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S-3535.1

SENATE BI LL 6309

St ate of WAshi ngt on 58th Legislature 2004 Regul ar Session
By Senator Benton

Read first time 01/16/2004. Referred to Committee on Econonic
Devel opnent .

AN ACT Relating to providing a business and occupation tax credit
for progranmm ng and manufacturing software in rural counties; adding a
new section to chapter 82.04 RCW and providing an expiration date.

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

NEW SECTION. Sec. 1. A new section is added to chapter 82.04 RCW
to read as foll ows:

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

(2) A person who partially or totally relocates a business from one
rural county to another rural 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 fromone county to the other.

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

(b) If an activity is conducted both from a rural county and
outside of a rural county, the credit is available if at |east ninety

p. 1 SB 6309



© 00 N O Ol WDN P

W W W W W W W W WNDNDNDNDDDNDNDNDNDNMDNMNDNNNMNMNdNMNPEPEPRPPRPPRPERPRPRPRPRPRPRERPR
0O N Ol WNPEFP O OOWwNOD OoPMWNEPEOOMOWwWNOO O wDNNEeR.Oo

percent of the qualifying activity is conducted within a rural county.
If the qualifying activity is a service taxable activity, the place
where the work is perforned is the place at which the activity is
conduct ed.

(4)(a) The credit under 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 naintained over the subsequent
consecutive years, up to four years. The county nust neet the
definition of a rural county at the tinme the position is filled. | f
the county does not have a rural county status the follow ng year or
years, the position is still eligible for the remaining years if all
ot her 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
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 for that calendar year. |If it is
filled after June 30th, this position is eligible for half of the
credit for that cal endar year.

(d) A person that has engaged in qualifying activities in the rural
county before August 1, 1999, qualifies for the credit under this
section for positions created and filled after August 1, 1999.

(5 No application is necessary for the tax credit. The person
must keep records necessary for the departnent to verify eligibility
under this section. This information includes information relating to
description of qualifying activity conducted in the rural county and
outside the rural county by the person as well as detailed records on
positions and enpl oyees.

(6) If at any time the departnment finds that a person is not
eligible for tax credit under this section, the amount of taxes for
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which a credit has been clained shall be imediately due. The
department 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
shall 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 may be used agai nst any tax due
under this chapter, but in no case nay a credit earned during one
cal endar year be carried over to be credited against taxes incurred in
a subsequent cal endar vyear. 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 RCW 82.04.4457. No refunds nmay be granted for credits
under this section.

(8) A person taking tax credits under this section shall make an
annual report to the departnent. The report shall be in a letter form
and shall include the followng information: Nunmber of positions for
which credit is being clainmed, type of position for which credit is
bei ng clained, type of activity in which the person is engaged in the
county, how long the person has been located in the county, and
t axpayer nanme and registrati on nunber. The report nust be filed by
January 30th of each year for which credit was clained during the
previous year. Failure to file a report will not result in the | oss of
eligibility under this section. However, the departnent, through its
research division, shall contact taxpayers who have not filed the
report and obtain the data fromthe taxpayer or assist the taxpayer in
the filing of the report, so that the data and informati on necessary to
measure the progranmis effectiveness i s naintained.

(9) Transfer of ownership does not affect credit eligibility.
However, the successive credits are available to the successor for
remai ning periods in the five years only if the eligibility conditions
of this section are net.

(10) As used in this section:

(a) "Manufacturing" nmeans the same as "to manufacture"” under RCW
82.04.120. Manufacturing includes the activities of both manufacturers
and processors for hire.
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(b) "Programm 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 a service under RCW 82.04.290(2) or as a retal
sal e under RCW 82. 04. 050.

(c) "Qualifying activity" mnmeans manufacturing of software or
pr ogr anmm ng.

(d) "Qualified enploynment position" neans a permanent full-tinme
position doing programm 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 enploynent, the enploynent position is
considered filled on a full-time basis if the enployer is either
training or actively recruiting a replacenent enployee. Full-tinme
means a position for at least thirty-five hours a week.

(e) "Rural county" nmeans a county with a popul ation density of |ess
t han one hundred persons per square nmle as determ ned by the office of
financi al managenent and publi shed each year by the departnent for the
period July 1st to June 30th.

(f) "Software" has the sane neaning as defined in RCW82.04. 215.

(11) No credit may be taken or accrued under this section on or
after January 1, 2004.

(12) This section expires January 1, 20009.

--- END ---
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