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Pollution control facilities—Tax exemptions
and credits.
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Counties and cities—Excise tax on real estate
sales.

Border area motor vehicle fuel and special fuel
tax.

Aircraft excise tax.

Watercraft excise tax.

Travel trailers and campers excise tax.

Extension of excises to federal areas.

Multistate tax compact.

Simplified sales and use tax administration act.

Tax deferrals for investment projects in rural
counties.

Tax credits for eligible business projects in
rural counties.

Tax deferrals for high-technology businesses.

Syrup tax.

Intermediate care facilities for persons with
intellectual disabilities.

Tax deferrals for new thoroughbred race-
tracks.

Commute trip reduction incentives.

Washington main street program tax incen-
tives.

Tax deferrals for fruit and vegetable busi-
nesses.

82.75 Tax deferrals for biotechnology and medical
device manufacturing businesses.

82.80 Local option transportation taxes.

82.82 Community empowerment zones—Tax defer-
ral program.

82.85 Job creation and economic development
investment incentives—Pilot program.

82.98 Construction.

Additional taxes, see titles pertaining to particular taxing authorities, e.g.,
counties, cities, school districts, public utility districts.
Expenditure limitations: Chapter 43.135 RCW.

Hotels, motels, special excise tax on charges for furnishing lodging: Chapter
67.28 RCW.

Termination of tax preferences: Chapter 43.136 RCW.

Chapter 82.01 RCW

DEPARTMENT OF REVENUE

Sections

82.01.050  Department established—Director of revenue.

82.01.060  Director—Powers and duties—Rule-making authority.

82.01.070  Director—General supervision—Appointment of assistant
director, personnel—Personal service contracts for out-of-
state auditing services.

82.01.080  Director—Delegation of powers and duties—Responsibility.

82.01.090  Director—Exercise of powers, duties and functions formerly
vested in tax commission.

82.01.100  Assistance to other state agencies in administration and collec-
tion of taxes.

82.01.115  Listing of reduction in revenues from tax exemptions to be

submitted to legislature by department of revenue—Periodic
review and submission of recommendations to legislature by
governor.

Apportionment factors (for school districts) to be based on current figures—
Rules and regulations: RCW 284.150.400.

Escheat of postal savings system accounts, director's duties: Chapter 63.48
RCW.

Gambling activities, reports to department of revenue: RCW 9.46.130.

Motor vehicle fund, distribution of amount to counties, department to furnish
information: RCW 46.68.124.

Public bodies may retain collection agencies to collect public debts—Fees:
RCW 19.16.500.

Questionnaires—Job opportunities for welfare recipients—Department to
mail: RCW 74.084.350.

Refunds of erroneous or excessive payments: RCW 43.88.170.
Termination of tax preferences: Chapter 43.136 RCW.

82.01.050 Department established—Director of reve-
nue. There is established a department of state government
to be known as the department of revenue of the state of
Washington, of which the chief executive officer shall be
known as the director of revenue. [1967 ex.s. ¢ 26 § 2.]

Additional notes found at www.leg.wa.gov

82.01.060 Director—Powers and duties—Rule-mak-
ing authority. The director of revenue, hereinafter in chapter
26, Laws of 1967 ex. sess. referred to as the director, through
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82.01.070

the department of revenue, hereinafter in chapter 26, Laws of
1967 ex. sess. referred to as the department, must:

(1) Assess and collect all taxes and administer all pro-
grams relating to taxes which are the responsibility of the tax
commission at the time chapter 26, Laws of 1967 ex. sess.
takes effect or which the legislature may hereafter make the
responsibility of the director or of the department;

(2) Make, adopt and publish such rules as he or she may
deem necessary or desirable to carry out the powers and
duties imposed upon him or her or the department by the leg-
islature. However, the director may not adopt rules after July
23, 1995, that are based solely on a section of law stating a
statute's intent or purpose, on the enabling provisions of the
statute establishing the agency, or on any combination of
such provisions, for statutory authority to adopt any rule;

(3) Rules adopted by the tax commission before July 23,
1995, remain in force until such time as they may be revised
or rescinded by the director;

(4) Provide by general regulations for an adequate sys-
tem of departmental review of the actions of the department
or of its officers and employees in the assessment or collec-
tion of taxes;

(5) Maintain a tax research section with sufficient tech-
nical, clerical and other employees to conduct constant obser-
vation and investigation of the effectiveness and adequacy of
the revenue laws of this state and of the sister states in order
to assist the governor, the legislature and the director in esti-
mation of revenue, analysis of tax measures, and determina-
tion of the administrative feasibility of proposed tax legisla-
tion and allied problems;

(6) Recommend to the governor such amendments,
changes in, and modifications of the revenue laws as seem
proper and requisite to remedy injustice and irregularities in
taxation, and to facilitate the assessment and collection of
taxes in the most economical manner;

(7) Provide the opportunity for any person feeling
aggrieved by any action taken against the person by the
department in the administration of chapters 19.02, 19.80,
and 59.30 RCW to request a review of the department's
action. Such review may be conducted as a brief adjudicative
proceeding under RCW 34.05.485 through 34.05.494. [2011
¢ 298 § 36; 1995 ¢ 403 § 106; 1977 ¢ 75 § 92; 1967 ex.s. ¢ 26
§3.]

Purpose—Intent—Agency transfer—Contracting—Effective
date—2011 ¢ 289: See notes following RCW 19.02.020.

Findings—Short title—Intent—1995 ¢ 403: See note following RCW
34.05.328.

Additional notes found at www.leg.wa.gov

82.01.070 Director—General supervision—Appoint-
ment of assistant director, personnel—Personal service
contracts for out-of-state auditing services. The director
shall have charge and general supervision of the department
of revenue. The director shall appoint an assistant director for
administration, hereinafter in chapter 26, Laws of 1967 ex.
sess. referred to as the assistant director, and subject to the
provisions of chapter 41.06 RCW may appoint and employ
such clerical, technical and other personnel as may be neces-
sary to carry out the powers and duties of the department. The
director may also enter into personal service contracts with
out-of-state individuals or business entities for the perfor-
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mance of auditing services outside the state of Washington
when normal efforts to recruit classified employees are
unsuccessful. The director may agree to pay to the depart-
ment's employees or contractors who reside out of state such
amounts in addition to their ordinary rate of compensation as
are necessary to defray the extra costs of facilities, living, and
other costs reasonably related to the out-of-state services,
subject to legislative appropriation for those purposes. The
special allowances shall be in such amounts or at such rates
as are approved by the office of financial management. This
section does not apply to audit functions performed in states
contiguous to the state of Washington. [1997 ¢ 156 § 1; 1982
c 128 § 1; 1967 ex.s. ¢ 26 § 4.]

Additional notes found at www.leg.wa.gov

82.01.080 Director—Delegation of powers and
duties—Responsibility. The director may delegate any
power or duty vested in or transferred to the director by law,
or executive order, to the assistant director or to any of the
director's subordinates; but the director shall be responsible
for the official acts of the officers and employees of the
department. [1997 ¢ 156 § 2; 1967 ex.s. ¢ 26 § 5.]

82.01.090 Director—Exercise of powers, duties and
functions formerly vested in tax commission. Except for
the powers and duties devolved upon the board of tax appeals
by the provisions of RCW 82.03.010 through 82.03.190, the
director of revenue shall, after July 1, 1967, exercise those
powers, duties and functions theretofore vested in the tax
commission of the state of Washington, including all powers,
duties and functions of the commission acting as the commis-
sion or as the state board of equalization or in any other
capacity. [1967 ex.s. ¢ 26 § 6.]

82.01.100 Assistance to other state agencies in
administration and collection of taxes. Assistance of the
department of revenue in the administration or collection of
those state taxes which are administered or collected by other
state agencies may be requested by the agencies concerned.
Such assistance may be given by the director to the extent
that the limitations of time, personnel and the conduct of the
duties of the department shall allow. The department shall be
reimbursed by any agency to which assistance is rendered.
[1967 ex.s.c26 § 11.]

82.01.115 Listing of reduction in revenues from tax
exemptions to be submitted to legislature by department
of revenue—Periodic review and submission of recom-
mendations to legislature by governor. See RCW
43.06.400.

Chapter 82.02 RCW

GENERAL PROVISIONS

Sections

82.02.010  Definitions.

82.02.020  State preempts certain tax fields—Fees prohibited for the
development of land or buildings—Voluntary payments by
developers authorized—Limitations—Exceptions.

82.02.030  Additional tax rates.

82.02.040  Authority of operating agencies to levy taxes.

82.02.050  Impact fees—Intent—Limitations.

82.02.060  Impact fees—Local ordinances—Required provisions.
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General Provisions

82.02.070  Impact fees—Retained in special accounts—Limitations on
use—Administrative appeals.

82.02.080  Impact fees—Refunds.

82.02.090  Impact fees—Definitions.

82.02.100  Impact fees—Exception, mitigation fees paid under chapter
43.21C RCW.

82.02.110  Impact fees—Extending use of school impact fees.

82.02.200  Contract to issue conditional federal employer identification
numbers, credentials, and documents in conjunction with
license applications.

82.02.210  Washington compliance with streamlined sales and use tax
agreement—Intent.

82.02.220  Exclusion of steam, electricity, or electrical energy from defi-
nition of certain terms.

82.02.230  One statewide rate and one jurisdiction-wide rate for sales and
use taxes.

82.02.240  Professional employer organizations—Liability for certain

taxes and fees.

82.02.010 Definitions. For the purpose of this title,
unless the context clearly requires otherwise:

(1) "Department" means the department of revenue of
the state of Washington;

(2) "Director" means the director of the department of
revenue of the state of Washington;

(3) "Marijuana," "marijuana-infused products,” and
"useable marijuana" have the same meanings as provided in
RCW 69.50.101;

(4) "Taxpayer" includes any individual, group of indi-
viduals, corporation, or association liable for any tax or the
collection of any tax hereunder, or who engages in any busi-
ness or performs any act for which a tax is imposed by this
title. "Taxpayer" also includes any person liable for any fee or
other charge collected by the department under any provision
of law, including registration assessments and delinquency
fees imposed under RCW 59.30.050; and

(5) Words in the singular number include the plural and
the plural include the singular. Words in one gender include
all other genders. [2014 ¢ 140 § 30; 2011 ¢ 298 § 37; 1979 ¢
107 § 9; 1967 ex.s. ¢ 26 § 14; 1961 ¢ 15 § 82.02.010. Prior:
1935 ¢ 180 § 3; RRS § 8370-3.]

Purpose—Intent—Agency transfer—Contracting—Effective
date—2011 ¢ 289: See notes following RCW 19.02.020.
Additional notes found at www.leg.wa.gov

82.02.020 State preempts certain tax fields—Fees
prohibited for the development of land or buildings—
Voluntary payments by developers authorized—Limita-
tions—Exceptions. Except only as expressly provided in
chapters 67.28, 81.104, and 82.14 RCW, the state preempts
the field of imposing retail sales and use taxes and taxes upon
parimutuel wagering authorized pursuant to RCW 67.16.060,
conveyances, and cigarettes, and no county, town, or other
municipal subdivision shall have the right to impose taxes of
that nature. Except as provided in RCW 64.34.440 and
82.02.050 through 82.02.090, no county, city, town, or other
municipal corporation shall impose any tax, fee, or charge,
either direct or indirect, on the construction or reconstruction
of residential buildings, commercial buildings, industrial
buildings, or on any other building or building space or
appurtenance thereto, or on the development, subdivision,
classification, or reclassification of land. However, this sec-
tion does not preclude dedications of land or easements
within the proposed development or plat which the county,
city, town, or other municipal corporation can demonstrate
are reasonably necessary as a direct result of the proposed
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development or plat to which the dedication of land or ease-
ment is to apply.

This section does not prohibit voluntary agreements with
counties, cities, towns, or other municipal corporations that
allow a payment in lieu of a dedication of land or to mitigate
a direct impact that has been identified as a consequence of a
proposed development, subdivision, or plat. A local govern-
ment shall not use such voluntary agreements for local off-
site transportation improvements within the geographic
boundaries of the area or areas covered by an adopted trans-
portation program authorized by chapter 39.92 RCW. Any
such voluntary agreement is subject to the following provi-
sions:

(1) The payment shall be held in a reserve account and
may only be expended to fund a capital improvement agreed
upon by the parties to mitigate the identified, direct impact;

(2) The payment shall be expended in all cases within
five years of collection; and

(3) Any payment not so expended shall be refunded with
interest to be calculated from the original date the deposit was
received by the county and at the same rate applied to tax
refunds pursuant to RCW 84.69.100; however, if the payment
is not expended within five years due to delay attributable to
the developer, the payment shall be refunded without interest.

No county, city, town, or other municipal corporation
shall require any payment as part of such a voluntary agree-
ment which the county, city, town, or other municipal corpo-
ration cannot establish is reasonably necessary as a direct
result of the proposed development or plat.

Nothing in this section prohibits cities, towns, counties,
or other municipal corporations from collecting reasonable
fees from an applicant for a permit or other governmental
approval to cover the cost to the city, town, county, or other
municipal corporation of processing applications, inspecting
and reviewing plans, or preparing detailed statements
required by chapter 43.21C RCW, including reasonable fees
that are consistent with RCW 43.21C.420(6), 43.21C.428,
and beginning July 1, 2014, RCW 35.91.020.

This section does not limit the existing authority of any
county, city, town, or other municipal corporation to impose
special assessments on property specifically benefited
thereby in the manner prescribed by law.

Nothing in this section prohibits counties, cities, or
towns from imposing or permits counties, cities, or towns to
impose water, sewer, natural gas, drainage utility, and drain-
age system charges. However, no such charge shall exceed
the proportionate share of such utility or system's capital
costs which the county, city, or town can demonstrate are
attributable to the property being charged. Furthermore, these
provisions may not be interpreted to expand or contract any
existing authority of counties, cities, or towns to impose such
charges.

Nothing in this section prohibits a transportation benefit
district from imposing fees or charges authorized in RCW
36.73.120 nor prohibits the legislative authority of a county,
city, or town from approving the imposition of such fees
within a transportation benefit district.

Nothing in this section prohibits counties, cities, or
towns from imposing transportation impact fees authorized
pursuant to chapter 39.92 RCW.
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82.02.030

Nothing in this section prohibits counties, cities, or
towns from requiring property owners to provide relocation
assistance to tenants under RCW 59.18.440 and 59.18.450.

Nothing in this section limits the authority of counties,
cities, or towns to implement programs consistent with RCW
36.70A.540, nor to enforce agreements made pursuant to
such programs.

This section does not apply to special purpose districts
formed and acting pursuant to Title 54, 57, or 87 RCW, nor is
the authority conferred by these titles affected. [2013 ¢ 243 §
4;2010¢ 153 § 3; 2009 ¢ 535 § 1103; 2008 ¢ 113 § 2; 2006 ¢
149 § 3; 2005 ¢ 502 § 5; 1997 ¢ 452 § 21; 1996 ¢ 230 § 1612;
1990 Istex.s.c 17 § 42; 1988 ¢ 179 § 6; 1987 ¢ 327 § 17,
1982 1st ex.s. ¢ 49 § 5; 1979 ex.s. ¢ 196 § 3; 1970 ex.s. c 94
§ 8, 1967 ¢ 236 § 16; 1961 ¢ 15 § 82.02.020. Prior: (i) 1935 ¢
180 § 29; RRS § 8370-29. (ii) 1949 ¢ 228 § 28; 1939 ¢ 225 §
22; 1937 ¢ 227 § 24; Rem. Supp. 1949 § 8370-219. Formerly
RCW 82.32.370.]

Intent—2010 ¢ 153: See note following RCW 43.21C.420.
Intent—Construction—2009 ¢ 535: See notes following RCW
82.04.192.

Application—Effective date—2008 ¢ 113: See notes following RCW
64.34.440.

Findings—Construction—2006 ¢ 149: See notes following RCW
36.70A.540.

Intent—Severability—1997 ¢ 452: See notes following RCW
67.28.080.

Intent—Construction—Effective date—Fire district funding—1982
1st ex.s. ¢ 49: See notes following RCW 35.21.710.

Additional notes found at www.leg.wa.gov

82.02.030 Additional tax rates. The rate of the addi-
tional taxes under RCW 54.28.020(2), 54.28.025(2),
66.24.210(2), 82.16.020(2), 82.27.020(5), and
82.29A.030(2) shall be seven percent. [1993 sp.s. ¢ 25 § 107,
1993 ¢ 492 § 312; 1990 c 42 § 319. Prior: 1987 Istex.s.c 9§
6;1987¢c472§15;1987¢c 80§ 4; 1986 ¢ 296§ 5;1985c471
§9;19832nd ex.s.¢3§6;1983¢c7§8;19822nd ex.s.c 14
§ 1; 1982 1stex.s. ¢ 35 § 31.]

Findings—Intent—1993 ¢ 492: See notes following RCW 43.20.050.

Purpose—Effective dates—Application—Implementation—1990 ¢
42: See notes following RCW 46.68.090.

Additional notes found at www.leg.wa.gov

82.02.040 Authority of operating agencies to levy
taxes. Nothing in this title may be deemed to grant to any
operating agency organized under chapter 43.52 RCW, or a
project of any such operating agency, the authority to levy
any tax or assessment not otherwise authorized by law.
[1983 2nd ex.s. ¢ 3 § 55.]

Additional notes found at www.leg.wa.gov

82.02.050 Impact fees—Intent—Limitations. (Effec-
tive until September 1, 2016.) (1) It is the intent of the legis-
lature:

(a) To ensure that adequate facilities are available to
serve new growth and development;

(b) To promote orderly growth and development by
establishing standards by which counties, cities, and towns
may require, by ordinance, that new growth and development

[Title 82 RCW—page 4]

Title 82 RCW: Excise Taxes

pay a proportionate share of the cost of new facilities needed
to serve new growth and development; and

(¢) To ensure that impact fees are imposed through
established procedures and criteria so that specific develop-
ments do not pay arbitrary fees or duplicative fees for the
same impact.

(2) Counties, cities, and towns that are required or
choose to plan under RCW 36.70A.040 are authorized to
impose impact fees on development activity as part of the
financing for public facilities, provided that the financing for
system improvements to serve new development must pro-
vide for a balance between impact fees and other sources of
public funds and cannot rely solely on impact fees.

(3) The impact fees:

(a) Shall only be imposed for system improvements that
are reasonably related to the new development;

(b) Shall not exceed a proportionate share of the costs of
system improvements that are reasonably related to the new
development; and

(c) Shall be used for system improvements that will rea-
sonably benefit the new development.

(4) Impact fees may be collected and spent only for the
public facilities defined in RCW 82.02.090 which are
addressed by a capital facilities plan element of a comprehen-
sive land use plan adopted pursuant to the provisions of RCW
36.70A.070 or the provisions for comprehensive plan adop-
tion contained in chapter 36.70, 35.63, or 35A.63 RCW.
After the date a county, city, or town is required to adopt its
development regulations under chapter 36.70A RCW, con-
tinued authorization to collect and expend impact fees shall
be contingent on the county, city, or town adopting or revis-
ing a comprehensive plan in compliance with RCW
36.70A.070, and on the capital facilities plan identifying:

(a) Deficiencies in public facilities serving existing
development and the means by which existing deficiencies
will be eliminated within a reasonable period of time;

(b) Additional demands placed on existing public facili-
ties by new development; and

(c) Additional public facility improvements required to
serve new development.

If the capital facilities plan of the county, city, or town is
complete other than for the inclusion of those elements which
are the responsibility of a special district, the county, city, or
town may impose impact fees to address those public facility
needs for which the county, city, or town is responsible.
[1994 ¢ 257 § 24; 1993 sp.s.c 6 § 6; 1990 1stex.s.c 17 § 43.]
SEPA: RCW 43.21C.065.

Additional notes found at www.leg.wa.gov

82.02.050 Impact fees—Intent—Limitations. (Effec-
tive September 1, 2016.) (1) It is the intent of the legislature:

(a) To ensure that adequate facilities are available to
serve new growth and development;

(b) To promote orderly growth and development by
establishing standards by which counties, cities, and towns
may require, by ordinance, that new growth and development
pay a proportionate share of the cost of new facilities needed
to serve new growth and development; and

(c) To ensure that impact fees are imposed through
established procedures and criteria so that specific develop-
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General Provisions

ments do not pay arbitrary fees or duplicative fees for the
same impact.

(2) Counties, cities, and towns that are required or
choose to plan under RCW 36.70A.040 are authorized to
impose impact fees on development activity as part of the
financing for public facilities, provided that the financing for
system improvements to serve new development must pro-
vide for a balance between impact fees and other sources of
public funds and cannot rely solely on impact fees.

(3)(a)(i) Counties, cities, and towns collecting impact
fees must, by September 1, 2016, adopt and maintain a sys-
tem for the deferred collection of impact fees for single-fam-
ily detached and attached residential construction. The defer-
ral system must include a process by which an applicant for a
building permit for a single-family detached or attached resi-
dence may request a deferral of the full impact fee payment.
The deferral system offered by a county, city, or town under
this subsection (3) must include one or more of the following
options:

(A) Deferring collection of the impact fee payment until
final inspection;

(B) Deferring collection of the impact fee payment until
certificate of occupancy or equivalent certification; or

(C) Deferring collection of the impact fee payment until
the time of closing of the first sale of the property occurring
after the issuance of the applicable building permit.

(i1) Counties, cities, and towns utilizing the deferral pro-
cess required by this subsection (3)(a) may withhold certifi-
cation of final inspection, certificate of occupancy, or equiv-
alent certification until the impact fees have been paid in full.

(iii)) The amount of impact fees that may be deferred
under this subsection (3) must be determined by the fees in
effect at the time the applicant applies for a deferral.

(iv) Unless an agreement to the contrary is reached
between the buyer and seller, the payment of impact fees due
at closing of a sale must be made from the seller's proceeds.
In the absence of an agreement to the contrary, the seller
bears strict liability for the payment of the impact fees.

(b) The term of an impact fee deferral under this subsec-
tion (3) may not exceed eighteen months from the date of
building permit issuance.

(c) Except as may otherwise be authorized in accordance
with (f) of this subsection (3), an applicant seeking a deferral
under this subsection (3) must grant and record a deferred
impact fee lien against the property in favor of the county,
city, or town in the amount of the deferred impact fee. The
deferred impact fee lien, which must include the legal
description, tax account number, and address of the property,
must also be:

(i) In a form approved by the county, city, or town;

(i1) Signed by all owners of the property, with all signa-
tures acknowledged as required for a deed, and recorded in
the county where the property is located;

(iii) Binding on all successors in title after the recorda-
tion; and

(iv) Junior and subordinate to one mortgage for the pur-
pose of construction upon the same real property granted by
the person who applied for the deferral of impact fees.

(d)(@) If impact fees are not paid in accordance with a
deferral authorized by this subsection (3), and in accordance
with the term provisions established in (b) of this subsection
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(3), the county, city, or town may institute foreclosure pro-
ceedings in accordance with chapter 61.12 RCW.

(i1) If the county, city, or town does not institute foreclo-
sure proceedings for unpaid school impact fees within forty-
five days after receiving notice from a school district request-
ing that it do so, the district may institute foreclosure pro-
ceedings with respect to the unpaid impact fees.

(e)(i) Upon receipt of final payment of all deferred
impact fees for a property, the county, city, or town must exe-
cute a release of deferred impact fee lien for the property. The
property owner at the time of the release, at his or her
expense, is responsible for recording the lien release.

(i1) The extinguishment of a deferred impact fee lien by
the foreclosure of a lien having priority does not affect the
obligation to pay the impact fees as a condition of final
inspection, certificate of occupancy, or equivalent certifica-
tion, or at the time of closing of the first sale.

(f) A county, city, or town with an impact fee deferral
process on or before April 1, 2015, is exempt from the
requirements of this subsection (3) if the deferral process
delays all impact fees and remains in effect after September
1,2016.

(g)(i) Each applicant for a single-family residential con-
struction permit, in accordance with his or her contractor reg-
istration number or other unique identification number, is
entitled to annually receive deferrals under this subsection (3)
for the first twenty single-family residential construction
building permits per county, city, or town. A county, city, or
town, however, may elect, by ordinance, to defer more than
twenty single-family residential construction building per-
mits for an applicant. If the county, city, or town collects
impact fees on behalf of one or more school districts for
which the collection of impact fees could be delayed, the
county, city, or town must consult with the district or districts
about the additional deferrals. A county, city, or town consid-
ering additional deferrals must give substantial weight to rec-
ommendations of each applicable school district regarding
the number of additional deferrals. If the county, city, or town
disagrees with the recommendations of one or more school
districts, the county, city, or town must provide the district or
districts with a written rationale for its decision.

(ii) For purposes of this subsection (3)(g), an "applicant”
includes an entity that controls the applicant, is controlled by
the applicant, or is under common control with the applicant.

(h) Counties, cities, and towns may collect reasonable
administrative fees to implement this subsection (3) from
permit applicants who are seeking to delay the payment of
impact fees under this subsection (3).

(i) In accordance with RCW 44.28.812 and 43.31.980,
counties, cities, and towns must cooperate with and provide
requested data, materials, and assistance to the department of
commerce and the joint legislative audit and review commit-
tee.

(4) The impact fees:

(a) Shall only be imposed for system improvements that
are reasonably related to the new development;

(b) Shall not exceed a proportionate share of the costs of
system improvements that are reasonably related to the new
development; and

(c) Shall be used for system improvements that will rea-
sonably benefit the new development.
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(5)(a) Impact fees may be collected and spent only for
the public facilities defined in RCW 82.02.090 which are
addressed by a capital facilities plan element of a comprehen-
sive land use plan adopted pursuant to the provisions of RCW
36.70A.070 or the provisions for comprehensive plan adop-
tion contained in chapter 36.70, 35.63, or 35A.63 RCW.
After the date a county, city, or town is required to adopt its
development regulations under chapter 36.70A RCW, con-
tinued authorization to collect and expend impact fees is con-
tingent on the county, city, or town adopting or revising a
comprehensive plan in compliance with RCW 36.70A.070,
and on the capital facilities plan identifying:

(i) Deficiencies in public facilities serving existing
development and the means by which existing deficiencies
will be eliminated within a reasonable period of time;

(i1) Additional demands placed on existing public facili-
ties by new development; and

(iii) Additional public facility improvements required to
serve new development.

(b) If the capital facilities plan of the county, city, or
town is complete other than for the inclusion of those ele-
ments which are the responsibility of a special district, the
county, city, or town may impose impact fees to address
those public facility needs for which the county, city, or town
is responsible. [2015 ¢ 241 § 1; 1994 ¢ 257 § 24; 1993 sp.s.
c6§6;1990 1stex.s.c 17 § 43.]

Effective date—2015 ¢ 241: See note following RCW 44.28.812.
SEPA: RCW 43.21C.065.

Additional notes found at www.leg.wa.gov

82.02.060 Impact fees—Local ordinances—Required
provisions. The local ordinance by which impact fees are
imposed:

(1) Shall include a schedule of impact fees which shall
be adopted for each type of development activity that is sub-
ject to impact fees, specifying the amount of the impact fee to
be imposed for each type of system improvement. The sched-
ule shall be based upon a formula or other method of calcu-
lating such impact fees. In determining proportionate share,
the formula or other method of calculating impact fees shall
incorporate, among other things, the following:

(a) The cost of public facilities necessitated by new
development;

(b) An adjustment to the cost of the public facilities for
past or future payments made or reasonably anticipated to be
made by new development to pay for particular system
improvements in the form of user fees, debt service pay-
ments, taxes, or other payments earmarked for or proratable
to the particular system improvement;

(¢) The availability of other means of funding public
facility improvements;

(d) The cost of existing public facilities improvements;
and

(e) The methods by which public facilities improve-
ments were financed;

(2) May provide an exemption for low-income housing,
and other development activities with broad public purposes,
from these impact fees, provided that the impact fees for such
development activity shall be paid from public funds other
than impact fee accounts;
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(3) May provide an exemption from impact fees for low-
income housing. Local governments that grant exemptions
for low-income housing under this subsection (3) may either:
Grant a partial exemption of not more than eighty percent of
impact fees, in which case there is no explicit requirement to
pay the exempted portion of the fee from public funds other
than impact fee accounts; or provide a full waiver, in which
case the remaining percentage of the exempted fee must be
paid from public funds other than impact fee accounts. An
exemption for low-income housing granted under subsection
(2) of this section or this subsection (3) must be conditioned
upon requiring the developer to record a covenant that,
except as provided otherwise by this subsection, prohibits
using the property for any purpose other than for low-income
housing. At a minimum, the covenant must address price
restrictions and household income limits for the low-income
housing, and that if the property is converted to a use other
than for low-income housing, the property owner must pay
the applicable impact fees in effect at the time of conversion.
Covenants required by this subsection must be recorded with
the applicable county auditor or recording officer. A local
government granting an exemption under subsection (2) of
this section or this subsection (3) for low-income housing
may not collect revenue lost through granting an exemption
by increasing impact fees unrelated to the exemption. A
school district who receives school impact fees must approve
any exemption under subsection (2) of this section or this
subsection (3);

(4) Shall provide a credit for the value of any dedication
of land for, improvement to, or new construction of any sys-
tem improvements provided by the developer, to facilities
that are identified in the capital facilities plan and that are
required by the county, city, or town as a condition of approv-
ing the development activity;

(5) Shall allow the county, city, or town imposing the
impact fees to adjust the standard impact fee at the time the
fee is imposed to consider unusual circumstances in specific
cases to ensure that impact fees are imposed fairly;

(6) Shall include a provision for calculating the amount
of the fee to be imposed on a particular development that per-
mits consideration of studies and data submitted by the devel-
oper to adjust the amount of the fee;

(7) Shall establish one or more reasonable service areas
within which it shall calculate and impose impact fees for
various land use categories per unit of development; and

(8) May provide for the imposition of an impact fee for
system improvement costs previously incurred by a county,
city, or town to the extent that new growth and development
will be served by the previously constructed improvements
provided such fee shall not be imposed to make up for any
system improvement deficiencies.

For purposes of this section, "low-income housing"
means housing with a monthly housing expense, that is no
greater than thirty percent of eighty percent of the median
family income adjusted for family size, for the county where
the project is located, as reported by the United States depart-
ment of housing and urban development. [2012 ¢ 200 § 1;
1990 Istex.s.c 17 § 44.]

Additional notes found at www.leg.wa.gov

(2016 Ed.)



General Provisions

82.02.070 Impact fees—Retained in special
accounts—Limitations on use—Administrative appeals.
(1) Impact fee receipts shall be earmarked specifically and
retained in special interest-bearing accounts. Separate
accounts shall be established for each type of public facility
for which impact fees are collected. All interest shall be
retained in the account and expended for the purpose or pur-
poses for which the impact fees were imposed. Annually,
each county, city, or town imposing impact fees shall provide
a report on each impact fee account showing the source and
amount of all moneys collected, earned, or received and sys-
tem improvements that were financed in whole or in part by
impact fees.

(2) Impact fees for system improvements shall be
expended only in conformance with the capital facilities plan
element of the comprehensive plan.

(3)(a) Except as provided otherwise by (b) of this sub-
section, impact fees shall be expended or encumbered for a
permissible use within ten years of receipt, unless there exists
an extraordinary and compelling reason for fees to be held
longer than ten years. Such extraordinary or compelling rea-
sons shall be identified in written findings by the governing
body of the county, city, or town.

(b) School impact fees must be expended or encumbered
for a permissible use within ten years of receipt, unless there
exists an extraordinary and compelling reason for fees to be
held longer than ten years. Such extraordinary or compelling
reasons shall be identified in written findings by the govern-
ing body of the county, city, or town.

(4) Impact fees may be paid under protest in order to
obtain a permit or other approval of development activity.

(5) Each county, city, or town that imposes impact fees
shall provide for an administrative appeals process for the
appeal of an impact fee; the process may follow the appeal
process for the underlying development approval or the
county, city, or town may establish a separate appeals pro-
cess. The impact fee may be modified upon a determination
that it is proper to do so based on principles of fairness. The
county, city, or town may provide for the resolution of dis-
putes regarding impact fees by arbitration. [2011 ¢ 353 § 8§;
2009 ¢ 263 § 1; 1990 1st ex.s. ¢ 17 § 46.]

Intent—2011 ¢ 353: See note following RCW 36.70A.130.
Additional notes found at www.leg.wa.gov

82.02.080 Impact fees—Refunds. (1) The current
owner of property on which an impact fee has been paid may
receive a refund of such fees if the county, city, or town fails
to expend or encumber the impact fees within ten years of
when the fees were paid or other such period of time estab-
lished pursuant to RCW 82.02.070(3) on public facilities
intended to benefit the development activity for which the
impact fees were paid. In determining whether impact fees
have been encumbered, impact fees shall be considered
encumbered on a first in, first out basis. The county, city, or
town shall notify potential claimants by first-class mail
deposited with the United States postal service at the last
known address of claimants.

The request for a refund must be submitted to the county,
city, or town governing body in writing within one year of the
date the right to claim the refund arises or the date that notice
is given, whichever is later. Any impact fees that are not
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expended within these time limitations, and for which no
application for a refund has been made within this one-year
period, shall be retained and expended on the indicated capi-
tal facilities. Refunds of impact fees under this subsection
shall include interest earned on the impact fees.

(2) When a county, city, or town seeks to terminate any
or all impact fee requirements, all unexpended or unencum-
bered funds, including interest earned, shall be refunded pur-
suant to this section. Upon the finding that any or all fee
requirements are to be terminated, the county, city, or town
shall place notice of such termination and the availability of
refunds in a newspaper of general circulation at least two
times and shall notify all potential claimants by first-class
mail to the last known address of claimants. All funds avail-
able for refund shall be retained for a period of one year. At
the end of one year, any remaining funds shall be retained by
the local government, but must be expended for the indicated
public facilities. This notice requirement shall not apply if
there are no unexpended or unencumbered balances within an
account or accounts being terminated.

(3) A developer may request and shall receive a refund,
including interest earned on the impact fees, when the devel-
oper does not proceed with the development activity and no
impact has resulted. [2011 ¢ 353 § 9; 1990 1stex.s.c 17 §
47.]

Intent—2011 ¢ 353: See note following RCW 36.70A.130.
Additional notes found at www.leg.wa.gov

82.02.090 Impact fees—Definitions. Unless the con-
text clearly requires otherwise, the following definitions shall
apply in RCW 82.02.050 through 82.02.090:

(1) "Development activity" means any construction or
expansion of a building, structure, or use, any change in use
of a building or structure, or any changes in the use of land,
that creates additional demand and need for public facilities.
"Development activity" does not include buildings or struc-
tures constructed by a regional transit authority.

(2) "Development approval" means any written authori-
zation from a county, city, or town which authorizes the com-
mencement of development activity.

(3) "Impact fee" means a payment of money imposed
upon development as a condition of development approval to
pay for public facilities needed to serve new growth and
development, and that is reasonably related to the new devel-
opment that creates additional demand and need for public
facilities, that is a proportionate share of the cost of the public
facilities, and that is used for facilities that reasonably benefit
the new development. "Impact fee" does not include a rea-
sonable permit or application fee.

(4) "Owner" means the owner of record of real property,
although when real property is being purchased under a real
estate contract, the purchaser shall be considered the owner
of the real property if the contract is recorded.

(5) "Project improvements" mean site improvements and
facilities that are planned and designed to provide service for
a particular development project and that are necessary for
the use and convenience of the occupants or users of the proj-
ect, and are not system improvements. No improvement or
facility included in a capital facilities plan approved by the
governing body of the county, city, or town shall be consid-
ered a project improvement.
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(6) "Proportionate share" means that portion of the cost
of public facility improvements that are reasonably related to
the service demands and needs of new development.

(7) "Public facilities" means the following capital facili-
ties owned or operated by government entities: (a) Public
streets and roads; (b) publicly owned parks, open space, and
recreation facilities; (c) school facilities; and (d) fire protec-
tion facilities.

(8) "Service area" means a geographic area defined by a
county, city, town, or intergovernmental agreement in which
a defined set of public facilities provide service to develop-
ment within the area. Service areas shall be designated on the
basis of sound planning or engineering principles.

(9) "System improvements" mean public facilities that
are included in the capital facilities plan and are designed to
provide service to service areas within the community at
large, in contrast to project improvements. [2010 ¢ 86 § 1;
2008 ¢ 42 § 1; 1990 1st ex.s. ¢ 17 § 48.]

Reviser's note: The definitions in this section have been alphabetized
pursuant to RCW 1.08.015(2)(k).

Additional notes found at www.leg.wa.gov

82.02.100 Impact fees—Exception, mitigation fees
paid under chapter 43.21C RCW. (1) A person required to
pay a fee pursuant to RCW 43.21C.060 for system improve-
ments shall not be required to pay an impact fee under RCW
82.02.050 through 82.02.090 for those same system improve-
ments.

(2) A person installing a residential fire sprinkler system
in a single-family home shall not be required to pay the fire
operations portion of the impact fee. The exempted fire oper-
ations impact fee shall not include the proportionate share
related to the delivery of emergency medical services. [2011
€331§3;1992¢219§2]

Intent—2011 ¢ 331: "The legislature recognizes that fire sprinkler sys-
tems in private residences may prevent catastrophic losses of life and prop-
erty, but that financial, technical, and other issues often discourage property
owners from installing these protective systems.

It is the intent of the legislature to eradicate barriers that prevent the vol-
untary installation of sprinkler systems in private residences by promoting
education regarding the effectiveness of residential fire sprinklers, and by
providing financial and regulatory incentives to homeowners, builders, and
water purveyors for voluntarily installing the systems. It is the further intent
of the legislature to fully preserve the rulings of Fisk v. City of Kirkland, 164
Wn.2d 891 (2008), Stiefel v. City of Kent, 132 Wn. App.523 (2006), and sim-
ilar cases." [2011 ¢ 331 § 1.]

82.02.110 Impact fees—Extending use of school
impact fees. Criteria must be developed by the office of the
superintendent of public instruction for extending the use of
school impact fees from six to ten years and this extension
must require an evaluation for each respective school board
of the appropriateness of the extension. [2009 ¢ 263 § 2.]

82.02.200 Contract to issue conditional federal
employer identification numbers, credentials, and docu-
ments in conjunction with license applications. The direc-
tor may contract with the federal internal revenue service, or
other appropriate federal agency, to issue conditional federal
employer identification numbers, or other federal credentials
or documents, at specified offices and locations of the agency
in conjunction with any application for state licenses under
chapter 19.02 RCW. [1997 ¢ 51 § 6.]
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Intent—1997 ¢ 51: See note following RCW 19.02.300.

82.02.210 Washington compliance with streamlined
sales and use tax agreement—Intent. (1) It is the intent of
the legislature that Washington join as a member state in the
streamlined sales and use tax agreement referred to in chapter
82.58 RCW. The agreement provides for a simpler and more
uniform sales and use tax structure among states that have
sales and use taxes. The intent of the legislature is to bring
Washington's sales and use tax system into compliance with
the agreement so that Washington may join as a member state
and have a voice in the development and administration of
the system, and to substantially reduce the burden of tax com-
pliance on sellers.

(2) Chapter 168, Laws of 2003 does not include changes
to Washington law that may be required in the future and that
are not fully developed under the agreement. These include,
but are not limited to, changes relating to online registration,
reporting, and remitting of payments by businesses for sales
and use tax purposes, monetary allowances for sellers and
their agents, sourcing, and amnesty for businesses registering
under the agreement.

(3) It is the intent of the legislature that the provisions of
this title relating to the administration and collection of state
and local sales and use taxes be interpreted and applied con-
sistently with the agreement.

(4) The department of revenue shall report to the fiscal
committees of the legislature on January 1, 2004, and each
January 1st thereafter, on the development of the agreement
and shall recommend changes to the sales and use tax struc-
ture and propose legislation as may be necessary to keep
Washington in compliance with the agreement. [2007 ¢ 6 §
105;2003 c 168 § 1.]

Part headings not law—Savings—Effective date—Severability—
2007 ¢ 6: See notes following RCW 82.32.020.
Findings—Intent—2007 c 6: See note following RCW 82.14.495.

Additional notes found at www.leg.wa.gov

82.02.220 Exclusion of steam, electricity, or electrical
energy from definition of certain terms. When the terms
"ingredient," "component part," "incorporated into," "goods,"
"products," "by-products,” "materials," "consumables," and
other similar terms denoting tangible items that may be used,
sold, or consumed are used in this title, the terms do not
include steam, electricity, or electrical energy. [2003 ¢ 168 §
701.]

Additional notes found at www.leg.wa.gov

82.02.230 One statewide rate and one jurisdiction-
wide rate for sales and use taxes. (1) There shall be one
statewide rate for sales and use taxes imposed at the state
level. This subsection does not apply to the taxes imposed by
RCW 82.08.150, 82.12.022, or 82.18.020, or to taxes
imposed on the sale, rental, lease, or use of motor vehicles,
aircraft, watercraft, modular homes, manufactured homes, or
mobile homes.

(2) There shall be one jurisdiction-wide rate for local
sales and use taxes imposed at levels below the state level.
This subsection does not apply to the taxes imposed by chap-
ter 67.28 RCW, RCW 35.21.280, 36.38.010, 36.38.040,
*67.40.090, 82.80.030, or 82.14.360, or to taxes imposed on
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the sale, rental, lease, or use of motor vehicles, aircraft,
watercraft, modular homes, manufactured homes, or mobile
homes. [2009 ¢ 289 § 3; 2004 ¢ 153 § 405; 2003 ¢ 168 §
801.]

*Reviser's note: RCW 67.40.090 was repealed by 2010 1st sp.s. c 15§
14, effective November 30, 2010.

Additional notes found at www.leg.wa.gov

82.02.240 Professional employer organizations—
Liability for certain taxes and fees. (1) A professional
employer organization is not liable for any tax imposed by or
under the authority of this title or Title 35 RCW or any other
tax, fee, or charge that the department administers based
solely on the activities or status of a covered employee hav-
ing a coemployment relationship with the professional
employer organization.

(2) This subsection does not exempt a professional
employer organization from:

(a) Any tax imposed by or under the authority of this or
any other title based on:

(i) Professional employer services provided by the pro-
fessional employer organization; or

(ii) The status or activities of employees of the profes-
sional employer organization that are not covered employees
coemployed with a client; or

(b) The duty to withhold, collect, report, and remit pay-
roll-related and unemployment taxes as required by state law
and regulation.

(3) The definitions in RCW 82.04.540 apply to this sec-
tion. [2006 ¢ 301 § 8.]

Effective date—Act does not affect application of Title 50 or 51
RCW-—2006 ¢ 301: See notes following RCW 82.32.710.
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BOARD OF TAX APPEALS

Sections

82.03.010  Board created.

82.03.020  Members—Number—Qualifications—Appointment.

82.03.030  Terms—Vacancies.

82.03.040  Removal of members—Grounds—Procedure.

82.03.050  Operation on part-time or full-time basis—Salary—Compen-
sation—Travel expenses.

82.03.060  Members not to be candidate or hold public office, engage in
inconsistent occupation nor be on political committee—
Restriction on leaving board.

82.03.070  Executive director, tax referees, clerk, assistants.

82.03.080  Chair.

82.03.090  Office of board—Quorum—Hearings.

82.03.100  Findings and decisions—Signing—Filing—Public inspection.

82.03.110  Publication of findings and decisions.

82.03.120  Journal of final findings and decisions.

82.03.130  Appeals to board—Jurisdiction as to types of appeals—Filing.

82.03.140  Appeals to board—Election of formal or informal hearing.

82.03.150  Appeals to board—Informal hearings, powers of board or tax
referees—Assistance.

82.03.160  Appeals to board—Formal hearings, powers of board or tax
referees—Assistance.

82.03.170  Rules of practice and procedure.

82.03.180  Judicial review.

82.03.190  Appeal to board from denial of petition or notice of determina-
tion as to reduction or refund—Procedure—Notice.

82.03.200  Appeals from county board of equalization—Evidence sub-

mission in advance of hearing.

Limitation on increase in property value in appeals to board of tax appeals
from county board of equalization: RCW 84.08.060.

Review of sale price established for certain shorelands: RCW 79.125.450.
(2016 Ed.)

82.03.050

82.03.010 Board created. There is hereby created the
board of tax appeals of the state of Washington as an agency
of state government. [1967 ex.s. ¢ 26 § 30.]

Additional notes found at www.leg.wa.gov

82.03.020 Members—Number—Qualifications—
Appointment. The board of tax appeals, hereinafter in chap-
ter 26, Laws of 1967 ex. sess. referred to as the board, shall
consist of three members qualified by experience and training
in the field of state and local taxation, appointed by the gov-
ernor with the advice and consent of the senate, and no more
than two of whom at the time of appointment or during their
terms shall be members of the same political party. [1967
ex.s.c 26§ 31.]

82.03.030 Terms—Vacancies. Members of the board
shall be appointed for a term of six years and until their suc-
cessors are appointed and have qualified. In case of a
vacancy, it shall be filled by appointment by the governor for
the unexpired portion of the term in which said vacancy
occurs: PROVIDED, That the terms of the first three mem-
bers of the board shall be staggered so that one member shall
be appointed to serve until March 1, 1969, one member until
March 1, 1971, and one member until March 1, 1973. [1967
ex.s. ¢ 26 § 32.]

82.03.040 Removal of members—Grounds—Proce-
dure. Any member of the board may be removed for ineffi-
ciency, malfeasance or misfeasance in office, upon specific
written charges filed by the governor, who shall transmit such
written charges to the member accused and to the chief jus-
tice of the supreme court. The chief justice shall thereupon
designate a tribunal composed of three judges of the superior
court to hear and adjudicate the charges. Such tribunal shall
fix the time of the hearing, which shall be public, and the pro-
cedure for the hearing, and the decision of such tribunal shall
be final and not subject to review by the supreme court.
Removal of any member of the board by the tribunal shall
disqualify such member for reappointment. [1967 ex.s. ¢ 26
§33.]

82.03.050 Operation on part-time or full-time
basis—Salary—Compensation—Travel expenses. The
board shall operate on either a part-time or a full-time basis,
as determined by the governor. If it is determined that the
board shall operate on a full-time basis, each member of the
board shall receive an annual salary to be determined by the
governor. If it is determined that the board shall operate on a
part-time basis, each member of the board shall receive com-
pensation on the basis of seventy-five dollars for each day
spent in performance of his or her duties, but such compensa-
tion shall not exceed ten thousand dollars in a fiscal year.
Each board member shall receive reimbursement for travel
expenses incurred in the discharge of his or her duties in
accordance with RCW 43.03.050 and 43.03.060 as now
existing or hereafter amended. [2013 ¢ 23 § 311; 1975-'76
2nd ex.s. ¢ 34 § 176; 1970 ex.s. ¢ 65 § 2; 1967 ex.s. ¢ 26 §
34.]

Additional notes found at www.leg.wa.gov
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82.03.060 Members not to be candidate or hold pub-
lic office, engage in inconsistent occupation nor be on
political committee—Restriction on leaving board. Each
member of the board of tax appeals:

(1) Shall not be a candidate for nor hold any other public
office or trust, and shall not engage in any occupation or busi-
ness interfering with or inconsistent with his or her duty as a
member of the board, nor shall he or she serve on or under
any committee of any political party; and

(2) Shall not for a period of one year after the termination
of his or her membership on the board, act in a representative
capacity before the board on any matter. [2013 ¢ 23 § 312;
1967 ex.s. ¢ 26 § 35.]

82.03.070 Executive director, tax referees, clerk,
assistants. The board may appoint, discharge and fix the
compensation of an executive director, tax referees, a clerk,
and such other clerical, professional and technical assistants
as may be necessary. Tax referees shall not be subject to
chapter 41.06 RCW. [1988 ¢ 222 § 2; 1967 ex.s. ¢ 26 § 36.]

82.03.080 Chair. The board shall as soon as practicable
after the initial appointment of the members thereof, meet
and elect from among its members a chair, and shall at least
biennially thereafter meet and elect such a chair. [2013 ¢ 23
§ 313; 1967 ex.s. ¢ 26 § 37.]

82.03.090 Office of board—Quorum—Hearings.
The principal office of the board shall be at the state capital,
but it may sit or hold hearings at any other place in the state.
A majority of the board shall constitute a quorum for making
orders or decisions, promulgating rules and regulations nec-
essary for the conduct of its powers and duties, or transacting
other official business, and may act though one position on
the board be vacant. One or more members may hold hear-
ings and take testimony to be reported for action by the board
when authorized by rule or order of the board. The board
shall perform all the powers and duties specified in this chap-
ter or as otherwise provided by law. [1967 ex.s. ¢ 26 § 38.]

82.03.100 Findings and decisions—Signing—Fil-
ing—Public inspection. The board shall make findings of
fact and prepare a written decision in each case decided by it,
and such findings and decision shall be effective upon being
signed by two or more members of the board and upon being
filed at the board's principal office, and shall be open to pub-
lic inspection at all reasonable times. [1967 ex.s. ¢ 26 § 39.]

82.03.110 Publication of findings and decisions. The
board shall either publish at its expense or make arrange-
ments with a publishing firm for the publication of those of
its findings and decisions which are of general public interest,
in such form as to assure reasonable distribution thereof.
[1967 ex.s. ¢ 26 § 40.]

82.03.120 Journal of final findings and decisions.
The board shall maintain at its principal office a copy of its
final findings and decisions. The findings and decisions shall
be available for public inspection at the principal office of the
board at all reasonable times. [1988 ¢ 222 § 3; 1967 ex.s. ¢
26 §41.]
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82.03.130 Appeals to board—Jurisdiction as to types
of appeals—Filing. (1) The board shall have jurisdiction to
decide the following types of appeals:

(a) Appeals taken pursuant to RCW 82.03.190.

(b) Appeals from a county board of equalization pursu-
ant to RCW 84.08.130.

(c) Appeals by an assessor or landowner from an order of
the director of revenue made pursuant to RCW 84.08.010 and
84.08.0060, if filed with the board of tax appeals within thirty
days after the mailing of the order, the right to such an appeal
being hereby established.

(d) Appeals by an assessor or owner of an intercounty
public utility or private car company from determinations by
the director of revenue of equalized assessed valuation of
property and the apportionment thereof to a county made pur-
suant to chapter 84.12 and 84.16 RCW, if filed with the board
of tax appeals within thirty days after mailing of the determi-
nation, the right to such appeal being hereby established.

(e) Appeals by an assessor, landowner, or owner of an
intercounty public utility or private car company from a
determination of any county indicated ratio for such county
compiled by the department of revenue pursuant to RCW
84.48.075: PROVIDED, That

(1) Said appeal be filed after review of the ratio under
RCW 84.48.075(3) and not later than fifteen days after the
mailing of the certification; and

(i1) The hearing before the board shall be expeditiously
held in accordance with rules prescribed by the board and
shall take precedence over all matters of the same character.

(f) Appeals from the decisions of sale price of second-
class shorelands on navigable lakes by the department of nat-
ural resources pursuant to *RCW 79.94.210.

(g) Appeals from urban redevelopment property tax
apportionment district proposals established by governmen-
tal ordinances pursuant to RCW 39.88.060.

(h) Appeals from interest rates as determined by the
department of revenue for use in valuing farmland under cur-
rent use assessment pursuant to RCW 84.34.065.

(i) Appeals from revisions to stumpage value tables used
to determine value by the department of revenue pursuant to
RCW 84.33.091.

(j) Appeals from denial of tax exemption application by
the department of revenue pursuant to RCW 84.36.850.

(k) Appeals pursuant to RCW 84.40.038(3).

(1) Appeals pursuant to RCW 84.39.020.

(2) Except as otherwise specifically provided by law
hereafter, the provisions of RCW 1.12.070 shall apply to all
notices of appeal filed with the board of tax appeals. [2005 ¢
253 §7;1998 ¢ 54 § 1; 1994 ¢ 123 § 3; 1992 ¢ 206 § 9; 1989
c378 § 4; 1982 Istex.s. c46 § 6; 1977 ex.s. ¢ 284 § 2; 1967
ex.s.c 26 § 42.]

*Reviser's note: RCW 79.94.210 was recodified as RCW 79.125.450
pursuant to 2005 ¢ 155 § 1008.

Purpose—Intent—1977 ex.s. ¢ 284: See note following RCW
84.48.075.

Additional notes found at www.leg.wa.gov

82.03.140 Appeals to board—Election of formal or
informal hearing. In all appeals over which the board has
jurisdiction under RCW 82.03.130, a party taking an appeal
may elect either a formal or an informal hearing, such elec-
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tion to be made according to rules of practice and procedure
to be promulgated by the board: PROVIDED, That nothing
shall prevent the assessor or taxpayer, as a party to an appeal
pursuant to RCW 84.08.130, within twenty days from the
date of the receipt of the notice of appeal, from filing with the
clerk of the board notice of intention that the hearing be a for-
mal one: PROVIDED, HOWEVER, That nothing herein
shall be construed to modify the provisions of RCW
82.03.190: AND PROVIDED FURTHER, That upon an
appeal under RCW 82.03.130(1)(e), the director of revenue
may, within ten days from the date of its receipt of the notice
of appeal, file with the clerk of the board notice of its inten-
tion that the hearing be held pursuant to chapter 34.05 RCW.
In the event that appeals are taken from the same decision,
order, or determination, as the case may be, by different par-
ties and only one of such parties elects a formal hearing, a
formal hearing shall be granted. [2000 ¢ 103 § 1; 1988 ¢ 222
§4; 1982 1stex.s. c46 § 8; 1967 ex.s. ¢ 26 § 43.]

82.03.150 Appeals to board—Informal hearings,
powers of board or tax referees—Assistance. In all
appeals involving an informal hearing, the board or its tax
referees shall have all powers relating to administration of
oaths, issuance of subpoenas, and taking of depositions as are
granted to agencies by chapter 34.05 RCW. The board, or its
tax referees, shall also have all powers granted the depart-
ment of revenue pursuant to RCW 82.32.110. In the case of
appeals within the scope of RCW 82.03.130(1)(b) the board
or any member thereof may obtain such assistance, including
the making of field investigations, from the staff of the direc-
tor of revenue as the board or any member thereof may deem
necessary or appropriate. [2000 ¢ 103 § 2; 1988 ¢ 222 § 5;
1967 ex.s. ¢ 26 § 44.]

82.03.160 Appeals to board—Formal hearings, pow-
ers of board or tax referees—Assistance. In all appeals
involving a formal hearing the board or its tax referees shall
have all powers relating to administration of oaths, issuance
of subpoenas, and taking of depositions as are granted to
agencies in chapter 34.05 RCW,; and the board, and each
member thereof, or its tax referees, shall be subject to all
duties imposed upon, and shall have all powers granted to, an
agency by those provisions of chapter 34.05 RCW relating to
adjudicative proceedings. The board, or its tax referees, shall
also have all powers granted the department of revenue pur-
suant to RCW 82.32.110. In the case of appeals within the
scope of RCW 82.03.130(1)(b), the board, or any member
thereof, may obtain such assistance, including the making of
field investigations, from the staff of the director of revenue
as the board, or any member thereof, may deem necessary or
appropriate: PROVIDED, HOWEVER, That any communi-
cation, oral or written, from the staff of the director to the
board or its tax referees shall be presented only in open hear-
ing. [2000 ¢ 103 § 3; 1989 ¢ 175 § 175; 1988 ¢ 222 § 6; 1967
ex.s. ¢ 26 §45.]

Additional notes found at www.leg.wa.gov

82.03.170 Rules of practice and procedure. All pro-
ceedings, including both formal and informal hearings,
before the board or any of its members or tax referees shall be
conducted in accordance with such rules of practice and pro-
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82.03.190

cedure as the board may prescribe. The board shall publish
such rules and arrange for the reasonable distribution thereof.
[1988 ¢ 222 § 7; 1967 ex.s. ¢ 26 § 46.]

82.03.180 Judicial review. Judicial review of a deci-
sion of the board of tax appeals shall be de novo in accor-
dance with the provisions of RCW 82.32.180 or 84.68.020 as
applicable except when the decision has been rendered pursu-
ant to a formal hearing elected under RCW 82.03.140 or
82.03.190, in which event judicial review may be obtained
only pursuant to RCW 34.05.510 through 34.05.598: PRO-
VIDED, HOWEVER, That nothing herein shall be construed
to modify the rights of a taxpayer conferred by RCW
82.32.180 and 84.68.020 to sue for tax refunds: AND PRO-
VIDED FURTHER, That no review from a decision made
pursuant to RCW 82.03.130(1)(a) may be obtained by a tax-
payer unless within the petition period provided by RCW
34.05.542 the taxpayer shall have first paid in full the con-
tested tax, together with all penalties and interest thereon, if
any. The director of revenue shall have the same right of
review from a decision made pursuant to RCW
82.03.130(1)(a) as does a taxpayer; and the director of reve-
nue and all parties to an appeal under RCW 82.03.130(1)(e)
shall have the right of review from a decision made pursuant
to RCW 82.03.130(1)(e). [2000 ¢ 103 § 4; 1989 ¢ 175 § 176;
1982 1stex.s. c 46 § 9; 1967 ex.s. ¢ 26 § 47.]

Additional notes found at www.leg.wa.gov

82.03.190 Appeal to board from denial of petition or
notice of determination as to reduction or refund—Proce-
dure—Notice. (1) Except as provided in subsection (2) of
this section, any person having received notice of a denial of
a petition or a notice of determination made under RCW
82.32.160, 82.32.170, 82.34.110, or 82.49.060 may appeal by
filing in accordance with RCW 1.12.070 a notice of appeal
with the board of tax appeals within thirty days after the mail-
ing of the notice of such denial or determination. In the notice
of appeal the taxpayer must set forth the amount of the tax
which the taxpayer contends should be reduced or refunded
and the reasons for such reduction or refund, in accordance
with rules of practice and procedure prescribed by the board.
However, if the notice of appeal relates to an application
made to the department under chapter 82.34 RCW, the tax-
payer must set forth the amount to which the taxpayer claims
the credit or exemption should apply, and the grounds for
such contention, in accordance with rules of practice and pro-
cedure prescribed by the board. The board must transmit a
copy of the notice of appeal to the department and all other
named parties within thirty days of its receipt by the board. If
the taxpayer intends that the hearing before the board be held
pursuant to the administrative procedure act (chapter 34.05
RCW), the notice of appeal must also so state. In the event
that the notice of appeal does not so state, the department
may, within thirty days from the date of its receipt of the
notice of appeal, file with the board notice of its intention that
the hearing be held pursuant to the administrative procedure
act.

(2) No person may file a notice of appeal with the board
of tax appeals to contest the amount of spirits taxes assessed
or asserted to be due by the department of revenue unless the
person has first paid the full amount of the contested spirits
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82.03.200

taxes. For purposes of this subsection, "spirits taxes" has the
same meaning as in RCW 82.08.155. [2012 ¢ 39 § 3; 1998 ¢
54§2;1989¢378§5;1983¢3§211;1979 ex.s. c 209 § 50;
1975 1stex.s. ¢ 158 § 3; 1967 ex.s. ¢ 26 § 48.]

Construction—Effective date—2012 ¢ 39: See notes following RCW

82.08.155.

Review of disputes as to appraised value of watercraft: RCW 82.49.060.
Additional notes found at www.leg.wa.gov

82.03.200 Appeals from county board of equaliza-
tion—Evidence submission in advance of hearing. In all
appeals taken pursuant to RCW 84.08.130 the assessor or

taxpayer

shall submit evidence of comparable sales to be

used in a hearing to the board and to all parties at least ten
business days in advance of such hearing. Failure to comply

with the

requirements set forth in this section shall be

grounds for the board, upon objection, to continue the hear-
ing or refuse to consider evidence not timely submitted.
[1994 ¢ 301 § 17.]
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Deductions—Aurtistic or cultural organization—Compensation
from United States, state, etc., for artistic or cultural exhibi-
tions, performances, or programs.

Deductions—Artistic or cultural organization—Deduction for
tax under RCW 82.04.240—Value of articles for use in dis-
playing art objects or presenting artistic or cultural exhibi-
tions, performances, or programs.

Deductions—Artistic or cultural organizations—Tuition
charges for attending artistic or cultural education programs.

Deductions—Aurtistic and cultural organizations—Income
from business activities.

"Artistic or cultural organization" defined.

Deductions—Sales of fuel for consumption outside United
States' waters by vessels in foreign commerce.

Deductions—Insurance claims for state health care coverage.

Deductions—Tuition fees of foreign degree-granting institu-
tions.

Deductions—Certain amounts received by assisted living
facilities.

Deductions—Grants to support salmon restoration.
Deductions—Commercial aircraft loan interest and fees.
Deductions—Qualified dispute resolution centers.
Deductions—Paymaster services.
Deductions—Cooperative finance organizations.

Credit—Public safety standards and testing.

Credit—Persons taxable on multiple activities.

Credit against tax due—Maximum credit—Table.
Credit—New employment for international service activities

in eligible areas—Designation of census tracts for eligibil-
ity—Records—Tax due upon ineligibility—Interest
assessment—Information from employment security
department.

Credit—Preproduction development expenditures.

Credit—Property and leasehold taxes paid on property used
for manufacture of commercial airplanes.

Credit—Natural or manufactured gas purchased by direct ser-
vice industrial customers—Reports.

Credit—Manufacturing semiconductor materials.

Credit—Property taxes paid by aluminum smelter.

Credit—Sales of electricity or gas to an aluminum smelter.

Credit—Programming or manufacturing software in rural
counties.

Credit—Syrup taxes paid by buyer.

Credit—Motion picture competitiveness program.

Credit—Washington customized employment training pro-
gram.

Credit—Clean alternative fuel commercial vehicles.

Credit—Businesses that hire veterans.

Value of products, how determined.

Apportionable income—Taxable in Washington and another
state.

Apportionable income.

Wholesale sale—Reseller permit—Exemption certificates—
Burden of proof—Tax liability.

Sales in own name—Sales as agent.

Tax part of operating overhead.

General administrative provisions invoked.

Administrative provisions for motor vehicle sales by courtesy
dealers.

Telecommunications service providers—Calculation of gross
proceeds.

Gross proceeds of sales calculation for mobile telecommunica-
tions service provider.

Professional employer organizations—Taxable under RCW
82.04.290(2)—Deduction.

Exemptions—M aterials printed in county, city, town, school
district, educational service district, library or library district.

Exemptions—Affixing stamp services for cigarette sales.

Exemptions—Import or export commerce.

Exemptions—Certain limited purpose public corporations,
commissions, and authorities.

Exemptions—Certain prescription drugs.

Exemptions—Custom farming services.

Exemptions—Commercial airplane parts.

Exemptions—Nonprofits providing legal services to low-
income persons.

Exemptions—Washington vaccine association—Certain
assessments received.

Exemptions—Financial institutions—Amounts received from
certain affiliated persons.

Exemptions—Investment conduits and securitization entities.

Exemptions—Joint municipal utility services authorities.

Exemptions—Environmental handling charges—Mercury-
containing lights.
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82.04.010

82.04.750  Exemptions—Restaurant employee meals.

82.04.755  Exemptions—QGrants received by a nonprofit organization for
the program established under RCW 70.93.180(1)(b)(ii).

82.04.756  Exemptions—Marijuana cooperatives.

82.04.760  Tax preferences—Expiration dates.

82.04.900  Construction—1961 ¢ 15.

Admission tax
cities: RCW 35.21.280.
counties: Chapter 36.38 RCW.

Commute trip reduction incentives: Chapter 82.70 RCW.
Housing authorities, tax exemption: Chapter 35.82 RCW.
Public utility districts, privilege taxes: Chapter 54.28 RCW.

82.04.010 Introductory. Unless the context clearly
requires otherwise, the definitions set forth in the sections
preceding RCW 82.04.220 apply throughout this chapter.
[1996 ¢ 93 § 4; 1961 c 15 § 82.04.010. Prior: 1955 ¢ 389 § 2;
prior: 1949 ¢ 228 § 2, part; 1945 ¢ 249 § 1, part; 1943 ¢ 156 §
2, part; 1941 ¢ 178 § 2, part; 1939 ¢ 225 § 2, part; 1937 ¢ 227
§ 2, part; 1935 ¢ 180 § 5, part; Rem. Supp. 1949 § 8370-5,
part.]

82.04.020 "Tax year," "taxable year." "Tax year" or
"taxable year" means either the calendar year, or the tax-
payer's fiscal year when permission is obtained from the
department of revenue to use a fiscal year in lieu of the calen-
dar year. [1975 1stex.s. ¢ 278 § 39; 1961 ¢ 15 § 82.04.020.
Prior: 1955 ¢ 389 § 3; prior: 1949 ¢ 228 § 2, part; 1945 ¢ 249
§ 1, part; 1943 ¢ 156 § 2, part; 1941 ¢ 178 § 2, part; 1939 ¢
225 § 2, part; 1937 ¢ 227 § 2, part; 1935 ¢ 180 § 5; Rem.
Supp. 1949 § 8370-5, part.]

Additional notes found at www.leg.wa.gov

82.04.030 '"Person,” "company." "Person" or "com-
pany", herein used interchangeably, means any individual,
receiver, administrator, executor, assignee, trustee in bank-
ruptcy, trust, estate, firm, copartnership, joint venture, club,
company, joint stock company, business trust, municipal cor-
poration, political subdivision of the state of Washington,
corporation, limited liability company, association, society,
or any group of individuals acting as a unit, whether mutual,
cooperative, fraternal, nonprofit, or otherwise and the United
States or any instrumentality thereof. [1995 ¢ 318 § 1; 1963
ex.s.c 28 § 1; 1961 ¢ 15 § 82.04.030. Prior: 1955 ¢ 389 § 4;
prior: 1949 ¢ 228 § 2, part; 1945 ¢ 249 § 1, part; 1943 ¢ 156 §
2, part; 1941 ¢ 178 § 2, part; 1939 ¢ 225 § 2, part; 1937 ¢ 227
§ 2, part; 1935 ¢ 180 § 5, part; Rem. Supp. 1949 § 8370-5,
part.]

International companies investing in Washington—Eligibility for excise tax

incentives: RCW 43.330.068.

Additional notes found at www.leg.wa.gov

82.04.035 "Plantation Christmas trees." "Plantation
Christmas trees" means Christmas trees which are exempt
from the timber excise tax under RCW 84.33.170. [1987 ¢ 23

§ 1]

82.04.040 '"Sale," "casual or isolated sale," "lease or
rental." (1) "Sale" means any transfer of the ownership of,
title to, or possession of property for a valuable consideration
and includes any activity classified as a "sale at retail" or
"retail sale" under RCW 82.04.050. It includes lease or rental,
conditional sale contracts, and any contract under which pos-

[Title 82 RCW—page 14]

Title 82 RCW: Excise Taxes

session of the property is given to the purchaser but title is
retained by the vendor as security for the payment of the pur-
chase price. It also includes the furnishing of food, drink, or
meals for compensation whether consumed upon the prem-
ises or not.

(2) "Casual or isolated sale" means a sale made by a per-
son who is not engaged in the business of selling the type of
property involved.

(3)(a) "Lease or rental" means any transfer of possession
or control of tangible personal property for a fixed or indeter-
minate term for consideration. A lease or rental may include
future options to purchase or extend. "Lease or rental"
includes agreements covering motor vehicles and trailers
where the amount of consideration may be increased or
decreased by reference to the amount realized upon sale or
disposition of the property as defined in 26 U.S.C. Sec.
7701(h)(1), as amended or renumbered as of January 1, 2003.
The definition in this subsection (3) shall be used for sales
and use tax purposes regardless if a transaction is character-
ized as a lease or rental under generally accepted accounting
principles, the United States internal revenue code, Washing-
ton state's commercial code, or other provisions of federal,
state, or local law.

(b) "Lease or rental" does not include:

(1) A transfer of possession or control of property under
a security agreement or deferred payment plan that requires
the transfer of title upon completion of the required pay-
ments;

(i1) A transfer of possession or control of property under
an agreement that requires the transfer of title upon comple-
tion of required payments, and payment of an option price
does not exceed the greater of one hundred dollars or one per-
cent of the total required payments; or

(iii) Providing tangible personal property along with an
operator for a fixed or indeterminate period of time. A condi-
tion of this exclusion is that the operator is necessary for the
tangible personal property to perform as designed. For the
purpose of this subsection (3)(b)(iii), an operator must do
more than maintain, inspect, or set up the tangible personal
property. [2004 ¢ 153 § 402; 2003 ¢ 168 § 103; 1961 c 15 §
82.04.040. Prior: 1959 ex.s. ¢ 5§ 1; 1959 ex.s. ¢ 3 § 1; 1955
¢ 389 § 5; prior: 1949 ¢ 228 § 2, part; 1945 ¢ 249 § 1, part;
1943 ¢ 156 § 2, part; 1941 ¢ 178 § 2, part; 1939 ¢ 225 § 2,
part; 1937 ¢ 227 § 2, part; 1935 ¢ 180 § 5, part; Rem. Supp.
1949 § 8370-5, part.]

Additional notes found at www.leg.wa.gov

82.04.050 'Sale at retail," "retail sale." (1)(a) "Sale
at retail" or "retail sale" means every sale of tangible personal
property (including articles produced, fabricated, or
imprinted) to all persons irrespective of the nature of their
business and including, among others, without limiting the
scope hereof, persons who install, repair, clean, alter,
improve, construct, or decorate real or personal property of or
for consumers other than a sale to a person who:

(1) Purchases for the purpose of resale as tangible per-
sonal property in the regular course of business without inter-
vening use by such person, but a purchase for the purpose of
resale by a regional transit authority under RCW 81.112.300
is not a sale for resale; or
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(i1) Installs, repairs, cleans, alters, imprints, improves,
constructs, or decorates real or personal property of or for
consumers, if such tangible personal property becomes an
ingredient or component of such real or personal property
without intervening use by such person; or

(iii) Purchases for the purpose of consuming the property
purchased in producing for sale as a new article of tangible
personal property or substance, of which such property
becomes an ingredient or component or is a chemical used in
processing, when the primary purpose of such chemical is to
create a chemical reaction directly through contact with an
ingredient of a new article being produced for sale; or

(iv) Purchases for the purpose of consuming the property
purchased in producing ferrosilicon which is subsequently
used in producing magnesium for sale, if the primary purpose
of such property is to create a chemical reaction directly
through contact with an ingredient of ferrosilicon; or

(v) Purchases for the purpose of providing the property
to consumers as part of competitive telephone service, as
defined in RCW 82.04.065; or

(vi) Purchases for the purpose of satisfying the person's
obligations under an extended warranty as defined in subsec-
tion (7) of this section, if such tangible personal property
replaces or becomes an ingredient or component of property
covered by the extended warranty without intervening use by
such person.

(b) The term includes every sale of tangible personal
property that is used or consumed or to be used or consumed
in the performance of any activity defined as a "sale at retail”
or "retail sale" even though such property is resold or used as
provided in (a)(i) through (vi) of this subsection following
such use.

(c) The term also means every sale of tangible personal
property to persons engaged in any business that is taxable
under RCW 82.04.280(1) (a), (b), and (g), 82.04.290, and
82.04.2908.

(2) The term "sale at retail" or "retail sale" includes the
sale of or charge made for tangible personal property con-
sumed and/or for labor and services rendered in respect to the
following:

(a) The installing, repairing, cleaning, altering, imprint-
ing, or improving of tangible personal property of or for con-
sumers, including charges made for the mere use of facilities
in respect thereto, but excluding charges made for the use of
self-service laundry facilities, and also excluding sales of
laundry service to nonprofit health care facilities, and exclud-
ing services rendered in respect to live animals, birds and
insects;

(b) The constructing, repairing, decorating, or improving
of new or existing buildings or other structures under, upon,
or above real property of or for consumers, including the
installing or attaching of any article of tangible personal
property therein or thereto, whether or not such personal
property becomes a part of the realty by virtue of installation,
and also includes the sale of services or charges made for the
clearing of land and the moving of earth excepting the mere
leveling of land used in commercial farming or agriculture;

(c) The constructing, repairing, or improving of any
structure upon, above, or under any real property owned by
an owner who conveys the property by title, possession, or
any other means to the person performing such construction,
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repair, or improvement for the purpose of performing such
construction, repair, or improvement and the property is then
reconveyed by title, possession, or any other means to the
original owner;

(d) The cleaning, fumigating, razing, or moving of exist-
ing buildings or structures, but does not include the charge
made for janitorial services; and for purposes of this section
the term "janitorial services" means those cleaning and care-
taking services ordinarily performed by commercial janitor
service businesses including, but not limited to, wall and win-
dow washing, floor cleaning and waxing, and the cleaning in
place of rugs, drapes and upholstery. The term "janitorial ser-
vices" does not include painting, papering, repairing, furnace
or septic tank cleaning, snow removal or sandblasting;

(e) Automobile towing and similar automotive transpor-
tation services, but not in respect to those required to report
and pay taxes under chapter 82.16 RCW;

(f) The furnishing of lodging and all other services by a
hotel, rooming house, tourist court, motel, trailer camp, and
the granting of any similar license to use real property, as dis-
tinguished from the renting or leasing of real property, and it
is presumed that the occupancy of real property for a contin-
uous period of one month or more constitutes a rental or lease
of real property and not a mere license to use or enjoy the
same. For the purposes of this subsection, it is presumed that
the sale of and charge made for the furnishing of lodging for
a continuous period of one month or more to a person is a
rental or lease of real property and not a mere license to enjoy
the same;

(g) The installing, repairing, altering, or improving of
digital goods for consumers;

(h) Persons taxable under (a), (b), (¢), (d), (e), (f), and (g)
of this subsection when such sales or charges are for prop-
erty, labor and services which are used or consumed in whole
or in part by such persons in the performance of any activity
defined as a "sale at retail" or "retail sale" even though such
property, labor and services may be resold after such use or
consumption. Nothing contained in this subsection may be
construed to modify subsection (1) of this section and noth-
ing contained in subsection (1) of this section may be con-
strued to modify this subsection.

(3) The term "sale at retail" or "retail sale" includes the
sale of or charge made for personal, business, or professional
services including amounts designated as interest, rents, fees,
admission, and other service emoluments however desig-
nated, received by persons engaging in the following busi-
ness activities:

(a) Abstract, title insurance, and escrow services;

(b) Credit bureau services;

(c) Automobile parking and storage garage services;

(d) Landscape maintenance and horticultural services
but excluding (i) horticultural services provided to farmers
and (ii) pruning, trimming, repairing, removing, and clearing
of trees and brush near electric transmission or distribution
lines or equipment, if performed by or at the direction of an
electric utility;

(e) Service charges associated with tickets to profes-
sional sporting events;

(f) The following personal services: Tanning salon ser-
vices, tattoo parlor services, steam bath services, turkish bath
services, escort services, and dating services; and
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(g)(1) Operating an athletic or fitness facility, including
all charges for the use of such a facility or for any associated
services and amenities, except as provided in (g)(ii) of this
subsection.

(i1) Notwithstanding anything to the contrary in (g)(i) of
this subsection (3), the term "sale at retail" and "retail sale"
under this subsection does not include:

(A) Separately stated charges for the use of an athletic or
fitness facility where such use is primarily for a purpose other
than engaging in or receiving instruction in a physical fitness
activity;

(B) Separately stated charges for the use of a discrete
portion of an athletic or fitness facility, other than a pool,
where such discrete portion of the facility does not by itself
meet the definition of "athletic or fitness facility" in this sub-
section;

(C) Separately stated charges for services, such as adver-
tising, massage, nutritional consulting, and body composition
testing, that do not require the customer to engage in physical
fitness activities to receive the service. The exclusion in this
subsection (3)(g)(i1)(C) does not apply to personal training
services and instruction in a physical fitness activity;

(D) Separately stated charges for physical therapy pro-
vided by a physical therapist, as those terms are defined in
RCW 18.74.010, or occupational therapy provided by an
occupational therapy practitioner, as those terms are defined
in RCW 18.59.020, when performed pursuant to a referral
from an authorized health care practitioner or in consultation
with an authorized health care practitioner. For the purposes
of this subsection (3)(g)(ii)(D), an authorized health care
practitioner means a health care practitioner licensed under
chapter 18.83, 18.25, 18.36A, 18.57, 18.57A, 18.71, or
18.71A RCW;

(E) Rent or association fees charged by a landlord or res-
idential association to a tenant or residential owner with
access to an athletic or fitness facility maintained by the land-
lord or residential association, unless the rent or fee varies
depending on whether the tenant or owner has access to the
facility;

(F) Services provided in the regular course of employ-
ment by an employee with access to an athletic or fitness
facility maintained by the employer for use without charge by
its employees or their family members;

(G) The provision of access to an athletic or fitness facil-
ity by an educational institution to its students and staff.
However, charges made by an educational institution to its
alumni or other members of the public for the use of any of
the educational institution's athletic or fitness facilities are a
retail sale under this subsection (3)(g). For purposes of this
subsection (3)(g)(i1)(G), "educational institution" has the
same meaning as in RCW 82.04.170; and

(H) Yoga, tai chi, or chi gong classes held at a commu-
nity center, park, gymnasium, college or university, hospital
or other medical facility, private residence, or any facility
that is not primarily used for physical fitness activities other
than yoga, tai chi, or chi gong classes.

(iii) Nothing in (g)(ii) of this subsection (3) may be con-
strued to affect the taxation of sales made by the operator of
an athletic or fitness facility, where such sales are defined as
aretail sale under any provision of this section other than this
subsection (3).
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(iv) For the purposes of this subsection (3)(g), the fol-
lowing definitions apply:

(A) "Athletic or fitness facility" means an indoor or out-
door facility or portion of a facility that is primarily used for:
Exercise classes; strength and conditioning programs; per-
sonal training services; tennis, racquetball, handball, squash,
or pickleball; yoga; boxing, kickboxing, wrestling, martial
arts, or mixed martial arts training; or other activities requir-
ing the use of exercise or strength training equipment, such as
treadmills, elliptical machines, stair climbers, stationary
cycles, rowing machines, pilates equipment, balls, climbing
ropes, jump ropes, and weightlifting equipment.

(B) "Physical fitness activities" means activities that
involve physical exertion for the purpose of improving or
maintaining the general fitness, strength, flexibility, condi-
tioning, or health of the participant.

(4)(a) The term also includes the renting or leasing of
tangible personal property to consumers.

(b) The term does not include the renting or leasing of
tangible personal property where the lease or rental is for the
purpose of sublease or subrent.

(5) The term also includes the providing of "competitive
telephone service," "telecommunications service," or "ancil-
lary services," as those terms are defined in RCW 82.04.065,
to consumers.

(6)(a) The term also includes the sale of prewritten com-
puter software to a consumer, regardless of the method of
delivery to the end user. For purposes of (a) and (b) of this
subsection, the sale of prewritten computer software includes
the sale of or charge made for a key or an enabling or activa-
tion code, where the key or code is required to activate pre-
written computer software and put the software into use.
There is no separate sale of the key or code from the prewrit-
ten computer software, regardless of how the sale may be
characterized by the vendor or by the purchaser.

(b) The term "retail sale" does not include the sale of or
charge made for:

(1) Custom software; or

(i1) The customization of prewritten computer software.

(c)(i) The term also includes the charge made to consum-
ers for the right to access and use prewritten computer soft-
ware, where possession of the software is maintained by the
seller or a third party, regardless of whether the charge for the
service is on a per use, per user, per license, subscription, or
some other basis.

(i1)(A) The service described in (c)(i) of this subsection
(6) includes the right to access and use prewritten computer
software to perform data processing.

(B) For purposes of this subsection (6)(c)(ii), "data pro-
cessing" means the systematic performance of operations on
data to extract the required information in an appropriate
form or to convert the data to usable information. Data pro-
cessing includes check processing, image processing, form
processing, survey processing, payroll processing, claim pro-
cessing, and similar activities.

(7) The term also includes the sale of or charge made for
an extended warranty to a consumer. For purposes of this
subsection, "extended warranty" means an agreement for a
specified duration to perform the replacement or repair of
tangible personal property at no additional charge or a
reduced charge for tangible personal property, labor, or both,
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or to provide indemnification for the replacement or repair of
tangible personal property, based on the occurrence of speci-
fied events. The term "extended warranty" does not include
an agreement, otherwise meeting the definition of extended
warranty in this subsection, if no separate charge is made for
the agreement and the value of the agreement is included in
the sales price of the tangible personal property covered by
the agreement. For purposes of this subsection, "sales price"
has the same meaning as in RCW 82.08.010.

(8)(a) The term also includes the following sales to con-
sumers of digital goods, digital codes, and digital automated
services:

(1) Sales in which the seller has granted the purchaser the
right of permanent use;

(i) Sales in which the seller has granted the purchaser a
right of use that is less than permanent;

(iii) Sales in which the purchaser is not obligated to
make continued payment as a condition of the sale; and

(iv) Sales in which the purchaser is obligated to make
continued payment as a condition of the sale.

(b) A retail sale of digital goods, digital codes, or digital
automated services under this subsection (8) includes any
services provided by the seller exclusively in connection with
the digital goods, digital codes, or digital automated services,
whether or not a separate charge is made for such services.

(c) For purposes of this subsection, "permanent" means
perpetual or for an indefinite or unspecified length of time. A
right of permanent use is presumed to have been granted
unless the agreement between the seller and the purchaser
specifies or the circumstances surrounding the transaction
suggest or indicate that the right to use terminates on the
occurrence of a condition subsequent.

(9) The term also includes the charge made for providing
tangible personal property along with an operator for a fixed
or indeterminate period of time. A consideration of this is that
the operator is necessary for the tangible personal property to
perform as designed. For the purpose of this subsection (9),
an operator must do more than maintain, inspect, or set up the
tangible personal property.

(10) The term does not include the sale of or charge
made for labor and services rendered in respect to the build-
ing, repairing, or improving of any street, place, road, high-
way, easement, right-of-way, mass public transportation ter-
minal or parking facility, bridge, tunnel, or trestle which is
owned by a municipal corporation or political subdivision of
the state or by the United States and which is used or to be
used primarily for foot or vehicular traffic including mass
transportation vehicles of any kind.

(11) The term also does not include sales of chemical
sprays or washes to persons for the purpose of postharvest
treatment of fruit for the prevention of scald, fungus, mold, or
decay, nor does it include sales of feed, seed, seedlings, fer-
tilizer, agents for enhanced pollination including insects such
as bees, and spray materials to: (a) Persons who participate in
the federal conservation reserve program, the environmental
quality incentives program, the wetlands reserve program,
and the wildlife habitat incentives program, or their succes-
sors administered by the United States department of agricul-
ture; (b) farmers for the purpose of producing for sale any
agricultural product; (c) farmers for the purpose of providing
bee pollination services; and (d) farmers acting under cooper-
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ative habitat development or access contracts with an organi-
zation exempt from federal income tax under 26 U.S.C. Sec.
501(c)(3) of the federal internal revenue code or the Wash-
ington state department of fish and wildlife to produce or
improve wildlife habitat on land that the farmer owns or
leases.

(12) The term does not include the sale of or charge
made for labor and services rendered in respect to the con-
structing, repairing, decorating, or improving of new or exist-
ing buildings or other structures under, upon, or above real
property of or for the United States, any instrumentality
thereof, or a county or city housing authority created pursuant
to chapter 35.82 RCW, including the installing, or attaching
of any article of tangible personal property therein or thereto,
whether or not such personal property becomes a part of the
realty by virtue of installation. Nor does the term include the
sale of services or charges made for the clearing of land and
the moving of earth of or for the United States, any instru-
mentality thereof, or a county or city housing authority. Nor
does the term include the sale of services or charges made for
cleaning up for the United States, or its instrumentalities,
radioactive waste and other by-products of weapons produc-
tion and nuclear research and development.

(13) The term does not include the sale of or charge
made for labor, services, or tangible personal property pursu-
ant to agreements providing maintenance services for bus,
rail, or rail fixed guideway equipment when a regional transit
authority is the recipient of the labor, services, or tangible
personal property, and a transit agency, as defined in RCW
81.104.015, performs the labor or services.

(14) The term does not include the sale for resale of any
service described in this section if the sale would otherwise
constitute a "sale at retail" and "retail sale" under this section.

(15)(a) The term "sale at retail" or "retail sale" includes
amounts charged, however labeled, to consumers to engage
in any of the activities listed in this subsection (15)(a),
including the furnishing of any associated equipment or,
except as otherwise provided in this subsection, providing
instruction in such activities, where such charges are not oth-
erwise defined as a "sale at retail" or "retail sale" in this sec-
tion:

(1)(A) Golf, including any variant in which either golf
balls or golf clubs are used, such as miniature golf, hitting
golf balls at a driving range, and golf simulators, and includ-
ing fees charged by a golf course to a player for using his or
her own cart. However, charges for golf instruction are not a
retail sale, provided that if the instruction involves the use of
a golfing facility that would otherwise require the payment of
a fee, such as green fees or driving range fees, such fees,
including the applicable retail sales tax, must be separately
identified and charged by the golfing facility operator to the
instructor or the person receiving the instruction.

(B) Notwithstanding (a)(i)(A) of this subsection (15) and
except as otherwise provided in this subsection (15)(a)(i)(B),
the term "sale at retail” or "retail sale" does not include
amounts charged to participate in, or conduct, a golf tourna-
ment or other competitive event. However, amounts paid by
event participants to the golf facility operator are retail sales
under this subsection (15)(a)(i). Likewise, amounts paid by
the event organizer to the golf facility are retail sales under
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this subsection (15)(a)(i), if such amounts vary based on the
number of event participants;

(i1) Ballooning, hang gliding, indoor or outdoor sky div-
ing, paragliding, parasailing, and similar activities;

(iii) Air hockey, billiards, pool, foosball, darts, shuffle-
board, ping pong, and similar games;

(iv) Access to amusement park, theme park, and water
park facilities, including but not limited to charges for admis-
sion and locker or cabana rentals. Discrete charges for rides
or other attractions or entertainment that are in addition to the
charge for admission are not a retail sale under this subsec-
tion (15)(a)(iv). For the purposes of this subsection, an
amusement park or theme park is a location that provides per-
manently affixed amusement rides, games, and other enter-
tainment, but does not include parks or zoos for which the
primary purpose is the exhibition of wildlife, or fairs, carni-
vals, and festivals as defined in (b)(i) of this subsection;

(v) Batting cage activities;

(vi) Bowling, but not including competitive events,
except that amounts paid by the event participants to the
bowling alley operator are retail sales under this subsection
(15)(a)(vi). Likewise, amounts paid by the event organizer to
the operator of the bowling alley are retail sales under this
subsection (15)(a)(vi), if such amounts vary based on the
number of event participants;

(vii) Climbing on artificial climbing structures, whether
indoors or outdoors;

(viii) Day trips for sightseeing purposes;

(ix) Bungee jumping, zip lining, and riding inside a ball,
whether inflatable or otherwise;

(x) Horseback riding offered to the public, where the
seller furnishes the horse to the buyer and providing instruc-
tion is not the primary focus of the activity, including guided
rides, but not including therapeutic horseback riding pro-
vided by an instructor certified by a nonprofit organization
that offers national or international certification for therapeu-
tic riding instructors;

(xi) Fishing, including providing access to private fish-
ing areas and charter or guided fishing, except that fishing
contests and license fees imposed by a government entity are
not a retail sale under this subsection;

(xii) Guided hunting and hunting at game farms and
shooting preserves, except that hunting contests and license
fees imposed by a government entity are not a retail sale
under this subsection;

(xiii) Swimming, but only in respect to (A) recreational
or fitness swimming that is open to the public, such as open
swim, lap swimming, and special events like kids night out
and pool parties during open swim time, and (B) pool parties
for private events, such as birthdays, family gatherings, and
employee outings. Fees for swimming lessons, to participate
in swim meets and other competitions, or to join a swim
team, club, or aquatic facility are not retail sales under this
subsection (15)(a)(xiii);

(xiv) Go-karting, bumper cars, and other motorized
activities where the seller provides the vehicle and the prem-
ises where the buyer will operate the vehicle;

(xv) Indoor or outdoor playground activities, such as
inflatable bounce structures and other inflatables; mazes;
trampolines; slides; ball pits; games of tag, including laser tag
and soft-dart tag; and human gyroscope rides, regardless of
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whether such activities occur at the seller's place of business,
but not including playground activities provided for children
by a licensed child day care center or licensed family day care
provider as those terms are defined in RCW 43.215.010;

(xvi) Shooting sports and activities, such as target shoot-
ing, skeet, trap, sporting clays, "5" stand, and archery, but
only in respect to discrete charges to members of the public to
engage in these activities, but not including fees to enter a
competitive event, instruction that is entirely or predomi-
nately classroom based, or to join or renew a membership at
a club, range, or other facility;

(xvii) Paintball and airsoft activities;

(xviii) Skating, including ice skating, roller skating, and
inline skating, but only in respect to discrete charges to mem-
bers of the public to engage in skating activities, but not
including skating lessons, competitive events, team activities,
or fees to join or renew a membership at a skating facility,
club, or other organization;

(xix) Nonmotorized snow sports and activities, such as
downhill and cross-country skiing, snowboarding, ski jump-
ing, sledding, snow tubing, snowshoeing, and similar snow
sports and activities, whether engaged in outdoors or in an
indoor facility with or without snow, but only in respect to
discrete charges to the public for the use of land or facilities
to engage in nonmotorized snow sports and activities, such as
fees, however labeled, for the use of ski lifts and tows and
daily or season passes for access to trails or other areas where
nonmotorized snow sports and activities are conducted.
However, fees for the following are not retail sales under this
subsection (15)(a)(xix): (A) Instructional lessons; (B) per-
mits issued by a governmental entity to park a vehicle on or
access public lands; and (C) permits or leases granted by an
owner of private timberland for recreational access to areas
used primarily for growing and harvesting timber; and

(xx) Scuba diving; snorkeling; river rafting; surfing;
kiteboarding; flyboarding; water slides; inflatables, such as
water pillows, water trampolines, and water rollers; and sim-
ilar water sports and activities.

(b) Notwithstanding anything to the contrary in this sub-
section (15), the term "sale at retail" or "retail sale" does not
include charges:

(1) Made for admission to, and rides or attractions at,
fairs, carnivals, and festivals. For the purposes of this subsec-
tion, fairs, carnivals, and festivals are events that do not
exceed twenty-one days and a majority of the amusement
rides, if any, are not affixed to real property;

(i1) Made by an educational institution to its students and
staff for activities defined as retail sales by (a)(i) through (xx)
of this subsection. However, charges made by an educational
institution to its alumni or other members of the general pub-
lic for these activities are a retail sale under this subsection
(15). For purposes of this subsection (15)(b)(ii), "educational
institution" has the same meaning as in RCW 82.04.170;

(iii) Made by a vocational school for commercial diver
training that is licensed by the workforce training and educa-
tion coordinating board under chapter 28C.10 RCW; or

(iv) Made for day camps offered by a nonprofit organiza-
tion or state or local governmental entity that provide youth
not older than age eighteen, or that are focused on providing
individuals with disabilities or mental illness, the opportunity
to participate in a variety of supervised activities. [2015 3rd
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sp.s. ¢ 6 § 1105; (2015 3rd sp.s. ¢ 6 § 1104 expired January 1,
2016); 2015 ¢ 169 § 1; 2013 2nd sp.s. ¢ 13 § 802; 2011 ¢ 174
§ 202. Prior: 2010 ¢ 112 § 14; 2010 ¢ 111 § 201; 2010 ¢ 106
§ 202; prior: 2009 ¢ 563 § 301; 2009 ¢ 535 § 301; prior: 2007
¢ 54 §4;2007 c 6 § 1004; prior: 2005 ¢ 515 § 2; 2005 ¢ 514
§ 101; prior: 2004 ¢ 174 § 3;2004 ¢ 153 § 407; 2003 ¢ 168 §
104; 2002 ¢ 178 § 1; 2000 2nd sp.s. ¢ 4 § 23; prior: 1998 ¢
332§2;1998¢315§1;1998 ¢c308 § 1; 1998 ¢ 275§ 1; 1997
¢ 127 § 1; prior: 1996 ¢ 148 § 1; 1996 ¢ 112 § 1; 1995 1st sp.s.
c12§2;1995¢39§2; 1993 sp.s. ¢ 25 § 301; 1988 ¢ 253 §
1; prior: 1987 ¢ 285 § 1; 1987 ¢ 23 § 2; 1986 ¢ 231 § 1; 1983
2nd ex.s. ¢ 3 § 25; 1981 c 144 § 3; 1975 1st ex.s. ¢ 291 § 5;
1975 1stex.s. ¢ 90 § 1; 1973 Istex.s. c 145 § 1; 1971 ex.s. ¢
299 § 3; 1971 ex.s. ¢ 281 § 1; 1970 ex.s. ¢ 8 § 1; prior: 1969
ex.s. ¢ 262 § 30; 1969 ex.s. ¢ 255 § 3; 1967 ex.s. ¢ 149 § 4;
1965 ex.s. ¢ 173 § 1; 1963 ¢ 7 § 1; prior: 1961 ex.s.c 24 § 1;
1961 ¢ 293 § 1; 1961 ¢ 15 § 82.04.050; prior: 1959 ex.s.c 5 §
2; 1957 ¢ 279 § 1; 1955 ¢ 389 § 6; 1953 ¢ 91 § 3; 1951 2nd
ex.s. ¢ 28 § 3; 1949 ¢ 228 § 2, part; 1945 ¢ 249 § 1, part; 1943
c 156 § 2, part; 1941 ¢ 178 § 2, part; 1939 ¢ 225 § 2, part;
1937 ¢ 227 § 2, part; 1935 ¢ 180 § 5, part; Rem. Supp. 1949
§ 8370-5, part.]

Expiration date—2015 3rd sp.s. ¢ 6 § 1104: "Section 1104 of this act
expires January 1, 2016." [2015 3rd sp.s. ¢ 6 § 2304.]

Effective dates—2015 3rd sp.s. ¢ 6: See note following RCW
82.04.4266.

Tax preference performance statement—Tax preference intended
to be permanent—2015 3rd sp.s. ¢ 6 §§ 1102-1106: See notes following
RCW 82.04.330.

Effective date—2015 ¢ 169: "This act takes effect January 1, 2016."
[2015 ¢ 169 § 14.]

Intent—2013 2nd sp.s. ¢ 13: "It is the intent of part VIII of this act to
provide a sales tax exemption for cover charges to patrons at establishments
that provide the opportunity to dance. The intent is to provide tax relief to
businesses who have been reporting the income for cover charges under the
service and other classification, but not intending to avoid their tax obliga-
tion of collecting retail sales tax because of department and taxpayer confu-
sion regarding the appropriate tax treatment of this income. To ensure proper
tax reporting in the future by businesses who provide the opportunity to
dance, the legislature intends to review the tax preference and its actual fiscal
impact on state revenues to determine if the fiscal impact to state revenues
reasonably conforms with the fiscal estimate in the fiscal note for this legis-
lation." [2013 2nd sp.s. ¢ 13 § 801.]

Effective date—2013 2nd sp.s. ¢ 13: See note following RCW
82.04.43393.

Retroactive application—2010 ¢ 112: See note following RCW
82.32.780.

Purpose—2010 ¢ 111: "The 2009 legislature enacted Engrossed Substi-
tute House Bill No. 2075 (chapter 535, Laws of 2009), an act relating to the
excise taxation of certain products and services provided or furnished elec-
tronically. The bill took effect July 26, 2009.

Engrossed Substitute House Bill No. 2075, at eighty-five pages, was a
comprehensive piece of legislation that made major changes to state and
local sales and use taxes, as well as the state business and occupation tax.
Moreover, Engrossed Substitute House Bill No. 2075 was a complex piece
of legislation because of the intricate interrelationship between the sales tax
and the business and occupation tax and also because the bill affects the tax-
ation of products and services that involve technologies that are changing
rapidly.

Because of the complexity and length of Engrossed Substitute House
Bill No. 2075, it was the legislature's expectation that, in the course of imple-
menting the bill, ambiguities and unintended consequences would be discov-
ered, which, if not corrected, will unsettle expectations. Thus, the legislature
further anticipated that it would need to consider legislation in the 2010 leg-
islative session to address these issues.

Therefore, the purpose of this act is to clarify ambiguities, correct unin-
tended consequences, restore expectations, and conform the law to the orig-
inal intent of the legislature." [2010 ¢ 111 § 101.]
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Retroactive application—2010 ¢ 111: "(1) Except as provided in sub-
section (2) of this section, this act applies both prospectively and retroac-
tively to July 26, 2009.

(2) Sections 202, 402, and 502 of this act, and those provisions of sec-
tions 401 and 501 of this act that eliminate the sales and use tax exemptions
in RCW 82.08.02082 and 82.12.02082, apply prospectively only." [2010 ¢
111 §902.]

Effective date—2010 ¢ 111: "This act takes effect July 1, 2010." [2010
c111§903.]

Effective date—2010 ¢ 106: See note following RCW 35.102.145.

Finding—Intent—Construction—Effective date—Reports and rec-
ommendations—2009 ¢ 563: See notes following RCW 82.32.780.

Intent—Construction—2009 ¢ 535: See notes following RCW
82.04.192.

Severability—2007 ¢ 54: "If any provision of this act or its application
to any person or circumstance is held invalid, the remainder of the act or the
application of the provision to other persons or circumstances is not
affected." [2007 ¢ 54 § 32.]

Part headings not law—Savings—Effective date—Severability—
2007 ¢ 6: See notes following RCW 82.32.020.

Findings—Intent—2007 c 6: See note following RCW 82.14.495.

Findings—2005 c 515: "The legislature finds that:

(1) Public entities that receive tax dollars must continuously improve the
way they operate and deliver service so citizens receive maximum value for
their tax dollars; and

(2) An explicit statement clarifying that no sales or use tax shall apply to
the entire charge paid by regional transit authorities for bus or rail combined
operations and maintenance agreements that are provided to such authorities
in support of their provision of urban transportation or transportation ser-
vices is necessary to improve efficient service." [2005 ¢ 515 § 1.]

Findings—Construction—2000 2nd sp.s. ¢ 4 §§ 18-30: See notes fol-
lowing RCW 81.112.300.

Findings—Intent—Effective date—1998 ¢ 332: See notes following
RCW 82.04.29001.

Intent—1995 1st sp.s. ¢ 12: "It is the intent of the legislature that mas-
sage services be recognized as health care practitioners for the purposes of
business and occupation tax application. To achieve this intent massage ser-
vices are being removed from the definition of sale at retail and retail sale."
[1995 1stsp.s.c 12 § 1.]

Intent—Severability—Effective date—1981 ¢ 144: See notes follow-
ing RCW 82.16.010.

Credit for retail sales or use taxes paid to other jurisdictions with respect to
property used: RCW 82.12.035.

"Services rendered in respect to" defined: RCW 82.04.051.
Additional notes found at www.leg.wa.gov

82.04.051 '"Services rendered in respect to'"—Taxa-
tion of hybrid or subsequent agreements. (1) As used in
RCW 82.04.050, the term "services rendered in respect to"
means those services that are directly related to the construct-
ing, building, repairing, improving, and decorating of build-
ings or other structures and that are performed by a person
who is responsible for the performance of the constructing,
building, repairing, improving, or decorating activity. The
term does not include services such as engineering, architec-
tural, surveying, flagging, accounting, legal, consulting, or
administrative services provided to the consumer of, or per-
son responsible for performing, the constructing, building,
repairing, improving, or decorating services.

(2) A contract or agreement under which a person is
responsible for both services that would otherwise be subject
to tax as a service under RCW 82.04.290(2) and also con-
structing, building, repairing, improving, or decorating activ-
ities that would otherwise be subject to tax under another sec-
tion of this chapter is subject to the tax that applies to the pre-
dominant activity under the contract or agreement.
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(3) Unless otherwise provided by law, a contract or
agreement under which a person is responsible for activities
that are subject to tax as a service under RCW 82.04.290(2),
and a subsequent contract or agreement under which the same
person is responsible for constructing, building, repairing,
improving, or decorating activities subject to tax under
another section of this chapter, shall not be combined and
taxed as a single activity if at the time of the first contract or
agreement it was not contemplated by the parties, as evi-
denced by the facts, that the same person would be awarded
both contracts.

(4) As used in this section "responsible for the perfor-
mance" means that the person is obligated to perform the
activities, either personally or through a third party. A person
who reviews work for a consumer, retailer, or wholesaler but
does not supervise or direct the work is not responsible for
the performance of the work. A person who is financially
obligated for the work, such as a bank, but who does not have
control over the work itself is not responsible for the perfor-
mance of the work. [1999 ¢ 212 § 2.]

Finding—Intent—1999 ¢ 212: "(1) The legislature finds that the taxa-
tion of "services rendered in respect to constructing buildings or other struc-
tures" has generally included the entire transaction for construction, includ-
ing certain services provided directly to the consumer or owner rather than
the person engaged in the performance of the constructing activity. Changes
in business practices and recent administrative and court decisions have con-
fused the issue. It is the intent of the legislature to clarify which services, if
standing alone and not part of the construction agreement, are taxed as retail
or wholesale sales, and which services will continue to be taxed as a service.

(2) It is further the intent of the legislature to confirm that the entire price
for the construction of a building or other structure for a consumer or owner
continues to be a retail sale, even though some of the individual services
reflected in the price, if provided alone, would be taxed as services and not
as separate retail or wholesale sales.

(3) Therefore, the intent of this act is to maintain the application of the
law and not to extend retail treatment to activities not previously treated as
retail activities. Services that are otherwise subject to tax as a service under
RCW 82.04.290(2), including but not limited to engineering, architectural,
surveying, flagging, accounting, legal, consulting, or administrative ser-
vices, remain subject to tax as a service under RCW 82.04.290(2), if the per-
son responsible for the performance of those services is not also responsible
for the performance of the constructing, building, repairing, improving, or
decorating activities. Additionally, unless otherwise provided by law, a per-
son entering into an agreement to be responsible for the performance of ser-
vices otherwise subject to tax as a service under RCW 82.04.290(2), and sub-
sequently entering into a separate agreement to be responsible for the perfor-
mance of constructing, building, repairing, improving, or decorating
activities, is subject to tax as a service under RCW 82.04.290(2) with respect
to the first agreement, and is subject to tax under the appropriate section of
chapter 82.04 RCW with respect to the second agreement, if at the time of
the first agreement there was no contemplation by the parties, as evidenced
by the facts, that the agreements would be awarded to the same person."
[1999 ¢ 212§ 1.]

82.04.060 '"Sale at wholesale," "wholesale sale."
"Sale at wholesale" or "wholesale sale" means:

(1) Any sale, which is not a sale at retail, of:

(a) Tangible personal property;

(b) Services defined as a retail sale in RCW 82.04.050(2)
(a) or (g);

(c) Activities defined as a retail sale in RCW
82.04.050(15);

(d) Prewritten computer software;

(e) Services described in *RCW 82.04.050(6)(b);

(f) Extended warranties as defined in RCW
82.04.050(7);
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(g) Competitive telephone service, ancillary services, or
telecommunications service as those terms are defined in
RCW 82.04.065; or

(h) Digital goods, digital codes, or digital automated ser-
vices;

(2) Any charge made for labor and services rendered for
persons who are not consumers, in respect to real or personal
property, if such charge is expressly defined as a retail sale by
RCW 82.04.050 when rendered to or for consumers. For the
purposes of this subsection (2), "real or personal property"
does not include any natural products named in RCW
82.04.100; and

(3) The sale of any service for resale, if the sale is
excluded from the definition of "sale at retail" and "retail
sale" in RCW 82.04.050(14). [2015¢ 169 § 2; 2010 ¢ 106 §
203; 2009 c 535 § 403; 2007 ¢ 6 § 1007; 2005 ¢ 514 § 102;
2002 ¢ 367 § 1; 1998 ¢ 332 § 5; 1996 ¢ 148 § 3; 1983 2nd
ex.s.¢ 3 §26; 1961 c 15 § 82.04.060. Prior: 1955 ex.s. ¢ 10 §
4; 1955 ¢ 389 § 7; prior: 1949 ¢ 228 § 2, part; 1945 ¢ 249 § 1,
part; 1943 ¢ 156 § 2, part; 1941 ¢ 178 § 2, part; 1939 ¢ 225 §
2, part; 1937 ¢ 227 § 2, part; 1935 ¢ 180 § 5, part; Rem. Supp.
1949 § 8370-5, part.]

*Reviser's note: RCW 82.04.050 was amended by 2015 3rd sp.s. ¢ 6 §
1104, changing subsection (6)(b) to subsection (6)(c).

Effective date—2015 ¢ 169: See note following RCW 82.04.050.

Effective date—2010 c 106: See note following RCW 35.102.145.

Intent—Construction—2009 ¢ 535: See notes following RCW
82.04.192.

Part headings not law—Savings—Effective date—Severability—
2007 ¢ 6: See notes following RCW 82.32.020.
Findings—Intent—2007 c 6: See note following RCW 82.14.495.

Findings—Intent—Effective date—1998 ¢ 332: See notes following
RCW 82.04.29001.

Additional notes found at www.leg.wa.gov

82.04.062 "Sale at wholesale,”" "sale at retail"
excludes sale of precious metal bullion and monetized
bullion—Computation of tax. (1) For purposes of this
chapter, "wholesale sale," "sale at wholesale," "retail sale,"
and "sale at retail" do not include the sale of precious metal
bullion or monetized bullion.

(2) In computing tax under this chapter on the business
of making sales of precious metal bullion or monetized bul-
lion, the tax shall be imposed on the amounts received as
commissions upon transactions for the accounts of customers
over and above the amount paid to other dealers associated in
such transactions, but no deduction or offset is allowed on
account of salaries or commissions paid to salesmen or other
employees.

(3) For purposes of this section, "precious metal bullion"
means any precious metal which has been put through a pro-
cess of smelting or refining, including, but not limited to,
gold, silver, platinum, rhodium, and palladium, and which is
in such state or condition that its value depends upon its con-
tents and not upon its form. For purposes of this section,
"monetized bullion" means coins or other forms of money
manufactured from gold, silver, or other metals and hereto-
fore, now, or hereafter used as a medium of exchange under
the laws of this state, the United States, or any foreign nation,
but does not include coins or money sold to be manufactured
into jewelry or works of art. [1985c 471 §5.]
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Additional notes found at www.leg.wa.gov

82.04.065 Telephone, telecommunications, and ancil-
lary services—Definitions. (1) "800 service" means a tele-
communications service that allows a caller to dial a toll-free
number without incurring a charge for the call. The service is
typically marketed under the name "800," "855," "866,"
"877," and "888" toll-free calling, and any subsequent num-
bers designated by the federal communications commission.

(2) "900 service" means an inbound toll "telecommuni-
cations service" purchased by a subscriber that allows the
subscriber's customers to call in to the subscriber's prere-
corded announcement or live service. "900 service" does not
include the charge for: Collection services provided by the
seller of the telecommunications services to the subscriber, or
services or products sold by the subscriber to the subscriber's
customer. The service is typically marketed under the name
"900" service, and any subsequent numbers designated by the
federal communications commission.

(3) "Ancillary services" means services that are associ-
ated with or incidental to the provision of "telecommunica-
tions services," including but not limited to "detailed tele-
communications billing," "directory assistance," "vertical
service," and "voice mail services."

(4) "Charges for mobile telecommunications services"
means any charge for, or associated with, the provision of
commercial mobile radio service, as defined in section 20.3,
Title 47 C.F.R. as in effect on June 1, 1999, or any charge for,
or associated with, a service provided as an adjunct to a com-
mercial mobile radio service, regardless of whether individ-
ual transmissions originate or terminate within the licensed
service area of the mobile telecommunications service pro-
vider.

(5) "Competitive telephone service" means the providing
by any person of telecommunications equipment or appara-
tus, or service related to that equipment or apparatus such as
repair or maintenance service, if the equipment or apparatus
is of a type which can be provided by persons that are not
subject to regulation as telephone companies under Title 80
RCW and for which a separate charge is made.

(6) "Conference-bridging service" means an ancillary
service that links two or more participants of an audio or vid-
eoconference call and may include the provision of a tele-
phone number. "Conference-bridging service" does not
include the telecommunications services used to reach the
conference bridge.

(7) "Customer" means: (a) The person or entity that con-
tracts with the home service provider for mobile telecommu-
nications services; or (b) the end user of the mobile telecom-
munications service, if the end user of mobile telecommuni-
cations services is not the contracting party, but this
subsection (7)(b) applies only for the purpose of determining
the place of primary use. The term does not include a reseller
of mobile telecommunications service, or a serving carrier
under an arrangement to serve the customer outside the home
service provider's licensed service area.

(8) "Designated database provider" means a person rep-
resenting all the political subdivisions of the state that is:

(a) Responsible for providing an electronic database pre-
scribed in 4 U.S.C. Sec. 119(a) if the state has not provided an
electronic database; and
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(b) Approved by municipal and county associations or
leagues of the state whose responsibility it would otherwise
be to provide a database prescribed by 4 U.S.C. Secs. 116
through 126.

(9) "Detailed telecommunications billing service" means
an ancillary service of separately stating information pertain-
ing to individual calls on a customer's billing statement.

(10) "Directory assistance" means an ancillary service of
providing telephone number information, and/or address
information.

(11) "Enhanced zip code" means a United States postal
zip code of nine or more digits.

(12) "Fixed wireless service" means a telecommunica-
tions service that provides radio communication between
fixed points.

(13) "Home service provider" means the facilities-based
carrier or reseller with whom the customer contracts for the
provision of mobile telecommunications services.

(14) "Licensed service area" means the geographic area
in which the home service provider is authorized by law or
contract to provide commercial mobile radio service to the
customer.

(15) "Mobile telecommunications service" means com-
mercial mobile radio service, as defined in section 20.3, Title
47 C.F.R. as in effect on June 1, 1999.

(16) "Mobile telecommunications service provider"
means a home service provider or a serving carrier.

(17) "Mobile wireless service" means a telecommunica-
tions service that is transmitted, conveyed, or routed regard-
less of the technology used, whereby the origination and/or
termination points of the transmission, conveyance, or rout-
ing are not fixed, including, by way of example only, tele-
communications services that are provided by a commercial
mobile radio service provider.

(18) "Paging service" means a telecommunications ser-
vice that provides transmission of coded radio signals for the
purpose of activating specific pagers; these transmissions
may include messages and/or sounds.

(19) "Place of primary use" means the street address rep-
resentative of where the customer's use of the mobile tele-
communications service primarily occurs, which must be:

(a) The residential street address or the primary business
street address of the customer; and

(b) Within the licensed service area of the home service
provider.

(20) "Prepaid calling service" means the right to access
exclusively telecommunications services, which must be paid
for in advance and which enable the origination of calls using
an access number or authorization code, whether manually or
electronically dialed, and that is sold in predetermined units
or dollars of which the number declines with use in a known
amount.

(21) "Prepaid telephone calling service" means the right
to purchase exclusively telecommunications services that
must be paid for in advance, that enables the origination of
calls using an access number, authorization code, or both,
whether manually or electronically dialed, if the remaining
amount of units of service that have been prepaid is known by
the provider of the prepaid service on a continuous basis.

(22) "Prepaid wireless calling service" means a telecom-
munications service that provides the right to use mobile
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wireless service as well as other nontelecommunications ser-
vices including the download of digital products delivered
electronically, content, and ancillary services, which must be
paid for in advance and that is sold in predetermined units or
dollars of which the number declines with use in a known
amount.

(23) "Private communications service" means a telecom-
munications service that entitles the customer to exclusive or
priority use of a communications channel or group of chan-
nels between or among termination points, regardless of the
manner in which the channel or channels are connected, and
includes switching capacity, extension lines, stations, and
any other associated services that are provided in connection
with the use of the channel or channels.

(24) "Reseller" means a provider who purchases tele-
communications services from another telecommunications
service provider and then resells, uses as a component part of,
or integrates the purchased services into a mobile telecom-
munications service. "Reseller" does not include a serving
carrier with whom a home service provider arranges for the
services to its customers outside the home service provider's
licensed service area.

(25) "Serving carrier" means a facilities-based carrier
providing mobile telecommunications service to a customer
outside a home service provider's or reseller's licensed ser-
vice area.

(26) "Taxing jurisdiction" means any of the several
states, the District of Columbia, or any territory or possession
of the United States, any municipality, city, county, town-
ship, parish, transportation district, or assessment jurisdic-
tion, or other political subdivision within the territorial limits
of the United States with the authority to impose a tax,
charge, or fee.

(27) "Telecommunications service" means the electronic
transmission, conveyance, or routing of voice, data, audio,
video, or any other information or signals to a point, or
between or among points. "Telecommunications service"
includes such transmission, conveyance, or routing in which
computer processing applications are used to act on the form,
code, or protocol of the content for purposes of transmission,
conveyance, or routing without regard to whether such ser-
vice is referred to as voice over internet protocol services or
is classified by the federal communications commission as
enhanced or value added. "Telecommunications service"
does not include:

(a) Data processing and information services that allow
data to be generated, acquired, stored, processed, or retrieved
and delivered by an electronic transmission to a purchaser
where such purchaser's primary purpose for the underlying
transaction is the processed data or information;

(b) Installation or maintenance of wiring or equipment
on a customer's premises;

(c) Tangible personal property;

(d) Advertising, including but not limited to directory
advertising;

(e) Billing and collection services provided to third par-
ties;

(f) Internet access service;

(g) Radio and television audio and video programming
services, regardless of the medium, including the furnishing
of transmission, conveyance, and routing of such services by
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the programming service provider. Radio and television
audio and video programming services include but are not
limited to cable service as defined in 47 U.S.C. Sec. 522(6)
and audio and video programming services delivered by
commercial mobile radio service providers, as defined in sec-
tion 20.3, Title 47 C.F.R,;

(h) Ancillary services;

(1) Digital products delivered electronically, including
but not limited to music, video, reading materials, or ring
tones; or

(j) Software delivered electronically.

(28) "Value-added nonvoice data service" means a ser-
vice that otherwise meets the definition of telecommunica-
tions services in which computer processing applications are
used to act on the form, content, code, or protocol of the
information or data primarily for a purpose other than trans-
mission, conveyance, or routing.

(29) "Vertical service" means an ancillary service that is
offered in connection with one or more telecommunications
services, that offers advanced calling features that allow cus-
tomers to identify callers and to manage multiple calls and
call connections, including conference-bridging services.

(30) "Voice mail service" means an ancillary service that
enables the customer to store, send, or receive recorded mes-
sages. "Voice mail service" does not include any vertical ser-
vices that the customer may be required to have in order to
use the voice mail service. [2009 ¢ 535 § 413; 2007 c 6 §
1003; 2007 ¢ 6 § 1002; 2002 ¢ 67 § 2; 1997 ¢ 304 § 5; 1983
2nd ex.s. ¢ 3 § 24.]

Reviser's note: The definitions in this section have been alphabetized
pursuant to RCW 1.08.015(2)(k).

Intent—Construction—2009 ¢ 535: See notes following RCW
82.04.192.

Part headings not law—Savings—Effective date—Severability—
2007 ¢ 6: See notes following RCW 82.32.020.

Findings—Intent—2007 c 6: See note following RCW 82.14.495.

*Contingent effective date—2007 ¢ 6 §§ 1003, 1006, 1014, and 1018:
"Sections 1003, 1006, 1014, and 1018 of this act take effect the later of: The
date chapter 67, Laws of 2002, becomes null and void; or July 1, 2008."
[2007 ¢ 6 § 1707.]

*Reviser's note: 2002 C 67 § 18 was repealed by 2007 ¢ 54 § 2 without
cognizance of its amendment by 2007 ¢ 6 § 1701. That section has been
decodified for publication purposes under RCW 1.12.025.

Finding—Effective date—2002 ¢ 67: See notes following RCW
82.04.530.

Findings—Severability—Effective date—1997 ¢ 304: See notes fol-
lowing RCW 35.21.717.

License fees or taxes on telephone business by cities: RCW 35.21.712
through 35.21.715.

Sales tax exemption for certain telephone, telecommunications, and ancil-
lary services: RCW 82.08.0289.

Additional notes found at www.leg.wa.gov

82.04.066 "Engaging within this state," "engaging
within the state." "Engaging within this state" and "engag-
ing within the state," when used in connection with any
apportionable activity as defined in RCW 82.04.460 or
wholesale sales taxable under RCW 82.04.257(1) or
82.04.270, means that a person generates gross income of the
business from sources within this state, such as customers or
intangible property located in this state, regardless of whether

(2016 Ed.)



Business and Occupation Tax

the person is physically present in this state. [2015 3rd sp.s.
¢ 5§203;2010 Istsp.s. ¢ 23 § 103.]

Effective dates—Finding—Intent—2015 3rd sp.s. ¢ 5: See notes fol-
lowing RCW 82.08.052.

Contingency—Application—2010 1st sp.s. ¢ 23 §§ 102-112: See
notes following RCW 82.04.067.

Findings—Intent—2010 1st sp.s. ¢ 23: See notes following RCW
82.04.220.

Effective date—2010 1st sp.s. ¢ 23: See note following RCW
82.04.4292.

82.04.067 Substantial nexus—Engaging in business.
(1) A person engaging in business is deemed to have substan-
tial nexus with this state if the person is:

(a) An individual and is a resident or domiciliary of this
state;

(b) A business entity and is organized or commercially
domiciled in this state; or

(c) A nonresident individual or a business entity that is
organized or commercially domiciled outside this state, and
in the immediately preceding tax year the person had:

(1) More than fifty thousand dollars of property in this
state;

(i1) More than fifty thousand dollars of payroll in this
state;

(iii) More than two hundred fifty thousand dollars of
receipts from this state; or

(iv) At least twenty-five percent of the person's total
property, total payroll, or total receipts in this state.

(2)(a) Property counting toward the thresholds in subsec-
tion (1)(c)(i) and (iv) of this section is the average value of
the taxpayer's property, including intangible property, owned
or rented and used in this state during the immediately pre-
ceding tax year.

(b)(i) Property owned by the taxpayer, other than loans
and credit card receivables owned by the taxpayer, is valued
at its original cost basis. Loans and credit card receivables
owned by the taxpayer are valued at their outstanding princi-
pal balance, without regard to any reserve for bad debts.
However, if a loan or credit card receivable is charged off in
whole or in part for federal income tax purposes, the portion
of the loan or credit card receivable charged off is deducted
from the outstanding principal balance.

(ii) Property rented by the taxpayer is valued at eight
times the net annual rental rate. For purposes of this subsec-
tion, "net annual rental rate" means the annual rental rate paid
by the taxpayer less any annual rental rate received by the
taxpayer from subrentals.

(c) The average value of property must be determined by
averaging the values at the beginning and ending of the tax
year; but the department may require the averaging of
monthly values during the tax year if reasonably required to
properly reflect the average value of the taxpayer's property.

(d)(i) For purposes of this subsection (2), loans and
credit card receivables are deemed owned and used in this
state as follows:

(A) Loans secured by real property, personal property, or
both real and personal property are deemed owned and used
in the state if the real property or personal property securing
the loan is located within this state. If the property securing
the loan is located both within this state and one or more other

(2016 Ed.)

82.04.067

states, the loan is deemed owned and used in this state if more
than fifty percent of the fair market value of the real or per-
sonal property is located within this state. If more than fifty
percent of the fair market value of the real or personal prop-
erty is not located within any one state, then the loan is
deemed owned and used in this state if the borrower is
located in this state. The determination of whether the real or
personal property securing a loan is located within this state
must be made, as of the time the original agreement was
made, and any and all subsequent substitutions of collateral
must be disregarded.

(B) Loans not secured by real or personal property are
deemed owned and used in this state if the borrower is
located in this state.

(C) Credit card receivables are deemed owned and used
in this state if the billing address of the cardholder is in this
state.

(i1)(A) Except as otherwise provided in (d)(ii)(B) of this
subsection (2), the definitions in the multistate tax commis-
sion's recommended formula for the apportionment and allo-
cation of net income of financial institutions as existing on
June 1, 2010, or such subsequent date as may be provided by
the department by rule, consistent with the purposes of this
section, apply to this section.

(B) "Credit card" means a card or device existing for the
purpose of obtaining money, property, labor, or services on
credit.

(e) Notwithstanding anything else to the contrary in this
subsection, property counting toward the thresholds in sub-
section (1)(c)(i) and (iv) of this section does not include a
person's ownership of, or rights in, computer software as
defined in RCW 82.04.215, including computer software
used in providing a digital automated service; master copies
of software; and digital goods and digital codes residing on
servers located in this state.

(3)(a) Payroll counting toward the thresholds in subsec-
tion (1)(c)(ii) and (iv) of this section is the total amount paid
by the taxpayer for compensation in this state during the
immediately preceding tax year plus nonemployee compen-
sation paid to representative third parties in this state. Non-
employee compensation paid to representative third parties
includes the gross amount paid to nonemployees who repre-
sent the taxpayer in interactions with the taxpayer's clients
and includes sales commissions.

(b) Employee compensation is paid in this state if the
compensation is properly reportable to this state for unem-
ployment compensation tax purposes, regardless of whether
the compensation was actually reported to this state.

(¢) Nonemployee compensation is paid in this state if the
service performed by the representative third party occurs
entirely or primarily within this state.

(d) For purposes of this subsection, "compensation"
means wages, salaries, commissions, and any other form of
remuneration paid to employees or nonemployees and
defined as gross income under 26 U.S.C. Sec. 61 of the fed-
eral internal revenue code of 1986, as existing on June 1,
2010.

(4) Receipts counting toward the thresholds in subsec-
tion (1)(c)(iii) and (iv) of this section are:

(a) Those amounts included in the numerator of the
receipts factor under RCW 82.04.462;

[Title 82 RCW—page 23]



82.04.070

(b) For financial institutions, those amounts included in
the numerator of the receipts factor under the rule adopted by
the department as authorized in RCW 82.04.460(2); and

(c) For persons taxable under RCW 82.04.257(1) or
82.04.270 with respect to wholesale sales, the gross proceeds
of sales taxable under those statutory provisions and sourced
to this state in accordance with RCW 82.32.730.

(5)(a) Each December, the department must review the
cumulative percentage change in the consumer price index.
The department must adjust the thresholds in subsection
(1)(c)(i) through (iii) of this section if the consumer price
index has changed by five percent or more since the later of
June 1, 2010, or the date that the thresholds were last adjusted
under this subsection. For purposes of determining the cumu-
lative percentage change in the consumer price index, the
department must compare the consumer price index available
as of December 1st of the current year with the consumer
price index as of the later of June 1, 2010, or the date that the
thresholds were last adjusted under this subsection. The
thresholds must be adjusted to reflect that cumulative per-
centage change in the consumer price index. The adjusted
thresholds must be rounded to the nearest one thousand dol-
lars. Any adjustment will apply to tax periods that begin after
the adjustment is made.

(b) As used in this subsection, "consumer price index"
means the consumer price index for all urban consumers
(CPI-U) available from the bureau of labor statistics of the
United States department of labor.

(6)(a) Subsections (1) through (5) of this section only
apply with respect to the taxes on persons engaged in appor-
tionable activities as defined in RCW 82.04.460 or making
wholesale sales taxable under RCW 82.04.257(1) or
82.04.270. For purposes of the taxes imposed under this
chapter on any activity not included in the definition of
apportionable activities in RCW 82.04.460, other than the
business of making wholesale sales taxed under RCW
82.04.257(1) or 82.04.270, except as provided in RCW
82.32.531, a person is deemed to have a substantial nexus
with this state if the person has a physical presence in this
state during the tax year, which need only be demonstrably
more than a slightest presence.

(b) For purposes of this subsection, a person is physically
present in this state if the person has property or employees in
this state.

(c)(i) A person is also physically present in this state for
the purposes of this subsection if the person, either directly or
through an agent or other representative, engages in activities
in this state that are significantly associated with the person's
ability to establish or maintain a market for its products in
this state.

(i1) A remote seller as defined in RCW 82.08.052 is pre-
sumed to be engaged in activities in this state that are signifi-
cantly associated with the remote seller's ability to establish
or maintain a market for its products in this state if the remote
seller is presumed to have a substantial nexus with this state
under RCW 82.08.052. The presumption in this subsection
(6)(c)(ii) may be rebutted as provided in RCW 82.08.052. To
the extent that the presumption in RCW 82.08.052 is no lon-
ger operative pursuant to RCW 82.32.762, the presumption in
this subsection (6)(c)(ii) is no longer operative. Nothing in
this section may be construed to affect in any way RCW
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82.04.424, 82.08.050(11), or 82.12.040(5) or to narrow the
scope of the terms "agent" or "other representative" in this
subsection (6)(c). [2016 ¢ 137 § 2; 2015 3rd sp.s. ¢ 5 § 204;
2010 Istsp.s.c 23 § 104.]

Effective date—2016 ¢ 137: "This act takes effect July 1, 2016." [2016
c137§4]

Effective dates—Finding—Intent—2015 3rd sp.s. ¢ 5: See notes fol-
lowing RCW 82.08.052.

Contingency—2010 1st sp.s. ¢ 23 §§ 102-112: "If a court of competent
jurisdiction, in a final judgment not subject to appeal, adjudges any provision
of section 104(1)(c) of this act unconstitutional or otherwise invalid, Part I of
this act is null and void in its entirety." [2010 Ist sp.s. ¢ 23 § 1701.]

Application—2010 1st sp.s. ¢ 23 §§ 102-112: "Part I of this act applies
with respect to gross income of the business, as defined in RCW 82.04.080,
including gross income from royalties as defined in RCW 82.04.2907, gen-
erated on and after June 1, 2010. For purposes of calculating the thresholds
in section 104(1)(c) of this act for the 2010 tax year, property, payroll, and
receipts are based on the entire 2010 tax year." [2010 Ist sp.s. ¢ 23 § 1702.]

Effective date—2010 1st sp.s. ¢ 23: See note following RCW
82.04.4292.

Findings—Intent—2010 1st sp.s. ¢ 23: See notes following RCW
82.04.220.

82.04.070 "Gross proceeds of sales." "Gross proceeds
of sales" means the value proceeding or accruing from the
sale of tangible personal property, digital goods, digital
codes, digital automated services, and/or for other services
rendered, without any deduction on account of the cost of
property sold, the cost of materials used, labor costs, interest,
discount paid, delivery costs, taxes, or any other expense
whatsoever paid or accrued and without any deduction on
account of losses. [2009 ¢ 535 § 404; 1961 c 15 § 82.04.070.
Prior: 1955 ¢ 389 § 8; prior: 1949 ¢ 228 § 2, part; 1945 ¢ 249
§ 1, part; 1943 ¢ 156 § 2, part; 1941 ¢ 178 § 2, part; 1939 ¢
225§ 2, part; 1937 ¢ 227 § 2, part; 1935 ¢ 180 § 5, part; Rem.
Supp. 1949 § 8370-5, part.]

Intent—Construction—2009 ¢ 535: See notes following RCW
82.04.192.

82.04.080 "Gross income of the business." (1) "Gross
income of the business" means the value proceeding or accru-
ing by reason of the transaction of the business engaged in
and includes gross proceeds of sales, compensation for the
rendition of services, gains realized from trading in stocks,
bonds, or other evidences of indebtedness, interest, discount,
rents, royalties, fees, commissions, dividends, and other
emoluments however designated, all without any deduction
on account of the cost of tangible property sold, the cost of
materials used, labor costs, interest, discount, delivery costs,
taxes, or any other expense whatsoever paid or accrued and
without any deduction on account of losses.

(2) Financial institutions must determine gains realized
from trading in stocks, bonds, and other evidences of indebt-
edness on a net annualized basis. For purposes of this subsec-
tion, a financial institution means a person within the scope
of the rule adopted by the department under the authority of
RCW 82.04.460(2). [2010 1stsp.s. ¢ 23 § 109; 1961 ¢ 15 §
82.04.080. Prior: 1955 ¢ 389 § 9; prior: 1949 ¢ 228 § 2, part;
1945 ¢ 249 § 1, part; 1943 ¢ 156 § 2, part; 1941 ¢ 178 § 2,
part; 1939 ¢ 225 § 2, part; 1937 ¢ 227 § 2, part; 1935 ¢ 180 §
5, part; Rem. Supp. 1949 § 8370-5, part.]

Contingency—Application—2010 1st sp.s. ¢ 23 §§ 102-112: See
notes following RCW 82.04.067.
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Effective date—2010 1st sp.s. ¢ 23: See note following RCW
82.04.4292.

Findings—Intent—2010 1st sp.s. ¢ 23: See notes following RCW
82.04.220.

82.04.090 "Value proceeding or accruing." "Value
proceeding or accruing" means the consideration, whether
money, credits, rights, or other property expressed in terms of
money, actually received or accrued. The term shall be
applied, in each case, on a cash receipts or accrual basis
according to which method of accounting is regularly
employed in keeping the books of the taxpayer. However,
persons operating grain warchouses licensed under chapter
22.09 RCW may elect to report the value proceeding or
accruing from grain warchouse operations on either a cash
receipts or accrual basis. The department of revenue may pro-
vide by regulation that the value proceeding or accruing from
sales on the installment plan under conditional contracts of
sale may be reported as of the dates when the payments
become due. [2001 ¢ 20 § 1; 1975 1st ex.s. ¢ 278 § 40; 1961
c 15 § 82.04.090. Prior: 1955 ¢ 389 § 10; prior: 1949 ¢ 228 §
2, part; 1945 ¢ 249 § 1, part; 1943 ¢ 156 § 2, part; 1941 ¢ 178
§ 2, part; 1939 ¢ 225 § 2, part; 1937 ¢ 227 § 2, part; 1935 ¢
180 § 5, part; Rem. Supp. 1949 § 8370-5, part.]

Additional notes found at www.leg.wa.gov

82.04.100 "Extractor." "Extractor" means every per-
son who from the person's own land or from the land of
another under a right or license granted by lease or contract,
either directly or by contracting with others for the necessary
labor or mechanical services, for sale or for commercial or
industrial use mines, quarries, takes or produces coal, oil, nat-
ural gas, ore, stone, sand, gravel, clay, mineral or other natu-
ral resource product, or fells, cuts or takes timber, Christmas
trees other than plantation Christmas trees, or other natural
products, or takes fish, shellfish, or other sea or inland water
foods or products. "Extractor" does not include persons per-
forming under contract the necessary labor or mechanical
services for others; persons meeting the definition of farmer
under RCW 82.04.213; or persons producing marijuana.
[2014 ¢ 140 § 1;2001 c 118 § 1; 1987 ¢ 23 § 3; 1985 ¢ 148 §
2; 1965 ex.s. ¢ 173 § 2; 1961 ¢ 15 § 82.04.100. Prior: 1955 ¢
389 § 11; prior: 1949 c 228 § 2, part; 1945 ¢ 249 § 1, part;
1943 ¢ 156 § 2, part; 1941 ¢ 178 § 2, part; 1939 ¢ 225 § 2,
part; 1937 ¢ 227 § 2, part; 1935 ¢ 180 § 5, part; Rem. Supp.
1949 § 8370-5, part.]

Withdrawal of gas from underground reservoir not deemed taking or pro-
ducing under RCW 82.04.100: RCW 80.40.010.

Additional notes found at www.leg.wa.gov

82.04.110 "Manufacturer." (1) Except as otherwise
provided in this section, "manufacturer”" means every person
who, either directly or by contracting with others for the nec-
essary labor or mechanical services, manufactures for sale or
for commercial or industrial use from his or her own materi-
als or ingredients any articles, substances, or commodities.

(2)(a) When the owner of equipment or facilities fur-
nishes, or sells to the customer prior to manufacture, all or a
portion of the materials that become a part or whole of the
manufactured article, the department shall prescribe equita-
ble rules for determining tax liability.

(2016 Ed.)

82.04.120

(b) A person who produces aluminum master alloys is a
processor for hire rather than a manufacturer, regardless of
the portion of the aluminum provided by that person's cus-
tomer. For the purposes of this subsection (2)(b), "aluminum
master alloy" means an alloy registered with the aluminum
association as a grain refiner or a hardener alloy using the
American national standards institute designating system
H35.3.

(3) A nonresident of this state who is the owner of mate-
rials processed for it in this state by a processor for hire shall
not be deemed to be engaged in business in this state as a
manufacturer because of the performance of such processing
work for it in this state.

(4) The owner of materials from which a nuclear fuel
assembly is made for it by a processor for hire shall not be
subject to tax under this chapter as a manufacturer of the fuel
assembly.

(5) For purposes of this section, the terms "articles,"
"substances," "materials," "ingredients," and "commodities"
do not include digital goods. [2009 c 535 § 405; 1997 c 453
§1; 1971 ex.s. ¢ 186 § 1; 1961 ¢ 15 § 82.04.110. Prior: 1955
¢ 389 § 12; prior: 1949 ¢ 228 § 2, part; 1945 ¢ 249 § 1, part;
1943 ¢ 156 § 2, part; 1941 ¢ 178 § 2, part; 1939 ¢ 225 § 2,
part; 1937 ¢ 227 § 2, part; 1935 ¢ 180 § 5, part; Rem. Supp.
1949 § 8370-5, part.]

Intent—Construction—2009 ¢ 535: See notes following RCW
82.04.192.

Additional notes found at www.leg.wa.gov

82.04.120 "To manufacture."” (1) "To manufacture"
embraces all activities of a commercial or industrial nature
wherein labor or skill is applied, by hand or machinery, to
materials so that as a result thereof a new, different or useful
substance or article of tangible personal property is produced
for sale or commercial or industrial use, and includes:

(a) The production or fabrication of special made or cus-
tom made articles;

(b) The production or fabrication of dental appliances,
devices, restorations, substitutes, or other dental laboratory
products by a dental laboratory or dental technician;

(c) Cutting, delimbing, and measuring of felled, cut, or
taken trees;

(d) Crushing and/or blending of rock, sand, stone, gravel,
or ore; and

(e) The production of compressed natural gas or lique-
fied natural gas for use as a transportation fuel as defined in
RCW 82.16.310.

(2) "To manufacture" does not include:

(a) Conditioning of seed for use in planting; cubing hay
or alfalfa;

(b) Activities which consist of cutting, grading, or ice
glazing seafood which has been cooked, frozen, or canned
outside this state;

(c) The growing, harvesting, or producing of agricultural
products;

(d) Packing of agricultural products, including sorting,
washing, rinsing, grading, waxing, treating with fungicide,
packaging, chilling, or placing in controlled atmospheric
storage;

(e) The production of digital goods;
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(f) The production of computer software if the computer
software is delivered from the seller to the purchaser by
means other than tangible storage media, including the deliv-
ery by use of a tangible storage media where the tangible
storage media is not physically transferred to the purchaser;
and

(g) Except as provided in subsection (1)(e) of this sec-
tion, any activity that is integral to any public service busi-
ness as defined in RCW 82.16.010 and with respect to which
the gross income associated with such activity: (i) Is subject
to tax under chapter 82.16 RCW; or (ii) would be subject to
tax under chapter 82.16 RCW if such activity were conducted
in this state or if not for an exemption or deduction.

(3) With respect to wastewater treatment facilities:

(a) "To manufacture" does not include the treatment of
wastewater, the production of reclaimed water, and the pro-
duction of class B biosolids; and

(b) "To manufacture" does include the production of
class A or exceptional quality biosolids, but only with respect
to the processing activities that occur after the biosolids have
reached class B standards. [2014 ¢ 216 § 303; 2011 ¢ 23 § 3;
2009 ¢ 535 § 406; 2003 ¢ 168 § 604; 1999 sp.s.c 9 § 1; 1999
c211§2;1998c 168 §1; 1997 ¢ 384 § 1; 1989 ¢ 302 § 201.
Prior: 1989 ¢ 302 § 101; 1987 ¢ 493 § 1; 1982 2nd ex.s. c 9 §
2; 1975 1stex.s. ¢ 291 § 6; 1965 ex.s. ¢ 173 § 3; 1961 c 15§
82.04.120; prior: 1959 ex.s. ¢ 3 § 2; 1955 ¢ 389 § 13; prior:
1949 ¢ 228 § 2, part; 1945 ¢ 249 § 1, part; 1943 ¢ 156 § 2,
part; 1941 ¢ 178 § 2, part; 1939 ¢ 225 § 2, part; 1937 ¢ 227 §
2, part; 1935 ¢ 180 § 5, part; Rem. Supp. 1949 § 8370-5,
part.]

Effective date—Findings—Tax preference performance state-
ment—2014 ¢ 216: See notes following RCW 82.38.030.

Findings—Application—2011 ¢ 23: See notes following RCW
82.08.02565.

Effective date—Construction—2011 ¢ 23: See notes following RCW
82.08.025651.

Intent—Construction—2009 ¢ 535: See notes following RCW
82.04.192.

Intent—1999 sp.s. ¢ 9: "This act is intended to clarify that this is the
intent of the legislature both retroactively and prospectively." [1999 sp.s. ¢ 9
§4.]

Intent—1999 ¢ 211 §§ 2 and 3: "The legislature intends that sections 2
and 3 of this act be clarifying in nature and are retroactive in response to the
administrative difficulties encountered in implementing the original legisla-
tion." [1999 ¢ 211 § 4.]

Finding—Intent—1999 ¢ 211: See note following RCW 82.08.02565.

Finding—Purpose—1989 ¢ 302: "(1) The legislature finds that chapter
9, Laws of 1982 2nd ex. sess. was intended to extend state public utility tax-
ation to electrical energy generated in this state for eventual distribution out-
side this state. The legislature further finds that chapter 9, Laws of 1982 2nd
ex. sess. was held unconstitutional by the Thurston county superior court in
Washington Water Power v. State of Washington (memorandum opinion No.
83-2-00977-1). The purpose of *Part I of this act is to recognize the effect of
that decision by correcting the relevant RCW sections to read as though the
legislature had not enacted chapter 9, Laws of 1982 2nd ex. sess., and
thereby make clear the effect of subsequent amendments in *Part II of this
act.

(2) The purpose of *Part II of this act is to provide a constitutional
means of replacing the revenue lost as a result of the Washington Water
Power decision." [1989 ¢ 302 § 1.]

*Reviser's note: For "Part" division see 1989 ¢ 302.
Additional notes found at www.leg.wa.gov
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82.04.130 "Commercial or industrial use." "Com-
mercial or industrial use" means the following uses of prod-
ucts, including by-products, by the extractor or manufacturer
thereof:

(1) Any use as a consumer; and

(2) The manufacturing of articles, substances or com-
modities. [1967 ex.s.c 149 § 5; 1961 ¢ 15 § 82.04.130. Prior:
1955 ¢ 389 § 14; prior: 1949 ¢ 228 § 2, part; 1945 ¢ 249 § 1,
part; 1943 ¢ 156 § 2, part; 1941 ¢ 178 § 2, part; 1939 ¢ 225 §
2, part; 1937 ¢ 227 § 2, part; 1935 ¢ 180 § 5, part; Rem. Supp.
1949 § 8370-5, part.]

82.04.140 '"Business." "Business" includes all activi-
ties engaged in with the object of gain, benefit, or advantage
to the taxpayer or to another person or class, directly or indi-
rectly. [1961 ¢ 15 § 82.04.140. Prior: 1955 ¢ 389 § 15; prior:
1949 ¢ 228 § 2, part; 1945 ¢ 249 § 1, part; 1943 ¢ 156 § 2,
part; 1941 ¢ 178 § 2, part; 1939 ¢ 225 § 2, part; 1937 ¢ 227 §
2, part; 1935 ¢ 180 § 5, part; Rem. Supp. 1949 § 8370-5,
part.]

82.04.150 "Engaging in business." "Engaging in busi-
ness" means commencing, conducting, or continuing in busi-
ness and also the exercise of corporate or franchise powers as
well as liquidating a business when the liquidators thereof
hold themselves out to the public as conducting such busi-
ness. [1961 ¢ 15 § 82.04.150. Prior: 1955 ¢ 389 § 16; prior:
1949 ¢ 228 § 2, part; 1945 ¢ 249 § 1, part; 1943 ¢ 156 § 2,
part; 1941 ¢ 178 § 2, part; 1939 ¢ 225 § 2, part; 1937 ¢ 227 §
2, part; 1935 ¢ 180 § 5, part; Rem. Supp. 1949 § 8370-5,

part.]

82.04.160 "Cash discount." "Cash discount" means a
deduction from the invoice price of goods or charge for ser-
vices which is allowed if the bill is paid on or before a speci-
fied date. [1961 ¢ 15 § 82.04.160. Prior: 1955 ¢ 389 § 17,
prior: 1949 ¢ 228 § 2, part; 1945 ¢ 249 § 1, part; 1943 ¢ 156 §
2, part; 1941 ¢ 178 § 2, part; 1939 ¢ 225 § 2, part; 1937 ¢ 227
§ 2, part; 1935 ¢ 180 § 5, part; Rem. Supp. 1949 § 8370-5,
part.]

82.04.170 "Tuition fee." "Tuition fee" includes
library, laboratory, health service and other special fees, and
amounts charged for room and board by an educational insti-
tution when the property or service for which such charges
are made is furnished exclusively to the students or faculty of
such institution. "Educational institution," as used in this sec-
tion, means only those institutions created or generally
accredited as such by the state and includes educational pro-
grams that such educational institution cosponsors with a
nonprofit organization, as defined by the internal revenue
code Sec. 501(c)(3), if such educational institution grants col-
lege credit for coursework successfully completed through
the educational program, or an approved branch campus of a
foreign degree-granting institution in compliance with chap-
ter 28B.90 RCW, and in accordance with RCW 82.04.4332
or defined as a degree-granting institution under RCW
28B.85.010(3) and accredited by an accrediting association
recognized by the United States secretary of education, and
offering to students an educational program of a general aca-
demic nature or those institutions which are not operated for
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profit and which are privately endowed under a deed of trust
to offer instruction in trade, industry, and agriculture, but not
including specialty schools, business colleges, other trade
schools, or similar institutions. [1993 sp.s. ¢ 18 § 37; 1993 ¢
181 § 13; 1992 ¢ 206 § 1; 1985 ¢ 135 § 1; 1961 ¢ 15 §
82.04.170. Prior: 1955 ¢ 389 § 18; prior: 1949 ¢ 228 § 2, part;
1945 ¢ 249 § 1, part; 1943 ¢ 156 § 2, part; 1941 ¢ 178 § 2,
part; 1939 ¢ 225 § 2, part; 1937 ¢ 227 § 2, part; 1935 ¢ 180 §
5, part; Rem. Supp. 1949 § 8370-5, part.]

Reviser's note: This section was amended by 1993 ¢ 181 § 13 and by
1993 sp.s. ¢ 18 § 37, each without reference to the other. Both amendments

are incorporated in the publication of this section under RCW 1.12.025(2).
For rule of construction, see RCW 1.12.025(1).

Additional notes found at www.leg.wa.gov

82.04.180 "Successor." (1) "Successor" means:

(a) Any person to whom a taxpayer quitting, selling out,
exchanging, or disposing of a business sells or otherwise con-
veys, directly or indirectly, in bulk and not in the ordinary
course of the taxpayer's business, more than fifty percent of
the fair market value of either the (i) tangible assets or (ii)
intangible assets of the taxpayer; or

(b) A surviving corporation of a statutory merger.

(2) Any person obligated to fulfill the terms of a contract
shall be deemed a successor to any contractor defaulting in
the performance of any contract as to which such person is a
surety or guarantor. [2003 1stsp.s.c 13§ 11;1985c 414 § 6;
1961 ¢ 15 § 82.04.180. Prior: 1955 ¢ 389 § 19; prior: 1949 ¢
228 § 2, part; 1945 ¢ 249 § 1, part; 1943 ¢ 156 § 2, part; 1941
c 178 § 2, part; 1939 ¢ 225 § 2, part; 1937 ¢ 227 § 2, part;
1935 ¢ 180 § 5, part; Rem. Supp. 1949 § 8370-5, part.]

Additional notes found at www.leg.wa.gov

82.04.190 "Consumer." "Consumer" means the fol-
lowing:

(1) Any person who purchases, acquires, owns, holds, or
uses any article of tangible personal property irrespective of
the nature of the person's business and including, among oth-
ers, without limiting the scope hereof, persons who install,
repair, clean, alter, improve, construct, or decorate real or
personal property of or for consumers other than for the pur-
pose of:

(a) Resale as tangible personal property in the regular
course of business;

(b) Incorporating such property as an ingredient or com-
ponent of real or personal property when installing, repairing,
cleaning, altering, imprinting, improving, constructing, or
decorating such real or personal property of or for consumers;

(c) Consuming such property in producing for sale as a
new article of tangible personal property or a new substance,
of which such property becomes an ingredient or component
or as a chemical used in processing, when the primary pur-
pose of such chemical is to create a chemical reaction directly
through contact with an ingredient of a new article being pro-
duced for sale;

(d) Consuming the property purchased in producing fer-
rosilicon which is subsequently used in producing magne-
sium for sale, if the primary purpose of such property is to
create a chemical reaction directly through contact with an
ingredient of ferrosilicon; or
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(e) Satisfying the person's obligations under an extended
warranty as defined in RCW 82.04.050(7), if such tangible
personal property replaces or becomes an ingredient or com-
ponent of property covered by the extended warranty without
intervening use by such person;

(2)(a) Any person engaged in any business activity tax-
able under RCW 82.04.290 or 82.04.2908; (b) any person
who purchases, acquires, or uses any competitive telephone
service, ancillary services, or telecommunications service as
those terms are defined in RCW 82.04.065, other than for
resale in the regular course of business; (c¢) any person who
purchases, acquires, or uses any service defined in RCW
82.04.050(2) (a) or (g), other than for resale in the regular
course of business or for the purpose of satisfying the per-
son's obligations under an extended warranty as defined in
RCW 82.04.050(7); (d) any person who makes a purchase
meeting the definition of "sale at retail" and "retail sale"
under RCW 82.04.050(15), other than for resale in the regu-
lar course of business; (¢) any person who purchases or
acquires an extended warranty as defined in RCW
82.04.050(7) other than for resale in the regular course of
business; and (f) any person who is an end user of software.
For purposes of this subsection (2)(f) and RCW 82.04.050(6),
a person who purchases or otherwise acquires prewritten
computer software, who provides services described in
*RCW 82.04.050(6)(b) and who will charge consumers for
the right to access and use the prewritten computer software,
is not an end user of the prewritten computer software;

(3) Any person engaged in the business of contracting
for the building, repairing or improving of any street, place,
road, highway, easement, right-of-way, mass public transpor-
tation terminal or parking facility, bridge, tunnel, or trestle
which is owned by a municipal corporation or political subdi-
vision of the state of Washington or by the United States and
which is used or to be used primarily for foot or vehicular
traffic including mass transportation vehicles of any kind as
defined in RCW 82.04.280, in respect to tangible personal
property when such person incorporates such property as an
ingredient or component of such publicly owned street, place,
road, highway, easement, right-of-way, mass public transpor-
tation terminal or parking facility, bridge, tunnel, or trestle by
installing, placing or spreading the property in or upon the
right-of-way of such street, place, road, highway, easement,
bridge, tunnel, or trestle or in or upon the site of such mass
public transportation terminal or parking facility;

(4) Any person who is an owner, lessee or has the right
of possession to or an easement in real property which is
being constructed, repaired, decorated, improved, or other-
wise altered by a person engaged in business, excluding only
(a) municipal corporations or political subdivisions of the
state in respect to labor and services rendered to their real
property which is used or held for public road purposes, and
(b) the United States, instrumentalities thereof, and county
and city housing authorities created pursuant to chapter 35.82
RCW in respect to labor and services rendered to their real
property. Nothing contained in this or any other subsection of
this definition may be construed to modify any other defini-
tion of "consumer";

(5) Any person who is an owner, lessee, or has the right
of possession to personal property which is being con-
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structed, repaired, improved, cleaned, imprinted, or other-
wise altered by a person engaged in business;

(6) Any person engaged in the business of constructing,
repairing, decorating, or improving new or existing buildings
or other structures under, upon, or above real property of or
for the United States, any instrumentality thereof, or a county
or city housing authority created pursuant to chapter 35.82
RCW, including the installing or attaching of any article of
tangible personal property therein or thereto, whether or not
such personal property becomes a part of the realty by virtue
of installation; also, any person engaged in the business of
clearing land and moving earth of or for the United States,
any instrumentality thereof, or a county or city housing
authority created pursuant to chapter 35.82 RCW. Any such
person is a consumer within the meaning of this subsection in
respect to tangible personal property incorporated into,
installed in, or attached to such building or other structure by
such person, except that consumer does not include any per-
son engaged in the business of constructing, repairing, deco-
rating, or improving new or existing buildings or other struc-
tures under, upon, or above real property of or for the United
States, or any instrumentality thereof, if the investment proj-
ect would qualify for sales and use tax deferral under chapter
82.63 RCW if undertaken by a private entity;

(7) Any person who is a lessor of machinery and equip-
ment, the rental of which is exempt from the tax imposed by
RCW 82.08.020 under RCW 82.08.02565, with respect to the
sale of or charge made for tangible personal property con-
sumed in respect to repairing the machinery and equipment,
if the tangible personal property has a useful life of less than
one year. Nothing contained in this or any other subsection of
this section may be construed to modify any other definition
of "consumer";

(8) Any person engaged in the business of cleaning up
for the United States, or its instrumentalities, radioactive
waste and other by-products of weapons production and
nuclear research and development;

(9) Any person who is an owner, lessee, or has the right
of possession of tangible personal property that, under the
terms of an extended warranty as defined in RCW
82.04.050(7), has been repaired or is replacement property,
but only with respect to the sale of or charge made for the
repairing of the tangible personal property or the replacement
property;

(10) Any person who purchases, acquires, or uses ser-
vices described in *RCW 82.04.050(6)(b) other than:

(a) For resale in the regular course of business; or

(b) For purposes of consuming the service described in
*RCW 82.04.050(6)(b) in producing for sale a new product,
but only if such service becomes a component of the new
product. For purposes of this subsection (10), "product"
means a digital product, an article of tangible personal prop-
erty, or the service described in *RCW 82.04.050(6)(b);

(11)(a) Any end user of a digital product or digital code.
"Consumer" does not include any person who is not an end
user of a digital product or a digital code and purchases,
acquires, owns, holds, or uses any digital product or digital
code for purposes of consuming the digital product or digital
code in producing for sale a new product, but only if the dig-
ital product or digital code becomes a component of the new
product. A digital code becomes a component of a new prod-
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uct if the digital good or digital automated service acquired
through the use of the digital code becomes incorporated into
a new product. For purposes of this subsection, "product" has
the same meaning as in subsection (10) of this section.

(b)(1) For purposes of this subsection, "end user" means
any taxpayer as defined in RCW 82.12.010 other than a tax-
payer who receives by contract a digital product for further
commercial broadcast, rebroadcast, transmission, retransmis-
sion, licensing, relicensing, distribution, redistribution or
exhibition of the product, in whole or in part, to others. A per-
son that purchases digital products or digital codes for the
purpose of giving away such products or codes will not be
considered to have engaged in the distribution or redistribu-
tion of such products or codes and will be treated as an end
user;

(i1) If a purchaser of a digital code does not receive the
contractual right to further redistribute, after the digital code
is redeemed, the underlying digital product to which the dig-
ital code relates, then the purchaser of the digital code is an
end user. If the purchaser of the digital code receives the con-
tractual right to further redistribute, after the digital code is
redeemed, the underlying digital product to which the digital
code relates, then the purchaser of the digital code is not an
end user. A purchaser of a digital code who has the contrac-
tual right to further redistribute the digital code is an end user
if that purchaser does not have the right to further redistrib-
ute, after the digital code is redeemed, the underlying digital
product to which the digital code relates;

(12) Any person who provides services described in
RCW 82.04.050(9). Any such person is a consumer with
respect to the purchase, acquisition, or use of the tangible per-
sonal property that the person provides along with an opera-
tor in rendering services defined as a retail sale in RCW
82.04.050(9). Any such person may also be a consumer under
other provisions of this section;

(13) Any person who purchases, acquires, owns, holds,
or uses chemical sprays or washes for the purpose of posthar-
vest treatment of fruit for the prevention of scald, fungus,
mold, or decay, or who purchases feed, seed, seedlings, fertil-
izer, agents for enhanced pollination including insects such as
bees, and spray materials, is not a consumer of such items,
but only to the extent that the items:

(a) Are used in relation to the person's participation in
the federal conservation reserve program, the environmental
quality incentives program, the wetlands reserve program,
the wildlife habitat incentives program, or their successors
administered by the United States department of agriculture;

(b) Are for use by a farmer for the purpose of producing
for sale any agricultural product; or

(c) Are for use by a farmer to produce or improve wild-
life habitat on land the farmer owns or leases while acting
under cooperative habitat development or access contracts
with an organization exempt from federal income tax under
26 U.S.C. Sec. 501(c)(3) of the federal internal revenue code
or the Washington state department of fish and wildlife; and

(14) A regional transit authority is not a consumer with
respect to labor, services, or tangible personal property pur-
chased pursuant to agreements providing maintenance ser-
vices for bus, rail, or rail fixed guideway equipment when a
transit agency, as defined in RCW 81.104.015, performs the
labor or services. [2015 ¢ 169 § 3; 2014 ¢ 97 § 302. Prior:
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2010 c 111 § 202; 2010 ¢ 106 § 204; 2009 ¢ 535 § 302; 2007
¢ 6§ 1008; 2005 c 514 § 103; prior: 2004 ¢ 174 § 4; 2004 ¢ 2
§ 8; 2002 ¢ 367 § 2; prior: 1998 ¢ 332 § 6; 1998 ¢ 308 § 2;
prior: 1996 ¢ 173 § 2; 1996 ¢ 148 § 4; 1996 ¢ 112 § 2; 1995
Ist sp.s.c 3 § 4; 1986 ¢ 231 § 2; 1985 ¢ 134 § 1; 1983 2nd
ex.s. ¢ 3 §27; 1975 1st ex.s. ¢ 90 § 2; 1971 ex.s. ¢ 299 § 4;
1969 ex.s. ¢ 255 § 4; 1967 ex.s. ¢ 149 § 6; 1965 ex.s.c 173 §
4; 1961 c 15 § 82.04.190; prior: 1959 ex.s.c 3 § 3; 1957 ¢ 279
§ 2; 1955 ¢ 389 § 20; prior: 1949 ¢ 228 § 2, part; 1945 ¢ 249
§ 1, part; 1943 ¢ 156 § 2, part; 1941 ¢ 178 § 2, part; 1939 ¢
225§ 2, part; 1937 ¢ 227 § 2, part; 1935 ¢ 180 § 5, part; Rem.
Supp. 1949 § 8370-5, part.]

*Reviser's note: RCW 82.04.050 was amended by 2015 3rd sp.s. ¢ 6 §
1104, changing subsection (6)(b) to subsection (6)(c).

Effective date—2015 ¢ 169: See note following RCW 82.04.050.

Purpose—Retroactive application—Effective date—2010 ¢ 111: See
notes following RCW 82.04.050.

Effective date—2010 ¢ 106: See note following RCW 35.102.145.

Intent—Construction—2009 ¢ 535: See notes following RCW
82.04.192.

Part headings not law—Savings—Effective date—Severability—
2007 ¢ 6: See notes following RCW 82.32.020.
Findings—Intent—2007 c 6: See note following RCW 82.14.495.

Findings—Intent—Effective date—1998 ¢ 332: See notes following
RCW 82.04.29001.

Findings—Intent—1996 ¢ 173: See note following RCW 82.08.02565.

Findings—Effective date—1995 1st sp.s. ¢ 3: See notes following
RCW 82.08.02565.

Additional notes found at www.leg.wa.gov

82.04.192 Digital products definitions. (1) "Digital
audio works" means works that result from the fixation of a
series of musical, spoken, or other sounds, including ring-
tones.

(2) "Digital audiovisual works" means a series of related
images which, when shown in succession, impart an impres-
sion of motion, together with accompanying sounds, if any.

(3)(a) "Digital automated service," except as provided in
(b) of this subsection (3), means any service transferred elec-
tronically that uses one or more software applications.

(b) "Digital automated service" does not include:

(1) Any service that primarily involves the application of
human effort by the seller, and the human effort originated
after the customer requested the service;

(i1) The loaning or transferring of money or the purchase,
sale, or transfer of financial instruments. For purposes of this
subsection (3)(b)(ii), "financial instruments" include cash,
accounts receivable and payable, loans and notes receivable
and payable, debt securities, equity securities, as well as
derivative contracts such as forward contracts, swap con-
tracts, and options;

(iii) Dispensing cash or other physical items from a
machine;

(iv) Payment processing services;

(v) Parimutuel wagering and handicapping contests as
authorized by chapter 67.16 RCW;

(vi) Telecommunications services and ancillary services
as those terms are defined in RCW 82.04.065;

(vii) The internet and internet access as those terms are
defined in RCW 82.04.297;

(viii) The service described in *RCW 82.04.050(6)(b);

(2016 Ed.)

82.04.192

(ix) Online educational programs provided by a:

(A) Public or private elementary or secondary school; or

(B) An institution of higher education as defined in sec-
tions 1001 or 1002 of the federal higher education act of 1965
(Title 20 U.S.C. Secs. 1001 and 1002), as existing on July 1,
2009. For purposes of this subsection (3)(b)(ix)(B), an online
educational program must be encompassed within the institu-
tion's accreditation;

(x) Live presentations, such as lectures, seminars, work-
shops, or courses, where participants are connected to other
participants via the internet or telecommunications equip-
ment, which allows audience members and the presenter or
instructor to give, receive, and discuss information with each
other in real time;

(xi) Travel agent services, including online travel ser-
vices, and automated systems used by travel agents to book
reservations;

(xii)(A) A service that allows the person receiving the
service to make online sales of products or services, digital or
otherwise, using either: (I) The service provider's web site; or
(IT) the service recipient's web site, but only when the service
provider's technology is used in creating or hosting the ser-
vice recipient's web site or is used in processing orders from
customers using the service recipient's web site.

(B) The service described in this subsection (3)(b)(xii)
does not include the underlying sale of the products or ser-
vices, digital or otherwise, by the person receiving the ser-
vice;

(xiii) Advertising services. For purposes of this subsec-
tion (3)(b)(xiii), "advertising services" means all services
directly related to the creation, preparation, production, or the
dissemination of advertisements. Advertising services
include layout, art direction, graphic design, mechanical
preparation, production supervision, placement, and render-
ing advice to a client concerning the best methods of adver-
tising that client's products or services. Advertising services
also include online referrals, search engine marketing and
lead generation optimization, web campaign planning, the
acquisition of advertising space in the internet media, and the
monitoring and evaluation of web site traffic for purposes of
determining the effectiveness of an advertising campaign.
Advertising services do not include web hosting services and
domain name registration;

(xiv) The mere storage of digital products, digital codes,
computer software, or master copies of software. This exclu-
sion from the definition of digital automated services
includes providing space on a server for web hosting or the
backing up of data or other information;

(xv) Data processing services. For purposes of this sub-
section (3)(b)(xv), "data processing service" means a primar-
ily automated service provided to a business or other organi-
zation where the primary object of the service is the system-
atic performance of operations by the service provider on
data supplied in whole or in part by the customer to extract
the required information in an appropriate form or to convert
the data to usable information. Data processing services
include check processing, image processing, form process-
ing, survey processing, payroll processing, claim processing,
and similar activities. Data processing does not include the
service described in *RCW 82.04.050(6)(b); and

(xvi) Digital goods.
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(4) "Digital books" means works that are generally rec-
ognized in the ordinary and usual sense as books.

(5) "Digital code" means a code that provides a pur-
chaser with the right to obtain one or more digital products, if
all of the digital products to be obtained through the use of the
code have the same sales and use tax treatment. "Digital
code" does not include a code that represents a stored mone-
tary value that is deducted from a total as it is used by the pur-
chaser. "Digital code" also does not include a code that rep-
resents a redeemable card, gift card, or gift certificate that
entitles the holder to select digital products of an indicated
cash value. A digital code may be obtained by any means,
including email or by tangible means regardless of its desig-
nation as song code, video code, book code, or some other
term.

(6)(a) "Digital goods," except as provided in (b) of this
subsection (6), means sounds, images, data, facts, or informa-
tion, or any combination thereof, transferred electronically,
including, but not limited to, specified digital products and
other products transferred electronically not included within
the definition of specified digital products.

(b) The term "digital goods" does not include:

(1) Telecommunications services and ancillary services
as those terms are defined in RCW 82.04.065;

(i1) Computer software as defined in RCW 82.04.215;

(i) The internet and internet access as those terms are
defined in RCW 82.04.297;

(iv)(A) Except as provided in (b)(iv)(B) of this subsec-
tion (6), the representation of a personal or professional ser-
vice in electronic form, such as an electronic copy of an engi-
neering report prepared by an engineer, where the service pri-
marily involves the application of human effort by the service
provider, and the human effort originated after the customer
requested the service.

(B) The exclusion in (b)(iv)(A) of this subsection (6)
does not apply to photographers in respect to amounts
received for the taking of photographs that are transferred
electronically to the customer, but only if the customer is an
end user, as defined in RCW 82.04.190(11), of the photo-
graphs. Such amounts are considered to be for the sale of dig-
ital goods; and

(v) Services and activities excluded from the definition
of digital automated services in subsection (3)(b)(i) through
(xv) of this section and not otherwise described in (b)(i)
through (iv) of this subsection (6).

(7) "Digital products" means digital goods and digital
automated services.

(8) "Electronically transferred" or "transferred electroni-
cally" means obtained by the purchaser by means other than
tangible storage media. It is not necessary that a copy of the
product be physically transferred to the purchaser. So long as
the purchaser may access the product, it will be considered to
have been electronically transferred to the purchaser.

(9) "Specified digital products" means electronically
transferred digital audiovisual works, digital audio works,
and digital books.

(10) "Subscription radio services" means the sale of
audio programming by a radio broadcaster as defined in
RCW 82.08.02081, except as otherwise provided in this sub-
section. "Subscription radio services" does not include audio
programming that is sold on a pay-per-program basis or that
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allows the buyer to access a library of programs at any time
for a specific charge for that service.

(11) "Subscription television services" means the sale of
video programming by a television broadcaster as defined in
RCW 82.08.02081, except as otherwise provided in this sub-
section. "Subscription television services" does not include
video programming that is sold on a pay-per-program basis
or that allows the buyer to access a library of programs at any
time for a specific charge for that service, but only if the
seller is not subject to a franchise fee in this state under the
authority of Title 47 U.S.C. Sec. 542(a) on the gross revenue
derived from the sale. [2010 ¢ 111 §203;2009 ¢ 535 § 201.]

*Reviser's note: RCW 82.04.050 was amended by 2015 3rd sp.s. ¢ 6 §
1104, changing subsection (6)(b) to subsection (6)(c).

Purpose—Retroactive application—Effective date—2010 ¢ 111: See
notes following RCW 82.04.050.

Intent—2009 ¢ 535: "(1) In 2007, the legislature directed the depart-
ment of revenue (department) to conduct a study of the taxation of electron-
ically delivered products (digital products). In conducting the study, the
department was assisted by a committee comprised of legislators, academics,
and individuals representing different segments of government and industry
(the "study committee").

(2) At the conclusion of the study, the department issued its final report
December 5, 2008. The final report noted that any recommendations to the
legislature should promote the following goals: (a) Simplicity and fairness;
(b) conformity with the streamlined sales and use tax agreement; (c) neutral-
ity regardless of industry, content, and delivery method while taking the pur-
chaser's underlying property rights into account; (d) consideration given to
the revenue impact of potential changes to the tax base; (¢) consideration
given to the impact caused by the pyramiding of business inputs; (f) main-
taining or enhancing the competitiveness of businesses located in Washing-
ton; and (g) maintaining certainty, consistency, durability, and equity despite
changes in technology and business models.

(3) While the department's final report did not contain recommendations
for the legislature, the report's conclusion notes that the study committee
found that legislation implementing digital products tax policy is necessary
in 2009 to: (a) Protect the sales and use tax base; (b) establish certainty in our
tax code; (c) maintain conformity with the streamlined sales and use tax
agreement; and (d) encourage economic development.

(4) This act is the outgrowth of the work of the department and the study
committee. The purpose of this act is to implement those findings of the
study committee noted in subsection (3) of this section. This act also takes
into account the goals noted in subsection (2) of this section. Moreover, this
act contains specific provisions to: (a) Provide protections for taxpayers who
failed to pay or collect tax on digital products for periods before July 26,
2009; and (b) promote the location of server farms and data centers in this
state by preventing the department from considering a person's ownership of,
or rights in, digital goods or digital codes residing on servers located in this
state in determining whether the person has nexus with this state for purposes
of the taxes imposed in Title 82 RCW." [2009 ¢ 535 § 101.]

Construction—2009 ¢ 535: "This act does not have any impact whatso-
ever on the characterization of digital goods and digital codes as tangible or
intangible personal property for purposes of property taxation and may not
be used in any way in construing any provision of Title 84 RCW." [2009 ¢
535§ 1201.]

Construction—2009 ¢ 535: "The repeals in sections 515 and 623 of this
act do not affect any existing right acquired or liability or obligation incurred
under the statutes repealed or under any rule or order adopted under those
statutes nor do they affect any proceedings instituted under them." [2009 ¢
535§ 1203.]

82.04.200 "In this state," "within this state." "In this
state" or "within this state" includes all federal areas lying
within the exterior boundaries of the state. [1961 ¢ 15 §
82.04.200. Prior: 1955 ¢ 389 § 21; prior: 1949 ¢ 228 § 2, part;
1945 ¢ 249 § 1, part; 1943 ¢ 156 § 2, part; 1941 ¢ 178 § 2,
part; 1939 ¢ 225 § 2, part; 1937 ¢ 227 § 2, part; 1935 ¢ 180 §
5, part; Rem. Supp. 1949 § 8370-5, part.]
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82.04.210 "By-product." "By-product" means any
additional product, other than the principal or intended prod-
uct, which results from extracting or manufacturing activities
and which has a market value, without regard to whether or
not such additional product was an expected or intended
result of the extracting or manufacturing activities. [1961 ¢
15 § 82.04.210. Prior: 1955 ¢ 389 § 22; prior: 1949 ¢ 228 § 2,
part; 1945 ¢ 249 § 1, part; 1943 ¢ 156 § 2, part; 1941 ¢ 178 §
2, part; 1939 ¢ 225 § 2, part; 1937 ¢ 227 § 2, part; 1935 ¢ 180
§ 5, part; Rem. Supp. 1949 § 8370-5, part.]

82.04.212 "Retail store or outlet." "Retail store or
outlet" does not mean a device or apparatus through which
sales are activated by coin deposits but the phrase shall
include automats or business establishments retailing diversi-
fied goods primarily through the use of such devices or appa-
ratus. [1961 c 15 § 82.04.212. Prior: 1959 ¢ 232 § 1.]

82.04.213 "Agricultural product," "farmer," '""mari-
juana." (1) "Agricultural product"” means any product of
plant cultivation or animal husbandry including, but not lim-
ited to: A product of horticulture, grain cultivation, vermicul-
ture, viticulture, or aquaculture as defined in RCW
15.85.020; plantation Christmas trees; short-rotation hard-
woods as defined in RCW 84.33.035; turf; or any animal
including but not limited to an animal that is a private sector
cultured aquatic product as defined in RCW 15.85.020, or a
bird, or insect, or the substances obtained from such an ani-
mal including honey bee products. "Agricultural product"
does not include marijuana, useable marijuana, or marijuana-
infused products, or animals defined as pet animals under
RCW 16.70.020.

(2)(a) "Farmer" means any person engaged in the busi-
ness of growing, raising, or producing, upon the person's own
lands or upon the lands in which the person has a present right
of possession, any agricultural product to be sold, and the
growing, raising, or producing honey bee products for sale, or
providing bee pollination services, by an eligible apiarist.
"Farmer" does not include a person growing, raising, or pro-
ducing such products for the person's own consumption; a
person selling any animal or substance obtained therefrom in
connection with the person's business of operating a stock-
yard or a slaughter or packing house; or a person in respect to
the business of taking, cultivating, or raising timber.

(b) "Eligible apiarist" means a person who owns or keeps
one or more bee colonies and who grows, raises, or produces
honey bee products for sale at wholesale and is registered
under RCW 15.60.021.

(c) "Honey bee products" means queen honey bees,
packaged honey bees, honey, pollen, bees wax, propolis, or
other substances obtained from honey bees. "Honey bee
products" does not include manufactured substances or arti-
cles.

(3) The terms "agriculture," "farming," "horticulture,"
"horticultural," and "horticultural product" may not be con-
strued to include or relate to marijuana, useable marijuana, or
marijuana-infused products unless the applicable term is
explicitly defined to include marijuana, useable marijuana, or
marijuana-infused products.

(4) "Marijuana," "useable marijuana," and "marijuana-
infused products" have the same meaning as in RCW
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69.50.101. [2015 3rd sp.s. ¢ 6 § 1102; 2014 ¢ 140 § 2. Prior:
2001 ¢ 118 § 2; 2001 ¢ 97 § 3; 1993 sp.s. ¢ 25 § 302.]

Effective dates—2015 3rd sp.s. ¢ 6: See note following RCW
82.04.4266.

Tax preference performance statement—Tax preference intended
to be permanent—2015 3rd sp.s. ¢ 6 §§ 1102-1106: See notes following
RCW 82.04.330.

Additional notes found at www.leg.wa.gov

82.04.214 "Newspaper." (1) "Newspaper" means:

(a) A publication issued regularly at stated intervals at
least twice a month and printed on newsprint in tabloid or
broadsheet format folded loosely together without stapling,
glue, or any other binding of any kind, including any supple-
ment of a printed newspaper; and

(b) An electronic version of a printed newspaper that:

(1) Shares content with the printed newspaper; and

(i1) Is prominently identified by the same name as the
printed newspaper or otherwise conspicuously indicates that
it is a complement to the printed newspaper.

(2) For purposes of this section, "supplement" means a
printed publication, including a magazine or advertising sec-
tion, that is:

(a) Labeled and identified as part of the printed newspa-
per; and

(b) Circulated or distributed:

(i) As an insert or attachment to the printed newspaper;
or

(ii) Separate and apart from the printed newspaper so
long as the distribution is within the general circulation area
of the newspaper. [2012 2nd sp.s. ¢ 6 § 601; 2008 ¢ 273 § 1;
1994 ¢ 22 § 1; 1993 sp.s. ¢ 25 § 304.]

Reviser's note: (1) The effective date of section 603, chapter 6, Laws of
2015 3rd sp.s., that amended section 704, chapter 6, Laws of 2012 2nd sp.s.
and removed the expiration date of section 601, chapter 6, Laws of 2012 2nd
sp.s., takes effect September 1, 2015. See also effective date note following
RCW 82.04.4266 for chapter 6, Laws of 2015 3rd sp.s.

(2) Pursuant to RCW 43.135.041, chapter 6, Laws of 2012 2nd special
session was subject to an advisory vote of the people in the November 2012

general election on whether the tax increase in such session law should be
maintained or repealed. The advisory vote was in favor of repeal.

Findings—Intent—Tax preference performance statement: See
note following RCW 82.04.260 for section 602, chapter 6, Laws of 2015 3rd
sp.s.

Existing rights, liabilities, or obligations—Effective dates—Contin-

gent effective dates—2012 2nd sp.s. ¢ 6: See notes following RCW
82.04.29005.

Effective date—2008 ¢ 273: "This act takes effect July 1, 2008." [2008
c273§2]

Additional notes found at www.leg.wa.gov

82.04.215 "Computer," "computer software," "cus-
tom software," "customization of prewritten computer
software," "'master copies," "prewritten computer soft-
ware," "retained rights." (1) "Computer" means an elec-
tronic device that accepts information in digital or similar
form and manipulates it for a result based on a sequence of
instructions.

(2) "Computer software" means a set of coded instruc-
tions designed to cause a computer or automatic data process-
ing equipment to perform a task. All software is classified as
either prewritten or custom. Consistent with this definition
"computer software" includes only those sets of coded
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instructions intended for use by an end user and specifically
excludes retained rights in software and master copies of
software.

(3) "Custom software" means software created for a sin-
gle person.

(4) "Customization of prewritten computer software"
means any alteration, modification, or development of appli-
cations using or incorporating prewritten computer software
for a specific person. "Customization of prewritten computer
software" includes individualized configuration of software
to work with other software and computer hardware but does
not include routine installation. Customization of prewritten
computer software does not change the underlying character
or taxability of the original prewritten computer software.

(5) "Master copies" of software means copies of soft-
ware from which a software developer, author, inventor, pub-
lisher, licensor, sublicensor, or distributor makes copies for
sale or license.

(6) "Prewritten computer software" means computer
software, including prewritten upgrades, that is not designed
and developed by the author or other creator to the specifica-
tions of a specific purchaser. The combining of two or more
prewritten computer software programs or prewritten por-
tions thereof does not cause the combination to be other than
prewritten computer software. Prewritten computer software
includes software designed and developed by the author or
other creator to the specifications of a specific purchaser
when it is sold to a person other than such purchaser. Where
a person modifies or enhances computer software of which
such persons is not the author or creator, the person shall be
deemed to be the author or creator only of the person's modi-
fications or enhancements. Prewritten computer software or a
prewritten portion thereof that is modified or enhanced to any
degree, where such modification or enhancement is designed
and developed to the specifications of a specific purchaser,
remains prewritten computer software; however where there
is a reasonable, separately stated charge or an invoice or other
statement of the price given to the purchaser for the modifica-
tion or enhancement, the modification or enhancement shall
not constitute prewritten computer software.

(7) "Retained rights" means any and all rights, including
intellectual property rights such as those rights arising from
copyrights, patents, and trade secret laws, that are owned or
are held under contract or license by a software developer,
author, inventor, publisher, licensor, sublicensor, or distribu-
tor. [2003 ¢ 168 § 601; 1998 ¢ 332 § 3.]

Findings—Intent—Effective date—1998 ¢ 332: See notes following
RCW 82.04.29001.

Additional notes found at www.leg.wa.gov

82.04.216 Exclusion of steam, electricity, or electrical
energy from definition of certain terms. Consistent with
RCW 82.02.220, when the terms "tangible personal prop-
erty," "ingredient," "component part," "incorporated into,"
"goods," "products," "by-products," "materials," "consum-
ables," and other similar terms denoting tangible items that
may be used, sold, or consumed are used in this chapter, the
terms do not include steam, electricity, or electrical energy.
[2003 c 168 § 702.]

Additional notes found at www.leg.wa.gov
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82.04.217 "Direct service industrial customer," "alu-
minum smelter." (1) "Direct service industrial customer"
means the same as in RCW 82.16.0495.

(2) "Aluminum smelter" means the manufacturing facil-
ity of any direct service industrial customer that processes
alumina into aluminum. [2004 ¢ 24 § 2.]

Intent—Effective date—2004 ¢ 24: See notes following RCW
82.04.2909.

82.04.220 Business and occupation tax imposed. (1)
There is levied and collected from every person that has a
substantial nexus with this state a tax for the act or privilege
of engaging in business activities. The tax is measured by the
application of rates against value of products, gross proceeds
of sales, or gross income of the business, as the case may be.

(2) A person who has a substantial nexus with this state
in any tax year under the provisions of RCW 82.04.067 will
be deemed to have a substantial nexus with this state for the
following tax year. [2011 Ist sp.s. ¢ 20 § 101; 2010 Ist sp.s.
¢ 23 § 102; 1961 ¢ 15 § 82.04.220. Prior: 1955 ¢ 389 § 42;
prior: 1950 ex.s. ¢ 5 § 1, part; 1949 ¢ 228 § 1, part; 1943 ¢ 156
§ 1, part; 1941 ¢ 178 § 1, part; 1939 ¢ 225 § 1, part; 1937 ¢
227 § 1, part; 1935 ¢ 180 § 4, part; Rem. Supp. 1949 § 8370-
4, part.]

Intent—2010 1st sp.s. ¢ 23: "In order to preserve funding for education,
public safety, health care, environmental protection, and safety net services
for children, elderly, disabled, and vulnerable people, it is the intent of the
legislature to close obsolete tax preferences, clarify the legislature's intent
regarding existing tax policy, and to ensure balanced tax policy while bol-
stering emerging industries." [2010 1st sp.s. ¢ 23 § 1.]

Findings—Intent—2010 1st sp.s. ¢ 23: "(1) The legislature finds that
out-of-state businesses that do not have a physical presence in Washington
earn significant income from Washington residents from providing services
or collecting royalties on the use of intangible property in this state. The leg-
islature further finds that these businesses receive significant benefits and
opportunities provided by the state, such as: Laws providing protection of
business interests or regulating consumer credit; access to courts and judicial
process to enforce business rights, including debt collection and intellectual
property rights; an orderly and regulated marketplace; and police and fire
protection and a transportation system benefiting in-state agents and other
representatives of out-of-state businesses. Therefore, the legislature intends
to extend the state's business and occupation tax to these companies to ensure
that they pay their fair share of the cost of services that this state renders and
the infrastructure it provides.

(2)(a) The legislature also finds that the current cost apportionment
method in RCW 82.04.460(1) for apportioning most service income has
been difficult for both taxpayers and the department to apply due in large part
(i) to the difficulty in assigning certain costs of doing business inside or out-
side of this state, and (ii) to its dissimilarity with the apportionment methods
used in other states for their business activity taxes.

(b) The legislature further finds that there is a trend among states to
adopt a single factor apportionment formula based on sales. The legislature
recognizes that adoption of a sales factor only apportionment method has the
advantages of simplifying apportionment and making Washington a more
attractive place for businesses to expand their property and payroll. For these
reasons, the legislature adopts single factor sales apportionment for purposes
of apportioning royalty income and certain service income for state business
and occupation tax purposes.

(c) Nothing in this act may be construed, however, to authorize appor-
tionment of the gross income or value of products taxable under the follow-
ing business and occupation tax classifications: Retailing, wholesaling, man-
ufacturing, processing for hire, extracting, extracting for hire, printing, gov-
ernment contracting, public road construction, the classifications in RCW
82.04.280(1) (b), (d), (f), and (g), and any other activity not specifically
included in the definition of apportionable activities in RCW 82.04.460.

(d) Nothing in this part is intended to modify the nexus and apportion-
ment requirements for local gross receipts business and occupation taxes."
[2011 ¢ 174 § 208; 2010 Ist sp.s. ¢ 23 § 101.]

Contingency—Application—2010 1st sp.s. ¢ 23 §§ 102-112: See
notes following RCW 82.04.067.
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Effective date—2010 1st sp.s. ¢ 23: See note following RCW
82.04.4292.

82.04.230 Tax upon extractors. Upon every person
engaging within this state in business as an extractor, except
persons taxable as an extractor under any other provision in
this chapter; as to such persons the amount of the tax with
respect to such business shall be equal to the value of the
products, including by-products, extracted for sale or for
commercial or industrial use, multiplied by the rate of 0.484
percent.

The measure of the tax is the value of the products,
including by-products, so extracted, regardless of the place of
sale or the fact that deliveries may be made to points outside
the state. [2006 ¢ 300 § 5; 1993 sp.s. ¢ 25 § 101; 1971 ex.s. ¢
281 § 2; 1969 ex.s. ¢ 262 § 33; 1967 ex.s. ¢ 149 § 7; 1961 c
15 § 82.04.230. Prior: 1955 ¢ 389 § 43; prior: 1950 ex.s. ¢ 5
§ 1, part; 1949 ¢ 228 § 1, part; 1943 ¢ 156 § 1, part; 1941 ¢
178 § 1, part; 1939 ¢ 225 § 1, part; 1937 ¢ 227 § 1, part; 1935
¢ 180 § 4, part; Rem. Supp. 1949 § 8370-4, part.]

Effective dates—Contingent effective date—2006 ¢ 300: See note
following RCW 82.04.261.

Additional notes found at www.leg.wa.gov

82.04.240 Tax on manufacturers. (Contingent expira-
tion date.) Upon every person engaging within this state in
business as a manufacturer, except persons taxable as manu-
facturers under other provisions of this chapter; as to such
persons the amount of the tax with respect to such business
shall be equal to the value of the products, including byprod-
ucts, manufactured, multiplied by the rate of 0.484 percent.

The measure of the tax is the value of the products,
including byproducts, so manufactured regardless of the
place of sale or the fact that deliveries may be made to points
outside the state. [2004 ¢ 24 §4; 1998 ¢ 312 § 3; 1993 sp.s. ¢
25§ 102; 1981 ¢ 172 § 1; 1979 ex.s. ¢ 196 § 1; 1971 ex.s. ¢
281 § 3; 1969 ex.s. ¢ 262 § 34; 1967 ex.s. ¢ 149 § 8; 1965
ex.s.¢c 173 § 5; 1961 c 15 § 82.04.240. Prior: 1959 c 211 § 1;
1955 ¢ 389 § 44; prior: 1950 ex.s. ¢ 5 § 1, part; 1949 ¢ 228 §
1, part; 1943 ¢ 156 § 1, part; 1941 ¢ 178 § 1, part; 1939 ¢ 225
§ 1, part; 1937 ¢ 227 § 1, part; 1935 ¢ 180 § 4, part; Rem.
Supp. 1949 § 8370-4, part.]

Intent—Effective date—2004 c¢ 24: See notes following RCW
82.04.2909.

Additional notes found at www.leg.wa.gov

82.04.240 Tax on manufacturers. (Contingent effec-
tive date; contingent expiration of subsection.) (1) Upon
every person engaging within this state in business as a man-
ufacturer, except persons taxable as manufacturers under
other provisions of this chapter; as to such persons the
amount of the tax with respect to such business is equal to the
value of the products, including byproducts, manufactured,
multiplied by the rate of 0.484 percent.

(2)(a) Upon every person engaging within this state in
the business of manufacturing semiconductor materials, as to
such persons the amount of tax with respect to such business
is, in the case of manufacturers, equal to the value of the
product manufactured, or, in the case of processors for hire,
equal to the gross income of the business, multiplied by the
rate of 0.275 percent. For the purposes of this subsection
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"semiconductor materials" means silicon crystals, silicon
ingots, raw polished semiconductor wafers, compound semi-
conductors, integrated circuits, and microchips.

(b) A person reporting under the tax rate provided in this
subsection (2) must file a complete annual report with the
department under RCW 82.32.534.

(c) This subsection (2) expires twelve years after *the
effective date of this act.

(3) The measure of the tax is the value of the products,
including byproducts, so manufactured regardless of the
place of sale or the fact that deliveries may be made to points
outside the state. [2010 ¢ 114 § 104; 2003 ¢ 149 § 3; 1998 ¢
312 § 3; 1993 sp.s. ¢ 25 § 102; 1981 ¢ 172 § 1; 1979 ex.s. ¢
196 § 1; 1971 ex.s. ¢ 281 § 3; 1969 ex.s. ¢ 262 § 34; 1967
ex.s. ¢ 149 § 8; 1965 ex.s. ¢ 173 § 5; 1961 c 15 § 82.04.240.
Prior: 1959 ¢ 211 § 1; 1955 ¢ 389 § 44; prior: 1950 ex.s.c 5§
1, part; 1949 ¢ 228 § 1, part; 1943 ¢ 156 § 1, part; 1941 ¢ 178
§ 1, part; 1939 ¢ 225 § 1, part; 1937 ¢ 227 § 1, part; 1935 ¢
180 § 4, part; Rem. Supp. 1949 § 8370-4, part.]

Finding—Intent—2010 ¢ 114: See note following RCW 82.32.585.
*Contingent effective date—2010 ¢ 114: See RCW 82.32.790.
Findings—Intent—2003 c 149: See note following RCW 82.04.426.

Additional notes found at www.leg.wa.gov

82.04.2403 Manufacturer tax not applicable to clean-
ing fish. The tax imposed by RCW 82.04.240 does not apply
to cleaning fish. "Cleaning fish" means the removal of the
head, fins, or viscera from fresh fish without further process-
ing, other than freezing. [1994 ¢ 167 § 1.]

Additional notes found at www.leg.wa.gov

82.04.2404 Manufacturers—Processors for hire—
Semiconductor materials. (Expires December 1, 2018.) (1)
Upon every person engaging within this state in the business
of manufacturing or processing for hire semiconductor mate-
rials, as to such persons the amount of tax with respect to
such business is, in the case of manufacturers, equal to the
value of the product manufactured, or, in the case of proces-
sors for hire, equal to the gross income of the business, mul-
tiplied by the rate of 0.275 percent.

(2) For the purposes of this section "semiconductor
materials" means silicon crystals, silicon ingots, raw polished
semiconductor wafers, and compound semiconductor wafers.

(3) A person reporting under the tax rate provided in this
section must file a complete annual report with the depart-
ment under RCW 82.32.534.

(4) This section expires December 1, 2018. [2010c 114
§ 105; 2006 c 84 § 2.]

Application—Finding—Intent—2010 ¢ 114: See notes following
RCW 82.32.585.

Effective date—2007 ¢ 54 § 22; 2006 ¢ 84 §§ 2-8: "(1)(a) Sections 2
through 8, chapter 84, Laws of 2006 and section 22, chapter 54, Laws of
2007 are contingent upon the siting, expansion, or renovation, and commer-
cial operation of a significant semiconductor materials fabrication facility or
facilities in the state of Washington.

(b) For the purposes of this section:

(i) "Commercial operation" means the equipment and process qualifica-
tions in the new, expanded, or renovated building are completed and produc-
tion for sale has begun.

(i) "Semiconductor materials fabrication" means the manufacturing of
silicon crystals, silicon ingots that are at least three hundred millimeters in
diameter, raw polished semiconductor wafers that are at least three hundred
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millimeters in diameter, and compound semiconductor wafers that are at
least three hundred millimeters in diameter.

(iii) "Significant" means that the combined investment or investments
by a single person, occurring at any time before December 1, 2006, of new
buildings, expansion or renovation of existing buildings, tenant improve-
ments to buildings, and machinery and equipment in the buildings, at the
commencement of commercial production, is at least three hundred fifty mil-
lion dollars based on actual expenditures by the person.

(2) Except for section 1 of this act and this section, this act takes effect
the first day of the month immediately following the department's determina-
tion that the contingency in subsection (1) of this section has occurred. The
department shall make its determination regarding the contingency in sub-
section (1) of this section based on information provided to the department
by affected taxpayers or representatives of affected taxpayers.

(3) The department of revenue shall provide notice of the effective date
of sections 2 through 8, chapter 84, Laws of 2006 [December 1, 2006] to
affected taxpayers, the legislature, the office of the code reviser, and others
as deemed appropriate by the department." [2007 ¢ 54 § 29; 2006 ¢ 84 § 9.]

Findings—Intent—2006 ¢ 84: "The legislature finds that the welfare of
the people of the state of Washington is positively impacted through the
encouragement and expansion of family wage employment in the state's
manufacturing industries. The legislature further finds that targeting tax
incentives to focus on key industry clusters is an important business climate
strategy. Washington state has recognized the semiconductor industry,
which includes the design and manufacture of semiconductor materials, as
one of the state's existing key industry clusters. Businesses in this cluster in
the state of Washington are facing increasing pressure to expand elsewhere.
The sales and use tax exemptions for manufacturing machinery and equip-
ment enacted by the 1995 legislature improved Washington's ability to com-
pete with other states for manufacturing investment. In 2003 the legislature
enacted comprehensive tax incentives for the semiconductor cluster that
address activities of the lead product industry and its suppliers and custom-
ers. These tax incentives are contingent on the investment of at least one bil-
lion dollars in a new semiconductor microchip fabrication facility in this
state, which has not occurred. This investment criteria failed to recognize the
significance of potential investment in the advanced semiconductor materi-
als sector. Therefore, the legislature intends to complement existing compre-
hensive tax incentives for the semiconductor cluster to address activities of
the advanced semiconductor materials product industry and its suppliers and
customers. Tax incentives for the semiconductor cluster are important in
both retention and expansion of existing businesses and attraction of new
businesses, all of which will strengthen this cluster. The legislature also rec-
ognizes that the semiconductor industry involves major investment that
results in significant construction projects, which will create jobs and bring
many indirect benefits to the state during the construction phase." [2006 ¢ 84

§1.]

82.04.250 Tax on retailers. (1) Upon every person
engaging within this state in the business of making sales at
retail, except persons taxable as retailers under other provi-
sions of this chapter, as to such persons, the amount of tax
with respect to such business is equal to the gross proceeds of
sales of the business, multiplied by the rate of 0.471 percent.

(2) Upon every person engaging within this state in the
business of making sales at retail that are exempt from the tax
imposed under chapter 82.08 RCW by reason of RCW
82.08.0261, 82.08.0262, or 82.08.0263, except persons tax-
able under RCW 82.04.260(11) or subsection (3) of this sec-
tion, as to such persons, the amount of tax with respect to
such business is equal to the gross proceeds of sales of the
business, multiplied by the rate of 0.484 percent.

(3)(a) Until July 1, 2040, upon every person classified by
the federal aviation administration as a federal aviation regu-
lation part 145 certificated repair station and that is engaging
within this state in the business of making sales at retail that
are exempt from the tax imposed under chapter 82.08 RCW
by reason of RCW 82.08.0261, 82.08.0262, or 82.08.0263, as
to such persons, the amount of tax with respect to such busi-
ness is equal to the gross proceeds of sales of the business,
multiplied by the rate of .2904 percent.
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(b) A person reporting under the tax rate provided in this
subsection (3) must file a complete annual report with the
department under RCW 82.32.534. [2014 ¢ 97 § 402; (2014
¢ 97 § 401 expired July 9, 2014); 2013 3rd sp.s. ¢ 2 § 7; 2010
Ist sp.s. ¢ 23 § 509; (2010 1st sp.s. ¢ 23 § 508 expired July 1,
2011); (2010 Ist sp.s. ¢ 23 § 507 expired July 13,2010); 2010
Ist sp.s. ¢ 11 § 1; (2010 ¢ 114 § 106 expired July 1, 2011);
2008 ¢ 81 § 5; (2007 ¢ 54 § 5 repealed by 2010 1st sp.s. ¢ 11
§ 7); 2006 ¢ 177 § 5; 2003 2nd sp.s. ¢ 1 § 2; (2003 1st sp.s. ¢
2 § 1 expired July 1, 2006). Prior: 1998 ¢ 343 § 5; 1998 ¢ 312
§4;1993 sp.s. ¢ 25§ 103; 1981 ¢ 172 § 2; 1971 ex.s. ¢ 281 §
4; 1971 ex.s. ¢ 186 § 2; 1969 ex.s. ¢ 262 § 35; 1967 ex.s. c
149 § 9; 1961 c 15 § 82.04.250; prior: 1955 ¢ 389 § 45; prior:
1950 ex.s. ¢ 5 § 1, part; 1949 ¢ 228 § 1, part; 1943 c 156 § 1,
part; 1941 ¢ 178 § 1, part; 1939 ¢ 225 § 1, part; 1937 ¢ 227 §
1, part; 1935 ¢ 180 § 4, part; Rem. Supp. 1949 § 8370-4,
part.]

Contingent expiration date—2014 ¢ 97 §§ 401 and 403: "Sections

401 and 403 of this act expire on the date that sections 402 and 404 of this act
take effect." [2014 ¢ 97 § 605.]

Contingent effective date—2013 3rd sp.s. ¢ 2: See RCW 82.32.850.

Findings—Intent—2013 3rd sp.s. ¢ 2: See note following RCW
82.32.850.

Effective date—2010 1st sp.s. ¢ 23 § 509: "Section 509 of this act takes
effect July 1, 2011." [2010 1st sp.s. ¢ 23 § 1717.]

Effective date—2010 1st sp.s. ¢ 23 § 508: "Section 508 of this act takes
effect July 13, 2010." [2010 1st sp.s. ¢ 23 § 1715.]

Expiration date—2010 1st sp.s. ¢ 23 § 508: "Section 508 of this act
expires July 1,2011." [2010 1st sp.s. ¢ 23 § 1716.]

Expiration date—2010 1st sp.s. ¢ 23 § 507: "Section 507 of this act
expires July 13, 2010." [2010 st sp.s. ¢ 23 § 1714.]

Findings—Intent—2010 1st sp.s. ¢ 23: See notes following RCW
82.04.220.

Effective date—2010 1st sp.s. ¢ 23: See note following RCW
82.04.4292.

Expiration date—2010 ¢ 114 § 106: "Section 106 of this act expires
July 1,2011." [2010 ¢ 114 § 204.]

Application—Finding—Intent—2010 ¢ 114: See notes following
RCW 82.32.585.

Expiration date—2008 ¢ 81 § 5: "Section 5 of this act expires July 1,
2011." [2008 ¢ 81 § 19.] This expiration date was repealed by 2010 1st sp.s.
cll§7.

Findings—Savings—Effective date—2008 ¢ 81: See notes following
RCW 82.08.975.

Effective date—2007 ¢ 54 § 5: "Section 5 of this act takes effect July 1,
2011." [2007 ¢ 54 § 30.] This effective date was repealed by 2010 1st sp.s.
cl1§7.

Severability—2007 ¢ 54: See note following RCW 82.04.050.

Expiration date—2006 ¢ 177 § 5: "Section 5 of this act expires July 1,
2011." [2006 ¢ 177 § 14.] This expiration date was repealed by 2010 1st sp.s.
cll§7.

Effective date—2006 ¢ 177 §§ 1-9: "Sections 1 through 9 of this act
take effect July 1, 2006." [2006 ¢ 177 § 12.]

Finding—2003 2nd sp.s. ¢ 1: See note following RCW 82.04.4461.

Additional notes found at www.leg.wa.gov

82.04.255 Tax on real estate brokers. (1) Upon every
person engaging within the state in the business of providing
real estate brokerage services; as to such persons, the amount
of the tax with respect to such business is equal to the gross
income of the business, multiplied by the rate of 1.5 percent.

(2) The measure of the tax on real estate commissions
earned by the real estate firm is the gross commission earned
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by the particular real estate firm including that portion of the
commission paid to brokers, including designated and man-
aging brokers, in the same firm on a particular transaction.
However, when a real estate commission on a particular
transaction is divided among real estate firms at the closing of
the transaction, including a firm located out of state, each
firm must pay the tax only upon its respective shares of said
commission. Moreover, when the real estate firm has paid the
tax as provided herein, brokers, including designated and
managing brokers, within the same real estate firm may not
be required to pay a similar tax upon the same transaction. If
any firm located out of state receives a share of commission
on a particular transaction, that company or broker must pay
the tax based on the requirements of this section and RCW
82.04.067.

(3) For the purposes of this section, "broker," "desig-
nated broker," "managing broker," and "real estate firm" have
the same meaning as provided in RCW 18.85.011. [2011 ¢
322 §2;1997¢7§1;199 c 1§ 1; 1993 sp.s. ¢ 25 § 202;
1985¢32§2;19832ndex.s.c3§1;1983¢c9§ 1;1970 ex.s.
c65§3]

Intent—2011 ¢ 322: "The legislature intends to clarify existing law that
the basis for determining the business and occupation tax for real estate firms
is the commission amount received by each real estate firm involved in a real
estate transaction. In clarifying existing law, the legislature intends to pre-

serve the historic method of calculating business and occupation tax for real
estate firms." [2011 ¢ 322 § 1.]

Reviser's note: (1) "Sections 42 through 50 and 52" consist of the 1983
2nd ex.s. ¢ 3 amendments to RCW 82.49.010, 88.02.020, 88.02.030,
88.02.050, and 88.02.110 and the enactment of RCW 43.51.400, 82.49.020,
82.49.070, 88.02.070, and 88.02.080. "Section 53" consists of the enactment
of a new section which appears as a footnote to RCW 88.02.020, and "sec-
tions 65 and 66" consist of the enactment of new sections which appear as
footnotes to RCW 82.04.255 above.

(2) "Sections 1 through 4" consist of the 1983 2nd ex.s. ¢ 3 §§ 1-4
amendments to RCW 82.04.255, 82.04.290, 82.04.2904, and 82.04.2901,
respectively.

(3) "Sections 21, 22, and 51" consist of the 1983 2nd ex.s. ¢ 3 amend-
ments to RCW 82.48.010, 82.48.030, and 84.36.080, respectively.

(4) "Section 63" consists of the 1983 2nd ex.s. ¢ 3 amendment to RCW
82.32.045.

(5) "Sections 61 and 62" consist of the 1983 2nd ex.s. ¢ 3 §§ 61 and 62
amendments to RCW 82.04.2901 and 82.08.020, respectively. For the effec-
tive date of sections 61 and 62, see Bond v. Burrows, 103 Wn.2d 153 (1984).

Additional notes found at www.leg.wa.gov

82.04.257 Tax on digital products and services. (1)
Except as provided in subsection (2) of this section, upon
every person engaging within this state in the business of
making sales at retail or wholesale of digital goods, digital
codes, digital automated services, or services described in
*RCW 82.04.050 (2)(g) or (6)(b), as to such persons, the
amount of tax with respect to such business is equal to the
gross proceeds of sales of the business, multiplied by the rate
of 0.471 percent in the case of retail sales and by the rate of
0.484 percent in the case of wholesale sales.

(2) Persons providing subscription television services or
subscription radio services are subject to tax under RCW
82.04.290(2) on the gross income of the business received
from providing such services.

(3) For purposes of this section, a person is considered to
be engaging within this state in the business of making sales
of digital goods, digital codes, digital automated services, or
services described in *RCW 82.04.050 (2)(g) or (6)(b), if the
person makes sales of digital goods, digital codes, digital
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automated services, or services described in *RCW
82.04.050 (2)(g) or (6)(b) and the sales are sourced to this
state under RCW 82.32.730 for sales tax purposes or would
have been sourced to this state under RCW 82.32.730 if the
sale had been taxable under chapter 82.08 RCW.

(4) A person subject to tax under this section is subject to
the mandatory electronic filing and payment requirements in
RCW 82.32.080. [2010c 111 § 301; 2009 ¢ 535 § 401.]

*Reviser's note: RCW 82.04.050 was amended by 2015 3rd sp.s. ¢ 6 §
1104, changing subsection (6)(b) to subsection (6)(c).

Purpose—Retroactive application—Effective date—2010 ¢ 111: See
notes following RCW 82.04.050.

Intent—Construction—2009 ¢ 535: See notes following RCW
82.04.192.

82.04.258 Digital products—Apportionable income.
(1)(a) Any person subject to tax under RCW 82.04.257
engaging both within and outside this state in the business of
making sales at retail or wholesale of digital goods, digital
codes, digital automated services, or services described in
*RCW 82.04.050 (2)(g) or (6)(b), must apportion to this state
that portion of apportionable income derived from activity
performed within this state as provided in subsection (2) of
this section.

(b) For purposes of this subsection, a person is consid-
ered to be engaging outside this state in the business of mak-
ing sales of digital goods, digital codes, digital automated
services, or services described in *RCW 82.04.050 (2)(g) or
(6)(b) if the person makes any sales of digital goods, digital
codes, digital automated services, or services described in
*RCW 82.04.050 (2)(g) or (6)(b) that are sourced to a juris-
diction other than Washington under RCW 82.32.730 for
sales tax purposes or would have been sourced to a jurisdic-
tion other than Washington under RCW 82.32.730 if the sale
had been a retail sale.

(2) Apportionable income must be apportioned to Wash-
ington by multiplying the apportionable income by the sales
factor.

(3)(a) The sales factor is a fraction, the numerator of
which is the total receipts of the taxpayer from making sales
of digital goods, digital codes, digital automated services, and
services described in *RCW 82.04.050 (2)(g) or (6)(b) in this
state during the tax period, and the denominator of which is
the total receipts of the taxpayer derived from such activity
everywhere during the tax period.

(b) For purposes of computing the sales factor, sales are
considered in this state if the sale was sourced to this state
under RCW 82.32.730 for sales tax purposes or would have
been sourced to this state under RCW 82.32.730 if the sale
had been taxable under chapter 8§2.08 RCW.

(4) For purposes of this section, "apportionable income"
means the gross income of the business taxable under RCW
82.04.257, including income received from activities outside
this state if the income would be taxable under RCW
82.04.257 ifreceived from activities in this state. [2009 ¢ 535
§ 402.]

*Reviser's note: RCW 82.04.050 was amended by 2015 3rd sp.s. ¢ 6 §
1104, changing subsection (6)(b) to subsection (6)(c).

Intent—Construction—2009 ¢ 535: See notes following RCW
82.04.192.
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82.04.260 Tax on manufacturers and processors of
various foods and by-products—Research and develop-
ment organizations—Travel agents—Certain interna-
tional activities—Stevedoring and associated activities—
Low-level waste disposers—Insurance producers, surplus
line brokers, and title insurance agents—Hospitals—
Commercial airplane activities—Timber product activi-
ties—Canned salmon processors. (1) Upon every person
engaging within this state in the business of manufacturing:

(a) Wheat into flour, barley into pearl barley, soybeans
into soybean oil, canola into canola oil, canola meal, or
canola by-products, or sunflower seeds into sunflower oil; as
to such persons the amount of tax with respect to such busi-
ness is equal to the value of the flour, pearl barley, oil, canola
meal, or canola by-product manufactured, multiplied by the
rate of 0.138 percent;

(b) Beginning July 1, 2025, seafood products that remain
in a raw, raw frozen, or raw salted state at the completion of
the manufacturing by that person; or selling manufactured
seafood products that remain in a raw, raw frozen, or raw
salted state at the completion of the manufacturing, to pur-
chasers who transport in the ordinary course of business the
goods out of this state; as to such persons the amount of tax
with respect to such business is equal to the value of the prod-
ucts manufactured or the gross proceeds derived from such
sales, multiplied by the rate of 0.138 percent. Sellers must
keep and preserve records for the period required by RCW
82.32.070 establishing that the goods were transported by the
purchaser in the ordinary course of business out of this state;

(c)(i) Beginning July 1, 2025, dairy products; or selling
dairy products that the person has manufactured to purchas-
ers who either transport in the ordinary course of business the
goods out of state or purchasers who use such dairy products
as an ingredient or component in the manufacturing of a dairy
product; as to such persons the tax imposed is equal to the
value of the products manufactured or the gross proceeds
derived from such sales multiplied by the rate of 0.138 per-
cent. Sellers must keep and preserve records for the period
required by RCW 82.32.070 establishing that the goods were
transported by the purchaser in the ordinary course of busi-
ness out of this state or sold to a manufacturer for use as an
ingredient or component in the manufacturing of a dairy
product.

(i1) For the purposes of this subsection (1)(c), "dairy
products" means:

(A) Products, not including any marijuana-infused prod-
uct, that as of September 20, 2001, are identified in 21 C.F.R.,
chapter 1, parts 131, 133, and 135, including by-products
from the manufacturing of the dairy products, such as whey
and casein; and

(B) Products comprised of not less than seventy percent
dairy products that qualify under (c)(ii)(A) of this subsection,
measured by weight or volume.

(iii) The preferential tax rate provided to taxpayers under
this subsection (1)(c) does not apply to sales of dairy products
on or after July 1, 2023, where a dairy product is used by the
purchaser as an ingredient or component in the manufactur-
ing in Washington of a dairy product;

(d)(1) Beginning July 1, 2025, fruits or vegetables by
canning, preserving, freezing, processing, or dehydrating
fresh fruits or vegetables, or selling at wholesale fruits or
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vegetables manufactured by the seller by canning, preserv-
ing, freezing, processing, or dehydrating fresh fruits or vege-
tables and sold to purchasers who transport in the ordinary
course of business the goods out of this state; as to such per-
sons the amount of tax with respect to such business is equal
to the value of the products manufactured or the gross pro-
ceeds derived from such sales multiplied by the rate of 0.138
percent. Sellers must keep and preserve records for the period
required by RCW 82.32.070 establishing that the goods were
transported by the purchaser in the ordinary course of busi-
ness out of this state.

(i1) For purposes of this subsection (1)(d), "fruits" and
"vegetables" do not include marijuana, useable marijuana, or
marijuana-infused products;

(e) Until July 1, 2009, alcohol fuel, biodiesel fuel, or bio-
diesel feedstock, as those terms are defined in RCW
82.29A.135; as to such persons the amount of tax with
respect to the business is equal to the value of alcohol fuel,
biodiesel fuel, or biodiesel feedstock manufactured, multi-
plied by the rate of 0.138 percent; and

(f) Wood biomass fuel as defined in RCW 82.29A.135;
as to such persons the amount of tax with respect to the busi-
ness is equal to the value of wood biomass fuel manufac-
tured, multiplied by the rate of 0.138 percent.

(2) Upon every person engaging within this state in the
business of splitting or processing dried peas; as to such per-
sons the amount of tax with respect to such business is equal
to the value of the peas split or processed, multiplied by the
rate of 0.138 percent.

(3) Upon every nonprofit corporation and nonprofit
association engaging within this state in research and devel-
opment, as to such corporations and associations, the amount
of tax with respect to such activities is equal to the gross
income derived from such activities multiplied by the rate of
0.484 percent.

(4) Upon every person engaging within this state in the
business of slaughtering, breaking and/or processing perish-
able meat products and/or selling the same at wholesale only
and not at retail; as to such persons the tax imposed is equal
to the gross proceeds derived from such sales multiplied by
the rate of 0.138 percent.

(5) Upon every person engaging within this state in the
business of acting as a travel agent or tour operator; as to such
persons the amount of the tax with respect to such activities is
equal to the gross income derived from such activities multi-
plied by the rate of 0.275 percent.

(6) Upon every person engaging within this state in busi-
ness as an international steamship agent, international cus-
toms house broker, international freight forwarder, vessel
and/or cargo charter broker in foreign commerce, and/or
international air cargo agent; as to such persons the amount of
the tax with respect to only international activities is equal to
the gross income derived from such activities multiplied by
the rate of 0.275 percent.

(7) Upon every person engaging within this state in the
business of stevedoring and associated activities pertinent to
the movement of goods and commodities in waterborne inter-
state or foreign commerce; as to such persons the amount of
tax with respect to such business is equal to the gross pro-
ceeds derived from such activities multiplied by the rate of
0.275 percent. Persons subject to taxation under this subsec-
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tion are exempt from payment of taxes imposed by chapter
82.16 RCW for that portion of their business subject to taxa-
tion under this subsection. Stevedoring and associated activi-
ties pertinent to the conduct of goods and commodities in
waterborne interstate or foreign commerce are defined as all
activities of a labor, service or transportation nature whereby
cargo may be loaded or unloaded to or from vessels or barges,
passing over, onto or under a wharf, pier, or similar structure;
cargo may be moved to a warchouse or similar holding or
storage yard or area to await further movement in import or
export or may move to a consolidation freight station and be
stuffed, unstuffed, containerized, separated or otherwise seg-
regated or aggregated for delivery or loaded on any mode of
transportation for delivery to its consignee. Specific activities
included in this definition are: Wharfage, handling, loading,
unloading, moving of cargo to a convenient place of delivery
to the consignee or a convenient place for further movement
to export mode; documentation services in connection with
the receipt, delivery, checking, care, custody and control of
cargo required in the transfer of cargo; imported automobile
handling prior to delivery to consignee; terminal stevedoring
and incidental vessel services, including but not limited to
plugging and unplugging refrigerator service to containers,
trailers, and other refrigerated cargo receptacles, and securing
ship hatch covers.

(8) Upon every person engaging within this state in the
business of disposing of low-level waste, as defined in RCW
43.145.010; as to such persons the amount of the tax with
respect to such business is equal to the gross income of the
business, excluding any fees imposed under chapter 43.200
RCW, multiplied by the rate of 3.3 percent.

If the gross income of the taxpayer is attributable to
activities both within and without this state, the gross income
attributable to this state must be determined in accordance
with the methods of apportionment required under RCW
82.04.460.

(9) Upon every person engaging within this state as an
insurance producer or title insurance agent licensed under
chapter 48.17 RCW or a surplus line broker licensed under
chapter 48.15 RCW; as to such persons, the amount of the tax
with respect to such licensed activities is equal to the gross
income of such business multiplied by the rate of 0.484 per-
cent.

(10) Upon every person engaging within this state in
business as a hospital, as defined in chapter 70.41 RCW, that
is operated as a nonprofit corporation or by the state or any of
its political subdivisions, as to such persons, the amount of
tax with respect to such activities is equal to the gross income
of the business multiplied by the rate of 0.75 percent through
June 30, 1995, and 1.5 percent thereafter.

(11)(a) Beginning October 1, 2005, upon every person
engaging within this state in the business of manufacturing
commercial airplanes, or components of such airplanes, or
making sales, at retail or wholesale, of commercial airplanes
or components of such airplanes, manufactured by the seller,
as to such persons the amount of tax with respect to such
business is, in the case of manufacturers, equal to the value of
the product manufactured and the gross proceeds of sales of
the product manufactured, or in the case of processors for
hire, equal to the gross income of the business, multiplied by
the rate of:

(2016 Ed.)

82.04.260

(1) 0.4235 percent from October 1, 2005, through June
30, 2007; and

(i1) 0.2904 percent beginning July 1, 2007.

(b) Beginning July 1, 2008, upon every person who is
not eligible to report under the provisions of (a) of this sub-
section (11) and is engaging within this state in the business
of manufacturing tooling specifically designed for use in
manufacturing commercial airplanes or components of such
airplanes, or making sales, at retail or wholesale, of such tool-
ing manufactured by the seller, as to such persons the amount
of tax with respect to such business is, in the case of manufac-
turers, equal to the value of the product manufactured and the
gross proceeds of sales of the product manufactured, or in the
case of processors for hire, be equal to the gross income of
the business, multiplied by the rate of 0.2904 percent.

(c) For the purposes of this subsection (11), "commercial
airplane” and "component" have the same meanings as pro-
vided in RCW 82.32.550.

(d) In addition to all other requirements under this title, a
person reporting under the tax rate provided in this subsec-
tion (11) must file a complete annual report with the depart-
ment under RCW 82.32.534.

(e)(i) Except as provided in (e)(ii) of this subsection (11),
this subsection (11) does not apply on and after July 1, 2040.

(i1) With respect to the manufacturing of commercial air-
planes or making sales, at retail or wholesale, of commercial
airplanes, this subsection (11) does not apply on and after
July 1st of the year in which the department makes a determi-
nation that any final assembly or wing assembly of any ver-
sion or variant of a commercial airplane that is the basis of a
siting of a significant commercial airplane manufacturing
program in the state under RCW 82.32.850 has been sited
outside the state of Washington. This subsection (11)(e)(ii)
only applies to the manufacturing or sale of commercial air-
planes that are the basis of a siting of a significant commer-
cial airplane manufacturing program in the state under RCW
82.32.850.

(12)(a) Until July 1, 2024, upon every person engaging
within this state in the business of extracting timber or
extracting for hire timber; as to such persons the amount of
tax with respect to the business is, in the case of extractors,
equal to the value of products, including by-products,
extracted, or in the case of extractors for hire, equal to the
gross income of the business, multiplied by the rate of 0.4235
percent from July 1, 2006, through June 30, 2007, and 0.2904
percent from July 1, 2007, through June 30, 2024.

(b) Until July 1, 2024, upon every person engaging
within this state in the business of manufacturing or process-
ing for hire: (i) Timber into timber products or wood prod-
ucts; or (ii) timber products into other timber products or
wood products; as to such persons the amount of the tax with
respect to the business is, in the case of manufacturers, equal
to the value of products, including by-products, manufac-
tured, or in the case of processors for hire, equal to the gross
income of the business, multiplied by the rate of 0.4235 per-
cent from July 1, 2006, through June 30, 2007, and 0.2904
percent from July 1, 2007, through June 30, 2024.

(c) Until July 1, 2024, upon every person engaging
within this state in the business of selling at wholesale: (i)
Timber extracted by that person; (ii) timber products manu-
factured by that person from timber or other timber products;
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or (iii) wood products manufactured by that person from tim-
ber or timber products; as to such persons the amount of the
tax with respect to the business is equal to the gross proceeds
of sales of the timber, timber products, or wood products
multiplied by the rate of 0.4235 percent from July 1, 2006,
through June 30, 2007, and 0.2904 percent from July 1, 2007,
through June 30, 2024.

(d) Until July 1, 2024, upon every person engaging
within this state in the business of selling standing timber; as
to such persons the amount of the tax with respect to the busi-
ness is equal to the gross income of the business multiplied
by the rate of 0.2904 percent. For purposes of this subsection
(12)(d), "selling standing timber" means the sale of timber
apart from the land, where the buyer is required to sever the
timber within thirty months from the date of the original con-
tract, regardless of the method of payment for the timber and
whether title to the timber transfers before, upon, or after sev-
erance.

(e) For purposes of this subsection, the following defini-
tions apply:

(i) "Biocomposite surface products" means surface
material products containing, by weight or volume, more
than fifty percent recycled paper and that also use nonpetro-
leum-based phenolic resin as a bonding agent.

(i1) "Paper and paper products" means products made of
interwoven cellulosic fibers held together largely by hydro-
gen bonding. "Paper and paper products" includes newsprint;
office, printing, fine, and pressure-sensitive papers; paper
napkins, towels, and toilet tissue; kraft bag, construction, and
other kraft industrial papers; paperboard, liquid packaging
containers, containerboard, corrugated, and solid-fiber con-
tainers including linerboard and corrugated medium; and
related types of cellulosic products containing primarily, by
weight or volume, cellulosic materials. "Paper and paper
products" does not include books, newspapers, magazines,
periodicals, and other printed publications, advertising mate-
rials, calendars, and similar types of printed materials.

(iii) "Recycled paper" means paper and paper products
having fifty percent or more of their fiber content that comes
from postconsumer waste. For purposes of this subsection
(12)(e)(iii), "postconsumer waste" means a finished material
that would normally be disposed of as solid waste, having
completed its life cycle as a consumer item.

(iv) "Timber" means forest trees, standing or down, on
privately or publicly owned land. "Timber" does not include
Christmas trees that are cultivated by agricultural methods or
short-rotation hardwoods as defined in RCW 84.33.035.

(v) "Timber products" means:

(A) Logs, wood chips, sawdust, wood waste, and similar
products obtained wholly from the processing of timber,
short-rotation hardwoods as defined in RCW 84.33.035, or
both;

(B) Pulp, including market pulp and pulp derived from
recovered paper or paper products; and

(C) Recycled paper, but only when used in the manufac-
ture of biocomposite surface products.

(vi) "Wood products" means paper and paper products;
dimensional lumber; engineered wood products such as par-
ticleboard, oriented strand board, medium density fiberboard,
and plywood; wood doors; wood windows; and biocomposite
surface products.
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(f) Except for small harvesters as defined in RCW
84.33.035, a person reporting under the tax rate provided in
this subsection (12) must file a complete annual survey with
the department under RCW 82.32.585.

(13) Upon every person engaging within this state in
inspecting, testing, labeling, and storing canned salmon
owned by another person, as to such persons, the amount of
tax with respect to such activities is equal to the gross income
derived from such activities multiplied by the rate of 0.484
percent.

(14)(a) Upon every person engaging within this state in
the business of printing a newspaper, publishing a newspa-
per, or both, the amount of tax on such business is equal to the
gross income of the business multiplied by the rate of 0.35
percent until July 1, 2024, and 0.484 percent thereafter.

(b) A person reporting under the tax rate provided in this
subsection (14) must file a complete annual report with the
department under RCW 82.32.534. [2015 3rd sp.s. c 6 § 602;
2015 3rd sp.s. ¢ 6 § 205. Prior: 2014 ¢ 140 § 6; (2014 ¢ 140 §
5 expired July 1, 2015); 2014 ¢ 140 § 4; (2014 ¢c 140 § 3
expired July 1, 2015); 2013 3rd sp.s. ¢ 2 § 6; (2013 3rd sp.s.
¢ 2§ 5expired July 1,2015); 2013 2nd sp.s. ¢ 13 § 203; (2013
2nd sp.s. ¢ 13 § 202 expired July 1, 2015); prior: (2012 2nd
sp.s. ¢ 6 § 602 expired July 1, 2015); 2012 2nd sp.s. ¢ 6 § 204;
2011 ¢ 2 § 203 (Initiative Measure No. 1107, approved
November 2, 2010); 2010 1st sp.s. ¢ 23 § 506; (2010 1st sp.s.
¢ 23 § 505 expired June 10, 2010); 2010 ¢ 114 § 107; prior:
2009 c 479 § 64; 2009 c 461 § 1;2009 c 162 § 34; prior: 2008
296 § 1;2008 ¢ 217 § 100; 2008 ¢ 81 § 4; prior: 2007 ¢ 54
§ 6; 2007 ¢ 48 § 2; prior: 2006 ¢ 354 § 4; 2006 ¢ 300 § 1;
prior: 2005 ¢ 513 § 2; 2005 ¢ 443 § 4; prior: 2003 2nd sp.s. ¢
1 § 4;2003 2nd sp.s. ¢ 1 § 3; 2003 ¢ 339 § 11; 2003 ¢ 261 §
11; 2001 2nd sp.s. ¢ 25 § 2; prior: 1998 ¢ 312 § 5; 1998 ¢ 311
§ 2; prior: 1998 ¢ 170 § 4; 1996 ¢ 148 § 2; 1996 ¢ 115 § 1;
prior: 1995 2nd sp.s. ¢ 12 § 1; 1995 2nd sp.s. ¢ 6 § 1; 1993
sp.s. ¢ 25 § 104; 1993 ¢ 492 § 304; 1991 ¢ 272 § 15; 1990 ¢
21§2;1987 ¢ 139 § 1; prior: 1985 ¢c 471 § 1; 1985 ¢ 135 § 2;
1983 2nd ex.s. ¢ 3 § 5; prior: 1983 1st ex.s. ¢ 66 § 4; 1983 Ist
ex.s. ¢ 55§ 4; 1982 2nd ex.s. ¢ 13 § 1; 1982 ¢ 10 § 16; prior:
1981c¢ 178§ 1; 1981 ¢ 172 § 3; 1979 ex.s. ¢ 196 § 2; 1975 1st
ex.s. ¢ 291 § 7; 1971 ex.s. ¢ 281 § 5; 1971 ex.s. ¢ 186 § 3;
1969 ex.s. ¢ 262 § 36; 1967 ex.s. ¢ 149 § 10; 1965 ex.s. ¢ 173
§ 6; 1961 c 15 § 82.04.260; prior: 1959 ¢ 211 § 2; 1955 ¢ 389
§ 46; prior: 1953 ¢ 91 § 4; 1951 2nd ex.s. ¢ 28 § 4; 1950 ex.s.
c5§ 1, part; 1949 ¢ 228 § 1, part; 1943 ¢ 156 § 1, part; 1941
¢ 178 § 1, part; 1939 ¢ 225 § 1, part; 1937 ¢ 227 § 1, part;
1935 ¢ 180 § 4, part; Rem. Supp. 1949 § 8370-4, part.]

Reviser's note: This section was amended by 2015 3rd sp.s. ¢ 6 § 205
and by 2015 3rd sp.s. ¢ 6 § 602, each without reference to the other. Both

amendments are incorporated in the publication of this section under RCW
1.12.025(2). For rule of construction, see RCW 1.12.025(1).

Expiration date—2015 3rd sp.s. ¢ 6; 2012 2nd sp.s. ¢ 6 § 602: "Sec-
tion 602 of this act expires July 1,2015." [2015 3rd sp.s. ¢ 6 § 603; 2012 2nd
sp.s.c 6 § 704.]

Findings—Intent—Tax preference performance statement—2015
3rd sp.s. ¢ 6 § 602: "(1) The legislature finds that over the last fifteen years,
technological transformation and other developments have radically
changed the newspaper industry business model, which remains in transi-
tion. The legislature further finds that the economic hardship wrought by this
digital transformation has been substantial. The legislature finds that a strong
and vibrant newspaper industry in Washington is beneficial to the state's cit-
izens and to the conduct of good government at every level. The legislature
further finds that advertising revenue of all United States newspapers fell
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from 63.5 billion dollars in 2000 to about twenty-three billion dollars in
2013, and is still falling. The legislature further finds that traditional news
organizations' ability to support high quality news gathering and reporting
relied primarily on a model in which advertisers paid to reach mass audi-
ences attracted by newspapers. The legislature further finds that advertisers
found it advantageous to pay to reach a mass audience because other adver-
tising mediums were limited and less effective. The digital era has greatly
fractured traditional spending by advertisers and turned this model on its
head such that newspapers continue to require time to adapt so they may con-
tinue their public service mission. The legislature also finds that the business
and occupation tax rate for the newspaper industry was pegged to the general
manufacturing and wholesaling rate from 1937 until 2009, when the legisla-
ture extended tax relief to the industry due to this shift. It is the legislature's
intent to extend this tax relief to the industry until its revenues and business
model have stabilized. It is the legislature's further intent to provide a uni-
form tax rate for the industry to minimize the burden of reporting state busi-
ness and occupation taxes for different types of revenue, which often times
are impossible to account for separately by the taxpayer.

(2)(a) This subsection is the tax preference performance statement for
the newspaper tax preferences in section 602 of this act. The performance
statement is only intended to be used for subsequent evaluation of the tax
preference. It is not intended to create a private right of action by any party
or be used to determine eligibility for preferential tax treatment.

(b) The legislature categorizes this tax preference as one intended to
provide temporary tax relief as described in RCW 82.32.808(2)(e).

(c) It is the legislature's specific public policy objective to provide busi-
ness and occupation tax relief to the newspaper industry as it continues to
adjust to significant revenue shifts and technological changes. As a second-
ary public policy objective, it is the legislature's intent to provide a perma-
nent uniform rate for the industry.

(d) To measure the effectiveness of the preference provided in this act in
achieving the specific public policy objective described in (c) of this subsec-
tion, the joint legislative audit and review committee must evaluate year-to-
year changes in gross revenue derived from all sources for newspaper firms
claiming the preferential tax rate under RCW 82.04.260(14). If the average
year-to-year change in gross revenue is positive, including the last three
years included in the tax preference review by the joint legislative audit and
review committee, it is the legislature's intent to allow the tax preference to
expire and to reinstate the traditional rate of 0.484 percent.

(e)(i) The information provided in the annual tax preference account-
ability report submitted by taxpayers as required by the department of reve-
nue and taxpayer data provided by the department of revenue is intended to
provide the informational basis for the evaluation under (d) of this subsec-
tion.

(ii) In addition to the data source described under (e)(i) of this subsec-
tion, the joint legislative audit and review committee may use any other data
it deems necessary in performing the evaluation under (d) of this subsec-
tion." [2015 3rd sp.s. ¢ 6 § 601.]

Effective dates—2015 3rd sp.s. ¢ 6: See note following RCW
82.04.4266.

Tax preference performance statement—2015 3rd sp.s. ¢ 6 §§ 202-
205: See note following RCW 82.04.4266.

Contingent effective date—2014 ¢ 140 § 6: "Section 6 of this act takes
effect July 1, 2015, subject to the contingency stated in section 2, chapter 2,
Laws of 2013 3rd sp. sess." [2014 ¢ 140 § 39.]

Contingent expiration date—2014 ¢ 140 § 5: "Section 5 of this act
expires July 1, 2015, subject to the contingency stated in section 2, chapter 2,
Laws of 2013 3rd sp. sess." [2014 ¢ 140 § 38.]

Effective date—2014 ¢ 140 § 4: "Section 4 of this act takes effect July
1,2015." [2014 ¢ 140 § 37.]

Expiration date—2014 ¢ 140 § 3: "Section 3 of this act expires July 1,
2015." [2014 ¢ 140 § 36.]

Effective date—2013 3rd sp.s. ¢ 2 § 6: "Subject to section 2 of this act,
section 6 of this act takes effect July 1, 2015." [2013 3rd sp.s.c 2 § 16.]

Expiration date—2013 3rd sp.s. ¢ 2 § 5: "Subject to section 2 of this
act, section 5 of this act expires July 1,2015." [2013 3rd sp.s.c 2 § 15.]

Contingent effective date—2013 3rd sp.s. ¢ 2: See RCW 82.32.850.

Findings—Intent—2013 3rd sp.s. ¢ 2: See note following RCW
82.32.850.

Effective date—2013 2nd sp.s. ¢ 13 § 203: "Section 203 of this act
takes effect July 1,2015." [2013 2nd sp.s. ¢ 13 § 1902.]
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Expiration date—2013 2nd sp.s. ¢ 13 § 202: "Section 202 of this act
expires July 1, 2015." [2013 2nd sp.s. ¢ 13 § 1901.]

Intent—2013 2nd sp.s. ¢ 13: "The intent of part II of this act is to incen-
tivize the creation of additional jobs in Washington in the dairy industry and
related industries that manufacture dairy-based products. More specifically,
it is the intent of part II of this act to encourage infant formula producers to
locate new facilities in Washington or expand existing facilities in Washing-
ton through an extension of a preferential business and occupation tax rate
for dairy producers. It is the further intent of the legislature to provide this tax
incentive in a fiscally responsible manner where the actual revenue impact of
the legislation substantially conforms with the fiscal estimate provided in the
legislation's fiscal note." [2013 2nd sp.s. ¢ 13 § 201.]

Effective date—2013 2nd sp.s. ¢ 13: See note following RCW
82.04.43393.

Existing rights, liabilities, or obligations—Effective dates—Contin-
gent effective dates—2012 2nd sp.s. ¢ 6: See notes following RCW
82.04.29005.

Findings—Construction—2011 ¢ 2 (Initiative Measure No. 1107):
See notes following RCW 82.08.0293.

Expiration date—2010 1st sp.s. ¢ 23 §§ 503, 505, and 514: See note
following RCW 82.04.4266.

Effective date—2010 1st sp.s. ¢ 23 §§ 504, 506, and 515: See note fol-
lowing RCW 82.04.4266.

Findings—Intent—2010 1st sp.s. ¢ 23: See notes following RCW
82.04.220.

Effective date—2010 1st sp.s. ¢ 23: See note following RCW
82.04.4292.

Application—Finding—Intent—2010 ¢ 114: See notes following
RCW 82.32.585.

Effective date—2009 ¢ 479: See note following RCW 2.56.030.

Effective date—Contingent effective date—2009 ¢ 461: See note fol-
lowing RCW 82.04.280.

Effective date—2009 ¢ 162: See note following RCW 48.03.020.

Retroactive application—2008 ¢ 296: "Section 1 of this act applies ret-
roactively to July 1, 2007, as well as prospectively." [2008 ¢ 296 § 2.]

Severability—Effective date—2008 ¢ 217: See notes following RCW
48.03.020.

Findings—Savings—Effective date—2008 ¢ 81: See notes following
RCW 82.08.975.

Severability—2007 ¢ 54: See note following RCW 82.04.050.

Effective date—2007 ¢ 48: "This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the state gov-
ernment and its existing public institutions, and takes effect July 1, 2007."
[2007 c 48 §9.]

Effective dates—2006 ¢ 354: See note following RCW 82.04.4268.

Effective dates—Contingent effective date—2006 ¢ 300: See note
following RCW 82.04.261.

Finding—Intent—Effective date—2005 ¢ 443: See notes following
RCW 82.08.0255.

Finding—2003 2nd sp.s. ¢ 1: See note following RCW 82.04.4461.

Purpose—Intent—2001 2nd sp.s. ¢ 25: "The purpose of sections 2 and
3 of this act is to provide a tax rate for persons who manufacture dairy prod-
ucts that is commensurate to the rate imposed on certain other processors of
agricultural commodities. This tax rate applies to persons who manufacture
dairy products from raw materials such as fluid milk, dehydrated milk, or by-
products of milk such as cream, buttermilk, whey, butter, or casein. It is not
the intent of the legislature to provide this tax rate to persons who use dairy
products as an ingredient or component of their manufactured product, such
as milk-based soups or pizza. It is the intent that persons who manufacture
products such as milk, cheese, yogurt, ice cream, whey, or whey products be
subject to this rate." [2001 2nd sp.s. ¢ 25 § 1.]

Findings—Intent—1993 ¢ 492: See notes following RCW 43.20.050.

Additional notes found at www.leg.wa.gov

82.04.261 Surcharge on timber and wood product
manufacturers, extractors, and wholesalers. (Expires July
1, 2024.) (1) In addition to the taxes imposed under *RCW
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82.04.260(11), a surcharge is imposed on those persons who
are subject to any of the taxes imposed under *RCW
82.04.260(11). Except as otherwise provided in this section,
the surcharge is equal to 0.052 percent. The surcharge is
added to the rates provided in *RCW 82.04.260(11) (a), (b),
(c), and (d). The surcharge and this section expire July 1,
2024.

(2) All receipts from the surcharge imposed under this
section must be deposited into the forest and fish support
account created in RCW 76.09.405.

(3)(a) The surcharge imposed under this section is sus-
pended if:

(1) Receipts from the surcharge total at least eight million
dollars during any fiscal biennium; or

(i) The office of financial management certifies to the
department that the federal government has appropriated at
least two million dollars for participation in forest and fish
report-related activities by federally recognized Indian tribes
located within the geographical boundaries of the state of
Washington for any federal fiscal year.

(b)(1) The suspension of the surcharge under (a)(i) of this
subsection (3) takes effect on the first day of the calendar
month that is at least thirty days after the end of the month
during which the department determines that receipts from
the surcharge total at least eight million dollars during the fis-
cal biennium. The surcharge is imposed again at the begin-
ning of the following fiscal biennium.

(i1) The suspension of the surcharge under (a)(ii) of this
subsection (3) takes effect on the later of the first day of Octo-
ber of any federal fiscal year for which the federal govern-
ment appropriates at least two million dollars for participa-
tion in forest and fish report-related activities by federally
recognized Indian tribes located within the geographical
boundaries of the state of Washington, or the first day of a
calendar month that is at least thirty days following the date
that the office of financial management makes a certification
to the department under subsection (5) of this section. The
surcharge is imposed again on the first day of the following
July.

(4)(a) If, by October 1st of any federal fiscal year, the
office of financial management certifies to the department
that the federal government has appropriated funds for partic-
ipation in forest and fish report-related activities by federally
recognized Indian tribes located within the geographical
boundaries of the state of Washington but the amount of the
appropriation is less than two million dollars, the department
must adjust the surcharge in accordance with this subsection.

(b) The department must adjust the surcharge by an
amount that the department estimates will cause the amount
of funds deposited into the forest and fish support account for
the state fiscal year that begins July 1st and that includes the
beginning of the federal fiscal year for which the federal
appropriation is made, to be reduced by twice the amount of
the federal appropriation for participation in forest and fish
report-related activities by federally recognized Indian tribes
located within the geographical boundaries of the state of
Washington.

(¢) Any adjustment in the surcharge takes effect at the
beginning of a calendar month that is at least thirty days after
the date that the office of financial management makes the
certification under subsection (5) of this section.

[Title 82 RCW—page 40]

Title 82 RCW: Excise Taxes

(d) The surcharge is imposed again at the rate provided
in subsection (1) of this section on the first day of the follow-
ing state fiscal year unless the surcharge is suspended under
subsection (3) of this section or adjusted for that fiscal year
under this subsection.

(e) Adjustments of the amount of the surcharge by the
department are final and may not be used to challenge the
validity of the surcharge imposed under this section.

(f) The department must provide timely notice to
affected taxpayers of the suspension of the surcharge or an
adjustment of the surcharge.

(5) The office of financial management must make the
certification to the department as to the status of federal
appropriations for tribal participation in forest and fish
report-related activities. [2010 1st sp.s. ¢ 23 § 510. Prior:
2007 ¢ 54 § 7; 2007 ¢ 48 § 4; 2006 ¢ 300 § 2.]

*Reviser's note: RCW 82.04.260 was amended by 2011 ¢ 2 § 203 (Ini-
tiative Measure No. 1107), changing subsection (11) to subsection (12).

Effective date—2010 1st sp.s. ¢ 23: See note following RCW
82.04.4292.

Findings—Intent—2010 1st sp.s. ¢ 23: See notes following RCW
82.04.220.

Severability—2007 ¢ 54: See note following RCW 82.04.050.

Savings—2007 ¢ 48: "The expiration of RCW 82.04.261 does not affect
any existing right acquired or liability or obligation incurred under that sec-
tion or under any rule or order adopted under that section, nor does it affect
any proceeding instituted under that section." [2007 ¢ 48 § 8.]

Effective date—2007 c¢ 48: See note following RCW 82.04.260.
Effective dates—Contingent effective date—2006 ¢ 300: "(1) Sec-

tions 1, 3, 4 through 6, and 8 through 12 of this act take effect July 1, 2006.
(2) Section 2 of this act takes effect July 1, 2007.

(3) Section 7 of this act takes effect if the contingency in *section 12 of
this act occurs." [2006 ¢ 300 § 13.]

*Reviser's note: See RCW 82.32.790.

82.04.263 Tax on cleaning up radioactive waste and
other by-products of weapons production and nuclear
research and development. (1) Upon every person engag-
ing within this state in the business of cleaning up for the
United States, or its instrumentalities, radioactive waste and
other by-products of weapons production and nuclear
research and development; as to such persons the amount of
the tax with respect to such business shall be equal to the
gross income of the business multiplied by the rate of 0.471
percent.

(2) For the purposes of this chapter, "cleaning up radio-
active waste and other by-products of weapons production
and nuclear research and development" means:

(a) The activities of handling, storing, treating, immobi-
lizing, stabilizing, or disposing of radioactive waste, radioac-
tive tank waste and capsules, nonradioactive hazardous solid
and liquid wastes, or spent nuclear fuel;

(b) Spent nuclear fuel conditioning;

(c) Removal of contamination in soils and groundwater;

(d) Decontamination and decommissioning of facilities;
and

(e) Services supporting the performance of cleanup. For
the purposes of this subsection (2)(e), a service supports the
performance of cleanup if it:

(i) Is within the scope of work under a clean-up contract
with the United States department of energy; or
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(i1) Assists in the accomplishment of a requirement of a
clean-up project undertaken by the United States department
of energy under a subcontract entered into with the prime
contractor or another subcontractor in furtherance of a clean-
up contract between the United States department of energy
and a prime contractor.

(3) A service does not assist in the accomplishment of a
requirement of a clean-up project undertaken by the United
States department of energy if the same services are routinely
provided to businesses not engaged in clean-up activities,
except that the following services are always deemed to con-
tribute to the accomplishment of a requirement of a clean-up
project undertaken by the United States department of
energy:

(a) Information technology and computer support ser-
vices;

(b) Services rendered in respect to infrastructure; and

(c) Security, safety, and health services.

(4) The legislature intends that the examples provided in
this subsection be used as a guideline when determining
whether a service is "routinely provided to businesses not
engaged in clean-up activities" as that phrase is used in sub-
section (3) of this section.

(a) The radioactive waste clean-up classification does
not apply to general accounting services but does apply to
performance audits performed for persons cleaning up radio-
active waste.

(b) The radioactive waste clean-up classification does
not apply to general legal services but does apply to those
legal services that assist in the accomplishment of a require-
ment of a clean-up project undertaken by the United States
department of energy. Thus, legal services provided to con-
test any local, state, or federal tax liability or to defend a com-
pany against a workers' compensation claim arising from a
worksite injury do not qualify for the radioactive waste clean-
up classification. But, legal services related to the resolution
of a contractual dispute between the parties to a clean-up con-
tract between the United States department of energy and a
prime contractor do qualify.

(¢) General office janitorial services do not qualify for
the radioactive waste clean-up classification, but the special-
ized cleaning of equipment exposed to radioactive waste does
qualify. [2009 ¢ 469 § 202; 1996 ¢ 112 § 3.]

Finding—Intent—2009 ¢ 469: "(1) The legislature finds that the clean-
ing up of radioactive waste at the Hanford site is crucial to the environment
in this state. The legislature intends to include services supporting the
cleanup within the radioactive waste clean-up business and occupation tax
classification, but it is not the legislature's intent to extend the radioactive
waste clean-up classification to all business activities conducted at the Han-
ford site or performed for persons engaged in the performance of cleanup.

(2) It is the legislature's intent in enacting this legislation to ensure that
the radioactive waste clean-up business and occupation tax classification
applies to all services contributing to the performance of a clean-up project
at the Hanford site other than services that are routinely provided to any busi-

ness, including businesses that are not engaged in clean-up activities." [2009
c469 § 201.]

Additional notes found at www.leg.wa.gov

82.04.270 Tax on wholesalers. Upon every person
engaging within this state in the business of making sales at
wholesale, except persons taxable as wholesalers under other
provisions of this chapter; as to such persons the amount of
tax with respect to such business shall be equal to the gross
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proceeds of sales of such business multiplied by the rate of
0.484 percent. [2004 ¢ 24 § 5; 2003 2nd sp.s. ¢ 1 § 5; 2001
Istsp.s. ¢ 9 § 3; (2001 1st sp.s. ¢ 9 § 2 expired July 1, 2001);
1999 ¢ 358 § 2. Prior: 1999 ¢ 358 § 1; 1998 ¢ 343 §2; 1998 ¢
329§ 1;1998¢312§6; 1994 ¢ 124 § 2; 1993 sp.s. ¢ 25 § 105;
1981 ¢ 172 § 4; 1971 ex.s. ¢ 281 § 6; 1971 ex.s. c 186 § 4;
1969 ex.s. ¢ 262 § 37; 1967 ex.s. ¢ 149 § 11; 1961 c 15 §
82.04.270; prior: 1959 ex.s. ¢ 5 § 3; 1955 ¢ 389 § 47; prior:
1950 ex.s. ¢ 5 § 1, part; 1949 ¢ 228 § 1, part; 1943 c 156 § 1,
part; 1941 ¢ 178 § 1, part; 1939 ¢ 225 § 1, part; 1937 ¢ 227 §
1, part; 1935 ¢ 180 § 4, part; Rem. Supp. 1949 § 8370-4,
part.]

Intent—Effective date—2004 ¢ 24: See notes following RCW
82.04.2909.

Finding—2003 2nd sp.s. ¢ 1: See note following RCW 82.04.4461.
Additional notes found at www.leg.wa.gov

82.04.272 Tax on warehousing and reselling pre-
scription drugs. (1) Upon every person engaging within this
state in the business of warehousing and reselling drugs for
human use pursuant to a prescription; as to such persons, the
amount of the tax shall be equal to the gross income of the
business multiplied by the rate of 0.138 percent.

(2) For the purposes of this section:

(a) "Prescription" and "drug" have the same meaning as
in RCW 82.08.0281; and

(b) "Warehousing and reselling drugs for human use pur-
suant to a prescription" means the buying of drugs for human
use pursuant to a prescription from a manufacturer or another
wholesaler, and reselling of the drugs to persons selling at
retail or to hospitals, clinics, health care providers, or other
providers of health care services, by a wholesaler or retailer
who is registered with the federal drug enforcement adminis-
tration and licensed by the pharmacy quality assurance com-
mission. [2013 ¢ 19 § 127; 2003 ¢ 168 § 401; 1998 ¢ 343 §
1.]

Additional notes found at www.leg.wa.gov

82.04.280 Tax on printers, publishers, highway con-
tractors, extracting or processing for hire, cold storage
warehouse or storage warehouse operation, insurance
general agents, radio and television broadcasting, govern-
ment contractors—Cold storage warehouse defined—
Storage warehouse defined—Periodical or magazine
defined. (Contingent expiration date.) (1) Upon every per-
son engaging within this state in the business of: (a) Printing
materials other than newspapers, and of publishing periodi-
cals or magazines; (b) building, repairing or improving any
street, place, road, highway, easement, right-of-way, mass
public transportation terminal or parking facility, bridge, tun-
nel, or trestle which is owned by a municipal corporation or
political subdivision of the state or by the United States and
which is used or to be used, primarily for foot or vehicular
traffic including mass transportation vehicles of any kind and
including any readjustment, reconstruction or relocation of
the facilities of any public, private or cooperatively owned
utility or railroad in the course of such building, repairing or
improving, the cost of which readjustment, reconstruction, or
relocation, is the responsibility of the public authority whose
street, place, road, highway, easement, right-of-way, mass
public transportation terminal or parking facility, bridge, tun-
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nel, or trestle is being built, repaired or improved; (c) extract-
ing for hire or processing for hire, except persons taxable as
extractors for hire or processors for hire under another section
of this chapter; (d) operating a cold storage warehouse or
storage warehouse, but not including the rental of cold stor-
age lockers; (¢) representing and performing services for fire
or casualty insurance companies as an independent resident
managing general agent licensed under the provisions of
chapter 48.17 RCW; (f) radio and television broadcasting,
excluding network, national and regional advertising com-
puted as a standard deduction based on the national average
thereof as annually reported by the federal communications
commission, or in lieu thereof by itemization by the individ-
ual broadcasting station, and excluding that portion of reve-
nue represented by the out-of-state audience computed as a
ratio to the station's total audience as measured by the 100
micro-volt signal strength and delivery by wire, if any; (g)
engaging in activities which bring a person within the defini-
tion of consumer contained in RCW 82.04.190(6); as to such
persons, the amount of tax on such business is equal to the
gross income of the business multiplied by the rate of 0.484
percent.

(2) For the purposes of this section, the following defini-
tions apply unless the context clearly requires otherwise.

(a) "Cold storage warchouse" means a storage ware-
house used to store fresh and/or frozen perishable fruits or
vegetables, meat, seafood, dairy products, or fowl, or any
combination thereof, at a desired temperature to maintain the
quality of the product for orderly marketing.

(b) "Storage warehouse" means a building or structure,
or any part thereof, in which goods, wares, or merchandise
are received for storage for compensation, except field ware-
houses, fruit warehouses, fruit packing plants, warechouses
licensed under chapter 22.09 RCW, public garages storing
automobiles, railroad freight sheds, docks and wharves, and
"self-storage" or "mini storage" facilities whereby customers
have direct access to individual storage areas by separate
entrance. "Storage warehouse" does not include a building or
structure, or that part of such building or structure, in which
an activity taxable under RCW 82.04.272 is conducted.

(¢) "Periodical or magazine" means a printed publica-
tion, other than a newspaper, issued regularly at stated inter-
vals at least once every three months, including any supple-
ment or special edition of the publication. [2010 ¢ 106 § 205;
2009 ¢ 461 § 2; 2006 ¢ 300 § 6; 2004 ¢ 24 § 6; 1998 ¢ 343 §
3; 1994 ¢ 112 § 1; 1993 sp.s. ¢ 25 § 303; 1993 sp.s.c 25 §
106; 1986 ¢ 226 § 2; 1983 ¢ 132 § 1; 1975 1stex.s. ¢ 90 § 3;
1971 ex.s. ¢ 299 § 5; 1971 ex.s. ¢ 281 § 7; 1970 ex.s. ¢ 8 § 2.
Prior: 1969 ex.s. ¢ 262 § 38; 1969 ex.s. ¢ 255 § 5; 1967 ex.s.
c 149 § 13; 1963 ¢ 168 § 1; 1961 ¢ 15 § 82.04.280; prior:
1959 ex.s. ¢ 5§ 4; 1959 ex.s. ¢ 3 § 4; 1955 ¢ 389 § 48; prior:
1950 ex.s. ¢ 5§ 1, part; 1949 ¢ 228 § 1, part; 1943 ¢ 156 § 1,
part; 1941 ¢ 178 § 1, part; 1939 ¢ 228 § 1, part; 1937 ¢ 227 §
1, part; 1935 ¢ 180 § 4, part; Rem. Supp. 1949 § 8370-4,
part.]

Contingent effective date—2010 ¢ 106 §§ 205 and 206: "If section

206 of this act takes effect, section 205 of this act expires on the date section
206 of this act takes effect." [2010 ¢ 106 § 413.]

Effective date—2010 ¢ 106: See note following RCW 35.102.145.

Contingent expiration date—2009 c 461: "Section 2 of this act expires
on the date that section 3 of this act takes effect." [2009 ¢ 461 § 11.]
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Contingent expiration date—2006 c¢ 300 § 6: "Section 6 of this act
expires on the date that section 7 of this act takes effect." [2006 ¢ 300 § 14.]

Effective dates—Contingent effective date—2006 ¢ 300: See note
following RCW 82.04.261.

Intent—Effective date—2004 ¢ 24: See notes following RCW
82.04.2909.

Additional notes found at www.leg.wa.gov

82.04.280 Tax on printers, publishers, highway con-
tractors, extracting or processing for hire, cold storage
warehouse or storage warehouse operation, insurance
general agents, radio and television broadcasting, govern-
ment contractors—Cold storage warehouse defined—
Storage warehouse defined—Periodical or magazine
defined. (Contingent effective date.) (1) Upon every person
engaging within this state in the business of: (a) Printing
materials other than newspapers, and of publishing periodi-
cals or magazines; (b) building, repairing or improving any
street, place, road, highway, easement, right-of-way, mass
public transportation terminal or parking facility, bridge, tun-
nel, or trestle which is owned by a municipal corporation or
political subdivision of the state or by the United States and
which is used or to be used, primarily for foot or vehicular
traffic including mass transportation vehicles of any kind and
including any readjustment, reconstruction or relocation of
the facilities of any public, private or cooperatively owned
utility or railroad in the course of such building, repairing or
improving, the cost of which readjustment, reconstruction, or
relocation, is the responsibility of the public authority whose
street, place, road, highway, easement, right-of-way, mass
public transportation terminal or parking facility, bridge, tun-
nel, or trestle is being built, repaired or improved; (c) extract-
ing for hire or processing for hire, except persons taxable as
extractors for hire or processors for hire under another section
of this chapter; (d) operating a cold storage warchouse or
storage warehouse, but not including the rental of cold stor-
age lockers; (e) representing and performing services for fire
or casualty insurance companies as an independent resident
managing general agent licensed under the provisions of
chapter 48.17 RCW; (f) radio and television broadcasting,
excluding network, national and regional advertising com-
puted as a standard deduction based on the national average
thereof as annually reported by the federal communications
commission, or in lieu thereof by itemization by the individ-
ual broadcasting station, and excluding that portion of reve-
nue represented by the out-of-state audience computed as a
ratio to the station's total audience as measured by the 100
micro-volt signal strength and delivery by wire, if any; (g)
engaging in activities which bring a person within the defini-
tion of consumer contained in RCW 82.04.190(6); as to such
persons, the amount of tax on such business is equal to the
gross income of the business multiplied by the rate of 0.484
percent.

(2) For the purposes of this section, the following defini-
tions apply unless the context clearly requires otherwise.

(a) "Cold storage warchouse" means a storage ware-
house used to store fresh and/or frozen perishable fruits or
vegetables, meat, seafood, dairy products, or fowl, or any
combination thereof, at a desired temperature to maintain the
quality of the product for orderly marketing.
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(b) "Storage warehouse" means a building or structure,
or any part thereof, in which goods, wares, or merchandise
are received for storage for compensation, except field ware-
houses, fruit warehouses, fruit packing plants, warechouses
licensed under chapter 22.09 RCW, public garages storing
automobiles, railroad freight sheds, docks and wharves, and
"self-storage" or "mini storage" facilities whereby customers
have direct access to individual storage areas by separate
entrance. "Storage warehouse" does not include a building or
structure, or that part of such building or structure, in which
an activity taxable under RCW 82.04.272 is conducted.

(c) "Periodical or magazine" means a printed publica-
tion, other than a newspaper, issued regularly at stated inter-
vals at least once every three months, including any supple-
ment or special edition of the publication. [2010 ¢ 106 § 206;
2009 ¢ 461 § 3; 2006 ¢ 300 § 7; 2003 ¢ 149 § 4; 1998 ¢ 343 §
3; 1994 ¢ 112 § 1; 1993 sp.s. ¢ 25 § 303; 1993 sp.s.c 25 §
106; 1986 ¢ 226 § 2; 1983 ¢ 132 § 1; 1975 1stex.s. ¢ 90 § 3;
1971 ex.s. ¢ 299 § 5; 1971 ex.s. ¢ 281 § 7; 1970 ex.s. ¢ 8 § 2.
Prior: 1969 ex.s. ¢ 262 § 38; 1969 ex.s. ¢ 255 § 5; 1967 ex.s.
c 149 § 13; 1963 ¢ 168 § 1; 1961 c 15 § 82.04.280; prior:
1959 ex.s. ¢ 5§ 4; 1959 ex.s. ¢ 3 § 4; 1955 ¢ 389 § 48; prior:
1950 ex.s. ¢ 5 § 1, part; 1949 ¢ 228 § 1, part; 1943 c 156 § 1,
part; 1941 ¢ 178 § 1, part; 1939 ¢ 228 § 1, part; 1937 ¢ 227 §
1, part; 1935 ¢ 180 § 4, part; Rem. Supp. 1949 § 8370-4,
part.]

Effective date—2010 ¢ 106: See note following RCW 35.102.145.

Effective date—Contingent effective date—2009 ¢ 461: "(1) Except
as provided in subsection (2) of this section, this act is necessary for the
immediate preservation of the public peace, health, or safety, or support of
the state government and its existing public institutions, and takes effect July
1, 2009.

(2) Section 3 of this act takes effect if the contingency in *section 9 of
this act occurs." [2009 ¢ 461 § 10.]

*Reviser's note: See RCW 82.32.790.

Effective dates—Contingent effective date—2006 ¢ 300: See note
following RCW 82.04.261.

Contingent effective date—2010 ¢ 114: See RCW 82.32.790.
Findings—Intent—2003 ¢ 149: See note following RCW 82.04.426.
Additional notes found at www.leg.wa.gov

82.04.285 Tax on contests of chance. (1) Upon every
person engaging within this state in the business of operating
contests of chance; as to such persons, the amount of tax with
respect to the business of operating contests of chance is
equal to the gross income of the business derived from con-
tests of chance multiplied by the rate of 1.5 percent.

(2) An additional tax is imposed on those persons subject
to tax in subsection (1) of this section. The amount of the
additional tax with respect to the business of operating con-
tests of chance is equal to the gross income of the business
derived from contests of chance multiplied by the rate of 0.1
percent through June 30, 2006, and 0.13 percent thereafter.
The money collected under this subsection (2) shall be depos-
ited in the problem gambling account created in RCW
43.20A.892. This subsection does not apply to businesses
operating contests of chance when the gross income from the
operation of contests of chance is less than fifty thousand dol-
lars per year.

(3)(a) For the purpose of this section, "contests of
chance" means any contests, games, gaming schemes, or
gaming devices, other than the state lottery as defined in
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RCW 67.70.010, in which the outcome depends in a material
degree upon an element of chance, notwithstanding that skill
of the contestants may also be a factor in the outcome. The
term includes social card games, bingo, raffle, and punch-
board games, and pull-tabs as defined in chapter 9.46 RCW.

(b) The term does not include: (i) Race meet for the con-
duct of which a license must be secured from the Washington
horse racing commission, (ii) "amusement game" as defined
in RCW 9.46.0201, or (iii) any activity that is not subject to
regulation by the gambling commission.

(4) "Gross income of the business" does not include the
monetary value or actual cost of any prizes that are awarded,
amounts paid to players for winning wagers, accrual of prizes
for progressive jackpot contests, or repayment of amounts
used to seed guaranteed progressive jackpot prizes. [2014 ¢
97 § 303; 2005 ¢ 369 § 5.]

Findings—Intent—Severability—Effective date—2005 ¢ 369: See
notes following RCW 43.20A.890.

82.04.286 Tax on horse races. (1) Upon every person
engaging within this state in the business of conducting race
meets for the conduct of which a license must be secured
from the Washington horse racing commission; as to such
persons, the amount of tax with respect to the business of
parimutuel wagering is equal to the gross income of the busi-
ness derived from parimutuel wagering multiplied by the rate
of 0.1 percent through June 30, 2006, and 0.13 percent there-
after. The money collected under this section shall be depos-
ited in the problem gambling account created in RCW
43.20A.892.

(2) For purposes of this section, "gross income of the
business" does not include amounts paid to players for win-
ning wagers, or taxes imposed or other distributions required
under chapter 67.16 RCW.

(3) The tax imposed under this section is in addition to
any tax imposed under chapter 67.16 RCW. [2005 ¢ 369 § 6.]

Findings—Intent—Severability—Effective date—2005 ¢ 369: See
notes following RCW 43.20A.890.

82.04.290 Tax on international investment manage-
ment services or other business or service activities. (1)
Upon every person engaging within this state in the business
of providing international investment management services,
as to such persons, the amount of tax with respect to such
business is equal to the gross income or gross proceeds of
sales of the business multiplied by a rate of 0.275 percent.

(2)(a) Upon every person engaging within this state in
any business activity other than or in addition to an activity
taxed explicitly under another section in this chapter or sub-
section (1) or (3) of this section; as to such persons the
amount of tax on account of such activities is equal to the
gross income of the business multiplied by the rate of 1.5 per-
cent.

(b) This subsection (2) includes, among others, and with-
out limiting the scope hereof (whether or not title to materials
used in the performance of such business passes to another by
accession, confusion or other than by outright sale), persons
engaged in the business of rendering any type of service
which does not constitute a "sale at retail" or a "sale at whole-
sale." The value of advertising, demonstration, and promo-
tional supplies and materials furnished to an agent by his or
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her principal or supplier to be used for informational, educa-
tional, and promotional purposes is not considered a part of
the agent's remuneration or commission and is not subject to
taxation under this section.

(3)(a) Until July 1, 2040, upon every person engaging
within this state in the business of performing aerospace
product development for others, as to such persons, the
amount of tax with respect to such business is equal to the
gross income of the business multiplied by a rate of 0.9 per-
cent.

(b) A person reporting under the tax rate provided in this
subsection (3) must file a complete annual report with the
department under RCW 82.32.534.

(c) "Aerospace product development" has the meaning
as provided in RCW 82.04.4461. [2014 ¢ 97 § 404; (2014 ¢
97 § 403 expired July 9,2014); 2013 3rd sp.s. ¢ 2 § 8; 2013 ¢
23 § 314; 2011 ¢ 174 § 101; 2008 ¢ 81 § 6; 2005 ¢ 369 § 8;
2004 ¢ 174 § 2; 2003 ¢ 343 § 2; 2001 1st sp.s. ¢ 9 § 6; (2001
Ist sp.s. ¢ 9 § 4 expired July 1, 2001). Prior: 1998 ¢ 343 § 4;
1998 ¢ 331 §2; 1998 ¢ 312§ 8; 1998 ¢ 308 § 5; 1998 ¢ 308 §
4;1997¢7§2;1996¢c1§2;1995c 229 § 3; 1993 sp.s. c 25
§203; 1985 ¢ 32 § 3; 1983 2nd ex.s. ¢ 3 § 2; 1983 ¢ 9 § 2;
1983 ¢3§212;1971 ex.s.c 281 § 8; 1970 ex.s. ¢ 65 § 4; 1969
ex.s. ¢ 262 § 39; 1967 ex.s. ¢ 149 § 14; 1963 ex.s. ¢ 28 § 2;
1961 c 15 § 82.04.290; prior: 1959 ex.s.c 5§ 5;1955¢ 389 §
49; prior: 1953 ¢ 195 § 2; 1950 ex.s. ¢ 5 § 1, part; 1949 ¢ 228
§ 1, part; 1943 ¢ 156 § 1, part; 1941 ¢ 178 § 1, part; 1939 ¢
225§ 1, part; 1937 ¢ 227 § 1, part; 1935 ¢ 180 § 4, part; Rem.
Supp. 1949 § 8370-4, part.]

Contingent expiration date—2014 ¢ 97 §§ 401 and 403: See note fol-
lowing RCW 82.04.250.

Contingent effective date—2013 3rd sp.s. ¢ 2: See RCW 82.32.850.

Findings—Intent—2013 3rd sp.s. ¢ 2: See note following RCW
82.32.850.

Findings—Savings—Effective date—2008 c 81: See notes following
RCW 82.08.975.

Findings—Intent—Severability—Effective date—2005 ¢ 369: See
notes following RCW 43.20A.890.

Additional notes found at www.leg.wa.gov

82.04.29001 Creation and distribution of custom
software—Customization of prewritten computer soft-
ware—Taxable services. (1) The creation and distribution
of custom software is a service taxable under RCW
82.04.290(2). Duplication of the software for the same per-
son, or by the same person for its own use, does not change
the character of the software.

(2) The customization of prewritten computer software
is a service taxable under RCW 82.04.290(2). [2003 c 168 §
602; 1998 ¢ 332 § 4.]

Findings—Intent—1998 ¢ 332: "The legislature finds that the creation
and customization of software is an area not fully addressed in our excise tax
statutes, and that certainty of tax treatment is essential to the industry and
consumers. Therefore, the intent of this act is to make the tax treatment of

software clear and certain for developers, programmers, and consumers."
[1998 ¢332 § 1.]

Additional notes found at www.leg.wa.gov

82.04.29002 Additional tax on certain business and
service activities. (1) Beginning May 1, 2010, through June
30, 2013, an additional rate of tax of 0.30 percent is added to
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the rate provided for in RCW 82.04.255, 82.04.285, and
82.04.290(2)(a).

(2)(a) The additional rate in subsection (1) of this section
does not apply to persons engaging within this state in busi-
ness as a hospital. "Hospital" has the meaning provided in
chapter 70.41 RCW but also includes any hospital that comes
within the scope of chapter 71.12 RCW if the hospital is also
licensed under chapter 70.41 RCW.

(b) The additional rate in subsection (1) of this section
does not apply to amounts received from performing scien-
tific research and development services including but not
limited to research and development in the physical, engi-
neering, and life sciences (such as agriculture, bacteriologi-
cal, biotechnology, chemical, life sciences, and physical sci-
ence research and development laboratories or services).
[2010 1stsp.s.c23 § 1101.]

Effective date—2010 1st sp.s. ¢ 23: See note following RCW
82.32.655.

Findings—Intent—2010 1st sp.s. ¢ 23: See notes following RCW
82.04.220.

82.04.29005 Tax on loan interest—2012 2nd sp.s. c 6.
(1) Amounts received as interest on loans originated by a per-
son located in more than ten states, or an affiliate of such per-
son, and primarily secured by first mortgages or trust deeds
on nontransient residential properties are subject to tax under
RCW 82.04.290(2)(a).

(2) For the purposes of this subsection [section], a person
is located in a state if:

(a) The person or an affiliate of the person maintains a
branch, office, or one or more employees or representatives
in the state; and

(b) Such in-state presence allows borrowers or potential
borrowers to contact the branch, office, employee, or repre-
sentative concerning the acquiring, negotiating, renegotiat-
ing, or restructuring of, or making payments on, mortgages
issued or to be issued by the person or an affiliate of the per-
son.

(3) For purposes of this section:

(a) "Affiliate" means a person is affiliated with another
person, and "affiliated" has the same meaning as in RCW
82.04.645; and

(b) "Interest" has the same meaning as in RCW
82.04.4292 and also includes servicing fees described in
RCW 82.04.4292(4). [2012 2nd sp.s.c 6 § 101.]

Reviser's note: Pursuant to RCW 43.135.041, chapter 6, Laws of 2012
2nd special session was subject to an advisory vote of the people in the
November 2012 general election on whether the tax increase in such session

law should be maintained or repealed. The advisory vote was in favor of
repeal.

Existing rights, liabilities, or obligations—2012 2nd sp.s. ¢ 6: "This
act does not affect any existing right acquired or liability or obligation
incurred under the sections amended or repealed or under any rule or order
adopted under those sections, nor does it affect any proceeding instituted
under those sections." [2012 2nd sp.s. ¢ 6 § 701.]

Effective dates—Contingent effective date—2012 2nd sp.s. ¢ 6: "(1)
Parts I, 11, and V through VII of this act are necessary for the immediate pres-
ervation of the public peace, health, or safety, or support of the state govern-
ment and its existing public institutions, and take effect July 1, 2012.

(2) Section 302 of this act does not take effect if the contingency in sub-
section (3) of this section occurs.

(3) Section 303 of this act takes effect if Substitute House Bill No. 2530
or any other legislation repealing RCW 82.32.534 is enacted during the 2012
1st special session and signed into law.
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(4) Parts IIT and IV of this act are necessary for the immediate preserva-
tion of the public peace, health, or safety, or support of the state government
and its existing public institutions, and take effect immediately [May 2,
2012]." [2012 2nd sp.s. ¢ 6 § 703.]

82.04.2905 Tax on providing day care. Upon every
person engaging within this state in the business of providing
child care for periods of less than twenty-four hours; as to
such persons the amount of tax with respect to such business
shall be equal to the gross proceeds derived from such sales
multiplied by the rate of 0.484 percent. [1998 ¢ 312 § 7.]

Additional notes found at www.leg.wa.gov

82.04.2906 Tax on certain chemical dependency ser-
vices. (1) Upon every person engaging within this state in the
business of providing intensive inpatient or recovery house
residential treatment services for chemical dependency, certi-
fied by the department of social and health services, for
which payment from the United States or any instrumentality
thereof or from the state of Washington or any municipal cor-
poration or political subdivision thereof is received as com-
pensation for or to support those services; as to such persons
the amount of tax with respect to such business shall be equal
to the gross income from such services multiplied by the rate
of 0.484 percent.

(2) If the persons described in subsection (1) of this sec-
tion receive income from sources other than those described
in subsection (1) of this section or provide services other than
those named in subsection (1) of this section, that income and
those services are subject to tax as otherwise provided in this
chapter. [2003 ¢ 343 § 1.]

82.04.2907 Tax on royalties. (1) Upon every person
engaging within this state in the business of receiving income
from royalties, the amount of tax with respect to the business
is equal to the gross income from royalties multiplied by the
rate provided in RCW 82.04.290(2)(a).

(2) For the purposes of this section, "gross income from
royalties" means compensation for the use of intangible prop-
erty, including charges in the nature of royalties, regardless
of where the intangible property will be used. For purposes of
this subsection, "intangible property" includes copyrights,
patents, licenses, franchises, trademarks, trade names, and
similar items. "Gross income from royalties" does not include
compensation for any natural resource, the licensing of pre-
written computer software to the end user, or the licensing of
digital goods, digital codes, or digital automated services to
the end user as defined in RCW 82.04.190(11). [2015 3rd
sp.s.¢ 5§ 101; 2010 Ist sp.s. ¢ 23 § 107; (2010 1st sp.s. c 23
§ 106 expired July 1, 2010); 2010 ¢ 111 § 302; 2009 ¢ 535 §
407; 2001 ¢ 320 § 3; 1998 ¢ 331 § 1.]

Effective dates—2015 3rd sp.s. ¢ 5: See note following RCW
82.08.052.

Expiration date—2010 1st sp.s. ¢ 23 §§ 106, 901, and 1201: "Sections
106, 901, and 1201 of this act expire July 1, 2010." [2010 Ist sp.s. ¢ 23 §
1710.]

Effective date—2010 1st sp.s. ¢ 23 §§ 107, 601, 602, 702, 902, 1202,
and 1401-1405: "Parts VI, VII, and XIV and sections 107, 702, 902, and
1202 of this act are necessary for the immediate preservation of the public
peace, health, or safety, or support of the state government and its existing
public institutions, and take effect July 1,2010." [2010 Istsp.s.c 23 § 1713.]

Contingency—Application—2010 1st sp.s. ¢ 23 §§ 102-112: See
notes following RCW 82.04.067.
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Findings—Intent—2010 1st sp.s. ¢ 23: See notes following RCW
82.04.220.

Effective date—2010 1st sp.s. ¢ 23: See note following RCW
82.04.4292.

Purpose—Retroactive application—Effective date—2010 ¢ 111: See
notes following RCW 82.04.050.

Intent—Construction—2009 ¢ 535: See notes following RCW
82.04.192.

Additional notes found at www.leg.wa.gov

82.04.2908 Tax on provision of room and domiciliary
care to assisted living facility residents. (1) Upon every
person engaging within this state in the business of providing
room and domiciliary care to residents of an assisted living
facility licensed under chapter 18.20 RCW, the amount of tax
with respect to such business shall be equal to the gross
income of the business, multiplied by the rate of 0.275 per-
cent.

(2) For the purposes of this section, "domiciliary care"
has the meaning provided in RCW 18.20.020. [2012 ¢ 10 §
70; 2005 ¢ 514 § 302; 2004 ¢ 174 § 1.]

Application—2012 ¢ 10: See note following RCW 18.20.010.

Additional notes found at www.leg.wa.gov

82.04.2909 Tax on aluminum smelters. (Expires Jan-
uary 1, 2027.) (1) Upon every person who is an aluminum
smelter engaging within this state in the business of manufac-
turing aluminum; as to such persons the amount of tax with
respect to such business is, in the case of manufacturers,
equal to the value of the product manufactured, or in the case
of processors for hire, equal to the gross income of the busi-
ness, multiplied by the rate of .2904 percent.

(2) Upon every person who is an aluminum smelter
engaging within this state in the business of making sales at
wholesale of aluminum manufactured by that person, as to
such persons the amount of tax with respect to such business
is equal to the gross proceeds of sales of the aluminum multi-
plied by the rate of .2904 percent.

(3) A person reporting under the tax rate provided in this
section must file a complete annual report with the depart-
ment under RCW 82.32.534.

(4) This section expires January 1, 2027. [2015 3rd sp.s.
¢6§502;2011 ¢ 174 § 301. Prior: 2010 1stsp.s.c2 § 1; 2010
c 114 § 108; 2006 ¢ 182 § 1;2004 ¢ 24 § 3.]

Findings—Tax preference performance statement—2015 3rd sp.s. ¢
6 §§ 502-506: "(1) The legislature finds that the aluminum industry in Wash-
ington employs over one thousand people. The legislature further finds that
average annual wages and benefits for these employment positions exceed
one hundred thousand dollars and that each of these employment positions
indirectly generates an additional two to three jobs within the state. The leg-
islature further finds that the aluminum industry generates substantial taxes
for local jurisdictions. The legislature further finds that the aluminum indus-
try was severely impacted by the global economic recession. The legislature
further finds that the London metal exchange, where aluminum is traded as a
commodity, is extremely volatile and substantially impacts the profitability
of the aluminum industry. The legislature further finds that for the aforemen-
tioned reasons, the industry continues to struggle with profitability, putting
the continued employment of its Washington workforce in jeopardy.

(2)(a) This subsection is the tax preference performance statement for
the aluminum industry tax preferences in RCW 82.04.2909, 82.04.4481,
82.08.805, 82.12.805, and 82.12.022, as amended in this Part V. The perfor-
mance statement is only intended to be used for subsequent evaluation of the
tax preference. It is not intended to create a private right of action by any
party or be used to determine eligibility for preferential tax treatment.
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(b) The legislature categorizes this tax preference as one intended to
accomplish the general purposes indicated in RCW 82.32.808(2) (c) and (d).

(c) It is the legislature's specific public policy objective to promote the
preservation of employment positions within the Washington aluminum
manufacturing industry as the industry continues to grapple with the linger-
ing effects of the economic recession and the volatility of the London metal
exchange.

(d) To measure the effectiveness of the exemption provided in this Part
V in achieving the specific public policy objective described in (c) of this
subsection, the joint legislative audit and review committee must evaluate
the changes in the number of statewide employment positions for the alumi-
num industry in Washington." [2015 3rd sp.s. ¢ 6 § 501.]

Effective dates—2015 3rd sp.s. ¢ 6: See note following RCW
82.04.4266.

Application—Finding—Intent—2010 ¢ 114: See notes following
RCW 82.32.585.

Intent—2004 c 24: "The legislature recognizes that the loss of domestic
manufacturing jobs has become a national concern. Washington state has
lost one out of every six manufacturing jobs since July 2000. The aluminum
industry has long been an important component of Washington state's manu-
facturing base, providing family-wage jobs often in rural communities where
unemployment rates are very high. The aluminum industry is electricity
intensive and was greatly affected by the dramatic increase in electricity
prices which began in 2000 and which continues to affect the Washington
economy. Before the energy crisis, aluminum smelters provided about 5,000
direct jobs. Today they provide fewer than 1,000 direct jobs. For every job
lost in that industry, almost three additional jobs are estimated to be lost else-
where in the state's economy. It is the legislature's intent to preserve and
restore family-wage jobs by providing tax relief to the state's aluminum
industry.

The electric loads of aluminum smelters provide a unique benefit to the
infrastructure of the electric power system. Under the transmission tariff of
the Bonneville Power Administration, aluminum smelter loads, whether
served with federal or nonfederal power, are subject to short-term interrup-
tions that allow a higher import capability on the transmission interconnec-
tion between the northwest and California. These stability reserves allow
more power to be imported in winter months, reducing the need for addi-
tional generation in the northwest, and would be used to prevent a wide-
spread transmission collapse and blackout if there were a failure in the trans-
mission interconnection between California and the northwest. It is the leg-
islature's intent to retain these benefits for the people of the state." [2004 ¢ 24

§1.]

Additional notes found at www.leg.wa.gov

82.04.293 International investment management ser-
vices—Definitions. For purposes of RCW 82.04.290:

(1) A person is engaged in the business of providing
international investment management services, if:

(a) Such person is engaged primarily in the business of
providing investment management services; and

(b) At least ten percent of the gross income of such per-
son is derived from providing investment management ser-
vices to any of the following: (i) Persons or collective invest-
ment funds residing outside the United States; or (ii) persons
or collective investment funds with at least ten percent of
their investments located outside the United States.

(2) "Investment management services" means invest-
ment research, investment consulting, portfolio management,
fund administration, fund distribution, investment transac-
tions, or related investment services.

(3) "Collective investment fund" includes:

(a) A mutual fund or other regulated investment com-
pany, as defined in section 851(a) of the internal revenue
code of 1986, as amended,;

(b) An "investment company," as that term is used in
section 3(a) of the investment company act of 1940, as well
as any entity that would be an investment company for this
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purpose but for the exemptions contained in section 3(c)(1)
or (11);

(¢) An "employee benefit plan," which includes any
plan, trust, commingled employee benefit trust, or custodial
arrangement that is subject to the employee retirement
income security act of 1974, as amended, 29 U.S.C. Sec.
1001 et seq., or that is described in sections 125, 401, 403,
408, 457, and 501(c)(9) and (17) through (23) of the internal
revenue code of 1986, as amended, or a similar plan main-
tained by a state or local government, or a plan, trust, or cus-
todial arrangement established to self-insure benefits
required by federal, state, or local law;

(d) A fund maintained by a tax-exempt organization, as
defined in section 501(c)(3) of the internal revenue code of
1986, as amended, for operating, quasi-endowment, or
endowment purposes;

(e) Funds that are established for the benefit of such tax-
exempt organizations, such as charitable remainder trusts,
charitable lead trusts, charitable annuity trusts, or other simi-
lar trusts; or

(f) Collective investment funds similar to those
described in (a) through (e) of this subsection created under
the laws of a foreign jurisdiction.

(4) Investments are located outside the United States if
the underlying assets in which the investment constitutes a
beneficial interest reside or are created, issued or held outside
the United States. [1997 ¢ 7 § 3; 1995 ¢ 229 § 1.]

Additional notes found at www.leg.wa.gov

82.04.294 Tax on manufacturers or wholesalers of
solar energy systems. (Expires June 30, 2017.) (1) Upon
every person engaging within this state in the business of
manufacturing solar energy systems using photovoltaic mod-
ules or stirling converters, or of manufacturing solar grade
silicon, silicon solar wafers, silicon solar cells, thin film solar
devices, or compound semiconductor solar wafers to be used
exclusively in components of such systems; as to such per-
sons the amount of tax with respect to such business is, in the
case of manufacturers, equal to the value of the product man-
ufactured, or in the case of processors for hire, equal to the
gross income of the business, multiplied by the rate of 0.275
percent.

(2) Upon every person engaging within this state in the
business of making sales at wholesale of solar energy sys-
tems using photovoltaic modules or stirling converters, or of
solar grade silicon, silicon solar wafers, silicon solar cells,
thin film solar devices, or compound semiconductor solar
wafers to be used exclusively in components of such systems,
manufactured by that person; as to such persons the amount
of tax with respect to such business is equal to the gross pro-
ceeds of sales of the solar energy systems using photovoltaic
modules or stirling converters, or of the solar grade silicon to
be used exclusively in components of such systems, multi-
plied by the rate of 0.275 percent.

(3) Silicon solar wafers, silicon solar cells, thin film solar
devices, solar grade silicon, or compound semiconductor
solar wafers are "semiconductor materials" for the purposes
of RCW 82.08.9651 and 82.12.9651.

(4) The definitions in this subsection apply throughout
this section.
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(a) "Compound semiconductor solar wafers" means a
semiconductor solar wafer composed of elements from two
or more different groups of the periodic table.

(b) "Module" means the smallest nondivisible self-con-
tained physical structure housing interconnected photovoltaic
cells and providing a single direct current electrical output.

(c) "Photovoltaic cell" means a device that converts light
directly into electricity without moving parts.

(d) "Silicon solar cells" means a photovoltaic cell manu-
factured from a silicon solar wafer.

(e) "Silicon solar wafers" means a silicon wafer manu-
factured for solar conversion purposes.

(f) "Solar energy system" means any device or combina-
tion of devices or elements that rely upon direct sunlight as an
energy source for use in the generation of electricity.

(g) "Solar grade silicon" means high-purity silicon used
exclusively in components of solar energy systems using
photovoltaic modules to capture direct sunlight. "Solar grade
silicon" does not include silicon used in semiconductors.

(h) "Stirling converter" means a device that produces
electricity by converting heat from a solar source utilizing a
stirling engine.

(1) "Thin film solar devices" means a nonparticipating
substrate on which various semiconducting materials are
deposited to produce a photovoltaic cell that is used to gener-
ate electricity.

(5) A person reporting under the tax rate provided in this
section must file a complete annual survey with the depart-
ment under RCW 82.32.585.

(6) This section expires June 30, 2017. [2013 2nd sp.s. ¢
13§902;2011¢179§1;2010c 114 § 109; 2009 c 469 § 501;
2007 ¢ 54 § 8; 2005 ¢ 301 § 2.]

Findings—Intent—2013 2nd sp.s. ¢ 13: "(1) The legislature finds that
to attract and maintain clean energy technology manufacturing businesses, a
competitive business climate is crucial. The legislature further finds that spe-
cific tax preferences can facilitate a positive business climate in Washington.
The legislature further finds that businesses in the solar silicon industry have
had to reduce employment due to global conditions. Therefore, the legisla-
ture intends to extend a preferential business and occupation tax rate to man-
ufacturers and wholesalers of specific solar energy material and parts to
maintain and grow jobs in the solar silicon industry.

(2) The joint legislative audit and review committee, as part of its tax
preference review process, must assess the actual fiscal impact of this tax
preference in relation to the fiscal estimate for the tax preference and assess

changes in employment for firms claiming the preferential tax rate." [2013
2nd sp.s. ¢ 13 § 901.]

Effective date—2013 2nd sp.s. ¢ 13: See note following RCW
82.04.43393.

Application—Finding—Intent—2010 ¢ 114: See notes following
RCW 82.32.585.

Effective date—2009 ¢ 469: See note following RCW 82.08.962.
Severability—2007 ¢ 54: See note following RCW 82.04.050.

Findings—Intent—2005 ¢ 301: "The legislature finds that the welfare
of the people of the state of Washington is positively impacted through the
encouragement and expansion of key growth industries in the state. The leg-
islature further finds that targeting tax incentives to focus on key growth
industries is an important strategy to enhance the state's business climate.

A recent report by the Washington State University energy program rec-
ognized the solar electric industry as one of the state's important growth
industries. It is of great concern that businesses in this industry have been
increasingly expanding and relocating their operations elsewhere. The report
indicates that additional incentives for the solar electric industry are needed
in recognition of the unique forces and issues involved in business decisions
in this industry.

Therefore, the legislature intends to enact comprehensive tax incentives
for the solar electric industry that address activities of the manufacture of
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these products and to encourage these industries to locate in Washington.
Tax incentives for the solar electric industry are important in both retention
and expansion of existing business and attraction of new businesses, all of
which will strengthen this growth industry within our state, will create jobs,
and will bring many indirect benefits to the state." [2005 ¢ 301 § 1.]

Additional notes found at www.leg.wa.gov

82.04.297 Internet access—Definitions. (1) The pro-
vision of internet access is subject to tax under RCW
82.04.290(2).

(2)(a) Except as provided in (b) of this subsection, "inter-
net" and "internet access" have the same meaning as those
terms are defined in the federal internet tax freedom act, Title
47 U.S.C. Sec. 151 note, as existing on July 1, 2009.

(b) "Internet access" does not include telecommunica-
tions service purchased, used, or sold by a person that pro-
vides a service that enables users to connect to the internet to
access content, information, or other services offered over the
internet, to the extent such telecommunications service is
purchased, used, or sold: (i) To provide such service; or (ii) to
otherwise enable users to access content, information, or
other services offered over the internet.

(3) Unless the context clearly requires otherwise, the
definitions in this section apply throughout this chapter.
[2010 ¢ 111 § 303; 2009 ¢ 535 § 408; 2000 ¢ 103 § 5; 1997 ¢
304 § 4.]

Purpose—Retroactive application—Effective date—2010 ¢ 111: See
notes following RCW 82.04.050.

Intent—Construction—2009 ¢ 535: See notes following RCW
82.04.192.

Findings—Severability—Effective date—1997 ¢ 304: See notes fol-
lowing RCW 35.21.717.

82.04.298 Tax on qualified grocery distribution
cooperatives. (1) The amount of tax with respect to a quali-
fied grocery distribution cooperative's sales of groceries or
related goods for resale, excluding items subject to tax under
RCW 82.04.260(4), to customer-owners of the grocery distri-
bution cooperative is equal to the gross proceeds of sales of
the grocery distribution cooperative multiplied by the rate of
one and one-half percent.

(2) A qualified grocery distribution cooperative is
allowed a deduction from the gross proceeds of sales of gro-
ceries or related goods for resale, excluding items subject to
tax under RCW 82.04.260(4), to customer-owners of the gro-
cery distribution cooperative that is equal to the portion of the
gross proceeds of sales for resale that represents the actual
cost of the merchandise sold by the grocery distribution
cooperative to customer-owners.

(3) The definitions in this subsection apply throughout
this section unless the context clearly requires otherwise.

(a) "Grocery distribution cooperative" means an entity
that sells groceries and related items to customer-owners of
the grocery distribution cooperative and has customer-own-
ers, in the aggregate, who own a majority of the outstanding
ownership interests of the grocery distribution cooperative or
of the entity controlling the grocery distribution cooperative.
"Grocery distribution cooperative" includes an entity that
controls a grocery distribution cooperative.

(b) "Qualified grocery distribution cooperative" means:

(i) A grocery distribution cooperative that has been
determined by a court of record of the state of Washington to
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be not engaged in wholesaling or making sales at wholesale,
within the meaning of RCW 82.04.270 or any similar provi-
sion of a municipal ordinance that imposes a tax on gross
receipts, gross proceeds of sales, or gross income, with
respect to purchases made by customer-owners, and subse-
quently changes its form of doing business to make sales at
wholesale of groceries or related items to its customer-own-
ers; or

(i1) A grocery distribution cooperative that has acquired
substantially all of the assets of a grocery distribution cooper-
ative described in (b)(i) of this subsection.

(c) "Customer-owner" means a person who has an own-
ership interest in a grocery distribution cooperative and pur-
chases groceries and related items at wholesale from that gro-
cery distribution cooperative.

(d) "Controlling" means holding fifty percent or more of
the voting interests of an entity and having at least equal
power to direct or cause the direction of the management and
policies of the entity, whether through the ownership of vot-
ing securities, by contract, or otherwise. [2011 ¢ 2 § 204 (Ini-
tiative Measure No. 1107, approved November 2, 2010);
2010 1st sp.s. ¢ 23 § 511; 2008 c 49 § 1; 2001 Istsp.s.c 9§
1.]

Findings—Construction—2011 ¢ 2 (Initiative Measure No. 1107):
See notes following RCW 82.08.0293.

Effective date—2010 1st sp.s. ¢ 23: See note following RCW
82.04.4292.

Findings—Intent—2010 1st sp.s. ¢ 23: See notes following RCW
82.04.220.

Additional notes found at www.leg.wa.gov

82.04.310 Exemptions—Public utilities—Electrical
energy—Natural or manufactured gas. (1) This chapter
does not apply to any person in respect to a business activity
with respect to which tax liability is specifically imposed
under the provisions of chapter 82.16 RCW including
amounts derived from activities for which a deduction is
allowed under RCW 82.16.050. The exemption in this sub-
section does not apply to sales of natural gas, including com-
pressed natural gas and liquefied natural gas, by a gas distri-
bution business, if such sales are exempt from the tax
imposed under chapter 82.16 RCW as provided in RCW
82.16.310.

(2) This chapter does not apply to amounts received by
any person for the sale of electrical energy for resale within
or outside the state.

(3)(a) This chapter does not apply to amounts received
by any person for the sale of natural or manufactured gas in a
calendar year if that person sells within the United States a
total amount of natural or manufactured gas in that calendar
year that is no more than twenty percent of the amount of nat-
ural or manufactured gas that it consumes within the United
States in the same calendar year.

(b) For purposes of determining whether a person has
sold within the United States a total amount of natural or
manufactured gas in a calendar year that is no more than
twenty percent of the amount of natural or manufactured gas
that it consumes within the United States in the same calendar
year, the following transfers of gas are not considered to be
the sale of natural or manufactured gas:
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(i) The transfer of any natural or manufactured gas as a
result of the acquisition of another business, through merger
or otherwise; or

(i) The transfer of any natural or manufactured gas
accomplished solely to comply with federal regulatory
requirements imposed on the pipeline transportation of such
gas when it is shipped by a third-party manager of a person's
pipeline transportation. [2014 ¢ 216 § 302; (2010 ¢ 295 § 1
expired June 30, 2015); 2007 ¢ 58 § 1; 2000 ¢ 245 § 2; 1989
¢ 302 § 202; 1961 ¢ 15 § 82.04.310. Prior: 1959 ¢ 197 § 15;
prior: 1945 ¢ 249 § 2, part; 1943 ¢ 156 § 4, part; 1941 ¢ 178 §
6, part; 1939 ¢ 225 § 5, part; 1937 ¢ 227 § 4, part; 1935 ¢ 180
§ 11, part; Rem. Supp. 1945 § 8370-11, part.]

Effective date—Findings—Tax preference performance state-
ment—2014 ¢ 216: See notes following RCW 82.38.030.

Expiration date—2010 ¢ 295: "This act expires June 30, 2015." [2010
c295§2]

Finding, purpose—1989 ¢ 302: See note following RCW 82.04.120.

82.04.311 Exemptions—Tobacco settlement author-
ity. This chapter does not apply to income received by the
tobacco settlement authority under chapter 43.340 RCW.
[2002 ¢ 365 § 14.]

Additional notes found at www.leg.wa.gov

82.04.315 Exemptions—International banking facili-
ties. This chapter shall not apply to the gross receipts of an
international banking facility.

As used in this section, an "international banking facil-
ity" means a facility represented by a set of asset and liability
accounts segregated on the books and records of a commer-
cial bank, the principal office of which is located in this state,
and which is incorporated and doing business under the laws
of the United States or of this state, a United States branch or
agency of a foreign bank, an Edge corporation organized
under Section 25(a) of the Federal Reserve Act, 12 United
States Code 611-631, or an Agreement corporation having an
agreement or undertaking with the Board of Governors of the
Federal Reserve System under Section 25 of the Federal
Reserve Act, 12 United States Code 601-604(a), that includes
only international banking facility time deposits (as defined
in subsection (a)(2) of Section 204.8 of Regulation D (12
C.F.R. Part 204), as promulgated by the Board of Governors
of the Federal Reserve System), and international banking
facility extensions of credit (as defined in subsection (a)(3) of
Section 204.8 of Regulation D). [1982¢ 95§ 7.]

Additional notes found at www.leg.wa.gov

82.04.317 Exemptions—Motor vehicle sales by man-
ufacturers at wholesale auctions to dealers. This chapter
does not apply to amounts received by a motor vehicle man-
ufacturer, as defined in RCW 19.118.021, or by a financing
subsidiary of such motor vehicle manufacturer which subsid-
iary is at least fifty percent owned by the manufacturer, from
the sale of motor vehicles at wholesale auctions to dealers
licensed under chapter 46.70 RCW or dealers licensed by any
other state. [1997 ¢4 § 1.]

Additional notes found at www.leg.wa.gov

82.04.320 Exemptions—Insurance business. This
chapter shall not apply to any person in respect to insurance
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business upon which a tax based on gross premiums is paid to
the state: PROVIDED, That the provisions of this section
shall not exempt any person engaging in the business of rep-
resenting any insurance company, whether as general or local
agent, or acting as broker for such companies: PROVIDED
FURTHER, That the provisions of this section shall not
exempt any bonding company from tax with respect to gross
income derived from the completion of any contract as to
which it is a surety, or as to any liability as successor to the
liability of the defaulting contractor. [1961 c 15 § 82.04.320.
Prior: 1959 ¢ 197 § 16; prior: 1945 ¢ 249 § 2, part; 1943 ¢ 156
§ 4, part; 1941 ¢ 178 § 6, part; 1939 ¢ 225 § 5, part; 1937 ¢
227 § 4, part; 1935 ¢ 180 § 11, part; Rem. Supp. 1945 § 8370-
11, part.]

82.04.322 Exemptions—Health maintenance organi-
zation, health care service contractor, certified health
plan. This chapter does not apply to any health maintenance
organization, health care service contractor, or certified
health plan in respect to premiums or prepayments that are
taxable under RCW 48.14.0201. [1993 ¢ 492 § 303.]

Findings—Intent—1993 ¢ 492: See notes following RCW 43.20.050.

Additional notes found at www.leg.wa.gov

82.04.323 Exemption—Washington health benefit
exchange. (Expires July 1, 2023.) (1) The taxes imposed by
this chapter do not apply to amounts received by the Wash-
ington health benefit exchange established under chapter
43.71 RCW.

(2) This section expires July 1,2023. [2013 2nd sp.s.c 6
§8.]

Retroactive application—2013 2nd sp.s. ¢ 6 § 8: "Section 8 of this act
applies both prospectively and retroactively." [2013 2nd sp.s. ¢ 6 § 10.]

82.04.324 Exemptions—Qualifying blood, tissue, or
blood and tissue banks. (1) This chapter does not apply to
amounts received by a qualifying blood bank, a qualifying
tissue bank, or a qualifying blood and tissue bank to the
extent the amounts are exempt from federal income tax.

(2) For the purposes of this section:

(a) "Qualifying blood bank" means a blood bank that
qualifies as an exempt organization under 26 U.S.C.
501(c)(3) as existing on June 10, 2004, is registered pursuant
to 21 C.F.R., part 607 as existing on June 10, 2004, and
whose primary business purpose is the collection, prepara-
tion, and processing of blood. "Qualifying blood bank" does
not include a comprehensive cancer center that is recognized
as such by the national cancer institute.

(b) "Qualifying tissue bank" means a tissue bank that
qualifies as an exempt organization under 26 U.S.C.
501(c)(3) as existing on June 10, 2004, is registered pursuant
to 21 C.F.R., part 1271 as existing on June 10, 2004, and
whose primary business purpose is the recovery, processing,
storage, labeling, packaging, or distribution of human bone
tissue, ligament tissue and similar musculoskeletal tissues,
skin tissue, heart valve tissue, or human eye tissue. "Qualify-
ing tissue bank" does not include a comprehensive cancer
center that is recognized as such by the national cancer insti-
tute.

(c) "Qualifying blood and tissue bank" is a bank that
qualifies as an exempt organization under 26 U.S.C.

(2016 Ed.)

82.04.330

501(c)(3) as existing on June 10, 2004, is registered pursuant
to 21 C.F.R., part 607 and part 1271 as existing on June 10,
2004, and whose primary business purpose is the collection,
preparation, and processing of blood, and the recovery, pro-
cessing, storage, labeling, packaging, or distribution of
human bone tissue, ligament tissue and similar musculoskel-
etal tissues, skin tissue, and heart valve tissue. "Qualifying
blood and tissue bank" does not include a comprehensive
cancer center that is recognized as such by the national cancer
institute. [2004 ¢ 82 § 1; (2013 2nd sp.s. ¢ 13 § 1202 repealed
by 2013 2nd sp.s. ¢ 13 § 1907); 1995 2nd sp.s. ¢ 9 § 3.]
Intent—2013 2nd sp.s. ¢ 13: "Part XII of this act is intended to allow
flexibility for nonprofit organizations where qualifying activities will be pro-
vided by more than one organization. It is not the legislature's intent to
expand the lines of nontaxable activity. Therefore, the legislature further
intends to reassess the changes made in part XII of this act to ensure the

actual fiscal impact reasonably conforms with the fiscal estimate provided in
the fiscal note for the legislation." [2013 2nd sp.s. ¢ 13 § 1201.]

Effective date—2013 2nd sp.s. ¢ 13: See note following RCW
82.04.43393.

Additional notes found at www.leg.wa.gov

82.04.326 Exemptions—Qualified organ procure-
ment organizations. This chapter does not apply to amounts
received by a qualified organ procurement organization
under 42 U.S.C. Sec. 273(b) in effect as of January 1, 2001,
to the extent that the amounts are exempt from federal
income tax. [2002 ¢ 113 § 1.]

Additional notes found at www.leg.wa.gov

82.04.327 Exemptions—Adult family homes. This
chapter does not apply to adult family homes which are
licensed as such, or which are specifically exempt from
licensing, under rules of the department of social and health
services. [1987 Istex.s.c4 § 1.]

82.04.330 Exemptions—Sales of agricultural prod-
ucts. (1) This chapter does not apply to any farmer in respect
to the sale of any agricultural product at wholesale or to any
farmer who grows, raises, or produces agricultural products
owned by others, such as custom feed operations. This
exemption does not apply to any person selling such products
at retail or to any person selling manufactured substances or
articles. This chapter does not apply to bee pollination ser-
vices provided to a farmer by an eligible apiarist.

(2) This chapter also does not apply to any persons who
participate in the federal conservation reserve program or its
successor administered by the United States department of
agriculture with respect to land enrolled in that program.
[2015 3rd sp.s. ¢ 6 § 1103; 2014 ¢ 140 § 7; 2001 ¢ 118 § 3;
1993 sp.s. ¢ 25 § 305; 1988 ¢ 253 § 2; 1987 ¢ 23 § 4. Prior:
1985 ¢ 414 § 10; 1985 ¢ 148 § 1; 1965 ex.s. ¢ 173 § 7; 1961 ¢
15 § 82.04.330; prior: 959 ¢ 197 § 17; prior: 1945 ¢ 249 § 2,
part; 1943 ¢ 156 § 4, part; 1941 ¢ 178 § 6, part; 1939 ¢ 225 §
5, part; 1937 ¢ 227 § 4, part; 1935 ¢ 180 § 11, part; Rem.
Supp. 1945 § 8370-11, part.]

Tax preference performance statement—2015 3rd sp.s. ¢ 6 §§ 1102-
1106: "This section is the tax preference performance statement for the tax
preference contained in this Part XI. This performance statement is only
intended to be used for subsequent evaluation of the tax preference. It is not

intended to create a private right of action by any party or be used to deter-
mine eligibility for preferential tax treatment.
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It is the legislature's specific public policy objective to support the
honey bee industry and provide tax relief to eligible apiarists. Honey bees
pollinate eighty percent of the nation's flowering crops, which include agri-
cultural crops. They are vitally important to agriculture and an integral part
of food production. Therefore, the legislature intends to permanently include
eligible apiarists within the definition of farmer and define honey bee prod-
ucts as agricultural products so that they may receive the same tax relief as
that provided to other sectors of agriculture. Because the legislature intends
for the changes in this Part XI to be permanent, they are exempt from the ten-
year expiration provision in RCW 82.32.805." [2015 3rd sp.s. ¢ 6 § 1101.]

Tax preference intended to be permanent—2015 3rd sp.s. ¢ 6 §§
1102-1106: "The legislature intends for the amendments in this act to be per-
manent. Therefore, the amendments in Part XI of this act are exempt from
the provision in RCW 82.32.805 and 82.32.808." [2015 3rd sp.s.c 6 § 1108.]

Effective dates—2015 3rd sp.s. ¢ 6: See note following RCW
82.04.4266.

Deductions—Compensation for receiving, washing, etc., horticultural prod-
ucts for person exempt under RCW 82.04.330—Materials and supplies
used: RCW 82.04.4287.

Additional notes found at www.leg.wa.gov

82.04.331 Exemptions—Wholesale sales to farmers
of seed for planting, conditioning seed for planting owned
by others. (1) This chapter does not apply to amounts
received by a person engaging within this state in the busi-
ness of: (a) Making wholesale sales to farmers of seed condi-
tioned for use in planting and not packaged for retail sale; or
(b) conditioning seed for planting owned by others.

(2) For the purposes of this section, "seed" means seed
potatoes and all other "agricultural seed" as defined in RCW
15.49.011. "Seed" does not include "flower seeds" or "vege-
table seeds" as defined in RCW 15.49.011, or any other seeds
or propagative portions of plants used to grow marijuana,
ornamental flowers, or any type of bush, moss, fern, shrub, or
tree. [2014 ¢ 140 § 8; 1998 ¢ 170 § 2.]

Additional notes found at www.leg.wa.gov

82.04.332 Exemptions—Buying and selling at whole-
sale unprocessed milk, wheat, oats, dry peas, dry beans,
lentils, triticale, canola, corn, rye, and barley. This chap-
ter does not apply to amounts received from buying unpro-
cessed milk, wheat, oats, dry peas, dry beans, lentils, triticale,
canola, corn, rye, and barley, but not including any manufac-
tured products thereof, and selling the same at wholesale.
[2007 ¢ 131 § 1; 1998 ¢ 312 § 2.]

Additional notes found at www.leg.wa.gov

82.04.333 Exemptions—Small harvesters. In com-
puting tax under this chapter, a person who is a small har-
vester as defined in RCW 84.33.035 may deduct an amount
not to exceed one hundred thousand dollars per tax year from
the gross receipts or value of products proceeding or accruing
from timber harvested by that person. A deduction under this
section may not reduce the amount of tax due to less than
zero. [2011 ¢ 101 § 4;2007 ¢ 48 § 5; 1990 ¢ 141 § 1.]

Effective date—2007 c 48: See note following RCW 82.04.260.

82.04.334 Exemptions—Standing timber. This chap-
ter does not apply to any sale of standing timber excluded
from the definition of "sale" in RCW 82.45.010(3). The defi-
nitions in *RCW 82.04.260(11) apply to this section. [2010
Ist sp.s. ¢ 23 § 512; 2007 c 48 § 3.]

*Reviser's note: RCW 82.04.260 was amended by 2011 ¢ 2 § 203 (Ini-
tiative Measure No. 1107), changing subsection (11) to subsection (12).

[Title 82 RCW—page 50]

Title 82 RCW: Excise Taxes

Effective date—2010 1st sp.s. ¢ 23: See note following RCW
82.04.4292.

Findings—Intent—2010 1st sp.s. ¢ 23: See notes following RCW
82.04.220.

Effective date—2007 ¢ 48: See note following RCW 82.04.260.

82.04.335 Exemptions—Agricultural fairs. This
chapter shall not apply to any business of any bona fide agri-
cultural fair, if no part of the net earnings therefrom inures to
the benefit of any stockholder or member of the association
conducting the same: PROVIDED, That any amount paid for
admission to any exhibit, grandstand, entertainment, or other
feature conducted within the fairgrounds by others shall be
taxable under the provisions of this chapter, except as other-
wise provided by law. [1965 ex.s. ¢ 145 § 1.]

82.04.337 Exemptions—Amounts received by hop
growers or dealers for processed hops shipped outside the
state. This chapter shall not apply to amounts received by
hop growers or dealers for hops which are shipped outside the
state of Washington for first use, if those hops have been pro-
cessed into extract, pellets, or powder in this state. This sec-
tion does not exempt a processor or warehouser from taxation
under this chapter on amounts charged for processing or
warehousing. [1987 ¢ 495 § 1.]

82.04.338 Exemptions—Hop commodity commission
or hop commodity board business. This chapter does not
apply to any nonprofit organization in respect to gross
income derived from business activities for a hop commodity
commission or hop commodity board created by state statute
or created under chapter 15.65 or 15.66 RCW if: (1) The
activity is approved by a referendum conducted by the com-
mission or board; (2) the person is specified in information
distributed by the commission or board for the referendum as
a person who is to conduct the activity; and (3) the referen-
dum is conducted in the manner prescribed by the statutes
governing the commission or board for approving assess-
ments or expenditures, or otherwise authorizing or approving
activities of the commission or board. As used in this section,
"nonprofit organization" means an organization that is
exempt from federal income tax under 26 U.S.C. [Sec.]
501(c)(5). [1998 ¢ 200 § 1.]

82.04.339 Exemptions—Day care provided by
churches. This chapter shall not apply to amounts derived
by a church that is exempt from property tax under RCW
84.36.020 from the provision of care for children for periods
of less than twenty-four hours. [1992 ¢ 81 § 1.]

82.04.3395 Exemptions—Child care resource and
referral services by nonprofit organizations. This chapter
does not apply to nonprofit organizations in respect to
amounts derived from the provision of child care resource
and referral services. [1995 2nd sp.s. ¢ 11 § 3.]

Additional notes found at www.leg.wa.gov

82.04.340 Exemptions—Boxing, sparring, or wres-
tling matches. This chapter shall not apply to any person in
respect to the business of conducting boxing contests and
sparring or wrestling matches and exhibitions for the conduct
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of which a license must be secured from the department of
licensing. [2000 ¢ 103 § 6; 1988 c 19 § 4; 1961 ¢ 15§
82.04.340. Prior: 1959 ¢ 197 § 18; prior: 1945 ¢ 249 § 2, part;
1943 ¢ 156 § 4, part; 1941 ¢ 178 § 6, part; 1939 ¢ 225 § 5,
part; 1937 ¢ 227 § 4, part; 1935 ¢ 180 § 11, part; Rem. Supp.
1945 § 8370-11, part.]

82.04.350 Exemptions—Racing. Except as provided
in RCW 82.04.286(1), this chapter shall not apply to any per-
son in respect to the business of conducting race meets for the
conduct of which a license must be secured from the horse
racing commission. [2005 ¢ 369 § 7; 1961 ¢ 15 § 82.04.350.
Prior: 1959 ¢ 197 § 19; prior: 1945 ¢ 249 § 2, part; 1943 ¢ 156
§ 4, part; 1941 ¢ 178 § 6, part; 1939 ¢ 225 § 5, part; 1937 ¢
227 § 4, part; 1935 ¢ 180 § 11, part; Rem. Supp. 1945 § 8370-
11, part.]

Findings—Intent—Severability—Effective date—2005 ¢ 369: See
notes following RCW 43.20A.890.

82.04.355 Exemptions—Ride sharing. This chapter
does not apply to any funds received in the course of com-
muter ride sharing or ride sharing for persons with special
transportation needs in accordance with RCW 46.74.010.
[1999 ¢ 358 § 8;1979c 111 § 17.]

Additional notes found at www.leg.wa.gov

82.04.360 Exemptions—Employees—Independent
contractors—Booth renters. (1) This chapter does not
apply to any person in respect to his or her employment in the
capacity of an employee or servant as distinguished from that
of an independent contractor. For the purposes of this section,
the definition of employee includes those persons that are
defined in section 3121(d)(3)(B) of the federal internal reve-
nue code of 1986, as amended through January 1, 1991.

(2) Until July 1, 2010, this chapter does not apply to
amounts received by an individual from a corporation as
compensation for serving as a member of that corporation's
board of directors. Beginning on July 1, 2010, such amounts
are taxable under RCW 82.04.290(2).

(3) A booth renter is an independent contractor for pur-
poses of this chapter. For purposes of this section, "booth
renter” means any person who:

(a) Performs cosmetology, barbering, esthetics, or mani-
curing services for which a license is required under chapter
18.16 RCW; and

(b) Pays a fee for the use of salon or shop facilities and
receives no compensation or other consideration from the
owner of the salon or shop for the services performed. [2010
Istsp.s.c 23 §702;2010 ¢ 106 § 207. Prior: 1991 ¢ 324 § 19;
1991 ¢ 275 § 2; 1961 ¢ 15 § 82.04.360; prior: 1959 ¢ 197 §
20; prior: 1945 ¢ 249, § 2, part; 1943 ¢ 156 § 4, part; 1941 ¢
178 § 6, part; 1939 ¢ 225 § 5, part; 1937 ¢ 227 § 4, part; 1935
¢ 180 § 11, part; Rem. Supp. 1945 § 8370-11, part.]

Application—Refunds—2010 1st sp.s. ¢ 23 §§ 702 and 1704: "In
accordance with Article VIII, section 5 of the state Constitution, sections 702
and 1704 of this act do not authorize refunds of business and occupation tax
validly collected before July 1, 2010, on amounts received by an individual

from a corporation as compensation for serving as a member of that corpora-
tion's board of directors." [2010 Ist sp.s. ¢ 23 § 1705.]

Intent—Findings—2010 1st sp.s. ¢ 23: "(1) In adopting the state's
business and occupation tax, the legislature intended to tax virtually all busi-
ness activities carried on within the state. See Simpson Inv. Co. v. Dep't of
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Revenue, 141 Wn.2d 139, 149 (2000). The legislature recognizes that the
business and occupation tax applies to all activities engaged in with the
object of gain, benefit, or advantage to the taxpayer or to another person or
class, directly or indirectly, unless a specific exemption applies.

(2) One of the major business and occupation tax exemptions is pro-
vided in RCW 82.04.360 for income earned as an employee or servant as dis-
tinguished from income earned as an independent contractor. The legisla-
ture's intent in providing this exemption was to exempt employee wages
from the business and occupation tax but not to exempt income earned as an
independent contractor.

(3) The legislature finds that corporate directors are not employees or
servants of the corporation whose board they serve on and therefore are not
entitled to a business and occupation tax exemption under RCW 82.04.360.
The legislature further finds that there are no business and occupation tax
exemptions for compensation received for serving as a member of a corpora-
tion's board of directors.

(4) The legislature also finds that there is a widespread misunderstand-
ing among corporate directors that the business and occupation tax does not
apply to the compensation they receive for serving as a director of a corpora-
tion. It is the legislature's expectation that the department of revenue will
take appropriate measures to ensure that corporate directors understand and
comply with their business and occupation tax obligations with respect to
their director compensation. However, because of the widespread misunder-
standing by corporate directors of their liability for business and occupation
tax on director compensation, the legislature finds that it is appropriate in this
unique situation to provide limited relief against the retroactive assessment
of business and occupation taxes on corporate director compensation.

(5) The legislature also reaffirms its intent that all income of all indepen-
dent contractors is subject to business and occupation tax unless specifically
exempt under the Constitution or laws of this state or the United States."
[2010 1st sp.s.c 23 § 701.]

Effective date—2010 1st sp.s. ¢ 23 §§ 107, 601, 602, 702, 902, 1202,
and 1401-1405: See note following RCW 82.04.2907.

Retroactive application—2010 1st sp.s. ¢ 23 §§ 402 and 702: See note
following RCW 82.04.423.

Findings—Intent—2010 1st sp.s. ¢ 23: See notes following RCW
82.04.220.

Effective date—2010 ¢ 106: See note following RCW 35.102.145.

Finding—Intent—1991 ¢ 275: "(1) The legislature finds:

(a) The existing state policy is to exempt employees from the business
and occupation tax.

(b) It has been difficult to distinguish, for business and occupation tax
purposes, between independent contractors and employees who are in the
business of selling life insurance. The tests commonly used by the depart-
ment of revenue to determine tax status have not successfully differentiated
employees from independent contractors when applied to the life insurance
industry.

(2) The intent of this act is to apply federal tax law and rules to distin-
guish between employees and independent contractors for business and
occupation tax purposes, solely for the unique business of selling life insur-
ance." [1991 ¢ 275§ 1.]

Additional notes found at www.leg.wa.gov

82.04.363 Exemptions—Camp or conference cen-
ter—Items sold or furnished by nonprofit organization.
This chapter does not apply to amounts received by a non-
profit organization from the sale or furnishing of the follow-
ing items at a camp or conference center conducted on prop-
erty exempt from property tax under RCW 84.36.030 (1), (2),
or (3):

(1) Lodging, conference and meeting rooms, camping
facilities, parking, and similar licenses to use real property;

(2) Food and meals;

(3) Books, tapes, and other products, including books
and other products that are transferred electronically, that are
available exclusively to the participants at the camp, confer-
ence, or meeting and are not available to the public at large.
[2009 ¢ 535 § 409; 1997 ¢ 388 § 1.]

Intent—Construction—2009 ¢ 535: See notes following RCW
82.04.192.

[Title 82 RCW—page 51]



82.04.3651

Additional notes found at www.leg.wa.gov

82.04.3651 Exemptions—Amounts received by non-
profit organizations for fund-raising activities. (1) This
chapter does not apply to amounts received from fund-raising
activities by nonprofit organizations, as defined in subsection
(2) of this section, and libraries as defined in RCW
27.12.010.

(2) As used in this section, a "nonprofit organization"
means:

(a) An organization exempt from tax under section
501(c) (3), (4), or (10) of the federal internal revenue code
(26 U.S.C. Sec. 501(c) (3), (4), or (10));

(b) A nonprofit organization that would qualify under (a)
of this subsection except that it is not organized as a nonprofit
corporation; or

(c) A nonprofit organization that meets all of the follow-
ing criteria:

(i) The members, stockholders, officers, directors, or
trustees of the organization do not receive any part of the
organization's gross income, except as payment for services
rendered;

(ii)) The compensation received by any person for ser-
vices rendered to the organization does not exceed an amount
reasonable under the circumstances; and

(iii) The activities of the organization do not include a
substantial amount of political activity, including but not lim-
ited to influencing legislation and participation in any cam-
paign on behalf of any candidate for political office.

(3) As used in this section, the term "fund-raising activ-
ity" means soliciting or accepting contributions of money or
other property or activities involving the anticipated
exchange of goods or services for money between the solicit-
ing organization and the organization or person solicited, for
the purpose of furthering the goals of the nonprofit organiza-
tion. "Fund-raising activity" does not include the operation of
a regular place of business in which sales are made during
regular hours such as a bookstore, thrift shop, restaurant, or
similar business or the operation of a regular place of busi-
ness from which services are provided or performed during
regular hours such as the provision of retail, personal, or pro-
fessional services. The sale of used books, used videos, used
sound recordings, or similar used information products in a
library, as defined in RCW 27.12.010, is not the operation of
a regular place of business for the purposes of this section, if
the proceeds of the sales are used to support the library.
[2010 ¢ 106 § 208; 1999 ¢ 358 § 3; 1998 ¢ 336 § 2.]

Effective date—2010 ¢ 106: See note following RCW 35.102.145.

Findings—1998 ¢ 336: "The legislature finds that nonprofit educa-
tional, charitable, religious, scientific, and social welfare organizations pro-
vide many public benefits to the people of the state of Washington. There-
fore, the legislature finds that it is in the best interests of the state of Wash-
ington to provide a limited excise tax exemption for fund-raising activities
for certain nonprofit organizations." [1998 ¢ 336 § 1.]

Sales tax exemptions: RCW 82.08.02573.

Additional notes found at www.leg.wa.gov

82.04.367 Exemptions—Nonprofit organizations
that are guarantee agencies, issue debt, or provide guar-
antees for student loans. This chapter does not apply to
gross income received by nonprofit organizations exempt
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from federal income tax under section 501(c)(3) of the inter-
nal revenue code of 1954, as amended, that:

(1) Are guarantee agencies under the federal guaranteed
student loan program or that issue debt to provide or acquire
student loans; or

(2) Provide guarantees for student loans made through
programs other than the federal guaranteed student loan pro-
gram. [1998 ¢ 324 § 1; 1987 c 433 § 1.]

82.04.368 Exemptions—Nonprofit organizations—
Credit and debt services. This chapter does not apply to
nonprofit organizations in respect to amounts derived from
provision of the following services:

(1) Presenting individual and community credit educa-
tion programs including credit and debt counseling;

(2) Obtaining creditor cooperation allowing a debtor to
repay debt in an orderly manner;

(3) Establishing and administering negotiated repayment
programs for debtors; or

(4) Providing advice or assistance to a debtor with regard
to subsection (1), (2), or (3) of this section. [1993 ¢ 390 § 1.]

82.04.370 Exemptions—Certain fraternal and bene-
ficiary organizations. This chapter shall not apply to frater-
nal benefit societies or fraternal fire insurance associations,
as described in Title 48 RCW; nor to beneficiary corporations
or societies organized under and existing by virtue of Title 24
RCW, if such beneficiary corporations or societies provide in
their bylaws for the payment of death benefits. Exemption is
limited, however, to gross income from premiums, fees,
assessments, dues or other charges directly attributable to the
insurance or death benefits provided by such societies, asso-
ciations, or corporations. [1961 ¢ 293 § 4; 1961 ¢ 15 §
82.04.370. Prior: 1959 ¢ 197 § 21; prior: 1945 ¢ 249 § 2, part;
1943 ¢ 156 § 4, part; 1941 ¢ 178 § 6, part; 1939 ¢ 225 § 5,
part; 1937 ¢ 227 § 4, part; 1935 ¢ 180 § 11, part; Rem. Supp.
1945 § 8370-11, part.]

82.04.380 Exemptions—Certain corporations fur-
nishing aid and relief. This chapter shall not apply to the
gross sales or the gross income received by corporations
which have been incorporated under any act of the congress
of the United States of America and whose principal pur-
poses are to furnish volunteer aid to members of the armed
forces of the United States and also to carry on a system of
national and international relief and to apply the same in mit-
igating the sufferings caused by pestilence, famine, fire,
floods, and other national calamities and to devise and carry
on measures for preventing the same. [1961 ¢ 15 §
82.04.380. Prior: 1959 ¢ 197 § 22; prior: 1945 ¢ 249 § 2, part;
1943 ¢ 156 § 4, part; 1941 ¢ 178 § 6, part; 1939 ¢ 225 § 5,
part; 1937 ¢ 227 § 4, part; 1935 ¢ 180 § 11, part; Rem. Supp.
1945 § 8370-11, part.]

82.04.385 Exemptions—Operation of sheltered
workshops. This chapter shall not apply to income received
from the department of social and health services for the cost
of care, maintenance, support, and training of persons with
developmental disabilities at nonprofit group training homes
as defined by chapter 71A.22 RCW or to the business activi-
ties of nonprofit organizations from the operation of sheltered
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workshops. For the purposes of this section, "the operation of
sheltered workshops" means performance of business activi-
ties of any kind on or off the premises of such nonprofit orga-
nizations which are performed for the primary purpose of (1)
providing gainful employment or rehabilitation services to
the handicapped as an interim step in the rehabilitation pro-
cess for those who cannot be readily absorbed in the compet-
itive labor market or during such time as employment oppor-
tunities for them in the competitive labor market do not exist;
or (2) providing evaluation and work adjustment services for
handicapped individuals. [1988 ¢ 176 § 915; 1988 ¢ 13 § 1;
1972 ex.s. ¢ 134 § 1; 1970 ex.s. ¢ 81 § 3.]

Reviser's note: This section was amended by 1988 ¢ 13 § 1 and by 1988
¢ 176 § 915, each without reference to the other. Both amendments are incor-

porated in the publication of this section under RCW 1.12.025(2). For rule of
construction, see RCW 1.12.025(1).

82.04.390 Exemptions—Amounts derived from sale
of real estate. This chapter shall not apply to gross proceeds
derived from the sale of real estate. This however, shall not
be construed to allow a deduction of amounts received as
commissions from the sale of real estate, nor as fees, handling
charges, discounts, interest or similar financial charges
resulting from, or relating to, real estate transactions. [1961 ¢
15 § 82.04.390. Prior: 1959 ex.s. ¢ 5 § 8; 1959 ¢ 197 § 23;
prior: 1945 ¢ 249 § 2, part; 1943 ¢ 156 § 4, part; 1941 ¢ 178 §
6, part; 1939 ¢ 225 § 5, part; 1937 ¢ 227 § 4, part; 1935 ¢ 180
§ 11, part; Rem. Supp. 1945 § 8370-11, part.]

82.04.392 Exemptions—Mortgage brokers' third-
party provider services trust accounts. This chapter shall
not apply to amounts received from trust accounts to mort-
gage brokers for the payment of third-party costs if the
accounts are operated in a manner consistent with RCW
19.146.050 and any rules adopted by the director of financial
institutions. [1998 ¢ 311 § 3; 1997 ¢ 106 § 21.]

Intent—Retroactive application—1998 ¢ 311 §§ 1 and 3: See note
following RCW 19.146.050.

Additional notes found at www.leg.wa.gov

82.04.399 Exemptions—Sales of academic tran-
scripts. This chapter does not apply to amounts received
from sales of academic transcripts by educational institu-
tions. [1996 ¢ 272 § 1.]

Additional notes found at www.leg.wa.gov

82.04.405 Exemptions—Credit unions. This chapter
shall not apply to the gross income of credit unions organized
under the laws of this state, any other state, or the United
States. [1998 ¢ 311 § 4; 1970 ex.s. ¢ 101 § 3.]

Additional notes found at www.leg.wa.gov

82.04.408 Exemptions—Housing finance commis-
sion. This chapter does not apply to income received by the
state housing finance commission under chapter 43.180
RCW. [1983 ¢ 161 § 25.]

Additional notes found at www.leg.wa.gov

82.04.410 Exemptions—Hatching eggs and poultry.
This chapter shall not apply to amounts derived by persons
engaged in the production and sale of hatching eggs or poul-
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try for use in the production for sale of poultry or poultry
products. [1967 ex.s. ¢ 149 § 15; 1961 c 15 § 82.04.410.
Prior: 1959 ¢ 197 § 25; prior: 1945 ¢ 249 § 2, part; 1943 ¢ 156
§ 4, part; 1941 ¢ 178 § 6, part; 1939 ¢ 225 § 5, part; 1937 ¢
227 § 4, part; 1935 ¢ 180 § 11, part; Rem. Supp. 1945 § 8370-
11, part.]

82.04.415 Exemptions—Sand, gravel and rock taken
from county or city pits or quarries, processing and han-
dling costs. This chapter shall not apply to:

(1) The cost of or charges made for labor and services
performed in respect to the mining, sorting, crushing, screen-
ing, washing, hauling, and stockpiling of sand, gravel, and
rock, when such sand, gravel, or rock is taken from a pit or
quarry which is owned by or leased to a county or city and
such sand, gravel, or rock is either stockpiled in said pit or
quarry for placement or is placed on the street, road, place, or
highway of the county or city by the county or city itself; or

(2) The cost of or charges for such labor and services if
any such sand, gravel, or rock is sold by the county or city to
a county, or a city at actual cost for placement on a publicly
owned street, road, place, or highway.

The exemption provided for in this section shall not
apply to the cost of or charges for such labor and services if
the sand, gravel, or rock is used for other than public road
purposes or is sold otherwise than as provided for in this sec-
tion. [1965 ex.s.c 173 § 10.]

Additional notes found at www.leg.wa.gov

82.04.416 Exemptions—Operation of state route No.
16. This chapter does not apply to amounts received from
operating state route number 16 corridor transportation sys-
tems and facilities constructed and operated under chapter
47.46 RCW. [1998 ¢ 179 § 3.]

Finding—1998 ¢ 179: See note following RCW 35.21.718.

82.04.418 Exemptions—Grants by United States
government to municipal corporations or political subdi-
visions. The provisions of this chapter shall not apply to
grants received from the state or the United States govern-
ment by municipal corporations or political subdivisions of
the state of Washington. [1983 1st ex.s. ¢ 66 § 2.]

82.04.419 Exemptions—County, city, town, school
district, or fire district activity. This chapter shall not apply
to any county, city, town, school district, or fire district activ-
ity, regardless of how financed, other than a utility or enter-
prise activity as defined by the state auditor pursuant to RCW
35.33.111 and 36.40.220 and upon which the tax imposed
pursuant to this chapter had previously applied. Nothing con-
tained in this section shall limit the authority of the legislature
to authorize the imposition of such tax prospectively upon
such activities as the legislature shall specifically designate.
[1983 1st ex.s. c 66 § 3.]

82.04.4201 Exemptions—Sales/leasebacks by
regional transit authorities. This chapter does not apply to
amounts received as lease payments paid by a seller/lessee to
a lessor under a sale/leaseback agreement under RCW
81.112.300 in respect to tangible personal property used by
the seller/lessee, or to the purchase amount paid by the lessee
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under an option to purchase at the end of the lease term.
[2000 2nd sp.s. c 4 § 24.]

Findings—Construction—2000 2nd sp.s. ¢ 4 §§ 18-30: See notes fol-
lowing RCW 81.112.300.

82.04.421 Exemptions—Out-of-state membership
sales in discount programs. (1) For the purposes of this sec-
tion, "qualifying discount program" means a membership
program, club, or plan that entitles the member to discounts
on services or products sold by others. The term does not
include any discount program which in part or in total entitles
the member to discounts on services or products sold by the
seller of the membership or an affiliate of the seller of the
membership. "Affiliate," for the purposes of this section,
means any person who directly, or indirectly through one or
more intermediaries, controls, or is controlled by, or is under
common control with, the seller.

(2) Persons selling memberships in a qualifying discount
program are not subject to tax under this chapter on that por-
tion of the membership sales where the seller delivers the
membership materials to the purchaser who receives them at
a point outside this state. [1997 ¢ 408 § 1.]

Additional notes found at www.leg.wa.gov

82.04.422 Exemptions—Wholesale sales of motor
vehicles. (1) This chapter does not apply to amounts
received by a motor vehicle dealer licensed under chapter
46.70 RCW, or a dealer licensed by any other state, for the
wholesale sale of used motor vehicles at auctions to licensed
dealers.

(2) This chapter does not apply to amounts derived by a
new car dealer from wholesale sales of new motor vehicles to
other new car dealers making sales of new motor vehicles of
the same make. This exemption does not apply to amounts
derived by a manufacturer, distributor, or factory branch as
defined in chapter 46.70 RCW. [2004 ¢ 81 § 1;2001 ¢ 258 §
1.]

Additional notes found at www.leg.wa.gov

82.04.423 Exemptions—Sales by certain out-of-state
persons to or through direct seller's representatives. (1)
Prior to May 1, 2010, this chapter does not apply to any per-
son in respect to gross income derived from the business of
making sales at wholesale or retail if such person:

(a) Does not own or lease real property within this state;
and

(b) Does not regularly maintain a stock of tangible per-
sonal property in this state for sale in the ordinary course of
business; and

(c) Is not a corporation incorporated under the laws of
this state; and

(d) Makes sales in this state exclusively to or through a
direct seller's representative.

(2) For purposes of this section, the term "direct seller's
representative” means a person who buys only consumer
products on a buy-sell basis or a deposit-commission basis
for resale, by the buyer or any other person, in the home or
otherwise than in a permanent retail establishment, or who
sells at retail, or solicits the sale at retail of, only consumer
products in the home or otherwise than in a permanent retail
establishment; and
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(a) Substantially all of the remuneration paid to such per-
son, whether or not paid in cash, for the performance of ser-
vices described in this subsection is directly related to sales or
other output, including the performance of services, rather
than the number of hours worked; and

(b) The services performed by the person are performed
pursuant to a written contract between such person and the
person for whom the services are performed and such con-
tract provides that the person will not be treated as an
employee with respect to such purposes for federal tax pur-
poses.

(3) Nothing in this section may be construed to imply
that a person exempt from tax under this section was engaged
in a business activity taxable under this chapter prior to
August 23, 1983. [2010 1st sp.s. ¢ 23 § 402; 1983 Istex.s. ¢
66§ 5.]

Retroactive application—2010 1st sp.s. ¢ 23 §§ 402 and 702: "Sec-
tions 402 and 702 of this act apply both retroactively and prospectively."
[2010 Istsp.s.c 23 § 1704.]

Application—Refunds—2010 1st sp.s. ¢ 23 §§ 702 and 1704: See
note following RCW 82.04.360.

Application—Final judgments—2010 1st sp.s. ¢ 23 § 402: "Section
402 of this act does not affect any final judgments, not subject to appeal,
entered by a court of competent jurisdiction before May 1, 2010." [2010 1st
sp.s. ¢ 23 § 1706.]

Intent—Findings—2010 1st sp.s. ¢ 23: "(1) A business and occupation
tax exemption is provided in RCW 82.04.423 for certain out-of-state sellers
that sell consumer products exclusively to or through a direct seller's repre-
sentative. The intent of the legislature in enacting this exemption was to pro-
vide a narrow exemption for out-of-state businesses engaged in direct sales
of consumer products, typically accomplished through in-home parties or
door-to-door selling.

(2) In Dot Foods, Inc. v. Dep't of Revenue, Docket No. 81022-2 (Sep-
tember 10, 2009), the Washington supreme court held that the exemption in
RCW 82.04.423 applied to a taxpayer: (a) That sold nonconsumer products
through its representative in addition to consumer products; and (b) whose
consumer products were ultimately sold at retail in permanent retail estab-
lishments.

(3) The legislature finds that most out-of-state businesses selling con-
sumer products in this state will either be eligible for the exemption under
RCW 82.04.423 or could easily restructure their business operations to qual-
ify for the exemption. As a result, the legislature expects that the broadened
interpretation of the direct sellers' exemption will lead to large and devastat-
ing revenue losses. This comes at a time when the state's existing budget is
facing a two billion six hundred million dollar shortfall, which could grow,
while at the same time the demand for state and state-funded services is also
growing. Moreover, the legislature further finds that RCW 82.04.423 pro-
vides preferential tax treatment for out-of-state businesses over their in-state
competitors and now creates a strong incentive for in-state businesses to
move their operations outside Washington.

(4) Therefore, the legislature finds that it is necessary to reaffirm the leg-
islature's intent in establishing the direct sellers' exemption and prevent the
loss of revenues resulting from the expanded interpretation of the exemption
by amending RCW 82.04.423 retroactively to conform the exemption to the
original intent of the legislature and by prospectively ending the direct sell-
ers' exemption as of May 1, 2010." [2010 Ist sp.s. ¢ 23 § 401.]

Effective date—2010 1st sp.s. ¢ 23: See note following RCW
82.32.655.

Findings—Intent—2010 1st sp.s. ¢ 23: See notes following RCW
82.04.220.

82.04.424 Exemptions—Certain in-state activities.
(Contingent expiration date.) (1) This chapter does not
apply to a person making retail sales in Washington if:

(a) The person's activities in this state, whether con-
ducted directly or through another person, are limited to:

(i) The storage, dissemination, or display of advertising;

(i1) The taking of orders; or
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(iii) The processing of payments; and

(b) The activities are conducted electronically via a web
site on a server or other computer equipment located in
Washington that is not owned or operated by the person mak-
ing sales into this state nor owned or operated by an affiliated
person. For purposes of this section, persons are "affiliated
persons" with respect to each other where one of the persons
has an ownership interest of more than five percent, whether
direct or indirect, in the other, or where an ownership interest
of more than five percent, whether direct or indirect, is held
in each of the persons by another person or by a group of
other persons which are affiliated with respect to each other.

(2)(a) This section expires when: (i) The United States
congress grants individual states the authority to impose sales
and use tax collection duties on remote sellers; or (ii) it is
determined by a court of competent jurisdiction, in a judg-
ment not subject to review, that a state can impose sales and
use tax collection duties on remote sellers.

(b) The department of revenue must provide notice of the
expiration date of this section to affected parties, the chief
clerk of the house of representatives, the secretary of the sen-
ate, the office of the code reviser, and others as deemed
appropriate by the department. [2015 3rd sp.s. ¢ 5 § 206;
2003 ¢ 76 § 2.]

Effective dates—Finding—Intent—2015 3rd sp.s. ¢ 5: See notes fol-
lowing RCW 82.08.052.

Intent—2003 ¢ 76: "It is the intent of the legislature to exempt from
business and occupation tax and to relieve from the obligation to collect sales
and use tax from certain sellers with very limited connections to Washing-
ton. These sellers are currently relieved from the obligation to collect sales
and use tax because of the provisions of the federal internet tax freedom act.
The legislature intends to continue to relieve these particular sellers from that
obligation in the event that the federal internet tax freedom act is not
extended. The legislature further intends that any relief from tax obligations
provided by this act expire at such time as the United States congress grants
individual states the authority to impose sales and use tax collection duties
on remote sellers, or a court of competent jurisdiction, in a judgment not sub-
ject to review, determines that a state can impose sales and use tax collection
duties on remote sellers." [2003 ¢ 76 § 1.]

82.04.425 Exemptions—Accommodation sales. This
chapter shall not apply to sales for resale by persons regularly
engaged in the business of making sales of the type of prop-
erty so sold to other persons similarly engaged in the business
of selling such property where (1) the amount paid by the
buyer does not exceed the amount paid by the seller to his or
her vendor in the acquisition of the article and (2) the sale is
made as an accommodation to the buyer to enable him or her
to fill a bona fide existing order of a customer or is made
within fourteen days to reimburse in kind a previous accom-
modation sale by the buyer to the seller; nor to sales by a
wholly owned subsidiary of a person making sales at retail
which are exempt under RCW 82.08.0262 when the parent
corporation shall have paid the tax imposed under this chap-
ter. [2013 ¢23 § 315; 1980 ¢ 37 § 78; 1965 ex.s. ¢ 173 § 9;
1961 ¢ 15 § 82.04.425. Prior: 1955¢ 95§ 1.]

Intent—1980 ¢ 37: See note following RCW 82.04.4281.

Additional notes found at www.leg.wa.gov

82.04.4251 Exemptions—Convention and tourism
promotion. This chapter does not apply to amounts received
by a nonprofit corporation organized under chapter 24.03
RCW as payments or contributions from the state or any
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county, city, town, municipal corporation, quasi-municipal
corporation, federally recognized Indian tribe, port district, or
public corporation for the promotion of conventions and tour-
ism. [2006 ¢ 310§ 1.]

82.04.426 Exemptions—Semiconductor microchips.
(Contingent effective date; contingent expiration date.) (1)
The tax imposed by RCW 82.04.240(2) does not apply to any
person in respect to the manufacturing of semiconductor
microchips.

(2) For the purposes of this section:

(a) "Manufacturing semiconductor microchips" means
taking raw polished semiconductor wafers and embedding
integrated circuits on the wafers using processes such as
masking, etching, and diffusion; and

(b) "Integrated circuit" means a set of microminiatur-
ized, electronic circuits.

(3) A person reporting under the tax rate provided in this
section must file a complete annual report with the depart-
ment under RCW 82.32.534.

(4) This section expires nine years after *the effective
date of this act. [2010 ¢ 114 § 110; 2003 ¢ 149 § 2.]

*Reviser's note: "The effective date of this act" refers to chapter 149,
Laws of 2003.
Finding—Intent—2010 ¢ 114: See note following RCW 82.32.585.

Findings—Intent—2003 ¢ 149: "The legislature finds that the welfare
of the people of the state of Washington is positively impacted through the
encouragement and expansion of family wage employment in the state's
manufacturing industries. The legislature further finds that targeting tax
incentives to focus on key industry clusters is an important business climate
strategy. The Washington competitiveness council has recognized the semi-
conductor industry, which includes the design and manufacture of semicon-
ductor materials, as one of the state's existing key industry clusters. Busi-
nesses in this cluster in the state of Washington are facing increasing pres-
sure to expand elsewhere. The sales and use tax exemptions for
manufacturing machinery and equipment enacted by the 1995 legislature
improved Washington's ability to compete with other states for manufactur-
ing investment. However, additional incentives for the semiconductor cluster
need to be put in place in recognition of the unique forces and global issues
involved in business decisions that key businesses in this cluster face.

Therefore, the legislature intends to enact comprehensive tax incentives
for the semiconductor cluster that address activities of the lead product
industry and its suppliers and customers. Tax incentives for the semiconduc-
tor cluster are important in both retention and expansion of existing business
and attraction of new businesses, all of which will strengthen this cluster.
The legislature also recognizes that the semiconductor industry involves
major investment that results in significant construction projects, which will
create jobs and bring many indirect benefits to the state during the construc-
tion phase." [2003 ¢ 149 § 1.]

82.04.4261 Exemptions—Federal small business
innovation research program. This chapter does not apply
to amounts received by any person for research and develop-
ment under the federal small business innovation research
program (114 Stat. 2763A; 15 U.S.C. Sec. 638 et seq.). [2004
c2§9.]

Additional notes found at www.leg.wa.gov

82.04.4262 Exemptions—Federal small business
technology transfer program. This chapter does not apply
to amounts received by any person for research and develop-
ment under the federal small business technology transfer
program (115 Stat. 263; 15 U.S.C. Sec. 638 et seq.). [2004 ¢
2§ 10.]

Additional notes found at www.leg.wa.gov
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82.04.4263 Exemptions—Income received by the life
sciences discovery fund authority. This chapter does not
apply to income received by the life sciences discovery fund
authority under chapter 43.350 RCW. [2005 ¢ 424 § 11.]

Additional notes found at www.leg.wa.gov

82.04.4264 Exemptions—Nonprofit assisted living
facilities—Room and domiciliary care. (1) This chapter
does not apply to amounts received by a nonprofit assisted
living facility licensed under chapter 18.20 RCW for provid-
ing room and domiciliary care to residents of the assisted liv-
ing facility.

(2) As used in this section:

(a) "Domiciliary care" has the meaning provided in
RCW 18.20.020.

(b) "Nonprofit assisted living facility" means an assisted
living facility that is operated as a religious or charitable
organization, is exempt from federal income tax under 26
U.S.C. Sec. 501(c)(3), is incorporated under chapter 24.03
RCW, is operated as part of a nonprofit hospital, or is oper-
ated as part of a public hospital district. [2012 ¢ 10 § 71;
2005 ¢ 514 § 301.]

Application—2012 ¢ 10: See note following RCW 18.20.010.

Additional notes found at www.leg.wa.gov

82.04.4265 Exemptions—Comprehensive cancer
centers. (1) This chapter does not apply to amounts received
by a comprehensive cancer center to the extent the amounts
are exempt from federal income tax.

(2) For the purposes of this section, "comprehensive can-
cer center" means a cancer center that has written confirma-
tion that it is recognized by the national cancer institute as a
comprehensive cancer center and that qualifies as an exempt
organization under 26 U.S.C. Sec. 501(c)(3) as existing on
July 1, 2006. [2005 ¢ 514 § 401.]

Additional notes found at www.leg.wa.gov

82.04.4266 Exemptions—Fruit and vegetable busi-
nesses. (Expires July 1, 2025.) (1) This chapter does not
apply to the value of products or the gross proceeds of sales
derived from:

(a) Manufacturing fruits or vegetables by canning, pre-
serving, freezing, processing, or dehydrating fresh fruits or
vegetables; or

(b) Selling at wholesale fruits or vegetables manufac-
tured by the seller by canning, preserving, freezing, process-
ing, or dehydrating fresh fruits or vegetables and sold to pur-
chasers who transport in the ordinary course of business the
goods out of this state. A person taking an exemption under
this subsection (1)(b) must keep and preserve records for the
period required by RCW 82.32.070 establishing that the
goods were transported by the purchaser in the ordinary
course of business out of this state.

(2) For purposes of this section, "fruits" and "vegetables"
do not include marijuana, useable marijuana, or marijuana-
infused products.

(3) A person claiming the exemption provided in this
section must file a complete annual survey with the depart-
ment under RCW 82.32.585.

(4) This section expires July 1, 2025. [2015 3rd sp.s.c 6
§ 202; 2014 ¢ 140 § 9; 2012 2nd sp.s. ¢ 6 § 201; 2011 c 2 §
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202 (Initiative Measure No. 1107, approved November 2,
2010); 2010 1st sp.s. ¢ 23 § 504; (2010 1st sp.s. ¢ 23 § 503
expired June 10, 2010); 2010 ¢ 114 § 111; 2006 ¢ 354 § 3;
2005¢ 513§ 1.]

Effective dates—2015 3rd sp.s. ¢ 6: "(1) Except as provided otherwise
in this section, this act is necessary for the immediate preservation of the
public peace, health, or safety, or support of the state government and its
existing public institutions, and takes effect July 1, 2015.

(2) Parts IV, VI, VIII, and XIX of this act are necessary for the immedi-
ate preservation of the public peace, health, or safety, or support of the state
government and its existing public institutions, and take effect September 1,
2015.

(3) Part X of this act takes effect October 1, 2016.

(4) Section 1105 of this act takes effect January 1, 2016.

(5) Except for section 2004 of this act, Part XX of this act takes effect
January 1, 2019.

(6) Section 2004 of this act takes effect January 1, 2022." [2015 3rd sp.s.
c6§2301.]

Tax preference performance statement—2015 3rd sp.s. ¢ 6 §§ 202-
205: "This section is the tax preference performance statement for the agri-
cultural processor tax exemptions in sections 202 through 205 of this act.
The performance statement is only intended to be used for subsequent eval-
uation of the tax preference. It is not intended to create a private right of
action by any party or be used to determine eligibility for preferential tax
treatment.

(1) The legislature categorizes this tax preference as one intended to
accomplish the general purposes indicated in RCW 82.32.808(2) (c) and (e).

(2) 1t is the legislature's specific public policy objective to create and
retain jobs and continue providing tax relief to the food processing industry.

(3) To measure the effectiveness of the exemptions in sections 202
through 205 of this act in achieving the public policy objectives described in
subsection (2) of this section, the joint legislative audit and review commit-
tee must evaluate the following:

(a) The number of businesses that claim the exemptions in sections 202
through 205 of this act;

(b) The change in total taxable income for taxpayers claiming the
exemptions under sections 202 through 205 of this act;

(c) The change in total employment for taxpayers claiming the exemp-
tions under sections 202 through 205 of this act; and

(d) For each calendar year, the total amount of exemptions claimed
under sections 202 through 205 of this act as a percentage of total taxable
income for taxpayers within taxable income categories.

(4) The information provided in the annual survey submitted by the tax-
payers under RCW 82.32.585, tax data collected by the department of reve-
nue, and data collected by the employment security department is intended to
provide the informational basis for the evaluation under subsection (3) of this
section.

(5) In addition to the data sources described under subsection (4) of this
section, the joint legislative audit and review committee may use any other
data it deems necessary in performing the evaluation under subsection (3) of
this section." [2015 3rd sp.s. ¢ 6 § 201.]

Existing rights, liabilities, or obligations—Effective dates—Contin-
gent effective dates—2012 2nd sp.s. ¢ 6: See notes following RCW
82.04.29005.

Findings—Construction—2011 ¢ 2 (Initiative Measure No. 1107):
See notes following RCW 82.08.0293.

Expiration date—2010 1st sp.s. ¢ 23 §§ 503, 505, and 514: "Sections
503, 505, and 514 of this act expire June 10, 2010." [2010 1st sp.s. ¢ 23 §
1711.]

Effective date—2010 1st sp.s. ¢ 23 §§ 504, 506, and 515: "Sections
504, 506, and 515 of this act are necessary for the immediate preservation of
the public peace, health, or safety, or support of the state government and its
existing public institutions, and take effect June 10, 2010." [2010 Ist sp.s. ¢
23§ 1712.]

Findings—Intent—2010 1st sp.s. ¢ 23: See notes following RCW
82.04.220.

Effective date—2010 1st sp.s. ¢ 23: See note following RCW
82.04.4292.

Application—Finding—Intent—2010 ¢ 114: See notes following
RCW 82.32.585.

Effective dates—2006 ¢ 354: See note following RCW 82.04.4268.
(2016 Ed.)
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Additional notes found at www.leg.wa.gov

82.04.4267 Exemptions—Operation of parking/busi-
ness improvement areas. This chapter does not apply to
amounts received by a chamber of commerce or other similar
business association for administering the operation of a
parking and business improvement area as defined in RCW
35.87A.110. [2005 ¢ 476 § 1.]

82.04.4268 Exemptions—Dairy product businesses.
(Expires July 1, 2025.) (1) In computing tax there may be
deducted from the measure of tax, the value of products or the
gross proceeds of sales derived from:

(a) Manufacturing dairy products; or

(b) Selling dairy products manufactured by the seller to
purchasers who either transport in the ordinary course of
business the goods out of this state or purchasers who use
such dairy products as an ingredient or component in the
manufacturing of a dairy product. A person taking an exemp-
tion under this subsection (1)(b) must keep and preserve
records for the period required by RCW 82.32.070 establish-
ing that the goods were transported by the purchaser in the
ordinary course of business out of this state or sold to a man-
ufacturer for use as an ingredient or component in the manu-
facturing of a dairy product.

(2) "Dairy products" has the same meaning as provided
in RCW 82.04.260.

(3) A person claiming the exemption provided in this
section must file a complete annual survey with the depart-
ment under RCW 82.32.585.

(4) This section expires July 1,2025. [2015 3rd sp.s.c 6
§ 203; 2013 2nd sp.s. ¢ 13 § 204; 2012 2nd sp.s. ¢ 6 § 202;
2010 ¢ 114 § 112; 2006 ¢ 354 § 1.]

Reviser's note: Pursuant to RCW 43.135.041, chapter 6, Laws of 2012
2nd special session was subject to an advisory vote of the people in the
November 2012 general election on whether the tax increase in such session

law should be maintained or repealed. The advisory vote was in favor of
repeal.

Effective dates—2015 3rd sp.s. ¢ 6: See note following RCW
82.04.4266.

Tax preference performance statement—2015 3rd sp.s. ¢ 6 §§ 202-
205: See note following RCW 82.04.4266.
Intent—2013 2nd sp.s. ¢ 13: See note following RCW 82.04.260.

Effective date—2013 2nd sp.s. ¢ 13: See note following RCW
82.04.43393.

Existing rights, liabilities, or obligations—Effective dates—Contin-
gent effective dates—2012 2nd sp.s. ¢ 6: See notes following RCW
82.04.29005.

Application—Finding—Intent—2010 ¢ 114: See notes following
RCW 82.32.585.

Effective dates—2006 ¢ 354: "(1) Except as otherwise provided in this
section, this act takes effect July 1, 2006.

(2) Sections 6 through 9 and 11 of this act take effect July 1, 2007.

(3) Sections 12 and 13 of this act take effect July 1, 2012." [2006 ¢ 354
§18]

82.04.4269 Exemptions—Seafood product busi-
nesses. (Expires July 1, 2025.) (1) This chapter does not
apply to the value of products or the gross proceeds of sales
derived from:

(a) Manufacturing seafood products that remain in a raw,
raw frozen, or raw salted state at the completion of the man-
ufacturing by that person; or
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(b) Selling manufactured seafood products that remain in
araw, raw frozen, or raw salted state to purchasers who trans-
port in the ordinary course of business the goods out of this
state. A person taking an exemption under this subsection
(1)(b) must keep and preserve records for the period required
by RCW 82.32.070 establishing that the goods were trans-
ported by the purchaser in the ordinary course of business out
of this state.

(2) A person claiming the exemption provided in this
section must file a complete annual survey with the depart-
ment under RCW 82.32.585.

(3) This section expires July 1,2025. [2015 3rd sp.s.c 6
§204; 2012 2nd sp.s. ¢ 6 § 203; 2010 ¢ 114 § 113; 2006 c 354
§21]

Reviser's note: Pursuant to RCW 43.135.041, chapter 6, Laws of 2012
2nd special session was subject to an advisory vote of the people in the
November 2012 general election on whether the tax increase in such session

law should be maintained or repealed. The advisory vote was in favor of
repeal.

Effective dates—201S5 3rd sp.s. ¢ 6: See note following RCW
82.04.4266.

Tax preference performance statement—2015 3rd sp.s. ¢ 6 §§ 202-
205: See note following RCW 82.04.4266.

Existing rights, liabilities, or obligations—Effective dates—Contin-
gent effective dates—2012 2nd sp.s. ¢ 6: See notes following RCW
82.04.29005.

Application—Finding—Intent—2010 ¢ 114: See notes following
RCW 82.32.585.

Effective dates—2006 ¢ 354: See note following RCW 82.04.4268.

82.04.427 Exemptions and credits—Pollution control
facilities. See chapter 82.34 RCW.

82.04.4271 Deductions—Membership fees and cer-
tain service fees by nonprofit youth organization. In com-
puting tax due under this chapter, there may be deducted
from the measure of tax all amounts received by a nonprofit
youth organization:

(1) As membership fees or dues, irrespective of the fact
that the payment of the membership fees or dues to the orga-
nization may entitle its members, in addition to other rights or
privileges, to receive services from the organization or to use
the organization's facilities; or

(2) From members of the organization for camping and
recreational services provided by the organization or for the
use of the organization's camping and recreational facilities.

For purposes of this section: "Nonprofit youth organiza-
tion" means a nonprofit organization engaged in character
building of youth which is exempt from property tax under
RCW 84.36.030. [1981 c 74 §1.]

82.04.4272 Deductions—Direct mail delivery
charges. (1) In computing tax there may be deducted from
the measure of tax, amounts derived from delivery charges
made for the delivery of direct mail if the charges are sepa-
rately stated on an invoice or similar billing document given
to the purchaser.

(2) "Delivery charges" and "direct mail" have the same
meanings as in RCW 82.08.010. [2005 ¢ 514 § 114.]

Additional notes found at www.leg.wa.gov
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82.04.4274 Deductions—Nonprofit management
companies—Personnel performing on-site functions. (1)
In computing tax due under this chapter, there may be
deducted from the measure of tax all amounts received by:

(a) A nonprofit property management company from the
owner of property for gross wages, benefits, and payroll taxes
paid to, or for, personnel performing on-site functions;

(b) A property management company from a housing
authority for gross wages, benefits, and payroll taxes paid to,
or for, personnel performing on-site functions; or

(c) A property management company from a limited lia-
bility company or limited partnership of which the sole man-
aging member or sole general partner is a housing authority
for gross wages, benefits, and payroll taxes paid to, or for,
personnel performing on-site functions.

(2) The definitions in this subsection apply to this sec-
tion.

(a) "Personnel performing on-site functions" means a
person who meets all of the following conditions:

(1) The person works at the owner's property or centrally
performs on-site functions for the property;

(i) The person's duties include leasing property units,
maintaining the property, preparing tenant income certifica-
tion paperwork or other compliance documents required to
lease the unit, collecting rents, recording rents, or performing
similar activities; and

(iii) The property management company, for whom the
personnel performing on-site functions works, operates under
a written property management agreement.

(b) "Nonprofit property management company" means a
property management company that:

(1) Is exempt from the tax under 26 U.S.C. Sec. 501(c) of
the federal internal revenue code, as it exists on January 1,
2010, but only when such organization is providing property
management services for low-income housing that has quali-
fied for the property tax exemption under RCW 84.36.560; or

(i1) Is a public corporation established under RCW
35.21.730.

(c) "Housing authority” means a housing authority cre-
ated pursuant to chapter 35.82 RCW. [2011 Ist sp.s. ¢ 26 §
1.]

Affect on existing rights, liabilities, obligations, and proceedings—
2011 1st sp.s. ¢ 26: "This act does not affect any existing right acquired or
liability or obligation incurred under the sections amended or repealed in this
act or under any rule or order adopted under those sections, nor does it affect
any proceeding instituted under those sections." [2011 1st sp.s. ¢ 26 § 3.]

82.04.4275 Deductions—Child welfare services. (1)
A health or social welfare organization may deduct from the
measure of tax amounts received as compensation for provid-
ing child welfare services under a government-funded pro-
gram.

(2) A person may deduct from the measure of tax
amounts received from the state of Washington for distribu-
tion to a health or social welfare organization that is eligible
to deduct the distribution under subsection (1) of this section.

(3) The following definitions apply to this section:

(a) "Child welfare services" has the same meaning as
provided in RCW 74.13.020; and

(b) "Health or social welfare organization" has the mean-
ing provided in RCW 82.04.431. [2011c 163 § 1.]
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Application—2011 ¢ 163: "This act applies to amounts received by a
taxpayer on or after August 1, 2011." [2011 ¢ 163 § 2.]

82.04.4277 Deductions—Health and social welfare
organizations—Mental health or chemical dependency
services. (Expires January 1, 2020.) (1) A health or social
welfare organization may deduct from the measure of tax
amounts received as compensation for providing mental
health services or chemical dependency services under a gov-
ernment-funded program.

(2) A behavioral health organization may deduct from
the measure of tax amounts received from the state of Wash-
ington for distribution to a health or social welfare organiza-
tion that is eligible to deduct the distribution under subsection
(1) of this section.

(3) A person claiming a deduction under this section
must file a complete annual report with the department under
RCW 82.32.534.

(4) The definitions in this subsection apply throughout
this section unless the context clearly requires otherwise.

(a) "Chemical dependency" has the same meaning as
provided in ¥*RCW 70.96A.020.

(b) "Health or social welfare organization" has the mean-
ing provided in RCW 82.04.431.

(c) "Mental health services" and "behavioral health orga-
nization" have the meanings provided in RCW 71.24.025.

(5) This section expires January 1, 2020. [2016 Ist sp.s.
¢ 29 §532;2014 ¢ 225§ 104; 2011 1stsp.s.c 19§ 1.]

*Reviser's note: RCW 70.96A.020 was repealed by 2016 1st sp.s. ¢ 29
§ 301, effective April 1, 2018.

Effective dates—2016 1st sp.s. ¢ 29: See note following RCW
71.05.760.

Short title—Right of action—2016 1st sp.s. ¢ 29: See notes following
RCW 71.05.010.

Effective date—2014 ¢ 225: See note following RCW 71.24.016.

Application—2011 1st sp.s. ¢ 19: "This act applies to amounts received
by a taxpayer on or after August 1, 2011." [2011 1st sp.s. ¢ 19 § 4.]

82.04.4281 Deductions—Investments, dividends,
interest on loans. (1) In computing tax there may be
deducted from the measure of tax:

(a) Amounts derived from investments;

(b) Amounts derived as dividends or distributions from
the capital account by a parent from its subsidiary entities;
and

(c) Amounts derived from interest on loans between sub-
sidiary entities and a parent entity or between subsidiaries of
a common parent entity, but only if the total investment and
loan income is less than five percent of gross receipts of the
business annually.

(2) The following are not deductible under subsection
(1)(a) of this section:

(a) Amounts received from loans, except as provided in
subsection (1)(c) of this section, or the extension of credit to
another, revolving credit arrangements, installment sales, the
acceptance of payment over time for goods or services, or
any of the foregoing that have been transferred by the origi-
nator of the same to an affiliate of the transferor; or

(b) Amounts received by a banking, lending, or security
business.

(3) The definitions in this subsection apply only to this
section.
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(a) "Banking business" means a person engaging in busi-
ness as a national or state-chartered bank, a mutual savings
bank, a savings and loan association, a trust company, an
alien bank, a foreign bank, a credit union, a stock savings
bank, or a similar entity that is chartered under Title *30, 31,
32, or 33 RCW, or organized under Title 12 U.S.C.

(b) "Lending business" means a person engaged in the
business of making secured or unsecured loans of money, or
extending credit, and (i) more than one-half of the person's
gross income is earned from such activities and (ii) more than
one-half of the person's total expenditures are incurred in
support of such activities.

(¢) The terms "loan" and "extension of credit" do not
include ownership of or trading in publicly traded debt instru-
ments, or substantially equivalent instruments offered in a
private placement.

(d) "Security business" means a person, other than an
issuer, who is engaged in the business of effecting transac-
tions in securities as a broker, dealer, or broker-dealer, as
those terms are defined in the securities act of Washington,
chapter 21.20 RCW, or the federal securities act of 1933.
"Security business" does not include any company excluded
from the definition of broker or dealer under the federal
investment company act of 1940 or any entity that is not an
investment company by reason of sections 3(c)(1) and 3(c)(3)
through 3(c)(14) thereof. [2007 ¢ 54 § 9; 2002 ¢ 150 § 2;
1980 ¢ 37 § 2. Formerly RCW 82.04.430(1).]

*Reviser's note: Title 30 RCW was recodified and/or repealed pursuant
to 2014 ¢ 37, effective January 5, 2015.

Severability—2007 ¢ 54: See note following RCW 82.04.050.

Findings—Intent—2002 ¢ 150: "The legislature finds that the applica-
tion of the business and occupation tax deductions provided in RCW
82.04.4281 for investment income of persons deemed to be "other financial
businesses" has been the subject of uncertainty, and therefore, disagreement
and litigation between taxpayers and the state. The legislature further finds
that the decision of the state supreme court in Simpson Investment Co. v.
Department of Revenue could lead to a restrictive, narrow interpretation of
the deductibility of investment income for business and occupation tax pur-
poses. As a result, the legislature directed the department of revenue to work
with affected businesses to develop a revision of the statute that would pro-
vide certainty and stability for taxpayers and the state. The legislature
intends, by adopting this recommended revision of the statute, to provide a
positive environment for capital investment in this state, while continuing to
treat similarly situated taxpayers fairly." [2002 ¢ 150 § 1.]

Finding—Intent on application of deduction—2001 ¢ 320: "The leg-
islature finds that the application of the business and occupation tax deduc-
tion provided in RCW 82.04.4281 for investment income of persons other
than those engaging in banking, loan, security, or other financial businesses
has been the subject of disagreement between taxpayers and the state. Deci-
sions of the supreme court have provided some broad guidelines and princi-
ples for interpretation of the deduction provided in RCW 82.04.4281, but
these decisions have not provided the certainty and clarity that is desired by
taxpayers and the state. Therefore, it is the intent of the legislature to delay
change in the manner or extent of taxation of the investment income until
definitions or standards can be developed and enacted by the legislature."
[2001 ¢ 320 § 18.]

Reviser's note: 2001 ¢ 320 § 19, which was vetoed May 15, 2001,
would have implemented the intent in this section.

Intent—1980 ¢ 37: "The separation of sales tax exemption, use tax
exemption, and business and occupation deduction sections into shorter sec-
tions is intended to improve the readability and facilitate the future amend-
ment of these sections. This separation shall not change the meaning of any
of the exemptions or deductions involved." [1980 ¢ 37 § 1.]

Additional notes found at www.leg.wa.gov
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82.04.4282 Deductions—Fees, dues, charges. In com-
puting tax there may be deducted from the measure of tax
amounts derived from bona fide (1) initiation fees, (2) dues,
(3) contributions, (4) donations, (5) tuition fees, (6) charges
made by a nonprofit trade or professional organization for
attending or occupying space at a trade show, convention, or
educational seminar sponsored by the nonprofit trade or pro-
fessional organization, which trade show, convention, or edu-
cational seminar is not open to the general public, (7) charges
made for operation of privately operated kindergartens, and
(8) endowment funds. This section may not be construed to
exempt any person, association, or society from tax liability
upon selling tangible personal property, digital goods, digital
codes, or digital automated services, or upon providing facil-
ities or other services for which a special charge is made to
members or others. If dues are in exchange for any significant
amount of goods or services rendered by the recipient thereof
to members without any additional charge to the member, or
if the dues are graduated upon the amount of goods or ser-
vices rendered, the value of such goods or services shall not
be considered as a deduction under this section. [2009 ¢ 535
§ 410; 1994 ¢ 124 § 3; 1989 ¢ 392 § 1; 1980 ¢ 37 § 3. For-
merly RCW 82.04.430(2).]

Intent—Construction—2009 ¢ 535: See notes following RCW
82.04.192.

Intent—1980 ¢ 37: See note following RCW 82.04.4281.

82.04.4283 Deductions—Cash discount taken by
purchaser. In computing tax there may be deducted from
the measure of tax the amount of cash discount actually taken
by the purchaser. This deduction is not allowed in arriving at
the taxable amount under the extractive or manufacturing
classifications with respect to articles produced or manufac-
tured, the reported values of which, for the purposes of this
tax, have been computed according to the provisions of RCW
82.04.450. [1980 ¢ 37 § 4. Formerly RCW 82.04.430(3).]

Intent—1980 ¢ 37: See note following RCW 82.04.4281.

82.04.4284 Deductions—Bad debts. (1) In computing
tax there may be deducted from the measure of tax bad debts,
as that term is used in 26 U.S.C. Sec. 166, as amended or
renumbered as of January 1, 2003, on which tax was previ-
ously paid.

(2) For purposes of this section, "bad debts" do not
include:

(a) Amounts due on property that remains in the posses-
sion of the seller until the full purchase price is paid,

(b) Expenses incurred in attempting to collect debt;

(c) Sales or use taxes payable to a seller; and

(d) Repossessed property.

(3) If a deduction is taken for a bad debt and the debt is
subsequently collected in whole or in part, the tax on the
amount collected must be paid and reported on the return
filed for the period in which the collection is made.

(4) Payments on a previously claimed bad debt must be
applied under RCW 82.08.037(4) and 82.12.037, according
to such rules as the department may prescribe. [2004 ¢ 153 §
307; 1980 ¢ 37 § 5. Formerly RCW 82.04.430(4).]

Intent—1980 ¢ 37: See note following RCW 82.04.4281.

Additional notes found at www.leg.wa.gov
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82.04.4285 Deductions—Motor vehicle fuel and spe-
cial fuel taxes. In computing tax there may be deducted from
the measure of tax so much of the sale price of fuel as consti-
tutes the amount of tax imposed by the state under chapter
82.38 RCW or the United States government, under 26
U.S.C., Subtitle D, chapters 31 and 32, upon the sale thereof.
[2013 ¢ 225 § 639; 1998 ¢ 176 § 3; 1980 ¢ 37 § 6. Formerly
RCW 82.04.430(5).]

Effective date—2013 ¢ 225: See note following RCW 82.38.010.
Intent—1980 ¢ 37: See note following RCW 82.04.4281.

82.04.4286 Deductions—Nontaxable business. In
computing tax there may be deducted from the measure of tax
amounts derived from business which the state is prohibited
from taxing under the Constitution of this state or the Consti-
tution or laws of the United States. [1980 ¢ 37 § 7. Formerly
RCW 82.04.430(6).]

Intent—1980 ¢ 37: See note following RCW 82.04.4281.

82.04.4287 Deductions—Compensation for receiv-
ing, washing, etc., horticultural products for person
exempt under RCW 82.04.330—Materials and supplies
used. In computing tax there may be deducted from the mea-
sure of tax amounts derived by any person as compensation
for the receiving, washing, sorting, and packing of fresh per-
ishable horticultural products and the material and supplies
used therein when performed for the person exempted in
RCW 82.04.330, either as agent or as independent contractor.
[1980 ¢ 37 § 8. Formerly RCW 82.04.430(7).]

Intent—1980 ¢ 37: See note following RCW 82.04.4281.

Sales and use tax exemption for materials and supplies used in packing hor-
ticultural products: RCW 82.08.0311 and 82.12.0311.

82.04.4289 Exemption—Compensation for patient
services or attendant sales of drugs dispensed pursuant to
prescription by certain nonprofit organizations. This
chapter does not apply to amounts derived as compensation
for services rendered to patients or from sales of drugs for
human use pursuant to a prescription furnished as an integral
part of services rendered to patients by a kidney dialysis facil-
ity operated as a nonprofit corporation, a nonprofit hospice
agency licensed under chapter 70.127 RCW, and nursing
homes and homes for unwed mothers operated as religious or
charitable organizations, but only if no part of the net earn-
ings received by such an institution inures directly or indi-
rectly, to any person other than the institution entitled to
deduction hereunder. "Prescription" and "drug" have the
same meaning as in RCW 82.08.0281. [2003 c 168 § 402;
1998 ¢ 325 § 1; 1993 ¢ 492 § 305; 1981 ¢ 178 § 2; 1980 ¢ 37
§ 10. Formerly RCW 82.04.430(9).]

Findings—Intent—1993 ¢ 492: See notes following RCW 43.20.050.
Intent—1980 ¢ 37: See note following RCW 82.04.4281.

Additional notes found at www.leg.wa.gov

82.04.4291 Deductions—Compensation received by
a political subdivision from another political subdivision
for services taxable under RCW 82.04.290. In computing
tax there may be deducted from the measure of tax amounts
derived by a political subdivision of the state of Washington
from another political subdivision of the state of Washington
as compensation for services which are within the purview of
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RCW 82.04.290. [1980 ¢ 37 § 11. Formerly RCW
82.04.430(10).]

Intent—1980 ¢ 37: See note following RCW 82.04.4281.

82.04.4292 Deductions—Interest on investments or
loans secured by mortgages or deeds of trust. (1) In com-
puting tax there may be deducted from the measure of tax by
those engaged in banking, loan, security or other financial
businesses, interest received on investments or loans primar-
ily secured by first mortgages or trust deeds on nontransient
residential properties.

(2) Interest deductible under this section includes the
portion of fees charged to borrowers, including points and
loan origination fees, that is recognized over the life of the
loan as an adjustment to yield in the taxpayer's books and
records according to generally accepted accounting princi-
ples.

(3) Subsections (1) and (2) of this section notwithstand-
ing, the following is a nonexclusive list of items that are not
deductible under this section:

(a) Fees for specific services such as: Document prepara-
tion fees; finder fees; brokerage fees; title examination fees;
fees for credit checks; notary fees; loan application fees;
interest lock-in fees if the loan is not made; servicing fees;
and similar fees or amounts;

(b) Fees received in consideration for an agreement to
make funds available for a specific period of time at specified
terms, commonly referred to as commitment fees;

(c) Any other fees, or portion of a fee, that is not recog-
nized over the life of the loan as an adjustment to yield in the
taxpayer's books and records according to generally accepted
accounting principles;

(d) Gains on the sale of valuable rights such as service
release premiums, which are amounts received when servic-
ing rights are sold; and

(e) Gains on the sale of loans, except deferred loan orig-
ination fees and points deductible under subsection (2) of this
section, are not to be considered part of the proceeds of sale
of the loan.

(4) Notwithstanding subsection (3) of this section, in
computing tax there may be deducted from the measure of tax
by those engaged in banking, loan, security, or other financial
businesses, amounts received for servicing loans primarily
secured by first mortgages or trust deeds on nontransient res-
idential properties, including such loans that secure mort-
gage-backed or mortgage-related securities, but only if:

(a)(i) The loans were originated by the person claiming a
deduction under this subsection (4) and that person either
sold the loans on the secondary market or securitized the
loans and sold the securities on the secondary market; or

(i1)(A) The person claiming a deduction under this sub-
section (4) acquired the loans from the person that originated
the loans through a merger or acquisition of substantially all
of the assets of the person who originated the loans, or the
person claiming a deduction under this subsection (4) is affil-
iated with the person that originated the loans. For purposes
of this subsection, "affiliated" means under common control.
"Control" means the possession, directly or indirectly, of
more than fifty percent of the power to direct or cause the
direction of the management and policies of a person,
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whether through the ownership of voting shares, by contract,
or otherwise; and

(B) Either the person who originated the loans or the per-
son claiming a deduction under this subsection (4) sold the
loans on the secondary market or securitized the loans and
sold the securities on the secondary market; and

(b) The amounts received for servicing the loans are
determined by a percentage of the interest paid by the bor-
rower and are only received if the borrower makes interest
payments.

(5) The deductions provided in this section do not apply
to persons subject to tax under RCW 82.04.29005.

(6) By June 30, 2015, the joint legislative audit and
review committee must review the deductions provided in
this section in accordance with RCW 43.136.055 and make a
recommendation as to whether the deductions should be con-
tinued without modification, modified, or terminated imme-
diately. [2012 2nd sp.s. ¢ 6 § 102; 2010 1st sp.s. ¢ 23 § 301;
1980 ¢ 37 § 12. Formerly RCW 82.04.430(11).]

Reviser's note: Pursuant to RCW 43.135.041, chapter 6, Laws of 2012
2nd special session was subject to an advisory vote of the people in the
November 2012 general election on whether the tax increase in such session

law should be maintained or repealed. The advisory vote was in favor of
repeal.

Existing rights, liabilities, or obligations—Effective dates—Contin-
gent effective dates—2012 2nd sp.s. ¢ 6: See notes following RCW
82.04.29005.

Effective date—2010 1st sp.s. ¢ 23: "Parts III and XIII and sections 101
through 106, 108 through 112, 501 through 503, 505, 507, 510 through 514,
516 through 519, 901, 903 through 911, and 1201 of this act are necessary for
the immediate preservation of the public peace, health, or safety, or support
of the state government and its existing public institutions, and take effect
June 1, 2010." [2010 1st sp.s. ¢ 23 § 1709.]

Findings—Intent—2010 1st sp.s. ¢ 23: See notes following RCW
82.04.220.

Intent—1980 ¢ 37: See note following RCW 82.04.4281.

82.04.4293 Deductions—Interest on obligations of
the state, its political subdivisions, and municipal corpo-
rations. In computing tax there may be deducted from the
measure of tax by those engaged in banking, loan, security or
other financial businesses, amounts derived from interest
paid on all obligations of the state of Washington, its political
subdivisions, and municipal corporations organized pursuant
to the laws thereof. [1980 ¢ 37 § 13. Formerly RCW
82.04.430(12).]

Intent—1980 ¢ 37: See note following RCW 82.04.4281.

82.04.4294 Deductions—Interest on loans to farmers
and ranchers, producers or harvesters of aquatic prod-
ucts, or their cooperatives. In computing tax there may be
deducted from the measure of tax amounts derived as interest
on loans to bona fide farmers and ranchers, producers or har-
vesters of aquatic products, or their cooperatives by a lending
institution which is owned exclusively by its borrowers or
members and which is engaged solely in the business of mak-
ing loans and providing finance-related services to bona fide
farmers and ranchers, producers or harvesters of aquatic
products, their cooperatives, rural residents for housing, or
persons engaged in furnishing farm-related or aquatic-related
services to these individuals or entities. [1980 ¢ 37 § 14. For-
merly RCW 82.04.430(13).]

Intent—1980 ¢ 37: See note following RCW 82.04.4281.
(2016 Ed.)
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82.04.4295 Deductions—Manufacturing activities
completed outside the United States. In computing tax
there may be deducted from the measure of tax by persons
subject to payment of the tax on manufacturers pursuant to
RCW 82.04.240, the value of articles to the extent of manu-
facturing activities completed outside the United States, if:

(1) Any additional processing of such articles in this
state consists of minor final assembly only; and

(2) In the case of domestic manufacture of such articles,
can be and normally is done at the place of initial manufac-
ture; and

(3) The total cost of the minor final assembly does not
exceed two percent of the value of the articles; and

(4) The articles are sold and shipped outside the state.
[1980 ¢ 37 § 15. Formerly RCW 82.04.430(14).]

Intent—1980 ¢ 37: See note following RCW 82.04.4281.

82.04.4296 Deductions—Reimbursement for accom-
modation expenditures by funeral homes. In computing
tax there may be deducted from the measure of tax that por-
tion of amounts received by any funeral home licensed to do
business in this state which is received as reimbursements for
expenditures (for goods supplied or services rendered by a
person not employed by or affiliated or associated with the
funeral home) and advanced by such funeral home as an
accommodation to the persons paying for a funeral, so long
as such expenditures and advances are billed to the persons
paying for the funeral at only the exact cost thereof and are
separately itemized in the billing statement delivered to such
persons. [1980 ¢ 37 § 16. Formerly RCW 82.04.430(15).]

Intent—1980 ¢ 37: See note following RCW 82.04.4281.

82.04.4297 Deductions—Compensation from public
entities for health or social welfare services—Exception.
In computing tax there may be deducted from the measure of
tax amounts received from the United States or any instru-
mentality thereof or from the state of Washington or any
municipal corporation or political subdivision thereof as
compensation for, or to support, health or social welfare ser-
vices rendered by a health or social welfare organization, as
defined in RCW 82.04.431, or by a municipal corporation or
political subdivision, except deductions are not allowed
under this section for amounts that are received under an
employee benefit plan. [2011 Istsp.s.c 19 §2;2002 c 314 §
3;2001 2nd sp.s. ¢ 23 §2; 1988 ¢ 67 § 1; 1980 ¢ 37 § 17. For-
merly RCW 82.04.430(16).]

Application—2011 1st sp.s. ¢ 19: See note following RCW
82.04.4277.

Findings—Refund of taxes—Effective date—2002 ¢ 314: See notes
following RCW 82.04.4311.

Findings—2001 2nd sp.s. ¢ 23: "The legislature finds that the deduc-
tion under the business and occupation tax statutes for compensation from
public entities for health or social welfare services was intended to provide
government with greater purchasing power when government provides
financial support for the provision of health or social welfare services to ben-
efited classes of persons. The legislature also finds that both the legislature
and the United States congress have in recent years modified government-
funded health care programs to encourage participation by beneficiaries in
highly regulated managed care programs operated by persons who act as
intermediaries between government entities and health or social welfare
organizations. The legislature further finds that the objective of these
changes is again to extend the purchasing power of scarce government health
care resources, but that this objective would be thwarted to a significant
degree if the business and occupation tax deduction were lost by health or

[Title 82 RCW—page 61]



82.04.4298

social welfare organizations solely on account of their participation in man-
aged care for government-funded health programs. In keeping with the orig-
inal purpose of the health or social welfare deduction, it is desirable to ensure
that compensation received from government sources through contractual
managed care programs also be deductible." [2001 2nd sp.s. ¢ 23 § 1.]

Intent—1980 ¢ 37: See note following RCW 82.04.4281.

"Health or social welfare organization" defined—Conditions for exemp-
tion—"Health or social welfare services" defined: RCW 82.04.431.

Additional notes found at www.leg.wa.gov

82.04.4298 Deductions—Repair, maintenance,
replacement, etc., of residential structures and commonly
held property—Eligible organizations. (1) In computing
tax there may be deducted from the measure of tax amounts
used solely for repair, maintenance, replacement, manage-
ment, or improvement of the residential structures and com-
monly held property, but excluding property where fees or
charges are made for use by the public who are not guests
accompanied by a member, which are derived by:

(a) A cooperative housing association, corporation, or
partnership from a person who resides in a structure owned
by the cooperative housing association, corporation, or part-
nership;

(b) An association of owners of property as defined in
RCW 64.32.010, as now or hereafter amended, from a person
who is an apartment owner as defined in RCW 64.32.010; or

(c) An association of owners of residential property from
a person who is a member of the association. "Association of
owners of residential property" means any organization of all
the owners of residential property in a defined area who all
hold the same property in common within the area.

(2) For the purposes of this section "commonly held
property" includes areas required for common access such as
reception areas, halls, stairways, parking, etc., and may
include recreation rooms, swimming pools and small parks or
recreation areas; but is not intended to include more grounds
than are normally required in a residential area, or to include
such extensive areas as required for golf courses, camp-
grounds, hiking and riding areas, boating areas, etc.

(3) To qualify for the deductions under this section:

(a) The salary or compensation paid to officers, manag-
ers, or employees must be only for actual services rendered
and at levels comparable to the salary or compensation of like
positions within the county wherein the property is located;

(b) Dues, fees, or assessments in excess of amounts
needed for the purposes for which the deduction is allowed
must be rebated to the members of the association;

(c) Assets of the association or organization must be dis-
tributable to all members and must not inure to the benefit of
any single member or group of members. [1980 ¢ 37 § 18.
Formerly RCW 82.04.430(17).]

Intent—1980 ¢ 37: See note following RCW 82.04.4281.

82.04.431 '"Health or social welfare organization"
defined—Conditions for exemption—'"Health or social
welfare services" defined. (1) The term "health or social
welfare organization" means an organization, including any
community action council, which renders health or social
welfare services as defined in subsection (2) of this section,
which is a domestic or foreign not-for-profit corporation
under chapter 24.03 RCW and which is managed by a gov-
erning board of not less than eight individuals none of whom

[Title 82 RCW—page 62]

Title 82 RCW: Excise Taxes

is a paid employee of the organization or which is a corpora-
tion sole under chapter 24.12 RCW. Health or social welfare
organization does not include a corporation providing profes-
sional services as authorized in chapter 18.100 RCW. In
addition a corporation in order to be exempt under RCW
82.04.4297 must satisfy the following conditions:

(a) No part of its income may be paid directly or indi-
rectly to its members, stockholders, officers, directors, or
trustees except in the form of services rendered by the corpo-
ration in accordance with its purposes and bylaws;

(b) Salary or compensation paid to its officers and exec-
utives must be only for actual services rendered, and at levels
comparable to the salary or compensation of like positions
within the public service of the state;

(c) Assets of the corporation must be irrevocably dedi-
cated to the activities for which the exemption is granted and,
on the liquidation, dissolution, or abandonment by the corpo-
ration, may not inure directly or indirectly to the benefit of
any member or individual except a nonprofit organization,
association, or corporation which also would be entitled to
the exemption;

(d) The corporation must be duly licensed or certified
where licensing or certification is required by law or regula-
tion;

(e) The amounts received qualifying for exemption must
be used for the activities for which the exemption is granted;

(f) Services must be available regardless of race, color,
national origin, or ancestry; and

(g) The director of revenue must have access to its books
in order to determine whether the corporation is exempt from
taxes within the intent of RCW 82.04.4297 and this section.

(2) The term "health or social welfare services" includes
and is limited to:

(a) Mental health, drug, or alcoholism counseling or
treatment;

(b) Family counseling;

(c) Health care services;

(d) Therapeutic, diagnostic, rehabilitative, or restorative
services for the care of the sick, aged, or physically, develop-
mentally, or emotionally-disabled individuals;

(e) Activities which are for the purpose of preventing or
ameliorating juvenile delinquency or child abuse, including
recreational activities for those purposes;

(f) Care of orphans or foster children;

(g) Day care of children;

(h) Employment development, training, and placement;

(1) Legal services to the indigent;

(j) Weatherization assistance or minor home repair for
low-income homeowners or renters;

(k) Assistance to low-income homeowners and renters to
offset the cost of home heating energy, through direct bene-
fits to eligible households or to fuel vendors on behalf of eli-
gible households;

(1) Community services to low-income individuals, fam-
ilies, and groups, which are designed to have a measurable
and potentially major impact on causes of poverty in commu-
nities of the state; and

(m) Temporary medical housing, as defined in RCW
82.08.997, if the housing is provided only:

(i) While the patient is receiving medical treatment at a
hospital required to be licensed under RCW 70.41.090 or at
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an outpatient clinic associated with such hospital, including
any period of recuperation or observation immediately fol-
lowing such medical treatment; and
(i1) By a person that does not furnish lodging or related

services to the general public. [2011 Istsp.s.c 19 § 3; 2008
c 137§ 1; 1986 ¢ 261 § 6; 1985 ¢ 431 § 3; 1983 1stex.s. ¢ 66
§1;1980c 37 § 80; 1979 ex.s. ¢ 196 § 6.]

Application—2011 1st sp.s. ¢ 19: See note following RCW
82.04.4277.

Effective date—2008 ¢ 137: See note following RCW 82.08.997.

Intent—1980 ¢ 37: See note following RCW 82.04.4281.

Additional notes found at www.leg.wa.gov

82.04.4311 Deductions—Compensation received
under the federal medicare program by certain hospitals
or health centers. (1) A public hospital that is owned by a
municipal corporation or political subdivision, or a nonprofit
hospital, or a nonprofit community health center, or a net-
work of nonprofit community health centers, that qualifies as
a health and social welfare organization as defined in RCW
82.04.431, may deduct from the measure of tax amounts
received as compensation for health care services covered
under the federal medicare program authorized under Title
XVIII of the federal social security act; medical assistance,
children's health, or other program under chapter 74.09
RCW:; or for the state of Washington basic health plan under
chapter 70.47 RCW. The deduction authorized by this section
does not apply to amounts received from patient copayments
or patient deductibles.

(2) As used in this section, "community health center"
means a federally qualified health center as defined in 42
U.S.C. 1396d as existing on August 1, 2005. [2005 ¢ 86 § 1;
2002 ¢ 314 § 2.]

Findings—2002 ¢ 314: "The legislature finds that the provision of
health services to those people who receive federal or state subsidized health
care benefits by reason of age, disability, or lack of income is a recognized,
necessary, and vital governmental function. As a result, the legislature finds
that it would be inconsistent with that governmental function to tax amounts
received by a public hospital or nonprofit hospital qualifying as a health and
social welfare organization, when the amounts are paid under a health ser-
vice program subsidized by federal or state government. Further, the tax sta-
tus of these amounts should not depend on whether the amounts are received
directly from the qualifying program or through a managed health care orga-
nization under contract to manage benefits for a qualifying program. There-
fore, the legislature adopts this act to provide a clear and understandable

deduction for these amounts, and to provide refunds for taxes paid as speci-
fied in section 4 of this act." [2002 ¢ 314 § 1.]

Additional notes found at www.leg.wa.gov

82.04.432 Deductions—Municipal sewer service fees
or charges. In computing the tax imposed by this chapter,
municipal sewerage utilities and other public corporations
imposing and collecting fees or charges for sewer service
may deduct from the measure of the tax, amounts paid to
another municipal corporation or governmental agency for
sewerage interception, treatment or disposal. [1967 ex.s. ¢
149 § 17.]

82.04.4322 Deductions—Artistic or cultural organi-
zation—Compensation from United States, state, etc., for
artistic or cultural exhibitions, performances, or pro-
grams. In computing tax there may be deducted from the
measure of tax amounts received from the United States or
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any instrumentality thereof or from the state of Washington
or any municipal corporation or subdivision thereof as com-
pensation for, or to support, artistic or cultural exhibitions,
performances, or programs provided by an artistic or cultural
organization for attendance or viewing by the general public.
[1981¢c 140 § 1.]

"Artistic or cultural organization" defined: RCW 82.04.4328.

82.04.4324 Deductions—Artistic or cultural organi-
zation—Deduction for tax under RCW 82.04.240—Value
of articles for use in displaying art objects or presenting
artistic or cultural exhibitions, performances, or pro-
grams. In computing tax there may be deducted from the
measure of tax by persons subject to payment of the tax on
manufacturing under RCW 82.04.240, the value of articles to
the extent manufacturing activities are undertaken by an
artistic or cultural organization solely for the purpose of man-
ufacturing articles for use by the organization in displaying
art objects or presenting artistic or cultural exhibitions, per-
formances, or programs for attendance or viewing by the gen-
eral public. [1981 c 140 § 2.]

"Artistic or cultural organization" defined: RCW 82.04.4328.

82.04.4326 Deductions—Artistic or cultural organi-
zations—T uition charges for attending artistic or cultural
education programs. In computing tax there may be
deducted from the measure of tax amounts received by artis-
tic or cultural organizations as tuition charges collected for
the privilege of attending artistic or cultural education pro-
grams. [1981 ¢ 140 § 3.]

"Artistic or cultural organization" defined: RCW 82.04.4328.

82.04.4327 Deductions—Artistic and cultural orga-
nizations—Income from business activities. In computing
tax there may be deducted from the measure of tax those
amounts received by artistic or cultural organizations which
represent income derived from business activities conducted
by the organization. [1985 ¢ 471 § 6.]

"Artistic or cultural organization" defined: RCW 82.04.4328.

Additional notes found at www.leg.wa.gov

82.04.4328 "Artistic or cultural organization"
defined. (1) For the purposes of RCW 82.04.4322,
82.04.4324, 82.04.4326, 82.04.4327, 82.08.031, and
82.12.031, the term "artistic or cultural organization" means
an organization which is organized and operated exclusively
for the purpose of providing artistic or cultural exhibitions,
presentations, or performances or cultural or art education
programs, as defined in subsection (2) of this section, for
viewing or attendance by the general public. The organiza-
tion must be a not-for-profit corporation under chapter 24.03
RCW and managed by a governing board of not less than
eight individuals none of whom is a paid employee of the
organization or by a corporation sole under chapter 24.12
RCW. In addition, to qualify for deduction or exemption
from taxation under RCW 82.04.4322, 82.04.4324,
82.04.4326, 82.04.4327, 82.08.031, and 82.12.031, the cor-
poration shall satisfy the following conditions:

(a) No part of its income may be paid directly or indi-
rectly to its members, stockholders, officers, directors, or
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trustees except in the form of services rendered by the corpo-
ration in accordance with its purposes and bylaws;

(b) Salary or compensation paid to its officers and exec-
utives must be only for actual services rendered, and at levels
comparable to the salary or compensation of like positions
within the state;

(c) Assets of the corporation must be irrevocably dedi-
cated to the activities for which the exemption is granted and,
on the liquidation, dissolution, or abandonment by the corpo-
ration, may not inure directly or indirectly to the benefit of
any member or individual except a nonprofit organization,
association, or corporation which also would be entitled to
the exemption;

(d) The corporation must be duly licensed or certified
when licensing or certification is required by law or regula-
tion;

(¢) The amounts received that qualify for exemption
must be used for the activities for which the exemption is
granted,

(f) Services must be available regardless of race, color,
national origin, or ancestry; and

(g) The director of revenue shall have access to its books
in order to determine whether the corporation is exempt from
taxes.

(2) The term "artistic or cultural exhibitions, presenta-
tions, or performances or cultural or art education programs"
includes and is limited to:

(a) An exhibition or presentation of works of art or
objects of cultural or historical significance, such as those
commonly displayed in art or history museums;

(b) A musical or dramatic performance or series of per-
formances; or

(c) An educational seminar or program, or series of such
programs, offered by the organization to the general public
on an artistic, cultural, or historical subject. [1985 c 471 § 7;
1981 ¢ 140 § 6.]

Additional notes found at www.leg.wa.gov

82.04.433 Deductions—Sales of fuel for consumption
outside United States' waters by vessels in foreign com-
merce. (1) In computing tax there may be deducted from the
measure of tax imposed under RCW 82.04.250 and
82.04.270 amounts derived from sales of fuel for consump-
tion outside the territorial waters of the United States, by ves-
sels used primarily in foreign commerce.

(2) The deduction in subsection (1) of this section does
not apply with respect to the tax imposed under RCW
82.04.240, whether the value of the fuel under that tax is mea-
sured by the gross proceeds derived from the sale thereof or
otherwise under RCW 82.04.450. [2009 c 494 § 2; 1985 ¢
471 § 16.]

Intent—Finding—2009 ¢ 494: "(1) Through this act the legislature
intends to address the taxation of persons manufacturing and/or selling bun-
ker fuel. Bunker fuel is fuel intended for consumption outside the waters of
the United States by vessels in foreign commerce. Although the state has his-
torically collected tax from bunker fuel manufacturers, recently questions
have arisen whether the manufacture of bunker fuel is subject to business and
occupation tax under RCW 82.04.240. Pursuant to this act, the activity is tax-
able under RCW 82.04.240.

(2) The legislature finds that at the time the deduction allowed under
RCW 82.04.433 was enacted in 1985, it was intended to apply only to the

wholesaling or retailing of bunker fuel. In 1987 the legislature enacted the
multiple activities tax credit in RCW 82.04.440. Enactment of the multiple
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activities tax credit resulted in changed tax liability for certain taxpayers. In
particular, some taxpayers that engaged in activities that had been exempt
under the prior multiple activities exemption became subject to tax on man-
ufacturing activities upon enactment of the multiple activities tax credit in its
place. The manufacturing of bunker fuel is one such activity." [2009 ¢ 494 §
1.]

Administration—2009 ¢ 494: "The department of revenue must take
any actions that are necessary to ensure that its rules and other interpretive
statements are consistent with this act." [2009 ¢ 494 § 3.]

Application—2009 ¢ 494: "This act applies both prospectively and ret-
roactively." [2009 ¢ 494 § 4.]

Effective date—2009 ¢ 494: "This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the state gov-
ernment and its existing public institutions, and takes effect immediately
[May 14, 2009]." [2009 ¢ 494 § 6.]

Additional notes found at www.leg.wa.gov

82.04.4331 Deductions—Insurance claims for state
health care coverage. In computing tax, insurers as defined
by RCW 48.01.050, may deduct from the measure of tax
amounts paid out for claims incurred before July 1, 1990, for
covered health services under medical and dental coverage
purchased under chapter 41.05 RCW. [1988 ¢ 107 § 33.]

Additional notes found at www.leg.wa.gov

82.04.4332 Deductions—Tuition fees of foreign
degree-granting institutions. An approved branch campus
of a foreign degree-granting institution in compliance with
chapter 28B.90 RCW is considered an educational institution
for the purpose of the deduction of tuition fees provided by
RCW 82.04.170 in those instances where it is recognized as
an organization exempt from income taxes pursuant to 26
U.S.C. Sec. 501(c). [1993 ¢ 181 § 10.]

82.04.4337 Deductions—Certain amounts received
by assisted living facilities. (1) An assisted living facility
licensed under chapter 18.20 RCW may deduct from the
measure of tax amounts received as compensation for provid-
ing adult residential care, enhanced adult residential care, or
assisted living services under contract with the department of
social and health services authorized by chapter 74.39A
RCW to residents who are medicaid recipients.

(2) For purposes of this section, "adult residential care,"
"enhanced adult residential care," and "assisted living ser-
vices" have the same meaning as in RCW 74.39A.009. [2012
c10§72;2004c 174 §7.]

Application—2012 ¢ 10: See note following RCW 18.20.010.

Additional notes found at www.leg.wa.gov

82.04.4339 Deductions—Grants to support salmon
restoration. In computing tax there may be deducted from
the measure of tax amounts received by a nonprofit organiza-
tion from the United States or any instrumentality thereof or
from the state of Washington or any municipal corporation or
political subdivision thereof as grants to support salmon res-
toration purposes. For the purposes of this section, "nonprofit
organization" has the same meaning as in RCW 82.04.3651.
[2004 c 241 § 1.]

Additional notes found at www.leg.wa.gov

82.04.43391 Deductions—Commercial aircraft loan
interest and fees. (1) In computing tax there may be
deducted from the measure of tax interest and fees on loans
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secured by commercial aircraft primarily used to provide rou-
tine air service and owned by:

(a) An air carrier, as defined in *RCW 82.42.030, which
is primarily engaged in the business of providing passenger
air service;

(b) An affiliate of such air carrier; or

(c) A parent entity for which such air carrier is an affili-
ate.

(2) The deduction authorized under this section is not
available to any person who is physically present in this state
as determined under RCW 82.04.067(6).

(3) For purposes of this section, the following definitions
apply:

(a) "Affiliate" means a person is "affiliated," as defined
in RCW 82.04.645, with another person; and

(b) "Commercial aircraft" means a commercial airplane
as defined in RCW 82.32.550. [2010 Istsp.s.c 23§ 112.]

*Reviser's note: The reference to RCW 82.42.030 appears to be errone-
ous. RCW 82.42.010 was apparently intended.

Contingency—Application—2010 1st sp.s. ¢ 23 §§ 102-112: See
notes following RCW 82.04.067.

Effective date—2010 1st sp.s. ¢ 23: See note following RCW
82.04.4292.

Findings—Intent—2010 1st sp.s. ¢ 23: See notes following RCW
82.04.220.

82.04.43392 Deductions—Qualified dispute resolu-
tion centers. (1) A qualified dispute resolution center may
deduct from the measure of tax amounts received as a contri-
bution from federal, state, or local governments and nonprofit
organizations for providing dispute resolution services.

(2) A nonprofit organization may deduct from the mea-
sure of tax amounts received from federal, state, or local gov-
ernments for distribution to a qualified dispute resolution
center.

(3) A qualified dispute resolution center must:

(a) Be established under chapter 7.75 RCW; and

(b) Provide services either without charge to the partici-
pants or for a fee that is based on the participant's ability to
pay, as required by RCW 7.75.030.

(4) As used in this section, a "nonprofit organization" has
the same meaning as in RCW 82.04.3651(2). [2012 ¢ 249 §

1]

82.04.43393 Deductions—Paymaster services. (1) In
computing tax there may be deducted from the measure of
tax, amounts that a qualified employer of record engaged in
providing paymaster services receives from an affiliated
business to cover employee costs of a qualified employee.
However, no exclusion is allowed under this section for any
employee costs incurred in connection with a contractual
obligation of the taxpayer to provide services, including staff-
ing services as defined in RCW 82.04.540.

(2) The definitions in this subsection apply throughout
this section unless the context clearly requires otherwise.

(a) "Affiliated" has the same meaning as provided in
RCW 82.32.655(7).

(b) "Employee costs" are the actual cost of wages and
salaries, benefits, workers' compensation, payroll taxes, with-
holding, or other assessments paid to or on behalf of an
employee.
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(c) "Functional employment relationship" means having
control over the work schedule and activities of the employ-
ees and control over all employment decisions such as salary,
discipline, hiring, or layoffs.

(d) "Paymaster services" means providing payroll and
related human resource services.

(e) "Qualified employee" means an employee with
whom the affiliated business has a functional employment
relationship. Neither the employer of record, nor any other
affiliate, may have a functional employment relationship
with the employee.

(f) "Qualified employer of record" is a person who:

(i) Has no functional employment relationship with a
qualified employee; and

(i) Has no contractual liability with a qualified
employee for the employee costs. A qualified employer of
record may have statutory or common law liability to the
qualified employees or to third parties for employee costs.

(3) RCW 82.32.805(1) does not apply to the deduction
authorized in this section. [2013 2nd sp.s. ¢ 13 § 102.]

Findings—Intent—2013 2nd sp.s. ¢ 13: "(1) The legislature finds that
the supreme court's decision in William Rogers v. Tacoma, while clarifying
the taxation of temporary staffing agencies, resulted in differing interpreta-
tions of regulatory requirements in order to qualify for a pass-through exclu-
sion from Washington B&O taxes for payroll reimbursements made within
an affiliated group.

(2) The legislature passed Second Engrossed Substitute Senate Bill No.
6143 during the 2010 legislative session that directed the department of rev-
enue to conduct a review and provide a report on the state's tax policies with
respect to the taxation of intercompany transactions. The report affirms that
centralized payroll reporting systems can result in an additional layer of tax
for Washington businesses. Exclusions for payroll reimbursements allow
businesses to have efficient administrative costs without incurring an addi-
tional tax obligation resulting exclusively from streamlining payroll pro-
cesses. Further, this treatment of allowing for an exclusion of payroll cost
reimbursements within a centralized payroll system is consistent with histor-
ical tax practices of the department of revenue prior to the William Rogers
decision.

(3) The department of revenue continues to work with taxpayers to
study taxation of transactions within and between affiliated business organi-
zations in order to determine the appropriate policies and to identify areas
where statutory and regulatory changes may be necessary.

(4) The legislature finds that the tax policy of allowing exclusions for
payroll cost reimbursements within a centralized payroll reporting system is
appropriate and should be affirmed. The legislature adopts the historical tax
policy of allowing exclusions for payroll cost reimbursements within a cen-
tralized payroll reporting system of an affiliated group and requires the
implementation of such tax policy from October 1, 2013. In affirming this
tax policy, the legislature also intends to monitor these transactions to ensure
they are being used appropriately and not for tax avoidance purposes and to
monitor the potential impact on state revenue collections. The legislature
does not intend for part I of this act to retroactively create a right of refund
for taxes paid on payroll cost reimbursements prior to the enactment of this
statute." [2013 2nd sp.s. ¢ 13 § 101.]

Effective date—2013 2nd sp.s. ¢ 13: "Except as otherwise provided in
this act, this act takes effect October 1, 2013." [2013 2nd sp.s. ¢ 13 § 1904.]

82.04.43394 Deductions—Cooperative finance orga-
nizations. (Expires July 1, 2017.) (1) In computing tax there
may be deducted from the measure of tax, amounts received
by a cooperative finance organization where the amounts are
derived from loans to rural electric cooperatives or other non-
profit or governmental providers of utility services organized
under the laws of this state.
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(2) For the purposes of this section, the following defini-
tions apply:

(a) "Cooperative finance organization" means a non-
profit organization with the primary purpose of providing,
securing, or otherwise arranging financing for rural electric
cooperatives.

(b) "Rural electric cooperative" means a nonprofit, cus-
tomer-owned organization that provides utility services to
rural areas.

(3) This section expires July 1, 2017. [2013 2nd sp.s. ¢
13 § 602.]

Application—2013 2nd sp.s. ¢ 13 § 602: "Section 602 of this act

applies to amounts received on or after October 1, 2013." [2013 2nd sp.s. ¢
13 § 603.]

Intent—2013 2nd sp.s. ¢ 13: "(1) The intent of part VI of this act is to
provide tax relief for customers of rural electric cooperatives by providing a
business and occupation tax deduction for interest income on loans made by
certain finance organizations to rural electric cooperatives. It is the further
intent of the legislature to provide this tax deduction in a fiscally responsible
manner where the actual revenue impact of the legislation substantially con-
forms with the fiscal estimate provided in the legislation's fiscal note.

(2) To measure the effectiveness of this tax preference in meeting its
policy objectives, the joint legislative audit and review committee shall spe-
cifically evaluate customer rates charged by rural electric cooperatives that
are repaying debt to the national rural utilities cooperative finance organiza-
tion, or any similar financing organization, and the impact the business and
occupation deduction provided under part VI of this act has had on those
rates." [2013 2nd sp.s. ¢ 13 § 601.]

Effective date—2013 2nd sp.s. ¢ 13: See note following RCW
82.04.43393.

82.04.434 Credit—Public safety standards and test-
ing. (1) There may be credited against the tax imposed by
this chapter, the value of services and information relating to
setting of standards and testing for public safety provided to
the state of Washington, without charge, at the state's request,
by a nonprofit corporation that is:

(a) Organized and operated for the purpose of setting
standards and testing for public safety; and

(b) Exempt from federal income tax under section
501(c)(3) of the Internal Revenue Code of 1986, as amended;
and

(c) Organized with no direct or indirect industry affilia-
tion.

(2) The value of the services and information requested
by the state and provided to the state, without charge, shall be
determined by the allocation of the cost method using gener-
ally accepted accounting standards.

(3) The credit allowed under this section shall be limited
to the amount of tax imposed by this chapter. Any unused
excess credit in a reporting period may be carried forward to
future reporting periods for a maximum of one year. [1991 ¢
13§ 1.]

Additional notes found at www.leg.wa.gov

82.04.440 Credit—Persons taxable on multiple activ-
ities. (1) Every person engaged in activities that are subject
to tax under two or more provisions of RCW 82.04.230
through 82.04.298, inclusive, is taxable under each provision
applicable to those activities.

(2) Persons taxable under RCW 82.04.2909(2),
82.04.250, 82.04.270, 82.04.294(2), or 82.04.260 (1)(b), (c),
or (d), (4), (11), or (12) with respect to selling products in this
state, including those persons who are also taxable under
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RCW 82.04.261, are allowed a credit against those taxes for
any (a) manufacturing taxes paid with respect to the manufac-
turing of products so sold in this state, and/or (b) extracting
taxes paid with respect to the extracting of products so sold in
this state or ingredients of products so sold in this state.
Extracting taxes taken as credit under subsection (3) of this
section may also be taken under this subsection, if otherwise
allowable under this subsection. The amount of the credit
may not exceed the tax liability arising under this chapter
with respect to the sale of those products.

(3) Persons taxable as manufacturers under RCW
82.04.240 or 82.04.260 (1)(b) or (12), including those per-
sons who are also taxable under RCW 82.04.261, are allowed
a credit against those taxes for any extracting taxes paid with
respect to extracting the ingredients of the products so manu-
factured in this state. The amount of the credit may not
exceed the tax liability arising under this chapter with respect
to the manufacturing of those products.

(4) Persons taxable under RCW 82.04.230, 82.04.240,
82.04.2909(1), 82.04.294(1), 82.04.2404, or 82.04.260 (1),
(2), (4), (11), or (12), including those persons who are also
taxable under RCW 82.04.261, with respect to extracting or
manufacturing products in this state are allowed a credit
against those taxes for any (i) gross receipts taxes paid to
another state with respect to the sales of the products so
extracted or manufactured in this state, (ii) manufacturing
taxes paid with respect to the manufacturing of products
using ingredients so extracted in this state, or (iii) manufac-
turing taxes paid with respect to manufacturing activities
completed in another state for products so manufactured in
this state. The amount of the credit may not exceed the tax
liability arising under this chapter with respect to the
extraction or manufacturing of those products.

(5) For the purpose of this section:

(a) "Gross receipts tax" means a tax:

(i) Which is imposed on or measured by the gross vol-
ume of business, in terms of gross receipts or in other terms,
and in the determination of which the deductions allowed
would not constitute the tax an income tax or value added tax;
and

(i) Which is also not, pursuant to law or custom, sepa-
rately stated from the sales price.

(b) "State" means (i) the state of Washington, (ii) a state
of the United States other than Washington, or any political
subdivision of such other state, (iii) the District of Columbia,
and (iv) any foreign country or political subdivision thereof.

(¢) "Manufacturing tax" means a gross receipts tax
imposed on the act or privilege of engaging in business as a
manufacturer, and includes (i) the taxes imposed in RCW
82.04.240, 82.04.2404, 82.04.2909(1), 82.04.260 (1), (2),
(4), (11), and (12), and 82.04.294(1); (ii) the tax imposed
under RCW 82.04.261 on persons who are engaged in busi-
ness as a manufacturer; and (iii) similar gross receipts taxes
paid to other states.

(d) "Extracting tax" means a gross receipts tax imposed
on the act or privilege of engaging in business as an extractor,
and includes (i) the tax imposed on extractors in RCW
82.04.230 and 82.04.260(12); (ii) the tax imposed under
RCW 82.04.261 on persons who are engaged in business as
an