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Bill to Engrossed -- Enacting a tax on stocks, bonds, and other financial intangible assets for the benefit of public
schools.

Deletions straek - Insertions underlined

S-2248-5ENGROSSED SENATE BI LL 5797 State of Washington 69th Legi sl ature 2025 Regul ar Session By Senators
Frane, Dhingra, Alvarado, Batenan, Hasegawa, Lovelett, Nobles, Pedersen, Ranps, Riccelli, Stanford,
Trudeau, Val dez, \Wellman, and C.

AN ACT Relating to enacting a wealth tax on stocks, bonds, and other financial intangible assets for the
benefit of public schools;

1 SBESB 5797 associated with serving the needs of students with disabilities and the grow ng daily
operating costs of districts.

The legislature intends to levy a wealth tax of $103$5 on every $1,000 of the true and fair val ue of
certain financial intangible assets, such as stocks and bonds, while exenpting retirenent savings,

col | ege savings, and ownership interests in private conpani es and partnerships.

Additionally, to continue to nmake progress toward the state having a fair and bal anced tax systemthat
works for all residents, the legislature intends to exenpt stocks—~up bends—to ard$50, 000, 000 ethexin
H-Rrahci-al—i-At-angi-bl-e—asset-s—if—the—conrbi-red-true and fair value of suchtaxabl e assetsfinanci al

ownedi nt angi bl e byasset s. -the—persor—is—tess—1thanr—$50.-000000—

Revenues generated fromthis tax will be dedicated to the education |egacy trust account for the support
of public schools, early learning, child care, and higher education.

By exenpting ak-up stecks~to bends—$50, 000, 000 andin ethertrue H-hranreialand ptangi-blef air assetsval ue
ownedof byt axabl e afinanci al persenintangi bl e w-th-tess—t-har—3$50-000-000—cF—such—assets, this tax is
estimated to inpact just 4,300 Washi ngtoni ans, taking a significant step toward reducing the

di sproportionate reliance on | ow and m ddl e-i ncome—households—to—fund p.

2 SBESB 5797_househol ds to fund public schools as we strive to neet our state's paranount duty and honor
our conmtment to our Kkids.

3 SBESB 5797 contracts, favorable financing agreenents, reputation, exceptional nanagenent, prestige,
good nane, integrity of a business, private nongovernnental personal service contracts, and private
nongovernmental athletic or sports franchi ses or agreenents.

4 SBESB 5797 (ii) "Close associates" nmeans natural persons who are in close association w th another
natural person by reason of a family, marital, personal, or business relationship.

The tax equal s $10$5 per $1,000 of the true and fair value of a resident's taxable worldw de intangible
assets.

5 SBESB 5797 trust is treated as an inconplete gift under Title 26 U. S.C.

(7) Al nmoneys collected fromthe intangible assets tax nust be deposited into the stateeducation
generall egacy fFuhdirust feraccount thecreated supportin o~RCW cormpr83. 100. 230. —schooks—

6 SBESB 5797 (B) Any other circunstance that, in the departnent's judgnment, renders the filing of a
joint return mani festly unreasonabl e.

7 SBESB 5797 four years after the year in which a return is filed under section 4 of this act except as
provi ded in RCW 82. 32. 050(4).

(1) FihancialUp Fptangi-blet 0 assets$50, 000, 000 ewnedof by—a Mashingtontaxpayer's residentfinanci al whe
oms—mx-l-dw-de—l ntangi bl e assets not exenpt under subsectlons (2) through (13) of this sestionsection.

A taxpayer nmay only exenpt an asset, under this subsection (1), in its entirety fromthe tax inposed
under this chapter.

The departnent nust disallow the exenption under this subsection (1) of any asset if such exenption
would result in a taxpayer exenpting any conbination of nore than $50, 000, 000 of assets fromthe tax
inposed under this chapter for the tax year.

A Washi ngton resident clainng an exenption under this subsection (1) nust identify each asset, along
with the asset's true and fair value as of Decenber 31st of the tax year, for which they are claimng
the exenption in a form and manner prescribed by the departnent.

For _purposes of this exenption, both spouses or state registered donestic partners are considered to be
one taxpayer.

I f the departnent authorizes the filing of separate returns for a tax year, each spouse or state

regi stered donestic partner nmay exenpt up to $25,000,000 of their financial intangible assets under this
subsection (1) for that tax year;

457(b) of the iwternalp..

describedin-Title 26 11 .S C




8 ESB 5797 internal revenue code, an individual retirenent account or individual retirenent annuity
described in Title 26 U S. C

p—~(9) Any obligations or evidences of debt of the United States and obligations of United States
gover nnent _agenci es_and _corporations _established by acts of the congress of the United States to the

extent required by federal |law to be exenpt fromtaxation by the states;

(1) Financial intangible assets subject to a simlar tax legally |erosed on the property and paid by the
9 ESB 5797 taxpayer to another state for the sanme tax year are exenpt fromtaxation.
p—~NEW SECTI ON.

AQ

10 ESB 5797 (3) Any deternination under this section nust be made w thout regard to community property
| aws.

p—~(6)(a) Notwi thstanding any other provision of this section, an individual seeking relief under this
section may not seek relief for taxes on intangible assets derived fromdisqualified assets.

No relief granted under this section nay reduce the eon@-nedp_—Laa&Lha-bJ—LhLy—oi—lAdJ—W—duaJ@—mqm—ped—Lg
R e —a— et iR —uhder—Fhi-s—shapher—-R—aRy i — gl B R— ot —y e 0 —
(8311 ARyESB +eli-ef5797 grantedconbi ned whdert ax thi-sliability seestisenrof sy ndividual s setrequired

Fesutto hjointly anfile ihRereasea hAreturn the—exenpti-or—arpunrt—under sect+-onthis 6chapter (i n efany
thisgi ven aet—tax year.

Not-hi-hg(8) hAny thisrelief sestiorgranted sha 3 : } d
HHte—a—returp—under this chaptersection tenmay c-l-a-l-nmot aresul ean@-nedl n exen@t-l-anan u-nd-em ncrease

secti-oni N 6(l)—of—thi-s—act—exceedi-rg—t he H-mtexenpti on establi-shedanpunt rRunder section 6(1) of this
act .

Nothing in this section shall be construed to permt individuals required to jointly file a return under
this chapter to claima conbined exenption under section 6(1) of this act exceeding the limt
established in section 6 (1) of this act.

(10) The department may by rule provide a nmethod or nethods for allocating assets between individuals
required to jointly file returns under this chapter in cases where one of the individuals is p~granted
relief under this section.

ot . .
After the conference t he departnent rray rrake such dex-ex-m-nau-onp_—as—n:a-y—a-p-pea-r—Lo—H—Lo—be—]-us-t—an-d

12 ESB 5797 determination as nmay appear to it to be just and lawful and shall mail a copy of its
determ nation to the petitioner, or provide a copy of its determnation electronically as provided in
RCW 82. 32. 135.

A petition under this subsection (3) is due within 30 days after the date the departnent p-issued its
denial _of relief under section 8 of this act.

13 ESB 5797 (3) The penalty inposed in this section is in addition to any other applicabl e penalties

i nposed under_this chapter or chapter 82.32 RCWon the sane tax due, except for the penalty inposed in
RCW 82. 32. 090( 7).

p—NEW SECTI ON.

42—SB L0 NEW SECTLON

To acconplish this purpose, it is the legislatte—sp. —iht-ent—to—st-op—transacti-oRs—or—arrangersnrts—t-hat
. o .

14 ESB 5797 leqgislature's intent to stop transactions or_arrangenents that are designed to unfairly
avoi d taxes.

p—~(c) Wiether an_arrangenent or transaction is a reasonable neans of acconplishing a substantial nontax

purpose;




((and)) (c) Arrangenents through which a taxpayer attenpts to avoid tax under chapter 82.08 or 82.12 RCW
by engaging in a transaction to disguise its purchase or use of tangi ble personal property by vesting
legal title or other ownership interest in another entity over which thep. —taxpayer—exerei-ses—cohttol—i-h

15 ESB 5797 the taxpayer exercises control in such a manner as to effectively retain control of the
tangi bl e personal property;

(4) In deternining whether a transaction or arrangenent cones within the scope of subsection (3) of this
section, the department is p—not required to prove a taxpayer's subjective intent in engaging in the
transaction _or_arrangenent.

NEW). —~SECT-ON-
16 ESB 5797 NEW SECTI ON.
This act may be known and cited as the “intangible"financial intangible assets propertywealth tax act."

NEW SECTI ON.
1617 SBESB 5797
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