CERTI FI CATI ON OF ENROLLMENT

SUBSTI TUTE SENATE BI LL 5171

Chapter 365, Laws of 2009

61st Legi sl ature
2009 Regul ar Session

PRI NCI PAL AND | NCOVE ACT- - ESTATE TAX MARI TAL DEDUCTI ONS

EFFECTI VE DATE: 07/ 26/ 09

Passed by the Senate April 19, 2009
YEAS 46 NAYS 0

BRAD OVEN

Presi dent of the Senate

Passed by the House April 6, 2009
YEAS 94 NAYS 2

FRANK CHOPP

Speaker of the House of Representatives

Approved May 6, 2009, 2:07 p.m

CHRI STI NE GREGO RE

Governor of the State of Washi ngton

CERTI FI CATE

I, Thomas Hoenann, Secretary of
the Senate  of the State of
Washi ngt on, do hereby certify that
the attached is SUBSTI TUTE SENATE
BILL 5171 as passed by the Senate
and the House of Representatives
on the dates hereon set forth.

THOVAS HOEVANN

Secretary

FI LED
May 8, 2009

Secretary of State
State of Washi ngton



©O© 00 N O O

10
11
12
13
14
15
16
17
18
19

SUBSTI TUTE SENATE BI LL 5171

AS AMENDED BY THE HOUSE
Passed Legislature - 2009 Regul ar Session
State of WAshi ngton 61lst Legislature 2009 Regul ar Session

By Senate Judiciary (originally sponsored by Senators Kline and
Rockefel l er; by request of UniformlLegislation Comm ssion)

READ FI RST TI ME 01/ 29/ 09.

AN ACT Relating to nodifying the Washi ngton principal and incone
act of 2002; anending RCW11. 104A. 180; addi ng a new section to chapter
11. 104A RCW and creating a new section.

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

Sec. 1. RCW11.104A.180 and 2002 c¢ 345 s 409 are each anended to
read as foll ows:

(a) Inthis section((+)) >

(1) "Payment" means a paynent that a trustee nmay receive over a
fi xed nunber of years or during the |ife of one or nore individuals
because of services rendered or property transferred to the payer in
exchange for future paynents. The term includes a paynent nade in
nmoney or property from the payer's general assets or from a separate
fund created by the payer ((—ineluding)). For purposes of subsections

(d), (e), (f), and (g) of this section, the term also_includes_ any
paynent from any separate_ fund, regardless_of the reason_for_the
paynent .

(2) "Separate_fund" includes a private or comrercial annuity, an
i ndi vidual retirenent account, and a pension, profit-sharing, stock-
bonus, or stock-ownership plan.

p. 1 SSB 5171. SL
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(b) To the extent that a paynent is characterized as interest
((er)), a dividend, or a paynent nmade in lieu of interest or a
di vidend, a trustee shall allocate ((+)) the paynent to inconme. The
trustee shall allocate to principal the bal ance of the paynment and any
ot her payment received in the same accounting period that is not
characterized as interest, a dividend, or an equi val ent paynent.

(c) If no part of a paynent is characterized as interest, a
di vidend, or an equival ent paynent, a trustee shall allocate to incone
four percent of the total value of the interests of the trustee in the
plan, annuity, or simlar paynent ((as—ef—the—fH+rst—business—day))
according to the nost recent statenent of val ue preceding the beginning
of the accounting period and the bal ance to principal.

this section, the trustee shall allocate to incone the additional
anount necessary-to obtain the marital deduction.

{ey)) Except as otherwise provided in_subsection (e) of this
section, subsections (f) and (g) of this section apply, and subsections
(b) and (c) of this section do not apply, in determning the allocation
of a paynent nade froma separate fund to:

(1) Atrust to which an election to qualify for a narital deduction
under 26 U.S.C. Sec. 2056(b)(7) of the federal internal revenue code of
1986, as anended as of the effective date of this act, has been nude;
or

(2) A trust that qualifies for_ the marital deduction_ under_ 26
U.S.C_ Sec. 2056(b)(5) of the federal internal revenue code of 1986, as
anended as of the effective date of this act.

(e) Subsections (d), (f), and (g) of this section do not apply if
and _to _the extent that the series of paynents would, wthout the
application of subsection (d) of this section, qualify for the marital
deduction under 26 U.S.C._Sec. 2056(b)(7)(C) of the federal interna
revenue code of 1986, as anended as of the effective date of this act.

(f) Atrustee shall determne the internal incone of each separate
fund for the accounting period as if the separate fund were_a trust
subject to this section. Upon request of the surviving spouse, the
trustee shall demand that the person adm nistering the separate fund
distribute the internal incone to the trust. The trustee shal
allocate a paynent from the separate fund to incone to the extent of

SSB 5171. SL p. 2
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the internal incone of the separate fund and distribute that ampunt to
the surviving spouse. The trustee _shall allocate the bal ance of the
paynent to_ principal. Upon request of the surviving spouse, the
trustee shall allocate principal to incone to the extent the interna

inconme of the separate fund exceeds paynents nade from the separate
fund to the trust during the accounting period.

(g) If atrustee cannot determ ne the internal incone of a separate
fund but can determne the value of the separate fund, the interna
incone_of the separate fund is_deened to equal four percent of the
fund's value, according to the nost recent statenent of val ue preceding
the beginning of the accounting period. |If the trustee can determ ne
neither the internal incone of the separate fund nor the fund's val ue,
the internal incone of the fund is deened to equal the product of the
interest rate and the present value of the expected future paynents, as
determ ned under 26 U. S.C. Sec. 7520 of the federal internal revenue
code of 1986, as anended as of the effective date of this act, for the
nonth_ preceding_the accounting period for which the conputation_is
made.

(h) This section does not apply to a paynent((s)) to which RCW
11. 104A. 190 appl i es.

NEW SECTION. Sec. 2. A new section is added to chapter 11.104A
RCW to be codified as RCW11. 104A. 906, to read as fol |l ows:

TRANSI TI ONAL MATTERS. RCW11.104A. 180 applies to a trust descri bed
in RCW11. 104A. 180(d) on and after the foll ow ng dates:

(a) If the trust is not funded as of the effective date of this
act, the date of the decedent's death.

(b) If the trust isinitially funded in the cal endar year begi nning
January 1, 2009, the date of the decedent's death.

(c) If the trust is not described in subsection (a) or (b) of this
section, January 1, 2009.

NEW SECTION. Sec. 3. Captions used in this act are not any part

of the | aw.

Passed by the Senate April 19, 2009.

Passed by the House April 6, 2009.

Approved by the Governor May 6, 2009.

Filed in Ofice of Secretary of State May 8, 2009.
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