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SUBSTI TUTE HOUSE BI LL 1002

Passed Legislature - 2007 Regul ar Session
State of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session

By House Comm ttee on Fi nance (originally sponsored by
Representati ves O Brien, Orcutt, Kessl er, Condot t a, Mclntire,
Sommers, Kenney, MDonal d, Hal er, Sinpson, Willace and Warni ck)

READ FI RST TI ME 02/ 08/ 07.

AN ACT Relating to the sales and use taxation of vessels; anending
RCW 88. 02. 030; addi ng a new section to chapter 82.08 RCW adding a new
section to chapter 82.12 RCW providing an effective date; and
decl ari ng an energency.

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

NEW SECTION. Sec. 1. A new section is added to chapter 82.08 RCW
to read as foll ows:

(1) The tax levied by RCW 82.08.020 does not apply to sales to
nonresident individuals of vessels thirty feet or longer if an
i ndi vidual purchasing a vessel purchases and displays a valid use
permt.

(2)(a) An individual claimng exenption fromretail sales tax under
this section must display proof of his or her current nonresident
status at the tinme of purchase.

(b) Acceptable proof of a nonresident individual's status includes
one piece of identification such as a valid driver's |icense fromthe
jurisdiction in which the out-of-state residency is clainmed or a valid
identification card that has a photograph of the holder and is issued
by the out-of-state jurisdiction. Identification under this subsection
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(2)(b) must show the holder's residential address and have as one of
its |l egal purposes the establishnment of residency in that out-of-state
jurisdiction.

(3) Nothing in this section requires the vessel dealer to nake tax
exenpt retail sales to nonresidents. A dealer may choose to nmake sal es
to nonresidents, collect the sales tax, and remt the anobunt of sales
tax collected to the state as otherwi se provided by law. |f the dealer
chooses to nmake a sale to a nonresident w thout collecting the sales
tax, the vendor shall, in good faith, examne the proof of
nonr esi dence, determne whether the proof is acceptable under
subsection (2)(b) of this section, and nmaintain records for each
nont axabl e sale that shows the type of proof accepted, including any
identification nunbers where appropriate, and the expiration date, if
any.

(4) A vessel dealer shall issue a use permt to a buyer if the
dealer is satisfied that the buyer is a nonresident. The use permt
shall be in a form and manner required by the departnent and shall
include an affidavit, signed by the purchaser, declaring that the
vessel wll be used in a manner consistent with this section. The fee
for the issuance of a use permt is five hundred dollars for vessels
fifty feet in length or less and eight hundred dollars for vessels
greater than fifty feet in length. Funds collected under this section
and section 2 of this act shall be reported on the dealer's excise tax
return and remtted to the departnent in accordance with RCW 82. 32. 045.
The departnent shall transmt the fees to the state treasurer to be
deposited in the state general fund. The use permt nust be displayed
on the vessel and is valid for twelve consecutive nonths fromthe date
of issuance. A use permt is not renewable. A purchaser at the tine
of purchase nust make an irrevocable election to take the exenption
authorized in this section or the exenption in either RCW 82.08. 0266 or
82.08.02665. A vessel dealer nmust maintain a copy of the use permt
for the dealer's records. Vessel dealers nust provide copies of use
permts issued by the deal er under this section and section 2 of this
act to the departnent on a quarterly basis.

(5 A nonresident who clains an exenption under this section and
who uses a vessel in this state after his or her use permt for that
vessel has expired is liable for the tax inposed under RCW 82.08. 020 on
the original selling price of the vessel and shall pay the tax directly
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to the departnent. Interest at the rate provided in RCW 82.32.050
applies to anmounts due under this subsection, retroactively to the date
the vessel was purchased, and accrues until the full anmunt of tax due
is paid to the departnent.

(6) Any vessel dealer who nakes sales without collecting the tax to
a person who does not hold wvalid identification establishing
out-of -state residency, and any dealer who fails to maintain records of
sales to nonresidents as provided in this section, is personally liable
for the anmpbunt of tax due.

(7) Chapter 82.32 RCW applies to the admnistration of the fee
inposed in this section and section 2 of this act.

(8) A vessel dealer that issues use permts under this section and
section 2 of this act nust file with the departnent all returns in an
el ectronic format as provided or approved by the departnent. As used
in this subsection, "returns" has the sanme neaning as "return"” in RCW
82. 32. 050.

(a) Any return required to be filed in an electronic format under
this subsection is not filed until received by the departnent in an
el ectronic format provided or approved by the departnent.

(b) The electronic filing requirenment in this subsection ends when
a vessel dealer no longer issues use permts, and the dealer has
electronically filed all of its returns reporting the fees collected
under this section and section 2 of this act.

(c) The departnent may waive the electronic filing requirenent in
this subsection for good cause shown.

NEW SECTION. Sec. 2. A new section is added to chapter 82.12 RCW
to read as foll ows:

(1) The provisions of this chapter do not apply in respect to the
use of a vessel thirty feet or longer if a nonresident individual:

(a) Purchased the vessel from a vessel dealer in accordance with
section 1 of this act;

(b) Purchased the vessel in the state from a person other than a
vessel dealer, but the nonresident individual purchases and displays a
valid use permt from a vessel dealer under this section wthin
fourteen days of the date that the vessel is purchased in this state;
or
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(c) Acquired the vessel outside the state, but purchases and
displays a valid use permt from a vessel dealer under this section
within fourteen days of the date that the vessel is first brought into
this state.

(2) Any vessel dealer that nakes tax exenpt sales under section 1
of this act shall issue use permts under this section. A vessel
deal er shall issue a use permt under this section if the dealer is
satisfied that the individual purchasing the permt is a nonresident.
The use permt is valid for twelve consecutive nonths fromthe date of
i ssuance. A use permt is not renewable, and an individual may only
purchase one use permt for a particular vessel. A person who has been
i ssued a use permt under section 1 of this act for a particular vessel
may not purchase a use permt under this section for the sane vessel
after the use permt issued under section 1 of this act expires. Al
ot her requirenments and conditions, not inconsistent with the provisions
of this section, relating to use permts in section 1 of this act,
apply to use permts under this section. A person may not claim an
exenption under RCW 82.12.0251(1) within twenty-four nonths after a use
permt, issued under this section or section 1 of this act, for the
sanme vessel, has expired.

(3)(a) Except as provided in (b) of this subsection, a nonresident
who clains an exenption under this section and who uses a vessel in
this state after his or her use permt for that vessel has expired is
liable for the tax inposed under RCW 82.12.020 based on the val ue of
the vessel at the tinme that the vessel was either purchased in this
state under circunstances in which the exenption under section 1 of
this act did not apply or was first brought into this state, as the
case may be. Interest at the rate provided in RCW82.32.050 applies to
anounts due under this subsection, retroactively to the date that the
vessel was purchased in this state or first brought into the state, and
accrues until the full anount of tax due is paid to the departnent.

(b) A nonresident individual who is exenpt under both this section
and section 1 of this act and who uses a vessel in this state after his
or her use permt for that vessel expires is liable for tax and
I nterest as provided in section 1(5) of this act.

(4) Any vessel dealer that issues a use permt to an individual who
does not hold valid identification establishing out-of-state residency,
and any dealer that fails to maintain records for each use permt

SHB 1002. PL p. 4
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issued that shows the type of proof accepted, including any
identification nunbers where appropriate, and the expiration date, if
any, is personally liable for the anobunt of tax due.

Sec. 3. RCWB88.02.030 and 2002 c 286 s 12 are each anmended to read
as follows:

Vessel registration is required under this chapter except for the
fol |l ow ng:

(1) Mlitary or public vessels of the United States, except
recreational -type public vessels;

(2) Vessels owned by a state or subdivision thereof, wused
principally for governnental purposes and clearly identifiable as such;

(3) Vessels either (a) registered or nunbered under the [aws of a
country other than the United States; or (b) having a valid United
States custons service cruising license issued pursuant to 19 C. F. R
Sec. 4.94. On or before the sixty-first day of use in the state, any
vessel in the state under this subsection shall obtain an
identification docunment fromthe departnent of |icensing, its agents,
or subagents indicating when the vessel first cane into the state. At
the time of any issuance of an identification docunent, a thirty dollar
identification docunent fee shall be paid by the vessel owner to the
departnment of licensing for the cost of providing the identification
docunment by the departnent of licensing. Five dollars fromeach such
transaction nust be deposited in the derelict vessel renpval account
created in RCW 79. 100. 100. Any noneys remaining fromthe fee after the
paynent of costs and the deposit to the derelict vessel renoval account
shall be allocated to counties by the state treasurer for approved

boating safety prograns under RCW 88.02.045. The departnment of
licensing shall adopt rules to inplenent its duties wunder this
subsection, including issuing and displaying the identification

docunent and collecting the thirty dollar fee;

(4) Vessels that have been issued a valid nunber under federal |aw
or by an approved issuing authority of the state of principal
oper ati on. However, a vessel that is validly registered in another
state but that is renoved to this state for principal use is subject to
regi stration under this chapter. The issuing authority for this state
shall recognize the validity of the nunbers previously issued for a
period of sixty days after arrival in this state;

p. 5 SHB 1002. PL
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(5) Vessels owned by a nonresident if the vessel is |ocated upon
the waters of this state exclusively for repairs, alteration, or
reconstruction, or any testing related to the repair, alteration, or
reconstruction conducted in this state if an enployee of the repair,
alteration, or construction facility is on board the vessel during any
testing. However, any vessel owned by a nonresident is |ocated upon
the waters of +this state exclusively for repairs, alteration
reconstruction, or testing for a period |onger than sixty days, that
the nonresident shall file an affidavit wth the departnent of revenue
verifying the vessel is l|located upon the waters of this state for
repair, alteration, reconstruction, or testing and shall continue to
file such affidavit every sixty days thereafter, while the vessel is
| ocated wupon the waters of this state exclusively for repairs,
alteration, reconstruction, or testing;

(6) Vessels equipped wth propulsion nachinery of |ess than ten
hor sepower that:

(a) Are owned by the owner of a vessel for which a valid vesse
nunber has been issued;

(b) Display the nunmber of that nunbered vessel followed by the
suffix "1" in the manner prescribed by the departnment; and

(c) Are used as a tender for direct transportation between that
vessel and the shore and for no other purpose;

(7) Vessels under sixteen feet in overall length which have no
propul sion machinery of any type or which are not used on waters
subject to the jurisdiction of the United States or on the high seas
beyond the territorial seas for vessels owned in the United States and
are powered by propul sion nmachinery of ten or |ess horsepower;

(8) Vessels with no propul sion machi nery of any type for which the
primary node of propul sion is human power;

(9) Vessels primarily engaged in comrerce which have or are
required to have a valid nmarine docunent as a vessel of the United
States. Commercial vessels which the departnent of revenue determ nes
have the external appearance of vessels which would otherw se be
required to register under this chapter, nust display decals issued
annual |y by the departnent of revenue that indicate the vessel's exenpt
st at us;

(10) Vessels primarily engaged in comrerce which are owned by a
resident of a country other than the United States; ((and))

SHB 1002. PL p. 6
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(11) ((or+—and—atter—Jandary—3—21998,-)) Vessels owned by a

nonr esi dent individual brought into the state for his or her use or
enjoynent while tenporarily within the state for not nore than six
nonths in any continuous twel ve-nonth period, unless the vessel is used
in conducting a nontransitory business activity within the state.
However, the vessel nust have been issued a valid nunber under federal
law or by an approved issuing authority of the state of principa
operation. On or before the sixty-first day of use in the state, any
vessel tenporarily in the state under this subsection shall obtain an
identification docunment fromthe departnent of |icensing, its agents,
or subagents indicating when the vessel first canme into the state. An
identification docunent shall be valid for a period of two nonths. At
the time of any issuance of an identification docunent, a twenty-five
dollar identification docunent fee shall be paid by the vessel owner to
the departnent of licensing for the cost of providing the
identification docunent by the departnent of |icensing. Any noneys
remaining from the fee after paynent of costs shall be allocated to
counties by the state treasurer for approved boating safety prograns
under RCW 88. 02.045. The departnent of |icensing shall adopt rules to
inplenment its duties under this subsection, including issuing and
di splaying the identification docunent and collecting the twenty-five
dol | ar fee; and

(12) Vessels wused in this state by a nonresident individual
possessing a valid use permt issued under section 1 or 2 of this act.

NEW SECTION. Sec. 4. This act is necessary for the imrediate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
July 1, 2007.

~-- END ---
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