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HOUSE BI LL 2639

St ate of WAshi ngt on 590th Legislature 2006 Regul ar Session

By Representatives B. Sullivan, MCoy, OBrien, Sells, Hnkle,
Roberts, Ericks, Strow and Dunn

Read first time 01/11/2006. Referred to Committee on Econonic
Devel opnment, Agriculture & Trade.

AN ACT Relating to providing excise tax relief for aerospace
product devel opnment businesses; anmending RCW 82.04. 250, 82.04. 440,
82.32.590, and 82.32.600; reenacting and anmendi ng RCW 82. 04. 260; addi ng
a new section to chapter 82.08 RCW adding a new section to chapter
82.12 RCW adding new sections to chapter 82.04 RCW adding a new
section to chapter 82.32 RCW providing an effective date; and
provi di ng expiration dates.

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

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

(1) The tax levied by RCW 82.08.020 does not apply to sales of
conput er hardware, conputer peripherals, or software, used primarily in
aer ospace product devel opnent, or to sales of or charges nmade for |abor
and services rendered in respect to installing the conputer hardware,
conputer peripherals, or software. 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 shall retain
a copy of the certificate for the seller's files.

(2) As used in this section:
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(a) "Aerospace product devel opnent” neans research, design, and
engi neering activities perforned in relation to the devel opnent of:

(i) Commercial airplanes and conponents of such airpl anes;

(1i) Tooling that is wused in the mnufacture of comrercial
ai rplanes and by manufacturers of conponent parts of commerci al
ai rpl anes;

(ii1) M ntenance, repair, or overhaul support equipnent that is
used by airline customers in the aftermarket support of commercial
ai r pl anes;

(1v) Gound support equipnent, including test equipnent, that is
used by airline custonmers in support of commercial airplanes; or

(v) General aviation aircraft and conponents of such aircraft.

(b) "Comrercial airplane” and "conponent" have the neanings
provi ded in RCW 82. 32. 550.

(c) "Peripherals" includes keyboards, nonitors, nouse devices, and
ot her accessories that operate outside of the conputer, excluding
cables, conduit, wiring, and other simlar property.

(3) This section expires July 1, 2024.

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

(1) The provisions of this chapter do not apply in respect to the
use of conputer hardware, conputer peripherals, or software, used
primarily in aerospace product devel opnent, or to the use of |abor and
services rendered in respect to installing the conputer hardware,
conput er peripherals, or software.

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

(3) This section expires July 1, 2024.

NEW SECTION. Sec. 3. A new section is added to chapter 82.04 RCW
to read as foll ows:

(1) In conmputing the tax inposed under this chapter, a credit is
allowed for each person for qualified aerospace product devel opnent
expenditures occurring after the effective date of this section.

(2) The credit is equal to the amount of qualified aerospace
product devel opnent expenditures of a person, nmultiplied by the rate of
1.5 percent.
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(3) The credit shall be taken against taxes due for the sane
cal endar year in which the qualified aerospace product devel opnent

expenditures are incurred. Credits may not be carried over. The
credit for each calendar year my not exceed the anount of tax
ot herwi se due under this chapter for the cal endar year. Ref unds may

not be granted in the place of a credit.

(4) Any person entitled to the credit in this section as a result
of qualified aerospace product devel opnent conducted under contract my
assign all or any portion of the credit to the person contracting for
the performance of the qualified aerospace product devel opnent.

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

(a)(i) "Aerospace product devel opnent” neans research, design, and
engi neering activities perforned in relation to the devel opnent of a
product, product |ine, nodel, or nodel derivative, including prototype
devel opnent, testing, and certification. The devel opnent of a product,
product |ine, nodel, or nodel derivative, shall be for

(A) Commercial airplanes and conponents of such airpl anes;

(B) Tooling that is used in the manufacture of commercial airplanes
and by manufacturers of conponent parts of comrercial airplanes;

(C Maintenance, repair, or overhaul support equipnent that is used
by airline custoners in the aftermarket support of commercial
ai rpl anes;

(D) G ound support equipnent, including test equipnment, that is
used by airline custonmers in support of commercial airplanes; or

(E) General aviation aircraft and conmponents of such aircraft.

(1i1) "Aerospace product developnent” includes the discovery of
technol ogi cal information, the translating of technol ogical information
into new or inproved products, processes, techniques, fornulas, or
i nventions, and the adaptation of existing products and nodels into new
products or new nodels, or derivatives of products or nodels. The term
does not include manufacturing activities or other production-oriented
activities. The term does not include surveys and studies, social
science and humanities research, market research or testing, quality
control, sale pronotion and service, conputer software devel oped for
internal use, and research in areas such as inproved style, taste, and
seasonal design
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(b) "Qualified aerospace product developnent” neans aerospace
product devel opnent performed within this state.

(c) "Qualified aerospace product devel opnent expenditures” neans
oper ati 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
aerospace product 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 institution to conduct
qualified aerospace product devel opnent. The term does not include
capital costs and overhead, such as expenses for |and, structures, or
depreci abl e property.

(6) Credit may not be clainmed for expenditures for which a credit
is clainmed under RCW 82. 04. 4452 or 82.04. 4461.

(7) This section expires July 1, 2024.

Sec. 4. RCW82.04.250 and 2003 2nd sp.s. ¢ 1 s 2 are each anended
to read as foll ows:

(1) Upon every person ((exeept—persons—taxableunder—ROAN-82-04-260
(5)—or—{13)—8204 272 —or—subsection—{(2)—of this—section)) engagi ng
within this state in the business of making sales at retail, except
persons taxable as retailers under other provisions of this chapter, as
to such persons, the amount of tax with respect to such business shal
be equal to the gross proceeds of sales of the business, nmultiplied by
the rate of 0.471 percent.

(2) Upon every person 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, except persons taxable under RCW 82.04. 260((+3)})) (11) or
(12), as to such persons, the anmount of tax with respect to such
busi ness shall be equal to the gross proceeds of sales of the business,
multiplied by the rate of 0.484 percent.

Sec. 5. RCW82.04.260 and 2005 ¢ 513 s 2 and 2005 ¢ 443 s 4 are
each reenacted and anended to read as foll ows:

(1) Upon every person engaging within this state in the business of
manuf act uri ng:
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(a) Wheat into flour, barley into pearl barley, soybeans into
soybean oil, canola into canola oil, canola neal, or canola byproducts,
or sunflower seeds into sunflower oil; as to such persons the anount of
tax with respect to such business shall be equal to the value of the
flour, pear | bar| ey, oi |, canola neal, or canola Dbyproduct
manuf actured, nmultiplied by the rate of 0.138 percent;

(b) Seafood products which remain in a raw, raw frozen, or raw
salted state at the conpletion of the manufacturing by that person; as
to such persons the anount of tax with respect to such business shal
be equal to the value of the products manufactured, nultiplied by the
rate of 0.138 percent;

(c) Dairy products that as of Septenber 20, 2001, are identified in
21 CF.R, chapter 1, parts 131, 133, and 135, including byproducts
fromthe manufacturing of the dairy products such as whey and casei n;
or selling the sane to purchasers who transport in the ordinary course
of business the goods out of state; as to such persons the tax inposed
shall be equal to the value of the products manufactured nultiplied by
the rate of 0.138 percent. As proof of sale to a person who transports
in the ordinary course of business goods out of this state, the seller
shall annually provide a statenent in a form prescribed by the
departnment and retain the statenment as a busi ness record;

(d) Until July 1, 2009, al cohol fuel, biodiesel fuel, or biodiesel
feedstock, as those terns are defined in RCW 82.29A 135; as to such
persons the anobunt of tax with respect to the business shall be equal
to the value of alcohol fuel, biodiesel fuel, or biodiesel feedstock
manuf actured, nmultiplied by the rate of 0.138 percent; and

(e) Alcohol fuel or wood biomass fuel, as those terns are defined
in RCW82. 29A. 135; as to such persons the anpbunt of tax with respect to
the business shall be equal to the value of alcohol fuel or wood
bi omass fuel manufactured, nultiplied by the rate of 0.138 percent.

(2) Upon every person engaging within this state in the business of
splitting or processing dried peas; as to such persons the anount of
tax with respect to such business shall be 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 amount of tax with respect to such
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activities shall be equal to the gross incone derived from such
activities nultiplied by the rate of 0.484 percent.

(4) Upon every person engaging within this state in the business of
sl aughtering, breaking and/or processing perishable neat products
and/ or selling the sane at wholesale only and not at retail; as to such
persons the tax inposed shall be equal to the gross proceeds derived
fromsuch sales multiplied by the rate of 0.138 percent.

(5) Upon every person engaging within this state in the business of
acting as a travel agent or tour operator; as to such persons the
anmount of the tax with respect to such activities shall be equal to the
gross incone derived from such activities nultiplied 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 anmpunt of the tax with respect to only international
activities shall be equal to the gross incone derived from such
activities nultiplied by the rate of 0.275 percent.

(7) Upon every person engaging within this state in the business of
stevedoring and associated activities pertinent to the novenent of
goods and commpdities in waterborne interstate or foreign comerce; as
to such persons the anount of tax with respect to such business shal
be equal to the gross proceeds derived fromsuch activities multiplied
by the rate of 0.275 percent. Persons subject to taxation under this
subsection shall be exenpt from paynment of taxes inposed by chapter
82.16 RCWfor that portion of their business subject to taxation under
this subsection. St evedoring and associated activities pertinent to
the conduct of goods and comopdities in waterborne interstate or
foreign commerce are defined as all activities of a |abor, 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 may be noved to a warehouse or sim/lar hol ding
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
delivery to its consignee. Specific activities included in this
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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 Iimted
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 business of
di sposing of |lowlevel waste, as defined in RCWA43. 145.010; as to such
persons the anmount of the tax with respect to such business shall be
equal to the gross inconme of the business, excluding any fees inposed
under chapter 43.200 RCW nmultiplied by the rate of 3.3 percent.

I f the gross incone of the taxpayer is attributable to activities
both within and without this state, the gross incone attributable to
this state shall be determined in accordance with the nethods of
apportionnment required under RCW 82. 04. 460.

(9) Upon every person engaging within this state as an insurance
agent, insurance broker, or insurance solicitor |icensed under chapter
48.17 RCW as to such persons, the amount of the tax with respect to
such licensed activities shall be 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 visions, as to such persons, the anmount of tax with respect to
such activities shall be equal to the gross incone of the business
multiplied by the rate of 0.75 percent through June 30, 1995, and 1.5
percent thereafter. The noneys coll ected under this subsection shal
be deposited in the health services account created under RCW
43. 72. 900.

(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, as to such persons the
anpunt of tax with respect to such business shall, in the case of
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manuf acturers, 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
busi ness, multiplied by the rate of:

(i) 0.4235 percent from Cctober 1, 2005, through the |later of June
30, 2007, or the day preceding the date final assenbly of a
superefficient airplane begins in Washi ngton state, as determ ned under
RCW 82. 32. 550; and

(i1) 0.2904 percent beginning on the later of July 1, 2007, or the
date final assenbly of a superefficient airplane begins in Washi ngton
state, as determ ned under RCW 82. 32. 550.

(b) Beginning Cctober 1, 2005, upon every person engaging wthin
this state in the business of making sales, at retail or whol esale, of
commerci al airplanes, or conponents of such airplanes, manufactured by
t hat person, as to such persons the anmount of tax with respect to such
busi ness shall be equal to the gross proceeds of sales of the airplanes
or conponents nultiplied by the rate of:

(i) 0.4235 percent from Cctober 1, 2005, through the later of June
30, 2007, or the day preceding the date final assenbly of a
superefficient airplane begins in Washi ngton state, as determ ned under
RCW 82. 32. 550; and

(i1) 0.2904 percent beginning on the later of July 1, 2007, or the
date final assenbly of a superefficient airplane begins in Washi ngton
state, as determ ned under RCW 82. 32. 550.

(c) For the purposes of this subsection (11), "conmerci al
ai rplane,"” "conponent," and "final assenbly of a superefficient
ai rpl ane" have the neani ngs given in RCW 82. 32. 550.

(d) In addition to all other requirenments under this title, a
person eligible for the tax rate under this subsection (11) nust report
as required under RCW 82. 32. 545.

(e) This subsection (11) does not apply after the earlier of: July
1, 2024; or Decenber 31, 2007, if assenbly of a superefficient airplane
does not begin by Decenber 31, 2007, as determ ned under RCW 82. 32. 550.

(12)(a) Upon every person engaging wthin this state in the
busi ness of manufacturing the following: (i) Tooling that is used in
the manufacture of commercial airplanes and by nmanufacturers of
conponent parts of commercial airplanes; (ii) maintenance, repair, or
over haul support equipnent that is used by airline custoners in the
aftermarket support of commercial airplanes; (iii) ground support
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equi pnent, including test equipnent, that is used by airline custoners
in support of commercial airplanes; or (iv) general aviation aircraft
or conponents of such aircraft; as to such persons the anpbunt of the
tax wth respect to the business shall be equal to the gross incone of
the business, nultiplied by the rate of 0.2904 percent.

(b) Upon every person engaging within this state in the business of
meking sales, at retail or wholesale, of the foll ow ng: (i) Tooling
that is used in the mnufacture of commercial airplanes and by
manuf acturers of conponent parts of comercial airplanes; (ii)
nai nt enance, repair, or overhaul support equipnent that is used by
airline custoners in the aftermarket support of comrercial airplanes;
(iii) ground support equipnent, including test equipnent, that is used
by airline custoners in support of comrercial airplanes; or (ivV)
general aviation aircraft or conponents of such aircraft; as to such
persons the anmpbunt of the tax with respect to the business shall be
equal to the gross incone of the business, nmultiplied by the rate of
0.2904 percent.

Sec. 6. RCW82.04.440 and 2005 ¢ 301 s 3 are each anended to read
as follows:

(1) Every person engaged in activities which are wthin the purview
of the provisions of tw or nore of sections RCW 82.04.230 to
82.04.298, inclusive, shall be taxable under each paragraph applicable
to the activities engaged in.

(2) Persons taxabl e under RCW 82.04.2909(2), 82.04.250, 82.04.270,
82.04.294(2), or 82.04.260 (4) ((e—%3))). (11), or (12) with respect
to selling products in this state shall be allowed a credit against
those taxes for any (a) manufacturing taxes paid with respect to the
manuf acturing of products so sold in this state, and/or (b) extracting
taxes paid with respect to the extracting of products so sold in this
state or ingredients of products so sold in this state. Extracting
taxes taken as credit under subsection (3) of this section nay al so be

taken wunder this subsection, if otherwise allowable wunder this
subsecti on. The anount of the credit shall not exceed the tax
l[iability arising under this chapter with respect to the sale of those
pr oduct s.

(3) Persons taxabl e under RCW 82.04. 240 or 82.04.260(1)(b) shall be
allowed a credit against those taxes for any extracting taxes paid with
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respect to extracting the ingredients of the products so manufactured
in this state. The anount of the credit shall not exceed the tax
liability arising under this chapter with respect to the manufacturing
of those products.

(4) Persons taxable under RCW 82.04. 230, 82.04.240, 82.04.2909(1),
82.04.294(1), or 82.04.260 (1), (2), (4), ((6)—e—+23y)) (11), or
(12) with respect to extracting or manufacturing products in this state
shall be allowed a credit against those taxes for any (i) gross
recei pts taxes paid to another state with respect to the sales of the
products so extracted or manufactured in this state, (ii) manufacturing
taxes paid with respect to the manufacturing of products using
ingredients so extracted in this state, or (iii) manufacturing taxes
paid with respect to manufacturing activities conpleted in another
state for products so manufactured in this state. The anount of the
credit shall not exceed the tax liability arising under this chapter
wWth respect to the extraction or manufacturing of those products.

(5) For the purpose of this section:

(a) "Gross receipts tax" neans a tax:

(1) Wich is inposed on or neasured by the gross volune of
business, in ternms of gross receipts or in other terns, and in the
determ nation of which the deductions all owed would not constitute the
tax an incone tax or val ue added tax; and

(i) Wich is also not, pursuant to law or custom separately
stated fromthe sales price.

(b) "State" nmeans (i) the state of Washington, (ii) a state of the
United States other than Washington, or any political subdivision of
such other state, (iii) the District of Colunbia, and (iv) any foreign
country or political subdivision thereof.

(c) "Manufacturing tax" means a gross receipts tax inposed on the
act or privilege of engaging in business as a manufacturer, and
includes (i) the taxes inposed in RCW 82.04.240, 82.04.2909(1),
82.04.260 (1), (2), (4), (11), and ((+3))) (12), and 82.04.294(1); and
(1i) simlar gross receipts taxes paid to other states.

(d) "Extracting tax" means a gross receipts tax inposed on the act
or privilege of engaging in business as an extractor, and includes the
tax inposed in RCW82.04.230 and simlar gross receipts taxes paid to
ot her states.

HB 2639 p. 10
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(e) "Business", "manufacturer", "extractor", and other ternms used
in this section have the neanings given in RCW 82.04.020 through
82.04. 212, notwithstanding the use of those terns in the context of
descri bing taxes inposed by ot her states.

NEW SECTION. Sec. 7. A new section is added to chapter 82.04 RCW
to read as foll ows:

(1) In conmputing the tax inposed under this chapter, a credit is
al l owed for property taxes paid during the cal endar year

(2) The credit is equal to:

(a)(i) Property taxes paid on new buildings, and |and upon which
this property is located, and used exclusively in mnufacturing
activities perfornmed in relation to the devel opnent of:

(A) Tooling that is used in the manufacture of commercial airplanes
and by manufacturers of conponent parts of comrercial airplanes;

(B) Maintenance, repair, or overhaul support equipnent that is used
by airline custoners in the aftermarket support of commercial
ai rpl anes;

(© Gound support equipnent, including test equipnment, that is
used by airline custonmers in support of commercial airplanes; or

(D) Conponents of general aviation aircraft or conponents of such
aircraft; or

(i1) Property taxes attributable to an increase in assessed val ue
due to the renovation or expansion of a building used exclusively in
manufacturing activities described in (a)(i)(A) through (D) of this
subsection; and

(b) Property taxes paid on machi nery and equi pnent exenpt under RCW
82. 08. 02565 or 82.12.02565 and used exclusively in the manufacturing
activities described in (a)(i)(A) through (D) of this subsection.

(3) A person taking the credit under this section is subject to al
the requirenents of chapter 82.32 RCW A credit earned during one
cal endar year may 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.

(4) In addition to all other requirenments under this title, a
person taking the credit under this section nust report as required
under section 8 of this act.
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(5) A person shall not take a credit under this section and RCW
82. 04. 4463.
(6) This section expires July 1, 2024.

NEW SECTION. Sec. 8. A new section is added to chapter 82.32 RCW
to read as foll ows:

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

(2)(a) A person claimng a tax incentive shall file a conplete
annual survey with the departnent. The survey is due by March 31st
following any year in which a tax incentive is clained. The departnent
may extend the due date for tinely filing of annual surveys under this
section as provided in RCW 82.32.590. The survey shall include the
anount of any tax incentive clained. For a person claimng a credit
under section 3 of this act, the survey shall also include the
qualified aerospace product developnent expenditures during the
cal endar year, whether the credit has been assigned under section 3(4)
of this act and who assigned the credit, the nunber of new products or
research projects by general classification, and the nunber of
trademar ks, patents, and copyrights associated with the qualified
aer ospace product devel opnent activities. The first survey filed under

this subsection shall include enploynent, wage, and benefit information
for the twelve-nonth period imediately before first use of a tax
i ncentive. The annual survey shall also include the follow ng

information for enploynment positions in Washi ngton:

(i) The nunber of total enploynent positions;

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

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

(iv) The nunber of enploynent positions that have enpl oyer-provi ded
medi cal , dental, and retirenent benefits, by each of the wage bands.
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(b) As part of the annual survey, the departnment nay request
additional information necessary to neasure the results of, or
determne eligibility for, the tax incentive program

(c) Al information collected under this section, except the anount
of any tax incentive clained, is deened taxpayer information under RCW
82. 32. 330. I nformati on on the anount of any tax incentive clained is
not subject to the confidentiality provisions of RCW82.32.330 and may
be disclosed to the public upon request, except as provided in (d) of
this subsection. | f the amount of any tax incentive reported on the
survey is different than the anount actually clainmed on the taxpayer's
tax returns or otherw se allowed by the departnent, the anount actually
clainmed or allowed nmay be discl osed.

(d) Persons for whom the actual amount of all tax incentives
claimted on the taxpayer's returns or otherwise allowed by the
departnment is less than ten thousand dollars during the period covered
by the survey nmay request the departnment to treat the tax incentive
anount as confidential under RCW 82. 32. 330.

(3) If a person fails to submt a conplete annual survey under
subsection (2) of this section by the due date or any extension under
RCW 82. 32. 590, the departnent shall declare the amount of taxes agai nst
whi ch any tax incentive was clained for that year to be i medi ately due
and payable. The departnent shall assess interest, but not penalties,
on the taxes against which the tax incentive was clained. | nt er est
shall be assessed at the rate provided for delinquent excise taxes
under this chapter, retroactively to the date the tax incentive was
clainmed, and shall accrue until the taxes against which the tax
i ncentive was clained are repaid.

(4) The departnment shall use the information fromthe annual survey
requi red under subsection (2) of this section to prepare summary
descriptive statistics by category. No fewer than three taxpayers
shall be included in any category. The departnent shall report these
statistics to the legislature each year by Septenber 1st.

(5 In conjunction with the reports due under RCW 82.32.545, by
Novenber 1, 2010, and Novenber 1, 2023, the fiscal commttees of the
house of representatives and the senate, in consultation with the
departnent, shall report to the legislature on the effectiveness of the
tax incentives authorized in sections 3, 5, and 7 of this act in regard
to keepi ng Washi ngton conpetitive. The report shall neasure the effect
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of the tax incentives authorized in sections 3, 5 and 7 of this act on
job retention, net jobs created for Wshington residents, conpany
growth, diversification of the state's econony, cluster dynam cs, and
other factors as the commttees select. The reports shall include a
di scussion of principles to apply in evaluating whether the |egislature
shoul d reenact the tax incentives authorized in sections 3, 5 and 7 of
this act.

(6) A person who is subject to the requirenments in RCW82.32.545 is
not required to file a conplete annual survey under this section if the
person tinmely files the annual report required by RCW 82. 32. 545.

(7) For the purposes of this section, "tax incentive" neans a tax
credit under sections 3 and 7 of this act and the preferential tax
rates in RCW 82. 04.260(12).

Sec. 9. RCW 82.32.590 and 2005 c 514 s 1001 are each amended to
read as foll ows:

(1) If the departnent finds that the failure of a taxpayer to file
an annual survey under RCW 82.04. 4452 or section 8 of this act by the
due date was the result of circunstances beyond the control of the
t axpayer, the departnent shall extend the time for filing the survey.
Such extension shall be for a period of thirty days fromthe date the
departnment issues its witten notification to the taxpayer that it
qualifies for an extension under this section. The departnment may
grant additional extensions as it deens proper.

(2) I'n making a determ nati on whether the failure of a taxpayer to
file an annual survey by the due date was the result of circunstances
beyond the control of the taxpayer, the departnment shall be gui ded by
rules adopted by the departnment for the waiver or cancellation of
penal ti es when the underpaynent or untinely paynent of any tax was due
to circunstances beyond the control of the taxpayer.

Sec. 10. RCW 82.32.600 and 2005 ¢ 514 s 1002 are each anended to
read as foll ows:

(1) Persons required to file surveys under RCW 82.04.4452 or
section 8 of this act nmust electronically file with the departnent al
surveys, returns, and any other forns or information the departnent
requires in an electronic format as provided or approved by the
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depar t ment ( ( —untess—thedepartrent—grants—rebel—under—subsecton—{2
of—this—seetton) ) . As used in this section, "returns" has the sane

meani ng as "return” in RCW82.32. 050.
(2) ({(UYpon—reguest—ihe—departrent—may—rebteve—a—person—ol—the
bl . . I . = . thi . VI ,

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

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

NEW SECTION. Sec. 11. This act takes effect July 1, 2006.

~-- END ---
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