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SUBSTI TUTE SENATE BI LL 6752

St ate of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on

By Senate Econom c Developnent, Trade & Managenent (originally
sponsored by Senators Kastama, Shin, and Hatfield)

READ FI RST TI ME 02/ 08/ 08.

AN ACT Relating to providing new market devel opnment tax credits
amendi ng RCW 48.12. 020 and 82.32.010; reenacting and anending RCW
82.32.590 and 82.32.600; adding new sections to chapter 48.14 RCW
adding a new section to chapter 82.32 RCW adding a new chapter to
Title 82 RCW and providing an expiration date.

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

NEW SECTION. Sec. 1. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Applicable percentage" neans zero percent for each of the
first two credit allowance dates, twelve percent for the third and
fourth credit allowance dates, and fifteen percent for the fifth credit
al l owance date.

(2) "Credit allowance date" neans with respect to any qualified
equity investnent:

(a) The date on which the investnent is initially made; and

(b) Each of the six anniversary dates of such date thereafter

(3) "Departnment” neans the departnent of revenue.

(4) "Direct tracing" neans the tracking, by generally accepted
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accounting principals, of the proceeds of qualified equity investnents
into qualified | owincome community investnents.

(5) "Long-term debt security" means any debt instrunment issued by
a qualified community devel opnent entity, at par value or a prem um
with an original maturity date of at |east seven years fromthe date of
its issuance, with no acceleration of repaynent, anortization, or
prepaynent features prior to its original maturity date, and with no
di stribution, paynent , or I nt er est features related to the
profitability of the qualified community developnent entity or the
performance of the qualified conmmunity devel opment entity's investnent
portfolio. The holder of a long-term debt security shall not be
limted in the ability to accel erate paynents on the debt instrunment in
situations where the issuer has defaulted on covenants designed to
ensure conpliance with this act or section 45D of the internal revenue
code of 1986, as anended.

(6) "Person" has the neaning given in RCW 82.04. 030.

(7) "Purchase price" nmeans the anmpbunt paid to the issuer of a
qualified equity investnent for the qualified equity investnent.

(8) "Qualified active |owinconme community business” has the sane
meaning as provided in section 45D of the internal revenue code of
1986, as anended, but any business that derives or projects to derive
fifteen percent or nore of its annual revenue fromthe rental or sale
of real estate is not a qualified active |owincone conmunity business.

(9) "Qualified community devel opnent entity" has the sanme neani ng
as provided in section 45D of the internal revenue code of 1986, as
anmended. The entity nust have entered into an allocation agreenent
with the conmmunity developnment financial institutions fund of the
United States treasury departnment with respect to credits authorized by
section 45D of the internal revenue code of 1986, as anended. The
al l ocation agreenent nust include the state of Washington within the
defined service area.

(10) "Qualified equity investnent"” nmeans any equity investnent in,
or long-termdebt security issued by, a qualified community devel opnent
entity that:

(a) Is acquired after the effective date of this section as an
original issuance solely in exchange for cash

(b) Has at |least eighty-five percent of its cash purchase price
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used by the issuer to nmake qualified | owincone community investnents;
and

(c) Is designated by the issuer as a qualified equity investnment
under this subsection and is certified by the departnent as neeting the
specifications contained in subsection (5) of this section.

"Qualified equity investnment"” includes any otherw se qualified
equity investnment that does not qualify under (a) of this subsection if
such an investnent was a qualified equity investnent in the hands of a
prior hol der.

(11) "Qualified |l owincome conmunity investnent" neans any capital
or equity investnent in, or loan to, any qualified active |owincone
community busi ness. Wth respect to any one qualified active
| ow-i ncome community business, the maxinmum anmount of qualified
| ow-i ncone community investnents nmade in that business, on a collective
basis with all of its affiliates, is five mllion dollars whether
issued to one or several qualified community devel opnent entities.

(12) "Recipient"” means a person receiving a tax credit under this
chapter.

NEW SECTION. Sec. 2. (1) Subject to the limtations in this
chapter, a person making a qualified equity investnent is allowed a
credit against the tax due under chapter 82.04 RCWduring the taxable
year including the credit allowance date.

(2) The credit is equal to the applicable percentage nmultiplied by
the purchase price paid to the issuer of the qualified equity
i nvest nent .

(3) The ampunt of the credit allowed may not exceed the anpunt of
the recipient's state tax liability for the tax year for which the tax
credit is clained.

NEW SECTION. Sec. 3. A credit clainmed under this section is not
refundable or saleable on the open narket. Credits earned by a
partnership, Ilimted Iliability conpany, S-corporation, or other
pass-through entity nay be allocated to the partners, nenbers, or
sharehol ders of such an entity for their direct use in accordance with
any agreenent anong the partners, nenbers, or sharehol ders. Any anount
of credit that a recipient is prohibited fromclaimng in a taxable
year may be carried forward for five subsequent taxable years.
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NEW SECTION. Sec. 4. The departnent shall limt the nonetary
anount of qualified equity investnents permtted under this chapter to
a level necessary to limt tax credit utilization at no nore than seven
mllion five hundred thousand dollars of tax credits in any fisca
year. This limtation on qualified equity investnents is based on the
anticipated utilization of credits wthout regard to the potential for
recipients to carry forward credits to |later tax years.

NEW SECTION. Sec. 5. The issuer of a qualified equity investnent
shall certify to the departnent the anticipated dollar anmount of the
investnments to be made in this state during the first twelve-nonth
period followng the initial credit allowance date. |[If on the second
credit allowance date, the actual dollar amount of the investnents is
different than the ampunt estimated, the departnment shall adjust the
credits arising on the second allowance date to account for such a
di fference.

NEW SECTION. Sec. 6. (1) When the proceeds of a qualified equity
investnment are invested conpletely in qualified |owincone community
i nvestnents in Washi ngton state, the purchase price, for the purpose of
calculating the credit created by this chapter, is one hundred percent
of the qualified equity investnment, regardless of the |ocation of
investnments made wth the proceeds of other qualified equity
i nvestnents issued by the sane community devel opnent entity.

(2) To the extent a portion of a qualified equity investnent is not
invested in Washington state, the purchase price nust be reduced by the
sane ratio wthout regard to the location of investnents made wth
proceeds of other qualified equity investnents issued by the sane
comunity devel opnent entity. The burden is on the comunity
devel opment entity to establish the extent to which the qualified
equity investnents are fully invested in Washington state, either by
establishing that the comunity developnent entity itself invests
exclusively in Washington state, or otherw se establishing, through
direct tracing, the portion of a qualified equity investnent invested
solely in Washi ngton state.

NEW SECTION. Sec. 7. The departnment shall recapture the credit
al l oned under this section when:
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(1) Any anount of the federal tax credit available with respect to
a qualified equity investnment that is eligible for a tax credit under
this section is recaptured under section 45D of the internal revenue
code of 1986, as anended. In such a case, the departnent's recapture
shall be proportionate to the federal recapture with respect to such a
qualified equity investnent; or

(2) Except under section 8 of this act, the issuer redeens or nakes
princi pal repaynent with respect to a qualified equity investnent prior
to the seventh anniversary of the issuance of the qualified equity
i nvest nent . In such a case, the departnent's recapture shall be
proportionate to the anount of the redenption or repaynent with respect
to such a qualified equity investnent.

NEW SECTION. Sec. 8. Notwithstanding section 7(2) of this act, an
investnent is considered held by an issuer even when the investnent has
been sold or repaid, if the issuer reinvests an anount equal to the
capital returned to or recovered by the issuer from the original
i nvestnent, exclusive of any profits realized, in another qualified
| ow-i ncome community investnent within twelve nonths of the receipt of
the capital. An issuer is not required to reinvest capital returned
from qualified lowincome comunity investnents after the sixth
anniversary of the issuance of the qualified equity investnent, the
proceeds of which were used to nake the qualified | owincone community
investnment, and the qualified |owincome community investnent 1is
considered held by the issuer through the seventh anniversary of the
qualified equity investnent's issuance.

NEW SECTION. Sec. 9. The departnent may adopt rules to inplenent
this chapter and to admnister the allocation of tax credits issued for
qualified equity investnents, which the departnent shall allocate on a
first-cone, first-serve basis.

NEW SECTION. Sec. 10. This chapter does not preclude a taxpayer
who makes a qualified equity investnent prior to the expiration of
authority to make qualified equity investnments from claimng tax
credits relating to such a qualified equity investnment for each
applicable credit allowance date.
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Sec. 11. RCW48.12.020 and 1982 c¢ 218 s 1 are each anmended to read
as follows:

In addition to assets inpliedly excluded under RCW 48. 12. 010, the
foll owi ng expressly shall not be allowed as assets in any determ nation
of the financial condition of an insurer:

(1) Goodw I, except in accordance with regul ations prescribed by
t he conm ssioner, trade nanes, agency plants and other |ike intangible
asset s.

(2) Prepaid or deferred charges for expenses and conm ssions paid
by the insurer.

(3) Advances to officers (other than policy loans or |oans made
pursuant to RCW 48.07.130), whether secured or not, and advances to
enpl oyees, agents and ot her persons on personal security only.

(4) Stock of such insurer, owned by it, or any equity therein or
| oans secured thereby, or any proportionate interest in such stock
t hrough the ownership by such insurer of an interest in another firm
corporation or business unit.

(5) Furniture, furnishings, fixtures, safes, equipnent, vehicles,
library, stationery, literature, and supplies; except, electronic and
mechani cal machi nes aut hori zed by subsection (11) of RCW48.12.010, or
such personal property as the insurer is permtted to hold pursuant to
par agraph (e) of subsection (2) of RCWA48.13.160, or which is acquired
through foreclosure of chattel nortgages acquired pursuant to RCW
48.13. 150, or which is reasonably necessary for the naintenance and
operation of real estate lawfully acquired and held by the insurer
other than real estate used by it for hone office, branch office, and
sim |l ar purposes.

(6) The anmount, if any, by which the aggregate book value of
investnments as carried in the | edger assets of the insurer exceeds the
aggregate val ue thereof as determ ned under this code.

(7) Any debt instrunment and any equity investnent in or long-term
debt security issued by a qualified community developnent entity as
defined in section 1 of this act.

(8) Any capital or equity investnent in, or loan to, any qualified
active |l owinconme conmmunity business.

NEW SECTION. Sec. 12. A new section is added to chapter 48.14 RCW
to read as foll ows:
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(1) A qualified investor who is an insurer as defined under RCW
48.01.050 with tax liabilities in Washi ngton state under RCW 48. 14. 020
may claima credit against the investor's state premumtax liability
for qualified equity investnments, subject to chapter 82.-- RCW
(sections 1 through 10 of this act) and this chapter.

(2) The definitions in section 1 of this act apply to this section
and sections 13 through 15 of this act.

(3) Aqualified investor taking the state premumtax credit under
this section is subject to all the requirenents of chapter 82.32 RCW
The state premum tax credit, which my be applied against state
premum tax liability in any one tax year, may not exceed the state
premumtax liability of the qualified investor for that tax year. Any
anount of credit that a recipient is prohibited from claimng in a
taxabl e year may be carried forward for five subsequent taxable years.
The investnent nmade by a qualified investor under this section is
subject to chapters 48.12 and 48. 13 RCW

(4) A qualified investor claimng a state premum tax credit
against state premumtax liability earned through a qualified equity
investnent is not required to pay any additional retaliatory tax |evied
under RCW 48.14.040 as a result of claimng that state prem um tax
credit.

(5 A qualified investor is not required to reduce the anount of
tax subject to the state premum tax liability included by the
qualified investor in connection with rate making for any insurance
contract witten in Washi ngton because of a reduction in the qualified
investor's tax liability based on the state premumtax credit allowed
under this section.

(6) A qualified investor, or a subsequent transferee, nmay only
transfer tax credits earned under this section to an affiliate, unless
the state premumtax liability of the qualified investor in the year
i mmedi ately precedi ng the proposed transfer is | ess than seventy-five
percent of the qualified investor's state premumtax liability for the

tax year in which it earned the vested premum tax credit. No
qualified investor may nake nore than one transfer in any cal endar
year. Any transfer or sale does not affect the time schedule for

claimng the state premumtax credits. Any state premiumtax credits
recaptured under this section are the liability of the qualified
investor that actually clained the state premum tax credits. Al

p. 7 SSB 6752



© 00 N O Ol WDN P

10
11
12
13
14
15
16
17
18
19
20
21
22

23
24
25
26
27
28
29
30
31

32
33
34

transfers of state premum tax credits nust be tracked and reported,
using a form approved by the conm ssioner, to ensure the proper
collection of state prem umtaxes.

(7) If the taxes paid by a qualified investor with respect to its
state premumtax liability constitute a credit against any other tax
which is inposed by Washi ngton state, the qualified investor's credit
against the other tax is to be reduced by virtue of the reduction in
the qualified investor's tax liability based on the state prem umtax
credit allowed under this section.

NEW SECTION. Sec. 13. A new section is added to chapter 48.14 RCW
to read as foll ows:

An insurance conpany or affiliate of an insurance conpany may not,
directly or indirectly:

(1) Beneficially own, whether through rights, options, convertible
interests, or otherw se, nine percent or nore of the voting securities
or other voting ownership interest of a qualified community devel opnent
entity through which it makes a qualified |owincome community
i nvest nment ;

(2) Manage a qualified community devel opnent entity through which
it makes a qualified | owincone comunity investnent; or

(3) Control the direction of investnments for an investnment nade
through a qualified community devel opnent entity.

NEW SECTION. Sec. 14. A new section is added to chapter 48.14 RCW
to read as foll ows:

The comm ssioner shall limt the nonetary anmount of qualified
equity investnents permtted under this chapter to a | evel necessary to
[imt premumtax credit utilization at no nore than seven mllion five
hundred thousand dollars of tax credits in any fiscal year. Thi s
limtation on qualified equity investnents is based on the antici pated
utilization of credits without regard to the potential for recipients
to carry forward credits to |later tax years.

NEW SECTION. Sec. 15. A new section is added to chapter 48.14 RCW
to read as foll ows:
The comm ssioner may adopt rules to inplenent this chapter and to

SSB 6752 p. 8



w N

©O© 00 N o o b

10
11
12

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

adm ni ster the allocation of premumtax credits issued for qualified
equity investnents, which the conm ssioner shall allocate on a
first-cone, first-serve basis.

Sec. 16. RCW 82.32.010 and 1998 c¢c 304 s 12 are each anended to
read as foll ows:

The provisions of this chapter shall apply wth respect to the
taxes inposed under chapters 82.04 through 82.14 RCW under RCW
82. 14B. 030(3), wunder chapters 82.16 through 82.29A RCW ((eft—this
t+t++e)), under chapter 84.33 RCW under chapter 82.-- RCW (sections 1
through 10 of this act), under sections 12 through 15 of this act, and
under other titles, chapters, and sections in such manner and to such
extent as indicated in each such title, chapter, or section.

NEW SECTION. Sec. 17. A new section is added to chapter 82.32 RCW
to read as foll ows:

(1) An investor who clains an exenption under chapter 82.-- RCW
(sections 1 through 10 of this act) or sections 12 through 15 of this
act shall make an annual report to the departnent detailing enploynent,
wages, and enpl oyer-provided health and retirenent benefits per |ob
The report nust not include nanes of enployees. The report nust al so
detail enploynment by the total nunber of full-tine, part-tine, and
tenporary positions. The first report filed under this section nust
i ncl ude enpl oynent, wage, and benefit information for the twelve-nonth

period imedi ately before the first use of the tax exenption. The
report is due by Mirch 31st followng any year in which the tax
exenption is taken. This information is not subject to the

confidentiality provisions of RCW82.32.330 and nmay be disclosed to the
public upon request.

(2) Wen an investor fails to submt an annual report wunder
subsection (1) of this section, the departnent shall declare the anount
of taxes exenpted for that year immediately due and payabl e. Exci se
t axes payabl e under this subsection are subject to interest under this
chapter. Information concerning a failure to report wunder this
subsection is exenpt from the confidentiality provisions of RCW
82.32.330 and may be discl osed upon request.
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Sec. 18. RCW82.32.590 and 2006 ¢ 354 s 17, 2006 c 300 s 10, 2006
c 177 s 8, 2006 ¢ 112 s 7, and 2006 c 84 s 7 are each reenacted and
anmended to read as foll ows:

(1) If the departnent finds that the failure of a taxpayer to file
an annual survey or annual report under RCW 82.04.4452, 82.32.5351
82. 32. 650, 82. 32. 635, 82. 32. 640, 82. 32. 630, 82.32. 610, ((er))
82.74.040, or section 17 of this act by the due date was the result of
ci rcunst ances beyond the control of the taxpayer, the departnent shal
extend the tinme for filing the survey or report. Such extension shal
be for a period of thirty days fromthe date the departnent issues its
witten notification to the taxpayer that it qualifies for an extension
under this section. The departnent may grant additional extensions as
it deens proper.

(2) I'n making a determ nati on whether the failure of a taxpayer to
file an annual survey or annual report by the due date was the result
of circunstances beyond the control of the taxpayer, the departnent
shal |l be guided by rules adopted by the departnent for the waiver or
cancel l ati on of penalties when the underpaynent or untinely paynent of
any tax was due to circunstances beyond the control of the taxpayer.

Sec. 19. RCW82.32.600 and 2007 ¢ 54 s 23 and 2007 c 54 s 22 are
each reenacted and anmended to read as foll ows:

(1) Persons required to file annual surveys or annual reports under
RCW 82.04. 4452 ((er)), 82.32.5351, 82.32.610, 82.32.630, 82.32.635,
82. 32. 640, ((er)) 82.74.040, or section 17 of this act nust
electronically file wwth the departnent all surveys, reports, returns,
and any other fornms or information the departnent requires in an
el ectronic format as provided or approved by the departnent. As used
in this section, "returns" has the sanme neaning as "return" in RCW
82. 32. 050.

(2) Any survey, report, return, or any other form or information
required to be filed in an electronic format under subsection (1) of
this section is not filed until received by the departnent in an
el ectronic format.

(3) The departnent may waive the electronic filing requirenent in
subsection (1) of this section for good cause shown.

SSB 6752 p. 10



1 NEW SECTION. Sec. 20. Sections 1 through 10 of this act
2 constitute a new chapter in Title 82 RCW

3 NEW SECTION. Sec. 21. This act expires July 1, 2012.

~-- END ---

p. 11 SSB 6752



	Section 1.
	Section 2.
	Section 3.
	Section 4.
	Section 5.
	Section 6.
	Section 7.
	Section 8.
	Section 9.
	Section 10.
	Section 11.
	Section 12.
	Section 13.
	Section 14.
	Section 15.
	Section 16.
	Section 17.
	Section 18.
	Section 19.
	Section 20.
	Section 21.

