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ENGRCSSED HOUSE BI LL 1357

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

By Representatives Carlyle, Parker, Hunter, D ckerson, Roberts, and
Kenney; by request of Departnment of Revenue

Read first tinme 01/19/11. Referred to Conmmittee on Ways & Means.

AN ACT Relating to providing the departnment of revenue wth
additional flexibility to achieve operational efficiencies through the
expanded use of electronic neans to remt and report taxes; anending
RCW 82. 32. 085 and 82. 32. 090; reenacting and anendi ng RCW82. 32. 080; and
creating a new section.

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

Sec. 1. RCW82.32.080 and 2010 c¢ 111 s 304 and 2010 c¢ 106 s 226
are each reenacted and anended to read as foll ows:

(1) When authorized by the departnent, paynent of the tax may be
made by uncertified check wunder such rules as the departnent

prescribes, but, if a check so received is not paid by the bank on
which it is drawn, the taxpayer, by whom such check is tendered, wll
remain |iable for paynent of the tax and for all |egal penalties, the

sanme as if such check had not been tendered.

(2) (a) Except as otherw se provided in this subsection, paynent of
the tax nmust be nmade by electronic funds transfer, as defined in RCW
82. 32. 085( (—ifthe taxpayer—isrequiredtofileandremtits taxeson
a—renthlybasts)). As an alternative to electronic funds transfer, the
departnment may authorize other fornms of electronic paynent, such as
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paynent by credit card ((and—e-cheek)). Al taxes admnistered by this

chapter are subject to this requirenent, except ((t+hetaxes—authorized

by—ehapters—82-1H4A—82H4B— 822482 29A —and34-33—ROW—H—+s—the

. ¢ ¢ hi I . . I : : I

reported —on—the —departnent-s —conbined —exelse —tax —return—or—any

_ I I | . . . i
I : I " hor (i b I

Hposed—+n—REW-82-04-257 but—|for —whom-the—department—has—auwthorized—a

: : I e : I Ay e

espab#+shed—by—%u#e—e#—%he—depa#%ﬁenk—bﬁ%—#@%—mhen+%he—depa#%ﬁen%—has

beeane—e##ee%kve—en—eF—a¥%eF—JHFy—26——2999)) that the departnent nay

exclude any taxes not reported on the conbi ned excise tax return or any
successor return_from the electronic paynment requirenent in_this
subsecti on.

(b) The depart nent ((—fer—good—cause)) may waive the electronic
paynment requirenent in this subsection for any taxpayer or class of
t axpayers, for good cause or for whom the departnent has assigned a
reporting frequency that is less than quarterly. In the discretion of
the departnent, a waiver under this subsection may be nade tenporary or
permanent, and nmay be nade on the departnent's own notion.

(c) The departnent is authorized to accept paynent of taxes by
electronic funds transfer or other acceptable forns of electronic
paynment fromtaxpayers that are not subject to the mandatory el ectronic
paynment requirenents in this subsection.

(3)(a) Except as otherwi se provided in this subsection, returns
must be filed electronically using the departnment's online tax filing
service((, if the taxpayer is required to file and remt its taxes on
a nonthly basis. The mandatory electronic filing requirenent in this
subsection also applies to taxpayers who: (i) Are subject to the tax
Hposed—+n—REW-82-04-257 but—|for —whom-the—department—has—auwthorized—a
Lax—reporting—freguency—that—+s—tess—freguent—than—monty—or— -

espab#+shed—by—%u#e—e#—%he—depa#%ﬁenk—bﬁ%—#@%—mhen+%he—depa#%ﬁen%—has

becane —etHective—on—or—abter —Julby—26—— 2999)) or _other nethod_ of

electronic reporting as the departnment may aut hori ze.
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(b) The depart nent ((—fer—good—cause)) may waive the electronic
filing requirement in this subsection for any taxpayer or_ class of
t axpayers, for good cause or for whom the departnent has assigned a
reporting frequency that is less than quarterly. 1In the discretion of
the departnent, a waiver under this subsection may be nade tenporary or
permanent, and nmay be nade on the departnent's own notion.

(c) The departnent is authorized to allow electronic filing of
returns fromtaxpayers that are not subject to the mandatory el ectronic
filing requirements in this subsection.

(4)(a) (i) The departnent, for good cause shown, may extend the tine
for making and filing any return, and may grant such reasonable
additional time within which to make and file returns as it may deem
proper, but any permanent extension granting the taxpayer a reporting
date without penalty nore than ten days beyond the due date, and any
extension in excess of thirty days nust be conditional on deposit with
t he departnent of an anount to be determ ned by the departnent whichis
approximately equal to the estinmated tax liability for the reporting
period or periods for which the extension is granted. |In the case of
a permanent extension or a tenporary extension of nore than thirty days
the deposit nust be deposited within the state treasury with other tax
funds and a credit recorded to the taxpayer's account which may be
applied to taxpayer's liability upon cancellation of the pernanent
extensi on or upon reporting of the tax liability where an extension of
nmore than thirty days has been granted.

(1i1) The departnment nust review the requirenment for deposit at
| east annually and may require a change in the anmount of the deposit
required when it believes that such anbunt does not approxi mate the tax
liability for the reporting period or periods for which the extension
is granted.

(b) During a state of energency declared under RCW 43. 06.010(12),
the departnent, on its own notion or at the request of any taxpayer
af fected by the energency, may extend the tinme for nmaking or filing any
return as the departnent deens proper. The departnent nmay not require
any deposit as a condition for granting an extension under this
subsection (4)(b).

(5) The departnment nust keep full and accurate records of all funds
received and disbursed by it. Subject to the provisions of RCW
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82.32.105 and 82.32. 350, the departnent nust apply the paynent of the
t axpayer first against penalties and interest, and then upon the tax,
w thout regard to any direction of the taxpayer.

(6) The departnment may refuse to accept any return that is not
acconpani ed by a remttance of the tax shown to be due thereon or that
is not filed electronically as required in this section. Wen such
return is not accepted, the taxpayer is deened to have failed or
refused to file a return and is subject to the procedures provided in
RCW 82.32.100 and to the penalties provided in RCW 82.32.090. The
above authority to refuse to accept a return may not apply when a
return is tinely filed electronically and a tinely paynent has been
made by electronic funds transfer or other form of electronic paynent
as authorized by the departnent.

(7) Except for returns and remttances required to be transmtted
to the departnent electronically under this section and except as
otherwise provided in this chapter, a return or remttance that is

transmtted to the departnent by United States mail is deenmed filed or
recei ved on the date shown by the post office cancellation mark stanped
upon the envelope containing it. A return or remttance that is

transmtted to the departnment electronically is deened filed or
recei ved according to procedures set forth by the departnent.

(8)(a) For purposes of subsections (2) and (3) of this section
"good cause" neans the inability of a taxpayer to conply with the
requi renents of subsection (2) or (3) of this section because:

(1) The taxpayer does not have the equi pnment or software necessary
to enable the taxpayer to conply wth subsection (2) or (3) of this
section;

(11) The equi pment or software necessary to enable the taxpayer to
conply with subsection (2) or (3) of this section is not functioning
properly;

(ii1) The taxpayer does not have access to the internet using the
t axpayer's own equi pnent;

(1v) The taxpayer does not have a bank account or a credit card;

(v) The taxpayer's bank is unable to send or receive electronic
funds transfer transactions; or

(vi) Sonme other circunstance or condition exists that, in the
departnent's judgnment, prevents the taxpayer from conplying with the
requi renents of subsection (2) or (3) of this section.

EHB 1357. SL p. 4
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(b) "Good cause" also includes any circunstance that, in the
departnent's j udgnent supports t he ef ficient or ef fective
admnistration of the tax laws of this state, including providing
relief fromthe requirenments of subsection (2) or (3) of this section
to any taxpayer that is voluntarily collecting and remtting this
state's sales or use taxes on sales to Washi ngton custoners but has no
| egal requirement to be registered wwth the departnent.

Sec. 2. RCW82.32.085 and 2009 ¢ 176 s 3 are each anended to read
as follows:

(1) "Electronic funds transfer"” nmeans any transfer of funds, other
than a transaction originated or acconplished by conventional check,
drafts, or simlar paper instrunent, which is initiated through an
electronic termnal, telephonic instrunment, or conputer or nagnetic
tape so as to order, instruct, or authorize a financial institution to
debit or credit ((an)) a_ checking__or _other deposit account.
"Electronic funds transfer" includes paynents nade by el ectronic check
(e-check) .

(2)(a) ((Bxecept—as—provided—in—{b}—ol—thtssubsectton—the)) An
el ectronic funds transfer ((+s—te)) using the autonated cl earinghouse
credit nmethod nust be conpleted so that the state receives collectible
funds on or before the next banking day foll ow ng the due date.

(b) A remttance nmde using the automated clearinghouse debit
method or _any_ other nethod of electronic_paynent authorized by the
departnment will be deened to be received on the due date if the
el ectronic funds transfer or other electronic paynent is initiated on
or before 11:59 p.m pacific tine on the due date with an effective
paynment date on or before the next banking day foll ow ng the due date.

(3) The departnent nust adopt rules necessary to inplenent the
provi sions of RCW82.32.080 and this section. The rules nust include
but are not Iimted to: (a) Coordinating the filing of tax returns
with paynment by electronic funds transfer or other form of electronic
paynment as authorized by the departnent; (b) form and content of
electronic funds transfer; (c) voluntary use of electronic funds
transfer wth perm ssion of the departnent for those taxpayers that are
not subject to the mandatory electronic paynent requirenent in RCW
82.32.080; (d) use of comonly accepted neans of electronic funds

p. 5 EHB 1357. SL



©O© 00 N O Ol bW

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
36
37

transfer; (e) neans of crediting and recording proof of paynent; and
(f) nmeans of correcting errors in transm ssion.

Sec. 3. RCW 82.32.090 and 2010 1st sp.s. ¢ 23 s 203 are each
anmended to read as foll ows:

(1) If paynent of any tax due on a return to be filed by a taxpayer
is not received by the departnent of revenue by the due date, there is
assessed a penalty of five percent of the anmount of the tax; and if the
tax is not received on or before the last day of the nonth follow ng
the due date, there is assessed a total penalty of fifteen percent of
t he ampbunt of the tax under this subsection; and if the tax is not
received on or before the last day of the second nonth follow ng the
due date, there is assessed a total penalty of twenty-five percent of
the anmpunt of the tax under this subsection. No penalty so added
((shalt)) nmay be less than five dollars.

(2) If the departnent of revenue determ nes that any tax has been
substantially underpaid, there is assessed a penalty of five percent of
the amount of the tax determned by the departnent to be due. | f
paynment of any tax determned by the departnment to be due is not
recei ved by the departnment by the due date specified in the notice, or
any extension thereof, there is assessed a total penalty of fifteen
percent of the anmount of the tax under this subsection; and if paynent
of any tax determ ned by the departnent to be due is not received on or
before the thirtieth day follow ng the due date specified in the notice
of tax due, or any extension thereof, there is assessed a total penalty
of twenty-five percent of the amobunt of the tax under this subsection.
No penalty so added may be less than five dollars. As used in this
section, "substantially underpaid" neans that the taxpayer has paid
|l ess than eighty percent of the anmpunt of tax determned by the
departnent to be due for all of the types of taxes included in, and for
the entire period of tine covered by, the departnent’'s exam nation, and
t he anbunt of underpaynent is at | east one thousand doll ars.

(3) If a warrant is issued by the departnent of revenue for the
col l ection of taxes, increases, and penalties, there is added thereto
a penalty of ten percent of the anpunt of the tax, but not |ess than
ten doll ars.

(4) If the departnment finds that a person has engaged in any
busi ness or perforned any act upon which a tax is inposed under this

EHB 1357. SL p. 6
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title and that person has not obtained from the departnent a
registration certificate as required by RCW 82.32.030, the departnent
must inpose a penalty of five percent of the anpbunt of tax due from
that person for the period that the person was not registered as
requi red by RCW 82.32.030. The departnent may not inpose the penalty
under this subsection (4) if a person who has engaged in business
taxabl e under this title wthout first having regi stered as required by
RCW 82. 32. 030, prior to any notification by the departnment of the need
to register, obtains a registration certificate fromthe departnent.

(5) If the departnent finds that ((aH—er—anypart—oef—adetietreney
resutedfrom-the—disregard—of)) a taxpayer has disregarded specific
witten instructions as to reporting or tax liabilities, or wllfully
disregarded the requirenent to file returns or remt paynment
electronically, as provided by RCW82.32.080, the departnent nust add
a penalty of ten percent of the anmount of the tax that should have been
reported and/or paid electronically or the additional tax found due if
there is a_ deficiency because of the failure to follow the
instructions. A taxpayer disregards specific witten instructions when
the departnment has inforned the taxpayer in witing of the taxpayer's
tax obligations and the taxpayer fails to act in accordance with those
instructions unless, in the case of a deficiency, the departnent has
not issued final instructions because the matter is under appeal
pursuant to this chapter or departnental regulations. The departnment
may not assess the penalty under this section upon any taxpayer who has
made a good faith effort to conply wth the specific witten
instructions provided by the departnent to that taxpayer. A taxpayer
will be considered to have nmade a good faith effort to conply wth
specific witten instructions to file returns and/or renmt taxes

electronically only if the taxpayer can show good cause, as defined in
RCW 82.32.080, for the failure to conply with such instructions. A
taxpayer wWll be considered to have wllfully disregarded the
requirenent to file returns _or remt_ paynent electronically if_ the
departnment has nmiled or otherwise delivered the specific witten
instructions to_the taxpayer on_at |east two_occasions. Specific
witten instructions may be given as a part of a tax assessnent, audit,
determ nati on, ((eF)) cl osi ng agr eenent, or _ other — witten
communi cation, provided that such specific witten instructions apply
only to the taxpayer addressed or referenced on such ((deecurents))

p. 7 EHB 1357. SL
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communi cation. Any specific witten instructions by the departnent
must be clearly identified as such and nust informthe taxpayer that
failure to follow the instructions may subject the taxpayer to the
penal ties inposed by this subsection. I[f the departnent determ nes
that it is_ necessary to_ provide_ specificwitten instructions to_ a
t axpayer that does not conply with the requirenent to file returns or
remt paynent electronically as provided in RCW 82.32. 080, the specific
witten instructions nust provide the taxpayer with a mninumof forty-

five days to cone into conpliance with its electronic filing and/or
paynent obligations before the departnent nay inpose the penalty
authorized in this subsection.

(6) If the departnment finds that all or any part of a deficiency
resulted from engaging in a disregarded transaction, as described in
RCW 82. 32. 655(3), the departnment nust assess a penalty of thirty-five
percent of the additional tax found to be due as a result of engaging
in a transaction disregarded by the departnment under RCWS82. 32. 655(2).
The penalty provided in this subsection nay be assessed together with
any ot her applicable penalties provided in this section on the sane tax
found to be due, except for the evasion penalty provided in subsection
(7) of this section. The departnment may not assess the penalty under
this subsection if, before the departnent discovers the taxpayer's use
of a transaction described under RCW 82.32.655(3), the taxpayer
discloses its participation in the transaction to the departnent.

(7) I'f the departnent finds that all or any part of the deficiency
resulted froman intent to evade the tax payabl e hereunder, a further
penalty of fifty percent of the additional tax found to be due nust be
added.

(8) The penalties inposed under subsections (1) through (4) of this
section can each be inposed on the sane tax found to be due. This
subsection does not prohibit or restrict the application of other
penal ti es authorized by | aw.

(9) The departnment nmay not inpose the evasion penalty in
conbination wth the penalty for disregarding specific witten
instructions or the penalty provided in subsection (6) of this section
on the sanme tax found to be due.

(10) For the purposes of this section, "return" neans any docunent
a person is required by the state of Washington to file to satisfy or

EHB 1357. SL p. 8
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establish a tax or fee obligation that is adm nistered or coll ected by
the departnent, and that has a statutorily defined due date.

NEW SECTION. Sec. 4. This act applies only to tax returns and
paynments originally due after the effective date of this section,

including tax returns and paynents for tax liabilities incurred before
the effective date of this section and originally due after the

effective date of this section.

Passed by the House March 7, 2011.

Passed by the Senate March 23, 2011.

Approved by the Governor April 11, 2011.

Filed in Ofice of Secretary of State April 11, 2011.
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