CODE REVISER USE ONLY

PROPOSED RULE MAKING OFFICE OF THE CODE REVISER
STATE OF WASHINGTON
FILED
DATE: March 24, 2021
CR-102 (December 2017) TIME: g;??m
(Implements RCW 34.05.320)
Do NOT use for expedited rule making WSR 21-07-141

Agency: Department of Revenue

Original Notice
1 Supplemental Notice to WSR
UJ Continuance of WSR

Preproposal Statement of Inquiry was filed as WSR 21-02-051 ; or

1 Expedited Rule Making--Proposed notice was filedas WSR _____; or
[ Proposal is exempt under RCW 34.05.310(4) or 34.05.330(1); or

[ Proposal is exempt under RCW ___ .

Title of rule and other identifying information: (describe subject) WAC 458-20-277 Certified service providers--
Compensation

Hearing location(s):

Date: Time: Location: (be specific) Comment:
April 29, 2021 10:00 am |This meeting will be conducted |Contact Keith Dacus at KeithD@dor.wa.gov for
over the internet/telephone login/dial-in information

Date of intended adoption: May 6, 2021 (Note: This is NOT the effective date)

Submit written comments to:

Name: Matthew Largent

Address: PO Box 47453, Olympia, WA 98504-7453
Email: MatthewL@dor.wa.gov

Fax: 360-534-1606

Other:

By (date)

Assistance for persons with disabilities:
Contact Julie King or Renee Cosare
Phone: (360)704-5733 or (360) 704-5734
Fax:

TTY: 800-833-6384

Email:

Other:

By (date)

Purpose of the proposal and its anticipated effects, including any changes in existing rules: The department is
proposing amending WAC 458-20-277 to incorporate changes to the certified service provider contract adopted by the
streamlined sales tax governing board that became effective January 1, 2021
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Reasons supporting proposal: To explain the role and responsibilities of a certified service provider (CSP) and to explain
the monetary allowances due to a CSP with respect to specified sellers collecting and remitting retail sales and use tax in
Washington..

Statutory authority for adoption: RCW 82.32.300, 82.01.060(2), and 82.32.715.

Statute being implemented: RCW 82.32.020, 82.32.715, 82.58.030 and 82.58.080

Is rule necessary because of a:

Federal Law? O Yes No
Federal Court Decision? O Yes No
State Court Decision? O Yes No

If yes, CITATION:

Agency comments or recommendations, if any, as to statutory language, implementation, enforcement, and fiscal
matters:

Name of proponent: (person or organization) Department of Revenue I Private
UJ Public
Governmental

Name of agency personnel responsible for:

Name Office Location Phone
Drafting: Matthew Largent 6400 Linderson Way SW, Tumwater, WA (360) 534-1590
Implementation:  John Ryser 6400 Linderson Way SW, Tumwater, WA (360) 534-1605
Enforcement: John Ryser 6400 Linderson Way SW, Tumwater, WA (360) 534-1605
Is a school district fiscal impact statement required under RCW 28A.305.1357 ] Yes No

If yes, insert statement here:

The public may obtain a copy of the school district fiscal impact statement by contacting:

Name:

Address:

Phone:

Fax:

TTY:

Email:

Other:

Is a cost-benefit analysis required under RCW 34.05.328?

Yes: A preliminary cost-benefit analysis may be obtained by contacting:
Name: Matthew Largent
Address: 6400 Linderson Way SW, Tumwater, WA 98504
Phone: 360-534-1590
Fax: 360-534-1606
TTY:
Email: MatthewlL @dor.wa.gov
Other:

U No: Please explain:
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Regulatory Fairness Act Cost Considerations for a Small Business Economic Impact Statement:

This rule proposal, or portions of the proposal, may be exempt from requirements of the Regulatory Fairness Act (see
chapter 19.85 RCW). Please check the box for any applicable exemption(s):

[ This rule proposal, or portions of the proposal, is exempt under RCW 19.85.061 because this rule making is being
adopted solely to conform and/or comply with federal statute or regulations. Please cite the specific federal statute or
regulation this rule is being adopted to conform or comply with, and describe the consequences to the state if the rule is not
adopted.

Citation and description:

I This rule proposal, or portions of the proposal, is exempt because the agency has completed the pilot rule process
defined by RCW 34.05.313 before filing the notice of this proposed rule.

1 This rule proposal, or portions of the proposal, is exempt under the provisions of RCW 15.65.570(2) because it was
adopted by a referendum.

1 This rule proposal, or portions of the proposal, is exempt under RCW 19.85.025(3). Check all that apply:

O RCW 34.05.310 (4)(b) ] RCW 34.05.310 (4)(e)
(Internal government operations) (Dictated by statute)
O RCW 34.05.310 (4)(c) ] RCW 34.05.310 (4)(f)
(Incorporation by reference) (Set or adjust fees)
O RCW 34.05.310 (4)(d) ] RCW 34.05.310 (4)(g)
(Correct or clarify language) ((i) Relating to agency hearings; or (ii) process
requirements for applying to an agency for a license
or permit)

I This rule proposal, or portions of the proposal, is exempt under RCW
Explanation of exemptions, if necessary:

COMPLETE THIS SECTION ONLY IF NO EXEMPTION APPLIES
If the proposed rule is not exempt, does it impose more-than-minor costs (as defined by RCW 19.85.020(2)) on businesses?

No  Briefly summarize the agency’s analysis showing how costs were calculated. This rulemaking does not impose
any costs on businesses not otherwise imposed by statute or by businesses voluntarily agreeing to perform obligations in
exchange for the compensation described in this rulemaking.

[ Yes Calculations show the rule proposal likely imposes more-than-minor cost to businesses, and a small business
economic impact statement is required. Insert statement here:

The public may obtain a copy of the small business economic impact statement or the detailed cost calculations by
contacting:

Name:
Address:
Phone:
Fax:
TTY:
Email:
Other:

Date: March 24, 2021 Signature:

Title: Rules Coordinator

Name: Atif Aziz /Még
[ 7By
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

AMENDATORY SECTION (Amending WSR 16-06-040, filed 2/24/16, effective
3/26/16)

WAC 458-20-277 Certified service provider((s))—Compensation.
(1) Introduction.

(a) Washington has entered into the streamlined sales and use tax
agreement (SSUTA) pursuant to RCW 82.58.030. Washington became an as-
sociate member state on July 1, 2007, and was granted full membership
status as of J 1, 2008.

(b) This e explains ((eompensatieon—paid—+e)) the monetary al-
lowances foumn =1t ied service providers (CSPs) ((as—defined—3nRCW))
with respe ompensated sellers (also referred to as "model 1
sellers" 32.020, 82.32.715, and 82.58.080. The rule also

lists &z sponsibilities applicable to these CSPs when col-
lect] J retail sales and use taxes 1in Washington.
on—Julty—1,—2008 ee R—5089
battoae »fnpyarm e~ 2 14
oS LT TT O T O T T T TTTIOT T 1T

this—rute—are))
for periods beginning January 1, 2021,
and is g ified in the CSP contract approved by
the streamlined sales g board as of Augqust 31, 2020, to be
effective January > 2 ontract). The CSP contract is the
agreement execute etweea CSP and the streamlined sales tax gov-
erning board und which |CS orm services in SSUTA associate and
member states. To the extent =re is a conflict between RCW 82.32.715
and the CSP contract, RCW/ 82.32.715 contreis.

(d) For periods pri to Janua . 2021, refer to terms of the
applicable CSP contract effect prior period.

(e) For more infor ion UTA visit the SSUTA website
located at: http://www.stre@mline .org. The SSUTA website may
include a list of the curre membe [ states, information
concerning the CSP contract, CSP ce a list of current
CSPs, and other information reference Lhe SSUTA website
is not maintained Dby Washington ] of revenue
(department) ( (—Fhese—referenced—w ain recommen-
dations or provisions that require a w prior to
becoming effective in Washington.

(2) (( o> —compensa oOn O Fot+untees = = < .

(a) What is a CSP for purposes of this rule? A CSP is a ent of
the CSP-compensated seller certified under the SSUTA to pe (e
£f)) a seller's retail sales and use tax functions, ot he
seller's obligation to remit retail sales and use tax o ur-

(

TT

£ o 74 s
. AR L), V1O 1T

www—SEreamtinedsatestaxorg~)) The sales and use
plated are those services necessary to:

(1) Set up and integrate a CSP's certified automated system with
a seller's system, including a product mapping process;

(1ii) Calculate the amount of tax due on a transaction at the time
of sale, including determining the Jjurisdiction to which each of a
seller's transactions 1is sourced, determining whether the transaction
is subject to tax, and determining the amount of state and local sales
or use tax due on the transaction;

(1ii) Generate and file the required sales and use tax returns,
including compiling and maintaining the required data, preparing the

chases. (
TN + lalal») + +
1 Ly J L (=) T
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

simplified electronic return (SER), filing the required SER, and re-
mitting tax funds;

(iv) Respond to and provide supporting documentation with respect
to notices and sales tax and use tax audits;

(v) Protect the privacy of tax information it obtains; and

(vi) Maintain compliance with the streamlined organization's min-
imum standards for certification.

(b) What is a ((wvelunteer)) CSP-compensated seller? A ((wvotun—
£eer)) CSP-compensated seller is ((amy)) a seller that has selected a
CSP, as agent, goto perform ((ar+—e£f)) that seller's retail sales and
use tax funcs as descrlbed 1n subsection (2)(a) of this rule,

has ((ve%aﬁ%afi%y)) registered

o a'a) D) W W I W W
O Y &

v

ed sales tax registration system (SSTRS),
and meet f to qualify as a CSP-compensated sellexr
under the . of the CSP contract.

(c) Wha are me = and associate member states? Member
states are those S ave petitioned and been granted full
membership under ; ate member states are those states
that have petiti gnated associate member status under
the SSUTA. ( (Wast S e e aEe—on—Juty -

Aa gEoen e oft—duly—15

A a
+ 1 2 e ) My
I S d O

= ’
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v
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(d) What are monets W a condition of becoming an
associate member and membe 3 ngton has agreed to permit
CSPs to act as agents for “sSellers 0llectin nd remitting sales
and use taxes in Washington. Washing provide monetary
allowances to CSPs acting as agents CSP-compensated
sellers. A CSP will obtain these myg y retaining a
portion of the Washington retail sz axes covered
by the SSUTA that they collect. Ho s will not
reduce the retail sales and use taxes mitted to
local taxing jurisdictions. The calcul
ces 1is discussed in subsection (3) of this rule.

(e) What is a certified automated system (CAS)? A certi
mated system is software certified by Washington under

calculate the sales and use tax imposed by each taxing
a transaction; to determine the amount of tax to remi
tain a record of the transaction.

(3) How are monetary allowances calculated? formula for de-
termining monetary allowances ((is—set—foerth)) in this rule is guided
by the compensation formula set out in Section D.5 of the CSP con-
tract. This monetary allowance is the CSP's sole form of compensation
with respect to ((wedtumteer)) CSP-compensated sellers ((dgring—the

and to main-

term—of—theCSP——contract—and)). The formula is the same with respect
to all CSPs.
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

Base
$6-00 - $256,060 8%
2%))

as _a
Washingt

2s that are covered by the SSUTA due to

€ with gross sales in preceding calen-
dar year 1le an A 00,000. For CSP-compensated sellers
with gross sales iz ' s than or equal to $100,000 in the
preceding calenda ~ar, ance equals six percent of the first
58,000 of taxes Je in T in the calendar vear. Thereafter,
the allowance 1is  'five perxee taxes due in Washington that exceed
58,000 but do not exceed/$500,000 in the.,calendar vear, and two per-
cent of the taxes due in shington in ss of the first $500,000 in
the current calendar yea

(b) CSP-compensated selle oss sales in the preceding
calendar year exceeding $108€ )0. @SP-compensated sellers who had
gross sales in Washington exc¢eeding 100,000 in e preceding calendar
vear, the allowance equals five per of the £ $500,000 of taxes
due in Washington and two percent of he tax du in Washington in

excess of the first $500,000 in the ¢ ent @ "ndar Y.

(4) Change in status of CSP-co sate lers.

(a) Can ((welunteer)) CSP-compensa ers lose _ ((wolunteer
seller)) CSP-compensated seller status fotunteer)) CSE ompensated

seller status ceases when ((¥he—selter—eonduets) as a resukt of ac-
tivities the seller conducts in Washington ( (that—weuld—rcguire the

traet)), the seller fails to meet one or more of the crite re
for qualification as a CSP-compensated seller identified subsec
(2) of this rule.

(b) Seller statements. Each ( (wetunteer)) CSP-
must periodically send written statements or writ representations
(statement) to the CSP verifying that the seller continues to qualify
as a ((wetunteer)) CSP-compensated seller in Washington. The ((wetun—
feer)) CSP-compensated seller must send the first statement twenty-
four consecutive months from the date on which the CSP began remitting
sales and use taxes for the ((votunteer)) CSP-compensated seller in
Washington. Subsequently, ((woturteer)) CSP-compensated sellers will
send a statement every ((twelve——econseceutive months thereafter)) year.

on

ensated seller

A CSP may request a statement verifying a seller's ((wvotunteer)) CSP-
compensated seller status at any time. The—CcSPmust—notifyv—the—d
Y
Bartmant il Ao ~ a1l ] P | anco sz lii~t v ao~1] v ot oo PNV R T ST AP NN T B i1
t/(_/LJ_L_,J.I.l\_,J.J.L_, WIT T (&8 [S ]\ P N E W i N WP W R ) vV O LTTOUITCT 1 (W] UPI Eiu S S o C AT TS BN AW S CTITT 15 [ N SN W N S
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

that—+the—seller is ne—Jlenger—a—volunteersellter-)) If the statement

indicates a seller is no longer a CSP-compensated seller, the CSP must
provide notice of the change in status. The change in status is then
effective on the first day of the month following the calendar month
the statement was obtained. A CSP-compensated seller's failure to re-
spond to CSP may result in that person losing its status as a CSP-com-
pensated seller

(c)
entitled to

monetary allowances terminate? Generally, a CSP is
monetary allowances granted prior to receiving a
that the seller has lost ((wetumteer)) CSP-com-—
s. However, entitlement to monetary allowances
day of the month following ((reeeipt—of—such
change in status. Regardless, a CSP will be en-
es for services performed under this rule
) CSP-compensated seller for a period of
on the date the CSP commenced remitting
5 )) CSP-compensated seller in
consecutive months later). If a CSP
e seller is determined not to be a
ill forfeit compensation and such
the later of the due date of the
seller lost its status as a CSP-com-
Washingtonemay also challenge the sta-
6 > believes it does not meet

Washington and
fails to obtain a
CSP-compensated
compensation wilk
missing statement or the
pensated seller. Additio
tus of a CSP-compensated
the requirements for a Cg

((#4r)) (5) CSP rigt ities.

(a) Responsibility c » nd use taxes. A CSP is lia-
ble to the member states tes for the retail
sales and use taxes on the sales tra ' processes.

If the CSP does not remit the co i es and use tax-
es when due, those taxes are deling ‘ send a notice
of delinquency to a CSP for these d SP must then
remit the delingquent taxes within te hat notifica-
tion. If the CSP does not remit the d

business days, the CSP is not entitled re-
spect to the delinquent taxes and is liable for the payme the
taxes along with penalties and interest. However, if the ta de-
linquent because a seller has not remitted part or all in-

quent taxes to the CSP, the CSP will be given relief
notifies the department and timely files the required
to obtain this relief, the CSP must notify the depar
er's failure to remit the retail sales and use t to the CSP and
file the required return within ten business days of¥the date on which
those delinquent taxes should have been remitted to the department. If
the CSP has timely filed the return without payment and provided the
notice required under the CSP contract, and the seller subsequently
remits the taxes due to the CSP within sixty days of the due date of
the remittance, the CSP will still be entitled to the monetary allow-
ance provided in the CSP contract for those taxes, provided the CSP
remits the taxes due to Washington within ten business days after re-
ceiving the taxes due from the seller. Notice by the CSP under this
subsection must be provided consistent with the notice provisions con-
tained in the CSP contract.

rn. In order
of the sell-
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

(b) CSP liability relief. The department is responsible for main-
taining the state's taxability matrix.

(1) A CSP is not liable for charging or collecting the incorrect
amount of sales or use tax where that error results from reliance on
incorrect data provided in the department's taxability matrix, or from
tax rates, boundaries, and taxing Jjurisdiction assignments listed in
Washington's rates and boundaries databases.

(ii) Beginning July 1, 2015, if the taxability matrix is amended,
sellers and certified service providers are relieved from liability to
the state and local jurisdictions to the extent that the seller or
certified ser provider relied on the immediately preceding version
bility matrix. Relief under this subsection ((443))
] is available until the first day of the calendar
month th ] thirty days after the department submits notice
of a ch state's taxability matrix to the streamlined sales

tax g

of the taxability matrix, visit the SSUTA
websit inedsalestax.org. Additionally, CSPs will
be held ] ] for sales and use taxes, interest, and

penalties ected due to reliance on Washington's
certificatio ¢ \ Pursuant to RCW 82.58.080, sellers
that contract with : iable to Washington for sales or use
tax due on tran by the certified service provider
unless the sellé& e type of items it sells or commits
fraud.

(c) Seller's contrac i A CSP must provide the de-
partment with a copy of
quested.

(d) Credits or reft
the behalf of a seller,
on bad debts. Bad debts hawve
Section 166, as amended in 2003. Bad
curred in collecting bad debts; repog
on property in the possession of tkh
price has been paid. See RCW 82.08.
for more information regarding bad d

(e) Retention of personally i
With limited exceptions, CSPs must per

to bad debt. A CSP may, on
refunds for sales taxes paid

lude expenses in-
and amounts due
full purchase
C 458-20-196

taining personally identifiable consumer information. A CSP retain
personally identifiable consumer information only as lon it is
needed to ensure the validity of tax exemptions or to sh n-

ded use of the goods or services purchased. See RCW 82. ore
information regarding personally identifiable consumer

(f) Filing of tax returns and remittance of re sales and use
taxes. CSP will file retail sales and use excis returns using
Washington's electronic filing system (E-file). CSPsYwill remit retail
sales and use taxes due with respect to these returns using ACH Debit,
ACH Credit, or the Fedwire Funds Transfer System.
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