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ENGROSSED SENATE Bl LL 6096

Passed Legislature - 2005 Regul ar Session
State of WAshi ngt on 59th Legislature 2005 Regul ar Sessi on

By Senators Poul sen, Fraser and Prentice; by request of Governor
Gregoire

Read first time 03/24/2005. Referred to Commttee on Ways & Means.

AN ACT Rel ating to generating new tax revenues to provi de education
fundi ng; anendi ng RCW 83. 100. 020, 83.100. 040, 83.100.050, 83.100.060,
83.100. 070, 83.100.090, 83.100.110, 83.100.130, 83.100.140, 83.100. 150,
83. 100. 210, and 83. 100. 010; addi ng new sections to chapter 83.100 RCW
creating new sections; repealing RCW 83.100.030 and 83.100.045; and
decl ari ng an energency.

BE | T ENACTED BY THE LEQ SLATURE OF THE STATE OF WASHI NGTON:
NEW SECTION. Sec. 1. The | egislature recogni zes that on February

3, 2005, the Washington state suprene court decided in Estate of
Henphill v. Dep't of Rev., Docket No. 74974-4, that Washington's estate

tax is tied to the current federal Internal Revenue Code. The
| egislature finds that the revenue loss resulting from the Henphil
decision wll severely affect the legislature's ability to fund

prograns vital to the peace, health, safety, and support of the
citizens of this state. The legislature intends to address the adverse
fiscal inpact of the Henphill decision and provide funding for
education by creating a stand-al one state estate tax.

p. 1 ESB 6096. SL
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Sec. 2. RCW 83.100.020 and 2001 c¢c 320 s 15 are each anended to
read as foll ows:

As used in this chapter:

(1) "Decedent" nmeans a deceased i ndividual

(2) "Departnment” means the departnent of revenue, the director of
that departnent, or any enpl oyee of the departnent exercising authority
lawfully delegated to h|n1by the director;

4)y)) "Federal return"” neans any tax return required by chapter 11
((e—323)) of the Internal Revenue Code;

((65))) (4) "Federal tax" neans (({a)—fer—atransfer,)) a tax under

chapter 11 of the Internal Revenue Code; ((anrd—{b)—F+or—a—generation—
Kipoi or ¢ I I f e |

Code;

(6} g . Kipoi ap . . Kipoi
transfer" Lok i I I w )
Code;

A)) (5) "Goss estate" neans "gross estate" as defined and used
in section 2031 of the Internal Revenue Code;

((

9y)) (6) "Person" neans any individual, estate, trust, receiver,
cooperative association, club, corporation, conmpany, firm partnership,
joint venture, syndicate, or other entity and, to the extent permtted
by law, any federal, state, or other governnental unit or subdivision
or agency, departnent, or instrunentality thereof;

((628)3)) (7) "Person required to file the federal return” neans any
person required to file a return required by chapter 11 ((e+33)) of
the Internal Revenue Code, such as the personal representative of an

est at e( ( —eor—a—transteror—trustee—or—benettetary—ol—a—generation—

ESB 6096. SL p. 2
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(()) (8) "Property" neans ((fa—ter—a—transfers)) property
included in the gross estate((—anrd—{b)—For—a generation-skipprng
transfer, all real and personal property subject to the federal tax));

((+2)) (9) "Resident” neans a decedent who was domiciled in
Washi ngton at tinme of death;

((+3))) (10) "Taxpayer" neans a person upon whom tax is inposed
under this chapter, including an estate or a person liable for tax
under RCW 83. 100. 120;

(11) "Transfer" neans "transfer" as used in section 2001 of the

I nternal Revenue Code((;—er—a—dispesttioen—or——cessationof—qualifieduse
as—detned—and—used—in——secti-on2032ALe)—of—thetnaternal—Revenue—Code) ) .

However, "transfer" does not include a qualified heir disposing of an
interest in property qualifying for a deduction under section 4 of this
act or ceasing to use the property for farn ng purposes;

9%5})) L__L "Internal Revenue Code" neans, for the purposes of this
chapter and RCW 83.110. 010, the United States Internal Revenue Code of
1986, as anmended or renunbered as of January 1, ((2066%)) 2005;

(13) "Washington taxable estate"” neans the federal taxable estate,

| ess: (a) One mllion five hundred thousand dollars for decedents
dying before January 1, 2006; and (b) two mllion dollars for decedents
dying on or after January 1, 2006; and (c) the anpunt of any deduction
al |l owed under section 4 of this act; and

(14) "Federal taxable estate" neans the taxable estate as
determ ned under chapter 11 of the Internal Revenue Code w thout regard
to: (&) The termnation of the federal estate tax under section 2210
of the Internal Revenue Code or any other provision of law, and (b) the
deduction for state estate, inheritance, |egacy, or succession taxes
al |l owabl e under section 2058 of the Internal Revenue Code.

Sec. 3. RCW83.100.040 and 1988 ¢ 64 s 4 are each anended to read
as follows:

(1) A tax in an anmount conputed as provided in this section is
i nposed on every transfer of property |located in Washi ngton ((ef—every
nonestdent) ) . For the purposes of this section, any intangible
property owned by a resident is |located in WAshi ngton.

p. 3 ESB 6096. SL
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the—nonrestdent—+s—domeited-)) (a) Except as provided in (b) of this

subsection, the anbunt of tax is the anmpbunt provided in the foll ow ng
t abl e:

Of Washington

If Washington Taxable The amount of Tax Equals Taxable Estate Value
Estate is at |east But Less Than Initial Tax Amount Plus Tax Rate % Greater than
$0 $1,000,000 $0 10.00% $0
$1,000,000 $2,000,000 $100,000 14.00% $1,000,000
$2,000,000 $3,000,000 $240,000 15.00% $2,000,000
$3,000,000 $4,000,000 $390,000 16.00% $3,000,000
$4,000,000 $6,000,000 $550,000 17.00% $4,000,000

000,000 $7,000,000 $890,000 18.00% $6,000,000
$7,000,000 $9,000,000 $1,070,000 18.50% $7,000,000
Above $9,000,000 1,440,000 19.00% Above $9,000,000

(b) If any property in the decedent's estate is |ocated outside of
Washi ngt on, the anpbunt of tax is the anbunt determned in (a) of this
subsection nultiplied by a fraction. The nunerator of the fraction is
the value of the property |located in Washington. The denom nator of
the fraction is the value of the decedent's gross estate. Property
qualifying for a deduction under section 4 of this act shall be
excluded fromthe nunerator and denom nator of the fraction.

(3) The tax inposed under this section is a stand-alone estate tax
that incorporates only those provisions of the Internal Revenue Code as
anended or renunbered as of January 1, 2005, that do not conflict with
the provisions of this chapter. The tax inposed under this chapter is
i ndependent of any federal estate tax obligation and is not affected by
termnation of the federal estate tax.

ESB 6096. SL p. 4
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NEW SECTION. Sec. 4. A new section is added to chapter 83.100 RCW
to read as foll ows:

(1) For the purposes of determ ning the Washi ngton taxabl e estate,
a deduction is allowed fromthe federal taxable estate for the val ue of
qualified real property and the value of any tangi bl e personal property
used primarily for farm ng purposes conducted on the qualified real
property, reduced by any anounts all owabl e as a deduction in respect of
the qualified real property and tangible personal property under
section 2053(a)(4) of the Internal Revenue Code, if the decedent was at
the tinme of his or her death a citizen or resident of the United
St at es. For the purposes of determning the deduction anount, the
val ue of property is its value as used to determ ne the value of the
gross estate.

(2) Property shall be considered to have been acquired fromor to
have passed fromthe decedent if:

(a) The property is so considered under section 1014(b) of the
| nt ernal Revenue Code;

(b) The property is acquired by any person fromthe estate; or

(c) The property is acquired by any person froma trust, to the
extent the property is includible in the gross estate of the decedent.

(3) If the decedent and the decedent's surviving spouse at any tine
hel d qualified real property as community property, the interest of the
surviving spouse in the property shall be taken into account under this
section to the extent necessary to provide a result under this section
Wth respect to the property which is consistent with the result which
woul d have obtained under this section if the property had not been
community property.

(4) In the case of any qualified woodland, the value of trees
growi ng on the woodl and may be deducted if otherw se qualified under
this section.

(5 If property is qualified real property with respect to a
decedent, hereinafter in this subsection referred to as the "first
decedent,"” and the property was acquired fromor passed fromthe first
decedent to the surviving spouse of the first decedent, active
managenent of the farm by the surviving spouse shall be treated as
mat eri al participation by the surviving spouse in the operation of the
farm

p. 5 ESB 6096. SL
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(6) Property owned indirectly by the decedent may qualify for a
deduction wunder this section if owned through an interest in a
cor poration, part ner shi p, or trust as the terns corporation,
partnership, or trust are used in section 2032A(g) of the Interna
Revenue Code. In order to qualify for a deduction under this
subsection, the interest, in addition to neeting the other tests for
qualification under this section, nust qualify under section 6166(b) (1)
of the Internal Revenue Code as an interest in a closely held business
on the date of the decedent's death and for sufficient other tine,
conbined wth periods of direct ownership, to equal at |least five years
of the eight-year period preceding the death.

(7)(a) If, on the date of the decedent's death, the requirenents of
subsection (10)(f)(i)(O((Il) of this section wth respect to the
decedent for any property are not net, and the decedent (i) was

receiving old age benefits under Title Il of the social security act
for a continuous period ending on such date, or (ii) was disabled for
a continuous period ending on this date, then subsection

(20)(f)(1)(O(I'l1) of this section shall be applied with respect to the
property by substituting "the date on which the |longer of such
conti nuous periods began" for "the date of the decedent's death" in
subsection (10)(f)(i)(C of this section.

(b) For the purposes of (a) of this subsection, an individual shal
be disabled if the individual has a nental or physical inpairnent which
renders that individual wunable to materially participate in the
operation of the farm

(8) Property may be deducted under this section whether or not
special valuation is elected under section 2032A of the Internal
Revenue Code on the federal return.

(99(a) In the case of any qualified replacenent property, any
period during which there was ownership, qualified use, or materia
participation with respect to the replaced property by the decedent or
any menber of the decedent's famly shall be treated as a period during
whi ch there was ownership, use, or material participation, as the case
may be, with respect to the qualified replacenent property.

(b) Subsection (9)(a) of this section shall not apply to the extent
that the fair market value of the qualified replacenent property, as of
the date of its acquisition, exceeds the fair market value of the
repl aced property, as of the date of its disposition.

ESB 6096. SL p. 6
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(c) For the purposes of this subsection (9), the follow ng
definitions apply:

(i) "Qualified replacenent property"” neans any real property:

(A) Wiich is acquired in an exchange which qualifies under section
1031 of the Internal Revenue Code; or

(B) The acquisition of which results in the nonrecognition of gain
under section 1033 of the Internal Revenue Code.

The term "qualified replacenent property” only includes property
which is used for the sane qualified use as the replaced property was
bei ng used before the exchange.

(i1) "Replaced property"” neans the property was:

(A) Transferred in the exchange which qualifies under section 1031
of the Internal Revenue Code; or

(B) Conpul sorily or involuntarily converted wi thin the neaning of
section 1033 of the Internal Revenue Code.

(10) For the purposes of this section, the follow ng definitions
appl y:

(a) "Active managenent” neans the making of the managenent
decisions of a farm other than the daily operating deci sions.

(b) "Farmt includes stock, dairy, poultry, fruit, furbearing
animal, and truck farns; plantations; ranches; nurseries; ranges;
greenhouses or other simlar structures used primarily for the raising
of agricultural or  horticultural comvodities; and orchards and
wood| ands.

(c) "Farm ng purposes” neans:

(1) Cultivating the soil or raising or harvesting any agricul tural
or horticultural commodity, including the raising, shearing, feeding,
caring for, training, and managenent of animals on a farm

(ii1) Handling, drying, packing, grading, or storing on a farm any
agricultural or horticultural commodity in its unmanufactured state,
but only if the owner, tenant, or operator of the farm regularly
produces nore than one-half of the coomodity so treated; and

(tii1)(A The planting, cultivating, caring for, or cutting of
trees; or

(B) The preparation, other than mlling, of trees for market.

(d) "Menber of the famly" neans, with respect to any individual
only:

(1) An ancestor of the individual;

p. 7 ESB 6096. SL
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(i1) The spouse of the individual;

(tit) A lineal descendant of the individual, of the individual's
spouse, or of a parent of the individual; or

(iv) The spouse of any |ineal descendant described in (d)(iii) of
t his subsecti on.

For the purposes of this subsection (10)(d), a legally adopted
child of an individual shall be treated as the child of such individual
by bl ood.

(e) "Qualified heir" means, with respect to any property, a nenber
of the decedent's famly who acquired property, or to whom property
passed, fromthe decedent.

(f)(i) "Qualified real property" means real property which was
acquired from or passed fromthe decedent to a qualified heir of the
decedent and which, on the date of the decedent's death, was being used
for a qualified use by the decedent or a nenber of the decedent's
famly, but only if:

(A) Fifty percent or nore of the adjusted value of the gross estate
consists of the adjusted value of real or personal property which:

(I') On the date of the decedent's death, was being used for a
qualified use by the decedent or a nenber of the decedent's famly; and

(I'l) Was acquired fromor passed fromthe decedent to a qualified
heir of the decedent;

(B) Twenty-five percent or nore of the adjusted val ue of the gross
estate consists of the adjusted value of real property which neets the
requi renments of (f)(i)(A(lI1) and (f)(i)(C of this subsection; and

(C During the eight-year period ending on the date of the
decedent's death there have been periods aggregating five years or nore
during whi ch:

(I') The real property was owned by the decedent or a nmenber of the
decedent's famly and used for a qualified use by the decedent or a
menber of the decedent's famly; and

(I'l') There was material participation by the decedent or a nenber
of the decedent's famly in the operation of the farm For the
pur poses of this subsection (f)(i)(QO(I1l1), material participation shal
be determined in a manner simlar to the manner used for purposes of
section 1402(a) (1) of the Internal Revenue Code.

(ii1) For the purposes of this subsection, the term"adjusted val ue"
neans:

ESB 6096. SL p. 8
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(A) In the case of the gross estate, the value of the gross estate,
determ ned without regard to any special valuation under section 2032A
of the Internal Revenue Code, reduced by any anounts allowable as a
deducti on under section 2053(a)(4) of the Internal Revenue Code; or

(B) In the case of any real or personal property, the value of the
property for purposes of chapter 11 of the Internal Revenue Code,
determ ned without regard to any special valuation under section 2032A
of the Internal Revenue Code, reduced by any anounts allowable as a
deduction in respect of such property under section 2053(a)(4) of the
I nt ernal Revenue Code.

(g "Qualified use" neans the property is used as a farm for
farm ng purposes. In the case of real property which neets the
requirenments of (f)(i)(C of this subsection, residential buildings and
related i nprovenents on the real property occupied on a regular basis
by the owner or | essee of the real property or by persons enployed by
the owner or |essee for the purpose of operating or maintaining the
real property, and roads, buildings, and other structures and
i nprovenents functionally related to the qualified use shall be treated
as real property devoted to the qualified use.

(h) "Qualified woodl and" neans any real property which:

(1) I's used in tinber operations; and

(1i) I's an identifiable area of |and such as an acre or other area
for which records are nornmally maintained in conducting tinber
oper ati ons.

(i) "Tinber operations" neans:

(1) The planting, cultivating, caring for, or cutting of trees; or

(11) The preparation, other than mlling, of trees for market.

Sec. 5. RCWB83.100.050 and 1988 ¢ 64 s 6 are each anended to read
as follows:

(1) ((Fhe)) A Washington return nust be filed if: (a) A federa
return is required to be filed; or (b) for decedents dying prior to
January 1, 2006, the gross estate exceeds one mllion five hundred
t housand dollars; or (c) for decedents dying on or after January 1,
2006, the gross estate exceeds two mllion dollars.

(2)(a) A person required to file ((the)) a federal return shall
file wth the departnent on or before the date the federal return is

p. 9 ESB 6096. SL
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required to be filed, including any extension of tinme for filing ((the
federal return:

{2))) under subsection (4) of this section, a Washington return for
the tax due under this chapter((i—and

{b) A copy of the federal return.

hi L il ed i  od | .
required)).

(b) If no federal return is required to be filed, a taxpayer shal
file with the departnent on or before the date a federal return would
have been required to be filed, including any extension of tine for
filing under subsection (5) of this section, a WAshington return for
the tax due under this chapter.

(3) A Washington return delivered to the departnment by United
States mail shall be considered to have been received by the departnent
on the date of the United States postmark stanped on the cover in which
the return is mailed, if the postmark date is within the tinme all owed
for filing the Washi ngton return, including extensions.

((2)) (4) In addition to the Washington return required to be
filed in subsection (2) of this section, a person, if required to file
a federal return, shall file with the departnent on or before the date
the federal return, is required to be filed a copy of the federal
return along with all supporting docunentation. If the person required
to file the federal return has obtained an extension of time for filing
the federal return, the person shall file the Washington return within
the sane tinme period and in the sane manner as provided for the federal
return. A copy of the federal extension shall be filed wth the
departnment on or before the date the Washington return is due, not
i ncluding any extension of tinme for filing, or within thirty days of
i ssuance, whichever is later.

(5) A person who is required to file a Washington return under
subsection (2) of this section, but is not required to file a federal
return, may obtain an extension of tinme for filing the WAshington
return as provided by rule of the departnent.

Sec. 6. RCW83.100.060 and 1988 ¢ 64 s 7 are each anended to read
as follows:

(1) The taxes inposed by this chapter shall be paid by the person
required to file ((thefederal)) a Washington return on or before the

ESB 6096. SL p. 10
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date the Washington return is required to be filed under RCW
83.100. 050, not including any extension of tinme for filing. Paynment

delivered to the departnment by United States mail shall be considered
to have been received by the departnment on the date of the United
States postmark stanped on the cover in which paynent is mailed, if the
postmark date is within the time allowed for making the paynent,

i ncl udi ng any extensions.

(2) If the person ((reguired—to—+ilethe federal—return)) has
obtained an extension of tinme for paynent of the federal tax or has
el ected to pay such tax in installnments, the person may elect to pay
the tax inposed by this chapter within the sane tine period and in the
sanme manner as provided for paynent of the federal tax. A copy of the
federal extension shall be filed on or before the date the tax inposed
by this chapter is due, not including any extension of tine for
paynment, or within thirty days of issuance, whichever is later.

(3) A person who is required to file a Washington return under RCW
83.100.050, but is not required to file a federal return, may obtain an
extension of tinme for paynent of the Washington tax or elect to pay
such tax in installnments as provided by rule of the departnent.

(4) The periods of limtation in RCW83.100.130 and section 14 of
this act shall extend an additional three years beyond the due date of
the |l ast scheduled installnment paynent authorized under this section.

Sec. 7. RCWB83.100.070 and 2000 ¢ 105 s 1 are each anmended to read
as follows:

(1) For periods before January 2, 1997, any tax due under this
chapter which is not paid by the due date under RCW 83. 100. 060(1) shall
bear interest at the rate of twelve percent per annumfromthe 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.

(3)(a) If the Washington return is not filed when due under RCW
83. 100. 050 and the person required to file the ((federal)) Washi ngton
return under RCW 83.100.050 voluntarily ((reperts—the—++Hng—and))
files ((beth)) the ((state—andfederalestatetax—+returns)) Washi ngton
return with the departnent before the departnent notifies the person in

p. 11 ESB 6096. SL
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witing that the departnent has determined that the person has not
filed a Washington return, no penalty is inposed on the person required
to file the ((federal)) Washington return.

(b) If the Washington return is not filed when due under RCW
83. 100. 050 and the person required to file the ((federal)) Washi ngton
return under RCW 83.100. 050 does not file a return with the departnent
before the departnent notifies the person in witing that the
departnment has determned that the person has not filed a ((state
estate—tax)) Washington return, the person required to file the
((federal)) Washington 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. However, in no instance may the
penalty exceed the | esser of twenty-five percent of the tax due or one
t housand five hundred doll ars.

(c) If the departnent finds that a return due under this chapter
has not been filed by the due date, and the delinquency was the result
of circunstances beyond the control of the responsible person, the
departnent shall waive or cancel any penalties inposed under this
chapter with respect to the filing of such a tax return. The
departnent shall adopt rules for the waiver or cancellation of the
penal ties inposed by this section.

Sec. 8. RCWB83.100.090 and 1988 c 64 s 10 are each anmended to read
as follows:

Not wi t hst andi ng the periods of limtation in section 14 of this act
and RCW 83. 100. 130:

(1) If the person required to file the ((federal)) Washington
return under RCW 83.100.050 files an anended federal return, that
person shall imediately file with the departnent an anended Washi ngt on
return with a copy of the amended federal return. | f the anended
Washi ngton return requires paynent of an additional tax under this
chapter, the tax shall be paid in accordance wth RCW 83.100. 060 and
interest shall be paid in accordance with RCW 83. 100. 070.

(2) Upon any adjustnent in, or final determ nation of, the anount
of federal tax due, the person required to file the ((federal))
Washi ngton return under RCW 83.100. 050 shall notify the departnent in
witing within ((sty)) one hundred twenty days after the adjustnent
or final determ nation. If the adjustment or final determ nation

ESB 6096. SL p. 12
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requi res paynent of an additional tax under this chapter, the tax shal
be paid in accordance with RCW 83.100. 060 and interest shall be paid in
accordance wth RCW 83. 100. 070.

(3) If the departnent determnes the anended WAshington return
adjustnent, or final determination requires paynent of an additiona
tax under this chapter, the departnent may assess agai nst the taxpayer
an additional anount found to be due within one year of receipt of the
anended Washington return or witten notice as required by this
section, or at any tine if no anended WAshington return is filed or
notice is provided as required by this section. The execution of a
witten waiver at the request of the departnent by the person required
to file the Washington return under RCW 83.100.050 nay extend this

limtation. | nterest shall be added to the ampunt of tax assessed by
the departnent in accordance with RCW 83.100. 070. The departnent shal
notify the taxpayer by mil of the additional anmpunt, and the

addi ti onal anount shall becone due and shall be paid wthin thirty days
from the date of the notice, or wthin such further tine as the
departnment nay provide.

(4) 1f the departnent determ nes the anended WAshington return,
adjustnent, or final determnation requires the refund of overpaid tax,
penalties, or interest under this chapter, the departnent shall refund
the ampunt of the overpaynent with interest in accordance with RCW
83.100. 130. The person required to file the Washington return under
RCW 83.100.050 shall provide the departnent wth any additional
information or supporting docunents necessary to determne if a refund
IS due. The execution of a witten waiver to extend the period for
assessnent under subsection (3) of this section shall extend the tine
for making a refund, if prior to the expiration of the waiver period an
application for refund of the taxes is nmade by the person required to
file the Washington return under RCW 83.100.050, or the departnent
di scovers a refund is due.

Sec. 9. RCW83.100.110 and 1988 c 64 s 11 are each anmended to read
as follows:

(1) Unless any tax due under this chapter is sooner paid in full,
it shall be a lien upon the property subject to the tax for a period of

ten years from the date of the transfer ((er—the—generationskipptng
transfer)), except that any part of the property which is used for the
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paynent of clainms against the ©property or expenses of its
adm ni stration, allowed by any court having jurisdiction thereof, shall
be divested of the lien. Liens created under this subsection shall be
qualified as foll ows:

(a) Any part of the property subject to the tax which is sold to a
bona fide purchaser shall be divested of the lien and the lien shall be
transferred to the proceeds of the sale; and

(b) The lien shall be subordinate to any nortgage or deed of trust
on the property pursuant to an order of court for paynent of clains
agai nst the property or expenses of admnistration. The lien shal
attach to any proceeds fromthe sale of the property in excess of the
obl i gations secured by the nortgage or deed of trust and the expenses
of sale, including a reasonable charge by the trustee and by his or her
attorney where the property has been sold by a nonjudicial trustee's
sal e pursuant to chapter 61.24 RCW and including court costs and any
attorneys' fees awarded by the superior court of the county in which
the property is sold at sheriff's sale pursuant to a judicial
forecl osure of the nortgage or deed of trust.

(2) If the person required to file the ((federal)) Washington
return under RCW 83.100.050 has obtained an extension of tinme for
paynment of the ((federal)) tax or has elected to pay such tax in
installnents, the tax lien under this section shall be extended as
necessary to prevent its expiration prior to twelve nonths foll ow ng
the expiration of any such extension or the install nent.

(3) The tax lien shall be extended as necessary to prevent its
expiration prior to twelve nonths followng the conclusion of
litigation of any question affecting the determ nation of the anount of
tax due if a lis pendens has been filed wth the auditor of the county
in which the property is |ocated.

Sec. 10. RCW 83.100.130 and 1997 c 157 s 6 are each anended to
read as foll ows:

(1) ((Whenever)) If, upon receipt of an application by a taxpayer
for a refund, or upon examnation of the returns or records of any
t axpayer, the departnent determnes that within the statutory period
for assessnent of taxes, penalties, or interest prescribed by section
14 of this act a person required to file the ((federal)) Washington
return under RCW 83.100.050 has overpaid the tax due under this
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chapter, the departnent shall refund the anmount of the overpaynent,
together wth interest ((at—the—thenr—existing—rate—under—RCON
83-100-070(1))) as provided in subsection (2) of this section. |If the
application for refund, wth supporting docunents, is filed within
((feu—rpnths)) one hundred twenty days after an adjustnment or fina
determ nation of federal tax liability, the departnent shall pay
interest until the date the refund is mailed. |[If the application for
refund, with supporting docunents, is filed after ((feur—monRths)) one
hundred twenty days after the adjustnent or final determ nation, the
departnent shall pay interest only until the end of the ((feutr—month))
one hundred twenty-day period.

(2) Interest refunded under this section for periods before January
2, 1997, shall be conputed at the rate provided in RCW 83.100.070(1).
I nterest refunded under this section for periods after January 1, 1997,
t hrough Decenber 31, 1998, shall be conputed on a daily basis at the
rate as conputed under RCW 82.32.050(2) |ess one percentage point
Interest allowed for periods after Decenber 31, 1998, shall be conputed
at the rate as conputed under RCW 82.32.050(2). Except as provided in
subsection (1) of this section, interest 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

(3) Except as otherw se provided in subsection (4) of this section
and RCW 83.100.090, no refund shall be nade for taxes, penalties, or
interest paid nore than four years prior to the beginning of the
calendar year in which the refund application is made or an exam nati on
of records is conplete.

(4) The execution of a witten waiver under section 14 of this act
shall extend the tine for making a refund if, prior to the expiration
of the waiver period, an application for refund is nade by the taxpayer
or the departnent discovers a refund is due.

(5) An application for refund shall be on a form prescribed by the
departnment and shall contain any information and supporting docunents
the departnent requires.

Sec. 11. RCW 83.100.140 and 1988 c 64 s 13 are each anended to
read as foll ows:
Any person required to file the ((federal)) Washington return who

((wHHuHy)) willfully fails to file a Washington return when required

p. 15 ESB 6096. SL
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by this chapter or who ((wHuhHhHy)) willfully files a false return
commts a gross m sdeneanor as defined in Title 9A RCW and shall be

puni shed as provided in Title 9A RCW for the perpetration of a gross
m sdeneanor .

Sec. 12. RCW 83.100.150 and 1988 c 64 s 14 are each anended to
read as foll ows:

(()) The departnment may collect the estate tax inposed under RCW
((83—106-030—and)) 83.100.040, including interest and penalties, and
shall represent this state in all nmatters pertaining to the sane,
either before courts or in any other manner. At any tine after the
Washington return is due, the departnent may file its findings
regarding the amount of the tax((;—t+he—+federal—eredit)) conputed as
provided in RCW83.100.040, the person required to file the ((federal))
Washi ngton return under RCW 83.100.050, and all persons having an
interest in property subject to the tax with the clerk of the superior
court in the matter of the estate of the decedent or, if no probate or
adm ni stration proceedi ngs have been commenced in any court of this
state, of the superior court for the county in which the decedent was
a resident, if the resident was a domciliary, or, if the decedent was
a nondomciliary, of any superior court which has jurisdiction over the
property. Such a court first acquiring jurisdiction shall retain
jurisdiction to the exclusion of every other court.
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NEW SECTION. Sec. 13. A new section is added to chapter 83.100
RCWto read as foll ows:

(1) If the federal taxable estate on the federal return is
determ ned by making an election under section 2056 or 2056A of the
I nternal Revenue Code, or if no federal return is required to be filed,
the departnment may provide by rule for a separate election on the
Washi ngton return, consistent wth section 2056 or 2056A of the
I nternal Revenue Code, for the purpose of determ ning the anount of tax
due under this chapter. The election shall be binding on the estate
and the beneficiaries, consistent with the Internal Revenue Code. Al
ot her elections or valuations on the Washington return shall be made in
a manner consistent with the federal return, if a federal return is
required, and such rules as the departnent may provide.

(2) Anpunts deducted for federal inconme tax purposes under section
642(g) of the Internal Revenue Code of 1986, shall not be allowed as
deductions in conputing the anobunt of tax due under this chapter

NEW SECTION. Sec. 14. A new section is added to chapter 83.100
RCWto read as foll ows:

(1) If upon exam nation of any returns or from other information
obtained by the departnent it appears that a tax or penalty has been
paid | ess than that properly due, the departnent shall assess agai nst
the taxpayer an additional anmount found to be due and shall add
interest as provided in RCW83.100.070 on the tax only. The depart nent
shall notify the taxpayer by mail of the additional anmount, and the
addi ti onal amount shall becone due and shall be paid within thirty days
from the date of the notice, or wthin such further time as the
departnment may provide.

(2) Interest shall be conputed from the original due date of the
Washi ngton return until the due date of the notice. |f paynment in ful
is not made by the due date of the notice, additional interest shall be
conputed until the date of paynent.

(3) No assessnent or correction of an assessnent for additiona
taxes, penalties, or interest due may be made by the departnent nore
than four years after the close of the calendar year in which a
Washi ngton return is due under this chapter, including any extension of
time for filing, except upon a show ng of fraud or of m srepresentation
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of a material fact by the taxpayer or as provided under subsection (4)
or (5) of this section or as otherwi se provided in this chapter.

(4) For persons liable for tax under RCW 83. 100. 120, the period for
assessnment or correction of an assessnent shall extend an additiona
three years beyond the period described in subsection (3) of this
section.

(5 A taxpayer mmy extend the periods of Ilimtation under
subsection (3) or (4) of this section by executing a witten waiver
The execution of the waiver shall also extend the period for making a
refund as provided in RCW83.100. 130.

Sec. 15. RCW 83.100.210 and 1996 c¢ 149 s 18 are each anmended to
read as foll ows:

(1) The follow ng provisions of chapter 82.32 RCWhave full force
and application with respect to the taxes inposed under this chapter
unless the context <clearly requires otherw se: RCW 82.32.110,
82.32.120, 82.32.130, 82.32.320, and 82.32. 340. The definitions in
this chapter have full force and application with respect to the
application of chapter 82.32 RCWto this chapter unless the context
clearly requires otherw se.

(2) The departnment nmay enter into closing agreenents as provided in
RCW 82. 32. 350 and 82. 32. 360.

NEW SECTION. Sec. 16. A new section is added to chapter 83.100
RCWto read as foll ows:

Al receipts from taxes, penalties, interest, and fees collected
under this chapter nust be deposited into the education |egacy trust
account .

NEW SECTION. Sec. 17. The followng acts or parts of acts are
each repeal ed:

(1) RCW 83.100.030 (Residents--Estate tax inposed--Credit for tax
paid other state) and 1988 c 64 s 3 & 1981 2nd ex.s. ¢ 7 s 83.100. 030;
and

(2) RCW 83.100.045 (Ceneration-skipping transfers--Tax i nposed--
Credit for tax paid to another state) and 1988 ¢ 64 s 5.

ESB 6096. SL p. 18
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NEW SECTI ON. Sec. 18. The repeal ed sections in section 17 of this
act do not affect any existing right acquired or Iliability or
obligation incurred under the statutes repealed or under any rule or
order adopted under those statutes nor do they affect any proceeding
instituted under them

Sec. 19. RCWS83.100.010 and 1988 c 64 s 1 are each anended to read
as follows:

This chapter may be cited as the "Estate and Transfer Tax Act ((ef
1988))."

NEW SECTION.  Sec. 20. This act applies prospectively only and not
retroactively. Sections 2 through 17 of this act apply only to estates
of decedents dying on or after the effective date of this section.

NEW SECTION. Sec. 21. If 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. 22. This act is necessary for the imredi ate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
i mredi ately.

Passed by the Senate April 19, 2005.

Passed by the House April 22, 2005.

Approved by the Governor May 17, 2005.

Filed in Ofice of Secretary of State May 17, 2005.

p. 19 ESB 6096. SL



	Section 1.
	Section 2.
	Section 3.
	Section 4.
	Section 5.
	Section 6.
	Section 7.
	Section 8.
	Section 9.
	Section 10.
	Section 11.
	Section 12.
	Section 13.
	Section 14.
	Section 15.
	Section 16.
	Section 17.
	Section 18.
	Section 19.
	Section 20.
	Section 21.
	Section 22.

