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SENATE BILL 6346

State of Washington 69th Legislature 2026 Regular Session

By Senators Pedersen, Chapman, Frame, Bateman, Orwall, Slatter,
Alvarado, Hunt, Lovelett, Riccelli, Shewmake, Valdez, Wellman,
Hasegawa, Robinson, Lovick, Conway, Trudeau, Cleveland, Kauffman,
Wilson, C., Dhingra, Stanford, Nobles, Saldafia, and Salomon

Filed 02/02/26. Read first time 02/03/26. Referred to Committee on
Ways & Means.

AN ACT Relating to investing in Washington families and
businesses to fund K-12 education, health care, higher education,
other essential governmental services, and the working families' tax
eredit, and to reduce certain sales and use taxes and certain
business and occupation taxes by establishing a tax on millionaires;
amending RCW 82.32.050, 82.32.060, 82.32.090, 2.10.180, 2.12.090,
6.15.020, 41.24.240, 41.32.052, 41.34.080, 41.35.100, 41.40.052,
41.44.240, 41.26.053, 43.43.310, 82.08.0206, '82.04.4451, 82.32.045,
82.04.288, and 1.90.100; amending 2023 ¢ 456 s 3 (uncodified); adding
a new section to chapter 82.08 RCW; adding a new section to chapter
82.12 RCW; adding a new Title to the Revised Code of Washincton to be
codified as Title 82A RCW; <creating new sections; prescribing
penalties; providing an effective date; and providing an expiration
date.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

NEW SECTION. Sec. 1. INTENT. (1) The legislature finds that the
state, through the state's general fund, invests in K-12 education,
health care, higher education, other essential goveramental services,
and the working families' tax credit, all Qf wnich help

Washingtonians succeed and thrive.

Code Rev/CL:eab i S-3846.8/26 8th draft
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(2} These general fund dellars help the state meat its paramount
duty to make ample provision for the education of all children in the
state, including children who qualify for special education services,
creating the opportunity for each child to succeed 1in school and
achieve success in life.

{3} The general fund supports health care programs that deliver
critical, life-saving medical care, provide support for those with
developmental and other disabilities, offers long-term care for the
elderly, and protects the long-term health and well-being of the
public.

(4} Further, the general fund tnvests 4in higher education,
ineluding twe and four-year colleges, apprenticeships, and other
postsecondary education and training programs, ensuring Washington
etudents remain competitive in the workforce and broader economy.

(5) The general fund also invests in human services that provide
vital basic-needs assistance to the state'’s leweat-income households
and educate tha youngest lesarnersa,

(6) Therafore, the intent of this act is to maintain and preserve
esgential governmental services for Washingtonians, parcicularly
within K=-12 education, health care, nigher education, and human
services, and support working families by ensuring continued
investment in the working families' tax eredit by depositing revenues
from this act into the general fund.

{7} The lagislature further recognizes that reforming our tax
coda to be common sense, balanced, and systainable is essential to
the long=-term economic SUCCess of Washington. The Washington tax
structure, developed during the Great Depression, relies heavily on
eaxcise and consumption taxes, with consequences for equity, adsguacy,
and long-term fiscal stability that persist today. The legislature
recognizes that more progress is needed for the state to have a fair
and balanced tax system that can provide gustainable, ample funding
for K-12 education, health care, higher education, human services,
and other essential governmental services. Washington's tax system
comaine the sesand most regressive in the nation as it asks those
with the least to pay the mest as a percentage of thelr income. Low-
income Washingtonians pay at least three times more in state and
local taxes as a percentage of their income than the state's highest
income households.

{§) Further, due to the artion of the federal government through
the passage of HR 1, Washington's highest-inceme households are set

Coda Rev/CL:sab 2 S-3846.8/26 8th draft
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+o receive an average federal tax break of 590,850 while Washington's
lowest-income households are set to receive a mere 5200. These tax
breaks were largely funded through cuts to federal funding in health
care and food security programs, negatively impacting Washington's
working families.

(9 Thus, the legislature intends to limit the tax established by
this act to only individuals with annual adjusted gross income of
51,000,000 or more., Washingtonians with an annual adjusted gross
inceme of less than 51,000,000 will not owe this tax. As a result,
the milliopaires' tax is estimated to affect only the wealthiest one-
half of one percent of the households in this state, taking a
significant step toward reducing the disproportionate reliance on
working pecple to fund K-=12 education, health care, higher education,
human services, the working families' tax credit, and other essential
governmental services to benefit Washingtonians.

(10} The legislature further intends to exempt certain sources of
income from the tax including, but not limited to, the sale of
gualified family owned small businesses and the sale of all
residential and other real property.

{11) It is also the intent of the legislature to rebalance the
tax system by reducing taxes ON Cconsumers and businesses through
small business and other business and occupation tax credits, as well
as by exempting from the retail sales tax essantial household items
such as personal care products.

(12) Thus, to help mesat the state's paramount duty of amply
providing every child in the state with an education and supporting
the health and well-being of Washingtonians, it is the intent of the
legislature, by adopting this act, insofar as possible, to:

{a) Impose a tax on those individuals with the greatest ability
te pay, specifically those earning Washington adjusted gross income
during the taxable year of at least §1,000,000;

(k) Make the Washington millionaires' tax law identical in effect
te the provisions of the internal revenue code relating to the
mansuramant of adjusted gross income of individuals, modified a&as
necessary to achieve the goals and purpcse of this act;

(e} Achieve this result by the application of the various
provisions of the internal revenue code relating to the definition of
income, axemptions and exclusions therefrom, accounting methods,
basis, depreciation, and sther pertinent provisions, subject to
additional exemptions and modifications as provided in this act,
Code Rev/CL:eab 3 §-3846.8/26 Bth draft
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resulting in a f£final amount called "Washington adjusted taxable
income™; and

[d) Impose a tax on residents of this state measured by
Washington adjusted taxable Iincome wheraver derived and to impose a
tax on nonresidents measurad by Washington adjusted taxable income
frem scources within this stata.

BART I
DEFINITIONS

NEW SECTION. Sec. 101. DEFINITIONS. The definitions in this
section apply throughout this chapter unless the context clearly
requires otherwise.

(1) "Capital asset" has the same meaning as provided in chapter
B2.87 RCW.

(2) "Department” means the department of revenue of the state of
Washington.

[3) "Federal adjusted gross income™ means adjusted gross income
as determined under section 62 of the internal revenue code.

(4} "Individual™ means a natural person.

{5} "Internal revenue code" means the United States internal
ravenue code of 1986, as amended and in effect on January 1, 2026, or
such subsegquent date as the department may provide by rule consistent
with the purpose of this chapter.

(6) "Long-term capital asset,” "long-temm capital gain," and
vlong-term capital loss" have the same meanings as provided in
chapter 82.87 RCW.

{7} "Pass-through entity" means a disregarded entity for federal
tax purposes, such as a partnership, limited liability company, or 3
corporation.

{8) (a) "Resident" means an individual:

(i} Who is domiciled in this state during the taxable year,
unless the individual (A) maintained no permanent place of abode in
this state during the entire taxable year, (B) maintained a permanent
place ¢of abode outside of this state during the entire taxable year,
and (C) spent in the aggregate ROt more than 30 days of the taxable
yvaar in this state; or

(ii} Who is not domiciled in +his state during the taxable year,
but maintained a place of abode and was physically present in this
state for more than 183 days during the taxable Year.

Coda Rev/CL:eab 4 58-3846.8/268 8th draft
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(b} For purposes of this subsection, "day" means a calendar day
or any portien of a calendar day.

(¢} An individual whe is a resident under (a) of this subsection
is a resident for that portion of & taxable year in which the
individual was domiciled in this state or maintained a place of abode
in this state.

{9} "Taxable year" means the taxpayer's taxable year as defined
under sectieon 7701(a) (23) of the internal revenue code.

(10} "Taxpayer® means an individual raceiving income subject to
tax under this chapter.

{11} "Washington base income" means federal adjusted gross income
as modified under sections 302 through 306 and 401 through 406 of
this act.

(12} "Washington taxable income"” means Washington base income as
further modified by sections 307 through 309 of this act.

MEW SECTION. Sec. 102. UNDEFINED TERMS—CONFORMITY WITH FEDERAL
INTERMAL REVENUE CODE, Any term used in this chapter has the same
meaning as when used in a comparable context in the internal revenue
code, unless a different meaning is clearly required or the term 1s
gpecifically defined in this chapter.

FART 1II
DETERMINATION OF TAX

NEW SECTION, Sec. 201. TAX IMFOSED—RATES. (1) Beginning January
1, 2028, =a tax is imposed on the receipt of Washington taxable
income. Only individuals are subject to payment of the tax, which
eguals 9.30 percent multiplied by an individual's Washington taxable
income .

t2}y If an individual's Washington taxable income is less than
sern for a taxable year, no tax is due under this gection and no
amount is allowed as a carryover for use in the calculation of that
individual's Washington taxable income, for any taxable year. To the
extent that a loss carryforward is included in an 4individual's
adjusted gross income and the loss carryforward is derived from or
connected with sources in this state, the loss carryforward is
included in the calculation of that individual's Washington taxable

income.

Cade Rev/CL:eab 5 5-3846.8/26 Bth draft




£ o 0 -0 o LA B La Bkd

(=]

b
bt

mwuwmuwwummmmuulummml—llua-l--l-—'-r—-l-|-r|-—-
mdmm#uMHﬂmmJmmthHammqmm-hmm

NEW SECTION, See. 202. DISTRIBUTICN OF TAX REVENUES. (1) Taxes
sollected under this chapter must be deposited as follows:

(a) Five percent to the county public defense funding
stabilization account craated in section 711 of this act; and

(b} The remainder to the state general fund to fund the sales and
naa tax relief in secticns 903 and 904 of this act, the working
families' tax credit program, including its expansion in section 201
of this act, and the business and occupation tax ralief in sections
805 and 906 of this act.

{(Z) All interest and penalties collected under this chapter must
be deposited in the state general fund.

NEW SECTION. Sec. 203. CREDIT FOR INCOME TAXES DUE ANOTHER
JURISDICTION. (1) A resident individual is allowed a credit against
the tax imposed under this chapter for the amount of any income tax
paid to another state, oOr political subdivision of tha state, on
income taxed under this chapter, subject to the following conditions,
which must be imposed separately with respect to each taxing
jurisdiction:

(ay The credit is allowed only for taxes paid to the other
jurisdiction on net income from Sources within that jurisdiction that
is included in the individual's Washington base incoma; and

(b} The amount of the credit may not exceed Che smaller of:

{{) The amount of tax paid to the pther juriadicticon on net
income from sources within the other jurisdictionj or

(ii) The amount of tax due under this chapter before application
of cradita allowable by this chapter, multiplied by a fraction. The
numerator of the fraction is the amount of the taxpayer's federal
adjusted gross income subject to tax 1in the other jurisdiction. The
denominator of the fraction is the taxpayer's total Washington base
income. The fraction may never be gresater than one.

{2) If, instead of a credit gimilar to the credit allowed under
subsection {1) of this section, the laws of the other taxing
jurisdictien contain a provision exempting a resident of this state
from liability for the payment of income taxes on income earned for
persenal services performed in such jurisdiction, then the department
may enter inte a reciprocal agresment with such Jjurisdicticon
providing & similar tax axemption on income earned for personal
services performed in this state.

Ccoada Fev/CL:eab & c—3A46. 8726 Bth draft
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MEW SECTION. Sec. 204. CREDIT FOR BUSINESS AND OCCUPATION AND
PUBLIC UTILITY TAXES. (1) Beginning in tax year 2028 with taxes due
in 2029, to avoid taxing the same Washington taxable inccme under the
business and occupation tax or public utility tax and the tax imposed
under this chapter, a nonrefundable credit is allowed against taxes
due urder this chapter on 1lncome that is also subject to the tax
imposed under chapter 82.04 or B2.16 RCW. The credit is egqual to the
amount of tax paid under chapter B2.04 or B82.16 RCW for Aincome
included in both the calculation of the tax paid under chapter 8Z.04%
or B2.16 RCW and the tax imposed under this chapter.

(2} The credit under this section is earned in regard to income
reportable for federal income tax purposes and may be claimed against
taxes due under this chapter, for the tax reporting period in which
the income is reportable for federal income tax purposes. The credit
claimed for a tax reporting pericd may not exceed the tax otherwlse
due under this chapter for that tax reporting periocd. Unused credit
may not be carried forward or packward to another tax reporting
period. No refunds may be granted for wnused gredit under this
gection.

MEW SECTION. See. 205. CREDIT FOR WASHINGTON CAPITAL GARINS
TAXES. Beginning in tax year 2028 with taxes due in 2029, a
nonrefundable credit is allowed against taxes due under this chapter
far the amount of tax imposed on Washington capital gains for the
same tax year. "Washington capital gains” has the same meaning as
provided in RCW 82.87.020.

NEW SECTION. Sec. 206. CREDIT FOR PASS-THROUGH ENTITY TAX
FRYMENTS. Beginning in tax year 2028 for taxes due in 2029, a credit
is allowed against taxes due under this chapter for the amount of the
tax expense incurred by a pass-through entity under secticon 502 of
thig act attributable to the owner as provided in section §02(3) of
this act. For a resident, the credit under this section must be
reduced by thae amount of any credit claimed under saction 203 of this
act based on the same Washington taxable income.

HEW SECTION., &ao. 207. CARRYFORWARDS AND CARRYBACKS. The amount

af tax credits received by any taxpayer pnder sections 203 through
206 of this act may not exceed the ratal amount of tax due for that

Code Rav/CL:aab T S=%845.8/26 Bth draft
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reporting period, and no carryback or parryforward of any unused
excess credits is allowed.

BFART III
ADJUSTED GROSS INCOME MODIFICATIONS

MEH SECTIQOM, See. 301. INTRODUCTORY. In computing Washington
base income for a taxable year, modifications must be made to tha
caxpayer's federal adjusted gross income as reguired under sections
302 through 306 and 401 through 406 of this act, wunless the
modification has the effect of duplicating an 1tem of income or
deduction.

MEW _SECTION, Sec. 302, LONG-TERM CAPITAL GAINS AKD LOSSES. (1}
in computing a taxpayer's Washington base income, the taxpayer must
deduct from the taxpaver's federal adjusted gross income any long-
term capital gains that have been included in computing federal
adjusted gross income.

(2) In cemputing a taxpayer's Washington base income, & Laxpayer
must add to the taxpayer's federal adjusted gross income any long-
term capital losses that have been included in computing federal
adjusted gross income.

(3 After making the modifications required under subsections (1)
and {2) of this section, in computing a taxpayer's Washington base
income, a taxpayer must add to the taxpayer's federal adjusted gross
income the amsunt of Washington capital gains subjeckt to tax under
chapter B2.87 RCW for the same taxable year, plus the amounts
deduated under RCW 82.87.060 (1) and (4). This subsection (3) applies
only to taxpayers owing tax under chapter B2.87 RCW for that taxable
year. "Washington capital gains" has the same meaning as provided in
RCW 82.87.020.

HEW SECTION, Sec. 303. STATE AND LOCAL OBLIGATICN3. In
computing a taxpayer's Washington base income, the taxpayer must add
o the taxpayer's federal adjusted gross income any income that has
baen excluded under sectien 103 of the internal revenue code in
computing federal adjusted gross income, except interest on
cbligations of the state of Wwashington or political subdivisions of
the state of Washington.

Cada Rev/CL:eab B o-3846.8/26 Brh draft
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NEW SECTION. Sec. 304. STATE AND LOCAL TNCOME TAXES—BUSTHESS
AND OCCUPATION AND PUBLIC UTILITY TAXES. In computing a taxpayer's
Wwashington base income, the taxpayer must add to the taxpayer's
federal adjusted gross income!

(1) Taxes on or measured by net income which have heen deducted
under the internal revenue code in computing federal adjusted gross
income;

(2} The amount of taxes paid or acerued which have been deducted
for federal purposes, but for which either a business and occupation
rax credit or public utility tax credit, or both, is allowed.

HEW SECTION, Sec. 305. CARRYOVERS. In computing a taxpayer's
Washington base income, Gthe TCaxpayer must add to the taxpayer's
faderal adjusted gross income, any amounts that have besen deducted in
computing federal adjusted gross income to the extent the amounts
have been carried over from taxable years ending before the effective
date of this section.

MEW SECTION. Sec. 306. FEDERAL OBLIGATICNS. In computing a
taxpayer's Washington base income, the taxpayer must deduct, to the
extent included, from the taxpayer's federal adjusted gress income,
any income derived from obligations of the United States that this
state is prohibited by federal law from subjecting te a net income
tax. However, the amount deducted under this gection must be reduced
by any expense, including amortizable bend premiums, incurred in the
production of such income to the extent the expernse has been deducted
in caleulating federal adjusted gross income.

NEW SECTION., Seec. 307. CHARITABLE CORTRIBUTIOKS. In determining
a taxpayer's Washington taxable income, the taxpayer may deduct from
their Washington base inceme the amount of charitable contributions
they claimed for the taxable year under section 170 of the internal
revenue code, up to a maximum deduction of 550,000 per individual, or
in &the ecase of spouses or domestic partners, thelr combined
charitable deduction is limited to £50,000, regardless aof whether
they file joint or separate returns.

NEW SECTION. Ses. 308. PASS-THROUGH ENTITY TAX BAYMENTS. In
computing a caxpayer's Washington taxable income, the taxpayer must
add to the taxpayer's Washington base income the taxpayer's
Code Rev/CL:eab 9 8-3846.8/26 Bth draft
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distributive share of the tax expense incurred by a pass-through
entity under section 502 of this act to the extent the expense has
heen deducted in calculating the taxpayer's federal adjusted gross
income .

HEW SECTION, ©Sec. 309. ONE MILLION DOLLAR STANDARD DEDUCTION.
In computing a taxpayer's Washington taxable income, a taxpayer may
deduct from the taxpayer's Washingten base income a standard
deduction of 51,000,000 per individual, or in the case of spouses or
domestic partners, their combined standard deduction is limited to
§1,000,000, regardless of whether they file 3joint or separate
returns. The amount of the standard deduction must be annually
adjusted pursuant to section 311 of this act. The standard deduction
must be adiusted for nonresldents as provided in section 310 of this

act.

NEW ___SECTION, Sec. 310. ADJUSTMERT OF DEDUCTIONS FOR
NONRESIDENTS. The deduction from Washington base income allowed under
section 309 of this act for individual taxpayers who are not
residents of this state for the entire taxable year must be reduced
by multiplying the amount of +he deduction by a fraction. The
numerator of the fraction is the individual's Washington base income.
The denominator of the fraction is the individual's federal adjusted
gross income frem all sources. The fraction may never be greater than
ona.

MEW SECTION. Sec. 311. INDEX FOR INFLATION. (1} Beginning
October 2029 and each October thereafter, the department must adjust
rhe standard deduction under section 305 of this ast by multiplying
rhe current standard deduction amount by one plus the percentage by
which the most current consumer price index available on October lst
of the current year exceeds the consumer price index for the prior
12-month pericd, and rounding the result to the nearest 51,000. If an
adjustment undar this subsection (1) would reduce the standard
deduction amount, the department must not adjust the amounts for use
in the following year. The department must publish the adjusted
standard deduction amount on its public webhsite by October 3lsc of
each year. The adjusted srandard deduction amount calculated under
this subsection (1) takes affect for taxes due in the following
calandar year.

Code Rev/CL:eab 10 g-3846.8/26 Bth draft
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{2) For purposes of this section, the following definitions
apply:

{a) "Consumer price index"™ means the consumer price index for all
urban consumers, all items, for the Seattle area as calculated by the
United States bureau of labor statistics or its successor agency.

(b) "Seattle area” means the gecgraphic area sample that includes
seattle and surrounding areas.

PART IV
DIVISION OF INCOME

MEW SECTION, Sec. 401. ALLOCATION AND APPORTIONMENT OF INCOME.
{1} For resident individuals, all jncome must be allocated to this
state.

(2) For nonresident individuals, income derived from sources
within this state must be allocated to this state. Income derived
from sources within this state means:

{a}) Wages and other compensation from employment within this
state as provided in section 403 of this act;

k) compensation attributable to professional acthletics as
orovided in section 404 of this act:

{c} Income of & nonresident student athlete derived from the
commercial use of the student athlate's name, imaga, or likeness as
provided in section 407 of this ack;

td) Amounts attributable teo any pbusiness, trade, profession, or
gccupation carried on within this state to the extent determined
under section 405 of this act;

{e} The individual's distributive share of income from a pasa-
through entity operating within this state as provided in section 402
of this act;

{f} Rents, gains, and other amounts attributable to the ownership
or disposition of any interest in real or tangible personal property
in this state; and

{g) Tneams fram intangible personal proparty. including
annuities, dividends, interest, and gains from the disposition of
intangible perscnal propecty, =o the extent that the intangible
perspnal property was employed in a business, trade, profession, oOr
ocoupation carried on within this state.

{3) Deductible expensas, capital losses, and net gparating losses
af a nonresident are based solely on income, gains, losses, and
Coda Rev/CL:eab 11 §-3846.8/26 Bth draft
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deductible expenses derived from or connected with sources in this
state but are otherwise determined 4in the same manner as the
correspoending federal deductions except as provided in this chapter.

(4) Compensation paid by the United States for service in the
armed forces of the United States performed in this state by a
nonresident does not constitute income derived from sources within
this state.

MEW SECTION.  See. 402. PASS-THROUGH ENTITIES—DISTRIBUTIVE
SHARE. (1) Income derived from scurces within this state include an
apportioned share of the individual's distributive share of income,
gains, losses, and deductlons from pass—-through entities that operate
in the state, as provided in subsection {2} of this section.

{2} The tax due under this chapter for partnars, members, O
shareholders of a pass-through entity are computed by including & pro
rata share of the Washington base income and the credits allowed
under sectiens 203 through 205 of this act, if the modification or
craedit relates to the income of the pass-through entity. Each
member's, Ppartner's, ar shareholder's pro rata share of a
modification or credit is the amount of modification or credit
multiplied by a fraction. The numerator of the £fraction 13 the
memher's, partner's, or shareholder's distributive share of pass-
through income. The denominator of the fraction is the total income
of the pass-through entity. The fraction may never be greater than
one.

{3} The following definitions apply throughout this section.

(a) "pass-through income"  includes  both distributed and
undistributed federal taxable income of the pass-through entity.

{b}] "Pro rata share"” means pro rata share as reflected on the
member's, partner's, or shareholder's federal schedule K-1 form.

MEW SECTION, Sec. 403, GENERAL RULE FOR ALLOCATING NONRESIDENT
INCOME DERIVED FROM COMPENSATION TO WASHINGTON. (1) Unless provided
stherwise im this chapter. a nonresident individual is subject to tax
on the portion of federal adjusted gross income derived from
employment within the state of Washington, regardless of the location
of the commercial domicile of the employer.

(2) Compensation for services performed by a nonresident as part
of their employment must be allocated to this state to the extent
such services are rendered within the state. If services are
Code Rev/CL:eab 12 5—-3846.8/26 Bth draft
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performed both within and outside the state, the compensation must be
apportioned based on the ratic of days worked in the state to total
days worked, or by another reasonable method approved by the
department.

{3} For the purpose of this section, the following definiticns
apply:

{a) "Compensation" mesns wages, salaries, commissions, and any
other form of remuneration paid to employeses for personal services.

{b} T"Employer" means any individual or type of organization,
including any parcnecship, association, trust, estate, Jjoint stock
company, insurance company, limited liabilicy Company, or
eorporation, whether domestic or foreign, or the receiver, trustes in
bankruptey, trustee, or the legal representative of a deceased
person, having any person in employment or, having become an
employer, has not ceased to be an employer as provided in this
chapter.

{c) "Employment" means personal sarvice, of whatever nature, as
known to the common law or any other legal relationshio performed for
an employer by an individual for compensation or under any contract
calling for the performance of personal services, written or oral,
express or implied, where the employar is subject te tax under RCW
50.24.010 on any portion of compensation paid by the amployer to the
individual for the performance of the personal services.

NEW SECTION, Sec. 404.  APPORTIONING INCOME FOR MOMRESIDENMT
MEMBERS OF A PROFESSIONAL ATHLETIC TEAM. {1} Feor nonresident members
af a professional athletic team, the portioen of compensation
attributable to athletic performances in the state must be
apportioned to Washington as provided under this section.

(2} (a) The portion of the cowpensation of a member of a
professicnal athletlic team apportioned to Washington is that porticn
of compensation received for the tax year that Dears the same ratioc
to total compensation received for the tax year as the number of duty
days within this state bears to the total numbar of duty days spent
both within and outside this state during the Lax year.

(k) Wotwithstanding the description of the portion of
compensation subject tTo apportionment to the state of Washington
under this subsection, the department may provida by rule alternative
methodologies for determining the portion of compensation subject to

Code Rew/CL:eab 13 c-1846.8/26 Bth draft
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apportionment to the state of Washington that the department
determines to be fair and eguitable.

(3] {a) A persen who transacts business in the state of Washington
and who pays wages, salary, bonuses, or other taxable income to a
member of a professional athletic team, must submit a report to the
department each year indicating any member of a professicnal athletic
team who may be reasonably assumed to owe tax under this chapter for
the calendar year.

{b} The report reguired under (a) of this subsection ({3) must
include:

(i) The total amount of compensation paid during the year to the
members of the professional athletic team for which the report is
being made;

{ii}) A rester of the members of the professional athletic team
for which the report is being made who were members at any ime
during the year, that lists for each member:

(A} A taxpayer identification number;

(B) Compensation paid to the member; and

(C) The number of duty days in this state and the total number of
duty days for the year; and

tiii} Any other information the department may reguire by rule.

(c} The report must be filed with the department -on or before
April 15th following the year for which the report is being made or
at another time as the department may require by rule.

(4) The definitions in this subsection apply throughout this
section unless the context clearly reguires otherwisa.

{a) "Compensation” means wages, salaries, bonuses, and any other
income ineluded with federal adjusted gross income and paid to a
member of a professional athletic team.

(b} "Duty days” means the days during the tax year from the
beginning of the official preseason training pericd of a professional
athletic team through the last game in which the professicnal
athletic team competes or is scheduled to competre during the tax
YRaE .

(e} "Member of a professional athletic team”™ means a nonreslident
athlete or other individual rendering service to a professional
athletic team if the total compensation of the athlete or other
individual exceeds 51,000,000 in a tax year.

Code Rewv/CL:eab 14 c=3846.8/26 Bth draft
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NEW SECTION,  Sec. 405. GEMERAL RULE FOR APPORTIONING AND
ALLOCATING NONRESIDENT INCOME FROM BUSINESS ACTIVITY CONDUCTED IN THE
STATE. (1) The portion of federal adjusted gross income of a
nonresident derived from or connected with a business, trade, or
profession carried on in this state, ineluding any distributive share
of a pass-through entity of & business, trade, or profession :arriad
on in this state, must be apportioned and allocated as provided in
this section. This section doces not apply to compensation received as
an employee allocated under saction 403 of this act.

{2} Income from a business, trade, or profession carried on in
this state, including any distributive share of a pass-through entity
of a business, trade, or profession carried on in this state, must be
classified as either apportionable Income or nonapporticnable income.

{3y All apportionable income must be apportioned to this state by
multiplying the income by the receipts factor, The receipts factor is
a fraction the npumerator of which i= the total receipts of cthe
taxpayer in this state during the tax periocd and the denominator of
which is the total receipts of the taxpayer averywhere during the tax
period.

{a} Receipts from the sale of tangible personal property are in
this state if:

(i} The property is delivered or shipped to a purchaser, other
than the United States government, within this state regardless of
+he free on board point or other conditions of the sale; or

(i1) The property is shipped from an office, store, warghouse,
factory, or other place af atorage in this state and (&) the
purchaser is the United States government or (B} the taxpayer is not
taxapble in the state of the purchaser.

(b} (i) Receipts, other than receipts described in (a) of this
subsection (3}, are in this state if the taxpayer's market for cha
sales is in this state. The taxpayec's market for sales is in this
state:

(A} In the case of sale, rental, lease, or license of real
property, Lif and to the axtent the property ia located in thls state;

(8} In the case of rental, leasze, oI license of tangible perscnal
property, if and to the extent tne property is located in this atate;

(C} In the case of sale of a sarvice, if and to the extent the
service is delivered to a location in this state; and

(D) In the case of intangible property:

rodae Rev/CL:eab 15 g-3846.8/26 8th draft
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(I} That is rented, leased, or 1igensed, if and te the extent the
property 18 gysed in this state, provided that intangible property
uged in marketing a good or gervice Lo A CcOnsumer is "used in this
state” if that good or gservice is purchased by a CORSUMAI who is in
this state; and

(II} That is gold, : % and to the extent the properly ig used in
this state, 1f:

{1} A contract right, government license, OF similar intangible
propecty that authorizes the nolder to conduct a pusiness activity in
a specific geographic area is "used in this state” if the gecgraphic
area includes all or part of this state;

{#) Recelpts from ‘ntangible property sales that are contingent
on the productivit:, use, OF jispesition of the intangible property
must be Created as receipts from the rental, lease, OT ligensing of
such intangible prperty under subsection (4) (a) ti} of this gsection;
and

(3} All other receipts from a sale of intangible property must be
excluded from the aumerator and denominater of the receipts factor.

{e) I1f the state oI states of assignment under (b) of this
subsection (3) cannot be determined, the state or states of
assignment must be reasonably approximated.

(d} If the taxpayarlis not taxable in a state tO which a receipt
is assigned under this subsection (3), or if the gtate of assignment
cannot be dotermined under (B} of this subsection (3} or reasonably
approximated under (c) of this gubsection (3), the receipt must be
excluded from tne denominator of the receipts factor.

(4) (a) If the allocation and apportionment provisions in
subsection (3) of this ;ectiun do not fairly represent the extent of
the taxpayer's business actiéity in this state, the taxpayer may
petition for of thE department may require, in respect tO all or any
part of the taxpayer's business activity, 1f reasonable:

{i} Separate accounting;

(ii) The exclusion of any cne or more of the factors:

{iii} The inclusicn.of one or more additional factors that will
falrly represent the taxpayer's business activity in this state; or

{iv} The employment of any other method to effectuate an
equitable allocation and apportionment af the taxpayer's income.

by If the allgcation and apportionment provisions of this
section do not falrly represent the extent of business activity Iin
this state for taxpayers engaged in a particular industry OF in a
Code Rev/CL:eab 18 §-3846.8/26 Bth draft
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particular transaction or activity, the department may, in addicion
te the authority provided in (a) of this subsection (4), adopt rules
for determining alternative allocation and apporticonment methods for
such taxpayers. Rules adopted pursuant to this subsection (4} (p) must
be applied uniformly, except that with respect to any taxpayer Lo
whem such rule applies, the taxpayer may petition for, o¢r the
department may regquire, adjustment under {(a)} of this gsubsaction {(4).

{c} (i) The party petitioning for, or the department reguiring,
the use of any method te effectuate an agquitable allocation and
apportionment of the taxpayer's income pursuant to f(a) of this
subsecrtion (4) must prove by clear and convincing evidence:

(A} That the allocaticn and apportionment provisions of this
gection do not fairly represent the extent of the taxpayer's business
activity in this state; and

(B} That the alternative to such provisions 1is reasonable.

{ii}) The same burden of proof applies whether the taxpayer is
petitioning for, or the department is reguiring, the use of any
reasonable method to effectuate an equitable allocation and
apportionment of the taxpayer's income. However, if the department
can show that in any two of the prior five Tax years, the taxpayer
had used an allocatisn or apportionment method at wvarlance with its
allocation or apportionment methed or metheds used for such cther tax
years, then the department does not bear the burden of proof in
imposing a different method pursuant to (a) of this subsection (4).

(114} If the department reguires any method to effectuate an
aguitable allocation and apportionment of the taxpayer's income, the
department may not impose any eivil or crimiral penalty with
reference to the tax due that is attributable to the taxpayer's
reasonable reliance solely eon the allocation and apportionment
provisions of this section.

{iv) A taxpayer that has received written permission from the
department to use a reasonable method to effectuate an equitable
allocation and apportionment of the taxpayer's income may not have
that permission revoked with respect to transactions and activitles
that have already occurred unless there has been a material change
in, or a material misrepresentation of, the Zfacts provided by the
taxpayer upon which the department reasonabply relied.

{5} Rents and royalties from real or tangible parsonal propecty.
capital gains, interest, dividends, or patent or copyright royalties,

Code Rev/CL:eab 17 5-3846.8/26 Bth drafc
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tog tha extent that they constitute nonapporticnable Income, must be
allocated as provided in subsections (6) through (9) of this section.

{6) (a} Net rents and royalties from real property located in this
state are allocable to this state.

(b} Net rents and royalties from tangible paerscnal property are
allocabla to this state: (i) If and to the extent that the property
ig utilized in this state; or (ii) in their entirety if the
taxpayer's commercial domicile 1s in this state and the taxpayer is
not organized under the laws of or taxable in the state in which the
property is utilized.

(¢} The extent of utilizatien of tangible personal property in a
state is determined by multiplying the rents and royalties by a
fraction the numerator of which is the number of days of physical
lacation of the property in the state during the rental or royalty
period in the taxable year and the denominator of which is the numbe:z
of days of physical location of the property everywhere during all
rental or royalty periods in the taxable year. I1f the physical
location of the property during the rental or royalty period is
anknown or unascertainable by the taxpayer, tangible personal
property is utilized in the state in which the property was located
at the time the rental or royalty payer obtained possession.

{7y {a} Capital gains and losses from sales of real property
jocated in this state are allocable to this state.

() Capital geins and losses from sales of tangible personal
property are allocable to this state if: (i) The property had a situs
in this atate at the time of the sale; or (ii} the taxpayer's
commercial demicile is in this state and the taxpayer is not taxable
in the state in which the property had a situs.

(e} Capital gains and losses from sales of intangible personal
property are allocable to this state if the taxpayer's commercial
domicile is in this state.

{8} Interest and dividerds are allocable to this state if the
taxpayer's commercial domicile is in this state.

(9} {a) Patent= and copyright royalties are allocable to this
srate: (i) If and to the extent that the patent or copyright is
utilized by the payer in this statej or (44) if and to the extent
that the patent or copyright 1s utilized by the payer in a state in
which the taxpayer is not taxable and the taxpayer's commercial
domicile is in this state.

Code Rev/CL:eab 18 a-3846.8/26 Bth draft
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() A patent is utilized in a state to the extent that it i=a
employed in productien, fabrication, manufacturing, or other
processing in the state or to the extent that a patented product 1s
produced in the state. If the basis of receipts from patent royzlties
deas not permit allocation to states or if the accounting procedures
da not raflect states of utilization, the patent ig ukilized in the
state in which the taxpayer's commercial domiecile is located.

(¢} A copyright is utilized in a state to the extent that
printing or other publication originates in the state. If the basis
of receipts from copyright royalties does not permit allocation to
states or 1f the accounting procedures do not reflect states of
ptilization, the copyright 1= utilized in the state in which the
taxpayer's commercial domicile is located.

{10) The definitions in cthis subsection apply throughout this
section unless the context clearly requires otherwise.

{a) "Apportionable income™ means:

{i} All income that is apporticnakble under the Constitution of
the United States and is not allocated under the laws of this stata,
including:

(&) Income arising from transactions and activity in the regular
course of the taxpayer's trade or business; and

(B} Income arising from tangible and intangible property if the
acquisition, management, employment, development, or disposition of
the property is or was related to the operation of the taxpayer's
trade or business; and

(ii) Any income that would be allocable teo this state under the
Constitution of the United States; but that 1s apporticned rather
than allocated pursuant to the laws of this state.

(b} "Commercial domicile® means the principal place from which
the trade or business of the taxpayer is directed or managed.

{c} "Nenapportionable income® means all income other than
apporticnable income.

{d) "Receipts" means all gross receipts of the taxpayer that are
net allocated under this section, and that are received from
transactions and activity in the regular course of the taxpayer's
rrade or business, except that receipts of a taxpayer from hedging
tranzactions and from the maturity, redemption, sale, exchange, loan,
or other disposition of cash or securities, shall be excluded.

(@] "State™ means any state of tha United States, the District of
Colurbia, the Commonwealth of Puerto Rico, any territory or
Code Rev/CL:eab 19 5-3846.8726 Bth draft
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possession of the United States, and any foreign country or political
subdivision thereof.

{£) "Taxpayer" means a pass-through entity or individual
conducting business activity in the state of Washington.

HEW SECTION, Sec. 406. PRORATION OF PART-YEAR INCOME. (1)
Except as provided in gubsection (2} of this section, the adjusted
gross income of a part-year resident is the sum of the following:

fa} For the portion of the year in which the taxpayer was a
resident of Washington, the taxpayer's entire adjusted gross income;
and

{by For the portion of the Yyear in which the taxpayer wWas a
nonresident, the taxpayer's adjusted gross income derived from
sources within this state, as provided in sections 403 through 405 of
this act.

{2} The adjusted gross income of a part-year resident with
federal adjusted gross income that includes an item of income, gain,
loss, deduction, or credit from a pass-through entity must include
the sum of the following:

{a) The total amount of the item that is taken inte account in
federal adjusted gross income, multiplied by the ratio of the number
of days the taxpayer was a resident of Washington during the tax year
of the entity over the total number of days in the tax year of the
entity; and

(b} The total amount of the item that is taken into account in
federal adjusted gross income and that is derived from or connected
with seurces within this state, as determined under sections 403
through 405 of this act, multiplied by the ratioc of the number of
days the taxpayer was a nonresident of Washington during the tax year
of the entity over the total number of days in the tax year of the
anctity.

HEW SECTICH, Sec. 407, ALLOCATION AND APPORTIONMENT OF
NONBESTIDENT STUDENT ATHLETE INCOME. (1) The portion of adjusted gross
income of a nonresident student athlete derived from the commercial
use of the student athlete's name, image, or likeness is allocated to
this state if the publicity services provided by the student athlete
related to such commarcial usa af the student athlete's name, 1lmage,
or likeness primarily occur in Washington.

Code Rev/CL:eab 20 g=-3846.8726 Bth draftc
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(2) The porticn of adjusted gress income of a nonrasident student
athlete derived from payments by an instituticn of higher education
representing a percentage of institutional athletic revenues shall be
apportioned to Washington in a form and manner consistent with a
duty-day methodology. By January 1, 2028, the department shall submit
proposed legislation to the lagislature that would implement an
apportionment methodology as specified under this subsection (2]).

{3) The definitions in this subsection apply throughout this
section unless the context clearly requires otherwise.

{a} "Commercial use” means the use of an individual's name,
image, or likeness for advertising, selling, or soliciting purchases
of products, goods, or services.

(b} "Name, image, or likeness" means an individual's readily
identifiable name, voice, signature, photograph, or llkeness.

{e) "Publicity services® includes, but is not limited to, the
fmllowing activitlies: Appearing in photoshoots; filming commercials;
recording audic endorsements: posting sponsored content on social
media platforms; attending promotional ewvents; either wearing or
using, or both, branded products; and granting rights by the student
athlete to use the student athlete's name, image, or likeness 1in

ither advertisements or online campaigns, Or both.

{d) "Student athlete” means an individual who is enrclled at an
institution of higher education and eligible to engage in any varsity
intercollegiate athletics program at the institution.

PART V
ESTIMATED TAX PAYMENTS AND PASS-THROUGH ENTITY TAX ELECTION

MEW SECTION, Sec, 501. ESTIMATED TAX IMEOSED—DUE DATE OF
ESTIMATED TAXES—AMOUNT OF ESTIMATED TAX—UNDERPRYMENT PENALTY. {1}
Each individual subject te taxation by this chapter that is regquired
by the internal revenue code to make payment of estimated taxes must
pay to the department on forms prescribed by the department the
eatimated taxes dus under this chapkber.

{2) The provisions of the internal revenue code relating to the
datermination of reporting periocs and due dates of payments of
esrimated tax applies to the estimated tax payments due under this

section.

{3} The amount of the satimated tax is the annualized tax divided
by the number of months in the reporting pericd. No gstimated tax is
Coda Rev/CL:eab 21 s=3846.8/26 Bth draft
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due if the annualized tax is less than 55,000. RCW B2.32.050 and
82.32.090 apply to underpayments of estimated tax unless the
estimated tax remitted to the department is either at least 50
parcent of the tax shown on the return required under section 702(1)
of this act or 100 percent of the tax shown on the previcus year's
tax return.

(4) For purposes of this section, the annvnalized tax 1s tche
taxpayer's projected tax liability for the tax Yyear as computed
pursuant to internal revenue codae section €654 and the regulations
thereunder.

{5} The department shall adopt rules for making estimated tax
payments under this section on Wages, salaries, and other
compensation subject to federal income Lax withhelding.

(6} Estimated payments are not required under this section before
July 1, 2029.

NEH SECTION. Seec. 502. PASS-THROUGH ENTITY TAX ELECTION, (1) {a})
Beginning January 1, 2028, a tax i3 imposed at a rate of 9.90 percent
af the taxable income of an electing entity for each taxable year in
which an election under this section is in effect.

(b} The tax is paid by the electing entity.

{2} {a) A pass-through entity may elanct to ba subject to the tax
imposed under this section by filing an election with the department
on or before the due date prescribed by the department for making
such election, but no later than April 15th.

(b} The election is made annually and is irrevocable for the
taxable year once filed.

{c}) The election must be made by: (i) In the case of a
partnership or limited liakility company, any person authorized to
sign the entity's return; and {ii) in the case of an § corporation,
an officer authorized to sign the return.

(3) (a} The taxable income of an electing entity consists of:

{i} The entire distributive share of income, gain, loss, and
deduction attributable to resident owners, regardless of SOUrce; and

(ii} The state source distributive share of income, gain, loss,
and deduction attributable to nonresident owners.

(b) Taxable income is determined by applying all state specific
additions, subtractions, and modifications that would apply to the
owners individually.

Code Rev/CL:eab 22 8-3846.8/26 Bth draft
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(¢} Guarantesd payments, separately stated items, and investment
income is included in taxable income to the same extent these items
would be included in an owner's individual Washington taxable income
under this chapter.

(4) (a) An electing entity shall make estimated tax payments in
the szame manner and at the same times as reguired for individual
estimated tax payments under section 501 of this act.

(p) Estimated tax payments are based on the electing entity's
reasonable estimate of taxable income for the taxable year.

{c} Estimated tax payments paid by the electing entity under this
section are in lieu of the estimated tax payments imposed on owners
under sectien 501 of this act with respect te the lncome included in
the electing entity's taxable income.

(d) Estimated tax payments are not required under this subszection
before July 1, 2023.

(5) {a} Each owner of an elecsting entity is allowed a credit
against the tax impcsed uncder this saction equal to the owner's
proportionate share of the tax paid by the electing entity under this
gection as provided in section 206 of this act.

{B) Resident owners shall ineclude in their Wazhington taxable
incoma their full discributive share of the electing entity's income,
gains, losses, and deductions and shall claim the eradic allowed
under section 206 of this act.

(¢} Nonresident owners shall include in thelr Washington taxable
income their distributive share of the electing entity's income,
gains, losses, and deductions as allocated and apportioned under
section 405 of this act and shall claim the credit allowed under
section 206 of this act.

(6) (a) The electing entity shall file an annual return reporting
taxable income, tax due, estimated payments, and any other
information required by the department in a form and manner regquired
by the department.

(b} The department may adopt rules necessary te administer this
gaction, which to the extent posaible, must be consistent with the
requirements under thig chapter for individuals. The depactment may
adopt rules to streamline and simplify the process and procedures for
making an electlion under this section.

{7Y The definitions in this subszection apply throughout this
saction unless the context clearly requires otherwiss.
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{a) "Distributive share™ means the awner's share of income, gain,
less, or deduction as determined under the entity's governing
documents and federal income tax law.

{b) "Electing entity" means a pass-through eantity that has made a
valid alection under subsection (2)(c) of this section.

{c) "Nonresident owner" mMeans an owWwner who is not a resident of
this state for individual income Lax purpcses.

{d) "Owner®" means a partner, member, or shareholder of a pass-
through entity.

j@) "Resident owner" means an oWner who is a resident of this
state for individual income tax purposes.

(f} "State source income" means income, gain, or leoss derived
rom sources within this state, deteérmined under the allocation and
apportionment provisions of section 405 of this act.

FART VI
CRIMES

NEW SECTION. Sec. 601. CRIMES. (1} Any person who knowingly
attempts te evade the tax impeosed under this chapter or payment
therecf is guilty of a class C felony as provided in chapter 9A.2C
RCW.

{2} Any person required to collect tax imposed under this chapter
who knowingly fails te truthfully account I[Or oOr pay over the tax is
guilty of a class C felony as provided in chapter 9A.20 RCW,

(3) Any person who knowingly falls to pay tax, pay estimated tax,
make returns, or supply information, as required under this chapter,
is guilty of a gross misdemeanor as provided in chapter 9A.Z0 RCW.

FART VII
ADMINISTRATIVE PROVISIONS

NEW SECTION, Sec. 701. METHOD OF ACCOUNTING. (1) A taxpayer's
method of acceunting for purposes of the tax imposed under this
chapter is the same as the taxpayer's method of accounting for
faderal income tax purposes. If no method of accounting has bDeen
regularly used by a taxpayer for federal income taw purposes or if
the method used does not clearly reflect income, tax due under this
chapter is computed by the cash method of accounting.

Code Rew/CL:eab 24 S=3846,. 8726 8th draft




[FE I ¥

My o -l o A de

10

12
13
14
15
16
17
18
158
20
21
22
23
24
23
26
27
28
29
30
31
32
33
34
a5
36
B i)
as
38

{2) If a person's methed of accounting 1is changed for federal
income tax purposes, it must bDe similarly changed for purposes of
this chapter.

MEW SECTION., Sec. 702, FILING TAX RETURMS. {1}{a) Except as
otherwize provided in this section or RCW 82.32.080, taxpayers owing
tax under +this chapter must file, on forms prescribed by the
department, a return with the department on or before the date the
taxpayer's federal income tax return for the taxable year is required
to be filed. Individuals not owing tax under this chapter are not
ragquired te file a return under this section.

{b) {1} Except as provided in (b) (i) eof this subsectien (1),
returns and all supporting documents must be filed electronically
using the department's online tax filing service or other method of
electronic reporting as the department may authorize.

{ii}) The department may waive the electronic filing reguirement
in this subsection for good cause as provided in RCW 82.32.080.

(2} (a) Every taxpayer owing tax under this chapter must inelude
with the ‘Washington return described in subsection {1} of this
gection a copy of the taxpayer's federal income tax return filed with
the internal revenue service of the United 3tates, including:

(i) All federal income tax forms, schadules, and other
attachments that directly relate to the taxpayer's federal adjusted
gross income; and

(ii) Any information, returns, and federal tax documents received
by the taxpayer that directly relate to the taxpayer's federal
adjusted gross income including, but neot limited to, form W-2, form
1099-INT, form 109%-DIV, form 1030-HEC, form 1099=MIsSC, form 1093-B,
schedule K-1 (form 1065), and schedule K-1 (form 1120=8) .

{(b) A taxpayer must provide to the department, upon reguest,
other federal tax return informatien needed to wverify the tax owed
under this chapter.

(¢} The department may prescribe by rule additional repcrting or
verificatien requiremsnts under this subsection (2) to substantiate
an individual's federal adjusted gross ilncome.

{3) Each taxpayer required to file a  return under this section
must, without assessment, notlice, O demand, pay any tax due thereon
to the depactment on or betora the date fixed for the filing of the
return, regardless of any filing axtension. The tax maust be paid by
electronic funds transfer as defined ip RCW B2.22.085 or by other
Code Rev/CL:eab 25 g-3846.8/26 Bth draft
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forms of electronic payment as may be authorized by the department.
The department may waive the elactronic payment requirement for good
cause as provided in RCW B2.32.080. If any tax due under this chapter
is not paid by the due date, intereat and penalties as provided in
chapter 82.32 RCW apply to the deficiency.

(4] If a taxpayer has obtained an extensicn of time for filing
the federal inceme tax return for the taxable year and the taxpayer
provides the department, on oOr before the date fixed for the filing
of +the return, regardless of any flling axtension, evidence
satisfactory to the department confirming the federal extension, the
taxpayer is entitled to the same extension of time for filing the
return reguired wunder this section. An extension wunder this
subsection for the filing of a return under this chapter is not an
extenslon of time te pay the tax due gnder this chapter.

{5) {a} If any return due under subsection (1) of this section,
along with a copy of the federal income tax return, iz not filed with
the department by the due date or any extension granted by the
department, the department' must A53833 A& penalty in the amount of
five percent of the tax due for the taxable year covered by the
return for each month or portien of a month that the return remains
unfiled. The total penalty assessed under this subsection may not
exceed 25 percent of the tax due for the taxable year covered by the
dalinguent return. The penalty under this subsaction is in addition
to any penalties assessed for the late payment of any tax due on the
raturn.

(b} The department must waive or cancel the penalty imposed under
this subsection if:

{1} The department is persuaded that the taxpayer's failure to
file the return by the due date was due Lo circumstances beyond the
taxpayer's control; or

(ii) The taxpayer has not been delinquent in filing any return
due under this section during the preceding five calendar years and
the taxpayer has not been contacted by the department for enforcement
pucposes regarding the reporting pericd covered by the waiver
reguast .

(6) The department must walve or cancel the penalty imposed under
BRCW B2.32.090(1) on a payment reguired uader this section when the
circumstances under which the delinguency pecurred do not gualify for
waiver or cancellatien under RCW 82.32.103(1) if all of the foellowing

apply:
Ccode Rewv/CL:eab 26 5-3846.8/26 Bth drafe
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(a) A taxpayer regquests a waiver of penalty for a payment
required under this section;

{b} The taxpayer has not been contacted by the department for
enforcement purposes regarding the reporting periocd covered by the
waiver request; and

{c} The taxpayer has timely remitted payment on all tax returns
due under this section during the preceding five calendar years.

{7y ta} In the event a taxpayer's federal income tax return 1s
changed in a manner that is final after their return required under
subsection (1) of this section is filed with the department and the
taxpayer's federal income tax return is changed in a manner that
impacts either the calculation of their Washingten adjusted gross
income or their tax liability wunder this chapter, or poth, the
taxpayer must amend the taxpayer's return due under subsection (1) of
this section for the same tax year in which their federal income tax
return is changed. For the purposes of this gubgsection (7)), a federal
income tax return is changed in a manner that 135 final when such
change is net subject to either administracive review by the United
Srates internal revenue service or judicial review in a court of
competent jurisdiction, or both. A change is alse f£inal in the case
of an audit finding in the following circumstances:

{i} The taxpayer has recelived audit findings from the internal
revenue service for the tax period and the taxpayer does not timely
£i1e an adminiatrative appeal with the internal revenua service.

(1i) The tawxpayer consented to any of the audit findings for the
tax peried through a form or other written agreement with the United
Ctates internal revenues service.

(b} If the return is not amended, ag reguired wunder this
subsection (7), with the department within 90 days of the federal
income tax return change becoming final, the department must assess
on the 9lst day a penalty in the amount of five percent of any
additional tax due for the taxable year covered by the return for
each menth or portion of a month that the return is not ctimely
amaended as regquired by this subsection. The total penalty assessed
under this subsection (7) (b} may not exceed 25 percent of the
additional tax due for the taxable year coverad by the delinguent
rerurn amendment. The penalty under €this subsecticn (7} (k) is in
addition to any penalties assessed under this gection,

(8} (a1 No assessment or correction of an assessment for
additional taxes, penalties, or intereat due may be made by the
Code Rev/CL:eab 27 5-3846.8/26 Bth draft
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department more than four years after the year in which a return is
filed under subsectien (1) of this section except:

{i) When the taxpayer's federal income tax return is changed in a
manner that requires an amended return under subsection (7) of this

-saction;y or

{ii) As provided in RCW g2.32.050(4}) .

{e) In the event the statute of limitations is extended under
(a} {£) of this subsection, no assessment or correction of an
agsessment for additional taxes, pena.tles, oOr interast due may be
made by the department more than four years after the year in which
an amended return is flled with the department as regquired under
gubsection (7) of this sectien. Any assessment or correcticn of an
assessment for additional taxes, penalties, or interest due under
this subsection (8) (k) but made by the departmenl more than four
years after the year in which a return 1s filed under subsection (1)
of this section must be directly related to the federal income tax
return change described in subsection (V) of this section.

HEW SECTION. Sec. 703. REQUIREMENT FOR SEPARATE OR JOINT
RETURNS., (1) If the federal income tax liabilities of both spouses
are determined on a joint federal return for the taxable year, they
must file a joint return under this chapter.

{2) Except as otherwise provided in this subsection (2}, if the
federal income tax 1liability of any individual, including either
spouse of a marital community, is determined on a separate federal
raturn for the taxable year, they must file separate returns under
this chapter. State registered domestic partners may file a joint
return under this chapter even if they filed separate federal returns
far the taxable Yyear.

(3) The liability for tax due under this chapter of each spouse
or state registered domestic partner 1s joint and several, unless:

{a} The spouse is relieved of liability for federal tax purposes
as provided under 26 U.5.C. Sec. 6015 of the internal revenue code;
o

{E}) The department determines that the state registeraed domestic
parcner qualifies for relief as provided by rule of the department.
such rule, to the extent possible without being inconsistent with
this chapter, must follow 26 U.3.C. Sec. 6015.

14} (a) Unless the context clearly indicates otherwisa,
individuals who are spouses or state registered domestic partners are
code Rev/CL:eab 28 2-3846.8/26 8th draft
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not considered separate taxpayers for the purposes of this chapter
regardless of whether they file 3 jeint or separate return for the
tax imposed under this chapter. The activities and assets of each
spouse or state registered domestic partner are combined as if they
ware one individual for the purpeses of determining the applicability
of any threshold amounts, caps, deductions, credits, or any other
amounts related to the activities or assets of an individual
throughout this chapter.

(b} (i) Except as provided in (b) (ii) of this subsection (4), when
an individual does not file a joint return for the tax imposed under
this chapter, both spouses or state regiatered domestic partners must
allocate petwsen themselves their respective share of the marital
community's or domestic partnership's assets and activity. The
allocation must be reported to the department on any returns reguired
to be filed pursuant to this chapter in a manner prescribed by the
department.

(ii) If both spouses or state registered domestic partners cannot
agree on an allocation of assets and activity as authorized under
(b} (i) of this subsection (4), each spouse is limited to one-half of
the total assets and activities of their marital community OF
domastic partnership.

NEW SECTION, Sec. 704.  ADMINISTRATION OF CHAPTER COMSISTENT
WITH CHAPTER B2.32 RCW, Except as otherwise provided by law and to
rhe extent not inconsistent with the provisions of this chapter,
chapter 82.32 RCW applies to the administration of taxes imposed
under this chapter.

Sec. 705. RCW B82.32.050 and 2025 c 409 s 12 are each amended Co
read as follows:

{1} If upon examination of any returns or from other information
obtained by the department it appears that a tax or penalty has been
paid less than that properly due, the department shall assess against
the taxpayer such addirional amount found to be due and shall add
therste interest on the tax only. The department shall notify the
taxpayer by mail, or alectronically as provided in RCW 82.32.133, of
the additicnal amount and the additienal amount shall become due and
shall be paid within 30 days £rom the date of the notice, or within
such further time as the department may provide .,

Code Rav/CL:ieab 249 s-3846.8/26 Bth draft
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(a) For tax liabilities arising before January 1, 1992, intersast
shall be computed at the rate of nine percent per annum from the last
day of the year in which the deficiency is incurred until the earlier
of Dacember 321, 1998, or the date of payment. After December 31,
1998, the rate of interest shall be variable and computed as provided
in subsection (2] of this section. The rate sc computed shall be
adiusted on the first day of Januvary of each year for use in
computing interest for that calendar year.

(b) For tax liabilities arising after December 31, 1991, the rate
of interest shall be wvariable and computed as provided in subsection
{2y of this section from the last day of the year in which the
deficieney is incurred until the date of payment. The rate 3o
computed shall be adjusted on the first day of January of each Yyear
for use in computing interest for that calendar year.

(e} {i) Except as otherwise provided in this subsection (1) i{c}.,
interest imposed after December 31, 1298, shall be computed from the
last day of the menth following each calendar year included in a
notice, and the last day of the month following the final month
ineluded in a notice if not the end of a calendar Year, until the due
date of the notice.

{ii} For interest asgsociated with annual tax reporting periods
having a due date as prescribad in BRCH B2,32.045(3) ((awd))
g2.87.110, angd section 702 of Chis act, interest must be computed
from the last day of April immediately following each such annual
reporting period included in the notice, until the due date of the
natice.

{iii}) For purposes of computing interest under {e) (1} and (ii) of
this subszsection (1):

[A) The same computation of Interest applies regardless of
whether the department grants additional time for filing any return
under RCW 82.32.080(4) (a) (1).

{B) If the department extends a due date under subsection (3) of
this section or RCW 82.32.080(4) (b), and payment is not made in full
by the extended due date, interest is computed from the last day of
the month in which the extended due date occurs until the date of
payment.

{ivy If payment in full 1is not made by the due date of the
notice, additional interest shall be computed under this subsection
{1} (e} until the date of payment. The rate of interest shall be
variable and computed as provided in subsection {2} of this section.
Code Rev/CL:eab 30 5-3846.8/26 Bth drafc
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The rate so computed shall be adjusted on the first day of January of
each year for use in computing interest for that calendar year.

{2} For the purpocses of this section, the rate of interest to be
charged to the taxpayer shall be an average of the federal short-term
rate as defined in 26 U.5.C. Sec. 1274(d) plus two percentage pointa.,
The rate set for each new year shall be computed by taking an
arithmetical average te the nesrest percentags point of the federal
short-term rate, compounded annuvally. That average shall be
caleulated using the rates from four months: January, April, and July
of tha calendar year immediately preceding the new year, and October
of the previous preceding year.

(3} During a state of emergency declared under RCW 43.06.010(12),
the department, on its own motion or at the reguest of any taxpayer
affected by the emergency, may extend the due date of any assessment
or correction of an assessment for additional taxes, penalties, or
interest as the department deems proper.

{4} Ho assessment o©or correction of an assessment for additional
taxes, penalties, or interest due may be made by the department more
than four years after the close of the tax year, except (a) against a
taxpayer who has not registered as required by this chapter, (k) upon
a showing of fraud or of misrepresentation of a material fact by the
taxpayer, or (c} where a taxpayer has executed a written waiver of
such limitation. The execution of a written waiver ghall also extend
the period for making a refund or credit as provided in RCW
B2.32.060(2).

(5) For the purposes of this secticn, the Following definitiona
apply:

{a) "Due date of the notice™ means the date indicated in the
notice by which the amount due in the notice must be paid, or such
later date as provided by RCW 1.12.070(3).

(b} "Return" means any document a person is required by the state
of Washington to file to satisfy or establish a tax or fee obligation
shat is administered or collected by the department and that has a
gratutarily defined due date. "Return® also méans an application for
rafund under RCW B2.08.0208.

Sec. 706. RCW B2.32.060 and 2025 c 403 s 13 are each amended to
read as follows:

(1) If, upon receipt of an application by a taxpayer for a refund
or for an sudit of the taxpayer's records, or upon an examination of
Coda Rev/CL:eab 31 g=-3846.8/26 Bth drafr
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the returns or records of any taxpayer, it is determined by the
department that within the statutory period for asseasment of taxes,
penalties, or interest prescribed by RCW 82.32.050 any amount of tax,
penalty, or interaest has bean pald in excess of that properly due,
tha excess amount paid within, or attributable to, such pericd must
bhe credited to the taxpayer's account or must be refunded to the
taxpayer, at the taxpayer's option. Except as provided in subsection
{2y eof this section, no refund or credit may be made for taxes,
penalties, or interest paid more than four years prior to the
beginning of the calendar year in which the refund applicatien is
made or examination of records is completed.

(2) (a) The execution of a written waiver under RCW B2.32.050 or
82.32.100 will extend the time for making a refund or credit of any
taxes paid during, or attributable to, the years covered by the
waiver if, prior to the expiration of the wailver period, an
application for refund of such taxes is made by the taxpayer or the
department discovers a refund or credit is due.

(b} A refund or credit must be allowed for an excass payment
resulting from the failure to claim a bad debt deduction, credit, or
rafund under RCW 82.04.4284, 82.08.037, 82.12.037, 82.14B.150, or
82.16.050(5) for debts that became bad debts under 26 U.5.C. Sec.
166, as amended or renumbered as of January 1, 2003, less than four
years prior to the beginning of the calendar year in which the refund
applicatiocn is made or examination of records is completed.

{3) Any such refunds must be made by means of wvouchers approved
by the department and by the issuance of state warrants drawn upon
and payable from such funds as the legislature may provide. However,
taxpayers who are required to pay taxes by electronic funds transfer
under RCW B2.32.080 must have any refunds paid by electronic funds
transfer if the department has the necessary account informacion to
facilitate a refund by electronic funds transfer.

(4) Any judgment for which a recovery is granted by any court of
competent jurisdiction, not appealed from, for tax, penalties, and
interagt which were paid by the taxpayer, and coSts, in a suict by any
taxpayer must be paid in the same manner, a5 provided in subsection
{3) of this section, upon the filing with the department of a
certified copy of the order or judgment of the court,

(a} Interest at the rate of three percent per annum must be
allowed by the department and by any court omn the amount of any
rafund, credit, or other recovery allowad to a taxpayer for taxas,
Code Rev/CL:eab 32 5-3846.8/26 8th draft
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penalties, or interest paid by the taxpayer before January 1, 192852,
This rate of interest applies for all interest allowed through
December 31, 1%%8. Interest allowed after December 31, 1998, must be
cemputed at the rate as computed under RCW B2.32.050(2). The rate so
computed must be adjusted on the first day of January of each year
for use in computing interest for that calendar year.

{(b) Faor refunds or credits of amounts pald or other recovery
allowed to a taxpayer after December 31, 1991, the rate of interest
must ba the rate as computed for assessments under RCW 82.32.050(2)
less one percent. This rate of interest applies for all interest
allowed through December 31, 15992, Interest allowed after December
31, 1998, must be computed at Gthe rate as computed under BRCW
B2.32.050(2). The rate so computed must be adjusted on the first day
of Januvary of each year for use in eomputing interest for that
calendar year.

(5) Interest allowed on a credit notice or refund issued after
Dacamber 31, 2003, must be computed as follows:

{a) If all overpayments for each calendar year and all reporting
periods ending with the final month included in a notice or refund
wers made on or before the due date of the final return for each
calendar year or the final reperting period included in the notice or
refund:

{i} Interest must be ccomputed frem January 31t faollowing each
calendar year included in a notice or refund;

{ii} Interest must be computed from the last day of the month
following the final month included in a notice or refund; or

(iii} For interest associated with annual tax reporting periods
having a due date as prescribed in RCW 82.32.045(3) { (and) ) o
82.87.110, and section 702 of thia act, interest must ba computed
from the last day of April following each such annual reporting
pericd included in a notice or refund.

(b If the taxpayer has not made all overpayments for each
calendar year and all reporting periocds ending with the final month
ineluded in & notice or refund on or before the dates specified by
BCW 82.32.045 for the final return for each calendar year or the
final month inecluded in the notice or refund, Iinterest must he
computed from the last day of the month following the date on which
payment in full of the lisbilities was made for each calendar year
included in a notice or refund, and the last day of the moenth
fnllowing the date on which payment in full of the liabilities was
Code Rev/CL:eab 33 5-3846.8/26 Bth draft
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made if the final month included in a notice or refund is not the end
of a calendar year.

{c] Interest included in a credit notice must accrue up to the
date the taxpayer could zreasonably be expected to usa the credit
notica, as defined by the department's rules. If a credit notice is
converted to a refund, interest must be recomputed to the date the
refund is issued, but not to exceed the amount of interest that would
have been allowed with the credit notice.

Sac. 707. RCK 82.32.090 and 2025 c 40% s 14 are each amended to
read as follows:

{1} If payment of any tax due on a return to be filed by a
taxpayer is not received by the department of revenue by the due
date, there is assessed a penalty of nine percent of the amount of
the tax; and if the tax is not received on or before the last day of
the month following the due date, there is assessed a total penalty
of 19 percent of the amount of the tax under this subsection; and if
the tax is not received on or before the last day of the sacond month
following the due date, there is assessed a total penalty of 29
percent of the amount of the tax under this subsection. Wo penalty so
added may be less than 335.

(2} If the department of revenue determines that any tax has baen
substantially underpaid, there is assessed a penalty of five percent
of the amount of the tax determined by the department te be due, If
payment of any tax determined by the department to be due 1s not
received by the department by the due date specified in the notice,
or any extension therecf, there is assessed a total penalty ef 15
percent of the amount of the tax under this subsection; and if
payment of any tax determined by the department ioO be due is not
received on or before the 30th day following the due date specified
in the notice of tax due, or any extension therecf, there ig assessed
a total penalty of 25 percent of the amount of the tax under this
subsecticn. Ne penalty so added may be less than 85. As used in this
{ (eeesion)) subseaction. "substantially underpaid™ means that the
taxpayer has paid less thar 80 percent of the amount of tax
determined by the department to be due for all of the types of taxes
inciuded in, and for the entire periocd of time covered by, the
department's examination, and tha amount of underpayment is at least
§1,000.

Code Rev/CL:eab 34 S=-3846.8/26 B8ch draft
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(3} If a warrant is issued by the department of revenue for the
collection of taxes, increasas, and penalties, there is added thereto
a penalty of 10 percent of the amount cf the tax, but not less than
£10.

(49 If the department finds that & person has engaged in any
business or performed any act upon which & tax 13 imposed under this
title and that person has not obtained from the department a
registration certificate as required by RCW 8§2.32.030, the department
must impose a penalty of five percent of the amount of tax due from
that person for the pericd that the person was not registered as
required by RCW B82.32.030. The department may not impose the penalty
under this subsection (4) if a person who has engaged in business
taxaple under this title without first having registered as reguired
by RCW 82.32.030, pricr to any notification by the department of the
need to register, obtains a registration cartificate from the
department .

(5} If the department £finds that a taxpayer has disregarded
specific written instructions as to reporting or tax liabilities, or
willfully disregarded the . requirement to file returns or zTemit
payment electronically, as provided by RCW B2.32.080, the department
must add a penalty of 10 percent of the amount 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 written instructions
whan the department has informed the taxpayer in writing of the
taxpayer's tax obligations and the taxpayer fails to ast in
accordanca with those instructions unless, in the case of a
deficiency, the department has not igsued final instructions because
the matter is under appeal pursuant to this chapter or departmental
regqulations. The department may nct assess the penalty under this
section upon any taxpayer who has made a good faith effort to comply
with the specific written instructions provided by the department to
that tawpayer. R taxpayer will be considered to have made a good
Eaith effort te comply with specific written dinstructions to file
raturns and/or remit taxes elecktronically only if the taxpayer can
show good cause, as defined in RCW 82.32.080, for the failure to
comply with such instructions. A Taxpayar will be considered to have
willfully disregarded the reguirement tTo file returns or remit
payment glectronically 4if the department has mailed or otherwise
delivered the specific written instructions to the taxpayar on at
Code Rev/CL:eab % 5-3846.8/26 Bth draft
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least two occasions. Specific written instructions may be given as a
part of a tax assessment, audit, determination, closing agreement, or
other written communication, provided that such specific written
instructions apply only to the taxpayer addressed or referenced on
such communication. Any specific written instructions By the
department must be clearly identified as such and must inform the
taxpayer that failure to follow tha instruections may subject the
taxpayer to the penalties imposed by this subsection. If the
department determines that it 18 necessary to provide aspecific
written instructions to a taxpayer that does not comply with the
requirement to file returns or remit payment electronically as
provided in RCW 82.32.080, the specific written instructions must
provide the taxpayer with a minimum of 45 days Gto come into
compliance with its electronic filing and/or payment obligations
before the department may impose the penalty &uthorized in thas
subsection.

{6} If the deparctment finds that all or any part of a deficiency
resulted from engaging in a. disregarded transaction, as described in
RCW B2.32.655(3), the department must assess a penalty of 35 percent
of the additional tax found to be due as a result of engaging in a
transactien disregarded by the department under RCH 82.32.655(2). The
panalty provided in this subsection may be assessed together with any
other applicable penalties provided in this section on the same tax
fmund to be due, execept for the evasion penalty provided in
subsection (7) of this section. The department may not assess the
penalty under this subsection if, before the department 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
department.

{7y If the department finds that all or any part of the
deficiency resulted from an intent to evade the tax payable
hereunder, a further penalty of 350 percent of the additional tax
found to be due must be added.

{8} The penalties imposed under subsections (1) through (4) of
this section can each be imposed on the same tax found to be due.
This subsection does not prohibit or restrict the application of
other penalties authorized by law.

{3} The department may not impose the evasion penalty in
combination with the penalty for disregarding specific written

Code Bev/CL:aab ig #3-3846. 8726 Bth draft
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instructions or the penalty provided in subsection (6) of this
section on the same tax found to be due.

{10) If a taxpayer substantially underpays an estimated payment
of tax imposed under RCW B82.87.040 pursuant to RCW B2.87.110(3).
+here is assessed & penalty of five percent of the amount of the
actual tax due for tax impesed under RCW B2.87.040. As used in this
( (s=asien)) sSubsection, "substantially underpaid" means that an
individual's estimated payment for taxes imposed under RCW 82.87.0490
was less than B0 percent of the actual tax due, and at least $1,000.

[11) r Ba 01 of

{12} For the purposes of this section, "return® means any
document a person is regquired by the state of Washington to file to
satisfy or establish a tax or fee obligation that is administered or
collected by the department, and that has a statutorily defined due
date. "Return” alse includes the submission of any estimated payment
of tax as provided in RCW 82.87.110(3) and the confirmation of an
axtension of the filing due date reguired under RCW B2.87.110(3).

NEW SECTION. Sec. 708. ESTIMATION AGREEMENTS. The department
may reasonably estimate the items of business or nonbusiness income
of a taxpayer having an office within the state and one or more other
states or foreign countries which may be apportioned or allocated to
the state and may enter into estimation agreements with such
taxpayers for the determination of their liability for the tax
imposed by this chapter.

HEW SECTION. Sac. TO09. PROVISIONS OF INTERNAL REVENUE CODE
FONTROL. (1) Toa the extent possible without being inconsistent with
this chapter, =&ll of the provisions af asubtitle F (procedure and
administration) of the internal revenua code relating to the
fallowing subjects apply te the Laxes imposed under this chapter:

Code Rev/CL:eab 7 5-3846.8/26 8th draft
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{a) Timing and amount of tax prepayments under section 501 of
this act;

{b) Liability of transferees; and

{c}) Time and manner of making returns, extensions of time for
filing returns, verification of returns, and the time when a return
iz deemed to be filed by the dapartment.

(2} The department by rule may provide modifications and
exceptions to the provisions listed in subsection (1) of this
section, if reasonably necessary to facilitate the prompt, efficient,
and egquitable collection of tax under this chapter.

MEW SECTION, See. 710. RULES. The department may adopt rules
pnder chapter 34.05 RCW for the administration and enforcement of
this chapter. The rules, to the extent possible without being
inconsistent with this chapter, must follow the internal revenue code
and the regulations and rulings of the United States Ctreasury
department with respect to tha federal income tax. The department may
adopt as a part of these rules any portions of the internal revenue
code and United States treasury department regulations and rulings,
inm whole or in part.

NEW SECTION. Sec. T11. COUNTY PUBLIC DEFENSE FUNDING
STABILIZATION ACCOUNT. (1} The county public defense funding
stabilization account is hereby created in the state treasury. All
receipts specified under section 203 (1) (a) of this act must be
deposited in the account. Moneys Iin the account may be spent only
after appropriation. Expenditures from the account may be used only
for distributions to counties for public defense services consistent
with chapter 10.101 RCHW.

(2) On a guarterly basis, the state treasurer shall distribute
moneys depesited in the county public defense funding stabilization
account to each county based on the county's personal income ratlic as
determined under subsection (3} of this section.

(2} The office of financlal managerent gshall ¢alculate e&ch
county's personal income ratic by December 31, 2028, and December
31st of each year thereafter, using the most recent annual county
personal income data published by the faderal burea: of economic
analysis for the state of Washington and notify tha state treasurer.
The updated county personal income ratio applies to  county
distributions in the following calendar year.

Code Rev/CL:eab a8 5-3846.8/26 8th draft
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(4) For the purpose of this section, "county's personal income
ratio" means the personal income of the county divided by the
perscnal income of the state of Washington, as determined wunder
subsection (3) of this section.

PART VIII
APPLICATION OF TAX TO PUBLIC PENSIONS

Sec. 801, RCW 2.10.180 and 2012 c 159 s 17 are sach amended to
read as follows:

{1} Except as provided in subsections (2}, (3), (le=d}) (4). and
{5} of this secticn, the right of a person to a ratirement allowance,
disability allowance, or death benefit, the retirement, disabllity or
death allowance itself, any optional benefit, any aother right accrued
or accruing to any person under the proviaslons of this chapter, and
the moneys in the fund ereated under this chapter, are hereby exempt
from any state, county, municipal, or other local tax and shall not
be subject to execution, garnishment, or any other process of law
whatsoever whether the same be in actual possession of the person or
he deposited or lLoaned.

{2} Subsection (1) of this gsaction shall not be deemed =to
prohibit a beneficiary of a retirement allowance from authorizing
daductions therefrom for payment of premiums dus on any group
insurance policy or plan issued for the benefit of a group comprised
of public employees of the state of Washington.

{3} Deductions made in the past from retirement benefits are
hereby expressly recognized, racified, and affirmed. Future
deductions may only be made in accordance with this section.

(4) Subsection (1) of this section shall not prohibit the
department of retirement systems from complying with ({a) a wage
assignment order for child support jssued pursuant to chapter 26.18
RCW, (b) a notice of payroll deduction issued under chapter 26.23
RCW, f(c) an order to withhold and deliver issued pursuant to chapter
74.20A ROW, (d) a mandatory benefits assignment order issued pursuant
to chapter 41.50 RCW, (e) a court srder directing the department of
retirement systems to pay benefits directly teo an chligees under a
dissolution order as defined in RCW 41.50.500(2) which fully complies
With RCW 41.50.670 and 41.50.700, oxr {f) any administrative or court
order expressly authorized by federal law.
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San. 802. RCW 2.12.090 and 2012 ¢ 159 s 18 are each amended to
read as follows:

(1) Except as provided in subsections {2y, 131, (lemd)) (4),._and
(5} of this section, the right of any person to A4 retirement
allowance or optional retirement allewance under the provisions of
this chapter and all moneys and Iinvestments and income thereof are
exempt from any state, county, municipal, or other local tax and
shall not be subject te execution, garnishment, attachment, the
operation of bankruptcy or the insolvency laws, or other processes of
law whatsoever whether the same be in actual possessicon of the person
or be deposited or loaned and shall be unassignable except &s herein
specifically provided.

(2} Subsection (1) of this section shall not prohibit the
department of retirement 3ystems from complying with (a) a wage
agsignment order for child support issued pursuant to chapter 26.18
RCW, (b) & notice of payroll deduction issued under chapter 26.23
BRCW, (e) an order te withhold and deliver issued pursuant to chapter
74.20R RCW, (d) a mandatory benefits assignment grder issued pursuant
to chapter 41.50 RCW, (e) a court order directing the department of
retirement systems to pay benefits directly to an obligee under a
dissolution order as defined in RCW 41.50.500(3) which fully complies
with RCW 41.50.670 and 41.50.700, or (f) any administrative or court
order expressly authorized by federal law.

(3) Subsection (1) of this section shall not be deemed to
prohibit a bepneficiary of a retirement allowance from authorizing
deductions therefrom for payment of premiums due on any group
insurance policy or plan issued for the benefit of a group comprised
of public employees of the state of Washington,

{4) Deductions made in the past from retirement benefits are
heraby exprassly recognized, ratified, and affirmed. Future
deducticns may only be made in accordance with this section.

(5] Syl i 1) _of thi : I ! :

] | i {ved I ni ] : I Title 82
RCW (the new title created in section 1003 of this acil.
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Sac. B03. RCW &.15.020 and 2011 ¢ 162 3 3 are each amended to
read as follows:

(1} It is the pelicy of the s:tate of Washington to ensure the
well=peing of its citizens by protecting retirement income to which
they are or may become entitled. For that purposa generally and
pursvant to the authority granted to the state of Washington under 11
U.5.C. Sec. 522(b)(2), the exemptions in this section relating to
retirement benefits are provided,

{2} Unless otherwise provided by federal law, any money received
by any citizen of the state of Washington as a pension from the
government of the United States, whether the same be 1in the actual
possession of such person cor be deposited or loaned, shall be exempt
from execution, attachment, garnishment, or seizure by or under any
legal process whatever, and when a debtor dies, or absconds, and
leaves his or her family any money exempted by this gubseaction, the
same shall be exempt to the family as provided in this subsection,
This subsectien shall not apply to child support collection actions
igsued under chapter 26,18, 26.23, or 74.20A RCW, if otherwise

permitted by federal law, or {0 cpllection actions for taxes imposed
i Title 82A RCH | tit] { I 1003 of thi
act).

{3} The right of a person to & pension, annuity, oOr ratirament
allowance or disability allowance, or death benefits, or any cptional
benefit, or any other right accrued or accruing to any citizen of the
state of Washington under any employee benefit plan, and any fund
created by such a plan or arrangement, zhall be exempt from
execution, attachment, garnishment, or seizure by or under any legal
process whatever. This subsection shall not apply to child support
collection actions issued under chapter 26.18, 26.23, or 74.20A RCW
if otherwise permitted by federal law, or to collection actions for

AvEes  imp s BZA RCH il TIEW i : nated ip sé e
1003 of this act). This subsection shall permit benefits under any
such plan or arrangement to be payable te a spouse, former spouse,

. -

child, or other dependent of a participant in such plan to the extent
expressly provided for in a gqualified domestic relations order that
meats the regquirements for such orders under the plan, or, in the
case of benefits payvable under a plan described in 26 U.S.C. BSec.
403 (b) or 408 of the internal revenue code of 15986, as amended, or
section 409 of such code as in effect bhafore January 1, 1384, to the
extent provided in any ordex igsyed by a court of competent

Code Rew,/CL:eab 4l 5-3846.8/26 8th drafc
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durisdiction that provides for maintenance or support. This
subsection does not prohibit actions against an employee 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, tha term "employves benefit
plan" means any plan or arrangement That is described in RCHW
49.64.020, including any Keogh plan, whether funded by & trust or by
an annuity contract, and in 26 U.5.C. Sec., 40Ll{a) or 403(a) of the
internal revenue code of 1986, as amended; or that is a tax—-sheltered
annuity or a custodial account described 1in section 403(b) of such
code or an individual retirement account or an individual retirement
annuity described in section 408 of such code; or a Roth individual
retirement account described in section 408A of such code; or a
medical savings account or & health savings account described in
sections 220 and 223, respectively, of such code; or a retlrement
khond described in section 409 of such code as in effect bpefore
January 1, 1984. The term "employee benefit plan"™ shall net include
any employse benefit plan that is established or maintained for its
employees by the government of the United 3tates, by the state of
Wwashington under chapter 2.10, 2.12, 41.26, 41.32, 41.34, 41.35,
41.37, 41.40, or 43.43 RCW or RCW 41.50.770, or by any agency oI
instrumentality of the government of the United States.

(5} An employee benefit plan shall be deemed to be a spendthrift
trust, regardless of the source of funds, the relationship between
the trustee or custodian of the plan and the beneficiary, or the
ability of the debtor toc withdraw or borrow or otherwise beccme
entitled to benefits from the plan before retirement. This subsection
shall not apply to child support collection acticns issued under
chapter 26.18, 26.23, or 74.20A RCW, if otherwise permitted by

federal lawww_wr—ﬂm
+ This

subsection shall permit benafits under any such plan or arrangement
to be payable to a spouse, former spouse, child, or other dependent
of @ participant in such plan to the extent expressly provided for in
s gualified domestic relations order that meels the requirements for
such orders under the plan, or, in the case of benefits payable under
a plan described in 26 U.5.C. BSec. 403(k) or 408 of the internal
revenue code of 1986, as amended, or section 409 of such code as in
affact before January 1, 1984, to the extent provided in any order

Code Rev/CL:eab 42 5-3B46.8/26 Bth draft
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igsgued by a court of competent jurisdiction that provides for
maintenance or support.

(6) Unless prohibited by federal law, nothing contained In
subsectien (3), (4), or (5) of this section shall be construed as a
termination or limitation of a spouse's community property interest
in an employee benefit plan held in the name of or on account of the
other spouse, who is the participant or the account holder spouse.
Unless prohibited by applicable federal law, at the death of the
nonparticipant, noenaccount  holder spouse, the nonparticipant,
nopaccount holder spouse may transfer or distribute the communitcy
property interest of the nonparticipant, nonaccount holder spouse in
the participant or account holder spouse's employee benefit plan to
the nonparticipant, nonaccount holder spouse's estate, testamentary
trust, inter wives trust, or other successor O SUCCE3S0LS pursuant
to the last will of the nonparticipant, nenaccount holder spouse or
the law of intestate succession, and that distributee may, but shall
not be reguired to, obtain an order of a ocourt of compatent
jurisdiction, including a nonjudicial binding agreement or order
entered under chapter 11.96A RCW, to confirm the distribution. For
purposes of subsection (3) of this section, the distributes of the
nonparticipant, nonaccount holder spousa’'s community  propercty
interest in an employee benefit plan shall be considered a person
entitled to the full protection of subsection (3} of this section.
The nenparticipant, nonaccount holder spouse's consent To a2
beneficiary designation by the participant or account holder spouse
with respect to an employee benefit plan shall not, absent clear and
convincing evidence to the contrary, ke deemed a release, gifrt,
relinguishment, termination, limitation, or transfer of the
nonparticipant, nenaccount holder spouse's community property
interest in an employee benefit plan. For purposes of this
subsection, the term "nonparticipant, nonaccount holder spouse” means
the spouse of the person who is a participant in an employee benefit
plan or in whose name an individual retirement account is maintained.
As wused in this subsection, an order of a court of competant
jurisdiction entered under chapter 11.96A RCW includes an agreement,
as that term is used under RCW 11.96A.220.

Sac. BO4. BROW 41.24.240 and 1995 ¢ 11 s 13 are each amanded to
read as followa:

Code Rev/CL:eab 43 s=3846,.8/26 Bth draft




B o -1 @ o e L ke

=
e L B =D

i

I T
£ o o -0 o,

21
22
23
24
£3
28
27
28
29
30
31
32
33
34
35
36
37
38
23

{1} The right of any person to any future payment under the
provisions of this chapter shall not be transferable or assignable at
law or in equity, and none of the moneys paid or payable or the
rights existing under this chapter, shall be subject to execution,
levy, attachment, garnishment, or other legal process, or to the
operation of any bankruptcy or insolvency law. This section shall not
be applicable to any child support collection action taken under
chapter 26,18, 26.23, or 74.20A RCW. 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 legal separation
pr in any court order or court-approved property settlement agreement
incident to any court decree of dissolution or legal separation.

{2) Nothing in this chapter shall ke construed to deprive any
participant, eligible to recelive a pension hereunder, from receiving
a pensien under any other act to which that participant may become
eligible by reason of services other than or in addition to his or
her services under this chapter.

(3 | : (] ¢ thi I I I

; I £ {yed i thi | : i {tle 82

Ssc. 805, RCW 41.32.052 and 2012 c 159 s 20 are each amended to
read as follows:

(1} Subject to subsections {2) (tamd)). (3). _and (4) of this
section, the right of a person to a pension, an annuity, a retirement
allowance, or disability allowance, to the return of contributions,
any opticnal benefit or death benefit, any other right accrued or
accruing te any person under the provisions of this chapter and the
moneys in the wvarious funds created by this chapter shall be
unassignable, and are hersby exempt from any state, county, municipal
or other local tax, and shall not be subject to executicn,
garnishment, attachment, the operation of bankruptcy or insclvency
laws, or other process of law whatsoever whether the same be in
actual possession of the person or be depesited or loaned.

(2} This section shall not be deemed to prohibit a beneficiary of
a retirement alleowance who is eligible:

{a) Under RCW 41.05.080 £from authorizing monthly deductions
tharefrom for payment of premiums due on any Qroup insurance policy
or plan issued for the benefit of a group comprised of public
employees of the state of Washington or its political subdivisicns;
Code Rev/CL:eab 44 §5-3846.8/26 Bth draft




oo -1 gn in s Lo B =

B B OB B R B OBRE B i = = R R B
ST TR S O L N TR - S T- TN - - T I W U U . R o =

28
23
a0
i §
32
3a
14
35
a6
37
3B
2%

(o) Under a group health care benefit plan appreved pursuant Lo
RCW 28A.400.350 or 41.05.065 from authorizing monthly deductions
therefrom, of the amount or amounts of subscription payments,
premiums, or contributions to any person, firm, or corporation
furnishing er providing medical, surgical, and hospital care or other
health care insurance; or

{e) Under this system from authorizing monthly deductions
therefrom for payment of dues and other membership fees to any
retirement association composed of retired teachers and/or public
employees pursuant to a written agreement between the director and
the retirement association.

peductions under (a} and (b) of this subsection shall be made 1n
accordance with rules that may be adopted by the director.

{3) Subsection (1) of this section shall not prohibit the
department from complying with (a) a wage assignment order for child
support issued pursuant to chapter 26.18 RCW, (b} an order to
withhold and deliver issued pursuant to chapter 74.20A RCH, (=) (e
sotise of payroll dedwetden)) apn income withholding order issued
pursuant to RCW 26.23.060, {d) a mandatory benefits assignment order
issued by the department, (&) a court order directing the department
of retirement systems to pay benefits directly to an cbligee under a
dissolution order as defined in RCW 41.50.500(3) which fully complies
with BRCW 41.50.670 and 41.50.700, or (f) any administrative or court
order expressly authorized by federal law.

{4) Subsection (1) of this section does not exempl A0V pension O
othe it raceji n i B2A
R in i 3

Smc. B06. BCW 41.34.080 and 2012 c 159 s 23 are each amended to
read as follows!

(1) Subiect to subsections (2) (f(emd)). (3)._and (4} of this
section, the right of a person tc a pension, an annuity, a4 retirement
allowance, any optional benefit, any other right accrued or accruing
tg any person under the previsiona of this chapter, and the wvarlous
funds created by chapter 239%, Laws of 193%5; chapter 341, Laws of
1998; and chapter 247, Laws of 2000 and all moneys and investments
and income thereof, Lis hereby exempt from any state, county,
municipal, or other leocal tax, and ghall not be subject to executlon,
garnishment, attachment, the operation of bankruptcy or insclvency
laws, or other process of law whatsoever, whether the same be 1in
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actual possession of the person or be deposited or loaned and shall
be unassignable.

(2) This section shall not be deemed to prohibit a beneficiary of
a retirement allowance from autheorizing deduetions therefrom for
payment of premiums due on any group insurance policy or plan issued
far the benefit of a group comprised of public employees of the state
of Washington or its political subdivisions and that has been
approved for deduction in accordance with rules that may be adoptad
by the state health care authority and/or the department. This
sartion shall not be deemed to prohibit a beneficiary of a retirement
allowance from authorizing deductions therefrom for payment of dues
and other membership fees to any retirement assoclation or
organization the membership of which is composed of retired public
employees, if a total of three hundred or more of such retired
amployees have authorized such deduction for payment to the same
retirement association or organizationm.

(3} Subsection (1) of this section shall not prohibit the
department from complying with {(a} a wage assignment order for child
support dissued pursuant to chapter 26.18 RCW, (b) an worder to
withhold and deliver issued pursuant to chapter 74.20A RCW, (o) a
[ [Fetios—ai—paveall—daduasian) | Wi ] 5 isaved
pursuant to RCW 26.23.060, (d} a mandatory benafits assignment ordex
igsued by the department, (e) a court order directing the department
to pay benefits directly to an obligee under a dissolution order as
defined in RCW 41.50.500(3) which fully complies with RCW 41.50.670
and 41.50.700, or (f) apy administrative or court order expressly
authorized by federal law.

Sec. B07. RCW 41.35.100 and 2012 ¢ 159 s 24 are each amended to
read as follows:

{1} Subject to subsectisns (2} ((awd)). (3. _and (4) of this
saetion, the right of & person to a pension, an annuity, or
ratirement allewance, any optional benefit, any other right accrued
or accruing to any person under the provisions of this chapter, the
various funds created by this chapter, and all moneys and investments
and income therecf, are heraby exempt from any state, COUnNLY,
municzipal, or other local tax, and shall not be subject to execution,
Code Rev/CL:eab 486 5-3846.8/26 8th draft
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garnishment, attachment, the operation of bankruptey or Ainsolvency
laws, or other process of law whatscever, whether the same be in
actual possession of the person or be depecsited or loaned and shall
be unassignabla.

{2} This section does not prohibic a beneficiary of a retirement
allowance from authorizing deductions therefrom for payment of
premiums due on any group insurance policy or plan issued for the
henefit of a group comprised of public employees 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
gtate health care authority andf/or the department. This section also
does not prehibit a beneficiary of a retirement allowance from
authorizing deductions therefrom for payment of dues and ether
rembership fees to any retirement association or organization the
membership of which is composed of retired public employees, 1f a
total of three hundred or more of such retired employees have
authorized such deduction for payment to the same retirement
agssociation or organization.

{3} Subsection (1) of this section does not prohibit the
department from complying with (a) a wage assignment order for child
support issued pursvant to chapter 26.18 RCW, (B an order to
withhold and deliver issued pursuant te chapter 74.20A RCW, (cl (=
seties—ei—paveell—dedustisn)) an income withheolding order I1ssued
purszant te RCW 26.23.060, (d) a mandatory benafits assignment order
igsued by the department, (e) a court order directing the cepartment
of retirement systems to pay benefits directly to an obligee under a
digsolution order as definad in RCW 41.50.500(3) which fully complies
Wwith BRCW 41.50.670 and 41.50.700, or (f) any administrative or court
order expressly authorized by federal law.

14) Subsection (1) of this section does not exempt any pensiog of
other benefit received under this chapter Irom tax under Title 82A
BCHW (the new title created ip section 1003 of this act).

Baa. BOR. Bew A1.40.057 and 2012 o 159 5 26 are each amended to
read as follows:

(1} Subject to subsections (2) ((asd)), (3), and (4) of cthis
gection, the right of a persen to a pensien, an annuity, or
retirement allowance, any optional benefit, any other right accrued
or accruing te any person under the provisions of this chapter, the
various funds creared by this chapter, and all moneys and investments
Code Rev/CL:eab 47 5-3846.8/26 8th draft
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and income thezreof, are hereby exempt £rom any state, county,
municipal, or other local tax, and shall not be subject to execution,
garnishment, attachment, the operation of bankruptcy or insolvency
laws, or othar process of law whatscever, whether the same ba in
actual possession of the person or be deposited or loaned and shall
be unassignable.

{2) {a}) This section shall not be deemed to prohibit a beneficiary
af & retirement allowance from authorizing deductions therafrom for
payment of premiums due on any group insurance policy or plan issued
for the benefit of a group comprised of public employees of the state
of Washington or 1its political subdivisions and which has been
approved for deductlon in accordance with rules that may be adopted
by the state health care authority and/or the department, and this
section shall not be deemed to prohibit a beneficlary of a retirement
allowance from authorizing deductions therefrom for payment of dues
and other membership fees to any retirement association or
srganization the membership of which is cocmposed of retired public
amployees, Aif a total of three hundred or more of such retired
employees have authorized such deduction for payment to the same
retirement association or organization.

{b} This section does not prohibit a beneficiary cf a retirement
allowance from authorizing deductions frem that allowance for
charitable purposes on the same terms as amployees and public
cfficers under RCW 41.04.035 and 41.04.036.

(3) Subsection (1) of this section shall not prohibit the
department from complying with ({(a) a wage assignmant order for child
support Aissued pursuant to chapter 2£6.18 RCW, {bY an order to
withhold and deliver issued pursuant to chapter 74.20R RCW, (c] (=
it e mageantl—deduabian) | gn income withholding order dissued
pursuant to RCW 26.23.060, (d) a mandatory benefits assignment order
issued by the department, {(e) a court order directing the department
5f retirement systems to pay benefits directly to an obllgee under a
dissolution order as defined in RCW 41.50.500(3) which fully complies
with BCW 41.50.870 and 41.50.700, ar (£} any administrative or court
order expressly authorized by federal law.
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Sac. BO9. RCW 41.44.240 and 2012 ¢ 159 3 27 are each amended to
read as follows:

{1) The right of a person tc a pension, annmuity or a retirement
allowanca, to the return of contribution, the pension, annuity or
retiramant allowance itself, any optional benefit, any other right
accrued or accruing to any person under the provisions of this
chapter, and the moneys in the fund created under this chapter shall
not be subject to execution, garnishment, or any other process
whatsocever whether the same be in gctual possession of the person or
be deposited or loaned.

{2) This section shall not apply to child support collection
actions taken under chapter 26.18, 26.23, or 74.20A RCW against
benefits payable under any such plan or arrangement. Benefits under
this chapter shall be payable to a spouse Or ex-spouse to the extent
expressly provided for in any court Cecree of dissolution or legal
separation or im any court order or court-approved property
settlement agreement incident to any court cecree of dissolution or
legal separation.

{3 subsection (1) of this section does not exemot any PeOSion O
other benefit recejved under this chapter from tax undeg Title BZ2A

- 1 hl W

Sac. B10. RCW 41.26.053 and 2012 ¢ 159 s 21 are each amended to
read as followsg:

(1) Subiect to subsecticns (2} ((arRd)). (31, and (4) of this
saction, the right of a person to a retirement allowance, disabilitcy
allowance, or death benefit, te the return of accumulated
contributions, the retirement, 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 moneys in the
fund created under this chapter, are hereby exempt from any state,
county, municipal, or other local tax and shall not be subject to
axecution, garnishment, attachment, the operation of bankruptcy or
ingolvency laws, o any other process of law whataoever, whather the
game be in actual possession of the person or be deposited or loaned
and shall be unassignable.

{2) ©on the written request of any Pperson eligible to receive
banefits under this sectien, the department may deduct from such
payments the premiums for 1life, health, or other insurance. The
request on behalf of any child or children shall be made by the legal
Code Bev/CL:eab 49 5-3846.8/26 Bth draft




2 W om =1 o S L B

e I N e
e L R

Y
17
13

19
20
21
22
23
24
25
26
27
28
23
20
al
32
33
34
35
36
37
38
39

guardian of such child or children. The department may provide for
such persons one oOr more plans of group insurance, through contzacts
with regularly constituted insurance carriers or health care service
contractors.

{3} Subsectier (1) of this section shall neot prochibit the
department from complying with (a) a wage assigrment order for child
support 1issued pursuant to chapter 26.18 RCW, (b} an order o
withhold and deliver issued pursuant to chapter 74.20A RCW, ({c) ((e
retise—of—paysell—dedustieon)) an income withholding order issued
pursuant te RCW 26.23.060, {d) a mandatory benefits assignment order
issued by the department, (e} a court aorder directing the department
of retirement systems to pay benefits directly to an ocbligee under a
digsoletion order as defined im RCW 41.50.300(3) which fully complies
with RCW 41.50.670 and 41.50.700, or {(f) any administrative or c<ourt
order expressly authorized by federal law.

(4} | i | £ thi | ; ” .

: | | iy ! ni | . ; ritle B
W it  j | 1003 of thi ]

Sec. B11. RCW 43.43.310 and 2012 ¢ 159 s 28 are each amended o
read as follows:

{1} Except as provided in subsections {(2) (lend))y (3}, _and (4)
of this section, the right of any person to a retirement allowance or
optisnal retirement allowance under the provisions hereof and all
moneys and investments and income thereof are exempt from any state,
county, municipal, or other local tax and shall not be subject to
executicn, garnishment, attachment, the operation of bankruptey or
the insolvency laws, or other processes of law whatsocever, whether
the same be in actual possession of the person or be deposited or
loaned and shall be unassignable except as herein specifically
provided.

{2} Subseetion (1) of this section shall not prohibit the
department of retirement systems f£rom complying with (a) a wage
assignment order for child support issued pursuant to chapter 26.18
RCW, (b} an order te withhold and deliver issued pursuant to chapter
74.20A RCW, (2} ((e—aetice—ai—payeell—adeduesieon)) an income
withholding order issued pursuant to RCW 26.23.060, (d) a mandatory
henaefits assignment order issued pursuant to chapter 41.50 RCW, (e} a
court order directing the department of retirement systems Lo pay
benefirs directly te an obligee under a dissolution order as defined

rode Rev/CL:eab 50 5=3846.8/26 Bth draft
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in BCW 41.50.50043) which fully complies with RCW 41.30.670 and
41.50.700, or (f) any administrative or court order expressly
authorized by federal law.

{3) Subsection (1} of this section shall not be deemed Lo
prohibit a beneficiary of a retirament allowance from authorizing
daductions therefrom f£or payment of premiums due on any group
insurance policy or plan issued for the benefit of a group comprised
of members of the Washington state patrol or other public employees
of the state of Washington, or for contributions to the Washington
state patrol memorial foundation.

Su ' ] £t an ion

a ived i unpde A

ACHW _(the new title created in section 1002 of this SCC}.

FART IX
TAX RELIEF

Sec. 901. RCW B2.08.0206 and 2024 ¢ 3 5 1 are each amended to
read as follows:

(1) A working families' tax credit, funded by sales and use tax
imposed, is provided to eligible low-incomeé persons for calendar
years beginning on or after January 1, 2022. The credit is refundable
and is calculated as provided in this section.

(2} For purposes of the credit in this saction, the following
dafinitions apply:

fa) (i) "Eligible low-income person” means an individual who:

(A} Is eligible for the credit prowvided in Title 26 U.5.C. Sec.
32 of the internal revenue code;

(B) Properly files a federal income tax return for the prier
federal tax year, and was a Washington resident during the year for
which the credit is claimed; and

(C) Has paid either retail sales tax under this chapter or use
tax under chapter B82.12 RCW, or both. There is a rebuttable
presumptisn that a person paid either retail sales tax under this
chapter or use tax under chapter 82.12 RCW, or beth, if they were a
Washington resident during the year for which the credit is claimed.

{ii} "Eligible low-inceme person" also means an individual who
meets the requlrements provided in ({(a) (i) (B) of this subsection and
would otherwise gualify for the credit provided im Title 26 U.S5.C.

Code Rev/CL:eab 5l 5-3846.8/26 Bth draft
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Sec. 32 of the internal revenue code except that one or any
combination of the following conditions apply:

{A} The individual filed a federal income tax return for the
prior federal tax year using a wvalid 1individual taxpayer
jdentification number in lieu of & social security number, and the
individual's spouse, if any, and all qualifying children, 1 any,
have a valid individual taxpayer identification number or a social
sacurity number; ((==}))

(B} The individuai filed their federal income tax return for the
prior federal tax year under the married filing separately status.
For purposes of the refund provided in this gsection, the special rule
for separated spouse under Title 26 U.5.C. GSec. i2(d) (Z2) (B} of the
internal revenue code does not applyi orf

(b} "Income”™ means earned income as defined by Title 26 U.S5.C.
Sec, 32 of the internal revenue code.

{c} "Individual™ means an individual cor an individual and that
individual's spouse if they file a federal joint income tTax return.

(dy "Internal revenue code" means the United States internal
revenue code of 1986, as amended, as of June 9, 2022, or such
subsegquent date as the department may provide by rule consistent with
the purpese of this sectien.

(e} "Maximum gqualifying income" means the maximum federally
adjusted gross income for the prior federal tax year.

(£} "Qualifying child" means a qualifying child as defined by
Title 26 U.5.C. Sec. 32 of the internal revenue code, except the
child may have a valid individual taxpayer identification number in
lieu of a social security number.

(g) "Washington resident" means an individual who is physically
present and residing in this state for at least 183 days. "Washington
resident” alsc includes an individual who is nat physically present
and residing in this etate for at leaat 183 days but ie the spouse of
a8 Washington resident. For purpeses of this subsection, "day" means a
calendar day or any portion of a c¢alendar day.

{3} (a} Except as provided in (b) and (g} of this subsection, for
calendar year 2023 and thereafter, the working families' tax credit
refund amount for the prior calendar year 1is:

{i) $300 for eligible persons with no gqualifying children;

Code Rev/CL:eab 52 5-3846.8/26 Bth draft




oo =1 on Bh e g Ba e

.hl.uumuwwl.u'l.uNWMNMMMHMMHMPHHFPHHHHH
l:l-u:m-.er.rl.ln-l.urnal—luwmdmm#unl—-nmmdmmhuJMHtr

(11} 5600 for eligible parscns with ons qualifying child;

{iii) %900 for eligible persons with two gqualifying children; or

{iv}) 51,200 for eligible persons with three or more qualifying
children.

{b) Except as provided in (f) of this subsecticn, the refund
amounts prowvided in (a) of this subsection will be reduced, rounded
to the nearest dollar, as follows:

{i} For eligible persons with no qualifying children, beginning
at §2,500 of income below the federal phase-out income for the prinf
faderal tax year, by 18 percent per additional dollar of income until
the minimum credit amount as specified im {c) of this subsection is
reached.

(ii) For eligible persons with one qualifying child, beginning at
55,000 of income below the federal phase-out income for the prior
federal tax year, by 12 percent per additional dollar of income until
the minimum credit amount as specified in (c) of this subsection 1s
reached.

(144} Fer eligible. persons . with . two gquallfying children,
beginning at 55,000 of income below the federal phase-out income for
the prior federal tax. year, by 15 percent per additional dollar of
income until the minimum credit amount as specified in () of this
subsection is reached.

{iv) For eligible perscns with three or more qualifying children,
beginning at 55,000 of income below the federal phase-out income for
the prior federal tax year, by 18 percent per additional dollar of
incama until the minimom credit amount as specified in (c) of this
subsection is reached.

(e} If the refund for anm eligible person as calculated in this
section is greater than zero cents, but less than $50, the refund
amount is 5350.

{d} The refund amounts in this section shall be adjusted for
inflation every year beginning January 1, 2024, based upon changes in
the consumer price index that are published by MNovember 15th of the
previous year for tha most recent 12-monch period. The adjusted
refund amounts most be rounded to the nearest 55.

(e} For purposes of this section, "consumer price index" means,
for any l2-month period, the average consumer price index for that
12-month peried for the Seattle, Washington area for urban wage
aarners and clerical workers, all items, compiled by the bureau of
labor statistics, United States department. of labor.

Cade Rev/CL:eab LE 5-3846.8/26 B8th draft
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(f) The percentage rate of remittance reductionz in (b) of this
subsection must be adjusted every year beginning January 1, 2023,
pased on calculatiens by the department that result in the minimum
credit being received at the maximum qualifying income lavel.

(4) The working families' tax credit shall be administered as
provided in this subsection.

fa) The refund paid under this section will be paid to eligible
Filers who apply pursuant te this subsection.

(i) Application must be made to the department in a form and
manner determined by the department. If the application process is
initially done electronically, the department must provide a paper
application upon reguest. The application must include any
snformation and documentation as regquired by the department. The
department may use the information provided by the individual to
calculate the refund amount. Income reported on the application may
be rounded to the nearest dellar.

(i) An individual applying for the credit under this section
must keep records-necessary for the department to verify eligibility
under this seetion. Any information provided by the individual is
subject to audit verification by the department.

{111} In addition to information provided on the application, the
department may wverify that an individual qualifies as a Washington
resident through the use of automated wverification teals or other
reasonable means.

(iv) {A) Except as provided in (a) (iv)(B) of this subsection (4),
application for a refund under this section must be made in the year
following the year for which the federal tax return was filed; but in
no case may any refund be provided for any period before January 1,
2022.

(B} (1) A person may apply for any refund for which they were
eligible but did not claim under (a){iv]) (A} of this subsection ({4}
for up to three additional years. A person must complete an
application to claim this refund within the three calendar years
after the end of tha calendar year in which the faderal income tax
return for that tax year was legally due f£or federal income tax
purposes, without regard to any federal extension.

(IT) If a person seexs to increase the amount of a raefund that
has been made under this subsection (4), the person must apply for
the amanded refund within the nonclaims period established under RCW
82.32.060(1).

Code Rev/CL:eab 54 5=3846.8/26 Bth drafe
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{v) A person may not claim a credit on behalf of a deceased
individual. Mo individual may claim a credit under this section for
any year in a disallowance period unaer Titla 26 U.S5.C. Sec. 32(k)}({1l)
of the internal revenue code or for any year for which the individual
is ineligible to claim tha credit in Title 26 U.5.C. Sec. 32 of the
internal revenue code by reason of Title 26 U.5.C. Sec. 32(k)(2) of
the internal revenue code.

(b} The department shall protect the privacy and confidentiality
of perscnal data of refund recipients in accordance with chapter
82.32 RCW.

{c} The department shall, in conjunction with other agencies or
organizations, design and implement a public information campaign to
inform potentially eligible persons of GChe existence of, &and
regquirements for, the credit provided in this section.

{d] The department must work with the internal revenue service of
the United States toc administer the credit on an autematic basi= as
scon as practicable.

(5) Receipt of a refund under this section may not be used in
eligibility determinations for any state income support programs or
in making public charge determinations.

(6} The department may adopt rules necessary to implemant this
section. This includes establishing a date by which applications will
be accepted, with the aim of accepting applications as soon as
poasible.

(7) The department must review the application and determine
aligibilicy for the working families' tax credit based on information
previded by the applicant and through audit and other administrative
records, including, when it deems it necessary, wverification through
information from the internal revenue service of the United States,
other federal agencies, Washington state agencles, third-party
antities, or other persons. The department may accept a algned
attestation in a form and manner detecmined by the department from an
individual to presumptively wvallidate that an individual meets all the
eligibility raquirements as provided in this section. The signed
artestation is subject to audit werification by the department to
validate an individual's eligibility for the working families' &tax
credit.

{8y 1f, upon review of internal rewvenue gervica data or other
information cbtainad by the department, it appears that an individual
received a refund that the- individual was not entitled to, or
Code Rev/CL:eab 55 5-3846.8/26 8th draft
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received a larger refund than the individual was entitled to, the
department may assess against the individual the overpaid amount. The
department may also assess such overpaid amount against the
individual's spouse if the refund in guestion was based on both
spouses filing a joint federal income tax return for the year for
which the refund was claimed.

(a) Interest &s provided under ROCW 82.32.050 applies to
assessments authorized undér_this subsection (B) starting =ix months
after the date the department issued the assessment until the amount
due under this subsection (8) is paid in full te the department.
Except as otherwise provided in this subsection, penalties may not be
assessed on amounts due under this subsection.

(B} If an amount cue under this subsectiocn is not paid in full by
the date due, or the department issues a warrant for the collection
of amounts due under this subsection, the department may assess the
applicable penalties under RCW §2.32.090, Penalties under this
subsection (8)(b) may not be made due until six months after the
department's issuance of the assessment.

{c} If the department finds by clear, cogent, and convincing
avidence that an individual knowingly submitted, caused to be
submitted, or consented to the submission of, & fraudulent claim for
rafund under this section, the department must assess a penalty of 50
parcent of the overpaid amount. This penalty is in addition to any
sther applicable penalties assessed in accordance with (b} of this
subsection (E8).

{93 £, within the period allowed for refunds under RCHW
82.32.060, the department finda that an individual received a lesser
rafund than the individual was entitled to, the department must remit
the additicnal amount due under this section to the individual.

{10} Interest does not apply to refunds provided under =this
gection.

(11) Chapter 82,32 RCW applies te the administration of this
section.

Sec. 902. 2023 ¢ 456 s 3 (uncodified) is amended to read as
follows:

(1) This section is the tax preference performance statement for
the tax preference contained in section 2, chapter 195, Laws of 2021
{{and) ), sectien 1, chapter @56, Laws of 2023, and gection S01.

chapter . . ., Laws of 2076 {section 901 of thisg act). This
Code Rev/CL:eab 56 5-3B46.8/26 Bth draft
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performance statement is only intended to be used Ior subseguent
evaluation of the tax preference. It Is not intended to create a
private right of actien by any party oOr be used to determine
eligipility for the preferential tax treatment.

(2} The legislature categorizes =this tax preference as one
intended to provide tax relief for certain individuals as indicatad
in RCW B2.32.808(2) {e).

(3) It is the legislature's specific public policy objective to
allow low-income and middle-income workers to recover some OF all of
the sales tax they pay to support state and local government as a way
to increase their economic security and to decrease the regrassivity
af sur state tax code, It is the legislature's intent to provide a
sales and use tax credit, in the form of a remittance, to law=-income
and middle-income working families.

(4) The joint legislative audit and review committee gshall review
this preference in 2028 and every 10 years thereafter. If a review
finds that the werking families' tax credit does net provide
meaningful financial relief 'to low-income and middle-income
households, RCW 82.08.0206 expires at the end of the calendar year
two vyears after the adoption of the final report containing that
finding. The joint legislative audit and review committes shall
provide written notice of the expiration date of RCW B82.08.02086 to
the department of revenue, the chief clerk of the house of
representatives, the secretary of the senate, the office of the code
reviser, and others as deemed appropriate by the joint legislative
audit and review committee. In ita review of the program, the joint
legislative audit and review committee should use at least the
following mectrics: Size of the bensafit per household, number of
household beneficiaries statewide, and demographic information of
beneficiaries to include family size, income level, race and
ethnicity, and geographic location.(5) In order teo obtain the data
necessary to perform the review In subsection ({4) of this section,
the joint legislative audit and review committee may refer to the
ramittance data prepared by the department of revenua.

MEW SECTION., Sec. 903. A new section is added to chapter 82.08
RCW to read as follows:

{1} Beginning January 1, 2023, tha tax levied by RCW 82.08.020
doss not apply to the sales of grooming and hygiene products.

Code Rev/CL:eab 57 z=3846.8/26 B8th draft
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{2} For the pucpose of this section, "grooming and hygiene
products®™ means soaps and cleaning solutions, shampoo, toothpaste,
mouthwash, antiperspirants, and sun tan lotions and screens,
regardless of whether the item meets the definition of "over-the-
counter drug," as defined in RCW B82.08.0281.

NEW SECTION, Sec. 904. A new section is added to chapter 82.12
RCW to read as follows:

(1) Beginning January 1, 2029, the tax levied by RCW 82.12.020
does not apply to the use of grooming and hygiene products.

(2} For purpeses of this section, "“grooming and hygiene
products” has the same meaning as provided in section %03 of this
ackt.

gec. 905. RCW B2.04.4451 and 2022 ¢ 295 s 1 are each amended to
read as follows:

(1} In computing the tax imposed under this chapter, a credit is
allowed against the amount of tax otherwise due under this chapter,
as provided in this section. Except for Gtaxpayers that report at
least 50 percent of their taxable amount under RCUW 82.04.255,
B2.04.2901(2) (a), and E2.04.285, the maximum credit for a taxpayer for
a reporting perliod is [ (&&&)) 5110 multiplied by the number of months
in the reporting period, as determined under RCW 82.32.043. For a
taxpayer that reports at least 30 percent of its taxable amgount under
RCW B2.04.255, B82.04.290(2) (a}, and 82.04.285, the maximum credit for
a reporting period is ((#68)) 5220 multiplied by the number of
months in the reporting period, as determined under RCW 82.32.045.

(2} When the amount of tax otherwise due under this chapter is
egqual to or less than the maximum credit, a credit is allowed egqual
to the amount of tax otherwise due under this chapter.

(3} When the amount of tax otherwise due under this chapter
exceeds the maximum credit, a reduced credit is allowed equal to
twice the maximum credit, minus the tax otherwise due under this
chapter, but not leszs than zers.

{4) The department may prepare a tax credic table consisting of
tax ranges using increments of no more than five daellars ang a
corresponding tax credit to be applied te those tax ranges. The table
shall be prepared in such a mannar that no Ttaxpayer will owe a
greater amount of tax by using the table than would be owed DY
pecforming the calculation under subsactions (1) through (3) of this
Code Rev/CL:eab 5B E-3846.8/26 Bth draft
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section. A table prepared by the department under this subsection
must be used by all taxpayvera in tzking the credit provided in this
saction.

Secs. 906. RCW B2.32.045 and 2023 ¢ 374 3 12 are each amended to
read as follows:

{1} Except as otherwise provided in this chapter and subsection
(6) of this section, payments of the taxes imposed under chapters
§2.04, B82.08, B82.12, 82.14, B2.16, and 82.27 RCW, along with reports
and returns on forms prescribed by the department, are due monthly
within 25 days after the end of the month in which the taxable
activitlies occur.

(2) The department of revenue may reiieve any CLaxpayer or class
of taxpayers from the obligation of remitting monthly and may require
the return to cover ather longer reporting pericds, but in no event
may returns be filed for a period greater than one year. Except as
provided in subsection (3) of this section, for these taxpayers, tax
payments are due on or befcre the last. day of the month next
succeeding the end of the pericd covered by the return.

[3) For annual filers, tax payments, along with reports and
returns on forms prescribed by the department, are due on or before
april 15th of the year immediately following the end of the pericd
covered by the return.

(4) The department of revenue may also require verified annual
seturns from any taxpayer, satting forth such additional information
as it may deem necessary to correctly determine tax liability.

{5} Notwithstanding subsections (1) and (2} of this gection, the
department may relieve any perscn of the requirement toe file returns
if the following conditions are met:

{a) The person's value of products, gross proceeds of sales, or
gross income of the business, from all business actlvities taxable
under chapter 82.04 RCW,.is less than ((§+25,986)) 5250,000 per year;

(b) The person's gross income of the business from all activities
taxable under chapter B2.16 RCW im less than 524,000 per year: and

{c}] The person is not reguired te collect or pay to the
department of revenue any cother tax or lee which the departmentz 13
authorized to collect.

(6) la) Taxes imposed under chapter B82.08 or 82.1i RCW on taxable
events that occur beginning January 1, 2019, through June 30, 20189,

Code Rev/CL:eab 55 5-384%6.8/26 8th draftc
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and payable by a consumer directly to the department are due, on
returns prescribed by the department, by July 25, 2019.

(b} This subsection (6) does neot apply to the reporting and
payment of taxes imposed under chapters §2.08 and B2.12 RCHW:

{i} ©On the retail sale or use of motor vehicles, wvessels, or
ailrcraft; or

(ii} By consumers who are engaged in business, unless the
department has relieved the consumer of the reguirement to fila
returns pursuant to subsection (5) of this section.

Sec. 907. RCW 82.04.288 and 2025 c 420 s 201 are each amended to
read as follows:

(1) Beginning January 1, 2026, in additien to all other taxes
imposed under this chapter, persons must pay @ surcharge on
Washingten taxable income over $250,000,000 in a calendar year.

{2} The rate of the tax is 0.5 percent of the amount of
Washington taxable income over $250,000,000.

{3) {a) Any Washington taxable income subject to the tax In RCW
82 .04.29004 is exempt from the surcharge imposed in this geckion.

(B} {1) Any Washington taxable income subject to the manufacturing
tax rates in RCW 82.04.240, 82.04.2404, 82.04.241, 82.04.260,
B2.04.2602, B2.04.287, B2.04.29%09, or B2.04.294(1) 1is exempt from the
surcharge imposed in this section,

{ii} Any Weshington taxable income attributable to the wholesale
or retail sale of products so manufactured by a person subject to the
manufacturing tax rates specified in (b) (i) of this subsection (3) is
exempt from the surcharge imposed in this section.

(iii) Any Washington taxable income attributable to retail sales
that are exempt from the imposition of sales tax in RCW 82.08.0293,
82.08.0297, and B82.08.0281 is exempt Irom the surcharge imposed in
this section.

{iv} Any Washington taxable income subject to the fax rates in
RCW §2.04.260(12) is exempt from the surcharge imposed in this
section.

(v} Any Washington taxable income attributable to the wholesale
or retail sale of petroleum products by a pecson who 1is both located
in a state other than Washington and the owner of such materials
processed for it in Washington by an affiliated processor for hire
subject to the rate in RCW 82.04.280(1) {c), dis exempt from Che
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surcharge imposed in this =seetion. For the purposes of this
gubsection (3)(b)(v), the following definitions apply:

{A) "Affiliated" means a person that directly or indirectly,
through one er more intermediaries, controls, is controlled by, or is
under common control with another person;

{B) "Control"™ means the possession, directly or indirectly, of
more than 50 percent of the powar to direct or cause the direction of
the management and policies of a person, whether through the
ownership of voting shares, by contract, or otherwise; and

{C}) "Petroleum product® has the same meaning as in RCW B2.21.020.

(4} {a} The surcharge imposed under this section does not apply to
taxable income for which a credit is allowed under RCW 82.04.440.

(6} The surcharge imposed under this section does not apply to a
person engaged in business primarily as a farmer or eligible apiarist
as defined in RCW 82.04.213.

(¢} The surcharge imposed under this section does pot apply to a
person subject to the tax imposed pursuant to RCW 82.04.299.

{d) The surcharge imposed under - this section does not apply to
taxable income for wholesale and retail transactions of fuel as
defined in RCW B82.3B.020.

(5} Any income that is exempt from the surcharge imposed undar
this secticn is not included in the calculation of Washington taxable
income in subsection (1) of this section.

(6] This section expires December 31, ((2823)) 2028.

NEW SECTION. Sec. 908. Section 503 of this act applies to taxes
initially due and payable on or after January 1, 2029.

FART X
MISCELLANEOUS

Sac. 1001. RCW 1.90.100 and 2024 ¢ 5 & 1 (Initiative Measure No.
2111) are each amended to read as follows:

{1} HNeither the state nar any county, ecity, or other local
jurisdiction in the state of Washington may tax any individual person
on any form of persconal income. For the purposes of this chapter,
"income™ has the same meaning as "gross income™ in 26 U.5.C. Sec. &1.
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HEW SECTION., Seec. 1002. KULL AND VvOoID. If a court of final
jurisdiction invalidates sectien 201 of this act, this aect is null
and void in its entirety.

MEW SECTION, Sec. 1003. CODIFICATION. Secticns 101 through 704
and 708 through 711 of this act constitute a new chapter inm a new
£:tla in the Revised Code of Washington, to be codified as Title B82A

RCHW.

NEW _SECTION. Sec. 1004. COMFORMING AMENDMENTS. If any
amendments in this aet, or any sections enacted or affected by
chapter . . ., Laws of 2026 (this act), are enacted in a 2026

legislative session that do not take cognizance of chapter . . .,
Laws of 2026 (this act), the code reviser must prepare a bill for
introeduckion in the 2027 or 2028 legislative =session khat
incorporates any such amendments into the reaorganization adopted by
chapter . . ., Laws of 2026 (this act] and corrects any incorrect

cross-rafearences.

HEW SECTION, Sec. 1005, (1) Section 901 of this act takes

affect January 1, 2029.
{2) Refunds may not be provided under section 301 of this act for

any period before January 1, 2028.

MEW SECTION. Sec. 1006. Except as provided In section 202 of
this act, RCW 82.32.805 and 82.32.808 do not apply to this act.

HBEW SECTION. Sec. 1007. The tax Imposed in this act is

necessary for the support of the state government and its existing
public institutions.
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