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[bookmark: SLCODTW:29323.35]Commercial Textile Rental Companies Are Processors of Waste Fibers Using Large Machines for Recycling Purposes

Machinery & Equipment Used By Commercial Textile Rental Companies Qualifies For a Manufacturing Tax Credit

Proposal: Add SIC Codes 7218 (Industrial Launderers) and 7213 (Linen Supply) to Qualifying List for Manufacturing Tax Credit

TRSA members operate capital intensive industrial laundries.  These companies own and rent textiles for a single use, then pick up and recycle the textiles into a hygienically clean state for subsequent rental and use.   These textiles include linen, uniforms, shop towels, medical gowns and scrubs, towels, and wash cloths.  Member companies ensure that the textiles meet all OSHA, FDA, EPA, JCAHO, DOR, DOT and industry-specific standards and accreditations for the manufacturing, food processing, public utilities, energy, pharmaceutical, healthcare, restaurant, and hospitality sectors.
TRSA members believe that their activities qualify for the manufacturing tax credit under the current definition of “manufacturing property” which specifically includes “processors of waste paper, fibers or plastics using large machines for recycling purposes.”  See Wis. Stat. § 70.995(2)(y).   

ACTION: Add SIC Codes 7218 (Industrial Launderers) and 7213 (Linen Supply) to the list of classifications that qualify prima facie as manufacturing property.

Wisconsin relies on an outdated system for classifying businesses for regulatory and taxation purposes known as the Standard Industrial Classification (SIC) code. This codification system was created in the 1930s but has not been updated since 1987.  The advance of technology and ever-changing market demand has fundamentally altered how the textile rental industry sector operates.  For the reasons described below, TRSA believes that commercial textile rental companies already qualify for the manufacturing credit.  However, to simplify the application process, clarify the administrative application of the credit and avoid controversy, TRSA believes that SIC Codes SIC 7218 (Industrial Launderers) and 7213 (Linen Supply) should be explicitly added to the list of manufacturing property classifications in Wis. Stat. § 70.995(2).

BACKGROUND:  A Wisconsin corporation may claim a corporate income/franchise tax credit of 7.5% of “qualified production activities income” each year. Qualified production activities income is income from eligible qualified production activities, including manufacturing.
Under the Wisconsin property tax classifications, “manufacturing” property includes real property “used in manufacturing, assembling, processing, fabricating, making or milling tangible personal property for profit.”  Manufacturing property also “includes warehouses, storage facilities and office structures when the predominant use of the warehouses, storage facilities or offices is in support of the manufacturing property.”  Wis. Stat. § 70.995(1)(a).

Significantly, certain property is defined as prima facie manufacturing property eligible for the manufacturing credit if it is either included in specified SIC Codes (1987 edition) or otherwise specifically identified within the definition of manufacturing property.. Wis. Stat. § 70.995(2) (emphasis added). 

Commercial textile rental companies are generally classified as SIC Codes 7213 and 7218, which are not on the prima facie list. However, the current definition of “manufacturing property” specifically includes “processors of waste paper, fibers or plastics using large machines for recycling purposes.”  See Wis. Stat. § 70.995(2)(y). 

While there is no Wisconsin guidance or authority on the meaning of “processors of waste paper, fibers or plastics using large machines for recycling purposes[,]” TRSA members believe that commercial textile rental businesses are in the business of processing fibers using large machines for recycling purposes.  Commercial textile rental companies process otherwise unusable fiber-based textiles into hygienically clean textiles ready for another use. This is accomplished using large, expensive, sophisticated machines and processes to recycle the soiled or contaminated fiber textiles into hygienically clean textiles available for reuse. Textile rental companies reduce the amount of solid waste generated through their recycling processes.

Textile rental companies process fibers using large machines and controlled, sophisticated and monitored industrial processes in order to recycle contaminated single use textiles into hygienically clean reusable textiles.

· Textile rental companies provide single use textiles to their customers.
· Once used, the textiles are contaminated; contaminated textiles must be recycled into hygienically clean textiles available for reuse.
· A highly controlled, sophisticated and monitored industrial process is used to recycle the textiles into hygienically clean textiles available for reuse.
· Dozens of steps are required in the recycling process which adjust time, temperature, chemistry and mechanical action to convert the textile into a usable state.
· Process steps are specifically designed to recycle each type of textile and each type of contaminant.
· Processing is certified and monitored by external regulating agencies.

This tax relief will generate funds that can be used to address the following triple-bottom-line challenges in our industry:

· Social impact: Continue to increase wages and bolster benefits to create and maintain good-paying jobs in Wisconsin for both skilled and unskilled workers.
· Economic impact: Purchase new machinery, equipment and technologies that will increase productivity and add capacity for future growth and reinvestment in our communities while minimizing our carbon footprint through lower energy usage and improved efficiency.
· Environmental impact: Reinvest in new technologies to lower the costs of providing efficient, recyclable, and reusable textiles to Wisconsin businesses as sustainable alternatives to disposable products that end up in landfills throughout the state.
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