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SENATE BI LL 5417

State of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on

By Senators Hargrove, Swecker, Snyder, Franklin, Rasnussen, T. Shel don,
Bent on and Kohl -Wel |l es; by request of Governor Locke

Read first time 01/21/1999. Referred to Comnmttee on Agriculture &
Rural Econom c Devel opnent .

AN ACT Relating to providing excise tax incentives for persons
engaged in software technology businesses in distressed counties;
addi ng new sections to chapter 82.04 RCW adding a new section to
chapter 82.62 RCW creating a new section; providing an effective date;
and decl aring an energency.

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

NEW SECTI ON. Sec. 1. It is the intent of the legislature to
attract and retain technol ogy-based busi nesses in di stressed counti es.
Section 2 of this act provides a tax incentive to those busi nesses that
devel op or manufacture software in distressed counties. Section 3 of
this act provides a tax incentive to those busi nesses that are engaged
i n the business of providing technical support services fromdistressed
counties. Encouragenent of these types of business wll stinulate the
i nformation technol ogy i ndustry and be of benefit to the state econony

in general. To further the inpact and benefit of this program this
incentive is |imted to those counties of the state that are
characterized by unenpl oynent or |ow incone. The | egislature finds
that providing this targeted incentive wll both increase its
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ef fectiveness and create a high technology work force in distressed
counti es.

NEW SECTION.. Sec. 2. A new section is added to chapter 82.04 RCW
to read as foll ows:

(1) Subject tothe limts and provisions of this section, a credit
is authorized against the tax otherw se due under this chapter for
persons engaged in a di stressed county in the business of manufacturing
or programm ng of software, as those terns are defined in this section.

(2) A person who partially or totally rel ocates a busi ness fromone
di stressed county to another distressed county is eligible for any
qualifying new jobs created as a result of the relocation but is not
eligible to receive credit for the jobs noved from one county to the
ot her .

(3)(a) To qualify for the credit, the qualifying activity of the
person nust be conducted in a distressed county and the qualified
enpl oynent position nust be |ocated in the distressed county.

(b) If an activity is conducted both froma distressed county and
outside of a distressed county, the credit is available if at |east
ninety percent of the qualifying activity takes place within a
di stressed county. If the qualifying activity is a service taxable
activity, the place where the work is perfornmed is the place at which
the activity is conducted.

(4)(a) The credit wunder this section shall equal one thousand
dollars for each qualified enploynent position created after July 1,
1999, in an eligible area. A credit is earned for the cal endar year

the person is hired to fill the position. Additionally a credit is
earned for each year the position is maintained over the subsequent
consecutive years, up to six years. The county nust neet the

definition of a distressed county at the tine the position is filled.
| f the county does not have a distressed county status the follow ng
year or years, the position is still eligible for the remaining years
if all other conditions are net.

(b) Credit may not be taken for hiring of persons into positions
that exist before July 1, 1999. Credit is authorized for new enpl oyees
hired for new positions created on or after July 1, 1999. New
positions filled by existing enployees are eligible for the credit
under this section only if the position vacated by the existing
enployee is filled by a new hire. A business that is a sole
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proprietorship w thout any enployees is equivalent to one enployee
position and this type of business is eligible to receive credit for
one position.

(c) If a position is filled before July 1st, this position is
eligible for the full yearly credit. |If it is filled after June 30t h,
this position is eligible for half of the credit.

(d) A person that has engaged in qualifying activities in the
di stressed county before the effective date of this section qualifies
for the credit under this section for positions created and filled
after the effective date of this section.

(5 No application is necessary for the tax credit. The person
nmust keep records necessary for the departnment to verify eligibility
under this section. This information includes information relating to
description of qualifying activity engaged in the distressed county and
out side the distressed county by the person as well as detail ed records
on positions and enpl oyees. The departnent shall, in consultation with
a representative group of affected taxpayers, develop a nethod of
segregating activity and related incone so that those persons who
engage in multiple activities can determne eligibility for credit
under this section.

(6) If at any tine the departnent finds that a person is not
eligible for tax credit under this section, the anmount of taxes for
which a credit has been clainmed shall be imediately due. The
departnent shall assess interest, but not penalties, on the taxes for
which the person is not eligible. The interest shall be assessed at
the rate provided for delinquent excise taxes under chapter 82.32 RCW
shal | be assessed retroactively to the date the tax credit was taken,
and shall accrue until the taxes for which a credit has been used are
repai d.

(7) The credit under this section nay be used agai nst any tax due
under this chapter, but in no case nmay a credit earned during one
cal endar year be carried over to be credited agai nst taxes incurred in
a subsequent cal endar year. A person is not eligible to receive a
credit under this section if the person is receiving credit for the
sane position under chapter 82.62 RCWor RCW 82.04. 44525 or is taking
the credit under section 3 of this act. No refunds nay be granted for
credits under this section.

(8) County eligibility under this section shall be based on the
sane |ist as published by the departnent under chapter 82.60 RCW The
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eligibility period is fromJuly 1st of each year to June 30th of the
next year.

(9) A person taking tax credits under this section shall nmake an
annual report to the departnent. The report shall be in a letter form
and shall include the followng information: Nunber of positions for
which credit is being clainmed, type of position for which credit is
bei ng cl ai ned, type of activity in which the person is engaged in the
county, and how |l ong the person has been |located in the county. The
report nust be filed by January 30th of each year for which credit was
cl ai med during the previous year.

(10) Transfer of ownership does not affect credit eligibility;
however, the credit is avail able to the successor for remaini ng peri ods
in the seven years only if the eligibility conditions of this section
are met.

(11) As used in this section:

(a) "D stressed county" neans either (i) a county in which the
average | evel of unenpl oynent for the previous three years exceeds the
aver age state unenpl oynent for those years by twenty percent or (ii) a
county that has a nedian household income that is |ess than seventy-
five percent of the state nedian household incone for the previous
three years.

(b) "Manufacturing" neans the sanme as "to manufacture" under RCW
82.04.120. Manufacturing includes the activities of both manufacturers
and processors for hire.

(c) "Progranm ng" neans the activities that involve the creation or
nodi fication of software, as that termis defined in this chapter, and
that are taxable as "service and other"” under RCW 82.04.290(2) or
retail under RCW 82. 04. 050.

(d) "Qualifying activity" nmeans manufacturing or progranm ng of
sof t war e.

(e) "Qualified enploynent position" neans a permanent full-tinme
position doing progranm ng of software or manufacturing of software.
This excludes admnistrative, professional, service, executive, and
other simlar positions. If an enployee is either voluntarily or
involuntarily separated from enpl oynent, the enploynent position is
considered filled on a full-tine basis if the enployer is either
training or actively recruiting a replacenent enployee. Full-time
means a position for at least thirty-five hours a week.

(f) "Software" has the sane neaning as defined in this chapter.
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NEW SECTION. Sec. 3. A new section is added to chapter 82.04 RCW
to read as foll ows:

(1) Subject tothe limts and provisions of this section, a credit
is authorized against the tax otherw se due under this chapter for
persons engaged in a distressed county in the business of providing
i nformation technol ogy hel p desk services to third parties.

(2) To qualify for the credit, the help desk services nust be
conducted froma distressed county.

(3)(a) For the first eighty-four nonths in which the person is
engaged in the activity of providing information technol ogy hel p desk
services in the distressed county, the amount of the credit shall be
equal to one hundred percent of the amount of tax due under this
chapter that is attributable to providing the services from the
di stressed county. In order to qualify for the credit under this
subsection (3)(a), the county nust neet the definition of "distressed
county" at the time the person begins to conduct qualifying business in
the county. If the county subsequently does not qualify for distressed
county status, the person may continue to take the credit for the
remaining time in the eighty-four nonths if all other conditions are
met. A person who locates in a county during a period of tine for
which the county does not neet the distressed county status is not
eligible to receive the credit under this subsection (3)(a).

(b) A person who is not eligible for the credit under (a) of this
subsection is potentially eligible for credit under this subsection
(3)(b). If the person is engaged in the activity of providing
i nformation technol ogy hel p desk services in a distressed county, the
anmount of the credit shall equal sixty-eight percent of the anount of
tax due under this chapter that is attributable to providing the
service fromthe distressed county. In order to qualify for the credit
under this subsection, the county nust neet the definition of
"di stressed county” during the period of tine for which the credit is
bei ng cl ai ned. A person is not eligible for a credit under this
subsection (3)(b) for activity conducted during any period of tine the
county does not have a distressed county status.

(c) A person who that has engaged in providing information
technology help desk services in the distressed county before the
effective date of this section qualifies for the credit under (a) of
this subsection for any remaining tinme in the ei ghty-four nonths, after
which tinme the person is potentially eligible for the credit under (b)
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of this subsection. A person who has engaged in providing information
technology help desk services in the distressed county before the
effective date of this section for nore than eighty-four nonths is
potentially eligible for the credit under (b) of this subsection.

(4) No application is necessary for the tax credit. The person
nmust keep records necessary for the departnent to verify eligibility
under this section. These records include information relating to
description of activity engaged in a distressed county by the person.

(5 |If at any tine the departnent finds that a person is not
eligible for tax credit under this section, the anount of taxes for
which a credit has been used is imedi ately due. The departnent shal
assess interest, but not penalties, onthe credited taxes for which the
person is not eligible. The interest shall be assessed at the rate
provi ded for delinquent excise taxes under chapter 82.32 RCW shall be
assessed retroactively to the date the tax credit was taken, and shal
accrue until the taxes for which a credit has been used are repaid.

(6) The credit under this section nay be used agai nst any tax due
under this chapter, but in no case nmay a credit earned during one
cal endar year be carried over to be credited agai nst taxes incurred in
a subsequent cal endar year. No refunds may be granted for credits
under this section.

(7) County eligibility under this section shall be based on the
sane |ist as published by the departnent under chapter 82.60 RCW The
eligibility period is fromJuly 1st of each year to June 30th of the
next year.

(8) A person taking tax credits under this section shall nmake an
annual report to the departnent. The report shall be in a letter form
and shall include the follow ng informati on: Type of activity in which
the person is engaged in the county, nunber of enployees in the
di stressed county, and how long the person has been located in the
county. The report nust be filed by January 30th of each year for
which credit was clained during the previous year.

(9) Transfer of ownership does not affect credit eligibility;
however, the credit is available to the successor only if the
eligibility conditions of this section are net.

(10) As used in this section:

(a) "D stressed county" neans either (i) a county in which the
average | evel of unenpl oynent for the previous three years exceeds the
aver age state unenpl oynent for those years by twenty percent or (ii) a
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county that has a nedi an household incone that is |ess than seventy-
five percent of the state nedian household incone for the previous
three years.

(b) "First eighty-four nonths" neans the eighty-four nonths of
operation in a county follow ng comencenent of business activity.
Busi ness activity is deened to commence upon the act of engaging in the
busi ness of providing the hel p desk services fromthe county.

(c) "Information technol ogy hel p desk services" neans the fol |l ow ng
services perfornmed using electronic and tel ephoni c communi cati on:

(1) Software maintenance;

(i1) Software diagnostics and troubl eshooti ng;

(1i1) Software installation;

(1v) Software repair;

(v) Software information and training; and

(vi) Software upgrade.

NEW SECTION. Sec. 4. A new section is added to chapter 82.62 RCW
to read as foll ows:

A person is not eligible to receive a credit under this chapter if
the person is receiving credit for the same position under section 2 of
this act or RCW82.04. 44525 or is receiving a credit under section 3 of
this act.

NEW SECTI ON. Sec. 5. This act is necessary for the imediate
preservation of the public peace, health, or safety, or support of the
state governnment and its existing public institutions, and takes effect
July 1, 1999.

~-- END ---
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