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AMENDATORY SECTION (Amending WSR 83-07-033, filed 3/15/83)

WAC 458-20-153 Funeral ((edrectors)) establishments. ((Funeral
p—sum—prirece—fFor—a—standard—Funeral-—serv—

paid-)) (1) Introduction. This rule explains:
(a) The application of business and occupation (B&0), retail

sales, and use taxes to the business activities of funeral establish-
ments; and
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(b) The application of tax to income derived from prearrangement
funeral service contracts.

For the purposes of this rule, the term "funeral establishment'
means _a person licensed under RCW 18.39.145. Persons operating ceme-
teries should refer to WAC 458-20-154 (Cemeteries, crematories, colum-
baria) for tax-reporting information.

The funeral and cemetery board (board) regulates funeral estab-
lishments. For funeral establishments, refer to chapter 18.39 RCW and
chapters 308-47, 308-48, and 308-49 WAC for information on the laws
and administrative rules governing their business activities.

(2) General tax reporting responsibilities. The gross proceeds
attributable to funeral services are subject to tax der the service
and other activities classification of the B&0 tax € gross proceeds
from the retail sales of tangible personal such as urns, cas-
kets, clothing, outside casket cases, floral ents, plants, and
acknowledgment cards are subject to tax under. ailing classifi-
cation of the B&0 tax. Funeral establishmen esponsible for
collecting and remitting to the department il sales tax
on retail sales of tangible personal pr ifically ex-
empt by law.

Funeral establishments commonly
standard funeral service, which inc
services and tangible personal property:?

furnishing of funeral
e the funeral establish-
uneral service, which in-
perty and a charge for
is collected upon one-

cludes both the sale of tangib
the rendering of service, the
half of such lump sum price. case (a_concrete or
metal box into which the casket other tangible personal
property furnished in addition to - ust be billed separately
and the retail sales ta
(a) Reimbursemen
ceived by a funera
ices provided by
with the funeral
B&0O tax if these amot

dation expenditures. Amounts re-
reimbursement for goods or serv-
by, affiliated, or associated
deducted from the measure of the
eported as gross income on the fu-
neral establi ise tax return. These amounts are deductible
if advanced the customer and separately itemized on the
billing s C in the exact amount of the expenditure.

(b ces with out-of-state interment. A funeral es-
tablishme funeral services or other services such as
preparing pF a deceased person and placing the remains in

a_casket wi gton, with the remains subsequently removed to
another state terment. In these cases, the B&0 and retail sales
taxes generally ply to the income received from the sale of funeral
merchandise and services as explained in this subsection. The merchan-
dise (e.q., casket or urn) is delivered to the buyer within Washington
when the merchandise is used in performing these services, even if in-
terment subsequently occurs outside the state.

Neither B&0 nor retail sales taxes apply to the sale of tangible
personal property without intervening use and delivered by the seller
to the buyer at an out-of-state location. Refer to WAC 458-20-193 (In-
bound and outbound interstate sales of tangible personal property) for
more information regarding the delivery requirements for out-of-state
sales of tangible personal property.

(c) Sales to the federal government. Sales directly to the feder-
al government are exempt from the retail sales tax, though the seller
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remains subject to B&0 tax unless a specific exemption applies. Sales
to other persons, whether paid with federal funds or through a reim-
bursement arrangement, are fully subject to the retail sales tax. For
additional information about the taxability of sales to the federal
government, refer to WAC 458-20-190 (Sales to and by the United States
—Doing business on federal reservations—Sales to foreign govern-
ments).

(3) Funeral establishments purchasing tangible personal property.
Generally, retail sales tax is due when purchasing items used or con-
sumed by funeral establishments when providing professional services.
These i1tems generally include, but are not limited to, equipment,
tools, furniture, and all preparation room supplies ch as embalming
fluid and other chemicals, solvents, waxes, tics, eye caps,
gauze, and cotton.

(a) Items purchased for resale. Tangible nal property pur-
chased for resale without intervening use i bject to retail
sales tax. Property commonly purchased for funeral estab-
lishments includes, but is not limited clothing,
outside casket cases, flowers, plants, a rds. A fu-
neral establishment purchasing tangibl or resale
must provide to the seller, a resell i
sale nature of a sale as provided i
mits).

(b) Deferred sales and use tax- It
retail sales tax on a retail
sales tax (commonly referred f1
directly to the department unle
tailed i1nformation regarding us
tax).

(4) Prearrangemeng
often enter i1nto pre
funeral services ang
exempt, the law reg
the cash purchase
the effective date
one or _more p
funds may @

-20-102 (Reseller per-

seller does not collect
must remit the retail
les tax'') or use tax
xempt by law. For de-
to WAC 458-20-178 (Use

trusts. Funeral establishments
tracts requiring them to provide
ome future date. Unless otherwise
[@ablishments to place a portion of
act (at least ninety percent as of
. excluding retail sales tax, into
at funeral service trusts. Withdrawal of trust
ulfillment or cancellation of the contract.

ity arise?

accounting. Amounts subject to B&0 and retail
sales taxe ported to the department at the time that the
funeral es i . becomes legally entitled to receive the consid-
eration or e' charge against the purchaser the amount of the
consideration d upon, whether payable immediately or at a defi-
nitely determined Tuture time. See WAC 458-20-197 (When tax liability
arises) and WAC 458-20-199 (Accounting methods).

(i1) Cash method accounting. Amounts not placed in a prearrange-
ment trust are subject to B&0 and retail sales taxes at the time that
the funeral establishment receives payment. Amounts placed iIn a prear-
rangement trust are subject to B&0 and retail sales taxes upon with-
drawal from the trust and acceptance by the funeral establishment. See
WAC 458-20-197 (When tax liability arises) and WAC 458-20-199 (Ac-
counting methods).

(b) Prearrangement funeral service trust accounts. If retail
sales tax paid by the buyer is not placed into a prearrangement funer-
al service trust account, the tax must be reported on the excise tax
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return for the current reporting period and remitted to the depart-
ment.

Upon cancellation of a prearrangement contract, a refund of re-
tail sales tax remitted by a funeral establishment to the department,
rather than being placed in the trust account, is subject to the time
limitations on refunds in RCW 82.32.060. For example, the law prohib-
its the department from refunding retail sales tax to a funeral estab-
lishment for a prearrangement contract that is canceled five years af-
ter the retail sales tax associated with the contract is remitted to
the department. See WAC 458-20-229 (Refunds).

(c) Contract cancellation and trust administration fees. Amounts
retained by the funeral establishment when a prea ngement funeral
service contract is canceled are subject to the s ce and other ac-
tivities B&0 tax, except that any amounts alloc to a retail sale
of merchandise are subject to retailing B&O tail sales taxes.
Administration fees deducted from a funeral service
trust by the administrator are also su vice and other
activities B&0 tax.

(5) Sourcing. In general, the place re the body
is placed in the casket. For other sou er _to WAC
458-20-145.

(6) Examples. The following exam ify a number of facts
and state a conclusion regarding the ta vy of funeral establish-
ments. The tax results of other situatio ust be determined after a
review of all of the facts anddg@micumstanc Use these examples only
as a general quide.

(a) John and Jane Doe con
the funeral of a deceased rela

uneral Home (ABC) for
Jane also purchased a
rom ABC included prepar-
ing the body of the de ng, arranging for the final dis-
position, providing fz ' ne visitation and funeral service,
and transporting the mourners to the place of final
disposition.

(i) ABC owes
services charge.

iil) The

activities B&0 tax for the funeral

the casket is subject to retailing B&0 and

tered into a prearrangement funeral serv-
ice co 3 i he purchase of funeral merchandise and
services upon their deaths. John and Jane made a down
payment he contract and agreed to pay the balance in
sixty mont nts. The merchandise and services John and Jane
purchased asket, preparing the body of the deceased for
] or the final disposition, providing facilities for
the visitation funeral service, and transporting the deceased and
the mourners to the place of final disposition. The contract itemizes
retail sales tax and provides for a finance charge on the unpaid bal-
ance of the contract. ABC places all receipts under the contract, in-
cluding finance charges, into a prearrangement funeral service trust
account.

ABC uses the cash method of accounting and does not enter as a
charge against the purchaser the amount of the consideration agreed
upon until they deliver the merchandise and perform the services.

ABC must report:

(i) The charges for funeral services and the finance charges un-
der the service and other activities B&0 tax classification at the
time they perform the services; and
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(ii) The charge for the casket is subject to retailing B&0 and
retail sales tax at the time it is used.

(c) The facts are the same as in the previous example except that
ABC maintains its books of account on the accrual basis. Except for
the finance charges, ABC charged John and Jane for the merchandise and
services when the parties signed the contract. In other words, the in-
come was recognized at the time the parties signed the contract.

ABC must report:

(1) The charges for funeral services under the service and other
activities B& tax classification in_ the reporting period that the
contract was signed;

(i1) Retailing B&0 and retail sales taxes on th
ket in the reporting period that the contract was ed: and

(ii11) The finance charge under the service other activities
B&0O tax classification at the time that it beco gally entitled to
receive the finance charge or enters the char. t John and Jane
Doe in _its books of account.

ale of the cas-
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AMENDATORY SECTION (Amending WSR 78-06-083, filed 6/1/78)

WAC 458-20-154 Cemeteries, crematories, columbaria.

((Bustness—and—Oecupation—Ttax

pn. This rule explains:
pation (B&0)., retail
of cemeteries;

es taxes to amounts de-
racts (commonly referred
ents) for the sale of interment

Effectrve Julby—1,1978-
(a) The application of
sales, and use taxes to the bus
(b) The application of B&0
rived by cemeteries from
to as ''preneed’ or
rights, merchandise,
(c) The tax treg

placed into and subsequently re-
-meterv care _and maintenance.

term "cemeteries' includes ceme-
columbaria, and mausoleums. Refer
al establlshments) for fTuneral establishment

For purposes
teries, burial
to WAC 458-20
tax-reportizg

The
fer to

board regulates private cemeteries. Re-
e 98 WAC for information on the laws and
erning cemeteries.

porting responsibilities.

(a) Sa i ment services and interment rights. Amounts de-
ervices such as document recording, opening and
i space, and placing grave liners or vaults in the
interment space € subject to the service and other activities B&0
tax. Sales or transfers of plots, crypts, and niches for the interment
of human remains, irrespective of how the document of transfer is de-
scribed (e.g., deed, certificate of ownership, or certificate of in-
terment rights), are charges for the right of interment, an interest
similar to a license to use real estate. Thus, the gross income from
sales of interment rights is subject to B&0 tax under the service and
other activities classification without any deduction for amounts set
aside in _endowment care trust funds.

(b) Sales of merchandise, including installing, repairing, clean-
ing, altering, or improving property. The gross proceeds of retail
sales of tangible personal property such as monuments, markers, memo-
rials, nameplates, outer burial containers (e.q., vaults or grave lin-
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ers), boxes, urns, vases, benches, plants, shrubs, and flowers are
subject to B&0 tax under the retailing classification. Retailing B&O
tax also applies to charges by cemeteries for installing, repairing,
cleaning, altering, or improving tangible personal property of or for
consumers. Cemeteries are also responsible for collecting and remit-
ting to the department of revenue (the department) retail sales tax on
retail sales of tangible personal property and charges for installing,
repairing, cleaning, altering, or improving tangible personal property
of or for consumers unless specifically exempt by law. Thus, charges
for installing markers and monuments are subject to retailing B&0 and
retail sales taxes.

(c) Sales to the federal government. Sales dire
al government are exempt from the retail sales ta
remains subject to B&0 tax unless a specific exe
to other persons, whether paid with federal f
bursement arrangement, are fully subject to
additional information about the taxabilit
government, refer to WAC 458-20-190 (Sales
—Doing business on federal reservatio
ments).

(3) Cemeteries purchasing tangi
retail sales tax is due when purcha
such as tools and supplies used or cons
ing interment services.

(a) Items purchased for
chased for resale without i
sales tax. Property commonly p
cludes, but is not limited to,
plates, liners, vaults,
and flowers. Cemeteries
sale must provide tg
wholesale nature ofif&
permits).

(b) Deferred
retail sales tax on
sales tax (cCoii
directly ta

ly to the feder-
ough the seller
ion applies. Sales
r through a reim-
sales tax. For
o the federal
nited States
gn__govern-

property. Generally,
ible personal property
cemeteries when provid-

personal property pur-
ot subject to retail
le by cemeteries in-
arkers, memorials, name-
S .. benches, plants, shrubs,

angible personal property for re-
reseller permit to document the
ded in WAC 458-20-102 (Reseller

. ITf the seller does not collect
the buyer must remit the retail
to as ''deferred sales tax'') or use tax
unless specifically exempt by law. For de-
tax, refer to WAC 458-20-178 (Use tax).
acts. Cemeteries often enter prearrange-
ment co stomers for the purchase of merchandise and
services, crypts or niches, or undeveloped graves fur-
nished at . Executed contracts are paid in _either a lump
sSum or _in_iInS . Unless otherwise exempt, the law requires cem-
eteries to pl3a percentage of all funds collected in payment of
each prearrangens contract in a prearrangement trust account. As of
the effective date of this section, the amount required 1In _a prear-
rangement trust account is equal to the greater of (for merchandise)
fifty percent of the contract price, or the wholesale cost of the
item, (for services) Tfifty percent of the contract price, or the di-
rect cost of providing the service. Withdrawal of trust funds may only
occur upon Tfulfillment or cancellation of the contract. See chapter
68.46 RCW.

(a) When does tax liability arise?

(1) Accrual method accounting. Amounts subject to B&0 and retail
sales taxes must be reported to the department at the time the ceme-
tery becomes legally entitled to receive the consideration or enters
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as a charge against the purchaser the amount of the consideration
agreed upon, whether payable immediately or at a definitely determined
future time. See WAC 458-20-197 (When tax liability arises) and WAC
458-20-199 (Accounting methods).

(i1) Cash method accounting. Amounts not placed iIn _a prearrange-
ment trust are subject to B&0 and retail sales taxes at the time that
the cemetery receives payment. Amounts placed in a prearrangement
trust are subject to B&0 and retail sales taxes upon withdrawal from
the trust and acceptance by the cemetery. See WAC 458-20-197 (When tax
liability arises) and WAC 458-20-199 (Accounting methods).

(b) Prearrangement trust accounts. If retail sales tax paid by
the buyer is not placed into a prearrangement trus ccount, the tax
must be reported on the excise tax return for t urrent reporting
period and remitted to the department.

Upon cancellation of a prearrangement con

a _refund of re-
nt, rather than
ime limitations
aw_prohibits
tery for a
he retail
d to the department.

being placed in the trust account,

on refunds provided by RCW 82.32.060.
the department from refunding retail
prearrangement contract that is cancel
sales tax associated with the contra
See also WAC 458-20-229 (Refunds).

(c) Contract cancellation and trus
retained by a cemetery from a canceled
subject to service and other iviti
amount allocable to a retail sale is subject to retail-
ing B&0 and retail sales taxe fees deducted from a
prearrangement trust fund by the are also subject to the
B&0O tax under the service and oth i classification.

(5) Endowment care aw_requires nonexempt cemeteries
to place a portion o price of plots sold (ten percent
as of the effective ion) into an endowment care fund.
Cemeteries may on funds to generate income used
for the care, mai ishment of the cemetery. Amounts
placed in_ an endow : are not deductible from the ceme-
tery"s gross amounts are subject to the service and other
activities s received by a cemetery from an endowment
care fund acurred by the cemetery for endowment care
service [0 B&O0 tax to the extent that the amounts
qualify & or reimbursement under WAC 458-20-111 (Advances

nistration fees. Amounts
arrangement contract are
tax, except that any

following examples identify a number of facts
and then stat ge al conclusion regarding the taxability of ceme-
teries. The taxX keSults of other situations must be determined after a
review of all o e facts and circumstances. Use these examples only
as a general quide.

(a) John and Jane Doe contracted with ABC Cemetery Association
(ABC) for the interment of a deceased relative. The interment rights,
merchandise, and services provided by ABC include an interment plot,
an_outer burial container, burial of the decedent, a marker, and in-
stallation of the marker. In addition, ABC charges a document-record-
ing fee. ABC places ten percent of the gross sales price of the inter-
ment plot into an endowment care trust fund.

(1) ABC i1s subject to service and other activities B&0 tax on
charges for the interment plot (including the required amount in_ the
endowment care trust fund), burial of the decedent, and the document-
recording fee.
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(i1) The charges for the outer burial container, marker, and
marker installation are subject to retailing B&0 and retail sales tax-
es.

(b) John and Jane Doe entered into a prearrangement contract with
ABC for the purchase of interment rights, merchandise, and services
provided upon their deaths. John and Jane made a down payment when
signing the contract and agreed to pay the balance in sixty monthly
installments. The interment rights, merchandise, and services pur-
chased by John and Jane include interment plots, outer burial contain-
ers, burial of their remains, markers, and installation of the mark-
ers. The contract identifies ten percent of the gross sales price of
the interment plots as endowment care funds, itemizeghretail sales tax
and provides for a finance charge on the unpaid bal e.

ABC places all receipts under prearrangemen ntracts, including
the finance charges, into a prearrangement trus unt. ABC uses the
cash method of accounting and does not enter e of the amount
of the consideration agreed upon until th he merchandise
and perform the services. In addition, and Jane a
document-recording fee but does not char
the interment rights until they colle i ge of the
sales price and until the property is

ABC must report:

(i) The amounts received for the nt plots (including the
endowment care trust ) under the service and
other activities B&0 tax clas e time it charges John

elive
charges

(i1) The amounts received f remains, the docu-
ment-recording fee, and the fina : pder the service and oth-

services; and
(iii1) Retailing
outer burial contai
porting period d
the installation.
(c) The facts &
ABC maintainS.gi
the finance

sales taxes on the sale of the
marker installation in the re-
ver the merchandise and perform

in _the previous example except that
of account on the accrual basis. Except for
arged John and Jane for the price of the in-
e.hand services at the time the parties sign-
ed the /ords, the income was recognized at the time
the par .

eceived for interment plots (including the en-
S required amounts), burial of remains, and
g fee under the service and other activities B&0
in the reporting period that the contract was sign-

dowment care
the document-
tax classificatit
ed;

(i1) Retailing B&0 and retail sales taxes on the sale of the out-
er burial containers, markers, and marker installation in the report-
ing period that the contract was signed; and

(i11) The finance charge under the service and other activities
B&0 tax classification at the time that it becomes legally entitled to
receive it or charges John and Jane Doe in its books of account.
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