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WSR 24-20-012
EXPEDITED RULES

DEPARTMENT OF REVENUE
[Filed September 19, 2024, 3:24 p.m.]

Title of Rule and Other Identifying Information: WAC 458-20-10201
Application process and eligibility requirements for reseller permits,
and 458-20-166 Hotels, motels, boarding houses, rooming houses, re-
sorts, hostels, trailer camps, short-term rentals and similar lodging
businesses.

Purpose of the Proposal and Its Anticipated Effects, Including
Any Changes in Existing Rules: The department of revenue (department)
is amending WAC 458-20-10201 and 458-20-166 to incorporate 2024 legis-
lation, SB 6215 (section 3) and HB 2137, respectively. SB 6215 (sec-
tion 3) amended the definition of "contractor" to include plumbing
contractor activities in RCW 18.106.010. HB 2137 exempted certain
lodging from tourism promotion area assessments if authorized by the
legislative authority of a local government. In addition to the new
exemption in HB 2137, WAC 458-20-166 was updated to remove outdated
language and to improve readability.

Reasons Supporting Proposal: The changes to WAC 458-20-10201
clarify the contractor activities under which a reseller permit may be
issued. The updates to WAC 458-20-166 clarify when lodging may be ex-
empted from a tourism promotion area assessment and improves the read-
ability of the rule.

Statutory Authority for Adoption: RCW 82.01.060, 82.32.300.

Statute Being Implemented: RCW 82.32.783, 35.101.055.

Rule is not necessitated by federal law, federal or state court
decision.

Name of Proponent: Department of revenue, governmental.

Name of Agency Personnel Responsible for Drafting: Leslie Mullin,
6400 Linderson Way S.W., Tumwater, WA, 360-534-1589; Implementation
and Enforcement: Jeannette Gute, 6400 Linderson Way S.W., Tumwater,
WA, 360-534-1599.

This notice meets the following criteria to use the expedited
adoption process for these rules:

Adopts or incorporates by reference without material change fed-
eral statutes or regulations, Washington state statutes,
rules of other Washington state agencies, shoreline master
programs other than those programs governing shorelines of
statewide significance, or, as referenced by Washington
state law, national consensus codes that generally establish
industry standards, if the material adopted or incorporated
regulates the same subject matter and conduct as the adopt-
ing or incorporating rule.

Corrects typographical errors, makes address or name changes, or
clarifies language of a rule without changing its effect.

Explanation of the Reason the Agency Believes the Expedited Rule-
Making Process is Appropriate: The expedited rule-making process is
applicable to these rule updates because the department is incorporat-
ing changes resulting from 2024 legislation and the proposed amend-
ments clarify these rules without changing their effect.

NOTICE
THIS RULE IS BEING PROPOSED UNDER AN EXPEDITED RULE-MAKING PROC-
ESS THAT WILL ELIMINATE THE NEED FOR THE AGENCY TO HOLD PUBLIC HEAR-
INGS, PREPARE A SMALL BUSINESS ECONOMIC IMPACT STATEMENT, OR PROVIDE
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RESPONSES TO THE CRITERIA FOR A SIGNIFICANT LEGISLATIVE RULE. IF YOU
OBJECT TO THIS USE OF THE EXPEDITED RULE-MAKING PROCESS, YOU MUST EX-
PRESS YOUR OBJECTIONS IN WRITING AND THEY MUST BE SENT TO Leslie Mul-
lin, Department of Revenue, P.O. Box 47467, Olympia, WA 98504-7467,
phone 360-534-1589, fax 360-534-1606, email LeslieMuldor.wa.gov, BE-
GINNING September 20, 2024, 12:00 a.m., AND RECEIVED BY December 2,
2024, 11:59 p.m.

September 19, 2024
Brenton Madison
Rules Coordinator

OTs-5871.1

AMENDATORY SECTION (Amending WSR 23-14-002, filed 6/21/23, effective
7/22/23)

WAC 458-20-10201 Application process and eligibility require-
ments for reseller permits. (1) Introduction. Reseller permits, is-
sued by the department of revenue (department), replaced resale cer-
tificates as the documentation necessary to substantiate the wholesale
nature of a sales transaction effective January 1, 2010. This rule ex-
plains the criteria under which the department will automatically is-
sue a reseller permit, the application process for both contractors
and taxpayers engaging in other business activities when the depart-
ment does not automatically issue or renew a reseller permit, and the
criteria that may result in the denial of an application for a resell-
er permit. Unique requirements and provisions apply to contractors.
(See Part III of this rule.)

The information in this rule is organized into ((the—feoltowing))
three parts:

(a) Part I: General Information.

(b) Part II: Businesses Other than Contractors.

(c) Part III: Contractors.

(2) Other rules that may apply. Readers may want to refer to oth-
er rules for additional information, including those in the following
list:

(a) WAC 458-20-102 ((#))Reseller permits((+)), which explains
taxpayers' responsibilities regarding the use of reseller permits,
sellers' responsibilities for retaining copies of reseller permits,
and the implications for taxpayers not properly using reseller permits
and sellers not obtaining copies of reseller permits from taxpayers;

(b) WAC 458-20-10202 ((+#))Brief adjudicative proceedings for mat-
ters related to reseller permits((})), which explains the process a
taxpayer must use to appeal the department's denial of an application
for a reseller permit; and

(c) WAC 458-20-192 ((+))Indians-Indian country((})), which ex-
plains the extent of the state's authority to regulate and impose tax
in Indian country.

(3) Examples. This rule contains examples that identify a number
of facts and then state a conclusion. The examples should be used only
as a general guide. The tax results of other situations must be deter-
mined after a review of all the facts and circumstances.
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Part I - General Information

(101) Definitions. For the purpose of this rule, the following
terms ((witE)) apply:

(a) Consumer. "Consumer" has the same meaning as under RCW
82.04.190.

(b) Contractor. As provided in RCW 82.32.783 (8)(a), a "contrac-
tor" is a person whose primary business ( (aetivityis—as—aecontracteor
~a A oA i A DO 10 27 N1 N r A | o~ ot o r o A £ 1 A
(@ yw) A8 11T A8 IO - L LA LU o« 77T « U LU A IT - o C L I T T AN i R WP iy @5 B U UL U (& yw) A8 11T A
wader—REW) ) activities are those of a contractor. Business activities
of a contractor include those identified in RCW 18.27.010, 18.106.010,

or 19.28.006.

(c) Gross income. "Gross income" means gross proceeds of sales as
defined in RCW 82.04.070 and value of products manufactured as deter-
mined under RCW 82.04.450.

(d) Labor. "Labor" is defined as the work of subcontractors,
((#4))including personnel provided by temporary staffing compa-
nies((¥)),. hired by a contractor to perform a portion of the construc-
tion services in respect to real property owned by a third party. In
the case of speculative builders, labor includes the work of any con-
tractor hired by the speculative builder. Labor does not include the
work of taxpayer's employees. Nor does the term include architects,
consultants, engineers, construction managers, or other independent
contractors hired to oversee a project but who are not responsible for
the construction of the project. However, for purposes of the percent-
age discussed in subsection (303) (a) (iii) of this rule, purchases of
labor may include the wages of taxpayer's employees and amounts paid
to consultants, engineers, construction managers or other independent
contractors hired to oversee a project if all such purchases are com-
mingled in the applicant's records and it would be impractical to ex-
clude such purchases.

(e) Materials. "Materials" is defined as tangible personal prop-
erty that becomes incorporated into the real property being construc-
ted, repaired, decorated, or improved. Materials are the type of tan-
gible personal property that contractors on retail construction
projects purchase at wholesale, such as lumber, concrete, paint, wir-
ing, pipe, roofing materials, insulation, nails, screws, drywall, and
flooring material. Materials do not include consumable supplies,
tools, or equipment, whether purchased or rented, such as bulldozers.
However, for purposes of the percentage discussed in subsection
(303) (a) (iii) of this rule, purchases of consumable supplies, tools,
and equipment rentals may be included with material purchases if all
such purchases are commingled in the applicant's records and it would
be impractical to exclude such purchases.

(f) Material misstatement. "Material misstatement" is a false
statement knowingly or purposefully made by the applicant with the in-
tent to deceive or mislead the department.

(g) Outstanding tax liability. ((Fer—+thepurpese—-ofthis—rules))
"OQutstanding tax liability"™ is any issued tax invoice that has not
been paid in full on or before its stated due date. The definition ex-
cludes an invoice placed on hold by the department or where the de-
partment has executed a payment agreement with the taxpayer and the
taxpayer is still in compliance with that agreement.

(h) Reseller permit. A "reseller permit" is the document issued
to a taxpayer by the department, a copy of which the taxpayer provides
to a seller to substantiate a wholesale purchase. A wholesale purchase
is not subject to retail sales tax. RCW 82.04.060; 82.08.020.
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(1) Retail construction activity. "Retail construction activity"
means the constructing, repairing, decorating, or improving of new or
existing buildings or other structures under, on, or above real prop-
erty of or for consumers, including the installing or attaching of any
article of tangible personal property therein or thereto, whether or
not such personal property becomes a part of the realty by virtue of
installation, and it also includes the sale of services or charges
made for the clearing of land and the moving of earth except the mere
leveling of land used in commercial farming or agriculture. Retail
construction activity generally involves residential and commercial
construction performed for others, including road construction for the
state of Washington. It generally includes construction activities
that are not specifically designated as speculative building, govern-
ment contracting, public road construction, logging road construction,
radicactive waste cleanup on federal lands, or designated hazardous
site clean up jobs. RCW 82.04.050.

(j) Wholesale construction activity. "Wholesale construction ac-
tivity" means labor and services rendered for persons who are not con-
sumers 1in respect to real property, if such labor and services are ex-
pressly defined as a retail sale by RCW 82.04.050 when rendered to or
for consumers.

(102) Can any business obtain a reseller permit? No. The legisla-
ture passed the act authorizing reseller permits to address the sig-
nificant retail sales tax noncompliance problem resulting from both
the intentional and unintentional misuse of resale certificates. The
department will not issue a reseller permit unless the business sub-
stantiates that it is entitled to make wholesale purchases. Some busi-
nesses may not receive a reseller permit, and if they make wholesale
purchases, they will need to pay retail sales tax to the seller and
then claim a "taxable amount for tax paid at source" deduction on
their excise tax return or request a refund from the department as
discussed in subsection (205) of this rule.

Example 1. BC Interior Design (BC) arranges for its customers to
order and pay for furniture, window treatments and other decorative
items directly from vendors. As the customers purchase directly from
the vendors, and BC does not purchase the items for resale to their
customers, BC may not qualify for a reseller permit. BC must meet the
criteria as discussed in subsection (203) of this rule, which includes
reporting income from retailing, wholesaling, or manufacturing activi-
ties.

Part II - Businesses Other than Contractors

(201) How does a business obtain a reseller permit? The depart-
ment may automatically issue a reseller permit to a business if it ap-
pears to the department's satisfaction, based on the nature of the
business's activities and any other information available to the de-
partment, that the business is entitled to make purchases at whole-
sale.

Those businesses that do not receive an automatically issued re-
seller permit may apply to the department to obtain a reseller permit.
Applications can be filed using the businesses' (("My—Aeecount")) "My
DOR" online account. If a paper application is needed, businesses can

obtain one by calling 360-705-6705 ( (ftaxpayer—servieces)r—or

360002 —H3F—{Eaxpayer account—administEratieon)) ) (tax assistance).
Completed paper applications should be mailed or faxed to the depart-

ment at:
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Taxpayer Account Administration
Washington State Department of Revenue
P.O. Box 47476

Olympia, WA 98504-7476

Fax: 360-705-6733

(202) When does a business apply for a reseller permit? A busi-
ness may apply for a reseller permit at any time.

(203) What criteria will the department consider when deciding
whether a business will receive a reseller permit?

(a) Except as provided in (b) of this subsection, a business oth-
er than a contractor will receive a reseller permit if it satisfies
the following criteria (contractors should refer to subsection (303)
of this rule for an explanation of the requirements unique to them) :

(1) The business has an active tax reporting account with the de-
partment;

(ii) The business has reported gross income on its excise tax re-
turns covering a monthly or quarterly period during the immediately
preceding six months or, if the business reports on an annual basis,
on the immediately preceding annual excise tax return; and

(iii) Five percent or more of the business's gross income repor-
ted during the applicable six- or 12-month period described in (a) (ii)
of this subsection was reported under a retailing, wholesaling, or
manufacturing business and occupation (B&0O) tax classification.

(b) Notwithstanding (a) of this subsection, the department may
deny an application for a reseller permit if:

(1) The department determines that an applicant is not entitled
to make purchases at wholesale or is otherwise prohibited from using a
reseller permit based on the nature of the applicant's business;

(ii) The applicant has been assessed the penalty for the misuse
of a resale certificate or a reseller permit;

(iii) The application contains any material misstatement;

(iv) The application is incomplete;

(v) The applicant has an outstanding tax liability due to the de-
partment; or

(vi) The department determines that denial of the application is
in the best interest of collecting the taxes due under Title 82 RCW.

(c) The department's decision to approve or deny an application
may be based on excise tax returns previously filed with the depart-
ment by the applicant, a current or previous examination of the appli-
cant's books and records by the department, information provided by
the applicant in the master application and the reseller permit appli-
cation, and other information available to the department.

(d) In the event that a business has reorganized, the new busi-
ness resulting from the reorganization may be denied a reseller permit
if the former business would not have qualified for a reseller permit
under (a) or (b) of this subsection. For purposes of this subsection,
"reorganize" means:

(1) The transfer, however effected, of a majority of the assets
of one business to another business where any of the persons having an
interest in the ownership or management in the former business main-
tain an ownership or management interest in the new business, either
directly or indirectly;

(ii) A mere change in identity or form of ownership, however ef-
fected; or
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(11ii) The new business is a mere continuation of the former busi-
ness based on significant shared features such as owners, personnel,
assets, or general business activity.

(204) What if I am a new business and don't have a past reporting
history? New businesses will generally be issued permits if they indi-
cate they will engage in activity taxable under a retailing, wholesal-
ing, or manufacturing B&O tax classification.

(205) What if I don't get a reseller permit and some of my pur-
chases qualify as wholesale purchases? Some taxpayers that do not
qualify for a reseller permit make occasional wholesale purchases. In
these circumstances, the taxpayer must pay retail sales tax on these
purchases and then claim a "taxable amount for tax paid at source" de-
duction on its excise tax return. However, such a deduction in respect
to the purchase of services is not permitted if the services are not
of a type that can be sold at wholesale under the definition of whole-
sale sale in RCW 82.04.060.

Alternatively, the taxpayer may request a refund from the depart-
ment of retail sales tax it paid on purchases that are later resold
without being used (intervening use) by the taxpayer or for purchases
that would otherwise have met the definition of wholesale sale if the
taxpayer had provided the seller with a reseller permit or uniform ex-
emption certificate as authorized in RCW 82.04.470. For instructions
on requesting a refund see WAC 458-20-229.

Part III - Contractors

(301) How does a contractor obtain a reseller permit? The depart-
ment may automatically issue a reseller permit to a contractor if the
department is satisfied that the contractor is entitled to make pur-
chases at wholesale and that issuing the reseller permit is unlikely
to jeopardize collection of sales taxes due based on the criteria dis-
cussed 1n subsection (303) of this rule.

Contractors that do not receive an automatically issued reseller
permit may apply to the department to obtain a reseller permit in the
same manner as provided in subsection (201) of this rule. However, the
application identifies information specific to contractors that must
be provided.

(302) When does a contractor apply for a reseller permit? The
same guidelines for business applicants as provided in subsection
(202) of this rule also apply to contractor applicants.

(303) What are the criteria specific to contractors to receive a
reseller permit?

(a) The department may issue a permit to a contractor that:

(1) Provides a completed application with no material misstate-
ment as that term is defined in this rule;

(ii) Demonstrates it is entitled to make purchases at wholesale;
and

(iii) Reported on its application at least 25 percent of its to-
tal dollar amount of material and labor purchases in the preceding 24
months were for retail and wholesale construction activities performed
by the contractor.

The department may approve an application not meeting these cri-
teria i1f the department is satisfied that approval is unlikely to
jeopardize collection of the taxes due under Title 82 RCW.

(b) If the criteria in (a) of this subsection are satisfied, the
department will then consider the following factors to determine
whether to issue a reseller permit to a contractor:
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(1) Whether the contractor has an active tax reporting account
with the department;

(ii) Whether the contractor has reported gross income on its ex-
cise tax returns covering a monthly or quarterly period during the im-
mediately preceding six months or, if the contractor reports on an an-
nual basis, on the immediately preceding annual excise tax return;

(iii) Whether the contractor has the appropriate certification
and licensing with the Washington state department of labor and indus-
tries;

(iv) Whether the contractor has been assessed the penalty for the
misuse of a resale certificate or a reseller permit;

(v) Whether the contractor has an outstanding tax liability due
to the department; and

(vi) Any other factor resulting in a determination by the depart-
ment that denial of the contractor's application is in the best inter-
est of collecting the taxes due under Title 82 RCW.

(c) The department's decision to approve or deny an application
may be based on the same materials and information as discussed in
subsection (203) (c¢) of this rule.

(d) The provisions of subsection (203) (d) of this rule apply
equally to contractors.

Example 2. DC Contracting is a speculative homebuilder and also
purchases houses to renovate and sell, sometimes referred to as flip-
ping. A speculative builder is the consumer of all materials incorpo-
rated into the real estate including houses purchased for flipping.
Retail sales tax is owed on all supplies and services DC Contracting
purchases, unless there is an applicable exemption. DC Contracting
would not qualify for a reseller permit under these facts.

(304) What if a contractor does not obtain a reseller permit and
some of its purchases do qualify as wholesale purchases? The provi-
sions of subsection (205) of this rule apply equally to contractors.

AMENDATORY SECTION (Amending WSR 19-04-002, filed 1/23/19, effective
2/23/19)

WAC 458-20-166 Hotels, motels, boarding houses, rooming houses,
resorts, hostels, trailer camps, short-term rentals and similar lodg-
ing businesses. (1) Introduction. This rule explains the taxation of
persons operating hotels, motels, bed and breakfast facilities, and
similar businesses that provide lodging and related services to tran-
sient tenants.

(a) References to related rules. The department of revenue
(department) has adopted other rules that may contain additional rele-
vant information:

(1) WAC 458-20-111 ((+#))Advances and reimbursements ((+)) ;

(1i) WAC 458-20-118 ((+))Sale or rental of real estate, license
to use real estate((¥)):;

(iii) WAC 458-20-159 ((+#))Consignees, bailees, factors, agents
and auctioneers ((¥)):;

(iv) WAC 458-20-165 ((+#))Laundry, dry cleaning, linen and uniform
supply, and self-service and coin-operated laundry services ((}+)):;

(v) WAC 458-20-167 ((+))Educational institutions, school dis-
tricts, student organizations, and private schools((})):;

Certified on 10/11/2024 [ 7 ] WSR 24-20-012



Washington State Register WSR 24-20-012

(vi) WAC 458-20-168 ((+))Hospitals, nursing homes, assisted liv-
ing facilities, adult family homes, and similar health care facili-
ties((¥))

(vii) WAC 458-20-187 ( (H+cein—operated—vending machines,—amasement
deviees—and——servicemachinesy)) Tax responsibility of vending machine
owners and operators; and

(viii) WAC 458-20-245 ((+))Taxation of competitive telephone
service, telecommunications service, and ancillary service((})).

(b) Examples. This rule includes examples that identify a set of
facts and then state a conclusion. The examples are only a general
guide. The department will evaluate each case on its particular facts

and circumstances ( (apd—apptyPboth—this—ruteandother statutery—and
common—aw—attherity) ) .

(2) This rule explains the business and occupation (B&0O) tax, re-
tail sales tax, special hotel/motel tax, the convention and trade cen-
ter tax, the tourism promotion area charge, and the taxation of emer-
gency housing furnished to homeless people.

(a) This rule applies to persons operating hotels, motels, short-
term rentals, and the following businesses:

(1) Trailer camps and recreational vehicle parks that rent space
to transient tenants for house trailers, campers, recreational vehi-
cles, mobile homes, tents, and similar accommodations.

(ii) Educational institutions that sell overnight lodging to per-
sons other than students. Information regarding educational institu-
tions is provided in WAC 458-20-167 ( (4Edueactiomrat—institutionsy
seheoot—distriects——studentorgonizations,—andprivate—secheoods)) ) .

(iii) Private lodging houses, dormitories, bunkhouses, and simi-
lar accommodations operated by or on behalf of a business or school
solely for the accommodation of employees of the business or students
of the school, which are not held out to the public as a place where
sleeping accommodations may be obtained.

(b) This rule does not apply to persons operating the following
businesses:

(1) Hospitals, sanitariums, nursing homes, rest homes, and simi-
lar institutions. Information regarding operating these establishments
is provided in WAC 458-20-168 ( ({Hespitats—rnursing homes;——assisted
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(ii) Apartments or condominiums where the rental is for one month
or more. Information regarding rentals for one month or more and the
distinction between a rental of real estate and the license to use re-
al estate is provided in WAC 458-20-118 ( ({Sate—eor—rentat—of—real—es
tate;—tieense—+to—use—real—estate))) .

(3) Transient tenant defined. The term "transient tenant" as used
in this rule means any guest, resident, or other occupant to whom
lodging and other services are furnished under a license to use real
property for less than one month, or less than ((fkirty)) 30 continu-
ous days if the rental period does not begin on the first day of the
month. Providing lodging for a continuous period of one month or more
to a guest, resident, or other occupant is a rental or lease of real
property. It is presumed that when lodging is provided for a continu-
ous period of one month or more, or ((hixrty)) 30 continuous days or
more if the rental period does not begin on the first day of the
month, the guest, resident, or other occupant purchasing the lodging
is a nontransient upon the ( (fhirtieth)) 30th day without regard to a
specific lodging unit occupied throughout the continuous ( (£hixrty))
30-day period. An occupant who contracts in advance and remains in

Certified on 10/11/2024 [ 8 ] WSR 24-20-012



Washington State Register WSR 24-20-012

continuous occupancy for the initial ((kirty)) 30 days will be con-
sidered a nontransient from the first day of occupancy provided in the
contract.

(4) Business and occupation tax (B&0O). Where lodging is sold to a
nontransient tenant, the transaction is a rental of real estate and
not subject to B&O tax. ((See)) WAC 458-20-118 ( (4Sate—eor—rental—of
real—estate;—tieense—+teo—use—real—estate)r)). Sales of lodging and rela-
ted services to transient tenants are subject to B&0O tax, including
transactions that may have been identified or characterized as member-
ship fees or dues.

(a) Retailing classification. Gross income derived from the fol-
lowing activities provided to transient tenants is subject to the re-
tailing B&O tax:

((=)) (i) Rental of rooms for lodging;

((=)) (ii) Rental of radio and television sets;

((=~)) (i4dii) Rental of rooms, space, and facilities not for lodg-
ing, such as ballrooms, display rooms, meeting rooms, and similar ac-
commodations;

((=~)) (iv) Automobile parking or storage; and

((=)) (v) Sale or rental of tangible personal property at retail.
More information regarding retail sales is provided in subsection (5)
of this rule discussing retail sales tax.

(b) Service and other activities classification. Commissions,
amounts derived from accommodations not available to the public, and
certain ((%ﬁﬁp—ﬁﬂm)) fees charged for multiple services are taxable
under the service and other activities cla881flcatlon of the B&O tax.
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) Commission income. Commission income received by hotels, mo-
tels, and similar businesses from other businesses providing a service

to their tenants ( (—Fhre—Ffollowing are—examples—ofcommission—inceome
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ject to the service and other activities B&0O tax, such as commission

income received from:

(A) ( (commission—income—reeceived—from)) Acting as a laundry agent
for tenants when someone other than the hotel provides the laundry
service. Information regarding these commissions is provided in WAC

458-20-165 ( (+heundry—dry—eteaning—tHren—and—uniform suppty—and
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staying at the hotel or motel ( (are—subject—to—service—and—otheraec—
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( (B —Commission—tneome—from)) (C) The rental of videos for use
by tenants staying at the hotel or motel when the hotel or motel oper-
ator is making the sales as an agent for a seller((-=)); and
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( (HB—Commission—income—reeceived—Ffrom)) (D) The operation of
( (emsement—deviees)) a vending machine not owned by the owner or op-—

erator of the lodging facility. Information regarding ( (amugsement—de—
yiees) ) vendlnq machlnes is prov1ded in WAC 458 20 187 ( (Hcodtm—operat

(11) Other income. Gross income derlved from the following busi-
ness activities is subject to the service and other activities B&O
tax ((+)) =

(A) The rental of sleeping accommodations by private lodging
houses, ((#))including dormitories, bunkhouses, and similar accommoda-
tions ((¥)),. operated by or on behalf of a business for its employees,
which are not held out to the public as a place where sleeping accom-
modations may be obtained((+)); and

(B) Deposits retained by ((£ke)) a lodging business as a penalty
charged to a transient tenant for failure to timely cancel a reserva-
tion.

(5) Retail sales tax. Persons providing lodging and other serv-
ices generally must collect and remit retail sales tax on the gross
selling price of the lodging and other services. They must pay retail
sales or use tax on all items they purchase for use in providing their
services.

(a) Lodging. All fees charged for lodging and related services to
transient tenants are retail sales. Included are fees charged for ve-
hicle parking and storage and for space and other facilities, includ-
ing fees charged by a trailer camp for utility services.

(1) A tenant who does not contract in advance to stay at least
((Ehtrty)) 30 days is not entitled to a refund of retail sales tax if
the rental period later extends beyond ( (¥hixrty)) 30 days.

Example: ((Assume)) A tenant rents the same motel room on a week-
ly basis ( (—Further—assume—the—tenant)) and continues to extend occu-
pancy on a weekly basis until the tenant finally exceeds ((¥hixrty)) 30
days. Under these ((assumed)) facts, the tenant is considered a tran-
sient for the first ((ewemty—rine)) 29 days of occupancy and must pay
retail sales tax on the rental fees. The rental fees are exempt from
retail sales tax beginning on the ((¥khirtieth)) 30th day. The tenant
is not entitled to a refund of retail sales taxes paid on the rental
fees for the first ((Ewernty—nine)) 29 days.

(ii) A business providing transient-tenant lodging must complete
the "transient rental income" information section of the combined ex-
cise tax return. The four digit location code must be listed along
with the gross income received from transient-tenant lodging subject
to retail sales tax for each facility located within a participating
city or county.

(b) Meals and entertainment. All fees charged for food, beverag-
es, and entertainment activities are retail sales subject to retail
sales tax.

(1) Fees charged for related services ( (imetuoding—buvt—rot—Ttimi—
f£ee—te5)) such as room service, banquet room services, ((amd)) service
charges, and gratuities that are agreed to in advance by customers or
added to their bills by the service provider are subject to retail
sales tax.

(ii) If meals sold under a promotion such as a "two meals for the
price of one," the taxable selling price is the actual amount received
as payment for the meals.

(1ii) ((Mealts—soltd—to—employees—are—subject—toretailsales—tax-

Certified on 10/11/2024 [ 10 ] WSR 24-20-012
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retail sales. The fee charged for lodging and related services is for
services rendered and not for the resale of any tangible property.

(1) ( (Purehases—subiecet—to—retail sate—tax—dnelude;—but—are—not

Hmited—+e+)) Retail sales tax applies to purchases such as beds, room
furnishings, linens, towels, ((seap7—shampee)) small toiletry items
(e.g., soap, shampoo, body wash, and lotion), restaurant equipment,
and laundry supply services. ( (Purehases;——Suvehas—smatl—teoitetry

2+ Ao =N T~ T A sz +h~qa Tl Az o~z N LN vr-In'l d FAr ~riA~Aata 4+

LT J.Llu_), a1 SN AN NP AW § A8 \'4 IT L_J.J.U\_A\jli CIT _Y J.ll(_/L_Y Ny b/ AWy A8 [ S \j\_/[ [Saye) [
PR bom I N S ))

CTTIY TITOUTIT J - IToT = e A e

(ii) Sales of prepared meals or other prepared items are subject
to retail sales tax. Information regarding the sales of food products
is provided in WAC 458-20-244 ( ({Feod—ond—Ffood—ingredients))) .

((H)) (f) Sales to the United States government. Sales made di-
rectly to the United States government are not subject to retail sales
tax. Sales to employees of the federal government are taxable even if
the employee ultimately will be reimbursed for the lodging fee.

(i) Payment by government voucher or check. If the lodging fee is
paid by United States government voucher or United States government
check payable directly to the hotel or motel, the sale is presumed to
be a tax-exempt sale made directly to the federal government.

(ii) Charges to government credit card. ((¥ariews)) United States
government contracted credit cards are used to make payment for pur-
chases of goods and services by or for the United States government.

( (Speeifie)) Information about ( (determining—whenrapurehase—by)) the
taxability of government credit card ((ie—a—ta*—eﬁempt—pﬂfehaee—by—the
Yraited—States—goverament)) purchases is available ((¥+=&)) on the de-
partment s ((drternet)) web51te at ( (keeprtfdeor—wargov—{(See—the—de—
, . . S . N )

2N il
dor.wa.gov, Or bv calling

~ i I a
A= CIT le/J. _Y I _YU\_A
the department s telephone information center at 360-705-6705. You may
also contact the department's taxpayer services division at ( (BEtpFHF

aor o wa.oov/oontent SContacts/ or) )

Department of Revenue
Taxpayer Services Division
P.O. Box 47478

Olympia, WA 98504-7478

(6) Special hotel/motel tax. Some locations in the state impose
special hotel/motel taxes. (({Fhese—taxes are—imposed—under chapters
61-28—nd—36-3100REW-))) RCW 67.28.180 and 36.100.040(1). If a busi-
ness 1s in one of those locations, an additional tax is charged and
reported under the special hotel/motel portion of the tax return. The
four digit location code, the gross-selling price for providing the
lodging, and the tax rate must be completed for each location where
the lodging is provided. The special hotel/motel tax under RCW
67.28.180 applies without regard to the number of lodging units ((ex—
eept—that) ), but the tax imposed under RCW 36.100.040(1l) applies only
if there are ((ferty)) 40 or more lodging units. The ( (tax—enty—<Pp
pties)) taxes apply to the fee charged for the rooms used for lodging
by transient tenants ((—Additienad)), including fees charged for use
of camping and recreational vehicle sites. The taxes do not apply to
any fees charged for telephone services, laundry, ((er—ether)) inci-

dental charges ((are—neot—subieect+tothe speecial hotel/motet tax—Nor

is—the—fee)), or fees charged for use of meeting rooms, banquet rooms,
or other special use rooms ( (sukbjeet—to—this—tax—TFhe—tax—-apptiess

Certified on 10/11/2024 [ 12 ] WSR 24-20-012
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(7) Convention and trade center tax. ((Subjeet—to—theexemptions
ia—br—eof+this subseetiony)) RCW 36.100.040(4) authorizes a convention
and trade center tax for businesses located in King County selling
lodging to transient tenants, including ( (+—buvt—reot—timited—+to—any
sheort—term—rentals;)) short-term rentals. These businesses must charge
their customers the convention and trade center tax and report the tax
under the "convention and trade center" portion of the combined excise
tax return.

(a) Applicability of tax. The convention and trade center tax ap-
plies only to the fees charged for the rooms, or camping or recrea-
tional vehicle sites, used to provide lodging for transient tenants.
Each campsite is considered a single unit.

( (Adedttoenat)) The tax does not apply to fees charged for tele-
phone services, laundry, ((er—ether)) incidental charges ((are——seot

subFeet—to—the—<cenventionand—trade—eenter—+taxs) ), or fees charged for
the use of meeting rooms, banquet rooms, or other special use rooms
N + 1 PR PR

( (ere—atseornot—subiect—+tothe convention and—trade—<center—+tax%)) .

(b) Exemptions. The following are exempt from the convention and
trade center tax:

(1) A business in a town with a population of less than ((three
hundred)) 300 people that has fewer than ((sixty)) 60 rooms that are
available or being used to provide lodging to transient tenants, re-
gardless of whether the business also rents units to nontransient ten-
ants and the combined number of transient and nontransient lodging
units is ((sity)) 60 rooms or more;

(11) Businesses classified as hostels;

(iii) Any lodging that is concurrently subject to a tax on engag-
ing in the business of being a short-term rental operator imposed by a
city in which a convention and trade center is located;

(iv) Any lodging that is operated by a university health care
system exclusively for family members of patients; and

(v) Any lodging that is operated as a charity described in
(c) (iii) (B) of this subsection, is otherwise exempted in this subsec-
tion, or is emergency lodging to homeless people as described in sub-
section (9) of this rule.

(c) Definitions. The definitions in this subsection apply to the
convention and trade center tax:

(1) "Hostel" means a structure or facility where a majority of
the rooms for sleeping accommodations are hostel dormitories contain-
ing a minimum of four standard beds designed for single-person occu-
pancy within the facility. Hostel accommodations are supervised and
must include at least one common area and at least one common kitchen
for guest use.

(ii) "Hostel dormitory" means a single room, containing four or
more standard beds designed for single-person occupancy, used exclu-
sively as nonprivate communal sleeping quarters, generally for unrela-
ted persons, where such persons independently acquire the right to oc-
cupy individual beds, with the operator supervising and determining
which bed each person will occupy.

(iii) "Short-term rental" means a lodging use, that is not a ho-
tel or motel, in which a short-term rental operator offers or provides
a dwelling unit, or portion thereof, to a guest or guests for a fee
for fewer than ((£kirty)) 30 consecutive nights. The term "short-term
rental”" does not include:

Certified on 10/11/2024 [ 13 ] WSR 24-20-012
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(A) A dwelling unit, or portion thereof, that the same person
uses for ((hixrty)) 30 or more consecutive nights; and

(B) A dwelling unit, or portion thereof, that is operated by an
organization or government entity that is registered as a charitable
organization with the secretary of state, state of Washington, and/or
is classified by the federal Internal Revenue Service as a public
charity or a private foundation, and provides temporary housing to in-
dividuals who are being treated for trauma, injury, or disease and/or
their family members.

(d) Reporting requirements. The four digit location code, gross-
selling price for the lodging, and the tax rate must be completed for
each location where the lodging is provided.

(8) Tourism promotion area charge. A legislative authority as de-
fined in RCW 35.101.010 may impose a charge on the activity of provid-
ing lodging by a business, that has 40 or more lodging units, located
in the tourism promotion area ( (5 eAeeye for)). The charge does not ap-
ply to temporary medical housing that is exempt under RCW 82.08.997
( (Exemptions—Temporary medieal—housineg)) ), or any lodging business,
lodging unit, or lodging guest so designated by the legislative au-
thority. RCW 35.101.055. The charge is administered by the department
and must be collected by the business providing the lodging from the
transient tenant. The charge is not subject to the sales tax rate lim-
itations of RCW 82.14.410. To determine whether your lodging business
must collect and remit the charge, refer to the ((speciat—motices—For

e e e e e department s website at dor.wa.gov.
(9) Providing emergency lodging to homeless people. The fee

charged for providing emergency lodging to homeless people purchased
via a shelter voucher program administered by cities, towns, counties,
or private organizations that provide emergency food and shelter serv-
ices is exempt from the retail sales tax((+)). RCW 82.08.0299. The fee
is also exempt from the convention and trade center tax((+)) and the
special hotel/motel tax. ((Fhis)) The form of payment does not influ-
ence the required minimum number of transient rooms available for use
as transient-lodging units ( (uarder—the "convention aond trade ecenter

(=
s T RN N S N LU N N TN I SN SN 2 22 VNS SIN BT SN "))
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