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SUBSTI TUTE HOUSE BI LL 3066

Passed Legislature - 2010 Regul ar Sessi on
State of WAshi ngton 61st Legislature 2010 Regul ar Session

By House Finance (originally sponsored by Representatives Parker,
Springer, Eddy, Condotta, and Wl l ace)

READ FI RST TI ME 02/ 02/ 10.

AN ACT Relating to creating uniformty anong annual tax reporting
survey provisions; anending RCW 82.04.240, 82.04.2404, 82.04. 250,
82.04.2909, 82.04.294, 82.04.426, 82.04.4266, 82.04.4268, 82.04.4269,
82.04. 4452, 82.04.4461, 82.04.4463, 82.04.448, 82.04.4481, 82.04. 4483,
82.04. 4484, 82.04.449, 82.08.805, 82.08.965, 82.08.9651, 82.08.970,
82.08.980, 82.12.022, 82.12.805, 82.12.965, 82.12.9651, 82.12.970,
82.12.980, 82.16.0421, 82.29A 137, 82.32.590, 82.32.600, 82.32.710,
82. 60. 020, 82.60.070, 82.63.020, 82.63.045, 82.74.040, 82.74.050,
82.75. 010, 82.75.020, 82.75.040, 82.82.020, 82.82.040, 84.36.645, and
84. 36. 655; anending 2009 c¢ 461 s 9 (uncodified); reenacting and
anendi ng RCW 82.04. 260; adding new sections to chapter 82.32 RCW
adding a new section to chapter 82.75 RCW creating new sections;
repeal i ng RCW 82. 32. 535, 82.32.5351, 82.32.545, 82.32.560, 82.32.570,
82.32. 610, 82.32.620, 82.32.630, 82.32.632, 82.32.645, 82.32.650, and
82.16.140; repealing 2005 ¢ 301 s 5 (uncodified); providing a
contingent effective date; and provi ding an expiration date.

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

PROVI DI NG UNI FORM TY | N TAX | NCENTI VE ACCOUNTABI LI TY PROVI SI ONS

p. 1 SHB 3066. SL
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NEW__ SECTION.  Sec. 101. (1) The legislature finds t hat
accountability and effectiveness are inportant aspects of setting tax
policy. In order to make policy choices regarding the best use of
[imted state resources, the | egislature needs information on how a tax
preference is used. In recent years, the |egislature has enacted or
extended nunerous tax preferences that require the reporting of
information to the departnent of revenue. Al t hough there are many
simlarities in the requirenents, and only two distinct accountability
docunents, there is a lack of uniformty in the information reported,
penalties for failure to file, due dates, filing extensions, and filing
requi renents. Geater uniformty in the data reported i s necessary to
adequately conpare tax preference prograns. The legislature intends to
create two sets of uniformreporting requirenents that apply to the
exi sting tax preferences and can be used in future | egislation granting
addi tional tax preferences.

(2) The legislative fiscal commttees or the departnent of revenue
are required to study many of the existing tax preferences and report
to the legislature at |east once. Because chapter 43.136 RCW now
requires the joint legislative audit and review conmttee, with support
from the departnment of revenue, to conprehensively review npbst tax
preferences every ten years and provide a report to the legislature, a
nunmber of redundant studies by the legislative fiscal commttees and
the departnment of revenue have been elimnated. However, the
departnment of revenue will continue to prepare sunmary descriptive
statistics by category and report the statistics to the legislature
each year

NEW SECTION. Sec. 102. A new section is added to chapter 82.32
RCWto read as foll ows:

(1)(a) Every person claimng a tax preference that requires a
survey under this section nust file a conplete annual survey with the
depart nent.

(1) Except as provided in (a)(ii) of this subsection, the survey is
due by April 30th of the year follow ng any cal endar year in which a
person becones eligible to claimthe tax preference that requires a
survey under this section.

(ii1) If the tax preference is a deferral of tax, the first survey
must be filed by April 30th of the cal endar year follow ng the cal endar

SHB 3066. SL p. 2
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year in which the investnent project is certified by the departnent as
operationally conplete, and a survey nust be filed by April 30th of
each of the seven succeedi ng cal endar years.

(b) The departnent may extend the due date for tinely filing of
annual surveys under this section as provided in RCW82. 32. 590.

(2)(a) The survey nust include the amount of the tax preference
clainmed for the cal endar year covered by the survey.

(b) The survey nust also include the following information for
enpl oynent positions in Washington, not to include nanes of enpl oyees,
for the year that the tax preference was cl ai ned:

(i) The nunber of total enploynent positions;

(i1) Full-tinme, part-tinme, and tenporary enploynent 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 doll ars
or greater, but |ess 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 enpl oynment positions that have enpl oyer-provi ded
medi cal , dental, and retirenent benefits, by each of the wage bands.

(c) For persons claimng the tax preference provi ded under chapter
82.60 or 82.63 RCW the survey nust also include the nunber of new
products or research projects by general classification, and the nunber
of trademarks, patents, and copyrights associated with activities at
the i nvestnent project.

(d) For persons claimng the credit provided under RCW82. 04. 4452,
the survey nust also include the qualified research and devel opnment
expenditures during the cal endar year for which the credit was cl ai ned,
t he taxabl e amobunt during the cal endar year for which the credit was
clai med, the nunber of new products or research projects by genera
classification, the nunber of trademarks, patents, and copyrights
associated with the research and devel opnent activities for which the
credit was clainmed, and whether the tax preference has been assi gned,
and who assigned the credit. The definitions in RCW82.04. 4452 apply
to this subsection (2)(d).

(e) If the person filing a survey under this section did not file
a survey with the departnent in the previous cal endar year, the survey
filed under this section nust also include the enploynent, wage, and

p. 3 SHB 3066. SL
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benefit information required under (b)(i) through (iv) of this
subsection for the calendar year immediately preceding the cal endar
year for which a tax preference was cl ai ned.

(3) As part of the annual survey, the departnment nay request
additional information necessary to neasure the results of, or
determne eligibility for, the tax preference.

(4) Al information collected under this section, except the anount
of the tax preference clained, is deened taxpayer information under RCW
82.32.330. Information on the anpbunt of tax preference clained is not
subject to the confidentiality provisions of RCW82.32.330 and may be
di scl osed to the public upon request, except as provided in subsection
(5) of this section. If the amount of the tax preference clained as
reported on the survey is different than the anmount actually clained or
ot herwi se all owed by the departnent based on the taxpayer's excise tax
returns or other information known to the departnent, the anount
actually clainmed or all owed may be di scl osed.

(5) Persons for whomthe actual anmount of the tax reduced or saved
is less than ten thousand dollars during the period covered by the
survey may request the departnent to treat the anmount of the tax
reduction or savings as confidential under RCW 82. 32. 330.

(6) (a) Except as otherwi se provided by law, if a person clainms a
tax preference that requires an annual survey under this section but
fails to submt a conplete annual survey by the due date of the survey
or any extension under RCW 82.32.590, the departnent nust declare the
anount of the tax preference clainmed for the previous cal endar year to
be imediately due. |If the tax preference is a deferral of tax, twelve
and one-half percent of the deferred tax is imediately due. If the
econom c benefits of the deferral are passed to a | essee, the lesseeis
responsible for paynment to the extent the |essee has received the
econom ¢ benefit.

(b) The departnent nust assess interest, but not penalties, on the
anounts due under this subsection. The interest nust be assessed at
the rate provided for del i nquent taxes under this chapter,
retroactively to the date the tax preference was cl ai ned, and accrues
until the taxes for which the tax preference was clained are repaid.
Amounts due under this subsection are not subject to the
confidentiality provisions of RCW82.32.330 and may be disclosed to the
publ i c upon request.

SHB 3066. SL p. 4
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(7) The department nust use the information fromthis section to
prepare summary descriptive statistics by category. No fewer than
three taxpayers may be included in any category. The departnent nust
report these statistics to the | egislature each year by Cctober 1st.

(8) For the purposes of this section:

(a) "Person" has the neaning provided in RCW 82.04.030 and al so
includes the state and its departnments and institutions.

(b) "Tax preference" has the neaning provided in RCW43. 136. 021 and
includes only the tax preferences requiring a survey under this
section.

NEW SECTION.  Sec. 103. A new section is added to chapter 82.32
RCWto read as foll ows:

(1)(a) Every person claimng a tax preference that requires a
report under this section nust file a conplete annual report with the
departnent. The report is due by April 30th of the year follow ng any
cal endar year in which a person becones eligible to claim the tax
preference that requires a report under this section. The departnent
may extend the due date for tinely filing of annual reports under this
section as provided in RCW82. 32. 590.

(b) The report must include information detailing enploynent,
wages, and enployer-provided health and retirenent benefits for
enpl oynment positions in Washington for the year that the tax preference
was cl ai ned. However, persons engaged in manufacturing conmercial
ai rpl anes or conponents of such airplanes may report enploynent, wage,
and benefit information per job at the manufacturing site for the year
that the tax preference was clained. The report mnmust not include nanes
of enployees. The report nust also detail enploynment by the total
nunber of full-time, part-time, and tenporary positions for the year
that the tax preference was cl ai ned.

(c) Persons receiving the benefit of the tax preference provided by
RCW 82. 16. 0421 or claimng any of the tax preferences provided by RCW
82.04.2909, 82.04.4481, 82.08.805, 82.12.805, or 82.12.022(5) nust
i ndicate on the annual report the quantity of product produced in this
state during the tinme period covered by the report.

(d) If a person filing a report under this section did not file a
report wth the departnment in the previous cal endar year, the report

p. 5 SHB 3066. SL
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filed under this section nust also include enploynent, wage, and
benefit information for the calendar year immediately preceding the
cal endar year for which a tax preference was cl ai ned.

(2) As part of the annual report, the departnment may request
additional information necessary to neasure the results of, or
determne eligibility for, the tax preference.

(3) Oher than information requested under subsection (2) of this
section, the informati on contained in an annual report filed under this
section is not subject to the confidentiality provisions of RCW
82.32.330 and may be disclosed to the public upon request.

(4) Except as otherwi se provided by law, if a person clains a tax
preference that requires an annual report under this section but fails
to submt a conplete report by the due date or any extension under RCW
82.32.590, the departnent nust declare the anount of the tax preference
clained for the previous calendar year to be imediately due and
payabl e. The departnent nust assess interest, but not penalties, on
t he ambunts due under this subsection. The interest nust be assessed
at the rate provided for delinquent taxes under this chapter,
retroactively to the date the tax preference was cl ai ned, and accrues
until the taxes for which the tax preference was clained are repaid.
Amounts due under this subsection are not subject to the
confidentiality provisions of RCW82.32.330 and may be di sclosed to the
publ i c upon request.

(5) The departnent nust use the information fromthis section to
prepare summary descriptive statistics by category. No fewer than
three taxpayers may be included in any category. The departnent nust
report these statistics to the | egislature each year by Cctober 1st.

(6) For the purposes of this section:

(a) "Person" has the neaning provided in RCW 82.04.030 and al so
includes the state and its departnments and institutions.

(b) "Tax preference" has the neaning provided in RCW43. 136. 021 and
includes only the tax preferences requiring a survey under this
section.

Sec. 104. RCW82.04.240 and 2003 c 149 s 3 are each anmended to
read as foll ows:

(1) Upon every person engaging within this state in business as a
manuf acturer, except persons taxable as manufacturers under other

SHB 3066. SL p. 6
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provisions of this chapter; as to such persons the anmobunt of the tax
Wi th respect to such business ((shall—be)) is equal to the value of the
products, including byproducts, manufactured, nultiplied by the rate of
0. 484 percent.

(2)(a) Upon every person engaging wthin this state in the business
of manufacturing sem conductor materials, as to such persons the anount
of tax with respect to such business ((shatk)) is, in the case of
manuf acturers, ((be)) equal to the value of the product manufactured,
or, in the case of processors for hire, ((be)) equal to the gross
i ncone of the business, nultiplied by the rate of 0.275 percent. For
t he purposes of this subsection "sem conductor nmaterial s" nmeans silicon
crystals, silicon ingots, raw polished sem conductor wafers, conpound
sem conductors, integrated circuits, and m crochi ps.

(b) A person_reporting_ under the tax_rate provided in_this
subsection (2) nust file a conplete annual report with the departnent
under section 103 of this act.

(c) This subsection (2) expires twelve years after the effective
date of this act.

(3) The neasure of the tax is the value of the products, including
byproducts, so manufactured regardl ess of the place of sale or the fact
that deliveries may be nade to points outside the state.

Sec. 105. RCW82.04.2404 and 2006 ¢ 84 s 2 are each anended to
read as foll ows:

(1) Upon every person engaging wwthin this state in the business of
manufacturing or processing for hire sem conductor materials, as to
such persons the anobunt of tax with respect to such business ((shat))
is, in the case of manufacturers, ((be)) equal to the value of the
product manufactured, or, in the case of processors for hire, ((be))
equal to the gross incone of the business, nmultiplied by the rate of
0. 275 percent.

(2) For the purposes of this section "sem conductor materials"
means silicon crystals, silicon ingots, raw polished sem conductor
waf ers, and conpound sem conductor wafers.

(3) A person reporting under the tax rate provided in this section
must file a conplete annual report with the departnent under section
103 of this act.

p. 7 SHB 3066. SL
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(4) This section expires ((twelve—years—after)) Decenber 1,
((20066)) 2018.

Sec. 106. RCW 82.04.250 and 2008 ¢ 81 s 5 are each anended to read
as follows:

(1) Upon every person engaging wwthin this state in the business of
maki ng sales at retail, except persons taxable as retail ers under other
provi sions of this chapter, as to such persons, the anmount of tax with
respect to such business ((shalk—be)) is equal to the gross proceeds of
sal es of the business, nultiplied by the rate of 0.471 percent.

(2) Upon every person engaging wwthin this state in the business of
making sales at retail that are exenpt from the tax inposed under
chapter 82.08 RCW by reason of RCW 82.08.0261, 82.08.0262, or
82.08. 0263, except persons taxable wunder RCW 82.04.260(11) or
subsection (3) of this section, as to such persons, the anount of tax
wth respect to such business ((shalt—be)) is equal to the gross
proceeds of sales of the business, nmultiplied by the rate of 0.484
percent .

(3)(@a) Upon every person classified by the federal aviation
adm nistration as a federal aviation regulation part 145 certificated
repair station and that is engaging within this state in the business
of making sales at retail that are exenpt fromthe tax inposed under
chapter 82.08 RCW by reason of RCW 82.08.0261, 82.08.0262, or
82.08. 0263, as to such persons, the anpunt of tax with respect to such
busi ness ((shal—be)) is equal to the gross proceeds of sales of the
busi ness, nultiplied by the rate of .2904 percent.

(b) A person_reporting_ under the_ tax_rate_ provided in_this
subsection (3) nust file a conplete annual report with the depart nent
under section 103 of this act.

Sec. 107. RCW82.04.260 and 2009 c 479 s 64, 2009 c 461 s 1, and
2009 c 162 s 34 are each reenacted and anmended to read as foll ows:

(1) Upon every person engaging wwthin this state in the business of
manuf act uri ng:

(a) Weat into flour, barley into pearl barley, soybeans into
soybean oil, canola into canola oil, canola neal, or canola by-
products, or sunflower seeds into sunflower oil; as to such persons the

SHB 3066. SL p. 8
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ampunt of tax with respect to such business ((shalH—be)) is equal to
the value of the flour, pearl barley, oil, canola neal, or canola by-
product manufactured, nultiplied by the rate of 0.138 percent;

(b) Beginning July 1, 2012, seafood products that remain in a raw,
raw frozen, or raw salted state at the conpletion of the manufacturing
by that person; or selling manufactured seafood products that remain in
a raw, raw frozen, or raw salted state at the conpletion of the
manuf acturing, to purchasers who transport in the ordinary course of
busi ness the goods out of this state; as to such persons the anmount of
tax with respect to such business ((shall—be)) is equal to the val ue of
the products manufactured or the gross proceeds derived from such
sales, multiplied by the rate of 0.138 percent. Sellers nust keep and
preserve records for the period required by RCW82. 32.070 establishing
that the goods were transported by the purchaser in the ordinary course
of business out of this state;

(c) Beginning July 1, 2012, dairy products that as of Septenber 20,
2001, are identified in 21 CF. R, chapter 1, parts 131, 133, and 135,
i ncl udi ng by-products fromthe manufacturing of the dairy products such
as whey and casein; or selling the same to purchasers who transport in
the ordinary course of business the goods out of state; as to such
persons the tax inposed ((shall—be)) is equal to the value of the
products manufactured or the gross proceeds derived from such sales
multiplied by the rate of 0.138 percent. Sellers must keep and
preserve records for the period required by RCW82.32.070 establishing
that the goods were transported by the purchaser in the ordinary course
of business out of this state;

(d) Beginning July 1, 2012, fruits or vegetables by canning,
preserving, freezing, processing, or dehydrating fresh fruits or
veget ables, or selling at wholesale fruits or vegetabl es manufactured
by the seller by canning, preserving, freezing, processing, or
dehydrating fresh fruits or vegetables and sold to purchasers who
transport in the ordinary course of business the goods out of this
state; as to such persons the anpbunt of tax with respect to such
busi ness ((shalH—be)) is equal to the value of the products
manuf actured or the gross proceeds derived from such sales nmultiplied
by the rate of 0.138 percent. Sellers nust keep and preserve records
for the period required by RCW 82.32.070 establishing that the goods

p. 9 SHB 3066. SL
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were transported by the purchaser in the ordinary course of business
out of this state;

(e) Until July 1, 2009, alcohol fuel, biodiesel fuel, or biodiesel
feedstock, as those terns are defined in RCW 82.29A. 135; as to such
persons the ampunt of tax with respect to the business ((shakH—be)) is
equal to the value of alcohol fuel, biodiesel fuel, or biodiesel
f eedst ock manufactured, nmultiplied by the rate of 0.138 percent; and

(f) ((Ateohel—fuel—or)) Wod biomass fuel (()) as ((t+hese—terns
are)) defined in RCW82. 29A. 135; as to such persons the anmount of tax
with respect to the business ((shalH—be)) is equal to the value of
((aleehel—Fuel—oe+)) wood bionmass fuel manufactured, nmultiplied by the
rate of 0.138 percent.

(2) Upon every person engaging wwthin this state in the business of
splitting or processing dried peas; as to such persons the anount of
tax wth respect to such business ((shall—be)) is equal to the val ue of
the peas split or processed, nultiplied by the rate of 0.138 percent.

(3) Upon every nonprofit corporation and nonprofit association
engaging within this state in research and devel opnent, as to such
corporations and associ ations, the amunt of tax with respect to such
activities ((shalk—be)) is equal to the gross incone derived from such
activities nultiplied by the rate of 0.484 percent.

(4) Upon every person engaging wwthin this state in the busi ness of
sl aughtering, breaking and/or processing perishable neat products
and/or selling the sane at whol esale only and not at retail; as to such
persons the tax inposed ((shalH—be)) is equal to the gross proceeds
derived fromsuch sales nmultiplied by the rate of 0.138 percent.

(5) Upon every person engaging within this state in the busi ness of
acting as a travel agent or tour operator; as to such persons the
anount of the tax with respect to such activities ((shat—be)) is equal
to the gross incone derived fromsuch activities nultiplied by the rate
of 0.275 percent.

(6) Upon every person engaging within this state in business as an
international steanship agent, international custons house broker,
international freight forwarder, vessel and/or cargo charter broker in
foreign commerce, and/or international air cargo agent; as to such
persons the anobunt of the tax with respect to only international
activities ((shalk—be)) is equal to the gross incone derived from such
activities nultiplied by the rate of 0.275 percent.

SHB 3066. SL p. 10
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(7) Upon every person engaging wwthin this state in the business of
stevedoring and associated activities pertinent to the novenent of
goods and commodities in waterborne interstate or foreign comrerce; as
to such persons the anount of tax with respect to such business ((shat-
be)) is equal to the gross proceeds derived from such activities
multiplied by the rate of 0.275 percent. Persons subject to taxation
under this subsection ((shall—be)) are exenpt from paynent of taxes
i nposed by chapter 82.16 RCWfor that portion of their business subject
to taxation wunder this subsection. Stevedoring and associated
activities pertinent to the conduct of goods and comodities in
wat erborne interstate or foreign comerce are defined as all activities
of a labor, service or transportation nature whereby cargo may be
| oaded or unloaded to or fromvessels or barges, passing over, onto or
under a wharf, pier, or simlar structure; cargo my be noved to a
war ehouse or simlar holding or storage yard or area to await further
nmovenent in inport or export or may nove to a consolidation freight
station and be stuffed, unstuffed, <containerized, separated or
ot herw se segregated or aggregated for delivery or |oaded on any nobde
of transportation for delivery to its consignee. Specific activities
included in this definition are: Whar fage, handling, | oading,
unl oadi ng, noving of cargo to a convenient place of delivery to the
consi gnee or a convenient place for further novenent to export node;
docunentation services in connection with the receipt, delivery,
checki ng, care, custody and control of cargo required in the transfer
of cargo; inported autonobile handling prior to delivery to consignee;
term nal stevedoring and incidental vessel services, including but not
limted to plugging and unplugging refrigerator service to containers,
trailers, and other refrigerated cargo receptacles, and securing ship
hat ch covers.

(8) Upon every person engaging wwthin this state in the business of
di sposing of |owlevel waste, as defined in RCW43.145.010; as to such
persons the amount of the tax with respect to such business ((shatH
be)) is equal to the gross inconme of the business, excluding any fees
i nposed under chapter 43.200 RCW nmultiplied by the rate of 3.3
percent .

| f the gross inconme of the taxpayer is attributable to activities
both within and without this state, the gross incone attributable to

p. 11 SHB 3066. SL
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this state ((shal+)) nust be determ ned in accordance with the nethods
of apportionnment required under RCW82. 04. 460.

(9) Upon every person engaging within this state as an insurance
producer or title insurance agent |icensed under chapter 48.17 RCW or
a surplus line broker |icensed under chapter 48.15 RCW as to such
persons, the anount of the tax with respect to such licensed activities
((shalt—be)) is equal to the gross incone of such business nmultiplied
by the rate of 0.484 percent.

(10) Upon every person engaging within this state in business as a
hospital, as defined in chapter 70.41 RCW that is operated as a
nonprofit corporation or by the state or any of 1its political
subdi visions, as to such persons, the anmount of tax with respect to
such activities ((shall—be)) is equal to the gross incone of the
business nmultiplied by the rate of 0.75 percent through June 30, 1995,
and 1.5 percent thereafter.

(11)(a) Beginning October 1, 2005, wupon every person engaging
wthin this state in the business of nmanufacturing comerci al
ai rpl anes, or conponents of such airplanes, or nmaking sales, at retail
or whol esal e, of comrercial airplanes or conponents of such airpl anes,
manuf actured by the seller, as to such persons the anmount of tax with
respect to such business ((shatt)) is, in the case of manufacturers,
((be)) equal to the value of the product nmanufactured and the gross
proceeds of sales of the product nmanufactured, or in the case of
processors for hire, ((be)) equal to the gross incone of the business,
mul tiplied by the rate of:

(i) 0.4235 percent from Cctober 1, 2005, through ((t+hetater—of))
June 30, 2007; and

(1i) 0.2904 percent beginning July 1, 2007.

(b) Beginning July 1, 2008, upon every person who is not eligible
to report under the provisions of (a) of this subsection (11) and is
engaging within this state in the business of manufacturing tooling
specifically designed for use in manufacturing commercial airplanes or
conponents of such airplanes, or making sales, at retail or whol esal e,
of such tooling manufactured by the seller, as to such persons the
anount of tax with respect to such business ((shatkt)) is, in the case
of manufacturers, ((be)) equal to the value of the product manufactured
and the gross proceeds of sales of the product manufactured, or in the

SHB 3066. SL p. 12
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case of processors for hire, be equal to the gross incone of the
busi ness, nultiplied by the rate of 0.2904 percent.

(c) For the purposes of this subsection (11), "commercial airplane"
and "conponent" have the sanme neani ngs as provided i n RCW 82. 32. 550.

(d) In addition to all other requirenments under this title, a

person ((eHgible+o+r)) reporting under the tax rate ((wnrder)) provided

in this subsection (11) nust ((+repert—as—requt+red)) file a conplete
annual report with the departnment under ((REWS82-32-545)) section 103

of this act.

(e) This subsection (11) does not apply on and after July 1, 2024.

(12)(a) Until July 1, 2024, upon every person engaging within this
state in the business of extracting tinber or extracting for hire
tinber; as to such persons the anmpbunt of tax with respect to the
busi ness ((shal)) is, in the case of extractors, ((be)) equal to the
val ue of products, including by-products, extracted, or in the case of
extractors for hire, ((be)) equal to the gross incone of the business,
multiplied by the rate of 0.4235 percent from July 1, 2006, through
June 30, 2007, and 0.2904 percent from July 1, 2007, through June 30,
2024.

(b) Until July 1, 2024, upon every person engaging within this
state in the business of manufacturing or processing for hire: (i)
Tinber into tinber products or wood products; or (ii) tinber products
into other tinber products or wood products; as to such persons the
anount of the tax with respect to the business ((shatkH)) is, in the
case of manufacturers, ((be)) equal to the value of products, including
by-products, manufactured, or in the case of processors for hire,
((be)) equal to the gross incone of the business, nultiplied by the
rate of 0.4235 percent fromJuly 1, 2006, through June 30, 2007, and
0. 2904 percent fromJuly 1, 2007, through June 30, 2024.

(c) Until July 1, 2024, wupon every person engaging within this
state in the business of selling at wholesale: (i) Tinber extracted by
that person; (ii) tinber products manufactured by that person from
ti mber or other tinmber products; or (iii) wood products nmanufactured by
that person from tinber or tinber products; as to such persons the
anount of the tax with respect to the business ((shal—be)) is equal to
the gross proceeds of sales of the tinber, tinber products, or wood
products nultiplied by the rate of 0.4235 percent fromJuly 1, 2006,

p. 13 SHB 3066. SL
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t hrough June 30, 2007, and 0.2904 percent from July 1, 2007, through
June 30, 2024.

(d) Until July 1, 2024, upon every person engaging within this
state in the business of selling standing tinber; as to such persons
the amount of the tax with respect to the business ((shalH—be)) is
equal to the gross inconme of the business multiplied by the rate of
0. 2904 percent. For purposes of this subsection (12)(d), "selling
standing tinber" neans the sale of tinber apart fromthe |and, where
the buyer is required to sever the tinber within thirty nonths fromthe
date of the original contract, regardl ess of the nethod of paynent for
the tinber and whether title to the tinber transfers before, upon, or
after severance.

(e) For purposes of this subsection, the followng definitions
appl y:

(1) "Bioconposite surface products” neans surface material products
contai ning, by weight or volune, nore than fifty percent recycl ed paper
and that al so use nonpetrol eum based phenolic resin as a bondi ng agent.

(ii1) "Paper and paper products” nmeans products nmnade of interwoven
cellulosic fibers held together largely by hydrogen bonding. "Paper
and paper products” includes newsprint; office, printing, fine, and
pressure-sensitive papers; paper napkins, towels, and toilet tissue;
kraft bag, construction, and other kraft industrial papers; paperboard,
liquid packaging containers, containerboard, corrugated, and solid-

fiber containers including linerboard and corrugated nedium and
related types of cellulosic products containing primarily, by weight or
volunme, cellulosic materials. "Paper and paper products” does not

i ncl ude books, newspapers, nmgazines, periodicals, and other printed
publ i cations, advertising materials, calendars, and simlar types of
printed material s.

(ii1) "Recycl ed paper" neans paper and paper products having fifty
percent or nore of their fiber content that comes from postconsuner
wast e. For purposes of this subsection (12)(e)(iii), "postconsuner
waste"” neans a finished material that would normally be di sposed of as
solid waste, having conpleted its life cycle as a consuner item

(iv) "Tinber" neans forest trees, standing or down, on privately or
publicly owmed land. "Tinber" does not include Christmas trees that
are cultivated by agricultural nmethods or short-rotation hardwods as
defined in RCW84. 33. 035.

SHB 3066. SL p. 14
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(v) "Tinber products” neans:

(A) Logs, wood chips, sawdust, wood waste, and sim/lar products
obtai ned wholly fromthe processing of tinber, short-rotation hardwoods
as defined i n RCW 84. 33. 035, or both;

(B) Pulp, including market pulp and pulp derived from recovered
paper or paper products; and

(© Recycled paper, but only when used in the nanufacture of
bi oconposite surface products.

(vi) "Wbod products” neans paper and paper products; dinensiona
| unber; engi neered wood products such as particleboard, oriented strand
board, nedium density fiberboard, and plywod; wod doors; wood
w ndows; and bi oconposite surface products.

(f) Except for_ small harvesters as defined in_ RCW 84.33.035, a
person reporting under the tax rate provided in this subsection (12)
must file a conplete annual survey with the departnent under section
102 of this act.

(13) Upon every person engaging within this state in inspecting,
testing, |abeling, and storing canned sal nron owned by anot her person,
as to such persons, the anpunt of tax with respect to such activities
((shalt—be)) is equal to the gross incone derived fromsuch activities
mul tiplied by the rate of 0.484 percent.

(14)(a) Upon every person engaging within this state in the
busi ness of printing a newspaper, publishing a newspaper, or both, the
anount of tax on such business is equal to the gross inconme of the
busi ness multiplied by the rate of 0.2904 percent.

(b) A person_reporting_ under the_ tax_rate_ provided in_this
subsection (14) nust file a conplete annual report with the departnent
under section 103 of this act.

Sec. 108. RCW 82.04.2909 and 2006 c 182 s 1 are each anended to
read as foll ows:

(1) Upon every person who is an alum num snelter engaging wthin
this state in the business of manufacturing alumnum as to such
persons the anmpbunt of tax with respect to such business ((shatH)) is,
in the case of manufacturers, ((be)) equal to the value of the product
manuf actured, or in the case of processors for hire, ((be)) equal to
the gross incone of the business, mnmultiplied by the rate of .2904
percent .
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(2) Upon every person who is an alum num snelter engaging wthin
this state in the business of making sales at whol esal e of al um num
manuf actured by that person, as to such persons the anmount of tax with
respect to such business ((shalk—be)) is equal to the gross proceeds of
sales of the alumnumnultiplied by the rate of .2904 percent.

(3) A person reporting under the tax rate provided in this section
must file a conplete annual report with the departnent under section
103 of this act.

(4) This section expires January 1, 2012.

Sec. 109. RCW82.04.294 and 2009 c 469 s 501 are each anended to
read as foll ows:

(1) (a) Beginning Cctober 1, 2005, upon every person engagi ng within
this state in the business of manufacturing solar energy systens using
phot ovol tai ¢ nodul es, or of manufacturing solar grade silicon to be
used exclusively in conponents of such systens; as to such persons the
anmpunt of tax with respect to such business ((shalt)) is, in the case
of manufacturers, ((be)) wequal to the value of the product
manuf actured, or in the case of processors for hire, ((be)) equal to
the gross incone of the business, nultiplied by the rate of 0.2904
percent .

(b) Begi nning Cctober 1, 2009, upon every person engaging wthin
this state in the business of manufacturing solar energy systens using
phot ovol t ai ¢ nodul es, or of manufacturing solar grade silicon, silicon
solar wafers, silicon solar cells, thin filmsolar devices, or conpound
sem conductor solar wafers to be used exclusively in conponents of such
systens; as to such persons the anpbunt of tax with respect to such
business is, in the case of manufacturers, equal to the value of the
product manufactured, or in the case of processors for hire, equal to
the gross incone of the business, mnmultiplied by the rate of 0.275
percent .

(2)(a) Beginning Cctober 1, 2005, upon every person engagi ng within
this state in the business of making sal es at whol esal e of sol ar energy
systens using photovoltaic nodul es and manufactured by the seller, or
of solar grade silicon nmanufactured by the seller to be used
exclusively in conmponents of such systens((-——manrufactured—by—that
persoen)); as to such persons the anmount of tax with respect to ((sueh))
the business ((shalt—be)) is equal to the gross proceeds of sal es of
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the sol ar energy systens using photovoltaic nodules, or of the solar
grade silicon to be used exclusively in conponents of such systens,
mul tiplied by the rate of 0.2904 percent.

(b) Begi nning Cctober 1, 2009, upon every person engaging wthin
this state in the business of maki ng sal es at whol esal e of sol ar energy
systens using photovol taic nodul es, or of solar grade silicon, silicon
solar wafers, silicon solar cells, thin filmsolar devices, or conpound
sem conductor solar wafers to be used exclusively in conponents of such
systens, manufactured by that person; as to such persons the anount of
tax with respect to such business is equal to the gross proceeds of
sal es of the solar energy systens using photovoltaic nodul es, or of the
solar grade silicon to be used exclusively in conponents of such
systens, nultiplied by the rate of 0.275 percent.

(3) Beginning Cctober 1, 2009, silicon solar wafers, silicon solar
cells, thin filmsolar devices, or conpound sem conductor solar wafers
are "sem conductor materials" for the purposes of RCW 82.08.9651 and
82.12. 9651.

(4) The definitions in this subsection apply throughout this
section.

(a) "Conpound sem conductor solar wafers"” neans a sem conductor
sol ar wafer conposed of elenents fromtw or nore different groups of
t he periodic table.

(b) "Module" neans the smallest nondivisible self-contained
physi cal structure housing interconnected photovoltaic cells and
providing a single direct current electrical output.

(c) "Photovoltaic cell"™ nmeans a device that converts light directly
into electricity without noving parts.

(d) "Silicon solar cells" neans a photovoltaic cell manufactured
froma silicon solar wafer.

(e) "Silicon solar wafers"” nmeans a silicon wafer manufactured for
sol ar conversi on pur poses.

(f) "Solar energy systent neans any device or conbination of
devices or elenents that rely upon direct sunlight as an energy source
for use in the generation of electricity.

(g0 "Solar grade silicon" neans high-purity silicon wused
exclusively in conponents of solar energy systens using photovoltaic
modul es to capture direct sunlight. "Solar grade silicon" does not

i nclude silicon used in sem conductors.

p. 17 SHB 3066. SL
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(h) "Thin fil msol ar devices" neans a nonparticipating substrate on
which various semconducting materials are deposited to produce a
photovoltaic cell that is used to generate electricity.

(5) A person reporting under the tax rate provided in this section
must file a conplete annual report with the departnent under section
103 of this act.

(6) This section expires June 30, 2014.

Sec. 110. RCW82.04.426 and 2003 c 149 s 2 are each anmended to
read as foll ows:

(1) The tax inposed by RCW 82.04.240(2) does not apply to any
person in respect to the manufacturing of sem conductor m crochi ps.

(2) For the purposes of this section:

(a) "Manufacturing sem conductor mcrochips" neans taking raw
pol i shed sem conductor wafers and enbedding integrated circuits on the
waf ers usi ng processes such as maski ng, etching, and diffusion; and

(b) "Integrated circuit" nmeans a set of mcromniaturized,
el ectronic circuits.

(3) A person reporting under the tax rate provided in this section
must file a conplete annual report with the departnent under section
103 of this act.

(4) This section expires nine years after the effective date of
this act.

Sec. 111. RCW 82.04.4266 and 2006 c 354 s 3 are each anended to
read as foll ows:

(1) This chapter ((shall)) does not apply to the value of products
or the gross proceeds of sales derived from

(a) Manufacturing fruits or vegetables by canning, preserving,
freezing, processing, or dehydrating fresh fruits or vegetables; or

(b) Selling at wholesale fruits or vegetabl es nmanufactured by the
seller by canning, preserving, freezing, processing, or dehydrating
fresh fruits or vegetables and sold to purchasers who transport in the
ordinary course of business the goods out of this state. A person
taki ng an exenption under this subsection (1)(b) nust keep and preserve
records for the period required by RCW 82. 32. 070 establishing that the
goods were transported by the purchaser in the ordinary course of
busi ness out of this state.

SHB 3066. SL p. 18
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(2) A person claimng the exenption provided in this section nust
file a conplete annual survey with the departnent under section 102 of
this act.

(3) This section expires July 1, 2012.

Sec. 112. RCW 82.04.4268 and 2006 c 354 s 1 are each anended to
read as foll ows:

(1) This chapter ((shall)) does not apply to the value of products
or the gross proceeds of sales derived from

(a) Manufacturing dairy products; or

(b) Selling manufactured dairy products to purchasers who transport
in the ordinary course of business the goods out of this state. A
person taking an exenption under this subsection (1)(b) nust keep and
preserve records for the period required by RCW82. 32.070 establishing
that the goods were transported by the purchaser in the ordinary course
of business out of this state.

(2) "Dairy products" nmeans dairy products that as of Septenber 20,
2001, are identified in 21 CF.R, chapter 1, parts 131, 133, and 135,
i ncl udi ng byproducts fromthe manufacturing of the dairy products such
as whey and casei n.

(3) A person claimng the exenption provided in this section nust
file a conplete annual survey with the departnent under section 102 of
this act.

(4) This section expires July 1, 2012.

Sec. 113. RCW 82.04.4269 and 2006 c 354 s 2 are each anended to
read as foll ows:

(1) This chapter does not apply to the value of products or the
gross proceeds of sales derived from

(a) Manufacturing seafood products that remain in a raw, raw
frozen, or raw salted state at the conpletion of the manufacturing by
t hat person; or

(b) Selling manufactured seafood products that remain in a raw, raw
frozen, or rawsalted state to purchasers who transport in the ordinary
course of business the goods out of this state. A person taking an
exenption under this subsection (1)(b) nust keep and preserve records
for the period required by RCW 82.32.070 establishing that the goods
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were transported by the purchaser in the ordinary course of business
out of this state.

(2) A person claimng the exenption provided in this section nust
file a conplete annual survey with the departnent under section 102 of
this act.

(3) This section expires July 1, 2012.

Sec. 114. RCW 82.04. 4452 and 2005 ¢ 514 s 1003 are each anended to
read as foll ows:

(1) I'n conmputing the tax inposed under this chapter, a credit is
al l owed for each person whose research and devel opnent spendi ng during
the year in which the credit is clainmd exceeds 0.92 percent of the
person's taxabl e anount during the sane cal endar year.

(2) The credit ((shalHl—be)) is calculated as fol | ows:

(a) Determine the greater of the amount of qualified research and
devel opnment expenditures of a person or eighty percent of anounts
received by a person other than a public educational or research
institution in conpensation for the conduct of qualified research and
devel opnent ;

(b) Subtract 0.92 percent of the person's taxable anmunt fromthe
anount determ ned under (a) of this subsection;

(c) Multiply the anmpbunt determ ned under (b) of this subsection by
the fol |l ow ng:

(i) For the period June 10, 2004, through Decenber 31, 2006, the
person's average tax rate for the cal endar year for which the credit is
cl ai med;

(11) For the cal endar year endi ng Decenber 31, 2007, the greater of
the person's average tax rate for that cal endar year or 0.75 percent;

(ii1) For the cal endar year ending Decenber 31, 2008, the greater
of the person's average tax rate for that cal endar year or 1.0 percent;

(1v) For the cal endar year endi ng Decenber 31, 2009, the greater of
the person's average tax rate for that cal endar year or 1.25 percent;

(v) For the cal endar year endi ng Decenber 31, 2010, and thereafter,
1. 50 percent.

For purposes of calculating the credit, if a person's reporting
period is |l ess than annual, the person nmay use an estimated average tax
rate for the cal endar year for which the credit is clained by using the
person's average tax rate for each reporting period. A person who uses

SHB 3066. SL p. 20
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an estimated average tax rate nust nmake an adjustnment to the tota
credit clained for the cal endar year using the person's actual average
tax rate for the cal endar year when the person files its last return
for the cal endar year for which the credit is clained.

(3) Any person entitled to the credit provided in subsection (2) of
this section as a result of qualified research and devel opnent
conduct ed under contract may assign all or any portion of the credit to
the person contracting for the performance of the qualified research
and devel opnent .

(4) The credit, including any credit assigned to a person under
subsection (3) of this section, ((shal)) nust be cl ai med agai nst taxes
due for the sanme calendar year in which the qualified research and
devel opment expenditures are incurred. The credit, including any
credit assigned to a person under subsection (3) of this section, for
each cal endar year ((shalt)) nmay not exceed the lesser of two mllion
dollars or the anpbunt of tax otherw se due under this chapter for the
cal endar year.

(5) For any person claimng the credit, including any credit
assigned to a person under subsection (3) of this section, whose
research and devel opnent spendi ng during the cal endar year in which the
credit is clainmed fails to exceed 0.92 percent of the person's taxable
anount during the sane cal endar year or who is otherw se ineligible,
the departnent ((shalt)) nust declare the taxes against which the
credit was clained to be imediately due and payable. The departnent
((shalt)) nust assess interest, but not penalties, on the taxes agai nst
which the credit was clainmed. Interest ((shalh)) nust be assessed at
the rate provided for delinquent excise taxes under chapter 82.32 RCW
retroactively to the date the credit was clained, and ((shalt)) accrues
until the taxes agai nst which the credit was clainmed are repaid. Any
credit assigned to a person under subsection (3) of this section that
is disallowed as a result of this section may be clainmed by the person
who perfornmed the qualified research and devel opnent subject to the
[imtations set forth in subsection (4) of this section.

(6)(((a)y  The legistature finds that  accountability  and
effectiveness are inportant aspects of-setting tax policy. tnorder to
ake—pob-ey—ehotces—regardingthe-best—use—ol |+ mted state resources
Hre—tegh-statureneeds—4nlormat-on—onhowatatneentve+-s—used—
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By)) A person claimng the credit ((shakl)) provided in_this
section nust file a conplete annual survey with the departnent under
section 102 of this act. ((Fhe—surveyis—duebyMreh 3istfollowng

. hicl T Lai . I I oy
due—date—for—t+rely—HHng—of—annval—surveys—under—thi-s—seetion—as

N ovi-ded N DAL Q 00 ho LAy h N de h o a2a¥ila 2 heo

whet-her—the —eredit-—has—been—assi-gned —under—subseetion—(3)—of—thts
: L : oy it I hall_al nelude td

doeH-ars —or — greater——A—vwage — band — econtatning — fFewer —thanr —three
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\/ v et

disclosed to the public upon reguest, except as provided in this
I . 6} () Y Y ' I I
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on—the—Faxpayer—s—returns—or—otherwse—attowed—by—the—departnent—+s

under—thi-s—subseetion—wth—the—departrent—by—the—due—date—or—any
extenston—under —ROW-82-32 5906 —the —person—entitled —to—the—eredtt

dedi I . 2} of thi . . i aibl Laj
. I '  ded_i I . 2 .t hi . i n the

I il ed el £l I _

T I hall he_inf . : I . 5} _of

hi . I . L I _
Fewer —Hhan—three—taxpayers—shab-—be—tnecluded—in—any—category——The
departrent—shatH—report—these—statisties—tothe—tegishature—each—year

Hrrs— —operattons —inbo—the —state——and —sueh —other —Factors—as—the
departrent—seleets—

£9Y)) (7) For the purpose of this section:

(a) "Average tax rate" neans a person's total tax liability under
this chapter for the calendar year for which the credit is clained
divided by the taxpayer's total taxable anmount under this chapter for
t he cal endar year for which the credit is clained.

(b) "Qualified research and developnent expenditures" neans
operati ng expenses, including wages, conpensation of a proprietor or a
partner in a partnership as determned under rules adopted by the
departnent, benefits, supplies, and conputer expenses, directly
incurred in qualified research and devel opnent by a person claimng the
credit provided in this section. The term does not include anmounts
paid to a person other than a public educational or research
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institution to conduct qualified research and devel opnent. Nor does
the terminclude capital costs and overhead, such as expenses for |and,
structures, or depreciable property.

(c) "Qualified research and developnment” shall have the sane
meani ng as i n RCW 82. 63. 010.

(d) "Research and devel opnent spending” nmeans qualified research
and devel opnent expenditures plus eighty percent of amounts paid to a
person other than a public educational or research institution to
conduct qualified research and devel opnent.

(e) "Taxable amount” neans the taxable anpbunt subject to the tax
inposed in this chapter required to be reported on the person's
conbi ned excise tax returns for the cal endar year for which the credit
is clained, | ess any taxabl e anount for which a credit is allowed under
RCW 82. 04. 440.

((26)y)) (8) This section expires January 1, 2015.

Sec. 115. RCW82.04.4461 and 2008 ¢ 81 s 7 are each anmended to
read as foll ows:

(D(a)(i) I'n conmputing the tax i nposed under this chapter, a credit
is allowed for each person for qualified aerospace product devel opnent.
For a person who is a manufacturer or processor for hire of comerci al
ai rpl anes or conponents of such airplanes, credit may be earned for
expendi tures occurring after Decenber 1, 2003. For all other persons,
credit may be earned only for expenditures occurring after June 30,
2008.

(ii) For purposes of this subsection, "comrercial airplane” and
"conponent" have the sane neani ngs as provided i n RCW82. 32. 550.

(b) Before July 1, 2005, any credits earned under this section nust
be accrued and carried forward and may not be used until July 1, 2005.
These carryover credits may be used at any tinme thereafter, and may be
carried over until used. Refunds may not be granted in the place of a
credit.

(2) The credit is equal to the amount of qualified aerospace
product devel opnent expenditures of a person, nultiplied by the rate of
1.5 percent.

(3) Except as provided in subsection (1)(b) of this section the
credit ((shatth)) nust be ((t+aken)) clained against taxes due for the
sane cal endar year in which the qualified aerospace product devel opnent
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expenditures are incurred. Credit earned on or after July 1, 2005, nay
not be carried over. The credit for each cal endar year ((shatH)) may
not exceed the anount of tax otherw se due under this chapter for the
cal endar year. Refunds may not be granted in the place of a credit.

(4) Any person claimng the credit ((shaklh)) nust file a form
prescri bed by the departnent that ((shalt)) nust include the anount of
the credit clainmed, an estimate of the anticipated aerospace product
devel opnent expenditures during the cal endar year for which the credit
is clained, an estimate of the taxable anmount during the cal endar year
for which the credit is clainmed, and such additional information as the
departnment may prescri be.

(5) The definitions in this subsection apply throughout this
section.

(a) "Aerospace product” has the neaning given in RCW82. 08. 975.

(b) "Aerospace product devel opnent” neans research, design, and
engi neering activities performed in relation to the devel opnent of an
aer ospace product or of a product |ine, nodel, or nodel derivative of
an aerospace product, including prototype devel opnent, testing, and
certification. The term includes the discovery of technological
information, the translating of technol ogical information into new or
i nproved products, processes, techniques, fornulas, or inventions, and
t he adaptation of existing products and nodels into new products or new
nmodel s, or derivatives of products or nodels. The term does not
include manufacturing activities or ot her production-oriented
activities, however the term does include tool design and engi neering
design for the manufacturing process. The term does not include
surveys and studies, social science and humanities research, narket
research or testing, quality control, sale pronotion and service,
conputer software developed for internal use, and research in areas
such as inproved style, taste, and seasonal design.

(c) "Qualified aerospace product developnent” neans aerospace
product devel opnent perfornmed within this state.

(d) "Qualified aerospace product devel opnent expenditures” neans
operati ng expenses, including wages, conpensation of a proprietor or a
partner in a partnership as determned by the departnent, benefits
supplies, and conputer expenses, directly incurred in qualified
aer ospace product devel opnent by a person claimng the credit provided
in this section. The termdoes not include anobunts paid to a person or
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to the state and any of its departnents and institutions, other than a
public educational or research institution to conduct qualified
aerospace product devel opnent. The term does not include capital costs
and overhead, such as expenses for land, structures, or depreciable
property.

(e) "Taxable amount” neans the taxable anpbunt subject to the tax
inposed in this chapter required to be reported on the person's tax
returns during the year in which the credit is clainmed, |ess any
t axabl e amount for which a credit is allowed under RCW 82. 04. 440.

(6) In addition to all other requirenments under this title, a
person ((taking)) claimng the credit under this section nust file a
conpl ete annual report ((as—+egut+ed)) with the departnent under ((RSW
82-32-545)) section 103 of this act.

(7) Credit may not be clainmed for expenditures for which a credit
i s clainmed under RCW 82. 04. 4452.

(8) This section expires July 1, 2024.

Sec. 116. RCW82.04.4463 and 2008 ¢ 81 s 8 are each anended to
read as foll ows:

(1) I'n conmputing the tax inposed under this chapter, a credit is
all oned for property taxes and | easehol d excise taxes paid during the
cal endar year.

(2) The credit is equal to:

(a)(i)(A) Property taxes paid on buildings, and | and upon which the
buil dings are located, constructed after Decenber 1, 2003, and used
excl usively in manufacturing comrercial airplanes or conponents of such
ai rpl anes; and

(B) Leasehold excise taxes paid wth respect to buildings
constructed after January 1, 2006, the |and upon which the buildings
are |located, or both, if the buildings are used exclusively in
manuf acturi ng commerci al airplanes or conponents of such airpl anes; and

(C) Property taxes or |easehold excise taxes paid on, or wth
respect to, buildings constructed after June 30, 2008, the |and upon
which the buildings are located, or both, and used exclusively for
aerospace product developnent, nanufacturing_tooling_specifically
designed for use_ in_nmanufacturing comercial airplanes or their
conponents, or in providing aerospace services, by persons not within
the scope of (a)(i)(A and (B) of this subsection (2) and are((—~H-
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Engaged —tn—manufactur-ing —toolHng—speectiiecalby—desigred —for—use—tn
rareH-actkw-rg — correretal — abrplanes — o —thelr —conponents——or—H143))
t axabl e under RCW82. 04. 290(3), 82.04.260(11)(b), or 82.04.250(3); or

(11) Property taxes attributable to an increase in assessed val ue
due to the renovation or expansion, after: (A) Decenber 1, 2003, of a
buil ding used exclusively in manufacturing commercial airplanes or
conponents of such airplanes; and (B) June 30, 2008, of buil dings used
exclusively for aerospace product devel opnent, nanufacturing tooling
specifically designed for use in manufacturing commercial airplanes or
their conponents, or in providing aerospace services, by persons not
within the scope of (a)(ii)(A) of this subsection (2) and are((—~H-
Engaged —in—manufactur-ing —toolHng—speectiiecalby—designred —for—use—tn
rareH-actkw-rg — correretal — abrplanes —or —thetlr —conponents——or —H143))
t axabl e under RCW82. 04. 290(3), 82.04.260(11)(b), or 82.04.250(3); and

(b) An anount equal to:

(1)(A) Property taxes paid, by persons taxable under RCW
82.04.260(11)(a), on mchinery and equipnent exenpt under RCW
82. 08. 02565 or 82.12. 02565 and acquired after Decenber 1, 2003;

(B) Property taxes paid, by persons taxable under RCW
82.04.260(11)(b), on mchinery and equipnent exenpt under RCW
82. 08. 02565 or 82.12. 02565 and acquired after June 30, 2008; or

(O Property taxes paid, by persons taxable under RCW
((8204-0250(3)>—F8204-2506(3r})) 82.04.250(3) or 82.04.290(3), on
conput er hardware, conputer peripherals, and software exenpt under RCW
82.08.975 or 82.12.975 and acquired after June 30, 2008.

(1i1) For purposes of determining the anount eligible for credit
under (i)(A) and (B) of this subsection (2)(b), the anount of property
taxes paidis nultiplied by a fraction.

(()) (A The nunerator of the fraction is the total taxable
anount subject to the tax inposed under RCWS82.04.260(11) (a) or (b) on
the applicable business activities of manufacturing conmerci al
ai rpl anes, conponents of such airplanes, or tooling specifically
designed for wuse in the manufacturing of comercial airplanes or
conponent s of such airpl anes.

((&4H)) (B) The denom nator of the fraction is the total taxable
anount subj ect to the tax inposed under al | manuf act uri ng
classifications in chapter 82. 04 RCW
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((HH))) (CQ For purposes of both the nunerator and denom nat or of
the fraction, the total taxable anpbunt refers to the total taxable
anount required to be reported on the person's returns for the cal endar
year before the cal endar year in which the credit under this sectionis
ear ned. The departnment may provide for an alternative nethod for
calculating the nunerator in cases where the tax rate provided in RCW
82.04.260(11) for manufacturing was not in effect during the full
cal endar year before the calendar year in which the credit under this
section is earned.

((¥)) (D No credit is available under (b)(i)(A) or (B) of this
subsection (2) if either the nunerator or the denomnator of the
fraction is zero. |If the fraction is greater than or equal to nine-
tenths, then the fraction is rounded to one.

((6e¥™)) (E) As wused in (((HH)) (€ of this subsection
(2)(b)(i1)((S)), "returns" nmeans the tax returns for which the tax
i nposed under this chapter is reported to the departnent.

(3) The definitions in this subsection apply throughout this
section, unless the context clearly indicates otherw se.

(a) "Aerospace product developnent” has the sane neaning as
provi ded in RCW82. 04. 4461.

(b) "Aerospace services" has the sanme neaning given in RCW
82. 08. 975.

(c) "Commercial airplane"” and "conponent"” have the sane neani ngs as
provi ded in RCW82. 32. 550.

(4) Acredit earned during one cal endar year nmay be carried over to
be credited agai nst taxes incurred in a subsequent cal endar year, but
may not be carried over a second year. No refunds may be granted for
credits under this section.

(5 In addition to all other requirenments under this title, a
person ((taking)) claimng the credit under this section nust file a
conpl ete annual report ((as—+egut+ed)) with the departnent under ((RSW
82-32-545)) section 103 of this act.

(6) This section expires July 1, 2024.

Sec. 117. RCW82.04.448 and 2003 c 149 s 9 are each anended to
read as foll ows:

(1) Subject to the limts and provisions of this section, a credit
is authorized agai nst the tax otherw se due under RCW82.04.240(2) for
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persons engaged in the business of manufacturing sem conductor
materials. For the purposes of this section "sem conductor material s"
has the sane neani ng as provided i n RCW82. 04. 240( 2) .

(2)(a) The credit wunder this section ((shalt)) equals three
t housand dollars for each enploynent position used in manufacturing
production that takes place in a new buil di ng exenpt fromsal es and use
tax under RCW 82.08.965 and 82.12.965. A credit is earned for the
cal endar year a person fills a position. Additionally a credit is
earned for each year the position is naintained over the subsequent
consecutive years, up to eight years. Those positions that are not
filled for the entire year are eligible for fifty percent of the credit
if filled less than six nonths, and the entire credit if filled nore
t han si x nont hs.

(b) To qualify for the credit, the manufacturing activity of the
person nust be conducted at a new building that qualifies for the
exenption fromsal es and use tax under RCW82.08. 965 and 82. 12. 965.

(c) Inthose situations where a production building in existence on
the effective date of this section wll be phased out of operation,
during which tinme enploynent at the new building at the same site is
increased, the person is eligible for credit for enploynent at the
existing building and new building, with the limtation that the
conbined eligible enploynent not exceed full enploynent at the new
buil ding. "Full enploynment” has the sane neaning as in RCW 82. 08. 965.
The credit may not be earned until the commencenent of commerci al
production, as that termis used in RCW82. 08. 965.

(3) No application is necessary for the tax credit. The person is
subject to all of the requirenents of chapter 82.32 RCW In no case
may a credit earned during one calendar year be carried over to be
credited against taxes incurred in a subsequent cal endar vyear. No
refunds may be granted for credits under this section.

(4) If at any tine the departnent finds that a person is not
eligible for tax credit under this section, the anount of taxes for
which a credit has been clainmed ((shalH—be)) is imediately due. The
departnment ((shalt)) nust assess interest, but not penalties, on the
taxes for which the person is not eligible. The interest ((shaH))
nust be assessed at the rate provided for delinquent excise taxes under
chapter 82.32 RCW ((shall—be)) is retroactive to the date the tax
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credit was taken, and ((shatkl)) accrues until the taxes for which a
credit has been used are repaid.

(5) A person ((taking)) claimng the credit under this section nust
file a_ conplete annual report wth_ the departnment under ((REW
82-32-535)) section 103 of this act.

(6) Credits may be ((taken)) clainmed after twelve years after the
effective date of this act, for those buildings at which commerci al
producti on began before twelve years after the effective date of this
act, subject to all of the eligibility criteria andlimtations of this
section.

(7) This section expires twelve years after the effective date of
this act.

Sec. 118. RCW 82.04.4481 and 2006 c 182 s 2 are each anended to
read as foll ows:

(1) I'n conmputing the tax inposed under this chapter, a credit is
allowed for all property taxes paid during the calendar year on
property owned by a direct service industrial custoner and reasonably
necessary for the purposes of an al um num snelter.

(2) A person ((taking)) claimng the credit under this sectionis
subject to all the requirenents of chapter 82.32 RCW A credit earned
during one cal endar year may be carried over to be credited against
taxes incurred in the subsequent cal endar year, but may not be carried
over a second year. Credits carried over nust be applied to tax
liability before new credits. No refunds may be granted for credits
under this section.

(3) Credits may not be clained under this section for property
taxes levied for collection in 2012 and thereafter.

(4) A person claimng the credit provided in this section nust file
a conplete annual report with the departnent under section 103 of this
act .

Sec. 119. RCW82.04.4483 and 2004 ¢ 25 s 1 are each anended to
read as foll ows:

(1) Subject to the 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
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conputer software or programm ng, as those terns are defined in this
section.

(2) A person who partially or totally rel ocates a business fromone
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 fromone 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 |ocated 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.

(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 tinme the positionis 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 al
ot her conditions are net.

(b) Participants who clained credit under RCW 82.04.4456 for
qualified enploynent positions created before Decenber 31, 2003, are
eligible to earn credit for each year the position is maintai ned over
t he 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
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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 positionis 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 departnment 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
posi tions and enpl oyees.

(6) If at any time the departnment finds that a person is not
eligible for tax credit under this section, the anount of taxes for
which a credit has been clained ((shalH—be)) is imediately due. The
departnment ((shalt)) nust assess interest, but not penalties, on the
taxes for which the person is not eligible. The interest ((shaH))
nust be assessed at the rate provided for delinquent excise taxes under
chapter 82.32 RCW ((shall—be-assessed)) applies retroactively to the
date the tax credit was taken, and ((shalHl—aecerdue)) accrues until the
taxes for which a credit has been used are repaid.

(7) The credit under this section nmay be used agai nst any tax due
under this chapter, but in no case nmay a credit earned during one
cal endar year be carried over to be credited against taxes incurred in
a subsequent calendar year. A person is not eligible to receive a
credit under this section if the person is receiving credit for the
sane position under chapter 82.62 RCW or RCW 82. 04. 44525 or is taking
a credit wunder this chapter for information technology help desk
services conducted froma rural county. No refunds may be granted for
credits under this section.

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

(9 A person ((taking)) claimng a tax credit((s)) under this
section ((shakH—make—an)) nust file a conplete annual ((+epert—te))
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Hhe—previous —vyear—Fattuwreto-—tHte—areport—wH—not—+resubt—n—the

toss—of —eltgi-bty —under —this —sectton——However - —tHhe —deparbrent—

through—iHts—research—div-sion——shall—contact—taxpayers—who—have—not-

HAed—the—report—and—obtatn—the—datatrom-thetaxpayer—or—asstst—the
. he fil] ¢ ¢ , I I I | ng .

I ¢ . . . . 1))
(10) As used in this section:

(a) "Conputer 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"” nmeans the sane as "to manufacture"” under RCW
82.04.120. Manufacturing includes the activities of both manufacturers
and processors for hire.

(c) "Programm ng" nmeans 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 RCW82. 04.290(2) or as
a retail sal e under RCW82. 04. 050.

(d) "Qualifying activity" neans 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, pr of essi onal ,
service, executive, and other simlar positions. If an enpl oyee is
either voluntarily or involuntarily separated from enploynent, the
enpl oynment position is considered filled on a full-tinme 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.
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({ (H—TFh-s——secttonexpires—Januvary—1—261H-))

Sec. 120. RCW82.04.4484 and 2004 ¢ 25 s 2 are each anended to
read as foll ows:

(1) Subject to the 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 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 ((shalt—be)) is equal to one hundred percent of the
anount of tax due under this chapter that is attributable to providing
the services fromthe rural county. In order to qualify for the credit
under this subsection, the county nust neet the definition of rura
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 departnment to verify eligibility
under this section. These records include information relating to
description of activity engaged in a rural county by the person.

(5 If at any time the departnment finds that a person is not
eligible for tax credit under this section, the anount of taxes for
which a credit has been used is immediately due. The depart nent
((shalt)) nust assess interest, but not penalties, on the credited
taxes for which the person is not eligible. The interest ((shaH))
nust be assessed at the rate provided for delinquent excise taxes under
chapter 82.32 RCW ((shall—beassessed)) retroactively to the date the
tax credit was taken, and ((shalkH)) wll accrue until the taxes for
which a credit has been used are repaid.

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

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

(8 A person ((taking)) claimng a tax credit((s)) under this
section ((shalHl—make—an)) nust file a conplete annual ((+epert—te))
survey with the departnent under section 102 of this act. ((Fhre+report

through—its—research—div-sion-—shall—contact—taxpayers—who—have—not-
HAed—the—report—and—obtatn—the—datatrom-thetaxpayer—or—asstst—the
. he fil] ¢ ¢ , I I I | ng .
I ¢ . . . . 1))

(9) As used in this section:

(a) "Information technol ogy hel p desk services" neans the foll ow ng
services perfornmed using el ectronic and tel ephoni ¢ 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. 121. RCW82.04.449 and 2009 c 296 s 3 are each anmended to
read as foll ows:

(1) In conputing the tax inposed under this chapter, a credit is
allowed for participants in the Wshington custom zed enploynent
training programcreated in RCW28B. 67.020. The credit allowed under
this section is equal to fifty percent of the value of a participant's
paynents to the enploynent training finance account created in RCW

28B. 67. 030. If a participant in the program does not neet the
requi renents of RCW28B. 67.020(2)(b)(ii), the participant nust remt to
the departnent the value of any credits taken plus interest. The
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credit earned by a participant in one cal endar year nmay be carried over
to be credited against taxes incurred in a subsequent cal endar year
No credit nmay be allowed for repaynent of training all owances received
fromthe Washi ngton custom zed enpl oynent training programon or after
July 1, 2016.

(2) Aperson claimng the credit provided in this section nust file

a conpl ete annual survey with the departnent under section 102 of this

act .

Sec. 122. RCW 82.08.805 and 2009 ¢ 535 s 513 are each anended to
read as foll ows:

(1) A person who has paid tax under RCW 82.08.020 for persona
property used at an alum num snelter, tangible personal property that
will be incorporated as an ingredient or conponent of buildings or
other structures at an alum num snelter, or for |abor and services
rendered with respect to such buildings, structures, or personal
property, is eligible for an exenption fromthe state share of the tax
in the form of a credit, as provided in this section. A person
clai mng an exenption nust pay the tax and may then take a credit equal
to the state share of retail sales tax paid under RCW 82.08.020. The
person ((shalH)) nust submt information, in a form and nmanner
prescribed by the departnent, specifying the anount of qualifying
purchases or acquisitions for which the exenption is clainmd and the
anount of exenpted tax.

(2) For the purposes of this section, "alum num snelter” has the
sane neani ng as provided in RCW82. 04. 217.

(3) A person claimng the tax _preference provided in this section
nust file a conplete annual report with the departnment under section
103 of this act.

(4 Credits may not be clained under this section for taxable
events occurring on or after January 1, 2012.

Sec. 123. RCW82.08.965 and 2003 ¢ 149 s 5 are each anended to
read as foll ows:

(1) The tax levied by RCW 82.08.020 ((shalt+)) does not apply to
charges made for Ilabor and services rendered in respect to the
constructing of new buildings wused for the nmanufacturing of
sem conductor materials, to sales of tangi ble personal property that
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wi Il be incorporated as an ingredient or conmponent of such buildings

during the course of the constructing, or to |abor and services
rendered in respect to installing, during the course of constructing,

buil ding fixtures not otherwse eligible for the exenption under RCW
82. 08. 02565(2) (b). The exenption is available only when the buyer

provides the seller with an exenption certificate in a formand manner

prescribed by the departnent. The seller ((shakl)) nust retain a copy
of the certificate for the seller's files.

(2) To be eligible under this section the manufacturer or processor
for hire nust neet the follow ng requirenents for an ei ght-year period,
such period beginning the day the new building comences comrerci al
production, or a portion of tax otherwise due ((shatt)) wll be
i mredi atel y due and payabl e pursuant to subsection (3) of this section:

(a) The manufacturer or processor for hire nust maintain at |east
seventy-five percent of full enploynent at the new building for which
t he exenption under this section is clained.

(b) Before comrenci ng commercial production at a new facility the
manuf acturer or processor for hire nust neet with the departnent to
review projected enploynent Ilevels in the new buildings. The
departnment, using information provided by the taxpayer, ((shatH)) nust
make a determ nation of the nunber of positions that would be filled at
full enploynment. This nunber ((shat)) nust be used throughout the
ei ght-year period to determ ne whether any tax is to be repaid. This
information is not subject to the confidentiality provisions of RCW
82.32.330 and may be disclosed to the public upon request.

(c) Inthose situations where a production building in existence on
the effective date of this section will be phased out of operation
during which tine enploynment at the new building at the same site is
i ncreased, the manufacturer or processor for hire ((shatH)) nust
mai ntain seventy-five percent of full enploynent at the manufacturing
site overall.

(d) No application is necessary for the tax exenption. The person
is subject to all the requirenents of chapter 82.32 RCW A person
((taking)) claimng the exenption under this section nust file a
conpl ete annual report ((as—+egut+ed)) with the departnent under ((RSW
82-32-535)) section 103 of this act.

(3) If the enploynent requirenent is not met for any one cal endar
year, one-eighth of the exenpt sales and use taxes ((shath)) wll be
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due and payable by April 1st of the following year. The departnent
((shalt)) nust assess interest to the date the tax was i nposed, but not
penalties, on the taxes for which the person is not eligible.

(4) The exenption applies to new buildings, or parts of buildings,
that are used exclusively in the manufacturing of sem conductor
materials, including the storage of raw materials and fini shed product.

(5) For the purposes of this section:

(a) "Commencenent of commercial production” is deened to have
occurred when the equipnent and process qualifications in the new
bui | ding are conpl eted and production for sal e has begun; and

(b) "Full enploynment” is the nunber of positions required for full
capacity production at the new building, for positions such as |ine
wor kers, engi neers, and techni ci ans.

(c) "Sem conductor materials" has the sane neaning as provided in
RCW 82. 04. 240( 2) .

(6) No exenption may be taken after twelve years after the
effective date of this act, however all of the eligibility criteria and
limtations are applicable to any exenptions cl ai ned before that date.

(7) This section expires twelve years after the effective date of
this act.

Sec. 124. RCW 82.08.9651 and 2009 c 469 s 502 are each anended to
read as foll ows:

(1) The tax levied by RCW 82.08.020 does not apply to sales of
gases and chem cal s used by a manufacturer or processor for hire in the
production of sem conductor materials. This exenption is limted to
gases and chem cal s used in the production process to grow t he product,
deposit or grow permanent or sacrificial |ayers on the product, to etch
or renmove material fromthe product, to anneal the product, to inmerse
the product, to clean the product, and other such uses whereby the
gases and chem cals conme into direct contact with the product during
t he production process, or uses of gases and chemcals to clean the
chanbers and ot her |ike equi pnment in which such processing takes pl ace.
For the purposes of this section, "sem conductor materials" has the
meani ng provided i n RCW 82. 04. 2404 and 82. 04. 294(3).

(2) A person ((taking)) claimng the exenption under this section
must file a conplete annual report with the departnent under ((RSW
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82-32-5351)) section 103 of this act. No application is necessary for
the tax exenption. The person is subject to all of the requirenents of
chapter 82.32 RCW

(3) This section expires ((twelve—years—after)) Decenber 1,
((2666)) 2018.

Sec. 125. RCW82.08.970 and 2003 c 149 s 7 are each anended to
read as foll ows:

(1) The tax levied by RCW 82.08.020 ((shalt+)) does not apply to
sal es of gases and chem cals used by a manufacturer or processor for
hire in the manufacturing of sem conductor materials. This exenption
islimted to gases and chem cals used in the manufacturing process to
grow the product, deposit or grow permanent or sacrificial |ayers on
the product, to etch or renove material fromthe product, to anneal the
product, to imrerse the product, to clean the product, and other such
uses whereby the gases and chem cals cone into direct contact with the
product during the mnufacturing process, or wuses of gases and
chemcals to clean the chanbers and other |ike equi pnment in which such
processing takes place. For the purposes of this section,
"sem conductor materials" has the sanme neaning as provided in RCW
82.04. 240(2).

(2) A person ((taking)) claimng the exenption under this section
must file a conplete annual report with the departnent under ((RSW
82-32-535)) section 103 of this act. No application is necessary for
the tax exenption. The person is subject to all of the requirenents of
chapter 82.32 RCW

(3) This section expires twelve years after the effective date of
this act.

Sec. 126. RCW 82.08.980 and 2003 2nd sp.s. ¢ 1 s 11 are each
anmended to read as foll ows:

(1) The tax levied by RCW 82.08.020 ((shalt+)) does not apply to
charges made for Ilabor and services rendered in respect to the
constructing of new buildings by a manufacturer engaged in the
manuf acturi ng of superefficient airplanes or by a port district, to be
| eased to a manufacturer engaged in the manufacturing of superefficient
airplanes, to sales of tangible personal property that wll be
i ncor porated as an i ngredi ent or conponent of such buildings during the
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course of the constructing, or to labor and services rendered in
respect to installing, during the course of constructing, building
fixtures not otherwse eligible for the exenption under RCW
82. 08. 02565(2) (b). The exenption is available only when the buyer
provides the seller with an exenption certificate in a formand manner
prescri bed by the departnent. The seller ((shakl)) nust retain a copy
of the certificate for the seller's files.

(2) No application is necessary for the tax exenption in this
section, however in order to qualify under this section before starting
construction the port district nmust have entered into an agreenment with
the manufacturer to build such a facility. A person ((takinrg))
claimng the exenption under this section is subject to all the
requi rements of chapter 82.32 RCW In addition, the person nust file
a_conplete_annual report ((as—fregui+red)) with the departnment under
((REW8232-545)) section 103 of this act.

(3) The exenption in this section applies to buildings, or parts of
buil dings, that are wused exclusively 1in the manufacturing of
superefficient airplanes, including buildings used for the storage of
raw materials and fini shed product.

(4) For the purposes of this section, "superefficient airplane" has
t he neani ng gi ven in RCW82. 32. 550.

(5) This section expires July 1, 2024.

Sec. 127. RCW82.12.022 and 2006 ¢ 182 s 5 are each anended to
read as foll ows:

(1) ((There is hereby levied and there shall be collected from) A
use tax is levied on every person in this state ((ausetax)) for the
privilege of using natural gas or manufactured gas within this state as
a consurer.

(2) The tax ((shatkl)) nust be levied and collected in an anount
equal to the value of the article used by the taxpayer nultiplied by
the rate in effect for the public utility tax on gas distribution
busi nesses under RCW 82.16.020. The "value of the article used" does
not include any anmounts that are paid for the hire or use of a gas
distribution business as defined in RCW 82.16.010((A)) (2) in
transporting the gas subject to tax under this subsection if those
anounts are subject to tax under that chapter
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(3) The tax levied inthis section ((shatlh)) does not apply to the
use of natural or manufactured gas delivered to the consunmer by other
means than t hrough a pipeline.

(4) The tax levied inthis section ((shatl)) does not apply to the
use of natural or manufactured gas if the person who sold the gas to
the consuner has paid a tax under RCW82.16.020 with respect to the gas
for which exenption is sought under this subsection.

(5 (a) The tax levied in this section ((shalt)) does not apply to
the use of natural or manufactured gas by an alum num snelter as that
termis defined in RCW82.04. 217 before January 1, 2012.

(b) A person claimng the exenption provided in this subsection (5)
must file a conplete annual report with the departnent under section
103 of this act.

(6) There ((shalt—be)) is a credit against the tax |evied under
this section in an anount equal to any tax paid by:

(a) The person who sold the gas to the consuner when that tax is a
gross receipts tax simlar to that inposed pursuant to RCW 82. 16. 020 by
another state wth respect to the gas for which a credit is sought
under this subsection; or

(b) The person consum ng the gas upon which a use tax simlar to
the tax inposed by this section was paid to another state with respect
to the gas for which a credit is sought under this subsection.

(7) The use tax ((hereby)) inposed ((shal)) in this section nust
be paid by the consuner to the departnent.

(8) There is inposed a reporting requirenent on the person who
delivered the gas to the consuner to make a quarterly report to the
depart nent. Such report ((shalH)) nust contain the volune of gas
delivered, nanme of the consuner to whom delivered, and such other
information as the departnent ((shalk)) may require by rule.

(9) The departnent may adopt rul es under chapter 34.05 RCWfor the
adm ni stration and enforcenent of sections 1 through 6, chapter 384,
Laws of 1989.

Sec. 128. RCW82.12.805 and 2009 ¢ 535 s 620 are each anended to
read as foll ows:

(1) A person who is subject to tax under RCW82. 12. 020 for personal
property used at an alum numsnelter, or for tangi bl e personal property
that will be incorporated as an i ngredi ent or conponent of buil dings or
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other structures at an alum num snelter, or for |abor and services
rendered with respect to such buildings, structures, or personal
property, is eligible for an exenption fromthe state share of the tax
in the formof a credit, as provided in this section. The anmount of
the credit ((shall—be)) equals ((te)) the state share of use tax
conputed to be due under RCW 82.12.020. The person ((shat)) nust
submt information, in a formand manner prescribed by the departnent,
speci fying the anobunt of qualifying purchases or acquisitions for which
the exenption is clained and the anobunt of exenpted tax.

(2) For the purposes of this section, "alum num snelter” has the
sanme neani ng as provided in RCW82. 04. 217.

(3) A person reporting under the tax rate provided in this section
nust file a conplete annual report with the departnment under section
103 of this act.

(4 Credits may not be clainmed under this section for taxable
events occurring on or after January 1, 2012.

Sec. 129. RCW82.12.965 and 2003 ¢ 149 s 6 are each anended to
read as foll ows:

(1) The provisions of this chapter do not apply with respect to the
use of tangible personal property that will be incorporated as an
i ngredi ent or conponent of new buil di ngs used for the manufacturing of
sem conductor materials during the course of constructing such
bui l dings or to | abor and services rendered in respect to installing,
during the course of constructing, building fixtures not otherw se
eligible for the exenption under RCW82. 08. 02565(2) (b).

(2) The eligibility requirenents, conditions, and definitions in
RCW 82. 08. 965 apply to this section, including the filing of a conplete
annual report with the departnent under section 103 of this act.

(3) No exenption may be taken twelve years after the effective date
of this act, however all of the eligibility criteria and limtations
are applicable to any exenptions cl ai ned before that date.

(4) This section expires twelve years after the effective date of
this act.

Sec. 130. RCW82.12.9651 and 2009 c 469 s 503 are each anended to
read as foll ows:
(1) The provisions of this chapter do not apply with respect to the

SHB 3066. SL p. 42



©O© 00 N O Ol WDN P

e e e
oo N O o A WDN R O

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

use of gases and chem cals used by a manufacturer or processor for hire
in the production of sem conductor materials. This exenption is
limted to gases and chem cals used in the production process to grow
t he product, deposit or grow permanent or sacrificial layers on the
product, to etch or renove material from the product, to anneal the
product, to i merse the product, to clean the product, and other such
uses whereby the gases and chem cals conme into direct contact with the
product during the production process, or uses of gases and chem cals
to clean the chanbers and other |ike equi pnent in which such processing
takes place. For purposes of this section, "sem conductor materials"
has the nmeani ng provided in RCW82. 04. 2404 and 82. 04. 294( 3) .

(2) A person ((taking)) claimng the exenption under this section
must file a conplete annual report with_the departnent under ((REW
82-32-535%)) section 103 of this act. No application is necessary for
the tax exenption. The person is subject to all of the requirenents of
chapter 82.32 RCW

(3) This section expires ((twelve—years—after)) Decenber 1,
((2666)) 2018.

Sec. 131. RCW82.12.970 and 2003 c 149 s 8 are each anended to
read as foll ows:

(1) The provisions of this chapter do not apply with respect to the
use of gases and chem cals used by a manufacturer or processor for hire
in the manufacturing of sem conductor materials. This exenption is
limted to gases and chem cals used in the manufacturing process to
grow the product, deposit or grow permanent or sacrificial l|ayers on
the product, to etch or renove material fromthe product, to anneal the
product, to i mrerse the product, to clean the product, and other such
uses whereby the gases and chem cals conme into direct contact with the
product during the mnufacturing process, or wuses of gases and
chemcals to clean the chanbers and other |ike equi pnment in which such
processi ng takes place. For purposes of this section, "sem conductor
mat eri al s" has the sanme neani ng as provided in RCW82. 04. 240(2) .

(2) A person ((taking)) claimng the exenption under this section
must file a conplete annual report with the departnent under ((RSW
82-32-535)) section 103 of this act. No application is necessary for
the tax exenption. The person is subject to all of the requirenents of
chapter 82.32 RCW
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(3) This section expires twelve years after the effective date of
this act.

Sec. 132. RCW 82.12.980 and 2003 2nd sp.s. ¢ 1 s 12 are each
anmended to read as foll ows:

(1) The provisions of this chapter do not apply with respect to the
use of tangible personal property that will be incorporated as an
i ngredi ent or conponent of new buil dings by a manufacturer engaged in
the manufacturing of superefficient airplanes or owned by a port
district and to be leased to a manufacturer engaged in the
manufacturing of superefficient airplanes, during the course of
constructing such buildings, or to labor and services rendered in
respect to installing, during the course of constructing, building
fixtures not otherwse eligible for the exenption under RCW
82. 08. 02565( 2) (b).

(2) The eligibility requirenents, conditions, and definitions in
RCW 82. 08. 980 apply to this section, including the filing of a conplete
annual report with the departnent under section 103 of this act.

(3) This section expires July 1, 2024.

Sec. 133. RCW82.16.0421 and 2009 c 434 s 1 are each anended to
read as foll ows:

(1) For the purposes of this section:

(a) "Chlor-alkali electrolytic processing business" neans a person
who is engaged in a business that uses nore than ten average negawatts
of electricity per nonth in a chlor-alkali electrolytic process to
split the electrochem cal bonds of sodium chloride and water to neke
chl orine and sodi umhydroxide. A "chlor-alkali electrolytic processing
busi ness” does not include direct service industrial customers or their
subsidiaries that contract for the purchase of power from the
Bonnevil |l e power adm ni stration as of June 10, 2004.

(b) "Sodium chlorate electrolytic processing business" neans a
person who is engaged in a business that uses nore than ten average
megawatts of electricity per nonth in a sodium chlorate electrolytic
process to split the el ectrochem cal bonds of sodiumchl oride and water
to make sodium chlorate and hydrogen. A "sodiumchlorate electrolytic
processi ng business”" does not include direct service industrial
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custoners or their subsidiaries that contract for the purchase of power
fromthe Bonneville power adm nistration as of June 10, 2004.

(2) Effective July 1, 2004, the tax |l evied under this chapter does
not apply to sales of electricity nade by a |light and power business to
a chlor-alkali electrolytic processing business or a sodium chlorate
el ectrol ytic processing business for the electrolytic process if the
contract for sale of electricity to the business contains the foll ow ng
terns:

(a) The electricity to be used in the electrolytic process is
separately netered fromthe electricity used for general operations of
t he busi ness;

(b) The price charged for the electricity used in the electrolytic
process will be reduced by an anmount equal to the tax exenption
available to the |light and power business under this section; and

(c) Disallowance of all or part of the exenption under this section
is a breach of contract and the damages to be paid by the chlor-al kal
el ectrolytic processing business or the sodium chlorate electrolytic
processi ng business are the anmount of the tax exenption disall owed.

(3) The exenption provided for in this section does not apply to
anounts received from the remarketing or resale of electricity
originally obtained by contract for the electrolytic process.

(4) I'n order to claiman exenption under this section, the chlor-
al kali electrolytic processing business or the sodium chlorate
el ectrolytic processing business nust provide the |ight and power
busi ness with an exenption certificate in a form and manner prescri bed
by the departnent.

(5) A person receiving the benefit of the exenption provided in
this section nust file a conplete annual report with the departnent
under section 103 of this act.

(6)(a) This section does not apply to sales of electricity nmade
after Decenber 31, 2018.

(b) This section expires June 30, 2019.

Sec. 134. RCW 82.29A.137 and 2003 2nd sp.s. ¢ 1 s 13 are each
anmended to read as foll ows:

(1) Al leasehold interests in port district facilities exenpt from
tax under RCW82.08.980 or 82.12.980 and used by a manufacturer engaged
in the manufacturing of superefficient airplanes, as defined in RCW
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82.32.550, are exenpt fromtax under this chapter. A person ((takirg))
claimng the credit under RCW 82.04.4463 is not eligible for the
exenption under this section.

(2) In addition to all other requirenments under this title, a
person ((taking)) claimng the exenption under this section nust file
a_conplete_annual report ((as—fregui+red)) with the departnent under
((REW8232-545)) section 103 of this act.

(3) This section expires July 1, 2024.

Sec. 135. RCW82.32.590 and 2009 c 461 s 7 are each anended to
read as foll ows:

(1) If the departnent finds that the failure of a taxpayer to file
an annual survey under section 102 of this act or annual report under
((REW— 82044452 — 82325351 — 8232650 — 8232630, — 8232610~
828202082 326326+ 8274-040)) section 103 of this act by the due
date was the result of circunstances beyond the control of the
t axpayer, the departnent ((shabkl)) nust extend the tinme for filing the
survey or report. Such extension ((shalt)) nust be for a period of
thirty days from the date the departnment issues its witten
notification to the taxpayer that it qualifies for an extension under
this section. The departnment may grant additional extensions as it
deens proper.

(2) I'n making a determ nation whether the failure of a taxpayer to
file an annual survey or annual report by the due date was the result
of circunstances beyond the control of the taxpayer, the departnent
((shalt)) nust be guided by rules adopted by the departnent for the
wai ver or cancellation of penalties when the underpaynment or untinely
paynent of any tax was due to circunstances beyond the control of the
t axpayer

Sec. 136. RCW82.32.600 and 2009 c 461 s 8 are each anended to
read as foll ows:

(1) Persons required to file annual surveys or annual reports under
((REW— 82044452 — 82325351 — 82-32- 545 — 8232610, — 8232630~
82820208232 632—o6+—8274-040)) section 102 or 103 of this act
must electronically file with the departnment all surveys, reports,
returns, and any other fornms or information the department requires in
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an electronic format as provided or approved by the departnent. As
used in this section, "returns"” has the sane neaning as "return” in RCW
82. 32. 050.

(2) Any survey, report, return, or any other form or informtion
required to be filed in an electronic format under subsection (1) of
this section is not filed until received by the departnment in an
el ectronic format.

(3) The departnent nay waive the electronic filing requirenment in
subsection (1) of this section for good cause shown.

Sec. 137. RCW82.32.710 and 2006 ¢ 301 s 4 are each anended to
read as foll ows:

(1) Aclient under the ternms of a professional enployer agreenent
is deened to be the sol e enpl oyer of a covered enpl oyee for purposes of
eligibility for any tax credit, exenption, or other tax incentive,
arising as the result of the enploynent of covered enpl oyees, provided
in RCW 82.04.4333, 82.04.44525, 82.04.448, 82.04.4483, 82.08.965,
82.12. 965, 82.16.0495, or 82.60.049 or chapter 82.62 or 82.70 RCW or
any other provision inthis title. A client, and not the professional
enpl oyer organi zation, ((shall—be)) is entitled to the benefit of any
tax credit, exenption, or other tax incentive arising as the result of
t he enpl oynent of covered enpl oyees of that client.

(2) Aclient under the ternms of a professional enployer agreenent
is deened to be the sol e enpl oyer of a covered enpl oyee for purposes of
reports or surveys that require the reporting of enploynent information
relating to covered enployees of the client, as provided in ((RSW
82.04. 4452, 82.04.4483, 82.04.4484, 82.32.535, 82.32.540, 82.32.545,
8232560 — 8232570+ — 8232610 — 8232620 — 8260070 —82-62-050+
82.63. 020, or-82.74.040, or any-other provision inthis title)) section
102 or 103 of this act. A client, and not the professional enployer
organi zation, ((shalHt—be)) is required to conplete any survey or report
that requires the reporting of enploynment information relating to
covered enpl oyees of that client.

(3) For the purposes of this section, "client," "covered enpl oyee, "
" pr of essi onal enpl oyer agreenent, " and  "professional enpl oyer
organi zati on" have the sane neani ngs as i n RCW82. 04. 540.
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Sec. 138. RCW82.60.020 and 2006 ¢ 142 s 1 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) "Applicant” nmeans a person applying for a tax deferral under
this chapter.

(2) "Department” 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 i nvestnent project in
an eligible area as defined in subsection (3) of this section.

(b) The Il 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

(11)(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 deferral
agrees in witing with the departnent to conplete the annual survey
requi red under RCW82. 60. 070; and

(© The econom c benefit of the deferral passed to the | essee is no
| ess than the anobunt of tax deferred by the |l essor 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.

(c) "Eligible investnent project"” does not include any portion of
an investnent project undertaken by a light and power business as
defined in RCW 82.16.010((5))) (4), 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
integral part, or investnent projects which have already received
deferral s under this chapter

(5) "lInitiation of construction" has the sane neaning as in RCW
82. 63. 010.

(6) "Investnent project” neans an i nvestnent in qualified buildings
or qualified machinery and equipnent, including |abor and services
rendered in the planning, installation, and construction of the
proj ect .
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((66))) (1) "Manufacturing”" neans the sane as defined in RCW
82. 04. 120. "Manuf acturing” also includes conputer progranmm ng, the
production of conputer software, and other conputer-rel ated services,
the activities performed by research and devel opnent | aboratories and
commercial testing |aboratories, and the conditioning of vegetable
seeds.

((H)) (8) "Person" has the neaning given in RCW82. 04. 030.

((8))) (9) "Qalified buildings" neans construction of new
structures, and expansion or renovation of existing structures for the
purpose of increasing floor space or production capacity used for
manuf acturing and research and devel opnent activities, including plant
of fices 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 used for
manuf acturing or research and devel opnent. If a building is used
partly for manufacturing or research and devel opnent and partly for
ot her purposes, the applicable tax deferral ((shalb)) nust be
determ ned by apportionnent of the costs of construction under rules
adopt ed by the departnent.

((9Y)) (10) "Qualified enploynent position"™ neans a pernmanent
full-time enpl oyee enployed in the eligible investnent project during
the entire tax year. The term "entire tax year" neans a full-tine
position that is filled for a period of twelve consecutive nonths. The
term"full-tinme" neans at least 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 equipnent” 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; manufacturing 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 nachinery.

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

((22»1)) (13) "Research and devel opnent” neans the devel opnent,
refinement, testing, marketing, and commercialization of a product,
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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.

Sec. 139. RCW82.60.070 and 2004 ¢ 25 s 7 are each anended to read
as follows:

(1) (a) ((Fhe — legtsltature — Hnds — that — accountabt+ty — and

B)y)) Each recipient of a deferral of taxes granted under this
chapter ((after—3dune—30—31994,——shalt)) nust file a conplete ((ar))
annual survey with the departnent under section 102 of this act. | f
the economic benefits of the deferral are passed to a |essee as
provided in RCW82.60.020(4), the |essee ((shalH—agreeto)) nust file
a conplete ((+he)) annual survey, and the applicant is not required to
file a conplete ((t+he)) annual survey. ((Fhre—survey—is—due—by—Mareh
projfect—ts—ecert-H-ed—hby—the—departnent—as—having—been—operationatby
conplete—and—the—seven—succeeding—ecalendar—years——The—swrvey—shatb
Hetude —tHhe —anount —of —tax—deferred-—the—nuber —ob —new—products—or
researeh — projects — by — general — elasstHecatton— —and — the —nupber — ol

I K- , | el . L it . I
HrvestaeRt —propeet——The —survey — shalk —alse — aetlude —the — Folowng
- . : | L. . hi :

doeH-ars —or — greater——A—wage — band — econtatni-ng — fewer —tHhanr —three
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reasur-e—the—resul-ts—of —the—deferral—program—to—be—submtted—at—the

sane tine as the survey.
—AH-—infermati-on—colHected—under—this—subseetion—except—the

prepare—summary—deserptive—stati-sties—by—category—No—fewer—than

Hhiree—taxpayers—shalbb—be—tncluded—tn—any—ecategory——The —departrent
hall I o he | eaisl I I I

Ist—

+)) (b) The departnent ((shalH——alse)) nust use the infornmation
reported on the annual survey required by this section to study the tax
deferral program authorized wunder this chapter. The depart nent
((shalt)) nust report to the legislature by Decenber 1, 2009. The
report ((shak)) nust neasure the effect of the program on 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 firms or the consolidation of firnms' operations into
the state, and such other factors as the departnent sel ects.

(2)((&)r)) If, on the basis of a survey under ((#+h+s)) section 102

of this_ act or other information, the departnent finds that an
i nvestnment project is not eligible for tax deferral under this chapter,
t he anmount of deferred taxes outstanding for the project ((shatH—be))
is imedi ately due.

(({b)y If a recipient of the deferral fails to conplete the annual
stvey—regued—under—subsection—{—of —thi-s—section—bythedate—due—
twebve—and —ene-—hal—percent—ol—the—deferredtax—shalH—be+mediateby
dwe—H—the—economec—benebts—olthedeterral—are-—passedtoatessee
as provided in RCW82.60. 020(4), the lessee shall be responsible for
payrent—totheextent—thetesseehas+eceivedtheeconome—benrefit))

(3) ((Netwithstanding —any—ether —subseetion—of —this—seection-
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befoere—July—3—3995)) A recipient who nust repay deferred taxes under
subsection (2) of this section 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 section 102 of this
act beginning on_ the date an_investnment project 1is_ used for
nonqual i fyi ng purposes

(4) Notwi thstanding any other ((subseetien)) provision of this
section or section 102 of this act, deferred taxes on the follow ng
need not be repaid:

(a) Machinery and equi pnent, and sal es of or charges nade for | abor
and services, which at the tinme of purchase would have qualified for
exenption under RCW82. 08. 02565; and

(b) Machi nery and equi pnent which at the tine of first use would
have qualified for exenption under RCW82. 12. 02565.

Sec. 140. RCW82.63.020 and 2009 c 268 s 3 are each anended to
read as foll ows:

(1) Application for deferral of taxes under this chapter nust be
made before initiation of construction of, or acquisition of equi pnent
or machinery for the investnent project. In the case of an investnent
project involving multiple qualified buildings, applications nust be
made for, and before the initiation of construction of, each qualified
buil ding. The application ((shal)) nust be made to the departnent in
a form and manner prescribed by the departnent. The application
((shalt)) nust contain information regarding the |ocation of the
i nvestment 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, tine schedules for conpletion and operation,
and other information required by the departnent. The depart nent
((shak)) nust rule on the application wthin sixty days.

(2)(({a)y  The legistature finds that  accountability  and
effectiveness are inportant aspects of-setting tax policy. tnorder to
ake—pob-ey—ehotces—regardingthe-best—use—ol i mted state resources
Hre—tegh-statureneeds—4nlormat-on—onhowa e tneentve+-s—used—

br—Appteants—For)) Each recipient of a deferral of taxes under
this chapter ((shatHlh)) nust file a conplete ((an)) annual survey with
the departnent under section 102 of this act. |If the econom c benefits
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of the deferral are passed to a | essee as provided in RCW82. 63. 010(7),
the lessee ((shallh)) nust file a conplete ((+he)) annual survey, and
the applicant is not required to ((eenplete)) file the annual survey.
( { Fhe—survey—t+s—due—byMareh—3tst—of—the—vyear—followngthe—calendar
. hich the i . . £ ed I I
havi I . ] | e ' | I
: I I . I L el oy on. oy
nunber of  trademarks, patents, and copyrights associated wth
S he i . . I hall_al nelud

a¥a' a M\A a¥a N a ‘a¥a a a N a aa
A » \/

a NO NN N AR N a¥a aV¥ald
AW VYA

or greater, but less than sixty thousand dollars; and sixty thousand
doeH-ars —or — greater——A—wage — band — econtatni-ng — fewer —thanr —three

a¥a v a aas a¥a' a N a¥a¥a N NO aVa' aVala N a¥a a¥a
\/ v et

reasur-e—the—resul-ts—of —the—deferral—program—to—be—submtted—at—the
sane tine as the survey.
—AH-—infermati-on—colHected—under—this—subseetion—except—the

3y The d hall ho i . : hi :

prepare—summary—deserptive—stati-sties—by—category—No—fewer—than
three—taxpayers—shal-—be—tneluded—in—any—ecategory—Fhe—departrent
hall I o he | eaisl I I I

Ist—

4y)) (3) The departnent ((shalt)) nust use the information
reported on the annual survey required by this section to study the tax
deferral program authorized wunder this chapter. The depart nent
((shalt)) nust report to the legislature by Decenber 1, 2009, and
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Decenber 1, 2013. The reports ((shatt)) nust neasure the effect of the
program on job creation, the nunmber of jobs created for WAshington
residents, conpany growth, the introduction of new products, the
diversification of the state's econony, growmh in research and
devel opnent investnent, the novenent of firnms or the consolidation of
firms' operations into the state, and such other factors as the
departnment sel ects.

(4) A recipient who nust repay deferred taxes under RCW 82.63. 045
because the departnent has found that an investnent project is used for
purposes_other than_research_ and_devel opnent perfornmed within this
state _in_the fields of advanced conputing, advanced naterials,
bi ot echnol ogy, @ electronic device technology, and environnental
technology is no longer required to file annual surveys under section
102 of this act beginning on the date an investnent project is used for
nonqual i fyi ng purposes.

Sec. 141. RCW82.63.045 and 2009 ¢ 268 s 5 are each anended to
read as foll ows:

(1) Except as provided in subsection (2) of this section and
section 102 of this act, taxes deferred under this chapter need not be
repai d.

(2)(a) If, on the basis of the survey under ((REAW-82-63-020))
section 102 of this act or other information, the departnent finds that
an investnment project is used for purposes other than qualified
research and developnment or pilot scale manufacturing at any tine
during the cal endar year in which the investnment project is certified
by the departnent as having been operationally conpleted, or at any
time during any of the seven succeedi ng cal endar years, a portion of
deferred taxes ((shalkh—be)) 1s imediately due according to the
foll ow ng schedul e:

Y ear inwhichuse occurs % of deferredtaxes due
1 100%
2 87.5%
3 75%
4 62.5%
5

50%

SHB 3066. SL p. 54



w

the—tessee—ts—responstble—for—payhent—to—the—extent—the—|lessee—has
. oy ol it

feyr—H-—an—+ravestrent —profect —+s—used —for —purposes—other —than

e —dui-ng —tHhe —eal-endar —year —+h —whi-eh —the —ARvestreat —proejeet—+5
£ ed havi I : ] | oy o of
the —deferral —fatts—to—conplete—the —aphual —suivey — due — uhder —REW

on—theschedulein{a)of thissubseetion)) |f the econom c 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 |essee has
recei ved the econom c benefit.

(3)(a) Notwi thstandi ng subsection (2) of this section, in the case
of an investnent project consisting of multiple qualified buildings,
the |l essee is solely liable for paynent of any deferred tax determ ned
by the departnment to be due and payabl e under this section begi nning on
the date the departnment certifies that the project is operationally
conpl et e.

(b) This subsection does not relieve the | essors of its obligation
to the | essee under RCW 82.63.010(7) to pass the econom c benefit of
the deferral to the | essee.

(4) The departnent ((shalh-)) nust assess interest at the rate
provi ded for delingquent taxes, but not penalties, retroactively to the

date of deferral. The debt for deferred taxes will not be extingui shed
by insol vency or other failure of the recipient. Transfer of ownership
does not termnate the deferral. The deferral is transferred, subject

to the successor neeting the eligibility requirenments of this chapter,
for the renmaining periods of the deferral.

(5) Notw thstandi ng subsection (2) of this section or section 102
of this act, deferred taxes on the foll ow ng need not be repaid:
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(a) Machinery and equi pnent, and sal es of or charges nade for | abor
and services, which at the tinme of purchase would have qualified for
exenption under RCW82. 08. 02565; and

(b) Machi nery and equi pnent which at the tine of first use would
have qualified for exenption under RCW82. 12. 02565.

Sec. 142. RCW82.74.040 and 2006 c 354 s 8 are each anmended to
read as foll ows:

(1) ({2 — Fhe — legrstature — Hnads — that — aceountabirbty — and

¢ . : : . Liov I
| L hoi i he | i I
he | eais s i n . I . . . .

B)y)) Each recipient of a deferral of taxes granted under this
chapter ((shalt)) nust file a conplete ((an)) annual survey with the
department under section 102 of this act. |If the econom c benefits of
the deferral are passed to a |essee as provided in RCW82.74.010(6),
the | essee ((shakl)) nust file a conplete ((t+he)) annual survey, and
the applicant is not required to ((eerplete)) file the annual survey.
((Fhe—survey—is—due—by—Marech—3tst—ot—the—year—foH-owngthe—calendar

. hich the i . . £ ed I I
havng—been—operattonaltlby—conplete—and—each—sl—the—seven—succeeding
catendar —years——The—departrent —nay—extend—the —due—date—for—reby
Hrg — of —anngal — surveys —under —Hhis —seetion—as —provided —-n— RCOW
82.32.590. The survey shall include the anount of tax deferred. The
suvey—shat-—also—inelude —the —FoHowing —inlormation—For —enployrent
positions in Vashington:

or greater, but less than sixty thousand dollars; and sixty thousand
doeH-ars —or — greater——A—wage — band — econtatni-ng — fewer —tHhanr —three

a¥a a aas a¥a' a N a¥a¥a N NO aVa' aVala N a¥a a¥a
\/ Y v et
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reasur-e—the—resul-ts—of —the—deferral—program—to—be—submtted—at—the

sane tine as the survey.
—AH-—infermati-on—colHected—under—this—subseetion—except—the

prepare—summary—deserptive—stati-sties—by—category—No—fewer—than
Hhiree—taxpayers—shalbb—be—tncluded—tn—any—ecategory——The —departrent
hall I N he leaisl I I I
ist—
TINET I hall al he_inf : et
: I I L hi hapter—— The departrent—shal
report—to—the—legistature—by—bBecerber—1-—2031—Fhe —report—shal-

deterral—are—passedto—atessee—asprovided—+nROW 8274-010{6}—the
Fessee—shal—be responstble—for—payrent—Lothe—extent—thelesseehas
reecetved—the—econom-c—benetHit——The—department—shalH—assess—+nterest—
I Lties. I I I hi on he |

shat-—he—assessed—at—the—rate—provi-ded —for —delnguent —taxes —under

a 9 RO\A a¥a a N N a¥a N N a -

b)y)) (2) A recipient who nust repay deferred taxes under RCW
82.74.050(2) because the departnent has found that an investnent

project is wused for purposes other than fresh fruit and vegetable
processing, dairy product manufacturing, seafood product manufacturing,

cold storage warehousing, or research and developnent is no |onger

required to file annual surveys under ((this)) section 102 of this act

begi nning on the date an investnment project is used for nonqualifying

pur poses.
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Sec. 143. RCW82.74.050 and 2006 ¢ 354 s 9 are each anended to
read as foll ows:

(1) Except as provided in subsection (2) of this section and
section 102 of this act, taxes deferred under this chapter need not be
repai d.

(2)(a) If, on the basis of the survey under ((REW-82—+74-040))
section 102 of this act or other information, the departnent finds that
an investnment project is used for purposes other than fresh fruit and
veget abl e processing, dairy product manufacturing, seafood product
manuf acturi ng, cold storage warehousing, or research and devel opnent at
any time during the cal endar year in which the investnent project is
certified by the departnent as having been operationally conpleted, or
at any tinme during any of the seven succeeding calendar years, a
portion of deferred taxes ((shalk—be)) is imediately due according to
the foll ow ng schedul e:

Y ear inwhichnongualifying useoccurs % of deferredtaxes due
1 100%
2 87.5%
3 75%
4 62.5%
5 50%
6 37.5%
7 25%
8 12.5%

(b) If the economi c benefits of the deferral are passed to a | essee
as provided in RCW82.74.010(6), the lessee is responsible for paynent
to the extent the | essee has received the econoni c benefit.

(3) The departnent ((shakl)) nust assess interest, but not
penalties, on the deferred taxes under subsection (2) of this section.
The interest ((shalh)) nust be assessed at the rate provided for
del i nquent taxes under chapter 82.32 RCW retroactively to the date of
deferral, and ((shatH)) wll accrue until the deferred taxes are
repai d. The debt for deferred taxes wll not be extinguished by
i nsol vency or other failure of the recipient. Transfer of ownership
does not termnate the deferral. The deferral is transferred, subject
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to the successor neeting the eligibility requirenents of this chapter
for the remaining periods of the deferral.

(4) Notw thstandi ng subsection (2) of this section or section 102
of this act, deferred taxes on the foll ow 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 tinme of purchase would have qualified for
exenpti on under RCW82. 08. 02565; and

(b) Machinery and equi pnent which at the tinme of first use would
have qualified for exenption under RCW82. 12. 02565.

NEW SECTION. Sec. 144. A new section is added to chapter 82.75
RCWto read as foll ows:

(1) Each recipient of a deferral of taxes granted under this
chapter nmust file a conplete annual survey with the departnent under
section 102 of this act. |If the econom c benefits of the deferral are
passed to a |essee as provided in RCW 82.75.010(5), the |essee nust
file a conplete annual survey, and the applicant is not required to
file the annual survey.

(2) A recipient who nust repay deferred taxes under RCW
82.75.040(2) because the departnent has found that an investnent
project is used for purposes other than qualified biotechnol ogy product
manuf acturing or nedical device manufacturing activities is no |onger
required to file annual surveys under section 102 of this act begi nning
on the date an investnent project is used for nonqualifying purposes.

Sec. 145. RCW 82.75.010 and 2009 c 549 s 1033 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) "Applicant"” means a person applying for a tax deferral under
this chapter.

(2) "Biotechnology" neans a technol ogy based on the science of
bi ol ogy, m cr obi ol ogy, nmol ecul ar bi ol ogy, cel | ul ar bi ol ogy,
bi ochem stry, or biophysics, or any conbi nati on of these, and incl udes,
but is not limted to, reconbi nant DNA t echni ques, genetics and genetic
engi neering, cell fusion techniques, and new bi oprocesses, using |iving
organi sns, or parts of organisns.
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(3) "Biotechnology product" neans any virus, therapeutic serum
anti body, protein, toxin, antitoxin, vaccine, blood, blood conponent or
derivative, allergenic product, or anal ogous product produced through
the application of biotechnology that is wused in the prevention,
treatnent, or cure of diseases or injuries to humans.

(4) "Departnment" neans the departnent of revenue.

(5 (a) "Eligible investnent 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 project.

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

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

(11)(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 deferral
agrees in witing with the departnent to conplete the annual survey
requi red under ((REW82-32-645)) section 144 of this act; and

(C The econom c benefit of the deferral passed to the | essee is no
| ess than the anpbunt of tax deferred by the |l essor 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 t he | essee.

(6)(a) "Initiation of construction" neans the date that a buil ding
permt is issued under the building code adopted under RCW 19.27.031
for:

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

(i) Construction of the qualified building, if the economc
benefits of the deferral are passed to a lessee as provided in
subsection (5)(b)(ii)(A) of this section; or

(ti1) Tenant inprovenents for a qualified building, if the economc
benefits of the deferral are passed to a lessee as provided in
subsection (5)(b)(ii)(A) of this section.

(b) "Initiation of construction” does not include soil testing,
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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 buil ding.

(c) If the investnment project is a phased project, "initiation of
construction" ((shalH—apphy)) applies separately to each phase

(7) "Manufacturing"” has the neaning provided in RCW82. 04. 120.

(8) "Medical device" neans an instrunent, apparatus, inplenent,
machi ne, contrivance, inplant, in vitro reagent, or other simlar or
related article, including any conponent, part, or accessory, that is
desi gned or devel oped and:

(a) Recognized in the national fornmulary, or the United States
phar macopei a, or any suppl enent to them

(b) I'ntended for use in the diagnosis of disease, or in the cure,
mtigation, treatnent, or prevention of disease or other conditions in
human bei ngs or other aninals; or

(c) Intended to affect the structure or any function of the body of
human bei ngs or other animals, and which does not achieve any of its
primary intended purposes through chem cal action within or on the body
of human beings or other animals and which is not dependent upon being
nmet abol i zed for the achievenent of any of its principal intended
pur poses.

(9) "Person" has the neani ng provided in RCW82. 04. 030.

(10) "Qualified buildings" nmeans construction of new structures,
and expansion or renovation of existing structures for the purpose of
i ncreasing floor space or production capacity used for biotechnol ogy
product manufacturing or nedical device manufacturing activities,
including plant of fices, commer ci al | aboratories for process
devel opnment, quality assurance and quality control, and warehouses or
other facilities for the storage of raw material or finished goods if
the facilities are an essential or an integral part of a factory,
pl ant, or |aboratory used for biotechnol ogy product manufacturing or
medi cal device manufacturing. If a building is used partly for
bi ot echnol ogy product manufacturing or medi cal device manufacturing and
partly for other purposes, the applicable tax deferral ((shat)) nust
be determ ned by apportionnent of the costs of construction under rules
adopt ed by the departnent.

(11) "Qualified machinery and equi pnent” nmeans all new industri al
and research fixtures, equipnment, and support facilities that are an
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i ntegral and necessary part of a biotechnol ogy product manufacturing or
medi cal device nmanufacturing operation. "Qualified machinery and
equi pnent"” includes: Conputers; software; data processing equipnent;
| aborat ory equi pnent; manufacturing conponents such as belts, pulleys,
shafts, and noving parts; nolds, tools, and dies; operating structures;
and all equi pment used to control or operate the machinery.

(12) "Recipient” means a person receiving a tax deferral under this
chapter.

Sec. 146. RCW82.75.020 and 2006 ¢ 178 s 3 are each anmended to
read as foll ows:

Application for deferral of taxes under this chapter nust be nade
((and —approved)) before initiation of the construction of the
i nvestnment project or acquisition of equipnment or machinery. The
application ((shal+)) nust be nade to the departnent in a form and
manner prescribed by the departnent. The application ((shatH-)) nust
contain information regarding the |location of the investnent project,
the applicant's average enploynment in the state for the prior year,
estimated or actual new enploynent related to the project, estimted or
actual wages of enployees related to the project, estinmated or actual
costs, tinme schedules for conpletion and operation, and other
information required by the departnent. The departnent ((shak)) nust
rule on the application within sixty days.

Sec. 147. RCW82.75.040 and 2006 ¢ 178 s 5 are each anended to
read as foll ows:

(1) Except as provided in subsection (2) of this section and ((REW
82-32645)) section 102 of this act, taxes deferred under this chapter
need not be repaid.

(2)(a) If, on the basis of the survey under ((REW-8232-645))
section 102 of this act or other information, the departnent finds that
an investnment project is used for purposes other than qualified
bi ot echnol ogy product manufacturing or nedical device manufacturing
activities at any tinme during the cal endar year in which the eligible
investnment project is certified by the departnent as having been
operationally conpleted, or at any tinme during any of the seven
succeedi ng cal endar years, a portion of deferred taxes ((shatk—be)) is
i mredi atel y due and payabl e according to the foll ow ng schedul e:
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Y ear inwhichuse occurs % of deferredtaxes due
100%

87.5%

75%

62.5%

50%

37.5%

25%

12.5%

(b)y ((If a recipient of the deferral fails to conplete the annual
survey required under RCW 82.32.645 by the date due, the anount of

0 N O O b~ W DN B

payable—)) If the econom c benefits of the deferral are passed to a
| essee as provided in RCW 82.75.010, the lessee is responsible for
paynent to the extent the | essee has received the econom c benefit.

(3) For a violation of subsection (2)(a) of this section, the
departnment ((shak)) nust assess interest at the rate provided for
del i nquent taxes, but not penalties, retroactively to the date of

deferral. The debt for deferred taxes ((shabkh)) wll not be
extingui shed by insolvency or other failure of the recipient. Transfer
of ownership does not termnate the deferral. The deferral is

transferred, subject to the successor neeting the eligibility
requirenments of this chapter, for the remaining periods of the
def erral

(4) Notw thstandi ng subsection (2) of this section or section 102
of this act, deferred taxes on the foll ow 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 RCW82. 08. 02565; and

(b) Machinery and equi pnent which at the tinme of first use would
have qualified for exenption under RCW82. 12. 02565.

Sec. 148. RCW82.82.020 and 2008 ¢ 15 s 2 are each anended to read
as foll ows:
(1) Application for deferral of taxes under this chapter can be
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made at any time prior to conpletion of construction of a qualified
building or buildings, but tax Iliability incurred prior to the
departnent's receipt of an application may not be deferred. The
application nust be made to the departnent in a form and manner
prescribed by the departnment. The application nust contain information
regarding the location of the investnent 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
enpl oyees related to the project, estimated or actual costs, tinme
schedul es for conpl etion and operation, and other information required
by the departnent. The departnent nust rule on the application within
si xty days.

(2) ({ £ — Fhe — legrstature — Hnads — that — aceountabrbty — and
ef fectiveness are inportant aspects of-setting tax policy. tnorder to

| L hoi i he | i I

year—foH-owng— the—ecalendar—year—n—vwhi-ch—the—investyent—profect—+s
certHed-bythedepartrent —as—havingbeen—operationatby—complete—and
Hre —seven—sueceeding —calendar —years——The —survey —aust —inchude —the
ampunt  of tax deferred.  The survey nust also include the follow ng

e#—g#ea%ep——bﬁ%—Less—%han—s+*%y—%heﬁsaﬂd—dekkaps——and—s+*%y—%heﬁsand
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reasur-e—the—resul-ts—of —the—deferral—program—to—be—submtted—at—the
sane tine as the survey.
—AH-—infermati-on—colHected—under—this—subseetion—except—the

8232330—andaybedisclosedtothepublieuponrequest—
3 —Fhe—department—must—use—the—information—to—study—the—tax
deferral—program-authortzed—under—thi-s—chapter——The—department —rust

4y)) Applications for deferral of taxes under this section nay not
be made after Decenmber 31, 2020.
(3) Each recipient of a deferral of taxes under this chapter nust

file a conplete annual survey with the departnent under section 102 of
this act. If the econom c benefits of the deferral are passed to a
| essee as provided in RCW82.82.010(5), the lessee nust file a conplete
annual survey, and the applicant is not required to file the annua
survey.

(4) A recipient who nust repay deferred taxes under RCW 82.82. 040
because_ the_ departnent has found that an_investnent project iS_ no
longer an eligible investnent project is no longer required to file
annual surveys under section 102 of this act beginning on the date an
investnent project is used for nonqualifying purposes.

Sec. 149. RCW 82.82.040 and 2008 ¢ 15 s 5 are each anended to read
as follows:

(1) Except as provided in subsection (2) of this section and
section 102 of this act, taxes deferred under this chapter need not be
repai d.
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(2)(a) If, on the basis of the survey under ((REW-82-82-020))
section 102 of this act or other information, the departnent finds that
an investnment project is no longer an "eligible investnment project”
under RCW 82.82.010 at any tine during the cal endar year in which the
investnment project is certified by the departnent as having been
operationally conpleted, or at any time during any of the seven
succeedi ng cal endar years, a portion of deferred taxes are i medi ately
due according to the foll ow ng schedul e:

Y ear inwhichuse occurs % of deferredtaxes due
1 100%
2 87.5%
3 75%
4 62.5%
5 50%
6 37.5%
7 25%
8 12.5%

(b)y ((If a recipient of the deferral fails to conplete the annual
survey required under RCW 82.82. 020 by the date due, twelve and one-
half percent-of the deferred tax is imediately-due.)) |If the economc
benefits of the deferral are passed to a |essee as provided in RCW
82.82.010(5), the lessee is responsible for paynent to the extent the
| essee has received the econom c benefit.

(({c)y Ht an investment project is neeting the requirenment of RCW
82—%%}4}£965} at— aﬂy- tine dHF+ﬂg— the calendar vyear in which the

(3) The departnment nust assess interest at the rate provided for
del i nquent taxes under _chapter —82.32_ RCW but not penalties,
retroactively to the date of deferral. The debt for deferred taxes
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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 neeting the
eligibility requirements of this chapter, for the remaining periods of
the deferral.

Sec. 150. RCW 84.36.645 and 2003 c¢ 149 s 10 are each anended to
read as foll ows:

(1) Machinery and equipnent exenpt under RCW 82.08.02565 or
82.12. 02565 used i n manuf acturing sem conductor materials at a buil ding
exenpt from sales and use tax and in conpliance with the enploynent
requi rement under RCW 82.08.965 and 82.12.965 are ((tax)) exenpt from
property taxation. "Sem conductor nmaterials" has the sanme neaning as
provi ded in RCW82. 04. 240(2) .

(2) A person seeking this exenption nmust nake application to the
county assessor, on forns prescribed by the departnent.

(3) A person ((reeeirvtng)) claimng an exenption under this section
must file a conplete annual report ((#+A—the—ranner—preseribed—+n—REW
82-32-535)) with the departnent under section 103 of this act.

(4) This section is effective for taxes levied for collection one
year after the effective date of this act and thereafter.

(5) This section expires Decenber 31st of the year occurring twelve
years after the effective date of this act, for taxes levied for
collection in the follow ng year.

Sec. 151. RCW 84.36.655 and 2003 2nd sp.s. ¢ 1 s 14 are each
anmended to read as foll ows:

(1) Effective January 1, 2005, all buildings, nmachinery, equipnent,
and ot her personal property of a lessee of a port district eligible
under RCW 82.08.980 and 82.12.980, used exclusively in manufacturing
superefficient airplanes, are exenpt from property taxation. A person
taking the credit wunder RCW 82.04.4463 is not eligible for the
exenption wunder this section. For the purposes of this section,
"superefficient airplane” and "conponent" have the neanings given in
RCW 82. 32. 550.

(2) In addition to all other requirenents under this title, a
person ((taking)) claimng the exenption under this section nust file
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a_conplete_ annual report ((as—fregui+red)) with the departnment under
((REW8232-545)) section 103 of this act.

(3) Aains for exenption authorized by this section ((shall)) nust
be filed wwth the county assessor on forns prescribed by the departnent
and furnished by the assessor. The assessor ((shatH)) nust verify and
approve clains as the assessor determnes to be justified and in
accordance with this section. No clains my be filed after Decenber
31, 2023. The departnent nmy adopt rules, under the provisions of
chapter 34.05 RCW as necessary to properly adm nister this section.

(4) This section applies to taxes levied for collectionin 2006 and
thereafter.

(5) This section expires July 1, 2024.

NEW SECTION. Sec. 152. The following acts or parts of acts are
each repeal ed:

(1) RCW82.32.535 (Annual report by sem conductor businesses) and
2003 ¢ 149 s 11;

(2) RCW 82.32.5351 (Annual report by sem conductor businesses--
Report to |l egislature) and 2006 ¢ 84 s 5;

(3) RCW 82.32.545 (Annual report for airplane manufacturing tax
preferences) and 2008 ¢ 283 s 2, 2008 ¢ 81 s 10, 2007 c 54 s 19, & 2003
2nd sp.s. ¢ 1 s 16;

(4) RCWB82.32.560 (Electrolytic processing business tax exenption--
Annual report) and 2009 c 434 s 2 & 2004 c 240 s 2;

(5 RCW 82.32.570 (Snelter tax incentives--Goals--Annual report)
and 2006 ¢ 182 s 6 & 2004 c 24 s 14;

(6) RCW82.32.610 (Annual survey for fruit and vegetabl e busi ness
tax incentive--Report to legislature) and 2006 ¢ 354 s 5 & 2005 ¢ 513
s 3

(7) RCW 82.32.620 (Annual report for tax incentives under RCW
82.04.294) and 2005 ¢ 301 s 4;

(8) RCW 82.32.630 (Annual survey for tinber tax incentives) and
2007 ¢ 48 s 6 & 2006 ¢ 300 s 9;

(9) RCW82.32.632 (Annual report for tax incentives for printing or
publ i shi ng newspapers) and 2009 ¢ 461 s 6;

(10) RCW 82.32.645 (Annual survey for biotechnology and nedica
devi ce manuf acturing business tax incentive--Report to |egislature) and
2006 ¢ 178 s 8;
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(11) RCW82. 32. 650 (Annual survey--Custom zed enpl oynent training--
Report to |l egislature) and 2006 ¢ 112 s 6;

(12) RCW 82.16.140 (Renewabl e energy system cost recovery--Report
to | egislature) and 2005 ¢ 300 s 5; and

(13) 2005 ¢ 301 s 5 (uncodified).

NEW SECTI ON. Sec. 153. The repeals in section 152 of this act do
not affect any existing right acquired or liability or obligation
i ncurred under the statutes repeal ed or under any rul e or order adopted
under those statutes, nor do they affect any proceeding instituted
under those statutes.

PART ||
M SCELLANEQUS PROVI SI ONS

Sec. 201. 2009 c 461 s 9 (uncodified) is anended to read as

fol | ows:
(1) (a) Sections 104, 110, 117, 123, 125, 129, 131, and 150, chapter
Laws of 2010 (sections 104, 110, 117, 123, 125, 129, 131, and 150

of this act), section 3, chapter 461, Laws of 2009, section 7, chapter
300, Laws of 2006, and section 4, chapter 149, Laws of 2003 are
contingent upon the siting and commerci al operation of a significant
sem conductor mcrochip fabrication facility in +the state of
Washi ngt on.

(b) For the purposes of this section:

(1) "Conmercial operation" neans the sane as "commencenent of
commerci al production” as used in RCW82. 08. 965.

(ii1) "Sem conductor mcrochip fabrication" neans "manufacturing
sem conduct or m crochi ps" as defined in RCW82. 04. 426.

(tii) "Significant" neans the conbi ned i nvest nent of new buil di ngs
and new machi nery and equi pnment in the buildings, at the comrencenent
of commercial production, will be at | east one billion dollars.

(2) Chapter 149, Laws of 2003 takes effect the first day of the
month in which a contract for the construction of a significant
sem conductor fabrication facility is signed, as determned by the
director of the departnent of revenue.

(3)(a) The departnent of revenue nust provide notice of the
effective date of ((+his—aet)) sections 104, 110, 117, 123, 125, 129,
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131, and 150, chapter ..., Laws of 2010 (sections 104, 110, 117, 123,
125, 129, 131, and 150 _of this act) section 3, chapter 461, Laws of
2009, section 7, chapter 300, Laws of 2006, and section 4, chapter 149,
Laws of 2003 to affected taxpayers, the legislature, and others as
deened appropriate by the departnent.

(b) 1f, after making a determnation that a contract has been
signed and chapter 149, Laws of 2003 is effective, the departnent
di scovers that comrencenent of commercial production did not take place
within three years of the date the contract was signed, the departnent
must make a determ nation that chapter 149, Laws of 2003 is no | onger
effective, and all taxes that woul d have been otherw se due are deened
deferred taxes and are i medi atel y assessed and payabl e fromany person
reporting tax under RCW 82. 04.240(2) or claimng an exenption or credit
under section 2 or 5 through 10, chapter 149, Laws of 2003. The
departnent is not authorized to make a second determ nati on regarding
the effective date of chapter 149, Laws of 2003.

NEW SECTION. Sec. 202. 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.

NEW SECTI ON.  Sec. 203. Those provisions of sections 101 through
103, 105 through 109, 111 through 116, 118 through 122, 124, 126
t hrough 128, 130, 132 through 149, and 151 t hrough 153 of this act that
relate to annual surveys and annual reports apply beginning wth annual
surveys and annual reports due in 2011 and thereafter.

NEW SECTION.  Sec. 204. Section 106 of this act expires July 1,
2011.

NEW SECTION.  Sec. 205. 2010 ¢ . . . s 201 (section 201 of this
act), 2009 c 461 s 9, 2006 c 300 s 12, and 2003 c 149 s 12 (uncodified)

are codified as a section within chapter 82.32 RCW

Passed by the House February 10, 2010.

Passed by the Senate February 27, 2010.

Approved by the Governor March 18, 2010.

Filed in Ofice of Secretary of State March 18, 2010.
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