CODE REVISER USE ONLY

PROPOSED RULE MAKING OFFICE OF THE CODE REVISER

STATEOF WASHINGTON
FILED

CR-102 (December 2017) e ane 2, 2022

(Implements RCW 34.05.320)
Do NOT use for expedited rule making WSR 22-13-151

Agency: Department of Revénue

Original Notice
1 Supplemental Notice to WSR
UJ Continuance off WSR

Preproposal Statement of Inquiry was filed as WSR 21-24-074 ; or

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

U] Proposal is exempt undet RCW 4

Title of rule and other identifying information: (describe subject) WAC 458-20-145 titled State and local sales and use tax
— Sourcing retail sales — Sourcing for 4Se tax purposes, is the rule that explains how to determine where sales of tangible
personal property, retail services, extended warranties, digital products, digital codes, and leases of tangible personal
property are sourced for purposes of the business and occupation tax, retail sales tax, and use tax.

Hearing location(s):
Date: Time: Locationk (be specific) Camment:

July 27, 2022 1:00pm Virtual Meeting Contact Sierra Crumbaker at SierraC@dor.wa.gov for
login/dial-in information

Date of intended adoption: August 19, 2022 (Nate:"This iISINOT the effective date)

Submit written comments to:

Name: Patrick Watkins

Address: PO Box 47453, Olympia, WA 98504-7453
Email: patrickw@dor.wa.gov

Fax: (360) 534-1539

Other:

By (date) August 5, 2022

Assistance for persons with disabilities:
Contact Julie King

Phone: (360) 704-5733

Fax:

TTY: 800-833-6384

Email:

Other:

By (date)

Purpose of the proposal and its anticipated effects, including any changes in existing rules: The Department is
updating this rule for a number of reasons, including the following: @) incorporating existing provisions for sourcing sales of
tangible personal property found in WAC 458-20-193(Part 2), b) incorporating provisions and examples that clarify the
Department’s existing historical policies for use tax sourcing, c¢) reorganizing and reformatting to current standards, d)
clarifying existing provisions and examples in the rule to ensure the Department’s existing historical policies are clearly
represented, e) retitling the rule to better represent the content and scope of the rule, and f) clarifying or incorporating any
other relevant or related information based on external stakeholder comments.
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Reasons supporting proposal: Taxpayers will find that the updates to the rule will clarify statutory language while providing
examples that will assist with reporting requirements for business and occupation tax, retail sales tax, and use tax.

Statutory authority for adoption: RCW 82.01.060(2); RCW 84.32.300

Statute being implemented: RCW 82.32.730; RCW 82.04.040; RCW 82.04.050; RCW 82.08.020; RCW 82.12.010; RCW
82.12.020; RCW 82.12.0255; RCW 82.14.010; RCW 82.14.030; RCW 82.14.490.

Is rule necessary because
Federal Law?

O Yes No

Federal Cour ion? U Yes No
State Cou ion? U Yes No
If yes, CITATIG
Agency co > i , as to statutory language, implementation, enforcement, and fiscal
matters: No

O Private
O Public
Governmental

Name of agency personnel responsible fo
Office Loe Phone

SW, Tumwater, WA (360) 534-1539

Name

Drafting: Patrick Watkins

Implementation:  John Ryser (360) 534-1605

Enforcement: John Ryser 6400 Lindersa (360) 534-1605

Is a school district fiscal impact statement required under R [J Yes X No

If yes, insert statement here:

The public may obtain a copy of the school district fiscal impact
Name:
Address:
Phone:
Fax:
TTY:
Email:
Other:

Is a cost-benefit analysis required under RCW 34.05.328?

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

X No: Please explain: This rule is not a significant legislative rule as defined by RCW 34.05.328.
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Regulatory Fairness Act Cost Considerations for a Small Business Economic Impact Statement:

This rule proposal, or portions of the proposal, may be exempt from requirements of the Regulatory Fairness Act (see
chapter 19.85 RCW). 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:

I 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.

1 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.

I This rule proposal, or p

of the proposal, is exempt under RCW 19.85.025(3). Check all that apply:

O RCW 34.05.310 (4)(e)
(Dictated by statute)

O RCW 34.05.310 (4)(f)
(Set or adjust fees)

O RCW 34.05.310 (4)(g)
((i) Relating to agency hearings; or (ii) process
requirements for applying to an agency for a license
or permit)

U] This rule proposal, or portions of C nder RCW __ .

COMPLETE TH
If the proposed rule is not exempt, does it i

No  Briefly summarize the agency’s z ere calculated. The proposed rule does not
impose more than minor costs on taxpayers; y requirements not already provided for in statute.
The proposed rule does not impose new fees, Snts i idelines that are not already
established in statute.
] Yes Calculations show the rule proposal likely imposes Iy
economic impact statement is required. Insert statement here

sses, and a small business

The public may obtain a copy of the small business economi
contacting:

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

Date: June 21, 2022 Signature:

Name: Atif Aziz M \
Title: Rules Coordinator / 5’

Page 3 of 3




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

AMENDATORY SECTION (Amending WSR 08-12-035, filed 5/30/08, effective
6/30/08)

WAC 458-20-145 ( (heecal—sales—and —use—tax-)) Sourcing retail
sales for business and occupation tax and state and local retail sales
tax—Sourcing of use tax for purchasers.

Part 1. General Information.

Introduction. ( (EffeetiveJuty—3++—2008— Washington
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e ¢ 2 £ : ble—perseonal—preperty—Fs——soureeds)) This rule

where sales of tangible personal property,
yarranties, digital products, digital codes,
nal property are sourced for purposes of
O) tax and the combined state and local
2. 730. This rule also explains how to
poses of sourcing combined state and

explad
retal
and 1e
the bus 5
retail sal
determine where use
local use tax.

(102) Organi
as follows:

Part 1. General information.

Part 2. General sourxeling rules for mest retail sales of tangible
personal property, extended warranties digital products, digital co-
des, and other retail se ces.

Part 3. Special so ing
and services.

Part 4. Sourcing rules
al property.

Part 5. Sourcing rules for use t

(103) Other rules may apply. R t to refer to
the following rules:

(a) WAC 458-20-153 Funeral esta

(b) WAC 458-20-15502 Taxation of

(c) WAC 458-20-15503 Digital produ .

(d) WAC 458-20-158 Florists and nurserymen.

(e) WAC 458-20-211 Leases or rentals of tangible perso
ty, bailments.

(f) WAC 458-20-245 Taxation of competitive tele
telecommunications service, and ancillary service.

(104) Examples. This rule contains examples th
ber of facts and then state a conclusion. These ples should be
used only as a general guide. The tax results of a situations must
be determined after a review of all the facts and circumstances.

(105) Definitions. The following definitions apply to this rule:

(a) "Extended warranty" means an agreement for a specified dura-
tion to perform the replacement or repair of tangible personal proper-
ty at no additional charge or at a reduced charge for tangible person-
al property, labor, or both, or to provide indemnification for the re-
placement or repair of tangible personal property, based on the occur-
rence of specified events. The term "extended warranty" does not in-
clude an agreement otherwise meeting the definition of extended war-
ranty in this subsection, i1f no separate charge is made for the agree-

is rule is divided into five parts

~tail sales of certain goods

or les 5 of tangible person-

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

ment and the value of the agreement is included in the sales price of
the tangible personal property covered by the agreement. See RCW
82.04.050(7).

(b) "Florist" means a person whose primary business activity is
the retail sale of fresh cut flowers, potted ornamental plants, floral
arrangements, floral bouguets, wreaths, or any similar products, used
for decorative and not landscaping purposes. See RCW 82.32.730 (9) (e).
"Primary business activity" means more than 50 percent of a person's
gross sales revenue is derived from the activity.
and "rental" mean any transfer of possession or con-
personal property for a fixed or indeterminate term
ee RCW 82.04.040 for a complete definition of the

"

trol of tangi
for considen

e" generally means every vehicle that is self-
cehicle that is propelled by electric power ob-
taineg rolley wires, but not operated upon rails. See

¢ cle 3 a device capable of being moved upon a

ation" means the property's physical ad-
and kept in the lessor's records main-
business, provided use of this ad-
dress does not cor ith. The primary property location
will not change ' j tent use of the leased property in
different local ] ., use of leased business property
on business trips or serv S to multiple jurisdictions.

(f) "Purchaser" has same meanidg as in RCW 82.08.010 and
82.12.010, and includes

(g) "Purchaser's do
to whom the purchaser d
ent

1, other than the purchaser,
goods (e.g., a gift recipi-

ing po sion of, or having
and making first
e possession by
RCW 82.32.730
al automated
e of digital goods or

(h) "Receive" and "re
dominion and control over, tangible %
use of services. "Receive" and "rece
a shipping company on behalf of
(9) (f). The term also means maki
services, or taking possession or ma
digital codes, whichever comes first.

(i) "Retail sale" has the sam
82.04.050 and includes, but is not 1limited to, sales and
tangible personal property, sales of retail services, sale
ded warranties, digital goods, digital codes, and digi
services.

(1) "Retail service" means those services d
82.04.050 as retail sales. This definition include
labor and services rendered with respect to tangib

ty.

tail sales of
ersonal proper-

(k) "Semi-trailer" means every vehicle without motive power de-
signed to be drawn by a vehicle, motor wvehicle, or truck tractor and
so constructed that an appreciable part of its weight and that of its
load rests upon and is carried by such other vehicle, motor vehicle,
or truck tractor. See RCW 46.04.530.

(1) "Shipping company" means a separate legal entity that ships,
transports, or delivers tangible personal property on behalf of anoth-
er, such as a common carrier, contract carrier, or private carrier ei-
ther affiliated or unaffiliated with the seller or purchaser. A "ship-
ping company" 1is not a division or branch of a seller or purchaser

[ 2] 0TS-3481.5



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

that carries out shipping duties for the seller or purchaser, respec-
tively.

(m) "Source," "sourced," or "sourcing" refer to the location (as
in a local taxing district, jurisdiction, or authority) where a sale
or lease is deemed to occur and is subject to retail sales tax. It al-
so, for purposes of this rule, refers to the location where "use" is
deemed to occur for purposes of use tax paid by purchaser as a consum-
er. The department assigns location codes to identify the specific
taxing locations that receive the local taxes. These location codes
are used on taxe returns to accurately identify the correct taxing lo-
cation and ta e.

Seller \eir agents are responsible for determining the ap-
propriate or all their taxable retail sales ((faxakte)) in
Washingtg 1d their agents are also responsible for collect-
ing fro ers the correct amount of tax due upon each sale
and re to the department.

[ 31 0TS-3481.5



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

onal property" means property that can be
seen, or touched, or that is in any other
manner pex and, for sales and use tax purposes,
includes prewritten . e RCW 82.08.010(7), 82.08.950, and
82.12.950 for more Lt ]

(o) "Trailer ean icle without motive power designed
for being drawn J/ Or us ' junction with a motor vehicle con-
structed so that no appr ab part of its weight rests upon or is
carried by such motor ve le, but does net include a municipal trans-
it vehicle, or any portiag hereof. Sece CW»46.04.620.

(p) "Transportation/equipment! ansk

(1) Locomotives andixail
interstate commerce;

(1i) Trucks and truck acto
of 10,000 pounds or greater, traile
buses that are:

(A) Registered through an Inter iona
national Registration Plan is a re roci F
the United States and provinces of Ganada Yo
cense fees on the basis of total dis e ope
tions) ;

(B) Operated under authority of a carrier authorized an
cated by the U.S. Department of Transportation (or other
thority) to engage in carryving people or property in in
merce;

(1ii) Aircraft operated by air carriers authorize
ted by the U.S. Department of Transportation (or oth
eign authority) to carry people or property by ai
foreign commerce; and

(iv) Containers designed for use on, and component parts attached
or secured on, the items described in (p) (i) through (iii) of this
subsection. RCW 82.32.730 (8) (e).

(106) Other resources. The department offers a number of resour-
ces to assist taxpayers in sourcing retail sales. These resources in-
clude:

(a) The "Local Sales & Use Tax Flyer." This publication is upda-
ted every quarter and is available online on the department's website
at www.dor.wa.gov. The publication provides a 1listing of all local
taxing Jjurisdictions, location codes, and their corresponding tax
rates.

carry people or property in

hicle weight ratings
ers, Or passenger

gross
nd semi

gistra on Plan (Inter-
reement ong states of
ing for ‘payment of 1i-
ed in jurisdic-

d certifica-
ederal or for-
n_ interstate or

[ 5] 0TS-3481.5



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

(b) The online sales and use tax rate look up application (GIS).
This is an online application that provides current and past sales and
use tax rates and location codes based on an address or a selected lo-
cation on a map. It also allows users to download data that they can
incorporate into their own systems to retrieve the proper tax rate for
a specific address. Visit the department's website at dor.wa.gov for
more information on this topic.

Part 2. General Sourcing Rules for Most Retail Sales.

201) State and local retail sales tax sourcing rules for most
retail sales. e toseetieon)) Part 2 of this rule describes Wash-
ington's re E. les tax general sourcing rules ( (—Subseetion—2){a)

£ +n e o oo | 1 h o roam A o I a O 1~ N1 & o h

-y

for sales ofl tangible personal property, extended warran-
ties, other retail serviges, and transpomtation equipment. The sourc-
ing provisions for Washi on's retai ales tax in this Part 2 also
apply to retailing B&O t for redt s. Part 3 of this rule de-
tails exceptions to the genera idance in this Part 2.

This part also generd AP P. retail sales of digital prod-
ucts and digital codes. aders refer ©o WAC 458-20-15503,
which extensively addresses the so ' products and co-
des. This rule does not address soun that are unigue
to sales of digital products and code

General sourcing rules apply iz

2l N P I T cellar £ ot
LTI 15 TIMTTTATTOS CTITaCT S i s [0 PR S S o [ S N W
S
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.
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meaning that if

) ) 2

the seller has information necessary to satisfy the reguirement in

a)
If

(

then those sourcing provisions must be applied.

of this subsection,
the reguirement in

the seller

of this subsection ap-

of this subsection does not apply,

(a)

)

b

(

must consider whether the requirement in

0TS-3481.5
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Under no circumstances is this proposed rule to be used to determine tax liability and/or exemptions.

plies, and apply those sourcing provisions to the sale. If the re-
guirement in (b) of this subjection does not apply, then the seller
must use the same method in determining whether the regquirements first
in (¢c), second (d), or third (e) of this subsection apply respective-
ly, and then apply the applicable sourcing provision. Retail sales
must be sourced in this manner as follows:

(a) Business location of the seller;

(b) Other location of receipt by the purchaser;

(c) Purchaser's address maintained in the seller's ordinary busi-
ness records;
d) Purch 's address obtained at the consummation (i.e., com-
pletion) of > sale;

e L ing.

20 ocation of the seller. If a purchaser or a pur-
chaser' s tangible personal property, a retail service,
an e or a digital product at the seller's business
loca% sourced to that business location.

etai vices, this sourcing rule will generally
s retail services at the seller's place
of busines , a ‘ ¢ ir shop where purchasers pick up the
repaired goods at the ocation.

Example 1. Tangibl. property received at seller's Wash-
ington business

Facts: Bill{, & Tacoms
ring from a Jjeweler locat
Renton location.

Conclusion: The sel
ness location.

Example 2. Tangible perso e
ington business location, pufchase

Facts: Jane, an Idaho resident pt
mattress at a retailer's physical storé

Conclusion: Even though Jane ta
her use, the seller must source the
tion.

apply w

t, travels to Renton and purchases a
Renton. Bill receives the ring at the

must sou sale to its Renton busi-

received at seller's Wash-
esident of another state.
hases ar takes receipt of a
in Spoks Washington.

the mz ress back to Idaho for
e to 5 Spoka business loca-

s

ler's out-
t.

Example 3. Tangible personal propecr ,Agé; ived at" se
of-state business location, purchaser i Washi on resi

Facts: Luggage Retailer has retal stores ated in hington
and Oregon. John, a Washington resident, goes to ILuggage Retailer's
store in Portland, Oregon to purchase luggage. John takes )Ssession

of the luggage at the store.

Conclusion: The seller must source the sale to its
ness location where John took possession of the luggag
ject to use tax on the luggage upon his use of the 1
ton. Refer to Part 5 of this rule for more inf
sourcing requirements for use tax imposed on the p
sumer.

Example 4. Tangible personal property received at seller's Wash-
ington business location using purchaser's own trucks, purchaser is an
out-of-state business.

Facts: An out-of-state purchaser takes possession of tangible
personal property in Vancouver, Washington and immediately delivers
the tangible personal property to the purchaser's out-of-state loca-
tion.

Conclusion: The sale is sourced to Washington because the pur-
chaser received the tangible personal property in Washington.

land busi-
John is sub-
3ge in Washing-
ation regarding
chaser as a con-

[ 11 ] 0TS-3481.5



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

Example 5. Tangible personal property received at seller's Wash-
ington business location by an affiliated shipping company (separate
legal entity), receipt by purchaser is outside of Washington.

Facts: The purchaser in Example 4 uses a wholly owned "shipping
company" (a legal entity separate from the purchaser) to receive pur-
chased goods in Vancouver, Washington and immediately deliver them to
the purchaser's out-of-state location.

Conclusion: Because "receive" and "receipt" do not include pos-
session by the "shipping company," including a "shipping company" that
is affiliated with the purchaser, the sale is sourced to the location
where the p ser receives the goods outside of Washington. The
seller shou ain records that support the sourcing of the sale
: See subsection (203) (b) of this rule for more
details ng requirements.
service received at seller's Washington busi-

iew resident, takes her car to a mechanic
he mechanic services the car at the Cen-
ater Barbara picks up the car from the

Conclusion: source the sale to its Centralia
business location.
Example 7.
business locatio
Facts: Saffron, a D
Burien computer retailer
purchases and receives a
at the Burien location.
Conclusion: The sel
ranty and computer to its S location.
(203) Other location o e
er receives tangible personal prope
ucts or codes, or an extended warrar other than the
seller's place of business, then the > d to the loca-
tion where the purchaser, or the pu es the prop-
erty, retail service, digital prod warranty.
This location may be indicated in ins i e seller,
for delivery to the purchaser or the pu
(a) Delivery terms, such as "FOB shipping point" and
gin," and the Uniform Commercial Code's provisions defini
where risk of loss passes, do not determine where the pla
occurs.

(b) The seller must retain documents used in the
of the seller's business to show how the seller k
where the purchaser or purchaser's donee received goods. Accepta-
ble proof includes, but is not limited to, the following documents:

(1) Instructions for delivery to the seller indicating where the
purchaser wants the goods delivered, provided on a sales contract,
sales invoice, or any other document used in the seller's ordinary
course of business showing the instructions for delivery;

(1i) TIf shipped by a shipping company, a waybill, bill of lading,
or other contract of carriage indicating where delivery occurs; or

(1ii) If shipped by the seller using the seller's own transporta-
tion equipment, a trip-sheet signed by the person making delivery for
the seller and showing:

(A) The seller's name and address;

(B) The purchaser's name and address;

received at seller's Washington

es resident, buys a computer from a
Nhen purchasi the computer, Saffron also
L warranty for the computer

If the purchas-
es, digital prod-

inary course
the location

[ 12 ] 0TS-3481.5
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(C) The place of delivery, if different from the purchaser's ad-
dress; and

(D) The time of delivery to the purchaser together with the sig-
nature of the purchaser or its agent acknowledging receipt of the
goods at the place designated by the purchaser.

Example 8. Tangible personal property delivered to purchaser's
address.

Facts: Wade, a Seattle resident, buys furniture from a store lo-
cated in Everett. Wade has the furniture delivered to his Seattle res-
idence, where he will receive it.

Conclusioh: The seller must source the sale to Seattle, the loca-
tion where t#ie purchaser received the furniture.

Example 9. Remotely accessed prewritten software.

Facts: Joanne, a Port Angeles business ownher, purchases a pre-
writtend software program online from a store located in Sequim. Joanne
receiydes access to the software remotely, at her home address in Port
Angedles. The seller has information identifving Port Angeles as the
locationhwhere thedsoftwaxe s accessed by the customer.

Conclusion .« The seldler must source the sale to Joanne's Port An-
geles home lé€ation.

Example 10. Tangible personal property delivered to purchaser via
third-party shipping company.

Facts: An ouf-of-state seller uses a third-party shipping company
to ship goods t© a customermd®cated in FEllensburg. The seller first
delivers the goods to the shipping company outside Washington using
its own transportation eguipment. The shipping company delivers the
goods to Ellensburg.

Conclusion: The seller must asource/ the sale to Ellensburg, the
location of receipt by the purehaser. Even though the shipping company
took possession of the goodsS outside of Washington, possession by the
shipping company is not reeceipt Dy athe purchasef for Washington tax
purposes.

Example 1ll1l. Tangible personal property freceived by purchaser's
affiliated shipping company outside Mashington then ‘delivered to pur-
chaser.

Facts: A purchaser's affiliated shipping ‘company arramnges to pick
up goods from an out-of-state seller'sd business docationt amd deliver
the goods to the purchaser's Yakima faeility. The affiliatedashipping
company has the authority to accept and inspect the goods. phior to
transport on behalf of the buver.

Conclusion: The seller must source the sale to Yakimé&, the“loeca-
tion of receipt by the purchaser. Possession by a shippidng company on
behalf of a purchaser, including a shipping company @ffiliated with
the purchaser, is not receipt for purposes of this4Lrule. A shipping
company's authority to accept and inspect goods ond behalf of a buyver
does not constitute receipt by the buyver.

Example 12. Purchaser exercises dominion and control over tangi-
ble personal property outside Washington, prior to receiving the tan-
gible personal property in Washington.

Facts: An out-of-state manufacturer with nexus in Washington
sells coffee mugs to a Washington-based purchaser in the business of
selling small guantities of the goods under its own label in its own
packaging. The purchaser directs the seller to deliver the goods to a
third-party packaging plant located out-of-state for repackaging of
the goods in the purchaser's own packaging. The purchaser then has a
third-party shipping company pick up the goods at the packaging plant.

[ 13 ] 0TS-3481.5
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Conclusion: The purchaser takes constructive possession of the
goods outside of Washington because it has exercised dominion and con-
trol over the goods by having them repackaged at an out-of-state pack-
aging facility before shipment to Washington. The seller must source
the sale to the location of the out-of-state packaging plant.

Example 13. Retail service received at location of the purchaser.

Facts: Brett, a Tacoma resident, hires ABC Painting Co., located
in Olyvmpia, to paint his home. ABC's employvees perform the painting
services at Brett's home in Tacoma.

Conclusions The seller must source the sale to Tacoma, the loca-
tion where thefl customer received the retail service.

Exampled 14.  Retail repair service received at the location where
repaired goods are received.

Facts: Gabe, a Shoreline resident, sends a clock to a repair
busines§ JTocated in|Auburn. The business repairs the clock and then
delivers the clock to Gabe's home in Shoreline.

Conclusion: The selleramust source the sale to Shoreline, the lo-
cation where the céistomerdreceived the repaired clock.

Example 15.4Retail {repair service received at the location where
repaired goods are received (repair service in state, receipt of re-
paired goods out-of-state).

Facts: Assume 4the facts in ExXample 14, except that Gabe is a res-
ident of Nevada, /&and that the repaired clock will be delivered by the
seller to Gabe'sChome in Las Wedas.

Conclusion: The seller must source the sale to Las Vegas, NV, the
location where the customer received the mepaired clock.

Example 16. Extended warranty deddvered to location of the pur-
chaser.

Facts: Tara, a Chelan resdident, buy¥ys a computer over the inter-
net. The retailer offers "agffive-year eXtended warranty. Tara decides
to purchase the extended wa¥ranty and sends the s@ller the appropriate
paperwork. The seller then sends the extendeddwarrxanty documents to
Tara's home in Chelan.

Conclusion: The seller must soukce thedsale to Chelan, the loca-
tion where the customer received thel extended warranty documents.

Example 17. Tangible personal “propexty delivered to .location of
purchaser's donee.

Facts: Sandra, a Vancouver, Washington resident, buys“aacomputer
online from a merchant in Seattle. The computer is a gift forawTim, a
student attending college in Pullman. The purchaser directs4the seller
to ship the computer to Tim's home address in Pullman. AJim receives
the computer at the Pullman location.

Conclusion: The seller must source the sale to Pudlman, the loca-
tion of receipt by the purchaser's donee.

(204) Purchaser's address maintained in thed seller's ordinary
business records. If the sourcing rules described in"subsections (202)
and (203) of this rule do not apply, a retail sale is sourced to the
purchaser's address as indicated in the seller's records maintained in
the ordinary course of the seller's business, provided use of this ad-
dress does not constitute bad faith.

Example 18. Tangible personal property picked up by unaffiliated
shipping company from seller's business location, no delivery informa-
tion available.

Facts: A hotel located in Shelton purchases bathroom towels from
a seller located in Bremerton. Rather than having the towels delivered
by the seller, the purchaser uses an unaffiliated shipping company to
pick up the towels at the seller's business location and deliver them

[ 14 ] 0TS-3481.5
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to the purchaser in Shelton. The seller is not able to obtain delivery
information for the purchase; however, the seller maintains the ad-
dress of the purchaser for billing purposes.

Conclusion: The seller must source the sale to Shelton using the
purchaser's address information retained in the seller's ordinary
business records.

(205) Purchaser's address obtained at the consummation of sale.
If the sourcing rules described in subsections (202), (203), and (204)
of this rule do not apply, the sale must be sourced to the purchaser's
address obtained during the consummation of sale. If no other address
is available, address may be the address included on the purchas-
ment (e.g., check, credit card, or money order),
address does not constitute bad faith.
itten software delivered electronically, loca-
eceipt is unknown, billing address information

itten software over the internet from a re-
Island. The seller transmits the pre-
ddress designated by Eric. The email ad-
ocation. Eric pays for the software by
evant credit card information, Eric
discloses a reside ] Port Angeles to which the credit
card is billed.
Conclusion:

consummation of the sale.

(206) Origin sourci
tions (202), (203), (204
sale must be sourced to ¥

(a) Tangible persona

(b) Digital product,
available for transmission by the se

(c) Extended warranty, digital
service was provided, disregarding
the digital transfer of the product

Example 20. Prewritten softwar
tion of purchaser's receipt is unknow
is not available.

Facts: Rebecca purchases prewritten computer software
cally and requests that the software be delivered to a speci
address. The seller operates from a retail store locate
The seller does not know the location where the softwa
ceived and further does not have information about Re
in its ordinary business records. Additionally, Reb
ply the seller with address information during the
sale.

rules described in subsec-
is rule do not apply, the

or other retail
erely provided

lly, loca-
formation

a's location
does not sup-
ummation of the

Conclusion: The seller must source the sale to Tacoma, the loca-
tion where the computer software was first available for transmission
by the seller. This result will not change if the software is routed
from a Tacoma server through a second server (either operated by the
seller or some third party) located outside of Tacoma. Routing as used
in this context refers to the transfer of prewritten software from one
location to another location for retransmission to a final destina-
tion, and does not include transfers to another location where addi-
tional services or products may be added.
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Special Sourcing Rules for Retail Sales of Certain Goods and

Part 3.

Services.

and
e

3z

mobile, and manufac-
trailers, semi-trailers,
( (£

sales of modular,

4

and sales of motor wvehicles,

(301) Sales of watercraft
aircraft that do not qualify as transportation equipment.
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Sales of the types of

Seller's location within Washington.

(a)

tangible

be

in this Asubsection. must

sourced to the location at or from which delivery 1is made hn cases

property described
where the seller's location is within Washington.

personal

participating seller

Seller's location outside Washington,

representative within Washington.

(b)

Sales of the types of téngible per-

sonal property described in this subsection that are delivered “into

state fa-

where a loga@l in

agent or other representative

Washington from a point outside the state,

cility,

(even though not

L

outlet

office,

of the Sgeller participates
such as by taking the order,

"salesperson")

formally characterized as a

must be

in the transaction in some way,

for purposes of

etc.,

sourced to the location of the local facility,

the local sales tax.

no participating seller

Sales of the types of tangible per-—

Seller's location outside Washington,

representative within Washington.

(c)

sonal property described in this subsection that are delivered into

where no local in-state fa-

Washington from a point outside the state,

cility,

(even though not

agent or other representative

outlet,

office,

of the seller participates

"salesperson")

formally characterized as a

must be sourced to the location of the customer

for purposes of the local sales tax.

in the transaction,
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Example 21. Motor vehicle delivered to the location of the pur-
chaser.

Facts: Ben, a Federal Way purchaser, buys a car from a dealer in
Fife. The customer has the option of picking up the car on the lot in
Fife or having it delivered to his residential address in Federal Way.
Ben asks to have the car delivered to the Federal Way location.

Conclusion: The seller must source the sale to Fife, the dealer's
location from which the car was delivered.

(302) Florist sales.

(a) Florist sales must be sourced in a manner consistent with:

i The rcing regquirements described in subsection (301) (a)
and (b) of » ion; or

hen communicates that order to another florist
purchased to the place designated by the cus-
or from which the delivery is made to the cus-
thealocation of the florist originally taking
d) .

sales tax: On all orders taken by a
ated to a second florist, either in
he state, the florist taking the or-
ollection of the retail sales tax

See WAC 458-20-158.

t delivered to a purchaser's donee
Washington.
sid

from the custome

Example 22:¢
in Washington,

Facts: Wade, an ou
rangement directly from
does not involve multip
deliver the arrangement
brother Frank is a patient

Conclusion: The seller
tion at or from which delivery is
cally located in Washington and the
the buyver and the florist, the sale
which delivery was made.

Example 23. Floral arrangement
ington, originating florist located i
located out-of-state.

Facts: Michelle, a Tacoma resident, purchases a flora
ment from an online florist, Beautiful Flowers, LLC. Beau
ers, LIC is located in Seattle, but has contractual ag
florists throughout the country, whereby the contracte
prepare and deliver floral arrangements to Beautifu
customers as a subcontractor. Michelle arranges for
delivered to her brother in Camas. The floral arra
and delivered by a florist located in Portland, Oregon.

Conclusion: The seller would source the sale to Seattle and col-
lect retail sales tax as the location at which the florist originally
took the order was in Washington. RCW 82.32.730 (7) (d) specifies that
the sale is sourced to the location of the florist originally taking
the order.

(303) Telecommunications service and ancillary services. Sales of
telecommunications service and ancillary services are defined as re-
tail sales in RCW 82.04.050. Sellers must source these services under
the sourcing provisions located in RCW 82.32.520. See RCW 82.04.065,
82.04.530, and 82.04.535 for more information about telecommunication

purchases a floral ar-
The purchase arrangement
arranges for the florist to
ated in Seattle, where his

o Renton, the 1loca-
seller is physi-
directly between
location from

r in Wash-
g florist

owers LILC's
flowers to be
ent is prepared
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services and ancillary services, and the calculation of gross proceeds
for purposes of B&O tax.

Part 4. Sourcing Rules for Leases and Rentals of Tangible Person-
al Property.

(401) The terms "lease" and "rental" are used interchangeably
throughout this subsection ( (42} +4e))). This subsection ((2+e})) pro-
vides state and local retail sales tax sourcing guidance for lessors
( (wheo—Fease)) of tangible personal property. Persons who rent or lease
tangible perso property to consumers are required to collect retail
sales tax on amount of each rental or lease payment at the time
the payment due. In addition, persons who rent or lease tangi-
ble perso are generally subject to Washington's B&0O tax.
See WAC

do I source lease payments attributable to the
>n equipment? If you are leasing transportation
sourceg, the lease payments attributable to that
ent : ST e

waS S n A,
ot 2 A~ ESNEPS
CTTOTT O

£ ) fxpa s 2y £ o4t o 1
1O CT ) Vv L1177/ A LU S i S ) [ A\ (=8 A\ Sy
as follo
(1) For purposes © ales tax, vyvou must source the lease

payments attribu e to of transportation equipment follow-—
ing the sourcind reguire retail sales discussed in Part 2 of
this rule. The sourcing equirements for retail sales discussed in
Part 2 of this rule apply to both singleeapayment leases and periodic
payment leases of transportation equipns £.)See RCW 82.32.730(4).

(ii) For purposes O B&O ta source the lease payments
attributable to the lease of On _eguipment as described in
Excise Tax Advisory 3185.20

(b) How should I sour lease
of motor vehicles, trailers, semi-
qualify as transportation equipment?
cle, trailer, semi-trailer, or air
transportation equipment, you must
this—subsectieon—2 e~

+A))) as follows:

(i) Leases that require recurring
requires recurring periodic payments,
payment to the "primary property location"

((

The "primary property loca
change by intermittent use of the leased property in
dictions, e.g., use of leased business property on
service calls to multiple local jurisdictions.

((#B¥)) (ii) Leases that do not require recurring periodic pay-
ments. If the lease does not require recurring periodic payments, you

must source the single lease payment ( (upder—seouvreing Rules—1—threough

= =N 4+
[

erent juris-
ness trips or

P B
& N =y [ )1 & W N ey

= Xz S o = 1
7 AT U VT TS =8 1
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ing the sourcing reguirements discussed in Part 2

vehicle lease with recurring periodic payments.
11 City customer, leases a car from a dealer in
e car for a period of one year. The car does not
' guipment. Rich provides the dealer with his
residents " City where he keeps the car. Rich makes
monthly ghout the term of the lease. Rich indi-
cates the ion for the car is his residence in
Fall City. is recorded in the store's business
records. The firs payment is due at the end of the
month following ich acquired the vehicle.

Conclusion: sor) must source the periodic lease
payments to Fall City, dential primary property location of
the purchaser (lessee). Rich chanqes vehicle's primary location
during the term of the 1 he lessor, the lessor must
source any subsequent ¢ e primary location of the
vehicle.

Example 25. Vehicle ] at does not involve recurring
periodic payments.

Facts: Amanda, a Tacoma business
riod of one week and no periodic
lease. The trailer does not gualify
da receives the trailer at a busines

Conclusion: The seller (lessor) > A to Tacoma,
the seller's business location where i ed by the
purchaser (lessee).

(c) How do I source lease payments for all other tangib
al property? ((Ff—euw—tease)) For leases of tangible perso
not described in (a) or (b) of this subsection ((
this—seetien;—yow) ), sellers must source ((yeux))
der—this—subseetieon 2 e+~

+A))) as follows:

(i) Lease that requires recurring periodic pa s. If ((£Re)) a
lease of tangible personal property requires recur¥ing periodic pay-
ments, ((yew)) sellers must source the first periodic lease payment
( (ea—Ethat—Fease—under seuvreing Rutes—1—Ethrouggh S5 —as—aretait—sate—You
mast—then—seouree—at+)) following the sourcing requirements discussed
in Part 2 of this rule. Sellers must source subsequent periodic pay-
ments to the primary property location for ((each—period—ecovered—Pby
sweh—periodiecepayments——See—subsection—{I b H{viir—ef +thissection—Ffor
a—adeseription—of primary—propertyJteecation)) the relevant payment pe-

riod. The primary property location will not change by intermittent
use of the leased property in different local jurisdictions, e.g., use
of leased business property on business trips or service calls to mul-
tiple local jurisdictions.

trailer for a pe-
yjuired under the
guipment. Aman-—
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((#B¥)) (ii) Leases that do not require recurring periodic pay-
ments. If ((£khe)) a lease of tangible personal property does not re-
quire recurring periodic payments, ((yew)) sellers must source the

single payment ( (urder—sovreing Rutes—I—throuvgh S—as—aretait—sater

03 ©)

B
(

)]

£

A
£
-

q
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q
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) o following thel soureing requirements described in Part 2 of

this rule.

Example 26. lease of tangible personal property with periodic
lease payments, tangible personal property picked up at seller's loca-
tion, tangible peZXsonal property/intermittently used out-of-state.

Facts: Alidon, a Secdttlembdusiness owner, leases eqgquipment from a
store in Issaquah. Alison/picks up the equipment in Issagquah and makes
an initial periodic payment on the Jleasea The equipment is used pri-
marily in Washington, buf the equipmend® is intermittently used in Ore-
gon throughout the terml of the Jde€ase. Alison indicates the primary
property location for the equigment is a business address in Seattle.
The Seattle location is ree@drded im the store's business records. The
equipment is leased for a period of onel year.

Conclusion: The seller (lessor). must sourge the initial periodic
payvment to Issagquah, the location where thedfdeguipment was received.
The seller must source the subsequent periddic payments to Seattle,
the primary property location of the equigmenth. Alison's, intermittent
use of the equipment in other jurisdictions deoes not change the pri-
mary property location of the equipmentd

Example 27. lease of tangible personal property with wperiodic
lease payments, tangible personal property delivered to purchaser,
primary location of property changes during the term of the dease:

Facts: Amelia, a Pasco business owner, leases eqguipment from a
store located in Pasco for a period of one year. The ledsed equipment
is delivered by the lessor to Amelia and received at the primary prop-
erty location of the equipment in Walla Walla. Amelda indicates this
will be the primary property location for a perioddof six months. For
the second six months of the lease, Amelia indicates"the primary prop-
erty location is a business address in Leavenworth. The store records
the primary property locations in its business records.

Conclusion: The seller (lessor) must source the initial periodic
payvment to Walla Walla, the location where Amelia received the equip-
ment. The seller must source subseqguent periodic lease payments cover-
ing the first six months of the lease to Walla Walla, the primary
property location. The seller must source periodic lease payments cov-
ering the last six months of the lease to Leavenworth, the primary
property location.

Part 5. Sourcing Rules for Use Tax Purposes - Purchasers.

[ 21 ] 0TS-3481.5
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stant—te—the reguirements—of RCW 82-12-040-)) Where an article of tan-

gible personal property, an extended warranty, retail service, pre-
written computer software, digital product, or digital code is ac-
gquired by a co mer in this state in any manner, including through a
casual or isg sale, or as a by-product used by the manufacturer
thereof, u generally due, unless an exemption applies or re-
tail sale cen paid. RCW 82.12.020. The rate of use tax is
cumulati and local component, where the local component
varie iction.

02) Sourcing 1les. Sourcing rules for use tax vary depending
bbiject of us as fadblows:

3 Tangible so property, except for natural gas and manu-
factured e location where the taxpayer makes
first taxab e of 2 of tangible personal property as a
consumer. This inc ion of installation, storage, with-
drawal from stors or any other act preparatory to
subsequent actua 1se or ion of the article of tangible per-
sonal property hin this RCW 82.12.010. "First taxable use"
is described in the examples below.

Example 28. Use of otor vehicle a Washington resident, ve-
hicle registration and location of 7zehicle's primary use.

Facts: Sandra, a Spokane res ( chases a motor vehicle from
a private seller located“in .S ) 1l sales tax was not collec-—
ted by the private seller. e ehicle transferred in the
King County Auditor's office. Sandra will prima use the vehicle in
Spokane and will drive the wvehicle her re Jence in Spokane upon
completion of the sale. Sandra will ist th Spoka address on her
vehicle registration and new vehicle SUrag polic

Conclusion: The King County Au or'sl office will
from Sandra based on the combined Sta and al use rate for
Spokane, as Sandra's use of the vehick n_ Seatt is ins icient to
establish first taxable use in that location for purposes o e local
portion of the use tax.

Example 29. Use of a motor vehicle by a Washington re
chase of vehicle out-of-state.

Facts: Jerry, a Seattle resident, purchases a mot
a car dealership located in Oregon. The dealership i
with the department and does not collect retail sa tax from Jerry
at the time of sale. Jerry drives the vehicle via terstate 5, from
Portland, Oregon to Seattle. Jerry subsequently registers the vehicle
with the King County Auditor's office upon returning with the wvehicle
to Seattle.

Conclusion: The King County Auditor's office will collect use tax
from Jerry based on the combined state and local use tax rate for Se-
attle. Although Jerry drove the vehicle in Clark County, the use was
insufficient to establish first taxable use in that location for pur-
poses of the local portion of the use tax.

Example 30. Use of a personal watercraft in Washington, purchase
of watercraft out-of-state.

local juri

on t

lect use tax

ot registered
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Facts: Cameron, a Port Townsend resident, purchases a 42-foot
sailboat from a boat dealer in Portland, Oregon. Cameron takes posses-—
sion of the sailboat at the dealer's location in Portland and does not
pay Washington's retail sales tax. Cameron navigates the watercraft
down the Columbia River and around the Olympic Peninsula, ultimately
arriving in Port Townsend. Cameron entered into a long-term moorage
agreement and lists the Port Townsend marina as an additional insured
party on his current watercraft insurance policy.

Conclusion: The sailboat is subject to use tax based on the com-
bined state andalocal use tax rate for Port Townsend. Although Cameron
sailed the waf raft in Washington on the Columbia River, the use was
ablish first taxable use in that location for pur-

emerton resident, purchases an aircraft from a
California. John takes possession of the
ies it back to Washington. Prior to ar-
rt, where John has secured a permanent
aircraft, John lands the aircraft in
Llman he refuels the aircraft before
ion in Bremerton.
bject to use tax based on the com-
* for Bremerton. Although John fueled
e was insufficient to establish first
n for purposesaof the local portion of the

Conclusion:
bined state and
the aircraft in Pullman,
taxable use in that locat

use tax.
Example 32. Use of property by a Washington
business, purchase of tar operty out-of-state.

Facts: Grace, S owner, purchases a trajiler-
mounted generator from a de 3t i without paying re-
: motor vehicle to
the company warehouse located in TIssa . stores the gen-
erator at their warehouse throughout es it at vari-
ous worksites throughout the state.

Conclusion: The King County Aud
based on the combined state and local
location where the taxpayer stores the . e towed
the generator through other Jjurisdictions prior to arrivi
business' Issagquah warehouse, the use was insufficient t
first taxable use in another location for purposes of t
tion of the use tax. Even though Grace operates the ge
tiple locations, the company warehouse is the Jlocatd
taxable use as a consumer OCCUrs.

Example 33. Use of tangible personal proper y a Washington
resident, purchase of tangible personal property out-of-state.

Facts: Alex, a Wenatchee resident, purchases an electric bicycle
from a dealer in Montana, without payving retail sales tax. Alex takes
possession of the electric bicycle in Montana and transports it back
to Wenatchee in their own motor vehicle where it will be stored in
their garage. Alex rides the electric bicycle in Wenatchee and various
other locations throughout the state.

Conclusion: The electric bicycle is subject to use tax based on
the combined state and local use tax rate for Wenatchee, the location
where Alex stores the electric bicycle. Transporting the electric bi-
cycle to Wenatchee was insufficient to establish first taxable use in
another location for purposes of the local portion of the use tax.

where first
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Example 34. Use of tangible personal property by an out-of-state
service provider.

Facts: ABC Testing, an out-of-state medical testing company, pro-
vides services to Washington customers. ABC sends a customer of its
services, a Sequim resident, a container that the customer uses to
provide a saliva sample. The container is shipped to Sequim and back
out of Washington using unaffiliated shipping companies. ABC owns the
container at all times and its customers are subject to ABC terms and
conditions regarding their use of the containers. ABC discards the
container upon «receipt and testing of the customer's sample at their
out-of-state ness location.

e tax is due and sourced to Sequim, the location
, mpany made the tangible personal property availa-
ble for ] 's use.
R i which include the installing, repairing,
mprinting, or improving of tangible personal
sourced to the location where the taxpaver
ontrol over the article of tangible per-
service was performed. Dominion and con-
age, withdrawal from storage, distri-
ory to subsequent actual use or con-
state.
property repaired by out-of-state
agister or collect Washington taxes.
of Sequim, sends an antigque o0il paint-
siness who wi refurbish and repair the
t have nexus with Washing-
e state or collect Washing-
restoration, the repairer
via a third-party shipping

bution,
sumption of the ar

Example 35.
business who is

Facts: Pamela, a re
ing to an out-of-state
painting. The out-of-sta
ton and is not regquired
ton's sales tax. Upon
sends the painting to Pa

company.
Conclusion: Pamela must repo tax. Pamela must
source the repair services to Sequim, ] re first taxable

(c) Extended warranties are n where the
taxpayer, after acquiring the exte kes or as-
sumes dominion or control over the artd ' nal prop-
erty to which the extended warranty app

Example 36. Extended warranty purchased from an ou
business who is not required to register or collect Washing

Facts: Michael, a resident of Longview, purchases
puter from an online retailer, who is not registered wi
required to collect Washington's taxes. The retailer s
laptop computer to his residential address in Long via a third-
party shipping company. At the time of the laptop' rchase, Michael
also purchases an extended warranty. The retailer v sends Michael an
email which contains the extended warranty in electronic form.

Conclusion: Michael must report and pay use tax. Michael must
source his use of the laptop computer and the extended warranty to
Longview, the Jlocation where Michael first assumed dominion and con-
trol over the property and extended warranty, establishing first taxa-
ble use in this state as a consumer.

Michael the
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