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ENGROSSED SUBSTI TUTE SENATE BI LL 5882

State of WAshi ngton 63rd Legislature 2013 2nd Speci al Session
By Senate Ways & Means (originally sponsored by Senator Hill)
READ FI RST TI ME 06/ 28/ 13.

AN ACT Relating to creating, expanding, or extending tax
preferences; anendi ng RCW 82. 04. 260, 82.04. 4268, 82.04.629, 82.04. 630,
82.08. 0204, 82.12.0204, 82.04.050, 82.04.294, 82.08.956, 82.12.956,
47.68. 250, 82.48.100, 82.04.324, 82.08.962, 82.12.962, 82.08.963, and
82.12.963; reenacting and anendi ng RCW 82. 04. 260; addi ng new secti ons
to chapter 82.04 RCW adding new sections to chapter 82.08 RCW addi ng
new sections to chapter 82.12 RCW adding new sections to chapter
43. 136 RCW adding new sections to chapter 82.32 RCW adding a new
section to chapter 82.14B RCW adding a new section to chapter 82.16
RCW adding a new section to chapter 82.18 RCW addi ng a new section to
chapter 82.19 RCW adding a new section to chapter 82.21 RCW adding a
new section to chapter 82.23A RCW adding a new section to chapter
82.23B RCW adding a new section to chapter 82.24 RCW adding a new
section to chapter 82.26 RCW adding a new section to chapter 82.27
RCW addi ng a new section to chapter 82.29A RCW adding a new section
to chapter 82.45 RCW adding a new section to chapter 82.48 RCW adding
a new section to chapter 82.64 RCW adding a new section to chapter
84.52 RCW adding a new section to chapter 54.28 RCW creating new
sections; repealing 2008 ¢ 314 s 7 (uncodified); repealing 2013 2nd
Sp.s. € ... s 1202; providing effective dates; providing expiration
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dat es; and decl ari ng an energency.

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

PART |
Payrol |l Services

NEW SECTI ON. Sec. 101. (1) The legislature finds that the suprene
court's decision in WIlliam Rogers v. Tacoma, while clarifying the
taxation of tenporary staffing agencies, resulted in differing
interpretations of regulatory requirenents in order to qualify for a
pass-through exclusion from Wshington B&0 taxes for payrol
rei nbursenents made within an affiliated group

(2) The | egislature passed Second Engrossed Substitute Senate Bil
No. 6143 during the 2010 Ilegislative session that directed the
departnent of revenue to conduct a review and provide a report on the
state's tax policies with respect to the taxation of interconpany
transactions. The report affirnms that centralized payroll reporting
systens can result in an additional layer of tax for Washington
busi nesses. Exclusions for payroll reinbursenents all ow businesses to
have efficient adm nistrative costs without incurring an additional tax
obligation resulting exclusively from stream ining payroll processes.
Further, this treatnent of allow ng for an exclusion of payroll cost
rei mbursenents within a centralized payroll systemis consistent with
hi storical tax practices of the departnent of revenue prior to the
W 1iam Rogers deci sion.

(3) The departnent of revenue continues to work with taxpayers to
study taxation of transactions within and between affiliated business
organi zations in order to determne the appropriate policies and to
identify areas where statutory and regul atory changes nay be necessary.

(4) The legislature finds that the tax policy of allow ng
excl usions for payroll cost reinbursenents within a centralized payrol
reporting system is appropriate and should be affirned. The
| egi sl ature adopts the historical tax policy of allow ng exclusions for
payroll cost reinbursenents within a centralized payroll reporting
systemof an affiliated group and requires the inplenentation of such
tax policy fromthe effective date of this section. In affirmng this
tax policy, the legislature also intends to nonitor these transactions
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to ensure they are being used appropriately and not for tax avoi dance
purposes and to nonitor the potential inpact on state revenue
collections. The legislature does not intend for part |I of this act to
retroactively create a right of refund for taxes paid on payroll cost
rei mbursenments prior to the enactnent of this statute.

NEW SECTION. Sec. 102. A new section is added to chapter 82.04
RCWto read as foll ows:

(1) I'n conputing tax there may be deducted fromthe neasure of tax,
anounts that a qualified enployer of record engaged in providing
paymaster services receives from an affiliated business to cover
enpl oyee costs of a qualified enployee. However, no exclusion is
allowed wunder this section for any enployee costs incurred in
connection with a contractual obligation of the taxpayer to provide
services, including staffing services as defined i n RCW82. 04. 540.

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

(a) "Affiliated" has the sane neaning as provided in RCW
82.32.655(7).

(b) "Enpl oyee costs" are the actual cost of wages and sal aries,
benefits, workers' conpensation, payroll taxes, wthholding, or other
assessnents paid to or on behal f of an enpl oyee.

(c) "Functional enploynent rel ationship” nmeans having control over
the work schedul e and activities of the enpl oyees and control over al
enpl oynent deci sions such as salary, discipline, hiring, or layoffs.

(d) "Paymaster services" means providing payroll and rel ated human
resource services.

(e) "Qualified enployee" neans an enpl oyee with whomthe affiliated
business has a functional enploynent relationship. Nei t her the
enpl oyer of record, nor any other affiliate, may have a functiona
enpl oynent relationship with the enpl oyee.

(f) "Qualified enployer of record” is a person who:

(1) Has no functional enploynent relationship with a qualified
enpl oyee; and

(11) Has no contractual liability with a qualified enployee for the
enpl oyee costs. A qualified enployer of record nay have statutory or
common law liability to the qualified enployees or to third parties for
enpl oyee costs.
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(3) Section 1701(1) of this act does not apply to the deduction
aut horized in this section.

PART 11
Dai ry Products

NEW SECTION. Sec. 201. The intent of part Il of this act is to
incentivize the creation of additional jobs in Washington in the dairy
i ndustry and related industries that manufacture dairy-based products.
More specifically, it is the intent of part Il of this act to encourage
infant fornula producers to locate new facilities in Wshington or
expand existing facilities in Washington through an extension of a
preferential business and occupation tax rate for dairy producers. It
is the further intent of the legislature to provide this tax incentive
in afiscally responsi bl e manner where the actual revenue i npact of the
| egi sl ation substantially conforms with the fiscal estinmate provided in
the legislation's fiscal note.

Sec. 202. RCW82.04.260 and 2012 2nd sp.s. ¢ 6 s 602 and 2012 2nd
Sp.S. ¢ 6 s 204 are each reenacted and anended 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 renmain 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
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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 ((that—as—ef

products—sueh—as—whey—and—casetn—or—selng—the—same)); or selling
dairy products that the person_ has_ nanufactured 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 ingredient or
conponent in the manufacturing of a dairy product; as to such persons
the tax inposed is equal to the value of the products manufactured or
the gross proceeds derived fromsuch sales nmultiplied 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
or sold to a manufacturer for use as an ingredient or conponent in the
manuf acturing of a dairy product.

(ii) For the purposes _of this subsection (1)(c), "dairy products"
means:

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

(iii) 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 ngredient or conponent in the manufacturing in WAshington of a dairy
product ;

(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

p. 5 ESSB 5882



©O© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNMNDNMNDNDNNMNDNNMNMNNMNNMNPPRPPRPRPRPPRPERPEPRPRPRPREPE
N o oA WNEFE OO 0N O WDNPE OO oo N O P wWw DN Ee o

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 anmount 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 anmount 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 wwthin 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
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
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persons the anobunt of the tax with respect to only international
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 anobunt 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.
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If 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 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
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 anmpunt 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
respect to such business is, in the case of manufacturers, equal to the
val ue of the product manufactured and the gross proceeds of sal es 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 manufactured and the
gross proceeds of sales of the product manufactured, or in the case of

ESSB 5882 p. 8
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processors for hire, be equal to the gross incone of the business,
multiplied by the rate of 0.2904 percent.

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

(d) In addition to all other requirenents 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) This subsection (11) does not apply on and after July 1, 2024.

(12)(a) Until July 1, 2024, upon every person engaging within this
state in the business of extracting tinber or extracting for hire
tinber; as to such persons the anmpbunt of tax with respect to the
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
anopunt 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 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.

p. 9 ESSB 5882
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(d) Until July 1, 2024, wupon 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 nethod 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 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
volunme, cellulosic materials. "Paper and paper products” does not

i ncl ude books, newspapers, nmgazines, 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 Christms trees that
are cultivated by agricultural nethods or short-rotation hardwods as
defined in RCW84. 33. 035.

(v) "Tinber products” neans:

ESSB 5882 p. 10
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(A) Logs, wood chips, sawdust, wood waste, and simlar products
obtai ned wholly fromthe processing of tinber, short-rotation hardwoods
as defined i n RCW 84. 33. 035, or both;

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

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

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

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

Sec. 203. RCW 82.04.260 and 2012 2nd sp.s. ¢ 6 s 204 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

p. 11 ESSB 5882
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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 actured 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 ((that—as—ef

products—sueh—as—whey—and—casetn—or—selng—the—same)); or selling
dairy products that the person_ has_ nanufactured 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 ingredient or
conponent in the manufacturing of a dairy product; as to such persons
the tax inposed is equal to the value of the products manufactured or
the gross proceeds derived fromsuch sales nmultiplied 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
or sold to a manufacturer for use as an ingredient or conponent in the
manuf acturing of a dairy product.

(ii) For the purposes _of this subsection (1)(c), "dairy products"
means:

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

ESSB 5882 p. 12
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(iii) 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 ngredient or conponent in the manufacturing in Washington of a dairy
product ;

(d) Beginning July 1, 2015, fruits or vegetables by canning,
preserving, freezing, processing, or dehydrating fresh fruits or
veget abl es, or selling at wholesale fruits or vegetabl es nmanufactured
by the seller by canning, preserving, freezing, processing, or
dehydrating fresh fruits or vegetables and sold to purchasers who
transport in the ordinary course of business the goods out of this
state; 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, al cohol 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
mul tiplied by the rate of 0.484 percent.

(4) Upon every person engaging wwthin this state in the business of
sl aughtering, breaking and/or processing perishable neat products
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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
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
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 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 nay 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, 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
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,
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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 anobunt 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.

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

(12)(a) Until July 1, 2024, upon every person engaging within this
state in the business of extracting tinber or extracting for hire
tinber; as to such persons the anmpbunt of tax with respect to the
business is, in the case of extractors, equal to the value of products,
i ncludi ng 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
anopunt 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 ncome of the business, nmultiplied 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.
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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.
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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
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 depart nent
under RCW82. 32. 534.
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Sec. 204. RCW82.04.4268 and 2012 2nd sp.s. ¢ 6 s 202 are each
anmended to read as foll ows:

(1) ((Fhis—~chapter—does—hot—applyte)) In conputing tax there may
be deducted fromthe neasure of tax, the value of products or the gross
proceeds of sales derived from

(a) Manufacturing dairy products; or

(b) Selling ((mahufactured—datry—produets —to—purehasers—who
Hransport—n—the —ordinary—course—of —business—the—goods—out—ob—thts
state)) dairy products manufactured by the seller to purchasers who
either transport in the ordinary course of business the goods out of
this state or purchasers who use_such dairy products as an ingredi ent
or conponent in the manufacturing of a dairy product. A person taking
an exenption under this subsection (1)(b) nust keep and preserve
records for the period required by RCW 82. 32. 070 establishing that the
goods were transported by the purchaser in the ordinary course of
busi ness out of this state or sold to a manufacturer for use as an
i ngredient or conponent in the manufacturing of a dairy product.

(2) "Dairy products" ((means—darryr—products—that—as—of—Septenber
20—20604 —are—+deat+Hed+n2+C R ; ; ;

steh—as—whey—and—easetn)) has the sane _neaning as_provided in_ RCW
82. 04. 260.
(3) A person claimng the exenption provided in this section nust
file a conpl ete annual survey with the departnent under RCW 82. 32. 585.
(4) This section expires July 1, 2015.

PART |11
Honey Beekeepers

NEW SECTI ON. Sec. 301. (1) The legislature finds that in 2008 the
| egi slature passed Second Substitute Senate Bill No. 6468, which
provided tenporary tax relief for honey beekeepers. The |egislature
further finds that the 2008 | egislation included the follow ng intent
| anguage: "The legislature finds that recent occurrences of colony
col l apse disorder and the resulting loss of bee hives wll have an
econom c inpact on the state's agricultural sector. The legislature
intends to provide tenporary business and occupation tax relief for
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Washi ngton's apiarists.” The legislature further finds that in 2013,
col ony col |l apse disorder is still a significant problemfor the apiary
i ndustry.

(2) Because of the continuing problens associated with colony
col | apse disorder, it is the legislature's intent to extend the tax
relief provided in the 2008 |legislation, subject to a rigorous and
periodic review of the health of honey bee colonies in Washington to

determ ne whether colony collapse disorder is still a significant
problemin the apiary industry. It is the legislature's intent that
the tax relief provided in part 11l of this act wll not be extended

when data i ndicates that honey bee col ony survivorship has i nproved, as
provided in the colony collapse disorder progress report, published
annually by the United States departnment of agriculture, and data
provi ded by the Washi ngton state departnent of agriculture to the joint
| egi sl ative audit and review conm ttee.

NEW SECTION. Sec. 302. A new section is added to chapter 82.08
RCWto read as foll ows:

(1) The tax levied by RCW82.08. 020 does not apply to sales of feed
to an eligible apiarist for use in the raising of a bee colony used to
make honey bee products.

(2) This exenption is available only if the buyer provides the
seller with an exenption certificate in a formand manner prescribed by
t he departnent.

(3) The definitions in RCWS82.04.629 apply to this section.

(4) This section expires July 1, 2017.

NEW SECTION. Sec. 303. A new section is added to chapter 82.12
RCWto read as foll ows:

(1) The provisions of this chapter do not apply with respect to the
use of feed to an eligible apiarist for use in the raising of a bee
col ony used to make honey bee products.

(2) The definitions in RCWS82.04.629 apply to this section.

(3) This section expires July 1, 2017.

NEW SECTI ON. Sec. 304. A new section is added to chapter 43.136
RCWto read as foll ows:
(1) As part of the joint legislative audit and review conmttee's
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tax preference review under this chapter for the tax preferences
contained wwthin part Ill of this act, the joint legislative audit and
review commttee nust al so eval uate whet her Washi ngton state taxes are
a disproportionately large percentage of a conmercial beekeeper's
operational or capital costs, including an analysis of the inpact of
Washi ngton state taxes on simlar sized busi nesses.

(2) This section expires July 1, 2017.

NEW SECTION. Sec. 305. (1) The departnment of agriculture nust
convene a honey bee work group to address chall enges facing the honey
bee industry and to develop a report outlining solutions that bol ster
t he use of Washi ngton honey bee colonies used to pollinate tree fruits,
berries, and seeds. The work group nust include the foll ow ng nenbers:
Two nenbers from the Wshington state beekeepers association; one
apiarist as defined in RCW 15.60.005 with no I ess than one thousand
hi ves; one apiarist as defined in RCW 15.60.005 with no nore than
twenty-five hives; one nenber from the Washington State University
apiary lab; one nenber from the Wshington state departnent of
agriculture; one nmenber fromthe tree fruit industry; and one nenber
fromthe seed i ndustry.

(2) The work group may include or seek input from other agencies,
organi zations, or stakehol ders. By Decenber 31, 2014, and in
conpliance with RCW 43.01.036, the departnment nust submt the work
group's report to the legislature that includes the follow ng: (a)
Proposed changes to the industry's tax structure to increase
conpetitiveness w th out-of-state beekeepers for pollination contracts;
(b) providing analytics and netrics to neasure the value of the
proposed tax structure changes; (c) proposed additional resources
needed to continue applied and basic research to support commerci al
beekeepers in the state and to recover colony |losses; (d) identifying
colony |l evels needed to neet the pollination demands of the Washi ngton
agricultural industry; (e) identifying other policy changes that woul d
increase the conpetitiveness of Washington beekeepers; (f) other
i ndustry needs that would increase the market share of pollination
contracts awarded to WAshi ngton beekeepers; and (g) netrics needed to
provi de accountability for state resources invested in the honey bee
i ndustry.

(3) This section expires July 1, 2017.
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Sec. 306. RCW82.04.629 and 2008 ¢ 314 s 2 are each anended to
read as foll ows:

(1) This chapter does not apply to anounts derived from the
whol esal e sal e of honey bee products by an eligible apiarist who owns
or keeps bee col onies and who does not qualify for an exenption under
RCW 82. 04. 330 i n respect to such sal es.

(2) The exenption provided in subsection (1) of this section does
not apply to any person selling such products at retail or to any
person selling manuf actured substances or articles.

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

(a) "Bee colony" neans a natural group of honey bees containing
seven thousand or nore workers and one or nore queens, housed in a nman-
made hive with novabl e frames, and operated as a beekeeping unit.

(b) "Eligible apiarist” nmeans a person who owns or keeps one or
nore bee col oni es and who grows, raises, or produces honey bee products
for sale at wholesale and is regi stered under RCW15. 60. 021.

(c) "Honey bee products" neans queen honey bees, packaged honey
bees, honey, pollen, bees wax, propolis, or other substances obtained
from honey bees. "Honey bee products" does not include manufactured
substances or articles.

(4) This section expires July 1, 2017.

Sec. 307. RCWB82.04.630 and 2008 ¢ 314 s 3 are each anended to
read as foll ows:

(1) This chapter does not apply to anounts received by an eligible
apiarist, as defined in RCW 82.04.629, for providing bee pollination
services to a farnmer using a bee colony owned or kept by the person
provi ding the pollination services.

(2) The definitions in RCWS82.04. 213 apply to this section.

(3) This section expires July 1, 2017.

Sec. 308. RCW 82.08.0204 and 2008 c 314 s 4 are each anended to
read as foll ows:

(1) The tax |evied by RCW82.08. 020 does not apply to the sale of
honey bees to an eligible apiarist, as defined in RCW82.04.629. This
exenption is available only if the buyer provides the seller with an
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exenption certificate in a form and nmanner prescribed by the
depart nent.
(2) This section expires July 1, 2017.

Sec. 309. RCWS82.12.0204 and 2008 c 314 s 5 are each anended to
read as foll ows:

(1) The provisions of this chapter do not apply in respect to the
use of honey bees by an eligible apiarist, as defined in RCW82. 04. 629.
This exenption is available only if the buyer provides the seller with
an exenption certificate in a form and nanner prescribed by the
depart nent.

(2) This section expires July 1, 2017.

NEW SECTI ON. Sec. 310. 2008 ¢ 314 s 7 (uncodified) is repeal ed.

PART 1V
Cl ay Targets

NEW_ SECTION. Sec. 401. The legislature intends for the tax
preferences in sections 402 and 403 of this act to be tenporary in
order for the legislature to assess the actual fiscal inpact of the tax
preferences to ensure that they reasonably conform with the fiscal
estimate provided in the legislation's fiscal note. It is not the
|l egislature's intent to establish a broad policy of providing sales and
use tax exenptions for business consunabl es used by businesses in the
provi sion of services to custoners.

NEW SECTI ON. Sec. 402. A new section is added to chapter 82.08
RCWto read as foll ows:

(1) The tax levied by RCW82. 08. 020 does not apply to sales of clay
targets purchased by a nonprofit gun club for use in providing the
activity of clay target shooting for a fee.

(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. For sellers who electronically file their taxes,
t he departnent nust provide a separate tax reporting line for exenption
anmount s cl ai ned under this section.
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(3) This section expires July 1, 2017.

NEW SECTION.  Sec. 403. A new section is added to chapter 82.12
RCWto read as foll ows:

(1) The provisions of this chapter do not apply with respect to the
use by a nonprofit gun club of clay targets that are provided while
conducting the activity of clay target shooting for a fee.

(2) This section expires July 1, 2017.

PART V
Products that Inpart Flavor to Food

NEW SECTION. Sec. 501. The intent of part V of this act is to
provide tax relief to restaurants for business inputs that cannot be
reused and are consuned for a specific purpose during the cooking
process. More specifically, it is the intent of part V of this act to
provide a sales and use tax exenption for specific itens used in the
cooking process that inpart flavor and therefore are simlar to an
i ngredi ent added to a final product that is sold to the consunmer. It
is alsothe intent of the legislature to provide this tax preference in
a fiscally responsi ble manner where the actual revenue inpact of the
| egi slation substantially confornms with the fiscal estinate provided in
the legislation's fiscal note. Therefore, the legislature intends for
this tax preference to be tenporary so the | egislature can assess the
actual fiscal inpact of the tax preference and whether the tangible
personal property subject to the exenption is being used in a nmanner
consistent with an ingredient or conponent that becones part of a
product sold to a final consuner.

NEW SECTI ON. Sec. 502. A new section is added to chapter 82.08
RCWto read as foll ows:

(1) Except as provided in subsection (2) of this section, the tax
|l evied by RCW 82.08.020 does not apply to sales to restaurants of
products that inpart flavor to food during the cooking process and
t hat :

(a) Are conpletely or substantially consumed by conbustion during
t he cooki ng process, such as wood chi ps, charcoal, charcoal briquettes,
and grape vi nes; or
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(b) Support the food during the cooking process and are conprised
entirely of wood, such as cedar grilling planks.

(2) The exenption provided by this section does not apply to any
type of gas fuel.

(3) Sellers making tax-exenpt sales under this section nust obtain
an exenption certificate fromthe buyer in a formand nmanner prescribed

by the departnment. The seller nust retain a copy of the exenption
certificate for the seller's files. In lieu of an exenption
certificate, a seller may capture the rel evant data el enents as al | owed
under the stream ined sales and use tax agreenent. For sellers who

electronically file their taxes, the departnent nust provide a separate
tax reporting line for exenption amounts clai med under this section.

(4) For purposes of this subsection, "restaurant" has the sane
meani ng as provided in RCW82. 08. 9995.

(5) This section expires July 1, 2017.

NEW SECTION. Sec. 503. A new section is added to chapter 82.12
RCWto read as foll ows:

(1) Except as provided in subsection (2) of this section, the
provi sions of this chapter do not apply to restaurants with respect to
the use of products that inpart flavor to food during the cooking
process and that:

(a) Are conpletely or substantially consumed by conbustion during
t he cooki ng process, such as wood chi ps, charcoal, charcoal briquettes,
and grape vi nes; or

(b) Support the food during the cooking process and are conprised
entirely of wood, such as cedar grilling planks.

(2) The exenption provided by this section does not apply to any
type of gas fuel.

(3) For purposes of this subsection, "restaurant" has the sane
meani ng as provided in RCW82. 08. 9995.

(4) This section expires July 1, 2017.

PART VI
Cooperati ve Finance Organi zations

NEW SECTI ON. Sec. 601. (1) The intent of part VI of this act is
to provide tax relief for custoners of rural electric cooperatives by
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provi ding a business and occupation tax deduction for interest incone
on loans made by certain finance organizations to rural electric
cooperatives. It is the further intent of the legislature to provide
this tax deduction in a fiscally responsible manner where the actua

revenue inpact of the legislation substantially conforms with the
fiscal estimate provided in the legislation's fiscal note.

(2) To measure the effectiveness of this tax preference in neeting
its policy objectives, the joint |legislative audit and review committee
shall specifically evaluate custonmer rates charged by rural electric
cooperatives that are repaying debt to the national rural wutilities
cooperative finance or gani zati on, or any simlar fi nanci ng
organi zation, and the inpact the business and occupation deduction
provi ded under part VI of this act has had on those rates.

NEW SECTION. Sec. 602. A new section is added to chapter 82.04
RCWto read as foll ows:

(1) I'n conputing tax there may be deducted fromthe neasure of tax,
anounts received by a cooperative finance organization where the
anounts are derived fromloans to rural electric cooperatives or other
nonprofit or governnmental providers of utility services organi zed under
the laws of this state.

(2) For the purposes of this section, the follow ng definitions
appl y:

(a) "Cooperative finance organization" means a nonprofit
organi zation with the primary purpose of providing, securing, or
ot herwi se arranging financing for rural electric cooperatives.

(b) "Rural electric cooperative" neans a nonprofit, custoner-owned
organi zation that provides utility services to rural areas.

(3) This section expires July 1, 2017.

NEW SECTION. Sec. 603. Section 602 of this act applies to anpunts
received on or after October 1, 2013.

PART VI |
I nvestment Data for | nvestnment Firns

NEW SECTION. Sec. 701. (1) The legislature finds that in 2007,
Engrossed Substitute House Bill No. 1981 was enacted into |aw, which
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provided a sales tax exenption for electronically delivered standard
financial information if the sales were to an investnent managenent
conpany or financial institution. The legislature further finds that
in 2009 and 2010, Engrossed Substitute House Bill No. 2075 and
Substitute House Bill No. 2620 were passed, to address the taxation of
el ectronically delivered products. The |egislature further finds that
this legislation inposed sales and use tax on nost digital services,
goods, and prewitten software, but provided a broad busi ness exenption
for digital goods. The legislature further finds that the sales tax
exenption for standard financial information fromthe 2007 | egi sl ation
was elimnated because it was believed that the broader business
exenption in Engrossed Substitute House Bill No. 2075 covered these
transacti ons. The legislature further finds that the nethod of
transm ssion of data by data providers to investnent managenment
conpani es has evol ved over tinme where data providers add search tools
to their web-based data, which nmakes it subject to sal es tax.

(2) The legislature's intent under part VII of this act is to
conform with a previously determned policy objective of exenpting

certain standard financial information purchased by international
i nvestment managenent conpanies from sales and use tax on the
understandi ng that the fiscal inpact is mnimal. Therefore, it is the

| egislature's further intent to reevaluate the exenption in three years
to ensure that actual fiscal inpact on state revenues reasonably
conforme with the fiscal estimate in the fiscal note for this
| egi sl ati on.

NEW SECTION. Sec. 702. A new section is added to chapter 82.08
RCWto read as foll ows:

(1) The tax inposed by RCW 82.08.020 does not apply to sal es of
standard financial information to qualifying international investnent
managenent conpani es. The exenption provided in this section applies
regardl ess of whether the standard financial information is provided to
the buyer in a tangible format or on a tangible storage nediumor as a
digital product transferred el ectronically.

(2) Sellers making tax-exenpt sales under this section nust obtain
an exenption certificate fromthe buyer in a formand nmanner prescribed
by the departnment. The seller nust retain a copy of the exenption
certificate for the seller's files. In lieu of an exenption
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certificate, a seller may capture the rel evant data el enents as al | owed
under the stream ined sales and use tax agreenent. For sellers who
electronically file their taxes, the departnent nust provide a separate
tax reporting line for exenption anmounts claimed under this section.

(3) A buyer may not continue to claim the exenption under this
section once the buyer has purchased standard financial information
during the current cal endar year with an aggregate total selling price
in excess of fifteen mlIlion dollars and an exenpti on has been cl ai ned
under this section or section 703 of this act for such standard
financial informtion. The fifteen mllion dollar limtation under
this subsection does not apply to any other exenption under this
chapter that applies to standard financial information. Sellers are
not responsible for ensuring a buyer's conpliance with the fifteen
mllion dollar limtation under this subsection. Sellers may not be
assessed for uncollected sales tax on a sale to a buyer claimng an
exenption under this section after having exceeded the fifteen mllion
dollar limtation under this subsection, except as provided in RCW
82.08.050 (4) and (5).

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

(a)(i) "Qualifying international investnment nmanagenent conpany”
means a person:

(A Wo is primarily engaged in the business of providing
i nvest ment managenent services; and

(B) Who has gross incone that is at |east ten percent derived from
provi di ng i nvest nent nmanagenent services to:

(I') Persons or collective investnent funds residing outside the
United States; or

(I'l) Collective investnment funds with at | east ten percent of their
i nvestnments | ocated outside the United States.

(ii) The definitions in RCW 82.04.293 apply to this subsection
(4)(a).

(b)(i) "Standard financial information” neans financial data,
facts, or information, or financial informati on services, not
generated, conpiled, or developed only for a single custoner. Standard
financial information includes, but is not limted to, financial market
data, bond ratings, credit ratings, and deposit, |oan, or nortgage
reports.
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(i1) For purposes of this subsection (4)(b), "financial market
data" mneans market pricing information, such as for securities,
coommodities, and derivatives; corporate actions for publicly and
privately traded conpanies, such as dividend schedules and
reorgani zations; corporate attributes, such as domcile, currencies
used, and exchanges where shares are traded; and currency information.

(5) This section expires July 1, 2021.

NEW SECTION.  Sec. 703. A new section is added to chapter 82.12
RCWto read as foll ows:

(1) The tax inposed by RCW 82.12. 020 does not apply to the use of
standard financial information by qualifying international investnent
managenent conpani es. The exenption provided in this section applies
regardl ess of whether the standard financial information is in a
tangi ble format or resides on a tangi ble storage nediumor is a digital
product transferred electronically to the qualifying international
i nvest nent managenent conpany.

(2) The definitions, conditions, and requirenents in section 702 of
this act apply to this section.

(3) This section expires July 1, 2021.

PART VI I 1
Danci ng

NEW SECTION. Sec. 801. It is the intent of part VIII of this act
to provide a sales tax exenption for cover charges to patrons at
establishments that provide the opportunity to dance. The intent is to
provide tax relief to businesses who have been reporting the incone for
cover charges under the service and other classification, but not
intending to avoid their tax obligation of collecting retail sales tax
because of departnent and taxpayer confusion regarding the appropriate
tax treatnment of this income. To ensure proper tax reporting in the
future by businesses who provide the opportunity to dance, the
| egislature intends to review the tax preference and its actual fiscal
i npact on state revenues to determne if the fiscal inpact to state
revenues reasonably conforns with the fiscal estimate in the fisca
note for this |egislation.
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Sec. 802. RCW82.04.050 and 2011 ¢ 174 s 202 are each anended to
read as foll ows:

(1)(a) "Sale at retail" or "retail sale" neans every sale of
t angi bl e personal property (including articles produced, fabricated, or
inprinted) to all persons irrespective of the nature of their business
and i ncluding, anong others, without limting the scope hereof, persons
who install, repair, clean, alter, inprove, construct, or decorate rea
or personal property of or for consunmers other than a sale to a person
who:

(1) Purchases for the purpose of resale as tangible personal
property in the regular course of business wthout intervening use by
such person, but a purchase for the purpose of resale by a regiona
transit authority under RCW81.112.300 is not a sale for resale; or

(i) Installs, repairs, <cleans, alters, inprints, inproves,
constructs, or decorates real or personal property of or for consuners,
i f such tangi ble personal property becones an ingredi ent or conponent
of such real or personal property wthout intervening use by such
person; or

(ii1) Purchases for the purpose of consum ng the property purchased
in producing for sale as a new article of tangi ble personal property or
subst ance, of which such property becones an ingredi ent or conponent or
is a chemcal used in processing, when the primary purpose of such
chemcal is to create a chem cal reaction directly through contact with
an ingredient of a newarticle being produced for sale; or

(iv) Purchases for the purpose of consum ng the property purchased
in producing ferrosilicon which is subsequently wused in producing
magnesi um for sale, if the primary purpose of such property is to
create a chem cal reaction directly through contact wth an ingredient
of ferrosilicon; or

(v) Purchases for the purpose of providing the property to
consuners as part of conpetitive tel ephone service, as defined in RCW
82. 04. 065; or

(vi) Purchases for the purpose of satisfying the person's
obl i gati ons under an extended warranty as defined in subsection (7) of
this section, if such tangi bl e personal property replaces or becones an
i ngredi ent or conponent of property covered by the extended warranty
W t hout intervening use by such person.

ESSB 5882 p. 30



©O© 00 N O Ol WDN P

W W W W W W WwWwWwWwWMNDNDNDNDNDNMNDNMDNDNMNMNDNMDDNMNDMNMDNEPRPRPPRPPRPEPRPPRPEPRPERPPRPRE
0O N O A W NPEFP O OOWwuNO O P WNPEPEOOMOWwWNO OoPMwDNDE,.Oo

(b) The termincludes every sale of tangible personal property that
is used or consuned or to be used or consuned in the performance of any
activity defined as a "sale at retail” or "retail sale" even though
such property is resold or used as provided in (a)(i) through (vi) of
this subsection foll owi ng such use.

(c) The termal so neans every sal e of tangi bl e personal property to
persons engaged in any business that is taxable under RCW 82. 04. 280(1)
(a), (b), and (g), 82.04.290, and 82. 04. 2908.

(2) The term"sale at retail"™ or "retail sale" includes the sale of
or charge nade for tangi bl e personal property consuned and/ or for |abor
and services rendered in respect to the foll ow ng:

(a) The installing, repairing, cleaning, altering, inprinting, or
i nprovi ng of tangi ble personal property of or for consuners, including
charges made for the nere use of facilities in respect thereto, but
excl udi ng charges made for the use of self-service laundry facilities,
and al so excluding sales of |aundry service to nonprofit health care
facilities, and excluding services rendered in respect to |ive ani mal s,
birds and i nsects;

(b) The constructing, repairing, decorating, or inproving of new or
existing buildings or other structures under, upon, or above real
property of or for consuners, including the installing or attaching of
any article of tangi ble personal property therein or thereto, whether
or not such personal property becones a part of the realty by virtue of
installation, and al so includes the sale of services or charges nade
for the clearing of land and the noving of earth excepting the nere
| eveling of Iand used in commercial farmng or agriculture;

(c) The constructing, repairing, or inproving of any structure
upon, above, or under any real property owned by an owner who conveys
the property by title, possession, or any other neans to the person
perform ng such construction, repair, or inprovenment for the purpose of
perform ng such construction, repair, or inprovenent and the property
is then reconveyed by title, possession, or any other neans to the
ori gi nal owner;

(d) The cleaning, fumgating, razing, or noving of existing
buil dings or structures, but does not include the charge nmade for
janitorial services; and for purposes of this section the term
"janitorial services" neans those cleaning and caretaking services
ordinarily performed by commerci al janitor service businesses
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including, but not Iimted to, wall and w ndow washi ng, floor cleaning
and waxing, and the cleaning in place of rugs, drapes and uphol stery.
The term "janitorial services" does not include painting, papering,
repairing, furnace or septic tank cleaning, snow renoval or
sandbl asti ng;

(e) Automobile towing and simlar autonotive transportation
services, but not in respect to those required to report and pay taxes
under chapter 82.16 RCW

(f) The furnishing of |odging and all other services by a hotel,
room ng house, tourist court, notel, trailer canp, and the granting of
any simlar license to use real property, as distinguished fromthe
renting or leasing of real property, and it is presuned that the
occupancy of real property for a continuous period of one nonth or nore
constitutes a rental or |ease of real property and not a nere |license
to use or enjoy the sane. For the purposes of this subsection, it is
presuned that the sale of and charge made for the furnishing of |odging
for a continuous period of one nonth or nore to a personis arental or
| ease of real property and not a nere license to enjoy the sang;

(g) The installing, repairing, altering, or inproving of digita
goods for consuners;

(h) Persons taxable under (a), (b), (c), (d), (e), (f), and (g) of
this subsection when such sales or charges are for property, |abor and
services which are used or consuned in whole or in part by such persons
in the performance of any activity defined as a "sale at retail" or
"retail sale" even though such property, |abor and services may be
resold after such use or consunption. Not hing contained in this
subsection may be construed to nodify subsection (1) of this section
and nothing contained in subsection (1) of this section my be
construed to nodify this subsection.

(3) The term"sale at retail"” or "retail sale" includes the sale of
or charge made for personal, business, or professional services
i ncl udi ng anounts designated as interest, rents, fees, adm ssion, and
ot her service enolunents however designated, received by persons
engaging in the foll owm ng business activities:

(a) (i) Anmusenent and recreation services including but not limted
to golf, pool, billiards, skating, bowing, ski lifts and tows, day
trips for sightseeing purposes, and others, when provided to consuners._
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(ii) Until July 1, 2017, anusenent and recreation services do not
include the opportunity to dance_ provided by an_establishnment in
exchange for a cover charqge.

(iii) For purposes of this subsection (3)(a):

(A) "Cover charge" neans_a_ charge, regardless of its label, to
enter an_establishnent or added_to_the_ purchaser's_ bill by an
establishment or otherwise collected after entrance_ to_ the
establishnment, and the purchaser is provided the opportunity to dance
in _exchange for paynent of the charge.

(B) "Opportunity to dance" neans that an establishnment provides a
desi gnat ed physical space, on either _a tenporary or _pernmanent basis,
where custoners_are_allowed to_dance_and_the_ establishnent either
advertises or otherw se nmakes custoners aware_that it has an area for
danci ng;

(b) Abstract, title insurance, and escrow servi ces;

(c) Credit bureau services;

(d) Autonobile parking and storage garage servi ces;

(e) Landscape nmi ntenance and horticul tural services but excluding
(1) horticultural services provided to farnmers and (ii) pruning,
trimmng, repairing, renoving, and clearing of trees and brush near
electric transm ssion or distribution |lines or equipnent, if perforned
by or at the direction of an electric utility;

(f) Service charges associated with tickets to professional
sporting events; and

(g) The follow ng personal services: Physical fitness services,
tanni ng salon services, tattoo parlor services, steam bath services,
turkish bath services, escort services, and dating services.

(4)(a) The term also includes the renting or |easing of tangible
personal property to consuners.

(b) The term does not include the renting or |easing of tangible
personal property where the lease or rental is for the purpose of
subl ease or subrent.

(5) The term al so includes the providing of "conpetitive tel ephone
service," "telecommunications service," or "ancillary services," as
those terns are defined in RCW82. 04. 065, to consuners.

(6)(a) The term also includes the sale of prewitten conputer
software to a consuner, regardless of the nethod of delivery to the end
user. For purposes of this subsection (6)(a), the sale of prewitten
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conputer software includes the sale of or charge nade for a key or an
enabling or activation code, where the key or code is required to
activate prewitten conputer software and put the software into use.
There is no separate sale of the key or code from the prewitten
conput er software, regardl ess of how the sale nmay be characterized by
t he vendor or by the purchaser.

The term"retail sale" does not include the sale of or charge nade
for:

(1) Customsoftware; or

(11) The custom zation of prewitten conputer software.

(b)(i) The termal so includes the charge nade to consuners for the
right to access and use prewitten conputer software, where possession
of the software is maintained by the seller or a third party,
regardl ess of whether the charge for the service is on a per use, per
user, per |license, subscription, or sonme other basis.

(ii1)(A The service described in (b)(i) of this subsection (6)
includes the right to access and use prewitten conputer software to
per form dat a processi ng.

(B) For purposes of this subsection (6)(b)(ii), "data processing"
means the systenmatic performance of operations on data to extract the
required information in an appropriate formor to convert the data to
usable information. Data processing includes check processing, inmage
processing, form processing, survey processing, payroll processing,
claimprocessing, and simlar activities.

(7) The term also includes the sale of or charge made for an
extended warranty to a consuner. For purposes of this subsection,
"extended warranty” neans an agreenent for a specified duration to
performthe replacenent or repair of tangi ble personal property at no
addi ti onal charge or a reduced charge for tangi ble personal property,
| abor, or both, or to provide indemification for the replacenent or
repair of tangible personal property, based on the occurrence of
specified events. The term "extended warranty" does not include an
agreenent, otherwise neeting the definition of extended warranty in
this subsection, if no separate charge is made for the agreenent and
the value of the agreenent is included in the sales price of the
t angi bl e personal property covered by the agreenment. For purposes of
this subsection, "sales price" has the sane neaning as in RCW
82.08. 010.
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(8)(a) The termalso includes the follow ng sales to consuners of
digital goods, digital codes, and digital automated services:

(i) Sales in which the seller has granted the purchaser the right
of permanent use;

(1i1) Sales in which the seller has granted the purchaser a right of
use that is | ess than pernanent;

(ti1) Sales in which the purchaser is not obligated to nake
conti nued paynent as a condition of the sale; and

(iv) Sales in which the purchaser is obligated to make conti nued
paynment as a condition of the sale.

(b) A retail sale of digital goods, digital codes, or digital
automated services under this subsection (8) includes any services
provided by the seller exclusively in connection wth the digital
goods, digital codes, or digital automated services, whether or not a
separate charge is nmade for such services.

(c) For purposes of this subsection, "permanent"” neans perpetual or
for an indefinite or unspecified length of tine. A right of permnent
use is presuned to have been granted unless the agreenent between the
sell er and the purchaser specifies or the circunstances surrounding t he
transacti on suggest or indicate that the right to use term nates on the
occurrence of a condition subsequent.

(9) The termal so includes the charge made for providing tangible
personal property along with an operator for a fixed or indeterm nate
period of tine. A consideration of this is that the operator is
necessary for the tangible personal property to perform as designed.
For the purpose of this subsection (9), an operator nmust do nore than
mai ntai n, inspect, or set up the tangi bl e personal property.

(10) The term does not include the sale of or charge nmade for | abor
and services rendered in respect to the building, repairing, or
i nproving of any street, place, road, highway, easenent, right-of-way,
mass public transportation termnal or parking facility, bridge,
tunnel, or trestle which is owned by a nunicipal corporation or
political subdivision of the state or by the United States and which is
used or to be used primarily for foot or vehicular traffic including
mass transportation vehicles of any ki nd.

(11) The term al so does not include sales of chem cal sprays or
washes to persons for the purpose of postharvest treatnment of fruit for
the prevention of scald, fungus, nold, or decay, nor does it include
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sales of feed, seed, seedlings, fertilizer, agents for enhanced
pollination including insects such as bees, and spray materials to:
(a) Persons who participate in the federal conservation reserve
program the environnmental quality incentives program the wetlands
reserve program and the wildlife habitat incentives program or their
successors admnistered by the United States departnent of agriculture;
(b) farmers for the purpose of producing for sale any agricultural
product; and (c) farmers acting under cooperative habitat devel opnent
or access contracts with an organi zati on exenpt fromfederal incone tax
under 26 U.S.C. Sec. 501(c)(3) of the federal internal revenue code or
the Washington state department of fish and wildlife to produce or
inprove wldlife habitat on |land that the farnmer owns or | eases.

(12) The term does not include the sale of or charge nmade for | abor
and services rendered in respect to the constructing, repairing,
decorating, or inproving of new or existing buildings or other
structures under, upon, or above real property of or for the United
States, any instrunentality thereof, or a county or city housing
authority created pursuant to chapter 35.82 RCW including the
installing, or attaching of any article of tangible personal property
therein or thereto, whether or not such personal property becones a
part of the realty by virtue of installation. Nor does the term
i nclude the sale of services or charges nmade for the clearing of |and
and the noving of earth of or for the United States, any
instrunmentality thereof, or a county or city housing authority. Nor
does the terminclude the sal e of services or charges nade for cleaning
up for the United States, or its instrunentalities, radioactive waste
and ot her by-products of weapons production and nucl ear research and
devel opnent .

(13) The term does not include the sale of or charge nade for
| abor, services, or tangi ble personal property pursuant to agreenents
provi di ng mai ntenance services for bus, rail, or rail fixed guideway
equi pnment when a regional transit authority is the recipient of the
| abor, services, or tangi ble personal property, and a transit agency,
as defined in RCW81.104. 015, perfornms the | abor or services.

(14) The term does not include the sale for resale of any service
described in this section if the sale would otherwi se constitute a
"sale at retail"” and "retail sale" under this section.

ESSB 5882 p. 36



© 00 N O Ol bW

10
11
12
13
14
15
16
17

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

PART | X
Sol ar Ext ensi on

NEW SECTI ON. Sec. 901. (1) The legislature finds that to attract
and maintain clean energy technology manufacturing businesses, a
conpetitive business climate is crucial. The legislature further finds
that specific tax preferences can facilitate a positive business
climate in Washington. The legislature further finds that businesses
in the solar silicon industry have had to reduce enploynent due to
gl obal conditions. Therefore, the legislature intends to extend a
preferential business and occupation tax rate to manufacturers and
whol esal ers of specific solar energy material and parts to nmaintain and
grow jobs in the solar silicon industry.

(2) The joint legislative audit and review conmttee, as part of
its tax preference review process, nust assess the actual fiscal inpact
of this tax preference in relation to the fiscal estimate for the tax
preference and assess changes in enploynent for firns claimng the
preferential tax rate.

Sec. 902. RCW82.04.294 and 2011 ¢ 179 s 1 are each anended to
read as foll ows:

(1) Upon every person engaging wwthin this state in the business of
manuf acturing solar energy systens wusing photovoltaic nodules or
stirling converters, or of manufacturing solar grade silicon, silicon
solar wafers, silicon solar cells, thin filmsolar devices, or conpound
sem conductor solar wafers to be used exclusively in conponents of such
systens; as to such persons the anpbunt of tax with respect to such
business is, in the case of manufacturers, equal to the value of the
product manufactured, or in the case of processors for hire, equal to
the gross inconme of the business, nultiplied by the rate of 0.275
percent .

(2) Upon every person engaging wwthin this state in the business of
maki ng sal es at whol esale of solar energy systens using photovoltaic
nodul es or stirling converters, or of solar grade silicon, silicon
solar wafers, silicon solar cells, thin filmsolar devices, or conpound
sem conductor solar wafers to be used exclusively in conponents of such
systens, manufactured by that person; as to such persons the anount of
tax with respect to such business is equal to the gross proceeds of
sales of the solar energy systens using photovoltaic nodules or
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stirling converters, or of the solar grade silicon to be used
exclusively in conponents of such systens, nultiplied by the rate of
0. 275 percent.

(3) Silicon solar wafers, silicon solar cells, thin film solar
devices, solar grade_silicon, or conpound sem conductor solar wafers
are "sem conductor materials" for the purposes of RCW 82.08.9651 and
82.12. 9651.

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

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

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

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

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

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

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

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

i nclude silicon used in sem conductors.

(h) "Stirling converter” means a device that produces electricity
by converting heat froma solar source utilizing a stirling engine.

(i) "Thin fil msol ar devices" neans a nonparticipating substrate on
whi ch various semconducting materials are deposited to produce a
photovoltaic cell that is used to generate electricity.

(5) A person reporting under the tax rate provided in this section
must file a conplete annual ((repert)) survey with the departnment under
RCW ((82—32-534)) 82.32.585.

(6) This section expires June 30, ((2634)) 2017.
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PART X
Hog Fue

NEW SECTION. Sec. 1001. It is the intent of the legislature to
retain and grow famly wage jobs in rural, economcally distressed
areas; to pronote healthy forests; and to utilize WAashi ngton's abundant
natural resources to pronote diversified renewable energy use in the
state.

Sec. 1002. RCW 82.08.956 and 2009 c 469 s 301 are each anended to
read as foll ows:

(1) The tax | evied by RCW 82.08. 020 does not apply to sal es of hog
fuel used to produce electricity, steam heat, or biofuel. Thi s
exenption is available only if the buyer provides the seller with an
exenption certificate in a form and nmanner prescribed by the
departnment. The seller nmust retain a copy of the certificate for the
seller's files.

(2) For the purposes of this section the following definitions

appl y:
(a) "Hog fuel" neans wood waste and ot her wood residual s including
forest derived bionmass. "Hog fuel" does not include firewod or wood

pellets; and

(b) "Biofuel"™ has the sanme neani ng as provided i n RCW 43. 325. 010.

(3) If a taxpayer who clained an_exenption_ under this_section
closes a facility in_Washington for_ which enploynent positions were
reported under section 1004 of this act, resulting in a loss of jobs
located within the state, the departnent nust declare the anount of the
tax exenption clained under this section for the previous two cal endar
years to be imediately due.

(4) This section expires June 30, ((2643)) 2024.

Sec. 1003. RCW82.12.956 and 2009 c 469 s 302 are each anended to
read as foll ows:

(1) The provisions of this chapter do not apply with respect to the
use of hog fuel for production of electricity, steam heat, or biofuel.

(2) For the purposes of this section:

(a) "Hog fuel" has the sane neaning as provided in RCW 82. 08. 956;
and

(b) "Biofuel"™ has the sanme neani ng as provided i n RCW 43. 325. 010.
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(3) This section expires June 30, ((2643)) 2024.

NEW SECTI ON. Sec. 1004. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) Every taxpayer claimng an exenption under RCW 82.08.956 or
82.12.956 nust file with the departnent a conplete annual survey as
requi red under RCW 82.32.585, except that the taxpayer nust file a
separate survey for each facility owned or operated in the state of
Washi ngt on.

(2) This section expires June 30, 2024.

NEW SECTI ON.  Sec. 1005. A new section is added to chapter 43.136
RCWto read as foll ows:

(1) The intent of the tax exenption provided in RCW 82.08.956 and
82.12.956 is to pronpte the retention of relatively high wage jobs in
the counties where facilities who purchase and use hog fuel are
| ocated. Specifically, in a time when there is increasing pressure to
close industrial facilities like mlls and relocate this economc
activity out of state or overseas, rural areas of the state are at risk
of losing critical jobs that directly, or indirectly, support entire
comunities. The legislature, in enacting the hog fuel tax exenption,
hopes to retain seventy five percent of the jobs at each facility in
the state at which the exenption is clained, between now and June 30,
2024.

(2) The joint legislative audit and review commttee nust review
the performance through July 1, 2018, of the tax preferences
established in RCW82. 08. 956 and 82. 12. 956, and prepare a report to the
| egi slature by October 31, 2019.

(3) The departnent of revenue nust provide the commttee wth
annual survey information and any other tax data necessary to conduct
the review required in subsection (2) of this section. The enpl oynent
security departnent and other agencies, as requested, nust cooperate
with the commttee by providing information about the average wage of
enpl oynent in the county where each facility owned or operated by a
conpany claimng the exenption is located. The report is not limted
to, but nust include, the follow ng information:

(a) ldentification of the baseline nunber of jobs existing as of
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January 1, 2013, in facilities where the preference has been clained,
as well as related wage and benefit information;

(b) Identification of how the nunber of jobs at these facilities
has changed during the duration of the credit;

(c) Analysis of how the wages provided to enployees at affected
facilities conpare to the average wages in the county in which the
facility is | ocated;

(d) Analysis of how the benefits, including nedical and other
health care benefits, provided to enployees at affected facilities
conpare to the average wages in the county in which the facility is
| ocat ed; and

(e) Whether and to what extent the goal has been achieved, of
retaining seventy-five percent of enploynent at the facilities at which
t he exenption has been cl ai ned.

(4) This section expires June 30, 2024.

PART XI
Large Airpl anes

NEW SECTION. Sec. 1101. (1) The legislature intends to pronote
t he econom c devel opnent of our state's aerospace cluster and increase
the tax revenues coll ected by the state through pronoting a conpetitive
mar ket pl ace for storing and nodifying unfurnished, noncommerci al
aircraft. The legislature finds that Washington is currently | osing
t hese types of jobs to other states, resulting in the | oss of high-wage
j obs and new tax revenue. Further, the legislature finds that the
current tax statutes are an inpedinent to encouragi ng the devel opnment
of aerospace clusters in our state. Therefore, the |egislature intends
to nodify our state's tax policy to encourage aerospace cluster
devel opment within the state and i ncrease tax revenues.

(2) The joint legislative audit and review conmttee, as part of
its tax preference review process, nust estimate the net inpact on
state tax revenues by conparing the decrease in state revenues
resulting from the changes made in part Xl of this act to the
additional tax revenues generated from the direct, indirect, and
i nduced econom c inpacts fromthose changes. The commttee nust al so,
to the extent practicable, estimate job growh in the aerospace cl uster
resulting fromthe changes made in part Xl of this act. The conmttee
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must conduct its tax preference review of part Xl of this act during
cal endar year 2016 and report its findings and recomrendations to the
| egi sl ature by January 1, 2017.

Sec. 1102. RCW47.68.250 and 2003 ¢ 375 s 4 are each anended to
read as foll ows:

(1) Every aircraft ((shatkh)) nust be registered with the departnent
for each cal endar year in which the aircraft is operated or is based
wthin this state. A fee of fifteen dollars ((shal—be)) is charged
for each such registration and each annual renewal thereof.

(2) Possession of the appropriate effective federal certificate,
permt, rating, or license relating to ownership and airworthiness of
the aircraft, and paynent of the excise tax inposed by Title 82 RCWfor
the privilege of using the aircraft wthin this state during the year
for which the registration is sought, and paynent of the registration
fee required by this section ((shal—be)) are the only requisites for
registration of an aircraft under this section.

(3) The registration fee inposed by this section ((shal—be)) is
payable to and collected by the secretary. The fee for any cal endar
year nust be paid during the nonth of January, and ((shalh)) nust be
collected by the secretary at the tinme of the collection by himor her
of the ((satd)) excise tax. If the secretary is satisfied that the
requi rements for registration of the aircraft have been net, he or she
((shalt—thereupon)) nust issue to the owner of the aircraft a
certificate of registration therefor. The secretary ((shalt)) nust pay
to the state treasurer the registration fees collected under this
section, which registration fees ((shalt)) nust be credited to the
aeronautics account in the transportation fund.

4) It ((shatkt)) is not ((be)) necessary for the registrant to
provide the secretary with originals or copies of federal certificates,
permts, ratings, or |licenses. The secretary ((shalb)) nust issue
certificates of registration, or such other evidences of registration
or paynent of fees as he or she may deem proper; and in connection
therewith may prescribe requirenents for the possession and exhibition
of such certificates or other evidences.

(5) The provisions of this section ((shak)) do not apply to:

((H)) (a) An aircraft owned by and used exclusively in the
service of any governnent or any political subdivision thereof,
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i ncludi ng the governnent of the United States, any state, territory, or
possession of the United States, or the District of Colunbia, whichis
not engaged in carrying persons or property for comrercial purposes;

((2)) (b) An aircraft registered under the laws of a foreign
country;

((63))) (c) An aircraft ((whieh)) that is owed by a nonresident
( { and—regtstered—tn—another—state—PROWBED-—That — - —sard—atreralt+
shaH—rematn—in—andlor—be—based+n—this-—statetor—a pertodof—ninety
days—or—tonger—+—shal-—not—bhe—exenpt—under4+his—seetioen) ) 11

(i) The aircraft renmmins in this state or is based in this state,
or both, for a period less than ninety days; or

(ii) The aircraft is alarge private airplane as defined in section
1103 of this act and remains in this state for a period of ninety days
or longer, but only when:

(A) The airplane is in this state exclusively for the purpose of
repairs, alterations, or _reconstruction, including any flight testing
related to the repairs, alterations, or_reconstruction, or_ for_ the
pur pose of continual storage of not |less than one full cal endar year;

(B) An_enployee of the facility providing these_ services is on
board the airplane during any flight testing:; and

(C) Wthin ninety days of the date the airplane first arrived in
this state during the calendar _year, the nonresident files a witten
statenent with the departnent indicating that the airplane is exenpt
from registration_ under this subsection_ (5)(c)(ii). The witten
statenent _nust be_ filed_in_a form and_ nanner prescribed by the
departnment and_ nust include such_ information as_ the departnent
requires. The departnent may require additional periodic verification
that the airplane remains exenpt from_ reqgistration_ under this
subsection_(5)(c)(ii)_ and that witten statenments conform with_the
provi sions of RCW9A. 72.085;

((4r)) (d) An aircraft engaged principally in comercial flying
constituting an act of interstate or foreign conmerce;

((65))) (e) An aircraft owned by the commercial manufacturer
thereof while being operated for test or experinental purposes, or for
t he purpose of training crews for purchasers of the aircraft;

((68y)) (f) An aircraft being held for sale, exchange, delivery,
test, or denonstration purposes solely as stock in trade of an aircraft
deal er licensed under Title 14 RCW and
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((6)) (g An aircraft based wthin the state that is in an
unai rworthy condition, is not operated wwthin the registration period,
and has obtained a witten exenption issued by the secretary.

(6) The secretary ((shatt)) nust be notified within thirty days of
any change in ownership of a registered aircraft. The notification
((shalt)) nust contain the N, NC, NR, NL, or NX nunber of the aircraft,
the full nanme and address of the former owner, and the full nanme and
address of the newowner. For failure to so notify the secretary, the
registration of that aircraft may be cancel ed by the secretary, subject
to reinstatenment upon application and paynent of a reinstatenent fee of
ten dollars by the new owner

(7) A municipality or port district that owns, operates, or |eases
an airport, as defined in RCW 47.68.020, with the intent to operate,
((shalt)) nust require from an aircraft owner proof of aircraft
registration as a condition of l|easing or selling tiedown or hanger
space for an aircraft. It is the responsibility of the |essee or
purchaser to register the aircraft. The airport ((shaH-)) nust work
wth the aviation division to assist in its efforts to register
aircraft by providing information about based aircraft on an annua
basi s as requested by the division.

NEW SECTI ON.  Sec. 1103. A new section is added to chapter 82.08
RCWto read as foll ows:

(1)(a) The tax levied by RCW82. 08. 020 does not apply to:

(1) Sales of large private airplanes to nonresidents of this state;
and

(i1) Sales of or charges made for |abor and services rendered in
respect to repairing, cleaning, altering, or inproving |large private
ai rpl anes owned by nonresidents of this state.

(b) The exenption provided by this section applies only when the
large private airplane is not required to be registered with the
departnent of transportation, or its successor, under chapter 47.68
RCW The airplane owner or |essee claimng an exenption under this
section nust provide the departnent, upon request, a copy of the
witten statenment required under RCW 47.68.250(5)(c)(ii) docunenting
the airplane's registration exenption and any additional information
the departnent may require.
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(2) Sellers making tax-exenpt sales under this section nust obtain
an exenption certificate fromthe buyer in a formand nmanner prescribed

by the departnment. The seller nust retain a copy of the exenption
certificate for the seller's files. In lieu of an exenption
certificate, a seller may capture the rel evant data el enents as al | owed
under the stream ined sales and use tax agreenent. For sellers who

electronically file their taxes, the departnent nust provide a separate
tax reporting line for exenption amounts claimed under this section.

(3) Upon request, the departnent of transportation nust provide to
the departnent of revenue information needed by the departnent of
revenue to verify eligibility under this section.

(4) For purposes of this section "large private airplane" neans an
airplane not used in interstate comerce, not owned or |eased by a
governnent entity, weighing nore than forty-one thousand pounds, and
assigned a category A B, C, or D test flow nanagenent system aircraft
weight class by the federal aviation admnistration's office of
avi ation policy and pl ans.

NEW SECTI ON.  Sec. 1104. A new section is added to chapter 82.12
RCWto read as foll ows:
(1)(a) The tax levied by RCW 82.12. 020 does not apply to the use

of :

(i) Large private airplanes owed by nonresidents of this state;
and

(i1) Labor and services rendered in respect to repairing, cleaning,
altering, or inproving | arge private airplanes owed by nonresidents of
this state.

(b) The exenption provided by this section applies only when the
|arge private airplane is not required to be registered with the
departnent of transportation, or its successor, under chapter 47.68
RCW The airplane owner or |essee claimng an exenption under this
section nust provide the departnent, upon request, a copy of the
witten statenment required under RCW 47.68.250(5)(c)(ii) docunenting
the airplane's registration exenption and any additional information
t he departnent may require.

(2) Upon request, the departnment of transportation nust provide to
the departnent of revenue information needed by the departnent of
revenue to verify eligibility under this section.
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(3) For purposes of this section, the conditions, limtation, and
definitions in section 1103 of this act apply to this section.

Sec. 1105. RCW 82.48.100 and 2010 1st sp.s. ¢ 12 s 2 are each
anmended to read as foll ows:

Thi s chapter does not apply to:

(1) Aircraft owned by and used exclusively in the service of any
government or any political subdivision thereof, including the
governnent of the United States, any state, territory, or possession of
the United States, or the District of Colunbia, which are not engaged
in carrying persons or property for comrercial purposes;

(2) Aircraft registered under the | aws of a foreign country;

(3) Arcraft ((whteh)) that are owned by a nonresident and
regi stered i n anot her state((—Hewever—+—any—suech—aireraft—reratns
. " oy L hi : od_of_ni I |
H—s—not—exerpt—under—this—seetion)), if the aircraft remains in this
state or is based in this state, or both, for a period less than ninety
days;

(4)(a) Aircraft engaged principally in comrercial flying ((wh€eh))
that constitutes interstate or foreign commerce, except as provided in
(b) of this subsection.

(b) The exenption provided by (a) of this subsection does not apply
to aircraft engaged principally in comercial flying that constitutes
interstate or foreign commerce when such aircraft will bein this state
exclusively for the purpose of continual storage of not |less than one
full calendar year; ((and))

(5) Arcraft owned by the manufacturer thereof while being operated
for test or experinmental purposes, or for the purpose of training crews
for purchasers of the aircraft;

((65))) (B6) Aircraft being held for sale, exchange, delivery, test,
or denonstration purposes solely as stock in trade of an aircraft
deal er licensed under Title 14 RCW

((68)y)) (7) Aircraft owmed by a nonresident of this state if the
aircraft is kept at an airport in this state and that airport is
jointly owned or operated by a nunicipal corporation or other
governnental entity of this state and a nunicipal corporation or other
governnental entity of another state, and the owner or operator of the
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aircraft provides the departnment with proof that the owner or operator
has paid all taxes, license fees, and registration fees required by the
state in which the owner or operator resides; and

((H)) (8) Aircraft that are: (a) Omed by a nonprofit
organi zation that is exenpt from federal incone taxation under 26
U S C Sec. 501(c)(3) of the federal internal revenue code; and (b)
excl usively used to provi de energency nedi cal transportati on servi ces.

PART XI |
Bl ood Banks

NEW SECTI ON. Sec. 1201. Part Xl of this act is intended to all ow
flexibility for nonprofit organizations where qualifying activities
will be provided by nore than one organization. It is not the
legislature's intent to expand the lines of nontaxable activity.
Therefore, the legislature further intends to reassess the changes nmade
in part XIl of this act to ensure the actual fiscal inpact reasonably
conforns with the fiscal estimate provided in the fiscal note for the
| egi sl ation.

Sec. 1202. RCW82.04.324 and 2004 ¢ 82 s 1 are each anended to
read as foll ows:

(1) Except as otherw se provided in subsection (3) of this section,
this chapter does not apply to amounts received by a qualifying blood
bank, a qualifying tissue bank, or a qualifying blood and tissue bank
to the extent the anmounts are exenpt fromfederal incone tax.

(2) For the purposes of this section:

(a) "Qualifying blood bank" neans ((a—bleed—bank—that—gualiites
as)) an exenpt organi zation under 26 U S. C. 501(c)(3) as existing on
June 10, 2004, that is registered pursuant to 21 C F. R, part 607 as
exi sting on June 10, 2004, and whose prinmary business purpose is the
collection, preparation, ((and—proecessing—ef—bleed)) testing_ or
processing of blood, on behalf of itself or other qualifying bl ood bank
or qualifying blood and tissue bank. "Qualifying bl ood bank" does not
i ncl ude a conprehensi ve cancer center that is recognized as such by the
nati onal cancer institute.

(b) "Qualifying tissue bank" neans a tissue bank that qualifies as
an exenpt organi zation under 26 U.S.C. 501(c)(3) as existing on June
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10, 2004, is registered pursuant to 21 CF. R, part 1271 as existing on
June 10, 2004, and whose primary business purpose is the recovery,
processi ng, storage, |abeling, packaging, or distribution of hunan bone
tissue, ligament tissue and simlar nuscul oskeletal tissues, skin
ti ssue, heart valve tissue, or human eye tissue. "Qualifying tissue
bank" does not include a conprehensive cancer center that is recognized
as such by the national cancer institute.

(c) "Qualifying blood and tissue bank" ((+s—a—bank—that—qualifies
as)) neans an exenpt organi zation under 26 U.S.C. 501(c)(3) as existing
on June 10, 2004, that is registered pursuant to 21 CF. R, part 607
and part 1271 as existing on June 10, 2004, and whose primary busi ness
purpose is the collection, preparation, ((and—precessihng—oft—bloed))
testing, or processing_of blood, on_behalf of itself or _other
gualifying blood bank_ or_ qualifying blood and tissue_ bank, and the
recovery, processing, storage, |abeling, packaging, or distribution of
human bone tissue, ligament tissue and sim |l ar nuscul oskel etal tissues,
skin tissue, and heart valve tissue. "Qualifying blood and tissue
bank" does not include a conprehensive cancer center that is recognized
as such by the national cancer institute.

(3) A person clainmng the exenption under this section nust report
anpunts exenpt under this section to the departnent. Except for
persons whose primary business purpose is the collection, preparation,

and processing of blood, a person may not clai man exenption under this
section for nore than one hundred fifty thousand dollars in tax per
cal endar vear.

PART Xl ||
M nt G owers

NEW SECTI ON.  Sec. 1301. The legislature finds that m nt growers
utilize fuel to generate heat to extract oil from harvested m nt and
t hereby produce a sal eable agricultural product. Diesel fuel is often
used as the fuel source that generates heat to distill mnt. This on-
farm diesel fuel is currently exenpt from sales and use tax. The
| egi sl ature further finds that propane and natural gas are alternative

sources of cleaner burning fuel. Atransition by mnt growers to these
alternative fuel sources, though costly, provides air quality benefits
as conpared to the use of diesel. It is the intent of the legislature
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to provide an incentive to mnt growers to nake the transition to
cl eaner fuels by extending the sales and use tax exenptions to propane
and natural gas used by farnmers who produce mnt oil.

NEW SECTI ON.  Sec. 1302. A new section is added to chapter 82.08
RCWto read as foll ows:

(1) The tax levied by RCW 82.08.020 does not apply to sales to
farmers of propane or natural gas used exclusively to distill mnt on
a farm

(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. For sellers who electronically file their taxes,
the departnent nust provide a separate line for exenption anounts
cl ai med under this section.

(3) For the purposes of this section, "farnmer" has the sane neaning
as provided in RCW 82. 04. 213.

(4) This section expires July 1, 2017.

NEW SECTI ON.  Sec. 1303. A new section is added to chapter 82.12
RCWto read as foll ows:

(1) The provisions of this chapter do not apply with respect to the
use of propane or natural gas by a farnmer to exclusively distill mnt
on a farm

(2) For the purposes of this section, "farnmer" has the sane neaning
as provided in RCW 82. 04. 213.

(3) This section expires July 1, 2017.

PART XIV
Nonprofit Fund-raising Activities

NEW SECTI ON. Sec. 1401. It is the intent of part XIV of this act
to provide use tax relief for individuals who support charitable
activities by purchasing or wnning articles of personal property from
a nonprofit organization or |library when the personal property is sales
tax exenpt. It is also the intent of the legislation to provide this
tax preference in a fiscally responsible manner by capping the
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exenption for articles of personal property that are valued at ten
t housand dol l ars or | ess.

NEW SECTI ON.  Sec. 1402. A new section is added to chapter 82.12
RCWto read as foll ows:

(1) The provisions of this chapter do not apply in respect to the
use of any article of personal property, valued at |ess than ten
t housand dollars, purchased or received as a prize in a contest of
chance, as defined in RCW 82.04.285, froma nonprofit organization or
a library, if the gross incone the nonprofit organization or library
receives fromthe sale is exenpt under RCWS82. 04. 3651.

(2) This section expires July 1, 2017.

PART XV
Renewabl e Ener gy Extension

NEW SECTION. Sec. 1501. It is the intent of the legislature to
hel p pronote energy independence in the state of Wshington and to
better position Washington to attract a vi brant clean energy technol ogy
manuf acturing sector to the state. The purpose of the tax preference
created in part XV of this act is to incentivize electricity generation
fromrenewabl e energy sources, reducing the costs of transitioning to
t hese sources and technol ogi es by exenpting machi nery, equi pnent, and
| abor and service charges associated with such electricity generation
fromthe retail sales and use tax. This tax preference nmakes the nost
of the I ocal renewabl e resources, protects us fromthe price volatility
of certain fossil fuel sources, and helps the state achieve its
greenhouse gas enmi ssions targets. In addition, pronoting manufacture
and installation of facilities capable of generating power from
renewabl e sources can create econom c benefits in both rural and urban
counties, creating high-quality jobs and devel opi ng a skill ed workforce
in an industry sector in which significant job growh is anticipated
over the com ng decades.

Sec. 1502. RCW 82.08.962 and 2009 c 469 s 101 are each anended to
read as follows:

(1)(a) Except as provided in RCW 82.08.963, purchasers who have
paid the tax inposed by RCW 82.08. 020 on machi nery and equi pnment used
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directly in generating electricity using fuel cells, wnd, sun, bionmass
energy, tidal or wave energy, geothermal resources, anaerobic
di gestion, technol ogy that converts otherw se | ost energy fromexhaust,
or landfill gas as the principal source of power, or to sales of or
charges nmade for | abor and services rendered in respect to installing
such machi nery and equi pnent, are eligible for an exenption as provided
in this section, but only if the purchaser develops wth such
machi nery, equipnment, and |abor a facility capable of generating not
| ess than one thousand watts of electricity.

(b) Beginning on July 1, 2009, through June 30, 2011, the tax
| evied by RCW 82.08. 020 does not apply to the sale of machinery and
equi pnent described in (a) of this subsection that are used directly in
generating electricity or to sales of or charges nmade for | abor and
services rendered in respect to installing such nmachinery and
equi pnent .

(c) Beginning on July 1, 2011, through ((3u#re—306—2613)) January 1,
2020, the anmobunt of the exenption under this subsection (1) is equal to
seventy-five percent of the state and local sales tax paid. The
purchaser is eligible for an exenption under this subsection (1)(c) in
the formof a remttance.

(2) For purposes of this section and RCW 82.12. 962, the follow ng
definitions apply:

(a) "Biomass energy" includes: (i) By-products of pul ping and wood
manuf acturing process; (ii) animal waste; (iii) solid organic fuels
from wood; (iv) forest or field residues; (v) wooden denolition or
construction debris; (vi) food waste; (vii) liquors derived fromal gae
and ot her sources; (viii) dedicated energy crops; (ix) biosolids; and
(x) yard waste. "Biomass energy" does not include wood pieces that
have been treated with chemcal preservatives such as creosote,
pent achl or ophenol, or copper-chrone-arsenic; wood from old growth
forests; or nmunicipal solid waste.

(b) "Fuel cell"” neans an el ectrochem cal reaction that generates
electricity by conbining atonms of hydrogen and oxygen in the presence
of a catalyst.

(c) "Landfill gas" neans biomass fuel, of the type qualified for
federal tax credits under Title 26 US. C. Sec. 29 of the federal
i nternal revenue code, collected froma "landfill" as defined under RCW
70. 95. 030.
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(d)(i) "Machinery and equipnent” neans fixtures, devices, and
support facilities that are integral and necessary to the generation of
el ectricity using fuel cells, wind, sun, biomss energy, tidal or wave
energy, geothermal resources, anaerobic digestion, technology that
converts otherw se | ost energy from exhaust, or landfill gas as the
princi pal source of power.

(1i) "Machinery and equi prent"” does not include: (A Hand-powered
tools; (B) property with a useful life of less than one year; (O
repair parts required to restore machinery and equipnent to nornal
wor ki ng order; (D) replacenent parts that do not increase productivity,
inprove efficiency, or extend the wuseful Ilife of nmachinery and
equi pnent; (E) buildings; or (F) building fixtures that are not
integral and necessary to the generation of electricity that are
permanently affixed to and becone a physical part of a buil ding.

(3)(a) Machinery and equipnent is "used directly" in generating
electricity by wind energy, solar energy, biomass energy, tidal or wave
energy, geothermal resources, anaerobic digestion, technology that
converts otherw se |ost energy from exhaust, or landfill gas power if
it provides any part of the process that captures the energy of the
w nd, sun, biomass energy, tidal or wave energy, geothernal resources,
anaer obi ¢ digestion, technology that converts otherw se |ost energy
from exhaust, or landfill gas, converts that energy to electricity, and
stores, transforms, or transmts that electricity for entry into or
operation in parallel wth electric transmssion and distribution
systens.

(b) Machinery and equipnment is "used directly" in generating
electricity by fuel cells if it provides any part of the process that
captures the energy of the fuel, converts that energy to electricity,
and stores, transfornms, or transmts that electricity for entry into or
operation in parallel with electric transmssion and distribution
systens.

(4)(a) A purchaser claimng an exenption in the form of a
remttance under subsection (1)(c) of this section nust pay the tax
i nposed by RCW 82.08.020 and all applicable |local sales taxes inposed
under the authority of chapters 82.14 and 81. 104 RCW The purchaser
may then apply to the departnent for remttance in a form and manner
prescribed by the departnent. A purchaser may not apply for a
remttance under this section nore frequently than once per quarter.
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The purchaser nust specify the anbunt of exenpted tax clainmed and the
qual i fyi ng purchases for which the exenption is clained. The purchaser

must retain, in adequate detail, records to enable the departnent to
determ ne whet her the purchaser is entitled to an exenption under this
section, including: I nvoi ces; proof of tax paid; and docunents

descri bing the machi nery and equi pnent.

(b) The departnment nust determne eligibility under this section
based on the informati on provided by the purchaser, which is subject to
audit wverification by the departnent. The department nust on a
guarterly basis remt exenpted amounts to qualifying purchasers who
subm tted applications during the previous quarter.

(5) This section expires ((Fuy—3—2613)) January 1, 2020.

NEW SECTI ON.  Sec. 1503. A new section is added to chapter 82.32
RCWto read as foll ows:

Every taxpayer claimng an exenption under RCW 82.08.962 or
82.12.962 nust file with the departnent a conplete annual survey as
requi red under RCW 82.32.585, except that the taxpayer nust file a
separate survey for each facility owned or operated in the state of
Washi ngt on devel oped wi th machi nery, equi pnent, services, or |abor for
whi ch the exenption under part XV of this act is clained.

NEW SECTI ON.  Sec. 1504. A new section is added to chapter 43.136
RCWto read as foll ows:

(1) The intent of the tax preference provided in RCW82. 08. 962 and
82.12.962 is to pronote electricity generation by facilities wth
generating capacity of not Iess than one thousand watts, using
renewabl e energy fuel sources in order to inprove energy security and
decrease greenhouse gas em ssions. Encouragi ng the devel opnent of nore
facilities that generate power fromrenewabl e energy has both i medi ate
and | ong-termvalue to the state.

(2) As part of the joint legislative audit and review conmttee's
2019 tax preference reviews conducted under this chapter, the joint
| egislative audit and review commttee nust assess the performance of
the tax preferences established in RCW 82.08.956 and 82.12.956 with
reference to the intent and perfornmance m | estones established inthis
section.
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(3) The departnent of revenue nust provide the joint |egislative
audit and review commttee with annual survey information and any ot her
tax data necessary to conduct the review required in subsection (2) of
this section. The Washington State University energy program
departnent of ecol ogy, and ot her agencies, as requested, nust cooperate
with the commttee by providing information to assist the commttee's
anal ysi s.

(4) The report is not limted to, but nust include, the follow ng
i nformati on:

(a) ldentification of the baseline nunber of facilities, prior to
July 1, 2009, with generating capacity of not |ess than one thousand
watts, using fuel cells, wnd, sun, bionass energy, tidal or wave
energy, geothermal resources, anaerobic digestion, technology that
converts otherw se |ost energy from exhaust, or landfill gas as the
princi pal source of power.

(b) The nunber of facilities devel oped each year by purchasers
claimng the preference for machinery, equipnent, |abor, or other
services, and the increase in the nunber of such facilities, as
conpared to the baseline established in (a) of this subsection.

(c) The total generating capacity in nmegawatts and total power
production in kilowatt-hours of the facilities reported in (b) of this
subsecti on.

(d) The estinmated greenhouse gas em ssions avoided as a result of
power generation from renewable energy sources by the facilities
reported in (b) of this subsection.

(e) The nunber of barrels of oil and tons of coal avoided as a
result of power generation from renewable energy sources by the
facilities reported in (b) of this subsection, as estimated fromthe
average fuel mx of electricity generated statew de.

(f) The nunber of enployees and wages and benefits reported by
t axpayers claimng the exenption at the facilities reported in (a) of
this subsection

(g) Subject to data availability, analysis of how the wages and
benefits reported in (e) of this subsection conpare with statew de
averages and averages in the county in which the facility is |ocated.

(5) This section expires January 1, 2020.
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Sec. 1505. RCW82.12.962 and 2009 c 469 s 102 are each anended to
read as foll ows:

(1)(a) Except as provided in RCW82.12.963, consuners who have paid
the tax inposed by RCW 82.12.020 on machinery and equipnent used
directly in generating electricity using fuel cells, wnd, sun, biomass
energy, tidal or wave energy, geothermal resources, anaerobic
di gestion, technol ogy that converts otherw se | ost energy fromexhaust,
or landfill gas as the principal source of power, or to sales of or
charges made for | abor and services rendered in respect to installing
such machi nery and equi pnent, are eligible for an exenption as provided
in this section, but only if the purchaser develops wth such
machi nery, equipnment, and |abor a facility capable of generating not
| ess than one thousand watts of electricity.

(b) Beginning on July 1, 2009, through June 30, 2011, the
provisions of this chapter do not apply in respect to the use of
machi nery and equi pnent described in (a) of this subsection that are
used directly in generating electricity or to sales of or charges nade
for | abor and services rendered in respect to installing such nmachinery
and equi prent .

(c) Beginning on July 1, 2011, through ((3u4re—306—2613)) January 1,
2020, the anmpbunt of the exenption under this subsection (1) is equal to
seventy-five percent of the state and |ocal sales tax paid. The
consunmer is eligible for an exenption under this subsection (1)(c) in
the formof a remttance.

(2)(a) A person claimng an exenption in the formof a remttance
under subsection (1)(c) of this section nust pay the tax i nposed by RCW
82.12.020 and all applicable local wuse taxes inposed under the
authority of chapters 82.14 and 81.104 RCW The consuner may then
apply to the departnent for remttance in a formand manner prescribed
by the departnent. A consuner nmay not apply for a remttance under
this section nore frequently than once per quarter. The consumer nust
speci fy the anbunt of exenpted tax clainmed and the qualifying purchases
or acquisitions for which the exenption is clainmd. The consumer nust

retain, in adequate detail, records to enable the departnent to
determ ne whether the consuner is entitled to an exenption under this
section, including: I nvoi ces; proof of tax paid; and docunents

descri bing the machi nery and equi pnent.
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(b) The departnment nust determne eligibility under this section
based on the information provided by the consunmer, which is subject to
audit wverification by the departnent. The department nust on a
gquarterly basis remt exenpted anobunts to qualifying consuners who
subm tted applications during the previous quarter.

(3) Purchases exenpt under RCW 82.08.962 are al so exenpt fromthe
tax i nposed under RCW 82. 12. 020.

(4) The definitions in RCW82.08.962 apply to this section.

(5) This section expires ((Junre—36—2043)) January 1, 2020.

PART XVI
Smal | Sol ar Ext ensi on

NEW SECTION. Sec. 1601. It is the intent of the legislature to
help pronote energy independence in the state of Wshington. The
purpose of the tax preference created in part XVI of this act is to
incentivize electricity generation from solar energy, reducing the
costs of transitioning to solar energy by exenpting machinery,
equi pnent, and | abor and service charges fromthe retail sal es and use
tax to increase affordability for Washington residents. It is also the
intent of the legislature to provide this tax preference in a fiscally
responsi bl e manner where the actual revenue inpact of the |egislation
substantially conforns wth the fiscal estimate provided in the
| egislation's fiscal note. Therefore, the legislature intends for this
tax preference to be tenporary so the |egislature can assess the actual
fiscal inpact of the tax preference.

Sec. 1602. RCW 82.08.963 and 2009 c 469 s 103 are each anended to
read as foll ows:

(1) The tax levied by RCW 82.08.020 does not apply to sales of
machi nery and equi pnent used directly in generating electricity or
producing thermal heat using solar energy, or to sales of or charges
made for |abor and services rendered in respect to installing such
machi nery and equi pnment, but only if the purchaser develops w th such
machi nery, equipnment, and |abor a facility capable of generating not
nore than ten kilowatts of electricity or producing not nore than three
mllion British thermal units per day and provides the seller with an
exenption certificate in a form and nmanner prescribed by the
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departnment. The seller nmust retain a copy of the certificate for the
seller's files. For sellers who electronically file their taxes, the
departnment nust provide a separate tax reporting line for_ exenption
amounts clained by a buyer under this section.

(2) For purposes of this section and RCW82. 12. 963:

(a) "Machinery and equi pnent” means industrial fixtures, devices,
and support facilities that are integral and necessary to the
generation of electricity or production and use of thermal heat using
sol ar energy;

(b) "Machi nery and equi pnent" does not include: (i) Hand-powered

tools; (ii) property with a useful life of less than one year; (iii)
repair parts required to restore machinery and equipnent to nornal
wor ki ng  order; (tv) replacenent parts that do not increase
productivity, inprove efficiency, or extend the wuseful life of

machi nery and equi pnent; (v) buildings; or (vi) building fixtures that
are not integral and necessary to the generation of electricity that
are permanently affixed to and becone a physical part of a building;
((and))

(c) Machinery and equipnent is "used directly" in generating
electricity with solar energy if it provides any part of the process
that captures the energy of the sun, converts that energy to
electricity, and stores, transfornms, or transmts that electricity for
entry into or operation in parallel wth electric transm ssion and
di stribution systens; and

(d) Machinery and equipnent is "used directly" in producing thernma
heat with solar energy if it uses a solar collector or a solar hot
water system that (i) neets the_ certification standards_for_solar
collectors and solar hot water systens devel oped by the solar rating
and certification corporation; or (ii) is determ ned by the WAshi nhgt on
State University extension whether a solar collector or solar hot water

systemis an equival ent collector or system
(3) This section expires June 30, ((2643)) 2018.

Sec. 1603. RCW82.12.963 and 2009 c 469 s 104 are each anended to
read as foll ows:

(1) The provisions of this chapter do not apply with respect to
machi nery and equi pnment used directly in generating not nore than ten
kilowatts of electricity or_ producing not nore than three mllion
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British thermal units per day using solar energy, or to the use of
| abor and services rendered in respect to installing such machi nery and
equi pnent .

(2) The definitions in RCW82.08.963 apply to this section.

(3) This section expires June 30, ((2643)) 2018.

PART XVI |
Tax Preference Transparency and Accountability

NEW SECTI ON.  Sec. 1701. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) (a) Except as otherwi se provided in this section, every new tax
preference expires on the first day of the calendar year that is
subsequent to the calendar year that is ten years from the effective
date of the tax preference. Wth respect to any new property tax
exenption, the exenption does not apply to taxes levied for collection
beginning in the cal endar year that is subsequent to the cal endar year
that is ten years fromthe effective date of the tax preference.

(b) A future anmendnent that expands a tax preference does not
extend the tax preference beyond the period provided in this subsection
unl ess an extension is expressly and unanbiguously stated in the
amendnent .

(2) Subsection (1) of this section does not apply if |egislation
creating a new tax preference includes an expiration date for the new
tax preference.

(3) Subsection (1) of this section does not apply to any existing
tax preference that is anended to clarify an anbiguity or correct a
techni cal inconsistency. Future enacted |egislation intended to nmake
such clarifications or corrections nust explicitly indicate this
i ntent.

(4) For the purposes of this section, the follow ng definitions
appl y:

(a) "New tax preference” neans a tax preference that initially
takes effect after August 1, 2013, or a tax preference in effect as of
August 1, 2013, that is expanded or extended after August 1, 2013, even
if the expanding or extending anendnent includes any other change to
the tax preference.
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(b) "Tax preference" has the sane neaning as in RCW43.136.021 with
respect to any state tax adm nistered by the departnent, except does
not include the Washington estate and transfer tax in chapter 83.100
RCW

(5) The departnment nust provide witten notice to the office of the
code reviser of a ten-year expiration date required under this section
for a newtax preference.

NEW SECTI ON. Sec. 1702. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) As provided in this section, every bill enacting a new tax
preference nust include a tax preference performance statenent.

(2) A tax preference performance statenent nust state the
| egi sl ative purpose for the new tax preference. The tax preference
performance statenent nust indicate one or nore of the follow ng
general categories, by reference to the applicable category specified
in this subsection, as the Ilegislative purpose of the new tax
pr ef er ence:

(a) Tax preferences intended to i nduce certain designated behavi or
by taxpayers;

(b) Tax preferences intended to i nprove i ndustry conpetitiveness;

(c) Tax preferences intended to create or retain jobs;

(d) Tax preferences intended to reduce structural inefficiencies in
the tax structure;

(e) Tax preferences intended to provide tax relief for certain
busi nesses or individuals; or

(f) A general purpose not identified in (a) through (e) of this
subsecti on.

(3) In addition to identifying the general |egislative purpose of
the tax preference under subsection (2) of this section, the tax
preference performance statenment nust provide additional detailed
information regarding the |legislative purpose of the new tax
pr ef er ence.

(4) A new tax preference performance statenent nust specify clear,
rel evant, and ascertainable netrics and data requirenents that all ow
the joint legislative audit and review conmttee and the |l egislature to
measure the effectiveness of the new tax preference in achieving the
pur pose desi gnat ed under subsection (2) of this section.
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(5 If the tax preference performance statenent for a new tax
preference indicates a |egislative purpose described in subsection
(2)(b) or (c) of this section, any taxpayer claimng the new tax
preference nust file an annual survey in accordance with RCW 82. 32. 585.

(6) (a) Taxpayers claimng a new tax preference nust report the
anount of the tax preference clainmed by the taxpayer to the departnent
as otherwise required by statute or determ ned by the departnment as
part of the taxpayer's regular tax reporting responsibilities. For new
tax preferences allowing certain types of gross incone of the business
to be excluded from busi ness and occupation or public utility taxation,
the tax return nust explicitly report the amount of the exclusion,
regardl ess of whether it is structured as an exenption or deduction, if
the taxpayer is otherwise required to report taxes to the departnent on
a nonthly or quarterly basis. For a new sales and use tax exenption,
the total sales or uses subject to the exenption clained by the buyer
must be reported on an addendumto the buyer's tax return if the buyer
is otherwise required to report taxes to the departnment on a nonthly or
quarterly basis and the buyer is required to submt an exenption
certificate, or simlar docunent, to the seller

(b) This subsection does not apply to:

(1) Property tax exenptions;

(i1) Tax preferences required by constitutional |aw,

(1ii1) Tax preferences for which the tax benefit to the taxpayer is
| ess than one thousand dol |l ars per cal endar year; or

(1v) Taxpayers who are annual filers.

(c) The departnment may waive the filing requirenents of this
subsection for taxpayers who are not required to file electronically
any return, report, or survey under this chapter.

(7)(a) Except as otherw se provided in this subsection, the anpunt
clainmed by a taxpayer for any new tax preference is subject to public
di scl osure and is not considered confidential tax information under RCW
82.32.330, if the reporting periods subject to disclosure ended at
| east twenty-four nonths prior to the date of disclosure and the
taxpayer is required to report the anmount of the tax preference cl ai ned
by the taxpayer to the departnent under subsection (6) of this section.

(b) (i) The departnment may wai ve the public disclosure requirenent
under (a) of this subsection (7) for good cause. Good cause may be
denonstrated by a reasonable show ng of economc harmto a taxpayer if
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the information specified under this subsection is disclosed. The
wai ver under this subsection (7)(b)(i) only applies to the new tax
preferences provided in this act.

(11) The anpunt of the tax preference clained by a taxpayer during
a calendar year is confidential under RCW 82.32.330 and nmay not be
di scl osed under this subsection if the anmount for the cal endar year is
| ess than ten thousand dol | ars.

(c) In lieu of the disclosure and waiver requirenents under this
subsection, the requirements under RCW 82.32.585 apply to any tax
preference that requires a survey.

(8 If a new tax preference does not include the information
requi red under subsections (2) through (4) of this section, the joint
| egi slative audit and review commttee is not required to performa tax
preference review under chapter 43.136 RCW and it is legislatively
presuned that it is the intent of the legislature to allow the new tax
preference to expire upon its schedul ed expiration date.

(9) For the purposes of this section, "tax preference” and "new tax
preference" have the sane neaning as provided in section 1701 of this
act .

NEW SECTION. Sec. 1703. A new section is added to chapter 43. 136
RCWto read as foll ows:

(1) The legislative auditor, with the assistance of a task force,
must rmake recomendations on the appropriate data and netrics that
shoul d be included in tax preference performance statenents to eval uate
new tax preferences, as provided under section 1702 of this act.

(2)(a) The task force is conprised of five nenbers: (i) One person
from the departnment of revenue; (ii) one person from an association
representing Washi ngton busi nesses; (iii) one person fromthe office of
financi al managenent; (iv) the legislative auditor or a designee of the
| egislative auditor; and (v) an econom st with substantial experience
in state taxes.

(b) The task force nust choose its chair fromanong its nenbership.

(3) By January 1, 2014, and in conpliance wth RCW43.01. 036, the
| egislative auditor nust submt a report to the appropriate fisca
committees of the legislature the findings and recommendati ons of the
task force.
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NEW SECTI ON. Sec. 1704. A new section is added to chapter 82.04
RCWto read as foll ows:

See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under this chapter.

NEW SECTI ON. Sec. 1705. A new section is added to chapter 82.08
RCWto read as foll ows:

See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under this chapter.

NEW SECTI ON.  Sec. 1706. A new section is added to chapter 82.12
RCWto read as foll ows:

See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under this chapter.

NEW SECTI ON. Sec. 1707. A new section is added to chapter 82.14B
RCWto read as foll ows:

See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under this chapter.

NEW SECTI ON. Sec. 1708. A new section is added to chapter 82.16
RCWto read as foll ows:

See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under this chapter.

NEW SECTI ON.  Sec. 1709. A new section is added to chapter 82.18
RCWto read as foll ows:

See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under this chapter.

NEW SECTI ON. Sec. 1710. A new section is added to chapter 82.19
RCWto read as foll ows:

See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under this chapter.

NEW SECTI ON.  Sec. 1711. A new section is added to chapter 82.21
RCWto read as foll ows:
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See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under this chapter.

NEW SECTION. Sec. 1712. A new section is added to chapter 82.23A
RCWto read as foll ows:

See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under this chapter.

NEW SECTION. Sec. 1713. A new section is added to chapter 82.23B
RCWto read as foll ows:

See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under this chapter.

NEW SECTI ON.  Sec. 1714. A new section is added to chapter 82.24
RCWto read as foll ows:

See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under this chapter.

NEW SECTI ON.  Sec. 1715. A new section is added to chapter 82.26
RCWto read as foll ows:

See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under this chapter.

NEW SECTI ON.  Sec. 1716. A new section is added to chapter 82.27
RCWto read as foll ows:

See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under this chapter.

NEW SECTI ON. Sec. 1717. A new section is added to chapter 82.29A
RCWto read as foll ows:

See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under this chapter.

NEW SECTI ON. Sec. 1718. A new section is added to chapter 82.45
RCWto read as foll ows:

See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under this chapter.
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NEW SECTI ON.  Sec. 1719. A new section is added to chapter 82.48
RCWto read as foll ows:

See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under this chapter.

NEW SECTI ON. Sec. 1720. A new section is added to chapter 82.64
RCWto read as foll ows:

See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under this chapter.

NEW SECTI ON. Sec. 1721. A new section is added to chapter 84.52
RCWto read as foll ows:

(1) See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under RCW 84. 52. 065.

(2) See section 1702 of this act for reporting requirenents for any
new tax preference for the tax i nposed under RCW84. 52. 065.

NEW SECTI ON. Sec. 1722. A new section is added to chapter 54.28
RCWto read as foll ows:

(1) See section 1701 of this act for the expiration date of new tax
preferences for the tax inposed under this chapter.

(2) See section 1702 of this act for reporting requirenents for any
new tax preference for the tax i nposed under this chapter.

PART XVI I |
Recommendati ons to Update and | nprove Annual Surveys and Reports

NEW SECTI ON. Sec. 1801. By Decenber 1, 2013, the departnent of
revenue, in consultation with the joint legislative audit and review
commttee, nust nmake recommendations to the appropriate fiscal
commttees of the |legislature on ways to update and i nprove the annual
report and annual survey. The reconmendations must include suggested
revisions to the report and survey that would nmake the data nore
rel evant and reduce the adm nistrative burden on the taxpayer.

PART Xl X
M scel | aneous Provi si ons
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NEW SECTI ON. Sec. 1901. Section 202 of this act expires July 1,
2015.

NEW SECTI ON.  Sec. 1902. Section 203 of this act takes effect July
1, 2015.

NEW SECTI ON.  Sec. 1903. Parts Il1, X, XV, and XVl of this act are
necessary for the i medi ate preservation of the public peace, health,
or safety, or support of the state governnent and its existing public
institutions, and take effect July 1, 2013.

NEW SECTI ON.  Sec. 1904. Except as otherw se provided in this act,
this act takes effect COctober 1, 2013.

NEW SECTION.  Sec. 1905. Part Xl of this act takes effect January
1, 2014.

NEW SECTI ON. Sec. 1906. Part Xl of this act expires July 1, 2021.

NEW SECTION. Sec. 1907. 2013 2nd sp. sess. ¢ . . . s 1202
(section 1202 of this act), as now existing, is repealed, effective
July 1, 2016.

--- END ---
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