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S-1680. 1

SENATE BI LL 6032

State of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on
By Senators Spanel, Honeyford and Gardner
Read first time 02/23/1999. Referred to Conmmttee on Ways & Means.

AN ACT Rel ating to granting the departnent of revenue the authority
to issue direct paynent permts; anendi ng RCW82. 08. 050, 82.12. 040, and
82.32.160; adding a new section to chapter 82.32 RCW creating a new
section; prescribing penalties; providing an effective date; and
decl ari ng an energency.

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

NEW SECTION. Sec. 1. A new section is added to chapter 82.32 RCW
to read as foll ows:

(1) Upon application by a taxpayer, the director may allow a
t axpayer to accrue and remt the taxes i nposed under chapters 82.08 and
82.12 RCW directly to the departnent pursuant to the issuance of a
direct paynent permt.

(2) Taxpayers applying for a direct paynment permt nust apply in
witing to the director in a form and manner prescribed by the
departnment by rule. A taxpayer who transacts business in two or nore
| ocations may file one application to the departnent for nultiple
| ocations, but a separate direct paynent permt nust be i ssued for each
pl ace of business identified in the application by the taxpayer.
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(3) The director shall review all direct paynent permt

applications in a tinely manner and shall inform the applicant, in
witing, of the authorization or denial of the direct paynent permt
wi thin sixty days follow ng the receipt of the application. If denied

a direct paynent permt, the taxpayer shall have the right to petition
the denial to the departnent pursuant to the provisions of RCW
82. 32. 160.

(4) If approved, the direct paynent permt hol der nust continue to
maintain all records that are necessary to a determnation of the
correct tax liability in accordance with RCW 82.32. 070.

(5) Each holder of a valid direct paynent permt shall, on a form
approved by the departnent, accrue and pay directly to the depart nent
the taxes due for all transactions subject to tax under chapters 82.08
and 82.12 RCW Taxes for which the direct paynent permt is used shall
be consi dered due and payable on the tax return next due follow ng the
date on which a determnation of taxability is made for a given
transacti on, unl ess otherw se provided by witten agreenent between the
t axpayer and the departnent.

(6) The holder of a direct paynent permt shall furnish a copy of
the direct paynent permt or other docunentation authorized by the
departnment to each vendor from whom the hol der purchases, |eases, or
rents tangible personal property or services under a direct paynent
permt. The direct paynment permt shall clearly state that the hol der
is solely responsible for the accrual and paynent of the taxes under
chapters 82.08 and 82.12 RCWand that the seller is relieved of their
l[iability under RCW 82.08.050 to collect taxes on all sales to the
di rect paynent permt hol der. However, sellers who nmake sal es upon
which the tax is not collected by reason of the provisions of this
subsection shall maintain records in such manner that the anount
i nvol ved and identity of the buyer may be ascertai ned.

(7) A direct paynent permt holder that uses a permt to nake
t axabl e purchases of tangible personal property or services shal
report and pay all applicable local sales or use taxes on those
purchases. The | ocal sales tax shall be calculated at the rate i nposed
by the jurisdiction in which the sale occurs and the |ocal use tax
shall be calculated at the rate inposed by the jurisdiction in which
the first use in the state occurs.

(8) A direct paynent permt is not transferable and the use of a
direct paynent permt nmay not be assigned to a third party.
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(9) Al direct paynent permts are subject to revocation by the
director at any tinme the departnent determnes that the taxpayer
hol ding the direct paynent permt has violated any provision of this
section or that the revocation would be in the best interests of
collecting the taxes due under chapters 82.08 and 82.12 RCW The
notice of revocation nust be in witing and effective as of the end of
the taxpayer’s next normal reporting period. However, the taxpayer
shall have the right to petition the revocation to the departnent
pursuant to the provisions of RCW 82.32. 160.

(10) Any taxpayer whose direct paynent permt is either voluntarily
forfeited or revoked by the departnent shall return the direct paynent
permt to the departnent and i mmedi ately nmake a good faith effort to
notify all vendors fromwhom purchases are nmade advi sing themthat the
direct paynent permt issued to the taxpayer is no |onger valid.
Failure to give this notice is a m sdeneanor

(11) The departnment may adopt rules that are necessary for the
adm ni stration of this section.

Sec. 2. RCWS82.08.050 and 1993 sp.s. ¢ 25 s 704 are each anended
to read as foll ows:

The tax hereby inposed shall be paid by the buyer to the seller,
and each seller shall collect fromthe buyer the full anmount of the tax
payabl e i n respect to each taxabl e sale in accordance with the schedul e
of collections adopted by the departnent pursuant to the provisions of
RCW 82. 08. 060. The tax required by this chapter, to be collected by
the seller, shall be deened to be held in trust by the seller unti
paid to the departnent, and any seller who appropriates or converts the
tax collected to his or her own use or to any use other than the
paynent of the tax to the extent that the noney required to be
collected is not avail able for paynment on the due date as prescribed in
this chapter shall be guilty of a gross m sdeneanor.

In case any seller fails to collect the tax herein inposed or
having collected the tax, fails to pay it to the departnment in the
manner prescribed by this chapter, whether such failure is the result
of his or her owmn acts or the result of acts or conditions beyond his
or her control, he or she shall, neverthel ess, be personally liable to
the state for the amount of the tax, unless the seller has taken from
the buyer in good faith a properly executed resale certificate under
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RCW 82.04.470 or a copy of a valid direct paynent permt issued
pursuant to section 1 of this act.

The anount of tax, until paid by the buyer to the seller or to the
departnent, shall constitute a debt fromthe buyer to the seller and
any seller who fails or refuses to collect the tax as required with
intent to violate the provisions of this chapter or to gain sone
advantage or benefit, either direct or indirect, and any buyer who
refuses to pay any tax due under this chapter shall be guilty of a
m sdeneanor. The tax required by this chapter to be collected by the
seller shall be stated separately fromthe selling price in any sales
i nvoice or other instrunment of sale. On all retail sales through
vendi ng machines, the tax need not be stated separately from the
selling price or collected separately fromthe buyer. For purposes of
determining the tax due from the buyer to the seller and from the
seller to the departnent it shall be conclusively presuned that the
selling price quoted in any price list, sales docunment, contract or
ot her agreenent between the parties does not include the tax i nposed by
this chapter, but if the seller advertises the price as including the
tax or that the seller is paying the tax, the advertised price shal
not be considered the selling price.

Where a buyer has failed to pay to the seller the tax inposed by
this chapter and the seller has not paid the amobunt of the tax to the
departnent, the departnent may, in its discretion, proceed directly
agai nst the buyer for collection of the tax, in which case a penalty of
ten percent may be added to the anpbunt of the tax for failure of the
buyer to pay the sane to the seller, regardl ess of when the tax may be
coll ected by the departnent; and all of the provisions of chapter 82. 32
RCW including those relative to interest and penalties, shall apply in
addi tion; and, for the sol e purpose of applying the various provisions
of chapter 82.32 RCW the twenty-fifth day of the nmonth foll ow ng the
tax period in which the purchase was made shall be considered as the
due date of the tax.

Sec. 3. RCWB82.12.040 and 1986 c¢c 48 s 1 are each anended to read
as follows:

(1) Every person who maintains in this state a pl ace of business or
a stock of goods, or engages in business activities within this state,
shall obtain from the departnent a certificate of registration, and
shall, at the tinme of making sales, or making transfers of either
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possession or title or both, of tangible personal property for use in
this state, collect fromthe purchasers or transferees the tax inposed
under this chapter. For the purposes of this chapter, the phrase
"maintains in this state a place of business" shall include the
solicitation of sales and/or taking of orders by sales agents or
travel ing representatives. For the purposes of this chapter, "engages
in business activity within this state" includes every activity which
is sufficient under the Constitution of the United States for this
state to require collection of tax under this chapter. The departnent
shall inrules specify activities which constitute engagi ng i n busi ness
activity within this state, and shall keep the rules current with
future court interpretations of the Constitution of the United States.

(2) Every person who engages in this state in the business of
acting as an independent selling agent for persons who do not hold a
valid certificate of registration, and who receives conpensation by
reason of sales of tangible personal property of his principals mde
for use in this state, shall, at the tine such sales are made, coll ect
fromthe purchasers the tax inposed under this chapter, and for that
pur pose shall be deened a retailer as defined in this chapter.

(3) The tax required to be collected by this chapter shall be
deened to be held in trust by the retailer until paid to the departnent
and any retail er who appropriates or converts the tax collected to his
own use or to any use other than the paynent of the tax provided herein
to the extent that the noney required to be collected is not avail able
for paynment on the due date as prescribed shall be guilty of a
m sdeneanor . In case any seller fails to collect the tax herein
i nposed or having collected the tax, fails to pay the sanme to the
departnent in the manner prescribed, whether such failure is the result
of his own acts or the result of acts or conditions beyond his control,
he shall neverthel ess, be personally liable to the state for the anount
of such tax, unless the seller has taken fromthe buyer in good faith
a copy of a valid direct paynent permt issued pursuant to section 1 of
this act.

(4) Any retailer who refunds, remts, or rebates to a purchaser, or
transferee, either directly or indirectly, and by whatever neans, al
or any part of the tax levied by this chapter shall be guilty of a
m sdeneanor .
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Sec. 4. RCWS82.32.160 and 1989 ¢ 378 s 22 are each anended to read
as follows:

(1) Any person having been issued a notice of additional taxes,
del i nquent taxes, interest, or penalties assessed by the departnent,
may wwthin thirty days after the i ssuance of the original notice of the
anount thereof or within the period covered by any extension of the due
date thereof granted by the departnent petition the departnment in
witing for a correction of the amunt of the assessnment, and a
conference for exam nation and revi ew of the assessnent. The petition
shall set forth the reasons why the correction should be granted and
the amount of the tax, interest, or penalties, which the petitioner

believes to be due. The departnent shall pronptly consider the
petition and may grant or deny it. |If denied, the petitioner shall be
notified by mail thereof forthwith. |If a conference is granted, the
departnment shall fix the tine and place therefor and notify the
petitioner thereof by mail. After the conference the departnent may
make such determ nation as nmay appear to it to be just and | awful and
shall mail a copy of its determnation to the petitioner. |[If no such

petition is filed within the thirty-day period the assessnent covered
by the notice shall becone final

(2) The procedures provided for herein shall also apply ((atse)) to
a notice denying, in whole or in part, an application for a pollution
control tax exenption and credit certificat e((;—wthsuchrpdifications

may—be)). The departnent nmay, however, make nodifications to the
procedures established by departnment rules that are necessary to
accommodate a claimfor exenption or credit.

(3) The procedures provided for herein shall also apply to a notice
denying, in whole or in part, an application for a direct paynent
permt or the revocation of a direct paynent permt. The departnent
may establish nodifications to the procedures established by depart nent
rules that are necessary to accommodate relief for the taxpayer denied
a permt or whose permt was revoked.

NEW SECTION. Sec. 5. (1) The departnent of revenue shall form an
advisory commttee consisting of representatives of |ocal governnent
and taxpayers to study additional ways to use the direct paynent perm:t
authority contained in section 1 of this act to:
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(a) Reduce the admnistrative burden of determning taxability,
collecting, verifying, calculating, and remtting the taxes inposed in
chapters 82.08 and 82. 12 RCW

(b) Provide for inproved conpliance with sales and use tax | aws;

(c) Provide for nore accurate conpliance in circunstances where
determ nation of taxability of an itemis difficult or inpractical at
the time of purchase;

(d) Provide for nore accurate calculation of the tax where new or
el ectroni ¢ business processes such as electronic data, interchange,
eval uated receipts settlenent, geographic information systens, or
conputer-assisted audits are utilized; and

(e) Provide for nore accurate determ nation and cal cul ati ons of tax
where significant automation or centralization of purchasing or
accounting processes have occurred and the taxpayer nust conply with
the many differing rates of |ocal sales and use taxes.

(2) The departnent of revenue shall report back to the |l egislature
by Decenber 31, 1999, regarding the departnent’s initial experience

with the direct paynent permt programand shall, in consultation with
the advisory conmmttee established in subsection (1) of this section,
make recommendations for potential legislation that will inprove and

enhance the direct paynent permt program

NEW SECTI ON. Sec. 6. This act is necessary for the imedi ate
preservation of the public peace, health, or safety, or support of the
state governnment and its existing public institutions, and takes effect
July 1, 1999.

~-- END ---

p. 7 SB 6032



