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Agency: Department of Revenue

Subject of possible rule making: WAC 458-20-13501 Timber harvest operations.

Statutes authorizing the agency to adopt rules on this subject: RCW 82.32.300, 82.01.060(2), 82.45.150

Reasons why rules on this subject may be needed and what they might accomplish: Timber harvesting operations
involved multiple activities, which includes extracting, hauling, manufacturing, and selling (standing and harvested timber).
RCW 82.04.260 provides a preference B&O tax rate for businesses engaged in timber product activities (extracting,
manufacturing, selling). RCW 82.16.020 gives a reduced public utility tax for businesses that are engaged in log
transportation. RCW 82.04.333 provides a B&O tax exemption to “small harvester” as defined under RCW 84.33.035. In
addition, RCW 82.04.440 provides a B&O tax credit to businesses who conduct manufacturing, extracting, and selling
activities within this state. This rule provides guidance on the tax application of the statutes, the filing and reporting
obligations, and other taxes (real estate excise tax, and timber tax) that may apply to this industry.

The Department plans to share the proposed rule amendments to the public in advance of the public meeting and discussed
any proposed amendments during the public meeting.

Identify other federal and state agencies that regulate this subject and the process coordinating the rule with these
agencies: N/A

Process for developing new rule (check all that apply):

[0 Negotiated rule making

0 Pilot rule making

0 Agency study

Other (describe) Parties interested in this rule-making may contact the individual listed below. The public may
also participating by providing written comments throughout this rule-making process, or giving oral testimony at the public
meeting or hearing.

Interested parties can participate in the decision to adopt the new rule and formulation of the proposed rule before
publication by contacting:
(If necessary)

Name: Tiffany Do Name:
Address: 6400 Linderson Way SW, Address:
PO Box 47453,
Tumwater, WA 98504-7453

Phone: 360-534-1558 Phone:
Fax: 360-534-1606 Fax:
TTY: 800-833-6384 TTY:
Email: TiffanyD@dor.wa.gov Email:
Web site: dor.wa.gov Web site:
Other: Other:

Additional comments: Written comments may be submitted by mail or email and should be directed to Tiffany Do using one
of the contact methods above. Written and oral comments will be accepted at the Public Meeting.
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https://app.leg.wa.gov/rcw/default.aspx?cite=82.04.260
https://app.leg.wa.gov/rcw/default.aspx?cite=82.16.020
https://app.leg.wa.gov/rcw/default.aspx?cite=82.04.333
https://app.leg.wa.gov/RCW/default.aspx?cite=84.33.035
https://app.leg.wa.gov/RCW/default.aspx?cite=82.04.440

Date: April 11, 2023

Time: 10:00 am

Public Meeting Location: This meeting will be conducted over the internet/telephone. In-person option also available.
Contact Cathy Holder at CathyH@dor.wa.gov for dial-in/login information. If you would like to attend in person, please RSVP
by emailing CathyH@dor.wa.gov by 3/28/23

Date: March 1, 2023 Signature:

Name: Atif Aziz M !
)

Title: Rules Coordinator {
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This draft is provided for discussion purposes only to determine what topics a possible proposed rule might address.
This document draft is under no circumstances to be used to determine a tax liability and/or eligibility for tax 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 transp 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)  ((2
+h 1o e + foroat
CIT1IS [ S g 12 S i ) s T O1TT T oS T
= PSS P N S R B S P -
|y c T 1T CTIIT AT TV IICTITO A=
£4+ens<)) Other rules that may be re £ .
(i) Persons engaged 1in timber s should refer to

the following rules for additional in
(())) (A) WAC 458-20-135 Extra
((=+3)) (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 i i
((5=)) (ii1) Persons engaged in timber harvesting acti
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 chapter 458-40 W
forest land and timber ((+)) and
((##F)) chapter 458-61A WAC Real estate excise
(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 WAC 458-20-209
Farming for hire and horticultural services performed for farmers, and
WAC 458-20-210 Sales of tangible personal property for farming—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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This document draft is under no circumstances to be used to determine a tax liability and/or eligibility for tax 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-
ester" is every person who,

er." With respect to ti

from the person's own 1andg Fre and of another under a right
or license granted by leas or coO - irectly or by con-
tracting with others for the neces hanical services,

fells, cuts, or takes timber for salég hal or industrial
use. RCW 84.33.035.

(i) When a government entity,
strumentality thereof; the state, in
tutions and political subdivisions;
fells, cuts, or takes timber for sale dustrial
use, the first person other than that government entity who guires
title to or possessory interest in the timber is considered ¢t har-
vester.

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

S or any in-
and insti-
poration,

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. See the subsec-
tions below for additional information.

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

untary sale made in the ordinary course of business must, on or before
the last day of the month following the purchase of the timber, report
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the particulars of the purchase to the department of revenue
(department) . 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: Purchaser's name, address and contact information;
seller's name, address, and contact information; sale date; termina-
tion date in sale agreement; total sale price; legal description of
sale area; sale name; forest practice application/harvest permit num-
ber if available; total acreage involved in the sale; estimated net
volume of timbesx purchased by tree species and log grade; and descrip-
tion and valug property improvements.

(id) t must be filed on or before the last day of the
month fol )) the timber purchase date. A ((&we

penalty of $250 may be imposed against a pur-
re to satisfy the requirements for filing this
requirements are scheduled to expire ((Fatvy—3+
RCW 84.33.088.
The felling, cutting (severing from
extracting activity as defined in RCW
ax classification applies to the wvalue
((s—the—vatue)) generally is the
ch sales are at wholesale or at re-
to any manufacturing activity. See

82.04. 100
of the produ
gross proceeds of
tail, of the sevy
RCW 82.04.230 a

(i) Until
preferential B&O tax r
82.04.260 (12) (a). Taxpa
ing Timber B&O tax class
complete an Annual Tax
year.

imber extractors are eligible for a
extracting activities. RCW
the preferential Extract-
rrent year are required to

(1i) Small harvesters,
quired to complete an Annual Tax Pe
ment.

3.035, are not re-
with the depart-

((#=F)) (d4) Manufacturing. The (bucking), de-
limbing, and measuring (for bucking ed), or tak-
en trees is a manufacturing activit i 2404.120. The
manufacturing B&0O tax is measured by cts manu-
factured, which is generally the gross . ore in-

458-20-112.

(i) For timber harvest operations, the manufacturi
the operation begins once the timber has been extracte cut
(severed from land), or taken). The manufacturing si includes the
entire contiguous area that is being actively logged own as a "cut-
ting area" or "harvest unit"). For timber harvest tions, manufac-
turing activities including bucking (cutting into ngth), delimbing,
and measuring 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
the gross proceeds of sale when determining the value of the product,
depending on extent of the additional manufacturing activity conducted
subsegquent to the manufacturing conducted at the harvest site. See WAC
458-20-112.
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++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 of the sale of the logs less transportation costs in-
curred by the seller from the harvest site to delivery to the customer
out-of-state;

((=+=F)) (B) If logs are hauled to a separate manufacturing fa-
cility for processing into lumber, poles, or piles, the measure of tax
is the gross proceeds of sale of the lumber, poles, or piles less
transportation costs incurred by the seller from the manufacturing fa-
cility to the pdace of delivery to the customer out-of-state; and

( (=) If logs are hauled to a facility that only removes
the bark, e of tax is the gross proceeds of sale of the logs
less trans osts incurred by the seller from the harvest site
ery to the customer out-of-state. This is because
rk is not a manufacturing activity.
ever, 1f at at facility the debarking is a part of a broader
manu uring proceg cutting the logs into lumber), the entire
proce i i king, 1is a manufacturing activity. 1In
re of tax is the gross proceeds of sale
om the logs less transportation costs

anufacturing facility to the place of
S te.
1, 2045, ©persons who manufacture
ts or wood products; ((4B))) timber
products into other timber products or wood products; or ((4£))) mass
timber products defined RCW 19.27.57041), are eligible ((fe¥)) to
report their gross procegeds of sales erva preferential Manufactur-
ing of Timber or Wood Pux cts B&O c i Hptied—by SRR
preoceeds—eof——sate)) classifica 2.04.260 (12) (b). Taxpayers

( (eepo ro—unRae re—pre = faetgring—o e S Heoed

Preduets)) claiming this B&O tax £ ie 6 preferential rate
in the current year are required to lete a al Tax Performance
Report by May 31st of the following yg .

(()) Small harvesters, as defined 4 RCW 8% .035, are not
required to complete an Annual Tax Perfor Report v the depart-
ment.

incurred by

delivery to the cu
( (=271))

((#A)r)) timber

((+d})) (e) Selling. ((Fhe—inecome V Q..

e—ef—= teogs—=5) )
Sales of felled timber and timber produets are s ect to B tax un-
der either the wholesaling or retailing ((B&6—tax%)) classification, as
the case may be, unless exempt by law. The measure of tax ig gross
proceeds of sale without any deduction for transportation

(1) When determining the gross proceeds of sale, tk
vester may not deduct amounts paid to others.

Example ((2)) 1. Measure of B&0O tax for timbe arvester. ( (A

o @ Y o @i O @ v @i O 3 O o

S.
imber

ar-—

five—hundred—+thousand—dettars+)) Facts: UVW Company (UVW), a timber

harvester, enters into a contract with QRS Company (QRS), in which QRS
agrees to perform the necessary labor and mechanical services for the
harvesting of timber. UVW receives 60 percent of the log sales pro-
ceeds, and ORS receives 40 percent. A third-party buyer located in
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Washington purchases the logs from UVW for $500,000. The buyer pays
$300,000 to the harvester and $200,000 to the person performing the
harvesting services.

Result: UVW is required to report the entire $500,000 in sales
proceeds for B&0O tax purposes, regardless of the fact that QRS re-
ceived $200,000 of the sales proceeds directly from the buyer. In ac-—
cordance with RCW 82.04.070, there is no deduction for cost of doing
business from the "gross proceeds of sales"; therefore, UVW may not
deduct the amount UVW paid to QRS for performing harvesting services.
As a harvestera UVW would report $500,000 under Extracting B&O tax,
and retailing holesallnq B&O tax, depending on whether the third-
g the logs for resale. UVW is eligible for a mul-
credit (MATC) because UVW is selling the logs it
on to a Washington customer. See subsection
more information on the MATC.

Retail sa tax must be collected and remitted on all sales

unle i w)) a statutory exemption applies.
For w must obtaln and retain copies of their
custome document the wholesale nature of the
transactisc i «lth RCW 82.04.470. For information on
reseller per and 458-20-10201.

(1ii) Until J sons who ( (seld—at—wholesate)) make
wholesale sales 0o S to report their gross proceeds of
sale under the saling of Timber or Wood Products B&O
tax classification. RCW 00 (12) (c). Taxpayvers who claim this
preference in the curre calendar vear amust complete an Annual Tax
Performance Report by M 31st of h following calendar vear. The
following are eligible p

(A) Timber extractet

(B) Timber products
other timber products;

(C) Wood products manufactured he sel rom timber or tim-

ber products; ((e®)) and
(D) Mass timber products, as de ed in
tured by the seller ((+——=a=e for feren

the seller from timber or

W oY S
oTY AW 9 i \»

D

-

as defined in RCW 84.33.035, e e-
he depart-

(iv) Small harvesters,
quired to complete an Annual Tax Performance Report wig
ment.

tarting—tax—tiability—For o moredetailedexplanatieonof—fthe MATC re—
perting—reguirements——see—WAC—458—20—198304+-)) (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
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B&O tax classification (extracting or manufacturing) and, under the
appropriate selling B&0O tax classification (wholesaling or retailing).

(g) Multiple activities tax credit (MATC). A MATC will apply in
cases where a person sells products to Washington customers that they
have also extracted or manufactured in Washington. For a detailed ex-—
planation of the MATC reporting requirements see WAC 458-20-19301.

Example 2. Computing the MATC.

Facts: 7YX Tree Company (ZYX) is in the business of manufacturing
and selling wood siding products used in building construction. All of
ZYX's products sare manufactured by ZYX using timber that ZYX harves-
ted. For the of July 2023, 7ZYX had $100,000 in gross income from
its sales f alty wood siding products. All of the sales were
1l occurred in Washington.
report $100,000 in gross revenue under each of
classifications: Extracting Timber, Manufactur-

Products, and Wholesaling of Timber or Wood

ZY% is eligible to claim a MATC. Because the
e the same for all three of the classifi-
he MATC will fully offset both the Extract-
per or Wood Products B&0O tax liabili-
oplying the MATC is $290.40 ($100,000
imber or Wood Products tax rate of

(12) (¢)) . Note, the additional B&O
rsons who are subject to any of the
may apply. See RCW 82.04.261 for

ties.
multiplied by the
0.2904 percent un
tax surcharge i ed on
taxes imposed under RCW 82.04 60 (12)

more information.

(3) Extractors for hire. Person 7 rming extracting activities
(labor or mechanical se ces) ( tadesenden contracteorsy) )
for timber harvesters ((are——s 4 S & EEaes e Feting o

kire)) as independent co CO NS re must report gross income
from these activities unde he E 2 ng for e B&O tax classifi-
cation ((measured—by—the—gro L Areome £ rom 4 e serviees)). RCW
82.04.280.

Until July 1, 2045, persons who
gible for a preferential B&O tax r;
activities. RCW 82.04.260 (12) (a). xXpa s reporting der the pref-
erential Extracting for Hire Timber B&O classificatio n the cur-
rent year are required to complete an Apnual Tax formance Report by
May 31st of the following year.

hire are eli-
fo ver ext ting for hire

tract mber

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;

(1i) Scarification;

(iii) Stream and pond cleaning or rebuilding;

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

(

v) Restoration of wildlife habitat; and
vi) Fire trail work.
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Example 3. Extracting timber for hire.

Facts: Timber Harvester pays Tree Severing Corporation (TSC)
$100,000 to fell trees owned by Timber Harvester.

Result: TSC is performing an extracting activity for hire. The
$100,000 TSC received is subject to B&0O tax under the preferential Ex-—
tracting for Hire Timber classification, provided TSC timely files an
Annual Tax Performance Report as required under RCW 82.04.260(12).

(4) Processors for hire. Persons ((perferming)) that perform la-
bor and mechanical services as independent contractors for timber har-
vesters ( (durins he—mantfactwring—po FoR—-6 3 -rrbe AarEve ope¥a
£+en)) upon p ty belonging to others, so that as a result a new,
different, article of tangible personal property is produced
for sale o 5] or industrial use during the manufacturing por-
tion of est operation are subject to B&0O tax under the
Proces B&60—tax%)) classification, measured by the gross
inco ices. A processor for hire is any person who
woul€ er ifathat person were performing the labor and
mecha pon or her own materials. RCW 82.04.280( (=

eeessors foe Fire see) ) and WAC

458-20-136
(a) Fo imber
the operation begi

ﬂ;w,‘ g
ations, the manufacturing portion of
anding timber has been felled, cut
(severed from the and) , The subsegquent activities of cut-
ting, delimbing${ and me: ] he felled, cut (severed from the
land), or taken timber b i d-parties are considered processing for
hire activities when perf ed at the sitesof the harvest.

(b) Until July 1, 2045, persons ocess for hire ((4=&)r)) (i)
timber into timber products or ducts; ((#=¥)) (ii) timber
products into other timb proe d products; or ((4e¥y)) (idii)
mass timber products define t!‘ih .570(1), are eligible ((fer—=

Srage B&0 aEe—mad S < Ae—a o85S —Procees e))

e prefe ntdkal Processing for

‘ 04.260 (12) (b).

3 for—HireTim

claimin his B&O tax preference

in the current year are required to“gomp > an Annual TaxgPerformance
Report by May 31st of the following yea
Example 4. Processing timber for

W wAw Y W

to report the gross proceeds unde?
Hire Timber Products B&0O tax classi
Taxpayers ((xepeo i re—gRde he—poref

these—services—unless—eotherwise—exempt—by—taw) )

Facts: TTT Company (TTT) owns a parcel of land comprised of

standing timber. Timber fells the timber on its own behalf. Subse-
guently, TTT pays Tree Services, Inc. (TSI) $300,000 to delimb, meas-
ure, and buck the severed trees at TTT's harvest site.
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Result: TSI is a processor for hire. The $300,000 TSI received is
subject to B&0O tax under the preferential Processing for Hire Timber
Products classification, provided TSI timely files an Annual Tax Per-
formance Report as required under RCW 82.04.260.

Example 5. Tax treatment of services related to the manufacturing
portion of a timber harvest operation.

Facts: With the same facts from Example 4, TTT pays Chopper Serv-
ices Inc. (CS) $200,000 to transport severed timbered by helicopter
from the Jlocation within the harvest site where the timber was felled
to a staging @cation where the 1logs can be delimbed, measured, and
bucked by TSI ior to being loaded into trucks by TTT and transpor-
ted to a mi rther processing.
ovision of helicopter transportation services are
ing operation (which began once the timber was
emselves manufacturing activities. See RCW

The $200,000 CS received from TTT are subject

to Processing for Hire Timber Products classifica-
tion, es the Annual Tax Performance Report as
required

Persons performing services for tim-
ber harvestez to haul logs by motor vehicle from
the harvest site td sep ions, over public roads. The income

attributable to haul ity is subject to ((the—puktie—wtil—

Tey—tax—PUF)) ) .

(a) Effective August ’ 015, RCW 82.16.020 provides a reduced
PUT rate for most log transportation busimesses. A "log transportation
business" means the bus 2ss of tran ing logs by truck, except
when the transportation ets the ion of urban transportation
business or occurs ex@lusive ate roads. RCW 82.16.010.
((Fre)) WAC 458-20-180 exp A ion between motor and urban
transportation ( (3 exolained A—V 8 —20—-180 If the hauling is
exclusively performed over private ls, the income from the
transportation activity is subject to B&O ta e ((serviece—and
eother—aetivities B&O—+tax)) Service & Other lassification,
a PUT classification.

++—Hauls)) Example 6. Tax consequences of hauling logs (private

roads, public roads, or both).

Facts: HHH ILog Hauling Company (HHH) is hired by Bob's Logging
Company (Bob's TLogging) for $4,000 to haul logs over private roads
from Bob's harvest site to a transfer site located 10 miles away,
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where Bob's Logging will unload, sort, and reload the logs for further
distribution. Bob's Logging hires JJJ Log Hauling Ltd (JJJ) for $6,000
to haul logs from the transfer site to a mill Jlocated 30 miles away.
JJJ will transport the logs over both private and public roads. The
harvest site, transfer site, and mill site are all located in unincor-
porated parts of Mason County.

Result: The $4,000 gross income HHH received from Bob's Logging
is subject to B&0O tax under the Service & Other Activities classifica-
tion because the haul of the logs performed by HHH is exclusively on
private roads. e $6,000 gross income JJJ received from Bob's Logging
' PUT under the Motor Transportation classification.

ovided hauling services. In cases where log hauling
provided by two or more motor carriers, the motor
with the purchaser of the hauling services may
PUT deduction for the amounts paid to third-
at jointly furnish some portion (or all) of the

jointly prov1ded.
Example 6, except that JJJ contracts
necessary hauling services from har-
vest site to transft rom transfer site to mill. The por-
tion of the haul site to the transfer site will be
( c roads. JJJ receives $10,000 from
Bob's Logging in exchanq- e contracted services. After entering
into the contract with Bg s Logging, JJJdaenters into a contract with
HHH, in which HHH will p i rtion of the haul from the
harvest site to the tran
change for its portion o
Result: JJJ must repeft S gross income under the Log
Hauling over Public Highway ditionally, JJJ may
take a $4,000 deduction for "Amou her for Services
Jointly Provided" from the amount repg
HHH must report $4,000 in gross g Hauling over
Public Highways PUT classification. ' '
tion.

Example 8. Hauling services joint

Facts: Assume the facts from Exam
with Bob's Logging to perform all necessary hauling services
vest site to transfer site, then from transfer site to mil
tion of the haul from the harvest site to the transfer
performed entirely over private roads. JJJ receives $S10
Logging in exchange for the contracted services. Aft
the contract with Bob's Logging, JJJ enters into a
in which HHH will perform the first portion of the 1l from the har-
vest site to the transfer site. HHH receives $4,0 from JJJ in ex-
change for its portion of the jointly provided services.

Result: JJJ must report $10,000 in gross income under the Log
Hauling over Public Highways PUT classification. JJJ may not claim a
deduction for "Amount Paid to Another for Services Jointly Provided,"
as HHH's hauling services are not performed over a public road and are
therefore not subiject to PUT.

HHH must report $4,000 in gross income under the Service and Oth-
er Activities B&0O tax classification. HHH is not subject to PUT, as
the log hauling services were provided entirely over private roads.

(c) Hauling logs using own equipment. ((FH—thepersen—hauls—the
preduet—using—his—er—her)) In cases where a person hauls timber or

ntering into
act with HHH,
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wood products using their own equipment ((+)) and has established haul-
ing rates that ((are—paid)) they pay to third-parties for comparable
hauls, ((£kese)) such rates may be used to establish the measure of

tax for the person's hauling activity. Otherwise, the measure of the
tax should be all costs attributable to the hauling activity includ-
ing, but not limited to, the following costs relative to the hauling
equipment: Depreciation; repair parts and repair labor; and wages and
benefits for employees or compensation to contractors driving or main-
taining the equipment. If appropriate records are not maintained to
document thesegqcosts, the department will accept one-third of the
gross income g ed from a contract for all labor or mechanical serv-
ices beginni the cutting or severance of trees through the
hauling se he measure of the tax under the Motor Transporta-
tion or er Public Highways PUT classification.
tion for hauls to export facilities. Refer to
subseg is rule for information regarding the deduction
in log hauls to export facilities.
2r S3 arrangements. Persons who sell ((andtfer))
C to various taxes including ((£ke)) B&O
excise tax, and ((real—estate—exeise
ways in which harvesting activities
T'he timing of the transfer of owner-
o sever, standing timber determines
ble for remitting tax.

or take
tax, sale
£a3x¢)) REET. ere a
are conducted and
ship of, or the
which taxes are and wt

The following exampl
ber sale arrangements ((

@i oo V= @i o y v \»

—
CTOAT O

Vs o O o v @i O Ty

eeeur) ). These examples esume s ees being harvested are not
Christmas trees, and that'n 1s a federal, state, or local
government entity. The examples detail e timber excise tax
conseguences.

((42)r)) Example ((6)) imber (stumpage
sales) . ((Fa—ths co—of Arrandgemen r—or other owe
aetivity-

The—tasx——econsegquences—ares

i i abte
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snderchapter 8245 RCW-) )

BC) owns a large tract of standing timber.
to XY7Z Partnership (XY7Z) for $100,000.
er from ABC prior to harvesting it. XY7Z
dl-party timber harvest contractor) to
XY7Z pays DEF $50,000. After the tim-
n unrelated Washington manufacturer
he timber from the harvest site us-

harvest the
ber is harvested,
for $250,000. The
ing its own tru 4
Result: ABC 'is not
use tax. ABC is liable f
property. See RCW 82.45.0
XYZ is required to

to B&0O tax, PUT, or retail sales or
REET as the ansaction is a sale of real
and chapte 61A WAC.
gross income under the fol-
Timber and Wholesaling of

Timber or Wood Products. ible to claim a MATC equal to
its Extracting Timber B&O t3 50 _subiject to timber
excise tax.

DEF is reqgquired to report $50,0 me under the Ex-

tracting for Hire Timber B&0O tax c
for a credit or deduction.

Example 10. Sale of harvested

Facts: Assume the facts from Examp hires DEF
to harvest the timber on ABC's behalf, 3
ing timber to XYZ. ABC agrees to pay DEF $50,000 in exchan
services. After the harvest, the logs are sold to GHI
(GHI) for $250,000. GHI is purchasing the logs for its
will use the logs to construct a new lodge in unincorp
County (which is also the location of the harvest site

Result: ABC is required to report $250,000 in income under
the following B&O tax classifications: Extracting er and Retail-
ing. ABC is also eligible to claim a MATC equal to 1ts Extracting Tim-
ber B&0O tax liability. ABC is required to collect retail sales tax at
the current combined state and local rate for unincorporated Skamania
County. ABC is subject to timber excise tax. See chapters 84.33 RCW
and 458-20 WAC. DEF is required to report $50,000 in gross income un-
der the Extracting for Hire Timber B&O tax classification and is not
eligible for a credit or deduction.

(7) Equipment and supplies used in timber harvest operations.
((Fre)) Retail sales tax applies to all ((purehases—oef)) retail sales
of tangible personal property, including equipment, component parts of
equipment, and supplies by persons engaging in timber operations un-
less a specific exemption applies. Purchases of fertilizer and spray

[ 11 ] 0TS-4440.2
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materials (e.g., pesticides) for use in the cultivating of timber are
also subject to ((£ke)) retail sales tax, unless purchased for resale
( (as—tangible—persenal—preperty)). If ((¥ke)) a seller fails to col-
lect the ((apprepriate)) retail sales tax, the buyer is required to
remit ((Ehe—retait—saltes—tax—+)) what is commonly referred to as "de-
ferred retail sales tax" ((F—er—awse—%tax)) directly to the department.

If a person ((osing—preperty i Woshington ineurs—a use—tax—Iia—
bility—and prier—teo—thatuysepaid)) acquires tangible personal prop-

erty in a transaction that is not subject to the Washington retail
sales tax, theaperson is subject to the Washington use tax based on
the place of £ use of that tangible personal property in Washing-
ton. In case a person has already paid a retail sales or use
tax on the ible personal property to another state or foreign
country subdivision of either), that person may claim a
credit against ((£ke)) their Washington use tax lia-
bili

d 82.12.02565 provide retail sales and
L, machinery and equipment _(M&E) used by
in both extracting and manufacturing
activities shoO f 8-20-13601 for an explanation of how

Example 11. exemption for M&E (qualifying and
nonqualifying M&E) .

Facts: GHT TIC (GHT)
delimbing, bucking, meas
operation site. GHI speg

imber harvester, engaged in felling,
ng, cutting, ad loading logs at a logging
i i ing timber in remote loca-
tions with steep and ch In performing its business
activities, GHI uses a ell, delimb, buck, and cut a
majority of the timber. ainsaws to fell snags. After

to a staging area where they will u
transportation to an off-site mill.
log loader to sort and stack the 1og
varder and the log loader are excl
this example.

GHI uses a
ngth. Both the
described in

Result: For purposes of the retai xemptions
in RCW 82.08.02565 and 82.12.02565, i laim an
exemption for the varder and the log loader as (a) GHI is
turer; (b) the manufacturing operation process has begu

pieces of equipment are used directly in the manufacturi

(d) both pieces of egquipment are used a majority of a
gqualifying manner; and (e) meet all other reguire
458-20-13601 (including the one vear useful life re ) . GHI is

not eligible to claim an exemption for the feller er or chainsaws
as both types of equipment are used in the harvesting portion of GHI's
business operation. Had the chainsaws been primarily used to buck, de-
limb, and cut timber that had already been severed, the equipment may
have been eligible for the exemption.

Example 12. Retail sales tax exemption for M&E (majority use
test) .

Facts: Assume the facts from Example 11. In addition, GHI uses a
bulldozer for a variety of purposes in its timber harvesting opera-
tions. The bulldozer is used exclusively to (a) support GHI's feller
buncher while timber is harvested; (b) support GHI's yarder while the
timber is dragged to the landing area; and (c) clear debris and gener-
ally assist in the restoration of timber harvest sites. GHI does not
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separately state charges associated with its use of the bulldozer in
its timber harvest contracts with customers. GHI does maintain de-
tailed time records that document the number of hours the bulldozer is
used in the performance of each of the three activities. In its first
vear of use, the bulldozer was used to support the feller buncher for
200 hours, support the varder for 400 hours, and clear debris and gen-
erally assist in harvest site restoration for 400 hours.

Result: While the use of the bulldozer to support the varder is
generally a gqualifving use for purposes of the M&E exemption, the
bulldozer is ng eligible for the exemption because the majority of
its use is fo onqualifving purpose (supporting the feller buncher
and clearing In this case, the proper measure for determining

majorit ] A majority of the bulldozer's use, measured in
time, was 1facturing purposes (60%, or 600 of 1,000 hours

used) .
factured for commercial use. ((Perseons—manufae—

#)) A person who manufactures timber
dustrial use ((are)) is subject to ((keth
under Manufacturing of Timber or Wood
tax ((em)). Both taxes are measured
gible personal property manufactured,
2s. WAC 458-20-134 defines and pro-
industrial use, and WAC 458-20-112

describes how to ue of products. If ((¥he—persen—alse

a pemson is also the harvester of
the timber, the act1v1tv s subject te he "B&O tax under the Extract-

n w

Products
according to
unless a specific
vides informatio

ing Timber classificatio The MAZ 11so apply, so long as both
the extracting and manufacturin S occur in Washington.
Example ((8)) 13. Lumbe¥ manufa i for commercial use.
Facts: ABC Company ((Severs—trees (ABC) vests timber, manu-

factures the ((+egs)) timber into l»‘v
construct an office building. The ha
are both located in unincorporated
site is in Camas.

Result: ABC's use of the lumb . c6A = ireg)) to
construct its office building is a com cial ¢ indust use. ABC
is subject to use tax on the value of the lumber orporate into the
office building. Because ABC's first taxable use of the lumb occur-—
red in Camas (the building construction site location), com@inedstate
and local use tax is due based on the location code and » as ed
to the Camas address. ABC is also subject to B&0O tax der theVEx-
tracting Timber and Manufacturing of Timber or Wooo oducts ((B&S
£ax%)) cla881flcatlons and may claim a MATC ( (—AB , S S :

O 9 Cl @i O v w S o

)) .
(8) Seeds and seedlings. Persons ((egttivating—timber)) who cul-

tivate trees by agricultural methods (or tree cultivators) often pur-
chase or collect tree seeds that are raised into tree seedllngs. The

, and & uses the lumber to
st si ufacturing site
ark Ca office building

+ha Al o r g T + ] o o

ber;—o=r thruug“ the—uyse—of—a—third-party—grower—In—the—ecase—of—=))
activity of raising a seed into a seedling may be performed by the
tree cultivator, or by third-party growers. In this case of third-par-
ty growers, typically the seed is provided ((fe—%the—grewer)) by the
tree cultivator and tree seedlings are received back after a specified
growing period.
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(a) Responsibility to remit retail sales or use tax. The purchase
of seed((s)) or seedlings by a ((persenr—eugttivating—timber)) tree cul-
tivator is subject to ((¥khe)) retail sales tax. If ((¥he)) a seller
fails to collect retail sales tax, the buyer must remit ( (retait—sates
"Y)deferred retail sales tax((™)) (or
use tax) ((+)) unless otherw1se exempt by law. The use of seed collec-
ted by a (( i )) tree cultivator is also subject
to use tax.

(i) In the case of seed provided by a tree cultivator to a third-
party grower ( (s in Washington, the ((seed—ewnrer—and—rot—the—third—
ParEy—growery ee cultivator incurs any use tax liability on the
value of the ‘s (Fhre—vratue) )

ii) 4 e 0of seedlings brought into and used in Washington

((+s3)) Db tree ¢ ivator, the seedlings are subject to ((€khe)) use
tax, unfless retail sales or use tax was previously paid on the seed-
lings >r—en—the—se S i-eh

S¥r—o S he—seeddiag were—growsn) )

and wuse tax exemptions for conifer seeds. ((REW

) a

o o ~ o ~ = - 1 N I\ SN SN N SR " 1
whether the purehase cligib 5 es—tax exemptionr) )

(1) ((Retad S S 3 otion requirements. Retail sales and
use tax ((dees)) not he sale of conifer seed that is im-

mediately placed to fre age operated by the seller ((+f—%the
seed—3s—te—be)) and is: =d for growing timber outside Washing-
ton( (. -3 exempEtoen a HHes—+ thre—sate—of vullJ.fCJ_ occd) ) or

(B) sold to an Indian t is to be used for grow1ng
timber in Indian countuxy AT = he ced medtasets
olaced—3nto ceze S -'a,;f :ﬁ e¥r)). For the purposes
of this ((eﬁemptieﬂ)) rule dian hFas—the—meaning—ogiven
i+xn)) 1s as defined in manne¥ set f@ . Sec. 1151. See RCW

82.24.010.

( (Fh exempEiror—apptie eF T i st provide((s))
the seller with an exemption certlfl i ' i
bed by the department at the time o
a copy of the buyer's exemption ce

empt—haature—of+these——sates)) .

(ii) Deferring payment of retail

in and outside Washington and is not able to determine a
purchase whether the seed acquired, or the seedlings gg
the seed acquired, will be used for growing timber wij
Washington, the buyer may defer payment of the sales
determined that the seed, or seedlings germinated f§ the seed, will
be planted for growing timber in Washington. A buyervthat does not pay
sales tax on the purchase 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 subsequently determines that
the sale qualifies for the tax paid at source deduction may claim a
deduction on its excise tax return. The deduction is allowed only if
the buyer keeps and preserves records ((Ehat—show from—whom—the—seced

or outside
ax until it 1is
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and—the—tax—that—was—paid)) 1dent1fv1nq the seller, purchase date,

purchase amount, and retail sales tax paid. See WAC 458-20-102 for
more information.

(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 growing timber outside Washington, or if
the owner of the conifer seed is an Indian tribe or member and the
seedlings will gbe used for growing timber in Indian country. If the
owner of the ifer seed is not able to determine at the time the
seed 1is useg growing process whether the use of the seed quali-
fies for ion, the owner may defer payment of the use tax
until it that the seedlings will be planted for growing
timber (( i i u i

’

Q - 4 A A ) )

income incidental to timber harvest operations.

( OWEHFG S e s—er—inceme Frc e cptiecakbte—Ea SE=C

oe¥rSOn SEacsiit s cotiv : This subsection of the rule ad-

=))

dresses the tax co Sguen arious business activities or gross
income which are 4 dent ber harvest operations.
(a) Taking er nat ducts from timberland. The value of

natural products such as ughs,
sale or commercial or ind

mushrooms, seeds, and cones taken for
rial use is bject to ((£ke)) B&O tax un-

der the extracting ((B&&—%€ax)) clas ion. ((Fhe——sate)) Sales of
these products ((4+s)) are subjec ax under the Wholesaling or
Retalllng ((£2x%)) class cati case may be. Persons ((kbeth

N N A 1 ~ = Nt o ol 211 4 r £ r + IrYm\Wal

4 Q A Q A = a £ N7\ a > R ooy 3 aman
O v v @i n S S

~)) who extract
sell those prod-
ducts ashi on are eligible
s tg sumers € are sourced
alesl tax less a sSpegific exemp-

Th ot~ an sy ioa
[E N i wy [ S SR Uy @ R S QQLJ.CL.) C Ty t/ [ S ) wr \awy

these natural products in Washington
ucts to customers that receive the p
for the MATC. Sales of natural prod
to Washington are subject to retail
tion applies.

(b) Timber cruising, scaling, and“access fees. Gross me from
timber cruising, scaling services, and allowing others to u i
roads 1s subject to B&0O tax under the Serv1ce and Other
((B&o—=*tas¢)) classification. ((
£e)) Gross income from access fees for activities su
taking firewood, bough cutting, mushroom picking, or
subject to B&0O tax under the Service and Other Acti
tion. Charges ((¥e)) that allow a person to take a ntified gquanti-
ty of tangible personal property from privately owned real property
are considered sales of that property, and the gross income received
from these charges is subiject to B&0O tax under the Retailing or Whole-
saling classification, as the case may be. These charges are also sub-
ject retail sales tax when made to a consumer and the sale is sourced
to Washington, unless a specific exemption applies. ((See—subseetion
+CHtah—ef—+this—ruter))

(c) Planting, thinning, and spraying. ( (Fhe—service—and—eoether—ae—
tivities Beo—tax—appties—to—the gross proceeds—of sale reeceived—fo¥r))
Sales of the following services are subject to B&0O tax under the Serv-
ice and Other Activities classification: Planting trees or other vege-

d subseg

ing is also
es classifica-
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tation((+));: precommercial 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 property are ((either

the—+transaetion)) subject to either the wholesaling B&0O tax, or the
retailing B&0O tax and retail sales tax, as the case may be. These
sales are oftenpgmade in the nature of charges ((ad+tewing)) that allow
the buyer to ect and take an identified quantity of the property
(e.g., six firewood or two Christmas trees).

(e) ogs from logging trucks. The taxability of gross
income ST gateading—of)) received by persons operating equip-
rom logglng trucks onto rall cars at transfer
pointeg > 2 re—B&0—and e axes—when

Q A A A
O ORY U .

v—3s5)) depends on the na-

+ ] o~
cIric—atT

ar
H
N

ar
L

ture of the

(1) In cases Jfhere er will direct the operator of the
equipment as to e a ove the logs, the activity is con-
sidered a "ren of eqg ith an operator,”" the charges for
which are subject to Retail g B&O tax and retail sales tax. See RCW
82.04.050(9) and WAC 458- 211.

(1i) In cases wher the equipme _operator is responsible for
loading and unloading s at the A discretion and to contract
specification, the acti i ¢ an "other support service,"
and the charges for which Gie B&O tax under the Service and
Other Activities class

qr

O D O D
s

N
o))
th
D 4
ORIORRONES

oe rE } S o e 3 113 ases where
the equipment operator is responsible loadi ding logs
at their own discretion and to contract specifi ion, an
activities are performed at an export facility as part of a
export activity, the activity is considered "stevedoring,"
for which are subject to B&0O tax under the Stevedoring cl

See WAC 458-20-193D.
(f) Transporting logs by water. Gross income rec

d for trans-

porting logs by water (e.g., log booming and raftin from log pa-
trols 1s subject to PUT tax under the ((%))Other P c Service Busi-
£ .

cl oot £ ot £+ | 272
ness Lf—LUu)u)J—J—J—LfUl—J—\Jll A - CTT t/LAM.LJ.Lz LAL_J..I.J.

. i . . . .
Fhs Ea*.iiaiSifisaEisﬁ appties—£6 Ehe]gfsss 2H55Te fffm ihis asi
while—+transporting—the—togs)) classification. Commonly, log transport-

ers use "boomsticks" (i.e., floating logs chained together in a rough
hexagonal shape, which are designed to prevent log bundles or loose
logs from escaping the log boom during towing) to assist in the trans-
portation of logs over water.

(i) In cases where boomsticks are used in the transportation of
logs, any separate or itemized charges for the use of boomsticks are
included in the taxable measure subject to the Other Public Service
Business PUT classification.
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(ii) In ((memy)) cases where logs will be towed to a location
specified by the customer for storage ((—Any—<charges—for)), separately
stated or itemized charges for the use of boomsticks, while the logs
are stored, are rentals of tangible personal property and are subject
to ((ke)) B&0O tax under the Retailing ((B&6—tax)) classification and
retail sales tax ((4 - i i i

)) .
(g) Export sorting yard operations. Export sorting yard opera-
tions generally con81st of ((mﬂ%%}p}e)) a number of distinct business

activities ( (= )) including, but ((are))
not (( ) llmlted to, ((serviees—sweh—as)) weighing, tag-

ging, bandin aising, and sorting of logs. Other incidental ac-
tivities ( )) include debarking, ((remevat—ef)) removing
imperfer crooks, knots, splits, and seams), and trimming

defects((——afe—a&se—peféefmed—as—ﬁeeéeé)). Gross

income sons performing the types of export sortlng yard
acti i 5 described in this subsection is subject
to B&O > C r and Other Activities ((B&S—ta3%)) classi-

trees. As described below, persons
growing, producing, Christmas trees are either farmers
or extractors ] .i " S taed—be_ow et ivities gepe

S7

v 3587
L fetted ke rele W—82-04-120)), depending on

S J-C-L-LC\J., c.‘l:lt, Ur CTOINTT Ci C
the facts and circumstang
(a) Plantation Chr

in each cas
as tre ions (farming operations).
Persons growing or prodlcing g ristmas trees on their own
lands or on lands in whict ! esent right of possession are
farmers. RCW 82.04.213 and” WAC 458 ore information on
farmers. Plantation Christmas trees ees that are ex-
empt from the timber excise tax unde . —Fhis) ), which
requires that the Christmas trees be ared by inten-
sive cultivation and tilling, such ' ' , or turning
over the soil, and on which all un ' controlled
continuously for the exclusive purpose isi ' rees. See
RCW 82.04.035 and 84.33.035.

(1) Gross income from wholesale sales of plantation istmas
trees by farmers is exempt from B&O tax. See RCW 82.04.330
come from retail sales of plantation Christmas trees b
subject to B&0O tax under the Retalllng
((#e)) retail sales tax. ((
preoducts—byfarmers—see WAC458—20-210+))

(ii) Farmers growing or producing plantati hristmas trees
((may)) are not subject to retail sales or use tax“Von their purchase
of seed((s)), seedlings, fertilizer, and spray materials ((at—whete—
sate)) . See RCW 82.04.050 and ((82-64-H66)) WAC 458-20-210.

(1iii) Persons performing cultivation or harvesting services for
farmers are generally ((sgbiect—+to—the —service—and—other aectivities
B&o—tax—er—the)) taxable on gross income from ((£hese)) these services
under the Service and Other Activities B&O tax classification. See WAC
458-20-209 for information on farming for hire and horticultural serv-
ices performed for farmers.

(b) Other Christmas tree operations (extracting operations). Per-
sons who, either directly or by contracting with others for the neces-
sary labor or mechanical services, fell, cut, or take Christmas trees

[ 17 ] 0TS-4440.2



This draft is provided for discussion purposes only to determine what topics a possible proposed rule might address.
This document draft is under no circumstances to be used to determine a tax liability and/or eligibility for tax exemptions.

other than plantation Christmas trees are extractors and should refer
to the provisions in this rule for timber harvesters. ((REW—82-04-—31606—+

The—tax—reporting instruvctions—regarding extracting and—extracting—for
hire—activities provided—elsewhereSn—this—rulte—appty~) )

(11) Timber harvest operations in conjunction with other land
clearing or construction activities. Persons sometimes engage in tim-

ber harvest operations in conjunction with ((the—etearingofJlandFfor

land clearing or construction activities,
improving land for residential or commercial
golf courses, parks, or other improvements to
tivity has its own tax conseguences and may be
variety of taxes and tax classifications.
toutabte—+to—+the)) derived from a timber harvest
opers O ((tez—under—+the—tax——elassifieations—as
desert +—e e } a++e)) the provisions in this rule for
timber

(b) v rEabte o re)) derived from clearing or im-—
proving of Ia - uction of ((¥ke)) residential ((eem—
O COtESE < rcial, or other ((develepmernt)) 1im-—
provements is suk t to holesaling B&O tax, retailing((+))
B&O tax and retsd sales public road construction B&0O tax, as
the case may be. Refer to WAC™458-20-170, 458-20-171, and 458-20-172
for tax-reporting information regarding these construction activities.
Persons performing landsgape and hortd nral services such as cut-
ting or trimming trees after the veloped should refer to WAC
458-20-226.

Example 14. Combined clearing and timber harvest-
ing) .

Facts: ILCG Land Clearing and

FFE Corporation (FFF), a commercial
clear and grade an unimproved par
cleared and graded, FFF intends to warehouse on
the property, which it will lease to ] . Ihe property
contains a significant amount of standi T3 ' is respon-—
sible for harvesting and selling on F
the contract. The contract between FFF and LCG includes $25,
for the timber extraction services and a $75,000 charge f
clearing and grading services. FFF receives all of the
the sale of the timber to a third-party buyer. LCG hire
tor, HHH Iogging Company (HHH) to extract the timber
ty. LCG pays HHH $20,000 for its services. The 1lo
sold to JJ Mill Company (JJ) for $30,000 at wholesa

Result: I.CG is an extractor for hire with respect to the $25,000
in proceeds from FFF for the harvest of the standing timber. The gross
income is subject to B&0O tax under the Extracting for Hire Timber
classification. ILCG is also subject to B&0O tax under the Retailing
classification and must collect retail sales tax from FFEF on the
$75,000 in proceeds for the clearing and grading of the real property.

HHH is an extractor for hire with respect to the $20,000 in pro-
ceeds from LCG for the harvest of the standing timber. The gross in-
come is subject to B&0O tax under the Extracting for Hire Timber clas-
sification.

FFF is an extractor with respect to the sale of the harvested
timber to JJ. FFF must report $30,000 in gross income under the Ex-

such as
building
real Prog
subjec

LCG) is hired by
ment company, to
by FFF. Once

the proper-
re ultimately
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tracting Timber and Wholesaling of Timber or Wood Products B&O tax
classifications. FFF may also be eligible for the MATC, if the sale to
JJ occurred in Washington.

(12) Logging road construction and maintenance. Constructing or
maintaining logging roads (whether active or inactive) 1is considered
an extracting activity. Income derived from this activity is subject
to B&0O tax under the Extracting or Extracting for Hire ((B&o—tax——aS
the—ease—may—Pbe)) classification. This income is not subject to
((£he)) retail sales tax. A person constructing or maintaining a log-
ging road is a geonsumer of all materials incorporated into the logging
road. The puz se or use of these materials is subject to either
or use tax.
materials provided without charge.

)) or timber harvesters may provide materials

( (witheout—eharge)) to persons constructing or
ads without charge. In such cases, ((white—both

o —coRSume arde he ~)) tax is
due onlx o > f e materials.
(id) on g or maintaining the roads is respon-
sible for re ting the wvalue of the materials, unless
((=%)) the perso the landowner or timber harvester
previously remit he retail sales or use tax.
Alternative the take a written statement from the
landowner ( (#)) or timber vester certifying that the landowner ((#))
or timber harvester has itted (for pa periods) ((amdtfer)) or will
remit (for future periog all appli retail sales or use taxes
due on materials provide ithout his statement must identify
the period of time, no e ears, for which ((&£)) the
agreement is effective. ¢ 1dent1fy the landowner ( (#))
or timber harvester's tax egistration number
and must be signed by (( & 2
resenptation)) an owner, member, oOr a

vester.

(b) Extracted or manufactured i i . Persons
constructing or maintaining logging< i 3 B&O
tax and use ((faxes)) tax on the value 1 they ex-
tract or manufacture from private pits ' ations
The measure of tax is the value of the extracted or manufact prod-

ucts ( (—as—the—case—may—Pbe)). See WAC 458-20-112 for additi

mation regarding how to determine the "value of products."
(1) If ((he)) a person ((either)) directly, or
with others, extracts and crushes, washes, screens, o
als to be incorporated into the logging road, B
Extracting classification is due on the raw valu the extracted
products ((befere—any manufacturing)). B&O tax undervthe Manufacturing
classification((+)) and use tax are also due ((gper)), measured by the
value of the manufactured product. If the "cost basis" is the appro-
priate method for determining the wvalue of products under WAC
458-20-112, this wvalue includes the cost of transportation to a pro-
cessing point((+)) but does not include any transportation from
((£he)) a processing point to ((¥he)) a road site. ((A)) The MATC may
be taken when computing the B&O tax as explained in WAC 458-20-19301.
(ii) In the case of fill dirt, sand, gravel, or rock that is ex-
tracted from a location away from ((¥ke)) a logging road site, but not

further processed, ((B&o—tax—under—the—extracting——elassifiecations))

Extracting B&O tax and use tax are due based upon the value of the ex-

ends materi-
ax under the
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tracted product. If the "cost of production basis" is the appropriate
method for determining the value of products under WAC 458-20-112,
this wvalue does not include transportation costs to ((£ke)) a 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 maintenance activity.
The person incorporating these materials into the road does not incur
a tax liability for ((etther)) the extracting or ((£ke)) use of these
materials.

(13)

on for hauling logs to export yards. RCW 82.16.050
provides a wEitiEy—tax)) PUT deduction for amounts derived
from the g tation of commodities from points of origin within
this sta ort elevator, wharf, dock, or shipside ("export
cr or navigable tributaries of tidewaters. The
orwarded from the facility, without intervening
and in their original form, to an interstate
duction is allowed when the point of ori-
are located within the corporate limits

es must be
tran tation, by 2
gn destina

This deduction is available only to
ot including hauls within the export
(pt)) placed on the ship. This de-
aul starts in the same city or town
ated.

able only if

the person making
facility ((+)) Dbe
duction is not
where the export
The deduction is ava
are met:
(1) The logs eventu

h of the following criteria

o another state or country;
and

(1i) The form of the
logs are delivered to the
((pwEt)) placed on the ship. The m
(debarking) or the incidental remova
(9) (g), of this rule) while the logs
itself a manufacturing activity, no
"original form" of the logs as cont . .

(b) Documentation requirements i uler must
prove entitlement to the deduction.
ery to an export facility are not, alone, sufficient proof. rtifi-
cate from the export facility operator is acceptable additi
if it is substantially in the following form. Rather th
cate covering each haul, a "blanket certificate" may
one-year period ((ef—%£ime)) 1if no significant chan in operation
will occur within this period of time.

change between the time the
time the logs are
rk from the logs
(see subsection
acility is not

Exemption certificate for logs delivered to an expo facility

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 following 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.
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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
journey.

Trucking Firm

Trucking Firm Address
Trucking Firm UBI#
Export Facility Operator
Operator UBI#
Person Giving Statement

Title of Person Giving Statement

rom the export facility.

PN SN NPT S I + N
OTIT T TTT1T VvV o O o L |y TT Ay

romaszaA £ oLt 7 NN
removeo—LT ot Tty peTTCCt—OT
~ ~

-)) Example 16. OQualifying
an export facility.
MMM) 1is hired to haul logs from a
harvest site to exXpo vy over public roads. The logs will
immediately be aded upon amship for export at the export facility.
As part of its services, will remove bark from 50 percent of the
logs; no other processing activities wi occur. MMM receives $10,000
in exchange for its services.
Result: MMM must neport $10 i gross income under the Log
Hauling over Public Highy S P ation. MMM may also claim a
510,000 deduction from the as s PUT, as the logs will be
shipped directly to another countrv. fird facility, provided
the appropriate exemption certificate
NOTE: Because the mere removal Q
in the form of the logs, the export
in the above form indicating that a
mately be shlpped to another count . : e N elaim——a

PUT deductlon for t
Facts: MMM Hg

idered a change
2 a certificate

A
A=

|
tionally, this means that MMM is not engaged in a processin
activity.

Example 17. Activities that do not qualify for PUT
transportation to an export facility.

Facts: Assume the facts from Example 16, excep
the logs to an export sorting area, approximately mile from the
export facility. At this location further sorti akes place and
( (ed+ghty)) 80 percent of the logs are hauled approximately one mile on
public roads ((te—shipside—and shipped)) for export to another coun-
try. The other ((&wentsy)) 20 percent of the logs are sold and deliv-
ered to local sawmills. ( (Fhre—hawl—+teo—the ——sort

T
+ o heoaita +h RPN Sl Y hoaa1 frrm + 1 FINEZE e RN
TTE oCttoos CIICT To  oitoTIrtC T oo T L Ot —Crit oo T

o
T

at MMM hauls

ney 7oA 2o oot o+
T yora Lo uuu_]\,pl., cO

T
o sz A+ a1~ a A ) )
11\5 yoro cOo uLL_LLJu_LuL g

i

Result: MMM must report $10,000 in gross ncome under the Log
Hauling over Public Highways classification. MMM may not claim a de-
duction from the measure of its PUT, as the logs will not be shipped
directly to another country from the export facility. It is immaterial
( (Ehet—the—havter)) MMM may be paid ((based—or)) an "export" rate for
its services.
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( (Fre—hault—Ffrom—the—sorting—yard—teo——shipside—is)) NOTE: Charges

for the haul of the logs from the export sorting area to the export
facility may be deductible if ((i&%£)) the transportation route 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.

e facts from Example 16, except that once the
MMM to an export facility, the logs will still
need approximately half of a mile to reach the ship
; n theaexport facility).

‘ $10,000 in gross income under the Log
T classification. MMM may also claim a
re of its PUT, as the logs will be
y from the export facility, provided
cate 1is obtained. Movement of the
not an intervening haul.

- Business and occupation tax exemp-
limited exemption from B&O tax for
e a deduction for an amount

)) $100,000 per tax year

Hauling Higk
10,000 d
shipped dire y to
the appropriate ex
logs within the

(14) Small
tion. RCW 82.04.
small harvesters.
not to exceed ((

from the gross receipt icts proceeding or accruing
from timber harvested. 0t reduce the amount of tax
due to less than zero.

((A)) (a) Definition 11 harvester" means

e land of another
either directly
or mechanical
ommercial or
2,000,000

every person, who from his or her o
under a right or license granted by
or by contracting with others for

services, fells, cuts, or takes tim
industrial use in an amount not e
board feet in a calendar year. When i.e., the
United States or any instrumentality tf ’ ate, ineluading its
departments and institutions and political subdivisions, or & munic-
ipal corporation therein) ((se)) fells, cuts, or takes timbg sale
or for commercial or industrial use, not exceeding these A the
small harvester 1is the first person other than the ( (Hrited ates—o

A ) man 3 : N A o 7 N A o ’ - v e 5 Mo A

£ and—eo6 3 aodis onS;—or—a Ak >a orporatie
thereiny)) government entity who acquires title to a possessory in-
terest in the timber. "Small harvester!" does not in€¢lude persons per-
forming under contract the necessary labor or mechanical services for
a harvester, and it does not include the harvesters of Christmas trees
or short-rotation hardwoods. RCW 84.33.035.

((#=F)) (b) Registration - Tax return. A person whose only busi-
ness activity is as a small harvester of timber ((ard—whese—<gress—3n—

— O d

huondred—thousand—dedttars;—is—net)) 1is required to register with the
department for B&0O tax purposes ( (—Fhis—personmustrpeonetheless—regis—
ter—with—+the—foerest—+ax)), unless otherwise specified in WAC

458-20-101 (2) (a), tax registration and tax reporting, or under chap-
ter 82.32 RCW. Small harvester must also register with the forest tax
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program in audit division of the department for payment of the timber

excise tax. See chapters 84.33 RCW and 458-40 WAC for more information
regarding the timber excise tax.

+=))) (c) dExamples. In each of the following examples, the har-
vester must ster with the department's forest tax ((divisioen))
program for S ment of timber excise tax, and must report under
the approp A lassifications as described above in this rule.

( (4 example 12.)) Example 19. Unregistered small harvester.

Fa : A small srvester, not currently registered with the de-
part for B&O taX purposes, harvests timber in June and again in
Augu receiving i F—EReasaad—de- = '- Fre—aas

ceetsres - £ -)) $1O OOO for the June sale and
$200,000 for e Aug i e harvested logs. FEach sale is made
to a lumber mill wh small harvester with a reseller per-
mit.
Result: The all ha must register with the department in
August when the Teceipts he timber harvesting business exceed
the ((epe—hundred h oS4 mRepEteor—amotnt) ) Jross revenue
threshold in WAC 458-20 ' other registration condi-

tions in that rule have et prior to August.
An excrse tax retu =5 be fided +n he—appropriate—period

- o = s n JAY
@i > oV W W A

Example - S S i F—engaeged r—anethe Sie

Aess—that)) must be filed according e tax ing frequency as-
signed by the department (e.g., monttk . Jgua annually) . The
small harvester must report $210,000 gro nder Timber Ex-
tracting and Wholesaling of Timber Woog ax classifi-
cations. The taxpayver is eligible to_repg a 11l harvest-
er" B&O tax deduction from the measun of Dbot assifica-
tions.

Example 20. Registered small harvester.

Facts: RRR Construction Company (RRR) is primarily i
ness of commercial building constructlon and is current
with the department ((

Y
evenue
ducts B&
0.0, 000
B&O ta

4lv 2023 RRR
construction

generates $250,000 in gross wholesaling income fro
activities. RRR is also a small harvester as define n RCW 84.33.035
( (ere—receives——sixEy—thovsand—deolttars) ). In July 023, RRR receives
$60,000 from the sale of ((&he)) timber harvested from one of its con-
struction sites, to a local mill for resale. Year to date, RRR has not

had any other sales of harvested tlmber or wood products.
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Results: RRR 1is required to report $250,000 in gross revenue un-
der the Wholesaling B&0O tax classification for its construction activ-
ities.

RRR is required to report the $60,000 in proceeds from the sale
of logs under the Timber Extracting and Wholesaling of Timber or Wood
Products B&0O tax classifications. RRR is eligible to report a $60,000
"small harvester" B&O tax deduction from the measure of both B&0O tax
classifications. RRR remains eligible for a "small harvester" B&0O tax
deduction up to $40,000 ($100,000-$60,000), 4if it harvests and sells
more timber threugh the end of the tax reporting year.

( (34 : ple 4-)) Example 21. Unregistered small harvester
(deduction carryo .

Facts D on, a small harvester not otherwise registered
with the or B&0O tax purposes contracts with ((a—Fegging

O o N/

& CAW @ W & a Y O a

Facas ter—3ds—fteo—reeeive—sixty)) NNN Logging Company
(NNN ding fimber from real property owned by Mr. Jan-
son. D ins o ship of the timber until it is sold to a
party. g £, Mr. Janson receives 60 percent and the
logging rcent of the log sale proceeds. ((Fhre

srvester as defined in RCW—84-33- S otemb@Bn2021, the har-
vested timber is sold at wholesa L 000, 000 (60% of

$250,000) of which is received by M
Result: Mr. Janson 1s reqguired
for B&O tax purposes and must report tf

ith t epartment
0,000 in es pro-

egiste
entire $2

Products B&0O tax classifications. Mr. Janson 1is eligible
$100,000 "small harvester" B&O tax deduction from the me
B&0O tax classifications, reducing the B&0O taxable reven
Assuming the sale occurred in Washington, Mr. Janson j
to claim a MATC.
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