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SENATE BI LL 6074

St ate of WAshi ngt on 59th Legislature 2005 Regul ar Sessi on
By Senators Kohl-Welles, Thi baudeau, Kline and Jacobsen

Read first time 03/03/2005. Referred to Commttee on Ways & Means.

AN ACT Relating to fiscal reform anending RCW 82.03.130,
82. 03. 140, 2.10. 180, 2.12. 090, 6. 13. 030, 41. 24. 240, 41. 35. 100,
41. 40. 052, 41.44.240, and 43.43.310; reenacting and anending RCW
6.15. 020, 41.32.052, and 41.26.053; adding a newtitle to the Revised
Code of Washington to be codified as Title 82A RCW creating a new
section; repealing RCW 6. 15.025; prescribing penalties; and providing
an effective date.

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

PART |
GENERAL PROVI SI ONS

NEW SECTION. Sec. 101. | NTENT. It is the intent of the
| egislature in adopting this title to provide the necessary revenues
for the support of vital state services on a nore stable and equitable
basi s.

PART 11
DEFI NI TI ONS
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NEW SECTI ON.  Sec. 201. | NTRODUCTORY. Unless the context clearly
requires otherw se, the definitions in sections 202 through 212 of this
act apply throughout this title.

NEW SECTION. Sec. 202. ADJUSTED GROSS | NCOVE. "Adj usted gross
i nconme"” neans adjusted gross incone as determ ned under the interna
revenue code.

NEW SECTI ON. Sec. 203. DEPARTMENT. "Departnent” neans the state
depart nent of revenue.

NEW SECTION. Sec. 204. FEDERAL BASE | NCOME. "Federal base
i ncome" mneans:

(1) For individuals, adjusted gross incone;

(2) For estates and trusts, taxable inconme as determned for
estates and trusts consistent with subtitle A, chapter |, subchapter J
of the internal revenue code.

NEW SECTI ON. Sec. 205. | NDI VI DUAL. "I ndividual" neans a natural
person.
NEW SECTI ON. Sec. 206. | NTERNAL REVENUE CODE. "I nternal revenue

code" neans the United States internal revenue code of 1986 and
amendnents thereto, as existing and in effect on January 1, 2004.

NEW SECTION. Sec. 207. PERSON. "Person" includes individuals,
partnerships, firnms, conpanies, fiduciaries, estates, trusts, and any
other group or conbination acting as a unit, but does not include
cor porations.

NEW SECTION. Sec. 208. RESI DENT. (1) "Resident" includes an
i ndi vi dual who:

(a) Has resided in this state for the entire tax year; or

(b) I's domciled in this state unless the individual

(1) Maintains no permanent place of abode in this state; and

(1i) Does not maintain a permanent place of abode el sewhere; and

(1i1) Spends in the aggregate not nore than thirty days in the tax
year in this state; or
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(c) I's not domciled in this state, but maintains a pernmanent place
of abode in this state and spends in the aggregate nore than one
hundred eighty-three days of the tax year in this state unless the
i ndi vi dual establishes to the satisfaction of the director of revenue
that the individual is in the state only for tenporary or transitory
pur poses; or

(d) dains the state of Washington as the individual's tax honme for
federal incone tax purposes.

(2) A resident estate neans an estate of which a personal
representative was appointed by a Washington court or an estate
adm nistration of which is carried on in this state.

(3) Aresident trust nmeans a trust whose situs as determ ned by RCW
11. 96A. 030 is within the state of Washi ngton.

NEW SECTI ON.  Sec. 209. S CORPORATI ON. "S corporation” neans an
S corporation as defined in section 1361 of the internal revenue code.

NEW SECTI ON. Sec. 210. TAXABLE | NCOVE. "Taxabl e income"” mneans
federal base incone as nodified under sections 401 through 503 of this
act .

NEW SECTI ON. Sec. 211. TAXABLE YEAR "Taxabl e year" neans the
t axpayer's taxabl e year as defined under the internal revenue code.

NEW SECTION. Sec. 212. TAXPAYER "Taxpayer" means a person
recei ving i ncome subject to tax under this title.

NEW SECTI ON. Sec. 213. DEFINITION OF TERVS GENERALLY. Except as
provi ded in sections 201 through 212 of this act, any termused in this
title has the sanme neani ng as when used in a conparable context in the
i nternal revenue code.

PART |11
DETERM NATI ON OF TAX

NEW SECTION. Sec. 301. TAX | MPOSED- - RATE. A tax is inposed at
the rate of two percent on all taxable incone of resident individuals,
estates, and trusts and on all individuals, estates, and trusts
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deriving incone from sources in Wshington for each taxable year.
Taxabl e i ncone of a taxpayer exenpt fromtaxation by internal revenue
code section 501 is exenpt fromtaxation by this title.

NEW SECTION. Sec. 302. CREDIT FOR |INCOVE TAXES DUE ANOTHER
JURISDICTION. (1) A resident individual, estate, or trust is allowed
a credit against the tax inposed under this title for the anmount of any
inconme tax inposed by another state or foreign country, or politica
subdi vision of the state or foreign country, on incone taxed under this
title, subject to the following conditions, which shall be inposed
separately wth respect to each taxing jurisdiction:

(a) The credit is allowed only for taxes inposed by the other
jurisdiction on net income fromsources within that jurisdiction; and
(b) The amobunt of the credit shall not exceed the smaller of:

(i) The amobunt of tax paid to the other jurisdiction on net incone
fromsources within the other jurisdiction; or

(i1) The ampunt of tax due under this title before application of
credits allowable by this title, multiplied by a fraction. The
nunmerator of the fraction is the anobunt of the taxpayer's adjusted
gross inconme subject to tax in the other jurisdiction. The denom nator
of the fraction is the taxpayer's total adjusted gross incone as
nodi fied by this title. The fraction shall never be greater than one.

(2) If, in lieu of a credit simlar to the credit allowed under
subsection (1) of this section, the laws of the other taxing
jurisdiction contain a provision exenpting a resident of this state
fromliability for the paynent of incone taxes on incone earned for
personal services performed in such jurisdiction, then the director is
authorized to enter into a reciprocal agreenent with such jurisdiction
providing a simlar tax exenption on incone earned for personal
services perfornmed in this state.

NEW SECTION. Sec. 303. DUAL RESI DENCE. If an individual 1is
regarded as a resident both of this state and another jurisdiction for
state personal incone tax purposes, the departnent shall reduce the tax
on that portion of the taxpayer's inconme which is subjected to tax in
both jurisdictions solely by virtue of dual residence, if the other
taxing jurisdiction allows a simlar reduction. The reduction shal
equal the lower of the two taxes applicable to the incone taxed tw ce,
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multiplied by a fraction. The nunerator of the fraction is the tax
i nposed by this state on the incone taxed twice. The denom nator of
the fraction is the tax inposed by both jurisdictions on the incone
taxed twce. The fraction shall never be greater than one.

NEW SECTI ON.  Sec. 304. BUSI NESS AND OCCUPATI ON TAX CREDI T. (1D
There shall be allowed a credit against the tax inposed by this title
in the anobunt of the state of Washington business and occupation tax
paid by the taxpayer in the tax year subject to the limtation of
subsection (2) of this section.

(2) The credit shall not exceed the smaller of:

(a) The ampunt of business and occupation tax paid; or

(b) The ampunt of tax of the taxpayer inposed by this title before
the application of credits allowed by this title, multiplied by a
fraction:

(i) The nunerator is the amount of the taxpayer's adjusted gross
incone attributable to activities subject to business and occupation
tax; and

(ii) The denom nator is the taxpayer's adjusted gross incone as
nodi fied by this title. The fraction shall never be greater than one.

NEW SECTION. Sec. 305. PUBLIC UTILITY TAX CREDT. (1) There
shall be allowed a credit against the tax inposed by this title in the
anount of the state of Wshington public utility tax paid by the
taxpayer in the tax year subject to the limtation of subsection (2) of
this section.

(2) The credit shall not exceed the smaller of:

(a) The ampunt of public utility tax paid; or

(b) The ampunt of tax of the taxpayer inposed by this title before
the application of credits allowed by this title, multiplied by a
fraction:

(i) The nunerator is the amount of the taxpayer's adjusted gross
incone attributable to activities subject to public utility tax; and

(ii) The denom nator is the taxpayer's adjusted gross incone as
nodi fied by this title. The fraction shall never be greater than one.

NEW SECTI ON.  Sec. 306. CARRYFORWARDS AND CARRYBACKS. The anount
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of tax credits received by any taxpayer under sections 302, 304, and
305 of this act shall not exceed the total anount of tax due, and there
shal |l be no carryback or carryforward of any unused excess credits.

PART |V
TAXABLE | NCOVE MODI FI CATI ONS

NEW SECTION. Sec. 401. | NTRODUCTORY. In conputing taxable
incone, nodifications shall be nmade to the taxpayer's federal base
i ncone as required under sections 301 through 410 of this act, unless
the nodification has the effect of duplicating an item of inconme or
deducti on.

NEW SECTI ON. Sec. 402. STATE AND LOCAL OBLI GATIONS. To federal
base income, add incone which has been excluded under section 103 of
the internal revenue code in conputing federal base incone, except
interest on obligations of the state of Wshington or political
subdi vi sions of the state of \Washi ngton.

NEW SECTI ON. Sec. 403. STATE AND LOCAL | NCOVE TAXES- - BUSI NESS AND
OCCUPATI ON, PUBLI C UTILITY TAXES. To federal base incone, add:

(1) Taxes on or neasured by net income which have been deducted
under the internal revenue code in conputing federal base incong;

(2) The anmount of taxes paid or accrued which have been deducted
for federal purposes, but for which a business and occupation tax
credit or public utility tax credit, or both, is allowed.

NEW SECTION. Sec. 404. NET OPERATING LGOSS. There shall be
allowed as a deduction from federal base incone the anount of net
operating loss as allowed in section 172 of the internal revenue code.
The cal cul ation of the | oss ampbunt shall reflect the nodifications to
federal base incone as provided in this title and a net operating | oss
deduction may include a loss carried forward to the tax year but shal
not include a loss carried back froma future year

NEW SECTI ON. Sec. 405. CARRYOVERS. To federal base incone, add
anounts which have been deducted in conputing federal base incone to
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the extent the anounts have been carried over fromtaxabl e years endi ng
before the effective date of this title.

NEW SECTI ON. Sec. 406. FEDERAL OBLI GATI ONS. From federal base
i ncone, deduct, to the extent included in federal base incone, incone
derived from obligations of the United States which this state is

prohibited by federal law from subjecting to a net inconme tax.
However, the anpbunt deducted under this section shall be reduced by any
expense, including anortizable bond premuns, incurred in the

production of such incone to the extent the expense has been deducted
in calculating federal base incone.

NEW SECTION. Sec. 407. STANDARD DEDUCTI ON. There shall be
allowed from federal base incone the follow ng standard deducti ons.
The standard deduction for an individual shall be:

(1) In the case of a joint return or a surviving spouse, one
mllion dollars;

(2) In the case of the head of a household, seven hundred fifty
t housand dol | ars;

(3) I'n the case of an individual who is not married and who is not
a surviving spouse or head of a household and in the case of a married
individual filing a separate return, five hundred thousand doll ars.

NEW SECTION. Sec. 408. ADJUSTMENT OF STANDARD DEDUCTI ONS FOR
NONRESI DENTS. The deduction from federal base incone allowed under
section 407 of this act for individual taxpayers who are not residents
of this state for the entire taxable year shall be reduced by
mul tiplying the anount of the deduction by a fraction. The nunerator
of the fraction is the individual's adjusted gross incone attributable
to sources wthin the state of Washi ngton. The denom nator of the
fraction is the individual's gross inconme from all sources. The
fraction shall never be greater than one.

NEW SECTI ON.  Sec. 409. TAX RETURNS FOR FRACTI ONAL YEAR. (1) If
the first taxable year of any taxpayer with respect to which a tax is
i nposed by this title ends before Decenber 31st of the cal endar year in
which this title becones effective, the taxable incone for the
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fractional taxable year shall be the taxpayer's taxable inconme for the
entire taxable year, adjusted by one of the follow ng nethods, at the
t axpayer's el ection:

(a) The taxable income shall be nultiplied by a fraction. The
numerator of the fraction is the nunber of days in the fractiona
taxabl e year. The denom nator of the fraction is the nunber of days in
the entire taxabl e year.

(b) The taxable inconme shall be adjusted, in accordance with rules
of the departnent, so as to include only such inconme and be reduced
only by such deductions as can be clearly determ ned fromthe pernanent
records of the taxpayer to be attributable to the fractional taxable
year.

(2) If an individual taxpayer's taxable incone is adjusted under
subsection (1) of this section, the deduction anounts allowed under
section 407 of +this act for the taxpayer shall be reduced by
mul tiplying the anount of the exenption by a fraction. The nunerator
of the fraction is the nunber of days in the taxpayer's fractiona
taxabl e year. The denom nator of the fraction is the nunber of days in
the entire taxable year.

NEW SECTION. Sec. 410. | NDEX FOR | NFLATI ON. For each tax year
begi nning after Decenber 31, 2006, the standard deduction anobunts under
section 407 of this act shall be adjusted by the departnent for
inflation by multiplying the standard deducti on anounts of the previous
tax year by the cost-of-living adjustnent as determ ned under internal
revenue code section 1(f) (3) through (5) for the calendar year in
whi ch the tax year begins. No adjustnent shall be made whi ch decreases
t he standard deduction anounts. If any adjustnment increase is not a
multiple of ten dollars, the increase shall be rounded to the next
| onest nultiple of ten dollars.

PART V
Dl VI SI ON OF | NCOVE, MODI FI CATI ONS, AND CREDI TS

NEW SECTION. Sec. 501. APPORTI ONMENT AND ALLOCATI ON OF | NCOVE
(1) For resident individuals, estates, and trusts, all income shall be
apportioned and allocated to this state.

SB 6074 p. 8
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(2) For nonresident individuals, estates, and trusts, incone
derived from sources within this state shall be apportioned and
allocated to this state. For purposes of this title:

(a) The adjusted gross incone of a nonresident derived from sources
Wthin this state is the net anmount of itens of incone, gain, |oss, and
deduction of the nonresident's federal adjusted gross inconme that are
derived from or connected with sources in this state including any
distributive share of partnership incone and deductions, and any share
of estate or trust income and deductions, including any unrelated
busi ness income of an otherw se exenpt trust or organization.

(b) Itenms of inconme, gain, loss, and deduction derived from or
connected with sources within this state are those itens attributable
to the ownership or disposition of any interest in real or tangible
personal property in this state, and a business, trade, profession, or
occupation carried on within this state. The departnment shall issue
rules to provide consistency of this section wth the excise tax
provi si ons.

(c) Deduction with respect to expenses, capital |osses, and net
operating |osses shall be based solely on incone, gains, |osses, and
deductions derived from or connected wth sources in this state but
shall otherw se be determ ned in the same manner as the correspondi ng
federal deduction except as provided in this title.

(d) I'nconme fromintangible personal property, including annuities,
di vidends, interest, and gains from the disposition of intangible
personal property, constitutes incone derived fromsources within the
state of Washington only to the extent that such incone is from
property enployed in a business, trade, profession, or occupation
carried on wthin this state: PROVI DED, That distributed and
undi stributed income of an electing S corporation for federal tax
pur poses derived from or connected with sources within this state is
income derived from sources within this state for a nonresident
sharehol der. A net operating |oss of such corporation does constitute
a loss or deduction connected with sources wthin this state for a
nonr esi dent shar ehol der.

(e) Conpensation paid by the United States for service in the arned
forces of the United States perforned in this state by a nonresident
does not constitute incone derived fromsources within this state.

p. 9 SB 6074
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(f) If a business, trade, profession, or occupation is carried on
partly within and partly without this state, the determ nation of net
i ncone derived or connected with sources within this state as provided
in this section shall be nade by apportionnment and allocation of
chapter 82.56 RCW

NEW SECTION. Sec. 502. PARTNERSH PS AND S CORPORATI ONS. (1)
Part nerships are not subject to tax under this title. Partners are
subject to tax in their separate or individual capacities.

(2) S corporations are not subject to tax wunder this title.
Sharehol ders of S corporations are subject to tax in their separate or
i ndi vi dual capacities.

(3) The taxable incones of partners shall be conputed by including
a pro rata share of the nodifications under sections 401 through 503 of
this act and the credits allowed under sections 302, 304, and 305 of
this act, if the nodification or credit relates to the incone of the
partnership. Each partner's pro rata share of a nodification or credit
is the amount of nodification or credit nultiplied by a fraction. The
nunmerator of the fraction is the partner's distributive share of
partnership incone. The denom nator of the fraction is the total
partnership incone. The fraction shall never be greater than one.

(4) The taxable inconmes of sharehol ders of S corporations shall be
conputed by including a share of the nodifications under sections 401
through 503 of this act and the credits allowed under sections 302,
304, and 305 of this act, if the nodification or credit relates to the

incone of the S corporation. Each shareholder's share of a
nmodi fication or credit is the anmount of nodification or credit
multiplied by a fraction. The nunerator of the fraction is the

sharehol der's pro rata share of S corporation incone. The denom nat or
of the fraction is the total S corporation incone. The fraction shal
never be greater than one.

(5) As used in this section:

(a) "S corporation incone" includes both distributed and
undi stri buted federal taxable incone of the S corporation.

(b) "Pro rata share" nmeans pro rata share as determ ned under
section 1366(a) of the internal revenue code.

SB 6074 p. 10



©O© 00 N O Ol WDN P

N P R R R R R R R R
O © o NOoO O D WDNN L O

21
22

23
24
25
26
27
28
29
30
31
32
33
34
35
36

NEW SECTION. Sec. 503. ESTATES, TRUSTS, AND BENEFI Cl ARl ES. (D)
The taxabl e incones of estates, trusts, and beneficiaries thereof shall
be conputed by including a share of the nodifications under sections
401 through 503 of this act and the credits all owed under sections 302,
304, and 305 of this act.

Each taxpayer's share of a nodification or credit is the anmbunt of
nodi fication or credit nmultiplied by a fraction. The nunerator of the
fraction is the taxpayer's share of the distributable net incone of the
estate or trust. The denomnator of the fraction is the total
distributable net inconme of the estate or trust. The fraction shal
never be greater than one.

(2) As wused in this section, "distributable net incone" nmeans
di stributable net inconme as defined in the internal revenue code. |If
an estate or trust has no federal distributable net inconme, the term
means the inconme of the estate or trust which is distributed or is
required to be distributed during the taxable year under |ocal |aw or
the terns of the estate or trust instrunent.

(3) Any portion of a nodification which is not included in
cal cul ating the taxable incomes of the beneficiaries shall be included
in calculating the taxable incone of the trust or estate.

PART Vi
W THHCLDI NG - ESTI MATED TAX

NEW SECTION. Sec. 601. EMPLOYER W THHOLDI NG - REQUI REMENTS. (D
Every enployer making a paynent of wages or salaries earned in this
state, regardless of the place where the paynent is nade, and who is
required by the internal revenue code to withhold taxes, shall deduct
and withhold a tax as prescribed by the departnent by rule. The rules
prescribed shall reasonably reflect the annual tax liability of the
enpl oyee under this title. Every enployer nmaking such a deduction and
wi t hhol di ng shall furnish to the enpl oyee a record of the anount of tax
deducted and w thheld from the enployee on forns provided by the
depart nent.

(2) If the enployee is a resident of this state and earns incone
from personal services entirely perforned in another state which
i nposes an incone tax on the inconme, and the enpl oyer w thhol ds i ncone
taxes under the laws of the state in which the incone is earned, the

p. 11 SB 6074



w N

©O© 00 N o o b

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

enpl oyer is not required to wthhold any tax inposed by this title on
the inconme if the laws of the state in which the incone is earned all ow
a simlar exenption for its residents who earn incone in this state.

NEW SECTION. Sec. 602. LIABILITY O EMPLOYER FOR TAX W THHELD.
Any person required to deduct and withhold the tax inposed by this
title is liable to the departnent for the paynent of the anount
deducted and withheld, and is not liable to any other person for the
anmount of tax deducted and withheld under this title or for the act of
wi t hhol di ng. The ampunt of tax so deducted and wi thheld shall be held
to be a special fund in trust for this state.

NEW SECTION. Sec. 603. CRED T FOR TAX W THHELD- - HOW CLAI MED. The
anount deducted and withheld as tax under sections 601 through 606 of
this act during any taxable year shall be allowed as a credit agai nst
the tax inposed for the taxable year by this title. If the liability
of any individual for taxes, interest, penalties, or other amounts due
the state of Washington is less than the total anmount of the credit
which the individual is entitled to claim under this section, the
individual is entitled to a refund fromthe departnent in the anmount of
the excess of the credit over the tax otherwi se due. |f any individua
entitled to claima credit under this section is not otherw se required
by this title to file a return, a refund may be obtained in the anount
of the credit by filing a return, with applicable sections conpl et ed,
to claimthe refund. No credit or refund is allowed under this section
unless the credit or refund is clained on a return filed for the
taxabl e year for which the anobunt was deducted and w t hhel d.

NEW SECTI ON. Sec. 604. W THHOLDI NG - EXEMPTI ON DECLARATI ONS.  An
enpl oyee shall be entitled to use and an enployer shall wuse the
wi t hhol di ng exenption declaration on file with the enployer for federa
I ncone tax purposes. The departnent nay redeterm ne the nunber of
wi t hhol ding exenptions to which any enployee is entitled, and the
departnent may require an additional w thhol ding exenption decl aration
to be filed on a formprescribed by the departnent where the departnent
finds that the exenption declaration filed for federal incone tax
pur poses does not properly reflect the nunber of w thhol di ng exenptions
to which the enployee is entitled.

SB 6074 p. 12
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NEW SECTION. Sec. 605. W THHOLDI NG - FAI LURE TO PAY OR COLLECT- -
PENALTIES. (1) The tax required by this title to be collected by the
enpl oyer shall be deened to be held in trust by the enployer until paid
to the departnent.

(2) In case any enployer, or a responsible person within the
meani ng of internal revenue code section 6672, fails to collect the tax
herein inposed or having collected the tax, fails to pay it to the
departnent, the enpl oyer or responsible person shall, neverthel ess, be
personally liable to the state for the anount of the tax. The interest
and penalty provisions of chapter 82.32 RCW shall apply to this
section.

NEW SECTION. Sec. 606. ESTIMATED TAX | MPCSED--DUE DATE OF
ESTI MATED TAXES- - AMOUNT OF ESTI MATED TAX- - UNDERPAYMENT PENALTY. (1)
Each individual, estate, or trust subject to taxation by this title
which is required by the internal revenue code to make paynent of
estimated taxes shall pay to the departnent on forns prescribed by the
departnent the estinmated taxes due under this title.

(2) The provisions of the internal revenue code relating to the
determ nation of reporting periods and due dates of paynents of
estimated tax applies to the estimated tax paynents due under this
section.

(3) The anobunt of the estimated tax shall be the annualized tax
di vided by the nunber of nonths in the reporting period. No estinated
tax shall be due if the annualized tax is less than five hundred
dollars. The provisions of RCW82.32.050 and 82.32.090 shall apply to
under paynents of estimated tax but shall not apply to underpaynents, as
defined by the internal revenue code, if the tax remtted to the
department is either ninety percent of the tax shown on the return or
one hundred percent of the tax shown on the previous year's tax return.

(4) For purposes of this section, the annualized tax is the
taxpayer's projected tax liability for the tax year as conputed
pursuant to internal revenue code section 6654 and the regulations
t her eunder .

PART VI |
CRI MES

p. 13 SB 6074
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NEW SECTION. Sec. 701. CRIMES. (1) Any person who know ngly
attenpts to evade the tax inposed under this title or paynent thereof
is guilty of a class C felony as provided in chapter 9A 20 RCW

(2) Any person required to collect tax inposed under this title who
know ngly fails to collect, truthfully account for, or pay over the tax
is guilty of a class C felony as provided in chapter 9A 20 RCW

(3) Any person who know ngly fails to pay tax, pay estimted tax,
make returns, keep records, or supply information, as required under
this title, is guilty of a gross m sdeneanor as provided in chapter
9A. 20 RCW

PART VI |1
ADM NI STRATI VE PROVI SI ONS

NEW SECTION. Sec. 801. METHOD OF ACCOUNTI NG (1) A taxpayer's
met hod of accounting for purposes of the tax inposed under this title
shall be the sane as the taxpayer's nethod of accounting for federa
i ncome tax purposes. If no nethod of accounting has been regularly
used by a taxpayer for federal inconme tax purposes or if the nethod
used does not clearly reflect incone, tax due under this title shall be
conputed by a nethod of accounting which in the opinion of the
departnent fairly reflects incone.

(2) If a person's nmethod of accounting is changed for federal
i ncone tax purposes, it shall be simlarly changed for purposes of this
title.

NEW SECTI ON.  Sec. 802. PERSONS REQUI RED TO FI LE RETURNS. (1) A
taxpayers shall file with the departnent, on forns prescribed by the
departnment, an incone tax return for each tax year. Each person
required to file a return under this title shall, w thout assessnent,
notice, or demand, pay any tax due thereon to the departnent on or
before the date fixed for the filing of the return.

(2) The departnment may by rule require that certain taxpayers file,
on forns prescribed by the departnent, informational returns for any
period. Each person required by rule to file an informational return
shall, w thout assessnent, notice, or denmand, pay any tax due thereon
to the departnent on or before the date fixed for the filing of the
informational return
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(3) If an adjustnent to a taxpayer's federal return is nade by the
t axpayer or the internal revenue service, the taxpayer shall, wthin
ninety days of the final determnation of the adjustnent by the
internal revenue service or wthin thirty days of the filing of a
federal return adjusted by the taxpayer, file with the departnent on
forms prescribed by the departnment a corrected return reflecting the
adjustnments as finally determ ned. The taxpayer shall pay any
additional tax due resulting from the finally determ ned internal
revenue service adjustnent or a taxpayer adjustnent w thout notice and
assessnment. Notw thstandi ng any provision of this title or any other
title to the contrary, the period of Iimtation for the collection of
the additional tax, interest, and penalty due as a result of an
adj ustnent by the taxpayer or a finally determ ned internal revenue
service adjustnment shall begin at the later of thirty days follow ng
the final determ nation of the adjustnent or the date of the filing of
the corrected return.

NEW SECTI ON. Sec. 803. DUE DATE FOR FI LI NG A RETURN- - EXTENSI ONS- -
| NTEREST AND PENALTIES. The due date of a return required to be filed
with the department shall be the due date of the federal incone tax
return or informational return for federal inconme tax purposes. The
departnment shall have the authority to grant extensions of tinmes by
which returns required to be filed by this title nmay be submtted. The
departnent shall also have the authority to grant extensions of tine to
pay tax with regard to taxes inposed by this title. Interest at the
rate as specified in RCW 82.32.050 shall accrue during any extension
period and the interest and penalty provisions of chapter 82.32 RCW
shall apply to late paynments and deficiencies. Not wi t hst andi ng t he
limtation of RCW 82.32.090, in the case of the late filing of an
informational return, there shall be inposed a penalty the anmount of
which shall be established by the departnent by rule. The penalty
shall not exceed fifty dollars per nonth for a maxi nrum of ten nonths.
RCW 82. 32. 105 shall apply to this section.

NEW SECTI ON.  Sec. 804. JO NT RETURN. (1) If the federal incone
tax liabilities of both spouses are determned on a joint federal
return for the taxable year, they shall file a joint return under this
title unless one spouse is a resident and the other is a nonresident.
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(2) If neither spouse is required to file a federal inconme tax
return for the taxable year, a joint return may be filed under this
title under the sane conditions under which a joint return may be filed
for purposes of the federal incone tax.

(3) If the federal incone tax liability of either spouse is
determined on a separate federal return for the taxable year, they
shall file separate returns under this title.

(4) If one spouse is a resident and the other is a nonresident,
they shall file separate returns under this title, unless they elect to
determne their tax liabilities under this title on a joint return as
if they were both residents, and:

(a) Their federal tax liability for the taxable year was determ ned
on a joint federal return; or

(b) Neither spouse has filed a federal incone tax return for the
taxabl e year and they would be permtted to file a joint federal return
for the taxable year.

(5 In any case in which a joint return is filed under this
section, the liability of the husband and wfe is joint and several
unl ess the spouse is relieved of liability under section 6013 of the
i nternal revenue code.

NEW SECTI ON. Sec. 805. RECORDS--RETURNS. (1) Every taxpayer and
every person required to deduct and wi thhold the tax inposed under this
title shall keep records, render statenents, nmake returns, file
reports, and perform other acts as the departnent requires by rule.
Each return shall be nade under penalty of perjury and on forns
prescribed by the departnent. The departnent may require other
statenents and reports be nmade under penalty of perjury and on forns
prescribed by the departnment. The departnment nmay require any taxpayer
and any person required to deduct and wthhold the tax inposed under
this title to furnish to the departnent a correct copy of any return or
docunment which the taxpayer has filed with the internal revenue service
or received fromthe internal revenue service.

(2) Al books and records and ot her papers and docunents required
to be kept under this title are subject to inspection by the departnent
at all tinmes during business hours of the day.
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NEW SECTI ON. Sec. 806. ESTI MATI ON AGREEMENTS. The departnent may
reasonably estimate the itens of business or nonbusiness incone of a
t axpayer having an office wwthin the state and one or nore other states
or foreign countries which may be apportioned or allocated to the state
and may enter into estimation agreenents with such taxpayers for the
determ nation of their liability for the tax inposed by this title.

NEW SECTION. Sec. 807. PROVISIONS OF |NTERNAL REVENUE CODE
CONTROL. (1) To the extent possible wthout being inconsistent with
this title, all of the provisions of the internal revenue code relating
to the follow ng subjects apply to the taxes inposed under this title:

(a) Tinme of paynent of tax deducted and withhel d under sections 301
t hrough 306 of this act;

(b) Liability of transferees;

(c) Tinme and manner of mnmeking returns, extensions of tine for
filing returns, verification of returns, and the tinme when a return is
deened fil ed.

(2) The departnment by rule may provide nodifications and exceptions
to the provisions listed in subsection (1) of this section, if
reasonably necessary to facilitate the pronpt, efficient, and equitable
collection of tax under this title.

NEW SECTI ON. Sec. 808. REFUNDS OF OVERPAYMENTS- - OTHER
ADM NI STRATI VE PROVI SIONS. (1) The departnent shall refund all taxes
i nproperly paid or coll ected.

(2) The followi ng sections shall apply to the adm nistration of
taxes inmposed under this title: 82.32.020, 82.32.050, 82.32.060,
82.32.070, 82.32.090, 82.32.100, 82.32.105, 82.32.110, 82.32.120,
82.32.130, 82.32.140, 82.32.150, 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, 82.32.240, 82.32.245, 82.32.265, 82.32.300, 82.32.310,
82.32. 320, 82.32.330, 82.32.340, 82.32.350, and 82. 32. 360.

NEW SECTION. Sec. 809. The education enrichnment account is
created in the state treasury. All receipts fromthe tax i nposed under
this title shall be deposited in the account. Moneys in the account
may be spent only after appropriation. Expenditures fromthe account
may be used for the support of the common schools and for the support
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of the state's institutions of higher education. Revenues provi ded
under this section shall not be used to supplant levels of funding
existing on the effective date of this act.

NEW SECTION. Sec. 810. RULES. The departnent may adopt rules
under chapter 34.05 RCWfor the adm nistration and enforcenent of this
title. The rules, to the extent possible wthout being inconsistent
with this title, shall follow the internal revenue code and the
regul ations and rulings of the United States treasury departnment with
respect to the federal incone tax. The departnment nmay adopt as a part
of these rules any portions of the internal revenue code and treasury
departnent regulations and rulings, in whole or in part.

PART | X
APPEALS

Sec. 901. RCW82.03.130 and 1998 ¢ 54 s 1 are each anended to read
as follows:

BOARD OF TAX APPEALS--JURI SDI CTI ON. (1) The board shall have
jurisdiction to decide the follow ng types of appeals:

(a) Appeals taken pursuant to RCW 82.03.190.

(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
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county indicated ratio for such county conpiled by the departnent of
revenue pursuant to RCW 84.48.075: PROVIDED, That

(1) 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

(1i) 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 sanme 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 apportionment
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
departnment of revenue pursuant to RCW 84. 36. 850.

(k) Appeal s pursuant to RCW 84. 40. 038( 3).

(1) Appeals relating to incone tax deficiencies and refunds,
including penalties and interest, under Title 82A RCW (sections 101
t hrough 810 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.

Sec. 902. RCW 82.03.140 and 2000 c 103 s 1 are each anended to
read as foll ows:

ELECTI ON OF FORVAL OR | NFORVAL HEARING. I n all appeals over which
the board has jurisdiction under RCW 82.03.130, a party taking an
appeal may elect either a formal or an informal hearing, such election
to be made according to rules of practice and procedure to be
promul gated by the board: PROVI DED, That nothing shall prevent the
assessor or taxpayer, as a party to an appeal pursuant to RCW
84.08.130, within twenty days from the date of the receipt of the
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notice of appeal, from filing with the clerk of the board notice of
intention that the hearing be a formal one: PROVI DED, HOWEVER, That
nothing herein shall be construed to nodify the provisions of RCW
82. 03. 190: AND PROVI DED FURTHER, That wupon an appeal under RCW
82.03.130(1) (e) or (1), the director of revenue may, within ten days
fromthe date of its receipt of the notice of appeal, file with the
clerk of the board notice of its ((+nAtenttonthat—thehearingbeheld
pursuant—to—chapter—34-05-RCEA ) election of a formal hearing. 1In the

event that appeals are taken from the sane decision, order, or
determ nation, as the case nay be, by different parties and only one of
such parties elects a formal hearing, a formal hearing shall be
gr ant ed.

PART X
APPLI CATI ON OF TAX TO PUBLI C PENSI ONS

Sec. 1001. RCW 2.10.180 and 1991 c 365 s 18 are each amended to
read as foll ows:

JUDI Cl AL RETI REMENT SYSTEM (1) Except as provided in subsections
(2), (3), ((anrd)) (4), and (5) of this section, the right of a person
to a retirenent allowance, disability all owance, or death benefit, the
retirenment, disability or death allowance itself, any optional benefit,
any other right accrued or accruing to any person under the provisions
of this chapter, and the noneys in the fund created under this chapter,
are hereby exenpt fromany state, county, nunicipal, or other |ocal tax
and shall not be subject to execution, garnishnent, or any other
process of | aw what soever.

(2) Subsection (1) of this section shall not be deened to prohibit
a beneficiary of a retirenent allowance from authorizing deductions
therefrom for paynent of prem uns due on any group insurance policy or
pl an issued for the benefit of a group conprised of public enployees of
the state of Washi ngton.

(3) Deductions made in the past fromretirenent benefits are hereby
expressly recognized, ratified, and affirned. Fut ure deductions may
only be made in accordance with this section.

(4) Subsection (1) of this section shall not prohibit the
departnment of retirement systens from conplying with (a) a wage
assi gnnent order for child support issued pursuant to chapter 26.18
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RCW (b) a notice of payroll deduction issued under chapter 26.23 RCW
(c) an order to withhold and deliver issued pursuant to chapter 74.20A
RCW (d) a nmandatory benefits assignnent order issued pursuant to
chapter 41.50 RCW (e) a court order directing the departnent of
retirement systenms to pay benefits directly to an obligee under a
di ssolution order as defined in RCW41.50.500(3) which fully conplies
with RCW 41.50.670 and 41.50.700, or (f) any admnistrative or court
order expressly authorized by federal |aw.

(5) Subsection (1) of this section does not exenpt any pension or
ot her benefit received under this chapter fromtax under Title 82A RCW
(sections 101 through 810 of this act), nor does it prohibit the
departnent of retirenent systens from conplying wth the tax
wi t hhol ding requirenents of that title.

Sec. 1002. RCW 2.12.090 and 1991 c 365 s 19 are each anmended to
read as foll ows:

JUDGES' RETI REMENT. (1) Except as provided in subsections (2),
(3), ((anrd)) (4), and (5) of this section, the right of any person to
a retirenent allowance or optional retirement allowance under the
provisions of this chapter and all noneys and investnents and incone
t hereof are exenpt from any state, county, nunicipal, or other |oca
tax and shall not be subject to execution, garnishnment, attachnent, the
operation of bankruptcy or the insolvency |aws, or other processes of
| aw what soever and shall be unassignabl e except as herein specifically
provi ded.

(2) Subsection (1) of this section shall not prohibit the
departnment of retirement systens from conplying with (a) a wage
assi gnnent order for child support issued pursuant to chapter 26.18
RCW (b) a notice of payroll deduction issued under chapter 26.23 RCW
(c) an order to withhold and deliver issued pursuant to chapter 74.20A
RCW (d) a mandatory benefits assignnent order issued pursuant to
chapter 41.50 RCW (e) a court order directing the departnent of
retirement systenms to pay benefits directly to an obligee under a
di ssolution order as defined in RCW41.50.500(3) which fully conplies
with RCW 41.50.670 and 41.50.700, or (f) any admnistrative or court
order expressly authorized by federal |aw.

(3) Subsection (1) of this section shall not be deened to prohibit
a beneficiary of a retirenent allowance from authorizing deductions
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therefrom for paynent of prem uns due on any group insurance policy or
pl an issued for the benefit of a group conprised of public enployees of
the state of Washi ngton.

(4) Deductions made in the past fromretirenent benefits are hereby
expressly recognized, ratified, and affirned. Fut ure deductions may
only be made in accordance with this section.

(5) Subsection (1) of this section does not exenpt any pension or
ot her benefit received under this chapter fromtax under Title 82A RCW
(sections 101 through 810 of this act), nor does it prohibit the
departnent of retirenent systens from conplying wth the tax
wi t hhol ding requirenents of that title.

Sec. 1003. RCW 6.13.030 and 1999 c 403 s 4 are each anended to
read as foll ows:

HOMESTEADS. A honestead may consi st of |ands, as described in RCW
6.13. 010, regardl ess of area, but the honestead exenption anount shal
not exceed the lesser of (1) the total net value of the |ands, nobile
home, inprovenents, and other personal property, as described in RCW
6.13.010, or (2) the sum of forty thousand dollars in the case of
| ands, nobile honme, and inprovenents, or the sum of fifteen thousand
dollars in the case of other personal property described in RCW

6. 13. 010( ( +——except—where—the —honestead —is—subject—to—execution-
attachrent—or—setzure—by—or—under—any—legal—process—what ever—to

Sec. 1004. RCW6.15.020 and 1999 ¢ 81 s 1 and 1999 ¢ 42 s 603 are
each reenacted and anmended to read as foll ows:

EXECUTI ON OF JUDGVENTS. (1) It is the policy of the state of
Washington to ensure the well-being of its citizens by protecting
retirenment inconme to which they are or may becone entitled. For that
pur pose generally and pursuant to the authority granted to the state of
Washi ngton under 11 U S.C. Sec. 522(b)(2), the exenptions in this
section relating to retirenent benefits are provided.

(2) Unless otherw se provided by federal |aw, any noney received by
any citizen of the state of Washington as a pension fromthe governnent
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of the United States, whether the sane be in the actual possession of
such person or be deposited or | oaned, shall be exenpt from execution,
attachnment, garnishnent, or seizure by or wunder any |egal process
what ever, and when a debtor dies, or absconds, and |eaves his or her
famly any noney exenpted by this subsection, the sane shall be exenpt
to the famly as provided in this subsection. This subsection shal
not apply to child support collection actions issued under chapter
26. 18, 26.23, or 74.20A RCW if otherwi se permtted by federal |aw_ or
to collection actions for taxes inposed under Title 82A RCW (sections
101 through 810 of this act).

(3) The right of a person to a pension, annuity, or retirenment
al l owance or disability all owance, or death benefits, or any optional
benefit, or any other right accrued or accruing to any citizen of the
state of Washington under any enployee benefit plan, and any fund
created by such a plan or arrangenent, shall be exenpt from execution
attachnent, garnishnent, or seizure by or wunder any |egal process
what ever. This subsection shall not apply to child support collection
actions issued under chapter 26.18, 26.23, or 74.20A RCWif otherw se
permtted by federal law_ or to collection actions for taxes inposed
under Title 82A RCW (sections 101 through 810 of this act). Thi s
subsection shall permt benefits under any such plan or arrangenent to
be payable to a spouse, forner spouse, child, or other dependent of a
participant in such plan to the extent expressly provided for in a
qgualified donestic relations order that neets the requirenents for such
orders under the plan, or, in the case of benefits payabl e under a plan
described in sections 403(b) or 408 of the internal revenue code of
1986, as anended, or section 409 of such code as in effect before
January 1, 1984, to the extent provided in any order issued by a court
of conpetent jurisdiction that provides for mintenance or support.
Thi s subsection shall not prohibit actions against an enpl oyee benefit
plan, or fund for valid obligations incurred by the plan or fund for
the benefit of the plan or fund.

(4) For the purposes of this section, the term "enpl oyee benefit
pl an" neans any plan or arrangenent that is described in RCW49.64. 020,
i ncl udi ng any Keogh plan, whether funded by a trust or by an annuity
contract, and in sections 401(a) or 403(a) of the internal revenue code
of 1986, as anended; or that is a tax-sheltered annuity described in
section 403(b) of such code or an individual retirenent account
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described in section 408 of such code; or a Roth individual retirenent
account described in section 408A of such code; or a nedical savings
account described in section 220 of such code; or an education
i ndi vidual retirenent account described in section 530 of such code; or
a retirenment bond described in section 409 of such code as in effect
before January 1, 1984. The term "enpl oyee benefit plan" also neans
any rights accruing on account of noney paid currently or in advance
for purchase of tuition units under the advanced college tuition
paynment program in chapter 28B.95 RCW The term "enpl oyee benefit
pl an" shall not include any enpl oyee benefit plan that is established
or maintained for its enployees by the governnent of the United States,
by the state of Washington under chapter 2.10, 2.12, 41.26, 41.32

41. 34, 41.35, 41.40 or 43.43 RCWor RCW41l.50.770, or by any agency or
instrunmentality of the governnent of the United States.

(5) An enployee benefit plan shall be deened to be a spendthrift
trust, regardl ess of the source of funds, the rel ationship between the
trustee or custodian of the plan and the beneficiary, or the ability of
the debtor to withdraw or borrow or otherwi se becone entitled to
benefits from the plan before retirenent. Thi s subsection shall not
apply to child support collection actions issued under chapter 26.18,
26.23, or 74.20A RCW if otherwise permtted by federal law_ or to
collection actions for taxes inposed under Title 82A RCW (sections 101
through 810 of this act). This subsection shall permt benefits under
any such plan or arrangenent to be payable to a spouse, forner spouse,
child, or other dependent of a participant in such plan to the extent
expressly provided for in a qualified donmestic relations order that
nmeets the requirenents for such orders under the plan, or, in the case
of benefits payabl e under a plan described in sections 403(b) or 408 of
the internal revenue code of 1986, as anended, or section 409 of such
code as in effect before January 1, 1984, to the extent provided in any
order issued by a court of conpetent jurisdiction that provides for
mai nt enance or support.

(6) Unless contrary to applicable federal Iaw, nothing contained in
subsection (3), (4), or (5 of this section shall be construed as a
termnation or limtation of a spouse's comunity property interest in
an individual retirement account held in the name of or on account of
the other spouse, the account hol der spouse. At the death of the
nonaccount hol der spouse, the nonaccount hol der spouse nay transfer or
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distribute the comunity property interest of the nonaccount hol der
spouse in the account hol der spouse's individual retirenent account to
t he nonaccount hol der spouse's estate, testanentary trust, inter vivos
trust, or other successor or successors pursuant to the last wll of
t he nonaccount hol der spouse or the law of intestate succession, and
that distributee may, but shall not be required to, obtain an order of
a court of conpetent jurisdiction, including a nonjudicial dispute
resol ution agreenent entered into pursuant to RCW 11.96.170 or other
order entered under chapter 11.96A RCW to confirm the distribution
For purposes of subsection (3) of this section, the distributee of the
nonaccount hol der spouse's community property interest in an individual
retirement account shall be considered a person entitled to the ful
protection of subsection (3) of this section. The nonaccount hol der
spouse's consent to a beneficiary designation by the account holder
spouse with respect to an individual retirenent account shall not
absent clear and convincing evidence to the contrary, be deened a
rel ease, gift, relinquishnment, termnation, l[imtation, or transfer of
the nonaccount holder spouse's comunity property interest in an
i ndividual retirenent account. For purposes of this subsection, the
term "nonaccount hol der spouse" neans the spouse of the person in whose
name the individual retirenment account s nmaintained. The term
"individual retirenent account” includes an individual retirenent
account and an individual retirenment annuity both as described in
section 408 of the internal revenue code of 1986, as anended, a Roth
i ndi vidual retirenment account as described in section 408A of the
i nternal revenue code of 1986, as anmended, and an individual retirenent
bond as described in section 409 of the internal revenue code as in
ef fect before January 1, 1984. As used in this subsection, an order of
a court of conpetent jurisdiction includes an agreenent, as that term
i s used under RCW 11. 96A. 220.

Sec. 1005. RCW 41.24.240 and 1995 ¢ 11 s 13 are each amended to
read as foll ows:

FI RE FI GHTERS' PENSIONS. (1) The right of any person to any future
paynment under the provisions of this chapter shall not be transferable
or assignable at law or in equity, and none of the nobneys paid or
payabl e or the rights existing under this chapter, shall be subject to
execution, |levy, attachnent, garnishnent, or other |egal process, or to
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t he operation of any bankruptcy or insolvency law. This section shal
not be applicable to any child support collection action taken under
chapter 26.18, 26.23, or 74.20A RCW Benefits under this chapter shal
be payable to a spouse or ex-spouse to the extent expressly provided
for in any court decree of dissolution or |egal separation or in any
court order or court-approved property settlenent agreenent incident to
any court decree of dissolution or |egal separation.

(2) Nothing in this chapter shall be construed to deprive any
participant, eligible to receive a pension hereunder, fromreceiving a
pension under any other act to which that participant may becone
eligible by reason of services other than or in addition to his or her
servi ces under this chapter

(3) Subsection (1) of this section does not exenpt any pension or
ot her benefit received under this chapter fromtax under Title 82A RCW
(sections 101 through 810 of this act), nor does it prohibit the
departnent of retirenent systens from conplying wth the tax
wi t hhol ding requirenents of that title.

Sec. 1006. RCW 41.32.052 and 1991 c 365 s 21 and 1991 ¢ 35 s 63
are each reenacted and anended to read as foll ows:

TEACHERS'  RETI REMENT SYSTEM (1) Subject to subsections (2)
((anrd)), (3), _and (4) of this section, the right of a person to a
pension, an annuity, a retirenent allowance, or disability allowance,
to the return of contributions, any optional benefit or death benefit,
any other right accrued or accruing to any person under the provisions
of this chapter and the noneys in the various funds created by this
chapter shall be unassignable, and are hereby exenpt from any state,
county, nunicipal or other local tax, and shall not be subject to
execution, garnishnent, attachnment, the operation of bankruptcy or
i nsol vency | aws, or other process of |aw whatsoever.

(2) This section shall not be deened to prohibit a beneficiary of
a retirenent allowance who is eligible:

(a) Under RCW 41.05.080 from authorizing nonthly deductions
therefrom for paynent of prem uns due on any group insurance policy or
pl an issued for the benefit of a group conprised of public enployees of
the state of Washington or its political subdivisions;

(b) Under a group health care benefit plan approved pursuant to RCW
28A. 400. 350 or 41.05.065 from authorizing nonthly deductions therefrom
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of the anmpunt or anmpunts of subscription paynents, prem uns, oOr
contributions to any person, firm or corporation furnishing or
provi ding nedical, surgical, and hospital care or other health care
i nsurance; or

(c) Under this systemfrom authorizing nonthly deductions therefrom
for paynent of dues and other nenbership fees to any retirenent
associ ation conposed of retired teachers and/or public enployees
pursuant to a witten agreenent between the director and the retirenent
associ ati on.

Deductions under (a) and (b) of this subsection shall be nade in
accordance with rules that may be adopted by the director.

(3) Subsection (1) of this section shall not prohibit the
departnment from conplying with (a) a wage assignnent order for child
support issued pursuant to chapter 26.18 RCW (b) an order to w thhold
and deliver issued pursuant to chapter 74.20A RCW (c) a notice of
payrol |l deduction issued pursuant to RCW 26.23.060, (d) a mandatory
benefits assignnment order issued by the departnent, (e) a court order
directing the departnment of retirenent systens to pay benefits directly
to an obligee under a dissolution order as defined in RCW41.50.500(3)
which fully conplies with RCW 41.50.670 and 41.50.700, or (f) any
adm nistrative or court order expressly authorized by federal |aw.

(4) Subsection (1) of this section does not exenpt any pension or
ot her benefit received under this chapter fromtax under Title 82A RCW
(sections 101 through 810 of this act), nor does it prohibit the
departnent of retirenent systens from conplying wth the tax
wi t hhol ding requirenents of that title.

Sec. 1007. RCW41.35.100 and 1998 ¢ 341 s 11 are each anended to
read as foll ows:

SCHOCOL EMPLOYEES' RETI REMENT SYSTEM (1) Subject to subsections
(2) ((anrd)), (3), and (4) of this section, the right of a person to a
pension, an annuity, or retirenent allowance, any optional benefit, any
ot her right accrued or accruing to any person under the provisions of
this chapter, the various funds created by this chapter, and all nobneys
and i nvestnents and incone thereof, are hereby exenpt from any state,
county, municipal, or other local tax, and shall not be subject to
execution, garnishnent, attachnent, the operation of bankruptcy or
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i nsolvency laws, or other process of |aw whatsoever, and shall be
unassi gnabl e.

(2) This section does not prohibit a beneficiary of a retirenment
al | ownance from aut hori zi ng deducti ons therefrom for paynent of prem uns
due on any group insurance policy or plan issued for the benefit of a
group conprised of public enployees of the state of Washington or its
political subdivisions and which has been approved for deduction in
accordance with rules that may be adopted by the state health care
authority and/or the departnent. This section also does not prohibit
a beneficiary of a retirenent allowance from authorizing deductions
therefrom for paynent of dues and other nenbership fees to any
retirement association or organization the nenbership of which is
conposed of retired public enployees, if a total of three hundred or
more of such retired enployees have authorized such deduction for
paynment to the sanme retirenent association or organization.

(3) Subsection (1) of this section does not prohibit the departnent
from conplying wwth (a) a wage assignnment order for child support
i ssued pursuant to chapter 26.18 RCW (b) an order to w thhold and
deliver issued pursuant to chapter 74.20A RCW (c) a notice of payrol
deduction issued pursuant to RCW 26.23.060, (d) a mandatory benefits
assi gnnment order issued by the departnent, (e) a court order directing
the departnent of retirenment systens to pay benefits directly to an
obl i gee under a dissolution order as defined in RCWA41.50.500(3) which
fully conplies with RCW 41.50.670 and 41.50.700, wor (f) any
adm nistrative or court order expressly authorized by federal |aw.

(4) Subsection (1) of this section does not exenpt any pension or
ot her benefit received under this chapter fromtax under Title 82A RCW
(sections 101 through 810 of this act), nor does it prohibit the
departnent of retirenent systens from conplying wth the tax
wi t hhol ding requirenents of that title.

Sec. 1008. RCW 41.40.052 and 1999 ¢ 83 s 1 are each anended to
read as foll ows:

PUBLI C EMPLOYEES' RETI REMENT SYSTEM (1) Subject to subsections
(2) ((anrd)), (3), and (4) of this section, the right of a person to a
pension, an annuity, or retirenent allowance, any optional benefit, any
ot her right accrued or accruing to any person under the provisions of
this chapter, the various funds created by this chapter, and all nobneys
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and investnents and incone thereof, are hereby exenpt from any state,
county, municipal, or other local tax, and shall not be subject to
execution, garnishnent, attachnment, the operation of bankruptcy or
i nsolvency laws, or other process of |aw whatsoever, and shall be
unassi gnabl e.

(2)(a) This section shall not be deenmed to prohibit a beneficiary
of a retirement allowance from authorizing deductions therefrom for
paynment of prem uns due on any group insurance policy or plan issued
for the benefit of a group conprised of public enployees of the state
of Washington or its political subdivisions and which has been approved
for deduction in accordance with rules that may be adopted by the state
health care authority and/or the departnent, and this section shall not
be deened to prohibit a beneficiary of a retirenent allowance from
aut hori zing deductions therefrom for paynent of dues and other
menbership fees to any retirenment association or organization the
menber ship of which is conposed of retired public enployees, if a total
of three hundred or nore of such retired enpl oyees have authorized such
deduction for paynent to the sane retirenent association or
or gani zati on.

(b) This section does not prohibit a beneficiary of a retirenent
allowance from authorizing deductions from that allowance for
charitabl e purposes on the sane terns as enpl oyees and public officers
under RCW 41.04. 035 and 41. 04. 036.

(3) Subsection (1) of this section shall not prohibit the
departnment from conplying with (a) a wage assignnent order for child
support issued pursuant to chapter 26.18 RCW (b) an order to w thhold
and deliver issued pursuant to chapter 74.20A RCW (c) a notice of
payrol |l deduction issued pursuant to RCW 26.23.060, (d) a mandatory
benefits assignnment order issued by the departnent, (e) a court order
directing the departnment of retirenent systens to pay benefits directly
to an obligee under a dissolution order as defined in RCW41.50.500(3)
which fully conplies with RCW 41.50.670 and 41.50.700, or (f) any
adm nistrative or court order expressly authorized by federal |aw.

(4) Subsection (1) of this section does not exenpt any pension or
ot her benefit received under this chapter fromtax under Title 82A RCW
(sections 101 through 810 of this act), nor does it prohibit the
departnment of retirenent systens from conplying wth the tax
wi t hhol ding requirenents of that title.
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Sec. 1009. RCW41.44.240 and 1989 ¢ 360 s 28 are each anended to
read as foll ows:

STATEWDE CI TY EMPLOYEES RETIREMENT. (1) The right of a person to
a pension, annuity or a retirenent allowance, to the return of
contribution, the pension, annuity or retirenment allowance itself, any
optional benefit, any other right accrued or accruing to any person
under the provisions of this chapter, and the noneys in the fund
created wunder this chapter shall not be subject to execution,
garni shnent, or any other process what soever.

(2) This section shall not apply to child support collection
actions taken wunder chapter 26.18, 26.23, or 74.20A RCW agai nst
benefits payabl e under any such plan or arrangenent. Benefits under
this chapter shall be payable to a spouse or ex-spouse to the extent
expressly provided for in any court decree of dissolution or |ega
separation or in any court order or court-approved property settl enment
agreenent incident to any court decree of dissolution or |egal
separati on

(3) Subsection (1) of this section does not exenpt any pension or
ot her benefit received under this chapter fromtax under Title 82A RCW
(sections 101 through 810 of this act), nor does it prohibit the
departnment of retirenent systens from conplying wth the tax
wi t hhol ding requirenents of that title.

Sec. 1010. RCW 41.26.053 and 1991 c¢ 365 s 20 and 1991 ¢ 35 s 25
are each reenacted and anended to read as foll ows:

LAW ENFORCEMENT OFFI CERS' AND FI RE FI GHTERS' RETI REMENT SYSTEM
(1) Subject to subsections (2) ((and)), (3), and (4) of this section,
the right of a person to a retirenent allowance, disability allowance,
or death benefit, to the return of accunulated contributions, the
retirenent, disability or death allowance itself, any optional benefit,
any other right accrued or accruing to any person under the provisions
of this chapter, and the noneys in the fund created under this chapter,
are hereby exenpt fromany state, county, nunicipal, or other |ocal tax
and shall not be subject to execution, garnishnent, attachnent, the
operation of bankruptcy or insolvency |aws, or any other process of |aw
what soever, and shall be unassi gnabl e.

(2) On the witten request of any person eligible to receive
benefits wunder this section, the departnment may deduct from such
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paynments the premuns for life, health, or other insurance. The
request on behalf of any child or children shall be made by the | egal
guardi an of such child or children. The departnent nmay provide for
such persons one or nore plans of group insurance, through contracts
with regularly constituted insurance carriers or health care service
contractors.

(3) Subsection (1) of this section shall not prohibit the
departnment from conplying with (a) a wage assignnent order for child
support issued pursuant to chapter 26.18 RCW (b) an order to w thhold
and deliver issued pursuant to chapter 74.20A RCW (c) a notice of
payrol |l deduction issued pursuant to RCW 26.23.060, (d) a mandatory
benefits assignnment order issued by the departnent, (e) a court order
directing the departnment of retirenent systens to pay benefits directly
to an obligee under a dissolution order as defined in RCW41.50.500(3)
which fully conplies with RCW 41.50.670 and 41.50.700, or (f) any
adm ni strative or court order expressly authorized by federal |aw.

(4) Subsection (1) of this section does not exenpt any pension or
ot her benefit received under this chapter fromtax under Title 82A RCW
(sections 101 through 810 of this act), nor does it prohibit the
departnment of retirenent systens from conplying wth the tax
wi t hhol ding requirenents of that title.

Sec. 1011. RCW43.43.310 and 1991 ¢ 365 s 23 are each anended to
read as foll ows:

WASHI NGTON STATE PATROL RETI REMENT. (1) Except as provided in
subsections (2) ((anrd)), (3), and (4) of this section, the right of any
person to a retirenment allowance or optional retirenent allowance under
t he provisions hereof and all noneys and i nvestnents and incone thereof
are exenpt from any state, county, nunicipal, or other |ocal tax and
shall not be subject to execution, garnishnent, attachnent, the
operation of bankruptcy or the insolvency |laws, or other processes of
| aw what soever and shall be unassignabl e except as herein specifically
provi ded.

(2) Subsection (1) of this section shall not prohibit the
departnment of retirement systens from conplying with (a) a wage
assi gnnent order for child support issued pursuant to chapter 26.18
RCW (b) an order to withhold and deliver issued pursuant to chapter
74. 20A RCW (c) a notice of payroll deduction issued pursuant to RCW
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26.23.060, (d) a mandatory benefits assignment order issued pursuant to
chapter 41.50 RCW (e) a court order directing the departnent of
retirement systenms to pay benefits directly to an obligee under a
di ssolution order as defined in RCW41.50.500(3) which fully conplies
with RCW 41.50.670 and 41.50.700, or (f) any admnistrative or court
order expressly authorized by federal |aw.

(3) Subsection (1) of this section shall not be deened to prohibit
a beneficiary of a retirenent allowance from authorizing deductions
therefrom for paynent of prem uns due on any group insurance policy or
plan issued for the benefit of a group conprised of nenbers of the
Washi ngton state patrol or other public enployees of the state of
Washington, or for contributions to the Wshington state patrol
menori al foundati on.

(4) Subsection (1) of this section does not exenpt any pension or
ot her benefit received under this chapter fromtax under Title 82A RCW
(sections 101 through 810 of this act), nor does it prohibit the
departnent of retirenent systens from conplying wth the tax
wi t hhol ding requirenents of that title.

NEW SECTION. Sec. 1012. RCW 6.15.025 (Exenption of pension or
retirement plan benefits fromexecution for judgnent for out-of-state
i ncone tax) and 1991 c 123 s 3 are each repeal ed.

PART Xi
M SCELLANEQUS

NEW SECTI ON. Sec. 1101. SEVERABI LITY. I f 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.

NEW SECTION.  Sec. 1102. CAPTI ONS AND PART HEADI NGS. Captions and
part headings as used in this act constitute no part of the |aw

NEW SECTION. Sec. 1103. CODI FI CATION. Sections 101 through 810
of this act constitute a newtitle in the Revised Code of WAshi ngton,
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1 to be codified as Title 82A RCW

2 NEW SECTION.  Sec. 1104. This act takes effect January 1, 2006.

~-- END ---
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