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SENATE BI LL 6666

St ate of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on

By Senators Mirray, Zarelli, Eide, Holnguist, Hobbs, Parlette, and
Shin; by request of Governor G egoire

Read first time 01/21/08. Referred to Coonmittee on Ways & Means.

AN ACT Relating to providing partial state sales and use tax
exenptions in respect to the purchase or wuse of server equipnent
conprising only the server chassis and all conputer hardware and
software contained within the server chassis, where the server
equi pnent replaces existing server equipnent in certain buildings
constructed or refurbished to house servers and located in a rural
county as defined in RCW82.14.370(5); anmendi ng RCW 81. 104. 170; addi ng
a new section to chapter 82.08 RCW adding a new section to chapter
82.12 RCW adding a new section to chapter 82.14 RCW and providing an
effective date.

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

NEW SECTION. Sec. 1. A new section is added to chapter 82.08 RCW
to read as foll ows:

(1) A partial exenption from the tax inposed by RCW 82.08.020 in
the formof a remttance is provided for sales to qualifying busi nesses
of replacenent server equipnment to be installed, wthout intervening
use, in an eligible conputer data center, and to charges nade for | abor
and services rendered in respect to installing such replacenent server
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equi pnent. The exenption provided in this section applies only to the
state portion of the sales tax.

(2)(a) A qualifying business claimng an exenption under this
section nust first pay the tax inposed by RCW 82.08.020 on sales
eligible for exenption under this section and may then apply to the
departnent for remttance of fifty percent of the tax paid.

(b) A qualifying business claimng the exenption nust submt an
application for remttance to the departnent, not nore often than once
per calendar quarter, in a form and manner as required by the
depart nent. The application nust include the anount of exenption
clainmed, the purchases for which the exenption is clainmd, and such
other information that the departnent determnes is necessary to
determine eligibility for the exenption. A qualifying business
claimng the exenption under this section nust keep and preserve
adequat e records establishing the qualifying business's eligibility for
the exenption. Pending or approved applications are subject to audit
verification by the departnent.

(c) The departnent nust, on a quarterly basis, remt exenpted
amounts to qualifying businesses that submtted applications during the
previous quarter that were approved, in whole or part, by the
depart nent.

(3) For purposes of this section:

(a) "Conputer data center" neans a facility conprised of one or
nmore buildings constructed or refurbished specifically, and used
primarily, to house servers, where the facility has the follow ng
characteristics: (i) Uninterruptible power supplies, generator backup
power, or both; (ii) sophisticated fire suppression and prevention
systens; and (iii) enhanced physical security, such as: (A) Restricted
access to the facility to selected personnel; (B) permanent security
guards; video canmera surveillance; or an electronic system requiring
passcodes, keycards, or bionetric scans, such as hand scans and retinal
or fingerprint recognition; or (C) security features simlar to those
in (a)(iii)(A and (B) of this subsection (3).

(b) "Electronic data storage and data nanagenent services" include,
but are not |limted to: Provi di ng data storage and backup services,
provi di ng conputer processing power, and hosting enterprise software
applications. The term also includes hosting web sites that provide
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free or subscription services such as e-mail, web browsing and
searching, nedia applications, and other related online services.

(c) "Eligible conputer data center" neans a conputer data center
with at | east twenty thousand square feet of floor space dedicated to
housi ng working servers and |ocated in a rural county as defined in RCW
82.14.370(5).

(d) "Qualifying business" neans a business entity that exists for
the primary purpose of engaging in commercial activity for profit.

For purposes of this definition, "business entity" neans a
corporation, other than a municipal, quasi-nunicipal, and public or
ot her corporation created by the state or federal governnent, triba
government, nunicipality, or political subdivision of the state;
association; limted liability conmpany; partnership, including general
partnership, limted partnership, and limted liability partnership; or
other legal entity. Consistent with this definition, "business entity"
does not include the state or federal governnment or any of their
departnents, agencies, and institutions; tribal governnents; and
political subdivisions of this state.

(e) "Replacenent server equipnent” neans server equipnment that
repl aces existing server equi pnment |located at the eligible data center
in which the replacenent server equipnment will be installed.

(f)(i) "Server" includes blade or rack-nmount servers and neans a
conputer that is used in a conputer data center solely to provide
el ectronic data storage and data managenent services for internal use
by the owner or | essee of the conputer data center, for clients of the
owner or |essee of the conputer data center, or both.

(1i) "Server" does not include personal conputers.

(g) "Server equipnent"” neans the server chassis and all conputer
har dware and software contained within the server chassis. Consistent
with this definition, "server equipnment” does not include the racks
upon which the server chassis is installed, cables, and conputer
peri pherals such as keyboards, nonitors, printers, mce, and other
devi ces that work outside of the conputer

NEW SECTION. Sec. 2. A new section is added to chapter 82.12 RCW
to read as foll ows:

(1) A partial exenption from the tax inposed by RCW 82.12.020 in
the form of a remttance is provided for the use by qualifying
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busi nesses of replacenent server equipnment to be installed, wthout
intervening use, in an eligible conputer data center, and to the use of
| abor and services rendered in respect to installing such repl acenent
server equipnment. The exenption provided in this section applies only
to the state portion of the use tax.

(2)(a) A qualifying business claimng an exenption under this
section nust first pay the tax inposed by RCW82.12. 020 on the use of
property and services eligible for exenption under this section and may
then apply to the departnent for remttance of fifty percent of the tax
pai d.

(b) A qualifying business claimng the exenption nust submt an
application for remttance to the departnent, not nore often than once
per calendar quarter, in a form and manner as required by the
depart nent. The application nust include the anount of exenption
clainmed, the acquisitions for which the exenption is clainmed, and such
other information that the departnent determnes is necessary to
determine eligibility for the exenption. A qualifying business
claimng the exenption under this section nust keep and preserve
adequat e records establishing the qualifying business's eligibility for
the exenption. Pending or approved applications are subject to audit
verification by the departnent.

(c) The departnent nust, on a quarterly basis, remt exenpted
amounts to qualifying businesses that submtted applications during the
previous quarter that were approved, in whole or part, by the
depart nent.

(3) The definitions in section 1 of this act apply to this section.

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

The exenptions in sections 1 and 2 of this act are for the state
portion of the sales and use tax only and do not extend to the taxes
authorized in this chapter.

Sec. 4. RCWB81.104.170 and 1997 ¢ 450 s 5 are each anended to read
as follows:

Cities that operate transit systens, county transportation
authorities, nmetropolitan nunicipal corporations, public transportation
benefit areas, and regional transit authorities my submt an
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aut hori zing proposition to the voters and, if approved by a majority of
persons voting, fix and i npose a sales and use tax in accordance with
the terms of this chapter, solely for the purpose of providing high
capacity transportation service.

The tax authorized pursuant to this section shall be in addition to
the tax authorized by RCW82. 14. 030 and shall be collected fromthose
persons who are taxable by the state pursuant to chapters 82.08 and
82. 12 RCW upon the occurrence of any taxable event within the taxing
district. The maximumrate of such tax shall be approved by the voters
and shall not exceed one percent of the selling price (in the case of
a sales tax) or value of the article used (in the case of a use tax).
The maximum rate of such tax that may be inposed shall not exceed
ni ne-tenths of one percent in any county that inposes a tax under RCW
82.14.340, or within a regional transit authority if any county within
the authority inposes a tax under RCW 82.14.340. The exenptions in RCW
82.08.820 ((and)), 82.12.820, and sections 1 and 2 of this act are for
the state portion of the sales and use tax and do not extend to the tax
aut horized in this section.

NEW SECTION. Sec. 5. This act takes effect July 1, 2008.

~-- END ---
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