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SUBSTI TUTE SENATE BI LL 5571

Passed Legi slature - 2009 Regul ar Session
State of WAshi ngton 61st Legislature 2009 Regul ar Session

By Senate Ways & Means (originally sponsored by Senators Cem g and
Kohl - Wl | es; by request of Departnent of Revenue)

READ FI RST TI ME 02/ 25/ 09.

AN ACT Relating to requiring the use of electronic nethods for
taxes adm ni stered by the departnent of revenue, including filing of
taxes, paynent of taxes, assessnent of taxes, and other taxpayer
i nformati on; and anending RCW 82.32.135, 82. 32. 080, 82. 32. 085,
82.32.060, and 82.32.087.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:
Sec. 1. RCW 82. 32. 135 and 2007 ¢ 111 s 113 are each anended to

read as foll ows:
(1) Except as otherwi se provided in this subsection, whenever the

departnent is required to send any assessnent, notice, or any other
information to persons by regular mail, the departnment ((#ay)) nust
instead provide the assessnent, noti ce, or other information

el ectronical ly ((+H—thefolHowngeconditions—arernet—
2T i1 ed . he_inf . I hori I

By)). The departnent nay inplenment the requirenent in_this
subsection i n_phases. The departnent, for good cause, may waive the

p. 1 SSB 5571. SL



©O© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNMNDNDDNNMNDNMNMNMNMNNNPPRPPRPRPRPRPRPERPEPRPPRPPRERPE
N o oA WNEFE OO 0o NP WDNPE OO oo N O wWw NN BEe o

requirenent in this subsection for any taxpayer. 1In the discretion of
the departnent, a waiver under this subsection may be made tenporary or
permanent, and nay be nade on the departnent's own notion.

(2) If the assessnent, notice, or other information is subject to
the confidentiality provisions of RCW 82.32.330, the departnment nust
use nethods reasonably designed to protect the information from
unaut hori zed di scl osure. The provisions of this subsection ((£H€b)))
(2) may be waived by a taxpayer. The waiver nmust be in witing and may
be provided to the departnment electronically. A person may provide a
wai ver with respect to a particular item of information or nay give a
bl anket waiver wth respect to any itemof information or certain itens
of information to be provided electronically. A blanket waiver wll
continue until revoked in witing by the taxpayer. Such revocation may
be provided to the departnment electronically in a manner provided or
approved by the departnent.

( { £H—Apersonay—authorize—thedepartrent—under—subsectton{H-{a)r
of — this —seeti+on —to — provide — a — partiecular — Hem—of — infoermation

Hafermation—or —certabhr—Hens —of —information—eleetronically—Sueh
blanket—authorzaton—w-H-—continye—unt-—reveoked —p—wtting—by—the
Faepayer——Sueh — revocatton — apy — be — provided — to — the — departrent

n—a—enner—provi-ded—or—approved—bythedep reRt—) )

(3) Any assessnent, notice, or other information provided by the
departnent electronically to a person is deened to be received by the
taxpayer on the date that the departnment electronically sends the
information to the person or electronically notifies the person that
the information is avail able to be accessed by the person.

(4) This section also applies to any information that is not
expressly required by statute to be sent by regular mail, but is
customarily sent by the departnment using regular mail, to persons
entitled to receive the information.

(5)(a) For_ purposes_of this_ section, "good cause"_ includes_the
inability of the departnent to conply with this section for any reason
including lacking information necessary to send information to a person
electronically or to electronically notify a person that information is
avai lable to be accessed by the person.

(b) "Good cause" also includes the inability of a person to receive

SSB 5571. SL p. 2
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or _otherwise obtain_information from the departnent electronically
because:

(i) The person does not have the equi pnent or software necessary to
enable the person to receive or otherwise obtain infornmation fromthe
departnent el ectronically;

(i1) The_equi pnent or software necessary to enable the person to
receive or otherwwse obtain_ information from_ the departnent
electronically is not functioning properly:;

(iii) The person does not have access to the internet using the
person's own equi pnent; or

(iv) Sonme_other circunstance or_condition_exists that, in_the
departnent's judgnent, prevents the taxpayer from_ receiving or
ot herwi se obtaining infornmation fromthe departnent el ectronically.

Sec. 2. RCWB82.32.080 and 2008 c 181 s 502 are each anended to
read as foll ows:

(1) When authorized by the departnent, paynent of the tax may be
made by wuncertified check under such ((regulatiens)) rules as the
departnent ((shalt)) prescribes, but, if a check so received is not
paid by the bank on which it is drawn, the taxpayer, by whom such check
is tendered, ((shalt)) will remain liable for paynent of the tax and
for all legal penalties, the same as if such check had not been
t ender ed.

(2)(a) Except as otherwi se provided in this subsection, payment of
the tax ((shalkt)) nust be nmade by el ectronic funds transfer, as defined
in RCW82.32. 085, ((i

by—rule—provi-detor—tax—thresholds—bebween—two—hundred—lorty—thoeusand
dotHars—and —one—m-H4-on—etlght —hundred—thousand—dolHars—tor—nandatory
use—of—electroniecfunds—transter)) if the taxpayer is requiredto file
and remt its taxes on_a_ nonthly basis. As an_ alternative to
el ectronic funds transfer, the departnent may authorize other fornms of
electronic paynent, such as credit card and_ e-check. Al taxes
adm ni stered by this chapter are subject to this requirenent except the
taxes authorized by chapters 82. 14A, 82.14B, 82.24, 82.27, 82.29A, and
84.33 RCW It is the intent of this ((seet+er)) subsection to require
el ectroni ¢ ((funrds—t+ransfer)) paynent for those taxes reported on the

departnent’'s conbi ned excise tax return or any successor return. The

p. 3 SSB 5571. SL
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mandatory electronic paynment requirenment in_ this subsection also
applies to taxpayers who neet the threshold for filing and remtting
taxes on a nonthly basis as established by rule of the departnent but
for whom the departnent has authorized a |ess frequent reporting
frequency, when such_authorization becane effective on or after the
effective date of this section.

(b) The department, for good cause, nmay waive the electronic
paynent requirenent in_ this subsection for any taxpayer. In_the
discretion of the departnent, a waiver under this subsection nay be
made tenporary or pernmanent, and may be made on the departnent's own
not i on.

(c) The departnent is_authorized to_ accept paynent of taxes by
electronic funds transfer or other acceptable forns of electronic
paynment fromtaxpayers that are not subject to the mandatory el ectronic
paynent requirenents in this subsection.

(3) ( (Aretwirror—remttance—whi-ehtstransntedtothedepartnent
by—Untted —States—mat—shalH —be—deened - ed —or—recetvedon—the—date
shown—by—the—post—ofHece—canceHatton—nark—stamped—uvpon—the—envelope
conta-trg—H—except—as—eotherwse —provided —n—this—chapter——The
departent—+s—authorized —to—abH-ow—electronie —Htng—of —returns—or
rem-Hances —Hrom— any — Faxpayer——A— et ur i —oF —reprtthance —whheh —+s
Hanshtted—to—the—departrent—electrontcaty—shal—be—deenedtited—or
recetved—accordtng—to—procedures—set—forth—by—the—departrent—)) (a)
Except as otherw se provided in this subsection, returns nmust be filed
electronically using the departnent's online tax filing service, if the
taxpayer is required to file and remt its taxes on a nonthly basis.
The nmandatory electronic filing requirenment in this subsection_ also
applies to taxpayers who neet the threshold for filing and remtting
taxes on a nonthly basis as established by rule of the departnent but
for whom the departnent has authorized a |ess frequent reporting
frequency, when such_authorization becane effective on or after_ the
effective date of this section.

(b) The departnent, for good cause, may waive the electronic filing
requirenent in this subsection for any taxpayer. 1In the discretion of
the departnent, a waiver under this subsection may be made tenporary or
permanent, and nay be nade on the departnent's own notion.

(c) The departnent is_authorized to_ accept paynent of taxes by

SSB 5571. SL p. 4
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electronic funds transfer or other acceptable forns of electronic
paynment fromtaxpayers that are not subject to the mandatory el ectronic
paynent requirenents in this subsection.

(4)(a) (i) The departnent, for good cause shown, may extend the tine
for making and filing any return, and may grant such reasonable
additional time within which to make and file returns as it may deem
proper, but any permanent extension granting the taxpayer a reporting
date without penalty nore than ten days beyond the due date, and any
extension in excess of thirty days ((shat)) nust be conditional on
deposit with the departnment of an anount to be determned by the
departnent which shall be approximately equal to the estinmated tax
liability for the reporting period or periods for which the extension
i's granted. In the case of a permanent extension or a tenporary
extension of nore than thirty days the deposit ((shalh)) nust be
deposited within the state treasury with other tax funds and a credit
recorded to the taxpayer's account which may be applied to taxpayer's
l[tability wupon cancellation of the permanent extension or upon
reporting of the tax liability where an extension of nore than thirty
days has been grant ed.

(ii) The departnment ((shalt)) nust review the requirenent for
deposit at |east annually and may require a change in the anount of the
deposit required when it believes that such anbunt does not approxi nmate
the tax liability for the reporting period or periods for which the
extension i s granted.

(b) During a state of energency declared under RCW 43.06.010(12),
the departnent, on its own notion or at the request of any taxpayer

af fected by the energency, may extend the tinme for nmaking or filing any
return as the departnent deens proper. The departnment nmay not require
any deposit as a condition for granting an extension under this
subsection (4)(b).

(5) The departnment ((shalt+)) nust keep full and accurate records of
all funds received and disbursed by it. Subject to the provisions of
RCW 82. 32. 105 and 82.32.350, the departnment ((shatkt)) nust apply the
paynment of the taxpayer first against penalties and interest, and then
upon the tax, without regard to any direction of the taxpayer.

(6) The departnment may refuse to accept any return ((whieh)) that
is not acconpanied by a remttance of the tax shown to be due thereon
or that is not filed electronically as required in this section. Wen

p. 5 SSB 5571. SL
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such return is not accepted, the taxpayer ((shalk—be)) is deened to
have failed or refused to file a return and ((shal—be)) is subject to
t he procedures provided in RCW82.32. 100 and to the penalties provided
in RCW 82.32.090. The above authority to refuse to accept a return
((shak)) may not apply when a return is tinely filed electronically
and a tinmely paynment has been nade by electronic funds transfer or
other formof electronic paynent as authorized by the departnent.

(7) Except for returns _and remttances required to be transmtted
to_the departnent electronically under this_section_and_except_as
otherwi se_ provided in this chapter, a return or_ remttance that is

transmtted to the departnent by United States mail is deened filed or
received on the date shown by the post office cancellation nmark stanped
upon_ the envelope containing it. A return _or remttance that 1is

transmtted to the departnent electronically is deened filed or
recei ved according to procedures set forth by the departnent.

(8)(a) For purposes of subsections (2) and (3) of this section
"good cause" neans_the_ inability of a taxpayer to_ conply with the
requi renents of subsection (2) or (3) of this section because:

(i) The taxpayer does not have the equipnent or software necessary
to enable the taxpayer to _conply with subsection (2) or (3) of this
section;

(ii) The equipnent or software necessary to enable the taxpayer to
conply with subsection (2) or (3) of this section is not functioning
properly:;

(iii) The taxpayer does not have_access to the internet using the
t axpayer's own equi pnent ;

(iv) The taxpayer does not have a bank account or a credit card;

(v) The taxpayer's bank is unable to send or receive electronic
funds transfer transactions; or

(vi) Sonme_other circunstance or _condition_exists that, in_the
departnment's judgnent, prevents the taxpayer from conplying with the
requi renents of subsection (2) or (3) of this section

(b) "Good cause" also _includes any circunstance that, in_ the
departnent's  judgnment,  supports the efficient or  effective
admnistration_of the tax laws of this state, including_providihng
relief fromthe requirenents of subsection (2) or (3) of this section
to_any taxpayer that is_voluntarily collecting and remtting this

SSB 5571. SL p. 6
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state's sales or use taxes on sales to Washi ngton custoners but has no
legal requirenent to be reqgistered with the departnent.

Sec. 3. RCW82.32.085 and 2006 ¢ 256 s 4 are each anended to read
as follows:

(1) "Electronic funds transfer"” means any transfer of funds, other
than a transaction originated by check, drafts, or simlar paper
instrument, which is initiated through an electronic termnal,
tel ephonic instrunent, or conputer or nagnetic tape so as to order
instruct, or authorize a financial institution to debit or credit an
account .

(2)(a) Except as provided in (b) of this subsection, the electronic
funds transfer is to be conpleted so that the state receives
col l ectible funds on or before the next banking day follow ng the due
dat e.

(b) A remttance made using the automated clearinghouse debit
met hod wi Il be deened to be received on the due date if the electronic
funds transfer is initiated on or before 11:59 p.m pacific tine on the
due date with an effective paynent date on or before the next banking
day foll ow ng the due date.

(3)((2r)) The departnent ((shalt)) nust adopt rul es necessary to
i npl enent the provisions of RCW 82.32.080 and this section. The rules
((shatkt)) nust include but are not I|imted to: (()) @A)
Coordinating the filing of tax returns with paynent by el ectronic funds
transfer or_ other form of electronic paynent as_authorized by the
departnent; ((&+))) (b) formand content of electronic funds transfer;
((++Hr)) (c) voluntary wuse of electronic funds transfer wth
perm ssion of the departnent for those taxpayers that are_not subject
to the nmndatory electronic paynent requirenent in_ RCW 82.32.080;
((~)) (d) wuse of comonly accepted neans of electronic funds
transfer; ((&-)) (e) neans of crediting and recording proof of
paynment; and ((&w))) (f) means of correcting errors in transm ssion.

((

Sec. 4. RCW 82. 32. 060 and 2004 c¢ 153 s 306 are each anended to
read as foll ows:
(1) If, upon receipt of an application by a taxpayer for a refund

p. 7 SSB 5571. SL
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or for an audit of the taxpayer's records, or upon an exam nation of
the returns or records of any taxpayer, it is determned by the
departnent that within the statutory period for assessnent of taxes,
penalties, or interest prescribed by RCW82.32. 050 any anount of tax,
penalty, or interest has been paid in excess of that properly due, the
excess ampunt paid within, or attributable to, such period ((shat))
nmust be credited to the taxpayer's account or ((shalh)) nust be
refunded to the taxpayer, at the taxpayer's option. Except as provided
in subsection (2) of this section, no refund or credit ((shatt)) may be
made for taxes, penalties, or interest paid nore than four years prior
to the beginning of the cal endar year in which the refund application
is made or exam nation of records is conpl eted.

(2)(a) The execution of a witten waiver under RCW 82.32.050 or
82.32.100 ((shatt)) will extend the tinme for making a refund or credit
of any taxes paid during, or attributable to, the years covered by the
wai ver if, prior to the expiration of the waiver period, an application
for refund of such taxes is made by the taxpayer or the departnment
di scovers a refund or credit is due.

(b) A refund or credit ((shatt)) nust be allowed for an excess
paynment resulting from the failure to claim a bad debt deduction,
credit, or refund wunder RCW 82.04.4284, 82.08.037, 82.12.037
82. 14B. 150, or 82.16.050(5) for debts that becane bad debts under 26
U.S.C Sec. 166, as anended or renunbered as of January 1, 2003, |ess
than four years prior to the beginning of the cal endar year in which
the refund application is made or exam nation of records is conpleted.

(3) Any such refunds ((shalt+)) nust be nmade by neans of vouchers
approved by the departnent and by the issuance of state warrants drawn
upon and payable from such funds as the legislature may provide.
However, taxpayers who are required to pay taxes by electronic funds
transfer under RCW 82.32.080 ((shalt)) nust have any refunds paid by
el ectronic funds transfer if the departnent has the necessary account
information to facilitate a refund by electronic funds transfer.

(4) Any judgment for which a recovery is granted by any court of
conpetent jurisdiction, not appealed from for tax, penalties, and
interest which were paid by the taxpayer, and costs, in a suit by any
taxpayer ((shalt)) nust be paid in the sane manner, as provided in
subsection (3) of this section, upon the filing with the departnent of
a certified copy of the order or judgnent of the court.

SSB 5571. SL p. 8
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(a) Interest at the rate of three percent per annum ((shal-)) nust
be allowed by the departnent and by any court on the anount of any
refund, credit, or other recovery allowed to a taxpayer for taxes,
penalties, or interest paid by the taxpayer before January 1, 1992.
This rate of interest ((shaH—apphby)) applies for all interest allowed
t hrough Decenber 31, 1998. Interest allowed after Decenber 31, 1998,
((shalt)) nust be conputed at the rate as conputed under RCW
82.32.050(2). The rate so conputed ((shal+)) nust be adjusted on the
first day of January of each year for use in conputing interest for
t hat cal endar year

(b) For refunds or credits of anounts paid or other recovery
allowed to a taxpayer after Decenber 31, 1991, the rate of interest
((shalt)) nust be the rate as conputed for assessnents under RCW
82.32.050(2) less one percent. This rate of interest ((shaH—appty))
applies for all interest allowed through Decenber 31, 1998. Interest
al l oned after Decenber 31, 1998, ((shalt)) nust be conputed at the rate
as conmputed under RCW 82.32.050(2). The rate so conputed ((shaHh))
nmust be adjusted on the first day of January of each year for use in
conputing interest for that cal endar year.

(5 Interest allowed on a credit notice or refund issued after
Decenber 31, 2003, ((shatt)) nust be conputed as foll ows:

(a) If all overpaynents for each cal endar year and all reporting
periods ending with the final nonth included in a notice or refund were
made on or before the due date of the final return for each cal endar
year or the final reporting period included in the notice or refund:

(i) Interest ((shatH)) nust be conputed fromJanuary 31st foll ow ng
each cal endar year included in a notice or refund; or

(i) Interest ((shatt)) nust be conputed fromthe |ast day of the
month follow ng the final nonth included in a notice or refund.

(b) If the taxpayer has not nmade all overpaynents for each cal endar
year and all reporting periods ending with the final nonth included in
a notice or refund on or before the dates specified by RCW 82.32. 045
for the final return for each cal endar year or the final nonth included
in the notice or refund, interest ((shatk)) nust be conputed fromthe
| ast day of the nonth follow ng the date on which paynent in full of
the liabilities was nade for each cal endar year included in a notice or
refund, and the last day of the nonth followng the date on which

p. 9 SSB 5571. SL
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paynment in full of the liabilities was nade if the final nonth included
in anotice or refund is not the end of a cal endar year.

(c) Interest included in a credit notice ((shalt)) nust accrue up
to the date the taxpayer could reasonably be expected to use the credit
notice, as defined by the departnent's rules. |If a credit notice is
converted to a refund, interest ((shalh)) nust be reconputed to the
date the refund is issued, but not to exceed the anount of interest
t hat woul d have been allowed with the credit notice.

Sec. 5. RCW82.32.087 and 2001 ¢ 188 s 2 are each anended to read
as follows:

(1) The director may grant a direct pay permt to a taxpayer who
denonstrates, to the satisfaction of the director, that the taxpayer
meets the requirenents of this section. The direct pay permt allows
the taxpayer to accrue and remt directly to the departnent use tax on
the acquisition of tangible personal property or sales tax on the sale
of or charges made for |abor and/or services, in accordance with all of
the applicable provisions of this title. Any taxpayer that uses a
direct pay permt shall remt state and |ocal sales or use tax directly
to the departnent. The agreenment by the purchaser to remt tax
directly to the departnent, rather than pay sales or use tax to the
seller, relieves the seller of the obligation to collect sales or use
tax and requires the buyer to pay use tax on the tangi ble persona
property and sales tax on the sale of or charges nmade for |abor and/or
servi ces.

(2)(a) A taxpayer may apply for a permt under this section if.
(i) The ((taxpayer (i) is subject to mandatory use of electronic funds
transfer—under—ROW-82-32-080)) taxpayer's cunulative tax liability is
reasonably expected to be two hundred forty thousand dollars or nore in
the current cal endar year; or (ii) the taxpayer nmakes purchases subject
to the taxes inposed under chapter 82.08 or 82.12 RCWin excess of ten
mllion dollars per calendar year. For the purposes of this section
"tax_liability" means the anount required to be renmtted to the
departnent for taxes adm nistered under this chapter, except for the
taxes inposed or authorized by chapters 82.14A, 82.14B, 82.24, 82.27,
82. 29A, and 84. 33 RCW

(b) Application for a permt nust be mde in witing to the

SSB 5571. SL p. 10
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director in a formand manner prescribed by the departnent. A taxpayer
who transacts business in two or nore locations my submt one
application to cover the nultiple | ocations.

(c) The director ((shatlh)) nust review a direct pay permt
application in a tinely manner and shall notify the applicant, in
witing, of the approval or denial of the application. The departnent
((shalt)) nust approve or deny an application based on the applicant's
ability to conply with | ocal governnment use tax coding capabilities and
responsibilities; requirenments for vendor notification; recordkeeping
obl i gati ons; electronic data capabilities; and tax reporting
procedures. Additionally, an application may be denied if the director
determnes that denial would be in the best interest of collecting
taxes due under this title. The departnent ((shatt)) nust provide a
direct pay permt to an approved applicant wth the notice of approval.
The direct pay permt shall clearly state that the holder is solely
responsible for the accrual and paynent of the tax inposed under
chapters 82.08 and 82.12 RCW and that the seller is relieved of
l[iability to collect tax inposed under chapters 82.08 and 82.12 RCW on
all sales to the direct pay permt holder. The taxpayer may petition
the director for reconsideration of a denial.

(d) A taxpayer who uses a direct pay permt nust continue to
mai ntain records that are necessary to a determnation of the tax
l[iability in accordance with this title. A direct pay permt is not
transferable and the use of a direct pay permt may not be assigned to
athird party.

(3) Taxes for which the direct pay permt is used are due and
payable on the tax return for the reporting period in which the
t axpayer (a) receives the tangi ble personal property purchased or in
which the labor and/or services are perfornmed or (b) receives an
invoice for such property or such |abor and/or services, whichever
period is earlier.

(4) The holder of a direct pay permt ((shatt)) nust furnish a copy
of the direct pay permt to each vendor with whom the taxpayer has
opted to use a direct pay permt. Sellers who nake sal es upon which
the sales or use tax is not collected by reason of the provisions of
this section, in addition to existing requirenents under this title,
((shalt)) nust maintain a copy of the direct pay permt and any such
records or information as the departnent may specify.
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(5 Adirect pay permt is subject to revocation by the director at
any tinme the departnent determ nes that the taxpayer has violated any
provision of this section or that revocation would be in the best
interests of collecting the taxes due under this title. The notice of
revocation nust be in witing and is effective either as of the end of
the taxpayer's next normal reporting period or a date deened
appropriate by the director and identified in the revocation notice.
The taxpayer may petition the director for reconsideration of a
revocation and reinstatenment of the permt.

(6) Any taxpayer who chooses to no |onger use a direct pay permt
or whose permt is revoked by the departnent, ((shatk)) nust return the
permt to the departnment and imrediately make a good faith effort to
notify all vendors to whomthe permt was given, advising themthat the
permt is no | onger valid.

(7) Except as provided in this subsection, the direct pay permt
may be used for any purchase of tangible personal property and any
retail sale under RCW 82.04.050. The direct pay permt nay not be used
for:

(a) Purchases of neals or beverages;

(b) Purchases of notor vehicles, trailers, boats, airplanes, and
ot her property subject to requirenments for title transactions by the
departnent of |icensing;

(c) Purchases for which a resale certificate may be used;

(d) Purchases that neet the definitions of RCW82.04.050 (2)(e) and
(f), (3)(a) through (d), (f), and (g), and (5); or

(e) Oher activities subject to tax under chapter 82.08 or 82.12
RCW that the departnment by rule designates, consistent with the
pur poses of this section, as activities for which a direct pay permt
i s not appropriate and may not be used.

Passed by the Senate March 10, 2009.

Passed by the House April 9, 2009.

Approved by the Governor April 22, 2009.

Filed in Ofice of Secretary of State April 23, 2009.
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