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ENGROSSED SECOND SUBSTI TUTE SENATE BI LL 5594

AS AMENDED BY THE HOUSE
Passed Legislature - 1999 Regul ar Session
St ate of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on

By Senate Commttee on WAays & Means (originally sponsored by Senators
Rasnmussen, T. Sheldon, Prentice, Fairley and Wnsley; by request of
Gover nor Locke)

Read first tinme 03/05/99.

AN ACT Relating to enhancing economic vitality; amending RCW
43.160. 010, 43.160. 020, 43. 160. 060, 43.160. 070, 43. 160. 900, 43. 160. 200,
43.180. 160, 82.60.020, 82.60.040, 82.60.070, 82.62.010, 82.62.030,
43.168. 010, 43.168.020, 43.168.110, 43.168. 120, 43.17.250, 43.155. 070,
70. 146. 070, and 43.131.386; reenacting and anendi ng RCW 43. 160. 076
adding a new section to chapter 43.63A RCW adding a new section to
chapter 82.60 RCW adding a new section to chapter 82.62 RCW adding a
new section to chapter 43. 168 RCW creating new sections; repealing RCW
43. 160. 212; repealing 1997 ¢ 367 s 11, 1995 c 226 s 8, 1993 c 316 s 7,
and 1991 ¢ 314 s 33 (uncodified); providing an effective date; and
provi di ng an expiration date.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:
NEW SECTI ON. Sec. 1. The legislature finds that while

Washi ngton’ s econony i s currently prospering, econom c grow h conti nues
to be uneven, particularly as between netropolitan and rural areas.

This has created in effect two WAshingtons. One afflicted by
i nadequate infrastructure to support and attract investnent, another
suffering from congestion and soaring housing prices. In order to

address these problens, the legislature intends to use resources

p. 1 E2SSB 5594. SL



N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

strategically to build on our state’'s strengths while addressing
threats to our prosperity.

PART |
RURAL ECONOM C DEVELOPMENT

Enhanced Flexibility for Use of Community Econom c
Revitalization Board Funds

Sec. 101. RCW 43.160.010 and 1996 ¢ 51 s 1 are each anended to
read as foll ows:

(1) The legislature finds that it is the public policy of the state
of Washington to direct financial resources toward the fostering of
econom ¢ devel opnent through the stinulation of investnment and job
opportunities and the retention of sustainable existing enploynment for
the general welfare of the inhabitants of the state. Reduci ng
unenpl oynment and reducing the tinme citizens remain jobless is inportant
for the economc welfare of the state. A valuable neans of fostering
econom ¢ devel opnent is the construction of public facilities which
contribute to the stability and growh of the state’s econom c base.
Strengthening the economic base through issuance of industrial
devel opnment bonds, whet her single or unbrella, further serves to reduce
unenpl oynent . Consol idating issues of industrial devel opnent bonds
when feasi ble to reduce costs additionally advances the state’ s purpose
to i nprove economc vitality. Expenditures nade for these purposes as
authorized in this chapter are declared to be in the public interest,
and constitute a proper use of public funds. A community econom c
revitalization board is needed which shall aid the devel opnent of
econom c opportunities. The general objectives of the board should
i ncl ude:

(a) Strengthening the econom es of areas of the state which have
experienced or are expected to experience chronically high unenpl oynent
rates or bel ow average growh in their econom es;

(b) Encouraging the diversification of the economes of the state
and regions within the state in order to provide greater seasonal and
cyclical stability of income and enpl oynent;

(c) Encouraging wi der access to financial resources for both | arge
and smal | industrial devel opnent projects;

E2SSB 5594. SL p. 2
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(d) Encouragi ng new econom ¢ devel opnent or expansions to maximnm ze
enpl oynent ;

(e) Encouraging the retention of viable existing firns and
enpl oynent ; and

(f) Providing incentives for expansi on of enploynent opportunities
for groups of state residents that have been | ess successful relative
to other groups in efforts to gain permanent enpl oynent.

(2) The legislature also finds that the state’'s economc
devel opnment efforts can be enhanced by, in certain instances, providing

funds to inprove state hi ghways ((+a—the—vieinity—oef—new)), county

roads, or city streets for industries considering |ocating or expanding

inthis state ((er—exstingitndustriesthatare—econsideringstgniitecant
expansi-on) ).

(a) The legislature finds it desirable to provi de a process wher eby
the need for diverse public works inprovenents necessitated by planned
econom ¢ devel opnent can be addressed in a tinely fashion and with
coordi nation anong all responsible governnmental entities.

Al ((sueh)) transportation inprovenents on state hi ghways nust first
be approved by the state transportation comm ssion and the comrmunity
economc revitalization board in accordance wth the procedures
established by RCW 43.160.074 and 47.01. 280. ((H—s—Further—the

Htent—of—thetegistature—that—sueh+nproverents—not—jeopardtze—any

Hproverents—))
(3) The legislature also finds that the state’'s economc

devel opnent efforts can be enhanced by, in certain instances, providing
funds to assist devel opnent of telecommunications infrastructure that
supports business developnent, retention, and expansion in rural
natural resources inpact areas and rural counties of the state.

(4) The legislature also finds that the state’'s economc
devel opment efforts can be enhanced by providing funds to inprove
mar kets for those recyclable materials representing alarge fraction of
the waste stream The legislature finds that public facilities which

p. 3 E2SSB 5594. SL
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result in private construction of processing or remanufacturing
facilities for recyclable materials are eligible for consideration from
t he board.

((4))) (5) The legislature finds that sharing economc growth
state-wide is inportant to the welfare of the state. Rural counties
and rural natural resources inpact areas do not share in the economc
vitality of the Puget Sound region. The ability of these communities
to pursue business and job retention, expansion, and devel opnent
opportunities depends on their capacity to ready necessary economc
devel opnent project plans, sites, permts, and infrastructure for
private investnents. Proj ect-specific planning, predevelopnent, and
infrastructure ((+s—ene—of—several)) are critical ingredients ((that
are—e+ri+t+eal)) for econom c devel opnent. Rural counties and rural
natural resources inpact areas generally |lack ((the—+nfrastructure))
t hese necessary tools and resources to diversify and revitalize their
economes. It is, therefore, the intent of the | egislature to increase

the (( 1 abil -’ I hel ' deinf |
Aatural—+esourcet+rpact—areas)) anount of funding avail abl e through the

comunity economc revitalization board for rural counties and rural
natural resources inpact areas, and to authorize flexibility for
available resources in these areas to help fund planning,
predevel opnent, and construction costs of infrastructure and facilities
and sites that foster economc vitality and diversification.

Sec. 102. RCW 43.160.020 and 1997 ¢ 367 s 8 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) "Board" neans the community econom c revitalization board.

(2) "Bond" neans any bond, note, debenture, interimcertificate, or
ot her evidence of financial indebtedness issued by the board pursuant
to this chapter

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

(4) "Financial institution" nmeans any bank, savings and | oan
association, credit union, developnent credit corporation, insurance
conpany, investnent conpany, trust conpany, savings institution, or
other financial institution approved by the board and maintaining an
office in the state.

E2SSB 5594. SL p. 4
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(5) "I ndustri al devel opnent facilities"” means "industrial
devel opnent facilities" as defined in RCW 39. 84. 020.

(6) "Industrial devel opnent revenue bonds" neans t ax-exenpt revenue
bonds used to fund industrial developnment facilities.

(7) "Local government"™ or "political subdivision" neans any port
district, county, city, town, special purpose district, and any ot her
muni ci pal corporations or quasi-nunicipal corporations in the state
providing for public facilities under this chapter.

(8) "Sponsor" neans any of the follow ng entities which customarily
provi de service or otherwise aid in industrial or other financing and
are approved as a sponsor by the board: A bank, trust conpany, savings
bank, investnent bank, national banking association, savings and | oan
associ ation, building and |oan association, credit union, insurance
conpany, or any other financial institution, governmental agency, or
hol di ng conpany of any entity specified in this subsection.

(9) "Unbrella bonds" neans industrial devel opnent revenue bonds
from which the proceeds are |oaned, transferred, or otherw se nade
available to two or nore users under this chapter

(10) "User"™ neans one or nore persons acting as | essee, purchaser,
nort gagor, or borrower under a financing docunent and receiving or
applying to receive revenues from bonds issued under this chapter.

(11) "Public facilities" neans a project of a |ocal governnent for
the planning, acquisition, construction, repair, reconstruction,
replacenent, rehabilitation, or inprovenent of bridges, roads, donestic
and i ndustrial water, earth stabilization, sanitary sewer, stormsewer,
railroad, electricity, tel ecomunications, transportation, natural gas,
bui l di ngs or structures, and port facilities, all for the purpose of
job creation, job retention, or job expansion.

(12) "Rural county" neans a county with a population density of
fewer than one hundred persons per square nile as determ ned by the

office of financial nmnagenent.

(13) "Rural natural resources inpact area" neans:

(a) A nonnetropolitan county, as defined by the 1990 decennia
census, that neets three of the five criteria set forth in subsection
((£3))) (14) of this section;

(b) A nonnetropolitan county with a popul ation of less than forty
thousand in the 1990 decennial census, that neets two of the five
criteria as set forth in subsection ((+3))) (14) of this section; or

p. 5 E2SSB 5594. SL
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(c) A nonurbani zed area, as defined by the 1990 decenni al census,
that is located in a netropolitan county that neets three of the five
criteria set forth in subsection ((33))) (14) of this section

((£3))) (14) For the purposes of designating rural natural
resources inpact areas, the following criteria shall be considered:

(a) A lunber and wood products enploynent |ocation quotient at or
above the state average;

(b) A commercial salnon fishing enploynent | ocation quotient at or
above the state average;

(c) Projected or actual direct |unber and wood products job | osses
of one hundred positions or nore;

(d) Projected or actual direct comrercial salnon fishing job | osses
of one hundred positions or nore; and

(e) An unenploynent rate twenty percent or nore above the state
average. The counties that neet these criteria shall be determ ned by
the enpl oynent security departnment for the nost recent year for which

data is avail able. For the purposes of adm nistration of prograns
under this chapter, the United States post office five-digit zip code
delivery areas wll be wused to determne residence status for

eligibility purposes. For the purpose of this definition, a zip code
delivery area of which any part is ten mles or nore froman urbani zed
area i s consi dered nonurbani zed. A zip code totally surrounded by zip
codes qualifying as nonurbanized under this definition is also
consi der ed nonur bani zed. The office of financial managenent shall make
available a zip code listing of the areas to all agencies and
or gani zati ons providing services under this chapter.

Sec. 103. RCW 43.160.060 and 1996 ¢ 51 s 5 are each anended to
read as foll ows:

The board is authorized to make direct loans to political
subdi vi sions of the state for the purposes of assisting the political
subdivisions in financing the cost of public facilities, including
devel opnent of | and and inprovenents for public facilities, project-
specific environnental, capital facilities, land use, permtting,
feasibility and marketing studies and plans; project design, site
pl anni ng, and anal ysis; project debt and revenue inpact analysis; as
well as the construction, rehabilitation, alteration, expansion, or
i nprovenent of the facilities. A grant may also be authorized for
pur poses designated in this chapter, but only when, and to the extent

E2SSB 5594. SL p. 6
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that, a loan is not reasonably possible, giventhe |limted resources of
the political subdivision and the finding by the board that ((ungue))

financial circunstances ((extst——TFhe—board—shall—noet—obligate—nore
than—twenty—perecent—of i+tsbiennialapproepriatienas—grants)) require

grant assistance to enable the project to nove forward.

Application for funds shall be made in the formand manner as the
board may prescribe. |In making grants or | oans the board shall conform
to the follow ng requirenents

(1) The board shall not provide financial assistance:

(a) For a project the primary purpose of whichis to facilitate or
pronote a retail shopping devel opnent or expansion.

(b) For any project that evidence exists would result in a
devel opment or expansi on that woul d di spl ace existing jobs in any ot her
community in the state.

(c) For the acquisition of real property, including buildings and
other fixtures which are a part of real property.

(2) The board shall only provide financial assistance:

(a) For those projects which would result in specific private
devel opnents or expansions (i) in manufacturing, production, food
processi ng, assenbly, warehousing, advanced technol ogy, research and
devel opnent , and industrial di stribution; (1i) for processing
recyclable materials or for facilities that support recycling,
i ncl udi ng processes not currently provided in the state, including but
not limtedto, de-inking facilities, m xed waste paper, plastics, yard
wast e, and probl em waste processing; (iii) for manufacturing facilities
that rely significantly on recyclable materials, including but not
limted to waste tires and m xed waste paper; (iv) which support the
rel ocation of busi nesses from nondistressed wurban areas to
((eistressed)) rural counties or rural natural resources inpact areas;
or (v) which substantially support the trading of goods or services
outside of the state’s borders.

(b) For projects which it finds will inprove the opportunities for
t he successful maintenance, establishnent, or expansion of industrial
or commercial plants or will otherwise assist in the creation or

retention of |ong-termeconom c opportunities.

(c) Wien the application includes convincing evidence that a
specific private devel opnent or expansion is ready to occur and wll
occur only if the public facility inprovenent is made.

(3) The board shall prioritize each proposed project according to.

p. 7 E2SSB 5594. SL
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(a) The relative benefits provided to the community by the jobs the
project would create, not just the total nunber of jobs it would create
after the project is conpleted and according to the unenpl oynent rate
in the area in which the jobs woul d be | ocat ed((—-As+oenrgas—there+s

I W, ‘i ol . I I : I i Lable.
he | i I : I . . I .t hei Fority))
and

(b) The rate of return of the state’s investnent, that includes the
expected increase in state and | ocal tax revenues associated with the
proj ect .

(4) A responsible official of the political subdivision shall be
present during board deliberations and provide information that the
board requests.

Before any financial assistance application is approved, the
political subdivision seeking the assistance nust denonstrate to the
community econom c revitalization board that no other tinely source of
funding is available to it at costs reasonably simlar to financing
avai l able fromthe community economic revitalization board.

Sec. 104. RCWA43.160.070 and 1998 c¢ 321 s 27 (ReferendumBill No.
49) are each anended to read as foll ows:

Public facilities financial assistance, when authorized by the
board, is subject to the follow ng conditions:

(1) The noneys in the public facilities construction |oan revol ving
account and the distressed county public facilities construction |oan
account shall be used solely to fulfill commtnents arising from
financi al assistance authorized in this chapter or, during the 1989-91
fiscal biennium for econom c devel opnent purposes as appropriated by
the legislature. The total outstandi ng anount which the board shal
di spense at any tine pursuant to this section shall not exceed the
noneys avail able fromthe accounts. The total anmount of outstanding
financial assistance in Pierce, King, and Snohom sh counties shall
never exceed si xty percent of the total amount of outstanding financi al
assi stance di sbursed by the board under this chapter w thout reference
to financial assistance provided under RCW 43. 160. 220.

(2) On contracts made for public facilities |oans the board shal
determ ne the interest rate which | oans shall bear. The interest rate
shall not exceed ten percent per annum The board may provide
reasonable ternms and conditions for repaynent for |oans, including

E2SSB 5594. SL p. 8
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partial forgiveness of |oan principal and interest paynents on projects
|located in rural counties or rural natural resources inpact areas, as
the board determ nes. The | oans shall not exceed twenty years in
dur ati on.

(3) Repaynents of loans made from the public facilities
construction |oan revolving account under the contracts for public
facilities construction | oans shall be paid into the public facilities
construction | oan revol ving account. Repaynents of | oans made fromthe
di stressed county public facilities construction | oan account under the
contracts for public facilities construction |oans shall be paid into
the distressed county public facilities construction |oan account.
Repaynents of |oans from noneys from the new appropriation from the
publ i ¢ wor ks assi stance account for the fiscal bienniumendi ng June 30,
1999, shall be paid into the public works assistance account.

(4) When every feasible effort has been nade to provide | oans and
| oans are not possible, the board may provide grants upon finding that
uni que circunstances exi st.

Sec. 105. RCWA43.160.076 and 1998 c 321 s 28 (ReferendumBill No.
49) and 1998 ¢ 55 s 4 are each reenacted and anended to read as
fol | ows:

(1) Except as authorized to the contrary under subsection (2) of
this section, from all funds available to the board for financial
assistance in a biennium under this chapter wthout reference to
financi al assistance provided under RCW 43.160. 220, the board shal
spend at |east seventy-five percent for financial assistance for
projects in ((eistressed)) rural counties or rural natural resources
I npact areas. ( (Fer—purpoeses—of—this—seetion—theterm—distressed

Ces" i nelud _ hi el I I I :
I : I I bef I . hi el
L . : ‘i ol . . il ed. I I
state—unenployrent—for—thoseyears—bytwenty—pereent—))

(2) If at any tinme during the last six nmonths of a bienniumthe
board finds that the actual and antici pated applications for qualified
projects in ((éistressed)) rural counties or rural natural resources
inpact areas are clearly insufficient to use up the seventy-five
percent allocation under subsection (1) of this section, then the board
shal | estimate the anmount of the insufficiency and during the remai nder
of the biennium may use that anmount of the allocation for financia

p. 9 E2SSB 5594. SL
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assi stance to projects not located in ((éistressed)) rural counties or
rural natural resources inpact areas.

(((3)—Fhis—section—exptres—June—30,—2000-))

*Sec. 106. RCW43. 160. 900 and 1993 ¢ 320 s 8 are each amended to
read as foll ows:

(1) The community econonic revitalization board shall report to the
appropri ate standing conm ttees of the legislature biennially on the
i npl ementation of this chapter. The report shall include information
on the number of applications for community econom c revitalization
board assi stance, the number and types of projects approved, the grant
or |loan anount awarded each project, the projected number of jobs
created or retained by each project, the actual nunber of jobs created
or retained by each project, the ampunt of state and | ocal tax revenue
generated by projects funded under this chapter, the number of

del i nquent | oans, and the nunmber of project term nations. The report
may al so include additional performance neasures and recomrendations
for programmtic changes. The first report shall be subnitted by
Decenber 1, 1994.

(2) The joint |egislative audit and revi ew conmmittee shall conduct
per f ormance revi ews on the effecti veness of the programadm ni st ered by

t he board under this chapter. The conmittee may contract for services

to conduct the performance reviews. The costs for the perfornmance

reviews shall be paid from repaynents of principal and interest on

loans made under this chapter. The performance reviews shall be

submitted to the appropri ate conmittees of the | eqgi sl ature by Decenber

1, 2000, Decenber 1, 2004, and Decenber 1, 2008.

*Sec. 106 was vetoed. See nessage at end of chapter

Sec. 107. RCW 43.160.200 and 1996 ¢ 51 s 9 are each anended to
read as foll ows:

(1) The econom c devel opnment account is created wwthin the public
facilities construction loan revolving fund under RCW 43.160. 080.
Moneys in the account may be spent only after appropriation.
Expendi tures fromthe account may be used only for the purposes of RCW
43. 160. 010((3))) (5) and this section. The account is subject to
al | ot ment procedures under chapter 43.88 RCW

(2) Applications under this section for assistance from the
econom ¢ devel opnent account are subject to all of the applicable

E2SSB 5594. SL p. 10
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criteria set forth under this chapter, as well as procedures and
criteria established by the board, except as otherw se provided.

(3) Eligible applicants under this section arelimted to political
subdi visions of the state in rural natural resources inpact areas

+adustr+es)) and rural counties.

(4) Applicants nust denonstrate that their request is part of an
econom ¢ devel opnent plan consistent with applicable state planning
requi renents. Applicants nust denonstrate that tourismprojects have
been approved by the |ocal governnent. I ndustrial projects nust be
approved by the local governnent and the associate devel opnent
or gani zati on.

(5) Publicly owned projects may be financed under this section upon
proof by the applicant that the public project is a necessary conponent
of, or constitutes in whole, a tourism project.

(6) Applications nust denonstrate |local match and participation.
Such match may include: Land donation, other public or private funds
or both, or other means of local commtnent to the project.

(7) Board financing for project-specific environnental, capita
facilities, land use, permtting, feasibility and marketing studi es and
pl ans; project engineering, design, and site planning and anal ysis; and
project debt and revenue inpact analysis shall not exceed ((t+wenty—
f+ve)) fifty thousand doll ars per study. Board funds for ((feastbity
studies)) these purposes nmay be provided as a grant and require a
((deHHar—For—doHar)) match ((wth—up—teo—enre—halt—tn-kind—mateh
aHowed) ) .

(8) Board financing for tourism projects shall not exceed two
hundred fifty thousand doll ars. QG her public facility construction
projects under this section shall not exceed ((fve-hundredthousand))
one mllion dollars. Loans with flexible terns and conditions to neet
the needs of the applicants shall be provided. Grants may al so be
aut hori zed, but only when, and to the extent that, a loan is not
reasonably possible, given the limted resources of the political
subdi vi si on

(9) The board shall devel op guidelines for allowable |ocal match

and ((feastbiHty——studies)) planning and predevel opnent activities.

p. 11 E2SSB 5594. SL
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(10) The board may allow de minims general system.inprovenents to
be funded if they are critically linked to the viability of the
econonm ¢ _devel opnent project assisted under this section.

(11) Applications under this section need not denonstrate evidence
that specific private devel opment or expansion is ready to occur or
wi Il occur if funds are provided.

(((xH)) (12) The board shall establish guidelines for providing
financi al assistance under this section to ensure that the requirenents
of this chapter are conplied with. The guidelines shall include:

(a) A process to equitably conpare and eval uate applications from
conpeting comunities.

(b) Criteria to ensure that approved projects will have a high
probability of success and are likely to provide |ong-term econonic
benefits to the community. The criteria shall include: (i) A m ninum

anount of | ocal participation, determ ned by the board per application,
to verify community support for the project; (ii) an analysis that
establ i shes the project is feasibl e using standard econom c princi pl es;
and (iii) an explanation fromthe applicant regarding how the project
is consistent with the communities’ econom c strategy and goal s.

(c) A nmethod of evaluating the inpact of the financial assistance
on the econony of the community and whether the financial assistance
achi eved its purpose.

PART 1|1
HOUSI NG

| ncreasi ng the Housi ng Finance Comm ssion’s Debt Limt

*Sec. 201. RCWA43.180. 160 and 1996 ¢ 310 s 2 are each anended to
read as foll ows:

The total anmpunt of outstanding i ndebt edness of the conm ssion may
not exceed ((t+wp)) three billion dollars at any time. The cal cul ation
of out st andi ng i ndebt edness shall include the initial principal anmpunt
of an issue and shall not include interest that is either currently
payabl e or that accrues as a part of the face ampunt of an issue
payabl e at maturity or earlier redenption. Qutstanding indebtedness
shall not include notes or bonds as to which the obligation of the
conmi ssi on has been sati sfied and di scharged by refundi ng or for which
paynent has been provided by reserves or ot herw se.

E2SSB 5594. SL p. 12
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*Sec. 201 was vetoed. See nessage at end of chapter

NEW SECTION.  Sec. 202. A new section is added to chapter 43.63A
RCWto read as foll ows:

The departnent shall establish and admnister a "one-stop
cl eari nghouse" to coordi nate state assi stance for growers and nonprofit
organi zations in developing housing for agricultural enployees.
Growers, housing authorities, and nonprofit organizations shall have
di rect access to the one-stop clearinghouse. The departnent one-stop
cl eari nghouse shal |l provi de assi stance on pl anni ng and desi gn, buil di ng
codes, tenporary worker housing regulations, financing options, and
managenent to growers and nonprofit organizations interested in
farmvorker construction. The departnment one-stop clearinghouse shal
al so provide educational materials and services to |ocal governnent
authorities on Washington state | aw concerni ng farmwrker housi ng.

PART |11
DI STRESSED AREA TAX | NCENTI VES
Di stressed Area Sal es and Use Tax Deferral

Sec. 301. RCW 82.60.020 and 1996 ¢ 290 s 4 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” nmeans a person applying for a tax deferral under
this chapter.

(2) "Departnment” means the department of revenue.
(3) "Eligible area" neans((:——Fa)—A—~county—in—which—the—average

a¥a a aVa' a aVa' a N A N N
\/ O v, \/ O A C
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subseet+on)) a county with fewer than one hundred persons per square
mle as determ ned annually by the office of financial managenent and
publ i shed by the departnent of revenue effective for the period July
1st through June 30th.

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

) an investnent project in an eligible area as defined in
subsection (3)((fa—b)+—Fe)—Ffe)r—oer—H)r)) of this section((:—e+

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 sanme 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.

E2SSB 5594. SL p. 14
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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 all activities of a comercial or
i ndustrial nature wherein labor or skill is applied, by hand or

machi nery, to materials so that as a result thereof a new, different,
or wuseful substance or article of tangible personal property is
produced for sale or comercial or industrial use and shall include the
production or fabrication of specially made or custom nade articles.
"Manuf acturi ng" al so includes conputer progranmm ng, the production of
conputer software, and other conputer-related services, and the
activities performed by research and devel opnent |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"” nmeans all newindustri al
and research fixtures, equipnent, and support facilities that are an

p. 15 E2SSB 5594. SL
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integral and necessary part of a manufacturing or research and
devel opment operation. "Qualified machinery and equi pnent” incl udes:
Conputers; 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, "commercial sales" excludes sales 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 mllion dollars.

Sec. 302. RCW 82. 60. 040 and 1997 c¢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)—fta—(h)+Fe)—F(e)y—or—-H+
b——+s—tecated—tn—an—ebgtble—area—as—detHnred—+nr—RCW

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

Sec. 303. RCW 82.60.070 and 1995 1st sp.s. ¢ 3 s 9 are each
anended to read as foll ows:

E2SSB 5594. SL p. 16
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: I i I od o of L
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 succeedi ng cal endar years. The
report shall contain information, as required by the departnment, 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 imredi ately assessed and
payabl e.

(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 : e od ; : Litied |

poest+t+oens)), the anmount of deferred taxes outstanding for the project
shal | be i medi ately due.

p. 17 E2SSB 5594. SL
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{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 nmade 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.

((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) Machi nery and equi pnmrent which at the tinme of first use would
have qualified for exenption under RCW 82. 12. 02565.

NEW SECTION. Sec. 304. A new section is added to chapter 82.60
RCWto read as foll ows:

(1) For the purposes of this section:

(a) "Eligible area” al so neans a designated conmunity enpower nent
zone approved under RCW 43.63A. 700 or a county containing a community
enpower ment zone.

(b) "Eligible investnent project” al so neans an i nvestnent project
in an eligible area as defined in this section.

(2) In addition to the provisions of RCW82. 60. 040, the departnent
shall issue a sales and use tax deferral certificate for state and
| ocal sales and use taxes due under chapters 82.08, 82.12, and 82.14
RCW on each eligible investnment project that is |ocated in an eligible
area, if the applicant establishes that at the time the project is
operationally conpl ete:

(a) The applicant will hire at l|east one qualified enploynent
position for each seven hundred fifty thousand dollars of investnent on
which a deferral is requested; and

(b) The positions will be filled by persons who at the tine of hire
are residents of the community enpower nent zone in which the project is

E2SSB 5594. SL p. 18
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| ocated. As used in this subsection, "resident" nmeans the person nmakes
his or her hone in the conmmunity enpowernent zone. A mailing address
alone is insufficient to establish that a person is a resident for the
pur poses of this section. The persons nust be hired after the date the
application is filed with the departnent.

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

(4) If a person does not neet the requirenents of this section by
the end of the cal endar year follow ng the year in which the project is
certified as operationally conplete, all deferred taxes are i nmedi ately
due.

Di stressed Area Business and Occupation Tax Job Credit

Sec. 305. RCW 82.62.010 and 1996 ¢ 290 s 5 are each amended to
read as foll ows:

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” means the department of revenue.
(3) "Eligible area" neans((—+Fa)—A—county—+n—whichthe—average

a¥a a aVa' a aV¥a' a N AN N N
\/ O D \/ ', AT 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
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eligible area at a specific facility, provided the applicant’s average
full-time qualified enpl oynent positions at the specific facility wll
be at |l east fifteen percent greater in the year for which the credit is
being sought than the applicant’s average full-tinme qualified
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 |ight 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 all activities of a comercial or
i ndustrial nature wherein labor or skill is applied, by hand or
machi nery, to materials so that as a result thereof a new, different,
or wuseful substance or article of tangible personal property is
produced for sale or comercial or industrial use and shall include the
production or fabrication of specially made or custom nade articles.
"Manuf acturi ng" al so includes conputer progranmm ng, the production of
conputer software, and other conputer-related services, and the
activities performed by research and devel opnent |aboratories and
commercial testing | aboratories.

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

(7) "Qualified enploynent position" neans a permanent 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. 306. RCW 82. 62. 030 and 1997 c¢c 366 s 5 are each anended to
read as foll ows:
(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

E2SSB 5594. SL p. 20
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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 or to
di spl ace existing jobs in any community in the state.

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

NEW SECTION.  Sec. 307. A new section is added to chapter 82.62
RCWto read as foll ows:

(1) For the purposes of this section "eligible area”" also neans a
desi gnated community enpower nent zone approved under RCW 43. 63A. 700.

(2) An eligible business project |located within an eligible area as
defined in this section qualifies for a credit under this chapter for
t hose enpl oyees who at the tine of hire are residents of the comunity
enpower ment zone in which the project is located, if the fifteen
percent threshold is nmet. As used in this subsection, "resident"” neans

p. 21 E2SSB 5594. SL
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t he person makes his or her hone in the conmunity enpower nent zone. A
mai | i ng address alone is insufficient to establish that a person is a
resident for the purposes of this section.

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

PART |V
ECONOM C VI TALI TY COW TTEE

*NEWSECTIQ\N. Sec. 401. (1) The | egi sl ature shall establish an ad
hoc economic devel opnent group to analyze potential economc
devel opnent projects of state-wide significance and recomend
appropri ate adm ni strative or |egislative actions.

(2) The group shall include one representative each from the
department of comunity, trade, and econom c devel opment, the
department of agriculture, and t he departnent of revenue as well as two
representati ves fromrural econom c devel opment councils appoi nted by
the I egi sl at ure.

(3) The group shall pronpote econom c devel opnent and business
di versification throughout the state with special attention given to
the economic difficulties of rural counties.

(4) In order to expedite coordinated responses, the governor may
direct the group to meet on an energency basi s when projects of state-
wi de significance ari se.

(5) The department of community, trade, and econom c devel opnent
shall establish criteria to determi ne whether a project neets the
standards of a "project of state-wi de significance." These criteria
may i ncl ude such economi c i ndi cators as | ocal unenpl oyment and per sonal
incone | evel s and project scope indicators such as the assessed val ue
of the project in relation to the assessed val ue of the county.

*Sec. 401 was vetoed. See nessage at end of chapter.

PART V
RURAL WASHI NGTON LOAN FUND

Sec. 501. RCW 43. 168. 010 and 1985 ¢ 164 s 1 are each anended to

read as foll ows:
The legislature finds that:

E2SSB 5594. SL p. 22
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(1) The econom c health and well-being of the state, particularly
in areas of high unenpl oynment, econom c stagnation, and poverty, is of
substanti al public concern.

(2) The consequences of mnimal economc activity and persistent
unenpl oynment and underenpl oynent are serious threats to the safety,
health, and welfare of residents of these areas, decreasing the val ue
of private investnents and jeopardi zing the sources of public revenue.

(3) The econom ¢ and soci al interdependence of communities and the
vitality of industrial and economc activity necessitates, and is in
part dependent on preventing substantial dislocation of residents and
rebuil ding the diversification of the areas’ econony.

(4) The ability to renmedy problens in stagnant areas of the state
i s beyond the power and control of the regulatory process and i nfl uence
of the state, and the ordi nary operations of private enterprise w thout
addi tional governnental assistance are insufficient to adequately
remedy the problens of poverty and unenpl oynent.

(5 The revitalization of depressed comunities requires the
stinmulation of private investnent, the devel opnment of new business
ventures, the provision of capital to ventures sponsored by | ocal
organi zations and capable of growh in the business markets, and
assi stance to viable, but under-financed, small businesses in order to
create and preserve jobs that are sustainable in the | ocal econony.

Therefore, the legislature declares there to be a substantial
publ i c purpose in providing capital to pronote econom ¢ devel opnent and
job creation in areas of economc stagnation, unenploynent, and
poverty. To acconplish this purpose, the |egislature hereby creates
the rural Washington ((state—develeprent)) | oan fund ((eemmttee)) and
vests in the ((eemmttee)) departnment of community, trade, and econom c
devel opnent the authority to spend federal funds to stinulate the
econony of distressed areas.

Sec. 502. RCW 43.168.020 and 1996 ¢ 290 s 3 are each anended to
read as foll ows:

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

(1) (("Committee” means the Vashington
comm-ttee—

2y)) "Departnent” neans the departnent of comunity, trade, and
econom ¢ devel opnent .

p. 23 E2SSB 5594. SL
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((3))) (2) "Director"” nmeans the director of comunity, trade, and
econom ¢ devel opnent .

((4))) (3) "Distressed area" neans: (a) A rural county; (b) a
county whi ch has an unenpl oynent rate which is twenty percent above the
state average for the imediately previous three years; (({b)})) (c) a
county that has a nedi an household incone that is |ess than seventy-
five percent of the state nedian household incone for the previous
three years; ((£€¢))) (d) a netropolitan statistical area, as defined by
the office of federal statistical policy and standards, United States
departnment of commerce, in which the average | evel of unenpl oynent for
the calendar year immediately preceding the year in which an
application is filed under this chapter exceeds the average state
unenpl oynent for such cal endar year by twenty percent; (({&))) (e) an
area within a county, which area: (i) |Is conposed of conti guous census
tracts; (ii) has a m ni mum popul ati on of five thousand persons; (iii)
has at | east seventy percent of its famlies and unrel ated i ndividual s
with inconmes below eighty percent of the county’ s nedian inconme for
famlies and unrel ated individuals; and (iv) has an unenploynent rate
which is at least forty percent higher than the county’s unenpl oynent
rate; or ((€fe))) (f) a county designated as a rural natural resources
i npact area under RCW43.31.601 if an application is filed by July 1,
1997. For purposes of this definition, "famlies and unrelated
i ndi vi dual s" has the sane nmeaning that is ascribed to that termby the
federal departnment of housing and urban devel opnent in its regul ations
authorizing action grants for econom c devel opnent and nei ghbor hood
revitalization projects.

((65))) (4) "Fund" neans the rural Washi ngton ((state-developrent))
| oan fund.

((6))) (5) "Local developnent organization” nmeans a nonprofit
organi zati on which i s organi zed to operate within an area, denonstrates
a coomtnent to a long-standing effort for an econom c devel opnent
program and nakes a denonstrable effort to assist in the enpl oynent of
unenpl oyed or underenpl oyed residents in an area.

((6H)) (B6) "Project” neans the establishnment of a new or expanded

business in an area which when conpleted wll provide enploynent
opportunities. "Project” also neans the retention of an existing
business in an area which when conpleted wll provide enploynent

opportunities.
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(7) "Rural county" neans a county with a popul ation density of
fewer that one hundred persons per square nmile as deternined by the

office of financial nmnagenent.

NEW SECTION. Sec. 503. A new section is added to chapter 43.168
RCWto read as foll ows:

In addition to the requirenents of RCW 43.168. 050, the depart nent
shal |, subject to applicable federal funding criteria, give priority to
applications that capitalize or recapitalize an existing or new | ocal
revol ving fund based on criteria established by the departnent.

Sec. 504. RCW43.168.110 and 1992 ¢ 235 s 11 are each anended to
read as foll ows:

There is established the rural Washington ((state—developrent))
| oan fund which shall be an account in the state treasury. Al |oan
paynments of principal and interest which are transferred under RCW
43. 168. 050 shall be deposited into the account. Moneys in the account
may be spent only after |egislative appropriation for |oans under this
chapter. Any expenditures of these noneys shall conformto federa
| aw.

Sec. 505. RCW 43.168.120 and 1987 c 461 s 6 are each anended to
read as foll ows:

(1) The ((eemwmttee)) departnent shall develop guidelines for
((develeprent)) rural Washington | oan funds to be used to fund exi sting
econom ¢ devel opnent revolving |oan funds. Consi deration shall be
given to the selection process for grantees, loan quality criteria,
| egal and regul atory issues, and ways to mnimze duplication between
((develoeprent)) rural Washington loan funds and |ocal economc
devel opnment revol ving | oan funds.

(2) If it appears that all of the funds appropriated to the
((developrent—oean)) fund for a bienniumwi |l not be fully granted to
| ocal governnments within that biennium the ((eemmttee)) departnent
may nmake available up to twenty percent of the eighty percent of the
funds available to projects in distressed areas under RCW
43.168.050((€9)y)) (10) for grants to local governnents to assist
exi sting econom c devel opnent revol ving | oan funds i n di stressed ar eas.
The grants to local governnents shall be utilized to make loans to
busi nesses that neet the specifications for |oans under this chapter.
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The | ocal governnents shall, to the extent permtted under federal |aw,
agree to convey to the ((develeprent—toean)) fund the principal and
interest paynents fromexisting |oans that the | ocal governnents have
made t hrough their revol ving | oan funds. Under circunstances where the
federal |aw does not permt the ((eemmttee)) departnent to require
such transfer, the ((eemmttee)) departnent shall give priority to
applications where the applicants on their own volition nmake
commtnments to provide for the transfer.

PART Vi
PUBLI C FACI LI TI ES GRANTS AND LQOANS

Sec. 601. RCWA43.17.250 and 1991 sp.s. ¢ 32 s 25 are each anended
to read as foll ows:

(1) Whenever a state agency i s considering awardi ng grants or | oans
for a county, city, or town planning under RCW 36. 70A. 040 to finance
public facilities, it shall consider whether the county, city, or town
((t+hat—s)) requesting the grant or |oan ((+s—apartyto—-a—county—w-de

planning—peHey—exists)) has adopted a conprehensive plan and

devel opnent requl ations as required by RCW 36. 70A. 040.

(2) When reviewing conpeting requests from counties, cities, or
towns planning under RCW 36.70A.040, a state agency considering
awardi ng grants or loans for public facilities shall accord additional
preference to those counties, cities, or towns that have adopted a
conprehensive plan and devel opnent requlations as required by RCW
36. 70A. 040. For the purposes of the preference accorded in this
section, a county, city, or town planning under RCW 36.70A.040 is
deened to have satisfied the requirenents for adopting a conprehensive
pl an _and devel opnent regulations specified in RCW 36.70A.040 if the
county, city, or town:

(a) Adopts or has adopted a conprehensive plan and devel opnent
regulations within the tinme periods specified in RCW 36. 70A. 040;

(b) Adopts or has adopted a conprehensive plan and devel opnent
regul ations before submtting a request for a grant or loan if the
county, city, or town failed to adopt a conprehensive plan and/or

E2SSB 5594. SL p. 26



© 00 N O Ol WDN P

NNNNNNNRRRRRRRRRR
o O A W NP O OO0 ~NO” OO A WDN PR O

27
28
29
30
31
32
33
34
35
36
37
38

devel opnent requlations within the tinme periods specified in RCW
36. 70A. 040; or

(c) Denonstrates substanti al progress toward adopting a
conprehensive plan or devel opnent requlations within the tinme periods
specified in RCW36. 70A. 040. A county, city, or town that is nore than
six nmonths out of conpliance with the tinme periods specified in RCW
36. 70A. 040 shall not be deened to denonstrate substantial progress for
purposes of this section.

(3) The preference specified in subsection (2) of this section
applies only to conpeting requests for grants or |oans from counties,
cities, or towns planning under RCW 36.70A. 040. A request from a
county, city, or town planning under RCW 36. 70A. 040 shall be accorded
no additional preference based on subsection (2) of this section over
a request from a county, city, or town not planning under RCW
36. 70A. 040.

(4) Whenever a state agency i s considering awardi ng grants or | oans
((to—a——speetal—dist+iet)) for public facilities to a special district
requesting funding for a proposed facility located in a county, city,
or town planning under RCW 36. 70A. 040, it shall consider whether the
county, city, or town in whose planning jurisdiction the proposed
facility is | ocated ((+s—apartytoa—county—w-deplanningpeHey—under
ROW-36-—70A210—+elating—tothetypeof publefaciityfor—whiehthe
grant—eor—toean—is—soeught)) has adopted a conprehensive plan and

devel opnent requl ations as required by RCW 36. 70A. 040 and shall apply
the preference specified in subsection (2) of this section and
restricted in subsection (3) of this section.

Sec. 602. RCW43.155.070 and 1997 ¢ 429 s 29 are each anended to
read as foll ows:

(1) To qualify for |loans or pledges under this chapter the board
must determne that a |ocal governnent neets all of the follow ng
condi ti ons:

(a) The city or county nust be inposing a tax under chapter 82.46
RCWat a rate of at |east one-quarter of one percent;

(b) The Il ocal governnent nust have devel oped a |l ong-term plan for
financi ng public works needs; and

(c) The | ocal government nust be using all |ocal revenue sources
whi ch are reasonably available for funding public works, taking into
consi deration |l ocal enploynment and econonic factors((:—and)).
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((€))) (2) Except where necessary to address a public health need
or substantial environnental degradation, a county, city, or town
( (that—s—+equired—or—chooeses—to—plan)) planning under RCW 36. 70A. 040
must have adopted a conprehensive plan ((+r—eenfoerrmance—wth—the

N N N
\/ \/ \/

including a capital facilities plan elenent, and devel opnent
regul ations as required by RCW 36. 70A. 040. This subsection does not
require any county, city, or town planning under RCW 36.70A 040 to
adopt a conprehensi ve pl an or devel opnent regul ati ons before requesting
or receiving a loan or loan guarantee under this chapter if such
request is made before the expiration of the tinme periods specified in
RCW 36. 70A. 040. A county, city, or town planni ng under RCW 36. 70A. 040
whi ch has not adopted a conprehensive plan and devel opnent reqgul ati ons
within the tinme periods specified in RCW36. 70A. 040 is not prohibited
from receiving a loan or |oan guarantee under this chapter if the
conprehensi ve plan and devel opnent regul ati ons are adopted as required
by RCW 36.70A. 040 before submtting a request for a loan or |oan
guar ant ee.

(3) In considering awarding | oans for public facilities to speci al
districts requesting funding for a proposed facility located in a
county, city, or town planning under RCW 36.70A. 040, the board shal
consider whether the county, city, or town planning under RCW
36. 70A. 040 in whose planning jurisdiction the proposed facility is
| ocat ed has adopted a conprehensi ve pl an and devel opnent requl ati ons as
requi red by RCW 36. 70A. 040.

((£2)) (4) The board shall develop a priority process for public
wor ks projects as provided in this section. The intent of the priority
process is to maxi m ze the val ue of public works projects acconplished
W th assistance under this chapter. The board shall attenpt to assure
a geographi cal balance in assigning priorities to projects. The board
shall consider at least the followng factors in assigning a priority
to a project:

(a) Whether the |local governnent receiving assistance has
experienced severe fiscal distress resulting fromnatural disaster or
energency public works needs;
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(b) Whether the project is critical in nature and would affect the
health and safety of a great nunber of citizens;

(c) The cost of the project conpared to the size of the |oca
government and anount of | oan noney avail abl e;

(d) The nunber of communities served by or funding the project;

(e) Whether the project is located in an area of hi gh unenpl oynent,
conpared to the average state unenpl oynent;

(f) Whether the project is the acquisition, expansion, inprovenent,
or renovation by a | ocal government of a public water systemthat is in
violation of health and safety standards, including the cost of
extendi ng existing service to such a system

(g) The relative benefit of the project to the comunity,
considering the present | evel of economc activity in the community and
the existing local capacity to increase local economc activity in
comunities that have | ow econom c growt h; and

(h) Oher criteria that the board consi ders advi sabl e.

((3y)) (5) Existing debt or financial obligations of |ocal
governnments shall not be refinanced under this chapter. Each | oca
government applicant shall provide docunentation of attenpts to secure
additional local or other sources of funding for each public works
project for which financial assistance is sought under this chapter.

((4))) (6) Before Novenber 1 of each year, the board shall devel op
and submt to the appropriate fiscal coomttees of the senate and house
of representatives a description of the Iloans mnade under RCW
43. 155. 065, 43.155.068, and subsection ((A)) (9) of this section
during the preceding fiscal year and a prioritized list of projects
which are recommended for funding by the legislature, including one
copy to the staff of each of the commttees. The list shall include,
but not be limted to, a description of each project and recomrended
financing, the terns and conditions of the | oan or financial guarantee,
the | ocal government jurisdiction and unenpl oynent rate, denonstration
of the jurisdiction’s critical need for the project and docunentation
of local funds being used to finance the public works project. The
list shall also include neasures of fiscal capacity for each
jurisdiction recommended for financial assistance, conpared to
authorized limts and state averages, including |ocal governnment sales
taxes; real estate excise taxes; property taxes; and charges for or
t axes on sewerage, water, garbage, and other utilities.
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((65))) (7). The board shall not sign contracts or otherw se
financially obligate funds from the public works assistance account
before the | egislature has appropriated funds for a specific |ist of
public works projects. The legislature nmay renove projects fromthe
list recommended by the board. The legislature shall not change the
order of the priorities recommended for funding by the board.

((66))) (8) Subsection ((€£5))) (7) of this section does not apply
to | oans made under RCW43. 155. 065, 43. 155. 068, and subsection ((A))
(9) of this section.

((6H)) (9 (a) Loans made for the purpose of capital facilities
pl ans shall be exenpted from subsection (({5))) (7) of this section
In no case shall the total amount of funds utilized for capital
facilities plans and energency |oans exceed the limtation in RCW
43. 155. 065.

(b) For the purposes of this section "capital facilities plans”
means t hose pl ans required by the growt h nmanagenent act, chapter 36. 70A
RCW and pl ans required by the public works board for | ocal governnments
not subject to the growth managenent act.

((8))) (10) To qualify for loans or pledges for solid waste or
recycling facilities wunder this chapter, a city or county nust
denonstrate that the solid waste or recycling facility is consistent
with and necessary to inplenent the conprehensive solid waste
managenent plan adopted by the city or county under chapter 70.95 RCW

Sec. 603. RCW70.146.070 and 1997 c 429 s 30 are each anmended to
read as foll ows:

(1) When meking grants or l|oans for water pollution control
facilities, the departnment shall consider the follow ng:

((2»)) (a) The protection of water quality and public health;

((2)) (b) The cost to residential ratepayers if they had to
finance water pollution control facilities wthout state assistance;

((63))) (c) Actions required under federal and state permts and
conpl i ance orders;

(((4r)) (d) The level of local fiscal effort by residential
rat epayers since 1972 in financing water pollution control facilities;

((65))) (e) The extent to which the applicant county or city, or if
t he applicant is another public body, the extent to which the county or
city in which the applicant public body is |ocated, has established
prograns to mtigate nonpoint pollution of the surface or subterranean
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wat er sought to be protected by the water pollution control facility
named in the application for state assistance; and

((6£6)y)) (f) The recommendati ons of the Puget Sound action team and
any other board, council, conmm ssion, or group established by the
| egi slature or a state agency to study water pollution control issues
in the state.

(2) Except where necessary to address a public health need or
substanti al environnental degradation, a county, city, or town ((that
ts—regqut+red—or—chooses—toplan)) planning under RCW36. 70A. 040 nmay not
receive a grant or loan for water pollution control facilities unless
it has adopted a conprehensive plan ((+ar—econformance—wth—the

. e el | : e od t] I

including a capital facilities plan elenent, and devel opnent
regul ations as required by RCW 36. 70A.040. This subsection does not
require any county, city, or town planning under RCW 36.70A 040 to
adopt a conprehensi ve pl an or devel opnent regul ati ons before requesting
or receiving a grant or | oan under this chapter if such request is mde
before the expiration of the tine periods specified in RCW36.70A. 040.
A county, city, or town planning under RCW 36.70A. 040 which has not
adopted a conprehensive plan and devel opnent requlations within the
tine periods specified in RCW 36.70A.040 is not prohibited from
receiving a grant or |loan under this chapter if the conprehensive plan
and devel opnent requl ations are adopted as required by RCW 36. 70A. 040
before submtting a request for a grant or | oan.

(3) Whenever the departnent is considering awardi ng grants or | oans
for public facilities to special districts requesting funding for a
proposed facility located in a county, city, or town pl anni ng under RCW
36. 70A. 040, it shall consider whether the county, city, or town
pl anning under RCW 36.70A.040 in whose planning jurisdiction the
proposed facility is |located has adopted a conprehensive plan and
devel opnent requlations as required by RCW 36. 70A. 040.

PART VI |
REPEALED SECTI ONS
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Sec. 701. RCW43.131.386 and 1997 ¢ 367 s 19 are each anended to
read as foll ows:

The follow ng acts or parts of acts, as now existing or hereafter
anended, are each repeal ed, effective June 30, 2001:

(1) RCW43.31.601 and 1997 ¢ 367 s 1, 1995 ¢ 226 s 1, 1992 c 21 s
2, & 1991 c 314 s 2,

(2) RCW43.31.641 and 1997 ¢ 367 s 6, 1995 c 226 s 4, 1993 c 280 s
50, & 1991 c 314 s 7;

(3) RCWH50.22.090 and ( (2995 226s5—1993€316s10—1992 ¢4+
s2—&1991€e315s4)) 1997 c 367 s 4;

(4) ((REW43-160-212and—1996¢ 1685 4—1995 ¢ 2265 6—&1993—¢
31655+

5))) RCW43.63A.021 and 1997 ¢ 367 s 5 & 1995 ¢ 226 s 11

((£6))) (5) RCW 43.63A.600 and 1995 c 226 s 12, 1994 c 114 s 1,
1993 ¢ 280 s 77, & 1991 c 315 s 23;

((£A)) (6) RCW 43.63A.440 and 1997 c 367 s 7, 1995 c 226 s 13,
1993 ¢ 280 s 74, & 1989 c 424 s 7;

((8)—REW43-160-200—-and—1995—€226516—1993—320s+—1993——¢
3165 4—& 199t ¢ 314523+

£9)Y)) (7) RCW 28B.50.258 and 1995 ¢ 226 s 18 & 1991 c 315 s 16;

((£36))) (8) RCW28B.50.262 and 1995 ¢ 226 s 19 & 1994 c¢ 282 s 3;

((£2D))) (9) RCW28B. 80.570 and 1997 ¢ 367 s 14, 1995 c 226 s 20,
1992 ¢ 21 s 6, & 1991 c 315 s 18;

((£22))) (10) RCW 28B. 80.575 and 1995 c¢ 269 s 1001, 1995 c 226 s
21, & 1991 c 315 s 19;

((£13))) (11) RCW28B. 80.580 and 1997 ¢ 367 s 15, 1995 c¢ 226 s 22,
1993 sp.s. ¢ 18 s 34, 1992 c 231 s 31, & 1991 c¢ 315 s 20;

((£24))) (12) RCW28B. 80.585 and 1995 ¢ 226 s 23 & 1991 ¢ 315 s 21;

((£35))) (13) RCW43.17.065 and 1995 c 226 s 24, 1993 c 280 s 37,
1991 ¢ 314 s 28, & 1990 1st ex.s. ¢ 17 s 77;

((£36))) (14) RCW 43.20A 750 and ((2995—+€226—s25—1993¢280——s
38—31992 ¢ 21 s 4,—& 1991 e153-s28)) 1997 c 367 s 16;

((£+9)) (15 RCWA43.168. 140 and 1995 ¢ 226 s 28 & 1991 ¢ 314 s 20;

((£38))) (16) RCWH50.12.270 and 1997 ¢ 367 s 17, 1995 c¢ 226 s 30,
& 1991 c¢ 315 s 3;

((£39)Y)) (17) RCWH50.70.010 and 1995 ¢ 226 s 31, 1992 c 21 s 1, &
1991 ¢ 315 s 5; and

((£26))) (18) RCWH50.70.020 and 1995 ¢ 226 s 32 & 1991 c¢ 315 s 6.
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NEW SECTION. Sec. 702. RCW 43.160.212 (Rural natural resources
i npact areas--Loans for public works facilities) and 1996 c 168 s 4,
1995 ¢ 226 s 6, 1993 c 316 s 5, 1992 ¢ 21 s 8, & 1991 ¢ 314 s 26 are
each repeal ed.

NEW SECTION. Sec. 703. 1997 c¢ 367 s 11, 1995 c 226 s 8, 1993 c
316 s 7, & 1991 c¢ 314 s 33 (uncodified) are each repeal ed.

PART VI ||
M SCELLANEQUS

NEW SECTI ON. Sec. 801. Part headi ngs and subheadi ngs used in this
act are not any part of the | aw

NEW SECTION.  Sec. 802. This act takes effect August 1, 1999.

NEW SECTION. Sec. 803. Sections 301 through 303, 305, 306, and
601 through 603 of this act do not affect any existing right acquired
or liability or obligation under the sections anended or repealed in
t hose sections or any rule or order adopted under those sections, nor
does it affect any proceeding instituted under those sections.

NEW SECTI ON. Sec. 804. 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 Senate April 24, 1999.

Passed the House April 24, 1999.

Approved by the Governor May 3, 1999, with the exception of certain
itenms that were vet oed.

Filed in OOfice of Secretary of State May 3, 1999.

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

"I amreturning herewith, wthout ny approval as to sections 106,
201 and 401, Engrossed Second Substitute Senate Bill No. 5594 entitl ed:

"AN ACT Rel ating to enhancing economc vitality;"

E2SSB 5594 is an ommi bus rural econom c devel opnment bill. Anmong
other things it will provide the Conmunity Econom c Revitalization
Board (CERB) with greater ability to fund new types of infrastructure
projects; it wll create the Rural Washington Loan Fund for nmaking
direct loans to business in eligible areas with federal noney; and it
will create a one-stop clearinghouse in the Departnent of Conmunity,
Trade and Econom c Devel opnent (CTED) for farmwrker housing.
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Section 106 of the bill would require the joint legislative audit
and review conmttee to conduct performance reviews of the program
adm ni stered by CERB. JLARC is an entity controlled by the
|l egislature, so it is unnecessary and unwise to dictate the work
schedul e of JLARC in statute. The |egislature can authorize funding
for such performance reviews any tine it believes they are warranted.

Section 201 of the bill is identical to section 2 of Engrossed
Senate Bill No. 5843 which | signed on April 28, 1999, and is
unnecessary.

Section 401 of the bill wuld establish an ad hoc economc
devel opnent group to analyze projects, nmake recommendations, and to
pronote econom c devel opnent and business diversification. The

menbership of the group is unclear, and | have concerns about violation
of the separation of powers doctrine. The group would be organi zed by
the |l egislature, but have control over executive agenci es. A process
already exists in CTED for wusing a simlar ad hoc groups.
Additionally, I wll be organi zing an econom c devel opnent sub- cabi net,
chaired by ny Chief of Staff, to provide greater input on projects of
stat ew de significance.

For these reasons, | have vetoed sections 106, 201 and 401 of
Engrossed Second Substitute Senate Bill No. 5594.

Wth the exception of sections 106, 201 and 401, Engrossed Second
Substitute Senate Bill No. 5594 is approved.™
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