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Do NOT use for expedited rule making WSR 24-09-052

Agency: Department of Revenue

Original Notice
1 Supplemental Notice to WSR
UJ Continuance of WSR

Preproposal Statement of Inquiry was filed as WSR 23-06-074 ; or

1 Expedited Rule Making--Proposed notice was filedas WSR _____; or
[ Proposal is exempt under RCW 34.05.310(4) or 34.05.330(1); or

[ Proposal is exempt under RCW ___ .

Title of rule and other identifying information: (describe subject) WAC 458-20-13501 — Timber harvest operations.

Hearing location(s):

Date: Time: Location: (be specific) Comment:
May 21, 2024 10:00am |This meeting will be conducted |Please contact Cathy Holder at CathyH@dor.wa.gov
over the internet/telephone. for login/dial-in information.
Date of intended adoption: July 1, 2024 (Note: This is NOT the effective date)
Submit written comments to: Assistance for persons with disabilities:
Name: Tiffany Do Contact Julie King
Address: PO Box 47453, Olympia, WA 98504-7453 Phone: 360-704-5733
Email: tiffanyd@dor.wa.gov Fax:
Fax: 360-534-1606 TTY: 800-833-6384
Other: (360) 534-1558 Email:
By (date) May 31, 2024 Other:
By (date) _

Purpose of the proposal and its anticipated effects, including any changes in existing rules: The purpose of the
proposal is to update WAC 458-20-13501 (Rule 13501) to provide general guidance on the various types of taxes applied to
a variety of business activities involving timber harvesting operations, and the filing and reporting obligations of a timber
harvester as well as of a “small harvester” as defined in RCW 84.33.035. The proposed amendments include additional
examples to clarify the tax implications of various types of transactions, including the two common types of standing timber
sales.

Reasons supporting proposal: Since amending Rule 13501 in 2019 to recognize Sec. 4 of E3SHB (Ch. 336, Laws of
2019), the Department finds it necessary to provide further guidance on the types of taxes that a timber harvester, a small
harvester, and a contractor providing necessary mechanical and labor services to timber harvest operations must report.
Additionally, the Department received public comments requesting clarification on the activities that constitute “manufacturing
activity” with respect to timber harvesting, and on sales and use tax exemption eligibility for machinery and equipment used in
timber harvest operations. The Department also received requests to add examples to Rule 13501 with tax implications for
two common types of standing timber sales — one subject to B&O tax with no real estate excise tax implications, and one
subject to real estate excise tax with no B&O tax implications. The Department is proposing additional guidance and
examples to Rule 13501 based on stakeholder feedback.

Statutory authority for adoption: RCW 82.01.060; RCW 82.32.300

Statute being implemented: RCW 82.04.260(12), 82.04.333, 82.04.440, 82.16.020, 82.45.010(1), 82.45.195, 84.33.035

Is rule necessary because of a:

Federal Law? ] Yes No
Federal Court Decision? ] Yes No
State Court Decision? O Yes No

If yes, CITATION:
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Agency comments or recommendations, if any, as to statutory language, implementation, enforcement, and fiscal
matters: None

Type of proponent: [ Private [ Public X Governmental
Name of proponent: (person or organization) Department of Revenue

Name of agency personnel responsible for:

Name Office Location Phone
Drafting: Tiffany Do 6400 Linderson Way SW, Tumwater, WA (360) 534-1558
Implementation:  Heidi Geathers 6400 Linderson Way SW, Tumwater, WA (360) 534-1615
Enforcement: Heidi Geathers 6400 Linderson Way SW, Tumwater, WA (360) 534-1615
Is a school district fiscal impact statement required under RCW 28A.305.135? O Yes No

If yes, insert statement here:

The public may obtain a copy of the school district fiscal impact statement by contacting:

Name:

Address:

Phone:

Fax:

TTY:

Email:

Other:

Is a cost-benefit analysis required under RCW 34.05.3287

J Yes: A preliminary cost-benefit analysis may be obtained by contacting:
Name:
Address:
Phone:
Fax:
TTY:
Email:
Other:

No: Please explain: This rule is not a significant legislative rule as defined by RCW 34.05.328

Regulatory Fairness Act and Small Business Economic Impact Statement
Note: The Governor's Office for Regulatory Innovation and Assistance (ORIA) provides support in completing this part.

(1) Identification of exemptions:

This rule proposal, or portions of the proposal, may be exempt from requirements of the Regulatory Fairness Act (see
chapter 19.85 RCW). For additional information on exemptions, consult the exemption guide published by ORIA. Please
check the box for any applicable exemption(s):

[ This rule proposal, or portions of the proposal, is exempt under RCW 19.85.061 because this rule making is being
adopted solely to conform and/or comply with federal statute or regulations. Please cite the specific federal statute or
regulation this rule is being adopted to conform or comply with, and describe the consequences to the state if the rule is not
adopted.

Citation and description:

1 This rule proposal, or portions of the proposal, is exempt because the agency has completed the pilot rule process
defined by RCW 34.05.313 before filing the notice of this proposed rule.

[ This rule proposal, or portions of the proposal, is exempt under the provisions of RCW 15.65.570(2) because it was
adopted by a referendum.
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https://apps.leg.wa.gov/rcw/default.aspx?cite=28A.305.135
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.328
https://www.oria.wa.gov/site/alias__oria/934/Regulatory-Fairness-Act-Support.aspx
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85&full=true
https://www.oria.wa.gov/Portals/_oria/VersionedDocuments/RFA/Regulatory_Fairness_Act/RFA-Exemptions.docx
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85.061
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.313
https://apps.leg.wa.gov/rcw/default.aspx?cite=15.65.570

I This rule proposal, or portions of the proposal, is exempt under RCW 19.85.025(3). Check all that apply:

O RCW 34.05.310 (4)(b) O RCW 34.05.310 (4)(e)
(Internal government operations) (Dictated by statute)
O RCW 34.05.310 (4)(c) O RCW 34.05.310 (4)(f)
(Incorporation by reference) (Set or adjust fees)
O RCW 34.05.310 (4)(d) O RCW 34.05.310 (4)(9)
(Correct or clarify language) ((i) Relating to agency hearings; or (ii) process
requirements for applying to an agency for a license
or permit)

LI This rule proposal, or portions of the proposal, is exempt under RCW 19.85.025(4) (does not affect small businesses).
LI This rule proposal, or portions of the proposal, is exempt under RCW
Explanation of how the above exemption(s) applies to the proposed rule:

(2) Scope of exemptions: Check one.

LI The rule proposal is fully exempt (skip section 3). Exemptions identified above apply to all portions of the rule proposal.
LI The rule proposal is partially exempt (complete section 3). The exemptions identified above apply to portions of the rule
proposal, but less than the entire rule proposal. Provide details here (consider using this template from ORIA):

The rule proposal is not exempt (complete section 3). No exemptions were identified above.

(3) Small business economic impact statement: Complete this section if any portion is not exempt.

If any portion of the proposed rule is not exempt, does it impose more-than-minor costs (as defined by RCW 19.85.020(2))
on businesses?

No  Briefly summarize the agency’s minor cost analysis and how the agency determined the proposed rule did not
impose more-than-minor costs. The proposed rule does not impose more than minor costs on businesses, as it does not
propose any new requirements not already provided for in statute. The proposed rule does not impose fees, filing
requirements, or recordkeeping guidelines that are not already established in statute.

LI Yes Calculations show the rule proposal likely imposes more-than-minor cost to businesses and a small business
economic impact statement is required. Insert the required small business economic impact statement here:

The public may obtain a copy of the small business economic impact statement or the detailed cost calculations by
contacting:

Name:
Address:
Phone:
Fax:
TTY:
Email:
Other:

Date: April 15, 2024 Signature:

Name: Brenton Madison éfm

Title: Rules Coordinator
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https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85.025
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85.025
https://www.oria.wa.gov/RFA-Exemption-Table

Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

AMENDATORY SECTION (Amending WSR 20-02-058, filed 12/24/19, effective
1/24/20)

WAC 458-20-13501 Timber harvest operations. (1) Introduction.
Timber harvest operations generally consist of a variety of ((eiffer—

ernt)) activities. ((Fhese—aetivities may be—subieet—+e)) Depending on

the nature of the activity, different tax types and tax rates ((e®
elassifieations—under)) may apply, such as the business and occupation

(B&O) tax, (( )) public utility tax((+—depending—on—the nature—of
the—aetivity) ‘UT) retail sales tax, use tax, real estate excise

ber harvest excise tax (timber excise tax). See
82.12, 82.16, 82.45, and 84.33 RCW.

ThlS rule explains the application of the
¥)) B&0O tax, PUT, retail
o) persons performlng activities associated with
ons, aincluding timber harvesters, manufacturers
extractors for hire, processors for hire,
onsumers of tangible personal property

\ t operatlons In addition, this rule
82.16.050 for the i tatlon
applles to the tpransp on o

f commodltles to an export facility
ogs

PUT deduction provided by RCW

and provides details on how
or small timber harvesters ((ap—

to aDDlV the B&O tax e 0

(b)  ((&
+h 1o e + foroat
CITT 1S5 [ S 12 =) Ay [ SN S WS U
+ PRPANES SN TN PP SR I NP —~
ey N2 P i PN @ R S A § oo C IV 1ITCTIT =) L .
+i+eons+)) Other rules that may be re

(i) Persons engaged in timber 1 s should refer to
the following rules for additional in i
((r)) (A) WAC 458-20-135 Extra
((=+r)) (B) WAC 458-20-136 M

fabricating;
((H4++r)) (C) WAC 458-20-13601 M ssors for
hire—Sales and use tax exemption for m ' ' )) .
((5=)) (ii1) Persons engaged in timber harvesting acti Les may

be subiject to the timber excise tax or REET. This rule doe
either of those taxes in detail. For more information on
tax and REET, readers should refer to:

(A) Chapter 458-40 WAC Taxation of forest land an

(()) (B) Chapter 458-61A WAC Real estate exc]

(iii) Persons cultivating short-rotation hard are considered
farmers. "Short-rotation hardwoods" are hardwood trees, such as hybrid
cottonwoods, cultivated by agricultural methods 1in growing cycles
shorter than 15 vears. RCW 84.33.035. For tax-reporting information
for farmers and persons selling property to, or performing horticul-
tural service for, farmers, readers should refer to:

(A) WAC 458-20-209 Farming for hire and horticultural services
performed for farmers; and

(B) WAC 458-20-210 Sales of tangible personal property for farm-
ing—Sales of agricultural products by farmers.

(c) Examples. This rule contains examples that identify a number
of facts and then state a conclusion. The examples should be used only
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

as a general guide. The tax results of other situations must be deter-
mined after a review of all the facts and circumstances.

Doyrann o
. L T1LoUYUllo
S * m - a a S

: 3= =) )

(2) Timbergharvesters. Timber harvesters may engage in a variety
of business a ities ((that—reguire—them+to—report)), each sublject
to differen axX_reporting and collection obligations, including B&O
tax under acting, manufacturing, wholesaling, or retailing
( (B&6 & i ations; retail sales tax; and use tax. Timber
harves 2 £v)) are eligible for preferential B&O tax rates
business activities until July 1, 2045. RCW

£ 1o
- .Lu.),

a
1
Ay
G O &

- (a) Definition of "harvest-
er." With respect to ti rvester" means, every person
who, from the person's own the 1land of another under a
right or license granted by ease tract, gither directly or by
contracting with others for the nececeS§sar lab mechanical serv-
ices, fells, cuts, or takes timber sale ommercial or in-
dustrial use. RCW 84.33.035.

(1) When a government entity,
strumentality thereof; the state, in i
tutions and political subdivisions; any icipal
fells, cuts, or takes timber for sale @r for com cial or dustrial
use, the first person other than that government entity who quires
title to or possessory interest in the timber is considered £l har-
vester.

(ii) The term "harvester" does not include persoxn
under contract, the necessary labor or mechanical se

Lo

nited St
lepartme

es or any in-
ts and insti-
poration,

LI 4

udi

performing,
es for ((€he

harvester.

(iii) For purposes of B&0O tax, a timber "harvester" is considered
an "extractor," as that term is defined in RCW 82.04.100. In general,
an extractor is subiject to extracting B&0O tax upon the wvalue of the
extracted products. RCW 82.04.230 and WAC 458-20-135. A timber har-
vester may also be a "manufacturer" as defined in RCW 82.04.110 if the
harvester subsequently performs a manufacturing activity as defined in
RCW 82.04.120 (1) (c) dinvolving the extracted trees. The type of excise
tax under which a timber harvester must report and pay is dependent on
the business activities the timber harvester conducts. See (b) through
(g) of this subsection for additional information.

[ 2] 0OTS-4440.5



Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

(b) Timber purchasers - Special reporting requirements. A pur-
chaser of prlvately owned timber ((iIa—an—amount—esxceeding—two—hundred
theusand)) in excess of 200,000 board feet ((—Ff—purehased)) in a vol-

untary sale made in the ordinary course of business must report the
particulars of the purchase to the department of revenue (department)
on or before the last day of the month following the purchase of the
timber. RCW 84.33.088.

(i) The report must contain all information relevant to the wvalue
of the timber purchased including, but not limited to, the following,
as applicable:q Purchaser's name, address and contact information;
seller's name dress, and contact information; sale date; termina-
tion date agreement; total sale price; legal description of
sale area; forest practice application/harvest permit num-
ber if a ; al acreage involved 1in the sale; estimated net
volume ‘ ased by tree species and log grade; and descrip-
tion erty improvements.
repo t must be filed on or before the last day
of the parehase—of)) the timber purchase date. A

( (Ewo—hx ’ : nalty of $250 maylbe imposed aga}lr}st a
purchaser satisfty—+the—reguirements—for—filing))

file this report. [ > equirements are scheduled to expire
( (Fety—31—264+8)) Se . RCW 84.33.088.

( (3)) C xtrac felling, cutting (severing from
land), or taking tree tracting activity as defined in RCW
82.04.100. The extracting B&OTE£ax cla881flcatlon applles to the value
of the products extracteg Wthh ( (= e
et o—aRy—manufacturd et 7 ] allv is the gross proceeds
of sales, whether such les are sale or at retail. See RCW
82.04.230 and WAC 458-20=112.

(i) Until July 1,
preferential B&0O tax rate
82.04.260 (12) (a). Taxpayers reporti
ing timber B&0O tax classification in
complete an Annual Tax Performance Rg
year.

ractors are eligible for a
g activities. RCW
erential extract-
are required to

the following

(ii) Small harvesters, as deflne ' . . re not re-
quired to complete an Annual Tax Perf i e depart-
ment.

((#=¥)) (d) Manufacturing. The cutting into length (buc
limbing, and measuring (for bucking) of felled, cut (severe
en trees is a manufacturing activity as defined in RCW 8 .
manufacturing B&O tax is measured by the value of the nu-
factured, which is generally the gross proceeds of sa
formation regarding the value of products see RCW
458-20-112.

(i) For timber harvest operations, the manufacturing portion of
the operation begins after the standing timber has been extracted
(felled, cut (severed from land), or taken) if the severed trees are
subsequently measured, delimbed, and bucked at the manufacturing
(harvest) site. The manufacturing site includes the entire contiguous
area that is being actively logged (known as a "cutting area" or "har-
vest unit"). For timber harvest operations, manufacturing activities
include bucking (cutting into 1length), delimbing, and measuring of
felled, cut (severed from the land), or taken trees.

(ii) 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
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

the gross proceeds of sale when determining the value of the product,
depending on the extent of the additional manufacturing activity con-
ducted subsequent to the manufacturing conducted at the harvest site.
See WAC 458-20-112.

++r)) (A) If there is no further manufacturing subsequent to man-
ufacturing conducted at the harvest site, the measure of tax is the

gross proceeds
curred by the
out-of-state

of the sale of the logs less transportation costs in-
er from the harvest site to delivery to the customer

logs are hauled to a separate manufacturing fa-

01llty fa ' into lumber, poles, or piles, the measure of tax
is the of sale of the lumber, poles, or piles less
transg i Acurred by the seller from the manufacturing fa-

ery to the customer out-of-state; and

e hauled to a facility that only removes
the barl the gross proceeds of sale of the logs
less tran ' ed by the seller from the harvest site
to the place 0f i stomer out-of-state. This is because
the mere removal o lanufacturing activity.

However, if he debarking is a part of a broader
manufacturing p ng the logs into lumber), the entire
process, 1including the g, 1is a manufacturing activity. 1In
((sgekh—=)) this case, the measure of tax the gross proceeds of sale
of the products manufac less transportation costs
incurred by the seller £ facility to the place of

] persons who manufacture
((#A))) timber into timber ducts; ((4B))) timber
products into other timber products s5; or ((4&))) mass
timber products defined in RCW 19.27 e yible ((fe=)) to
report their gross proceeds of salesg > ial manufactur-
ing of timber or wood products B&O > : e S he—aro

preoceeds—eof——sate)) classification. Taxpayers
(( PO e Cryawi e crec T Ctrch a Tk & E THY . ¥ ‘l—l’\\-lruud

Preduets)) claiming this preferential B&O tax ((eFa +fieatton)) rate
in the current year are required to complete an Annual Tax Perfermance
Report by May 31st of the following year.

(()) Small harvesters, as defined in RCW 84.33.0 a ot
required to complete an Annual Tax Performance Report wi he depart-
ment.

((4e)) (e) Selling. ((The—inecome o—ERe
Sales of felled timber and timber products are subj to B&0O tax un-—
der either the wholesaling or retailing ( (B&6—ta%)) lassification, as
the case may be, unless exempt by law. The measure of tax is the gross
proceeds of sales without any deduction for transportation costs.

(1) When determining the gross proceeds of sales, the timber har-
vester may not deduct amounts paid to others.

Example ((2)) 1. Measure of B&O tax for tlmber harvester. ( (&

a + logs—is) )
i T T J.\J\jk.) = e

[ 4 1] 0TS-4440.5



Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

fivre—hundred—+thousand—deottars+)) Facts: UVW Company (UVW), a timber

harvester and a timber manufacturer, enters into a contract with ORS
Company (QRS), in which QRS agrees to perform the necessary labor and
mechanical services for extracting the timber, and for manufacturing
(measuring, delimbing, and bucking of) the felled timber. UVW receives
60 percent of the gross proceeds from sales of the logs, and QRS re-
ceives 40 percent. A third-party buyer located in Washington purchases
the logs from W for $500,000. The buver pays $300,000 to UVW for the
0,000 to QRS for performing the harvesting services.
required to report the entire $500,000 in sales
purposes, regardless of the fact that QRS re-
sales proceeds directly from the buyer. In ac-
.070, there is no deduction for the cost of do-
., UVW may not deduct the amount UVW paid to QRS
i services. As a harvester and manufacturer,
er extracting B&0O tax, manufacturing B&O
ing B&O tax, depending on whether the
ogs for resale. UVW is eligible for a
because UVW is selling the logs
lashington to a Washington customer.
information on the MATC.

collected and remitted on all sales
w)) a statutory exemption applies.
btaing and retain copies of their
e wholesale nature of the
.04.470. For information on

multiple ac
it extracted and
See (g) of this
(1i) Retail 3
to consumers, unless ((
For wholesale sales, sel
customers' reseller per
transaction or otherwise
reseller permits see WAC
(iii) Until July 1, c ) ( (sedt—at—wheotesale)) make
wholesale sales of eligible \ eir gross proceeds
of sales under the preferential who or wood products
B&O tax classification. RCW 82.04. ayers who claim
this preference in the current cale : ete an Annual
Tax Performance Report by May 31st ' ar year. The
following are eligible products:
(A) Timber extracted by the selle
(B) Timber products manufactured imber or
other timber products;
(C) Wood products manufactured by the seller from timp
ber products; ((e®)) and
(D) Mass timber products, as defined in RCW 19.27
factured by the seller ( (—are—etigible—Fo i

W
oTY AW g wi \»
D
-

(iv) Small harvesters, as defined in RCW 84.33.035, are not re-
quired to complete an Annual Tax Performance Report with the depart-
ment.

[ 5] 0TS-4440.5



Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

tatting—tax—tiability—For o moredetailed explanatieon—of—the MATC re—
perting—reguirements——see—WAC—458—20—1583064+-)) (f) Engaging in multiple

activities. Persons who extract, manufacture, or both extract and man-
ufacture the timber products they sell are engaged in multiple activi-
ties. Timber harvesters who are engaged in multiple activities are re-
guired to report their gross proceeds of sales under each applicable
production B&0O tax classification (extracting or manufacturing) and,
under the appropriate selling B&0O tax classification (wholesaling or
retailing).

tivities tax credit (MATC). The MATC will apply in
sells products to Washington customers that they
d/or manufactured in Washington. For a detailed
reporting requirements see WAC 458-20-19301.

(ZYX) dis in the business of manufacturing
ts used in building construction. All of
d by ZYX using timber that ZYX harves-
8 ZYX had $100,000 in gross income from
its sales o ] g products. All of the sales were
made at wholesale a . O¢ ' lashington.

Result: 7YX ] 000 in gross revenue under each of
the following BS tax cl3 ons: Extracting timber, manufactur-
ing of timber or wood preduets, and wholesaling of timber or wood
products. Additionally, 7 is eligible tew claim the MATC. Because the
preferential B&O tax rates are the sam C all three of the classifi-
cations reported by ZYX, e MAT y offset both the extract-
ing timber and manufact ng ' od products B&O tax liabili-
ties. ZYX's tax liability adfiter 3 g the MATC is $290.40 ($100,000
multiplied by the wholesaling of t be or wood oducts B&O tax rate
of 0.2904 percent under RCW 82.04.26( 12) (c bte: An additional
B&0O tax surcharge imposed on those persons wh are bject to any of
the taxes imposed under RCW 82.04.26( 2) ma 2pply. e RCW 82.04.261
for more information.

(3) Extractors for hire. Perso pexfor extracting activities
(labor or mechanical services) ((5 tek m m acte¥rss) )
for timber harvesters ((axe abGee S S EHTSeE he—e RS o
hire)) as independent contractors for hire must report gro income
from these activities under the extracting for hire B&O ta sifi-

) RCW
or consum-
rvices unless

cation ((measured—Dby Rre—a¥o reome Sy O-S€ e
82.04.280. Persons performing extracting for hire servi
ers must collect and remit retail sales tax on those
otherwise exempt by law. RCW 82.04.050(2).

Until July 1, 2045, persons who extract timbez or hire are eli-
gible for a preferential B&0O tax rate for timber eXtracting for hire
activities. RCW 82.04.260 (12) (a). Taxpayers reporting under the pref-
erential extracting for hire timber B&0O tax classification in the cur-
rent year are required to complete an Annual Tax Performance Report by
May 31st of the following year.

( (Example—3-—Tree—Severing Corporation {FSC)r—is hired by TFimber

[ 6] 0TS-4440.5



Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

Extracting activities commonly performed by extractors for hire
include, but are not limited to the following:
(a) Cutting or severing trees;
(b) Logging road construction or maintenance;
(c) Activities related to and performed on timber-producing prop-
erty that are necessary and incidental to timber operations, such as:
(1) Slash cleanup and burning;
ii) Scarification;
v

(

(iii) Stream and pond cleaning or rebuilding;
(iv) Resto

(v) Restg
(vi) Fi

ation of logging roadways to a natural state;

ion of wildlife habitat; and

work.

cting timber for hire.

vester, a harvester and manufacturer, pays Tree
SC) $100,000 to fell trees owned by Timber Har-

ming an extracting activity for hire. The
ect to B&0O tax under the preferential ex-
lTassification. TSC must timely file an Annu-
equired under RCW 82.04.260(12). This
etail sales tax because Timber Harvest-
cted timber.

transaction
er is not the cons
(4) Processo for ons ((perferming)) that perform la-
bor and mechani servicq dependent contractors for timber har-
vesters ( (during he—many AC—B0 - on—-o 3 mbe harre oBers
£+en)) upon property belg so that as a result a new,
different, or useful article of tangib personal property is produced
for sale or commercial ok industri Jse /Jduring the manufacturing por-
tion of a timber harve ope bject to B&0O tax under the
processing for hire ( (B&o—=as . fication, measured by the gross
income from those services A pro for hi is any person who
would be a manufacturer if that pe

mechanical services upon his or her CW 82.04.280 ( (=
o i formation cgarding Sroce i ) ) and WAC
458-20-136. Persons performing prog ices for con-

sumers must collect and remit rets for
those services unless otherwise exempt .

(a) For timber harvest operation ' tion of
the operation begins after the standing timber has been fe . cut

(severed from the land), or taken if the felled trees are s
delimbed, measured, and bucked at the manufacturing (h
The subsequent activities of cutting, delimbing, and me
felled, cut (severed from the land), or taken timber
are considered processing for hire activities when formed at the
site of the harvest.
() Until July 1, 2045, persons who process fo¥ hire ((4=r)) (i)
timber into timber products or wood products; ((#))) (ii) timber
products into other timber products or wood products; or ((4e))) (iii)
mass timber products defined in RCW 19.27.570(1), are eligible ((fer—=
cferenlial 2&0 ia — ate))
to report their gross proceeds under the preferential processing for
hire timber products B&0O tax classification. RCW 82.04.260 (12) (b).
Taxpayers ( (reporting—under—+the preferential Preocessing for Hire—TFim—
berProduets B&O—tase——etassifieation)) claiming this B&O tax preference
in the current year are required to complete an Annual Tax Performance
Report by May 31st of the following year.
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

Example 4. Processing timber for hire. ((Free——Services—TIre—(FShH

R

a harvester and a manufacturer, owns a
parce ( standing timber. TTT fells the timber on

€ ., TTT pays Tree Services, Inc. (TSI)
nd buck the severed trees at TTT's har-

vest sitew

Result:
subject to B&O ta
products classifi
ance Report as
not subject to retail sal
harvested timber, assumi
manufactured.

Example 5. Tax treatme elated to the manufacturing
portion of a timber harve

Facts: With the same
ices Inc. (CS) $200,000 to €7
the location within the harvest 31t-
staging location where the severed
and bucked (manufactured into 1ogs)
trucks by TTT and transported to a

Result: CS's provision of helil
transporting severed timber to a stagi ' facturing
(harvest) site where the severed timb ' asured,
delimbed, and bucked) into logs are part of the manufactur
tion (which began after the timber was felled), and are
manufacturing activities. See RCW 82.08.02565 (2) (c) (dii).
CS received from TTT is subject to B&0O tax under the
hire timber products classification. CS must timely fi
Performance Report as required under RCW 82.04.260(1

(5) Log hauling activities. Persons performin rvices for tim-
ber harvesters are often required to haul logs by motor vehicle from
the harvest site to separate locations, over public roads. The income
attributable to this hauling activity is subject to ((the—pukliie—util-
Hey—Eax—PYF)y) ) PUT.

(a) Effective August 1, 2015, RCW 82.16.020 provides a reduced
PUT rate for most log transportation businesses. A "log transportation
business" means ((£hke)) a business ((ef)) engaged in transporting logs
by truck, except when the transportation meets the definition of urban
transportation business or occurs exclusively on private roads. RCW
82.16.010. WAC 458-20-180 explains the distinction between motor and
urban transportation ((is—exptained—3naWAC—458—20—3806)). If the haul-

ing is exclusively performed over private roads, the gross income from

»r hire. The $300,000 TSI received is
cerential processing for hire timber
timely file an Annual Tax Perform-
82.04.260(12). This transaction is
because TTT is not the consumer of the
TTT will rese the logs it extracted and

TTT pays Chopper Serv-
by helicopter from
r was felled to a
imbed, measured,
ing loaded into

ple 4,

n Annual Tax

[ 81 0OTS-4440.5



Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

the transportation activity 1is subject to B&0O tax under the service
and other activities ((B&6—%tax%)) classification, not ((ke)) a PUT
classification.

H-

e v
OO GRONO
3

onsequences of hauling logs (private

roads, public road ojap
Facts: Bob' gging Bob's lLogging) pays HHH ILog Hauling
Company (HHH) $¢4 00 to 1 over private roads from Bob's har-
vest site to a transfer S ocated 10 miles away, where Bob's ILog-
ging will unload, sort, and reload the logs for further distribution.
Separately, Bob's Loggi pays JJJ P ling Ltd (JJJ) $6,000 to
haul logs from the tran site located 30 miles away. JJJ
will transport the logs er B and public roads. The har-
vest site, transfer site, m1l ire all located in unincorpo-
rated parts of Mason County.
Result: HHH is subject to B&O
tivities classification because the
is exclusively on private roads. HH]
come under the service and other ac
JJJ is subject to PUT under tF
tion because the haul occurs on both
must report $6,000 in gross income un ion PUT
classification.
(b) Jointly provided hauling services. In cases where
services are jointly provided by two or more motor carrie
carrier that contracts with the purchaser of the hauli
be eligible to claim a PUT deduction for amounts pai
motor carriers that jointly furnish some portion (or
See WAC 458-20-179 and RCW 82.16.050 for more inf
deduction for services furnished jointly.
Example 7. Hauling services jointly provided.
Facts: Assume the facts from Example 6, except that JJJ contracts
with Bob's Logging to perform all necessary hauling services from the
harvest site to the transfer site, then from the transfer site to the
mill. The portion of the haul from the harvest site to the transfer
site will be performed over private and public roads. JJJ receives
$10,000 from Bob's Logging in exchange for the contracted services.
After entering into the contract with Bob's Logging, JJJ enters into a
contract with HHH, in which HHH will perform the first portion of the
haul from the harvest site to the transfer site. HHH receives $4,000
from JJJ in exchange for its portion of the jointly provided services.

ice and other ac-
erformed by HHH
in gross in-
ification.

third-party
of the haul.
ion on the PUT
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

Result: JJJ must report $10,000 in gross income under the log
hauling over public highways PUT classification. Additionally, JJJ may
take a $4,000 deduction for "Amounts Paid to Another for Services
Jointly Provided" from the amount reported.

HHH must report $4,000 in gross income under the log hauling over
public highways PUT classification. HHH is not eligible for a deduc-
tion.

Example 8. Hauling services jointly provided.

Facts: Assume the facts from Example 6, except that JJJ contracts
with Bob's Loggdng to perform all necessary hauling services from the
harvest site & e transfer site, then from the transfer site to the
mill. The peg of the haul from the harvest site to the transfer
med entirely over private roads. JJJ receives
»gging in exchange for the contracted services.
contract with Bob's TLogging, JJJ enters into a
which HHH will perform the first portion of the
' to the transfer site. HHH receives $4,000
portion of the jointly provided services.
510,000 in gross income under the 1log
classification. JJJ may not claim a

i \ her for Services Jointly Provided,"
as HHH's hauling se verformed over a public road and are

er activities B&O tax cl HHH is not subject to PUT, as

the log hauling services irely over private roads.
(c) Hauling logs u ( (F=—the—person—haults—+the
i neg—h & e S wWhe a person hauls timber or

wood products using thei
ing rates that (( i
ties for comparable hauls,
lish the measure of tax for the
the measure of the tax should be all
activity including, but not limited
to the hauling equipment: Depreciati
and wages and benefits for employe i ogcontractors
driving or maintaining the equipment.
maintained to document these costs,
third of the gross income derived from a contract for all la or me-
chanical services beginning with the cutting or severanc rees
through the hauling services as the measure of the tax un
transportation or log hauling over public highways PUT c

((#=¥)) (d) Deduction for hauls to export faci
subsection (13) of this rule for information regardd
available for certain log hauls to export facilitie

(6) Common timber sale arrangements. Persons who sell ((ardtfer))
or take timber may be subject to various taxes including ((£ke)) B&O
tax, sales tax, use tax, timber excise tax, and ((reat—estate—-exeise
£a%)) REET. There are a number of ways in which harvesting activities
are conducted and timber is sold. The timing of the transfer of owner-
ship of, or the contractual right to sever, standing timber determines
which taxes are due and who is liable for remitting tax.

(a) In general, when a timber sale arrangement meets the defini-
tion of "selling standing timber" as defined in RCW 82.04.260 (12) (d),
the gross income is subject to B&0O tax under chapter 82.04 RCW. Until
July 1, 2045, persons engaging in "selling standing timber" are eligi-
ble to report gross receipts from sales of standing timber under the

) and has established haul-
( (Ehird—parties)) third par-
be used to estab-
ivity. Otherwise,
e to the hauling

ification.
Refer to
the deduction
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

preferential B&0O tax rate of 0.2904 percent in RCW 82.04.260 (12) (d).
Persons claiming the preferential B&0O tax rate in the current vyear
must file a complete Annual Tax Performance Report with the department
under RCW 82.32.534 by May 31st of the following year.

(b) RCW 82.45.195 provides a REET exemption for a sale of stand-
ing timber if the gross income from such sale is taxable under RCW
82.04.260 (12) (d); also see WAC 458-61A-113. However, when a sale of
standing timber does not meet the definition of "selling standing tim-
ber" in RCW 82.04.260 (12) (d) or when a sale of standing timber is a
sale, conveyance, or transfer of the ownership of or title to real
property as dg ed in RCW 82.45.010 and WAC 458-61A-113, REET is due.
"Real propen "real estate" means any interest, estate, or bene-
ficial in and or anvthing affixed to land, including an own-
ership iz eficial interest in any entity that owns land,
or an > land, including standing timber or crops. WAC

458-6 ore information on sales that are subject to RE-
ET, RCW .and 458-61A WAC.

es briefly identify two common types of

- ine vcvligt :f the éif

eeewr) ). The examp - to provide general guidance only.

The tax treatmen a timber sale arrangement depends on

the facts and ci mstan h case. These examples presume that

the trees being harvested e“not Christmas trees, and that no partic-

ipant is a federal, state ament entity. The examples do
not detail the timber exgise tax consegliences.

((+=))) Example ((6)) ) A standing timb
sales) . ((Fa—thd FEe—o : ardewne

or local gove

er (stumpage

Q A~
S v, - - G
13~ e £o11 e o [oax o leaa
LTI T TITTIOoST . T L Loy AR e A=A A CTUINT O
merais S Ay FSe— oo S
1 an ok =N DR WA
S a S waCaw;
& oCeCataSe ShH aCctO
Sn A, S ceCcCiah1Ca e c S
4+ = na (2 (4 A (B + 1T e
CTOTTrS o7 \Ne A2 [Sryaws A=V (= CITI S LT O T
) T +h g o 4 g £
l TT CITT 1O l’_Yf/C A =
7
7
7
‘l‘egs- eeﬁl':fael':ef, T effeeEl EaS) peffefﬂtﬂ:ﬁg the hafveSEﬂzﬂg afd—market
EIR AR NE S T RN =) £ c~T117 LS ~117 PP PPNE SN RN + 2+ 7 + + 1 ] oo PERANE I | ~ £ A
J.ll\j oo LTV ICTTO [ S [0\ SR S S ws g =y [P\ I S S S [ S NS Uy @ R By i C 1T 1 (o wy SN i ) s J.U\jn) OTT T T L C T
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

op d hapter 8245 RCW-) )

any (ABC) owns a large tract of standing timber.
to cut the standing timber to XYZ Partnership
March 1, 2021. The sale agreement does not re-
sever) the standing timber within 30 months from
gontract. XYZ receives title to the timber
it. When the timber is ready for harvest
Company (DEF) (third-party timber har-
timber on its behalf. XY7 pays DEF
acted, XY7Z sells the harvested timber
to UVW Company -party Washington manufacturer) at
wholesale for $2 v will measure, delimb, and buck the
severed timber, gs from the harvest site to its own
manufacturing facility,

Result: ABC is not
use tax. ABC is liable fg¢

$50,000. Af

PUT, or retail sales or
of standing timber to XYZ,
because the transactio real property. See RCW
82.45.010(1), 82.45.060, and 458-61A-113. ABC is not
liable for B&O tax, use the sale between ABC and
XY7Z does not meet the defi ing timber" in RCW
82.04.260 (12) (d). However, if th between ABC and
XY7 were to require that XY7Z sever o ithin 30 months
from the date of the original sale c¢ hen be subject
to B&O tax on its proceeds from "s " as defined
in RCW 82.04.260(12), and the transa ' rom REET in
accordance with RCW 82.45.195.

XY7Z (as the owner of the standing 000 in
gross income under the following B&0O tax classifications: i
timber and wholesaling of timber or wood products. XYZ is
claim the MATC equal to its extracting timber B&0O tax 1]
must timely file an Annual Tax Performance Report as
RCW 82.04.260(12). XYZ is also subject to timber excis
ters 84.33 RCW and 458-40 WAC.

DEF must report $50,000 in gross income under extracting for
hire timber B&0O tax classification and is not eligib¥e for a credit or
deduction. DEF must timely file an Annual Tax Performance Report as
required under RCW 82.04.260(12).

Example 10. Sale of harvested timber (logs).

Facts: Assume the facts from Example 9, except that ABC hires DEF
to harvest the timber on ABC's behalf, rather than selling the stan