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SUBSTI TUTE HOUSE BI LL 2460

AS AMENDED BY THE SENATE
Passed Legislature - 2000 Regul ar Session
St ate of WAshi ngt on 56th Legislature 2000 Regul ar Sessi on

By House Commttee on Appropriations (originally sponsored by
Represent ati ves Gonbosky, D. Sommers, Vel oria, Lovick, Kessler, Kenney,
Conway, Ogden, Murray, Schual -Berke, Stensen, Ednonds, Santos, Lantz,
Linville, Wod and Benson)

Read first tine . Referred to Commttee on

AN ACT Relating to community enpowernent zones; anending RCW
43. 63A. 700, 43.63A. 710, and 82.60.049; adding a new chapter to Title 43
RCW creating a new section; and recodifying RCW 43.63A 700 and
43. 63A. 710.

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

NEW SECTION. Sec. 1. (1) The legislature finds that:

(a) There are geographic areas wthin comunities that are
characterized by a | ack of enpl oynent opportunities, an average i ncone
level that is below the nedian incone level for the surrounding
community, a |lack of affordable housing, deteriorating infrastructure,
and a lack of facilities for comunity services, job training, and
educati on;

(b) Strategies to encourage reinvestnent in these areas by
assi sting local businesses to becone stronger and area residents to
gai n econom c power involve a variety of activities and partnerships;

(c) Reinvestnment in these areas cannot be acconplished with only
governnental resources and require a conprehensive approach that
integrates various incentives, prograns, and initiatives to neet the
econom ¢, physical, and social needs of the area;
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(d) Successful reinvestnent depends on a |l ocal governnent’s ability
to coordinate public resources in a cohesive, conprehensive strategy
that is designed to |l everage long-termprivate investnent in an area;

(e) Reinvestnent can strengthen the overall tax base through
i ncreased tax revenue from expanded and new business activities and
physi cal property inprovenent;

(f) Local governnents, in cooperation with area residents, can
provi de | eadership as well as planning and coordi nati on of resources
and necessary supportive services to address reinvestnent in the area;
and

(g) It is in the public interest to adopt a targeted approach to
revitalization and enlist the resources of all |evels of governnent,
the private sector, conmunity-based organizations, and conmunity
residents to revitalize an area.

(2) The legislature declares that the purposes of the community
enpower ment zone act are to:

(a) Encourage reinvestnent through strong partnerships and
cooperation between all |l evel s of governnent, comuni ty- based
organi zations, area residents, and the private sector;

(b) Involve the private sector and stinmulate private reinvestnent
t hrough the judicious use of public resources;

(c) Target governnental resources to those areas of greatest need;
and

(d) Include all Ilevels of governnment, community individuals,
organi zations, and the private sector in the policy-naking process.

NEW SECTI O\ Sec. 2. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se:

(1) "Area" nmeans a geographic area within a |ocal governnment that
is described by a close perineter boundary.

(2) "Community enpowernent zone" nmeans an area neeting the
requi renents of RCW 43.63A. 700 (as recodified by this act) and
officially designated by the director.

(3) "Departnent"” nmeans the departnment of conmmunity, trade, and
econom ¢ devel opnent .

(4) "Director"” nmeans the director of the departnent of comunity,
trade, and econom c devel opnent.

(5) "Local governnment" neans a city, code city, town, or county.

SHB 2460. SL p. 2
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Sec. 3. RCW43.63A 700 and 1994 sp.s. ¢ 7 s 702 are each anended
to read as foll ows:

(1) The departnent, in cooperation with the departnent of revenue,
the enploynent security departnent, and the office of financial
managenent, ((shalt)) may approve applications submtted by | ocal
governments for an area’s designation as a conmunity enpowernent zone
under this ((seetioen)) chapter. The application for designation shal
be in the form and manner and contain such information as the
departnment may prescribe, provided that the application ((fer
destgnatioen)) shall:

(a) Containinformation sufficient for the director to determne if
the criteria established in RCW43. 63A. 710 (as recodified by this act)
have been net((+)) .

(b) Be submitted on behalf of the |ocal government by its chief
el ected official, or, if none, by the governing body of the [ ocal
government ((+-)) .

(c) Contain a five-year community enpower ment plan that ((deseribes

a¥a 'a Fa' NN a¥a aYaaaalila aa A asaVa NNE aYaaaalila
/ A

local—governrent—wi-H—take —to—acquire—these—funds-)) neets the

requirenents of section 5 of this act; and
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(d) Certify that ((netghberheed)) area residents were given the
opportunity to participate in the developnent of the five-year

comunity enpowernment strategy required under (({fe)—ef——+this
subseet+on)) section 5 of this act.

(2) No | ocal gover nnment shal | subm t nore than two
((nerghberhoods)) areas to the departnent for possible designation as
a ((destgnated)) comunity enpowernent zone under this ((seet+on))
chapter.

(3)(a) ((Wthin—ninety—days—afterJandary—1—1994-)) The director
may designhate up to six ((destgnhrated)) community enpowernent zones,.

state-wide, from anong the applications ((eHgible)) submtted for
designation as a ((destgnated)) community enpowernent zone.

(b) The director shall nmake determ nations of designated community
enpower ment zones on the basis of the follow ng factors:

(1) The strength and quality of the | ocal governnent commtnents to
nmeet the needs identified in the five-year community enpowernent plan
requi red under ((t+hi+s)) section 5 of this act.

(1i) The level of private ((ecomtrepnts—by—prvate—entities))

sector commtnent of additional resources and contribution to the
((destgnated)) community enpowernment zone.

(ti1) The potential for revitalization of the area as a result of
desi gnation as a ((destgnated)) community enpowernent zone.

(iv) Oher factors the director deens necessary.

(c) The determ nation of the director as to the areas desi gnated as
communi ty enpower nent zones shall be final

(4) Except as provided in section 6 of this act, an area that was
designated a comunity enpowernent zone before January 1, 1996, under
this section, automatically and without additional action by the | ocal
governnment continues its designation under this chapter

(5) The departnment may not designate additional comunity
enpower nent zones after January 1, 2004, but nmay anend or rescind
desi gnation of comunity enpowernent zones in accordance with section
6 of this act.

Sec. 4. RCW43.63A 710 and 1994 sp.s. ¢ 7 s 703 are each anended
to read as foll ows:

(1) The director may not designate an area as a ((destgnated))
community enpowernent zone unless that area neets the follow ng
requi renents:

SHB 2460. SL p. 4
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(a) The area nust be designated by the |l egislative authority of the
| ocal governnent as an area to receive federal, state, and | ocal
assi stance designed to i ncrease econom c, physical, or social activity
in the area;

(b) The area nmust have at | east fifty-one percent of the househol ds
in the area with incones at or below eighty percent of the county’s
medi an i nconme, adjusted for househol d size;

(c) The average unenpl oynent rate for the area, for the nost recent
twel ve-nonth period for which data is avail able nust be at |east one
hundred twenty percent of the average unenpl oynment rate of the county;
and

(d) Afive-year community enpowernment plan for the area that neets
the requirenents of ((REWA43-63A700(H{ec)—and—as—Ffurther—definedby
the—direetor)) section 5 of this act nust be adopt ed.

(2) The director may establish, by rule, such other requirenents as
the director may reasonably determ ne necessary and appropriate to
assure that the purposes of this ((seetien)) chapter are satisfied.

(3) In determining if an area neets the requirenents of this
section, the director nmay consider data provided by the United States
bureau of the census fromthe nost recent census or any other reliable
data that the director determ nes to be acceptable for the purposes for
whi ch the data is used.

NEWSECTION. Sec. 5. (1) The five-year community enpowernent plan
requi red under RCW43. 63A. 700 (as recodified by this act) shall contain
information that describes the comrunity devel opnent needs of the
proposed comunity enpower nent zone and present a strategy for neeting
t hose needs. The plan shall address the foll ow ng categories:

(a) Housing needs for all economc segnents of the proposed
communi ty enpower nent zone

(b) Public infrastructure needs, such as transportation, water
sanitation, energy, and drainage and flood control;

(c) Oher public facilities needs, such as nei ghborhood facilities
or facilities for the provision of health, education, recreation,
public safety, and other services;

(d) Community econom c devel opnment needs, such as comercial and
industrial revitalization, job creation and retention considering the
unenpl oynment and underenpl oynent of area residents, accessibility to
financi al resources by area residents and busi nesses, investnent within
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the area, and other related conponents of comunity economc
devel opnent ; and

(e) Social service needs of residents in the proposed community
enpower ment zone.

(2) The | ocal governnent nust provide a description of its strategy
for nmeeting the needs identified in subsection (1) of this section. As
part of the community enpowernent zone strategy, the |ocal governnent
nmust identify the needs for which specific plans are currently in place
and the source of funds expected to be used. For the balance of the
area’ s needs, the local government nust identify the source of funds
expected to becone available during the next two-year period and
actions the |local governnment will take to acquire those funds.

(3) The local governnent nust submt an annual progress report to
t he departnent that details the extent to which the | ocal governnent is
working to neet the needs identified in the five-year community
enpower nent plan. |f applicable, the progress report nust al so contain
a discussion on the inpedinents to neeting the needs outlined in the
five-year community enpowernent plan. The departnent nust determ ne
the date the annual progress reports are due from each |ocal
gover nnent .

NEW SECTION. Sec. 6. (1) The ternms or conditions of a comrunity
enpower nent zone approved under this chapter may be anended to:

(a) Alter the boundaries of the comunity enpowernent zone; or

(b) Term nate the designation of a comunity enpowernent zone.

(2)(a) A request for an anendnment under subsection (1)(a) of this
section may not be in effect until the departnent issues an anended
designation for the comunity enpowernent zone that approves the
request ed anendnent. The | ocal governnent nust pronptly file with the
departnment a request for approval that contains information the
departnment deens necessary to evaluate the proposed changes and its
i npact on the area’s designation as a community enpower nent zone under
RCW43. 63A. 710 (as recodified by this act). The |Iocal government nust
hold at |east two public hearings on the proposed changes and incl ude
the information in its request for an anendnent to its comunity
enpower ment zone.

(b) The departnent shal |l approve or di sapprove a proposed anendnent
to a conmmunity enpowernment zone within sixty days of its receipt of a
request under subsection (1)(a) of this section. The departnent may

SHB 2460. SL p. 6
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not approve changes to a comunity enpowernent zone that are not in
conformty wth this chapter.

(3)(a) The termnation of an area’ s designation as a conmunity
enpower ment zone wunder subsection (1)(b) of this section is not
effective until the departnent issues a finding stating the reasons for
the term nation, which may include |ack of comm tnent of resources to
activities in the conmmunity enpowernent zone by the public, private,
and communi ty-based sectors. The |ocal governnment may file an appeal
to the departnent’s findings within sixty days of the notice to
term nate the area’ s designation. The departnment nust notify the | ocal
government of the results within thirty days of the filing of the
appeal .

(b) A termnation of an area’ s designation as a community
enpower ment zone has no effect on benefits previously extended to
i ndi vi dual busi nesses. The | ocal governnment may not commt benefits to
a business after the effective date of the termnation of an area’s
designation as a community enpowernent zone.

(4) The departnent may request applications fromlocal governnents
for designation as conmunity enpower nment zones under this chapter as a
result of a termnation of an area’ s designation as a conmunity
enpower nent zone under this section

NEW SECTI ON. Sec. 7. The departnent nust admi nister this chapter
and has the foll ow ng powers and duti es:

(1) To monitor the inplenentation of chapter . . ., Laws of 2000
(this act) and submt reports evaluating the effectiveness of the
programand any suggestions for | egislative changes to the governor and
| egi sl ature by Decenber 1, 2000;

(2) To develop evaluation and performance neasures for |ocal
governnments to neasure the effectiveness of the program at the | ocal
| evel on neeting the objectives of this chapter;

(3) To provide information and appropriate assistance to persons
desiring to locate and operate a business in a comunity enpowernent
zone;

(4) To work with appropriate state agencies to coordinate the
delivery of progranms, including but not limted to housing, conmunity

and econom ¢ devel opnent, small business assistance, social service,
and enploynent and training prograns which are carried on in a
comuni ty enpower nent zone; and

p. 7 SHB 2460. SL
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(5 To develop rules necessary for the admnistration of this
chapter.

NEW SECTI O\ Sec. 8. The admnistration of a comunity
enpower nent zone is under the jurisdiction of the |ocal governnent.
Each |local governnent nust, by ordinance, designate a community
enpower ment zone adm nistrator for the area designated as a community
enpowerment zone that is wthin its jurisdiction. A comunity
enpower ment zone adm nistrator nmust be an officer or enployee of the
| ocal governnment. The conmmunity enpowernent zone admnistrator is the
Iiaison between the |ocal governnent, the departnment, the business
community, and |abor and community-based organizations within the
communi ty enpower nent zone

NEW SECTION. Sec. 9. This chapter nay be known and cited as the
Washi ngton community enpower nent zone act.

NEW SECTI ON.  Sec. 10. Sections 1, 2, and 5 through 9 of this act
constitute a new chapter in Title 43 RCW

NEW SECTI ON.  Sec. 11. RCW43.63A 700 and 43. 63A. 710, as anended
by this act, are each recodified as sections in chapter 43.-- RCW
(sections 1, 2, and 5 through 9 of this act).

NEW SECTION. Sec. 12. If any part of this act is found to be in
conflict wwth federal requirenments that are a prescribed condition to
the allocation of federal funds to the state, the conflicting part of
this act is inoperative solely to the extent of the conflict and with
respect to the agencies directly affected, and this finding does not
affect the operation of the remainder of this act inits application to
t he agenci es concerned. Rul es adopted under this act nust neet federal
requi renents that are a necessary condition to the recei pt of federal
funds by the state.

*Sec. 13. RCW82.60.049 and 1999 c¢ 164 s 304 are each anended to
read as foll ows:

(1) For the purposes of this section:

(a) "Higible area” al so means a desi gnated conmunity enpower nent
zone approved before January 1, 2000, under RCW43. 63A 700 or a county

SHB 2460. SL p. 8
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(b) "Eligible investment project” al so means an i nvest ment proj ect
in an eligible area as defined in this section.

(2) In addition to the provisions of RCW82. 60. 040, the depart nent
shall issue a sales and use tax deferral certificate for state and
l ocal sal es and use taxes due under chapters 82. 08, 82.12, and 82. 14
RCW on each el igi bl e i nvestment project that is |ocated in an eligi bl e
area, if the applicant establishes that at the tinme the project is
operational ly conpl et e:

(a) The applicant will hire at |east one qualified enploynent
posi tion for each seven hundred fifty t housand dol | ars of investment on
which a deferral is requested; and

(b) The positions will be filled by persons who at the time of hire
are residents of the conmunity enpowerment zone in which the project is
located. As used in this subsection, "resident” means t he person makes
his or her home in the conmunity enpowerment zone. A mailing address
alone is insufficient to establish that a person is a resident for the
purposes of this section. The persons nust be hired after the date the
application is filed with the department.

(3) Al other provisions and eligibility requirements of this
chapter apply to applicants eligible under this section.

(4) If a person does not nmeet the requirements of this section by
t he end of the cal endar year followi ng the year in which the project is
certified as operationally conplete, all deferred taxes are i nmedi atel y
due.

*Sec. 13 was vetoed. See nmessage at end of chapter.

NEW SECTI O\ Sec. 14. 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.

Passed the House March 9, 2000.

Passed the Senate March 9, 2000.

Approved by the Governor March 30, 2000, with the exception of
certain itens that were vetoed.

Filed in Ofice of Secretary of State March 30, 2000.

Note: Governor’s explanation of partial veto is as foll ows:

"I amreturning herewith, w thout ny approval as to section 13,
Substitute House Bill No. 2460 entitl ed:

p. 9 SHB 2460. SL
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"AN ACT Relating to community enpowernent zones;"

This legislation will open the Community Enmpowernment Zone (CEZ)
application process, so that a new zone may be desi gnated. Businesses
| ocated in the zone will be eligible for tax exenptions, helping to

strengthen the econony in a distressed area of our state.

Section 13 of this bill would have anended the original | aw so that
the new CEZ woul d be treated differently, and not be eligible to offer
t he sal es and use tax exenptions available to all other CEZ s. The new
zone would be able to provide only business and occupations tax
exenptions, thereby greatly reducing its effectiveness.

| fully support the bill’s provisions to open the application
process, particularly now that we have renewed interest from the
eastern part of our state. | want to give these communities a chance
to apply for a CEZ designation that will be on an equal footing with

t he existing zones.

For these reasons, | have vetoed section 13 of Substitute House
Bill No. 2460.

Wth the exception of section 13, Substitute House Bill No. 2460 is
approved. "

SHB 2460. SL p. 10



