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S-0750.1

SENATE BI LL 5434

State of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on
By Senators Lovel and, Fraser, Wst, Oke and Rasnussen

Read first time 01/22/1999. Referred to Conmmttee on Ways & Means.

AN ACT Relating to tax credits for international service
activities; and anmendi ng RCW 82. 04. 44525 and 48. 14. 029.

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

Sec. 1. RCW 82.04.44525 and 1998 ¢ 313 s 2 are each anended to
read as foll ows:

(1) Subject to the limts in this section, an eligible person is
allowed a credit against the tax due under this chapter. The credit is
based on qualified enploynent positions in eligible areas. The credit
is available to persons who are engaged in international services as
defined in this section. In order to receive the credit, the
international service activities nust take place at a business within
the eligible area.

(2)(a) The credit shall equal three thousand dollars for each

qualified enploynment position created after July 1, 1998, in an
eligible area. Acredit is earned for the cal endar year the person is
hired to fill the position, plus the four subsequent consecutive years,

if the position is maintained for those four years.
(b) Credit may not be taken for hiring of persons into positions
that exist on July 1, 1998. Credit is authorized for new enpl oyees
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hired for new positions created after July 1, 1998. 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.

(c) Wien a position is newly created, if it is filled before July
1st, this position is eligible for the full yearly credit. If it is
filled after June 30th, this position is eligible for half of the
credit.

(d) Credit may be accrued and carried over until it is used. No
refunds may be granted for credits under this section.

(3) For the purposes of this section:

(a) "Eligible area”" neans: (i) A comrunity enpower nent zone under
RCW 43. 63A. 700; or (ii) a contiguous group of census tracts that neets
the wunenploynent and poverty criteria of RCW 43.63A. 710 and is
desi gnat ed under subsection (4) of this section;

(b) "Eligible person" neans a person, as defined in RCW82. 04. 030,
who in an eligible area at a specific location is engaged in the
busi ness of providing international services;

(c)(i) "International services" neans the provision of a service,
as defined under (c)(iii) of this subsection, that is subject to tax
under RCW 82.04.290(2), and either:

(A) Is for a person domciled outside the United States; or

(B) The service itself is for use primarily outside of the United
St at es.

(1i) "International services" excludes any service taxable under
RCW 82. 04. 290( 1) .

(iii1) Eligible services are: Conmputer; data processing
information; legal; accounting and tax preparation; engineering;
architectural; business consulting; business nmanagenent; public
relations and advertising; surveying; geological consulting; real
estate appraisal; or financial services. For the purposes of this

section these services nean the foll ow ng:

(A) "Conputer services" are services such as conputer progranm ng,
customsoftware nodi fication, custom zati on of canned software, custom
software installation, custom software maintenance, custom software
repair, training in the use of software, conputer systens design, and
custom sof t ware update services;

(B) "Data processing services" are services such as word
processing, data entry, data retrieval, data search, information
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conpi l ation, payroll processing, business accounts processing, data
production, and other conputerized data and infornation storage or
mani pul ation. "Data processing services" also includes the use of a
conput er or conputer tinme for data processi ng whet her the processingis
performed by the provider of the conputer or by the purchaser or other
beneficiary of the service;

(© "Information services" are services such as electronic data
retrieval or research that entails furnishing financial or |[egal
information, data or research, internet service as defined in RCW
82.04. 297, general or specialized news, or current information;

(D) "Legal services" are services such as representation by an
attorney, or other person when permtted, in an adm nistrative or |egal
proceeding, |legal drafting, paralegal services, |egal research
services, and court reporting services, arbitration, and nediation
servi ces;

(E) "Accounting and tax preparation services" are services such as

accounting, auditing, actuarial, bookkeeping, or tax preparation
servi ces;
(F) "Engineering services" are services such as civil, electrical,

mechani cal , petroleum marine, nucl ear, and desi gn engi neering, machi ne
desi gni ng, nachi ne tool desi gni ng, and sewage di sposal systemadesi gni ng
servi ces;

(G "Architectural services" are services such as structural or
| andscape design or architecture, interior design, building design
bui | di ng program managenent, and space pl anni ng servi ces;

(H) "Business consulting services" are services such as primrily
provi di ng operating counsel, advice, or assistance to the managenent or
owner of any business, private, nonprofit, or public organization
including but not I|imted to those in the followng areas:
Adm ni strative managenent consulting; general managenent consulting;
human resource consulting or training; nmanagenent engineering
consul ting; managenent information systens consul ting; manufacturing
managenent consulting; marketing consulting; operations research
consul ting; personnel managenent consulting; physical distribution
consulting; site location consulting; economc consulting;, notel,
hotel, and resort consulting; restaurant consul ting; governnent affairs
consul ting; and | obbyi ng;

(I') "Business nmanagenent services" are services such as
adm ni strative managenent, busi ness managenent, and of fi ce managenent.
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"Busi ness managenent servi ces" does not include property managenent or
property |easing, notel, hotel, and resort managenent, or autonobile
par ki ng managenent ;

(J) "Public relations and advertising services" are services such
as layout, art direction, graphic design, copy witing, mechanica
preparation, opinion research, marketing research, narketing, or
producti on supervi sion;

(K) "Surveying services" are services such as | and surveyi ng;

(L) "Geological consulting services" are services rendered for the
oil, gas, and mning industry and other earth resource industries, and
ot her services such as soil testing;

(M "Real estate appraisal services" are services such as market
apprai sal and other real estate valuation; and

(N "Financial services" are services such as banking, |oan,
security, i nvestment  nmanagenent, i nvestnment  advisory, nort gage
servicing, contract collection, and finance | easing services, engaged
in by financial businesses, or businesses simlar to or in conpetition
wi th financial businesses; and

(d) "Qualified enploynent position" neans a permanent full-tine
position to provide international services. |f an enployee is either
voluntarily or involuntarily separated fromenpl oynent, the enpl oynent
position is considered filled on a full-time basis if the enployer is
either training or actively recruiting a replacenent enpl oyee.

(4) By ordinance, the legislative authority of a city, or
| egislative authorities of contiguous cities by ordinance of each
city’s legislative authority, wth population greater than eighty
t housand, | ocated in a county contai ni ng no community enpower nent zones
as desi gnat ed under RCW43. 63A. 700, nmay desi gnate a conti guous group of
census tracts within the city or cities as an eligible area under this
section. Each of the census tracts nust neet the unenploynent and
poverty criteria of RCW43.63A 710. Upon making the designation, the
city or cities shall transmt to the departnment of revenue a
certification letter and a map, each explicitly describing the
boundaries of the census tract. This designation nust be nade by
Decenber 31, ((4998)) 1999.

(5 No application is necessary for the tax credit. The person
nmust keep records necessary for the departnent to verify eligibility
under this section. This information includes:

(a) Enploynent records for the previous six years;
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(b) Information relating to description of international service
activity engaged in at the eligible |ocation by the person; and

(c) Information relating to customers of international service
activity engaged in at that |ocation by the person.

(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 used shall be i medi ately due. The depart nent
shal |l assess interest, but not penalties, on the credited 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 enploynment security departnment shall provide to the
departnent of revenue such information needed by the departnent of
revenue to verify eligibility under this section

Sec. 2. RCWA48.14.029 and 1998 ¢ 313 s 3 are each anended to read
as follows:

(1) Subject to the limts in this section, an eligible person is
allowed a credit against the tax due under RCW48.14.020. The credit
is based on qualified enploynent positions in eligible areas. The
credit is available to persons who are engaged in international
i nsurance services as defined in this section. In order to receive the
credit, the international insurance services activities nust take pl ace
at a business within the eligible area.

(2)(a) The credit shall equal three thousand dollars for each
qualified enploynment position created after July 1, 1998, in an
eligible area. Acredit is earned for the cal endar year the person is
hired to fill the position, plus the four subsequent consecutive years,
if the position is maintained for those four years.

(b) Credit may not be taken for hiring of persons into positions
that exist on July 1, 1998. Credit is authorized for new enpl oyees
hired for new positions created after July 1, 1998. 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.

(c) Wien a position is newly created, if it is filled before July
1st, this position is eligible for the full yearly credit. If it is
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filled after June 30th, this position is eligible for half of the
credit.

(d) Credit may be accrued and carried over until it is used. No
refunds may be granted for credits under this section.

(3) For the purposes of this section:

(a) "Eligible area” neans: (i) A comrunity enpower nent zone under
RCW 43. 63A. 700; or (ii) a contiguous group of census tracts that neets
the wunenploynent and poverty criteria of RCW 43.63A. 710 and is
desi gnat ed under subsection (4) of this section;

(b) "Eligible person" neans a person, as defined in RCW82. 04. 030,
who in an eligible area at a specific location is engaged in the
busi ness of providing international insurance services;

(c) "International insurance services" neans a business that
provi des insurance services related directly to the delivery of the
service outside the United States or on behalf of persons residing
outside the United States; and

(d) "Qualified enploynent position" neans a permanent full-tinme
position to provide international insurance services. |f an enployee
is either voluntarily or involuntarily separated from enpl oynent, the
enpl oynent position is considered filled on a full-time basis if the
enployer is either training or actively recruiting a replacenent
enpl oyee.

(4) By ordinance, the legislative authority of a city wth
popul ati on greater than eighty thousand, | ocated in a county contai ni ng
no conmuni ty enpower ment zones as desi gnat ed under RCW43. 63A. 700, may
designate a contiguous group of census tracts within the city as an
eligible area under this section. Each of the census tracts nust neet
t he unenpl oynment and poverty criteria of RCWA43.63A 710. Upon naki ng
the designation, the city shall transmt to the departnent of revenue
a certification letter and a map, each explicitly describing the

boundaries of the census tract. This designation nust be made by
Decenber 31, ((4998)) 1999.
(5 No application is necessary for the tax credit. The person

nmust keep records necessary for the departnent to verify eligibility
under this section. This information includes:

(a) Enploynent records for the previous six years;

(b) Information relating to description of international insurance
services activity engaged in at the eligible |location by the person;
and
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(c) Information relating to custoners of international insurance
services activity engaged in at that |ocation by the person.

(6) 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 shall be imedi ately due. The departnent
shal |l assess interest, but not penalties, on the credited 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 enploynment security departnent shall provide to the
departnment of revenue such information needed by the departnent of
revenue to verify eligibility under this section

~-- END ---
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