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WSR 15-21-012
EXPEDITED RULES
DEPARTMENT OF REVENUE
[Filed October 12, 2015, 8:48 a.m.]

Title of Rule and Other Identifying Information: WAC
458-20-176 (Rule 176) Commercial deep sea fishing—Com-
mercial passenger fishing—Diesel fuel. Rule 176 explains
the business and occupation (B&O) tax, sales tax and use tax
responsibilities of those engaged in commercial deep sea
fishing and suppliers selling to those persons.

NOTICE
THIS RULE IS BEING PROPOSED UNDER AN
EXPEDITED RULE-MAKING PROCESS THAT WILL
ELIMINATE THE NEED FOR THE AGENCY TO HOLD
PUBLIC HEARINGS, PREPARE A SMALL BUSINESS
ECONOMIC IMPACT STATEMENT, OR PROVIDE
RESPONSES TO THE CRITERIA FOR A SIGNIFICANT
LEGISLATIVE RULE. IF YOU OBJECT TO THIS USE OF
THE EXPEDITED RULE-MAKING PROCESS, YOU
MUST EXPRESS YOUR OBJECTIONS IN WRITING
AND THEY MUST BE SENT TO Gayle Carlson, Depart-
ment of Revenue, P.O. Box 47453, Olympia, WA 98504-
7453, e-mail GayleC@dor.wa.gov, AND RECEIVED BY
December 21, 2015.
Purpose of the Proposal and Its Anticipated Effects,
Including Any Changes in Existing Rules: The department is
proposing revisions to Rule 176 to:

* Include information pertaining to RCW 82.04.4269 that
allows a B&O tax exemption for value of product or pro-
ceeds of sales for manufactured seafood products that
remain in a raw, raw frozen or raw salted state at the
completion of the manufacturing by that person or when
the same is sold to buyers that transport the seafood
products out of the state of Washington. This exemption,
not previously discussed in the rule, has been extended to
July 1, 2025.

* Add an introduction and references to other rules that
may be helpful to readers.

* Remove verbiage pertaining to and the example of the
"Diesel Fuel Exemption Certificate" as no longer
needed. Qualified buyers should use the Buyers' Retail
Sales Tax Exemption Certificate found on the depart-
ment's web site.

Copies of draft rules are available for viewing and print-
ing on our web site at Rules Agenda.

Reasons Supporting Proposal: Chapter 6, Laws of 2015
3rd sp. sess. (ESSB 6057).

Statutory Authority for Adoption: RCW 82.32.300 and
82.01.060(2).

Statute Being Implemented: RCW 82.04.4269.

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

Name of Proponent: Department of revenue, govern-
mental.

Name of Agency Personnel Responsible for Drafting:
Gayle Carlson, 1025 Union Avenue S.E., Suite #544, Olym-
pia, WA, (360) 534-1576; Implementation and Enforcement:
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Marcus Glasper, 1025 Union Avenue S.E., Suite #500,
Olympia, WA, (360) 534-1615.

October 12, 2015
Kevin Dixon
Rules Coordinator

AMENDATORY SECTION (Amending WSR 88-03-055,
filed 1/19/88)

WAC 458-20-176 Commercial deep sea fishing—
Commercial passenger fishing—Diesel fuel. (1) Introduc-
tion. This rule explains the business and occupation (B&O)

tax, sales tax and use tax responsibilities of those engaged in
commercial deep sea fishing, and suppliers selling to those
persons.

Other rules that may apply. Readers may want to refer
to other rules for additional information, including those in
the following list:

(a) WAC 458-20-119 Sales by caterers and food service
contractors;

(b) WAC 458-20-135 Extracting natural products;

¢) WAC 458-20-178 Use tax and the use of tangible
personal property:

(d) WAC 458-20-193 Interstate sales of tangible per-
sonal property:

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

(2) Definitions. ((As-used-herein:)) The following defi-
nitions apply to this rule.

(a) Commercial deep sea fishing. "Commercial deep
sea fishing" means fishing done for profit outside the territo-
rial waters of the state of Washington. It does not include
sport fishing or the operation of charter boats for sport fish-
ing. (((See-WAEC458-20183fortaxltiability-of suchper-
sens-)})) Nor does the phrase include the operation or pur-
chase of watercraft for kelping, purse seining, or gill netting,
because such fishing methods can be legally performed in
Washington only within the territorial waters of the state (the
three-mile limit). Therefore, watercraft rigged for fishing by
any of these methods will be deemed for use in other than
commercial deep sea fishing unless proof, including docu-
mentation to be retained by sellers, is furnished that said
watercraft will be used for these purposes exclusively outside
the Washington territorial limit.

mercial passenger fishing. "Commercial passenger fishing"
means that done from charter boats for sport outside the terri-

(c) Component part. "Component part" includes all tan-
gible personal property ((whieh)) that is attached to and a part
of a watercraft. It includes dories, gurdies and accessories,
bait tanks, baiting tables and turntables. It also includes spare
parts ((whieh)) that are designed for ultimate attachment to a
watercraft. The ((satd)) term "component part" does not
include equipment or furnishings of any kind ((whieh)) that
are not attached to a watercraft, nor does it include consum-
able supplies. Thus, it does not include, among other things,
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bedding, table and kitchen wares, fishing nets, hooks, lines,
floats, hand tools, ice, fuel or lubricants.

(d) ((“commereial-passengerfishing"-means—that-done
| l : de il orial :
the-state-of- Washington:

2))) Watercraft. "Watercraft" means every type of

floating equipment that is designed for carrying fishing gear,
fish catch or fishing crews, and used primarily in commercial
deep sea fishing operations.

(3) Business and occupation tax.

(a) Persons engaged in commercial deep sea fishing are
not taxable under the extracting classification with respect to
catches obtained outside the territorial waters of this state.

(b) Such persons are taxable under either the retailing or
the wholesaling classification with respect to sales made
within this state, unless entitled to exemption by reason of the
commerce clauses of the federal constitution. (((See-WAEC
458201935

3))) (c) Such persons may qualify for a B&O tax
exemption under RCW 82.04.4269. This exemption pertains
to the value of products or the gross proceeds of sales derived
from:

(i) Manufacturing seafood products that remain in a raw,
raw frozen, or raw salted state at the completion of the man-
ufacturing by that person; or

(ii) In the ordinary course of business, manufactured sea-
food products that remain in a raw, raw frozen or raw salted
state to buyers that transport the goods out of the state of

Washington. A person taking an exemption must keep and
preserve records for the period required by RCW 82.32.070
establishing that the goods were transported by the buyer in
the ordinary course of business out of the state of Washing-
ton.

(d) Persons claiming the exemption in (c) of this subsec-

tion must file a completed annual survey with the department
under RCW 82.32.585. In addition, persons claiming this tax
preference must report the amount of the exemption on their
monthly or quarterly excise tax return. For more information
on reporting requirements for this tax preference see RCW
82.32.808.

(e) The exemption provided by RCW 82.04.4269 is
scheduled to expire on July 1, 2025.

(4) Retail sales tax.

(a) ((Byreasen-of-the-exemption—econtained—in)) Under
RCW 82.08.0262, the retail sales tax does not apply ((upen))
to sales of watercraft (including component parts thereof)
which are primarily for use in conducting commercial deep
sea fishing operations, nor does ((said)) retail sales tax apply
to sales of or charges made for labor and services rendered in
respect to the constructing, repairing, cleaning, altering or
improving of such property.

(b) The retail sales tax applies ((#pen)) to sales made to
persons engaged in commercial deep sea fishing of every
((ether)) type of tangible personal property (except only sales
of watercraft and component parts thereof) and ((epen)) to
sales of or charges made for labor and services rendered in
respect to the construction, repairing, cleaning, altering or
improving of such ((ether)) types of property. Thus, the retail
sales tax applies ((#pen)) to sales to such persons of such
things as fishing nets, hooks, lines, floats and bait; table and
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kitchen wares; hand tools, ice, fuel except diesel fuel as noted
((betew)) in subsection (7) of this rule, and lubricants for use

or consumption((;exeeptonlysales-ef watereraft-and-eompo-
nent-parts-thereef)). For sales of food ((preduets)) and food
ingredients see WAC 458-20-119 and 458-20-244.

((4)) (5) Exemption certificates required.

(a) Persons selling watercraft or component parts thereof
to persons engaged in commercial deep sea fishing or per-
forming services with respect to such craft or parts, are
required to obtain from the ((purehaser)) buyer a certificate
evidencing the exempt nature of the transaction. ((Fhis-eertif-

il

(b) Buyers claiming the exemption may use the depart-

ment's Buyers' Retail Sales Tax Exemption Certificate. The
certificate can be found on the department's web site at
dor.wa.gov. Sellers must retain certificates in its records as
evidence of the exempt nature of the sales to eligible buyers.

(c) ((Inetdentaluse)) Fishing boats used primarily in
commercial deep sea fishing operations that are incidentally
used within the waters of this state ((effishing-beats-which-

L orimarihvind ishi ionswill

the)) are still eligible for the exemption from retail sales tax.

(d) ((Jr—the—event—the)) Sales of fishing ((beat—with

i ot i i )) boats, that

are the types used in the waters of Puget Sound or the Colum-

bia River and the tributaries thereof, and ((is)) are not practi-

cal for use in deep sea fishing, ((seHers—should-eoleet)) are

subject to the retail sales tax ((upen-all-sales-efsuchboats

and)) including sales of component parts thereof and ((upen))
on charges made for the repair of the same.

(e) It is a gross misdemeanor for a buyer to make a false
certificate of exemption for the purpose of avoiding the tax.
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((65))) (6) Use tax.

(a) The use tax does not apply ((uper)) to the use of
watercraft or component parts thereof. RCW 82.12.0254.

(b) The use tax ((dees-apply-upen)) applies to the actual
use within this state of all other types of tangible personal

property purchased at retail ((and-upen—whieh)) where the
sales tax has not been paid (((see-WAC458-20-178)-exeept
on-diesel-fuel-asnoted-below)) and no exemption exists.

((66))) (1) Diesel fuel.

(a) ((Fhelaw—provides—for)) RCW_82.08.0298 and
82.12.0298 provide sales and use tax exemptions on diesel
fuel for both commercial passenger fishing (charter boats for
sport fishing) and commercial deep sea fishing operations.

(b) Neither retail sales nor use tax applies with respect to
sales or use of diesel fuel in the operation of watercraft in
commercial deep sea fishing operations or commercial pas-
senger fishing operations by persons who are regularly
engaged in the business of such operations outside the territo-
rial waters (three-mile limit) of this state. For purposes of this
exemption, a person is not regularly engaged in either busi-
ness if the person has gross receipts from the extra territorial
operations of less than five thousand dollars a year. For per-
sons involved in both commercial deep sea fishing operations
and commercial passenger fishing operations, the receipts
from both ((skalt)) will be added together to determine eligi-
bility for this exemption.

(©) ((Fhi . i

required-that-all-ef the-diesel- fuel purehased-be-used-outside
of the-territorial-waters-ef this-state:)) If a person qualifies for
the exemptions by virtue of operating a deep sea fishing ves-
sel, and has the requisite amount of gross receipts from that
activity, all diesel fuel purchases and uses by such person for
such vessel are tax exempt. It is not required that all the diesel
fuel purchased be used outside the territorial waters of this
state.

(d) Diesel fuel exemption certificates required. Per-
sons selling diesel fuel to such persons are required to obtain
from the ((purehaser)) buyer a certificate evidencing the
exempt nature of the transaction. This certificate must iden-
tify the ((purehaser)) buyer by name and address, and by the
registered name and number of the watercraft with respect to
which the purchase is made. ((H-must-containa-statementto

the-effeet-that the-diesel- fuelisforuse byapersonwhois

therefrom-ofatleast-five-thousand-dellars:)) Blanket certifi-
cates covering all diesel fuel purchases for specified water-
craft may be used, where appropriate. A seller of diesel fuel
who accepts such a certificate ((ingoodfaith-shallnetbe)) is
not liable for sales tax on the diesel fuel sold. Certificates
must be retained by the sellers in their permanent records as
evidence of the exempt nature of diesel sales to eligible buy-
ers. It is a gross misdemeanor for a buyer to make a false cer-
tificate of exemption for the purpose of avoiding the tax.
Buyers may use the Buyers' Retail Sales Tax Exemption Cer-
tificate found on the department's web site at dor.wa.gov.

(T £ onte chomld be i sabstantiallv:the foll
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WSR 15-21-014
EXPEDITED RULES
DEPARTMENT OF REVENUE
[Filed October 12,2015, 9:17 a.m.]

Title of Rule and Other Identifying Information: WAC
458-20-13501 (Rule 13501) Timber harvest operations,
explains the application of the B&O, public utility, retail
sales, and use taxes to persons performing activities associ-
ated with timber harvest operations.

NOTICE

THIS RULE IS BEING PROPOSED UNDER AN
EXPEDITED RULE-MAKING PROCESS THAT WILL
ELIMINATE THE NEED FOR THE AGENCY TO HOLD
PUBLIC HEARINGS, PREPARE A SMALL BUSINESS
ECONOMIC IMPACT STATEMENT, OR PROVIDE
RESPONSES TO THE CRITERIA FOR A SIGNIFICANT
LEGISLATIVE RULE. IF YOU OBJECT TO THIS USE OF
THE EXPEDITED RULE-MAKING PROCESS, YOU
MUST EXPRESS YOUR OBJECTIONS IN WRITING
AND THEY MUST BE SENT TO Gayle Carlson, Depart-
ment of Revenue, P.O. Box 47453, Olympia, WA 98504-
7453, e-mail GayleC@dor.wa.gov, AND RECEIVED BY
December 21, 2015.

Purpose of the Proposal and Its Anticipated Effects,
Including Any Changes in Existing Rules: The department is
considering changes to Rule 13501 to:

* Define log transportation businesses and indicate that
effective August 1, 2015, a reduced PUT rate is available
to most log transportation businesses;

*  Update and add statute references;

e Update definition for "small harvester" to match RCW
84.33.035;
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» Update reporting requirements on timber purchases
including the extended expiration date of July 1, 2018, as
provided by RCW 84.33.088; and

* Revise language pertaining to "services furnished
jointly" to correspond with the statute and Puget Sound
v. Dep't of Revenue, 158 Wash. App. 616 (2010).

Copies of draft rules are available for viewing and print-
ing on our web site at Rules Agenda.

Reasons Supporting Proposal: Chapter 6, Laws of 2015
(ESSB 6057, Part VII).

Statutory Authority for Adoption: RCW 82.32.300 and
82.01.060(2).

Statute Being Implemented: RCW 82.16.020.

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

Name of Proponent: Department of revenue, govern-
mental.

Name of Agency Personnel Responsible for Drafting:
Gayle Carlson, 1025 Union Avenue S.E., Suite #544, Olym-
pia, WA, (360) 534-1576; Implementation and Enforcement:
Marcus Glasper, 1025 Union Avenue S.E., Suite #500,
Olympia, WA, (360) 534-1615.

October 12, 2015
Kevin Dixon
Rules Coordinator

AMENDATORY SECTION (Amending WSR 01-13-042,
filed 6/14/01, effective 7/15/01)

WAC 458-20-13501 Timber harvest operations. (1)
Introduction. Timber harvest operations generally consist of
a variety of different activities. These activities ((are)) may
be subject to different tax rates ((and/))or classifications
under the ((ReventeAet)) business and occupation tax and
public utility tax, depending on the nature of the activity.

(a) Scope of rule. This rule explains the application of
the business and occupation (B&O), public utility, retail
sales, and use taxes to persons performing activities associ-
ated with timber harvest operations. This rule explains how
the public utility tax deduction ((awatlable)) provided by
RCW 82.16.050 for the transportation of commodities to an
export facility (REW-8216-050})) applies to the transporta-
tion of logs (((subseetiton-13)))). It also explains how the
B&O tax exemption provided by RCW 82.04.333 for small
timber harvesters applies (((stbseetion-4)))).

(b) Additional information sources for activities asso-
ciated with timber harvest operations. In addition to the
taxes addressed in this rule, the forest excise and real estate
excise taxes often apply to certain activities or sales associ-
ated with timber harvest operations. Persons engaged in tim-
ber harvest operations should refer to the following rules for
additional information:

(1) WAC 458-20-135 ((€))Extracting natural prod-
ucts((3));

(i) WAC 458-20-136 ((€))Manufacturing, processing for
hire, fabricating((3));

(iii) WAC 458-20-13601 ((§))Manufacturers and proces-
sors for hire—Sales and use tax exemption for machinery and

equipment((3));
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(iv) Chapter 458-40 WAC ((€))Taxation of forest land
and timber((3)); and

(v) Chapter ((458-61)) 458-61A WAC ((€))Real estate
excise tax((3)).

(c) 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 determined after a review of all the
facts and circumstances.

(d) Information regarding short-rotation hardwoods.
((Effeetive July22,2001;)) Persons cultivating short-rotation
hardwoods are considered farmers. Refer to WAC ((458-20-
122;)) 458-20-209((5)) and 458-20-210 for tax-reporting
information for farmers and persons selling property to or
performing horticultural services for farmers. "Short-rotation
hardwoods" are hardwood trees, such as, but not limited to,
hybrid cottonwoods, cultivated by agricultural methods in
growing cycles shorter than fifteen years. ((Chapter974Eaws
of200+)) RCW 84.33.035.

(2) Timber harvesters. Timber harvesters may engage
in business activities that require them to report under the
extracting, manufacturing, ((andter)) wholesaling, or retail-
ing B&O tax classifications.

The definition of "extractor" ((€))found in RCW
82.04.100((3as-it)) relates to the harvesting of trees (other
than plantation Christmas trees) and is generally identical to
the definition of "harvester" ((€))found in RCW 84.33.-
035((3)). An exception is the specific provisions in the defini-
tion of "harvester" relating to trees harvested by federal, state,
and local government entities. Both definitions include every
person who from the person's own land or from the land of
another under a right or license granted by lease or contract,
either directly or by contracting with others for the necessary
labor or mechanical services, fells, cuts (severs), or takes tim-
ber for sale or for commercial or industrial use. Both defini-
tions exclude persons performing under contract the neces-
sary labor or mechanical services for the extractor/harvester.

(a) Timber purchasers to file information report. A
purchaser must report to the department of revenue (depart-
ment) purchases of privately owned timber in an amount
exceeding two hundred thousand board feet, if purchased in a
voluntary sale made in the ordinary course of business. The
report must contain ((the)) all information relevant to the
value of the timber purchased including, but not limited to,
the following, as applicable: Purchaser's name ((and)).
address((; i i pti

]

B
he—volume—py

5
ageand-requiredmprovemen

)) and contact
information; seller's name, address. and contact information;
sale date; termination date in sale agreement; total sale price;
legal description of sale area; sale name; forest practice appli-
cation/harvest permit number if available: total acreage
involved in the sale; estimated net volume of timber pur-
chased by tree species and log grade; and description and
value of property improvements.

This report must be filed on or before the last day of the
month following the purchase of the timber. A two hundred
fifty dollar penalty may be imposed against a purchaser for
each failure to satisfy the requirements for filing this report.
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These filing requirements ((beeome-effeetiveJuly15200%

and)) are scheduled to expire July 1, ((2004—Chapter326;
Laws-e£2604)) 2018. RCW 84.33.088.

(b) Extracting. The felling, cutting (severing from land),
or taking of trees is an extracting activity((-)) as defined in
RCW 82.04.100. The extracting B&O tax classification
applies to the value of the products extracted, which is the
value of the severed trees prior to any manufacturing activity.

(c) Manufacturing. The cutting into length (bucking),
delimbing, and measuring (for bucking) of felled, cut (sev-
ered), or taken trees is a manufacturing activity(()) as defined
in RCW 82.04.120. The manufacturing B&O tax ((apphies
te)) is measured by the value of the products manufactured,
which is generally the gross proceeds of sale((-whether-the
manufactured produetis—seldatretatl-or-whelesale-Refer

alseto-RCW-82:04-450-and-WAC458-20-112)). For more
information regarding the value of products see RCW
82.04.450 and WAC 458-20-112.

If the product is delivered to a point outside the state,
transportation costs incurred by the seller from the last point
at which manufacturing takes place within Washington may
be deducted from the gross proceeds of sale when determin-

ing the value of the product. ((Eer-example;))

Example 1. In each of the following situations ((below))
presume that the timber harvester delivers the product to the

customer at a point outside the state:

(1) If there is no further manufacturing subsequent to
manufacturing conducted at the harvest site, the measure of
tax is the gross proceeds of the sale of the logs less transpor-
tation costs incurred by the seller from the harvest site to
delivery to the customer;

(i1) If logs are hauled to a facility for processing into
lumber, poles, or piles, the measure of tax is the gross pro-
ceeds of sale of the lumber, poles, or piles less transportation
costs incurred by the seller from the facility to delivery to the
customer; and

(iii) If logs are hauled to a facility that only removes the
bark, the measure of tax is the gross proceeds of sale of the
logs less transportation costs incurred by the seller from the
harvest site to the customer. This is because the mere removal
of bark is not a manufacturing activity.

However, if at that facility the debarking is a part of a
manufacturing process (e.g., cutting the logs into lumber), the
entire process, including the debarking, is a manufacturing
activity. In such a case, the measure of tax is the gross pro-
ceeds of sale of the products manufactured from the logs less
transportation costs incurred by the seller from the facility to
the customer.

(d) Selling. The income from the sale of the logs is sub-
ject to tax under either the wholesaling or retailing B&O tax
classification, as the case may be, unless exempt by law. The
measure of tax is the gross proceeds of sale without any
deduction for transportation costs.

(i) When determining the gross proceeds of sale, the tim-
ber harvester may not deduct amounts paid to others. ((Eer
example;))

Example 2. A timber harvester enters into a contract
with another person to perform the necessary labor and
mechanical services for the harvesting of timber. The har-
vester is to receive sixty percent of the log sale proceeds, and
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the person contracting to perform the services is to receive
forty percent. The log buyer purchases the logs for five hun-
dred thousand dollars. The buyer pays three hundred thou-
sand dollars to the harvester and two hundred thousand dol-
lars to the person performing the harvesting services. The
harvester's gross proceeds of sale is five hundred thousand
dollars.

(i1) Retail sales tax must be collected and remitted on all
sales to consumers, ((again)) unless exempt by law. For
wholesale sales, sellers must obtain ((resale-eertifieatesfrom

their-eustomers to-doeument the-wholesale-nature-ofany

eates:))) and retain copies of their customers' reseller permits
to document the wholesale nature of the transaction. For
information on reseller permits see WAC 458-20-102 and
458-20-10201.

(e) Multiple activities tax credit (MATC). An extractor
((and#))or manufacturer who sells the product ((he-orshe
extracts-and/or-manufactares)) extracted or manufactured
must report under each of the appropriate "production”
(extracting ((and/))or manufacturing) and "selling" (whole-
saling or retailing) classifications ((ef-the B&O-tax—REW
82:04-440)) on the excise tax return. The extractor ((an€/)) or
manufacturer may then claim a multiple activities tax credit
(MATC) as described in RCW 82.04.440 for the extracting
tax (RCW 82.04.230) or manufacturing tax (RCW 82.04.-
240), provided the credit does not exceed the wholesaling or
retailing tax liability. ((See-WAC458-20-19301-(Multiple

aetivitiestax-eredits))) For a more detailed explanation of the
MATC reporting requirements see WAC 458-20-19301.

(3) Extractors for hire. Persons performing extracting
activities (labor or mechanical services), such as independent
contractors, for timber harvesters are subject to tax under the
extracting for hire B&O tax ((apen)) classification measured
by the gross income from those services. RCW 82.04.-

280((63))). ((Ferexample;apersonseveringtrees-owned-by-a

timber-harvester-is-performing-an-extracting-activity;-and-is
EEEEﬂﬁﬁlfﬁil;gﬂ E;m ;;EE;;{EE};&; ”hﬂs.f E;E to E}.*ESE set 1;.55
tax:))

Example 3. Tree Severing Corporation (TSC) is hired
by Timber Harvester to fell trees owned by Timber Har-
vester. TSC is performing an extracting activity, and is con-
sidered an extractor for hire with respect to those services.
TSC owes B&O tax under the extractor for hire tax classifi-
cation measured by its gross income from the services.

Extracting activities commonly performed by extractors
for hire include, but are not limited to:

(a) Cutting or severing trees;

(b) Logging road construction or maintenance;

(c) Activities related to and performed on timber-pro-
ducing property that are necessary and incidental to timber
operations, such as:

(1) Slash cleanup and burning;

(i1) Scarification;

(iii) Stream and pond cleaning or rebuilding;

(iv) Restoration of logging roadways to a natural state;

(v) Restoration of wildlife habitat; and
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(vi) Fire trail work.

(4) Processors for hire. Persons performing ((laber-er
mechanieal)) services as independent contractors for timber
harvesters during the manufacturing portion of a timber har-
vest operation are subject to tax under the processing for hire
B&O tax classification measured by the gross income from

those services. RCW 82.04.280(((3)—See-also-WAC458-20-
136-fermere)). For information regarding processors for hire

see WAC 458-20-136.(() Ferexample;apersen-delimbing
and-bucking severed-trees-at-the harvestsite-is-aproeeessorfor

porting))

Example 4. Tree Services Inc. (TSI) is hired to delimb
and buck severed trees at the harvest site by the owner of the
severed trees, the TTT Company. TSI is a processor for hire
and is subject to B&O tax under the processing for hire tax
classification. TTT then hires Chopper Services to transport
the logs by helicopter from where the logs were ((severed-te
alanding)) delimbed and bucked to a location from which the
logs will be transported to a mill ((is-generaly)). Under these
circumstances, Chopper Services is a processor for hire as the
manufacturing of the logs has started. However, if the manu-
facturing process on those logs ((has)) had not yet begun ((the
helieopter-operateris)) Chopper Services would be an
extractor for hire. In either case, the measure of tax is the
gross income from the services.

Persons performing processing for hire ((aetivities)) or
extracting for hire services for consumers must collect and

remit retail sales tax on those services unless otherwise
exempt by law.

(5) Hauling activities. Persons performing services for
timber harvesters are often required to haul logs by motor

vehicle from the harvest site ((exelusively-erinpart)) over

pubhc roads. The income attributable to this hauling activity

is subject to the public utility tax((—While-the-apprepriate-tax
rate-will-generally-be-the-metor-transpertationtaxrate; refer

and-elassifieations)) (PUT).

Effective August 1, 2015, RCW 82.16.020 provides a
reduced PUT rate for most log transportation businesses. A
"log transportation business" means the business of transport-
ing logs by truck, except when the transportation meets the
definition of urban transportation business or occurs exclu-
sively on private roads. RCW 82.16.010. The distinction
between motor and urban transportation is explained in WAC
458-20-180. If the hauling is exclusively performed over pri-
vate roads, the gross income from the transportation activity
is subject to tax under the service and other activities B&O
tax ((apphies—Forexample;)) classification, not the PUT.

Example 5. Hauler A hauls logs over private roads from
the harvest site to the transfer site((;atwhiek)) where the logs
are unloaded. Hauler B hauls these logs over both private and
public roads from the transfer site to a mill. The income
received by Hauler A is subject to tax under the service and
other activities B&O tax classification. The income received
by Hauler B is subject to the ((apprepriate-classifieation-of
the)) public utility tax.

(a) Subcontracting hauls to a third party. If the person
hired to haul logs by motor carrier subcontracts part or all of
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the hauling to a third party, the amount paid to the third party
1s subject to the ((&ppfepﬁ&te—taaeelrasﬁﬁe&&eﬂ—fer—fhe—h&u}-

a)) public utilitV tax if any part of the transportation per-
formed by the third party occurred on a public road, and is
subject to the B&O tax if the transportation occurred exclu-

sively on private roads. The person originally hired to haul
the logs by motor carrier may be entitled to claim the deduc-
tion for ((the-ameuntpatd-to-the-third-party may-be-elatmed

as)) jointly furnished services((-REW-8216-:0503)Thelaw
previdesne)) in computing its PUT liability. depending on

the circumstances. See WAC 458-20-179 for more informa-
tion on the PUT deduction for services furnished jointly. No

similar deduction ((ferhauls-subjeetto-theserviee-and-other
aetivities)) is available under the B&O tax.

(b) Hauls using own equipment. If the person hauls the
product using his or her own equipment, and has established
hauling rates that ((ke-er-she-pays)) are paid to third-parties
for comparable hauls, these rates may be used to establish the
measure of tax for the hauling activity. Otherwise, the mea-
sure of the tax should be all costs attributable to the hauling
activity including, but not limited to, the following costs rel-
ative to the hauling equipment: Depreciation; repair parts and
repair labor; and wages and benefits for employees or com-
pensation to contractors driving or maintaining the equip-
ment. If appropriate records are not maintained to document
these costs, the department will accept one-third of the gross
income derived from a contract for all labor or mechanical
services beginning with the cutting or severance of trees
through the hauling services as the measure of the tax under
the motor transportation ((tax)) PUT classification.

(c) Deduction for hauls to export facilities. Refer
((alse)) to subsection (13) ((belew)) of this rule for informa-
tion regarding the deduction available for certain log hauls to
export facilities.

(6) Common timber sale arrangements. Persons who
sell and/or take timber may ((ineur-either-a)) be subject to
various taxes including the B&O tax, timber excise((;-ef))

tax, and real estate excise tax ((labiity;—orpessiblybotha
B&Q—&Hd—a—ﬁmber—e*etse—t-aael-l-ab&ﬁ-y)) There are a number

of ways in which harvesting activities are conducted and tim-
ber is sold. The timing of the transfer of ownership of, or the
contractual right to sever, standing timber determines which
taxes are due and who is liable for remitting tax.
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The following examples briefly identify two common
types of timber sale arrangements and then state a conclusion
as to the taxes that apply. These examples are not an all-inclu-
sive list of the different types of timber sale arrangements, or

the variations that may occur. ((Fhis-infermationsheuld-enly
be-used-as-a-general-suide—The-taxresults-of other types-of

i -)) These examples presume that
the trees being harvested are not Christmas trees, and that no
participant is a federal, state, or local government entity.

(a) Example 6. Sale of standing timber (stumpage
sales). In this type of arrangement, Seller (landowner or other
owner of the rights to standing timber) sells standing timber
to Buyer. Buyer receives title to the timber from Seller before
it is severed from the stump. Buyer may hire Contractor to
perform the harvesting activity.

The tax consequences are:

(i) Seller is liable for real estate excise tax. A sale of real
property has occurred under RCW 82.45.060. Refer to chap-
ter 458-61 WAC for information on ((remitting)) the real
estate excise tax.

(i1) Buyer is liable for both timber excise tax and B&O
tax. Buyer is a "harvester" under RCW 84.33.035 and an
"extractor" under RCW 82.04.100 because Buyer "from the
... land of another under a right or license ... fells, cuts (sev-
ers), or takes timber for sale or for commercial or industrial
use." ((€))See subsection (2) of this rule.((3))

(iii) Contractor is liable for B&O tax and possibly public
utility tax because Contractor "is performing under contract
the necessary labor or mechanical services for the extractor/
harvester." ((€))See subsections (3), (4), and (5) of this
rule.((3))

(b) Example 7. Sale of harvested timber (logs). In this
type of sales transaction, Seller (landowner or other owner of
the rights to standing timber) hires Contractor to perform the
harvesting activity. Contractor obtains all the necessary cut-
ting permits, performs all of the harvesting activities from
severing the trees to delivering the logs for scaling, and
makes all the arrangements for the sale of the logs. Contrac-
tor, in effect, is performing the harvesting and marketing ser-
vices for Seller. Seller retains title to the logs until after they
are scaled, at which time title transfers to Buyer.

The tax consequences are:

(i) Seller is liable for both timber excise tax and B&O
tax. Seller is a "harvester" under RCW 84.33.035 and an
"extractor" under RCW 82.04.100 because Seller is "the per-
son who from the person's own land or from the land of
another under a right or license granted by lease or contract
... fells, cuts (severs), or takes timber for sale or for commer-
cial or industrial use." (())See subsection (2) of this rule.((}))

(ii) Contractor is liable for B&O tax and possibly public
utility tax because Contractor "is performing under contract
the necessary labor or mechanical services for the extractor/
harvester." ((€))See subsections (3), (4), and (5) of this
rule.((3))

(iii) There is no real estate excise tax liability because
there is no sale of real property under chapter 82.45 RCW.

(7) Equipment and supplies used in timber harvest
operations. The retail sales tax applies to all purchases of
equipment, component parts of equipment, and supplies by
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persons engaging in timber operations unless a specific
exemption applies. Purchases of fertilizer and spray materials
(e.g., pesticides) for use in the cultivating of timber are also
subject to the retail sales tax, unless purchased for resale as
tangible personal property. If the seller fails to collect the
appropriate retail sales tax, the buyer is required to remit the
retail sales tax (commonly referred to as "deferred retail sales
tax") or use tax directly to the department.

If a person using property in Washington incurs a use tax
liability, and prior to that use paid a retail sales or use tax on
the same property to another state or foreign country (or
political subdivision of either), that person may claim a credit
for those taxes against the Washington use tax liability.

(a) Exemption available for certain manufacturing
equipment. RCW 82.08.02565 and 82.12.02565 provide
((2)) retail sales and use tax exemptions for certain machinery
and equipment used by manufacturers. Persons engaged in
both extracting and manufacturing activities should refer to
WAC 458-20-13601 for an explanation of how these exemp-
tions may apply to them.

(b) Property manufactured for commercial use. Per-
sons manufacturing tangible personal property for commer-
cial or industrial use are subject to both the manufacturing
B&O tax and use ((taxesapen)) tax on the value of the prop-
erty manufactured, unless a specific exemption applies.
(((See-alse)) WAC 458-20-134 defines and provides infor-
mation on commercial or industrial use, and WAC 458-20-
112 ((en)) describes how to determine the value of prod-
ucts.((3)) If the person also extracts the product, ((the-extraet-
ing)) B&O tax is ((alse)) due under the extracting tax classi-
fication, and a MATC may be taken.

((Fer—exampte;)) Example 8. ABC Company severs
trees, manufactures the logs into lumber, and then uses the

lumber to construct an office building. The use of the lumber
by ABC in constructing its office building is a commercial or
industrial use. ABC is subject to tax under the extracting and
manufacturing B&O ((taxes)) tax classifications and may
claim a MATC. ABC is also responsible for remitting use tax
on the value of the lumber incorporated into the office build-
ing.

(8) Seeds and seedlings. Persons cultivating timber
often purchase or collect tree seeds that are raised into tree
seedlings. The growing of the seed may be performed by the
person cultivating timber, or through the use of a third-party
grower. In the case of a third-party grower, the seed is pro-
vided to the grower and tree seedlings are received back after
a specified growing period.

(a) Responsibility to remit retail sales or use tax. The
purchase of seeds or seedlings by a person cultivating timber
is subject to the retail sales tax. If the seller fails to collect
retail sales tax, the buyer must remit retail sales tax (com-
monly referred to as "deferred sales tax") or use tax, unless
otherwise exempt by law. The use of seed collected by a per-
son cultivating timber is subject to use tax. In the case of seed
provided to third-party growers in Washington, the seed
owner, and not the third-party grower, incurs any use tax lia-
bility ((epen)) on the value of the seed. The value of seed-
lings brought into and used in Washington is subject to the
use tax, unless retail sales or use tax was previously paid on
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the seedlings or on the seed from which the seedlings were
grown.

(b) Limited sales and use tax exemptions for conifer
seeds. ((Chapter129;Eaws-of2004;)) RCW 82.08.850 and
82.12.850 provide((s)) retail sales and use tax exemptions for
certain sales ((andt))or uses of conifer seeds. A deferral
mechanism is also available if the buyer cannot at the time of
purchase determine whether the purchase is ((#-whele-or-in
part)) eligible for the sales tax exemption.

(i) Retail sales tax exemption. Retail sales tax does not
apply to the sale of conifer seed that is immediately placed
into freezer storage operated by the seller if the seed is to be
used for growing timber outside Washington. This exemption
also applies to the sale of conifer seed to an Indian tribe or
member and is to be used for growing timber in Indian coun-
try, again only if the seed is immediately placed into freezer
storage operated by the seller. For the purposes of this
exemption, "Indian country" has the meaning given in RCW
82.24.010.

This exemption applies only if the buyer provides the
seller with an exemption certificate in a form and manner pre-
scribed by the department. The seller must retain a copy of
the certificate to substantiate the exempt nature of these sales.

(i1) Deferring payment of retail sales tax if unable to
determine whether purchase qualifies for the retail sales
tax exemption. If a buyer of conifer seed is normally
engaged in growing timber both within and outside Washing-
ton and is not able to determine at the time of purchase
whether the seed acquired, or the seedlings germinated from
the seed acquired, will be used for growing timber within or
outside Washington, the buyer may defer payment of the
sales tax until it is determined that the seed, or seedlings ger-
minated from the seed, will be planted for growing timber in
Washington. A buyer that does not pay sales tax on the pur-
chase of conifer seed and subsequently determines that the
sale did not qualify for the tax exemption must remit to the
department the amount of sales tax that would have been paid
at the time of purchase. It is important to note that the sales
tax liability may be deferred only if the seller immediately
places the conifer seed into freezer storage operated by the
seller.

(iii) Tax paid at source deduction. A buyer who pays
retail sales tax on the purchase of conifer seed and subse-
quently determines that the sale qualifies for ((this)) the tax
((exemptien)) paid at source deduction may claim a ((tax
patd-at-seuree)) deduction on ((the-buyer's)) its excise tax
return. The deduction is allowed only if the buyer keeps and
preserves records that show from whom the seed was pur-
chased, the date of the purchase, the amount of the purchase,
and the tax that was paid.

(iv) Use tax exemption. Use tax does not apply to the
use of conifer seed to grow seedlings if the seedlings are
grown by a person other than the owner of the seed. This
exemption applies only if the seedlings will be used for grow-
ing timber outside Washington, or if the owner of the conifer
seed is an Indian tribe or member and the seedlings will be
used for growing timber in Indian country. If the owner of the
conifer seed is not able to determine at the time the seed is
used in a growing process whether the use of the seed quali-
fies for this exemption, the owner may defer payment of the
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use tax until it is determined that the seedlings will be planted
for growing timber in Washington. For the purposes of this
exemption, "Indian country” has the meaning given in RCW
82.24.010.

(9) Activities ((and$))or income incidental to timber
operations. The following activities or income, and the
applicable tax classifications are often associated with timber
operations. These tax-reporting requirements apply even if
these activities are incidental to the person's primary business
activity.

(a) Taking other natural products from timberland.
The ((taking)) value of natural products such as boughs,
mushrooms, seeds, and cones taken for sale or commercial or
industrial use is subject to the tax under the extracting B&O
tax classification. The sale of these products is subject to
B&O tax under the wholesaling or retailing ((B&0)) tax clas-
sification, as the case may be. Persons both extracting and
selling natural products should refer to WAC 458-20-19301
((Multiple-aetivitiestax—eredit))) for an explanation of the
MATC reporting requirements. The retail sales tax applies to
sales to consumers, unless a specific exemption applies.

(b) Timber -cruising, scaling, and access fees.
((Shargesfor)) Gross income from timber cruising, scaling
services, and ((te-allew)) allowing others to use private roads
((are)) is subject to tax under the service and other activities
B&O tax classification. This tax classification also applies to
access fees for activities such as hunting, taking firewood,
bough cutting, mushroom picking, or grazing. Charges to
allow a person to take an identified quantity of tangible per-
sonal property are considered sales of that property ((€)). See
subsection (9)(d) ((belew?)) of this rule.

(c) Planting, thinning, and spraying. The service and
other activities B&O tax applies to the gross proceeds of sale
received for planting trees or other vegetation, precommer-
cial thinning, and spraying or applying fertilizers, pesticides,
or herbicides.

(d) Sales of firewood and Christmas trees. Sales of
firewood, Christmas trees, and other tangible personal prop-
erty are either wholesale (subject to B&O tax under the
wholesaling ((B&0)) tax classification) or retail (subject to
B&O tax under the retailing ((B&©)) tax classification and
also to retail sales ((taxes)) tax) sales, depending on the

nature of the transaction. (((—See—\%%%%—%@-l—@%—fef—aﬂ

sa}es—))) These sales are often made in the nature of charges
allowing the buyer to select and take an identified quantity of
the property (e.g., six cords of firewood or two Christmas
trees).

(e) Unloading logs from logging trucks. Gross income
from the unloading of logs from logging trucks onto rail cars
at transfer points is subject to the retailing B&O and retail
sales taxes when the activity is a rental of equipment with
operator. RCW 82.04.050. (((See-also-WALC458-20-2H))
For more information regarding the rental of equipment with
an operator see WAC 458-20-211.((3)) If this activity is not a
rental of equipment with operator, gross income from the
activity is subject to tax under the service and other activities
B&O tax classification. The income from unloading of logs
from logging trucks is subject to tax under the stevedoring
B&O tax classification if performed at an export facility as a
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part of or to await future movement in waterborne export.
(((See-alsoWAEC458-20-193Dforadditienal)) For tax-
reporting information regarding services associated with
interstate or foreign commerce see WAC 458-20-193D.((3))

(f) Transporting logs by water. Gross income received
for transporting logs by water (e.g., log booming and rafting)
or log patrols is subject to tax under the "other public service
business" classification of the public utility tax.

This tax classification applies to the gross income from
this activity even if the person segregates a charge for boom-
sticks used while transporting the logs. In many cases logs
will be towed to a location specified by the customer for stor-
age. Any charges for boomsticks while the logs are stored are
rentals of tangible personal property and subject to the tax
under the retailing B&O tax classification and retail sales tax
if to a consumer. (((See-alse-WAC458-20-2Hfermere)) For
information regarding the rental of tangible personal property
see WAC 458-20-211.((9))

(g) Export sorting yard operations. Export sorting
yard operations generally consist of multiple activities. These
activities can include, but are not necessarily limited to, ser-
vices such as weighing, tagging, banding, appraising, and
sorting of logs. Other incidental activities, such as the
debarking, removal of imperfections such as crooks, knots,
splits, and seams, and trimming of log ends to remove
defects, are also performed as needed. Income received by
persons performing the export sorting yard activities as iden-
tified in this subsection is subject to tax under the service and
other activities B&O tax classification.

(10) Harvesting Christmas trees. Persons growing,
producing, or harvesting Christmas trees are either farmers or
extractors under the law, as explained below. Activities gen-
erally associated with the harvesting of Christmas trees, such
as cutting, trimming, shearing, and bailing (packaging) are
not manufacturing activities because they are not the "cut-
ting, delimbing, and measuring of felled, cut, or taken trees"
under RCW 82.04.120.

(a) Plantation Christmas tree operations. Persons
growing or producing plantation Christmas trees on their own
lands or ((apen)) on lands in which they have a present right
of possession are farmers. RCW 82.04.213. Plantation
Christmas trees are Christmas trees that are exempt from the
timber excise tax under RCW 84.33.170. This requires that
the Christmas trees be grown on land prepared by intensive
cultivation and tilling, such as irrigating, plowing, or turning
over the soil, and on which all unwanted plant growth is con-
trolled continuously for the exclusive purpose of raising
Christmas trees. RCW 82.04.035((84-33-176;)) and 84.33.-
035.

(1) Gross income from wholesale sales of plantation
Christmas trees by farmers ((are)) is exempt from B&O tax.
RCW 82.04.330. Gross income from retail sales of plantation
Christmas trees by farmers ((are)) is subject to the retailing
B&O tax and to retail sales ((taxes—See-alse-WALC458-20-
240-)) tax. For information on sales of agricultural products
by farmers((3)) see WAC 458-20-210.

(i1) Farmers growing or producing plantation Christmas
trees may purchase seeds, seedlings, fertilizer, and spray
materials at wholesale. RCW 82.04.050 and 82.04.060. ((See
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iats—and-ot) b1 ] orf
se)7))

(iii) Persons performing cultivation or harvesting ser-
vices for farmers are generally subject to the service and
other activities B&O tax ((#per)) on the gross income from
those services. See ((alse)) WAC 458-20-209 ((€))for infor-
mation on farming for hire and horticultural services per-
formed for farmers((3)).

(b) Other Christmas tree operations. Persons who
either directly or by contracting with others for the necessary
labor or mechanical services fell, cut, or take Christmas trees
other than plantation Christmas trees are extractors. RCW
82.04.100. The tax-reporting instructions regarding extract-
ing and extracting for hire activities provided elsewhere in
this rule apply.

(11) Timber harvest operations in conjunction with
other land clearing or construction activities. Persons
sometimes engage in timber harvest operations in conjunc-
tion with the clearing of land for ((and/er)) the construction
of residential communities, golf courses, parks, or other
development. In such cases, these persons are engaging in
separate business activities, and income from each ((ef
whieh)) may be subject to different tax liabilities. Income
attributable to the timber harvest operations is subject to tax
under the tax classifications as described elsewhere in this
rule. Income attributable to the clearing of land for ((and/er))
the construction of the residential community, golf course,
park, or other development is subject to the wholesaling,
retailing, retail sales, or public road construction ((taxes)) tax,
as the case may be. Refer to WAC 458-20-170, 458-20-171,
and((%er)) 458-20-172 for tax-reporting information regard-
ing these construction activities. Persons performing land-
scape and horticultural services such as cutting ((and#))or
trimming trees after the land is developed should refer to
WAC 458-20-226 (((zandseape-and-horticultural-serviees))).

(12) Logging road construction and maintenance.
Constructing or maintaining logging roads (whether active or
inactive) is considered an extracting activity. Income derived
from this activity is subject to the extracting or extracting for
hire B&O tax, as the case may be. This income is not subject
to the retail sales tax. A person constructing or maintaining a
logging road is a consumer of all materials incorporated into
the logging road. The purchase ((ard/))or use of these mate-
rials is subject to either the retail sales or use tax.

(a) Logging road materials provided without charge.
Landowners/timber harvesters may provide materials (e.g.,
crushed rock) without charge to persons constructing or
maintaining logging roads. In such cases, while both the per-
son providing the materials without charge and the person
applying the materials to the road are consumers under the
law, tax is due only once on the value of the materials. The
person constructing or maintaining the roads is responsible
for remitting use tax on the value of the materials, unless that
person documents that the landowner ((and#))or timber har-
vester previously remitted the appropriate retail sales or use
tax.

Alternatively, the person may take a written statement
from the landowner/timber harvester certifying that the land-
owner/timber harvester has remitted (for past periods) and/or
will remit (for future periods) all applicable retail sales or use
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taxes due on materials provided without charge. This state-
ment must identify the period of time, not to exceed four
years, for which it is effective. The statement must identify
the landowner/timber harvester's tax reporting account num-
ber and must be signed by a person who is authorized to make
such a representation.

(b) Extracted ((ard#))or manufactured logging road
materials. Persons constructing or maintaining logging roads
are subject to the B&O and use taxes on the value of applied
materials they extract ((and/))or manufacture from private
pits, quarries, or other locations. The measure of tax is the
value of the extracted or manufactured products, as the case
may be. See WAC 458-20-112 for additional information
regarding how to determine the "value of products."

(1) If the person either directly or by contracting with
others extracts and crushes, washes, screens, or blends mate-
rials to be incorporated into the road, ((extraeting)) B&O tax
under the extracting classification is due on the value of the
extracted product before any manufacturing. ((Fhe-manufae-
taring)) B&O tax under the manufacturing classification, and
use ((taxes)) tax are also due upon the value of manufactured
product. If the "cost basis" is the appropriate method for
determining the value of products under WAC 458-20-112,
this value includes the cost of transportation to a processing
point, but does not include any transportation from the pro-
cessing point to the road site. A MATC may be taken
((ander)) when computing the B&O tax ((elassifteation)) as
explained in WAC 458-20-19301.

(i1) In the case of fill dirt, sand, gravel, or rock that is
extracted from a location away from the logging road site, but
not further processed, ((extraeting)) B&O tax under the
extracting classification, and use ((taxes)) tax are due upon
the value of the extracted product. If the "cost of production
basis" is the appropriate method for determining the value of
products under WAC 458-20-112, this value does not include
transportation costs to the road site.

(iii) The mere severance of fill dirt, sand, gravel, or rock
from outcroppings at the side of a logging road for placement
in the road is a part of the logging road construction or main-
tenance activity. The person incorporating these materials
into the road does not incur ((an-extracting-and/oruse)) a tax
liability ((with-respeette)) for either the extracting or the use
of these materials.

(13) Deduction for hauling logs to export yards. RCW
82.16.050 provides a public utility tax deduction for amounts
derived from the transportation of commodities from points
of origin within this state to an export elevator, wharf, dock,
or shipside ("export facility") on tidewater or navigable trib-
utaries of tidewaters. The commodities must be forwarded
from the facility, without intervening transportation, by ves-
sel and in their original form, to an interstate or foreign desti-
nation. No deduction is allowed when the point of origin and
the point of delivery are located within the corporate limits of
the same city or town.

(a) Conditions for deduction. This deduction is avail-
able only to the person making the last haul, not including
hauls within the export facility, before the logs are put on the
ship. This deduction is not available if the haul starts in the
same city or town where the export facility is located.
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The deduction is available only if:

(i) The logs eventually go by vessel to another state or
country; and

(i) The form of the logs does not change between the
time the logs are delivered to the export facility and the time
the logs are put on the ship. The mere removal of bark from
the logs (debarking) ((and#))or the incidental removal of
imperfections (see subsection (9)(g), ((abeve)) of this rule)
while the logs are at the export facility is not itself a manufac-
turing activity, nor does it result in a change in the "original
form" of the logs as contemplated by RCW 82.16.050.

(b) Documentation requirements for deduction. The
log hauler must prove entitlement to the deduction. Delivery
tickets that show delivery to an export facility are not, alone,
sufficient proof. A certificate from the export facility opera-
tor is acceptable additional proof if it is substantially in the
following form. Rather than a certificate covering each haul,
a "blanket certificate" may be used for a one-year period of
time if no significant changes in operation will occur within
this period of time.

Exemption certificate for logs delivered to an export facil-
ity
The undersigned export facility operator hereby certifies:

That percentage or more of all logs hauled to the
storage facilities at , the same located on tidewater
or navigable tributaries thereto, will be shipped by vessel
directly to an out-of-state or foreign destination and the fol-
lowing conditions will be met:

1. The logs will not go through a process to change the
form of the logs before shipment to another state or
country.

2. There will be no intervening transportation of these
logs from the time of receipt at the export facility until
loaded on the vessel for the interstate or foreign jour-
ney.

Trucking Firm

Trucking Firm Address
Trucking Firm UBI#
Export Facility Operator
Operator UBI#

Person Giving Statement

Title of Person Giving Statement

(c) Examples. The following examples identify a num-
ber of facts and then state a conclusion regarding the deduct-
ibility of income derived from hauling logs to export facili-
ties. Unless specifically provided otherwise, presume that the
logs are shipped directly to another country from the export

facility. ((Fhese-examplesshould-beused-only-asa—general
- de T} tts of other sitiai bed nod

afterareview-of all-of the-factsand-eireumstanees:))

(1) Example 9. Logs are hauled from the harvest site to
an export facility. While the bark will be removed from fifty
percent of the logs, no other processing takes place. Because
the mere removal of bark is not considered a change in the



Washington State Register, Issue 15-21

form of the logs, the export facility may provide a certificate
in the above form indicating that all logs at this facility will
ultimately be shipped to another country. The hauler may
then claim a deduction for one hundred percent of this haul.

(i1) Example 10. Logs are hauled from the harvest site to
an export sorting area. At this location further sorting takes
place and eighty percent of the logs are hauled approximately
one mile on public roads to shipside and shipped to another
country. The other twenty percent of the logs are sold to local
sawmills. The haul to the sorting yard is subject to tax
because there is another haul from the sorting yard to ship-
side. It is immaterial that the hauler may be paid based on an
"export" rate.

The haul from the sorting yard to shipside is deductible
if it does not start and end within the corporate limits of the
same city or town, and the hauler obtains the appropriate
exemption certificate. The haul to the local sawmills is not
deductible.

(iii) Example 11. Logs are hauled from the harvest site
to an export facility. The hauler is aware that all logs will
need to be hauled a distance of approximately one-half mile
across the export facility yard to reach the ship when it
arrives at the dock. The dock is located next to the export
facility. The hauler may take the deduction, provided the
appropriate exemption certificate is obtained. Movement of
the logs within the export facility is not an intervening haul.

(14) Small timber harvesters - Business and occupa-
tion tax exemption. RCW 82.04.333 provides a limited
exemption from B&O tax for small harvesters ((whese-valae

of produet-harvested;,grossproceeds—oflogsales;-orgross

income-ofthe timberharvesting businessisless-than-ene hun-
dred-theusand-delarsper-year)). A small harvester may take
a deduction for an amount not to exceed one hundred thou-

sand dollars per tax year from the gross receipts or value of
products proceeding or accruing from timber harvested. A
deduction may not reduce the amount of tax due to less than

Z€ro.

073)) means every person who from his or her own land or
from the land of another under a right or license granted by
lease or contract, either directly or by contracting with others
for the necessary labor or mechanical services, fells, cuts, or
takes timber for sale or for commercial or industrial use in an
amount not exceeding two million board feet in a calendar
year. When the United States or any instrumentality thereof,
the state, including its departments and institutions and polit-
ical subdivisions, or any municipal corporation therein so
fells, cuts, or takes timber for sale or for commercial or indus-

trial use, not exceeding these amounts, the small harvester is
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the first person other than the United States or any instrumen-
tality thereof, the state, including its departments and institu-
tions and political subdivisions, or any municipal corporation
therein, who acquires title to or a possessory interest in the
timber. Small harvester does not include persons performing
under contract the necessary labor or mechanical services for
a harvester, and it does not include the harvesters of Christ-
mas trees or short-rotation hardwoods. RCW 84.33.035.

(a) Registration - Tax return. A person whose only
business activity is as a small harvester of timber and whose
gross income in a calendar year from the harvesting of timber
is less than one hundred thousand dollars, is not required to
register with the department for B&O tax purposes. This per-
son must nonetheless register with the forest tax division of
the department for payment of the timber excise tax. ((€))See
((alse)) chapters 84.33 RCW and 458-40 WAC for more
information regarding the timber excise tax.((}))

An unregistered small harvester of timber is required to
register with the department for B&O tax purposes in the
month when the gross proceeds received during a calendar
year from the timber harvested exceed the exempt amount.
The harvester must then file and report on ((&)) an excise tax
return all proceeds received during the calendar year to the
time when the filing of ((a)) the excise tax return is required.

(b) Examples. ((Fhefellowingexamplesidentifyranum-
ber-of-facts—and-thenstate-a—concluston—These-examples
shouwld-beused-enly-as—ageneral-guide—Thetaxresults-of
and-etreumstanees:)) In each ((example)) of the following
examples, the harvester must register with the department's
forest tax division for the payment of timber excise tax, and
must report under the appropriate tax classifications as
described above in this rule.

(1) Example 12. A small harvester not currently regis-
tered with the department for B&O tax purposes harvests
timber in June and again in August, receiving fifty thousand
dollars in June and two hundred thousand dollars in August
from the sale of the logs harvested.

B&O tax is due on the entire two hundred fifty thousand
dollars received from the sale of logs. The small harvester
must register with the department in August when the
receipts from the timber harvesting business exceed the one
hundred thousand dollars exemption amount. ((A)) An excise
tax return is to be filed in the appropriate period as provided
in WAC 458-20-22801.

(ii)) Example 13. A person is primarily engaged in
another business that is currently registered with the depart-
ment for B&O tax purposes and has monthly receipts of two
hundred fifty thousand dollars. The person is a small har-
vester ((under REW-84-33-073)) as defined in RCW 84.33 .-
035 and receives sixty thousand dollars from the sale of the
timber harvested.

B&O tax remains due on two hundred fifty thousand dol-
lars from the other business activities. The sixty thousand
dollars received from the sale of logs is exempt and is not
reported on the person's ((eembined)) excise tax return. The
exemption applies to the activity of harvesting timber and
receipts from the sale of logs are not combined with the
receipts from other business activities to make the sale of logs
taxable.

Expedited
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(iii)) Example 14. A small harvester not otherwise regis-
tered with the department for B&O tax purposes contracts
with a logging company to provide the labor and mechanical
services of the harvesting. The small harvester is to receive
sixty percent and the logging company forty percent of the
log sale proceeds. The log purchaser pays two hundred fifty
thousand dollars for the logs during the calendar year, paying
one hundred fifty thousand dollars to the small harvester and
one hundred thousand dollars to the logging company.

For the small harvester, B&O tax is due on the entire two
hundred fifty thousand dollars paid for the logs. The small
harvester is taxed upon the gross sales price of the logs with-
out deduction for the amount paid to the logging company.
RCW 82.04.070. The small harvester must register with the
department for B&O tax purposes in the month when, for the
calendar year, the proceeds from all timber harvested exceed
one hundred thousand dollars. The logging company is taxed
on the one hundred thousand dollars it received under the
appropriate business tax classification(s). The logging com-
pany is not a small harvester as defined in RCW ((84-33--
073)) 84.33.035.

WSR 15-21-040
EXPEDITED RULES
FREIGHT MOBILITY
STRATEGIC INVESTMENT BOARD
[Filed October 16, 2015, 8:34 a.m.]

Title of Rule and Other Identifying Information: WAC
226-01-050 Address of board, the freight mobility strategic
investment board has relocated from 1063 Capitol Way,
Room 201, P.O. Box 40965, Olympia, WA 98504-0965 to
505 Union Avenue S.E., Suite 350, P.O. Box 40965, Olym-
pia, WA 98504-0965.

NOTICE

THIS RULE IS BEING PROPOSED UNDER AN
EXPEDITED RULE-MAKING PROCESS THAT WILL
ELIMINATE THE NEED FOR THE AGENCY TO HOLD
PUBLIC HEARINGS, PREPARE A SMALL BUSINESS
ECONOMIC IMPACT STATEMENT, OR PROVIDE
RESPONSES TO THE CRITERIA FOR A SIGNIFICANT
LEGISLATIVE RULE. IF YOU OBJECT TO THIS USE OF
THE EXPEDITED RULE-MAKING PROCESS, YOU
MUST EXPRESS YOUR OBJECTIONS IN WRITING
AND THEY MUST BE SENT TO Ashley Probart, Freight
Mobility Strategic Investment [Board], P.O. Box 40965,
Olympia, WA 98504-0965, AND RECEIVED BY December
21, 2015.

Purpose of the Proposal and Its Anticipated Effects,
Including Any Changes in Existing Rules: The freight mobil-
ity strategic investment board has relocated to 505 Union
Avenue S.E., Suite 350, P.O. Box 40965, Olympia, WA
98504-0965.

The proposed rule change is to reflect the agency's new
physical location.

Statutory Authority for Adoption: Chapter 47.06A
RCW.

Expedited

Washington State Register, Issue 15-21

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

Name of Proponent: Ashley Probart, executive director,
freight mobility strategic investment board, governmental.

Name of Agency Personnel Responsible for Drafting,
Implementation, and Enforcement: Ashley Probart, 505
Union Avenue S.E., Olympia, WA 98504, (360) 586-9695.

October 15, 2015
Ashley Probart
Executive Director

AMENDATORY SECTION (Amending WSR 02-08-076,
filed 4/3/02, effective 5/4/02)

WAC 226-01-050 Address of board. Persons wishing
to obtain information or to make submissions or requests of
any kind shall address their correspondence to:

Executive Director,

Freight Mobility Strategic Investment Board
((Ho63Capitel-Way, Reom261))

505 Union Avenue S.E., Suite 350

Post Office Box 40965

Olympia, Washington 98504-0965

WSR 15-21-074
WITHDRAWL OF
EXPEDITED RULE MAKING
HEALTH CARE AUTHORITY
[Filed October 20, 2015, 12:08 p.m.]

The health care authority requests withdrawal of the
notice of proposed [expedited] rule making filed as WSR 15-
09-059, distributed in the 15-09 state register, regarding
WAC 182-504-0005.

Wendy Barcus
Rules Coordinator



