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This draft is provided for discussion purposes only to determine what topics a
possible proposed rule might address. This discussion draft is under no
circumstances to be used to determine a tax liability and/or eligibility for
tax exemptions.

AMENDATORY SECTION (Amending WSR 06-23-066, Ffiled 11/9/06,
effective 12/10/06)

WAC 458-20-22802 Electronic ((¥funds—transfer)) fTiling and
payment. (1) Introduction. The department of revenue makes
electronic filing (also known as e-file) and electronic payment
(also known as e-pay) available to taxpayers. Chapter 176, Laws
of 2009 (Substitute Senate Bill No. 5571) requires certain

taxpayers ((are—reguired)) to file and pay ((the)) excise taxes
((reported—on—the combined—excise tax—return—with—an electronic
funds— transfer—(EFH-——RCW—82.32.-080)) electronically.

Taxpayers who are not specifically required to file or pay ((by

EFF—may—stirH—use —this—method—oF—payment—iF—they—notify—the

department—of —thelr—desire—topay by EFF—nr—advance—of making
their—First EFFpayment)) taxes electronically are encouraged to

voluntarily take advantage of e-file and e-pay. Taxpayers who
are ((etther)) required ((or  voluntarily  choose)) to
electronically file or pay their excise tax returns ((by—EFF))
must furnish the department with the necessary information((s-—as
deseribed—in—subsection(9)—of this—section)) by creating an on-
line account with the department before attempting to send their
first electronic fTiling or payment (see subsection (2)(b) of
this section).

Electronic Tiling (e-file) and electronic payment (e-pay)
are available for taxes reported on the combined excise tax
return, which iIncludes those taxes administered by the
department under chapter 82.32 RCW. That does not include city
and town taxes on fTinancial institutions (chapter 82.14A RCW),
county tax on telephone access lines (chapter 82.14B RCW),
cigarette tax (chapter 82.24 RCW), leasehold excise tax (chapter
82_.29A RCW), and forest tax (chapter 84.33 RCW).

(2) ((beFmnrtions—For—the purposes—ofF—this—section,—the
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()—"ACH—CCD—+addenda™ and—""ACH—CCD—+ record" mean—the
Snf - - - od A I I I

ACH debit transaction to occur.)) Filing tax returns
electronically using e-file. Many common reporting errors are
preventable when taxpayers take advantage of the department®s
electronic filing (e-file) system. E-file iIs an internet-based
application that provides a secure and encrypted way for
taxpayers to fTile and pay many of Washington state"s business
related excise taxes on-line. The e-file system helps taxpayers
by automatically performing math calculations and checking for
other types of reporting errors. Using e-file helps taxpayers
avoid penalties and interest related to unintentional
underpayments and delinquencies.

(a) Taxpayers who are assigned a monthly reporting
frequency by the department, and those taxpayers who volunteer
to report on a monthly basis, are required to use e-file (and e-
pay). Those same taxpayers must continue to use e-file (and e-
pay) even if they are subsequently assigned some other reporting
frequency. IT good cause exists, the department may waive the
e-file (and e-pay) requirement for any taxpayer. The department
may choose to make that waiver either temporary or permanent.

(b) In order to use e-file (or e-pay), a taxpayer must
first go to the department®s internet site (http://dor.wa.gov)
home page, click the link for filing taxes on-line, and follow
the i1nstructions for setting up an on-line "My Account.”™ Help
setting up an on-line account is available toll-free at 1-877-
345-3353 during regular business hours.

3) ((Ia%payeFs—FeqH+Fed—te—pay—by—EF1T——Iaxpayers—whe—have
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year-)) Paying taxes electronically using e-pay. E-pay iIs an
electronic alternative to making tax payments with a paper
check. Those taxpayers who are required to use e-file to submit
their tax return (see subsection (2) of this section) must also
use e-pay to pay the associated taxes. For a taxpayer who 1Is
required to use e-pay, electronic funds transfer (or EFT) must
be wused, unless the department specifically authorizes some
other type of electronic payment for that particular taxpayer.
(a) Payment by e-check. Taxpayers who wish to make their
payment by e-check are redirected to the web site of the
department™"s bank when they submit their electronic return.
Taxpayers provide their checking account number as a way of

authorizing a one-time payment transaction. The department”s
bank charges a nominal convenience fee for using the service.
(b) Payment by credit card. Payment by credit card is

available using American Express, Discover, Visa, or MasterCard.
Taxpayers who wish to make their payment with one of these
credit cards are directed to the web site of a third-party,
nonstate vendor when they submit their electronic return.
Taxpayers then provide their credit card number in the same
manner as with any other credit card payment transaction. Each
credit card company iImposes a service fee, to be paid by the
taxpayers.

(c) Payment by electronic funds transfer (EFT). EFT i1s a
method of transferring funds from a taxpayer®s bank account into
the department®s bank account.

(1) EFT definitions. For the purposes of this section, the
following terms and definitions will apply:

(A) "Electronic funds transfer'™ or "EFT" means any transfer
of funds, other than a transaction originated by check, draft,
or similar paper instrument, which is initiated through an
electronic terminal, telephonic 1iInstrument, or computer or
magnetic tape so as to order, instruct, or authorize a financial
institution to debit or credit an account.

(B) "Automated clearing house™ or "ACH"™ means a central
distribution and settlement system for the electronic clearing
of debits and credits between financial institutions.

(C) "EFT debit" means the electronic transfer of funds
cleared through the ACH system that is generated by the taxpayer
instructing the department®s bank to charge the taxpayer®s
account and deposit the funds to the department"s account.

(D) "EFT credit” means the electronic transfer of funds
cleared through the ACH system that is generated by the taxpayer
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instructing the taxpayer®"s bank to charge the taxpayer®s account
and deposit the funds to the department"s account.

(E) '"Department"s bank' means the bank with which the
department of revenue has a contract to assist in the receipt of
taxes and includes any agents of the bank.

(F) "Collectible funds™ actually means collected funds that
have completed the electronic funds transfer process and are
available for immediate use by the state.

(G) "ACH CCD + addenda™ and "ACH CCD + record"™ mean the
information in a vrequired ACH format that needs to be
transmitted to properly identify the payment.

(H) "Service access key"™ means a unique code that allows an
EFT debit transaction to occur.

(i1) EFT methods. Taxpayers required to pay by EFT must do

so through the use of the EFT debit or EFT credit methods. In
an emergency, the taxpayer should contact the department for
alternative methods of payment. Contact information will be

included in the notification materials sent to all EFT
remitters.

(iii) Form and contents of EFT. The form and content of
EFT will be as follows:

(A) If the taxpayer wishes to use the EFT debit system, the
taxpayer will furnish the department with the information needed
to complete the transaction. The department®s bank will provide
a service access key only to the taxpayer and all transactions
must be initiated by the taxpayer. A service access key is not
required when the taxpayer also uses e-file.

(B) If the taxpayer wishes to use the EFT credit system,
the taxpayer is responsible to see that its bank has the
information necessary for timely completion. The taxpayer must
provide the information necessary for i1ts bank to complete the
ACH CCD + addenda for transmittal to the department®s bank.

(C) If the taxpayer is not a taxpayer that i1s required to
e-file and e-pay, and wishes to use an electronic payment method
other than EFT, the taxpayer must obtain the approval of the
department for the desired method of payment and must provide
any information necessary for timely processing of the payment.

(iv) Due date of EFT payment. The EFT payment is due on or
before the next banking day following the tax return due date.
An EFT payment made using the EFT credit method is timely when
the state receives collectible U.S. funds on or before 5:00
p.m., Pacific Time, on the EFT payment due date. An EFT payment
made using the EFT debit method is timely if the payment 1is
initiated on or before 11:59 p.m. Pacific Time on the tax return
due date, and the effective date for that payment is on or
before the next banking day following the tax return due date.
The ACH system, either with an EFT debit or EFT credit method
payment, requires that the necessary iInformation be in the
originating bank®"s possession on the banking day preceding the
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date for completion of the transaction. Each bank generally has
its own transaction deadlines and it is the responsibility of
the taxpayer to insure timely payment.

(A) The tax return due date is the next business day after
the statutory due date if the statutory due date falls on a
Saturday, Sunday, or Jlegal holiday. Legal holidays are
determined under state of Washington law and banking holidays
are those recognized by the Federal Reserve System in the state
of Washington.

(B) Example. The tax return due date is December 25th, a
legal and banking holiday, which, for the example, falls on a
Friday. The next business day is Monday, December 28th, and
this is the new tax return due date. Any EFT must be completed
by 5:00 p.m., Pacific Time, Tuesday, December 29th, which i1s the
next banking day after the new due date. For an EFT debit user,
this means the department®™s bank must have the appropriate
information by 5:00 p.m., Pacific Time, on Monday, December
28th.

(4) ((Faxes—covered—TFhe taxes—covered—by—the EFTF—payment
are—taxes—reported—on—the—combined—excise—tax—returhi—TFhe

-(5})) Electronic refunds ((by—EFF)). No electronic

adjustments, reversals, or refunds are made directly against
taxpayer credit card accounts or on e-check transactions.
Overpayments of tax will be either retained by the department to
be credited to future tax Hliabilities or, at the taxpayer"s
request, will be refunded. |If the taxpayer ((¥#s—¥reguired—to—pay
the)) pays taxes on the combined excise tax return by EFT, the
taxpayer 1is entitled to a refund of those taxes by EFT.
However, 1T the taxpayer wishes to have the refund made by EFT,
the taxpayer must provide the department with the information
necessary to make an appropriate EFT or the refund will be

issued as a ((warrant—€)) paper check((®)).-
C = i

[ 5] 0OTS-2856.2



5:00—p-m——PaciFicTime;—onMonday;—December28¢h-
€8))) (5) Coordinating a_paper return and an_electronic

payment. ((Fhe—Filed)) Unless a taxpayer is required to use e-
file and e-pay, a taxpayer can iIn some cases file a paper return
with the department while at the same time voluntarily making
the associated payment electronically.

(a) When a taxpayer (who is not already required to e-fTile
and e-pay) receives approval from the department to voluntarily
use EFT as a payment method, the return, when submitted in paper
format, and the EFT payment will be coordinated by the
department. A return will be considered timely filed only if it
iIs received by the department on or before the due date. If the
return iIs sent by United States mail, 1t will be considered
received on the date shown by the post office cancellation mark
stamped on the envelope. RCW 82.32.080. ((r—additions)) IT
the return 1is submitted to one of the department®s Tield
offices, it will be considered received on the date shown by the
date stamp applied at the Tield office. The associated EFT
payment must be received by the next banking day after the tax
return due date. IT both events occur, there i1s timely filing
and payment and no penalties apply.

(((9) Form and contents of EFT. The form and content of
EFF—wiH-be-as FolHows=
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€16))) (b) When a taipayer (who i1s not already required to

e-file and e-pay) is approved by the department to use a credit
card or e-check as a payment method, a return submitted in paper
format and the electronic payment will be coordinated by the
department. The return will be considered timely as described
in (a) of this subsection. The electronic payment is considered
timely as 1long as the payment 1is initiated and submitted
sometime before the end of the due date.

(6) Crediting and proof of payment. The department will
credit the taxpayer with the amount paid as of the date the
payment is received by the department®s bank. The proof of
payment by the taxpayer will depend on the means of
transmission.

(a) An ACH debit transaction may be proved by use of the
verification number received from the department®s bank that the
transaction was initiated and bank statements or other evidence
from the bank that the transaction was settled.

(b) An ACH credit transaction is initiated by the taxpayer

through the taxpayer®s bank. The taxpayer 1is responsible for
completion of the transaction. The taxpayer generally will be
given a verification number by the taxpayer"s bank. This

verification number with proof of the ACH CCD + record showing
the department®s bank and account number, plus confirmation that
the transaction has been settled will constitute proof of
payment.

(c) Taxpayers using any other electronic payment method are
responsible for completion of the transaction. Proof of payment
will include transaction initiation date and any other evidence
from a fTinancial institution or creditor that the transaction
was settled.

(D)) (@) Correcting errors. Errors in the (((EFF))
electronic payment process will result In either an underpayment
or an overpayment of the tax. In either case, the taxpayer

needs to contact the department to arrange Tfor appropriate
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action. Overpayments may be used as a credit or the taxpayer
may apply for a refund. The department will expedite a refund

where i1t 1Is caused by an error iIn transmission. Underpayments
should be corrected by the taxpayer immediately to avoid any
penalties.

((&&»)) (8) Penalties. There are no special provisions
for penalties when payment is made by ((EFF)) electronic means.
The general provisions fTor all taxpayers apply. To avoid the
imposition of penalties, it is necessary for the payment to be
timely. WAC 458-20-228 discusses the various penalties that may
apply and the Ilimited circumstances under which they may be
waived.

(a) In an ACH debit transaction, the department®s bank is
the originating bank and 1s responsible for the accuracy of
transmission. IT the taxpayer has timely initiated the ACH
debit, received a verification number, and shows adequate funds
were available iIn the account, no late payment penalties will
apply with respect to those funds authorized.

(b) In an ACH credit transaction, the taxpayer®s bank is
the originating bank and the taxpayer 1i1s primarily responsible
for i1ts accuracy. The taxpayer must have timely initiated the
transaction, provided the correct information for the ACH CCD
+ record, and shown that there were sufficient funds iIn the
account, in order to prove timely compliance. IT the taxpayer
can make this showing, then no late payment penalties will apply
((as)) with respect to those funds authorized iIf the transaction
is not completed.

(c)_((Wi?h—thg—usejef—?thef—eiegtFenie—payﬁeﬁt—methedsT—the

taxpayer®s Tinancial institution 1i1s the originator of the
payment—transaction)) When a payment is made using e-check, the
department"s bank i1s the originating bank and i1s responsible for

the accuracy of transmission. IT the taxpayer has timely
initiated and submitted the e-check payment while there were
sufficient funds i1In the account, no late payment penalties will
apply to those funds authorized.

(d) When a payment is made using an approved credit card,
the credit card company acts as the taxpayer®s payment agent and
the taxpayer 1is primarily responsible for the accuracy of

((th#s)) the transaction. ((Fhe—taxpayer—must—have—thnely
SN | ¢ " | ol I I Efic

funds—in—the account—in—orderto prove timely compliancer)) |IF
the taxpayer can ((make—this—showings—then)) prove the payment

was initiated and submitted timely, no late payment penalties
will apply ((as)) to those funds authorized ((#F—the—transaction

+s—hot-completed)).
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