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458-16-115WAC 458-16-115  Personal property exemptions for
household goods, furnishings, and personal effects, and
for the head of a family. (1) Introduction.  This section
explains the personal property tax exemption for household
goods, furnishings, and personal effects. It also explains the
exemption available to the head of a family for otherwise tax-
able personal property up to a value of fifteen thousand dol-
lars. These exemptions are provided by RCW 84.36.110. (For
sections dealing with exemptions of intangible personal prop-
erty under RCW 84.36.070, see WAC 458-50-150 through
458-50-190.)

(2) Exemption for household goods, furnishings, and
personal effects.  All household goods and furnishings actu-
ally being used to equip and outfit the owner's residence or
place of abode and all personal effects held by any person for
his or her exclusive use and benefit are exempt from property
taxation. Any household goods and furnishings or personal
effects held for sale or commercial use do not qualify for this
exemption. RCW 84.36.110(1).

(a) What are household goods and furnishings?
"Household goods and furnishings" are all items of tangible
personal property normally located in or about a residence
and used or held to enhance the value or enjoyment of the res-
idence, including its premises. The phrase includes, but is not
limited to, movable items of necessity, convenience, or deco-
ration, such as furniture, appliances, food, pictures, and tools
and equipment used to maintain the residence. Personal prop-
erty qualifying for this exemption retains its exempt status
while temporarily in storage or while being used temporarily
at locations other than the owner's residence.

"Household goods and furnishings" do not include items
of personal property constructed primarily for use indepen-
dent of and separate from a residence such as boats, motor
vehicles, campers, and travel trailers. However, certain motor
vehicles, campers, and travel trailers may be entitled to an
exemption from property taxation under RCW 84.36.595.

Also, some boats may be wholly or partially exempt from
property taxation under RCW 84.36.080 and 84.36.090.

(b) What are personal effects?  "Personal effects" are
items of tangible property of a personal or intimate nature
that usually and ordinarily accompany a person such as wear-
ing apparel, jewelry, and articles of a similar nature. RCW
84.36.120.

(c) When are household goods, furnishings, and per-
sonal effects not exempt?  Personal property held for sale or
used for any business or commercial purpose does not qualify
for the household goods exemption. Thus, property used to
equip and outfit a motel, hotel, apartment, sorority, fraternity,
boarding house, rented home, duplex, or any other premises
not used by the owner for his or her own personal residence
or place of abode does not qualify for this exemption. Like-
wise, a hairdresser who uses any portion of his or her home as
a beauty salon cannot claim a household goods exemption for
personal property held for sale or otherwise used in the busi-
ness. Business inventories, however, are exempt from prop-
erty taxation under RCW 84.36.477.

Following is a nonexclusive list of items that are exempt
as household goods or furnishings if they are used in a resi-
dence or place of abode but are fully taxable if they are used
for business or commercial purposes.

(i) Desks are exempt as household goods if they are used
in a residence but are taxable if they are used in a business
office, including an office located in the owner's residence.

(ii) Silverware and china are exempt if they are used in a
residence but are taxable if they are used in a restaurant.

(iii) Art or other collections are exempt if they are
located in a residence but are taxable if they are located in a
public display or used for commercial purposes.

(iv) Power equipment such as lawnmowers used exclu-
sively to enhance the value or enjoyment of a residence,
including its premises, are exempt, but they are taxable when
used to maintain a golf course or for any other business or
commercial purpose.

(3) Exemption for the head of a family.  Each head of
a family is entitled to an exemption from his or her taxable
personal property in an amount up to fifteen thousand dollars
of actual value. RCW 84.36.110(2). For purposes of this
exemption, "actual value" has the same meaning as "true and
fair value" as defined in WAC 458-07-030. The taxpayer
must qualify for the head of a family exemption on January
1st of the assessment year (the assessment date) or the
exemption is lost for taxes payable the following year. As
noted above, household goods, furnishings, and personal
effects not used for business or commercial purposes are
exempt from property taxation; therefore, the exemption for
the head of a family does not apply to such property.

(a) Who qualifies as the head of a family?  The exemp-
tion for the head of a family applies only to individuals (i.e.,
natural persons); it does not apply to artificial entities such as
corporations, limited liability companies, or partnerships.
The "head of a family" includes the following residents of the
state of Washington:
[2008 WAC Supp—page 1]



Chapter 458-18 Title 458 WAC: Revenue, Department of
(i) Any person receiving an old age pension under the
laws of this state;

(ii) Any citizen of the United States, over the age of
sixty-five years, who has resided in the state of Washington
continuously for ten years;

(iii) The husband or wife, when the claimant is a married
person, or a surviving spouse not remarried; and

(iv) Any person who resides with, and has under his or
her care and maintenance, any of the following:

(A) His or her minor child or grandchild, or the minor
child or grandchild of his or her deceased spouse;

(B) His or her minor brother or sister or the minor child
of a deceased brother or sister;

(C) His or her father, mother, grandmother, or grandfa-
ther, or the father, mother, grandmother, or grandfather of a
deceased spouse; or

(D) Any of the other relatives mentioned in this subsec-
tion who have attained the age of majority and are unable to
take care of or support themselves.

(b) What property is not exempt?  The personal prop-
erty exemption for the head of a family does not apply to the
following:

(i) Private motor vehicles. A "private motor vehicle" is
any motor vehicle used for the convenience or pleasure of the
owner, which carries a licensing classification other than
motor vehicle for hire, auto stage, auto stage trailer, motor
truck, motor truck trailer, or dealer's license. RCW 84.36.-
120;

(ii) Mobile homes. A "mobile home" is a trailer designed
for human habitation, which is capable of being moved upon
the public streets and highways and is either more than thirty-
five feet in length or more than eight feet in width.  RCW
84.36.120;

(iii) Floating homes. A "floating home" is a building on
a float, used in whole or in part for human habitation as a sin-
gle-family dwelling and is on the property tax rolls of the
county in which it is located. A floating home is not designed
for self-propulsion by mechanical means or by means of
wind. RCW 82.45.032; or

(iv) Houses, cabins, boathouses, boat docks, or other
similar improvements that are located on publicly owned
land.

(c) Examples.  The following examples identify a num-
ber of facts and then state a conclusion. These examples
should be used only as a general guide. The status of each sit-
uation must be determined after a review of all of the facts
and circumstances.

(i) A husband and wife operate a catering business as a
limited liability company (LLC). The wife also operates a
consulting business as a sole proprietor out of the family
home. Husband and wife are not entitled to the head of family
exemption for property held by the LLC. However, the wife
is entitled to the head of family exemption for the taxable per-
sonal property used in her consulting business.

(ii) Jane Doe is a citizen of the United States, over the
age of sixty-five, and has resided in the state of Washington
continuously for over ten years. Jane owns a farm. She has
transferred title to the farm property, both real and personal,
into a trust. An attorney is the trustee, and Jane is the sole
beneficiary. Since Jane Doe has beneficial ownership of the
trust property and she qualifies as the head of a family, Jane

may claim the head of a family exemption for the taxable per-
sonal property held in the trust.

(4) How do the exemptions included in this section
affect listing?  If the county assessor is satisfied that all of the
personal property of any person is exempt from taxation, no
listing is required by the owner or taxpayer. If the value of
taxable personal property exceeds fifteen thousand dollars,
then the taxpayer must make a complete listing, and the
assessor will deduct fifteen thousand dollars from the total
amount of the assessment and assess the remainder. RCW
84.36.110(2).
[Statutory Authority:  RCW 84.08.010, 84.08.070, and 84.36.865. 07-11-
124, § 458-16-115, filed 5/21/07, effective 6/21/07; 06-24-043, § 458-16-
115, filed 11/30/06, effective 12/31/06. Statutory Authority:  RCW 84.36.-
865 and 84.08.070. 02-19-004, § 458-16-115, filed 9/4/02, effective 10/5/02.
Statutory Authority:  RCW 84.36.110, 84.08.010(2) and 84.36.865. 89-12-
013 (Order 89-7), § 458-16-115, filed 5/26/89.]

Chapter 458-18 Chapter 458-18 WAC
PROPERTY TAX—ABATEMENTS, CREDITS, 

DEFERRALS AND REFUNDS
WAC 
458-18-060 Deferral of special assessments and/or property taxes—

Limitations of deferral—Interest.
458-18-220 Refunds—Rate of interest.

458-18-060WAC 458-18-060  Deferral of special assessments
and/or property taxes—Limitations of deferral—Inter-
est. No deferral shall be granted if the liens created by the
deferrals of special assessments and/or real property taxes
equal or exceed eighty percent of the claimant's equity value
in said property. Equity value will be determined as of Janu-
ary 1 in the year the taxes are to be deferred.

The liens shall include:
(1) The total amount of special assessments and/or real

property taxes deferred, plus
(2) Interest on the amount deferred. For deferrals granted

before June 7, 2006, the interest accrues at the rate of eight
percent per year, from the time it could have been paid before
delinquency until the lien is paid. For deferrals granted after
June 7, 2006, involving special assessments or taxes due
prior to January 1, 2007, the interest accrues at the rate of
eight percent per year, from the time it could have been paid
before delinquency until the lien is paid. For deferrals granted
after June 7, 2006, involving special assessments or taxes to
be collected in 2007 and thereafter, the interest accrues at the
rate of five percent per year, from the time it could have been
paid before delinquency until the lien is paid.  When a decla-
ration is filed as a result of the requirement under RCW
84.64.050 related to a treasurer's foreclosure action, the inter-
est accrues from the date the declaration is filed and contin-
ues until the obligation is paid, at the appropriate rate as set
forth above.
[Statutory Authority:  RCW 84.38.180. 07-13-023, § 458-18-060, filed
6/11/07, effective 7/12/07; 88-13-042 (Order PT 88-9), § 458-18-060, filed
6/9/88; 84-21-010 (Order PT 84-4), § 458-18-060, filed 10/5/84; 81-21-008
(Order 81-12), § 458-18-060, filed 10/8/81; Order PT 76-1, § 458-18-060,
filed 4/7/76.]

458-18-220WAC 458-18-220  Refunds—Rate of interest. The fol-
lowing rates of interest shall apply on refunds of taxes made
pursuant to RCW 84.69.010 through 84.69.090 in accordance
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with RCW 84.69.100. The following rates shall also apply to
judgments entered in favor of the plaintiff pursuant to RCW
84.68.030. The interest rate is derived from the equivalent
coupon issue yield of the average bill rate for twenty-six
week treasury bills as determined at the first bill market auc-
tion conducted after June 30th of the calendar year preceding
the date the taxes were paid. The rate thus determined shall be
applied to the amount of the judgment or the amount of the
refund, until paid:

[Statutory Authority:  RCW 84.69.100. 07-24-037, § 458-18-220, filed
11/30/07, effective 12/31/07; 06-21-059, § 458-18-220, filed 10/16/06,
effective 11/16/06; 05-22-096, § 458-18-220, filed 11/1/05, effective
12/2/05; 04-24-101, § 458-18-220, filed 12/1/04, effective 1/1/05; 03-24-
014, § 458-18-220, filed 11/20/03, effective 12/21/03; 02-23-081, § 458-18-
220, filed 11/19/02, effective 12/20/02; 02-03-039, § 458-18-220, filed
1/8/02, effective 2/8/02; 00-24-106, § 458-18-220, filed 12/6/00, effective
12/31/00; 99-24-033, § 458-18-220, filed 11/23/99, effective 12/24/99. Stat-
utory Authority:  RCW 84.08.010, 84.08.070 and 84.69.100. 99-01-066, §
458-18-220, filed 12/14/98, effective 1/1/99; 98-01-177, § 458-18-220, filed
12/23/97, effective 1/1/98; 97-02-068, § 458-18-220, filed 12/31/96, effec-
tive 1/1/97; 96-01-093, § 458-18-220, filed 12/19/95, effective 1/1/96; 95-
06-044, § 458-18-220, filed 2/24/95, effective 3/27/95; 94-05-063, § 458-18-
220, filed 2/11/94, effective 3/14/94. Statutory Authority:  RCW 84.08.010
and 84.69.100. 93-06-096, § 458-18-220, filed 3/3/93, effective 4/3/93; 92-
17-027, § 458-18-220, filed 8/11/92, effective 9/11/92; 91-15-024, § 458-18-
220, filed 7/11/91, effective 8/11/91. Statutory Authority:  RCW 84.69.100
and 84.08.010(2). 89-10-067 (Order PT 89-6), § 458-18-220, filed 5/3/89;
88-07-003 (Order PT 88-3), § 458-18-220, filed 3/3/88. Statutory Authority:
RCW 84.69.100 as amended by 1987 c 319 and 84.08.010(2). 87-19-141
(Order PT 87-7), § 458-18-220, filed 9/23/87.]

Chapter 458-20 Chapter 458-20 WAC
EXCISE TAX RULES

WAC 
458-20-101 Tax registration and tax reporting.
458-20-163 Insurance companies, including surety companies, fra-

ternal benefit societies, fraternal fire insurance 

associations, beneficiary corporations or societies 
and Washington state health insurance pool.

458-20-167 Educational institutions, school districts, student organi-
zations, and private schools.

458-20-17902 Brokered natural gas—Use tax.
458-20-185 Tax on tobacco products.
458-20-186 Tax on cigarettes.
458-20-197 When tax liability arises.
458-20-228 Returns, payments, penalties, extensions, interest, stay 

of collection.
458-20-229 Refunds.
458-20-244 Food and food ingredients.
458-20-254 Recordkeeping.
458-20-270 Telephone program excise tax rates.
458-20-274 Staffing services.
458-20-277 Certified service providers—Compensation.

458-20-101WAC 458-20-101  Tax registration and tax reporting.
(1) Introduction.  This section explains tax registration and
tax reporting requirements for the Washington state depart-
ment of revenue as established in RCW 82.32.030 and
82.32.045. This section discusses who is required to be regis-
tered, and who must file excise tax returns. This section also
discusses changes in ownership requiring a new registration,
the administrative closure of taxpayer accounts, and the revo-
cation and reinstatement of a tax reporting account with the
department of revenue. Persons required to file tax returns
should also refer to WAC 458-20-104 (Small business tax
relief based on volume of business).

(2) Persons required to obtain tax registration
endorsements.  Except as provided in (a) of this subsection,
every person who is engaged in any business activity for
which the department of revenue is responsible for adminis-
tering and/or collecting a tax or fee, shall apply for and obtain
a tax registration endorsement with the department of reve-
nue. (See RCW 82.32.030.) This endorsement shall be
reflected on the face of the business person's registrations and
licenses document. The tax registration endorsement is non-
transferable, and valid for as long as that person continues in
business.

(a) Registration under this section is not required if all of
the following conditions are met:

(i) The person's value of products, gross proceeds of
sales, or gross income of the business, from all business
activities taxable under chapter 82.04 RCW (business and
occupation tax), is less than twelve thousand dollars per year;

(ii) A person's gross income from all business activities
taxable under chapter 82.16 RCW (public utility tax), is less
than twelve thousand dollars per year;

(iii) The person is not required to collect or pay to the
department of revenue retail sales tax or any other tax or fee
which the department is authorized to administer and/or col-
lect; and

(iv) The person is not otherwise required to obtain a
license or registration subject to the master application proce-
dure provided in chapter 19.02 RCW. For the purposes of this
section, the term "license or registration" means any agency
permit, license, certificate, approval, registration, charter, or
any form or permission required by law, including agency
rule, to engage in any activity.

(b) The term "tax registration endorsement," as used in
this section, has the same meaning as the term "tax registra-
tion" or "certificate of registration" used in Title 82 RCW and
other sections in chapter 458-20 WAC.

Year tax
paid

Auction
Year Rate

1985 1984 11.27%
1986 1985 7.36%
1987 1986 6.11%
1988 1987 5.95%
1989 1988 7.04%
1990 1989 8.05%
1991 1990 8.01%
1992 1991 5.98%
1993 1992 3.42%
1994 1993 3.19%
1995 1994 4.92%
1996 1995 5.71%
1997 1996 5.22%
1998 1997 5.14%
1999 1998 5.06%
2000 1999 4.96%
2001 2000 5.98%
2002 2001 3.50%
2003 2002 1.73%
2004 2003 0.95%
2005 2004 1.73%
2006 2005 3.33%
2007 2006 5.09%
2008 2007 4.81%
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(c) The term "person" has the meaning given in RCW
82.04.030.

(d) The term "tax reporting account number" as used in
this section, is the number used to identify persons registered
with the department of revenue.

(3) Requirement to file tax returns.  Persons registered
with the department must file tax returns and remit the appro-
priate taxes to the department, unless they are placed on an
"active nonreporting" status by the department.

(a) The department may relieve any person of the
requirement to file returns by placing the person in an active
nonreporting status if all of the following conditions are met:

(i) The person's value of products (RCW 82.04.450),
gross proceeds of sales (RCW 82.04.070), or gross income of
the business (RCW 82.04.080), from all business activities
taxable under chapter 82.04 RCW (business and occupation
tax), is:

(A) Beginning July 1, 1999, less than twenty-eight thou-
sand dollars per year (chapter 357, Laws of 1999); or

(B) Prior to July 1, 1999, less than twenty-four thousand
dollars per year;

(ii) The person's gross income (RCW 82.16.010) from
all business activities taxable under chapter 82.16 RCW
(public utility tax) is less than twenty-four thousand dollars
per year; and

(iii) The person is not required to collect or pay to the
department retail sales tax or any other tax or fee the depart-
ment is authorized to collect.

(b) The department will notify those persons it places on
an active nonreporting status. (A person may request to be
placed on an active nonreporting status if the conditions of (a)
of this subsection are met.)

(c) Persons placed on an active nonreporting status by
the department are required to timely notify the department if
their business activities do not meet any of the conditions
explained in (a) of this subsection. These persons will be
removed from an active nonreporting status, and must file tax
returns and remit appropriate taxes to the department, begin-
ning with the first period in which they do not qualify for an
active nonreporting status.

(d) Persons that have not been placed on an active nonre-
porting status by the department must continue to file tax
returns and remit the appropriate taxes.

(4) Examples.  The following examples identify a num-
ber of facts and then state a conclusion. These examples
should be used only as a general guide. The status of each sit-
uation must be determined after a review of all facts and cir-
cumstances.

(a) Bob Brown is starting a bookkeeping service. The
gross income of the business is expected to be less than
twelve thousand dollars per year. Due to the nature of the
business activities, Bob is not required to pay or collect any
other tax which the department is authorized to collect.

Bob Brown is not required to apply for and obtain a tax
registration endorsement with the department of revenue.
The conditions under which a business person may engage in
business activities without obtaining the tax registration
endorsement have been met. However, if Bob Brown in some
future period has gross income exceeding twelve thousand
dollars per year, he will be required to obtain a tax registra-
tion endorsement. If Bob's gross income exceeds twenty-

eight thousand dollars per year, he will be required to file tax
returns and remit the appropriate taxes.

(b) Cindy Smith is opening a business to sell books writ-
ten for children to local customers at retail. The gross pro-
ceeds of sales are expected to be less than twelve thousand
dollars per year.

Cindy Smith must apply for and obtain a tax registration
endorsement with the department of revenue. While gross
income is expected to be less than twelve thousand dollars
per year, Cindy Smith is required to collect and remit retail
sales tax.

(c) Alice Smith operates a taxicab service with an aver-
age gross income of eighteen thousand dollars per year. She
also owns a management consulting service with an average
gross income of fifteen thousand dollars per year. Assume
that Alice is not required to collect or pay to the department
any other tax or fee the department is authorized to collect.
Alice qualifies for an active nonreporting status because her
taxicab income is less than the twenty-four thousand dollar
threshold for the public utility tax, and her consulting income
is less than the twenty-four thousand dollar threshold for the
business and occupation (B&O) tax. If the department of rev-
enue does not first place her on an active nonreporting status,
she may request the department to do so.

(5) Out-of-state businesses.  The B&O and public util-
ity taxes are imposed on the act or privilege of engaging in
business activity within Washington. RCW 82.04.220 and
82.16.020. Out-of-state persons who have established suffi-
cient nexus in Washington to be subject to Washington's
B&O or public utility taxes must obtain a tax registration
endorsement with this department if they do not satisfy the
conditions expressed in subsection (2)(a) of this section. Out-
of-state persons required to collect Washington's retail sales
or use tax, or who have elected to collect Washington's use
tax, even though not statutorily required to do so, must obtain
a tax registration endorsement.

(a) Persons with out-of-state business locations should
not include income that is disassociated from their instate
activities in their computations for determining whether the
gross income thresholds provided in subsection (2)(a)(i) and
(ii) are satisfied.

(b) Out-of-state persons making sales into or doing busi-
ness within Washington should also refer to the following
rules in chapter 458-20 WAC for a discussion of their tax
reporting responsibilities:

(i) WAC 458-20-103 (Time and place of sale);
(ii) WAC 458-20-193 (Inbound and outbound interstate

sales of tangible personal property);
(iii) WAC 458-20-193D (Transportation, communica-

tion, public utility activities, or other services in interstate or
foreign commerce);

(iv) WAC 458-20-194 (Doing business inside and out-
side the state); and

(v) WAC 458-20-221 (Collection of use tax by retailers
and selling agents).

(6) Registration procedure.  The state of Washington
initiated the unified business identifier (UBI) program to sim-
plify the registration and licensing requirements imposed on
the state's business community. Completion of the master
application enables a person to register or license with sev-
eral state agencies, including the department of revenue,
[2008 WAC Supp—page 4]
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using a single form. The person will be assigned one unified
business identifier number, which will be used for all state
agencies participating in the UBI program. The department
may assign the unified business identifier number as the tax-
payer's revenue tax reporting account number, or it may
assign a different or additional number as the revenue tax
reporting account number.

(a) Persons completing the master application will be
issued a registrations and licenses document. The face of this
document will list the registrations and licenses (endorse-
ments) which have been obtained.

(b) The department of revenue does not charge a regis-
tration fee for issuing a tax registration endorsement. Persons
required to complete a master application may, however, be
subject to other fees.

(c) While the UBI program is administered by the
department of licensing, master applications are available at
any participating UBI service provider location. The follow-
ing agencies of the state of Washington participate in the UBI
program (see RCW 19.02.050 for a more complete listing of
participating agencies):

(i) The office of the secretary of state;
(ii) The department of licensing;
(iii) The department of employment security;
(iv) The department of labor and industries;
(v) The department of revenue.
(7) Temporary revenue registration certificate.  A

temporary revenue registration certificate may be issued to
any person who operates a business of a temporary nature.

(a) Temporary businesses, for the purposes of registra-
tion, are those with:

(i) Definite, predetermined dates of operation for no
more than two events each year with each event lasting no
longer than one month; or

(ii) Seasonal dates of operation lasting no longer than
three months. However, persons engaging in business activi-
ties on a seasonal basis every year should refer to subsection
(8) of this section.

(b) Each temporary registration certificate is valid for a
single event. Persons that subsequently make sales into
Washington may incur additional tax liability. Refer to WAC
458-20-193 (Inbound and outbound interstate sales of tangi-
ble personal property) for additional information on tax
reporting requirements. It may be required that a tax registra-
tion endorsement be obtained, in lieu of a temporary registra-
tion certificate. See subsection (2) of this section. 

(c) Temporary revenue registration certificates may be
obtained by making application at any participating UBI
agency office, or by completing a seasonal registration form.

(8) Seasonal revenue tax reporting accounts.  Persons
engaging in seasonal business activities which do not exceed
two quarterly reporting periods each calendar year may be
eligible for a tax reporting account with a seasonal reporting
status. This is a permanent account until closed by the tax-
payer. The taxpayer must specify in which quarterly report-
ing periods he or she will be engaging in taxable business
activities. The quarterly reporting periods in which the tax-
payer is engaging in taxable business activities may or may
not be consecutive, but the same quarterly period or periods
must apply each year. The taxpayer is not required to be

engaging in taxable business activities during the entire
period.

The department will provide and the taxpayer will be
required to file tax returns only for the quarterly reporting
periods specified by the taxpayer. Examples of persons which
may be eligible for the seasonal reporting status include per-
sons operating Christmas tree and/or fireworks stands. Per-
sons engaging in taxable business activities in more than two
quarterly reporting periods in a calendar year will not qualify
for the seasonal reporting status.

(9) Display of registrations and licenses document.
The taxpayer is required to display the registrations and
licenses document in a conspicuous place at the business
location for which it is issued.

(10) Multiple locations.  A registrations and licenses
document is required for each place of business at which a
taxpayer engages in business activities for which the depart-
ment of revenue is responsible for administering and/or col-
lecting a tax or fee, and any main office or principal place of
business from which excise tax returns are to be filed. This
requirement applies to locations both within and without the
state of Washington.

(a) For the purposes of this subsection, the term "place of
business" means:

(i) Any separate establishment, office, stand, cigarette
vending machine, or other fixed location; or

(ii) Any vessel, train, or the like, at any of which the tax-
payer solicits or makes sales of tangible personal property, or
contracts for or renders services in this state or otherwise
transacts business with customers.

(b) A taxpayer wishing to report all tax liability on a sin-
gle excise tax return may request a separate registrations and
licenses document for each location. The original registra-
tions and licenses document shall be retained for the main
office or principal place of business from which the returns
are to be filed, with additional documents obtained for all
branch locations. All registrations and licenses documents
will reflect the same tax reporting account number.

(c) A taxpayer desiring to file a separate excise tax return
covering a branch location, or a specific construction con-
tract, may apply for and receive a separate revenue tax report-
ing account number. A registrations and licenses document
will be issued for each tax reporting account number and will
represent a separate account.

(d) A master application must be completed to obtain a
separate registrations and licenses document, or revenue tax
reporting account number, for a new location.

(11) Change in ownership.  When a change in owner-
ship of a business occurs, the new owner must apply for and
obtain a new registrations and licenses document. The origi-
nal document must be destroyed, and any further use of the
tax reporting account number for tax purposes is prohibited.

(a) A "change in ownership," for purposes of registra-
tion, occurs upon but is not limited to:

(i) The sale of a business by one individual, firm or cor-
poration to another individual, firm or corporation;

(ii) The dissolution of a partnership;
(iii) The withdrawal, substitution, or addition of one or

more partners where the general partnership continues as a
business organization and the change in the composition of
the partners is equal to or greater than fifty percent;
[2008 WAC Supp—page 5]
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(iv) Incorporation of a business previously operated as a
partnership or sole proprietorship; 

(v) Changing from a corporation to a partnership or sole
proprietorship; or

(vi) Changing from a corporation, partnership or sole
proprietorship to a limited liability company or a limited lia-
bility partnership.

(b) For the purposes of registration, a "change in owner-
ship" does not occur upon:

(i) The sale of all or part of the common stock of a cor-
poration;

(ii) The transfer of assets to an assignee for the benefit of
creditors or upon the appointment of a receiver or trustee in
bankruptcy;

(iii) The death of a sole proprietor where there will be a
continuous operation of the business by the executor, admin-
istrator, or trustee of the estate or, where the business was
owned by a marital community, by the surviving spouse of
the deceased owner;

(iv) The withdrawal, substitution, or addition of one or
more partners where the general partnership continues as a
business organization and the change in the composition of
the partners is less than fifty percent; or

(v) A change in the trade name under which the business
is conducted.

(c) While changes in a business entity may not result in a
"change in ownership," the completion of a new master appli-
cation may be required to reflect the changes in the registered
account.

(12) Change in location.  Whenever the place of busi-
ness is moved to a new location, the taxpayer must notify the
department of the change. A new registrations and licenses
document will be issued to reflect the change in location.

(13) Lost registrations and licenses documents. If any
registrations and licenses document is lost, destroyed or
defaced as a result of accident or of natural wear and tear, a
new document will be issued upon request.

(14) Administrative closure of taxpayer accounts.
The department may, upon written notification to the tax-
payer, close the taxpayer's tax reporting account and rescind
its tax registration endorsement whenever the taxpayer has
reported no gross income and there is no indication of taxable
activity for two consecutive years.

The taxpayer may request, within thirty days of notifica-
tion of closure, that the account remain open. A taxpayer may
also request that the account remain open on an "active non-
reporting" status if the requirements of subsection (3)(a) of
this section are met. The request shall be reviewed by the
department and if found to be warranted, the department will
immediately reopen the account. The following are accept-
able reasons for continuing as an active account:

(a) The taxpayer is engaging in business activities in
Washington which may result in tax liability.

(b) The taxpayer is required to collect or pay to the
department of revenue a tax or fee which the department is
authorized to administer and/or collect.

(c) The taxpayer has in fact been liable for excise taxes
during the previous two years.

(15) Reopening of taxpayer accounts.  A business per-
son choosing to resume business activities for which the
department of revenue is responsible for administering and/or

collecting a tax or fee, may request a previously closed
account be reopened. The business person must complete a
new master application. When an account is reopened a new
registrations and licenses document, reflecting a current tax
registration endorsement, shall be issued. Persons requesting
the reopening of an account which had previously been
closed due to a revocation action should refer to subsection
(16) of this section.

(16) Revocation and reinstatement of tax registration
endorsements.  Actions to revoke tax registration endorse-
ments must be conducted by the department pursuant to the
provisions of chapter 34.05 RCW, the Administrative Proce-
dure Act, and the taxpayers bill of rights of chapter 82.32A
RCW. Persons should refer to WAC 458-20-10001, Adjudi-
cative proceedings—Brief adjudicative proceedings—
Wholesale and retail cigarette license revocation/suspen-
sion—Certificate of registration (tax registration endorse-
ment) revocation, for an explanation of the procedures and
processes pertaining to the revocation of tax registration
endorsements.

(a) The department of revenue may, by order, revoke a
tax registration endorsement if any tax warrant issued under
the provisions of RCW 82.32.210 is not paid within thirty
days after it has been filed with the clerk of the superior court,
or for any other reason expressly provided by law.

(b) The revocation order will be posted in a conspicuous
place at the main entrance to the taxpayer's place of business
and must remain posted until the tax registration endorsement
has been reinstated. A revoked endorsement will not be rein-
stated until:

(i) The amount due on the warrant has been paid, or sat-
isfactory arrangements for payment have been approved by
the department; and

(ii) The taxpayer has posted with the department a bond
or other security in an amount not exceeding one-half the
estimated average annual liability of the taxpayer.

(c) It is unlawful for any taxpayer to engage in business
after its tax registration endorsement has been revoked.

(17) Penalties for noncompliance.  The law provides
that any person engaging in any business activity, for which
registration with the department of revenue is required, shall
obtain a tax registration endorsement.

(a) The failure to obtain a tax registration endorsement
prior to engaging in any taxable business activity constitutes
a gross misdemeanor.

(b) Engaging in business after a tax registration endorse-
ment has been revoked by the department constitutes a Class
C felony.

(c) Any tax found to have been due, but delinquent, and
any tax unreported as a result of fraud or misrepresentation,
may be subject to penalty as provided in chapter 82.32 RCW,
WAC 458-20-228 and 458-20-230.
[Statutory Authority:  RCW 82.32.300 and 82.01.060(2). 07-03-031, § 458-
20-101, filed 1/8/07, effective 2/8/07. Statutory Authority:  RCW 82.32.300.
00-01-069, § 458-20-101, filed 12/13/99, effective 1/13/00; 97-08-050, §
458-20-101, filed 3/31/97, effective 5/1/97; 95-07-089, § 458-20-101, filed
3/17/95, effective 4/17/95; 93-13-126, § 458-20-101, filed 6/22/93, effective
7/23/93; 86-12-015 (Order ET 86-11), § 458-20-101, filed 5/27/86; 83-07-
032 (Order ET 83-15), § 458-20-101, filed 3/15/83; Order ET 73-1, § 458-
20-101, filed 11/2/73; Order ET 71-1, § 458-20-101, filed 7/22/71; Order ET
70-3, § 458-20-101 (Rule 101), filed 5/29/70, effective 7/1/70.]
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458-20-163WAC 458-20-163  Insurance companies, including
surety companies, fraternal benefit societies, fraternal
fire insurance associations, beneficiary corporations or
societies and Washington state health insurance pool. (1)
Introduction.  Income earned by insurance companies,
including surety companies, fraternal benefit societies, frater-
nal fire insurance associations, beneficiary corporations or
societies, and the Washington state health insurance pool is
generally subject to the service and other activities business
and occupation (B&O) tax, unless the law provides an
exemption or deduction. This section identifies exemptions
and deductions available to these businesses. It also explains
the reporting responsibilities for retail sales and use taxes for
retail purchases and retail services.

(2) Exemptions. The law provides the following B&O
tax exemptions. These amounts do not need to be reported on
the excise tax returns filed with the department of revenue.

(a) RCW 82.04.320 provides an exemption to any person
with respect to insurance business upon which a tax based on
gross premiums is paid to the state of Washington. It should
be noted, however, that the law provides expressly that this
exemption does not extend to "any person engaging in the
business of representing any insurance company, whether as
general or local agent, or acting as broker for such compa-
nies" or to "any bonding company...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." The exemption also
does not apply to any business engaged in by an insurance
company other than its insurance business. Thus an insurance
company is subject to the retailing or wholesaling B&O tax
on sales of salvaged property unless the sales are casual or
isolated sales as described in WAC 458-20-106 (Casual or
isolated sales—Business reorganizations). Also see WAC
458-20-102 (Resale certificates) for resale certificate require-
ments for wholesale sales.

(b) RCW 82.04.322 provides an exemption 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.

(c) RCW 82.04.370 provides an exemption to fraternal
benefit societies or fraternal fire insurance associations orga-
nized or licensed pursuant to Title 48 RCW and as defined in
RCW 48.36A.010.

The statute also exempts 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.

The exemption provided by RCW 82.04.370, however,
is limited to gross income from premiums, fees, assessments,
dues or other charges directly attributable to the insurance or
death benefits provided by such persons. It is not intended
that all the varied, regular business activities (e.g., sales of
food, liquor, admissions, and amusement devices receipts) of
these societies or organizations be exempt from B&O tax.
Only that portion of income which can be demonstrated as
directly attributable to charges made for insurance or provid-
ing death benefits is exempt.

(3) Deductions. For periods prior to July 1, 2006, a B&O
tax deduction was provided by RCW 82.04.4329 to a mem-
ber of the Washington state health insurance pool for assess-

ments paid by that member to the pool. This deduction did
not apply to a member who had deducted such assessments
from the insurance premiums tax, RCW 48.14.020.

(4) Retail sales and use tax responsibilities. Insurance
companies are subject to the retail sales tax or use tax upon
retail purchases, certain retail services, or articles acquired
for their own use.

When insurance companies make sales to consumers of
salvaged property (e.g., from automobile collisions, fire loss,
burglary, or theft recoveries) or any other tangible personal
property, they must collect and report retail sales tax on those
sales.
[Statutory Authority:  RCW 82.32.300 and 82.01.060(2). 07-17-109, § 458-
20-163, filed 8/17/07, effective 9/17/07. Statutory Authority:  RCW 82.32.-
300. 91-05-040, § 458-20-163, filed 2/13/91, effective 3/16/91; 87-19-007
(Order ET 87-5), § 458-20-163, filed 9/8/87; 83-07-033 (Order ET 83-16), §
458-20-163, filed 3/15/83; Order ET 70-3, § 458-20-163 (Rule 163), filed
5/29/70, effective 7/1/70.]

458-20-167

WAC 458-20-167  Educational institutions, school
districts, student organizations, and private schools. (1)
Introduction.  This section explains the application of Wash-
ington's business and occupation (B&O), retail sales, and use
taxes to educational institutions, school districts, student
organizations, and private schools. It also gives tax reporting
information to persons operating nursery schools, preschools,
or providing child care. Educational institutions which are
institutions of the state of Washington should also refer to
WAC 458-20-189 (Sales to and by the state of Washington,
etc.). Nonprofit organizations should also refer to WAC 458-
20-169 (Religious, charitable, benevolent, nonprofit service
organizations, and sheltered workshops).

(2) Definitions. For the purposes of this section, the fol-
lowing definitions apply:

(a) The term "tuition fees" includes fees for instruction,
library, laboratory, and health services. The term also
includes special fees and amounts charged for room and
board when the property or service for which such charges
are made is furnished exclusively to the students, teachers, or
other staff of the institution. RCW 82.04.170.

(b) "Educational institutions" means the following:
(i) Institutions which are established, operated, and gov-

erned by this state or its political subdivisions under Title
28A (Common school provisions), 28B (Higher education),
or 28C (Vocational education) RCW.

(ii) Nonpublic schools, including parochial or indepen-
dent schools or school districts, carrying out a program for
any or all of the grades one through twelve, which have been
approved by the Washington state board of education. (See
also chapter 180-90 WAC.)

(iii) Degree-granting institutions offering educational
credentials, instruction, or services prerequisite to or indica-
tive of an academic or professional degree or certificate
beyond the secondary level, provided the institution is
accredited by an accrediting association recognized by the
United States Secretary of Education and offers to students
an educational program of a general academic nature.
Degree-granting institutions should refer to chapter 28B.85
RCW for information about the requirement for authorization
by the Washington higher education coordinating board.
[2008 WAC Supp—page 7]
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(iv) Institutions which are not operated for profit, and
which are privately endowed under a deed of trust to offer
instruction in trade, industry, and agriculture.

(v) Programs that an educational institution cosponsors
with a nonprofit organization, as defined by the Internal Rev-
enue Code Sec. 501 (c)(3), provided that educational institu-
tion grants college credit for course work successfully com-
pleted through the educational program. 

(vi) Certain branch campuses of foreign degree-granting
institutions, provided the following requirements, among
others, are satisfied:

(A) The branch campus must be owned and operated
directly by a foreign degree-granting institution or indirectly
through a Washington profit or nonprofit corporation in
which the foreign degree-granting institution is the sole or
controlling shareholder or member;

(B) Courses must be provided solely and exclusively to
students enrolled in a degree-granting program offered by the
institution;

(C) The branch campus must be approved by the Wash-
ington higher education coordinating board to operate in this
state; and

(D) The branch campus must be recognized to be exempt
from income taxes pursuant to 26 U.S.C. Sec. 501(c). 

(vii) "Educational institutions" does not include any
entity defined as a "private vocational school" under RCW
28C.10.020 and/or any entity defined as a "degree-granting
private vocational school" under chapters 28C.10 and 28B.85
RCW (other than those described in (b)(iv) of this subsec-
tion).

(c) "Private schools" means all schools and institutions
which are excluded from the above definition of "educational
institutions." For example, an elementary school operated by
a church organization is a "private school" if the school is not
approved. It will be given the tax treatment of an "educational
institution" for purposes of this section only if it has obtained
approval from the Washington state board of education.

(3) Business and occupation tax.  Departments and
institutions of the state of Washington are not subject to the
B&O tax. (See WAC 458-20-189.) School districts are also
not subject to the B&O tax, except as to income derived from
a public utility or enterprise activity. RCW 82.04.419. Private
schools, student organizations, school districts engaging in
utility or enterprise activities, and educational institutions
which are not departments or institutions of the state of
Washington are subject to the B&O tax as follows:

(a) Service and other business activities.  The service
B&O tax applies to the following nonexclusive list of activi-
ties or sources of income:

(i) Tuition fees received by private schools. However,
educational institutions, as defined above, may deduct
amounts derived from tuition fees. RCW 82.04.4282.

(ii) Rental of conference facilities to various organiza-
tions or groups.

(iii) Rental by private schools of dormitories or other stu-
dent lodging facilities which are not generally available to the
public and where the student does not have an absolute right
of control and occupancy. (See WAC 458-20-118.) However,
educational institutions may deduct the income from charges
for lodging made to students. These amounts are defined by
law as being tuition.

(iv) Amounts received by private schools for providing
meals to students where the meals are provided exclusively
for students, teachers, staff, and their guests. However, refer
to the comments under retailing for the taxability of meals
sold to guests of students. Income from providing meals to
students by educational institutions is deductible.

(v) Amounts received from owners of coin operated
vending machines or amusement devices for allowing the
placement of those machines on the premises of the school.
(Refer also to WAC 458-20-187.)

(b) Retailing.  Activities and sources of income subject
to the retailing B&O tax include, but are not limited to, the
following:

(i) Sales of tangible personal property or services classi-
fied as retail sales. This includes sales of books and supplies
to students where these materials are not supplied as part of
the tuition charge. Sales of academic transcripts are exempt
from tax. RCW 82.04.399.

(ii) Sales of meals to guests of students.
(iii) Sales of meals or prepared foods in facilities which

are generally open to the public, including those sold to stu-
dents. (See also WAC 458-20-119.)

(4) Retail sales tax.  The retail sales tax applies to all
retail sales including, but not limited to, those identified in
subsection (3) of this section, unless a specific statutory
exemption applies.

(a) Educational institutions, school districts, student
organizations, and private schools, including departments or
institutions of the state of Washington, are required to collect
the retail sales tax on sales of tangible personal property and
retail services to consumers, even though such sales may be
exempt from the retailing B&O tax. Retail sales tax exemp-
tions are provided for sales of academic transcripts (RCW
82.08.02537) and certain food products (RCW 82.08.0293
and 82.08.0297, and WAC 458-20-244).

(b) Amounts derived from charges between departments
or institutions of the state of Washington, or between depart-
ments of the same entity, constitute interdepartmental
charges and are not subject to the retailing or retail sales tax.
(See WAC 458-20-201 and 458-20-189.) 

(c) Persons selling merchandise through vending
machines should refer to WAC 458-20-187.

(5) Deferred sales or use tax.  Educational institutions,
school districts, student organizations, and private schools
are required to report the deferred sales or use tax upon the
use of all tangible personal property purchased or acquired
under conditions whereby the Washington retail sales tax has
not been paid, unless a specific statutory exemption applies.
If items are purchased for dual purposes (i.e., for both con-
sumption and resale), a tax paid at source deduction may be
claimed for the cost of the articles resold upon which retail
sales tax was previously paid. (See WAC 458-20-102.)

(a) These organizations are the consumers of food or
beverage products which are ingredients of meals that are fur-
nished to students and faculty. However, certain food prod-
ucts are exempt from the retail sales and/or use tax. RCW
82.12.0293 and 82.12.0297, and WAC 458-20-244.

(b) Use tax exemptions are also provided for the follow-
ing:

(i) Academic transcripts. RCW 82.12.0347.
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(ii) Computers, computer components, computer acces-
sories, or computer software irrevocably donated to any pub-
lic or private nonprofit school or college in this state, as
defined by chapter 84.36 RCW. For the purposes of this
exemption, RCW 82.04.215 defines "computer" as an elec-
tronic device that accepts information in digital or similar
form and manipulates it for a result based on a sequence of
instructions. RCW 82.12.0284. This exemption is available
to both the donor and the private nonprofit school or college
receiving the donation.

(iii) Tangible personal property donated to a nonprofit
charitable organization or state or local governmental entity
including the subsequent use of the property by a person to
whom the property is donated or bailed by the nonprofit char-
itable organization, or state or local governmental entity, if
used to further the purpose of that organization.

(iv) The donation of tangible personal property without
intervening use to a nonprofit charitable organization, or the
incorporation of tangible personal property without interven-
ing use into real or personal property of or for a nonprofit
charitable organization in the course of installing, repairing,
cleaning, altering, imprinting, improving, constructing, or
decorating the real or personal property for no charge.  RCW
82.12.02595.

(v) Motor vehicles equipped with dual controls loaned to
and exclusively used by a school in connection with the
school’s driver training program. This exemption is available
to both the donor and the school receiving the donation. For
the purposes of this exemption, RCW 82.12.0264 limits the
term "school" to:

(A) The University of Washington, Washington State
University, the regional universities, The Evergreen State
College, and the state community colleges;

(B) Any public, private, or parochial school accredited
by either the state board of education or by the University of
Washington (the state accrediting station); or

(C) Any public vocational school meeting the standards,
courses, and requirements established and prescribed or
approved in accordance with the Community College Act of
1967.

(6) Nursery schools, preschools, child care providers,
privately operated kindergartens, and persons monitor-
ing home child care facilities.  Income received by nursery
schools, preschools, child care providers, and privately oper-
ated kindergartens for the care or education of children who
are under eight years of age and not enrolled in or above the
first grade is exempt from the B&O tax. RCW 82.04.4282.
Such persons are, however, subject to B&O tax upon the
gross proceeds derived from providing child care to children
who are eight years of age or older or enrolled in or above the
first grade.

Persons providing child care for periods of less than
twenty-four hours are subject to tax under the child care B&O
classification. RCW 82.04.2905. The service and other activ-
ities B&O tax classification applies to child care services pro-
vided for periods in excess of twenty-four hours. Nursery
schools, preschools, and child care providers receiving both
taxable and exempt income must properly segregate such
income in their books of account.

(a) The B&O tax does not apply to income derived by a
church for the care of children of any age for periods of less

than twenty-four hours, provided the church is exempt from
property tax under RCW 84.36.020. RCW 82.04.339.

(b) Persons who monitor home child care facilities under
one or more federal nutrition programs are required to regis-
ter with the department and are taxable on their gross income
under the service and other classification of the B&O tax.
These monitors contract with, and are accountable to the
superintendent of public instruction which receives funds
from the United States Department of Agriculture and dis-
burses funds to each monitor.  Commonly, a portion of the
funds received by the monitor is required by law to be passed
directly to the home child care facilities for the provision of
qualifying meals. That portion of the funds received by the
monitor may be taken as a "reimbursement" deduction on the
monitor's excise tax return, so that the monitor is subject to
B&O tax only on the portion of funds retained for the render-
ing of services.

(7) Examples.  The following examples identify a num-
ber of facts and then state a conclusion. These examples
should be used only as a general guide. The tax results of
other situations must be determined after a review of all of
the facts and circumstances.

(a) MN University is an educational institution created
by the state of Washington. MN University operates a book
store at which it sells text books, school supplies, and apparel
to students and nonstudents. As an institution of the state of
Washington, MN University is exempt from the B&O tax
with respect to all sales, irrespective that sales are made to
nonstudents. However, MN is required to collect and remit
retail sales tax on its gross proceeds of sales made through its
book store.

(b) DMG College is a degree-granting institution accred-
ited by an accrediting association recognized by the United
States Secretary of Education. DMG College is an educa-
tional institution operated by a church. DMG makes charges
to its students for tuition, meals, and lodging. It also receives
income for occasionally providing lodging and meals to
guests of its students during the year. DMG also rents its con-
ference and dormitory facilities to various groups during the
summer, providing cafeteria services when needed. The
income from tuition, meals, and lodging received from the
students is exempt of B&O and retail sales tax because this
entity comes within the definition of an educational institu-
tion. DMG must report the retailing B&O tax and collect and
remit retail sales tax upon the gross proceeds derived from
the sales of meals and prepared foods to the conference
attendees and guests. The income derived from the rental of
the conference and dormitory facilities to various groups and
student guests is subject to the service B&O tax. The college
is not considered as holding itself out for the sale of lodging
to the general public.

(c) JB College is an educational institution which is not a
department or institution of the state of Washington. JB Col-
lege has converted five housing units from student use for use
by nonstudents. Guests of the administration use these units
for stays of two or three days, and are charged a specific
amount per night. The college provides linen, towels, etc., to
the users. These units are always rented for periods under
thirty days. JB College must report this rental income under
the retailing B&O tax and collect and remit retail sales tax.
This income is not derived from the occasional rental of stu-
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dent lodging facilities, but is derived from the rental of
accommodations specifically maintained for public use.

(d) Jane Doe operates a private preschool and kindergar-
ten, providing care and elementary education for children.
She also provides after hours child care. Jane Doe may claim
a deduction for the income received for the care and educa-
tion of children under eight years old and not enrolled in or
above the first grade, provided this income is properly segre-
gated in her books of account. The income attributable to the
care of children at or above the first grade level, i.e., eight
years old or enrolled in or above the first grade, is subject to
the child care B&O tax. Jane Doe may be able to reduce or
eliminate any child care B&O tax liability if she qualifies for
the small business B&O tax credit. RCW 82.04.4451 and
WAC 458-20-104.
[Statutory Authority:  RCW 82.32.300 and 82.01.060(2). 07-10-056, § 458-
20-167, filed 4/27/07, effective 5/28/07. Statutory Authority:  RCW 82.32.-
300. 99-03-005, § 458-20-167, filed 1/7/99, effective 2/7/99; 94-07-047, §
458-20-167, filed 3/10/94, effective 4/10/94; 83-07-032 (Order ET 83-15), §
458-20-167, filed 3/15/83; Statutory Authority:  RCW 82.01.060(2) and
82.32.300. 78-07-045 (Order ET 78-4), § 458-20-167, filed 6/27/78; Order
ET 70-3, § 458-20-167 (Rule 167), filed 5/29/70, effective 7/1/70.]

458-20-17902

WAC 458-20-17902  Brokered natural gas—Use tax.
(1) Introduction.  RCW 82.12.022 and 82.14.230 impose
state and local use taxes on the use of natural gas or manufac-
tured gas by a consumer, if the person who sold the gas to the
consumer has not paid public utility tax on that sale. This use
tax is imposed only for natural gas delivered to a consumer
through a pipeline. The use tax is applied at the same rate as
the state and city public utility taxes. This section explains
how this use tax applies and how it is reported to the depart-
ment.

(2) Definitions.  For the purpose of this section:
(a) "Brokered natural gas" means natural gas purchased

by a consumer from a source out of the state and delivered to
the consumer in this state.

(b) "Value of gas consumed or used" means the purchas-
ing price of the gas to the consumer and generally must
include all or part of the transportation charges as explained
later.

(3) Applicability of use tax. The distribution and sale of
natural gas in this state is generally taxed under the state and
city public utility taxes. With changing conditions and federal
regulations, it is now possible to have natural gas brokered
from out of the state and sold directly to the consumer. If this
occurs and the public utility taxes have not been paid, RCW
82.12.022 (state) and RCW 82.14.230 (city) impose a use tax
on the brokered natural gas at the same rate as the state and
city public utility taxes.

(4) State tax. When the use tax applies, the rate of tax
imposed is equal to the public utility tax on gas distribution
business under RCW 82.16.020 (1)(c). The rate of tax applies
to the value of the gas consumed or used and is imposed upon
the consumer.

(5) City tax. Cities are given the authority to impose a
use tax on brokered natural gas. When imposed and applica-
ble, the rate of tax is equal to the tax on natural gas business
under RCW 35.21.870 on the value of gas consumed or used
and is imposed on the consumer.

(6) Transportation charges.
(a) If all or part of the transportation charges for the

delivery of the brokered natural gas are separately subject to
the state's and cities' public utility taxes (RCW 82.16.020
(1)(c) and RCW 35.21.870), those transportation charges are
excluded from measure of the use tax. The transportation
charges not subject to the public utility taxes are included in
the value of the gas consumed or used.

(b) Examples.  The following examples identify a num-
ber of facts and then state a conclusion. These examples
should be used only as a general guide. In actual practice, the
tax status of a situation must be determined after a review of
all of the facts and circumstances.

(i) Public university purchases natural gas from an out of
the state source through a broker. The natural gas is delivered
by interstate pipeline to the local gas distribution system who
delivers it to the university. The university pays the supplier
for the gas, the pipeline for the interstate transportation
charge, and the gas distribution system for its local transpor-
tation charge. The transportation charge by the pipeline is not
subject to public utility tax because it is an interstate transpor-
tation charge. The transportation charge paid to the local gas
distribution system is subject to the public utility taxes as an
intrastate delivery. The value of the gas consumed or used is
the purchase price paid to the supplier plus the transportation
charge paid to pipeline company.

(ii) The above factual situation applies except that the
natural gas is delivered directly by the interstate pipeline to
the university. The university pays the supplier for the gas
and the pipeline for the transportation charge. As the trans-
portation charge is not subject to the public utility tax, it will
be included in the measure of the tax. The value of the gas
consumed or used is the purchase price plus the transporta-
tion charge paid to the pipeline.

(7) Credits against the taxes.
(a) A credit is allowed against the use taxes described in

this section for any use tax paid by the consumer to another
state which is similar to this use tax and is applicable to the
gas subject to this tax. Any other state's use tax allowed as a
credit will be prorated to the state's and cities' portion of the
tax based on the relative rates of the two taxes.

(b) A credit is also allowed against the use tax imposed
by the state for any gross receipts tax similar that imposed
pursuant to RCW 82.16.020 (1)(c) by another state on the
seller of the gas with respect to the gas consumed or used.

(c) A credit is allowed against the use tax imposed by the
cities for any gross receipts tax similar to that imposed pursu-
ant to RCW 35.21.870 by another state or political subdivi-
sion of the state on the seller of the gas with respect to the gas
consumed or used.

(8) Reporting requirements. The person who delivers
the gas to the consumer must make and submit a report to the
local sales and use tax section of the department's taxpayer
account administration division by the fifteenth day of the
month following a calendar quarter. The report must contain
the following information:

(a) The name and address of the consumer to whom gas
was delivered,

(b) The volume of gas delivered to each consumer during
the calendar quarter, and,
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(c) Service address of consumer if different from mailing
address.

(9) Collection and administration. Use tax on brokered
natural gas must be filed with the department by the con-
sumer on forms and records prescribed by the department.
Such forms and records must be accompanied by the remit-
tance of the tax. The department's authority to collect this tax
is found in RCW 82.12.020 and 82.14.050.
[Statutory Authority:  RCW 82.32.300, 82.01.060(2), 82.12.022 and
82.14.230. 07-24-055, § 458-20-17902, filed 12/3/07, effective 1/3/08. Stat-
utory Authority:  RCW 82.32.300. 90-17-068, § 458-20-17902, filed
8/16/90, effective 9/16/90.]

458-20-185WAC 458-20-185  Tax on tobacco products. (1) Intro-
duction.  This rule explains the tax liabilities of persons
engaged in business as retailers or distributors of tobacco
products other than cigarettes. The tax on tobacco products
(also called "other tobacco products tax," "tobacco tax," or
"OTP tax") is in addition to all other taxes owed, such as
retailing or wholesaling business and occupation tax, sales
tax, and litter tax. See WAC 458-20-186 for tax liabilities
associated with taxes that apply exclusively to cigarettes.

(2) Organization of rule.  The information provided in
this rule is divided into five parts:

(a) Part I provides definitions and explains the tax liabil-
ities of persons engaged in the business of selling or distrib-
uting tobacco products (excluding cigarettes) in this state.

(b) Part II explains the licensing requirements and
responsibilities for persons making wholesale or retail sales
of tobacco products in this state.

(c) Part III explains the requirements and responsibilities
for persons transporting tobacco products in Washington.

(d) Part IV explains the recordkeeping requirements and
enforcement of the tobacco tax.

(e) Part V describes the credits for tax paid and the pro-
cedures that must be followed to qualify for credit.
Part I - Tax on Tobacco Products (excluding Cigarettes)

(101) In general.  The Washington state tobacco prod-
ucts tax is due and payable by the first distributor who pos-
sesses tobacco products in this state. The measure of the tax
in most instances is based on the actual price paid by the dis-
tributor for the tobacco product, unless the distributor is affil-
iated with the seller.

(102) Definitions.  For the purposes of this rule, the fol-
lowing definitions apply:

(a) "Actual price" means the total amount of consider-
ation for which tobacco products are sold, valued in money,
whether received in money or otherwise, including any
charges by the seller necessary to complete the sale such as
charges for delivery, freight, transportation, or handling.

(b) "Affiliated" means related in any way by virtue of
any form or amount of common ownership, control, opera-
tion, or management.

(c) "Board" means the liquor control board.
(d) "Business" means any trade, occupation, activity, or

enterprise engaged in for the purpose of selling or distribut-
ing tobacco products in this state.

(e) "Cigar" means a roll for smoking that is of any size
or shape and that is made wholly or in part of tobacco, irre-
spective of whether the tobacco is pure or flavored, adulter-

ated or mixed with any other ingredient, if the roll has a wrap-
per made wholly or in greater part of tobacco.  "Cigar" does
not include a cigarette.

(f) "Cigarette" has the same meaning as in RCW
82.24.010.

(g) "Department" means the department of revenue.
(h) "Distributor" means:
(i) Any person engaged in the business of selling tobacco

products in this state who brings, or causes to be brought, into
this state from without the state any tobacco products for sale;

(ii) Any person who makes, manufactures, fabricates, or
stores tobacco products in this state for sale in this state;

(iii) Any person engaged in the business of selling
tobacco products from outside this state who ships or trans-
ports tobacco products to retailers in this state, to be sold by
those retailers;

(iv) Any person engaged in the business of selling
tobacco products in this state who handles for sale any
tobacco products that are within this state but upon which tax
has not been imposed. RCW 82.26.010 (3)(a) through (d).
(For example, Sunshine Tobacco Shop ("Sunshine") buys
cigars from an out-of-state manufacturer for resale to con-
sumers in this state. The cigars are shipped to Sunshine via
common carrier.  In this instance, Sunshine is a distributor,
must have both a retailer's and a distributor's license, and
must pay the tobacco products tax on the products it brings
into the state.  However, if Sunshine bought its merchandise
exclusively from in-state distributors that have paid the
tobacco products tax on that merchandise, Sunshine would
not be considered a distributor, and would need only a
retailer's license.)

(i) "Indian," "Indian country," and "Indian tribe"
have the same meaning as defined in chapter 82.24 RCW and
WAC 458-20-192.

(j) "Manufacture" means the production, assembly, or
creation of new tobacco products. For the purposes of this
rule, "manufacture" does not necessarily have the same
meaning as provided in RCW 82.04.120.

(k) "Manufacturer" means a person who manufactures
and sells tobacco products.

(l) "Manufacturer's representative" means a person
hired by a manufacturer to sell or distribute the manufac-
turer's tobacco products, and includes employees and inde-
pendent contractors.

(m) "Person" means any individual, receiver, adminis-
trator, executor, assignee, trustee in bankruptcy, trust, estate,
firm, copartnership, joint venture, club, company, joint stock
company, business trust, municipal corporation, the state and
its departments and institutions, political subdivision of the
state of Washington, corporation, limited liability company,
association, society, any group of individuals acting as a unit,
whether mutual, cooperative, fraternal, nonprofit, or other-
wise. The term excludes any person immune from state taxa-
tion, including the United States or its instrumentalities, and
federally recognized Indian tribes and enrolled tribal mem-
bers, conducting business within Indian country.

(n) "Place of business" means any place where tobacco
products are sold or where tobacco products are manufac-
tured, stored, or kept for the purpose of sale, including any
vessel, vehicle, airplane, train, or vending machine.
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(o) "Retailer" means any person engaged in the busi-
ness of selling tobacco products to ultimate consumers.

(p) "Retail outlet" means each place of business from
which tobacco products are sold to consumers.

(q) "Sale" means:
(i) Any transfer, exchange, or barter, in any manner or by

any means whatsoever, for a consideration, and includes and
means all sales made by any person.

(ii) The term "sale" includes a gift by a person engaged
in the business of selling tobacco products, for advertising,
promoting, or as a means of evading the provisions of this
chapter.

(r) "Sample" and "sampling" have the same meaning
as in RCW 70.155.010.

(s) "Store," "stores," or "storing" means the holding
of tobacco products for later sale or delivery inside or outside
this state. For example:

(i) Wilderness Enterprises ships products from out-of-
state to its Kent warehouse. All products are intended for
future sale to Alaska. Wilderness Enterprises is a distributor
that stores tobacco products in this state.  Wilderness Enter-
prises is liable for tobacco products tax on the products stored
in this state. (However, see subsection (501) of this section
for credits that may be available to Wilderness Enterprises
for out-of-state sales.)

(ii) Cooper Enterprises brings tobacco products into this
state for sale. It rents storage space from a third party, Easy
Storage. Cooper Enterprises (the distributor), not Easy Stor-
age, is responsible for the tax and reporting requirements on
the stored tobacco products.

(t) "Taxable sales price" means:
(i) In the case of a taxpayer that is not affiliated with the

manufacturer, distributor, or other person from whom the
taxpayer purchased tobacco products, the actual price for
which the taxpayer purchased the tobacco products. For pur-
poses of this subsection, "person" includes both persons as
defined in (m) of this subsection and any person immune
from state taxation, including the United States or its instru-
mentalities, and federally recognized Indian tribes and
enrolled tribal members, conducting business within Indian
country;

(ii) In the case of a taxpayer that purchases tobacco prod-
ucts from an affiliated manufacturer, affiliated distributor, or
other affiliated person, and that sells those tobacco products
to unaffiliated distributors, unaffiliated retailers, or ultimate
consumers, the actual price for which that taxpayer sells
those tobacco products to unaffiliated distributors, unaffili-
ated retailers, or ultimate consumers.

For purposes of this subsection, "person" includes both
persons as defined in (m) of this subsection and any person
immune from state taxation, including the United States or its
instrumentalities, and federally recognized Indian tribes and
enrolled tribal members, conducting business within Indian
country;

(iii) In the case of a taxpayer that sells tobacco products
only to affiliated distributors or affiliated retailers, the price,
determined as nearly as possible according to the actual price
for which other distributors sell similar tobacco products of
like quality and character to unaffiliated distributors, unaffil-
iated retailers, or ultimate consumers;

(iv) In the case of a taxpayer that is a manufacturer sell-
ing tobacco products directly to ultimate consumers, the
actual price for which the taxpayer sells those tobacco prod-
ucts to ultimate consumers;

(v) In the case of a taxpayer that has acquired tobacco
products under a sale as defined in (q)(ii) of this subsection,
the price, determined as nearly as possible according to the
actual price for which the taxpayer or other distributors sell
the same tobacco products or similar tobacco products of like
quality and character to unaffiliated distributors, unaffiliated
retailers, or ultimate consumers; or

(vi) In any case where (t)(i) through (v) of this subsec-
tion do not apply, the price, determined as nearly as possible
according to the actual price for which the taxpayer or other
distributors sell the same tobacco products or similar tobacco
products of like quality and character to unaffiliated distribu-
tors, unaffiliated retailers, or ultimate consumers.

(u) "Taxpayer" means a person liable for the tax
imposed by chapter 82.26 RCW.

(v) "Tobacco products" means cigars, cheroots, sto-
gies, periques, granulated, plug cut, crimp cut, ready rubbed,
and other smoking tobacco, snuff, snuff flour, cavendish,
plug and twist tobacco, fine-cut and other chewing tobaccos,
shorts, refuse scraps, clippings, cuttings and sweepings of
tobacco, and other kinds and forms of tobacco, including
wrapping papers or tubes that contain any amount of tobacco
(such as "blunts"), prepared in such manner as to be suitable
for chewing or smoking in a pipe or otherwise, or both for
chewing and smoking, but shall not include cigarettes as
defined in RCW 82.24.010.

(w) "Unaffiliated distributor" means a distributor that
is not affiliated with the manufacturer, distributor, or other
person from whom the distributor has purchased tobacco
products.

(x) "Unaffiliated retailer" means a retailer that is not
affiliated with the manufacturer, distributor, or other person
from whom the retailer has purchased tobacco products.

(103) Imposition of tax.  RCW 82.26.030 as amended
effective July 1, 2005, states:  "It is the further intent and pur-
pose of this chapter that the distributor who first possesses the
tobacco product in this state shall be the distributor liable for
the tax and that in most instances the tax will be based on the
actual price that the distributor paid for the tobacco product,
unless the distributor is affiliated with the seller." The tax is
imposed at the time the first distributor possesses the product
in this state for sale. RCW 82.26.020(2).

Examples.  The following examples, while not exhaus-
tive, illustrate some of the circumstances in which the tax is
imposed. These examples should be used only as a general
guide. The status of each situation must be determined after a
review of all of the facts and circumstances.

(a) BET Wholesalers sells and ships tobacco products
from Kentucky via common carrier to Surprise Enterprises in
Washington. The tax is due from Surprise Enterprises a
licensed distributor, because it is the first possessor in Wash-
ington that holds the product for sale. However, BET Distrib-
utors must give the liquor control board (LCB) notice of its
intent to ship tobacco products into this state.

(b) BET Wholesalers sells and ships tobacco products in
its own trucks from Kentucky to Jamie's Enterprises, a
licensed distributor in Washington. The tax is due from BET
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Wholesalers, because it is the first possessor in Washington
that holds the product for sale.

(c) Garden State Cigars is located in New Jersey. It ships
its products to Washington retailers via National Common
Carrier. The retailers must be licensed as distributors and are
liable for the tax. However, Garden State Cigars must give
the liquor control board (LCB) notice of its intent to ship
tobacco products into this state.

(104) Rates.  The Washington state tobacco tax is an
excise tax levied on the taxable sales price as defined in RCW
82.26.010. The rate is a combination of statutory rates found
in RCW 82.26.020.

(105) Promotions.
(a) Tobacco products sold, provided at a reduced cost, or

given away for advertising or any other purpose are taxed in
the same manner as if they were sold, used, consumed, han-
dled, possessed, or distributed in this state. RCW 82.26.010
(5)(b). The taxable sales price for the tobacco products is the
actual price for which the taxpayer or other distributors sell
the same tobacco products, or a maximum of 67 cents each
for cigars. RCW 82.26.010(18).

For example, Etta's (an out-of-state manufacturer) gives
Joe's Distributing 500 cigars and 200 cans of snuff as a pro-
motion. Etta's and Joe's Distributing are unaffiliated.  Joe's
Distributing normally sells this brand of cigars for $1.00 each
and the snuff for $2.50 each to unaffiliated distributors and/or
retailers. Joe's Distributing owes tobacco products tax on this
merchandise. Because Joe's Distributing normally sells each
cigar for more than 67 cents, the tobacco products tax is cal-
culated on the cigars at 50 cents each (500 x 0.50 = $250).
The tobacco products tax on the snuff is calculated at 75% of
Joe's normal selling price to unaffiliated buyers (200 x $2.50
= $500 x 75% = $375) for a total tobacco products tax of
$625.

(b) If a product is purchased or sold at a discount in a
promotion characterized as a "2 for 1" or similar sale, the tax
is calculated on the actual prorated consideration the buyer
paid to the unaffiliated distributor, or a maximum of 67 cents
a cigar.

For example:
(i) Duke Distributing (an out-of-state wholesaler) ships

tobacco products via common carrier to Lem's Tobacco Shop
(an unaffiliated Washington retailer). Duke invoices Lem's
for $1,500. The sale includes 200 cigars priced "buy one for
$2 and get one free"; the balance of the sale is chewing
tobacco priced at $1,300. Lem's Tobacco Shop is liable for
the tax.  The tax on the chewing tobacco is $975 ($1,300 x
75%). Each cigar costs Lem's Tobacco Shop $1 ($200/200
cigars = $1 per cigar). Because each cigar costs more than 67
cents, the tax on the cigars is capped at $0.50 each. The tax on
the cigars is $100 (200 cigars x $0.50 = $100). Total tobacco
tax due on the invoice is $1,075.

(ii) Shasta Distributing (an out-of-state wholesaler) ships
OTP in its own trucks to Lem's Tobacco Shop (an unaffiliated
Washington retailer). Shasta invoices Lem's for $1,500. The
sale includes 200 cigars priced "buy one for $2 and get one
free"; the balance of the sale is chewing tobacco priced at
$1,300. Shasta Distributing owes the tax. Shasta originally
purchased the products from an unaffiliated manufacturer for
$300 ($100 for the cigars and $200 for the chewing tobacco).
The tax on the chewing tobacco is $150 ($200 x 75%). The

tax on the cigars is $75 ($100 x 75% = $75), because the
cigars cost less than 67 cents each ($100/200 cigars = 50
cents per cigar). Total tobacco tax due on the invoice is $225.

(iii) Wind Blown Distributing (an out-of-state whole-
saler) ships tobacco products in its own trucks to Lem's
Tobacco Shop (an unaffiliated retailer located in this state).
Wind Blown invoices Lem's for $1,500. The sale includes
200 cigars priced "buy one for $2 and get one free"; the bal-
ance of the sale is chewing tobacco priced at $1,300. Wind
Blown Distributing owes the tax. Wind Blown originally pur-
chased the products from an affiliated manufacturer for $100
($25 for the cigars and $75 for the chewing tobacco). The
measure of the tax is the actual price for which Wind Blown
sells these products to unaffiliated buyers, i.e., Lem's. The tax
due on the chewing tobacco is $975 ($1,300 x 75%). The tax
on the cigars is $100 (200 cigars x 50 cents).  The tax on the
cigars is capped at $0.50 each, because each cigar costs more
than 67 cents ($200/200 cigars = $1 per cigar). Total tobacco
tax due on the invoice is $1,075.
Part II - Wholesale and Retail Tobacco Products Vendor 

Licensing Requirements and Responsibilities

(201) License required.  No person may engage in the
retail or wholesale distribution of tobacco products in this
state without a license.

(202) Distributor's license.  Prior to selling or distribut-
ing tobacco products from a stock of goods in Washington or
to retailers in Washington, each distributor must first obtain a
tobacco distributor's license from the department of licens-
ing.

(a) Background check.  Each distributor must undergo
a criminal background check before a license will be issued.
Chapter 82.26 RCW. The background check must be com-
pleted to the satisfaction of the liquor control board and the
department. Failure to provide information sufficient to com-
plete the background check may result in denial of the
license. A background check will not be required if the appli-
cant has had a background check for a license issued under
chapter 66.24 or 82.24 RCW.

(b) Application.  Application for license or renewal of
license is made on forms supplied by the department of
licensing and must be accompanied by the annual license fee
as provided in chapter 82.26 RCW. A distributor's license is
valid for one year from the date it is issued. The annual fees
will not apply if the licensee pays the corresponding annual
distributor cigarette fees under RCW 82.24.510.

(c) Multiple locations.  If the distributor sells, intends to
sell, or stores tobacco products at more than one place of
business, whether temporary or permanent, a separate license
with a license fee as provided in chapter 82.26 RCW is
required for each additional place of business. Each license
must be exhibited in the place of business for which it is
issued.

(203) Duties and responsibilities of licensed distribu-
tors.

(a) Sales restricted.  Wholesalers selling tobacco prod-
ucts in this state may sell tobacco products only to Washing-
ton retailers or wholesalers who have a current tobacco
license, to other licensed wholesalers, the federal government
or its instrumentalities, or to Indian tribal entities authorized
to possess untaxed tobacco products.
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(b) Manufacturer's representatives.  Manufacturers
selling tobacco products through manufacturer's representa-
tives must provide the department a current list of the names,
addresses and telephone numbers of all such representatives.
The list is mailed to:  Washington State Department of Reve-
nue, P.O. Box 47477, Olympia, WA 98504. The manufac-
turer must have a distributor's license and its representatives
must carry a copy of the manufacturer's distributor license at
all times when selling or distributing the manufacturer's
tobacco products.

(204) Retail license.  Prior to the retail sale or distribu-
tion of tobacco products, each retailer must first be issued a
retail tobacco license from the department of licensing. A
license is required for each location at which tobacco prod-
ucts are sold at retail. Each license must be exhibited at the
place of business for which it is issued.

Application.  Applications for license or renewals of
license are made on forms supplied by the department of
licensing and must be accompanied by the annual license fee
as provided in chapter 82.26 RCW. A retail tobacco license is
valid for one year from the date it is issued. The annual fees
will not apply if the licensee pays the corresponding annual
retailer cigarette fees under RCW 82.24.510.

(205) Duties and responsibilities of retailers.  A
retailer that obtains tobacco products from an unlicensed dis-
tributor or any other person that is not licensed under this
chapter must be licensed both as a retailer and a distributor
and is liable for the tax imposed under RCW 82.26.020 with
respect to the tobacco products acquired from the unlicensed
person that are held for sale, handling, or distribution in this
state. For example, if a retailer buys tobacco products from an
Indian smoke shop or an out-of-state wholesaler who does
not have a tobacco distributor license, the retailer must obtain
a distributor license and pay the tobacco tax due.

(206) Suspension or revocation of wholesale or retail
tobacco licenses.

(a) The department has full power and authority to sus-
pend or revoke the license of any wholesale or retail tobacco
dealer in the state upon sufficient showing that the license
holder has violated the provisions of chapter 82.26 RCW or
this rule. See RCW 82.26.220 and WAC 458-20-10001 for
information on the procedures pertaining to suspension or
revocation of cigarette licenses.

(b) Any person possessing both a tobacco products
license and a cigarette license is subject to suspension and
revocation of both licenses for violation of either chapter
82.24 or 82.26 RCW. For example, if a person has both a cig-
arette license and a tobacco license, revocation of the tobacco
license will also result in revocation of the cigarette license.

(c) A person whose license has been suspended or
revoked must not sell or permit the sale of tobacco products
or cigarettes on premises occupied or controlled by that per-
son during the period of the suspension or revocation.

(d) Any person whose license has been revoked must
wait one year following the date of revocation before request-
ing a hearing for reinstatement. Reinstatement hearings are
held pursuant to WAC 458-20-10001.

Part III - Transporting Tobacco Products in Washington

(301) Transportation of tobacco products restricted.
(a) Only licensed distributors or retailers in their own

vehicles, or manufacturer's representatives authorized to sell
or distribute tobacco products in this state, can transport
tobacco products in this state. Individuals transporting the
product must have a copy of a valid retailer's or distributor's
license in their possession and evidence that they are repre-
sentatives of the licensees. Individuals transporting tobacco
products for sale must also have in their possession invoices
or delivery tickets for the tobacco products that show the
name and address of the consignor or seller, the name and
address of the consignee or purchaser, and the quantity and
brands of the tobacco products being transported. It is the
duty of the distributor, retailer, or manufacturer responsible
for the delivery or transportation of the tobacco products to
ensure that all drivers, agents, representatives, or employees
have the delivery tickets or invoices in their possession for all
such shipments.

(b) All other persons must give notice to the board in
advance of transporting or causing tobacco products to be
transported in this state for sale. This includes those trans-
porting tobacco products in this state via common carrier. For
example:  Peg's Primo Cigars (PPC), a small out-of-state dis-
tributor, sells tobacco products to retailers in Washington.
PPC ships the products via National Common Carrier. Before
placing the product in shipment to Washington, PPC must
give notice to the board of the pending shipment. The notice
must include the name and address of the consignor or seller,
the name and address of the consignee or purchaser, the
quantity and brands of the tobacco products being trans-
ported, and the shipment date.

Part IV - Recordkeeping and Enforcement

(401) Books and records.  An accurate set of records
showing all transactions related to the purchase, sale, or dis-
tribution of tobacco products must be retained. RCW
82.26.060, 82.26.070 and 82.26.080. All records must be pre-
served for five years from the date of the transaction.

(a) Distributors.  Distributors must keep at each place of
business complete and accurate records for that place of busi-
ness. The records to be kept by distributors include itemized
invoices of tobacco products held, purchased, manufactured,
brought in or caused to be brought in from without the state
or shipped or transported to retailers in this state, and of all
sales of tobacco products. The itemized invoice for each pur-
chase or sale must be legible and must show the seller's name
and address, the purchaser's name and address, the date of
sale, and all prices and discounts.  Itemized invoices must be
preserved for five years from the date of sale.

(b) Retailers.  Retailers must secure itemized invoices of
all tobacco products purchased. The itemized invoice for
each purchase must be legible and must show the seller's
name and address, the purchaser's name and address, the date
of sale, and all prices and discounts. Itemized invoices must
be preserved for five years from the date of sale. Retailers are
responsible for the tax on any tobacco products for which
they do not have invoices.

(402) Reports and returns.  The department may
require any person dealing in tobacco products in this state to
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complete and return forms, as furnished by the department,
setting forth sales, inventory, shipments, and other data
required by the department to maintain control over trade in
tobacco.

(a) Tax returns.  The tax is reported on the combined
excise tax return that must be filed according to the reporting
frequency assigned by the department. Detailed instructions
for preparation of these returns may be obtained from the
department.

(b) Reports.  Retailers and distributors may be required
to file a report with the department in compliance with the
provisions of the National Uniform Tobacco Settlement
when purchasing tobacco products (e.g., "roll your own
tobacco") from certain manufacturers. Please see WAC 458-
20-264 and chapter 70.157 RCW.

(403) Criminal provisions.  Chapter 82.26 RCW pro-
hibits certain activities with respect to tobacco products. Per-
sons handling tobacco within this state must refer to these
statutes.

(404) Search, seizure, and forfeiture.  Any tobacco
products in the possession of a person selling tobacco in this
state without a license or transporting tobacco products with-
out the proper invoices or delivery tickets may be seized
without a warrant by any agent of the department, agent of
the board, or law enforcement officer of this state. In addi-
tion, all conveyances, including aircraft, vehicles, or vessels
used to transport the illegal tobacco product may be seized
and forfeited.

(405) Enforcement.  Pursuant to RCW 82.26.121 and
66.44.010, enforcement officers of the liquor control board
may enforce all provisions of the law with respect to the tax
on tobacco products. Retailers and distributors must allow
department personnel and enforcement officers of the liquor
control board free access to their premises to inspect the
tobacco products on the premises and to examine the books
and records of the business. If a retailer fails to allow free
access, or hinders, or interferes with department personnel
and/or enforcement officers of the liquor control board, that
retailer's registration certificate issued under RCW 82.32.030
is subject to revocation. Additionally, any licenses issued
under chapter 82.26 or 82.24 RCW are subject to suspension
or revocation by the department.

(406) Penalties.  Penalties and interest may be assessed
in accordance with chapter 82.32 RCW for nonpayment of
tobacco tax.

Part V - Credits

(501) Credits.
(a) Interstate and foreign sales.  A credit is available to

distributors for tobacco products sold to retailers and whole-
salers outside the state for resale. This credit may be taken
only for the amount of tobacco products tax reported and pre-
viously paid on such products. RCW 82.26.110. No credit
may be taken for a sale of tobacco products from a stock of
goods in this state to a consumer outside the state.

(b) Returned or destroyed goods.  A credit may be
taken for tax previously paid when tobacco products are
destroyed or returned to the manufacturer. Credits claimed
against tax owed or as a refund of tax paid, must be supported
by documentation.

(c) Documentation.  Credits claimed against tax owed
or as a refund of tax paid, must be supported by documenta-
tion.  Affidavits or certificates are required, and must sub-
stantially conform to those illustrated below. The affidavits
or certificates must be completed by the taxpayer prior to
claiming the credit, and must be retained with the taxpayer's
records as set forth in Part VI of this rule.

Claim for Credit on Tobacco Products Sold for Resale 
Outside Washington

The undersigned distributor under penalty of perjury under
the laws of the state of Washington certifies that the follow-
ing is true and correct to the best of his/her knowledge:

(Business name), (tax reporting number),  purchased the
tobacco products specified below for resale outside this state.
Tobacco products tax has been paid on such tobacco products
as set forth below.

Claim for Credit on Tobacco Products Destroyed Mer-
chandise

(i) Certificate of taxpayer.

The undersigned certifies under penalty of perjury under
the laws of the state of Washington that the following is true
and correct to the best of his/her knowledge:

Products were purchased from:  (name of business)
. . . . . . . . . 

Date
Products were sold to:  (name of out-of-state buyer)

. . . . . . . . . . . . . . . . . . . . . . 
Address

. . . . . . . . . 
Date

Product
Taxable 

sales price Quantity
Tax 
paid

Cigars exceeding 
$0.67 per cigar N/A
Cigars not exceed-
ing $0.67 per cigar N/A
All tobacco prod-
ucts that are not 
cigars N/A

Signature of Taxpayer or Authorized Representative:. . . . . 
. . . . . . . . . . . 
Name . . . . . . . . . . . . . . . 
Title: . . . . . . . . . . . . . . . . 

Product
Taxable sales 

price Quantity
Tax 
paid

Cigars exceed-
ing $0.67 per 
cigar N/A
Cigars not 
exceeding $0.67 
per cigar N/A
All tobacco prod-
ucts that are not 
cigars N/A
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Claim for Credit on Tobacco Products Returned Mer-
chandise

(ii) Certificate of manufacturer.

The undersigned certifies under penalty of perjury under
the laws of the state of Washington that the following is true
and correct to the best of his/her knowledge:

[Statutory Authority:  RCW 82.32.300 and 82.01.060(2). 07-04-119, § 458-
20-185, filed 2/7/07, effective 3/10/07; 03-12-058, § 458-20-185, filed
6/2/03, effective 7/3/03. Statutory Authority:  RCW 82.32.300. 94-10-061, §
458-20-185, filed 5/3/94, effective 6/3/94; 90-04-038, § 458-20-185, filed
1/31/90, effective 3/3/90; 83-07-032 (Order ET 83-15), § 458-20-185, filed
3/15/83; Order ET 71-1, § 458-20-185, filed 7/22/71; Order ET 70-3, § 458-
20-185 (Rule 185), filed 5/29/70, effective 7/1/70.]

458-20-186WAC 458-20-186  Tax on cigarettes. (1) Introduction.
This rule addresses those taxes and licensing activities that
apply exclusively to cigarettes as defined by RCW 82.24.010.
See WAC 458-20-185 for tax liabilities and registration

requirements associated with tobacco products other than
cigarettes. The tax on cigarettes is in addition to all other
taxes owed. For example, retailers and wholesalers are liable
for business and occupation tax on their retailing or wholesal-
ing activities, and must collect and remit sales tax on retail
sales of cigarettes.  Consumers pay the cigarette tax in addi-
tion to sales or use tax on purchases of cigarettes for con-
sumption within this state. (Wholesalers not licensed in the
state of Washington who are making sales of cigarettes to
Indians in accordance with a cigarette tax contract authorized
by RCW 43.06.455 must comply with the specific terms of
their individual contracts. See also WAC 458-20-192 regard-
ing sales in Indian country.)

(2) Organization of rule.  The information provided in
this rule is divided into seven parts:

(a) Part I explains the tax liabilities of persons who sell,
use, consume, handle, possess, or distribute cigarettes in this
state.

(b) Part II explains the licensing requirements and
responsibilities for persons making wholesale or retail sales
of cigarettes in this state.

(c) Part III explains the stamping requirements and how
the cigarette tax rates are calculated.

(d) Part IV describes the exemptions from the tax and the
procedures that must be followed to qualify for exemption.

(e) Part V explains the requirements and responsibilities
for persons transporting cigarettes in Washington.

(f) Part VI explains the requirements and responsibilities
for persons engaged in making delivery sales of cigarettes
into this state.

(g) Part VII explains the enforcement and administration
of the cigarette tax.

Part I - Tax on Cigarettes

(101) In general.  The Washington state cigarette tax is
due and payable by the first person who sells, uses, con-
sumes, handles, possesses, or distributes the cigarettes in this
state.

(a) Possession.  For the purpose of this rule, a "pos-
sessor" of cigarettes is anyone who personally or through an
agent, employee, or designee, has possession of cigarettes in
this state.

(b) Payment.  Payment of the cigarette tax is made
through the purchase of stamps from banks authorized by the
department of revenue (department) to sell the stamps. Only
licensed wholesalers may purchase or obtain cigarette
stamps.  Except as specifically provided in Part IV of this
rule, it is unlawful for any person other than a licensed whole-
saler to possess unstamped cigarettes in this state. However,
as explained in subsection (102)(b) of this rule, certain con-
sumers may possess unstamped cigarettes for personal con-
sumption if they pay the tax as provided in this rule.

(c) Imposition of tax.  Ordinarily, the tax obligation is
imposed on and collected from the first possessor of
unstamped cigarettes. However, failure of an exempt entity
with an obligation to collect and remit the tax does not relieve
a subsequent nonexempt possessor of unstamped cigarettes
from liability for the tax.

(d) Promotions.  Cigarettes given away for advertising
or any other purpose are taxed in the same manner as if they
were sold, used, consumed, handled, possessed, or distrib-

(Business name),  (tax reporting number),  a dealer in 
tobacco products, has destroyed tobacco products unfit for 
sale. Tobacco tax has been paid on such tobacco products as 
set forth above. The tobacco products were destroyed in the 
manner set forth below. The destruction occurred either:
(A) In the presence of an authorized agent of the department 
of revenue; or
(B) With prior authorization from the department to destroy 
the product without an agent of the department present.
Date, manner, and place of destruction:. . . . . . . . . . . . . . . . . . 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Signature of Taxpayer or Authorized Representative:. . . . . . . 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Name: . . . . . . . . . . . . . . . . 
Title: . . . . . . . . . . . . . . . . . 
Witnessed or approved:. . . . . . . . . . . . . . . . . . . . . . . . . 
Authorized Agent, Department of Revenue

Product
Taxable sales 

price Quantity
Tax 
paid

Cigars exceed-
ing $0.67 per 
cigar N/A
Cigars not 
exceeding $0.67 
per cigar N/A
All tobacco 
products that are 
not cigars N/A

(Business name),  (tax reporting number),  a dealer in 
tobacco products, has returned merchandise unfit for sale. 
Tobacco tax has been paid on such tobacco products as set 
forth above.
Returned to: . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Date: . . . . . . . . . . . . . . . . 
Method of transport: . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Manufacturer's credit issued on: . . . . . . . . . . . . . . . . . 
Credit memo number: . . . . . . . . . . . . . . . . . . . . . . . . . . 
Signature of Taxpayer or Authorized Representative:
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Name: . . . . . . . . . . . . . . . . 
Title: . . . . . . . . . . . . . . . . . 
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uted in this state, but are not required to have the stamp
affixed.  Instead, the manufacturer of the cigarettes must pay
the tax on a monthly return filed with the department. See
subsection (702) of this rule.

(102) Possession of cigarettes in Washington state.
(a) Every person who is (i) in possession of unstamped

cigarettes in this state, and (ii) is not specifically exempt by
law, is liable for payment of the cigarette tax as provided in
chapter 82.24 RCW and this rule.

(b) Consumers who buy unstamped cigarettes or who
purchase cigarettes from sources other than licensed retailers
in this state must pay the cigarette tax as provided in subsec-
tion (702) of this rule when they first bring the cigarettes into
this state or first possess them in this state. This requirement
includes, but is not limited to, delivery sales as described in
Part VI of this rule.

(c) Cigarettes purchased from Indian retailers.  Spe-
cial rules apply to cigarettes purchased from Indian retailers.

(i) Indians purchasing cigarettes in Indian country are
exempt from the state cigarette tax; however, these sales must
comply with WAC 458-20-192. Other consumers may pur-
chase cigarettes for their personal consumption from "quali-
fied Indian retailers" without incurring liability for state ciga-
rette tax. A "qualified Indian retailer" is one who is subject to
the terms of a valid cigarette tax contract with the state pursu-
ant to RCW 43.06.455.

(ii) Consumers who purchase cigarettes from Indian
retailers who are not subject to a cigarette tax contract with
the state must comply with the reporting requirements and
remit the cigarette tax as explained in subsection (702) of this
rule. These consumers are also liable for the use tax on their
purchases. See WAC 458-20-178.

(iii) It is the duty of the consumer in each instance to
ascertain his or her responsibilities with respect to such pur-
chases.

(d) Cigarettes purchased on military reservations.
Active duty or retired military personnel, and their depen-
dants, may purchase cigarettes for their own consumption on
military reservations without paying the state tax (see Part
IV). However, such persons are not permitted to give or resell
those cigarettes to others.

(e) Counterfeit cigarettes.  It is unlawful for any person
to manufacture, sell, or possess counterfeit cigarettes. A cig-
arette is counterfeit if (i) it or its packaging bears any logo or
marking used by a manufacturer to identify its own ciga-
rettes, and (ii) the cigarette was not manufactured by the
owner of that logo or trademark or by any authorized licensee
of the manufacturer. RCW 82.24.570.

(f) Possession of unstamped and untaxed cigarettes, and
possession of counterfeit cigarettes, are criminal offenses in
this state. See Part VII.
Part II - Wholesale and Retail Cigarette Vendor Licens-

ing Requirements and Responsibilities

(201) License required.  No person, other than a gov-
ernment instrumentality or an Indian retailer as set forth in
Part IV of this rule, may engage in the retail or wholesale dis-
tribution of cigarettes in this state without a license.  No per-
son may engage in the business of sampling within this state
unless that person has first obtained a sampler's license. Fail-
ure to obtain the required license prior to sampling or selling

cigarettes at wholesale or retail is a criminal act. RCW
70.155.050.

(202) Definitions.  For the purposes of this rule, the fol-
lowing definitions apply:

(a) "Place of business" means any location where busi-
ness is transacted with, or sales are made to, customers. The
term includes, but is not limited to, any vehicle, truck, vessel,
or the like at which sales are made.

(b) "Retailer" means every person, other than a whole-
saler, who purchases, sells, offers for sale, or distributes cig-
arettes, regardless of quantity or amount, or the number of
sales, and all persons operating under a retailer's registration
certificate.

(c) "Retail selling price" means the ordinary, custom-
ary, or usual price paid by the consumer for each package of
cigarettes, less the tax levied by the state.

(d) "Sample" and "sampling" have the same meaning
as in RCW 70.155.010.

(e) "Wholesaler" means every person who purchases,
sells, or distributes cigarettes, as defined in chapter 82.24
RCW, to retailers for the purpose of resale only.

(203) Wholesale license.  Prior to the sale or distribution
of cigarettes at wholesale, each wholesaler must first obtain a
wholesale cigarette license from the department of licensing.

(a) Background check.  Each wholesaler must undergo
a criminal background check before a license will be issued.
RCW 82.24.510. The background check must be completed
to the satisfaction of the liquor control board and the depart-
ment.  Failure to provide information sufficient to complete
the background check may, in the department's discretion,
result in denial of the license.

(b) Application.  Application for license or renewal of
license is made on forms supplied by the department of
licensing and must be accompanied by the annual license fee
as provided in chapter 82.24 RCW. A wholesale cigarette
license is valid for one year from the date it is issued.

(c) Multiple locations.  If the wholesaler sells, or
intends to sell, cigarettes at more than one place of business,
whether temporary or permanent, a separate license with a
license fee as provided in chapter 82.24 RCW is required for
each additional place of business. Each license must be
exhibited in the place of business for which it is issued.

(d) Bond required.  Each licensed wholesaler must file
a bond with the department in an amount determined by the
department, but not less than $5,000.00. The bond must be
executed by the wholesaler as principal, and by a corporation
approved by the department of licensing and authorized to
engage in business as a surety company in this state, as
surety. The bond must run concurrently with the wholesaler's
license.

(204) Duties and responsibilities of licensed wholesal-
ers.

(a) Stamps.  Only licensed wholesalers may purchase or
obtain cigarette stamps. Wholesalers are prohibited by law
from selling or providing stamps to any other wholesaler or
person.

(b) Numbering.  Each roll of stamps, or group of sheets,
has a separate serial number. The department keeps records
of which wholesaler purchases each roll or group of sheets.
Wholesalers are prohibited from possessing stamps other
than those specifically issued to them.
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(c) Sales restricted.  Wholesalers selling cigarettes in
this state may sell cigarettes only to Washington retailers
who have a current retail cigarette license, to other licensed
wholesalers, or to Indian tribal entities authorized to possess
cigarettes that are not taxed by the state.

(d) Unstamped cigarettes.  Except as explained in Part
IV of this rule, no person other than a licensed wholesaler
may possess unstamped cigarettes in this state. (For the pur-
pose of this rule, the term "unstamped cigarette" means any
cigarette that does not bear a Washington state cigarette
stamp as described in Part III of this rule.) Licensed whole-
salers may possess unstamped cigarettes in this state only in
the following circumstances:

(i) Licensed wholesalers may possess unstamped ciga-
rettes for up to 72 hours after receipt; however, the cigarettes
must be stamped on or before sale or transfer to any other
party other than another licensed wholesaler. Licensed
wholesalers may possess unstamped cigarettes for more than
72 hours after receipt if they receive prior written permission
from the department to do so.

(ii) Licensed wholesalers who have furnished a surety
bond in an amount determined by the department may set
aside, without stamping, that portion of their stock reason-
ably necessary for conducting sales to persons outside this
state or to instrumentalities of the federal government. All
unstamped stock must be kept separate and apart from
stamped stock.

(e) Transfers.  Wholesalers in possession of unstamped
cigarettes under subsection (204)(d) of this rule that are trans-
ferred by the wholesaler to another facility within this state
must be transferred in compliance with RCW 82.24.250.

(205) Retail license.  Prior to the retail sale or distribu-
tion of cigarettes, each retailer must first be issued a retail
cigarette license from the department of licensing.  A license
is required for each location at which cigarettes are sold at
retail. Each license must be exhibited at the place of business
for which it is issued.

(a) Application.  Applications for license or renewal of
license are made on forms supplied by the department of
licensing and must be accompanied by the annual license fee
as provided in chapter 82.24 RCW. A retail cigarette license
is valid for one year from the date it is issued.

(b) Vending machines.  Retailers operating cigarette
vending machines are required to pay an additional annual
fee as set forth in chapter 82.24 RCW for each vending
machine.

(206) Duties and responsibilities of retailers.
(a) No retailer in this state may possess unstamped ciga-

rettes unless he or she is also a licensed wholesaler.
(b) Retailers may obtain cigarettes only from cigarette

wholesalers licensed by this state.
(207) Additional requirements for manufacturers,

wholesalers, retailers, and samplers.  Persons making
wholesale or retail sales or engaged in the business of sam-
pling of cigarettes in this state must comply with all the pro-
visions of chapters 70.155 and 70.158 RCW. All cigarettes
sold, delivered, or attempted to be delivered, in violation of
RCW 70.155.105 are subject to seizure and forfeiture. RCW
82.24.130.

(208) Suspension or revocation of wholesale or retail
cigarette licenses.

(a) The department has full power and authority to
revoke or suspend the license of any wholesale or retail ciga-
rette dealer in the state upon sufficient showing that the
license holder has violated the provisions of chapter 82.24
RCW or this rule. See RCW 82.24.550 and WAC 458-20-
10001 for information on the procedures pertaining to sus-
pension or revocation of cigarette licenses.

(b) Any person possessing both a cigarette license and a
tobacco products license is subject to suspension and revoca-
tion of both licenses for violation of either chapter 82.24 or
82.26 RCW. For example, if a person has both a cigarette
license and a tobacco license, revocation of the cigarette
license will also result in revocation of the tobacco license.

(c) A person whose license has been suspended or
revoked must not sell or permit the sale of cigarettes or
tobacco products on premises occupied or controlled by that
person during the period of the suspension or revocation.

(d) For the purposes of this rule, "tobacco products" has
the same meaning as in RCW 82.26.010.

(e) Any person whose license has been revoked must
wait one year following the date of revocation before request-
ing a hearing for reinstatement. Reinstatement hearings are
held pursuant to WAC 458-20-10001.

Part III - Stamping and Rates

(301) Cigarette stamps.
(a) Stamps indicating payment of the cigarette tax must

be affixed prior to any sale, use, consumption, handling, pos-
session, or distribution of all cigarettes other than those spe-
cifically exempted as explained in Part IV of this rule.  The
stamp must be applied to the smallest container or package,
unless the department, in its sole discretion, determines that it
is impractical to do so. Stamps must be of the type authorized
by the department and affixed in such a manner that they can-
not be removed from the package or container without being
mutilated or destroyed.

(b) Licensed wholesalers may purchase state-approved
cigarette stamps from authorized banks. Payment for stamps
must be made at the time of purchase unless the wholesaler
has prior approval of the department to defer payment and
furnishes a surety bond equal to the proposed monthly credit
limit. Payments under a deferred plan are due within thirty
days following purchase. Licensed wholesalers are compen-
sated for affixing the stamps at the rate of $6.00 per thousand
stamps affixed ("stamping allowance"). (The stamping
allowance is subject to business and occupation tax under the
service and other business activities classification.)

(302) Rates.
(a) The Washington state cigarette tax is imposed on a

per cigarette basis. The rate of the tax is a combination of
statutory rates found in RCW 82.24.020, 82.24.027, and
82.24.028.

(b) When the rate of tax increases, the first person who
sells, uses, consumes, handles, possesses, or distributes pre-
viously taxed cigarettes after the rate increase is liable for the
additional tax.

(303) Refunds.  Any person may request a refund of the
face value of the stamps when the tax is not applicable and
the stamps are returned to the department. Documentation
supporting the claim must be provided at the time the claim
for refund is made.
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(a) Refunds for stamped untaxed cigarettes sold to Indian
tribal members or tribal entities in the full value of the stamps
affixed will be approved by an agent of the department.

(b) Refunds for stamped cigarettes will not include the
stamping allowance if the stamps are:

(i) Damaged, or unfit for sale, and as a result are
destroyed or returned to the manufacturer or distributor; or

(ii) Improperly or partially affixed through burns, jams,
double stamps, stamped on carton flaps, or improperly
removed from the stamp roll.

(c) The claim for refund must be filed on a form provided
by the department. An affidavit or a certificate from the man-
ufacturer for stamped cigarettes returned to the manufacturer
for destruction or by an agent of the department verifying the
voiding of stamps and authorizing the refund must accom-
pany the claim for refund.

Part IV - Exemptions

(401) In general.  There are limited exemptions from the
cigarette tax provided by law. This part discusses exemptions
and the procedures that must be followed to qualify for an
exemption.

(402) Government sales.  The cigarette tax does not
apply to the sale of cigarettes to:

(a) The United States Army, Navy, Air Force, Marine
Corps, or Coast Guard exchanges and commissaries and
Navy or Coast Guard ships' stores;

(b) The United States Veteran's Administration; or
(c) Any person authorized to purchase from the federal

instrumentalities named in (a) or (b) above, if the cigarettes
are purchased from the instrumentality for personal con-
sumption.

(403) Sales in Indian country.
(a) The definitions of "Indian," "Indian country," and

"Indian tribe," in WAC 458-20-192 apply to this rule.  "Cig-
arette contract" means an agreement under RCW 43.06.450
through 43.06.460.

(b) The cigarette tax does not apply to cigarettes taxed by
an Indian tribe in accordance with a cigarette contract under
RCW 43.06.450 through 43.06.460.

(c) The cigarette tax does not apply to cigarettes sold to
an Indian in Indian country for personal consumption; how-
ever, those sales must comply with the allocation provisions
of WAC 458-20-192. Sales made by an Indian cigarette out-
let to nontribal members are subject to the tax, except as pro-
vided in (b) above.

(d) See WAC 458-20-192 for information on making
wholesale sales of cigarettes to Indians and Indian tribes.

(404) Interstate commerce.  The cigarette tax does not
apply to cigarettes sold to persons licensed as cigarette dis-
tributors in other states when, as a condition of the sale, the
seller either delivers the cigarettes to the buyer at a point out-
side this state, or delivers the same to a common carrier with
the shipment consigned by the seller to the buyer at a location
outside this state. Any person engaged in making sales to
licensed distributors in other states or making export sales or
in making sales to the federal government must furnish a
surety bond in a sum equal to twice the amount of tax that
would be affixed to the cigarettes that are set aside for the
conduct of such business without affixing cigarette stamps.

The unstamped stock must be kept separate and apart from
any stamped stock.

Part V - Transporting Cigarettes in Washington

(501) Transportation of cigarettes restricted.  No per-
son other than a licensed wholesaler may transport
unstamped cigarettes in this state except as specifically set
forth in RCW 82.24.250 and this rule, or as may be allowed
under a cigarette tax contract subject to the provisions of
RCW 43.06.455. Licensed wholesalers transporting
unstamped cigarettes in this state must do so only in their
own vehicles unless they have given prior notice to the liquor
control board of their intent to transport unstamped cigarettes
in a vehicle belonging to another person.

(502) Notice required.  Persons other than licensed
wholesalers intending to transport unstamped cigarettes in
this state must first give notice to the liquor control board of
their intent to do so.

(503) Transportation of unstamped cigarettes.  All
persons transporting unstamped cigarettes must have in their
actual possession invoices or delivery tickets for such ciga-
rettes. The invoices or delivery tickets must show the true
name and address of the consignor or seller, the true name
and address of the consignee or purchaser, and the quantity
and brands of the cigarettes transported. It is the duty of the
person responsible for the delivery or transport of the ciga-
rettes to ensure that all drivers, agents, or employees have the
delivery tickets or invoices in their actual possession for all
such shipments.

(504) Consignment.  If the cigarettes transported pursu-
ant to subsection (501), (502), or (503) of this rule are con-
signed to or purchased by any person in this state, that pur-
chaser or consignee must be a person who is authorized by
chapter 82.24 RCW to possess unstamped cigarettes in this
state.

(505) Out-of-state shipments.  Licensed wholesalers
shipping cigarettes to a point outside Washington or to a fed-
eral instrumentality must, at the time of shipping or delivery,
report the transaction to the department. The report must
show both (a) complete details of the sale or delivery, and (b)
whether stamps have been affixed to the cigarettes.

The report may be made either by submitting a duplicate
invoice or by completing a form provided by the department,
and must be filed with the department as set forth in subsec-
tion (702) of this rule.

(506) Compliance required.  No person may possess or
transport cigarettes in this state unless the cigarettes have
been properly stamped or that person has fully complied with
the requirements of RCW 82.24.250 and this rule. Failure to
comply with the requirements of RCW 82.24.250 is a crimi-
nal act. Cigarettes in the possession of persons who have
failed to comply are deemed contraband and are subject to
seizure and forfeiture under RCW 82.24.130.

Part VI - Delivery Sales of Cigarettes

(601) Definitions.  The definitions in this subsection
apply throughout this rule.

(a) "Delivery sale" means any sale of cigarettes to a
consumer in the state where either:  (i) The purchaser submits
an order for a sale by means of a telephonic or other method
of voice transmission, mail delivery, any other delivery ser-
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vice, or the internet or other online service; or (ii) the ciga-
rettes are delivered by use of mail delivery or any other deliv-
ery service. A sale of cigarettes made in this manner is a
delivery sale regardless of whether the seller is located within
or outside the state. (For example, "Royal Tax-free Smokes,"
located in the state of Vermont, offers sales via the internet
and a toll-free telephone number, and ships its products to
consumers in this state. These transactions are delivery
sales.) A sale of cigarettes not for personal consumption to a
person who is a wholesaler licensed under chapter 82.24
RCW or a retailer licensed under chapter 82.24 RCW is not a
delivery sale.

(b) "Delivery service" means any private carrier
engaged in the commercial delivery of letters, packages, or
other containers, that requires the recipient of that letter,
package, or container to sign to accept delivery.

(602) Tax liability.  Cigarettes delivered in this state
pursuant to a delivery sale are subject to tax as provided in
Part I of this rule. Persons making delivery sales in this state
are required to provide prospective consumers with notice
that the sales are subject to tax pursuant to chapters 82.24 and
82.12 RCW, with an explanation of how the tax has been or
is to be paid with respect to such sales.

(603) Additional requirements.  Persons making deliv-
ery sales of cigarettes in this state must comply with all the
provisions of chapter 70.155 RCW. All cigarettes sold, deliv-
ered, or attempted to be delivered, in violation of RCW
70.155.105 are subject to seizure and forfeiture. RCW
82.24.130.

Part VII - Enforcement and Administration

(701) Books and records.  An accurate set of records
showing all transactions related to the purchase, sale, or dis-
tribution of cigarettes must be retained. RCW 82.24.090.
These records may be combined with those required in con-
nection with the tobacco products tax (see WAC 458-20-
185), if there is a segregation therein of the amounts
involved.  All records must be preserved for five years from
the date of the transaction.

(702) Reports and returns.  The department may
require any person dealing with cigarettes in this state to
complete and return forms, as furnished by the department,
setting forth sales, inventory, and other data required by the
department to maintain control over trade in cigarettes.

(a) Manufacturers and wholesalers selling stamped,
unstamped, or untaxed cigarettes must submit a complete
record of sales of cigarettes in this state monthly. This report
is due no later than the fifteenth day of the calendar month
and must include all transactions occurring in the previous
month.

(b) Persons making sales of tax-exempt cigarettes to
Indian tribes or Indian retailers pursuant to WAC 458-20-192
(9)(a) must transmit a copy of the invoice for each such sale
to the special programs division of the department prior to
shipment.

(c) Wholesalers selling stamped cigarettes manufactured
by nonparticipating manufacturers as defined in WAC 458-
20-264 must report all such sales to the special programs
division no later than the twenty-fifth day of the calendar
month and must include all transactions occurring in the pre-
vious month.

(d) Persons making sales of cigarettes into this state to
other than a licensed wholesaler or retailer must file a report
as required under Title 15, Chapter 10A, section 376 of the
U.S. Code (commonly referred to as the "Jenkins Act"
report). This report is due no later than the 10th day of each
calendar month and must include all transactions occurring in
the previous month.

(e) Persons shipping or delivering any cigarettes to a
point outside of this state must submit a report showing full
and complete details of the interstate sale or delivery as set
forth in Part V of this rule. This report is due no later than the
fifteenth day of the calendar month immediately following
the shipment or delivery.

(f) Persons giving away unstamped cigarettes for adver-
tising, promotional, or any other purpose, must report and
pay the tax on the number of cigarettes distributed in this
state.

(g) Consumers who buy unstamped cigarettes or who
purchase cigarettes from sources other than licensed retailers
in this state must pay the tax when they first bring the ciga-
rettes into this state or first possess them in this state. The tax
is paid with a "Tax Declaration for Cigarettes," which may be
obtained from the department.

(703) Criminal provisions.  Chapter 82.24 RCW pro-
hibits certain activities with respect to cigarettes. Persons
handling cigarettes within this state must refer to these stat-
utes. The prohibited activities include, but are not limited to,
the following:

(a) Transportation or possession of 60,000 or fewer
cigarettes.  Transportation or possession of 60,000 or fewer
unstamped cigarettes is prohibited unless the notice require-
ments set forth in RCW 82.24.250 have been met; failure to
meet those notice requirements is a gross misdemeanor.
RCW 82.24.110 (1)(m).

(b) Transportation or possession of more than 60,000
cigarettes.  Transportation or possession of more than 60,000
unstamped cigarettes is prohibited unless the notice require-
ments set forth in RCW 82.24.250 have been met; failure to
meet those notice requirements is a felony. RCW 82.24.110
(2).

(c) Forgery or counterfeiting of stamps.  Alteration,
fabrication, forgery, and counterfeiting of stamps are felo-
nies. RCW 82.24.100.

(d) Counterfeit cigarettes.  The manufacture, sale, or
possession of counterfeit cigarettes in this state is a felony.
RCW 82.24.570.

(704) Search, seizure, and forfeiture.  The department
or the liquor control board may search for, seize, and subse-
quently dispose of unstamped cigarette packages and con-
tainers, counterfeit cigarettes, conveyances of all kinds
(including aircraft, vehicles, and vessels) used for the trans-
portation of unstamped and/or counterfeit cigarettes, and
vending machines used for the sale of unstamped and/or
counterfeit cigarettes. See RCW 82.24.130, et seq., for provi-
sions relating to search, seizure, and forfeiture of property,
possible redemption of property, and for treatment of such
property in the absence of redemption.

(705) Penalties.  RCW 82.24.120 provides a penalty for
failure to affix the cigarette stamps or to cause the stamps to
be affixed as required, or to pay any tax due under chapter
82.24 RCW. In addition to the tax deemed due, a penalty
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equal to the greater of $10.00 per package of unstamped cig-
arettes or $250.00 will be assessed. Interest is also assessed
on the amount of the tax at the rate as computed under RCW
82.32.050(2) from the date the tax became due until the date
of payment. The department may, in its sole discretion, can-
cel all or part of the penalty for good cause.
[Statutory Authority:  RCW 82.32.300 and 82.01.060(2). 07-04-119, § 458-
20-186, filed 2/7/07, effective 3/10/07. Statutory Authority:  RCW 82.24.-
235, 82.32.300, and 82.01.060(1). 05-02-035, § 458-20-186, filed 12/30/04,
effective 1/30/05. Statutory Authority:  RCW 82.32.300. 94-10-062, § 458-
20-186, filed 5/3/94, effective 6/3/94; 90-24-036, § 458-20-186, filed
11/30/90, effective 1/1/91; 90-04-039, § 458-20-186, filed 1/31/90, effective
3/3/90; 87-19-007 (Order ET 87-5), § 458-20-186, filed 9/8/87; 83-07-032
(Order ET 83-15), § 458-20-186, filed 3/15/83; Order ET 75-1, § 458-20-
186, filed 5/2/75; Order ET 73-2, § 458-20-186, filed 11/9/73; Order ET 71-
1, § 458-20-186, filed 7/22/71; Order ET 70-3, § 458-20-186 (Rule 186),
filed 5/29/70, effective 7/1/70.]

458-20-197WAC 458-20-197  When tax liability arises. (1) Gross
proceeds of sales and gross income shall be included in the
excise tax return for the period in which the value proceeds or
accrues to the taxpayer. For the purpose of determining tax
liability of persons making sales of tangible personal prop-
erty, a sale takes place when the goods sold are delivered to
the buyer in this state. With respect to leases or rentals of tan-
gible personal property, liability for retail sales tax arises as
of the time the rental payments fall due (see WAC 458-20-
211).

(2) Accrual basis.
(a) When excise tax returns are made upon the accrual

basis, value accrues to a taxpayer at the time:
(i) The taxpayer becomes legally entitled to receive the

consideration, or,
(ii) In accord with the system of accounting regularly

employed, enters as a charge against the purchaser, customer,
or client the amount of the consideration agreed upon,
whether payable immediately or at a definitely determined
future time.

(b) Amounts actually received do not constitute value
accruing to the taxpayer in the period in which received if the
value accrues to the taxpayer during another period. It is
immaterial if the act or service for which the consideration
accrues is performed or rendered, in whole or in part, during
a period other than the one for which excise tax return is
made. The controlling factor is the time when the taxpayer is
entitled to receive, or takes credit for, the consideration.

(3) Cash receipts basis.
(a) When returns are made upon cash receipts and dis-

bursements basis, value proceeds to a taxpayer at the time the
taxpayer receives the payment, either actually or construc-
tively. It is immaterial that the contract is performed, in
whole or in part, during a period other than the one in which
payment is received.

(b) See:  WAC 458-20-199 for limitation as to persons
who may report on the cash receipts basis.

(4) Special application, contractors.
Value accrues for a building or construction contractor

who maintains his accounting records on the accrual basis, as
of the time the contractor becomes entitled to compensation
under the contract.

(a) If by the terms of the contract the taxpayer becomes
entitled to compensation upon estimates as the work

progresses, value, to the extent of such estimates, accrues as
of the time that each estimate is made and the balance at the
time of the completion of the work or of the final estimate.

(b) If by the terms of the contract the taxpayer becomes
entitled to compensation only upon the completion of the
work, value accrues as of the earlier of the completion of the
work, or, any use of the facilities being constructed, or, 60
days after the facility is substantially complete.

(i) Example:  A contractor agrees to build two buildings
for a buyer. Under the terms of the contract, payment is to be
made only upon completion of both buildings. One building
is substantially completed and occupied on April 15, 1991,
the other building is substantially completed on May 15,
1991 and occupied on July 1, 1991. The work on both build-
ings is completed under the contract on June 15, 1991. Value
accrues for the first building on April 15, 1991, the date it was
used. Value accrues for the remainder of the contract on June
15, 1991, the date the work was completed.

(ii) Example:  A contractor agrees to build a building for
a buyer. Under the terms of the contract, the buyer is to make
payment for the building only upon completion of the build-
ing. The building is completed, except for minor alterations,
and available for planned occupancy on August 15, 1990.
However, because of a contract dispute between the buyer
and his tenant for the building, the buyer is unable to pay the
contractor until February 25, 1991 when the building is
finally occupied. The building is completed under the con-
tract on November 15, 1990. Value accrues on the building
for sales tax and B&O tax purposes on October 14, 1990, 60
days after August 15, 1990, the date the building was sub-
stantially complete.

(5) Warehouse operators. In the case of warehouse
operators value proceeds or accrues to the taxpayer as fol-
lows:

(a) When the taxpayer is reporting upon the accrual
basis, value accrues at the time the charge is entered against
the owner of the goods stored in accordance with the terms of
the contract between the parties and the regular system of
accounting employed by the taxpayer.

(i) Value accrues when the charge is entered whether the
consideration for storage is at a fixed rate per unit per month
or other period, or, at a flat charge regardless of the length of
time, or, whether payable periodically or at the time of with-
drawal.

(ii) Thus, where a warehouse operator, keeping books on
accrual basis, customarily enters as a charge to the owner of
the goods and a credit to storage income the full amount of a
flat storage charge as of the time the goods are received, even
though the time for payment is deferred until withdrawal of
the goods, value accrues as of the time the goods are
received. However, if the warehouse operator customarily
does not enter such charge until the time of withdrawal, value
accrues as of such later date.

(b) When the taxpayer is reporting upon a cash receipts
basis, value proceeds at the time the payment for storage is
received.

(c) Exception for grain warehouse operators.  Persons
operating grain warehouses, licensed under chapter 22.09
RCW, may report the value proceeding or accruing from their
grain warehouse operations on either a cash receipts or
accrual basis. RCW 82.04.090.
[2008 WAC Supp—page 21]



458-20-228 Title 458 WAC: Revenue, Department of
For effect of rate changes, see WAC 458-20-235 (Effect
of rate changes on prior contracts and sales agreements).
[Statutory Authority:  RCW 82.32.300 and 82.01.060(2). 07-17-111, § 458-
20-197, filed 8/17/07, effective 9/17/07. Statutory Authority:  RCW 82.32.-
300. 90-10-082, § 458-20-197, filed 5/2/90, effective 6/2/90; Order ET 70-3,
§ 458-20-197 (Rule 197), filed 5/29/70, effective 7/1/70.]

458-20-228

WAC 458-20-228  Returns, payments, penalties,
extensions, interest, stay of collection. (1) Introduction.
This section discusses the responsibility of taxpayers to pay
their tax by the appropriate due date, and the acceptable
methods of payment. It discusses the interest and penalties
that are imposed by law when a taxpayer fails to pay the cor-
rect amount of tax by the due date. It also discusses the cir-
cumstances under which the law allows the department of
revenue (department) to waive interest or penalties.

(a) Where can I get my questions answered, or learn
more about what I owe and how to report it?  Washing-
ton's tax system is based largely on voluntary compliance.
Taxpayers have a legal responsibility to become informed
about applicable tax laws, to register with the department, to
seek instruction from the department, to file accurate returns,
and to pay their tax liability in a timely manner (chapter
82.32A RCW, Taxpayer rights and responsibilities). The
department has a taxpayer services program to provide tax-
payers with accurate tax-reporting assistance and instruc-
tions. The department staffs local district offices, maintains a
toll-free question and information phone line (1-800-647-
7706), provides information and forms on the internet
(http://dor.wa.gov), and conducts free public workshops on
tax reporting. The department also publishes notices, inter-
pretive statements, and sections discussing important tax
issues and changes. It's all friendly, free, and easy to access.

(b) What is electronic filing (or e-file), and how can it
help me?  Many common reporting errors are preventable
when taxpayers take advantage of the department's electronic
filing (e-file) system. E-file is an internet-based application
that provides a secure and encrypted way for taxpayers to file
and pay many of Washington state's business related excise
taxes online. The e-file system helps taxpayers by performing
all the math calculations and checking for other types of
reporting errors. Using e-file to file electronically will help
taxpayers avoid penalties and interest related to uninten-
tional underpayments and delinquencies.  Persons who
wish to use e-file should access the department's internet site
(http://dor.wa.gov) and open the page for electronic filing,
which has additional links to pages answering frequently
asked questions, and explaining the registration process for e-
file. Taxpayers may also call the department's toll-free elec-
tronic filing help desk for more information, during regular
business hours.

(c) Index of subjects addressed in this section:

(2) Do I need to file a return? A "return" is defined as
any paper or electronic document a person is required to file
by the state of Washington in order to satisfy or establish a
tax or fee obligation which is administered or collected by the
department, and that has a statutorily defined due date. RCW
82.32.090(8).

(a) Returns and payments are to be filed with the depart-
ment by every person liable for any tax which the department
administers and/or collects, except for the taxes imposed
under chapter 82.24 RCW (Tax on cigarettes), which are col-
lected through sales of revenue stamps. Returns must be
made upon forms, through the electronic filing (e-file) system
(see subsection (1)(b) of this section), or by other means, pro-
vided or accepted by the department. The department pro-

Topic—Description
See

subsection
Where can I get my questions answered, 
or learn more about what I owe and how 
to report it? - By phone or on-line, the 
department provides a number of free and 
easy resources to help you find answers.  
One of them is right for you.

(1)(a) of this 
section, (see 
above)

What is electronic filing (or e-file), and 
how can it help me? - E-filing guides you 
through the return and helps you avoid 
many common mistakes.

(1)(b) of this 
section, (see 
above)

Do I need to file a return? - How do I get 
returns and file them? Can I file my returns 
electronically?

(2) of this 
section

What methods of payment can I use? - 
What can I use to pay my taxes? Some tax-
payers are required to pay electronically.

(3) of this 
section

When is my tax payment due? - Different 
reporting frequencies can have different 
due dates. What if the due date is a week-
end or a holiday? If my payment is in the 
mail on the due date, am I late or on time?

(4) of this 
section

Penalties - What types of penalty exist? 
How big are they? When do they apply?

(5) of this 
section

Statutory restrictions on imposing pen-
alties - More than one penalty can apply at 
the same time, but there are restrictions. 
Which penalties can be combined?

(6) of this 
section

Interest - In most cases interest is required. 
What interest rates apply?
How is interest applied?

(7) of this 
section

Application of payment towards liability 
- Interest, penalties, and taxes are paid in a 
particular order. If my payment doesn't pay 
the entire liability, how can I determine 
what parts have been paid?

(8) of this 
section

Waiver or cancellation of penalties - I 
think I was on time, or I had a good reason 
for not paying the tax when I should have. 
What reasons qualify me for a waiver of 
penalty? How can I get a penalty removed?

(9) of this 
section

Waiver or cancellation of interest - Inter-
est will only be waived in two limited situ-
ations. What are they?

(10) of this 
section

Stay of collection - Revenue will some-
times temporarily delay collection action 
on unpaid taxes. When can this happen? 
Can I request that revenue delay collec-
tion?

(11) of this 
section

Extensions - Can I get an extension of my 
due date? How long does an extension last?

(12) of this 
section

Topic—Description
See

subsection
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vides tax returns upon request or when a taxpayer opens an
active tax reporting account. Tax returns are generally mailed
to all registered taxpayers prior to the due date of the tax.
However, it remains the responsibility of taxpayers to timely
request a return if one is not received, or to otherwise insure
that their return is filed in a timely manner. E-file taxpayers
do not receive paper returns. However, if an e-file taxpayer
specifically requests it, the department will send an electronic
reminder for each upcoming return as the time to file
approaches.

(b) Taxpayers whose accounts are placed on an "active
nonreporting" status do not automatically receive a tax return
and must request a return, or register to file by e-file, if they
no longer qualify for this reporting status. (See WAC 458-20-
101, Tax registration, for an explanation of the active nonre-
porting status.)

(c) Some consumers may not be required to register with
the department and obtain a tax registration endorsement.
(Refer to WAC 458-20-101 for detailed information about
tax registration and when it is required.) But even if they do
not have to be registered, consumers may be required to pay
use tax directly to the department if they have purchased
items without paying Washington's sales tax. An unregistered
consumer must report and pay their use tax liability directly
to the department on a "Consumer Use Tax Return." Con-
sumer use tax returns are available from the department at
any of the local district offices. A consumer may also call the
department's toll free number 1-800-647-7706 to request a
consumer use tax return by fax or mail. Finally, the consumer
use tax return is available for download from the depart-
ment's internet site at http://dor.wa.gov, along with a number
of other returns and forms which are available there.

The interest and penalty provisions of this rule may
apply if use tax is not paid on time. Unregistered consumers
should refer to WAC 458-20-178 (Use tax) for an explana-
tion of their tax reporting responsibilities.

(3) What methods of payment can I use? Payment may
be made by cash, check, cashier's check, money order, and in
certain cases by electronic funds transfers, or other electronic
means approved by the department.

(a) Payment by cash should only be made at an office of
the department to ensure that the payment is safely received
and properly credited.

(b) Payment may be made by uncertified bank check, but
if the check is not honored by the financial institution on
which it is drawn, the taxpayer remains liable for the payment
of the tax, as well as any applicable interest and penalties.
RCW 82.32.080. The department may refuse to accept any
check which, in its opinion, would not be honored by the
financial institution on which that check is drawn. If the
department refuses a check for this reason the taxpayer
remains liable for the tax due, as well as any applicable inter-
est and penalties.

(c) The law requires that certain taxpayers pay their taxes
through electronic funds transfers. The department notifies
taxpayers who are required to pay their taxes in this manner,
and can explain how to set up the electronic funds transfer
process. (See WAC 458-20-22802 on electronic funds trans-
fers.)

(4) When is my tax payment due? RCW 82.32.045
provides that payment of the taxes due with the excise tax

return must be made monthly and within twenty-five days
after the end of the month in which taxable activities occur,
unless the department assigns the taxpayer a longer reporting
frequency. Payment of taxes due with returns covering a
longer reporting frequency are due on or before the last day
of the month following the period covered by the return. (For
example, payment of the tax liability for a first quarter tax
return is due on April 30th.) WAC 458-20-22801 (Tax
reporting frequency—Forms) explains the department's pro-
cedure for assigning a quarterly or annual reporting fre-
quency.

(a) If the date for payment of the tax due on a tax return
falls upon a Saturday, Sunday, or legal holiday, the filing
shall be considered timely if performed on the next business
day. RCW 1.12.070 and 1.16.050.

(b) The postmark date as shown by the post office can-
cellation mark stamped on the envelope will be considered
conclusive evidence by the department in determining if a tax
return or payment was timely filed or received. RCW 82.32.-
080. It is the responsibility of the taxpayer to mail the tax
return or payment sufficiently in advance of the due date to
assure that the postmark date is timely.

Refer to WAC 458-20-22802 (Electronic funds transfer)
for more information regarding the electronic funds transfer
process, due dates, and requirements.

(c) If a taxpayer suspects that it will not be able to file
and pay by the coming due date, it may be able to obtain an
extension of the due date to temporarily avoid additional pen-
alties. Refer to subsection (12) of this section for details on
requesting an extension.

(5) Penalties. Various penalties may apply as a result of
the failure to correctly or accurately compute the proper tax
liability, or to timely pay the tax. Separate penalties may
apply and be cumulative for the same tax. Interest may also
apply if any tax has not been paid when it is due, as explained
in subsection (7) of this section. (The department's electronic
filing system (e-file) can help taxpayers avoid additional pen-
alties and interest. See subsection (1)(b) of this section for
more information.)

The penalty types and rates addressed in this subsection
are:

Penalty Type—Description
Penalty 

Rate
See

subsection
Late payment of a return - 
Five percent added when pay-
ment is not received by the due 
date, and increases if the tax 
due remains unpaid. 5/15/25%

(5)(a) of this 
section

Unregistered taxpayer - Five 
percent added against unpaid 
tax when revenue discovers a 
taxpayer who has taxable 
activity but is not registered. 5%

(5)(b) of this 
section

Assessment - Five percent 
added when a tax assessment 
is issued if the tax was "sub-
stantially underpaid," and 
increases if the tax due 
remains unpaid.

5/15/25% 
or 

0/15/25%
(5)(c) of this 
section
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(a) Late payment of a return.  RCW 82.32.090(1)
imposes a five percent penalty if the tax due on a taxpayer's
return is not paid by the due date. A total penalty of fifteen
percent is imposed if the tax due is not paid on or before the
last day of the month following the due date, and a total pen-
alty of twenty-five percent is imposed if the tax due is still not
paid on or before the last day of the second month following
the due date. The minimum penalty for late payment is five
dollars.

Various sets of circumstances can affect how the late
payment of a return penalty is applied. See (a)(i) through (iii)
of this subsection for some of the most common circum-
stances.

(i) Will I avoid the penalty if I file my return without
the payment?  The department may refuse to accept any
return which is not accompanied by payment of the tax
shown to be due on the return. If the return is not accepted,
the taxpayer is considered to have failed or refused to file the
return. RCW 82.32.080. Failure to file the return can result in

the issuance of an assessment for the actual, or an estimated,
amount of unpaid tax. Any assessment issued may include an
assessment penalty. (See RCW 82.32.100 and (c) of this sub-
section for details of when and how the assessment penalty
applies.) If the tax return is accepted without payment and
payment is not made by the due date, the late payment of
return penalty will apply.

(ii) What if my account is given an active nonreport-
ing status, but I later have taxes I need to report and pay?
WAC 458-20-101 provides information about the active non-
reporting status available for tax reporting accounts. In gen-
eral, the active nonreporting status allows persons, under cer-
tain circumstances, to engage in business activities subject to
the Revenue Act without filing excise tax returns. Persons
placed on an active nonreporting status by the department are
required to timely notify the department if their business
activities no longer meet the conditions to be in active nonre-
porting status. One of the conditions is that the person is not
required to collect or pay a tax the department is authorized to
collect. The late payment of return penalty will be imposed if
a person on active nonreporting status incurs a tax liability
that is not paid by the due date for taxpayers that are on an
annual reporting basis (i.e., the last day of January next suc-
ceeding the year in which the tax liability accrued).

(iii) I didn't register my business with the department
when I started it, and now I think I was supposed to be
paying taxes! What should I do?  You should fill out and
send in a Master Application to get your business registered.
It is important for you to register before the department iden-
tifies you as an unregistered taxpayer and contacts you about
your business activities. (WAC 458-20-101 provides infor-
mation about registering your business.) Except as noted
below, if a person engages in taxable activities while unregis-
tered, but then registers prior to being contacted by the
department, the registration is considered voluntary. When a
person voluntarily registers, the late payment of return pen-
alty does not apply to those specific tax-reporting periods
representing the time during which the person was unregis-
tered.

(A) However, even if the person has voluntarily regis-
tered as explained above, the late payment of return penalty
will apply if the person:

(I) Collected retail sales tax from customers and failed to
remit it to the department; or

(II) Engaged in evasion or misrepresentation with
respect to reporting tax liabilities or other tax requirements;
or

(III) Engaged in taxable business activities during a
period of time in which the person's previously open tax
reporting account had been closed.

(B) Even though other circumstances may warrant reten-
tion of the late payment of return penalty, if a person has vol-
untarily registered, the unregistered taxpayer penalty (see (b)
of this subsection) will not be due.

(b) Unregistered taxpayer.  RCW 82.32.090(4)
imposes a five percent penalty on the tax due for any period
of time where a person engages in a taxable activity and does
not voluntarily register prior to being contacted by the depart-
ment. "Voluntarily register" means to properly complete and
submit a master application to any agency or entity partici-
pating in the unified business identifier (UBI) program for

Issuance of a warrant - Ten 
percent added when a warrant 
is issued to collect unpaid tax, 
and does not require actual fil-
ing of a lien. 10%

(5)(d) of this 
section

Disregard of specific written 
instructions - Ten percent 
added when the department 
has provided specific, written 
reporting instructions and tax 
is underpaid because the 
instructions are not followed. 10%

(5)(e) of this 
section

Evasion - Fifty percent added 
when tax is underpaid and 
there is an intentional effort to 
hide that fact. 50%

(5)(f) of this 
section

Misuse of resale certificates - 
Fifty percent added against 
unpaid sales tax when a buyer 
uses a resale certificate but 
should not have. 50%

(5)(g) of this 
section

Failure to remit sales tax to 
seller - Ten percent added 
against sales tax when the 
department proceeds directly 
against a buyer who fails to 
pay sales tax to the seller as 
part of a sales taxable retail 
purchase. 10%

(5)(h) of this 
section

Failure to obtain the con-
tractor's unified business 
identifier (UBI) number - A 
flat two hundred fifty dollar 
maximum penalty (does not 
require any tax liability) when 
specified businesses hire cer-
tain contractors but do not 
obtain and keep the contrac-
tor's UBI number. $250 max

(5)(i) of this 
section

Penalty Type—Description
Penalty 

Rate
See

subsection
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the purpose of obtaining a UBI number, all of which is done
before any contact from the department. For example, if a
person properly completes and submits a master application
to the department of labor and industries for the purpose of
obtaining a UBI number, and this is done prior to any contact
from the department of revenue, the department considers
that person to have voluntarily registered. A person has not
voluntarily registered if a UBI number is obtained by any
means other than submitting a properly completed master
application. WAC 458-20-101 (Tax registration and tax
reporting) provides additional information regarding the UBI
program.

(c) Assessment.  If the department issues an assessment
for substantially underpaid tax, a five percent penalty will be
added to the assessment when it is issued. If any tax included
in the assessment is not paid by the due date, or by any
extended due date, the penalty will increase to a total of fif-
teen percent against the amount of tax that remains unpaid. If
any tax included in the assessment is not paid within thirty
days of the original or extended due date, the penalty will fur-
ther increase to a total of twenty-five percent against the
amount of tax that remains unpaid. The minimum for this
penalty is five dollars. RCW 82.32.090(2).

(i) As used in this section, "substantially underpaid"
means that:

(A) The taxpayer has paid less than eighty percent of the
amount of tax determined by the department to be due for all
of the types of taxes included in, and for the entire period of
time covered by, the department's examination; and

(B) The amount of underpayment is at least one thousand
dollars. If both of these conditions are true when an assess-
ment is issued, it will include the initial five percent assess-
ment penalty. If factual adjustments are made after issuance
of an assessment, and those adjustments change whether a
taxpayer paid less than eighty percent of the tax due, the
department will reevaluate imposition of the original five
percent penalty.

(ii) If the initial five percent assessment penalty is
included with an assessment when it is issued, the penalty is
calculated against the total amount of tax that was not paid
when originally due and payable (see RCW 82.32.045).
Audit payments made prior to issuance of an assessment will
be applied to the assessment after calculation of the initial
five percent assessment penalty. At the discretion of the
department, preexisting credits or amendments paid prior to
an audit or unrelated to the scope of the assessment may be
applied before the five percent assessment penalty is calcu-
lated, reducing the amount of the penalty. Additional assess-
ment penalty is assessed against the amount of tax that
remains unpaid at that particular time, after payments are
applied to the assessment.

(d) Issuance of a warrant.  If the department issues a
tax warrant for the collection of any fee, tax, increase, or pen-
alty, an additional penalty will immediately be added in the
amount of ten percent of the amount of the tax due, but not
less than ten dollars. RCW 82.32.090(3). Refer to WAC 458-
20-217 for additional information on the application of war-
rants and tax liens.

(e) Disregard of specific written instructions. If the
department finds that all or any part of a deficiency resulted
from the disregard of specific written instructions as to

reporting of tax liabilities, an additional penalty of ten per-
cent of the additional tax found due will be imposed because
of the failure to follow the instructions. RCW 82.32.090(5).

(i) What is "disregard of specific written instruc-
tions"?  A taxpayer is considered to have received specific
written instructions when the department has informed the
taxpayer in writing of its tax obligations and specifically
advised the taxpayer that failure to act in accordance with
those instructions may result in this penalty being imposed.
The specific written instructions may be given as a part of a
tax assessment, audit, determination, or closing agreement.
The penalty applies when a taxpayer does not follow the spe-
cific written instructions, resulting in underpayment of the
tax due. The penalty may be applied only against the taxpayer
given the specific written instructions. However, the taxpayer
will not be considered to have disregarded the instructions if
the taxpayer has appealed the subject matter of the instruc-
tions and the department has not issued its final instructions
or decision.

(ii) What if I try to follow the written instructions, but
I still don't get it quite right?  The penalty will not be
applied if the taxpayer has made a good faith effort to comply
with specific written instructions.

(f) Evasion.  If the department finds that all or any part
of the deficiency resulted from an intent to evade the tax due,
a penalty of fifty percent of the additional tax found to be due
will be added. RCW 82.32.090(6). The evasion penalty is
imposed when a taxpayer knows a tax liability is due but
attempts to escape detection or payment of the tax liability
through deceit, fraud, or other intentional wrongdoing. An
intent to evade does not exist where a deficiency is the result
of an honest mistake, miscommunication, or the lack of
knowledge regarding proper accounting methods. The
department has the burden of showing the existence of an
intent to evade a tax liability through clear, cogent and con-
vincing evidence.

(i) Evasion penalty only applies to the specific taxes
that a taxpayer intended to evade.  To the extent that the
evasion involved only specific taxes, the evasion penalty will
be added only to those taxes. The evasion penalty will not be
applied to those taxes which were inadvertently underpaid.
For example, if the department finds that the taxpayer inten-
tionally understated the purchase price of equipment in
reporting use tax and also inadvertently failed to collect or
remit the sales tax at the correct rate on retail sales of mer-
chandise, the evasion penalty will be added only to the use
tax deficiency and not the sales tax.

(ii) What actions may establish an intent to evade?
The following is a nonexclusive list of actions that are gener-
ally considered to establish an intent to evade a tax liability.
This list should only be used as a general guide. A determina-
tion of whether an intent to evade exists may be ascertained
only after a review of all the facts and circumstances.

(A) The use of an out-of-state address by a Washington
resident to register property to avoid a Washington excise or
use tax, when at the time of registration the taxpayer does not
reside at the out-of-state address on a more than temporary
basis. Examples of such an address include, but are not lim-
ited to, the residence of a relative, mail forwarding or post
office box location, motel, campground, or vacation prop-
erty;
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(B) The willful failure of a seller to remit retail sales
taxes collected from customers to the department; and

(C) The alteration of a purchase invoice or misrepresen-
tation of the price paid for property (e.g., a used vehicle) to
reduce the amount of tax owing.

(g) Misuse of resale certificates.  Any buyer who uses a
resale certificate to purchase items or retail services without
payment of sales tax, and who is not entitled to use the certif-
icate for the purchase, will be assessed a penalty of fifty per-
cent of the tax due. RCW 82.32.291. The penalty can apply
even if there was no intent to evade the payment of the tax.
For more information concerning this penalty or the proper
use of a resale certificate, refer to WAC 458-20-102 (Resale
certificates).

(h) Failure to remit sales tax to seller.  The department
may assert an additional ten percent penalty against a buyer
who has failed to pay the seller the retail sales tax on taxable
purchases, if the department proceeds directly against the
buyer for the payment of the tax. This penalty is in addition to
any other penalties or interest prescribed by law. RCW
82.08.050.

(i) Failure to obtain the contractor's unified business
identifier (UBI) number.  If a person who is liable for any
fee or tax imposed by chapters 82.04 through 82.27 RCW
contracts with another person or entity for work subject to
chapter 18.27 RCW (Registration of contractors) or chapter
19.28 RCW (Electricians and electrical installations), that
person must obtain and preserve a record of the UBI number
of the person or entity performing the work. A person failing
to do so is subject to the public works contracting restrictions
in RCW 39.06.010 (Contracts with unregistered or unli-
censed contractors prohibited), and a penalty determined by
the director, but not to exceed two hundred and fifty dollars.
RCW 82.32.070(2).

(6) Statutory restrictions on imposing penalties.
Depending on the circumstances, the law may impose more
than one type of penalty on the same tax liability. However,
those penalties are subject to the following restrictions:

(a) The penalties imposed for the late payment of a
return, unregistered taxpayer, assessment, and issuance of a
warrant (see subsection (5)(a) through (d) of this section)
may be applied against the same tax concurrently, each unaf-
fected by the others, up to their combined maximum rates.
Application of one or any combination of these penalties
does not prohibit or restrict full application of other penalties
authorized by law, even when they are applied against the
same tax. RCW 82.32.090(7).

(b) The department may impose either the evasion pen-
alty (subsection (5)(f) of this section) or the penalty for disre-
garding specific written instructions (subsection (5)(e) of this
section), but may not impose both penalties on the same tax.
RCW 82.32.090(8). The department also will not impose the
penalty for the misuse of a resale certificate (subsection
(5)(g) of this section) in combination with either the evasion
penalty or the penalty for disregarding specific written
instructions on the same tax.

(7) Interest. The department is required by law to add
interest to assessments for tax deficiencies and overpay-
ments. RCW 82.32.050 and 82.32.060. Interest applies to
taxes only. (Refer to WAC 458-20-229 for a discussion of

interest as it relates to refunds and WAC 458-20-230 for a
discussion of the statute of limitations as applied to interest.)

(a) For tax liabilities arising before January 1, 1992,
interest will be added at the rate of nine percent per annum
from the last day of the year in which the deficiency is
incurred until the date of payment, or December 31, 1998,
whichever comes first. Any interest accrued on these liabili-
ties after December 31, 1998, will be added at the annual
variable interest rates described below in (e) of this subsec-
tion. RCW 82.32.050.

(b) For tax liabilities arising after December 31, 1991,
and before January 1, 1998, interest will be added at the
annual variable interest rates described below in (e) of this
subsection, from the last day of the year in which the defi-
ciency is incurred until the date of payment.

(c) For interest imposed after December 31, 1998, inter-
est will be added from the last day of the month following
each calendar year included in a notice, or the last day of the
month following the final month included in a notice if not
the end of the calendar year, until the due date of the notice.
However, for 1998 taxes only, interest may not begin to
accrue any earlier than February 1, 1999, even if the last
period included in the notice is not at the end of calendar year
1998. If payment in full is not made by the due date of the
notice, additional interest will be due until the date of pay-
ment. The rate of interest continues at the annual variable
interest rates described below in (e) of this subsection. RCW
82.32.050.

(d) How is interest applied to an assessment that
includes underpaid tax from multiple years?  The follow-
ing is an example of how the interest provisions apply.
Assume that a tax assessment is issued with a due date of
June 30, 2000. The assessment includes periods from January
1, 1997, through September 30, 1999.

(i) For calendar year 1997 tax, interest begins January 1,
1998, (from the last day of the year). When the assessment is
issued the interest is computed through June 30, 2000, (the
due date of the assessment).

(ii) For calendar year 1998 tax, interest begins February
1, 1999, (from the last day of the month following the end of
the calendar year). When the assessment is issued interest is
computed through June 30, 2000, (the due date).

(iii) For the 1999 tax period ending with September 30,
1999, interest begins November 1, 1999, (from the last day of
the month following the last month included in the assess-
ment period). When the assessment is issued interest is com-
puted through June 30, 2000, (the due date).

(iv) Interest will continue to accrue on any portion of the
assessed taxes which remain unpaid after the due date, until
the date those taxes are paid.

(e) How is each year's interest rate determined?  The
annual variable interest rate will be an average of the federal
short-term rate as defined in 26 U.S.C. Sec. 1274(d) plus two
percentage points. The rate for each new year will be com-
puted by taking an arithmetical average to the nearest per-
centage point of the federal short-term rate, compounded
annually. The average is calculated using the federal short-
term rates from January, April, July of the calendar year
immediately preceding the new year, and October of the pre-
vious preceding year, as published by the United States Sec-
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retary of the Treasury. The interest rate will be adjusted on
the first day of January of each year.

(f) How is the interest applied if an assessment
includes some years that are underpaid and some that are
overpaid?  If the assessment contains tax deficiencies in
some years and overpayments in other years with the net dif-
ference being a tax deficiency, the interest rate for tax defi-
ciencies will also be applied to the overpayments. (Refer to
WAC 458-20-229 for interest on refunds.)

(8) Application of payment towards liability.  The
department will apply taxpayer payments first to interest,
next to penalties, and then to the tax, without regard to any
direction of the taxpayer. RCW 82.32.080.

In applying a partial payment to a tax assessment, the
payment will first be applied against the oldest tax liability.
For purposes of RCW 82.32.145 (Termination, dissolution,
or abandonment of corporate business—Personal liability of
person in control of collected sales tax funds), it will be
assumed that any payments applied to the tax liability will be
first applied against any retail sales tax liability. For example,
an audit assessment is issued covering a period of two years,
which will be referred to as "YEAR 1" (the earlier year) and
"YEAR 2" (the most recent year). The tax assessment includes
total interest and penalties for YEAR 1 and YEAR 2 of five hun-
dred dollars, retail sales tax of four hundred dollars for YEAR
1, six hundred dollars retail sales tax for YEAR 2, two thou-
sand dollars of other taxes for YEAR 1, and seven thousand
dollars of other taxes for YEAR 2. The order of application of
any payments will be first against the five hundred dollars of
total interest and penalties, second against the four hundred
dollars retail sales tax in YEAR 1, third against the two thou-
sand dollars of other taxes in YEAR 1, fourth against the six
hundred dollars retail sales tax of YEAR 2, and finally against
the seven thousand dollars of other taxes in YEAR 2.

(9) Waiver or cancellation of penalties.  RCW 82.32.-
105 authorizes the department to waive or cancel penalties
under limited circumstances.

(a) Circumstances beyond the control of the taxpayer.
The department will waive or cancel the penalties imposed
under chapter 82.32 RCW upon finding that the underpay-
ment of the tax, or the failure to pay any tax by the due date,
was the result of circumstances beyond the control of the tax-
payer. It is possible that a taxpayer will qualify for a waiver
of one type of penalty, without obtaining a waiver for all pen-
alties associated with a particular tax liability.  Circumstances
determined to be beyond the control of the taxpayer when
considering a waiver of one type of penalty are not necessar-
ily pertinent when considering a waiver of a different penalty
type. For example, circumstances that qualify for waiver of a
late payment of return penalty do not necessarily also justify
waiver of the assessment penalty or the penalty for misuse of
a resale certificate. Refer to WAC 458-20-102 (Resale certif-
icates) for examples of circumstances which are beyond the
control of the taxpayer specifically regarding the penalty for
misuse of resale certificates found in RCW 82.32.291.

(i) A request for a waiver or cancellation of penalties
should contain all pertinent facts and be accompanied by
such proof as may be available. The taxpayer bears the bur-
den of establishing that the circumstances were beyond its
control and directly caused the late payment. The request
should be made in the form of a letter; however, verbal

requests may be accepted and considered at the discretion of
the department. Any petition for correction of assessment
submitted to the department's appeals division for waiver of
penalties must be made within the period for filing under
RCW 82.32.160 (within thirty days after the issuance of the
original notice of the amount owed or within the period cov-
ered by any extension of the due date granted by the depart-
ment), and must be in writing, as explained in WAC 458-20-
100 (Appeals, small claims and settlements). Refund requests
must be made within the statutory limitation period.

(ii) The circumstances beyond the control of the taxpayer
must actually cause the late payment. Circumstances beyond
the control of the taxpayer are generally those which are
immediate, unexpected, or in the nature of an emergency.
Such circumstances result in the taxpayer not having reason-
able time or opportunity to obtain an extension of the due
date or otherwise timely file and pay. Circumstances beyond
the control of the taxpayer include, but are not necessarily
limited to, the following.

(A) The return payment was mailed on time but inadvert-
ently sent to another agency.

(B) Erroneous written information given to the taxpayer
by a department officer or employee caused the delinquency.
A penalty generally will not be waived when it is claimed that
erroneous oral information was given by a department
employee. The reason for not cancelling the penalty in cases
of oral information is because of the uncertainty of the facts
presented, the uncertainty of the instructions or information
imparted by the department employee, and the uncertainty
that the taxpayer fully understood the information given.
Reliance by the taxpayer on incorrect advice received from
the taxpayer's legal or accounting representative is not a basis
for cancellation of a penalty.

(C) The delinquency was directly caused by death or
serious illness of the taxpayer, or a member of the taxpayer's
immediate family. The same circumstances apply to the tax-
payer's accountant or other tax preparer, or their immediate
family. This situation is not intended to have an indefinite
application. A death or serious illness which denies a tax-
payer reasonable time or opportunity to obtain an extension
or to otherwise arrange timely filing and payment is a circum-
stance eligible for penalty waiver.

(D) The delinquency was caused by the unavoidable
absence of the taxpayer or key employee, prior to the filing
date. "Unavoidable absence of the taxpayer" does not include
absences because of business trips, vacations, personnel turn-
over, or terminations.

(E) The delinquency was caused by the destruction by
fire or other casualty of the taxpayer's place of business or
business records.

(F) The delinquency was caused by an act of fraud,
embezzlement, theft, or conversion on the part of the tax-
payer's employee or other persons contracted with the tax-
payer, which the taxpayer could not immediately detect or
prevent, provided that reasonable safeguards or internal con-
trols were in place. See (a)(iii)(E) of this subsection.

(G) The department does not respond to the taxpayer's
request for a tax return (or other forms necessary to compute
the tax) within a reasonable period of time, which directly
causes delinquent filing and payment on the part of the tax-
payer. This assumes that, given the same situation, if the
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department had provided the requested form(s) within a rea-
sonable period of time, the taxpayer would have been able to
meet its obligation for timely payment of the tax. In any case,
the taxpayer has responsibility to insure that its return is filed
in a timely manner (e.g., by keeping track of pending due
dates) and must anticipatively request a return for that pur-
pose, if one is not received. (Note:  Tax returns and other
forms are immediately available to download at no cost from
the department's internet site, http://dor.wa.gov.  When good
cause exists, taxpayers are advised to contact the department
and request an extension of the due date for filing, before the
due date of concern has passed. See subsection (12) of this
section. Taxpayers who have registered to file electronically
with e-file will avoid potential penalties relating to unre-
ceived paper returns. See subsection (1)(b) of this section.)

(iii) The following are examples of circumstances that
are generally not considered to be beyond the control of the
taxpayer and will not qualify for a waiver or cancellation of
penalty:

(A) Financial hardship;
(B) A misunderstanding or lack of knowledge of a tax

liability;
(C) The failure of the taxpayer to receive a tax return

form, EXCEPT where the taxpayer timely requested the form
and it was still not furnished in reasonable time to mail the
return and payment by the due date, as described in (a)(ii)(G)
of this subsection;

(D) Registration of an account that is not considered a
voluntary registration, as described in subsection (5)(a)(iii)
and (b) of this section;

(E) Mistakes or misconduct on the part of employees or
other persons contracted with the taxpayer (not including
conduct covered in (a)(ii)(F) of this subsection); and

(F) Reliance upon unpublished, written information
from the department that was issued to and specifically
addresses the circumstances of some other taxpayer.

(b) Waiver of the late payment of return penalty.  The
late payment of return penalty (see subsection (5)(a) of this
section) may be waived either as a result of circumstances
beyond the control of the taxpayer (RCW 82.32.105(1) and
(a) of this subsection) or after a twenty-four month review of
the taxpayer's reporting history, as described below.

(i) If the late payment of return penalty is assessed on a
return but is not the result of circumstances beyond the con-
trol of the taxpayer, the penalty will still be waived or can-
celed if the following two circumstances are satisfied:

(A) The taxpayer requests the penalty waiver for a tax
return which was required to be filed under RCW 82.32.045
(taxes reported on the combined excise tax return), RCW
82.23B.020 (oil spill response tax), RCW 82.27.060 (tax on
enhanced food fish), RCW 82.29A.050 (leasehold excise
tax), RCW 84.33.086 (timber and forest lands), RCW
82.14B.030 (tax on telephone access line use); and

(B) The taxpayer has timely filed and paid all tax returns
due for that specific tax program for a period of twenty-four
months immediately preceding the period covered by the
return for which the waiver is being requested. RCW 82.32.-
105(2).

If a taxpayer has obtained a tax registration endorsement
with the department prior to engaging in business within the
state and has engaged in business activities for a period less

than twenty-four months, the taxpayer is eligible for the
waiver if the taxpayer had no delinquent tax returns for peri-
ods prior to the period covered by the return for which the
waiver is being requested. As a result, the taxpayer's very first
return due can qualify for a waiver under the twenty-four
month review provision. (See also WAC 458-20-101 for
more information regarding the tax registration and tax
reporting requirements.) This is the only situation under
which the department will consider a waiver when the tax-
payer has not timely filed and paid tax returns covering an
immediately preceding twenty-four month period.

(ii) A return will be considered timely for purpose of the
waiver if there is no tax liability on it when it is filed. Also, a
return will be considered timely if any late payment penalties
assessed on it were waived or canceled due to circumstances
beyond the control of the taxpayer (see (a) of this subsection).
The number of times penalty has been waived due to circum-
stances beyond the control of the taxpayer does not influence
whether the waiver in this subsection will be granted. A tax-
payer may receive more than one of the waivers in this sub-
section within a twenty-four month period if returns for more
than one of the listed tax programs are filed, but no more than
one waiver can be applied to any one tax program in a
twenty-four month period.

For example, a taxpayer files combined excise tax
returns as required under RCW 82.32.045, and timber tax
returns as required under RCW 84.33.086. This taxpayer may
qualify for two waivers of the late payment of return penalty
during the same twenty-four month period, one for each tax
program. If this taxpayer had an unwaived late payment of
return penalty for the combined excise tax return during the
previous twenty-four month period, the taxpayer may still
qualify for a penalty waiver for the timber tax program.

(iii) The twenty-four month period reviewed for this
waiver is not affected by the due date of the return for which
the penalty waiver is requested, even if that due date has been
extended beyond the original due date.

For example, assume a taxpayer's September 2003 return
has had the original due date of October twenty-fifth
extended to November twenty-fifth. The return and payment
are received after the November twenty-fifth extended due
date. A penalty waiver is requested. Since the delinquent
return represented the month of September 2003, the twenty-
four months which will be reviewed begin on September 1,
2001, and end with August 31, 2003, (the twenty-four months
prior to September 2003). All of the returns representing that
period of time will be included in the review. The extension
of the original due date has no effect on the twenty-four
month period under review.

(iv) A twenty-four month review is only valid when con-
sidering waiver of the late payment of return penalty
described in subsection (5)(a) of this section. The twenty-four
month review process cannot be used as justification for a
waiver of interest, assessment penalty, or any penalty other
than the late payment of return penalty.

(10) Waiver or cancellation of interest. The depart-
ment will waive or cancel interest imposed under chapter
82.32 RCW only in the following situations:

(a) The failure to pay the tax prior to issuance of the
assessment was the direct result of written instructions given
the taxpayer by the department; or
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(b) The extension of the due date for payment of an
assessment was not at the request of the taxpayer and was for
the sole convenience of the department. RCW 82.32.105(3).

(11) Stay of collection. RCW 82.32.190 allows the
department to initiate a stay of collection, without the request
of the taxpayer and without requiring any bond, for certain
tax liabilities when they may be affected by the outcome of a
question pending before the courts (see (a) of this subsec-
tion). RCW 82.32.200 provides conditions under which the
department, at its discretion, may allow a taxpayer to file a
bond in order to obtain a stay of collection on a tax assess-
ment (see (b) of this subsection). The department will grant a
taxpayer's stay of collection request, as described in RCW
82.32.200, only when the department determines that a stay is
in the best interests of the state.

(a) Circumstances under which the department may con-
sider initiating a stay of collection without requiring a bond
(RCW 82.32.190) include, but are not necessarily limited to,
the existence of the following:

(i) A constitutional issue to be litigated by the taxpayer,
the resolution of which is uncertain; 

(ii) A matter of first impression for which the department
has little precedent in administrative practice; or

(iii) An issue affecting other similarly situated taxpayers
for whom the department would be willing to stay collection
of the tax.

(b) The department will give consideration to a request
for a stay of collection of an assessment (RCW 82.32.200) if:

(i) A written request for the stay is made prior to the due
date for payment of the assessment; and

(ii) Payment of any unprotested portion of the assess-
ment and other taxes due is made timely; and

(iii) The request is accompanied by an offer of a cash
bond, or a security bond that is guaranteed by a specified
authorized surety insurer. The amount of the bond will gener-
ally be equal to the total amount of the assessment, including
any penalties and interest. However, where appropriate, the
department may require a bond in an increased amount not to
exceed twice the amount for which the stay is requested.

(c) Claims of financial hardship or threat of litigation are
not grounds that justify the granting of a stay of collection.
However, the department will consider a claim of significant
financial hardship as grounds for staying collection proce-
dures, but this will be done only if a partial payment agree-
ment is executed and kept in accordance with the depart-
ment's procedures and with such security as the department
deems necessary.

(d) If the department grants a stay of collection, the stay
will be for a period of no longer than two calendar years from
the date of acceptance of the taxpayer request, or thirty days
following a decision not appealed from by a tribunal or court
of competent jurisdiction upholding the validity of the tax
assessed, whichever date occurs first. The department may
extend the period of a stay originally granted, but only for
good cause shown.

(e) Interest will continue to accrue against the unpaid tax
portion of a liability under stay of collection. Effective Janu-
ary 1, 1997, the interest rates prescribed by RCW 82.32.190
and 82.32.200 changed from nine percent and twelve percent
per annum, respectively, to the same predetermined annual

variable rates as are described in subsection (7)(e) of this sec-
tion.

(12) Extensions. The department, for good cause, may
extend the due date for filing any return. Any permanent
extension more than ten days beyond the due date, and any
temporary extension in excess of thirty days, must be condi-
tional upon deposit by the taxpayer with the department of an
amount equal to the estimated tax liability for the reporting
period or periods for which the extension is granted. This
deposit is credited to the taxpayer's account and may be
applied to the taxpayer's liability upon cancellation of the
permanent extension or upon reporting of the tax liability
where a temporary extension of more than thirty days has
been granted.

The amount of the deposit is subject to departmental
approval. The amount will be reviewed from time to time,
and a change may be required at any time that the department
concludes that such amount does not approximate the tax lia-
bility for the reporting period or periods for which the exten-
sion was granted.
[Statutory Authority:  RCW 82.32.300 and 82.01.060(2). 07-06-077, § 458-
20-228, filed 3/6/07, effective 4/6/07; 05-22-095, § 458-20-228, filed
11/1/05, effective 12/2/05. Statutory Authority:  RCW 82.32.300. 01-05-
022, § 458-20-228, filed 2/9/01, effective 3/12/01; 00-04-028, § 458-20-228,
filed 1/24/00, effective 2/24/00; 92-03-025, § 458-20-228, filed 1/8/92,
effective 2/8/92; 85-04-016 (Order 85-1), § 458-20-228, filed 1/29/85; 83-
16-052 (Order ET 83-4), § 458-20-228, filed 8/1/83; Order ET 74-1, § 458-
20-228, filed 5/7/74; Order ET 71-1, § 458-20-228, filed 7/22/72; Order ET
70-3, § 458-20-228, filed 5/29/70, effective 7/1/70.]

458-20-229

WAC 458-20-229  Refunds. (1) Introduction. This
section explains the procedures relating to refunds or credits
for the overpayment of taxes, penalties, or interest. It
describes the statutory time limits for refunds and the interest
rates that apply to those refunds.

References to a "refund application" in this section
include a request for a credit against future tax liability as
well as a refund to the taxpayer.

Examples provided in this section should be used only as
a general guide. The tax results of other situations must be
determined after a review of all facts and circumstances.

(2) What are the time limits for a tax refund or
credit?

(a) Time limits.  No refund or credit may be made for
taxes, penalties, or interest paid more than four years before
the beginning of the calendar year in which a refund applica-
tion is made or examination of records by the department is
completed. See RCW 82.32.060. This is a nonclaim statute
rather than a statute of limitations. This means a valid appli-
cation must be filed within the statutory period, which may
not be extended or tolled, unless a waiver extending the time
for assessment has been entered into as described in (c) of
this subsection.

For example, a refund or credit may be granted for any
overpayment made in a shaded year in the following chart:
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(b) Relation back to date paid.  Because the time limits
relate to the date the taxes, penalties, or interest is paid, a
refund application can be timely even though the payment
concerned liabilities for a tax year normally outside the time
limits. For example, Taxpayer P owes $1,000 in B&O tax for
activity undertaken in December 2000. In January 2001, Tax-
payer P makes an arithmetic error and submits a payment of
$1,500 with its December 2000 tax return. In December
2005, Taxpayer P requests a refund of $500 for the overpay-
ment of taxes for the December 2000 period. This request is
timely because the overpayment occurred within the time
limits, even though the payment concerned tax liabilities
incurred (December 2000) outside the time limits.

Fact situations can be complicated. For example, Tax-
payer P pays B&O taxes in Years 1 through 4. The depart-
ment subsequently conducts an audit of Taxpayer P that
includes Years 1-4. The audit is completed in Year 5. As a
result of the audit, the department issues an assessment in
Year 5 for $50,000 in additional retail sales taxes that were
due from Years 1-4. Taxpayer P pays the assessment in full in
Year 6. In Year 10, Taxpayer P files an application requesting
a refund of B&O taxes. Taxpayer P's application is timely
because it relates to a payment (payment of the assessment in
Year 6) made no more than four years before the year in
which the application is filed. It does not matter that the taxes
relate to years outside the time limits; the actual payment
occurred within four years before the refund application. Nor
does it matter that the refund is based on an overpayment of
B&O taxes while the assessment involved retail sales taxes,
because both taxes relate to the same tax years. However, the
amount of any refund is limited to $50,000 - the amount of
the payment that occurred within the time limits.

Assume the same facts as described above. When the
department reviews Taxpayer P's refund application, it deter-
mines that the refund is valid. After reviewing the new infor-
mation, however, the department also determines that Tax-
payer P should have paid $20,000 in additional B&O taxes
during Years 1-4. Because Taxpayer P paid $30,000 more
than the amount properly due ($50,000 overpayment less
$20,000 underpayment), the amount of the refund will be
$30,000.

(c) Waiver.  Under RCW 82.32.050 or 82.32.100, a tax-
payer may agree to waive the time limits and extend the time
for the assessment of taxes, penalties and interest. If the tax-
payer executes such a waiver, the time limits for a refund or
credit are extended for the same period.

(3) How do I get a refund or credit?
(a) Departmental examination of returns.  If the

department performs an examination of the taxpayer's

records and determines that the taxpayer has overpaid taxes,
penalties, or interest, the department will issue a refund or a
credit, at the taxpayer's option. In this situation, the taxpayer
does not need to apply for a refund.

(b) Taxpayer application.
(i) If a taxpayer discovers that it has overpaid taxes, pen-

alties, or interest, it may apply for a refund or credit.  Refund
application forms are available from the following sources:

• The department's internet web site at http://dor.wa.gov
• By facsimile by calling Fast Fax at 360-705-6705 or

800-647-7706 (using menu options)
• By writing to:

Taxpayer Services
Washington State Department of Revenue
P.O. Box 47478
Olympia, WA 98504-7478.

The application form should be submitted to the depart-
ment at the following location:

Taxpayer Account Administration
P.O. Box 47476
Olympia, WA 98504-7476.

Taxpayers are encouraged to use the department's refund
application form to ensure that all necessary information is
provided for a timely valid application. However, while use
of the department's application form is encouraged, it is not
mandatory and any written request for refund or credit meet-
ing the requirements of this section shall constitute a valid
application. Filing an amended return showing an overpay-
ment will also constitute an application for refund or credit,
provided that the taxpayer also specifically identifies the
basis for the refund or credit.

(ii) A taxpayer must submit a refund application within
the time limits described in subsection (2)(a) of this section.
An application must contain the following five elements:

(A) The taxpayer's name and UBI/TRA number must be
on the application.

(B) The amount of the claim must be stated. Where the
exact amount of the claim cannot be specifically ascertained
at time of filing, the taxpayer may submit an application con-
taining an estimated claim amount. Taxpayers must explain
why the amount of the claim cannot be stated with specificity
and how the estimated amount of the claim was determined.

(C) The tax type and taxable period must be on the appli-
cation.

(D) The specific basis for the claim must be on the appli-
cation. Any basis for a refund or credit not specifically iden-
tified in the initial refund application will be considered
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untimely, except that an application may be refiled to add
additional bases at any time before the time limits in subsec-
tion (2) of this section expire.

(E) The signature of the taxpayer or the taxpayer's repre-
sentative must be on the application. If the taxpayer is repre-
sented, the confidential taxpayer information waiver signed
by the taxpayer specifically for that refund claim must be
received by the department by the date the substantiation
documents are first required, without regard to any exten-
sions. If the signed confidential taxpayer information waiver
for the refund claim lists the representative as an entity, every
member or employee of that entity is authorized to represent
the taxpayer. If the signed confidential taxpayer information
waiver for the refund claim lists the representative as an indi-
vidual, only that individual is authorized to represent the tax-
payer.

(iii) If the nonclaim statute has run prior to the filing of
the application, the department will deny the application and
notify the taxpayer.

(iv) If the department determines that the taxpayer is not
entitled to a refund as a matter of law, the application may be
denied without requiring substantiation. The taxpayer shall
be responsible for maintaining substantiation as may eventu-
ally be needed should taxpayer appeal.

(v) The taxpayer is encouraged to file substantiation doc-
uments at the time of filing the application. However, once an
application is filed, the taxpayer must submit sufficient sub-
stantiation to support the claim for refund or credit before the
department can determine whether the claim is valid. The
department will notify the taxpayer if additional substantia-
tion is required. The taxpayer must provide the necessary
substantiation within ninety days after such notice is sent,
unless the documentation is under the control of a third party,
not affiliated with or under the control of the taxpayer, in
which case the taxpayer will have one hundred eighty days to
provide the documentation. The department may request any
other books, records, invoices or electronic equivalents and,
where appropriate, federal and state tax returns to determine
whether to accept or deny the claimed refund and to assess an
existing deficiency.

(vi) In its discretion and upon good cause shown, the
department may extend the period for providing substantia-
tion upon its own or the taxpayer's request, which may not be
unreasonably denied.

(vii) If the department does not receive the necessary
substantiation within the applicable time period, the depart-
ment shall deny the claim for lack of adequate substantiation
and shall so notify the taxpayer. Any application denied for
lack of adequate substantiation may be filed again with addi-
tional substantiation at any time before the time limits in sub-
section (2) of this section expire.  Once the department deter-
mines that substantiation is sufficient, the department shall
process the refund claim within ninety days, except that the
department may extend the time of processing such claim
upon notice to the taxpayer and explanation of why the claim
cannot be completed within such time.

(viii) The following examples illustrate the refund appli-
cation process:

(A) A taxpayer discovers in January 2005 that its June
2004 excise tax return was prepared using incorrect figures
that overstated its sales, resulting in an overpayment of tax.

The taxpayer files an amended June 2004 tax return with the
department's taxpayer account administration division. The
department will treat the taxpayer's amended June 2004 tax
return as an application for a refund or credit of the amounts
overpaid during that tax period, except that the taxpayer must
also specifically identify the basis for the refund or credit and
provide sufficient substantiation to support the claim for
refund or credit. The taxpayer may satisfy this obligation by
submitting a completed refund application form with its
amended return or providing the additional required substan-
tiation by other means.

(B) On December 31, 2005, a taxpayer files an amended
return for the 2001 calendar year. The return includes
changed figures indicating that an overpayment occurred, but
does not provide any supporting substantiation. No written
waiver of the time limits, under subsection (2)(c) of this sec-
tion, for this time period exists. The department sends a letter
notifying the taxpayer that the taxpayer's application is not
complete and substantiation must be provided within ninety
days or the application will be denied. If the taxpayer does
not provide the necessary substantiation by the stated date,
the claim will be denied and, if refiled, will not be granted
because it is then past the nonclaim limit of the statute.

(C) Taxpayer submits a refund application on December
31, 2004, claiming that taxpayer overpaid use tax in 2000 on
certain machinery and equipment obtained by the taxpayer at
that time. No substantiation is provided with the application
and no written waiver of the time limit, under subsection
(2)(c) of this section, for this taxable period exists. The
department sends a letter notifying the taxpayer that the tax-
payer's application is not complete and substantiation must be
provided within ninety days or the application will be denied.
The taxpayer does not respond by the stated date.  The claim
will be denied and, if refiled, will not be granted since it is
then past the nonclaim limit of the statute.

(D) Assume the same facts as in (b)(viii)(B) and (C) of
this subsection, except that within ninety days from the date
the department sent the letter the taxpayer submits substanti-
ation, which the department deems sufficient. The taxpayer's
claim is valid, notwithstanding that the substantiation was
provided after the nonclaim limit expired.

(E) Assume the same facts as in (b)(viii)(B) and (C) of
this subsection, except that before the ninety-day period
expires, the taxpayer requests an additional fifteen days in
which to respond, explaining why the substantiation will
require the additional time to assemble. The department
agrees to the extended deadline. If the taxpayer submits the
requested substantiation within the resulting one hundred
five-day period, the department will not deny the claim for
failure to provide timely substantiation.

(F) Assume the same facts as in (b)(iii)(B) and (C) of this
subsection, except that the taxpayer submits substantiation
within ninety days. The department reviews the substantia-
tion and finds that it is still insufficient. The department, in its
discretion, may extend the deadline and request additional
substantiation from the taxpayer or may deny the refund
claim as not substantiated.

(4) May I get a refund of retail sales tax paid in error?
(a) Refund from seller.  Except as provided for in RCW

82.08.130 regarding deductions for tax paid at source, if a
buyer pays retail sales tax on a transaction that the buyer later
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believes was not taxable, the buyer should request a refund or
credit directly from the seller from whom the purchase was
made. If the seller determines the tax was not due and issues
a refund or credit to the buyer, the seller may seek its own
refund from the department. It is better for a buyer to seek a
retail sales tax refund directly from the seller. This is because
the seller has the records to know if retail sales tax was col-
lected on the original sale, knows the buyer, knows the cir-
cumstances surrounding the original sale, is aware of any dis-
putes between itself and the buyer concerning the product,
and may already be aware of the circumstances as to why a
refund of sales tax is or is not appropriate. If a seller questions
whether he or she should refund sales tax to a buyer, the seller
may request advice from the department's telephone informa-
tion center at 1-800-647-7706.

(b) Refund from department.  In certain situations
where the buyer has not received a refund from the seller, the
department will refund retail sales tax directly to a buyer.
The buyer must file a complete refund application as
described in subsection (3)(b) of this section and either a
seller's declaration or a buyer's declaration, under penalty of
perjury, must be provided for each seller.

(i) If the buyer is able to obtain a waiver from the seller
of the seller's right to claim the refund, the buyer should file
a seller's declaration, under penalty of perjury, with the
refund application. A seller's declaration substantiates that:

(A) Retail sales tax was collected and paid to the depart-
ment on the purchase for which a refund is sought;

(B) The seller has not refunded the retail sales tax to the
buyer or claimed a refund from the department; and

(C) The seller will not seek a refund of the sales tax from
the department.

(ii) If the seller no longer exists, the seller refuses to sign
the declaration, under penalty of perjury, or the buyer is
unable to locate the seller, the buyer should file a buyer's dec-
laration, under penalty of perjury, with the refund applica-
tion. The buyer's declaration explains why the buyer is unable
to obtain a seller's declaration and provides information about
the seller and declares that the buyer has not obtained and
will not in the future seek a refund from the seller for that
claim.

(iii) Seller's declaration, under penalty of perjury, and
buyer's declaration, under penalty of perjury, forms are avail-
able from the following sources:

• The department's internet web site at http://dor.wa.gov
• By facsimile by calling Fast Fax at 360-705-6705 or

800-647-7706 (using menu options)
• By writing to:

Taxpayer Services
Washington State Department of Revenue
P.O. Box 47478
Olympia, WA 98504-7478.

(5) May I use statistical sampling to substantiate a
refund?  Sampling will only be used when a detailed audit is
not possible. However, if your applications for refund or
credit involve voluminous documents, the preferred method
for substantiating your application is the use of statistical
sampling. Alternative methods of sampling, including but not
limited to, random sampling, time period sampling, transac-

tion sampling, and block sampling, may be used when the
department agrees that such methods are appropriate.

When using statistical sampling or an alternative method
to substantiate an application for refund or credit, the appli-
cant must contact the department prior to preparing the sam-
pling to obtain the department's approval of the sampling
plan. The sampling plan will describe the following:

• Population and sampling frame;
• Sampling unit;
• Source of the random numbers;
• Who will physically locate the sample units and how

and where they will be presented for review;
• Any special instructions to those who were involved in

reviewing the sample units;
• Special valuation guidelines to any of the sample units

selected in the sample;
• How the sample will be evaluated, including the preci-

sion and confidence levels; and
• The applicant must obtain a seller's declaration from

those sellers identified in the sample and separately certify,
under penalty of perjury, that applicant will not otherwise
request or accept a refund or credit for sales or deferred sales
tax paid to any seller or any use tax remitted during the tax-
able period covered by the audit.

Failure to contact the department before preparing the
sampling may result in the department rejecting the applica-
tion on the grounds that the results are not statistically valid.

Contact the department prior to performing a statistical
sampling at these locations:

• The department's internet web site at http://dor.wa.gov
• By facsimile by calling Fast Fax at 360-705-6705 or

800-647-7706 (using menu options)
• By writing to:

Taxpayer Services
Washington State Department of Revenue
P.O. Box 47478
Olympia, WA 98504-7478.

(6) Is my refund final?  The department may review a
refund or credit provided on the basis of a taxpayer applica-
tion without an examination by audit. If the refund or credit is
granted and the department subsequently determines that the
refund or credit exceeded the amount properly due the tax-
payer, the department may issue an assessment to recover the
excess amount. This assessment must be made within the
time limits of RCW 82.32.050.

(7) Refunds made as a result of a court decision.  The
department will grant refunds or credits required by a court or
Board of Tax Appeals decision, if the decision is not under
appeal.

If the court action requires the refund or credit of retail
sales taxes, the department will not require that buyers
attempt to obtain a refund directly from the seller if it would
be unreasonable and an undue burden on the buyer. In such a
case, the department may refund the retail sales tax directly to
the buyer and may use the public media to notify persons that
they may be entitled to refunds or credits. The department
will make available special refund application forms that
buyers must use for these situations. The application will
request the appropriate information needed to identify the
buyer, item purchased, amount of sales tax to be refunded,
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and the seller. The department may, at its discretion, request
additional documentation that the buyer could reasonably be
expected to retain, based on the particular circumstances and
value of the transaction. The department will approve or deny
such refund requests within ninety days after the buyer has
submitted all documentation.

(8) What interest is due on my refund?  Interest is due
on a refund or credit granted to a taxpayer as provided in this
subsection.

(a) Rate for overpayments made between 1992
through 1998.  For amounts overpaid by a taxpayer between
January 31, 1991 and December 31, 1998, the rate of interest
on refunds and credits is:

(i) Computed the same way as the rate provided under
subsection (7)(b) of this section minus one percent, for inter-
est allowed through December 31, 1998; and

(ii) Computed the same way as the rate provided under
subsection (7)(b) of this section, for interest allowed after
December 31, 1998.

(b) Rate for overpayments after 1998.  For amounts
overpaid by a taxpayer after December 31, 1998, the rate of
interest on refunds and credits is the average of the federal
short-term rate as defined in 26 U.S.C. Sec. 1274(d) plus two
percentage points. The rate is adjusted on the first day of Jan-
uary of each year by taking an arithmetical average to the
nearest percentage point of the federal short-term rate, com-
pounded annually, for the months of January, April and July
of the immediately preceding calendar year and October of
the previous preceding year, as published by the United
States Secretary of Treasury.

(c) Start date for the calculation of interest.  If the tax-
payer made all overpayments for each calendar year and all
reporting periods ending with the final month included in a
credit notice or refund on or before the due date of the final
return for each calendar year or the final reporting period
included in the notice or refund, interest is computed from
either:

(i) January 31st following each calendar year included in
a notice or refund; or

(ii) The last day of the month following the final month
included in a notice or refund.

If the taxpayer did not make all overpayments for each
calendar year and all reporting periods ending with the final
month included in the notice or refund, interest is computed
from the last day of the month following the date on which
payment in full of the liabilities was made for each calendar
year included in a notice or refund, and the last day of the
month following the date on which payment in full of the lia-
bilities was made if the final month included in a notice or
refund is not the end of a calendar year.

(d) Calculation of interest on credits.  The department
will include interest on credit notices with the interest com-
puted to the date the taxpayer could reasonably be expected
to use the credit notice, generally the due date of the next tax
return. If a taxpayer requests that a credit notice be converted
to a refund, interest is recomputed to the date the refund (war-
rant) is issued, but not to exceed the interest that would have
been granted through the credit notice.

(9) May the department apply my refund against
other taxes I owe?  The department may apply overpay-
ments against existing deficiencies and/or future assessments

for the same legal entity. However, if preliminary schedules
have not been issued regarding existing deficiencies or future
assessments and the taxpayer is not presently under audit, the
refund of an overpayment may not be delayed when the
department determines a refund is due. The following exam-
ples illustrate the application of overpayments against exist-
ing deficiencies:

(a) The taxpayer's records are audited for the period Year
1 through Year 4. The audit disclosed underpayments in Year
2 and overpayments in Year 4. The department will apply the
overpayments in Year 4 to the deficiencies in Year 2. The
resulting amount will indicate whether a refund or credit is
owed the taxpayer or whether the taxpayer owes additional
tax.

(b) The department has determined that the taxpayer has
overpaid its real estate excise tax. The department believes
that the taxpayer may owe additional B&O taxes, but this has
yet to be established. The department will not delay the
refund of the real estate excise tax while it schedules and per-
forms an audit for the B&O taxes.

(c) The department simultaneously performed a timber
tax audit and a B&O tax audit of a taxpayer. The audit dis-
closed underpayments of B&O tax and overpayments of tim-
ber tax.  Separate assessments were issued on the same date,
one showing additional taxes due and the other overpay-
ments. The department may apply the overpayment against
the tax deficiency assessment since both the underpayment
and overpayment have been established.

(10) How do I appeal the department's decision?  The
taxpayer may appeal the denial of:  A refund claim (or any
part thereof, including tax, penalties, or interest overpay-
ments), a request for an extension for providing substantia-
tion, or a request to use a specific sampling technique. Tax-
payer may appeal to either:

(a) The department as provided in WAC 458-20-100,
Appeals, small claims and settlements; or

(b) Directly to Thurston County superior court.
(11) Application.  This section applies to refund appli-

cations or amended returns showing overpayments, where
the taxpayer has also specifically identified the basis for the
refund or credit, that are received by the department on or
after the effective date of this section.
[Statutory Authority:  RCW 82.32.300 and 82.01.060(2). 07-17-065, § 458-
20-229, filed 8/13/07, effective 9/13/07. Statutory Authority:  RCW 82.32.-
300. 93-04-077, § 458-20-229, filed 2/1/93, effective 3/4/93; 83-08-026
(Order ET 83-1), § 458-20-229, filed 3/30/83; Order ET 70-3, § 458-20-229
(Rule 229), filed 5/29/70, effective 7/1/70.]

458-20-244

WAC 458-20-244  Food and food ingredients. (1)
Introduction.

(a) What is the purpose of this section?  This section,
WAC 458-20-244, provides guidelines for determining if
food or food ingredients qualify for the retail sales tax and
use tax exemptions under RCW 82.08.0293 and 82.12.0293
(collectively referred to in this section as the "exemptions").

There is no corresponding business and occupation
(B&O) tax exemption. Even if a sale of food or food ingredi-
ents is exempt from retail sales tax or use tax under the
exemptions, gross proceeds from sales of food or food ingre-
dients remain subject to the retailing B&O tax.
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(b) How has the law changed since the prior version
of this section was published?  In 2003 and 2004, the legis-
lature amended RCW 82.08.0293 and 82.12.0293 to comply
with the national Streamlined Sales and Use Tax Agreement.
These amendments alter the definitions used to determine
whether a particular food or food ingredient qualifies for the
exemptions.

(c) What other sections might apply?  The following
sections may contain additional relevant information:

• WAC 458-20-119 (Sales of meals);
• WAC 458-20-124 (Restaurants, cocktail bars, taverns

and similar businesses);
• WAC 458-20-12401 (Special stadium sales and use

tax);
• WAC 458-20-166 (Hotels, motels, boarding houses,

rooming houses, resorts, summer camps, trailer camps, etc.);
• WAC 458-20-167 (Education institutions, school dis-

tricts, student organizations, and private schools);
• WAC 458-20-168 (Hospitals, medical care facilities,

and adult family homes); and
• WAC 458-20-169 (Nonprofit organizations).
(2) What qualifies for the exemptions?
(a) In general.  The exemptions apply to food and food

ingredients. "Food and food ingredients" means substances,
whether in liquid, concentrated, solid, frozen, dried, or dehy-
drated form, that are sold for ingestion or chewing by humans
and are consumed for their taste or nutritional value.

(b) Items not used solely for ingestion or chewing.
Items that are commonly ingested or chewed by humans for
their taste or nutritional value but which may also be used for
other purposes are generally treated as food or food ingredi-
ents. For example, pumpkins are presumed to be a food or
food ingredient unless the pumpkin is sold painted or is oth-
erwise clearly for decorative purposes rather than consump-
tion. This is true even though the purchaser may use an
undecorated pumpkin for carving and display rather than for
eating.

(3) What does not qualify for the exemptions?  The
exemptions do not apply to the following items, which are
not considered "food or food ingredients" or which are other-
wise specifically excluded from the exemptions:

(a) Items sold for medical or hygiene purposes.  Items
commonly used for medical or hygiene purposes, such as
cough drops, breath sprays, toothpaste, etc., are not ingested
for taste or nutrition and are not considered a food or food
ingredient. In contrast, breath mints are commonly ingested
for taste and are considered a food or food ingredient.

(b) Bulk sales of ice.  Ice sold in bags, containers, or
units of greater than ten pounds and blocks of ice of any
weight are not considered a food or food ingredient. Ice sold
in cubed, shaved, or crushed form in packages or quantities of
ten pounds or less is considered a food or food ingredient.
Refer to WAC 458-20-120 (Sales of ice) for additional guid-
ance on the sale of ice.

(c) Alcoholic beverages.  Alcoholic beverages are
excluded from the definition of food and food ingredients.
"Alcoholic beverages" means beverages that are suitable for
human consumption and contain one-half of one percent or
more of alcohol by volume.

(d) Tobacco.  Tobacco is excluded from the definition of
food and food ingredients. "Tobacco" includes cigarettes,

cigars, chewing or pipe tobacco, or any other items that con-
tain tobacco.

(e) Soft drinks.  Soft drinks are excluded from the
exemptions. "Soft drinks" means any nonalcoholic beverage
that contains natural or artificial sweeteners, except bever-
ages that contain:

• Milk or milk products;
• Soy, rice, or similar milk substitutes; or
• More than fifty percent by volume of vegetable or fruit

juice.
For example, sweetened sports beverages are considered

"soft drinks," but a sweetened soy beverage is a food or food
ingredient.

Beverage mixes that are not sold in liquid form are not
soft drinks even though they are intended to be made into a
beverage by the customer. Examples include powdered fruit
drinks, powdered tea or coffee drinks, and frozen concen-
trates. These items are a food or food ingredient and are not
subject to retail sales tax.

(f) Dietary supplements.  Dietary supplements are
excluded from the exemptions. "Dietary supplement" means
any product intended to supplement the diet, other than
tobacco, which meets all of the following requirements:

• Contains a vitamin; mineral; herb or other botanical;
amino acid; a substance for use by humans to increase total
dietary intake; or a concentrate, metabolite, constituent,
extract; or combination of any of them;

• Is intended for ingestion in tablet, capsule, powder, soft
gel, gelcap, or liquid form, or if not intended for ingestion in
such a form, is not represented as conventional food and is
not represented for use as a sole item of a meal or of the diet;
and

• Is required to be labeled with a Food and Drug Admin-
istration "supplement facts" box. If a product is otherwise
considered a food or food ingredient and labeled with both a
"supplement facts" box and "nutrition facts" box, the product
is treated as a food or food ingredient.

Nutrition products formulated to provide balanced nutri-
tion as a sole source of a meal or of the diet are considered a
food or food ingredient and not a dietary supplement. Refer
to RCW 82.08.925 for information on the sales tax exemp-
tion applicable to dietary supplements dispensed under a pre-
scription.

(g) Prepared food.  Prepared food is excluded from the
exemptions. Prepared food generally means heated foods,
combined foods, or foods sold with utensils provided by the
seller, as described in more detail in subsection (4) of this
section. "Prepared food" does not include food sold by a
seller whose proper primary North American industry classi-
fication system (NAICS) classification is manufacturing in
sector 311, except subsector 3118 (bakeries), unless the food
is sold with utensils provided by the seller (see subsection
(4)(c) of this section).

(4) What is "prepared food"?  Food or food ingredi-
ents are "prepared foods" if any one of the following are true:

(a) Heated foods.  Food or food ingredients are "pre-
pared foods" if sold in a heated state or are heated by the
seller, except bakery items. "Bakery items" include bread,
rolls, buns, biscuits, bagels, croissants, pastries, donuts, Dan-
ish, cakes, tortes, pies, tarts, muffins, bars, cookies, and torti-
llas. Food is sold in a heated state or is heated by the seller
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when the seller provides the food to the customer at a temper-
ature that is higher than the air temperature of the seller's
establishment. Food is not sold in a heated state or heated by
the seller if the customer, rather than the seller, heats the food
in a microwave provided by the seller.

(b) Combined foods.  Food or food ingredients are "pre-
pared foods" if the item sold consists of two or more foods or
food ingredients mixed or combined by the seller for sale as a
single item, unless the food or food ingredients are any of the
following:

• Bakery items (defined in (a) of this subsection);
• Items that the seller only cuts, repackages, or pasteur-

izes;
• Items that contain eggs, fish, meat, or poultry, in a raw

or undercooked state requiring cooking as recommended by
the federal Food and Drug Administration in chapter 3, part
401.11 of The Food Code, published by the Food and Drug
Administration, as amended or renumbered as of January 1,
2003, so as to prevent foodborne illness; or

• Items sold in an unheated state as a single item at a
price that varies based on weight or volume.

(c) Food sold with utensils provided by the seller.
Food or food ingredients are "prepared foods" if sold with
utensils provided by the seller. Utensils include plates,
knives, forks, spoons, glasses, cups, napkins, and straws. A
plate does not include a container or packaging used to trans-
port the food.

(i) Utensils are customarily provided by the seller.  A
food or food ingredient is "sold with utensils provided by the
seller" if the seller's customary practice for that item is to
physically deliver or hand a utensil to the customer with the
food or food ingredient as part of the sales transaction. If the
food or food ingredient is prepackaged with a utensil, the
seller is considered to have physically delivered a utensil to
the customer unless the food and utensil are prepackaged
together by a food manufacturer classified under sector 311
of the NAICS. Examples of utensils provided by such manu-
facturers include juice boxes that are packaged with drinking
straws, and yogurt or ice cream cups that are packaged with
wooden or plastic spoons.

(ii) Utensils are necessary to receive the food.  Individ-
ual food or food ingredient items are "sold with utensils pro-
vided by the seller" if a plate, glass, cup, or bowl is necessary
to receive the food or food ingredient and the seller makes
those utensils available to its customers.  For example, items
obtained from a self-serve salad bar are sold with utensils
provided by the seller, because the customer must use a bowl
or plate provided by the seller in order to receive the items.

(iii) More than seventy-five percent prepared food
sales with utensils available.  All food and food ingredients
sold at an establishment, including foods prepackaged with a
utensil by a manufacturer classified under sector 311 of the
NAICS, are "sold with utensils provided by the seller" if the
seller makes utensils available to its customers and the
seller's gross sales of prepared food under (a), (b), and (c)(ii)
of this subsection equal more than seventy-five percent of the
seller's gross sales of all food and food ingredients, including
prepared food, soft drinks, and dietary supplements.

(A) Exception for four or more servings.  Even if a
seller has more than seventy-five percent prepared food sales,
four servings or more of food or food ingredients packaged

for sale as a single item and sold for a single price are not
"sold with utensils provided by the seller" unless the seller's
customary practice for the package is to physically hand or
otherwise deliver a utensil to the customer as part of the sales
transaction. Whenever available, the number of servings
included in a package of food or food ingredients is to be
determined based on the manufacturer's product label.  If no
label is available, the seller must reasonably determine the
number of servings.

(B) Determining total sales of prepared foods.  The
seller must determine a single prepared food sales percentage
annually for all the seller's establishments in the state based
on the prior year of sales. The seller may elect to determine
its prepared food sales percentage based either on the prior
calendar year or on the prior fiscal year. A seller may not
change its elected method for determining its prepared food
percentage without the written consent of the department of
revenue. The seller must determine its annual prepared food
sales percentage as soon as possible after accounting records
are available, but in no event later than ninety days after the
beginning of the seller's calendar or fiscal year.  A seller may
make a good faith estimate of its first annual prepared food
sales percentage if the seller's records for the prior year are
not sufficient to allow the seller to calculate the prepared food
sales percentage. The seller must adjust its good faith esti-
mate prospectively if its relative sales of prepared foods in
the first ninety days of operation materially depart from the
seller's estimate.

(d) Examples.  The following examples identify a num-
ber of facts and then state a conclusion. These examples
should be used only as a general guide. The tax results of
other situations must be determined after a review of all of
the facts and circumstances.

(i) Example 1.  Fast Cafe sells hot and cold coffee and
mixed coffee and mixed milk beverages, cold soft drinks,
bottled water, milk and juice in single-serving containers,
sandwiches, whole fruits, cold pasta salad, cookies and other
pastries. Fast Cafe prepares the pasta salad on-site. It orders
the pastries from a local bakery, including specialty cakes
which it sells both as whole cakes and by the slice. It pur-
chases its sandwiches from a local caterer. The sandwiches
are delivered by the caterer prewrapped in plastic with condi-
ments and a plastic knife. Fast Cafe makes straws, napkins
and cup lids available for all customers by placing them on a
self-service stand. In its first full year of operation, Fast
Cafe's annual gross sales of all food and food ingredients,
including prepared food, soft drinks, and dietary supplements
is $100,000. Of this gross sales total, $80,000 is from the sale
of hot coffee and hot and cold mixed coffee and milk bever-
ages, all sold in disposable paper or plastic cups with the Fast
Cafe logo.

Because more than seventy-five percent of Fast Cafe's
total sales of food and food ingredients, including prepared
food, soft drinks, and dietary supplements are sales of food or
food ingredients that are heated or combined by the seller or
sold with a utensil (cups) necessary to receive the food, Fast
Cafe has more than seventy-five percent prepared food sales.
Because Fast Cafe makes utensils available for its customers,
all food and food ingredients sold by Fast Cafe are considered
"prepared food," including the cold milk beverages, cookies
and pastries, pasta salad, sandwiches and whole fruits. The
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only exception is the sale of whole specialty cakes. Because a
whole cake contains four or more servings, it is not subject to
retail sales tax unless Fast Cafe customarily hands a utensil to
the customer as part of the sale transaction.

(ii) Example 2.  Assume the same facts as in Example 1,
but that only $60,000 of Fast Cafe's Year 1 gross sales were
sales of hot coffee and hot and cold mixed coffee and milk
beverages. The remainder of its sales were sales of sand-
wiches, whole fruits, cookies and other pastries. Under these
facts, Fast Cafe does not have more than seventy-five percent
prepared food sales. Thus, the items sold by Fast Cafe are
taxed as follows:

• Hot coffee and milk beverages are heated by the seller
and are also sold by Fast Cafe with a utensil (a paper cup)
necessary to receive the food. The hot coffee and milk bever-
ages are "prepared food" for either reason and are subject to
retail sales tax.

• Cold mixed milk beverages are a combination of two or
more foods or food ingredients and are also sold by Fast Cafe
with a utensil (a paper or plastic cup) necessary to receive the
food. The cold milk beverages are "prepared food" for either
reason and are subject to retail sales tax.

• Cold soft drinks are not exempt and are subject to retail
sales tax.

• Sandwiches prepared by the caterer are subject to retail
sales tax. Even though the caterer, rather than the seller, com-
bines the ingredients and includes a utensil, Fast Cafe is con-
sidered to have provided the utensil because the caterer is not
a food manufacturer classified under sector 311 of the
NAICS.

• Pasta salad is combined by the seller and is subject to
retail sales tax. Note that if the pasta salad was sold by the
pound, rather than by servings, it would not be subject to
retail sales tax.

• Bottled water, milk and juice in single serving contain-
ers, whole fruit, cookies, pastries, slices of cake, and whole
cakes are not subject to retail sales tax unless the seller's cus-
tomary practice is to hand a utensil to the customer as part of
the sales transaction. None of these items are heated by the
seller, combined by the seller, or require a plate, glass, cup, or
bowl in order to receive the item. Even if Fast Cafe heats the
pastries for its customers, the pastries are not subject to retail
sales tax.

(iii) Example 3.  A pizza restaurant sells whole hot piz-
zas, hot pizza by the slice, and unheated ready-to-bake piz-
zas. The whole hot pizzas and hot pizza sold by the slice,
including delivered pizzas, are "prepared food" because these
items are sold in a heated state. If the unheated ready-to-bake
pizzas are prepared by the seller, they are "prepared food"
because the seller has mixed or combined two or more food
ingredients. This is true even though some ingredients in the
unheated pizzas are raw or uncooked, because those ingredi-
ents do not require cooking to prevent foodborne illness. If
the unheated ready-to-bake pizzas are prepared by a manu-
facturer other than the seller, they will be taxable as "pre-
pared food" only if sold with utensils provided by the seller.

(5) How are combined sales of taxable and exempt
items taxed?

(a) Combined sales.  Where two or more distinct and
identifiable items of tangible personal property, at least one
of which is a food or food ingredient, are sold for one non-

itemized price that does not vary based on the selection by the
purchaser of items included in the transaction:

• The entire transaction is taxable if the seller's purchase
price or sales price of the taxable items is greater than fifty
percent of the combined purchase price or sales price; and

• The entire transaction is exempt from retail sales tax if
the seller's purchase price or sales price of the taxable items
is fifty percent or less of the combined purchase price or sales
price.

The seller may make the determination based on either
purchase price or sales price, but may not use a combination
of the purchase price and sales price.

(b) Examples.
(i) A combination wine and cheese picnic basket con-

tains four items packaged together:  A bottle of wine, a wine
opener, single-serving cheeses, and the picnic basket holding
these items. The seller's purchase price for the wine, wine-
opener, and picnic basket totals ten dollars. The seller's pur-
chase price for the cheeses is two dollars. The seller must col-
lect retail sales taxes on the entire package, because the
seller's purchase price for the taxable items (ten dollars) is
greater than fifty percent of the combined purchase price
(twelve dollars).

(ii) A retailer sells a decorative jar containing individu-
ally wrapped candies for the selling price of twelve dollars.
The retailer sells the decorative jar by itself for the price of
five dollars. The retailer's selling price for the candy alone is
seven dollars. The retailer is not required to collect retail
sales taxes on the decorative jar filled with candies, because
the retailer's selling price for the tax exempt candies is greater
than its selling price for the taxable jar.

(c) Incidental packaging.  "Distinct and identifiable
items" does not include packaging which is immaterial or
incidental to the sale of another item or items. For example, a
decorative bag sold filled with candy is not the sale of "dis-
tinct and identifiable" items where the bag is merely orna-
mental packaging immaterial in the sale of the candy.

(d) Free items.  "Distinct and identifiable items" does
not include items provided free of charge. An item is only
provided free of charge if the seller's sales price does not vary
depending on whether the item is included in the sale.

(6) What are the seller's accounting requirements?
All sales of food and food ingredients at an establishment will
be treated as taxable unless the seller separately accounts for
sales of exempt and nonexempt food and food ingredients. It
is sufficient separation for accounting purposes if cash regis-
ters or the like are programmed to identify items that are not
tax exempt and to calculate and assess the proper sales tax
accordingly.

(7) Are there any other retail sales tax exemptions
that apply?

(a) Meals served by not-for-profit organizations.  The
exemptions apply to meals sold under a state-administered
nutrition program for the aged as provided for in the Older
Americans Act (Public Law 95-478 Title III) and RCW
74.38.040, and meals sold to or for senior citizens, disabled
persons, or low-income persons by a not-for-profit organiza-
tion organized under chapter 24.03 or 24.12 RCW. The
exemptions apply even if the meals would otherwise be con-
sidered prepared food.
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(b) Foods exempt under the Federal Food Stamp Act.
Under RCW 82.08.0297, eligible foods under the Food
Stamp Act of 1977 purchased with food coupons are exempt
from the retail sales tax. This is a separate and broader
exemption than the retail sales exemption for food and food
ingredients under RCW 82.08.0293. For example, soft drinks
and garden seeds are "eligible foods" but are not a "food or
food ingredients." If such items are purchased with food cou-
pons, they are exempt from the retail sales tax under RCW
82.08.0297, even though the items do not qualify for the
exemption under RCW 82.08.0293.

(i) Definition of food coupons.  The term "food cou-
pons," as used in this subsection means any coupon, stamp,
type of certificate, authorization card, cash or check issued in
lieu of a coupon, or access device, including an electronic
benefit transfer card or personal identification number issued
pursuant to the provisions of the Food Stamp Act of 1977.
See 7 CFR § 271.2, as amended or renumbered as of January
1, 2003.

(ii) Use of food coupons combined with other means
of payment.  When both food coupons and other means of
payment are used in the same sales transaction, for purposes
of collecting retail sales taxes, the other means of payment
shall be applied first to items which are food and food ingre-
dients exempt under RCW 82.08.0293. The intent is to apply
the coupons and other means of payment in such a way as to
provide the greatest possible exemption from retail sales tax.

(iii) Example.  A customer purchases the following at a
grocery store:  Meat for three dollars, cereal for three dollars,
canned soft drinks for five dollars, and soap for two dollars

for a total of thirteen dollars. The customer pays with seven
dollars in coupons and six dollars in cash. The cash is applied
first to the soap because the soap is neither exempt under
RCW 82.08.0293 nor an eligible food under the Food Stamp
Act. The remaining cash (four dollars) is applied first to the
meat and the cereal. The food stamps are applied to the bal-
ance of the meat and cereal (two dollars) and to the soft
drinks (five dollars). Retail sales tax is due only on the soap.

(8) Vending machine sales.  The exemptions do not
apply to sales of food and food ingredients dispensed from
vending machines. There are special requirements for report-
ing sales tax collected on vending machine sales, discussed in
(a) of this subsection. "Honor box" sales (sales of snacks or
other items from open display trays) are not considered vend-
ing machine sales.

(a) Calculating and reporting retail sales tax collected
on vending machine sales.  Vending machine owners do not
need to state the retail sales tax amount separately from the
selling price. See RCW 82.08.050(5) and 82.08.0293.
Instead, vending machine owners must determine the amount
of retail sales tax collected on the sale of food or food ingre-
dients by using one of the following methods:

(i) Food or food ingredients dispensed in a heated
state.  For food or food ingredients dispensed from vending
machines in a heated state (e.g., hot coffee, soups, tea, and
hot chocolate), a vending machine owner must calculate the
amount of retail sales tax that has been collected ("tax in
gross") based on the gross vending machine proceeds. The
"tax in gross" is a deduction against the gross amount of both
retailing B&O and retail sales. The formula is:

(ii) All other food or food ingredients.  For all other food and food ingredients dispensed from vending machines, a vend-
ing machine owner must calculate the amount of retail sales tax that has been collected ("tax in gross") based on fifty-seven per-
cent of the gross vending machine proceeds.  The "tax in gross" is a deduction against the gross amount of both retailing B&O
and retail sales. The formula is:

The remaining 43% of the gross vending machine proceeds, less the "tax in gross" amount, is reported as an exempt food
sales deduction against retail sales proceeds only calculated as follows:

(b) Example.  Jane owns a vending machine business
with machines in Spokane and Seattle. In each location, she
has a vending machine selling candy and water and a second
vending machine selling hot cocoa and coffee drinks. Her
annual sales for the vending machines and the combined
retail sales tax rates for Seattle and Spokane are as follows:

To determine the amount of retail sales tax she collected on the sale of cocoa and coffee (food dispensed in a heated state),
Jane calculates the "tax in gross" amount as follows:

Thus, for both retailing B&O and retail sales, Jane must
report her total gross coffee machine proceeds of $5,500 with
a "tax in gross" deduction of $439.78.

To determine the amount of retail sales tax she collected
on the sale of candy and water, Jane calculates the "tax in
gross" amount as follows:

gross machine proceeds - (gross machine proceeds) = tax in gross
(1 + sales tax rate) 

(gross machine proceeds x .57) x sales tax rate = tax in gross

(gross machine proceeds x .43) - tax in gross = exempt food deduction

Coffee 
Machine
(cocoa &
coffee)

Candy 
Machine 
(candy & 

water)

Combined 
Retail Sales 

Tax Rate
Seattle $2,500 $10,000 .088
Spokane $3,000 $6,000 .086

gross machine proceeds - (gross machine proceeds) =  tax in gross
(1 + sales tax rate)

$2,500 - ($2,500/1.088) = $202.21 (Seattle coffee machine)
$3,000 - ($3,000/1.086) = $237.57 (Spokane coffee machine)

$439.78
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Thus, for both retailing B&O and retail sales, Jane must report her total gross candy machine proceeds of $16,000 with a
"tax in gross" deduction of $795.72.

Jane must also report an exempt food sales deduction representing the remaining 43% of the gross candy machine proceeds.

Jane reports the exempt food sales deduction only
against the gross amount of her retail sales. The deduction
does not apply to retailing B&O.
[Statutory Authority:  RCW 82.32.300 and 82.01.060(2). 07-24-038, § 458-
20-244, filed 11/30/07, effective 12/31/07; 07-11-066, § 458-20-244, filed
5/14/07, effective 6/14/07; 03-24-031, § 458-20-244, filed 11/25/03, effec-
tive 1/1/04.  Statutory Authority:  RCW 82.32.300. 88-15-066 (Order 88-4),
§ 458-20-244, filed 7/19/88; 87-19-139 (Order 87-6), § 458-20-244, filed
9/22/87; 86-21-085 (Order ET 86-18), § 458-20-244, filed 10/17/86; 86-02-
039 (Order ET 85-8), § 458-20-244, filed 12/31/85; 83-17-099 (Order ET
83-6), § 458-20-244, filed 8/23/83; 82-16-061 (Order ET 82-7), § 458-20-
244, filed 7/30/82. Statutory Authority:  RCW 82.01.060(2) and 82.32.300.
78-05-041 (Order ET 78-1), § 458-20-244 (Rule 244), filed 4/21/78, effec-
tive 7/1/78.]

458-20-254WAC 458-20-254  Recordkeeping. (1) Introduction.
This section defines the requirements for the maintenance
and retention of books, records, and other sources of informa-
tion. It also addresses these requirements where all or a part
of the taxpayer's books and records are received, created,
maintained, or generated through various computer, elec-
tronic, and/or imaging processes and systems.

The general requirements imposed on taxpayers are to
retain and make available those records necessary to verify
that the correct tax liability has been reported and paid by the
taxpayer with respect to the taxes administered by the depart-
ment of revenue ("department"). The records provided to the
department are confidential and privileged. Such records may
not be disclosed by the department, except as provided by
RCW 82.32.330.

(2) Definitions.  For purposes of this section, the follow-
ing definitions will apply:

(a) "Data base management system" means a software
system that controls, relates, retrieves, and provides accessi-
bility to data stored in a data base.

(b) "Electronic data interchange" or "EDI technology"
means the computer-to-computer exchange of business trans-
actions in a standardized structured electronic format.

(c) "Hard copy" means any documents, records, reports
or other data printed on paper.

(d) "Machine-sensible record" means a collection of
related information in any electronic format (e.g., data base
management systems, EDI technology, automated data pro-
cess systems, etc.). Machine-sensible records do not include
hard-copy records that are created or recorded on paper or
stored in or by an imaging system such as microfilm, micro-
fiche, or storage-only imaging systems.

(e) "Records" means all books, data, documents, reports,
or other information, including those received, created, main-
tained, or generated through various computer, electronic,
and/or imaging processes and systems.

(f) "Storage-only imaging system" means a system of
computer hardware and software that provides for the stor-
age, retention and retrieval of documents originally created
on paper. It does not include any system, or part of a system,
that manipulates or processes any information or data con-
tained on the document in any manner other than to repro-
duce the document in hard copy or as an optical image.

(3) Recordkeeping requirements—General.
(a) Every taxpayer liable for a tax or fee imposed by the

laws of the state of Washington for which the department of
revenue has primary or secondary administrative responsibil-
ity, e.g., Title 82 RCW, chapter 67.28 RCW (hotel/motel
tax), chapter 70.95 RCW (fee on tires), and chapter 84.33
RCW (forest excise tax), must keep complete and adequate
records from which the department may determine any tax
liability for such taxpayer.

(b) It is the duty of each taxpayer to prepare and preserve
all records in a systematic manner conforming to accepted
accounting methods and procedures. Such records are to be
kept, preserved, and presented upon request of the depart-
ment or its authorized representatives which will demon-
strate:

(i) The amounts of gross receipts and sales from all
sources, however derived, including barter or exchange trans-
actions, whether or not such receipts or sales are taxable.
These amounts must be supported by original source docu-
ments or records including but not limited to all purchase
invoices, sales invoices, contracts, and such other records as
may be necessary to substantiate gross receipts and sales.

(ii) The amounts of all deductions, exemptions, or credits
claimed through supporting records or documentation
required by statute or administrative rule, or other supporting
records or documentation necessary to substantiate the
deduction, exemption, or credit.

(iii) The payment of retail sales tax or use tax on capital
assets, supplies, articles manufactured for your own use, and
other items used by the taxpayer as a consumer.

(iv) The amounts of any refunds claimed. These amounts
must be supported by records as may be necessary to substan-
tiate the refunds claimed. Refer to WAC 458-20-229 for
information on the refund process.

(c) The records kept, preserved, and presented must
include the normal records maintained by an ordinary pru-
dent business person. Such records may include general led-
gers, sales journals, cash receipts journals, bank statements,
check registers, and purchase journals, together with all bills,
invoices, cash register tapes, and other records or documents
of original entry supporting the books of account entries.  The
records must include all federal and state tax returns and

(gross machine proceeds x .57) x sales tax rate =  tax in gross

$10,000 x .57 x .088 = $501.60 (Seattle candy machine)
$6,000 x .57 x .086 = $294.12 (Spokane candy machine)

$795.72

(43% x gross machine proceeds) - tax in gross =  exempt food deduction
(.43 x $16,000) - $795.72 =  $6,084.28
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reports and all schedules, work papers, instructions, and other
data used in the preparation of the tax reports or returns.

(d) If a taxpayer retains records in both machine-sensible
and hard-copy formats, the taxpayer must make the records
available to the department in machine-sensible format upon
request of the department. However, the taxpayer is not pro-
hibited from demonstrating tax compliance with traditional
hard-copy documents or reproductions thereof, although this
does not eliminate the requirement that they provide access to
machine-sensible records, if requested.

(e) Machine-sensible records used to establish tax com-
pliance must contain sufficient transaction-level detail infor-
mation so that the details underlying the machine-sensible
records can be identified and made available to the depart-
ment upon request.

(f) At the time of an examination, the retained records
must be capable of being retrieved and converted to a read-
able record format, as required in subsection (6) of this sec-
tion.

(g) Taxpayers are not required to construct machine-sen-
sible records other than those created in the ordinary course
of business. A taxpayer who does not create the electronic
equivalent of a traditional paper document in the ordinary
course of business is not required to construct such a record
for tax purposes.

(4) Record retention period.  All records must be open
for inspection and examination at any time by the depart-
ment, upon reasonable notice, and must be kept and pre-
served for a period of five years. RCW 82.32.070

(5) Failure to maintain or disclose records.  Any tax-
payer who fails to comply with the requirements of RCW
82.32.070 or this section is forever barred from questioning,
in any court action or proceedings, the correctness of any
assessment of taxes made by the department based upon any
period for which such books, records, and invoices have not
been so kept, preserved, or disclosed. RCW 82.32.070

(6) Electronic records.
(a) Electronic data interchange requirements.
(i) Where a taxpayer uses electronic data interchange

(EDI) processes and technology, the level of record detail, in
combination with other records related to the transactions,
must be equivalent to that contained in an acceptable paper
record. For example, the retained records should contain such
information as vendor name, invoice date, product descrip-
tion, quantity purchased, price, amount of tax, indication of
tax status, shipping detail, etc. Codes may be used to identify
some or all of the data elements, provided that the taxpayer
provides a method which allows the department to interpret
the coded information.

(ii) The taxpayer may capture the information at any
level within the accounting system and need not retain the
original EDI transaction records provided the audit trail,
authenticity, and integrity of the retained records can be
established. For example, a taxpayer using electronic data
interchange technology receives electronic invoices from its
suppliers. The taxpayer decides to retain the invoice data
from completed and verified EDI transactions in its accounts
payable system rather than to retain the EDI transactions
themselves. Since neither the EDI transaction nor the
accounts payable system captures information from the
invoice pertaining to product description and vendor name

(i.e., they contain only codes for that information), the tax-
payer must also retain other records, such as its vendor mas-
ter file and product code description lists and make them
available to the department. In this example, the taxpayer
need not retain its EDI transaction for tax purposes if the ven-
dor master file contains the required information.

(b) Electronic data processing systems requirements.
The requirements for an electronic data processing account-
ing system should be similar to that of a manual accounting
system, in that an adequately designed accounting system
should incorporate methods and records that will satisfy the
requirements of this section.

(c) Internal controls.
(i) Upon the request of the department, the taxpayer must

provide a description of the business process that created the
retained records. Such description must include the relation-
ship between the records and the tax documents prepared by
the taxpayer and the measures employed to ensure the integ-
rity of the records.

(ii) The taxpayer must be capable of demonstrating:
(A) The functions being performed as they relate to the

flow of data through the system;
(B) The internal controls used to ensure accurate and

reliable processing; and
(C) The internal controls used to prevent unauthorized

addition, alteration, or deletion of retained records.
(iii) The following specific documentation is required

for machine-sensible records retained pursuant to this sec-
tion:

(A) Record formats or layouts;
(B) Field definitions (including the meaning of all codes

used to represent information);
(C) File descriptions (e.g., data set name); and
(D) Detailed charts of accounts and account descriptions.
(7) Access to machine-sensible records.
(a) The manner in which the department is provided

access to machine-sensible records may be satisfied through
a variety of means that shall take into account a taxpayer's
facts and circumstances through consultation with the tax-
payer.

(b) Such access will be provided in one or more of the
following manners:

(i) The taxpayer may arrange to provide the department
with the hardware, software and personnel resources to
access the machine-sensible records.

(ii) The taxpayer may arrange for a third party to provide
the hardware, software and personnel resources necessary to
access the machine-sensible records.

(iii) The taxpayer may convert the machine-sensible
records to a standard record format specified by the depart-
ment, including copies of files, on a magnetic medium that is
agreed to by the department.

(iv) The taxpayer and the department may agree on other
means of providing access to the machine-sensible records.

(8) Storage-only imaging systems.
(a) For purposes of storage and retention, taxpayers may

convert hard-copy documents received or produced in the
normal course of business and required to be retained under
this section to microfilm, microfiche or other storage-only
imaging systems and may discard the original hard-copy doc-
uments, provided the conditions of this section are met. Doc-
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uments which may be stored on these media include, but are
not limited to, general books of account, journals, voucher
registers, general and subsidiary ledgers, and supporting
records of details, such as sales invoices, purchase invoices,
exemption certificates, and credit memoranda.

(b) Microfilm, microfiche and other storage-only imag-
ing systems must meet the following requirements:

(i) Documentation establishing the procedures for con-
verting the hard-copy documents to microfilm, microfiche or
other storage-only imaging system must be maintained and
made available upon request. Such documentation must, at a
minimum, contain a sufficient description to allow an origi-
nal document to be followed through the conversion system
as well as internal procedures established for inspection and
quality assurance.

(ii) Procedures must be established for the effective iden-
tification, processing, storage, and preservation of the stored
documents and for making them available for a period of five
years.

(iii) Upon request by the department, a taxpayer must
provide facilities and equipment for reading, locating, and
reproducing any documents maintained on microfilm, micro-
fiche or other storage-only imaging system.

(iv) When displayed on such equipment or reproduced
on paper, the documents must exhibit a high degree of legi-
bility and readability. For this purpose, legibility is defined as
the quality of a letter or numeral that enables the observer to
identify it positively and quickly to the exclusion of all other
letters or numerals. Readability is defined as the quality of a
group of letters or numerals being recognizable as words or
complete numbers.

(v) All data stored on microfilm, microfiche or other
storage-only imaging systems must be maintained and
arranged in a manner that permits the location of any particu-
lar record.

(vi) There must be no substantial evidence that the
microfilm, microfiche, or other storage-only imaging system
lacks authenticity or integrity.

(9) Effect on hard-copy recordkeeping requirements.
(a) The provisions of this section do not relieve taxpay-

ers of the responsibility to retain hard-copy records that are
created or received in the ordinary course of business as
required by existing law and regulations, except as otherwise
provided in this section. Hard-copy records may be retained
on a recordkeeping medium as provided in subsection (8) of
this section.

(b) If hard-copy records are not produced or received in
the ordinary course of transacting business (e.g., when the
taxpayer uses electronic data interchange technology), such
hard-copy records need not be created.

(c) Hard-copy records generated at the time of a transac-
tion using a credit or debit card must be retained unless all the
details necessary to determine correct tax liability relating to
the transaction are subsequently received and retained by the
taxpayer in accordance with this section.

(d) Computer printouts that are created for validation,
control, or other temporary purposes need not be retained.

(e) Nothing in this section prevents the department from
requesting hard-copy printouts in lieu of retained machine-
sensible records at the time of examination.

(10) Out-of-state businesses.  An out-of-state business
which does not keep the necessary records within this state
may either produce within this state such records as are
required for examination by the department or permit the
examination of the records by the department or its autho-
rized representatives at the place where the records are kept.
RCW 82.32.070.
[Statutory Authority:  RCW 82.32.300 and 82.01.060(2). 07-04-100, § 458-
20-254, filed 2/6/07, effective 3/9/07. Statutory Authority:  RCW 82.32.300.
89-11-040 (Order 89-6), § 458-20-254, filed 5/16/89.]

458-20-270WAC 458-20-270  Telephone program excise tax
rates. RCW 82.72.020 requires the department of revenue
(department) to collect certain telephone program excise
taxes. Those taxes include the tax on switched access lines
imposed by RCW 43.20A.725 (telephone relay service—
TRS) and 80.36.430 (Washington telephone assistance pro-
gram—WTAP). Pursuant to those statutes, the department
must annually determine the rate of each respective tax
according to the statutory formulas.

The monthly telephone program excise tax rates per
switched access line are as follows:

[Statutory Authority:  RCW 82.32.300, 82.01.060(2), 43.20A.725, and
80.36.430. 07-17-110, § 458-20-270, filed 8/17/07, effective 9/17/07; 06-16-
137, § 458-20-270, filed 8/2/06, effective 9/2/06; 05-18-017, § 458-20-270,
filed 8/26/05, effective 9/26/05.]

458-20-274WAC 458-20-274  Staffing services. (1) Introduction.
This rule explains the application of business and occupation
(B&O) tax, public utility tax (PUT); and the retail sales tax
collection responsibilities of staffing businesses providing
staffing services.

(2) To whom does this rule apply?  This rule applies to
any person engaged in the business activity of providing
staffing services. This section does not apply to persons pro-
viding professional employer services. Persons providing
professional employer services should refer to RCW 82.04.-
540 for information on their tax-reporting responsibilities.

(3) What is the definition of a staffing business and
staffing services?  A "staffing business" is a person engaged
in the business activity of providing staffing services. "Staff-
ing services" means services consisting of a person:

• Recruiting and hiring its own employees;
• Finding other organizations that need the services of

those employees;
• Assigning those employees on a temporary basis to per-

form work at or services for the other organizations to sup-
port or supplement the other organizations' work forces, or to
provide assistance in special work situations such as, but not
limited to, employee absences, skill shortages, seasonal
workloads, or to perform special assignments or projects, all
under the direction and supervision of the customer; and

• Customarily attempting to reassign the employees to
other organizations when they finish each assignment.

(4) Generally, what kinds of business activities are
workers assigned by a staffing business?  Business activi-

Period TRS Rate WTAP Rate
7/1/2005 - 6/30/2006 10 cents 14 cents
7/1/2006 - 6/30/2007 9 cents 14 cents
7/1/2007 - 6/30/2008 12 cents 14 cents
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ties may include, but are not limited to, services rendered
with respect to:

• Construction (both custom and speculative);
• Customer software design and implementation;
• Manufacturing and light industrial activities;
• Professional services including medical and clerical;

and
• Other skilled and unskilled labor.
(5) Is the gross income received by a staffing business

subject to Washington tax?  Yes, the gross income received
by a staffing business is subject to B&O and/or PUT tax.

(6) Is the tax paid by a staffing business or is the tax
collected from the client to whom the workers are
assigned?

• B&O tax and/or PUT are paid by the staffing business.
• When the activity of the assigned worker is a retail sale,

retail sales tax must be collected from the client unless a spe-
cific exemption or exclusion, such as the activity being a sale
for resale, applies. The collected tax is paid by the staffing
business to the department.

(7) May a staffing business deduct payroll and other
business expenses from gross income?

• Chapters 82.04 and 82.16 RCW provide limited deduc-
tions from the B&O tax and PUT.

• The requirements of each specific deduction or exemp-
tion must be met to qualify for the deduction or exemption.

• Generally, amounts paid to the worker, amounts
deducted for payroll taxes, or any other expenses paid or
accrued may not be deducted by a staffing business.

• But income received for work performed outside the
state may be deducted from gross income for B&O tax pur-
poses.  Similarly, an interstate haul is deducted from the
PUT.

• Bad debts on which tax has been paid and which may
be written off for federal tax purposes may be deducted from
the gross income of both B&O and PUT.

• Exemptions, deductions and special tax rates that may
apply to the client do not automatically also apply to the staff-
ing business.

• Example 1.
– Under the Revenue Act, certain nonprofit hospitals

may qualify for a B&O tax deduction for income received
through Medicare.

– Also, nonprofit and public hospitals are taxable under
a special B&O tax classification.

– However, because the staffing business does not meet
the criteria for the B&O tax deduction for income received
through Medicare or, for the B&O tax special nonprofit hos-
pital classification, the income received by a staffing business
from assigning physicians, nurses, or other health care work-
ers to the hospital is taxable under the service and other activ-
ities classification.

• Example 2.
– Similarly, the Revenue Act exempts from B&O tax

income received by licensed adult family homes.
– However, the gross income received by a staffing busi-

ness from assigning a health care worker to the adult family
home is taxable under the service and other activities B&O
tax classification.

(8) What if an activity is not subject to sales tax
because it is a sale for resale?

• When a service that would otherwise be a retail sale is
performed for a person that resells that service, such as con-
struction work performed for a general contractor, sales tax is
not collected when the staffing business receives a completed
resale certificate from the client reselling the service.

• When a resale certificate is received, the staffing busi-
ness must report such charges for the worker under the
wholesaling B&O tax classification. (See WAC 458-20-102
for more information about resale certificates.)

(9) What is the tax rate?
• The B&O tax rate and/or the PUT rate is determined by

the classification of the activity engaged in by the assigned
worker.

• The retail sales tax rate is determined, generally, by the
location of where the retail sale is performed. See WAC 458-
20-145.

(10) If the B&O tax rate is determined by the B&O
tax classification, who determines or identifies the correct
classification?

• It is the responsibility of the staffing business to deter-
mine or identify the applicable B&O tax classification for the
activity performed by the assigned worker.

• This determination should be made prior to dispatching
the worker to the customer.

• It is important for the staffing business to know
whether retail sales tax should be collected from the cus-
tomer, or if a resale certificate exemption certificate or other
documentation should be received from the customer as evi-
dence of a sales tax exemption.

(11) Is the proper B&O tax classification as reported
by the staffing business always the same classification as
reported by the client customer to whom the worker is
assigned?

• Regardless of the nature of the customer's business, the
staffing business looks to the activity engaged in by the
worker assigned.

• The staffing business should not assume that the
income it receives through the activities of its workers is tax-
able under the same classification that the customer reports.

• It is the activity of each worker, not the reporting clas-
sification of the customer that determines the tax classifica-
tion.

• Example:
– A person operating an insurance agency is taxable

under the insurance agents B&O tax classification.
– If the staffing business assigns a receptionist for the

insurance agency, the gross income received for the recep-
tionist's services is subject to B&O tax under the service and
other activities classification. The service classification
applies because the receptionist is not providing services
under the authority of an insurance agent's license.

– However, if the staffing business assigns a worker
licensed as an insurance agent to an insurance agency, and
the licensed insurance agent performs services under the
authority of his/her license, the related income is taxable
under the insurance agents B&O tax classification.
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(12) What are the major B&O tax classifications?
The major B&O tax classifications include:

• Retailing.
• Wholesaling.
• Manufacturing.
• Processing for hire.
• Service and other activities.
• Stevedoring.
• Travel agent activities.
(13) Where can I get a description of the activities

included in the major B&O tax classification? Where can
I get a complete list of the B&O tax classifications and
more information?

• The department's Staffing Industry Guide provides
detailed information on the staffing industry and includes a
description of the activities included in the major B&O tax
classifications. The Staffing Industry Guide is located on the
department's web site http://dor.wa.gov/

• A complete list of the B&O tax classifications and
more information about the B&O and PUT can be found on
the department's web site http://dor.wa.gov/

(14) What is the public utility tax (PUT)?  What are
the major classifications of PUT?

• The public utility tax is a tax on gross receipts, similar
to the B&O tax.

• It applies to most utility services, such as water, power,
and gas distribution, and sewerage collection.

• It also applies to providing transportation of persons or
property for hire within five miles of the city limits (urban
transportation classification) and beyond (motor transporta-
tion classification).

– These classifications apply whether or not the person
performing the work owns the vehicle with which the activity
is being performed.

– Examples include taxi cab service, limousine service,
and hauling goods belonging to others (hauling for hire).

(15) How is income reported when the assigned
worker is engaging in more than one activity?

• An assigned worker provided by a staffing business to
a client may engage in several different activities while on the
same job.

• The different activities may be taxable under separate
B&O tax and/or PUT classifications.

• If the staffing business separates the amounts it charges
the client by activities, the separated charges are reported.

• If the staffing business does not separate its charge to
the client the charge is reported under the classification of the
predominant activity.

• "Predominant activity" for two worker activities is
when more than fifty percent of the worker's time is spent
working in one tax classified activity.

• "Predominant activity" for more than two worker activ-
ities is the activity the worker spends the greatest amount of
time doing.

• When two or more workers, engaged in different activ-
ities, are assigned to one client, the charge for each worker is
reported based on the predominant activity of each individual
worker.

• Example 1:
– A staffing business assigns a housekeeper whose pri-

mary job is to clean an apartment (subject to the service and
other activities B&O tax classification).

– The job also calls for the housekeeper to prepare one
meal per day (subject to retailing B&O tax and retail sales
tax).

– The majority (over half) of the time spent is associated
with the housekeeping service (apartment cleaning - subject
to the service and other activities B&O tax classification).

– No segregated charge is made for the preparation of the
meal.

– In this case, the predominant activity is cleaning the
apartment.

– Therefore, the gross income received by staffing busi-
ness from the charge to the client is reportable under the ser-
vice and other activities B&O tax classification. Retail sales
tax will not apply.

• Example 2:
– A staffing business assigns a construction worker to a

client that is a developer/property owner performing con-
struction-related services (subject to retailing B&O tax and
retail sales tax).

– The assigned worker has a commercial driver's license
and is only occasionally required to drive the client's truck
within the city to pick up a load of gravel (an activity subject
to the urban transportation PUT classification).

– The worker also spends about one hour per day helping
in the office.

– The predominant activity is the retailing activity of
performing construction work because the greatest amount of
time is spent performing retailing construction work.

– The staffing business has not segregated charge for the
other lesser activities.

– In this case, the staffing business reports the gross
amount charged to the client under the retailing B&O tax
classification. Additionally, the staffing business must also
collect from the client retail sales tax measured by the gross
charge to the client.

• Example 3:
– Same facts as Example 2, except the staffing business

also provides a receptionist to the client (developer/property
owner).

– As demonstrated in Example 2, the staffing business is
subject to the retailing B&O tax on the gross amount charged
to the client for work done by the construction worker; and
retail sales tax must be collected on this charge.

– However, the staffing business is subject to service and
other activities B&O tax on the gross amount charged to the
client for the receptionist's work. The service and other activ-
ities B&O tax classification is the proper classification not-
withstanding the client reports under the retailing classifica-
tion.

(16) Is the staffing business required to keep docu-
mentation of the activities their assigned workers per-
formed?

• The staffing business must keep documentation show-
ing what services their assigned workers performed.

• All available information should be recorded concur-
rently with the assignment of the worker and the charge for
the service.
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• It is important that the client's labor and skill require-
ments are detailed up front as much as possible prior to dis-
patch.

• This is particularly important for purposes of billing
retail sales tax.

• Documentation may be in the form of a copy of a client
order or other documented request by a client for a worker.

• The documentation must state the specific work to be
performed, and/or the worker skills requested by the client.

• If the client's request comes in by telephone, the staff-
ing business should ask exactly what type of services are
required and write them down on an order form, or as a memo
to the client's file.

• Also, the worker can provide a written explanation of
the services actually performed.

• Documentation to support the B&O tax classification
must be sufficiently detailed to support the classification
reported.

• The classification of primary interest to the client is
retailing. Only under retailing is the staffing company, as
seller of the service, required to collect retail sales tax from
the client.

• Any other classification which does not directly impact
the client may be of less interest to the client.  Nevertheless,
because the rates may vary between classifications, it is in the
person providing staffing service's best interest to gather
enough information to classify all services correctly.

• If, subsequent to filing a return, it is later determined
that income has been incorrectly classified, amended returns
should be submitted to the department to make the appropri-
ate adjustment.
[Statutory Authority:  RCW 82.32.300 and 82.01.060(2). 07-17-132, § 458-
20-274, filed 8/20/07, effective 9/20/07.]

458-20-277WAC 458-20-277  Certified service providers—Com-
pensation. (1) Introduction.  This section explains compen-
sation paid to certified service providers (CSPs) as defined in
Substitute Senate Bill No. 5089 (SSB 5089), chapter 6, Laws
of 2007 and RCW 82.58.080. The section also lists rights and
responsibilities applicable to these CSPs when collecting and
remitting retail sales and use taxes in Washington. On March
22, 2007, Washington enacted SSB 5089, a legislative pack-
age that brings Washington's sales and use tax laws into con-
formity with the streamlined sales and use tax agreement
(SSUTA). For more information concerning the SSUTA,
visit http://www.streamlinedsalestax.org. The web sites ref-
erenced in this section are not maintained by Washington or
the department of revenue (department). These referenced
web sites may contain recommendations that require a
change to Washington law prior to becoming effective in
Washington.

(2) CSP compensation for volunteer sellers.
(a) What is a CSP?  A CSP is an agent of the seller cer-

tified under the SSUTA to perform all of a seller's retail sales
and use tax functions, other than the seller's obligation to
remit retail sales and use tax on its own purchases. For more
information concerning CSP certification or a list of current
CSPs, visit the SSUTA web site located at:  http://www.
streamlinedsalestax.org.

(b) What is a volunteer seller?  A volunteer seller is any
seller that has selected a CSP, as agent, to perform all of that

seller's retail sales and use tax functions, other than the obli-
gation to remit retail sales and use tax on the seller's own pur-
chases and who has voluntarily registered through the
SSUTA central registration system (CRS) in accordance with
the terms of the CSP contract (CSP contract).  The CSP con-
tract is the agreement executed between each CSP and the
streamlined sales tax governing board under which CSPs per-
form services in SSUTA associate and member states.

(c) What are member states and associate member
states?  Member states are those states that have petitioned
and been granted full membership under the SSUTA. Associ-
ate member states are those states that have petitioned and
been designated associate member status under the SSUTA.
Washington became an associate member state on July 1,
2007.  Washington has been granted full membership status
as of July 1, 2008. For a list of the current member and asso-
ciate member states, visit the SSUTA web site at:  http://
www.streamlinedsalestax.org.

(d) What are monetary allowances?  As a condition of
becoming an associate member and member state, Washing-
ton has agreed to permit CSPs to act as agents for sellers in
collecting and remitting sales and use taxes in Washington.
Washington has agreed to provide monetary allowances to
CSPs acting as agents for volunteer sellers. A CSP will obtain
these monetary allowances by retaining a portion of the
Washington retail sales and use tax they collect. However,
monetary allowances will not reduce the retail sales and use
taxes collected for and remitted to local taxing jurisdictions.
The calculation of these monetary allowances is discussed in
subsection (3) of this section.

(e) What is a certified automated system (CAS)?  A
certified automated system is software certified by Washing-
ton under the SSUTA:  To calculate the sales and use tax
imposed by each taxing jurisdiction on a transaction; to deter-
mine the amount of tax to remit; and to maintain a record of
the transaction.

(3) How are monetary allowances calculated?  The
formula for determining monetary allowances is set forth in
the CSP contract. This monetary allowance is the CSP's sole
form of compensation with respect to volunteer sellers during
the term of the CSP contract and is the same with respect to
all CSPs.

This monetary allowance is calculated by using the fol-
lowing formula:  (The combined volume of taxes due to all
member and associate member states from a volunteer seller
in such capacity) multiplied by (the applicable base rate).
Simply stated, the formula is (combined collected taxes) x
(base rate). Affiliated volunteer sellers will be treated as a
single volunteer seller if they are related persons under
267(b) or 707(b) of the United States Internal Revenue Code.
The base rate resets annually. Table A below sets forth the
schedule for "combined collected taxes" and the applicable
"base rate":

Table A

Combined Collected Taxes:
Base 
Rate:

$0.00 - $250,000 8%
$250,000.01 - $1,000,000 7%
$1,000,000.01 - $2,500,000 6%
$2,500,000.01 - $5,000,000 5%
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(a) Can volunteer sellers lose volunteer seller status?
Volunteer seller status ceases when the seller conducts activ-
ities in Washington that would require the seller to legally
register in Washington as described in the CSP contract.

(b) Seller statements.  Each volunteer seller must peri-
odically send written statements (statement) to the CSP veri-
fying that the seller continues to qualify as a volunteer seller
in Washington. The volunteer seller must send the first state-
ment twenty-four consecutive months from the date on which
the CSP began remitting sales and use taxes for the volunteer
seller in Washington. Subsequently, volunteer sellers will
send a statement every twelve consecutive months thereafter.
A CSP may request a statement verifying a seller's volunteer
seller status at any time. The CSP must notify the department
when a seller loses volunteer seller status and this notification
must be sent no later than ten business days after receipt of a
seller's statement indicating the seller is no longer a volunteer
seller. Notice to the department must be provided consistent
with the notice provisions contained in the CSP contract.
Entitlement to monetary allowances will be terminated after
a seller sends a statement that the seller is no longer a volun-
teer seller.

(c) When will monetary allowances terminate?  A
CSP is entitled to retain monetary allowances granted prior to
receiving a statement indicating that the seller has lost volun-
teer seller status. However, entitlement to monetary allow-
ances will end on the first day of the month following receipt
of such statement. Regardless, a CSP will be entitled to mon-
etary allowances for services performed under this section
with respect to a volunteer seller for a period of twenty-four
months (beginning on the date the CSP commenced remitting
sales and use taxes for the volunteer seller in Washington and
ending twenty-four consecutive months later).

(4) CSP rights and responsibilities.
(a) Responsibility for retail sales and use taxes.  A

CSP is liable to the member states and associate member
states for the retail sales and use taxes on the sales transac-
tions that it processes.

If the CSP does not remit the collected retail sales and
use taxes when due, those taxes are delinquent. Washington
may send a notice of delinquency to a CSP for these delin-
quent taxes. The CSP must then remit the delinquent taxes
within ten business days of that notification. If the CSP does
not remit the delinquent taxes within those ten business days,
the CSP is not entitled to monetary allowances with respect to
the delinquent taxes and is liable for the payment of the taxes
along with penalties and interest. However, if the taxes are
delinquent because a seller has not remitted part or all of the
delinquent taxes to the CSP, the CSP will be given relief if it
properly notifies the department. In order to obtain this relief,
the CSP must notify the department of the seller's failure to
remit the retail sales and use taxes to the CSP within ten busi-
ness days of the date on which those delinquent taxes should
have been remitted to the department.  Notice by the CSP

under this subsection must be provided consistent with the
notice provisions contained in the CSP contract.

(b) CSP liability relief.  A CSP is not liable for charging
or collecting the incorrect amount of sales or use tax where
that error results from reliance on incorrect data provided in
the department's taxability matrix, or from tax rates, bound-
aries, and taxing jurisdiction assignments listed in Washing-
ton's rates and boundaries data bases. To obtain a copy of the
taxability matrix, visit the SSUTA web site located at:
http://www.streamlinedsalestax.org.  Additionally, CSPs will
be held harmless and not liable for sales and use taxes, inter-
est, and penalties on those taxes not collected due to reliance
on Washington's certification of the CSP's CAS. Pursuant to
RCW 82.58.080, sellers that contract with a CSP are not lia-
ble to Washington for sales or use tax due on transactions
processed by the certified service provider unless the seller
misrepresents the type of items it sells or commits fraud.

(c) Seller's contract with the CSP.  A CSP must pro-
vide the department with a copy of its agreement with con-
tracting sellers if requested.

(d) Credits or refunds with respect to bad debt.  A
CSP may, on the behalf of a seller, claim credits or refunds
for sales taxes paid on bad debts. Bad debts have the same
meaning provided in 26 U.S.C. Section 166, as amended in
2003.  Bad debts do not include expenses incurred in collect-
ing bad debts; repossessed property; and amounts due on
property in the possession of the seller until the full purchase
price has been paid. See section 103, SSB 5089 and WAC
458-20-196 for more information regarding bad debts.

(e) Retention of personally identifiable consumer
information.  With limited exceptions, CSPs must perform
their services without retaining personally identifiable con-
sumer information. A CSP may retain personally identifiable
consumer information only as long as it is needed to ensure
the validity of tax exemptions or to show the intended use of
the goods or services purchased. See section 601, SSB 5089
for more information regarding personally identifiable con-
sumer information.

(f) Filing of tax returns and remittance of retail sales
and use taxes.  CSP will file retail sales and use excise tax
returns using Washington's electronic filing system (E-file).
CSPs will remit retail sales and use taxes due with respect to
these returns using ACH Debit, ACH Credit, or the Fedwire
Funds Transfer System.
[Statutory Authority:  RCW 82.32.300, 82.01.060(2), and 82.32.715. 08-01-
017, § 458-20-277, filed 12/7/07, effective 1/7/08.]

Chapter 458-30 Chapter 458-30 WAC
OPEN SPACE TAXATION ACT RULES

WAC 
458-30-300 Additional tax—Withdrawal or removal from classifica-

tion.
458-30-330 Open space plan and public benefit rating system—

Authorization and procedure to establish—Adop-
tion—Notice to owner—Valuation.

458-30-700 Designated forest land—Removal—Change in status—
Compensating tax.

458-30-300WAC 458-30-300  Additional tax—Withdrawal or
removal from classification. (1) Introduction.  This rule
outlines the withdrawal and removal procedures, events that

$5,000,000.01 - $10,000,000 4%
$10,000,000.01 - $25,000,000 3%
Over $25,000,000.01 2%

Combined Collected Taxes:
Base 
Rate:
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trigger removal, and how to calculate the additional property
tax ("additional tax"), interest, and penalty that may be
imposed because land is withdrawn or removed from classi-
fication. When land is withdrawn or removed additional tax
and interest are due. A twenty percent penalty is also due
when land is removed from classification (see RCW 84.34.-
108 and 84.34.070(2)).

(2) Duties of assessor and treasurer. As soon as possible
after determining that the land no longer qualifies for classi-
fication under chapter 84.34 RCW or the use of the land has
changed, the assessor must notify the owner in writing
regarding this determination and of his or her intent to
remove the land from classification. The assessor may not
remove the land from classification until the owner has had
an opportunity to be heard on the issue of removal.

(a) The owner has thirty calendar days following the
postmark date on the assessor's notice of intent to remove to
respond, in writing, to the assessor about the removal of the
land from classification. After giving the owner an opportu-
nity to be heard and unless sufficient information or evidence
is presented as to why the land should not be removed from
classified status, the land will be removed from classification
as of the date the land no longer qualified for classification or
the use of the land changed.

(b) Within thirty days of removing land from classifica-
tion, the assessor notifies the owner, in writing, about the rea-
sons for the removal. The owner, seller, or transferor may
appeal the removal to the county board of equalization.

(c) Unless the removal is reversed on appeal, the assessor
revalues the affected land with reference to its true and fair
value on the date of removal from classification. The assess-
ment roll will list the assessed value of the land before and
after the removal from classification. Taxes will be allocated
to the part of the year to which each assessed value applies;
that is, current use and true and fair value.

(d) The assessor computes the amount of additional tax,
interest, and penalty, unless the removal is the result of one of
the circumstances listed in subsection (5) of this rule.

(e) The assessor notifies the treasurer of the amount of
additional tax, interest, and penalty due.

(f) The treasurer mails or gives the owner written notice
about the amount of the additional tax, interest, and, if
required, penalty due and the date on which the total amount
must be paid.

(g) The total amount is due and payable to the treasurer
thirty days after the owner is notified of the amount of addi-
tional tax, interest, and penalty due.

(3) Amount of additional tax, interest, and penalty. The
amount of additional tax, interest, and penalty will be deter-
mined as follows:

(a) The amount of additional tax is equal to the differ-
ence between the property tax paid on the land because of its
classified status and the property tax that would have been
paid on the land based on its true and fair value for the seven
tax years preceding the withdrawal or removal. And in the
case of a removal, the taxes owed for the balance of the cur-
rent tax year;

(b) The amount of interest, calculated at the same statu-
tory rate charged on delinquent property taxes specified in
RCW 84.56.020, is based upon the amount of additional tax
determined under (a) of this subsection, starting from the date

the additional tax could have been paid without interest until
the date the tax is paid; and

(c) A penalty amounting to twenty percent of the addi-
tional tax and interest; that is, twenty percent of the total
amount computed in (a) and (b) of this subsection. A penalty
is not imposed when:

(i) The land has been classified for at least ten years at
the time it is withdrawn from classification and the owner
submitted a request to withdraw classification to the assessor
at least two assessment years prior to the date the land is with-
drawn from classification; or

(ii) The use of the land has changed and the change in
use was the result of one of the circumstances listed in RCW
84.34.108(6). See subsection (5) of this rule for a detailed list
of these circumstances.

(4) Failure to sign notice of continuance.  Land will be
removed from current use classification if a new owner fails
to sign the notice of continuance when the classified land is
sold or transferred. Additional tax, interest, and penalty will
be imposed in accordance with RCW 84.34.108(4) because
of this removal. A notice of continuance is not required when
classified land is transferred to a new owner who is the heir or
devisee of a deceased owner and the new owner wishes to
continue classified use (see RCW 84.34.108 (1)(c)). If the
heir or devisee elects not to continue classified use, the land
will be removed from classification and additional tax, inter-
est, and penalty are due.

(5) Exceptions.  No additional tax, interest, or penalty
will be imposed if the withdrawal or removal from classifica-
tion was the result of one or more of the following circum-
stances:

(a) Transfer to a governmental entity in exchange for
other land located within the state of Washington;

(b) A taking through the exercise of the power of emi-
nent domain or the sale or transfer to an entity having the
power of eminent domain in anticipation of the exercise of
this power. This entity must have declared its intent to exer-
cise the power of eminent domain in writing or by some other
official action;

(c) A natural disaster such as a flood, windstorm, earth-
quake, or other such calamity rather than an act of the land-
owner changing the use of the property;

(d) Official action by an agency of the state of Washing-
ton or by the county or city in which the land is located disal-
lowing the current use of classified land. For the purposes of
this rule, "official action" includes:  City ordinances, zoning
restrictions, Growth Management Act, Shoreline Manage-
ment Act, and Environmental Policy Act;

(e) Transfer of land to a church when the land would
qualify for a property tax exemption under RCW 84.36.020.
Only the land that would qualify for exemption under RCW
84.36.020 is included within this exception. Additional tax,
interest, and, if appropriate, the penalty will be assessed upon
the remainder of the land withdrawn or removed from classi-
fication;

(f) Acquisition of property interests by public agencies
or private organizations qualified under RCW 84.34.210 or
64.04.130 for the conservation purposes specified therein.
See subsection (6) of this rule for a listing of these agencies,
organizations, and purposes. However, when the property
interests are no longer used for one of the purposes enumer-
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ated in RCW 84.34.210 or 64.04.130, additional tax, interest,
and penalty will be imposed on the owner of the property at
that time;

(g) Removal of land granted classification as farm and
agricultural land under RCW 84.34.020 (2)(d) because the
principal residence of the farm operator or owner and/or
housing for farm and agricultural employees was situated on
it. This exception applies only to the land upon which the
housing is located even if this portion of the agricultural
enterprise has not been allocated a separate parcel number for
assessment and tax purposes;

(h) Removal of classification after a statutory exemption
is enacted that would exempt the land from property tax and
the landowner submits a written request to the assessor to
remove the land from classification. This exception applies
only to newly enacted exemptions that would cause classified
land to go from taxable to exempt status. For example, in
1999 the legislature created a new property tax exemption for
property used for agricultural research and education pro-
grams. Subsequently, the owner of such land requests
removal of the land from classification, no additional tax,
interest or penalty are imposed because of this new property
tax exemption authorized by RCW 84.36.570.

(i) The creation, sale, or transfer of forestry riparian
easements under RCW 76.13.120;

(j) The creation, sale, or transfer of a fee interest or a
conservation easement for the riparian open space program
under RCW 76.09.040;

(k) The sale or transfer of land within two years of the
death of an owner who held at least a fifty percent interest in
the land if:

(i) The individual(s) or entity(ies) who received the land
from the deceased owner is selling or transferring the land;
and

(ii) The land has been continuously assessed and valued
as classified or designated forest land under chapter 84.33
RCW or classified under chapter 84.34 RCW since 1993. The
date of death shown on the death certificate begins the two-
year period for sale or transfer; or

(l) The result of one of the following changes in classifi-
cation because of the owner's request:

(i) Reclassification from farm and agricultural land
under RCW 84.34.020(2) to:  Timber land under RCW
84.34.020(3), open space land under RCW 84.34.020(1), or
forest land under chapter 84.33 RCW;

(ii) Reclassification from timber land under RCW
84.34.020(3) to:  Farm and agricultural land under RCW
84.34.020(2), open space land under RCW 84.34.020(1), or
forest land under chapter 84.33 RCW;

(iii) Reclassification from open space/farm and agricul-
tural conservation land under RCW 84.34.020 (1)(c) to farm
and agricultural land under RCW 84.34.020(2) if the land
was previously classified as farm and agricultural land; or

(iv) Reclassification from forest land under chapter
84.33 RCW to open space land under RCW 84.34.020(1).

(6) Land acquired by agencies or organizations qual-
ified under RCW 84.34.210 or 64.04.130.  If the purpose for
acquiring classified land is to protect, preserve, maintain,
improve, restore, limit the future use of, or conserve the land
for public use or enjoyment and the classified land is acquired
by any of the following entities, no additional tax, interest, or

penalty will be imposed as long as the property is used for
one of these purposes:

(a) State agency;
(b) Federal agency;
(c) County;
(d) City;
(e) Town;
(f) Metropolitan park district (see RCW 35.61.010);
(g) Metropolitan municipal corporation (see RCW

35.58.020);
(h) Nonprofit historic preservation corporation as

defined in RCW 64.04.130; or
(i) Nonprofit nature conservancy corporation or associa-

tion as defined in RCW 84.34.250.
(7) Removal of classification from land that was pre-

viously classified or designated forest land under chapter
84.33 RCW. Land that was previously classified or desig-
nated as forest land under chapter 84.33 RCW may be reclas-
sified under chapter 84.34 RCW at the request of the land
owner. If such land is subsequently removed from the current
use program before the land has been classified under chapter
84.34 RCWfor at least ten assessment years, a combination
of compensating tax imposed under chapter 84.33 RCW and
additional tax, interest, and penalty imposed under chapter
84.34 RCW is due. RCW 84.33.145 explains the way in
which these taxes are to be calculated.
[Statutory Authority:  RCW 84.33.140, 84.34.055, 84.34.108, 84.34.141,
and 84.08.070. 07-21-097, § 458-30-300, filed 10/18/07, effective 11/18/07.
Statutory Authority:  RCW 84.34.141. 01-24-030, § 458-30-300, filed
11/27/01, effective 12/28/01. Statutory Authority:  RCW 84.08.110, 84.08.-
070, 84.34.141 and 84.34.360. 95-21-002, § 458-30-300, filed 10/4/95,
effective 11/4/95. Statutory Authority:  RCW 84.08.010 and 84.08.070. 90-
24-087, § 458-30-300, filed 12/5/90, effective 1/5/91. Statutory Authority:
RCW 84.08.010(2), 84.34.141 and chapter 84.34 RCW. 88-23-062 (Order
PT 88-12), § 458-30-300, filed 11/15/88.]

458-30-330WAC 458-30-330  Open space plan and public benefit
rating system—Authorization and procedure to estab-
lish—Adoption—Notice to owner—Valuation. (1) Intro-
duction.  RCW 84.34.055 enables a county legislative
authority to establish an open space plan, public benefit rat-
ing system, and valuation schedule for land classified as open
space. This section explains the factors that must be consid-
ered when such a plan and rating system are established,
includes a nonexclusive list of recognized sources used in
determining open space priorities, and outlines the actions
required after and effects of the approval of an open space
plan and public benefit rating system.

(2) General authorization.  The county legislative
authority may direct the county planning commission to set
open space priorities and to adopt, following a public hear-
ing, an open space plan and a public benefit rating system
(rating system) for the county. As used in this section, "plan-
ning commission" means the county office, commission, or
department that is responsible for making planning decisions
at the county level. The open space plan must include, but is
not limited to, the following:

(a) Criteria to determine the eligibility of land;
(b) A process to establish a rating system; and
(c) An assessed valuation schedule developed by the

assessor. This schedule is a percentage reduction of true and
fair value based on the rating system.
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(3) A public hearing is required.  At least one public
hearing must be held before an open space plan, a public ben-
efit rating system, or an assessed valuation schedule may be
approved by the county legislative authority.

(4) What criteria are used to determine eligibility?
Within the rating system the county legislative authority must
include the criteria and elements contained in RCW 84.34.-
020 (1)(a). This authority, which approves or denies applica-
tions for the classification and reclassification of land as open
space, must consider the criteria when it makes its determina-
tion.

(a) The rating system must provide a method to rank or
rate classified open space land.

(b) The legislative authority must give priority consider-
ation to lands used for buffers planted with or primarily con-
taining native vegetation no later than July 1, 2006, unless
buffers of this nature already receive priority consideration in
an existing open space plan, rating system, and assessed val-
uation schedule.

(c) "Priority consideration" as used in this section, may
include, but is not limited to, establishing classification eligi-
bility, maintenance criteria, or a rating system for buffers
with native vegetation.

(5) How is an open space plan and rating system
developed?  The county planning commission must take all
reasonable steps to determine open space priorities or use rec-
ognized sources for this purpose, or both.

(a) Recognized sources of open space priorities include,
but are not limited to:

(i) The natural heritage data base;
(ii) The state office of historic preservation;
(iii) The recreation and conservation office inventory of

dry accretion beach and shoreline features;
(iv) The state, national, county, and/or state registers of

historic places;
(v) The shoreline master program; or
(vi) Studies conducted by the parks and recreation com-

mission and by the departments of fisheries, natural
resources, and wildlife.

(b) Particular features and sites may be verified by an
outside expert in the field and approved by the appropriate
state or local agency. This verification is to be sent to the
county legislative authority for final approval for inclusion in
the open space plan.

(6) How is an owner of classified open space land
notified about the adoption of an open space plan, rating
system, and valuation schedule? Can an owner choose not
to participate and request removal from the current use
program?  Once the county legislative authority adopts an
open space plan, rating system, and assessed valuation sched-
ule, the planning commission or other designated agent of the
legislative authority must assign a recommended number of
priority rating points to all land classified as open space using
the adopted rating system. The planning commission or agent
will forward this recommendation to the county legislative
authority for approval. After the number of priority rating
points are assigned and approved, this information will be
sent to the assessor. The assessor will determine the new
assessed value of the classified open space land based on the
number of priority rating points assigned and the adopted
assessed valuation schedule. Thereafter, the assessor must

notify all owners of such land of the new assessed value of
their land in the manner provided in RCW 84.40.045.

(a) Within thirty days of receipt of this notice of the new
assessed value, the owner may request that the parcel(s) of
land be removed from the open space classification without
payment of additional tax, interest, or penalty.

(b) If previously classified open space land does not
qualify for classification under the newly adopted open space
plan and rating system, the assessor is not to remove the land
from the open space classification. This land will retain its
status as classified open space land. The assessor will deter-
mine the value of this land using the new priority rating sys-
tem and valuation schedule.

(7) How does a rating system affect assessed value of
classified open space land?  The assessed value of proper-
ties classified as open space is determined by a formula using
a priority rating system typically consisting of "points." A
county generally establishes a list of priority resources based
on the definition of open space in RCW 84.34.020(1); these
are also known as "open space priorities." Each priority
resource is assigned a specific point or number of points. The
more priority points the land is entitled to, the larger the
reduction in true and fair value.

(a) A parcel of classified open space land may contain a
number of priority resources. In such cases, the open space
plan and rating system may allow the parcel to receive multi-
ple priority points based on the number of priority resources.
This would entitle the parcel to a larger reduction in assessed
value.

(b) The priority rating system takes into consideration
established priority resources, public access, and/or conser-
vation or historic easements.

(c) Example.  Let's assume a wetland was designated as
a priority resource in the adopted open space plan. A wetland
entitles the land to receive three priority points. Each point
may represent a ten percent reduction in assessed value (one
point equals a ten percent reduction, two points equals a
twenty percent reduction, and so on). A parcel with a priority
rating of three points would be entitled to a thirty percent
reduction in assessed value.
[Statutory Authority:  RCW 84.33.140, 84.34.055, 84.34.108, 84.34.141,
and 84.08.070. 07-21-097, § 458-30-330, filed 10/18/07, effective 11/18/07.
Statutory Authority:  RCW 84.34.141. 06-18-011, § 458-30-330, filed
8/24/06, effective 9/24/06. Statutory Authority:  RCW 84.08.110, 84.08.070,
84.34.141 and 84.34.360. 95-21-002, § 458-30-330, filed 10/4/95, effective
11/4/95. Statutory Authority:  RCW 84.08.010(2), 84.34.141 and chapter
84.34 RCW. 88-23-062 (Order PT 88-12), § 458-30-330, filed 11/15/88.]

458-30-700WAC 458-30-700  Designated forest  land—
Removal—Change in status—Compensating tax. (1)
Introduction.  This rule describes what events trigger the
removal of land from designated forest land status under
chapter 84.33 RCW, the procedures followed for removal,
and the resulting compensating tax.

(2) Events triggering the removal of designated forest
land status.  The assessor must remove forest land from its
designated forest land status when:

(a) The owner submits a written request to remove the
owner's land from designated forest land status;

(b) The owner sells or transfers the land to an individual
or entity exempt from property tax because of that individ-
ual's or entity's ownership;
[2008 WAC Supp—page 47]



458-30-700 Title 458 WAC: Revenue, Department of
(c) The assessor determines that the land is no longer pri-
marily devoted to and used for growing and harvesting tim-
ber;

(d) The owner has failed to comply with a final adminis-
trative or judicial order made because of the violation of the
restocking, forest management, fire protection, insect and
disease control and forest debris provisions of Title 76 RCW
or the rules that implement Title 76 RCW;

(e) Restocking has not occurred to the extent or within
the time specified in the application for designation of the
land; or

(f) The owner sells or transfers forest land to a new
owner who has not signed a notice of continuance, except
when the new owner is the heir or devisee of a deceased
owner. RCW 84.33.140(5).

(3) How to retain designated forest land status when
the land is sold or transferred.  When designated forest
land is sold or transferred, the new owner may retain desig-
nated forest land status by filing a signed notice of continu-
ance with the deed. The notice of continuance may be signed
as part of the real estate excise tax (REET) affidavit or as a
separate form if the county has decided it will require owners
to submit both the REET affidavit and an attached separate
notice of continuance. If multiple owners own the land, all
owners or their agent(s) must sign the notice of continuance.
A notice of continuance is not required for a new owner to
retain designated forest land status when the new owner
inherits the property.

(a) The owner may obtain the notice of continuance form
and a real estate excise tax (REET) affidavit from the county.
The county assessor's office has the notice of continuance
form and the county treasurer's office has the REET affidavit.

The notice of continuance may also be obtained on the
internet at http://dor.wa.gov under property tax, "forms."

(b) After the new owner signs the notice of continuance
as part of the REET affidavit and, if required, the separate
notice, the REET affidavit and notice must be submitted to
the assessor for approval. The assessor may also require the
owner to submit a timber management plan before approving
the notice of continuance.

(i) The assessor signs the REET affidavit and indicates
whether the land will or will not qualify to continue as desig-
nated forest land.

(ii) An assessor signs the REET affidavit and approves
the land for continued classification if:

(A) The owner provides a complete and accurate notice
of continuance signed by the new owner demonstrating that
the forest land will continue to qualify as designated forest
land; and

(B) At the assessor's option, the new owner provides a
timber management plan for the property.

(iii) The assessor is allowed up to fifteen days to confirm
that the information upon the notice is complete and accurate.
The assessor may use this time to confirm that the timber
management plan provides:

(A) The correct legal description for the forest land;
(B) The new owner's statement that the forest land is

owned by the same person, consists of twenty or more contig-
uous acres, and is primarily devoted to and used to grow and
harvest timber;

(C) A statement about whether the land is used to graze
livestock;

(D) A brief description of the timber stands located on
the land;

(E) A statement about whether the land has been used in
compliance with the restocking, forest management, fire pro-
tection, insect and disease control, and forest debris provi-
sions of Title 76 RCW; and

(F) If the land has been recently harvested or supports a
growth of brush and noncommercial type timber, a descrip-
tion of the owner's plan to restock the forest land within three
years.

A timber management plan may contain, but is not
required to contain, any other information that the harvester
needs for its own business purposes (i.e., a statement of goals
for managing the land or identifying resource protection
areas on the land (like riparian buffer areas along a stream or
an unstable slope) that limit harvesting activities).

(iv) If the assessor determines that the notice of continu-
ance or the timber management plan is not accurate or com-
plete, the owner may resubmit the corrected information to
the assessor.

(v) If the assessor determines that the land does not qual-
ify to continue as designated forest land, the assessor
removes the land upon the date of the conveyance and pro-
vides the owner with a notice of removal containing reason(s)
for the removal and the amount of compensating taxes owed.

(c) Once the assessor signs the notice of continuance as
part of the REET affidavit and the separate notice of continu-
ance, if required, the notice(s) are then submitted to the trea-
surer. Before the treasurer can stamp the REET affidavit as
approved for recording, the treasurer collects any REET due
because of the transfer, and collects all compensating tax if
the land does not qualify for continuance as designated forest
land because it was denied continuance by the assessor. The
county recording clerk must not accept any deeds or other
transfer documents unless the treasurer has stamped the
REET affidavit.

(d) A notice of continuance is not required when the
transfer of the forest land is to a new owner who is an heir or
devisee, however, the new owner must continue to meet the
requirements of designated forest land to avoid removal from
designation. The treasurer determines that a transfer is by
inheritance because the claim for the inheritance exemption
is filled out on the REET affidavit with supporting documen-
tation. The treasurer should notify the assessor when forest
land has been transferred by inheritance without a notice of
continuance.

(4) Assessor decisions and procedures.  Before remov-
ing the land from its designated forest land status, the asses-
sor follows certain procedures and takes into account circum-
stances that may delay or prevent removal.

(a) The assessor must determine:
(i) The actual area of land to be removed from forest land

status;
(ii) Whether the land has been exempted from an unre-

tired special benefit assessment;
(iii) The true and fair value of the area being removed as

of January 1st of the year of removal from designation;
(iv) Forest land value for the area to be removed;
(v) The last levy rate that applied for that area; and
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(vi) The amount of time the land has been designated and
classified as forest land, including the number of days up to
the date of removal for the current year of removal.

(b) The assessor may require the owner to provide a legal
description of the land area intended for removal when the
landowner requests removal of owner's land from designated
forest land status.

(c) The remaining land outside of the affected removal
area continues to be designated as forest land if the owner
retains twenty or more contiguous acres primarily devoted to
and used for growing and harvesting timber. If the remaining
land fails to meet the forest land definition because there are
less than twenty contiguous acres primarily devoted to and
used for growing and harvesting timber, the owner may
request reclassification as timber land under the open space
program in chapter 84.34 RCW.

(d) The assessor must provide the owner with a written
notice and an opportunity to be heard by the assessor, or the
assessor's deputy, when the assessor intends to remove the
land because it is no longer primarily devoted to and used for
growing and harvesting timber. RCW 84.33.140 (5)(d). Each
county assessor may set his or her own procedure for giving
a landowner this notice and opportunity to be heard so long as
it is done in a reasonable and consistent manner that ensures
due process for each owner.

(e) An assessor may not remove forest land merely
because an owner subdivides the land into separate parcels, if
contiguous parcels of the subdivided land still add up to at
least twenty contiguous acres, remain in the same ownership,
and continue to be primarily devoted to and used for growing
and harvesting timber. An assessor may ask an owner of des-
ignated forest land if the use of the land has changed when the
owner subdivides a tract of designated forest land into sepa-
rate parcels.

(f) If the assessor determines the land is no longer prima-
rily devoted to and used for growing and harvesting timber,
but there is a pending acquisition by an entity that would
qualify for exemption from compensating tax under subsec-
tion (6)(e) of this rule, the assessor must not remove the land
from its designated forest land status. RCW 84.33.140
(5)(d)(i). In order to prevent removal, the government entity
or other qualified recipient must provide written proof to the
assessor of its intent to acquire the land or documentation that
demonstrates the transaction will qualify for an exemption
from compensating tax under subsection (6)(e) of this rule.
The entity acquiring the land must provide this written proof
within sixty days of a request by the assessor. Thereafter,
once a year, the governmental entity or other recipient must
provide the assessor of the county in which the land is located
written evidence of its intent to acquire the land. This written
evidence must be provided on or before December 31st of
each year or at an earlier date if the assessor makes a written
request for such information. RCW 84.33.140 (5)(d)(i). Upon
the assessor's written request, the information must be pro-
vided within sixty days from the date the assessor mails or
hands the request to the owner or the postmark date of the
request, if later.

(g) The assessor must not remove forest land from its
designation if a governmental restriction is imposed on the
land that prohibits, in whole or in part, the harvesting of tim-
ber.

(i) If only a portion of the forest land is impacted by the
governmental restriction, the assessor cannot use the restric-
tion as a basis to remove the remainder of the land from its
designated forest land status.

(ii) A governmental restriction includes:
(A) Any law, regulation, rule, ordinance, program, or

other action adopted or taken by a federal, state, county, city,
or other governmental entity; or

(B) The land's zoning or its presence within an urban
growth area designated under RCW 36.70A.110.

(5) Removal proceedings.  After determining that a trig-
gering event causing removal has occurred, the assessor must
provide timely written notice(s) to the taxpayer. RCW 84.33.-
140 (5)(d) (written notice and opportunity to be heard), RCW
84.33.140(9) (notice of removal). Upon receiving the notice
of removal, the landowner may appeal the removal or apply
for reclassification of the land to the open space program
under chapter 84.34 RCW. If the owner chooses to appeal the
removal, the appeal must be filed within thirty days of the
postmark date for the notice or by July 1st of the year of
removal, whichever is later. If the owner chooses to apply for
reclassification, they must do so within thirty days of the
postmark date of the notice.

(a) When does the land get removed from the desig-
nated forest land status?  If the removal is a result of a sale
or transfer, the assessor removes the land on the date of sale
or transfer provided in the legal conveyance. If the removal is
based upon a determination made about the land by the asses-
sor or at the request of the owner, the assessor removes the
land on the date shown on the notice of removal mailed to the
owner.

(b) Notice of removal.  The assessor uses the notice of
removal to notify the owner that the land has been removed
from designated forest land status. Within thirty days of
removing land from designated forest land status, the asses-
sor must mail a notice of removal to the owner with the rea-
sons for the removal. The owner, seller, or transferor may
appeal the removal to the county board of equalization.

(i) If the property is being removed because the assessor
has determined the land is no longer primarily devoted to and
used for growing and harvesting timber, the assessor provides
two notices. First, the assessor must notify the taxpayer of his
or her intent to remove the property and give the owner an
opportunity to be heard. The assessor may require the owner
to provide pertinent information about the land and its use in
the response to the assessor's first notice. When the assessor
determines that the property still does not qualify as desig-
nated forest land after the first notice is sent, the assessor
mails the owner the second notice, the notice of removal, but
only after:

(A) The owner declines the opportunity to be heard;
(B) The owner fails to timely respond to the first notice;

or
(C) The assessor has received and considered the

owner's timely response to the notice of intent to remove and
nevertheless concludes that the property is no longer prima-
rily devoted to growing and harvesting timber.

(ii) If the removal is based upon an owner's request for
removal, upon receipt of a request for removal from an
owner, the assessor sends the notice of removal to the owner
showing the compensating tax and recording fee due.
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(iii) The notice provides the reason(s) for removing the
land from designation and the date of the removal. RCW
84.33.140(9). The notice includes the compensating tax cal-
culated in rule section (6) and the necessary recording fees to
be paid. It also includes the due date for payment, along with
the landowner's rights to appeal the removal or the true and
fair value at the time of removal, and the owner's right to
apply for the land to be reclassified under chapter 84.34
RCW. The county must use the notice of removal form pre-
pared by the department.

(iv) The assessor must also provide written notice of the
removal to any local government filing a notice regarding a
special benefit assessment under RCW 84.33.210 within a
reasonable time after the assessor's decision to remove the
land. The assessor may provide a simple statement with the
legal description of the land, the name of the landowner, and
the date of removal, if he or she includes a copy of the notice
sent to the landowner. RCW 84.33.230.

(c) What happens when an owner chooses to appeal
the removal?  Unless the removal is reversed upon appeal,
the assessor continues the process to remove the property
from designated forest land status. The assessor may choose
to delay collection of the compensating tax and recording fee
until the appeal is decided. However, if the assessor post-
pones the collection of the compensating tax and recording
fee, the assessor must notify the treasurer to temporarily
delay collection. The assessor must also notify the owner that
if the determination to remove is upheld, then interest will be
due from the date the compensating tax and recording fee
were due.

(i) If the removal is reversed upon appeal, the assessor
shall reinstate the land as designated forest land, discharge
any lien placed against the land, revise any assessments made
against the property during the interim, refund the recording
fee paid, and refund or cancel any compensating taxes and
interest paid or owing.

(ii) If the removal is upheld upon an appeal in which the
assessor has delayed collection, the compensating tax and
recording fee are due immediately with interest accrued from
the date the tax and fee were originally due. Upon receiving
notice of the decision upholding the removal, the assessor
must immediately notify the treasurer to collect any unpaid
compensating taxes, fees, and interest on the land.

(d) What happens when an owner applies to have the
land reclassified under chapter 84.34 RCW?  If an applica-
tion for reclassification is submitted by the owner within
thirty days after the notice of removal has been mailed, the
forest land is not removed from classification until the appli-
cation for reclassification under chapter 84.34 RCW is denied
or later removed from classification under RCW 84.34.108.
RCW 84.33.145(1).

(i) The assessor processes an application for reclassifica-
tion in the same manner as it processes an initial application
for classification under chapter 84.34 RCW.

(ii) A timber management plan must be filed with the
county legislative authority within sixty days of the date the
application for reclassification under this chapter or from
designated forestland under chapter 84.33 RCW is received.
The application for reclassification will be accepted, but may
not be processed until this plan is received.

(A) If this plan is not received within sixty days of the
date the application for reclassification is received, the appli-
cation will be denied.

(B) If circumstances require it, the assessor may allow an
extension of time for submitting a timber management plan
when an application for reclassification is received. The
applicant will be notified of this extension in writing. When
the assessor extends the filing deadline for this plan, the
county legislative authority may delay processing the appli-
cation until the plan is received. If the timber management
plan is not received by the date set by the assessor, the appli-
cation for reclassification will be automatically denied.

(iii) When the owner sells or transfers land (or a portion
of the land) while an application for reclassification is pend-
ing, an assessor may accept a notice of continuation, and
allow the owner to revise the application for reclassification
to reflect the name of the new owner of the property.

(iv) If the application for reclassification under chapter
84.34 RCW is approved, the assessor shall transfer the prop-
erty to its new classification.

(v) If the application for reclassification under chapter
84.34 RCW is denied, the assessor must record the removal
notice and inform the treasurer's office to immediately begin
collection of the compensating tax and the recording fee.

(6) Compensating tax.  Compensating tax is imposed
when land is removed from its forest land status. This tax
recaptures taxes that would have been paid on the land if it
had been assessed and taxed at its true and fair value instead
of the forest land value.

(a) Calculating the compensating tax.  The assessor
uses the current year's levy rate, the forest land value, and the
true and fair value for the area to be removed from forest land
status to calculate the compensating tax. The compensating
tax consists of two parts:  The recapture of taxes for previous
years that the land was classified or designated as forest land,
up to a maximum of nine years; and the recapture of taxes for
the portion of the current year up to the date of removal in the
year the land is removed from designation. RCW 84.33.140
(11).

(i) The compensating tax for the previous years is calcu-
lated by determining the difference between the amount of
taxes assessed at the forest land value for the removal area
and the amount of taxes that would have been paid if the land
had been valued at its true and fair value in the year of
removal. That difference is multiplied by the number of years
the land was classified or designated as forest land up to a
maximum of nine years.

(ii) The compensating tax for the portion of the year of
removal from January 1st to the date of removal is calculated
by determining the difference between the amount of taxes
assessed at the forest land value and the taxes that would have
been paid if the land had been valued at its true and fair value
for the portion of the year up to the removal date.

(b) Formulas for calculating taxes after removal:
(i) Calculation of prior year's compensating tax:
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(ii) Calculation of current year's taxes to date of removal:

(c) The assessor notifies the treasurer of the amount of
compensating tax and the due date for the tax by providing
the treasurer a copy of the removal notice. Compensating tax
is due and payable to the county treasurer thirty days after the
assessor mails to the owner the notice of removal informing
the owner of the reasons for removal and the amount of com-
pensating tax due. RCW 84.33.140(11). However, when
property is sold or transferred, any compensating tax owed
must be paid to the county treasurer before recording the con-
veyance. The county recording authority will not accept any
instrument transferring the land, unless the compensating tax
was paid or was not owed.

(d) What happens if the compensating tax is not paid
on the due date?  If the compensating tax is not paid by the
due date, the tax is considered delinquent. Interest, set at the
statutory rate for delinquent property taxes specified in RCW
84.56.020, will accrue against the amount of the outstanding
taxes from the due date until the entire amount owing is paid.
Unpaid compensating tax and interest becomes a lien on the
land. RCW 84.60.020.

(i) This lien attaches at the time the forest land is
removed from designation.

(ii) The lien has priority over any recognizance, mort-
gage, judgment, debt, obligation, or responsibility against the
land.

(iii) This lien must be fully paid before any other recog-
nizance, mortgage, judgment, debt, obligation, or responsi-
bility may be charged against the land.

(iv) The lien can be foreclosed upon expiration of the
same period after delinquency and in the same manner as
liens for delinquent real property taxes are foreclosed under
RCW 84.64.050. RCW 84.33.140(12).

(e) Compensating tax is not imposed on land removed
from the forest land designation if the removal resulted
solely from any of the following:

(i) A transfer to a government entity in exchange for
other forest land within Washington state;

(ii) A transfer under either the power of eminent domain
or upon the threat of eminent domain by an entity with the
power of eminent domain that intends to exercise this power.
The entity must threaten to exercise eminent domain in writ-
ing or demonstrate this threat by some other official action;

(iii) A donation of fee title, development rights, or the
right to harvest timber in order to protect, preserve, maintain,
improve, restore, limit the future use, or conserve the prop-

erty for public use or enjoyment (see RCW 84.34.210 and
64.04.130). Provided, this donation is made to a:

(A) State agency;
(B) Federal agency;
(C) County;
(D) City;
(E) Town;
(F) Metropolitan park district (see RCW 35.61.010);
(G) Metropolitan municipal corporation (see RCW

35.58.020);
(H) Nonprofit historic preservation corporation as

defined in RCW 64.04.130; or
(I) Nonprofit nature conservancy corporation or associa-

tion as defined in RCW 84.34.250.
However, when the land is no longer being used for one of
the purposes listed above, compensating tax will be imposed
on the owner of the land at that time;

(iv) The sale or transfer of fee title to a government entity
(see the governmental entities listed above in clause (iii) of
this rule section) or a nonprofit nature conservancy corpora-
tion as defined in RCW 64.04.130 exclusively for the protec-
tion and conservation of lands recommended for state natural
area preserve purposes by the natural heritage advisory coun-
cil under its established natural heritage plan as defined in
chapter 79.70 RCW (natural area preserves). However, if the
land is no longer used to protect and conserve the area for
state natural area preserve purposes, or fails to comply with
the terms of a natural heritage plan, compensating tax will be
imposed on the owner of the land at that time;

(v) A sale or transfer of fee title to the state's parks and
recreations commission for park and recreation purposes;

(vi) An official action of an agency of the state of Wash-
ington or the county or city in which the land is located disal-
lowing the current use of the land. "Official action" includes
city ordinances, zoning restrictions, the Growth Management
Act, the Shoreline Management Act, and the Environmental
Policy Act;

(vii) The creation, sale, or transfer of forestry riparian
easements under RCW 76.13.120;

(viii) The creation, sale, or transfer of a fee interest or a
conservation easement for the riparian open space program
under RCW 76.09.040;

(ix) In a county with a population of more than one mil-
lion (i.e., King County), a transfer of a property interest to a
government entity, or to a nonprofit historic preservation cor-
poration or nonprofit nature conservancy corporation (as

True and Fair 
Value of Land 
(Jan 1st of year 

removed) Less
Forest Land Value 
at time of removal Multiplied by

Last levy Rate 
Extended 

Against Land Multiplied by
Years (not to 

exceed 9) Equals Compensating Tax
$————— − $——————- x $—————- x = $———————-

÷ 365 =
No. of days desig-
nated as forest land

No. of days in year Proration factor
 (To items (A) and (B))

(A) $                           
Market value

x                          
Levy rate

x                                       
Proration factor

= $      

(B) $                           
Forest land value

x                          
Levy rate

x                                       
Proration factor

= $      

(C) Amount of compensating tax for current year ((A) minus (B)) = $      
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these corporations are defined in RCW 64.04.130) and the
property interest being transferred is to:

(A) Protect or enhance public resources; or
(B) Preserve, maintain, improve, restore, limit the future

use of, or otherwise to conserve for public use or enjoyment.
When the land is no longer being used for any of these pur-
poses, the owner of the land at the time will be required to pay
compensating tax. RCW 84.33.140 (12) and (13); or

(x) The sale or transfer of forest land within two years
after the death of an owner who held at least a fifty percent
interest in the land if:

(A) The individual(s) or entity(s) who received the land
from the deceased owner is selling or transferring the land;
and

(B) The land has been continuously assessed and valued
as classified or designated forest land under chapter 84.33
RCW or classified under chapter 84.34 RCW since 1993. The
date of death shown on the death certificate begins the two-
year period for sale or transfer.

(7) When will the land be assessed at its true and fair
value and the taxes become payable?  The land will be
assessed at its true and fair value on the date it is removed
from forest land status. The assessor revalues the land
removed from forest land status with reference to its true and
fair value on January 1st in the year of removal. RCW
84.33.140(10). The property tax for the remainder of the year
following the date of removal is based on land's true and fair
value.

(a) To calculate the increase the assessor must determine
the number of days remaining in the year from the date of
removal. The increase in property tax is due on the same due
date as all other property taxes are due for the year (generally,
April 30th and October 1st of the current year. See RCW
84.56.020).

(b) Formula for calculating the increase in property taxes
for the remainder of the year in which the land is being
removed:

(c) If the taxes for the year of removal have not yet been
billed, the tax should be recalculated based on the true and
fair value of the land removed for the portion of the year fol-
lowing the date of removal.

(d) An owner may appeal the true and fair value of the
land used to calculate the increase in the remaining current
year's taxes or the compensating taxes within thirty days of
the notice (or up to sixty days if such time limit has been
adopted by the county legislative authority) or on or before
July 1st, whichever is later. RCW 84.40.038.

(8) What happens when forest land reclassified under
chapter 84.34 RCW is later removed from that classifica-
tion before ten years have passed?  If reclassified forest
land is later removed, a combination of compensating tax and
additional tax will be imposed unless the basis for removal is
one of the circumstances listed as exempt from additional tax
under RCW 84.34.108(6).

(a) The amount of compensating tax is equal to the dif-
ference, if any, between the amount of property tax last levied
on the land as forest land and an amount equal to the new true
and fair value of the land when removed from classification
under RCW 84.34.108 multiplied by the dollar rate of the last
property tax levy extended against the land, multiplied by

(b) A number equal to:
(i) The number of years the land was classified or desig-

nated as forest land under chapter 84.33 RCW, if the total
number of years the land was classified or designated under
chapter 84.33 RCW and classified under chapter 84.34 RCW
is less than ten; or

(ii) Ten minus the number of years the land was classi-
fied under chapter 84.34 RCW, if the total number of years

the land was classified or designated under chapter 84.33
RCW and under chapter 84.34 RCW is at least ten.
[Statutory Authority:  RCW 84.33.140, 84.34.055, 84.34.108, 84.34.141,
and 84.08.070. 07-21-097, § 458-30-700, filed 10/18/07, effective 11/18/07.
Statutory Authority:  RCW 84.34.141, 84.34.020, and 84.34.030. 02-20-041,
§ 458-30-700, filed 9/24/02, effective 10/25/02. Statutory Authority:  RCW
82.32.300, 84.33.096, and 84.33.140. 02-05-043, § 458-30-700, filed
2/13/02, effective 3/16/02.]

Chapter 458-40 Chapter 458-40 WAC

TAXATION OF FOREST LAND AND TIMBER

WAC 
458-40-540 Forest land values—2008.
458-40-640 Timber excise tax—Stumpage value area (map).
458-40-660 Timber excise tax—Stumpage value tables—Stumpage 

value adjustments.

458-40-540

WAC 458-40-540  Forest land values—2008. The for-
est land values, per acre, for each grade of forest land for the
2008 assessment year are determined to be as follows:

(i)                                                             ÷
365

                                                       =                                                        
No. of days from date of removal 
to the end of the year

No. of days in year Proration factor for true and 
fair land value

(ii) $                                                       
Market value

x                          
Levy rate

x                              
Proration factor

= $                        

(iii) $                                                       
Forest land value

x                          
Levy rate

x                              
Proration factor

= $                        

(iv) Total amount of increased taxes for current year ((ii) minus (iii)) = $                       

LAND
GRADE

OPERABILITY
CLASS

2008
VALUES ROUNDED

1
1
2
3
4

$205
203
191
138

2
1
2
3
4

172
167
160
115
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[Statutory Authority:  RCW 82.01.060(2), 82.32.300, 84.33.096 and
84.33.091. 08-02-063, § 458-40-540, filed 12/28/07, effective 1/1/08; 07-02-
038, § 458-40-540, filed 12/26/06, effective 1/1/07. Statutory Authority:
RCW 82.01.060(2), 82.32.300, 84.33.096, and 84.33.140. 06-02-006, § 458-
40-540, filed 12/22/05, effective 1/1/06; 05-02-037, § 458-40-540, filed
12/30/04, effective 1/1/05. Statutory Authority:  RCW 82.32.300 and 84.33.-
140. 04-02-018, § 458-40-540, filed 12/30/03, effective 1/1/04. Statutory
Authority:  RCW 82.01.060(2), 82.32.300, 84.33.096, 84.33.091, and
84.33.140. 03-02-004, § 458-40-540, filed 12/19/02, effective 1/1/03. Statu-
tory Authority:  RCW 82.32.300, 84.33.096, 84.33.091 and 84.33.120. 02-
02-033, § 458-40-540, filed 12/24/01, effective 1/1/02. Statutory Authority:
RCW 82.32.300, 84.33.096 and 84.33.120. 01-02-018, § 458-40-540, filed
12/21/00, effective 1/1/01;00-02-018, § 458-40-540, filed 12/27/99, effec-
tive 1/1/00; 99-02-030, § 458-40-540, filed 12/30/98, effective 1/1/99; 98-
02-014, § 458-40-540, filed 12/30/97, effective 1/1/98; 97-07-041, § 458-40-
540, filed 3/14/97, effective 4/14/97; 96-02-055, § 458-40-540, filed
12/29/95, effective 1/1/96. Statutory Authority:  RCW 82.32.300 and 84.33.-
120. 95-02-039, § 458-40-540, filed 12/30/94, effective 1/1/95. Statutory
Authority:  RCW 82.32.300. 94-02-046, § 458-40-540, filed 12/30/93, effec-
tive 1/1/94. Statutory Authority:  RCW 84.33.120. 93-02-024, § 458-40-540,
filed 12/31/92, effective 1/1/93; 91-24-026, § 458-40-540, filed 11/26/91,
effective 1/1/92. Statutory Authority:  RCW 84.33.120 and 84.08.010. 90-
24-012, § 458-40-540, filed 11/27/90, effective 12/28/90; 89-23-095, § 458-
40-540, filed 11/21/89, effective 12/22/89. Statutory Authority:  RCW
84.33.120 and 84.33.130. 88-23-055 (Order FT-88-3), § 458-40-540, filed
11/15/88; 87-22-068 (Order FT-87-3), § 458-40-540, filed 11/4/87. Statutory
Authority:  Chapter 84.33 RCW. 87-02-023 (Order 86-4), § 458-40-540,
filed 12/31/86.]

458-40-640

WAC 458-40-640  Timber excise tax—Stumpage
value area (map). The stumpage value area and hauling dis-
tance zone map contained in this rule must be used to deter-
mine the proper stumpage value table and haul zone to be
used in calculating the taxable stumpage value of timber har-
vested from private land.

WAC 458-40-640
Stumpage value area and hauling zone—Map

Harvesters may obtain a larger scale map by writing to the
Washington State Department of Revenue, Special Programs
Division, Forest Tax Section, Post Office Box 47472, Olym-
pia, Washington 98504-7472; or by calling 1-800-548-8829.

3
1
2
3
4

135
131
130
99

4
1
2
3
4

103
100
99
76

5
1
2
3
4

75
68
67
46

6
1
2
3
4

38
35
35
33

7
1
2
3
4

17
17
16
16

8 1

LAND
GRADE

OPERABILITY
CLASS

2008
VALUES ROUNDED
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Forest Tax SVA and Haul Zone Map

[Statutory Authority:  RCW 82.01.060(2), 82.32.300, 84.33.096, and 84.33.091. 07-14-094, § 458-40-640, filed 6/29/07, effective 7/30/07; 04-14-032, § 458-
40-640, filed 6/29/04, effective 7/30/04. Statutory Authority:  RCW 82.32.300 and 84.33.096. 01-24-029, § 458-40-640, filed 11/27/01, effective 12/28/01. Stat-
utory Authority:  RCW 82.32.300, 84.33.096 and 84.33.091. 01-02-019, § 458-40-640, filed 12/21/00, effective 1/1/01. Statutory Authority:  RCW 82.32.300
and 84.33.096. 95-14-086, § 458-40-640, filed 6/30/95, effective 7/1/95; 95-02-037, § 458-40-640, filed 12/30/94, effective 1/1/95; 90-14-033, § 458-40-640,
filed 6/29/90, effective 7/30/90. Statutory Authority:  Chapter 84.33 RCW. 87-02-023 (Order 86-4), § 458-40-640, filed 12/31/86.]
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458-40-660WAC 458-40-660  Timber excise tax—Stumpage
value tables—Stumpage value adjustments. (1) Introduc-
tion.  This rule provides stumpage value tables and stumpage
value adjustments used to calculate the amount of a har-
vester's timber excise tax.

(2) Stumpage value tables.  The following stumpage
value tables are used to calculate the taxable value of stump-
age harvested from January 1 through June 30, 2008:

(1) Log scale conversions Western and Eastern Washington. See conver-
sion methods WAC 458-40-680.

(2) Includes Alaska-Cedar.
(3) Includes all Hemlock, Spruce, true Fir species and Pines, or any other

conifer not listed in this table.
(4) Stumpage value per ton.
(5) Stumpage value per cord.
(6) Stumpage value per 8 lineal feet or portion thereof.
(7) Stumpage value per lineal foot.

(1) Log scale conversions Western and Eastern Washington. See conver-
sion methods WAC 458-40-680.

(2) Includes Alaska-Cedar.
(3) Includes all Hemlock, Spruce, true Fir species and Pines, or any other

conifer not listed in this table.
(4) Stumpage value per ton.
(5) Stumpage value per cord.
(6) Stumpage value per 8 lineal feet or portion thereof.
(7) Stumpage value per lineal foot.

TABLE 1—Proposed Stumpage Value Table
Stumpage Value Area 1

January 1 through June 30, 2008

Stumpage Values per Thousand Board Feet Net Scribner Log Scale(1)

Species
 Name

Species
Code

Timber
Quality
Code

Number

Hauling
Distance Zone Number

1 2 3 4 5

Douglas-Fir DF 1 $481 $474 $467 $460 $453
2 413 406 399 392 385
3 400 393 386 379 372
4 350 343 336 329 322

Western Redcedar(2) RC 1 736 729 722 715 708

Western Hemlock(3) WH 1 300 293 286 279 272
2 300 293 286 279 272
3 295 288 281 274 267
4 295 288 281 274 267

Red Alder RA 1 719 712 705 698 691
2 647 640 633 626 619

Black Cottonwood BC 1 57 50 43 36 29

Other Hardwood OH 1 181 174 167 160 153
Douglas-Fir Poles & Piles DFL 1 774 767 760 753 746
Western Redcedar Poles RCL 1 1384 1377 1370 1363 1356

Chipwood(4) CHW 1 12 11 10 9 8

RC Shake & Shingle 
Blocks(5)

RCS 1 279 272 265 258 251

RC & Other Posts(6) RCP 1 0.45 0.45 0.45 0.45 0.45

DF Christmas Trees(7) DFX 1 0.25 0.25 0.25 0.25 0.25

Other Christmas Trees(7) TFX 1 0.50 0.50 0.50 0.50 0.50

TABLE 2—Proposed Stumpage Value Table
Stumpage Value Area 2

January 1 through June 30, 2008

Stumpage Values per Thousand Board Feet Net Scribner Log Scale(1)

Species
 Name

Species
Code

Timber 
Quality 
Code 

Number

Hauling
Distance Zone Number

1 2 3 4 5

Douglas-Fir DF 1 $562 $555 $548 $541 $534
2 428 421 414 407 400
3 427 420 413 406 399
4 398 391 384 377 370

Western Redcedar(2) RC 1 736 729 722 715 708

Western Hemlock(3) WH 1 346 339 332 325 318
2 346 339 332 325 318
3 312 305 298 291 284
4 312 305 298 291 284

Red Alder RA 1 719 712 705 698 691
2 647 640 633 626 619

Black Cottonwood BC 1 57 50 43 36 29

Other Hardwood OH 1 181 174 167 160 153

Douglas-Fir Poles & Piles DFL 1 774 767 760 753 746

Western Redcedar Poles RCL 1 1384 1377 1370 1363 1356

Chipwood(4) CHW 1 12 11 10 9 8

RC Shake & Shingle 
Blocks(5)

RCS 1 279 272 265 258 251

RC & Other Posts(6) RCP 1 0.45 0.45 0.45 0.45 0.45

DF Christmas Trees(7) DFX 1 0.25 0.25 0.25 0.25 0.25

Other Christmas Trees(7) TFX 1 0.50 0.50 0.50 0.50 0.50

TABLE 3—Proposed Stumpage Value Table
Stumpage Value Area 3

January 1 through June 30, 2008

Stumpage Values per Thousand Board Feet Net Scribner Log Scale(1)

Species
 Name

Species
Code

Timber
Quality
Code

Number

Hauling
Distance Zone Number

1 2 3 4 5

Douglas-Fir(2) DF 1 $461 $454 $447 $440 $433
2 444 437 430 423 416
3 443 436 429 422 415
4 371 364 357 350 343

Western Redcedar(3) RC 1 736 729 722 715 708

Western Hemlock(4) WH 1 346 339 332 325 318
2 346 339 332 325 318
3 288 281 274 267 260
4 274 267 260 253 246

Red Alder RA 1 719 712 705 698 691
2 647 640 633 626 619

Black Cottonwood BC 1 57 50 43 36 29

Other Hardwood OH 1 181 174 167 160 153

Douglas-Fir Poles & Piles DFL 1 774 767 760 753 746

Western Redcedar Poles RCL 1 1384 1377 1370 1363 1356

Chipwood(5) CHW 1 12 11 10 9 8

TABLE 2—Proposed Stumpage Value Table
Stumpage Value Area 2

January 1 through June 30, 2008

Stumpage Values per Thousand Board Feet Net Scribner Log Scale(1)

Species
 Name

Species
Code

Timber 
Quality 
Code 

Number

Hauling
Distance Zone Number

1 2 3 4 5
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(1) Log scale conversions Western and Eastern Washington. See conver-
sion methods WAC 458-40-680.

(2) Includes Western Larch.
(3) Includes Alaska-Cedar.
(4) Includes all Hemlock, Spruce, true Fir species and Pines, or any other

conifer not listed in this table.
(5) Stumpage value per ton.
(6) Stumpage value per cord.
(7) Stumpage value per 8 lineal feet or portion thereof.
(8) Stumpage value per lineal foot.

(1) Log scale conversions Western and Eastern Washington. See conver-
sion methods WAC 458-40-680.

(2) Includes Western Larch.

(3) Includes Alaska-Cedar.
(4) Includes all Hemlock, Spruce and true Fir species, or any other conifer

not listed in this table.
(5) Stumpage value per ton.
(6) Stumpage value per cord.
(7) Stumpage value per 8 lineal feet or portion thereof.
(8) Stumpage value per lineal foot.

(1) Log scale conversions Western and Eastern Washington. See conver-
sion methods WAC 458-40-680.

(2) Includes Western Larch.
(3) Includes Alaska-Cedar.
(4) Includes all Hemlock, Spruce and true Fir species, or any other conifer

not listed in this table.
(5) Stumpage value per ton.
(6) Stumpage value per cord.
(7) Stumpage value per 8 lineal feet or portion thereof.
(8) Stumpage value per lineal foot.

RC Shake & Shingle 
Blocks(6)

RCS 1 279 272 265 258 251

RC & Other Posts(7) RCP 1 0.45 0.45 0.45 0.45 0.45

DF Christmas Trees(8) DFX 1 0.25 0.25 0.25 0.25 0.25

Other Christmas Trees(8) TFX 1 0.50 0.50 0.50 0.50 0.50

TABLE 4—Proposed Stumpage Value Table
Stumpage Value Area 4

January 1 through June 30, 2008

Stumpage Values per Thousand Board Feet Net Scribner Log Scale(1)

Species
 Name

Species
Code

Timber 
Quality 
Code 

Number

Hauling
Distance Zone Number 

1 2 3 4 5

Douglas-Fir(2) DF 1 $589 $582 $575 $568 $561
2 462 455 448 441 434
3 443 436 429 422 415
4 327 320 313 306 299

Lodgepole Pine LP 1 238 231 224 217 210

Ponderosa Pine PP 1 285 278 271 264 257
2 198 191 184 177 170

Western Redcedar(3) RC 1 736 729 722 715 708

Western Hemlock(4) WH 1 338 331 324 317 310
2 338 331 324 317 310
3 338 331 324 317 310
4 338 331 324 317 310

Red Alder RA 1 719 712 705 698 691
2 647 640 633 626 619

Black Cottonwood BC 1 57 50 43 36 29

Other Hardwood OH 1 181 174 167 160 153

Douglas-Fir Poles & Piles DFL 1 774 767 760 753 746

Western Redcedar Poles RCL 1 1384 1377 1370 1363 1356

Chipwood(5) CHW 1 12 11 10 9 8

RC Shake & Shingle 
Blocks(6)

RCS 1 279 272 265 258 251

RC & Other Posts(7) RCP 1 0.45 0.45 0.45 0.45 0.45

DF Christmas Trees(8) DFX 1 0.25 0.25 0.25 0.25 0.25

Other Christmas Trees(8) TFX 1 0.50 0.50 0.50 0.50 0.50

TABLE 3—Proposed Stumpage Value Table
Stumpage Value Area 3

January 1 through June 30, 2008

Stumpage Values per Thousand Board Feet Net Scribner Log Scale(1)

Species
 Name

Species
Code

Timber
Quality
Code

Number

Hauling
Distance Zone Number

1 2 3 4 5
TABLE 5—Proposed Stumpage Value Table

Stumpage Value Area 5
January 1 through June 30, 2008

Stumpage Values per Thousand Board Feet Net Scribner Log Scale(1)

Species
 Name

Species
Code

Timber 
Quality 
Code 

Number

Hauling
Distance Zone Number

1 2 3 4 5

Douglas-Fir(2) DF 1 $616 $609 $602 $595 $588
2 444 437 430 423 416
3 374 367 360 353 346
4 371 364 357 350 343

Lodgepole Pine LP 1 238 231 224 217 210

Ponderosa Pine PP 1 285 278 271 264 257
2 198 191 184 177 170

Western Redcedar(3) RC 1 736 729 722 715 708

Western Hemlock(4) WH 1 290 283 276 269 262
2 290 283 276 269 262
3 290 283 276 269 262
4 290 283 276 269 262

Red Alder RA 1 719 712 705 698 691
2 647 640 633 626 619

Black Cottonwood BC 1 57 50 43 36 29

Other Hardwood OH 1 181 174 167 160 153

Douglas-Fir Poles & Piles DFL 1 774 767 760 753 746

Western Redcedar Poles RCL 1 1384 1377 1370 1363 1356

Chipwood(5) CHW 1 12 11 10 9 8

RC Shake & Shingle 
Blocks(6)

RCS 1 279 272 265 258 251

RC & Other Posts(7) RCP 1 0.45 0.45 0.45 0.45 0.45

DF Christmas Trees(8) DFX 1 0.25 0.25 0.25 0.25 0.25

Other Christmas Trees(8) TFX 1 0.50 0.50 0.50 0.50 0.50

TABLE 6—Proposed Stumpage Value Table
Stumpage Value Area 6

January 1 through June 30, 2008

Stumpage Values per Thousand Board Feet Net Scribner Log Scale(1)

Species
 Name

Species
Code

Timber 
Quality 
Code 

Number

Hauling
Distance Zone Number

1 2 3 4 5

Douglas-Fir(2) DF 1 $296 $289 $282 $275 $268
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(1) Log scale conversions Western and Eastern Washington. See conver-
sion methods WAC 458-40-680.

(2) Includes Western Larch.
(3) Includes Alaska-Cedar.
(4) Includes all Hemlock, Spruce and true Fir species, or any other conifer

not listed in this table.
(5) Stumpage value per ton.
(6) Stumpage value per cord.
(7) Stumpage value per 8 lineal feet or portion thereof.
(8) Stumpage value per lineal foot. Includes Ponderosa Pine, Western

White Pine, and Lodgepole Pine.
(9) Stumpage value per lineal foot.

(1) Log scale conversions Western and Eastern Washington. See conver-
sion methods WAC 458-40-680.

(2) Includes Western Larch.
(3) Includes Alaska-Cedar.
(4) Includes all Hemlock, Spruce and true Fir species, or any other conifer

not listed in this table.
(5) Stumpage value per ton.
(6) Stumpage value per cord.
(7) Stumpage value per 8 lineal feet or portion thereof.
(8) Stumpage value per lineal foot. Includes Ponderosa Pine, Western

White Pine, and Lodgepole Pine.
(9) Stumpage value per lineal foot.

Lodgepole Pine LP 1 238 231 224 217 210

Ponderosa Pine PP 1 285 278 271 264 257
2 198 191 184 177 170

Western Redcedar(3) RC 1 596 589 582 575 568

True Firs and Spruce(4) WH 1 230 223 216 209 202

Western White Pine WP 1 252 245 238 231 224

Hardwoods OH 1 50 43 36 29 22

Western Redcedar Poles RCL 1 632 625 618 611 604

Small Logs(5) SML 1 32 31 30 29 28

Chipwood(5) CHW 1 12 11 10 9 8

RC Shake & Shingle 
Blocks(6) RCF 1 76 69 62 55 48

LP & Other Posts(7) LPP 1 0.35 0.35 0.35 0.35 0.35

Pine Christmas Trees(8) PX 1 0.25 0.25 0.25 0.25 0.25

Other Christmas Trees(9) DFX 1 0.25 0.25 0.25 0.25 0.25

TABLE 7—Proposed Stumpage Value Table
Stumpage Value Area 7

January 1 through June 30, 2008

Stumpage Values per Thousand Board Feet Net Scribner Log Scale(1)

Species
 Name

Species
Code

Timber 
Quality 
Code 

Number

Hauling
Distance Zone Number

1 2 3 4 5

Douglas-Fir(2) DF 1 $296 $289 $282 $275 $268

Lodgepole Pine LP 1 238 231 224 217 210

Ponderosa Pine PP 1 285 278 271 264 257
2 198 191 184 177 170

Western Redcedar(3) RC 1 596 589 582 575 568

True Firs and Spruce(4) WH 1 230 223 216 209 202

Western White Pine WP 1 252 245 238 231 224

Hardwoods OH 1 50 43 36 29 22

Western Redcedar Poles RCL 1 632 625 618 611 604

Small Logs(5) SML 1 32 31 30 29 28

Chipwood(5) CHW 1 12 11 10 9 8

TABLE 6—Proposed Stumpage Value Table
Stumpage Value Area 6

January 1 through June 30, 2008

Stumpage Values per Thousand Board Feet Net Scribner Log Scale(1)

Species
 Name

Species
Code

Timber 
Quality 
Code 

Number

Hauling
Distance Zone Number

1 2 3 4 5

RC Shake & Shingle
Blocks(6) RCF 1 76 69 62 55 48

LP & Other Posts(7) LPP 1 0.35 0.35 0.35 0.35 0.35

Pine Christmas Trees(8) PX 1 0.25 0.25 0.25 0.25 0.25

Other Christmas Trees(9) DFX 1 0.25 0.25 0.25 0.25 0.25

TABLE 8—Proposed Stumpage Value Table
Stumpage Value Area 10

January 1 through June 30, 2008

Stumpage Values per Thousand Board Feet Net Scribner Log Scale(1)

Species
 Name

Species
Code

Timber 
Quality 
Code 

Number

Hauling
Distance Zone Number

1 2 3 4 5

Douglas-Fir(2) DF 1 $575 $568 $561 $554 $547
2 448 441 434 427 420
3 429 422 415 408 401
4 313 306 299 292 285

Lodgepole Pine LP 1 238 231 224 217 210

Ponderosa Pine PP 1 285 278 271 264 257
2 198 191 184 177 170

Western Redcedar(3) RC 1 722 715 708 701 694

Western Hemlock(4) WH 1 324 317 310 303 296
2 324 317 310 303 296
3 324 317 310 303 296
4 324 317 310 303 296

Red Alder RA 1 705 698 691 684 677
2 633 626 619 612 605

Black Cottonwood BC 1 43 36 29 22 15

Other Hardwood OH 1 167 160 153 146 139

Douglas-Fir Poles & Piles DFL 1 760 753 746 739 732

Western Redcedar Poles RCL 1 1370 1363 1356 1349 1342

Chipwood(5) CHW 1 12 11 10 9 8

RC Shake & Shingle 
Blocks(6)

RCS 1 279 272 265 258 251

RC & Other Posts(7) RCP 1 0.45 0.45 0.45 0.45 0.45

DF Christmas Trees(8) DFX 1 0.25 0.25 0.25 0.25 0.25

Other Christmas Trees(8) TFX 1 0.50 0.50 0.50 0.50 0.50

TABLE 7—Proposed Stumpage Value Table
Stumpage Value Area 7

January 1 through June 30, 2008

Stumpage Values per Thousand Board Feet Net Scribner Log Scale(1)

Species
 Name

Species
Code

Timber 
Quality 
Code 

Number

Hauling
Distance Zone Number

1 2 3 4 5
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(1) Log scale conversions Western and Eastern Washington. See conver-
sion methods WAC 458-40-680.

(2) Includes Western Larch.
(3) Includes Alaska-Cedar.
(4) Includes all Hemlock, Spruce and true Fir species, or any other conifer

not listed in this table.
(5) Stumpage value per ton.
(6) Stumpage value per cord.
(7) Stumpage value per 8 lineal feet or portion thereof.
(8) Stumpage value per lineal foot.

(3) Harvest value adjustments.  The stumpage values
in subsection (2) of this rule for the designated stumpage
value areas are adjusted for various logging and harvest con-
ditions, subject to the following:

(a) No harvest adjustment is allowed for special forest
products, chipwood, or small logs.

(b) Conifer and hardwood stumpage value rates cannot
be adjusted below one dollar per MBF.

(c) Except for the timber yarded by helicopter, a single
logging condition adjustment applies to the entire harvest
unit. The taxpayer must use the logging condition adjustment
class that applies to a majority (more than 50%) of the acre-
age in that harvest unit. If the harvest unit is reported over
more than one quarter, all quarterly returns for that harvest
unit must report the same logging condition adjustment. The
helicopter adjustment applies only to the timber volume from
the harvest unit that is yarded from stump to landing by heli-
copter.

(d) The volume per acre adjustment is a single adjust-
ment class for all quarterly returns reporting a harvest unit. A
harvest unit is established by the harvester prior to harvest-
ing. The volume per acre is determined by taking the volume
logged from the unit excluding the volume reported as chip-
wood or small logs and dividing by the total acres logged.
Total acres logged does not include leave tree areas (RMZ,
UMZ, forested wetlands, etc.,) over 2 acres in size.

(e) A domestic market adjustment applies to timber
which meet the following criteria:

(i) Public timber—Harvest of timber not sold by a com-
petitive bidding process that is prohibited under the authority
of state or federal law from foreign export may be eligible for
the domestic market adjustment. The adjustment may be
applied only to those species of timber that must be processed
domestically. According to type of sale, the adjustment may
be applied to the following species:

Federal Timber Sales:  All species except Alaska-cedar.
(Stat. Ref. - 36 C.F.R. 223.10)

State, and Other Nonfederal, Public Timber Sales:
Western Redcedar only. (Stat. Ref. - 50 U.S.C. appendix
2406.1)

(ii) Private timber—Harvest of private timber that is
legally restricted from foreign export, under the authority of
The Forest Resources Conservation and Shortage Relief Act
(Public Law 101-382), (16 U.S.C. Sec. 620 et seq.); the
Export Administration Act of 1979 (50 U.S.C. App. 2406(i));
a Cooperative Sustained Yield Unit Agreement made pursu-
ant to the act of March 29, 1944 (16 U.S.C. Sec. 583-583i); or
Washington Administrative Code (WAC 240-15-015(2)) is
also eligible for the Domestic Market Adjustment.

The following harvest adjustment tables apply from Jan-
uary 1 through June 30, 2008:

TABLE 9—Harvest Adjustment Table
Stumpage Value Areas 1, 2, 3, 4, 5, and 10

January 1 through June 30, 2008

TABLE 10—Harvest Adjustment Table
Stumpage Value Areas 6 and 7
January 1 through June 30, 2008

TABLE 11—Domestic Market Adjustment

Note: The adjustment will not be allowed on special forest products.

Type of
Adjustment Definition

Dollar Adjustment Per
Thousand Board Feet

Net Scribner Scale
I. Volume per acre
Class 1 Harvest of 30 thousand board feet 

or more per acre. $0.00
Class 2 Harvest of 10 thousand board feet 

to but not including 30 thousand 
board feet per acre. - $15.00

Class 3 Harvest of less than 10 thousand 
board feet per acre. - $35.00

II. Logging conditions
Class 1 Ground based logging a majority 

of the unit using tracked or 
wheeled vehicles or draft animals. $0.00

Class 2 Cable logging a majority of the 
unit using an overhead system of 
winch driven cables. - $30.00

Class 3 Applies to logs yarded from stump 
to landing by helicopter. This does 
not apply to special forest prod-
ucts. - $145.00

III. Remote island adjustment:
For timber harvested from a 
remote island - $50.00

IV. Thinning
Class 1 A limited removal of timber 

described in WAC 458-40-610 
(28) -$100.00

Type of
Adjustment Definition

Dollar Adjustment Per
Thousand Board Feet

Net Scribner Scale
I. Volume per acre
Class 1 Harvest of more than 8 thousand 

board feet per acre. $0.00
Class 2 Harvest of 8 thousand board feet per 

acre and less. - $8.00
II. Logging conditions
Class 1 The majority of the harvest unit has 

less than 40% slope. No significant 
rock outcrops or swamp barriers. $0.00

Class 2 The majority of the harvest unit has 
slopes between 40% and 60%. Some 
rock outcrops or swamp barriers. -$20.00

Class 3 The majority of the harvest unit has 
rough, broken ground with slopes 
over 60%. Numerous rock outcrops 
and bluffs. -$30.00

Class 4 Applies to logs yarded from stump to 
landing by helicopter. This does not 
apply to special forest products. - $145.00

Note: A Class 2 adjustment may be used for slopes less than 40% 
when cable logging is required by a duly promulgated forest 
practice regulation. Written documentation of this require-
ment must be provided by the taxpayer to the department of 
revenue.

III. Remote island adjustment:
For timber harvested from a remote 
island

- $50.00

Class Area Adjustment Applies Dollar Adjustment Per
Thousand Board Feet

Net Scribner Scale
Class 1: SVA's 1 through 6, and 10  $0.00
Class 2: SVA 7  $0.00
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(4) Damaged timber.  Timber harvesters planning to
remove timber from areas having damaged timber may apply
to the department of revenue for an adjustment in stumpage
values. The application must contain a map with the legal
descriptions of the area, an accurate estimate of the volume of
damaged timber to be removed, a description of the damage
sustained by the timber with an evaluation of the extent to
which the stumpage values have been materially reduced
from the values shown in the applicable tables, and a list of
estimated additional costs to be incurred resulting from the
removal of the damaged timber. The application must be
received and approved by the department of revenue before
the harvest commences. Upon receipt of an application, the
department of revenue will determine the amount of adjust-
ment to be applied against the stumpage values. Timber that
has been damaged due to sudden and unforeseen causes may
qualify.

(a) Sudden and unforeseen causes of damage that qualify
for consideration of an adjustment include:

(i) Causes listed in RCW 84.33.091; fire, blow down, ice
storm, flood.

(ii) Others not listed; volcanic activity, earthquake.
(b) Causes that do not qualify for adjustment include:
(i) Animal damage, root rot, mistletoe, prior logging,

insect damage, normal decay from fungi, and pathogen
caused diseases; and

(ii) Any damage that can be accounted for in the
accepted normal scaling rules through volume or grade
reductions.

(c) The department of revenue will not grant adjustments
for applications involving timber that has already been har-
vested but will consider any remaining undisturbed damaged
timber scheduled for removal if it is properly identified.

(d) The department of revenue will notify the harvester
in writing of approval or denial. Instructions will be included
for taking any adjustment amounts approved.
[Statutory Authority:  RCW 82.01.060(2), 82.32.300, 84.33.096 and
84.33.091. 08-02-064, § 458-40-660, filed 12/28/07, effective 1/1/08; 07-14-
095, § 458-40-660, filed 6/29/07, effective 7/1/07; 07-02-039, § 458-40-660,
filed 12/26/06, effective 1/1/07; 06-14-064, § 458-40-660, filed 6/30/06,
effective 7/1/06; 06-02-005, § 458-40-660, filed 12/22/05, effective 1/1/06;
05-14-087, § 458-40-660, filed 6/30/05, effective 7/1/05; 05-02-040, § 458-
40-660, filed 12/30/04, effective 1/1/05; 04-14-033, § 458-40-660, filed
6/29/04, effective 7/1/04; 04-01-125, § 458-40-660, filed 12/18/03, effective
1/1/04; 03-14-072, § 458-40-660, filed 6/26/03, effective 7/1/03. Statutory
Authority:  RCW 82.01.060(2), 82.32.300, 84.33.096, 84.33.091, and
84.33.140. 03-02-004, § 458-40-660, filed 12/19/02, effective 1/1/03. Statu-
tory Authority:  RCW 82.32.300, 84.33.096, and 84.33.091. 02-14-019, §
458-40-660, filed 6/21/02, effective 7/1/02. Statutory Authority:  RCW
82.32.300, 84.33.096, 84.33.091 and 84.33.120. 02-02-033, § 458-40-660,
filed 12/24/01, effective 1/1/02. Statutory Authority:  RCW 82.32.300,
84.33.096, and 84.33.091. 01-13-105, § 458-40-660, filed 6/20/01, effective
7/1/01; 01-02-020, § 458-40-660, filed 12/21/00, effective 1/1/01. Statutory
Authority:  RCW 82.32.300, 84.33.096, 84.33.091, 82.32.060, and 84.33.-
077. 00-19-067, § 458-40-660, filed 9/19/00, effective 1/1/01. Statutory
Authority:  RCW 82.32.300, 84.33.096 and 84.33.091. 00-14-011, § 458-40-
660, filed 6/27/00, effective 7/1/00; 00-02-019, § 458-40-660, filed
12/27/99, effective 1/1/00; 99-14-055, § 458-40-660, filed 6/30/99, effective
7/1/99; 99-02-032, § 458-40-660, filed 12/30/98, effective 1/1/99; 98-14-
083, § 458-40-660, filed 6/30/98, effective 7/1/98; 98-02-015, § 458-40-660,
filed 12/30/97, effective 1/1/98; 97-14-068, § 458-40-660, filed 6/30/97,
effective 7/1/97. Statutory Authority:  RCW 82.32.330, 84.33.096 and
84.33.091. 97-02-069, § 458-40-660, filed 12/31/96, effective 1/1/97; 96-14-
063, § 458-40-660, filed 6/28/96, effective 7/1/96; 96-02-057, § 458-40-660,
filed 12/29/95, effective 1/1/96. Statutory Authority:  RCW 82.32.330,
84.33.096 and 84.33.200. 95-18-027, § 458-40-660, filed 8/25/95, effective
9/25/95. Statutory Authority:  RCW 82.32.300 and 84.33.096. 95-02-038, §

458-40-660, filed 12/30/94, effective 1/1/95. Statutory Authority:  RCW
84.33.091, 84.32.300 [82.32.300] and 84.33.096. 94-14-048, § 458-40-660,
filed 6/30/94, effective 7/1/94; 94-02-047, § 458-40-660, filed 12/30/93,
effective 1/1/94; 93-14-051, § 458-40-660, filed 6/30/93, effective 7/1/93;
93-02-025, § 458-40-660, filed 12/31/92, effective 1/1/93; 92-14-083, § 458-
40-660, filed 6/29/92, effective 7/1/92; 92-02-067, § 458-40-660, filed
12/31/91, effective 1/1/92. Statutory Authority:  RCW 84.33.096 and 82.32.-
300. 91-14-077, § 458-40-660, filed 6/28/91, effective 7/1/91; 91-09-030, §
458-40-660, filed 4/12/91, effective 5/13/91; 91-02-088, § 458-40-660, filed
12/31/90, effective 1/31/91; 90-14-033, § 458-40-660, filed 6/29/90, effec-
tive 7/30/90; 90-02-049, § 458-40-660, filed 12/29/89, effective 1/29/90.
Statutory Authority:  Chapter 84.33 RCW and RCW 84.33.091. 89-14-051
(Order FT-89-2), § 458-40-660, filed 6/30/89; 89-02-027 (Order FT-88-5), §
458-40-660, filed 12/30/88; 88-14-032 (Order FT-88-2), § 458-40-660, filed
6/30/88; 88-02-026 (Order FT-87-5), § 458-40-660, filed 12/31/87. Statutory
Authority:  Chapter 84.33 RCW. 87-14-042 (Order 87-2), § 458-40-660,
filed 6/30/87; 87-02-023 (Order 86-4), § 458-40-660, filed 12/31/86.]
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