©O© 00 N O Ol W NP

W W WWWWWNDNNNNNMNNMNNNMNNNNRRRRERRRRERRPR
OO O A W NP O OO NO UGG A WNP O OOLONOO OGP~ WDNDPRELO

1821 AMH THOB LONG 179

HB 1821 - H AMD 325 ADOPTED 3-18-97
By Representative B. Thonmas

On page 11, after line 11, insert:

"Sec. 12. RCW 82.04.4452 and 1994 sp.s. ¢ 5 s 2 are each
anmended to read as foll ows:

(1) Inconmputing the tax i nposed under this chapter, a credit
is allowed for each person whose research and devel opnent spendi ng
during the year in which the credit is claimed exceeds 0.92 percent
of the person’s taxable anount during the sane cal endar year.

(2) The credit is equal to the greater of the anpount of
qualified research and devel opnent expenditures of a person or
ei ghty percent of anounts received by a person other than a public
educational or research institution in conpensation for the conduct
of qualified research and devel opnent, nultiplied by the rate ((ef
0-515—pereent)) provided in RCW 82.04.260(5) in the case of a
nonprofit corporation or nonprofit association engagingwthinthis
state in research and devel opnent, and ((2-5—pereent)) the rate
provided in RCW82.04.290(2) for every other person.

(3) Any person entitled to the credit provided in subsection
(2) of this section as a result of qualified research and
devel opment conducted under contract may assign all or any portion
of the credit to the person contracting for the perfornmance 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 agai nst taxes
due for the same cal endar year in which the qualified research and
devel opment 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 |esser of two mllion
dollars or the anpunt of tax otherw se due under this chapter for
t he 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 opnment spendi ng during the cal endar year in which
the credit is clained fails to exceed 0.92 percent of the person’s
t axabl e anmount during the sane cal endar year shall be liable for
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paynent of the additional taxes represented by the anmount 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
per son who perfornmed the qualified research and devel opnent subj ect
tothe limtations set forth in subsection (4) of this section.

(6) Any person claimng the credit, and any person assi gni ng
a credit as provided in subsection (3) of this section, shall file
an affidavit formprescribed by the departnent which shall include
the amount of the credit clainmed, an estimte of the anticipated
qual i fi ed research and devel opnent expendi tures during the cal endar
year for which the credit is clained, an estimate of the taxable
anount during the cal endar year for which the credit is clained,
and such additional information as the departnent may prescri be.

(7) A person claimng the credit shall agree to supply the
departnment with information necessary to neasure the results of the
tax credit program for qualified research and devel opnent
expendi t ur es.

(8) The departnent shall use the information required under
subsection (7) of this section to performthree assessnents on the
tax credit program authorized under this section. The assessnents
will 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 shall neasure the effect of the program on job
creation, the nunber of jobs created for Washington residents,
conpany  grow h, the introduction of new products, t he

diversification of the state’s econony, growh in research and
devel opnment investnent, the novenent of firnms or the consolidation
of firnms’ operations into the state, and such other factors as the
departnment sel ects.

(9) For the purpose of this section:

(a) "Qualified research and devel opnent expenditures” neans
oper ati ng expenses, including wages, conpensation of a proprietor
or a partner in a partnership as determ ned under rul es adopted by
t he departnent, benefits, supplies, and conputer expenses, directly
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incurred in qualified research and devel opnent by a person cl ai m ng
the credit provided in this section. The term does not include
anpunts paid to a person other than a public educational or
research institution to conduct qualifiedresearch and devel opnent.
Nor does the term include capital costs and overhead, such as
expenses for land, structures, or depreciable property.

(b) "Qualified research and devel opnment" shall have the sane
meani ng as in RCW 82. 63. 010.

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

(d) "Taxabl e amount” neans the taxabl e anbunt 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 anmpbunt for which a credit is allowed
under RCW 82. 04. 440.

(10) This section shall expire Decenber 31, 2004."

Renunber sections consecutively, correct any internal
references accordingly, and correct the title.

EFFECT: The rates provided in the high technology B&O tax
credit are reduced to 0.484 percent for nonprofit
organi zations and to 1.5 percent for other eligible firmns.



