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SUBSTI TUTE SENATE BI LL 6323

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

By Senate Ways & Means (originally sponsored by Senators Kilner,
Ki ng, Kastama, Shin, and Rasnussen)

READ FI RST TI ME 02/ 28/ 08.

AN ACT Relating to inproving the effectiveness of tax incentives
for eligible business projects in rural counties and community
enpower nent zones; anendi ng RCW 82.62. 010, 82.62.030, and 82.62. 045;
creating a new section; and providing an effective date.

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

Sec. 1. RCWB82.62.010 and 2007 ¢ 485 s 1 are each anended to read
as follows:

Unl ess the context clearly requires otherwise, the definitions in
this section apply throughout this chapter.

(1) "Applicant" nmeans a person applying for a tax credit under this
chapter.

(2) "Departnment" neans the departnent of revenue.

(3) "Eligible area” neans an area as defined in RCW82. 60. 020.

(4)(a) "Eligible business project” nmeans manufacturing or research
and devel opnent activities which are conducted by an applicant in an
eligible area at a specific facility, provided the applicant's average
qualified enploynent positions at the specific facility wll be at
| east ((#+fteen)) ten percent greater in the four consecutive ful
cal endar quarters after the calendar quarter during which the first
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qualified enploynent position is filled than the applicant's average
qualified enploynent positions at the sane facility in the four
consecutive full calendar quarters imredi ately preceding the cal endar
quarter during which the first qualified enploynent position is filled.

(b) "Eligible business project” does not include any portion of a
busi ness project undertaken by a Iight and power business as defined in
RCW 82.16.010(5) or that portion of a business project creating
qualified full-tinme enploynent positions outside an eligible area.

(5) "First qualified enploynent position" nmeans the first qualified
enpl oynent position filled for which a credit under this chapter is
sought..

(6) "Manufacturing” neans the sane as defined in RCW 82.04.120
"Manuf acturing" also includes conputer programm ng, the production of
conputer software, and other conputer-related services, and the
activities performed by research and devel opnent |aboratories and
commercial testing | aboratories.

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

(8)(a)(i) "Qualified enploynent position" neans a permanent full -
time enployee enployed in the eligible business project during four
consecutive full cal endar quarters.

(i1) For seasonal enployers, "qualified enploynent position"” also
i ncludes the equivalent of a full-time enployee in work hours for four
consecutive full cal endar quarters.

(b) For purposes of this subsection, "full time" neans a nornal
wor k week of at least thirty-five hours.

(c) Once a permanent, full-tinme enployee has been enployed, a
position does not cease to be a qualified enploynent position solely
due to periods in which the position goes vacant, as |long as:

(i) The cunul ative period of any vacancies in that position is not
nmore than one hundred twenty days in the four-quarter period; and

(i) During a vacancy, the enployer is training or actively
recruiting a replacenent permanent, full-tinme enployee for the
position.

(9) "Recipient" nmeans a person receiving tax credits under this
chapter.

(10) "Research and devel opnment” neans the devel opnent, refinenent,
testing, marketing, and commercialization of a product, service, or
process before comercial sales have begun. As wused in this
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subsection, "commercial sales" excludes sales of prototypes or sales
for market testing if the total gross receipts fromsuch sales of the
product, service, or process do not exceed one mllion dollars.

(11) "Seasonal enpl oyee" neans an enpl oyee of a seasonal enpl oyer
who works on a seasonal basis. For the purposes of this subsection and
subsection (12) of this section, "seasonal basis" neans a continuous
enpl oynent period of |ess than twelve consecutive nonths.

(12) "Seasonal enployer"” nmeans a person who regularly hires nore
than fifty percent of its enployees to work on a seasonal basis.

Sec. 2. RCWB82.62.030 and 2007 c 485 s 3 are each anended to read
as follows:

(1) (a) A person shall be allowed a credit agai nst the tax due under
chapter 82.04 RCWas provided in this section. The credit shall equal:
(i) Four thousand dollars for each qualified enploynent position with
wages and benefits greater than forty thousand dollars annually that is
directly created in an eligible business project and (ii) two thousand
dollars for each qualified enploynent position with wages and benefits
| ess than or equal to forty thousand dollars annually that is directly
created in an eligible business project.

(b) For purposes of calculating the anount of credit under (a) of
this subsection with respect to qualified enploynent positions as
defined in RCW 82.62.010(8)(a)(ii):

(1) I'n determ ning the nunber of qualified enploynent positions, a
fractional amount is rounded down to the nearest whol e nunber; and

(ii) Wages and benefits for each qualified enploynent position
shall be equal to the quotient derived by dividing: (A The sum of the
wages and benefits earned for the four consecutive full calendar
quarter period for which a credit under this chapter is earned by al
of the person's new seasonal enployees hired during that period; by (B)
t he nunber of qualified enploynment positions plus any fractional anount
subject to rounding as provided under (b)(i) of this subsection. For
purposes of this chapter, a credit is earned for the four consecutive
full calendar quarters after the calendar quarter during which the
first qualified enploynent position is filled.

(2) The departnent shall keep a running total of all credits
al l oned under this chapter during each fiscal year. The depart nent
shall not allow any credits which would cause the total to exceed
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((seven)) nine mllion ((Hve-hundredthousand)) dollars in any fiscal
year. If all or part of an application for credit is disallowed under
this subsection, the disallowed portion shall be carried over to the
next fiscal year. However, the carryover into the next fiscal year is
only permtted to the extent that the cap for the next fiscal year is
not exceeded.

(3) No recipient may use the tax credits to decertify a union or to
di spl ace existing jobs in any conmmunity in the state.

(4) The credit may be used agai nst any tax due under chapter 82.04
RCW and may be carried over until used. No refunds may be granted for
credits under this section.

Sec. 3. RCWB82.62.045 and 2007 c 485 s 4 are each anended to read
as follows:

(1) For the purposes of this section "eligible area"” also neans a
desi gnated communi ty enpower nent zone approved under RCW 43. 31C. 020.

(2) An eligible business project |ocated within an eligible area as
defined in this section qualifies for a credit under this chapter for
t hose enpl oyees who at the tine of hire are residents of the community
enpower ment zone in which the project is located, if the ((Hfteen))
ten percent threshold is net. As used in this subsection, "resident"
means the person makes his or her home in the conmunity enpowernent
zone. A mailing address alone is insufficient to establish that a
person is a resident for the purposes of this section.

(3) Al other provisions and eligibility requirenents of this
chapter apply to applicants eligible under this section.

NEW SECTION. Sec. 4. This act takes effect July 1, 2008.

NEW SECTION. Sec. 5. This act applies to tax credits acquired
under RCW 82.62. 030 prospectively only fromthe effective date of this
act .

~-- END ---
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