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HOUSE BI LL 1869

St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on

By Representatives Mlintire, Gonbosky, Mrris, Conway, Santos, Haigh,
Kagi, Hunt, Linville, Dunshee, Chase, Sinpson, Moeller, Lovick, Cody,
Murray, Upt hegrove, Veloria and Wod

Read first tine 02/ 12/ 2003. Referred to Commttee on Fi nance.

AN ACT Relating to performance audits of tax preferences; adding
new sections to chapter 43.136 RCW and repealing RCW 43.136.010,
43.136. 020, 43.136.030, 43.136.040, 43.136.050, and 43.136. 070.

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

NEW SECTION. Sec. 1. The legislature recognizes that tax
preferences are enacted to neet objectives which are determned to be
in the public interest. However, sone tax preferences may not be
efficient or equitable tools for the achievenent of current public
policy objectives. G ven the changing nature of the econony and tax
structures of other states, the legislature finds that periodic
performance audits of tax preferences are needed to determne if their
continued existence will serve the public interest.

It is the intent of this act to foster a conpetitive business
climate through periodic performance audits of tax preferences that
affect the business clinmate.

NEW SECTION. Sec. 2. As used in this chapter, "tax preference"
means an exenption, exclusion, or deduction fromthe base of a state
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tax; a credit against a state tax; a deferral of a state tax; or a
preferential state tax rate.

NEW SECTION. Sec. 3. (1) The citizen conm ssion for performance
measurenent of tax preferences is created.

(2) The comm ssion has nine voting nenbers, appointed by the
governor as foll ows:

(a) Two persons representing |abor;

(b) Two persons representing business;

(c) Three persons representing the general public;

(d) Two tax specialists fromthe state university system one from
west ern Washi ngt on and one from eastern Washi ngt on.

(3) The conm ssion has four nonvoting nenbers, one appointed by
each of the following: The governor, the president of the senate, the
speaker of the house of representatives, and the director of the
depart nent of revenue.

(4) The comm ssion shall elect a chair from anong its voting or
nonvoti ng nenbers.

(5) Appointees representing the general public should be
individuals who have a basic wunderstanding of state tax policy,
gover nment operations, and public services. They should have know edge
and expertise in performance nanagenent, fiscal analysis, strategic
pl anni ng, performance assessnents, or closely related fields.

(6) Appoi nted nenbers serve for terns of four years, with the terns
expiring on June 30th on the fourth year of the term However, in the
case of the initial nenbers, three nenbers shall serve four-year terns,
three nenbers shall serve three-year terns, and three nenbers shal
serve a two-year term wth each of the terns expiring on June 30th of
the applicable year. Appointees may be reappointed to serve nore than
one term

(7) The joint legislative audit and review conm ttee shall provide
clerical, technical, and nanagenent personnel to the comm ssion to
serve as the comm ssion's staff.

(8) The conm ssion shall neet at | east once a quarter and nay hol d
additional neetings at the call of the chair or by a myjority vote of
the nenbers of the conm ssion. The nenbers of the comm ssion shall be
conpensated in accordance with RCW43.03. 220 and rei nbursed for travel
expenses in accordance with RCW43. 03. 050 and 43. 03. 060.
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NEW SECTION. Sec. 4. (1) The citizen conm ssion for performance
measurenent of tax preferences shall develop a schedule to acconplish
an orderly review of tax preferences at | east once every six years. In
devel opi ng the schedule, the comm ssion shall include tax preferences
that it determnes are appropriate for review, wth particular
consideration of tax preferences that affect the business climte of
the state. The comm ssion may omt from the schedul e tax preferences
that are required by constitutional law, or that primarily benefit
gover nnent agenci es, charities, nonprofi t or gani zati ons, or
i ndi vi dual s.

(2) The comm ssion shall revise the schedul e as needed each year,
taking into account newy enacted or termnated tax preferences. The
comm ssion shall deliver the schedule to the joint |egislative audit
and review comm ttee by Septenber 1lst of each year.

NEW SECTION. Sec. 5. (1) The joint legislative audit and revi ew
commttee shall review tax preferences according to the schedule
devel oped under section 4 of this act. The commttee shall consider
but not be Ilimted to, the followng factors in the review

(a) The persons or organizations whose state tax liabilities are
directly affected by the tax preference;

(b) Public policy objectives that m ght provide a justification for
the tax preference, including the extent to which the preference
encourages business growmh or relocation into this state, pronotes
grow h or retention of high wage jobs, or hel ps stabilize conmmunities;

(c) Evidence that the existence of the tax preference has
contributed to the achievenent of any of the public policy objectives;

(d) The extent to which continuation of the tax preference m ght
contribute to any of the public policy objectives;

(e) The feasibility of nodifying the preference to provide for
adj ustnment or recapture of the tax benefits of the preference if the
obj ectives are not fulfilled,

(f) Fiscal inpacts of the tax preference, including past inpacts
and expected future inpacts if it is continued,;

(g) The extent to which termnation of the tax preference would
affect the distribution of liability for paynent of state taxes.

(2) For each tax preference, the commttee shall provide a
recomendation as to whether the tax preference should be continued
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date, or termnated inmmediately. The commttee nay reconmend
accountability standards for the future review of a tax preference.

NEW SECTION. Sec. 6. (1) The joint legislative audit and revi ew
commttee shall report its findings and recommendations for schedul ed
tax preferences to the citizen conmm ssion for performnce neasurenent

of tax preferences by August 30th of each year. The conmm ssion may
review and comment on the report of the commttee. The conmttee may
revise its report based on the comments of the conmm ssion. The

commttee shall prepare a final report that includes the comments of
the comm ssion and submt the final report to the finance commttee of
the house of representatives and the ways and neans comrittee of the
senat e by Decenber 30th.

(2) Followi ng receipt of the report, the finance commttee of the
house of representatives and the ways and neans commttee of the senate
shall jointly hold a public hearing to consider the final report and
any rel ated dat a.

(3) Following the joint hearing, the commttees nay separately hold
addi tional neetings or hearings to cone to a final determnation as to
whet her a continuation, nodification, sunset review, or termnation of
a tax preference is in the public interest.

NEW SECTION. Sec. 7. Upon request of the citizen conmm ssion for
performance neasurenent of tax preferences or the joint |egislative
audit and review commttee, the departnent of revenue shall provide
information needed by the commssion or commttee to neet its
responsi bilities under this chapter.

NEWSECTION. Sec. 8. The follow ng acts or parts of acts are each
r epeal ed:

(1) RCW 43.136.010 (Legislative findings--Intent) and 1982 1st
ex.s. ¢ 35 s 39,

(2) RCW43.136.020 ("Tax preference" defined) and 1982 1st ex.s. c
35 s 40;

(3) RCW43.136.030 (Legislative budget commttee and departnent of
revenue- - Revi ew of tax preferences--Reports) and 1982 1st ex.s. ¢ 35 s
41,
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(4) RCW 43.136.040 (Legislative budget commttee review of tax
preferences--Factors for consideration) and 1982 1st ex.s. ¢ 35 s 42;

(5 RCWA43.136.050 (Powers and duties of ways and nmeans committ ees)
and 1982 1st ex.s. ¢ 35 s 43; and

(6) RCW 43.136.070 (Report on existing tax preferences to be
provi ded--Addi tional information to be provided) and 1982 1st ex.s. ¢
35 s 45.

NEW SECTION. Sec. 9. Sections 1 through 7 of this act are each
added to chapter 43.136 RCW

~-- END ---

p. 5 HB 1869



	Section 1.
	Section 2.
	Section 3.
	Section 4.
	Section 5.
	Section 6.
	Section 7.
	Section 8.
	Section 9.

