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SENATE BI LL 5083

Passed Legislature - 2011 Regul ar Session
State of WAshi ngton 62nd Legi sl ature 2011 Regul ar Session

By Senators Ranker, Kilnmer, Swecker, Hobbs, Holnguist Newbry,
Zarelli, Hargrove, Eide, Harper, Tom Honeyford, Wite, Parlette,
Eri cksen, Shin, Hewitt, Shel don, Roach, and Benton

Read first tinme 01/13/11. Referred to Cormmittee on Ways & Means.

AN ACT Relating to clarifying that the basis for business and
occupation tax for real estate firns is the comm ssion anount received
by each real estate firm involved in a transaction; anmending RCW
82. 04. 255; and creating new secti ons.

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

NEW SECTION. Sec. 1. The legislature intends to clarify existing
| aw that the basis for determ ning the business and occupation tax for
real estate firnms is the comm ssion anount received by each real estate
firminvolved in a real estate transaction. In clarifying existing
law, the legislature intends to preserve the historic mnethod of
cal cul ati ng busi ness and occupation tax for real estate firns.

Sec. 2. RCWS82.04.255 and 1997 ¢ 7 s 1 are each anended to read as
fol | ows:

(1) Upon every person engaging within the state ((as—a+real—estate
broeker)) in the business of providing real estate brokerage services;
as to such persons, the anount of the tax with respect to such busi ness
((shalt—be)) is equal to the gross incone of the business, nmultiplied
by the rate of 1.5 percent.

p. 1 SB 5083. SL



© 00 N O Ol WDN P

N NN NRRRRRRRRPR P
W N R O O oo ~NOO O D WOWDN - O

24
25

(2) The neasure of the tax on real estate conmmi ssions earned by the
real estate ((broker—shall—be)) firmis the gross conm ssion earned by
the particular real estate ((brokerage—effiee)) firm including that
portion of the conmm ssion paid to ((saleswenr—eor—assectate)) brokers,
i ncl udi ng desi gnated and nmanagi ng brokers, in the sane ((efHee)) firm
on a particular transaction((—PROUDED-—HOAEVER-—TFhat-—where)) .
However, when a real estate conmm ssion on a particular transaction is
divi ded (( between—an—ortgnattng—brokerage—ofHece—and—a—cooperating
brokerage—oeH+tece—on—a—partieular —transaction-—each—brokerage—slHce
shal)) anong _real estate firns_at the closing of the_ transaction,
including a firmlocated out of state, each firmnust pay the tax only
upon ((thei+r)) 1its respective shares of said conmm ssion((——AND
PROW-DEDFURTHER - —Fhat—wherethe —brokerage—oeff+e€e)). Mreover, when
the real estate firmhas paid the tax as provi ded herein, ((salesrenr—or
assoeetate)) brokers, including designated and nanagi ng brokers, within
the sanme ((brokerage—off+ece—shall)) real estate firm nmay not be
required to pay a simlar tax upon the sane transaction. |1f any firm
| ocated out of state receives a share of conm ssion on a particular
transaction, that conpany_ or_ broker nust pay the tax_based _on_the
requi renents of this section and RCW82. 04. 067.

(3) For the purposes of this section, "broker," "designated
broker," "managing broker," and "real estate firm' have the sane
neani ng as provided in RCW18. 85. 011.

*NEW SECTION. Sec. 3. This act applies both prospectively and
retroactively.

*Sec. 3 was vetoed. See nessage at end of chapter.
Passed by the Senate March 2, 2011.
Passed by the House April 8, 2011.
Approved by the Governor My 12, 2011, with the exception of
certain itens that were vetoed.
Filed in Ofice of Secretary of State May 13, 2011.

Not e: Governor's explanation of partial veto is as follows:

"I amreturning herewith, w thout ny approval as to Section 3, Senate
Bill 5083 entitled:

"AN ACT Relating to clarifying that the basis for business and
occupation tax for real estate firns is the conm ssion anount received
by each real estate firminvolved in a transaction."

Senate Bill 5083 provides that when a real estate commission on a
particular transaction is divided anmong real estate firns at the
closing of the transaction, each firm nmust pay the tax only upon its
respective share.

Section 3 would apply this act both prospectively and retroactively.
The retroactive application of the bill would reward delinquent
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t axpayers while those who paid on tinme would not receive a refund
under the prohibition on the gift of state funds in Article VIII,
Section 5 of the Wshington Constitution, as interpreted by the
Washi ngton Suprene Court.

For this reason, | have vetoed Section 3 of Senate Bill 5083.
Wth the exception of Section 3, Senate Bill 5083 is approved."”
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