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SUBSTI TUTE HOUSE BI LL 1034

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

By House Committee on Technology, Telecomunications & Energy
(originally sponsored by Representatives Mrris, Linville, Anderson
M el ke, Conway, Kenney, Haigh, Sullivan and Upt hegrove)

READ FI RST TI ME 02/ 27/ 03.

AN ACT Relating to technology product developnment incentives;
anmendi ng RCW 82.04. 4452 and 82.63.030; and adding a new section to
chapter 82.63 RCW

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

Sec. 1. RCWB82.04.4452 and 2000 ¢ 103 s 7 are each anended to read
as follows:

(1) In conmputing the tax inposed under this chapter, a credit is
al l oned for each person whose research and devel opnment spendi ng during
the year in which the credit is clained exceeds 0.92 percent of the
person's taxable amount during the sane cal endar year

(2) The credit is equal to the greater of the anmpunt of qualified
research and devel opnent expenditures of a person or eighty percent of
anounts received by a person other than a public educational or
research institution in conpensation for the conduct of qualified
research and developnent, multiplied by the rate provided in RCW
82.04.260(3) in the case of a nonprofit corporation or nonprofit
associ ation engaging within this state in research and devel opnent, and
the rate provided in RCW82.04.290(2) for every other person.
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(3) Any person entitled to the credit provided in subsection (2) of
this section as a result of qualified research and devel opnent
conduct ed under contract may assign all or any portion of the credit to
the person contracting for the performance of the qualified research
and devel opnent .

(4) The credit, including any credit assigned to a person under
subsection (3) of this section, shall be taken against taxes due for
the sanme cal endar year in which the qualified research and devel opnent
expenditures are incurred. The credit, including any credit assigned
to a person under subsection (3) of this section, for each cal endar
year shall not exceed the |lesser of two mllion dollars or the anmount
of tax otherw se due under this chapter for the cal endar year.

(5) Any person taking the credit, including any credit assigned to
a person under subsection (3) of this section, whose research and
devel opnent spending during the calendar year in which the credit is
clained fails to exceed 0.92 percent of the person's taxable anount
during the sanme calendar year shall be liable for paynent of the
additional taxes represented by the amount of credit taken together
with interest, but not penalties. Interest shall be due at the rate
provided for delinquent excise taxes retroactively to the date the
credit was taken until the taxes are paid. Any credit assigned to a
person under subsection (3) of this section that is disallowed as a
result of this section may be taken by the person who perforned the
qualified research and devel opnent subject to the limtations set forth
in subsection (4) of this section.

(6) (@) Any person claimng the credit, and any person assigning a
credit as provided in subsection (3) of this section, shall file an
affidavit form prescribed by the departnment which shall include the
anmount of the credit clained, an estimate of the anticipated qualified
research and devel opnment expenditures during the calendar year for
which the credit is clainmed, an estimate of the taxable anount during
the cal endar year for which the credit is clainmed, and such additional
information as the departnent may prescri be.

(b) I'n addition to the requirenents of this subsection (6), the
person taking or assigning the credit nust submt an annual report as
provi ded under section 3 of this act.

(7) A person claimng the credit shall agree to supply the
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departnment with information necessary to neasure the results of the tax
credit programfor qualified research and devel opnent expenditures.

(8 The departnent shall wuse the information required under
subsection (7) of this section to performthree assessnents on the tax
credit program authorized under this section. The assessnents wll
take place in 1997, 2000, and 2003. The departnent shall prepare
reports on each assessnent and deliver their reports by Septenber 1,
1997, Septenber 1, 2000, and Septenber 1, 2003. The assessnents shal
nmeasure the effect of the program on job creation, the nunber of jobs
created for Washington residents, conmpany growth, the introduction of
new products, the diversification of the state's econony, growh in
research and devel opnent investnent, the novenent of firnms or the
consolidation of firnms' operations into the state, and such other
factors as the departnent selects.

(9) For the purpose of this section:

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

(b) "Qualified research and developnent” shall have the sane
meani ng as in RCW82. 63. 010.

(c) "Research and devel opnent spending" neans qualified research
and devel opnent expenditures plus eighty percent of anmounts paid to a
person other than a public educational or research institution to
conduct qualified research and devel opnent.

(d) "Taxable amount” neans the taxable anpbunt subject to the tax
inposed in this chapter required to be reported on the person's
conbi ned excise tax returns during the year in which the credit is
clainmed, less any taxable amount for which a credit is allowed under
RCW 82. 04. 440.

({ 38—TFh-s—sectton—expires—DPecenber—31,-—2004-) )
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Sec. 2. RCW82.63.030 and 1994 sp.s. ¢ 5 s 5 are each anended to
read as foll ows:

(1) Except as provided in subsection (2) of this section, the
departnent shall issue a sales and use tax deferral certificate for
state and | ocal sales and use taxes due under chapters 82.08, 82.12,
and 82.14 RCWon each eligible investnent project.

(2) No certificate may be issued for an investnent project that has
al ready received a deferral under chapter 82.60 or 82.61 RCWor this
chapter, except that an investnent project for qualified research and
devel opment that has already received a deferral may also receive an
additional deferral certificate for adapting the investnent project for
use in pilot scal e manufacturing.

({ £3—TFhts—seetton—shal—exptre—Juby—1-—2004-) )

NEW SECTION. Sec. 3. A new section is added to chapter 82.63 RCW
to read as foll ows:

(1) A recipient claimng a credit under RCW 82.04.4452 during a
calendar year or who has received a sales and use tax deferral
certificate under RCW 82.63.030 nust file an annual report to the
departnent of revenue as required by this section.

(2) The follow ng information nust be provided to the departnent:

(a) Name and address of recipient of business incentive;

(b) Business registration nunber;

(c) Identification of project/location of project;

(d) Signature and phone nunber of person filling out form

(e) Date business incentive was provided;

(f) Dollar value of business incentive;

(g Job creation/retention goals for business receiving the
incentive (please specify);

(h) Average hourly wage goals for business receiving the incentive
(per hour);

(1) Actual jobs created/retained since business received the
i ncentive (please specify);

(j) Actual average hourly wage paid to enployees hired since
receiving the incentive;

(k) Goals of business incentive received, as a result of the
busi ness incentive: (Please indicate nunber of enployees by category
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of job, e.g. full-tine, part-time, or contingent/tenporary job, nunber
of enployees per wage band, and indicate if enployee benefits are
provi ded) ;

(1) Actual performance since project placed in service, as a result
of the business incentive: (Please indicate nunber of enployees by
category of job, e.g. full-tinme, part-time, or contingent/tenporary
j ob, nunber of enployees per wage band, and indicate if enployee
benefits are provided);

(m Last date actual wage and job creation/retention |evels
docunent ed;

(n) Have all wage and job goal s been achi eved?

[ ] Yes - do not submt future fornms for this project.
[ ] No - please submt another form next year;

(o) Dd you take the machi nery and equi pnent exenption in the | ast
year, and if the answer is "yes" please estimate the anpunt of tax
exenpt ed; and

(p) Date this disclosure form conpl et ed.

(3) Arecipient who fails to submt a conplete report under this
section is ineligible on a prospective basis for the credit under RCW
82.04.4452 or for the sales and use tax deferral under chapter 82.63
RCW If the recipient is no longer eligible for the deferral, then
one-eighth of all deferred taxes are due. The departnent of revenue
shall notify the recipient in witing by mail that he or she is no
| onger eligible. The recipient is ineligible on the effective date of

the postmark of the notice letter fromthe departnent of revenue. |If
the recipient satisfactorily conpletes the form after ineligibility,
the departnment of revenue shall send a letter to the recipient

indicating that the basis for the ineligibility has been corrected.
The letter fromthe departnent of revenue is proof that eligibility on
this basis has been restored, and is effective prospectively on the
date the letter is postnmarked.

(4) The departnent shall establish due dates for the report
required by this section.

(5) The departnent shall report information on the effectiveness of
RCW 82. 04. 4452 and chapter 82.63 RCWto the legislature on an annua
basi s.
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