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Agency: Department of Revenue

Subject of possible rule making: WAC 458-20-141 Duplicating activities and mailing bureaus.

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

Reasons why rules on this subject may be needed and what they might accomplish: The Department is amending
WAC 458-20-141 to address the taxability and sourcing of direct mail, to include examples, along with providing updated
information on the taxability and sourcing of duplicating activities and mailing bureaus.

Identify other federal and state agencies that regulate this subject and the process coordinating the rule with these
agencies: None.

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

[0 Negotiated rule making

[0 Pilot rule making

[0 Agency study

X Other (describe) Parties interested in this rule making may contact the individual listed below. The public may also
participate by providing written comments throughout this rule making or by giving oral testimony at the public meeting or
public 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: Leslie Mullin Name:
Address: P.O. Box 47453, Olympia, WA 98504-7453 Address:
Phone: 360-534-1589 Phone:
Fax: 360-534-1606 Fax:
TTY: 800-833-6384 TTY:
Email: LeslieMu@dor.wa.gov Email:
Web site: Web site:
Other: Other:

Additional comments: Written comments may be submitted by mail or email and should be directed to Leslie Mullin using one
of the contact methods above.

Written and oral comments will be accepted at the Public Meeting.

Date: April 15, 2020 Time: 11:00 am

Public Meeting Location:

Conference Room 114A

6400 Linderson Way SW

Tumwater, Washington 98501
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Date: March 18, 2020

Signature:

Name: Atif Aziz

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 05-03-053, filed 1/11/05, effective
7/1/05)

WAC 458-20-141 Duplicating activities ((and))_, mailing bureaus,
and direct mail services. (1) Introduction. This rule discusses the
business and occupation (B&0O) tax and retail sales and use tax report-
ing responsibilities of persons who engage in duplicating activities,
or who provide malllng bureau or direct mall services in Washington.
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to reference Persons engaged in duplicating ac-
j ide mailing bureau or direct mail services may

want to > ollowing rules for additional guidance:

13 Ingredients or components, chemicals used in

ufacturing, processing for hire, fabri-

facturers and processors for hire—
: i achinery and equipment;
(v) WAC 458-20 i ' dustry;
' 8 i git; products;
and the use of tangible personal

(vii) WAC

property;
(viii) WAC 458-20-19

erty;
(ix) WAC 458-20-193¢

(b) Examples. ' | mples that identify a number
of facts and then state a amples should only be
used as a general guide. The tax re situations must be
determined after a review of all the , ances.

(2) Duplicating activities.

(a) Duplicating is the activit
df&%ﬁ——phe%egfapheér)) 1dent1callv

’

do not include:
(1) Data migration processes for transferring data
age types, formats, or computer systems; or
(1i) Nondigital printing methods involving plates cluding off-
set lithography, flexography, letterpress, dgravure meograph, and
multigraph.
( (Har—Sales—of duplicated produets-)) (b) Taxability of duplicat-
ing act1v1t1es Income from_ the sale of ((?he%eﬁ%f&ﬁh——fk&ﬁaﬁaﬁa$e57

eeﬁs&mefs)) dupllcatlnq activities to consumers that are sourced to

Washington under RCW 82.32.730 is subject to the retailing B&O tax.
( (Fhre—measure—of +ax—3s)) The retailing B&O tax is based on the gross
proceeds of sales. The seller is also responsible for collecting and
remitting retail sales tax on the selling price when making sales to
consumers, unless a specific exemption applies.

The wholesaling B&O tax applies to the gross proceeds of sales
when the buyer purchases the duplicated property for resale without
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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.

intervening use. The seller must obtain a ((resale—eertifiecate)) re-
seller permit from the buyer to document the wholesale nature of any

sale as provided in WAC 458-20-102 (({Resate—<certifiecates))).

If the seller is also the manufacturer of the dupllcated prod-
ucts, ((

)) then refer to (c) of this subsec-

tion.

((#¥)) (c) Duplicating as a manufacturing activity. A person du-
plicating tangille personal property for sale or for commercial or in-
dustrial use use of manufactured property as a consumer) is sub-
ject to the urlng B&O tax ( (edessification—For—further infor—
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5 arrafa Hhe—preece e o hire abrieatingyr)) in WAC
0 rer of duplicated products may also be eligible
actividies tax credit as described in  WAC
anufg er also sells that product.

f-se E opy:Lng ((S—eme—pea_eseﬂ—s—paeev—i—ae—eeﬁs—sm—
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ovineg)) Self-service copyving is
oviding omer access to duplicating eguipment
he busines generally charges the customer on a per
S subject to he retailing B&O tax on the
for self-service copying.
ng retail sales tax, unless
ses, the ((persern)) business
is not engaged in a manufac-

the act1v1tv of
to make copies.
page basis. The business
gross proceeds of sales
The seller is also respo
a specific exemption apg
providing access to dupll

Able fo
les.

turing activity ( (= i e dgross proceeds of
sales from self-service copying are the manufacturing
B&O tax.

( (H)) 82.19 RCW im-
poses a litter tax on manufacturer L ), in-—
cluding businesses engaging in dupli 6 iviti holesalers,
and retailers of certain products. include ({—Pbut—are
rot—timited—=Ftes)) newspapers, magazi household paper
((erd) ), paper products, etc. Thus, persons who duplicate angible

personal property for sale or who provide facilities for sg = vice

copying may incur a litter tax liability. ((Fhe—measure—o e
fax—Fs—+the—gross—proceeds—of—sale—Fer—Ffurther)) Informs aboutvthe
litter tax((—refer—to—<chapter—82-30 REW——and)) i vided in WAC
458-20-243 ( (HE+Eter—ta))) .

((+e+——Pufehases——fef——gesa%e The—pure

=) ()
Wholesale purchases. A person who engages in duplicating activities
and acquires tangible personal property for resale, without interven-
ing use, or as a component or ingredient of duplicated property, is
making a wholesale purchase. Examples of items that may be purchased

at wholesale include paper, ink, toner, ((amd)) staples, etc. ((Refer
+e)) Information about ingredients, components, and chemicals used in

the proce881nq of new articles for sale is prov1ded in WAC 458-20- 113

e&es—fef—sa%e+)). Wholesale purchases are not subject to retall sales
tax when the buyer provides a ((resate—ecertificate)) reseller permit
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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.

to the seller as provided ((b¥%)) in WAC 458-20-102 ( (HResate—ecertifi—
eates))) .

((+)) (g) Purchases subject to retail sales or use tax. A per-
son who engages in duplicating activities and acquires tangible per-
sonal property for use as a consumer must pay retail ((sate)) sales
tax ((fecommonty—referred—+to—as—deferred—sates—Eax'"y)) or use tax di-
rectly to the department when the seller fails to collect retail sales
tax. Examples of purchases by a person engaged in duplicating activi-
ties that are subject to retail sales tax or use tax include photocop-
iers for use byacustomers, cutting boards, office computers, cash reg-
isters, and e. Information about the
use tax(( )) 1s provided in WAC

o O O v \w! > B w o

cetail sales and use tax exemptions for cer-

tocopying equipment
customers to make
where Copy Compa

(paper, toner, and staples) to allow

Copy Company has a separate area
opies for customers. The ((ineceme))
)pies made both by the customers and
are subject to ((¥ke)) retailing B&O
value of themcopies made by Copy Company
acturing B&O tax, and Copy

tax credit as described
0-19301. Litter tax may al-
bseetion )) in WAC

by Copy Company employee
and retail sales taxes.
employees 1is also subje
Company may claim a

so be due as explained
458-20-243.

Copy Company may purchase and staples that
are used or provided in both areas a py Company pro-
vides the seller ((reeeives—a—resat 3 a copy of its
reseller permit. Retail sales or i purchase of
photocopying equipment in both areas ( (ardfor))
or use of the equipment where Copy Co opies may

458-20-13601.

(3) Mailing bureaus ((serwiees)). Mailing bureaus,
to as mail houses, prepare mail pieces for distrib
preees)) such as bulletins, form letters, advertising m
ical publications, and flyers as directed by their cus
tomer may provide the mail pieces to be prepared £ istribution or
the mailing bureau itself may sell the material to customer. Mail-
ing bureaus that duplicate the material being prepared should also re-
fer to subsection (2) ((+—akewe)) of this rule. Mailing Dbureaus that
print ((¥khe)) material ((being—prepared)) for their customers should
((+se)) refer to WAC 458-20-144.

(a) Mailing bureau activities. Activities conducted by mailing
bureaus involve mailing the mail pieces and at least one activity that
alters, imprints, or improves tangible personal property of or for the
customer. These activities include ((+—buvt—are—neottimited+to;—picking
wp+)) addressing, labeling, binding, folding, enclosing, sealing, im-—
printing, bar coding, tabbing, ((aprd—mailing—the mait —pieces— TFhe

rs. The cus-
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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.
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(b) Taxability of mailing bureau activities. Charges for mailing

bureau activities are retail sales and are considered services ren-—
dered in resp to altering, imprinting, or improving tangible per-
sonal property oOf wr for consumers. RCW 82.04.050. Therefore, income
from sale ' g bureau services that are sourced to Washington,
under s ) of this rule or RCW 82.32.730(1), whichever
applica t to the retailing B&0O tax. Mailing bureaus
( (bt 50 responsible for collecting and remitting re-

tail is based on the selling price for these activi-
ties, corsgme¥rsy)) customers unless a specific
exemptio
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Example 2. Mailing Bureau Company (MBC), 1located in cattle,
Washington, provides a service to its customer that entailgl receiving
all of the pieces to be included in a particular mailing the as—

sembling the pieces by machine so the smaller advertisem flyversvand
coupons are contained inside the largest folded piece BC then mails
the advertisements to addresses throughout Washingto ovided by the
customer. Based on these facts, MBC is providing ma g bureau activ-

ities because it improves tangible personal property by sorting and
assembling advertising flvers and then mails the advertising flvyers.
MBC's sales of these mailing bureau services are retail sales sourced
to Washington under subsection (4) (c) of this rule. The sales are sub-
ject to retail sales tax and MBC's gross proceeds from the sales are
subject to B&0O tax under the retailing classification.

(c) Purchases of tangible personal property by a mailing bureau.

(i) Purchases for resale. The purchase of tangible personal prop-
erty for resale without intervening use, or to become a component or
ingredient of property upon which mailing bureau services will be per-
formed is a purchase at wholesale. Examples of items a mailing bureau
might purchase at wholesale include paper, printing ink, envelopes,
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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.

staples, etc. Wholesale purchases are not subject to retail sales tax
when the buyer provides a reseller permit to the seller as provided by
WAC 458-20-102. Information about ingredients, components, and chemi-
cals used in processing new articles for sale 1is provided in WAC
458-20-113.

(ii) Purchases subject to retail sales or use tax. A mailing bu-
reau business that purchases, leases, or otherwise acgquires tangible
personal property for use as a consumer must pay retail sales tax or
use tax directly to the department when the seller fails to collect
the retail sales tax. Examples of such property include photocopiers,
cutting boards omputers, office furniture, equipment to address, la-
bel, fold, ert, meter, stamp, or sort, etc. Information about
the use ts led in WAC 458-20-178.

means printed material delivered or distributed
by U.£ i delivery service to a mass audience or to ad-
provided by the purchaser or at the direc-
e cost of the items are not billed di-
t mail includes tangible personal prop-

tion
rectly

mail seller ' package containing the printed mate-
rial. Direct mail multiple jitems of the same printed
material delivereg 1ddress. RCW 82.32.730(9). The two
types of "direct tising and promotional direct mail"
and "other direct mail," e defined as follows:

(1) "Advertising and t mail" means printed mate-
rial that meets the defi 2il," and of which the pri-
mary purpose is to att ion to a product, person,
business, or organizatio to sell, popularize, or se-
cure financial support £foO rson, business, or organiza-
tion.

"

that is not con-
dless of wheth-
d in the same

(1i) "Other direct mail" means &
sidered "advertising and promotional
er advertising and promotional dire
mailing, but does not include the
or the provision of any data processii ' ' re than in-
cidental. The term "other direct maill ' t limited
to:

(A) Transactional direct mail that contains personal i
specific to the addressee such as invoices, bills, and st
account;

(B) Anv legally required mailing including privac
reports, and stockholder reports; and

(C) Other nonpromotional direct mail delivere
former shareholders, customers, employees, or agen
ters and informational pieces.

(b) Taxability of direct mail activities.

(i) Retail sales. Sales of direct mail services sourced to Wash-
ington are retail sales and subject to the retailing B&0O tax and the
retail sales tax, unless the sale is exempted by law. RCW 82.32.730
and subsection (4) (c) of this rule explain how to determine where a
sale of direct mail is sourced.

(1i) B&O tax deduction. Direct mail delivery charges may be de-
ducted from the measure of B&0O tax, and thus are not subject to the
retailing B&0O tax if the delivery charge is separately stated on the
invoice. If the delivery charge is not separately stated on the in-

O existing or
uch as newslet-
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voice, it is considered part of the measure of tax and subject to the
retailing B&0O tax. RCW 82.04.4272.

(iii) Sales and use tax exemption. Sales and use taxes do not ap-
ply to delivery charges for the delivery of direct mail if the charges
are separately stated on an invoice or similar billing document given
to the purchaser. RCW 82.08.807; RCW 82.12.807.

Example 3. Bar Coding Services, Inc. (BCS) is located in Washing-
ton and provides a bar coding service for businesses that desire auto-
mated postage rates that are lower than standard rates. BCS's custom-
er, Department aStore, delivers direct mail to BCS for service, pro-
cessing, and ery. BCS adds the appropriate postage using its own
postage acco aling $120 and separately invoices this cost. BCS
e fee of $600. BCS then delivers the letters to
the U.S. e. BCS's service fee of $600 invoiced to Depart-
to retailing B&O tax and retail sales tax. The
tage charge of $120 is deductible from both the
B&O ' ax because of the direct mail delivery de-

S o i t mail - "Advertising and promotional

direct mai il."
(1) Intrastateg
locations within

Direct mail delivered from and to
istate direct mail, whether "adver-
" or "other direct mail" delivered
bject to retailing B&0O tax and retail
sourced one of two ways:

ler with a direct pay per-
mit, a streamlined sale ent (SSUTA) exemption cer-
tificate claiming direct written statement approved,
authorized, or accepted bv.gfhe depa , the seller, in the absence
of bad faith, is relieved o lect, pay, or remit
any taxes to which the direct pay pe€ tion certificate,
or statement applies. The purchaser e to the juris-
dictions to which the direct mail i d must pay and
report any applicable tax due.

(B) If the purchaser does not
the income of intrastate direct mail i tion from
which the direct mail was shipped.
case of intrastate sales of advertising
services, the seller may instead elect to source the sales
(c) (ii) (A) (IT) of this subsection; i.e., according to t
information provided by the purchaser. RCW 82.32.730
(5) (a) (iii).

(1i) Interstate direct mail - Direct mail deliv
ton to locations outside of Washington or delivere Washington from
locations outside of Washington. Interstate sales of "advertising and
promotional direct mail" or "other direct mail" are sourced as fol-
lows:

(A) For "advertising and promotional direct mail," if the pur-
chaser:

(I) Provides the seller with either a direct pay permit or SSUTA
exemption certificate claiming direct mail, or other written statement
approved, authorized, or accepted by the department, the seller, in
the absence of bad faith, is relieved of all obligations to collect,
pay, or remit any taxes to which the direct pay permit, SSUTA exemp-—
tion certificate, or other written statement approved, authorized, or
accepted by the department applies. RCW 82.32.730 (5) (a) (ii). The pur-

to a location in
sales tax, and the sales
(A) Tf the purchase

from Washing-
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chaser must source the sale to the Jjurisdictions to which the adver-
tising and promotional direct mail is to be delivered and must pay and
report any applicable tax due;

(II) Provides the seller with information showing the Jjurisdic-
tions to which the advertising and promotional direct mail is to be
delivered to recipients, the seller must source the sale to the juris-
dictions to which the direct mail is to be delivered and must collect
and remit the applicable tax. RCW 82.32.730 (5) (a) (iii). In the ab-
sence of bad faith, the seller is relieved of any further obligation
to collect anvaeadditional tax on the sale of advertising and promo-
where the seller has sourced the sale according to
the deliver 1T ation provided by the purchaser;
provide the seller with any of the information in
subsection, the sale must be sourced to the lo-

advertising and promotional direct mail was
(5) (&) (dv) .
mail," if the purchaser:
with either a direct pay permit or SSUTA
direct mail, or other written statement
ed by the department, the seller, in
ieved of all obligations to collect,
he direct pay permit, SSUTA exemp-
tion certificate statement applies. RCW 82.32.730
(5) (b) (4ii) . The source the sale to the jurisdictions
to which the other direct s to be delivered, and the purchaser

(A) (1)
cation

the absence
pay, or remit any

any of the information in
sourced to the address for
siness records of the sell-
course of business. RCW

(IT) Does not provi
(A) (I) of this subsectio
the purchaser that is ave
er that are maintained
82.32.730 (1) (¢) and (5) (b)

Example 4. Washington
Mailing Bureau (OSMB), which has sub
alter, imprint, improve, and delive
rect mail consisting of brochures
ers in Washington. WGS provides OS
taining Jjurisdictional information
invoice to WGS charging a service fee
ted postage charge of $200. Under these facts, OSMB has mad
sale that is sourced to Washington in accordance with (c
subsection (4) because: (1) The activity involves an in
of "advertising and promotional" direct mail; (2) WGS i
OSMB with a direct pay permit or SSUTA exemption cert]
provide a mailing address 1list containing Jurisdic
for its customers; and (3) The advertising and motional direct
mailings are to be delivered to WGS's customers in shington.

OSMB must collect from WGS and remit to the department the retail
sales tax based on the delivery location of the mailings. The postage
charge of $200 is a separately stated direct delivery charge that is
exempt from the retail sales tax. OSMB also owes retailing B&0O tax on
the gross proceeds of the sale. However, the postage charge is deduc-
tible from the measure of B&O tax.

Example 5. Out-of-State Bank (0OSB) is located in Portland, Ore-
gon. OSB hires Quick Statement Printers (QSP), located in Vancouver,
Washington, to mail bank statements to its customers. OSB does not
provide QSP with a direct pay permit or SSUTA exemption certificate,
but QSP has the Oregon business address of OSB in its business re-

ires OQut-of-State
Washington, to
romotional di-
its custom-
list con-
sends an

1l information
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cords. 0SB sends a mailing address list containing its customers' Jju-
risdictional information to QSP. QSP invoices OSB a service fee of
81,500 and separately stated postage of $200. Under these facts, the
retail sale is sourced to Oregon in accordance with (c) (ii) (B) of sub-
section (4) because: (1) The activity involves an interstate sale of
"other direct mail;" (2) OSB did not provide OQSP with a direct pay
permit or SSUTA exemption certificate; and (3) OSB's Oregon address is
available from QSP's business records.

Washington retail sales tax and retailing B&0O tax is not owed on
this sale because the sale is sourced outside of Washington based on
OSB's address

inter produces 1,000 copies of a form letter, each
tomer information. Under the contract, the print-
ink-wrap the pallet and release the statements to
l-party mailing service provider selected by the
ser has contracted separately with the mailing
old, dnsert the form letters into envelopes, and
erial is not "direct mail" because the
ng or distributing the printed material
ces on a mailing list at the direction

Persons purchasing mailing lists
y are purchasing a digital product
use tax unless purchased for resale
or some other exemption a . Information about the sale and use of
digital products and how determine t liability for digital prod-
ucts is provided in WAC
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