0 N O O A W DN PP

10
11
12
13
14
15
16
17
18

Z-0098. 6

HOUSE BI LL 1734

St ate of WAshi ngt on 590th Legislature 2005 Regul ar Sessi on

By Representatives Mlintire and Chase; by request of Departnent of
Revenue

Read first tine 02/03/2005. Referred to Commttee on Fi nance.

AN ACT Relating to inproving consistency anong tax incentives
enacted during the 2003-2005 biennium anending RCW 82.63.010,
82.63. 020, 82.63.045, 82.60.020, 82.60.049, 82.60.060, 82.60.065,
82.60. 070, 82.60.100, 82.04.4483, 82.04.4484, 82.32.535, 82.32.545,
82.32.560, and 82.32.570; adding new sections to chapter 82.32 RCW
adding new sections to chapter 82.60 RCW creating a new section;
prescribing penalties; providing an effective date; and declaring an
emer gency.

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

NEW SECTION. Sec. 1. A new section is added to chapter 82.32 RCW
to read as foll ows:

(1) If the departnent finds that the failure of a taxpayer to file
an annual survey under RCW 82.04.4483, 82.04.4484, 82.32.535,
82.32. 545, 82.32.570, 82.32.560, 82.60.070, 82.62.050, or 82.63.020 by
the due date was the result of circunstances beyond the control of the
t axpayer, the departnent shall extend the time for filing the survey.
Such extension shall be for a period of thirty days fromthe date the
departnment issues its witten notification to the taxpayer that it
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qualifies for an extension under this section. The departnment may
grant additional extensions as it deens proper.

(2) I'n making a determ nati on whether the failure of a taxpayer to
file an annual survey by the due date was the result of circunstances
beyond the control of the taxpayer, the departnent shall be gui ded by
WAC 458-20-228 relating to the wai ver or cancellation of penalties when
the underpaynent or untinely paynent of any tax was due to
ci rcunst ances beyond the control of the taxpayer.

NEW SECTION. Sec. 2. A new section is added to chapter 82.32 RCW
to read as foll ows:

(1) Persons required to file surveys wunder RCW 82.04. 4483,
82.04. 4484, 82.32.535, 82.32.545, 82.32.570, 82.32.560, 82.60.070,
82.62.050, or 82.63.020 nust electronically file with the departnent
all surveys, returns, and any other forns or information the departnent
requires in an electronic format as provided or approved by the
departnent, unless the departnent grants relief under subsection (2) of
this section. As used in this section, "returns" has the sane neani ng
as "return” in RCW82.32. 050.

(2) Upon request, the departnment may relieve a person of the
obligations in subsection (1) of this section if the person's taxes
have been reduced a cunul ative total of |ess than one thousand dollars
in a calendar year fromall of the credits, exenptions, or preferential
busi ness and occupation tax rates, for which a person is required to
file an annual survey under RCW 82.04.4452, 82.04.4483, 82.04.4484,
82.32.535, 82.32.545, 82.32.570, 82.32.560, 82.60.070, 82.62.050, or
82. 63. 020.

(3) Persons who no longer qualify for relief under subsection (2)
of this section will be notified in witing by the departnent and nust
conply with subsection (1) of this section by the date provided in the
noti ce.

(4) Any survey, return, or any other formor information required
to be filed in an electronic format wunder subsection (1) of this
section is not filed until received by the departnent in an electronic
format.

Sec. 3. RCWB82.63.010 and 2004 ¢ 2 s 3 are each anended to read as
foll ows:
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Unl ess the context clearly requires otherwise, the definitions in
this section apply throughout this chapter.

(1) "Advanced conputing” nmeans technol ogi es used in the designing
and developing of conputing hardware and software, i ncl udi ng
i nnovations in designing the full spectrum of hardware from hand-hel d
cal cul ators to super conputers, and peripheral equipnent.

(2) "Advanced materials" neans materials with engi neered properties
created t hrough the devel opnent of specialized processing and synthesis
technol ogy, including ceramcs, high value-added netals, electronic
materials, conposites, polyners, and biomaterials.

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

(4) "Biotechnol ogy" neans the application of technol ogies, such as
reconbi nant DNA techniques, biochemstry, nolecular and cellular
bi ol ogy, genetics and genetic engi neering, cell fusion techniques, and
new bi oprocesses, using living organisnms, or parts of organisns, to
produce or nodify products, to inprove plants or animals, to devel op
m croorganisns for specific uses, to identify targets for smal
nmol ecul e pharnmaceuti cal devel opnent, or to transform bi ol ogi cal systens
into useful processes and products or to develop mcroorganisnms for
speci fic uses.

(5) "Departnent" neans the departnent of revenue.

(6) "Electronic device technology" neans technol ogies involving
m croel ectroni cs; sem conduct or s; el ectronic equi pnent and
i nstrunent ati on; radi o frequency, m crowave, and mllinmeter
el ectronics; optical and optic-electrical devices; and data and digital
communi cations and i magi ng devi ces.

(7) "Eligible investnment project" nmeans an investnent project which
either initiates a new operation, or expands or diversifies a current
operation by expandi ng, renovating, or equipping an existing facility.
The lessor or owner of the qualified building is not eligible for a
deferral unless:

(a) The wunderlying ownership of the buildings, mchinery, and
equi pnent vests exclusively in the sanme person; or

(b) (i) The lessor by witten contract agrees to pass the econon c
benefit of the deferral to the | essee;

(11) The | essee that receives the economc benefit of the deferral
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agrees in witing with the departnment to conplete the annual survey
requi red under RCW 82.63.020(2); and

(ti1) The econom c benefit of the deferral passed to the |essee is
no |l ess than the anmount of tax deferred by the |lessor and is evidenced
by witten docunentation of any type of paynent, credit, or other
financial arrangenent between the |essor or owner of the qualified
bui |l di ng and the | essee.

(8) "Environnental technology" neans assessnent and prevention of
threats or damage to human health or the environnment, environnental
cl eanup, and the devel opnent of alternative energy sources.

(9) "lInvestnent project” nmeans an investnment in qualified buildings
or qualified machinery and equipnent, including |abor and services
rendered in the planning, installation, and construction or inprovenent
of the project.

(10) "Person" has the neaning given in RCW82.04.030 and i ncl udes
state universities as defined in RCW 28B. 10. 016.

(11) "Pilot scale manufacturing" neans design, construction, and
testing of preproduction prototypes and nodels in the fields of
bi ot echnol ogy, advanced conputing, electronic device technology,
advanced materials, and environnental technology other than for
commercial sale. As used in this subsection, "commercial sale"
excl udes sal es 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.

(12) "Qualified buildings" nmeans construction of new structures
including parking facilities, and expansion or renovation of existing

structures for the purpose of increasing floor space or production
capacity, used for pilot scale manufacturing or qualified research and
devel opnent, including plant offices and other facilities that are an
essential or an integral part of a structure used for pilot scale
manufacturing or qualified research and developnent. |If a building is
used partly for pilot scale manufacturing or qualified research and
devel opnent, and partly for other purposes, the applicable tax deferra
shal| be determ ned by apportionnent of the costs of construction under
rul es adopted by the departnent.

(13) "Qualified machinery and equi pnrent"” neans fixtures, equipnent,
and support facilities that are an integral and necessary part of a
pilot scale manufacturing or qualified research and devel opnent
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operation. "Qualified machinery and equi pnent"” includes: Conputers;
sof t war e; dat a processi ng equi pnent ; | abor at ory equi pnent
instrunentation, and other devices used in a process of experinentation
to develop a new or inproved pilot nodel, plant process, product,
formula, invention, or simlar property; manufacturing conponents such
as belts, pulleys, shafts, and noving parts; nolds, tools, and dies;
vats, tanks, and fernenters; operating structures; and all other
equi pnent used to control, nonitor, or operate the machinery. For
purposes of this chapter, qualified machinery and equipnment nust be
either new to the taxing jurisdiction of the state or new to the
certificate holder, except that used nachinery and equi pnrent may be
treated as qualified machinery and equi pnent if the certificate hol der
either brings the machinery and equi pnent into Washi ngton or nekes a
retail purchase of the machinery and equipnment in Wshington or
el sewhere.

(14) "Qualified research and developnment” neans research and
devel opment perfornmed within this state in the fields of advanced
conputing, advanced nmaterials, bi ot echnol ogy, el ectronic device
t echnol ogy, and environnmental technol ogy.

(15) "Recipient" neans a person receiving a tax deferral under this

chapter.
(16) "Research and devel opnent” neans activities perfornmed to
di scover technological information, and technical and nonroutine

activities concerned with translating technological information into
new or inproved products, processes, techniques, fornulas, inventions,
or software. The term includes exploration of a new use for an
exi sting drug, device, or biological product if the new use requires
separate licensing by the federal food and drug adm nistration under
chapter 21, C F. R, as anended. The term does not include adaptation
or duplication of existing products where the products are not
substantially inproved by application of the technol ogy, nor does the
term include surveys and studies, social science and humanities
research, market research or testing, quality control, sale pronotion
and service, conputer software devel oped for internal use, and research
in areas such as inproved style, taste, and seasonal design.

(17)(a) "Initiation of construction" nmeans the date that a buil ding
permt is issued under the building code adopted under RCW 19.27.031
for:
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(1) Construction of the qualified building, if the underlying
ownership of the building vests exclusively with the person receiving
the econom c benefit of the deferral;

(1i) Construction of the qualified building, if the economc
benefits of the deferral are passed to a lessee as provided in
subsection (7) of this section; or

(iii1) Tenant inprovenents for a qualified building, if the economc
benefits of the deferral are passed to a lessee as provided in
subsection (7) of this section.

(b) "Initiation of construction” does not include soil testing,
site clearing and grading, site preparation, or any other related
activities that are initiated before the issuance of a building permt
for the construction of the foundation of the building.

(c) If the investnent project ((+s—a—phasedprojeet)) involves nore

than one qualified building, "initiation of construction"” shall apply
separately to each ((phase)) qualified building.

Sec. 4. RCW82.63.020 and 2004 ¢ 2 s 4 are each anended to read as
fol |l ows:

(1) Application for deferral of taxes under this chapter nust be
made before initiation of construction of, or acquisition of equipnent
or machinery for the investnent project. The application shall be nade
to the departnent in a form and manner prescribed by the departnent.
The application shall contain information regarding the [ocation of the
i nvestnent project, the applicant's average enploynent in the state for
the prior year, estimated or actual new enploynent related to the
project, estimated or actual wages of enployees related to the project,
estimated or actual costs, tinme schedules for conpletion and operation,
and other information required by the departnent. The departnent shal
rule on the application within sixty days.

(2)(a) The legislature finds that accountability and effectiveness
are inportant aspects of setting tax policy. In order to nake policy
choices regarding the best wuse of I|imted state resources the
| egi sl ature needs information on how a tax incentive is used.

(b) ((AppHeants—+or)) Recipients of a deferral of taxes under this
chapter shall ((agree—to——conplete—an)) file a conplete annual survey

with the departnent. If the economc benefits of the deferral are
passed to a | essee as provided in RCW 82.63.010(7), the |essee shal
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((agree—to—complete—the)) file a conplete annual survey wth the

departnent and the applicant is not required to file a conplete ((the))
annual survey. The survey is due by March 31st of the year follow ng
the cal endar year in which the investnment project is certified by the
departnment as having been operationally conplete and the seven
succeedi ng cal endar years. The departnent nmay extend the due date for
tinely filing annual surveys under this section, as provided in section
1 of this act. The survey shall include the anount of tax deferred,
the nunber of new products or research projects by general
classification, and the nunber of trademarks, patents, and copyrights
associ ated with activities at the investnent project. The survey shal
also include the followng information for enploynent positions in
Washi ngt on:

(i) The nunber of total enploynent positions;

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

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

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

(c) The departnment nmay request additional information necessary to
measure the results of the deferral program to be submtted at the
sane time as the survey.

(d) If arecipient of the deferral fails to file a conplete annual
survey required under this subsection by the date due or any extension
granted under section 1 of this act, the portion of deferred taxes that
need not be repaid for the previous calendar year according to the
schedule in RCW 82.63.045(2) shall be imedi ately due and payable. If
the economic benefits of the deferral are passed to a |essee as
provided in RCW82.63.010(7), the lessee is responsible for paynent to
the extent the lessee has received the economc benefit. The
departnment shall assess interest, but not penalties, on the deferred
t axes payable under this subsection. The interest shall be assessed at
the rate provided for delingquent excise taxes under chapter 82.32 RCW
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retroactively to the date of deferral, and shall accrue until the
deferred taxes are repaid.

(e) A recipient who nust repay deferred taxes under RCW
82.63.045(2) because the departnent has found that an investnent
project is used for purposes other than qualified research and
devel opnent or pilot scale manufacturing is no longer required to file
annual surveys under this section beginning on the date an investnent
project is used for nonqualifying purposes.

(f) Al information collected under this subsection, except the
anount of the tax deferral taken, is deened taxpayer information under
RCW 82. 32. 330 ( (anrd—+s—noet—diselosable)). Information on the amount of
tax deferral taken is not subject to the confidentiality provisions of
RCW 82. 32. 330 and may be disclosed to the public upon request.

(3) The departnent shall use the information fromthis section to
prepare sunmmary descriptive statistics by category. No fewer than
three taxpayers shall be included in any category. The depart nent
shall report these statistics to the |egislature each year by Septenber
1st.

(4) The departnment shall wuse the information to study the tax
deferral program authorized under this chapter. The departnent shal
report to the legislature by Decenber 1, 2009, and Decenber 1, 2013.
The reports shall neasure the effect of the program on job creation
the nunber of jobs created for Washington residents, conpany grow h,
the introduction of new products, the diversification of the state's
econony, growh in research and devel opnent investnent, the novenent of
firme or the consolidation of firnms' operations into the state, and
such other factors as the departnent selects.

Sec. 5. RCWB82.63.045 and 2004 ¢ 2 s 6 are each anended to read as
fol | ows:

(1) Except as provided in subsection (2) of this section, taxes
deferred under this chapter need not be repaid.

(2)((&&)) If, on the basis of a survey under RCW 82.63.020 or
other information, the departnent finds that an investnent project is
used for purposes other than qualified research and devel opnent or
pil ot scale manufacturing at any tinme during the cal endar year in which
the investnment project is certified by the departnment as having been
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operationally conpleted, or at any time during any of the seven
succeedi ng calendar years, a portion of deferred taxes shall be
i mredi ately due according to the foll ow ng schedul e:

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

(3) The departnent shall assess interest, but not penalties, on the

deferred taxes under subsection (2) of this section. The interest
shall be assessed at the rate provided for delinquent taxes under
chapter 82.32 RCW ((but—hot—penaltiess)) retroactively to the date of
deferral, and shall accrue until the deferred taxes are repaid. The
debt for deferred taxes will not be extinguished by insolvency or other
failure of the recipient. Transfer of ownership does not term nate the

deferral. The deferral is transferred((—subject—to—the—successor
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meettng)) if the new owner neets the eligibility requirenents of this
chapter, for the remaining periods of the deferral, and the new owner
agrees in witing to assune liability for paynent of any deferred taxes
under subsection (2) of this section. The original recipient of a
deferral that is transferred is not responsible for paynent of any
deferred tax under subsection (2) of this section for periods
subsequent to the transfer.

(4) Notwi t hstandi ng subsection (2) of this section, deferred taxes
on the follow ng need not be repaid:

(a) Machinery and equi pnent, and sales of or charges made for |abor
and services, which at the tinme of purchase would have qualified for
exenption under RCW 82. 08. 02565; and

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

Sec. 6. RCW82.60.020 and 2004 c 25 s 3 are each anended to read
as follows:

Unl ess the context clearly requires otherwise, 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 departnent of revenue.

(3) "Eligible area" neans a rural county as defined in RCW
82.14. 370.

(4)(a) "Eligible investnment project” neans an investnent project in
an eligible area as defined in subsection (3) of this section.

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

(1) The wunderlying ownership of the buildings, machinery, and
equi pnment vests exclusively in the sane person; or

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

(B) The | essee that receives the econom c benefit of the deferra
agrees in witing with the departnment to conplete the annual survey
requi red under RCW 82. 60. 070; and

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

(c) "Eligible investnment 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 (a) "lInitiation of construction” neans the date that a buil ding
permt is issued under the building code adopted under RCW 19.27.031
for:

(i) Construction of the qualified building, if the underlying
ownership of the building vests exclusively with the person receiving
the econom c benefit of the deferral;

(ii) Construction of the qualified building, if the econonmc
benefits of the deferral are passed to a lessee as provided in
subsection (4) of this section; or

(iii) Tenant inprovenents for a qualified building, if the economc
benefits of the deferral are passed to a lessee as provided in
subsection (4) of this section.

(b) "Initiation of construction” does not include soil testing,
site clearing and grading, site preparation, or any other related
activities that are initiated before the issuance of a building permt
for the construction of the foundation of the building.

(c) If the investnent project involves nore than one qualified
building, initiation of construction applies separately to each
qualified building.

(6) "lInvestnent project” nmeans an investnent in qualified buildings

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

((8y)) (7)) "Manufacturing" neans the sanme as defined in RCW
82. 04. 120. "Manufacturing” also includes conputer progranmng, the

production of conputer software, and other conputer-related services,
and the activities perfornmed by research and devel opnent | aboratories
and comrercial testing | aboratories.

p. 11 HB 1734
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((H)) (8) "Person" has the neaning given in RCW 82. 04. 030.

((8))) (9) "Qalified buildings" neans construction of new
structures including parking facilities, and expansion or renovation of
existing structures for the purpose of increasing floor space or
production <capacity, wused for manufacturing and research and
devel opnent activities, including plant offices and warehouses 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 |aboratory wused for manufacturing or research and
devel opment . If a building is used partly for manufacturing or
research and devel opnment and partly for other purposes, the applicable
tax deferral shall be determ ned by apportionment of the costs of
construction under rules adopted by the departnent.

((9)) (10) "Qualified enploynent position"™ neans a permnmanent
full-time enployee enployed in the eligible investnent project during
the entire tax year. The term "entire tax year" means a full-tine
position that is filled for a period of twelve consecutive nonths. The
term"full-time" neans at |east thirty-five hours a week, four hundred
fifty-five hours a quarter, or one thousand eight hundred twenty hours
a year.

((28)1)) (11) "Qualified machinery and equipnment” neans all new
industrial and research fixtures, equipnent, and support facilities
that are an integral and necessary part of a manufacturing or research
and devel opnent operation. "Qualified machinery and equipnent”
i ncludes: Conputers; software; data processing equi pnent; |aboratory
equi pnent ; manuf acturi ng conponents such as belts, pulleys, shafts, and
moving parts; nolds, tools, and dies; operating structures; and all
equi pnent used to control or operate the nmachinery.

((+)) (12) "Recipient" nmeans a person receiving a tax deferral
under this chapter

((22»)) (13) "Research and devel opnent” neans the devel opnent,
refinenment, 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
t he product, service, or process do not exceed one mllion dollars.

HB 1734 p. 12
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Sec. 7. RCW82.60.049 and 2004 c 25 s 5 are each anended to read
as follows:

(1) For the purposes of this section:

(a) "Eligible area"” al so neans a designated community enpower nent
zone approved under RCW 43. 31C. 020 or a county containing a community
enpower ment zone.

(b) "Eligible investnment project"” also nmeans an investnent project
in an eligible area as defined in this section.

(2) I'n addition to the provisions of RCW 82.60. 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 investnent project that is located in an eligible
area, if the applicant establishes that at the tinme the project is
operationally conplete:

(a) The applicant wll hire at least one qualified enploynment
position for each seven hundred fifty thousand dollars of investnent
for which a deferral is requested; and

(b) The positions will be filled by persons who at the tine of hire
are residents of the conmmunity enpowernent zone. As used in this
subsection, "resident" neans the person nekes his or her honme in the
communi ty enpowernent zone. A nmailing 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
t he departnent.

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

(4) The qualified enploynent position nust be filled by the end of
t he cal endar year followng the year in which the project is certified
as operationally conplete. If a person does not neet the requirenents
for qualified enploynent positions by the end of the second cal endar
year following the year in which the project 1is certified as
operationally conplete, all deferred taxes are imedi ately due. The
provi sions of section 9(3) of this act apply to the taxes payabl e under

thi s subsecti on.

Sec. 8. RCW82.60.060 and 2000 ¢ 106 s 5 are each anended to read
as follows:
(1) The recipient shall begin paying the deferred taxes in the
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third year after the date certified by the departnent as the date on
whi ch the construction project has been operationally conpleted. The
first paynment will be due on Decenber 31st of the third cal endar year
after such certified date, wth subsequent annual paynents due on
Decenber 31st of the followng four years with anmounts of paynent
schedul ed as foll ows:

Repayment Y ear % of Deferred Tax Repaid
10%
15%
20%
25%
30%

a A W N B

(2) The departnment may authorize an accel erated repaynent schedul e
upon request of the recipient.

(3) If, on the basis of a survey under RCW 82.60.070 or other
information, the departnment finds that an investnent project is not
eligible for tax deferral under this chapter, the anount of deferred
taxes outstanding for the project is imediately due and payabl e.

(4) Interest shall not be charged on any taxes deferred under this
chapter for the period of deferral, although all other penalties and
interest applicable to delinquent excise taxes may be assessed and
i nposed for delinquent paynents under this chapter. The debt for
deferred taxes will not be extinguished by insolvency or other failure
of the recipient. Transfer of ownership does not termnate the
deferral. The deferral is transferred, subject to the successor
nmeeting the eligibility requirenents of this chapter, for the remaining
periods of the deferral.

(5) This section applies to investnent projects that are not
eligible as of June 30, 2005, for tax deferrals granted under this
chapter before July 1, 2005.

NEW SECTION. Sec. 9. A new section is added to chapter 82.60 RCW
to read as foll ows:

(1) Except as provided in subsection (2) of this section, taxes
deferred under this chapter need not be repaid.

HB 1734 p. 14
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(2) If, on the basis of a survey under RCW 82.60.070 or other
information, the departnent finds that an investnment project is not
eligible for tax deferral under this chapter, a portion of deferred
taxes shall be imedi ately due and payabl e according to the foll ow ng
schedul e:

Year In Which
Ineligibility Occurs % of Deferred Taxes Due
1 100%
2 87.5%
3 75%
4 62.5%
5 50%
6 37.5%
7 25%
8 12.5%

(3) The departnent shall assess interest, but not penalties, on
anounts due under subsection (2) of this section. The interest shal
be assessed at the rate provided for delinquent taxes under chapter
82.32 RCW retroactively to the date of deferral, and shall accrue
until the deferred taxes due are repaid. The debt for deferred taxes
is not extinguished by insolvency or other failure of the recipient.
Transfer of ownership does not term nate the deferral. The deferral is
transferred, subject to the new owner neeting the eligibility
requirenments of this chapter, for the remaining periods of the
deferral, and the new owner agrees in witing to assune liability for
paynment of any deferred taxes under subsection (2) of this section
The original recipient of a deferral that is transferred is not
responsi ble for paynent of any deferred tax under subsection (2) of
this section for periods subsequent to the transfer.

(4) This section applies to all investnent projects eligible for
tax deferral under this chapter July 1, 2005, and thereafter.

(5) This section does not apply to, or authorize refunds for,
i nvestnment projects that are not eligible as of June 30, 2005, for tax
deferrals granted under this chapter before July 1, 2005.
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Sec. 10. RCW82.60.065 and 1995 1st sp.s. ¢ 3 s 8 are each anended
to read as foll ows:

Except as provided in RCW 82.60.060, section 9 of this act, and
82. 60. 070:

(1) Taxes deferred under this chapter on the sale or use of | abor
that is directly used in the construction of an investnent project for
which a deferral has been granted under this chapter after June 11,
1986, and prior to July 1, 1994, need not be repaid.

(2) Taxes deferred under this chapter on an investnent project for
which a deferral has been granted under this chapter after June 30,
1994, need not be repaid.

(3) Taxes deferred under this chapter need not be repaid on
machi nery and equi pnent 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.

Sec. 11. RCWS82.60.070 and 2004 ¢ 25 s 7 are each anended to read
as follows:

(1)(a) The legislature finds that accountability and effectiveness
are inportant aspects of setting tax policy. In order to nake policy
choices regarding the best wuse of I|imted state resources the
| egi sl ature needs information on how a tax incentive is used.

(b) Each recipient of a deferral granted under this chapter after
June 30, 1994, shall file a conplete ((anr)) annual survey with the
departnent. |If the econom c benefits of the deferral are passed to a
| essee as provided in RCW 82.60.020(4), the |essee shall ((agree—te
cormpletethe)) file a conplete annual survey and the applicant is not
required to file a conplete ((t+he)) annual survey. The survey is due
by March 31st of the year followng the calendar year in which the
investnment project is certified by the departnent as having been
operationally conplete and the seven succeedi ng cal endar years. The
departnment nmay extend the due date for tinely filing annual surveys
under this section, as provided in section 1 of this act. The survey
shal |l include the anmount of tax deferred, the nunber of new products or
research projects by general classification, and the nunber of
trademar ks, patents, and copyrights associated with activities at the
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i nvestnment project. The survey shall also include the follow ng
information for enploynment positions in Washi ngton:

(i) The nunber of total enploynent positions;

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

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

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

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

(d) Al information collected under this subsection, except the
anount of the tax deferral taken, is deenmed taxpayer information under
RCW 82. 32. 330 ( (anrd—+s—noet—diselosable)). Information on the anmount of
tax deferral taken is not subject to the confidentiality provisions of
RCW 82. 32. 330 and nay be disclosed to the public upon request.

(e) The departnent shall use the information fromthis section to
prepare sunmmary descriptive statistics by category. No fewer than
three taxpayers shall be included in any category. The depart nent
shall report these statistics to the |egislature each year by Septenber
1st.

(f) The departnent shall also use the information to study the tax
deferral program authorized under this chapter. The departnent shal
report to the legislature by Decenber 1, 20009. The report shall
measure the effect of the programon job creation, the nunber of jobs
created for residents of eligible areas, conpany growth, the
introduction of new products, the diversification of the state's
econony, growh in research and devel opnent investnent, the novenent of
firme or the consolidation of firnms' operations into the state, and
such other factors as the departnent selects.

(2)(({a) tf, on the basis of a survey under this section or other
- on—t4 I T I . . .

Liaible f of | I hi I 4 ¢ def I
" : I . hall bei i I e,
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b)y)) If a recipient of the deferral fails to file a conplete
((t+he)) annual survey required under subsection (1) of this section by
the date due, ((twelve—and—one-—half—percent—ofthedeferredtax)) the
portion of deferred taxes that need not be repaid for the previous
cal endar year according to the schedule in section 9(2) of this act
shall be imredi ately due and payabl e. If the econom c benefits of the
deferral are passed to a |essee as provided in RCW 82.60.020(4), the
| essee shall be responsible for paynent to the extent the | essee has
received the econom c benefit. The departnment shall assess interest,
but not penalties, on the deferred taxes payable under this subsection.
The interest shall be assessed at the rate provided for delinquent
exci se taxes under chapter 82.32 RCW retroactively to the date of
deferral, and shall accrue until the deferred taxes are repaid.

(3)  ({ Netwthstanding—any—other—subsection—ol—thts—section-

have—qualiedfor—exenption—under—ROM 8212 02565-)) A recipient who
nust repay deferred taxes under RCW 82.60.060(1) or section 9(2) of
this act because the departnent has found that an investnent project is
not eligible for tax deferral under this chapter is no |longer required
to file annual surveys under this section beginning on the date the
investnment project is not eligible for tax deferral under this chapter.

Sec. 12. RCW 82. 60. 100 and 1987 ¢ 49 s 1 are each anended to read
as foll ows:

Appl i cati ons( (—+reports—and—any—other—information)) received by
t he departnment under this chapter shall not be confidential ((ard—shat-

be—subjeet—to—diselosure)) under RCW 82. 32. 330.
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NEW SECTION. Sec. 13. A new section is added to chapter 82.60 RCW
to read as foll ows:

(1) Notw thstandi ng any other provision of this chapter, deferred
t axes need not be repaid on machinery and equi pnent 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.

(2) Notw thstanding any other provision of this chapter, deferred
taxes on the follow ng need not be repaid:

(a) Machinery and equi pnent, and sales of or charges made for |abor
and services, which at the tinme of purchase would have qualified for
exenpti on under RCW 82. 08. 02565; and

(b) Machi nery and equi pnent, which at the tine of first use would
have qualified for exenption under RCW 82. 12. 02565.

Sec. 14. RCW82.04.4483 and 2004 ¢ 25 s 1 are each anended to read
as follows:

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

(2) A person who partially or totally relocates a business from one
rural county to another rural county is eligible for any new qualifying
enpl oynent positions 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 rural county and the new qualified
enpl oynent position nust be located in the rural county.

(b) If an activity is conducted both from a rural county and
outside of a rural county, the credit is available if at |east ninety
percent of the qualifying activity is conducted within a rural county.
If the qualifying activity is a service taxable activity, the place
where the work is perforned is the place at which the activity is
conduct ed.
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(4)(a) The credit under this section shall equal one thousand
dollars for each new qualified enploynent position created after
January 1, 2004, 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 four years. The county nust neet
the definition of a rural county at the time the position is filled.
| f the county does not have a rural county status the follow ng year or
years, the position is still eligible for the remaining years if all
ot her conditions are net.

(b) Participants who clained credit wunder RCW 82.04.4456 for
qualified enploynent positions created before Decenber 31, 2003, are
eligible to earn credit for each year the position is maintained over
the subsequent consecutive years, for up to four years, which four
years include any years clainmed under RCW 82. 04. 4456. Those persons
who did not receive a credit under RCW 82. 04. 4456 before Decenber 31
2003, are not eligible to earn credit for qualified enploynent
positions created before Decenber 31, 2003.

(c) Credit is authorized for new enpl oyees hired for new qualified
enpl oynent positions created on or after January 1, 2004. New
qualified enploynent 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 wthout any enployees is equivalent to one
enpl oyee position and this type of business is eligible to receive
credit for one position.

(d) If a position is filled before July 1st, the position is
eligible for the full yearly credit for that calendar year. |If it is
filled after June 30th, the position is eligible for half of the credit
for that cal endar year.

(5 No application is necessary for the tax credit. The person
must keep records necessary for the departnent to verify eligibility
under this section. This information includes information relating to
description of qualifying activity conducted in the rural county and
outside the rural county by the person as well as detailed records on
positions and enpl oyees.

(6) Except as provided in subsection (9) of this section, if at any
time the departnent finds that a person is not eligible for tax credit
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under this section, the anmount of taxes for which a credit has been
clainmed shall be immediately due and payable. The departnent shal
assess interest, but not penalties, on the taxes ((fer)) against which
the ((person—+s—not—eHgible)) credit was clained. The interest shal
be assessed at the rate provided for delingquent excise taxes under
chapter 82.32 RCW ((shalt—be-assessed)) retroactively to the date the

tax credit was ((taken)) clained, and shall accrue until the taxes
((fe+)) against which a credit ((has—been—used)) was clained are
repai d.

(7) The credit under this section nmay be ((used)) clained agai nst
any tax due under this chapter, but in no case may a credit earned
during one cal endar year be carried over to be credited agai nst taxes
incurred in a subsequent calendar year. A person is not eligible to
receive a credit under this section if the person is receiving credit
for the sanme position under chapter 82.62 RCWor RCW 82.04.44525 or is
taking a credit under this chapter for information technol ogy hel p desk
services conducted froma rural county. No refunds nmay be granted for
credits under this section.

(8) Transfer of ownership does not affect credit eligibility.
However, the successive credits are available to the ((sueeesser)) new
owner for remaining periods in the five years only if the eligibility
conditions of this section are net.

(9)(a) A person ((taking)) claimng tax credits under this section
shall ((mweke—an)) file a conplete annual ((+epert—te)) survey with the
depart nent. The survey is due by March 31st following any year in
which a credit is clained. The departnent nmay extend the due date for
tinely filing annual surveys under this section, as provided in section
1 of this act.

(b) The ((+epert)) survey shall ((be+n—atetterformandshatt))
include the followng information about the person: {( { Nenvber—ot

it e bei Lai )
(i) Type of activity in which the person is engaged in the
county((+)) L
(ii) How I ong the person has been located in the county((—and)) ;.
(iii) Taxpayer name; and
(iv) Taxpayer registration nunber. ((Fhe+report—rust—befiledby

Janvary—30th—efb—each—year—fFor—whi-eh—eredi-t—was—elatmed—during—the
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I ¢ oot . ntained.))

(c) The survey shall also include the followng information for
enpl oynent positions in WAshi ngton:

(i) The nunber of total enploynent positions;

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

(iii) The nunber of enploynent positions according to the follow ng
wage bands: Less than thirty thousand dollars; thirty thousand dollars
or greater, but less than sixty thousand dollars; and sixty thousand
dollars or greater. A wage band containing fewer than three
individuals may be conbined with anot her wage band; and

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

(d) The departnment nmay request additional information necessary to
determne eliqgibility for the tax credit under this section, to be
submtted at the sane tine as the survey.

(e) Al information collected under this subsection, except for the
total anmpunt of the tax credit clained under this section, is deened
taxpayer infornmation under RCW 82.32.330. The anpbunt of tax credit
clained is not subject to the confidentiality provisions of RCW
82.32.330, except that persons claimng a total of less than ten
t housand dollars of credit during the period covered by the survey nay
request the departnent to treat the tax credit anpbunt as confidenti al
under RCW 82. 32. 330.

(f) If a person fails to file a conplete annual survey required
under this subsection (9) with the departnent by the due date or any
extensi on under section 1 of this act, the departnent shall declare the
anount of taxes against which the credit was clainmed under this section
during the previous calendar year to be immediately due and payable.
The departnent shall assess interest, but not penalties, on the taxes
agai nst which the credit was clained. The interest shall be assessed
at the rate provided for delingquent excise taxes under chapter 82.32
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RCW retroactively to the date of deferral, and shall accrue until the
taxes against which the credit was clained are repaid.

(g) The departnent shall use the information fromthis subsection
(9) to prepare sunmmary descriptive statistics by category. No fewer
than three taxpayers may be included in any category. The departnent
shall report these statistics to the legislature each year by Septenber
ist.

(10) As used in this section:

(a) "Conmputer software" has the neaning as defined in RCW82. 04. 215
after June 30, 2004, and includes "software" as defined in RCW
82.04. 215 before July 1, 2004.

(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) "Programm ng" neans the activities that involve the creation or
nmodi fication of conputer software, as that termis defined in this
chapter, and that are taxable as a service under RCW 82.04.290(2) or as
a retail sale under RCW 82. 04. 050.

(d) "Qualifying activity" means manufacturing of conputer software
or progranmm ng.

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

(f) "Rural county"” neans the sane as in RCW82.14. 370.

(11) No credit may be taken or accrued under this section on or
after January 1, 2011.

(12) This section expires January 1, 2011

Sec. 15. RCW82.04.4484 and 2004 ¢ 25 s 2 are each anended to read
as follows:
(1) Subject tothe limts and provisions of this section, a credit
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is authorized against the tax otherwi se due under this chapter for
persons engaged in a rural county in the business of providing
i nformation technol ogy hel p desk services to third parties.

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

(3) The amount of the tax credit for persons engaged in the
activity of providing information technology help desk services in
rural counties shall be equal to one hundred percent of the amount of
tax due under this chapter that i1s attributable to providing the
services from the rural county. In order to qualify for the credit
under this subsection, the county nust neet the definition of rural
county at the tinme the person begins to conduct qualifying business in
t he county.

(4) No application is necessary for the tax credit. The person
must keep records necessary for the departnent to verify eligibility
under this section. These records include information relating to

description of activity engaged in a rural county by the person.

(5) Except as provided in subsection (8) of this section, if at any
time 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)) was clained is imediately due and payable. The depart nent
shal| assess interest, but not penalties, on the ((eredi-ted)) taxes for
whi ch ((the—persoen+s—not—ebgible)) credit was clainmed. The interest
shall be assessed at the rate provided for delinquent excise taxes
under chapter 82.32 RCW ((shall—be—assessed)) retroactively to the
date the tax credit was ((taken)) clained, and shall accrue until the
taxes for which a credit ((has—beenused)) was clained are repaid.

(6) The credit under this section nmay be ((used)) clained agai nst
any tax due under this chapter, but in no case may a credit earned
during one cal endar year be carried over to be credited agai nst taxes
incurred in a subsequent cal endar year. No refunds nay be granted for
credits under this section.

(7) Transfer of ownership does not affect credit eligibility.
However, the credit is available to the ((sueeesser)) new owner only if
the eligibility conditions of this section are net.

(8)(a) A person ((taking)) claimng tax credits under this section
shall ((weke—an)) file a conplete annual ((+epert—te)) survey with the
depart nent. The survey is due by March 31st following any year in
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which a credit is clained. The departnent nmay extend the due date for
tinely filing annual surveys under this section, as provided in section
1 of this act.

(b) The ((report—shall—be—+nr—atetter—formand)) survey shall
include the follow ng information about the person:

(i) Type of activity in which the person is engaged in the
county((+))

(ii) Total nunber of enployees in the rural county((y)) .

(iii) How long the person has been located in the county((—and))

(iv) Taxpayer nane; and

(v) Taxpayer registration nunber. ((The report nust be filed by

I : I : hi ol ’ Laj L dues I

I ¢ oot . ntained.))

(c) The survey shall also include the followng information for
enpl oynent positions in WAshi ngton:

(i) The nunber of total enploynent positions;

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

(iii) The nunber of enploynent positions according to the follow ng
wage bands: Less than thirty thousand dollars; thirty thousand dollars
or greater, but less than sixty thousand dollars; and sixty thousand
dollars or greater. A wage band containing fewer than three
individuals may be conbined with anot her wage band; and

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

(d) The departnment nmay request additional information necessary to
determne eliqgibility for the tax credit under this section, to be
submtted at the sane tine as the survey.

(e) Al information collected under this subsection, except for the
anpbunt of the tax credit clained, is deened taxpayer information under
RCW 82.32.330. The anpunt of tax credit clained is not subject to the
confidentiality provisions of RCW 82.32.330, except that persons
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claimng less than ten thousand dollars of credit during the period

covered by the survey nmay request the departnent to treat the tax

credit anmount as confidential under RCW 82.32. 330.

(f) If a person fails to file a conplete annual survey required
under this subsection (8) with the departnent by the due date or any

ext ensi on under section 1 of this act, the departnent shall declare the

anobunt of taxes against which a credit was clai ned under this section

during the previous calendar vyear to be imediately due and payabl e.

The departnent shall assess interest, but not penalties, on the taxes
agai nst which the credit was clained. The interest shall be assessed
at the rate provided for delingquent excise taxes under chapter 82.32
RCW retroactively to the date of deferral, and shall accrue until the
taxes against which the credit was clained are repaid.

(g) The departnent shall use the information fromthis subsection
(8) to prepare summary descriptive statistics by category. No fewer
than three taxpayers may be included in any category. The depart nent
shall report these statistics to the |leqgislature each year by Septenber

ist.
(9) As used in this section:
(a) "Information technol ogy hel p desk services" neans the follow ng
services perfornmed using electronic and tel ephoni c conmuni cati on:
(1) Software and hardware mai ntenance;
(i1) Software and hardware di agnostics and troubl eshooti ng;
(1i1) Software and hardware installation;
(iv) Software and hardware repair;
(v) Software and hardware information and training; and
(vi) Software and hardware upgrade.
(b) "Rural county" neans the sane as in RCW82.14. 370.
(10) This section expires January 1, 2011.

Sec. 16. RCW 82.32.535 and 2003 c¢c 149 s 11 are each anended to
read as foll ows:

(1) The legislature finds that accountability and effectiveness are
i nportant aspects of setting tax policy. In order to nake policy
choices regarding the best wuse of I|imted state resources the
| egi sl ature needs information on how a tax incentive is used.

(2)(a) A person who reports taxes under RCW 82.04.240(2) or who
claims an exenption or «credit under RCW 82.04.426, 82.08.965,
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82.12.965, 82.08.970, 82.12.970, 82.04.448, or 84.36.645, shall ((weake
an—anhuyal)) report information to the departnment by filing a conplete
annual survey detailing enploynent, wages, and enpl oyer-provi ded health
and retirenment benefits per job at the manufacturing site. The
((+epoert)) survey shall not include nanes of enployees. The ((repert))
survey shall also detail enploynent by the total nunber of full-tine,
part-tinme, and tenporary positions. The first ((+epert)) survey filed
under this subsection shall include enploynent, wage, and benefit
information for the twelve-nonth period i nmedi ately before first use of
a preferential tax rate under RCW 82.04.240(2), or claim of a tax
exenption or credit under RCW 82.04.426, 82.08.965, 82.12.965,
82.08.970, 82.12.970, 82.04.448, or 84.36.645. The ((repoert)) survey
is due by March 31st followng any year in which a preferential tax
rate under RCW 82.04.240(2) is used, or tax exenption or credit under
RCW 82. 04. 426, 82.08.965, 82.12.965, 82.08.970, 82.12.970, 82.04.448,
or 84.36.645 is ((taken)) clained. The departnent nmay extend the due
date for tinely filing annual surveys under this section, as provided

in section 1 of this act. This information is not subject to the
confidentiality provisions of RCW82. 32. 330 ((and—+ray—be—disclosedto
Hhre—publ-e—upon—reguest) ) .

(b) If a person fails to ((submt—an)) file with the departnent a
conpl ete annual ((+epert)) survey under (a) of this subsection by the
due date or any extension under section 1 of this act, the departnent
shal | declare the anount of taxes exenpted or credited for ((that)) the
previ ous cal endar year to be i Mmedi ately due and payabl e. Excise taxes
payable wunder this subsection are subject to interest, but not
penalties, at the rate provided for delinquent excise taxes, as
provi ded under this chapter. The departnent shall assess interest, but
not penalties, on the taxes against which the credit was clained. The
interest shall be assessed at the rate provided for delinquent excise
taxes under this chapter, retroactively to the date of exenption or
credit, and shall accrue until the taxes for which the exenption or
credit was clained are repaid. This information is not subject to the

confidentiality provisions of RCW82. 32. 330 ((and—+ay—be—disclosedto
Hhre—publ-ec—upon—reguest) ) .

(3) By Novenber 1st of the year occurring five years after the
effective date of ((this—aet)) chapter 149, Laws of 2003, and Novenber
1st of the year occurring eleven years after the effective date of
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((this—aet)) chapter 149, Laws of 2003, the fiscal commttees of the
house of representatives and the senate, in consultation with the
departnent, shall report to the legislature on the effectiveness of
chapter 149, Laws of 2003 in regard to keepi ng Washi ngton conpetitive.
The report shall neasure the effect of chapter 149, Laws of 2003 on job
retention, net jobs created for WAshington residents, conpany grow h,
diversification of the state's econony, cluster dynam cs, and other
factors as the commttees select. The reports shall include a
di scussion of principles to apply in evaluating whether the |egislature
shoul d reenact any or all of the tax preferences in chapter 149, Laws
of 20083.

Sec. 17. RCW 82.32.545 and 2003 2nd sp.s. ¢ 1 s 16 are each
anmended to read as foll ows:

(1) The legislature finds that accountability and effectiveness are
i nportant aspects of setting tax policy. In order to nake policy
choices regarding the best wuse of Iimted state resources the
| egi sl ature needs information on how a tax incentive is used.

(2)(a) A person who reports taxes under RCW 82.04.260(13) or who
claims an exenption or credit under RCW 82.04.4461, 82.08.980,
82.12.980, 82.29A 137, 84.36.655, and 82.04.4463 shall ((#weke—an
anpyal)) report information to the departnent by filing a conplete
annual survey detailing enploynent, wages, and enpl oyer-provi ded health
and retirenment benefits per job at the manufacturing site. The
((+epoert)) survey shall not include nanes of enployees. The ((+epert))
survey shall also detail enploynent by the total nunber of full-tine,
part-tinme, and tenporary positions. The first ((+epert)) survey filed
under this subsection shall include enploynent, wage, and benefit
information for the twelve-nonth period i nmedi ately before first use of
a preferential tax rate under RCW 82.04.260(13), or claim of a tax
exenption or credit wunder RCW 82.04.4461, 82.08.980, 82.12.980,
82. 29A. 137, 84.36. 655, and 82.04.4463. The ((+epert)) survey is due by
March 31st following any year in which a preferential tax rate under
RCW 82.04.260(13) is wused, or tax exenption or credit under RCW
82.04. 4461, 82.08.980, 82.12.980, 82.29A 137, 84.36.655, and 82.04. 4463
is ((taken)) clained. The departnent may extend the due date for
tinely filing annual surveys under this section, as provided in section
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1 of this act. This information is not subject to the confidentiality

provi sions of RCW 82.32. 330 ((ahd—+ay—be—diseclosedtothepublte—upon

reguest) ) .
(b) If a person fails to ((submt—an)) file a conplete annua

((repoert)) survey with the departnent under (a) of this subsection by
the due date of the ((repert)) survey or any extension under section 1
of this act, the departnent shall declare the anount of taxes exenpted
or credited, or reduced in the case of the preferential business and
occupation tax rate, for ((that)) the previous calendar year to be
i medi ately due and payable. Exci se taxes payable wunder this
subsection are subject to interest, but not penalties, at the rate
provided for delingquent excise taxes, as provided under this chapter.

The departnent shall assess interest, but not penalties, retroactively
to the date the exenption, credit, or preferential tax rate under RCW
82.04.260(13) was used. The interest shall be assessed at the rate
provided for delinquent excise taxes under this chapter, and shall

accrue until the taxes for which the exenption, credit, or preferential

tax rate was used are repaid. This information is not subject to the

confidentiality provisions of RCW82. 32. 330 ((and—+ray—be—disclosedto

Hhre—publ-e—upon—reguest) ) .
(3) By Novenber 1, 2010, and by Novenber 1, 2023, the fiscal
commttees of the house of representatives and the senate, in

consultation with the departnment, shall report to the legislature on
the effectiveness of chapter 1, Laws of 2003 2nd sp. sess. in regard to
keepi ng Washi ngton conpetitive. The report shall neasure the effect of
chapter 1, Laws of 2003 2nd sp. sess. on job retention, net jobs
created for Washington residents, conpany growh, diversification of
the state's econony, cluster dynamics, and other factors as the
commttees select. The reports shall include a discussion of
principles to apply in evaluating whether the |egislature should
reenact any or all of the tax preferences in chapter 1, Laws of 2003
2nd sp. sess.

Sec. 18. RCwW82.32.560 and 2004 ¢ 240 s 2 are each anended to read
as foll ows:
(1) For the purposes of this section, "electrolytic processing

busi ness tax exenption" neans the exenption ((anrd—preferential—tax
rate)) under RCW 82. 16. 0421.
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(2) The legislature finds that accountability and effectiveness are
i nportant aspects of setting tax policy. In order to make policy
choices regarding the best wuse of Ilimted state resources, the
| egi sl ature needs information to eval uate whet her the stated goals of
| egi sl ati on were achi eved.

(3) The goals of the electrolytic processing business tax exenption
ar e:

(a) To retain famly wage jobs by enabling electrolytic processing
busi nesses to mai ntain production of chlor-alkali and sodium chlorate
at a level that will preserve at |east seventy-five percent of the jobs
that were on the payroll effective January 1, 2004; and

(b) To allow the electrolytic processing industries to continue
production in this state through 2011 so that the industries wll be
positioned to preserve and create new jobs when the anticipated
reduction of energy costs occur.

(4)(a) A person who receives the benefit of an electrolytic
processi ng business tax exenption shall ((mrake—an—annual)) report
information to the departnent by filing a conplete annual survey
detailing enploynent, wages, and enployer-provided health and
retirement benefits per job at the manufacturing site. The ((+epert))
survey is due by March 31st followi ng any year in which a tax exenption
is clainmed ((er—used)). The departnent nmay extend the due date for
tinely filing annual surveys under this section, as provided in section
1 of this act. The ((+epert)) survey shall not include nanes of
enpl oyees. The ((repoert)) survey shall detail enploynent by the total
nunber of full-time, part-tinme, and tenporary positions. The
((repoert)) survey shall indicate the quantity of product produced at
the plant during the tinme period covered by the ((+epert)) survey. The
first ((repert)) survey filed under this subsection shall include
enpl oynent, wage, and benefit information for the twelve-nonth period
i mredi ately before first ((use)) claimof a tax exenption. Enploynent
((repoerts)) surveys shall include data for actual |evels of enploynent
and identification of the nunber of jobs affected by any enploynent
reductions that have been publicly announced at the time of the
((repert)) survey. Information in a ((+epert)) survey under this
section is not subject to the confidentiality provisions of RCW
82.32.330 and may be disclosed to the public upon request.
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(b) If a person fails to submt ((ar)) a conplete annual ((+epert))
survey under (a) of this subsection by the due date of the ((+epert))

survey or any extension under section 1 of this act, the departnent
shal | declare the anpbunt of taxes exenpted for ((t+hat)) the previous
cal endar year to be imedi ately due and payable. Public utility taxes
payable wunder this subsection are subject to interest, but not
penalties, at the rate provided for delinquent excise taxes, as
provi ded under this chapter. The departnent shall assess interest, but
not penalties, on the exenption under this subsection. The interest
shall be assessed at the rate provided for delinquent excise taxes
under this chapter, retroactively to the date the exenption was
clainmed, and shall accrue until the taxes for which the exenption was
clained are repaid. This information is not subject to the
confidentiality provisions of RCW82. 32. 330 ((and—+ray—be—disclosedto

Hhre—publ-e—upon—reguest) ) .
(5) By Decenber 1, 2007, and by Decenber 1, 2010, the fiscal

commttees of the house of representatives and the senate, in
consultation with the departnment, shall report to the legislature on
the effectiveness of the tax incentive under RCW 82.16.0421. The
report shall neasure the effect of the incentive on job retention for
Washi ngton residents, and other factors as the commttees select. The
report shall also discuss expected trends or changes to electricity
prices as they affect the industries that benefit fromthe incentives.

Sec. 19. RCW82.32.570 and 2004 ¢ 24 s 14 are each anended to read
as follows:

(1) For the purposes of this section, "snelter tax incentive" neans
the preferential tax rate under RCW 82.04.2909, or an exenption or
credit under RCW 82.04.4481, 82.08.805, 82.12.805, or 82.12.022(5).

(2) The legislature finds that accountability and effectiveness are
i nportant aspects of setting tax policy. In order to nake policy
choices regarding the best wuse of Iimted state resources the
| egi sl ature needs information to eval uate whether the stated goals of
| egi sl ati on were achi eved.

(3) The goals of the snelter tax incentives are to retain famly-
wage jobs in rural areas by:

(a) Enabling the alumnum industry to nmaintain production of
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alumnumat a level that will preserve at |east 75 percent of the jobs
that were on the payroll effective January 1, 2004, as adjusted for
enpl oynment reductions publicly announced before Novenber 30, 2003; and

(b) Allow ng the alum numindustry to continue producing al um num
in this state through 2006 so that the industry will be positioned to
preserve and create new jobs when the anticipated reduction of energy
costs occurs.

(4)(a) An alum num snelter receiving the benefit of a snelter tax
incentive shall ((#wake—-anr-annual)) report information to the departnent
by filing a conplete annual survey detailing enploynent, wages, and
enpl oyer-provided health and retirenment benefits per job at the
manuf acturing site. The ((repoert)) survey is due by March 3lst
followng any year in which a tax incentive is claimed or used. The
departnment nmay extend the due date for tinely filing annual surveys
under this section, as provided in section 1 of this act. The
((+epoert)) survey shall not include nanes of enployees. The ((repert))
survey shall detail enploynent by the total nunber of full-tinme, part-
time, and tenporary positions. The ((fepert)) survey shall indicate
the quantity of alumnum snelted at the plant during the tine period
covered by the ((+epert)) survey. The first ((repoert)) survey filed
under this subsection shall include enploynent, wage, and benefit
information for the twelve-nonth period i mediately before first use or
claimof a tax incentive. Enploynent ((reperts)) surveys shall include
data for actual l|evels of enploynent and identification of the nunber
of jobs affected by any enpl oynent reductions that have been publicly
announced at the tinme of the ((repert)) survey. Information in a
((repoert)) survey under this section is not subject to the
confidentiality provisions of RCW82.32.330 and nmay be disclosed to the
public upon request.

(b) If a person fails to submt ((ar)) a conplete annual ((+epert))
survey under (a) of this subsection by the due date of the ((+epert))
survey or any extension under section 1 of this act, the departnent
shal |l declare the anount of taxes exenmpted or credited, or reduced in
the case of the preferential ((busthress—andoeececupation)) tax rate under
RCW 82.04.2909, for ((t+hat)) the previous calendar year to be
i medi ately due and payable. Excise taxes payable wunder this
subsection are subject to interest, but not penalties, at the rate
provided for delingquent excise taxes, as provided under this chapter.
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The departnent shall assess interest, but not penalties, retroactively
to the date the exenption, credit, or preferential tax rate under RCW
82.04.2909 was used. The interest shall be assessed at the rate
provided for delinquent excise taxes under this chapter, and shall
accrue until the taxes for which the exenption, credit, or preferential
tax rate was used are repaid. This information is not subject to the

confidentiality provisions of RCW82. 32. 330 ((and—+ray—be—disclosedto

Hhre—publ-e—upon—reguest) ) .
(5) By Decenber 1, 2005, and by Decenber 1, 2006, the fiscal
commttees of the house of representatives and the senate, in

consultation with the departnment, shall report to the legislature on
the effectiveness of the snelter tax incentives and, by Decenber 1,
2010, on the effectiveness of the incentives under RCW 82.04. 4482 and
82.16.0498. The reports shall neasure the effect of the tax incentives
on job retention for Washington residents and any other factors the
commttees may sel ect.

NEW SECTION. Sec. 20. Section 1 of this act applies retroactively
to annual surveys required under RCW 82. 04. 4483, 82.04. 4484, 82.32.535,
82.32. 545, 82.32.570, 82.32.560, 82.60.070, 82.62.050, and 82.63. 020,
and due after Decenber 31, 2004.

NEW SECTION. Sec. 21. Section 2 of this act takes effect January
1, 2006.

NEW SECTION. Sec. 22. Sections 1 and 3 through 19 of this act are
necessary for the imedi ate preservation of the public peace, health,
or safety, or support of the state governnment and its existing public
institutions, and take effect inmmediately.

NEW SECTION. Sec. 23. 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.

~-- END ---
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