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SUBSTI TUTE HOUSE BI LL 1342

Passed Legislature - 1997 Regul ar Session
St ate of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on

By House Comm ttee on Finance (originally sponsored by Representatives
B. Thonas, Dunshee and Wensnan; by request of Departnment of Revenue)

Read first tine 03/05/97.

AN ACT Relating to interest and penalty admnistration of the
departnment of revenue; and anending RCW 82.32.050, 82.32.060,
82.32.210, 82.45.100, 83.100.070, and 83.100. 130.

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

Sec. 1. RCW82.32.050 and 1996 ¢ 149 s 2 are each anended to read
as follows:

(1) If upon exam nation of any returns or from other information
obtained by the departnment it appears that a tax or penalty has been
paid |l ess than that properly due, the departnment shall assess agai nst
the taxpayer such additional anmount found to be due and shall add
thereto interest on the tax only. The departnment shall notify the
taxpayer by mail of the additional anpbunt and the additional anount
shal | becone due and shall be paid within thirty days fromthe date of
the notice, or within such further tine as the departnent nmay provide.

(a) For tax liabilities arising before January 1, 1992, interest
shall be conputed at the rate of nine percent per annumfromthe | ast
day of the year in which the deficiency is incurred until the earlier
of Decenber 31, 1998, or the date of paynment ((fer—tax—abiHties

art+stng-beforeJanvary—1—1992)). After Decenber 31, 1998, the rate of
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interest shall be variable and conputed as provided in subsection (2)
of this section. The rate so conputed shall be adjusted on the first
day of January of each year for use in conputing interest for that
cal endar year.

(b) For tax liabilities arising after Decenber 31, 1991, ((unt+-
the—date—of payrent;-)) the rate of interest shall be variable and
conputed as provided in subsection (2) of this section fromthe |ast
day of the year in which the deficiency is incurred until the date of
paynent. The rate so conputed shall be adjusted on the first day of

January of each year ((—™Fhe—departrent—shal—notify—thetaxpayer—by

further—t+re—as—the—departrent—may—provide)) for use in conputing

interest for that cal endar year.

(c) Interest inposed after Decenber 31, 1998, shall be conputed
fromthe | ast day of the nonth foll ow ng each cal endar year included in
a notice, and the last day of the nonth followng the final nonth
included in a notice if not the end of a calendar year, until the due

date of the notice. |If payment in full is not made by the due date of
the notice, additional interest shall be conputed until the date of
paynent . The rate of interest shall be variable and conputed as

provided in subsection (2) of this section. The rate so conputed shal
be adjusted on the first day of January of each year for use in
conputing interest for that cal endar year.

(2) For the purposes of this section, the rate of interest to be
charged to the taxpayer shall be an average of the federal short-term
rate as defined in 26 U S.C. Sec. 1274(d) plus two percentage points.
The rate shall be conputed by taking an arithnetical average to the
nearest percentage point of the federal short-term rate, conpounded
annual ly, for the nonths of January, April, July, and Cctober of the
i mredi ately precedi ng cal endar year as published by the United States
secretary of the treasury.

(3) No assessnent 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 tax year, except (a) against a
t axpayer who has not registered as required by this chapter, (b) upon
a show ng of fraud or of msrepresentation of a material fact by the
t axpayer, or (c) where a taxpayer has executed a witten wai ver of such
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limtation. The execution of a witten waiver shall also extend the
period for making a refund or credit as provided in RCW82.32.060(2).

(4) For the purposes of this section, "return" nmeans any docunent
a person is required by the state of Washington to file to satisfy or
establish a tax or fee obligation that is adm nistered or coll ected by
t he departnent of revenue and that has a statutorily defined due date.

Sec. 2. RCW82.32.060 and 1992 ¢ 169 s 2 are each anended to read
as follows:

(1) If, upon receipt of an application by a taxpayer for a refund
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
departnment that wthin 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 anount paid within, or attributable to, such period shall be
credited to the taxpayer’s account or shall be refunded to the
t axpayer, at the taxpayer’s option. Except as provided in subsections
(2) and (3) of this section, no refund or credit shall be nade for
taxes, penalties, or interest paid nore than four years prior to the
begi nni ng of the cal endar year in which the refund application is made
or exam nation of records is conpl et ed.

(2) The execution of a witten waiver under RCW 82.32.050 or
82.32.100 shall extend the tine for making a refund or credit of any
taxes paid during, or attributable to, the years covered by the waiver
if, prior to the expiration of the waiver period, an application for
refund of such taxes is nmade by the taxpayer or the departnent
di scovers a refund or credit is due.

(3) Notwithstanding the foregoing limtations there shall be
refunded or credited to taxpayers engaged in the performance of United
St at es governnent contracts or subcontracts the amobunt of any tax paid,
measured by that portion of the amounts received from the United
States, which the taxpayer is required by contract or applicable
federal statute to refund or credit to the United States, if claimfor
such refund is filed by the taxpayer with the departnment within one
year of the date that the anount of the refund or credit due to the
United States is finally determned and filed within four years of the
date on which the tax was paid: PROVIDED, That no interest shall be
al l oned on such refund.

p. 3 SHB 1342. SL
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(4) Any such refunds shall be made by nmeans of vouchers approved by
the departnment 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 shall have any refunds paid by electronic funds
transfer.

(5) Any judgnent 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
t axpayer shall be paid in the same manner, as provided in subsection
(4) of this section, uponthe filing wwth the departnent of a certified

copy of the order or judgnent of the court. ((Exeept—astothe—ecredits
. . hori u 04, )

(a) Interest at the rate of three percent per annum shall be
al | oned 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 shall apply for all interest allowed through Decenber 31
1998. Interest allowed after Decenber 31, 1998, shall be conputed at
the rate as conputed under RCW 82.32.050(2). The rate so conputed
shall be adjusted on the first day of January of each year for use in
conputing interest for that cal endar year.

(b) For refunds or credits of anmounts paid or other recovery
allowed to a taxpayer after Decenber 31, 1991, the rate of interest
shal | be the rate as conputed for assessnents under RCW82. 32. 050(2) ((+
less—onepercentagepoint)). The rate so conputed shall be adjusted on
the first day of January of each year for use in conputing interest for
t hat cal endar year

Sec. 3. RCWS82.32.210 and 1987 ¢ 405 s 15 are each anended to read
as follows:

(1) If any fee, tax, increase, or penalty or any portion thereof is
not paid within fifteen days after it becomes due, the departnent of
revenue may issue a warrant under its official seal in the anmount of
such unpai d suns, together with interest thereon ((at—the+rate—-of—one
thereof—after—the dateofsuech—warrant)) fromthe date the warrant is
issued until the date of paynent. | f, however, the departnent of
revenue believes that a taxpayer is about to cease business, |eave the

SHB 1342. SL p. 4
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state, or renove or dissipate the assets out of which fees, taxes or
penalties m ght be satisfied and that any tax or penalty will not be
pai d when due, it may declare the fee, tax or penalty to be i medi ately
due and payable and may issue a warrant inmediately.

(a) Interest inposed before January 1, 1999, shall be conputed at
the rate of one percent of the anmount of the warrant for each thirty

days or portion thereof.

(b) Interest inposed after Decenber 31, 1998, shall be conputed on
a daily basis on the anmbunt of outstanding tax or fee at the rate as

comput ed under RCW 82.32.050(2). The rate so computed shall be

adjusted on the first day of January of each year for use in conputing

interest for that cal endar vyear. As used in this subsection, "fee"

does not include an admnistrative filing fee such as a court filing

fee and warrant fee.

(2) The departnent shall file a copy of the warrant with the clerk
of the superior court of any county of the state in which real and/or
personal property of the taxpayer may be found. Upon filing, the clerk
shall enter in the judgnment docket, the name of the taxpayer nmentioned
in the warrant and in appropriate colums the anmount of the fee, tax or
portion thereof and any increases and penalties for which the warrant
is issued and the date when the copy is filed, and t hereupon the anount
of the warrant so docketed shall becone a specific |lien upon all goods,
war es, nmerchandi se, fixtures, equipnment, or other personal property
used in the conduct of the business of the taxpayer against whomthe
warrant is issued, including property owned by third persons who have
a beneficial interest, direct or indirect, in the operation of the
busi ness, and no sale or transfer of the personal property in any way
affects the lien.

(3) The lien shall not be superior, however, to bona fide interests
of third persons which had vested prior to the filing of the warrant
when the third persons do not have a beneficial interest, direct or
indirect, in the operation of the business, other than the securing of
the paynent of a debt or the receiving of a regular rental on
equi pnent ( (—PROVI-BED—HOAEVER—Fhat) ) . The phrase "bona fide
interests of third persons” does not include any nortgage of real or
personal property or any other credit transaction that results in the
nor t gagee or the hol der of the security acting as trustee for unsecured
creditors of the taxpayer nentioned in the warrant who executed the
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chattel or real property nortgage or the docunent evidencing the credit
transacti on.

(4) The anount of the warrant so docketed shall thereupon also
becone a lien upon the title to and interest in all other real and
personal property of the taxpayer agai nst whomit is issued the same as
a judgnent in a civil case duly docketed in the office of the clerk.
The warrant so docketed shall be sufficient to support the issuance of
wits of garnishment in favor of the state in the manner provided by
law in the case of judgnments wholly or partially unsatisfied.

Sec. 4. RCW82.45.100 and 1996 ¢ 149 s 5 are each anended to read
as follows:

(1) Paynment of the tax inposed under this chapter is due and
payable imedi ately at the tine of sale, and if not paid within one
mont h thereafter shall bear interest ((at—the+ate—of—onepercent—per
month)) fromthe time of sale until the date of paynent.

(a) Interest inposed before January 1, 1999, shall be conputed at
the rate of one percent per nonth.

(b) Interest inposed after Decenber 31, 1998, shall be conputed on
a nonthly basis at the rate as conputed under RCW 82.32.050(2). The
rate so conputed shall be adjusted on the first day of January of each
year for use in conputing interest for that calendar year. The
departnment of revenue shall provide witten notification to the county
treasurers of the variable rate on or before Decenber 1 of the year
precedi ng the cal endar year in which the rate applies.

(2) In additionto the interest described in subsection (1) of this
section, if the paynment of any tax is not received by the county
treasurer or the departnent of revenue, as the case may be, within one
month of the date due, there shall be assessed a penalty of five
percent of the anbunt of the tax; if the tax is not received within two
nmont hs of the date due, there shall be assessed a total penalty of ten
percent of the amobunt of the tax; and if the tax is not received within
three nonths of the date due, there shall be assessed a total penalty
of twenty percent of the anopunt of the tax. The paynent of the penalty
described in this subsection shall be collectible fromthe seller only,
and RCW 82.45.070 does not apply to the penalties described in this
subsecti on.

(3) If the tax inposed under this chapter is not received by the
due date, the transferee shall be personally liable for the tax, along

SHB 1342. SL p. 6
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with any interest as provided in subsection (1) of this section,
unl ess:

(a) An instrunent evidencing the sale is recorded in the official
real property records of the county in which the property conveyed is
| ocat ed; or

(b) Either the transferor or transferee notifies the departnent of
revenue in witing of the occurrence of the sale within thirty days
follow ng the date of the sale.

(4) 1f upon exam nation of any affidavits or fromother information
obtained by the departnent or its agents it appears that all or a
portion of the tax is unpaid, the departnent shall assess against the
taxpayer the additional anount found to be due plus interest and
penal ties as provided in subsections (1) and (2) of this section. The
departnent shall notify the taxpayer by mail of the additional anount
and t he sanme shall becone due and shall be paid within thirty days from
the date of the notice, or within such further tinme as the departnent
may provide.

(5) No assessnent or refund may be nmade by t he departnent nore than
four years after the date of sale except upon a show ng of:

(a) Fraud or m srepresentation of a material fact by the taxpayer;

(b) Afailure by the taxpayer to record docunentation of a sale or
otherwi se report the sale to the county treasurer; or

(c) Afailure of the transferor or transferee to report the sale
under RCW 82. 45. 090(2).

(6) Penalties collected on taxes due under this chapter under
subsection (2) of this section and RCW82.32.090 (2) through (6) shall
be deposited in the housing trust fund as described in chapter 43.185
RCW

*Sec. 5. RCW83.100.070 and 1996 c¢ 149 s 13 are each amended to
read as foll ows:

(1) Any tax due under this chapter which is not paid by the due
dat e under RCWS83. 100. 060(1) shall bear interest at the rate of twelve
percent per annum from the date the tax is due until the date of
paynent .

(2) Interest inposed under this section for periods after January
1, 1997, shall be conputed at the rate as conputed under RCW
82.32.050(2). The rate so conputed shall be adjusted on the first day
of January of each year.

p. 7 SHB 1342. SL



© 00 N O Ol WDN P

e
N R O

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

(3) If the Washington return is not filed when due under RCW
83. 100. 050, then the person required to file the federal return shall
pay, in addition to interest, a penalty equal to five percent of the
tax due for each nonth after the date the return is due until filed.
No penalty may exceed twenty-five percent of the tax.

(4) If the departnent finds that a return due under this chapter
has not been filed by the due date, and the del i nquency was the result
of circunstances beyond the control of the person required to file the
federal return, the department shall waive or cancel any penalties
inposed under this chapter with respect to the filing of such a tax
return.

*Sec. 5 was vetoed. See nmessage at end of chapter

Sec. 6. RCW 83.100.130 and 1996 c 149 s 14 are each anended to
read as foll ows:

(1) Whenever the departnent determnes that a person required to
file the federal return has overpaid the tax due under this chapter
the departnment shall refund the anmpbunt of the overpaynent, together
wWth interest at the then existing rate under RCW 83. 100.070(1). | f
the application for refund, with supporting docunents, is filed within
four nonths after an adjustnent or final determ nation of federal tax
l[iability, the departnment 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 adjustnent or final determ nation,
t he departnment shall pay interest only until the end of the four-nonth
peri od.

(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

poi nt ((—and)). Interest allowed after Decenber 31, 1998, shall be
conputed at the rate as conputed under RCW 82.32.050(2). | nt er est
shall be refunded from the date of overpaynent until the date the

refund is mailed. The rate so conputed shall be adjusted on the first
day of January of each year.

Passed the House March 12, 1997.

Passed the Senate April 10, 1997.

Approved by the Governor April 23, 1997, with the exception of
certain itens that were vetoed.

Filed in Ofice of Secretary of State April 23, 1997.

Note: Governor’s explanation of partial veto is as foll ows:

SHB 1342. SL p. 8
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"I am returning herewith, w thout ny approval as to section 5,
Substitute House Bill No. 1342 entitl ed:

"AN ACT Relating to interest and penalty adm nistration of the
departnent of revenue;"

Section 5 of the bill would create a doubl e anendnent problemw th
Substitute Senate Bill 5121.

For these reasons, | have vetoed section 5 of Substitute House Bill

No. 1342. Wth the exception of section 5, | am approving Substitute
House Bill No. 1342."

p. 9 SHB 1342. SL



