
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The provisions of this chapter shall not apply with respect to
equi pnment used exclusively at an eligible facility and with respect to
materials incorporated in the construction of an eligible facility.
The seller shall retain a copy of the certificate for the seller’s
files. The definitions in section 12 of this act apply to this
section.

WAREHOUSES

Sec. 14. RCW82.08.820 and 1997 ¢ 450 s 2 are each anended to read
as follows:

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

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

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

(2) For purposes of this section and RCW 82. 12. 820:

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

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

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

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

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

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

(g) "Material-handling equipnment and racking equipnment” neans
equi pnrent in a warehouse or grain elevator that is primarily used to
handl e, store, organi ze, convey, package, or repackage fini shed goods.
The termi ncl udes tangi bl e personal property with a useful life of one
year or nore that beconmes an ingredi ent or conponent of the equipnent,
including repair and replacenent parts. The term does not include
equi prent in offices, lunchroons, restroons, and other |ike space
within a warehouse or grain elevator, or equipnment used for
nonwar ehousi ng pur poses. "Materi al -handling equi prent"” i ncludes but is
not limted to: Conveyers, carousels, lifts, positioners, pick-up-and-
pl ace units, cranes, hoists, mechanical arms, and robots; nechanized
systens, including containers that are an integral part of the system
whose purpose is to lift or nove tangible personal property; and
aut omat ed handl i ng, storage, and retrieval systens, including conputers
that control them whose purpose is to |lift or nove tangible personal
property; and forklifts and other off-the-road vehicles that are used
tolift or nove tangi bl e personal property and that cannot be operated
| egal |y on roads and streets. "Racking equipnent” includes, but is not
limted to, conveying systens, chutes, shelves, racks, bins, drawers,
pal |l ets, and ot her contai ners and storage devices that forma necessary
part of the storage system

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

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

(j) "Square footage" neans the product of the two horizontal
di mensi ons of each floor of a specific warehouse. The entire footprint
of the warehouse shall be neasured in calculating the square footage,
i ncl udi ng space that juts out fromthe building profile such as | oadi ng
docks. "Square footage" does not nean the aggregate of the square
footage of nore than one warehouse at a |ocation or the aggregate of
t he square footage of warehouses at nore than one | ocation;
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(k) "Third-party warehouser” neans a person taxable under RCW
82.04.280(4);

(1) "Wwarehouse" neans an encl osed building or structure in which
fini shed goods are stored. A warehouse building or structure nay have
nore than one storage room and nore than one fl oor. O fice space,
| unchroons, restroons, and other space wthin the warehouse and
necessary for the operation of the warehouse are consi dered part of the
war ehouse as are |oading docks and other such space attached to the
bui l ding and used for handling of finished goods. Landscapi ng and
parking |l ots are not considered part of the warehouse. A storage yard
is not a warehouse, nor is a building in which manufacturing takes
pl ace; and

(m "Whol esal er” nmeans a person who nakes "sal es at whol esal e" as
defined in chapter 82.04 RCW of tangible personal property, but
"whol esal er” does not include a person who nmakes sal es exenpt under
82. 04. 330.

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

(b) This subsection (3)(b) applies to persons located in an
eligible area as defined in RCW82. 60. 020. For war ehouses with square
footage of one hundred thousand or nore square feet, except as
ot herwi se provided, the remttance is equal to one hundred percent of
t he anpbunt of tax paid for qualifying construction, materials, service,
and labor, and fifty percent of the ampunt of tax paid for qualifying
mat eri al - handling equipnent and racking equipnent, and |abor and
services rendered in respect to installing, repairing, cleaning,
altering, or inproving the equipnent. The m ni num square footage for
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controll ed at nosphere storage warehouses is forty thousand square feet.
Controlled atnosphere storage neans the sanme as defined in RCW
15. 30. 010.

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

((€e))) (d) The departnment shall on a quarterly basis remt
exenpted anounts to qualifying persons who submtted applications
during the previous quarter.

(4) Warehouses, grain elevators, and material -handling equi pnent
and racking equi prent for which an exenption, credit, or deferral has
been or is being received under chapter 82.60, 82.61, 82.62, or 82.63
RCW or RCW 82.08.02565 or 82.12.02565 are not eligible for any
remttance under this section. War ehouses and grain el evators upon
whi ch construction was initiated before May 20, 1997, are not eligible
for a remttance under this section

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

Sec. 15. RCW82.12.820 and 1997 c¢ 450 s 3 are each anended to read
as follows:

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

p. 21 SSB 5168



©O© 00 N O Ol WDN P

W W W W W W W WwWWwWMNNDNDNDNDNDNMNDNMNDNDNMNMNMDNNMNMNMNMMNNREPRPRPPRPPPRPPERPPERPRPERPPR
©O© 00 N O Ol WNPEFEP O O W NO UG WONPEFEP O O 0w NO O M wWwDNPEF- O

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

(b) Materials incorporated in the construction of a warehouse or
grain elevator,
are eligible for an exenption on tax paid in the formof a remttance

or credit against tax owned. The anmpbunt of the remittance or credit is

conmput ed under subsection (2) of this section and is based on the state

share of use tax.

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

(b) This subsection (2)(b) applies to persons located in an
eligible area as defined in RCW82. 60. 020. For war ehouses with square
footage of one hundred thousand or nore square feet, except as
ot herwi se provided, the remttance is equal to one hundred percent of
t he anount of tax paid for qualifying construction materials, and fifty
percent of the anmount of tax paid for qualifying material-handling
equi pnent and racking equi pnent. The m ninmum square footage for
controll ed at nosphere storage warehouses is forty thousand square feet.
Controlled atnosphere storage neans the sanme as defined in RCW
15. 30. 010.

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

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

(3) Warehouse, grain elevators, and materi al - handl i ng equi pnent and
racki ng equi prent for which an exenption, credit, or deferral has been
or i s being received under chapter 82.60, 82.61, 82.62, or 82.63 RCWor
RCW 82. 08. 02565 or 82.12.02565 are not eligible for any remttance
under this section. Materials incorporated in warehouses and grain
el evat ors upon whi ch construction was initiated prior to May 20, 1997,
are not eligible for a remttance under this section.

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

(5) The definitions in RCW82.08.820 apply to this section.

ELECTRI C UTI LI TI ES

NEW SECTI ON. Sec. 16. The legislature finds that it is necessary
to enploy multiple approaches to revitalize the econony of Washi ngton
state’s rural areas. The legislature also finds that where possibl e,
Washi ngton state should develop prograns which can conplinment other
private, state, and federal prograns. It is the intent of section 17
of this act to conplinent such rural econom c devel opnment efforts by
creating a public utility tax offset programto help establish locally
based electric utility revol ving fund prograns to be used for econonc
devel opnent and job creation.

NEWSECTION. Sec. 17. A new section is added to chapter 82. 16 RCW
to read as foll ows:

(1) The following definitions apply to this section:

(a) "Qualifying project” neans a project designed to achieve job
creation or business retention, to add or upgrade nonelectrical
infrastructure, to add or upgrade health and safety facilities, to
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acconplish energy and water use efficiency inprovenents, including
renewabl e energy devel opnent, or to add or upgrade energency services
in any designated qualifying rural area.

(b) "Qualifying rural area" neans:

(1) An eligible area as defined in RCW82. 60.020; or

(i1) Any geographic area in the state that receives electricity
froma light and power business with fewer than twenty-six neters per
mle of distribution Iine as determ ned and publi shed by the depart nment
of revenue effective July 1st of each year. The departnent shall use
current data provided by the electricity industry.

(c) "Electric utility rural econom c devel opnent revol ving fund”
means a fund devoted exclusively to funding qualifying projects in
qualifying rural areas.

(d) "Local board" is a board of directors with at |east, but not
l[imted to, three nenbers who have been appointed by the sponsoring
electric utility to oversee and direct the activities of the electric
utility rural econom c devel opnent revol ving fund.

(e) "Geographic area" neans any portion of a l|light and power
busi ness’ service territory, either in whole or any subdivision
t her eof .

(2) A light and power business with fewer than twenty-six active
meters per mle of distribution line in any geographic area in the
state shall be allowed a credit agai nst taxes due under this chapter in
an anmount equal to fifty percent of contributions nmade i n any cal endar
year directly to an electric utility rural economc devel opnent
revolving fund. The credit under this section shall not exceed one
hundred t housand dol | ars per cal endar year. The credit nay not exceed
the tax that woul d ot herw se be due under this chapter. Refunds shal
not be granted in the place of credits and excess expenditures shal
not be carried over to subsequent years.

(3) The right to claim tax credits under this section expires
Decenber 31, 2005. However any credits clainmed prior to that date
remain available for use indefinitely, subject to restrictions set
forth in subsection (6) of this section.

(4) To qualify for the credit in subsection (2) of this section,
the light and power business shall establish an electric utility rural
econom ¢ devel opnment revol ving fund which is governed by a | ocal board
whose nenbers shall reside in the qualifying rural area served by the
i ght and power busi ness. The | ocal board shall have authority to
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determne all criteria and conditions for the expenditure of funds from
the electric utility rural econom c devel opnent fund, and for the terns
and conditions of repaynent.

(5 Any funds repaid to the electric wutility rural economc
devel opnent fund by recipients shall be nade avail able for additional
qual i fyi ng projects.

(6) If at any tinme the electric utility rural econom c devel opnent
fund is dissolved, any noneys clained as a tax credit under this
section shall either be granted to a qualifying project or refunded to
the state within two years of term nation

MANUFACTURI NG AND RESEARCH SALES TAX
EXEMPTI ON FOR RURAL COUNTI ES

Sec. 18. RCW 82.08.02565 and 1998 ¢ 330 s 1 are each anended to
read as foll ows:

(1) The tax levied by RCW82.08.020 shall not apply to sales to a
manuf acturer or processor for hire of machinery and equi pnent used
directly in a manufacturing operation or research and devel opnent
operation, or to sales of or charges made for |abor and services
rendered in respect to installing, repairing, cleaning, altering, or
i nproving the machinery and equi pnent, but only when the purchaser
provides the seller with an exenption certificate in a formand manner
prescri bed by the department by rule. The seller shall retain a copy
of the certificate for the seller’s files.

(2) For purposes of this section and RCW 82. 12. 02565:

(a) "Machinery and equi pnent” neans industrial fixtures, devices,
and support facilities, and tangi bl e personal property that becones an
i ngredi ent or conponent thereof, including repair parts and repl acenent
parts. "Machinery and equi prent” includes pollution control equi prment
installed and used in a manufacturing operation or research and
devel opnent operation to prevent air pollution, water pollution, or
contam nation that mght otherwise result from the manufacturing
operation or research and devel opnent operation.

(b) "Machinery and equi pnent” does not i ncl ude:

(1) Hand tools;

(1i) Property with a useful life of |ess than one year;

(tit) Buildings, other than machinery and equipnment that 1is
permanently affixed to or becones a physical part of a building, and
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(tv) Building fixtures that are not integral to the manufacturing
operation or research and devel opnent operation that are permanently
affi xed to and becone a physical part of a building, such as utility
systens for heating, ventilation, air conditioning, conmmunications,
pl unbi ng, or electrical.

(c) Machinery and equipnent is "used directly” in a manufacturing
operation or research and devel opment operation if the machinery and
equi pnent :

(1) Acts upon or interacts with an item of tangible persona
property;

(1i1) Conveys, transports, handles, or tenporarily stores an itemof
tangi bl e personal property at the manufacturing site;

(ti1) Controls, guides, nmeasures, verifies, aligns, regulates, or
tests tangi bl e personal property;

(1v) Provides physical support for or access to tangi ble personal
property;

(v) Produces power for, or lubricates machi nery and equi pnent;

(vi) Produces another itemof tangible personal property for use in
t he manufacturing operation or research and devel opnent operation;

(vii) Places tangi bl e personal property in the container, package,
or wappi ng i n which the tangi bl e personal property is normally sold or
transported; or

(viii) Is integral to research and devel opnent as defined in RCW
82. 63. 010.

(d) "Manufacturing operation” neans the manufacturing of articles,
substances, or commodities for sale as tangi bl e personal property. The
manuf acturing operation begins at the point where the raw materials
enter the manufacturing site and ends at the point where the finished
product | eaves the manufacturing site. The term al so includes that
portion of a cogeneration project that is used to generate power for
consunption within the manufacturing site of which the cogeneration
project is an integral part. The termdoes not include the production
of electricity by a light and power business as defined in RCW
82.16. 010 other than conpetitive generating facilities in rural areas
or the preparation of food products on the prem ses of a person selling
food products at retail.

(e) "Cogeneration" neans the sinultaneous generation of electrical
energy and | ow grade heat fromthe sane fuel
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(f) "Research and devel opnent operation” neans engagi ng i n research
and devel opnment as defined in RCW 82.63.010 by a manufacturer or
processor for hire.

(g) "Conpetitive generating facilities" nmeans electrical generating
facilities that are conpeting as the | ow cost producers in the energy
mar ket and are not guaranteed a rate of return for any part of the
power they produce.

(h) "Rural areas" neans counties with population density of |ess
t han one hundred persons per square mle as determ ned annually by the
office of financial managenent and published by the departnent of
revenue.

M SCELLANEQUS

NEW SECTION. Sec. 19. Part headings used in this act are not any
part of the | aw

NEW SECTION.  Sec. 20. This act takes effect August 1, 1999.

NEW_ SECTI O\. Sec. 21. Section 18 of this act expires July 1,
2002.

NEW SECTI ON.  Sec. 22. Sections 2 through 6 and 11 of this act do
not affect any existing right acquired or liability or obligation under
t he sections anended or repealed in those sections or any rul e or order
adopted under those sections, nor does it affect any proceeding
i nstituted under those sections.

~-- END ---
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