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ENGROSSED SUBSTI TUTE SENATE BI LL 5952

Passed Legislature - 2013 3rd Speci al Session
State of WAshi ngton 63rd Legislature 2013 3rd Speci al Session

By Senate Ways & Means (originally sponsored by Senators Hi Il, Fain,
Eri cksen, Tom Fraser, Eide, King, Hatfield, and Hobbs; by request of
Gover nor 1nslee)

READ FI RST TI ME 11/ 09/ 13.

AN ACT Relating to incentivizing a long-termconmm tnment to maintain
and grow jobs in the aerospace industry in Wshington state by
extending the expiration date of aerospace tax preferences and
expandi ng the sal es and use tax exenption for the construction of new
facilities used to manufacture superefficient airplanes to include the
construction of newfacilities used to manufacture commerci al airplanes
or the wngs or fuselage of comrercial airplanes; anending RCW
82.08.980, 82.12.980, 82.04.260, 82.04.260, 82.04.250, 82.04.290,
82. 04. 4461, 82. 04. 4463, 82. 08. 975, 82.12. 975, 82. 29A. 137, and
84. 36. 655; adding a new section to chapter 82.32 RCW creating a new
section; providing a contingent effective date; providing an effective
date; and providing expiration dates.

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

NEW SECTION. Sec. 1. (1) The legislature finds that the people of
Washi ngt on have benefited enornmously fromthe presence of the aerospace
i ndustry in Washington state. The legislature further finds that the
i ndustry continues to provi de good wages and benefits for the thousands
of engineers, nechanics, and support staff working directly in the
i ndustry throughout the state. The l|egislature further finds that
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suppliers and vendors that support the aerospace industry in turn
provide a range of well-paying jobs. 1In 2003, and again in 2006, and
2007, the legislature determined it was in the public interest to
encour age the continued presence of the aerospace industry through the
provi sion of tax incentives. To this end, and in recognition of the
continuing extreme inportance of the aerospace industry in Washi ngton,
it is the legislature's intent to reaffirm and build upon prior
aerospace tax incentive legislation in a fiscally prudent manner.

(2) The legislature categorizes the tax preferences extended in
this act as intended to create or retain jobs, as indicated in RCW
82.32.808(2)(c).

(3) It is the legislature's specific public policy objective to
mai ntain and grow Washi ngton's aerospace industry workforce. To help
achieve this public policy objective, it is the legislature's intent to
conditionally extend aerospace industry tax preferences until July 1,
2040, in recognition of intent by the state's aerospace i ndustry sector
to maintain and grow its workforce within the state.

(4) The joint legislative audit and review commttee nust review
the tax preferences provided in this act and report to the |egislature
by Decenber 1, 2019, and every five years thereafter. As part of its
tax preference reviews, the commttee nust specifically assess changes
i n aerospace i ndustry enploynent in Washington in conparison with other
states and internationally. To the extent practicable, the conmttee
must use occupational data statistics provided by the bureau of | abor
statistics and state agencies responsible for adm ni stering
unenpl oynment insurance to performthis assessnent.

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

(1) Chapter ..., Laws of 2013 3rd sp. sess. (this act) takes effect
contingent wupon the siting of a significant comercial airplane
manuf acturing program in the state of Wshington. If a significant
commer ci al airplane manufacturing programis not sited in the state of
Washi ngton by June 30, 2017, chapter ..., Laws of 2013 3rd sp. sess.
(this act) does not take effect.

(2) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

ESSB 5952. SL p. 2
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(a) "Commercial airplane” has the sane neaning provided in RCW
82. 32. 550.

(b) "New nodel, or any version or variant of an existing nodel, of
a comrercial airplane" neans a commerci al airplane manufactured with a
carbon fiber conposite fuselage or carbon fiber conposite w ngs or
bot h.

(c) "Significant commrercial airplane manufacturing prograni neans
an airplane program in which the follow ng products, including fina
assenbly, w Il commence nmanufacture at a new or existing |ocation
w thin Washi ngton state on or after the effective date of this section:

(1) The new nodel, or any version or variant of an existing nodel,
of a commercial airplane; and

(i1) Fuselages and wi ngs of a new nodel, or any version or variant
of an existing nodel, of a commercial airplane.

(d) "Siting" neans a final decision, nade on or after Novenber 1,
2013, by a manufacturer to locate a significant commercial airplane
manuf act uring programin Washi ngton state.

(3) The departnent nust nake a determ nation regardi ng whet her the
contingency in subsection (1) of this section occurs and nust provide
written notice of the date on which such contingency occurs and chapter

., Laws of 2013 3rd sp. sess. (this act) takes effect. If the
departnment determ nes that the contingency in subsection (1) of this
section has not occurred by June 30, 2017, the departnent nust provide
witten notice stating that chapter ..., Laws of 2013 3rd sp. sess
(this act) does not take effect. Witten notice under this subsection
(3) nust be provided to affected parties, the chief clerk of the house
of representatives, the secretary of the senate, the office of the code
reviser, and others as deened appropriate by the departnent.

Sec. 3. RCW 82. 08.980 and 2010 c¢c 114 s 126 are each anended to
read as foll ows:

(1) The tax |l evied by RCW82. 08. 020 does not apply to.

(a) Gharges ((rade)), for | abor and services rendered in respect to
the constructing of new buildings ((byra—rmanrufacturer—engagedin—the

: . : TIIN . I ' et I

airpltanes-—to)), made to (i) a_manufacturer engaged in_ the
manuf acturing of commercial airplanes or the fuselages or w ngs_ of

p. 3 ESSB 5952. SL
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commercial airplanes or (ii) a port district, political subdivision, or
nmuni ci pal corporation, to be leased to a manufacturer engaged in the
manuf acturing_ of commercial airplanes_or_ the fuselages or_ w ngs_ of
commer ci al airpl anes;

(b) Sales of tangible personal property that will be incorporated
as an ingredient or conmponent of such buildings during the course of
t he constructing((-—e+te)); or

(c) Charges _made_for |abor and services rendered in respect to
installing, during the course of constructing such buildings, building
fixtures not otherwse eligible for the exenption under RCW
82. 08. 02565( 2) (b).

(2) 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 nust retain a copy of the certificate for
the seller's files.

((2)) (3) No application is necessary for the tax exenption in
this section((5)). However, in order to qualify under this section
before starting construction, the port district, political subdivision,
or nmuni ci pal corporation nust have entered into an agreenent with the
manuf acturer to build such a facility. A person claimng the exenption
under this section is subject to all the requirenents of chapter 82.32
RCW In addition, the person nust file a conplete annual report with
t he departnent under RCW 82. 32. 534.

((3))) (4) The exenption in this section applies to buildings((+))
or parts of buildings, including buildings or parts of buildings used
for the storage of raw materials or finished product, that are used
((exelustvely)) primarily in the manufacturing of ((superefifiecient
atrplanes—inckuding —bu-Hdings—used—tor the—storage—of—+awnatertals
and—nshedproeduet)) any one or nore of the follow ng products:

(a) Commercial airplanes;

(b) Fusel ages of commercial airplanes; or

(c) Wngs of commercial airplanes.

((4)y)) (5) For the purposes of this section, "((supereffieient))
commerci al airplane” has the neaning given in RCW82. 32. 550.

((65))) (B) This section expires July 1, ((20624)) 2040.

Sec. 4. RCW 82. 12.980 and 2010 ¢ 114 s 132 are each anended to
read as foll ows:

ESSB 5952. SL p. 4
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(1) The provisions of this chapter do not apply with respect to the
use of .

(a) Tangi ble personal property that will be incorporated as an
i ngredi ent or conponent ((ef—newbu-tdinrgsby—aranrufacturer—engaged—in
the —manufacturing —of —supereftictent—alrplanes—or—owned —by—a—port
di-striet—and —to —be —leased —to —a —manufacturer —engaged — i —the
manufactur-ng — of — supereffH-eient —atrplanes —during —the —course —eof-
construeting——suech—buidingss—er—to)) in constructing new buildings for
(1) a manufacturer engaged in the manufacturing of commercial airplanes
or the fuselages _or_wngs_of comercial airplanes_or_ (ii)_a_port
district, political subdivision, or nunicipal corporation, to be | eased
to a manufacturer engaged in the manufacturing of comrercial airplanes
or the fusel ages or wings of commercial airplanes; or

(b) Labor and services rendered in respect to installing, during
the course of constructing such_buildings, building fixtures not
otherwi se eligible for the exenpti on 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 departnment under RCW 82. 32. 534.

(3) This section expires July 1, ((2624)) 2040.

Sec. 5. RCW 82.04.260 and 2013 2nd sp.s. ¢ 13 s 202 are each
anmended to read as foll ows:

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

(a) Wheat 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
anount of tax with respect to such business is equal to the value of
the flour, pearl barley, oil, canola neal, or canola by-product
manuf actured, nmultiplied by the rate of 0.138 percent;

(b) Beginning July 1, 2015, seafood products that remainin 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 is equal to the value of the products

p. 5 ESSB 5952. SL
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manuf act ured or the gross proceeds derived fromsuch sales, multiplied
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
were transported by the purchaser in the ordinary course of business
out of this state;

(c)(i) Beginning July 1, 2015, dairy products; or selling dairy
products that the person has manufactured to purchasers who either
transport in the ordinary course of business the goods out of state or
purchasers who use such dairy products as an ingredi ent or conponent in
the manufacturing of a dairy product; as to such persons the tax
i nposed is equal to the value of the products manufactured or the gross
proceeds derived from such sales multiplied by the rate of 0.138
per cent . Sellers nust keep and preserve records for the period
requi red by RCW 82.32.070 establishing that the goods were transported
by the purchaser in the ordinary course of business out of this state
or sold to a manufacturer for use as an ingredient or conponent in the
manuf acturing of a dairy product.

(i1) For the purposes of this subsection (1)(c), "dairy products”
neans:

(A) Products that as of Septenber 20, 2001, are identified in 21
C.F.R, chapter 1, parts 131, 133, and 135, including by-products from
t he manufacturing of the dairy products, such as whey and casei n; and

(B) Products conprised of not |ess than seventy percent dairy
products that qualify under (c)(ii)(A) of this subsection, neasured by
wei ght or vol une.

(ii1) The preferential tax rate provided to taxpayers under this
subsection (1)(c) does not apply to sales of dairy products on or after
July 1, 2023, where a dairy product is used by the purchaser as an
i ngredi ent or conponent in the manufacturing in Washington of a dairy
pr oduct ;

(d) Beginning July 1, 2015, 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
business is equal to the value of the products manufactured or the

ESSB 5952. SL p. 6
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gross proceeds derived fromsuch sales nultiplied by the rate of 0.138
percent . Sellers nust keep and preserve records for the period
requi red by RCW 82.32.070 establishing that the goods 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 anmount of tax with respect to the business is equal to the
value of alcohol fuel, biodiesel fuel, or biodiesel feedstock
manuf actured, multiplied by the rate of 0.138 percent; and

(f) Wod biomass fuel as defined in RCW 82.29A 135; as to such
persons the anount of tax with respect to the business is equal to the
val ue of wood biomass fuel manufactured, nultiplied 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 with respect to such business is equal to the value 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 is equal to the gross inconme derived from such activities
multiplied by the rate of 0.484 percent.

(4) Upon every person engaging within 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 is equal to the gross proceeds derived from
such sales nultiplied 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 is equal to the gross
income derived from such activities nmultiplied by the rate of 0.275

percent .
(6) Upon every person engaging within this state in business as an
i nternational 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 anmobunt of the tax with respect to only international

p. 7 ESSB 5952. SL
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activities is equal to the gross inconme derived from such activities
mul tiplied by the rate of 0.275 percent.

(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 anmpbunt of tax wth respect to such business is
equal to the gross proceeds derived fromsuch activities nmultiplied by
the rate of 0.275 percent. Persons subject to taxation under this
subsection are exenpt from paynent of taxes inposed by chapter 82.16
RCW for that portion of their business subject to taxation under this
subsection. Stevedoring and associated activities pertinent to the
conduct of goods and commpdities in waterborne interstate or foreign
coomerce are defined as all activities of a labor, service or
transportation nature whereby cargo may be | oaded or unloaded to or
fromvessel s or barges, passing over, onto or under a wharf, pier, or
simlar structure; cargo nmay be noved to a warehouse or simlar hol di ng
or storage yard or area to await further novenent in inport or export
or may nove to a consolidation freight station and be stuffed,
unst uf f ed, cont ai neri zed, separated or otherwise segregated or
aggregated for delivery or |oaded on any node of transportation for
delivery to its consignee. Specific activities included in this
definition are: Whar f age, handling, |oading, unloading, noving of
cargo to a convenient place of delivery to the consignee or a
convenient place for further novenent to export node; docunentation
services in connection with the receipt, delivery, checking, care,
custody and control of cargo required in the transfer of cargo;
i nported autonobile handling prior to delivery to consignee; term nal
stevedoring and incidental vessel services, including but not limted
to plugging and wunplugging refrigerator service to containers,
trailers, and other refrigerated cargo receptacles, and securing ship
hat ch covers.

(8) Upon every person engaging within this state in the busi ness of
di sposing of |owlevel waste, as defined in RCW43.145.010; as to such
persons the anbunt of the tax with respect to such business is equal to
the gross inconme of the business, excluding any fees inposed under
chapter 43.200 RCW nultiplied by the rate of 3.3 percent.

If the gross inconme of the taxpayer is attributable to activities

ESSB 5952. SL p. 8
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both within and without this state, the gross incone attributable to
this state nust be determned in accordance with the nethods of
apportionnment required under RCW 82. 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
is equal to the gross inconme of such business multiplied 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 its political
subdi vi sions, as to such persons, the ampunt of tax with respect to
such activities 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 is, in the case of manufacturers, equal to the
val ue of the product manufactured and the gross proceeds of sales of
t he product nmanufactured, or in the case of processors for hire, equal
to the gross incone of the business, nultiplied by the rate of:

(1) 0.4235 percent from Cctober 1, 2005, through 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 wth respect to such business is, in the case of
manuf acturers, equal to the value of the product nmanufactured and the
gross proceeds of sales of the product manufactured, or in the case of
processors for hire, be equal to the gross incone of the business,
mul tiplied by the rate of 0.2904 percent.

p. 9 ESSB 5952. SL
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(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 reporting under the tax rate provided in this subsection (11)
must file a conplete annual report with the departnment under RCW
82.32.534.

(e) (i) Except as provided in (e)(ii) of this subsection (11), this
subsection (11) does not apply on and after July 1, ((2624)) 2040.

(ii) Wth respect to_the manufacturing of commercial airplanes or
making sales, at _retail or wholesale, of comercial airplanes, this
subsection (11) does not apply on and after July 1st of the year in
whi ch the departnent nekes a _determ nation that any final assenbly or
wi ng assenbly of any version or _variant of a commercial airplane that
is the basis_of a_ siting_of a_ significant comercial airplane
manuf acturing programin the state under section 2 of this act has been
sited outside the state of Washington. This subsection_ (11)(e)(ii)
only applies to the manufacturing or sale of commrercial airplanes that
are_the basis of a siting of a_ significant comercial airplane
manuf acturing programin the state under section 2 of this act.

(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
business is, in the case of extractors, equal to the value of products,
i ncluding by-products, extracted, or in the case of extractors for
hire, 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.

(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 is, in the case of
manuf acturers, equal to the value of products, including by-products,
manuf actured, or in the case of processors for hire, equal to the gross
i ncone of the business, multiplied by the rate of 0.4235 percent from
July 1, 2006, through June 30, 2007, and 0.2904 percent fromJuly 1,
2007, through June 30, 2024.

ESSB 5952. SL p. 10
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(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
anmpunt of the tax with respect to the business is equal to the gross
proceeds of sales of the tinber, tinber products, or wood products
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.

(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 is equal to the
gross incone of the business nultiplied by the rate of 0.2904 percent.
For purposes of this subsection (12)(d), "selling standing tinber"
nmeans the sale of tinber apart from the land, where the buyer is
required to sever the tinber within thirty nonths fromthe date of the
original contract, regardless of the nmethod of paynent for the tinber
and whether title to the tinber transfers before, upon, or after
sever ance.

(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.

(i1) "Paper and paper products" nmeans products made 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, nmgazi nes, periodicals, and other printed
publications, advertising materials, calendars, and simlar types of
printed material s.

p. 11 ESSB 5952. SL
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(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 Iife 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 hardwoods as
defined in RCW84. 33. 035.

(v) "Tinber products” neans:

(A) Logs, wood chips, sawdust, wood waste, and simlar products
obt ai 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
| unmber; engi neered wood products such as particleboard, oriented strand
board, nmedium 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 RCW
82. 32. 585.

(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
is equal to the gross incone derived fromsuch activities multiplied 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
anmount of tax on such business is equal to the gross inconme of the
business nultiplied by the rate of 0.365 percent through June 30, 2013,
and beginning July 1, 2013, nultiplied by the rate of 0.35 percent.

(b) A person reporting under the tax rate provided in this
subsection (14) nust file a conplete annual report with the depart nent
under RCW82. 32. 534.

ESSB 5952. SL p. 12
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Sec. 6. RCW 82.04.260 and 2013 2nd sp.s. ¢ 13 s 203 are each
anmended to read as foll ows:

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

(a) Wheat 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
anount of tax with respect to such business is equal to the value of
the flour, pearl barley, oil, canola neal, or canola by-product
manuf actured, nmultiplied by the rate of 0.138 percent;

(b) Beginning July 1, 2015, 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 is equal to the value of the products
manuf act ured or the gross proceeds derived fromsuch sales, multiplied
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
were transported by the purchaser in the ordinary course of business
out of this state;

(c)(i) Beginning July 1, 2015, dairy products; or selling dairy
products that the person has manufactured to purchasers who either
transport in the ordinary course of business the goods out of state or
purchasers who use such dairy products as an ingredi ent or conponent in
the manufacturing of a dairy product; as to such persons the tax
i nposed 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 mnmust keep and preserve records for the period
requi red by RCW82.32. 070 establishing that the goods were transported
by the purchaser in the ordinary course of business out of this state
or sold to a manufacturer for use as an ingredient or conponent in the
manuf acturing of a dairy product.

(i1) For the purposes of this subsection (1)(c), "dairy products”
neans:

(A) Products that as of Septenber 20, 2001, are identified in 21
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C.F.R, chapter 1, parts 131, 133, and 135, including by-products from
t he manufacturing of the dairy products, such as whey and casei n; and

(B) Products conprised of not |less than seventy percent dairy
products that qualify under (c)(ii)(A) of this subsection, neasured by
wei ght or vol une.

(ii1) The preferential tax rate provided to taxpayers under this
subsection (1)(c) does not apply to sales of dairy products on or after
July 1, 2023, where a dairy product is used by the purchaser as an
i ngredi ent or conponent in the manufacturing in Washington of a dairy
pr oduct ;

(d) Beginning July 1, 2015, 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
business is equal to the value of the products manufactured or the
gross proceeds derived fromsuch sales nultiplied by the rate of 0.138
per cent . Sellers nust keep and preserve records for the period
requi red by RCW 82.32.070 establishing that the goods 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 anount of tax with respect to the business is equal to the
value of alcohol fuel, biodiesel fuel, or biodiesel feedstock
manuf actured, nmultiplied by the rate of 0.138 percent; and

(f) Wod biomass fuel as defined in RCW 82.29A 135; as to such
persons the anount of tax with respect to the business is equal to the
val ue of wood biomass fuel manufactured, nultiplied 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 with respect to such business is equal to the value 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

ESSB 5952. SL p. 14
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corporations and associ ations, the amount of tax with respect to such
activities is equal to the gross inconme derived from such activities
multiplied by the rate of 0.484 percent.

(4) Upon every person engaging within 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 is equal to the gross proceeds derived from
such sales nultiplied 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 is equal to the gross
income derived from such activities multiplied 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 anmpbunt of the tax with respect to only international
activities is equal to the gross inconme derived from such activities
multiplied by the rate of 0.275 percent.

(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 conmerce; as
to such persons the anpbunt of tax wth respect to such business is
equal to the gross proceeds derived fromsuch activities nmultiplied by
the rate of 0.275 percent. Persons subject to taxation under this
subsection are exenpt from paynent of taxes inposed by chapter 82.16
RCW for that portion of their business subject to taxation under this
subsection. Stevedoring and associated activities pertinent to the
conduct of goods and commpdities in waterborne interstate or foreign
coomerce are defined as all activities of a labor, service or
transportation nature whereby cargo may be | oaded or unloaded to or
fromvessel s or barges, passing over, onto or under a wharf, pier, or
simlar structure; cargo nmay be noved to a warehouse or sim |l ar hol di ng
or storage yard or area to await further novenent in inport or export
or may nove to a consolidation freight station and be stuffed,
unst uf f ed, containerized, separated or otherwise segregated or
aggregated for delivery or |oaded on any node of transportation for
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delivery to its consignee. Specific activities included in this
definition are: Whar f age, handling, |oading, unloading, noving of
cargo to a convenient place of delivery to the consignee or a
convenient place for further novenent to export node; docunentation
services in connection with the receipt, delivery, checking, care,
custody and control of cargo required in the transfer of cargo;
i nported autonobile handling prior to delivery to consignee; term nal
stevedoring and incidental vessel services, including but not limted
to plugging and wunplugging refrigerator service to containers,
trailers, and other refrigerated cargo receptacles, and securing ship
hat ch covers.

(8) Upon every person engaging within this state in the busi ness of
di sposing of |owlevel waste, as defined in RCW43.145.010; as to such
persons the anbunt of the tax with respect to such business is equal to
the gross inconme of the business, excluding any fees inposed under
chapter 43.200 RCW multiplied 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
this state nust be determned in accordance with the nethods of
apportionnment required under RCW 82. 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
is equal to the gross inconme of such business multiplied 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 its political
subdi vi sions, as to such persons, the amunt of tax with respect to
such activities 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 airplanes,
manuf actured by the seller, as to such persons the anmount of tax with
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respect to such business is, in the case of manufacturers, equal to the
val ue of the product manufactured and the gross proceeds of sales of
t he product nmanufactured, or in the case of processors for hire, equal
to the gross incone of the business, nultiplied by the rate of:

(1) 0.4235 percent from Cctober 1, 2005, through June 30, 2007; and

(1i1) 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
anpunt of tax wth respect to such business is, in the case of
manuf acturers, equal to the value of the product manufactured and the
gross proceeds of sales of the product manufactured, or in the case of
processors for hire, be equal to the gross incone of the business,
mul tiplied by the rate of 0.2904 percent.

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

(d) In addition to all other requirenments under this title, a
person reporting under the tax rate provided in this subsection (11)
must file a conplete annual report with the departnent under RCW
82. 32.534.

(e) (i) Except as provided in (e)(ii) of this subsection (11), this
subsection (11) does not apply on and after July 1, ((2624)) 2040.

(ii) Wth respect to_the manufacturing of commercial airplanes or
making sales, at_retail or wholesale, of comercial airplanes, this
subsection (11) does not apply on and after July 1st of the year in
whi ch the departnent nekes a _determ nation that any final assenbly or
wi ng assenbly of any version or _variant of a commercial airplane that
is the basis_of a_ siting_of a_ significant comercial airplane
manuf acturing programin the state under section 2 of this act has been
sited outside the state of Washington. This subsection_ (11)(e)(ii)
only applies to the manufacturing or sale of commrercial airplanes that
are_the basis of a siting of a_ significant comercial airplane
manuf acturing programin the state under section 2 of this act.

(12)(a) Until July 1, 2024, upon every person engaging within this
state in the business of extracting tinber or extracting for hire
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tinber; as to such persons the anmpbunt of tax with respect to the
business is, in the case of extractors, equal to the value of products,
i ncluding by-products, extracted, or in the case of extractors for
hire, equal to the gross incone of the business, nmultiplied 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.

(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
anmount of the tax with respect to the business is, in the case of
manuf acturers, equal to the value of products, including by-products,
manuf actured, or in the case of processors for hire, equal to the gross
i ncone of the business, multiplied by the rate of 0.4235 percent from
July 1, 2006, through June 30, 2007, and 0.2904 percent fromJuly 1,
2007, through June 30, 2024.

(c) Until July 1, 2024, upon 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 tinber products; or (iii) wood products nmanufactured by
that person from tinber or tinber products; as to such persons the
anmpunt of the tax with respect to the business is equal to the gross
proceeds of sales of the tinber, tinber products, or wood products
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.

(d) Until July 1, 2024, upon every person engaging within this
state in the business of selling standing tinber; as to such persons
the anmount of the tax with respect to the business is equal to the
gross incone of the business nultiplied by the rate of 0.2904 percent.
For purposes of this subsection (12)(d), "selling standing tinber"
means the sale of tinber apart from the |and, where the buyer is
required to sever the tinber within thirty nonths fromthe date of the
original contract, regardless of the nmethod of paynent for the tinber
and whether title to the tinber transfers before, upon, or after
sever ance.

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

appl y:
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(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 nade 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
volume, cellulosic materials. "Paper and paper products” does not

i ncl ude books, newspapers, nmgazi nes, periodicals, and other printed
publications, 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 Iife 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 hardwoods as
defined in RCW84. 33. 035.

(v) "Tinber products” neans:

(A) Logs, wood chips, sawdust, wood waste, and simlar products
obt ai 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
| umber; engi neered wood products such as particleboard, oriented strand
board, nmedium 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
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person reporting under the tax rate provided in this subsection (12)
must file a conplete annual survey with the departnent under RCW
82. 32. 585.

(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
is equal to the gross inconme derived fromsuch activities multiplied 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
anmount of tax on such business is equal to the gross incone 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 RCW82. 32. 534.

Sec. 7. RCW 82.04.250 and 2010 1st sp.s. ¢ 23 s 509 are each
anmended to read as foll ows:

(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 anount of tax with
respect to such business is equal to the gross proceeds of sales of the
busi ness, 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 under RCW 82.04. 260( (£38y)) (11) or
subsection (3) of this section, as to such persons, the anount of tax
with respect to such business is equal to the gross proceeds of sales
of the business, nultiplied by the rate of 0.484 percent.

(3) Until July 1, ((2624)) 2040, upon every person classified by
the federal aviation admnistration 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 from
the 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 amount of tax with
respect to such business is equal to the gross proceeds of sales of the
busi ness, nultiplied by the rate of .2904 percent.
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Sec. 8. RCWS82.04.290 and 2013 ¢ 23 s 314 are each anended to read
as follows:

(1) Upon every person engaging wwthin this state in the business of
providing international investnent nmanagenent services, as to such
persons, the anmpount of tax with respect to such business ((shat—be))
is equal to the gross incone or gross proceeds of sales of the business
multiplied by a rate of 0.275 percent.

(2)(a) Upon every person engaging within this state in any business
activity other than or in addition to an activity taxed explicitly
under another section in this chapter or subsection (1) or (3) of this
section; as to such persons the anmount of tax on account of such
activities ((shalkt—be)) is equal to the gross incone of the business
mul tiplied by the rate of 1.5 percent.

(b) This subsection (2) includes, anong others, and wthout
limting the scope hereof (whether or not title to materials used in
the performance of such business passes to another by accession,
confusion or other than by outright sale), persons engaged in the
busi ness of rendering any type of service which does not constitute a
"sale at retail"” or a "sale at wholesale."” The value of adverti sing,
denonstration, and pronotional supplies and materials furnished to an
agent by his or her principal or supplier to be used for informational,
educational, and pronotional purposes ((shatkt)) 1s not ((be))
considered a part of the agent's renuneration or conm ssion and
((shalt)) s not ((be)) subject to taxation under this section.

(3)(a) Until July 1, ((20624)) 2040, upon every person engagi ng
within this state in the business of perform ng aerospace product
devel opment for others, as to such persons, the anmpunt of tax wth
respect to such business ((shall—be)) is equal to the gross incone of
the business multiplied by a rate of 0.9 percent.

(b) "Aerospace product devel opnent” has the neaning as provided in
RCW 82. 04. 4461.

Sec. 9. RCW82.04.4461 and 2010 c 114 s 115 are each anended to
read as foll ows:

(D(a)(i) I'n computing 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
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expendi tures occurring after Decenber 1, 2003. For all other persons,
credit may be earned only for expenditures occurring after June 30,
2008.

(1i) For purposes of this subsection, "commercial 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 nmay 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, multiplied by the rate of
1.5 percent.

(3) Except as provided in subsection (1)(b) of this section the
credit nmust be claimed agai nst taxes due for the sanme cal endar year in
which the qualified aerospace product devel opnent expenditures are
incurred. Credit earned on or after July 1, 2005, nay not be carried
over. The credit for each cal endar year nmay not exceed the anmount 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 nust file a form prescribed by
the departnent that nust include the amount of the credit clainmed, an
estimate of the antici pated aerospace product devel opnent expenditures
during the cal endar year for which the credit is clainmed, an estinmate
of the taxable anmount during the cal endar year for which the credit is
claimed, 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 nmeaning given in RCW82. 08. 975.

(b) "Aerospace product devel opnent" neans research, design, and
engi neering activities perfornmed 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
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nmodel s, or derivatives of products or nodels. The term does not
include manufacturing activities or ot her producti on-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 anounts paid to a person or
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 |and, 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 requirenents under this title, a
person claimng the credit under this section nust file a conplete
annual report with the departnment under RCW 82. 32. 534.

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

(8) This section expires July 1, ((2624)) 2040.

Sec. 10. RCW 82.04.4463 and 2010 1st sp.s. ¢ 23 s 515 are each
anmended 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:
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(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 wused exclusively in
manuf acturi ng comerci 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 devel opnent, manufacturing tooling specifically
designed for wuse in manufacturing 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 taxable
under RCW82.04.290(3), 82.04.260((29y)) (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, manufacturing 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 taxable
under RCW82.04.290(3), 82.04.260((26))) (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((£25))) (11)(a), on machinery and equi pnent 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((£26))) (11)(b), on machinery and equi pnent exenpt under RCW
82. 08. 02565 or 82.12. 02565 and acquired after June 30, 2008; or

(C Property taxes paid, by persons taxable under RCW82. 04. 250( 3)
or 82.04.290(3), on conputer hardware, conputer peripherals, and
software exenpt under RCW 82.08.975 or 82.12.975 and acquired after
June 30, 2008.

(11) For purposes of determining the anount eligible for credit
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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 RCW 82. 04. 260( (£26))) (11) (a) or (b)
on the applicable business activities of manufacturing comrerci 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.

(B) The denominator of the fraction is the total taxable anount
subject to the tax inposed under all manufacturing classifications in
chapter 82.04 RCW

(© For purposes of both the nunerator and denom nator of the
fraction, the total taxable anmpbunt refers to the total taxable anount
required to be reported on the person's returns for the cal endar year
before the calendar year in which the credit under this section is
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((26))) (11) for manufacturing was not in effect during the
full cal endar year before the cal endar year in which the credit under
this section is earned.

(D) No credit is available wunder (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.

(E) As used in (b)(ii)(C of this subsection (2), "returns" neans
the tax returns for which the tax inposed 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 against taxes incurred in a subsequent cal endar year, but
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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 claimng the credit under this section nust file a conplete
annual report with the departnment under RCW 82. 32. 534.

(6) This section expires July 1, ((2624)) 2040.

Sec. 11. RCW82.08.975 and 2008 c 81 s 2 are each anended to read
as follows:

(1) The tax levied by RCW 82.08.020 ((shalt+)) does not apply to
sales of conputer hardware, conputer peripherals, or software, not
otherwi se eligible for exenption under RCW 82. 08. 02565, used primarily
in the devel opnent, design, and engi neering of aerospace products or in
provi di ng aerospace services, or to sales of or charges nmade for | abor
and services rendered in respect to installing the conputer hardware,
conput er peripherals, or software.

(2) 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 ((shakHh)) nust retain a copy of the
certificate for the seller's files.

(3) ({ As—used—+n—thts—sectton—thetoHowngdelnittons—apphby—))
The definitions in this subsection apply throughout this section unless
the context requires otherw se.

(a) "Aerospace products" neans:

(1) Commercial airplanes and their conponents;

(i1) Machinery and equi pnent that is designed and used primarily
for the mai ntenance, repair, overhaul, or refurbishing of commerci al
ai rplanes or their conponents by federal aviation regulation part 145
certificated repair stations; and

(ti1) Tooling specifically designed for wuse in manufacturing
commerci al airplanes or their conponents.

(b) "Aerospace services" neans the naintenance, repair, overhaul,
or refurbishing of comercial airplanes or their conponents, but only
when such services are perfornmed by a FAR part 145 certificated repair
station.

(c) "Commercial airplane” and "conponent"” have the sane nmeani ngs
provi ded in RCW82. 32. 550.
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(d) "Peripheral s" includes keyboards, nonitors, nouse devices, and
ot her accessories that operate outside of the conputer, excluding
cables, conduit, wiring, and other simlar property.

(4) This section expires July 1, ((2624)) 2040.

Sec. 12. RCW82.12.975 and 2008 c 81 s 3 are each anended to read
as follows:

(1) The provisions of this chapter ((shakt)) do not apply in
respect to the use of conputer hardware, conputer peripherals, or
software, not otherwi se eligible for exenption under RCW 82. 12. 02565,
used primarily in the devel opnent, design, and engi neeri ng of aerospace
products or in providing aerospace services, or to the use of |abor and
services rendered in respect to installing the conputer hardware,
conput er peripherals, or software.

(2) As used in this section, "peripherals," "aerospace products,"”
and "aerospace services" have the sanme neanings as provided in RCW
82.08. 975.

(3) This section expires July 1, ((2624)) 2040.

Sec. 13. RCW 82.29A 137 and 2010 ¢ 114 s 134 are each anended 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
82.32.550, are exenpt fromtax under this chapter. A person claimng
the credit under RCW 82.04.4463 is not eligible for the exenpti on under
this section.

(2) In addition to all other requirenments under this title, a
person claimng the exenption under this section nust file a conplete
annual report with the departnment under RCW 82. 32. 534.

(3) This section expires July 1, ((2624)) 2040.

Sec. 14. RCW84.36.655 and 2010 ¢ 114 s 151 are each anended 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
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taking the credit wunder RCW 82.04.4463 is not eligible for the
exenption under 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 requirenments under this title, a
person claimng the exenption under this section nust file a conplete
annual report with the departnent under RCW 82. 32. 534.

(3) Cains for exenption authorized by this section nust be filed
wth the county assessor on forns prescribed by the departnment and
furni shed by the assessor. The assessor nust verify and approve cl ai ns
as the assessor determnes to be justified and in accordance with this
section. No clains may be filed after Decenber 31, ((2623)) 2039. The
departnment may 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 collection in 2006 and
thereafter.

(5) This section expires July 1, ((2624)) 2040.

NEW SECTI ON.  Sec. 15. Subject to section 2 of this act, section
5 of this act expires July 1, 2015.

NEW SECTI ON. Sec. 16. Subject to section 2 of this act, section
6 of this act takes effect July 1, 2015.

Passed by the Senate Novenber 9, 2013.

Passed by the House Novenber 9, 2013.

Approved by the Governor Novenber 11, 2013.

Filed in Ofice of Secretary of State Novenber 11, 2013.
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