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SENATE BI LL 5864

St ate of WAshi ngt on 59th Legislature 2005 Regul ar Sessi on

By Senators Prentice, Schmdt, Esser, Shin, Berkey, Zarelli and
Rasnussen; by request of Departnent of Revenue and Departnment of
Communi ty, Trade, and Econom c Devel opnent

Read first time 02/10/2005. Referred to Commttee on Ways & Means.

AN ACT Rel ating to providing excise tax relief for nonmanufacturing
aer ospace busi nesses; adding a new section to chapter 82.08 RCW addi ng
a new section to chapter 82.12 RCW adding a new section to chapter
82.04 RCW providing an effective date; providing expiration dates; and
decl ari ng an energency.

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

NEW SECTION. Sec. 1. A new section is added to chapter 82.08 RCW
to read as foll ows:

(1) The tax levied by RCW 82.08.020 does not apply to sales of
conputer hardware, conputer peripherals, or software, not otherw se
eligible for exenption under RCW 82.08.02565 or 82.08.975, wused
primarily in the devel opnent, design, and engineering of commercial
ai rpl anes or conponents of such airplanes, or to sales of or charges
made for |abor and services rendered in respect to installing the
conput er hardware, conputer peripherals, or software. The exenption is
avail able only when the buyer provides the seller with an exenption
certificate in a form and manner prescribed by the departnent. The
seller shall retain a copy of the certificate for the seller's files.

(2) As used in this section:
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(a) "Commrercial airplane" and "conponent" have the neanings given
in RCW 82. 32. 550.

(b) "Peripheral s" includes keyboards, nonitors, nouse devices, and
ot her accessories that operate outside of the conputer, excluding
cables, conduit, wiring, and other simlar property.

(3) This section expires July 1, 2024.

NEW SECTION. Sec. 2. A new section is added to chapter 82.12 RCW
to read as foll ows:

(1) The provisions of this chapter do not apply in respect to the
use of conmputer hardware, conputer peripherals, or software, not
otherwi se eligible for exenption under RCW 82.12.02565 or 82.12.975,
used primarily in the developnent, design, and engineering of
commerci al airplanes or conponents of such airplanes, or to the use of
| abor and services rendered in respect to installing the conputer
har dwar e, conputer peripherals, or software.

(2) As used in this section:

(a) "Comercial airplane" and "conponent” have the neani ngs given
in RCW 82. 32. 550.

(b) "Peripheral s" includes keyboards, nonitors, nouse devices, and
ot her accessories that operate outside of the conputer, excluding
cables, conduit, wiring, and other simlar property.

(3) This section expires July 1, 2024.

NEW SECTION. Sec. 3. A new section is added to chapter 82.04 RCW
to read as foll ows:

(1) In conmputing the tax inposed under this chapter, a credit is
allowed for each person for qualified preproduction devel opnent
expendi tures occurring after the effective date of this section.

(2) The credit is equal to the anmpbunt of qualified preproduction
devel opnent expenditures of a person, nultiplied by the rate of 1.5
percent .

(3) The credit shall be taken against taxes due for the sane
calendar year in which the qualified preproduction devel opnent

expenditures are incurred. Credits may not be carried over. The
credit for each calendar year shall not exceed the anount of tax
ot herwi se due under this chapter for the cal endar year. Ref unds may

not be granted in the place of a credit.
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(4) Any person entitled to the credit provided in subsection (2) of
this section as a result of qualified preproduction devel opnment
conduct ed under contract may assign all or any portion of the credit to
the person contracting for the performance of the qualified
pr eproducti on devel opnent.

(5) Any person claimng the credit shall file an annual report in
a form prescribed by the departnent that shall include the anount of
the credit claimed, an estimate of the anticipated preproduction
devel opnent expenditures during the cal endar year for which the credit
is claimed, an estinmate of the taxable anmount for the cal endar year for
which the credit is clainmed, and any additional information the
departnment may require.

(6) The followi ng definitions apply throughout this section:

(a) "Aeronautics" nmeans the study of flight and the science of
bui | di ng and operating conmmercial aircraft.

(b) "Preproduction developnent” neans research, design, and
engi neering activities perfornmed in relation to the devel opnent of a
product, product |ine, nodel, or nodel derivative, including prototype
devel opnment, testing, and certification. The term includes the
di scovery of t echnol ogi cal i nformati on, t he transl ating of
technological information into new or inproved products, processes
techni ques, formulas, or inventions, and the adaptation of existing
products and nodels into new products or new nodels, or derivatives of
products or nodels. The term does not include manufacturing activities
or other production-oriented activities. The term does not include
surveys and studies, social science and humanities research, narket
research or testing, quality control, sale pronotion and service,
conputer software developed for internal use, and research in areas
such as inproved style, taste, and seasonal design.

(c) "Qualified preproduction developnent” neans preproduction
devel opnent perfornmed within this state in the field of aeronautics.

(d) "Qualified preproduction developnent expenditures" neans
oper ati ng expenses, including wages, conpensation of a proprietor or a
partner in a partnership as determned by the departnent, benefits
supplies, and conputer expenses, directly incurred in qualified
preproducti on devel opnent by a person claimng the credit provided in
this section. The termdoes not include anounts paid to a person other
than a public educational or research institution to conduct qualified
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preproducti on devel opnment. The term does not include capital costs and
overhead, such as expenses for |l|and, structures, or depreciable
property.

(e) "Taxable amount” neans the taxable anpbunt subject to the tax
inposed in this chapter required to be reported on the person's tax
returns for the cal endar year for which the credit is clained, |ess any
t axabl e amount for which a credit is allowed under RCW 82. 04. 440.

(7) Credit may not be clainmed for expenditures for which a credit
is clainmed under RCW 82. 04. 4452 or 82.04. 4461.

(8) This section expires July 1, 2024.

NEW SECTION. Sec. 4. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
July 1, 2005.

~-- END ---
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