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PROPOSED RULE MAKING

(RCW 34.05.320)
CR-102 (7/22/01)

Do NOT use for expedited

rule making

Agency: Department of Revenue


X   Original Notice

X   Preproposal Statement of Inquiry was filed as WSR  02-11-148 ; or

(   Expedited Rule Making--Proposed notice was filed as WSR      ; or

(   Proposal is exempt under RCW 34.05.310(4).


(   Supplemental Notice


to WSR        

(   Continuance of WSR       

(a)   Title of Rule: WAC 458-20-135 Extracting natural products.

       Purpose: This rule discusses the tax-reporting responsibilities of persons extracting natural products.

       Other identifying information: None




(b) Statutory authority for adoption:
RCW 82.32.300 & 82.01.060(2)
Statute being implemented: RCW 82.04.100, 82.04.230, and other statutes in chapter 82.04, 82.08, and 82.12 as they apply to extracting activities.



(c) Summary: This rule explains the business and occupation (B&O), retail sales, and use tax reporting responsibilities of extractors and extractors for hire.  Persons extracting natural products often use the same extracted products in a manufacturing process, and the rule provides guidance for determining when an extracting activity ends and the manufacturing activity begins.  This rule does not discuss the taxability of persons engaging in activities associated with timber harvest operations, which are addressed in WAC 458-20-13501 (Timber harvest operations).

Reasons supporting proposal:  To incorporate provisions of chapter 118, Laws of 2001, which in part changed the definition of "extractor" to specifically recognize and exclude "farmers" as defined in RCW 82.04.213.  




(d) Name of Agency Personnel Responsible for:                     Office Location                 
                Telephone 

   1.  Drafting................Pat Moses                  1025 Union Ave. SE, Ste #400,  Olympia, WA                     (360) 902-7111




   2.  Implementation.…Alan Lynn               1025 Union Ave. SE, Ste #400,  Olympia, WA                      (360) 570-6125




   3.  Enforcement.........Russell Brubaker     1025 Union Ave. SE, Ste #400,  Olympia, WA                      (360) 570-6131




(e)  Name of proponent (person or organization):                                                                                        (   Private     

                                                                                                                                                                            (   Public      

                                                                   Department of Revenue                                                                  X   Governmental




(f) Agency comments or recommendations, if any, as to statutory language, implementation, enforcement, and fiscal matters:    No comments or recommendations are submitted.




(g)  Is rule necessary because of: 

                 Federal Law?                                            (   Yes  X   No    If yes, attach copy of text

                 Federal Court Decision?                          (   Yes  X   No    Citation:

                 State Court Decision?                              (   Yes  X   No




(h) HEARING LOCATION:
Capitol Plaza Building

4th Floor – Large Conference Room

1025 Union Avenue SE

Olympia, Washington

Submit written comments to:  Pat Moses

Department of Revenue

Post Office Box 47467

Olympia, Washington 98504-7467

FAX (360) 664-0693           By:  March 11, 2003

e-mail:  PatM@dor.wa.gov


Date:     March 11, 2003    Time:    1.30 p.m.     

Date of intended adoption:   March 18, 2003


Assistance for persons with disabilities:  Contact:  Sandy Davis no later than 10 days before the hearing date.  TTY 1-800-451-7985 or (360) 570-6175

         CODE REVISER USE ONLY

FILED:    JAN 27 2003


Name (type or print) 

Alan R. Lynn

TIME:     3:30 AM


Signature


WSR:       03-04-032


Title  Rules Coordinator

Legislation & Policy Division
Date



PRIVATE 

(j)  Short explanation of rule, its purpose, and anticipated effects: 

This rule explains the application of the business and occupation (B&O), retail sales, and use taxes to persons extracting natural products.  Extracting and manufacturing activities are often closely associated and persons who extract often perform manufacturing on products that they have extracted.  This rule provides guidance and examples so that persons who extract or both extract and manufacture products can correctly report their tax liabilities.  The rule is also used by agency personnel in assisting taxpayers and to promote consistent application of the associated statutes.

The Department proposes revising this rule to incorporate provisions of chapter 118, Laws of 2001, which in part changed the definition of "extractor" to specifically recognize and exclude "farmers" as defined in RCW 82.04.213. The Department also proposes to restructure the information provided in Subsection (2)(b)(ii), which provides guidance regarding when an extracting activity ends and manufacturing begins for commercial fishing.  This restructuring does not result in any change to the reporting instructions provided in the current rule, but is being made to provide the information in a more useful manner. Subsection (3)(a) has been expanded to clarify how a person who extracts products and then uses the extracted products in a manufacturing process computes the multiple activities tax credit. 

   Does proposal change existing rules?     X   Yes     (   No      If yes, describe changes:  

This proposal amends WAC 458-20-135 as noted above.

(k)  Has a small business economic impact statement been prepared under chapter 19.85 RCW?    

           (   YES.  Attach copy of small business economic impact statement.

                 A copy of the statement may be obtained by writing to:
               Telephoning:

               Faxing:

          X   NO.  Explain why no statement was prepared.
The proposed rule does not impose any performance requirement or duty upon any business that results in additional business costs that is not already imposed by statute.

(l)  Does RCW 34.05.328 apply to this rule adoption?                 (  Yes       X  No  

               Please explain:  This is an interpretive rule as defined in RCW 34.05.328.


