FINAL BILL REPORT

SSB 5865

C 228 L 96
Synopsis as Enacted

Brief Description: Assigning the rights of lottery prize winners.

Sponsors: Senate Committee on Labor, Commerce & Trade (originally sponsored by Senators
Snyder, Newhouse, Heavey and Winsley).

Senate Committee on Labor, Commerce & Trade
House Committee on Commerce & Labor

Background: Generally, Lotto prize winners receive annual payments over a period of 20
years. Currently, prize winners are required to pay, on an annual basis, the federal income
tax owed on the yearly amount received, and not the entire tax liability owed on the total
prize.

Lottery prize winners are prohibited from voluntarily assigning the right to receive future
lottery prize payments to a third party in exchange for a lump sum payment of their prize
by this party. It is suggested that certain prize winners would like to be given this "cash
out” option. Prize winners who accept this offer would likely be required to pay the entire
federal income tax owed on the lump sum received.

If third party assignment is allowed, concerns have been raised regarding whether the
Internal Revenue Service (IRS) will require all lottery prize winners to pay the total tax
liability due on the entire lottery winnings immediately, even if a winner does not exercise
the option to assign the lottery prize winning to a third party. At the request of the North
American Association of State and Provincial Lotteries, the national office of the IRS has
agreed to review and issue an opinion on this issue. The IRS has not yet completed this
review.

Summary: A lottery prize winner is permitted to assign his or her rights to future lottery
prize payments to a third party if the prize winner provides a court order to the Lottery
Commission which states, in part, that the winner is not under duress, is represented by an
attorney and received financial and tax advice concerning the effect of the assignment.

The Lottery Commission cannot implement this act unless and until the IRS advises the
commission that the voluntary assignment of prizes does not affect the federal tax treatment
of prize winners who do not accept this option.
Votes on Final Passage:

Senate 46 1

House 98 0 (House amended)
Senate 44 1 (Senate concurred)

SSB 5865 -1- Senate Bill Report



Effective: June 6, 1996

SSB 5865 -2- Senate Bill Report



