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SENATE BI LL 6346

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

By Senators Johnson, Prentice and Wnsley; by request of Departnent
of Revenue

Read first time 01/19/2004. Referred to Commttee on Ways & Means.

AN ACT Relating to the assessnent, collection, and adm nistration
of the taxes inposed under chapter 83.100 RCW anendi ng RCW 83. 100. 130,
83.100. 090, 83.100.210, 83.100.040, 83.100.150, 82.03.130, 82.03.180,
82.03. 190, 83.100.020, 83.100.110, 82.32.070, 82.32.105, and 82. 32. 265;
reenacting and anendi ng RCW 82. 32. 330; addi ng new sections to chapter
83.100 RCW <creating new sections; and repealing RCW 83.100. 045,
83.100. 030, 83.100.160, 83.100.170, 83.100.180, and 83.100.190.

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

NEW SECTION. Sec. 1. The legislature finds that significant
changes have been made in federal estate tax |aws. The legislature
finds these changes have conplicated the adm nistrati on of Washi ngt on
transfer taxes. This act is intended to allow the departnent of
revenue to nore equitably and efficiently adm nister the transfer taxes
i nposed under chapter 83.100 RCW

PART |
ADDI NG ADM NI STRATI VE PROVI SI ONS TO CHAPTER 83. 100 RCW
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NEW SECTION. Sec. 101. A new section is added to chapter 83.100
RCWto read as foll ows:

(1) The follow ng provisions of chapter 82.32 RCW have full force
and application with respect to the taxes inposed under this chapter
unless the context clearly requires otherw se: RCW 82.32.070(1),
82.32.090 (3) and (6), 82.32.100 (1) and (2), 82.32.105, 82.32.110
82.32.120, 82.32.130, 82.32.160, 82.32.170, 82.32.180, 82.32.190,
82.32.200, 82.32.210, 82.32.220, 82.32.230, 82.32.235, 82.32.237,
82.32.245, 82.32.265, 82.32.280, 82.32.310, 82.32.320, 82.32.330,
82.32. 340, 82.32.380, and 82.32.410.

(2) The periods of Ilimtation contained in RCW 83.100.090,
83.100. 130, and section 102 of this act apply in place of any peri ods
of limtation described in provisions of chapter 82.32 RCW applicable
to this chapter.

(3) Unless the context clearly requires otherwi se, the definitions
in RCW 83.100.020 have full force and application with respect to
provi sions of chapter 82.32 RCWapplicable to this chapter.

NEW SECTION. Sec. 102. A new section is added to chapter 83.100
RCWto read as foll ows:

(1) If upon exam nation of any returns or from other information
obtained by the departnent it appears that a tax or penalty has been
paid | ess than that properly due, the departnment shall assess agai nst
the taxpayer such additional anobunt found to be due and shall add
interest as provided in RCW 83.100. 070. The departnment shall notify
t he taxpayer by mail of the additional anobunt and the additional anount
shal | becone due and shall be paid wthin thirty days fromthe date of
the notice, or within such further tinme as the departnent may provide.

(2) No assessnment or correction of an assessnent for additiona
taxes, penalties, or interest due may be nmade by the departnent nore
than four years after the close of the calendar year in which a return
is due, except upon a showing of fraud or of msrepresentation of a
material fact by the taxpayer or as provided under subsection (3) or
(4) of this section.

(3) For persons liable for tax under RCW 83. 100. 120, the period for
assessnment or correction of an assessnent shall extend an additiona
three years beyond the period described in subsection (2) of this
section.
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(4) Upon a request by the departnent, a taxpayer may extend the
periods of limtation under subsection (2) or (3) of this section by
executing a witten waiver of the periods of limtation. The execution
of the waiver shall also extend the period for making a refund as
provi ded in RCW 83. 100. 130.

Sec. 103. RCW 83.100.130 and 1997 ¢ 157 s 6 are each amended to
read as foll ows:

(1) ((Whenever)) If, upon receipt of an application by a taxpayer
for a refund or upon an examnation of the returns or records of any
person, the departnent determ nes that a ((persenr+eguiredtoFitethe
federal—return)) taxpayer has, within the periods for assessnent under
section 102 of this act, overpaid the tax, penalties, or interest due
under this chapter, the departnment shall refund the amount of the
overpaynent, together with interest at the then existing rate under RCW

83.100.070(1). If the application for refund, wth supporting
docunents, is filed within four nonths after an adjustnent or final
determ nation of federal tax liability, the departnent shall pay
interest until the date the refund is mailed. |[If the application for

refund, with supporting docunents, is filed after four nonths after the
adjustnment or final determ nation, the departnent shall pay interest
only until the end of the four-nonth period.

(2) Interest refunded under this section for periods after January
1, 1997, through Decenber 31, 1998, shall be conputed on a daily basis
at the rate as conputed under RCW 82.32.050(2) |ess one percentage

point. Interest allowed after Decenmber 31, 1998, shall be conputed at
the rate as conputed under RCW 82.32.050(2). Interest shall be
refunded from the date of overpaynent until the date the refund is

mai | ed. The rate so conputed shall be adjusted on the first day of
January of each year.

(3) Except as otherw se provided in subsection (4) of this section
and RCW 83.100.090, no refund shall be nade for taxes, penalties, or
interest paid nore than four years prior to the beginning of the
calendar year in which the refund application is made or an exam nati on
of records is conplete.

(4) The execution of a witten waiver under section 102 of this act
shall extend the tine for making a refund if, prior to the expiration
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of the waiver period, an application for refund is nade by the taxpayer
or the departnent discovers a refund is due.

(5) An application for refund shall be on a form prescribed by the
departnent and shall contain any information and supporting docunents
as the departnment prescribes.

Sec. 104. RCW 83.100.090 and 1988 c 64 s 10 are each amended to
read as foll ows:

Notwi t hstanding the expiration of the periods of limtation in
section 102 of this act and RCW 83. 100. 130:

(1) 1If ((the person required to file the federal return)) a
taxpayer files an anended federal return, that person shal
((+Hrrediately)) file with the departnent an anended WAshington return
with a copy of the amended federal return within one hundred twenty
days of filing the anended federal return. |If the anmended WAshi ngton
return requires paynent of an additional tax under this chapter, the
tax shall be paid in accordance with RCW 83. 100. 060 and i nterest shal
be paid in accordance with RCW 83. 100. 070.

(2) Upon any adjustnent in, or final determ nation of, the anpunt
of federal tax due((;)) or the anpbunt of the decedent's gross estate by
the internal revenue service of the United States, the United States
tax court, or any court of conpetent jurisdiction, the ((persen

regured—to—Fie—thefederal—return)) taxpayer shall notify the
department in witing within ((sbdy—days—after)) one hundred twenty

days of the adjustnent or final determ nation.

(3) If the departnent determ nes the anended return, adjustnent, or
final determ nation requires paynent of an additional tax under this
chapter, the departnent nay assess agai nst the taxpayer such additional
amount found to be due within one year of receipt of witten notice, or
at any tine if the taxpayer fails to provide witten notice, as
required in subsection (1) or (2) of this section. The execution of a
witten waiver at the request of the departnent by the taxpayer may
extend this limtation. The tax shall be paid in accordance with RCW
83.100.060 and interest shall be paid in accordance wth RCW
83.100. 070.

(4) If the departnment determ nes the anended return, adjustnent, or
final determ nation requires the refund of overpaid tax, penalties, or
interest under this chapter, the departnent shall refund the anmpunt of
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the overpaynent with interest in accordance with RCW 83.100. 070. No
refund shall be nmade unless notice is provided as required in
subsection (1) or (2) of this section. The taxpayer shall provide the
departnent with any additional information or supporting docunents
necessary to determne if a refund is due. The execution of a witten
waiver of the period for assessnment under subsection (3) of this
section shall extend the tinme for nmaking a refund, if prior to the
expiration of the waiver period an application for refund of such taxes
is made by the taxpayer or the departnent discovers a refund is due.

Sec. 105. RCW 83.100.210 and 1996 c 149 s 18 are each anended to
read as foll ows:

The departnent nmay enter into closing agreenents as provided in RCW
82.32.350 and 82.32. 360. In the event of a concurrent audit of a
taxpayer by the departnent and the federal governnent or concurrent
appeal s by a taxpayer before the departnent and the federal governnent,
the departnent may in its sole discretion agree in witing to accept a
future determnation by the federal governnment of a question of fact.

PART 11
ADJUSTI NG THE ESTATE TAX APPORTI ONMENT FORMULA

Sec. 201. RCW 83.100.040 and 1988 ¢ 64 s 4 are each anended to
read as foll ows:

(1) A tax in an anmount conputed as provided in this section is
i nposed on every transfer of property |located in Washi ngton ((ef—every
nonresident)).

(2) The tax shall be conmputed by multiplying the federal credit by
a fraction, the nunerator of which is the value of the property | ocated
in Washington, and the denom nator of which is the value of the
decedent's gross estate.

(3) (( Fhetranster—ol—theproperty—ol—a nonresident—+s—exenpt—rom

I . Ly hi . I I I :

g . : . I he | Y . hicl
the—noenrestdent—+s—dometled—)) For the purposes of this section, any

intangible personal property ownned by a resident is located in
VWashi ngt on.

p. 5 SB 6346



© 00 N O Ol W

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
35
36
37

PART 111
JURI SDI CTlI ON FOR TRANSFER TAX APPEALS

Sec. 301. RCW 83. 100. 150 and 1988 c 64 s 14 are each amended to
read as foll ows:

((2)) The departnment may collect the estate tax inposed under RCW
((83—21060-030—and)) 83.100.040, including interest and penalties, and
shall represent this state in all nmatters pertaining to the sane,
ei ther before courts or in any other manner. ((At—ahrytire-after—the

hi . ue. I | i . T

Sec. 302. RCW82.03.130 and 1998 ¢ 54 s 1 are each anended to read
as follows:

(1) The board shall have jurisdiction to decide the follow ng types
of appeal s:

(a) Appeals taken pursuant to RCW 82.03.190.

SB 6346 p. 6
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(b) Appeals from a county board of equalization pursuant to RCW
84. 08. 130.

(c) Appeals by an assessor or |andower from an order of the
director of revenue nmade pursuant to RCW 84.08.010 and 84.08.060, if
filed wth the board of tax appeals within thirty days after the
mailing of the order, the right to such an appeal being hereby
est abl i shed.

(d) Appeals by an assessor or owner of an intercounty public
utility or private car conpany from determ nations by the director of
revenue of equalized assessed valuation of ©property and the
apportionnment thereof to a county nmade pursuant to chapter 84.12 and
84.16 RCW if filed with the board of tax appeals within thirty days
after mailing of the determination, the right to such appeal being
her eby establ i shed.

(e) Appeals by an assessor, |andowner, or owner of an intercounty
public wutility or private car conpany from a determ nation of any
county indicated ratio for such county conpiled by the departnent of
revenue pursuant to RCW 84.48.075: PROVIDED, That

(i) Said appeal be filed after review of the ratio under RCW
84.48.075(3) and not later than fifteen days after the mailing of the
certification; and

(ii) The hearing before the board shall be expeditiously held in
accordance with rules prescribed by the board and shall take precedence
over all matters of the sane character.

(f) Appeals from the decisions of sale price of second class
shorel ands on navigable | akes by the departnent of natural resources
pursuant to RCW 79. 94. 210.

(g) Appeals from urban redevel opnent property tax apportionnment
district proposals established by governnental ordinances pursuant to
RCW 39. 88. 060.

(h) Appeals frominterest rates as determ ned by the departnent of
revenue for wuse in valuing farm and under current use assessnent
pursuant to RCW 84. 34. 065.

(1) Appeals from revisions to stunpage value tables wused to
determ ne val ue by the departnent of revenue pursuant to RCW 84. 33. 091

(j) Appeals from denial of tax exenption application by the
departnent of revenue pursuant to RCW 84. 36. 850.

(k) Appeals pursuant to RCW 84. 40. 038(3).

p. 7 SB 6346
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(1) Appeals pursuant to section 303 of this act.

(2) Except as otherw se specifically provided by | aw hereafter, the
provi sions of RCW1.12.070 shall apply to all notices of appeal filed
with the board of tax appeals.

NEW SECTI ON. Sec. 303. A new section is added to chapter 83.100
RCWto read as foll ows:

If the sole issue for appeal is the value of property contained in
the gross estate, a person otherwse entitled to petition the
departnent for a correction of the tax inposed by this chapter pursuant
to RCW82.32.160 or 82.32.170 may include in its petition a request for
a direct appeal to the board of tax appeals. The departnent in its
sole discretion may grant or deny the request. The departnent shal
notify the petitioner of its decision by mail.

Sec. 304. RCW 82.03.180 and 2000 c 103 s 4 are each anended to
read as foll ows:

Judicial review of a decision of the board of tax appeals shall be
de novo in accordance with the provisions of RCW82.32. 180 or 84.68.020
as applicabl e except when the decision has been rendered pursuant to a
formal hearing el ected under RCW 82.03. 140 or 82.03.190, in which event
judicial review may be obtained only pursuant to RCW 34.05.510 t hrough
34. 05. 598: PROVI DED, HOWEVER, That nothing herein shall be construed
to nodify the rights of a taxpayer conferred by RCW 82.32.180 and
84.68.020 to sue for tax refunds: AND PROVI DED FURTHER, That no revi ew
froma decision nade pursuant to RCW82.03.130(1)(a) nay be obtained by
a taxpayer unless within the petition period provided by RCW 34.05. 542
t he taxpayer shall have first paid in full the contested tax, together
with all penalties and interest thereon, if any, except for taxes
i nposed pursuant to chapter 83.100 RCWthat are not required to be paid
under section 306 of this act. The director of revenue shall have the
sane right of review from a decision made pursuant to RCW
82.03.130(1)(a) as does a taxpayer; and the director of revenue and al
parties to an appeal under RCW 82.03.130(1)(e) shall have the right of
review froma decision made pursuant to RCW 82.03.130(1)(e).

Sec. 305. RCWB82.03.190 and 1998 ¢ 54 s 2 are each anended to read
as foll ows:

SB 6346 p. 8
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Any person having received notice of a denial of a petition or a
noti ce of determ nati on made under RCW 82.32.160, 82.32.170, 82.34.110,
or 82.49.060 or having received notice of a granted request for direct
revi ew under section 303 of this act may appeal by filing in accordance
with RCW 1.12.070 a notice of appeal with the board of tax appeals
within thirty days after the mailing of the notice of such denia
((er)), determnation, or granted request. In the notice of appeal the
t axpayer shall set forth the anobunt of the tax which the taxpayer
contends should be reduced or refunded and the reasons for such
reduction or refund, in accordance with rules of practice and procedure
prescri bed by the board. However, if the notice of appeal relates to
an application made to the departnent under chapter 82.34 RCW the
t axpayer shall set forth the anount to which the taxpayer clainms the
credit or exenption should apply, and the grounds for such contention,
in accordance with rules of practice and procedure prescribed by the
board. The board shall transmt a copy of the notice of appeal to the
departnment and all other naned parties within thirty days of its

recei pt by the board. |If the taxpayer intends that the hearing before
t he board be held pursuant to the adm nistrative procedure act (chapter
34.05 RCW, the notice of appeal shall also so state. In the event

that the notice of appeal does not so state, the departnent may, wthin
thirty days fromthe date of its receipt of the notice of appeal, file
with the board notice of its intention that the hearing be held
pursuant to the adm nistrative procedure act.

NEW SECTION. Sec. 306. A new section is added to chapter 83.100
RCWto read as foll ows:

(1) Except as provided in subsection (2) of this section, all
taxes, penalties, and interest inposed under this chapter shall be paid
in full before any action may be instituted in any court to contest all
or any part of the taxes, penalties, or interest. No restraining order
or injunction shall be granted or issued by any court or judge to
restrain or enjoin the collection of any tax or penalty or any part
t hereof, except upon the ground that the assessnent was in violation of
the Constitution of the United States or that of the state.

(2) No taxes, penalties, or interest inposed by this chapter are
required to be paid before judicial review if the taxpayer institutes
an action with the superior court of Thurston county w thin:

p. 9 SB 6346
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(a) Sixty days of the issuance of a notice of tax due under section
102 of this act;

(b) Sixty days of the mailing of a notice of a denial of a petition
or a notice of a determ nation under RCW 82. 32.160; or

(c) Thirty days of a decision of the board of tax appeals, if the
tax was not paid prior to review by the board.

PART |V
REPEALI NG THE CGENERATI ON- SKI PPI NG TRANSFER TAX
AND ADDI NG A DEFI NI TI ON OF " TAXPAYER'

Sec. 401. RCW 83.100.020 and 2001 ¢ 320 s 15 are each anended to
read as foll ows:

As used in this chapter:

(1) "Decedent" nmeans a deceased i ndivi dual

(2) "Departnment” nmeans the departnent of revenue, the director of
that departnent, or any enpl oyee of the departnent exercising authority
lawful ly delegated to himby the director;

(3) "Federal credit" neans (({a)—for—a—transfer-)) the maximm

anount of the credit for state taxes allowed by section 2011 of the

| nt ernal Revenue Code((:—and—{(b)—for—a—generation-skippirng—transfer

)
a¥a' a¥a a a Va¥a a NN
vveo \/ O

26040t thetnternal—Revente—Code) )
(4) "Federal return" nmeans any tax return required by chapter 11
((e—323)) of the Internal Revenue Code;
(5) "Federal tax" means (({a)—fer—atransfer,)) a tax under chapter
11 of the Internal Revenue Code((;—and—{b)—for—a—generationskipping
transfer, the tax under chapter 13 of the Internal Revenue Code;

(6)—"G . Kiooi  op . , Koo
transfer” lof i ned I L _

Code) ) ;

((6H)) (B) "Goss estate" neans "gross estate" as defined and used
in section 2031 of the Internal Revenue Code;

((68))) (7) "Nonresident"™ neans a decedent who was domciled
out si de Washi ngton at his death;

((69)) (8) "Person" neans any individual, estate, trust, receiver,
cooperative association, club, corporation, conmpany, firm partnership,

SB 6346 p. 10
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joint venture, syndicate, or other entity and, to the extent permtted
by law, any federal, state, or other governnental unit or subdivision
or agency, departnent, or instrunentality thereof;

((283)) (9) "Person required to file the federal return” neans any
person required to file a return required by chapter 11 ((e+33)) of
the Internal Revenue Code, such as the personal representative of an

est at e( (—eoF—a—t+ansteror—trustee—or—beneftetary—of—a—generation—
skipptnrg—transfer)) or a qualified heir with respect to qualified rea

property, as defined and used in section 2032A(c) of the Internal
Revenue Code;

((xH)) (10) "Property" neans (({a—Fer—a—transfer)) property
included in the gross estate; ((anrd—(b)—Ffor—a—generationskipping

transter—ak-—real—andpersonal—property—subject—tothe federal—tax-))
((22)) (11) "Resident"” neans a decedent who was domciled in

Washi ngton at tinme of death;

(12) "Taxpayer" neans a person upon whomtax is inposed under this
chapter, including an estate or a person liable for tax under RCW
83.100. 120;

(13) "Transfer" neans "transfer" as used in section 2001 of the
| nternal Revenue Code, or a disposition or cessation of qualified use
as defined and used in section 2032A(c) of the Internal Revenue Code;

é&%})) "Internal Revenue Code" neans, for the purposes of this
chapter and RCW 83.110. 010, the United States Internal Revenue Code of
1986, as anended or renunbered as of January 1, 2001.

Sec. 402. RCW 83.100.110 and 1988 c¢c 64 s 11 are each amended to
read as foll ows:

(1) Unless any tax due under this chapter is sooner paid in full,
it shall be a lien upon the property subject to the tax for a period of
ten years from the date of the transfer ((er—the—generationskipptng
transfer)), except that any part of the property which is used for the
paynent of clainms against the ©property or expenses of its
adm ni stration, allowed by any court having jurisdiction thereof, shall
be divested of the lien. Liens created under this subsection shall be
qualified as foll ows:

p. 11 SB 6346
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(a) Any part of the property subject to the tax which is sold to a
bona fide purchaser shall be divested of the lien and the lien shall be
transferred to the proceeds of the sale; and

(b) The lien shall be subordinate to any nortgage or deed of trust
on the property pursuant to an order of court for paynent of clains
agai nst the property or expenses of admnistration. The lien shal
attach to any proceeds fromthe sale of the property in excess of the
obl i gations secured by the nortgage or deed of trust and the expenses
of sale, including a reasonable charge by the trustee and by his or her
attorney where the property has been sold by a nonjudicial trustee's
sal e pursuant to chapter 61.24 RCW and including court costs and any
attorneys' fees awarded by the superior court of the county in which
the property is sold at sheriff's sale pursuant to a judicial
forecl osure of the nortgage or deed of trust.

(2) If the person required to file the federal return has obtained
an extension of tinme for paynment of the federal tax or has elected to
pay such tax in installnments, the tax lien under this section shall be
extended as necessary to prevent its expiration prior to twelve nonths
followi ng the expiration of any such extension or the installnent.

(3) The tax lien shall be extended as necessary to prevent its
expiration prior to twelve nonths followng the conclusion of
litigation of any question affecting the determ nation of the anount of
tax due if a lis pendens has been filed wth the auditor of the county
in which the property is | ocated.

NEW SECTION. Sec. 403. RCW 83.100.045 (Generation-skipping
transfers--Tax inposed--Credit for tax paid to another state) and 1988
c 64 s 5 are each repeal ed.

NEW SECTI ON.  Sec. 404. Sections 401 through 403 of this act apply
to transfers resulting from deaths occurring on or after January 1,
2004.

PART V
TECHNI CAL CORRECTI ONS TO CHAPTER 82. 32 RCW

Sec. 501. RCW 82. 32. 070 and 1999 c 358 s 14 are each amended to
read as foll ows:

SB 6346 p. 12
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(1) Every person liable for any fee or tax inposed by chapters
82. 04 through 82.27 or 83.100 RCWshall keep and preserve, for a period
of five years, suitable records as nay be necessary to determ ne the
anmount of any tax for which he may be liable, which records shall
include copies of all federal incone tax and state tax returns and
reports made by him Al his books, records, and invoices shall be
open for exam nation at any tine by the departnent of revenue. 1In the
case of an out-of-state person or concern which does not keep the
necessary books and records within this state, it shall be sufficient
if it produces within the state such books and records as shall be
requi red by the departnent of revenue, or permts the exam nation by an
agent authorized or designated by the departnent of revenue at the
pl ace where such books and records are kept. Any person who fails to
conply with the requirenents of this section shall be forever barred
from questioning, in any court action or proceedings, the correctness
of any assessnent of taxes nade by the departnent of revenue based upon
any period for which such books, records, and invoices have not been so
kept and preserved.

(2) A person liable for any fee or tax inposed by chapters 82.04
t hrough 82.27 RCWwho contracts with another person or entity for work
subject to chapter 18.27 or 19.28 RCW shall obtain and preserve a
record of the unified business identifier account nunber for the person
or entity performng the work. Failure to obtain or maintain the
record is subject to RCW39.06.010 and to a penalty determ ned by the
director, but not to exceed two hundred fifty dollars. The departnent
shall notify the taxpayer and collect the penalty in the sanme manner as
penal ti es under RCW 82. 32. 100.

Sec. 502. RCW 82.32.105 and 1998 c¢c 304 s 13 are each anmended to
read as foll ows:

(1) If the departnment of revenue finds that the paynent by a
taxpayer of a tax less than that properly due or the failure of a
taxpayer to pay any tax by the due date was the result of circunstances
beyond the control of the taxpayer, the departnent of revenue shall
wai ve or cancel any penalties inposed under this chapter or chapter
83.100 RCWw th respect to such tax.

(2) The departnent shall waive or cancel the penalty inposed under
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RCW 82.32.090(1) when the circunstances under which the delinquency
occurred do not qualify for waiver or cancellation under subsection (1)
of this section if:

(a) The taxpayer requests the waiver for a tax return required to
be filed under RCW 82.32.045, 82.14B.061, 82.23B.020, 82.27.060,
82. 29A. 050, or 84.33.086; and

(b) The taxpayer has tinely filed and remtted paynent on all tax
returns due for that tax program for a period of twenty-four nonths
i mredi ately preceding the period covered by the return for which the
wai ver i s being requested.

(3) The departnent shall waive or cancel interest inposed under
this chapter or chapter 83.100 RCWi f:

(a) The failure to tinely pay the tax was the direct result of
witten instructions given the taxpayer by the departnent; or

(b) The extension of a due date for paynent of an assessnent of
deficiency was not at the request of the taxpayer and was for the sole
conveni ence of the departnent.

(4) The departnent of revenue shall adopt rules for the waiver or
cancel lation of penalties and interest inposed by this chapter or
chapter 83.100 RCW

Sec. 503. RCW82.32.265 and 1987 ¢ 80 s 5 are each anended to read
as follows:

(1) The departnment may retain, by witten contract, collection
agenci es |icensed under chapter 19.16 RCWor |icensed under the |aws of
anot her state or the District of Colunbia for the purpose of collecting
from sources outside the state of WAshi ngton taxes including interest
and penalties thereon inposed under this title ((and)), RCW84.33.041,
and chapter 83.100 RCW

(2) Only accounts represented by tax warrants filed in the superior
court of a county in the state as provided by RCW 82.32.210 nay be
assigned to a collection agency, and no such assignnent nay be nade
unl ess the departnent has previously notified or has attenpted to
notify the taxpayer of his or her right to petition for correction of
assessnment within the time provided and in accordance wth the
procedures set forth in chapter 82.32 RCW

(3) Collection agencies assigned accounts for collection under this
section shall have only those renedies and powers that would be
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avai l able to them as assignees of private creditors. However, nothing
in this section Iimts the right to enforce the liability for taxes
awful Iy inposed under the laws of this state in the courts of another
state or the District of Colunbia as provided by the laws of such
jurisdictions and RCW 4. 24. 140 and 4. 24. 150.

(4) The account of the taxpayer shall be credited with the anounts
collected by a collection agency before reduction for reasonable
collection costs, including attorneys fees, that the departnent is
authorized to negotiate on a contingent fee or other basis.

Sec. 504. RCW82.32.330 and 2000 ¢ 173 s 1 and 2000 c 106 s 1 are
each reenacted and anmended to read as foll ows:

(1) For purposes of this section:

(a) "Disclose" neans to nake known to any person in any nanner
what ever a return or tax information;

(b) "Return" neans a tax or information return or claimfor refund
required by, or provided for or permtted under, the laws of this state
which is filed with the departnent of revenue by, on behalf of, or with
respect to a person, and any anendnent or supplenent thereto, including
supporting schedules, attachnents, or lists that are suppl enental to,
or part of, the return so filed,

(c) "Tax information” neans (i) a taxpayer's identity, (ii) the
nature, source, or anount of the taxpayer's incone, paynents, receipts,
deductions, exenptions, credits, assets, liabilities, net worth, tax
liability deficiencies, overassessnents, or tax paynents, whether taken
from the taxpayer's books and records or any other source, (iii)
whet her the taxpayer's return was, is being, or will be exam ned or
subject to other investigation or processing, (iv) a part of a witten
determ nation that is not designated as a precedent and disclosed
pursuant to RCW 82.32.410, or a background file docunent relating to a
witten determnation, and (v) other data received by, recorded by,
prepared by, furnished to, or collected by the departnent of revenue
wth respect to the determnation of the existence, or possible
exi stence, of liability, or the anmount thereof, of a person under the
laws of this state for a tax, penalty, interest, fine, forfeiture, or
other inposition, or offense: PROVI DED, That data, material, or
docunents that do not disclose information related to a specific or
identifiable taxpayer do not constitute tax information under this
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section. Except as provided by RCW82.32.410, nothing in this chapter
shall require any person possessing data, material, or docunents nade
confidential and privileged by this section to delete information from
such data, material, or docunents so as to permt its disclosure;

(d) "State agency" neans every Washington state office, departnent,
di vi sion, bureau, board, comm ssion, or other state agency;

(e) "Taxpayer identity" neans the taxpayer's nane, address,
t el ephone nunber, registration nunber, or any conbination thereof, or
any other information disclosing the identity of the taxpayer; and

(f) "Departnent” means the departnent of revenue or its officer,
agent, enployee, or representative.

(2) Returns and tax information shall be <confidential and
privileged, and except as authorized by this section, neither the
departnment of revenue nor any other person may disclose any return or
tax i nformation.

(3) The foregoing, however, shall not prohibit the departnent of
revenue from

(a) Disclosing such return or tax information in a civil or
crimnal judicial proceeding or an adm nistrative proceeding:

(i) I'n respect of any tax inposed under the laws of this state if
the taxpayer or its officer or other person |liable under Title 82 RCW
or chapter 83.100 RCWis a party in the proceedi ng; or

(ti) In which the taxpayer about whom such return or tax
information i s sought and anot her state agency are adverse parties in
t he proceedi ng;

(b) Disclosing, subject to such requirenents and conditions as the
director shall prescribe by rules adopted pursuant to chapter 34.05
RCW such return or tax information regarding a taxpayer to such
t axpayer or to such person or persons as that taxpayer may designate in
a request for, or consent to, such disclosure, or to any other person,
at the taxpayer's request, to the extent necessary to conply wth a
request for information or assistance nade by the taxpayer to such
ot her person: PROVI DED, That tax infornmation not received from the
t axpayer shall not be so disclosed if the director determ nes that such
di scl osure would conprom se any investigation or litigation by any
federal, state, or |ocal governnent agency in connection with the civil
or crimnal liability of the taxpayer or another person, or that such
di scl osure would identify a confidential informant, or that such
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disclosure is contrary to any agreenent entered into by the departnent
that provides for the reciprocal exchange of information wth other
government agencies which agreenment requires confidentiality wth
respect to such information unless such information is required to be
di scl osed to the taxpayer by the order of any court;

(c) Disclosing the nanme of a taxpayer with a deficiency greater
than five thousand dollars and against whom a warrant under RCW
82.32.210 has been either issued or filed and renai ns outstanding for
a period of at l|east ten working days. The departnent shall not be
required to disclose any information under this subsection if a
taxpayer: (i) Has been issued a tax assessnent; (ii) has been issued
a warrant that has not been filed; and (iii) has entered a deferred
paynent arrangenent wth the departnent of revenue and is making
paynments upon such deficiency that will fully satisfy the indebtedness
within twelve nonths;

(d) Disclosing the nane of a taxpayer with a deficiency greater
than five thousand dollars and against whom a warrant under RCW
82.32.210 has been filed with a court of record and renains
out st andi ng;

(e) Publishing statistics so classified as to prevent the
identification of particular returns or reports or itens thereof;

(f) Dy sclosing such return or tax information, for official
purposes only, to the governor or attorney general, or to any state
agency, or to any conmttee or subcommttee of the |egislature dealing
with matters of taxation, revenue, trade, commerce, the control of
i ndustry or the professions;

(g) Permtting the departnment of revenue's records to be audited
and examned by the proper state officer, his or her agents and
enpl oyees;

(h) Disclosing any such return or tax information to a peace
officer as defined in RCW9A 04. 110 or county prosecuting attorney, for
official purposes. The disclosure may be nmade only in response to a
search warrant, subpoena, or other court order, unless the disclosure
is for the purpose of crimnal tax enforcenent. A peace officer or
county prosecuting attorney who receives the return or tax information
may disclose that return or tax information only for wuse in the
investigation and a related court proceeding, or in the court
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proceeding for which the return or tax information originally was
sought ;

(1) Disclosing any such return or tax information to the proper
officer of the internal revenue service of the United States, the
Canadi an governnment or provincial governnents of Canada, or to the
proper officer of the tax departnent of any state or city or town or
county, for official purposes, but only if the statutes of the United
States, Canada or its provincial governnents, or of such other state or
city or town or county, as the case my be, grants substantially
simlar privileges to the proper officers of this state;

(j) Disclosing any such return or tax information to the Depart nent
of Justice, the Bureau of Alcohol, Tobacco and Firearnms of the
Departnent of the Treasury, the Departnent of Defense, the United
States Custons Service, the Coast Guard of the United States, and the
United States Departnent of Transportation, or any authorized
representative thereof, for official purposes;

(k) Publishing or otherwise disclosing the text of a witten
determ nati on designated by the director as a precedent pursuant to RCW
82. 32. 410;

(I') Disclosing, in a manner that is not associated with other tax
informati on, the taxpayer nane, entity type, business address, nmailing
address, revenue tax registration nunbers, North Anerican industry
classification systemor standard industrial classification code of a

taxpayer, and the dates of opening and closing of business. Thi s
subsection shall not be construed as giving authority to the departnent
to give, sell, or provide access to any list of taxpayers for any

commer ci al pur pose;

(m Dysclosing such return or tax information that is also
mai nt ai ned by anot her Washi ngton state or | ocal governnental agency as
a public record available for inspection and copying under the
provi sions of chapter 42.17 RCWor is a docunent naintained by a court
of record not otherw se prohibited from discl osure;

(n) Disclosing such return or tax information to the United States
departnment of agriculture for the limted purpose of investigating food
stanp fraud by retailers;

(o) Disclosing to a financial institution, escrow conpany, or title
conpany, in connection with specific real property that is the subject
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of a real estate transaction, current anmounts due the departnent for a
filed tax warrant, judgnment, or lien against the real property; ((er))

(p) Disclosing to a person agai nst whomthe departnent has asserted
liability as a successor under RCW 82.32.140 return or tax information
pertaining to the specific business of the taxpayer to which the person
has succeeded; or

(q) Disclosing to a person agai nst whomthe departnent has asserted
liability under RCW83.100.120 return or tax information pertaining to
that person's liability for tax under chapter 83.100 RCW

(4) (a) The departnment nmay di sclose return or taxpayer information
to a person under investigation or during any court or adm nistrative
proceedi ng against a person under investigation as provided in this
subsection (4). The disclosure nust be in connection wth the
departnent's official duties relating to an audit, collection activity,
or a civil or crimnal investigation. The disclosure may occur only
when the person under investigation and the person in possession of
data, materials, or docunents are parties to the return or tax
information to be disclosed. The departnment may disclose return or tax
i nformati on such as invoices, contracts, bills, statenents, resale or

exenption certificates, or checks. However, the departnment may not
di sclose general |edgers, sales or <cash receipt journals, check
regi sters, accounts receivable/payable |edgers, general journals,

financial statenents, expert's workpapers, incone tax returns, state
tax returns, tax return workpapers, or other simlar data, materials,
or docunents.

(b) Before disclosure of any tax return or tax information under

this subsection (4), the departnent shal |, through witten
correspondence, informthe person in possession of the data, materials,
or docunments to be disclosed. The correspondence shall «clearly
identify the data, materials, or docunents to be disclosed. The
departnent may not disclose any tax return or tax information under
this subsection (4) wuntil the tine period allowed in (c) of this

subsection has expired or until the court has ruled on any chall enge
brought under (c) of this subsection.

(c) The person in possession of the data, materials, or docunents
to be disclosed by the departnment has twenty days fromthe receipt of
the witten request required under (b) of this subsection to petition
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the superior court of the county in which the petitioner resides for
injunctive relief. The court shall |limt or deny the request of the
departnent if the court determ nes that:

(i) The data, materials, or docunents sought for disclosure are
cunul ative or duplicative, or are obtainable from sonme other source
that is nore convenient, |ess burdensone, or |ess expensive;

(i1) The production of the data, materials, or docunents sought
woul d be unduly burdensone or expensive, taking into account the needs
of the department, the anobunt in controversy, l|imtations on the
petitioner's resources, and the inportance of the issues at stake; or

(ti1) The data, materials, or docunments sought for disclosure
contain trade secret information that, if disclosed, could harm the
petitioner.

(d) The departnment shall reinburse reasonable expenses for the
production of data, materials, or docunents incurred by the person in
possession of the data, materials, or docunents to be discl osed.

(e) Requesting information under (b) of this subsection that may
i ndi cate that a taxpayer is under investigation does not constitute a
di scl osure of tax return or tax information under this section.

(5) Any person acquiring know edge of any return or tax information
in the course of his or her enploynent with the departnent of revenue
and any person acquiring know edge of any return or tax information as
provi ded under subsection (3)(f), (g), (h), (i), (j), or (n) of this
section, who discloses any such return or tax information to another
person not entitled to know edge of such return or tax information
under the provisions of this section, is guilty of a m sdeneanor. |If
the person guilty of such violation is an officer or enployee of the
state, such person shall forfeit such office or enploynment and shall be
i ncapabl e of holding any public office or enploynent in this state for
a period of two years thereafter

PART Vi
M SCELLANEQUS

NEW SECTION. Sec. 601. The following acts or parts of acts are
each repeal ed:

(1) RCW 83.100.030 (Residents--Estate tax inposed--Credit for tax
paid other state) and 1988 c 64 s 3 & 1981 2nd ex.s. ¢ 7 s 83.100. 030;
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(2) RCW83.100.160 (Cerk to give notice of filings) and 1993 c 413
s 1 & 1988 c 64 s 15;

(3) RCW83.100.170 (Court order) and 1988 c 64 s 16;

(4) RCW 83.100.180 (Onjections) and 1999 c¢c 42 s 636 & 1988 c 64 s
17; and

(5) RCW83.100.190 (Hearing by court) and 1988 ¢ 64 s 18.

NEW SECTION. Sec. 602. Part headings used in this act are not any
part of the | aw

NEW SECTION. Sec. 603. This act applies to all returns not filed
wi th the departnent of revenue before the effective date of this act.

NEW SECTION. Sec. 604. |If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

~-- END ---
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