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AMENDATORY SECTION (Amending WSR 13-22-047, filed 11/1/13, effective 
12/2/13)

WAC 458-20-22802  Electronic filing and payment.  (1) Introduc
tion. The department of revenue makes electronic filing (also known as 
e-file) and electronic payment available to taxpayers. The law re
quires certain taxpayers to file and pay excise taxes electronically. 
RCW 82.32.080.

(a) Taxpayers who are required to electronically file and pay 
their excise taxes must register to use e-file. If they choose to pay 
using certain electronic payment methods they must also furnish the 
department with the necessary banking information. Taxpayers who are 
not specifically required to file or pay taxes electronically are en
couraged to voluntarily take advantage of e-file and pay electronical
ly.

(b) Electronic filing and electronic payment are available for 
taxes reported on the combined excise tax return, which includes those 
taxes administered by the department under chapter 82.32 RCW. For pur
poses of the taxes under chapter 82.32 RCW, unless the context clearly 
requires otherwise, the term "tax" is defined under RCW 82.32.020. 
Electronic filing and electronic payment are not available for city 
and town taxes on financial institutions (chapter 82.14A RCW), ciga
rette tax (chapter 82.24 RCW), leasehold excise tax (chapter 82.29A 
RCW), and forest tax (chapter 84.33 RCW).

(2) Electronic filing and electronic payment. E-file is an inter
net-based application that provides a secure and encrypted method for 
taxpayers to file and pay Washington state's business related excise 
taxes.

(a) All taxpayers are required to use e-file and pay electroni
cally unless the department waives the requirement for good cause, or 
the taxpayer has an assigned reporting frequency that is less than 
quarterly.

(b) If good cause exists, the department may waive the e-file 
and/or electronic payment requirement for any taxpayer. Waiver for 
"good cause" is generally temporary. Reasons for good cause include, 
but are not limited to:

(i) The taxpayer does not have the necessary equipment or soft
ware;

(ii) The equipment or software necessary is not functioning prop
erly;

(iii) The taxpayer does not have access to the internet using the 
taxpayers own equipment;

(iv) The taxpayer does not have a bank account or credit card;
(v) The taxpayer's bank is unable to send or receive electronic 

funds transfer transactions; or
(vi) Some other circumstance or condition exists that, in the de

partment's judgment, prevents the taxpayer from complying.
(3) Electronic payments. There are two electronic payment meth

ods: Electronic funds transfer (EFT) and credit card.
Those taxpayers who are required to use e-file to submit their 

tax return must also pay the associated taxes electronically. For a 
taxpayer who is required to pay electronically, electronic funds 
transfer (EFT) must be used, unless the department authorizes some 
other type of electronic payment for that particular taxpayer.
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(a) Payment by electronic funds transfer (EFT). EFT is a method 
of transferring funds from a taxpayer's bank account into the depart
ment's bank account.

(i) Definitions. For the purposes of this ((section)) rule, the 
following terms will apply:

(A) "Electronic funds transfer" or "EFT" means any transfer of 
funds, other than a transaction originated or accomplished by conven
tional check, drafts, or similar paper instrument, which is initiated 
through an electronic terminal, telephonic instrument, or computer or 
magnetic tape so as to order, instruct, or authorize a financial in
stitution to debit or credit a checking or other deposit account. 
Electronic funds transfer includes payments made by electronic check 
(e-check).

(B) "ACH" or "automated clearing house" means a central distribu
tion and settlement system for the electronic clearing of debits and 
credits between financial institutions.

(C) "EFT debit" means the electronic transfer of funds cleared 
through the ACH system that is generated by the taxpayer instructing 
the department's bank to charge the taxpayer's account and deposit the 
funds to the department's account. E-check is a singular payment 
transaction that functions in the same manner as an EFT debit transac
tion.

(D) "EFT credit" means the electronic transfer of funds cleared 
through the ACH system that is generated by the taxpayer instructing 
the taxpayer's bank to charge the taxpayer's account and deposit the 
funds to the department's account.

(E) "Department's bank" means the bank with which the department 
of revenue has a contract to assist in the receipt of taxes and in
cludes any agents of the bank.

(F) "Collectible funds" means funds that have completed the elec
tronic funds transfer process and are available for immediate use by 
the state.

(G) "ACH CCD+addenda" and "ACH CCD+record" mean the information 
in a required ACH format that needs to be transmitted to properly 
identify the payment.

(ii) EFT methods. Taxpayers paying by EFT must use the EFT debit, 
EFT credit, or e-check methods. In an emergency, the taxpayer should 
contact the department for alternative methods of payment.

(iii) Form and content of EFT. The form and content of EFT will 
be as follows:

(A) If the taxpayer wishes to use EFT debit, the taxpayer must 
furnish the department with the information needed to complete the 
transaction by registering for electronic funds transfer on the de
partment's web site.

(B) If the taxpayer wishes to use EFT credit, the taxpayer is re
sponsible for ensuring that its bank has the information necessary in 
order to complete the payment. The payment must be submitted using the 
ACH CCD+addenda format. The EFT credit payment method requires the 
taxpayer to complete an EFT authorization form.

(C) If the taxpayer wishes to use e-check, they must enter their 
bank account and routing number for each payment transaction. The e-
check transaction authorizes the department to withdraw the payment 
amount from the taxpayer's bank account.

(iv) Due date of EFT payment. The EFT payment is due on or before 
the next banking day following the tax return due date.

(A) An EFT payment made using the EFT debit or e-check method is 
timely if the payment is initiated on or before 11:59 p.m. Pacific 
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Time on the tax return due date, and the effective date for that pay
ment is on or before the next banking day following the tax return due 
date.

(B) An EFT payment made using the EFT credit method is timely 
when the state receives collectible U.S. funds on or before 5:00 p.m., 
Pacific Time, on the EFT payment due date.

(C) The ACH system, either EFT debit or EFT credit, requires that 
the necessary information be in the originating bank's possession on 
the banking day preceding the date for completion of the transaction. 
Each bank generally has its own transaction deadlines and it is the 
responsibility of the taxpayer to ensure timely payment.

(D) The tax return due date is the next business day after the 
statutory due date if the statutory due date falls on a Saturday, Sun
day, or legal holiday. Legal holidays are determined under state of 
Washington law and banking holidays are those recognized by the Feder
al Reserve System.

Example. The tax return due date is December 25th, a legal and 
banking holiday, which, for the example, falls on a Friday. The next 
business day is Monday, December 28th, and this is the new tax return 
due date. This means EFT debit and e-check users must initiate their 
debit payment by 11:59 p.m., Pacific Time, on December 28th, with a 
payment effective date of Tuesday December 29th, in order for the pay
ment to be considered timely. EFT credit users must contact their bank 
to ensure funds are deposited in the department's bank no later than 
5:00 p.m., Pacific Time, on Tuesday, December 29th, in order for the 
payment to be considered timely.

(b) Payment by credit card. Payment by credit card is available 
using American Express, Discover, Visa, or MasterCard. Taxpayers who 
wish to make their payment with one of these credit cards are directed 
to the web site of a third-party, nonstate, vendor when they submit 
their electronic return. Taxpayers then provide their credit card num
ber in the same manner as with any other credit card payment transac
tion. A credit card payment is considered timely if the payment is 
completed, including the time it takes to enter the required informa
tion on the credit card vendor's web site, on or before 11:59 p.m., 
Pacific Time, on the tax return due date. Each credit card payment may 
be subject to a convenience fee charged by the third-party, nonstate, 
vendor.

(4) Electronic refunds. If the taxpayer pays taxes on the com
bined excise tax return by EFT debit, the taxpayer is entitled to a 
refund of those taxes by EFT. If the taxpayer wishes to have the re
fund made by EFT, the taxpayer must provide the department with the 
information necessary to make an appropriate EFT transaction or the 
refund will be issued as a paper check. No electronic adjustments or 
refunds are made directly to taxpayer credit card accounts or on e-
check transactions. Overpayments of tax will either be retained to be 
credited to future tax liabilities or, at the taxpayer's request, will 
be refunded.

 (5) Coordinating a paper return and an electronic payment. When 
a taxpayer voluntarily uses the EFT credit payment method but files a 
paper return, the department will match the payment with the return. A 
return will be considered timely filed only if it is received by the 
department on or before the tax return due date. The associated EFT 
credit payment must be received by the next banking day after the tax 
return due date. If the return is sent through the U.S. Postal Serv
ice, it will be considered received on the date shown by the post of
fice cancellation mark stamped on the envelope. RCW 82.32.080. If both 
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events occur, there is timely filing and payment and no penalties ap
ply.

(6) Crediting and proof of payment. The department will credit 
the taxpayer with the amount paid as of the date the payment is re
ceived by the department's bank. The proof of payment by the taxpayer 
will depend on the means of transmission.

(a) EFT debit and e-check transactions may be proved by use of 
the confirmation number received from the department that the transac
tion was initiated and bank statements or other evidence from the bank 
that the transaction was settled.

(b) An EFT credit transaction is initiated by the taxpayer 
through the taxpayer's bank. The taxpayer is responsible for comple
tion of the transaction. The taxpayer generally will be given a veri
fication number by the taxpayer's bank. This verification number with 
proof of the ACH CCD+record showing the department's bank and account 
number, plus confirmation that the transaction has been settled will 
constitute proof of payment.

(c) A taxpayer((s)) using any other electronic payment method 
((are)) is responsible for completion of the transaction. Proof of 
payment will include transaction initiation date and any other evi
dence from a financial institution or credit card company that the 
transaction was settled.

(7) Correcting errors. Errors in the electronic payment process 
may result in either an underpayment or an overpayment of the tax. In 
either case, the taxpayer needs to contact the department to arrange 
for appropriate action. Overpayments may be used as a credit or the 
taxpayer may apply for a refund. The department will expedite a refund 
where it is caused by an error in transmission. Underpayments should 
be corrected by the taxpayer immediately to avoid any penalties.

(8) Penalties. There are no special provisions for penalties when 
payment is made by electronic means. To avoid the imposition of penal
ties, the taxpayer must provide correct bank account information to 
the department, and ensure their payment is timely.

(a) If the department finds that a taxpayer disregarded specific 
written instructions to file returns or remit payments electronically, 
as provided by RCW 82.32.080, the department will add a penalty of ten 
percent to the amount of the tax that should have been reported and/or 
paid electronically or the additional tax found due if there is a de
ficiency because of failure to follow written instructions.

(b) A taxpayer will be considered to have willfully disregarded 
the requirement to file returns or remit payment electronically if the 
department:

(i) Has mailed or otherwise delivered the specific written in
structions to the taxpayer on at least two occasions; and

(ii) Has provided the taxpayer at least forty-five days after the 
second written notice to come into compliance with its electronic fil
ing and/or payment obligations. WAC 458-20-228 discusses the various 
penalties that may apply and the limited circumstances under which 
they may be waived.

(c) In an EFT debit and e-check transaction, the department's 
bank is the originating bank and is responsible for the accuracy of 
transmission. If the taxpayer has timely initiated the EFT debit or e-
check transaction, provided accurate bank account information, re
ceived a confirmation number, and shows adequate funds were available 
in the account, no late payment penalties will apply with respect to 
those funds authorized.

[ 4 ] OTS-7564.3

This rule was adopted February 24, 2016 and becomes effective March 26, 2016.  It may be used to determine tax liability 
on and after the effective date, until the codified version is available from the code reviser's office. 



(d) In an EFT credit transaction, the taxpayer's bank is the 
originating bank and the taxpayer is primarily responsible for its ac
curacy. The taxpayer must have timely initiated the transaction, pro
vided the correct information for the ACH CCD+record, and shown that 
there were sufficient funds in the account, in order to prove timely 
compliance. If the taxpayer can make this showing, then no late pay
ment penalties will apply with respect to those funds authorized if 
the transaction is not completed.

(e) When a payment is made using an approved credit card, the 
credit card company acts as the taxpayer's agent and the taxpayer is 
primarily responsible for the accuracy of this transaction. If the 
taxpayer can prove the payment was initiated and submitted timely, no 
late payment penalties will apply to those funds authorized.

AMENDATORY SECTION (Amending WSR 07-04-100, filed 2/6/07, effective 
3/9/07)

WAC 458-20-254  Recordkeeping.  (1) Introduction. This ((sec
tion)) rule defines the requirements for the maintenance and retention 
of books, records, and other sources of information. It also addresses 
these requirements where all or a part of the taxpayer's books and re
cords are received, created, maintained, or generated through various 
computer, electronic, and/or imaging processes and systems.

The general requirements imposed on taxpayers under RCW 82.32.070 
are to retain and make available those records necessary to verify 
that the correct tax liability has been reported and paid by the tax
payer with respect to the taxes administered by the department of rev
enue ("department"). The records provided to the department are confi
dential and privileged. Such records may not be disclosed by the de
partment, except as provided by RCW 82.32.330.

(2) Definitions. For purposes of this ((section)) rule, the fol
lowing definitions will apply:

(a) "Data base management system" means a software system that 
controls, relates, retrieves, and provides accessibility to data stor
ed in a data base.

(b) "Electronic data interchange" or "EDI technology" means the 
computer-to-computer exchange of business transactions in a standar
dized structured electronic format.

(c) "Hard copy" means any documents, records, reports or other 
data printed on paper.

(d) "Machine-sensible record" means a collection of related in
formation in any electronic format (e.g., data base management sys
tems, EDI technology, automated data process systems, etc.). Machine-
sensible records do not include hard-copy records that are created or 
recorded on paper or stored in or by an imaging system such as micro
film, microfiche, or storage-only imaging systems.

(e) "Records" means all books, data, documents, reports, or other 
information, including those received, created, maintained, or gener
ated through various computer, electronic, and/or imaging processes 
and systems.

(f) "Storage-only imaging system" means a system of computer 
hardware and software that provides for the storage, retention and re
trieval of documents originally created on paper. It does not include 
any system, or part of a system, that manipulates or processes any in
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formation or data contained on the document in any manner other than 
to reproduce the document in hard copy or as an optical image.

(3) Recordkeeping requirements—General.
(a) Every taxpayer liable for a tax or fee imposed by the laws of 

the state of Washington for which the department of revenue has pri
mary or secondary administrative responsibility, e.g., Title 82 RCW, 
chapter 67.28 RCW (hotel/motel tax), chapter 70.95 RCW (fee on tires), 
and chapter 84.33 RCW (forest excise tax), must keep complete and ade
quate records from which the department may determine any tax liabili
ty for such taxpayer.

(b) It is the duty of each taxpayer to prepare and preserve all 
records in a systematic manner conforming to accepted accounting meth
ods and procedures. Such records are to be kept((,)) and preserved((, 
and)). All of the taxpayer's records must be presented upon request 
((of)) by the department or its authorized representatives ((which)) 
that will demonstrate:

(i) The amounts of gross receipts and sales from all sources, 
however derived, including barter or exchange transactions, whether or 
not such receipts or sales are taxable. These amounts must be suppor
ted by original source documents or records including but not limited 
to all purchase invoices, sales invoices, contracts, and such other 
records as may be necessary to substantiate gross receipts and sales.

(ii) The amounts of all deductions, exemptions, or credits claim
ed through supporting records or documentation required by statute or 
administrative rule, or other supporting records or documentation nec
essary to substantiate the deduction, exemption, or credit.

(iii) The payment of retail sales tax or use tax on capital as
sets, supplies, articles manufactured for your own use, and other 
items used by the taxpayer as a consumer.

(iv) The amounts of any refunds claimed. These amounts must be 
supported by records as may be necessary to substantiate the refunds 
claimed. Refer to WAC 458-20-229 for information on the refund proc
ess.

(c) The records kept, preserved, and presented must include the 
normal records maintained by an ordinary prudent business person. Such 
records may include general ledgers, sales journals, cash receipts 
journals, bank statements, check registers, and purchase journals, to
gether with all bills, invoices, cash register tapes, and other re
cords or documents of original entry supporting the books of account 
entries. The records must include all federal and state tax returns 
and reports and all schedules, work papers, instructions, and other 
data used in the preparation of the tax reports or returns.

(d) If a taxpayer retains records in both machine-sensible and 
hard-copy formats, the taxpayer must make the records available to the 
department in machine-sensible format upon request of the department. 
However, the taxpayer is not prohibited from demonstrating tax compli
ance with traditional hard-copy documents or reproductions thereof, 
although this does not eliminate the requirement that they provide ac
cess to machine-sensible records, if requested.

(e) Machine-sensible records used to establish tax compliance 
must contain sufficient transaction-level detail information so that 
the details underlying the machine-sensible records can be identified 
and made available to the department upon request.

(f) At the time of an examination, the retained records must be 
capable of being retrieved and converted to a readable record format, 
as required in subsection (6) of this ((section)) rule.
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(g) Taxpayers are not required to construct machine-sensible re
cords other than those created in the ordinary course of business. A 
taxpayer who does not create the electronic equivalent of a tradition
al paper document in the ordinary course of business is not required 
to construct such a record for tax purposes.

(4) Record retention period. All records must be open for inspec
tion and examination at any time by the department, upon reasonable 
notice, and must be kept and preserved for a period of five years. RCW 
82.32.070.

(5) Failure to maintain or disclose records. Any taxpayer who 
fails to comply with the requirements of RCW 82.32.070 or this ((sec
tion)) rule is forever barred from questioning, in any court action or 
proceedings, the correctness of any assessment of taxes made by the 
department based upon any period for which such books, records, and 
invoices have not been so kept, preserved, or disclosed. RCW 
82.32.070.

(6) Electronic records.
(a) Electronic data interchange requirements.
(i) Where a taxpayer uses electronic data interchange (EDI) pro

cesses and technology, the level of record detail, in combination with 
other records related to the transactions, must be equivalent to that 
contained in an acceptable paper record. For example, the retained re
cords should contain such information as vendor name, invoice date, 
product description, quantity purchased, price, amount of tax, indica
tion of tax status, shipping detail, etc. Codes may be used to identi
fy some or all of the data elements, provided that the taxpayer pro
vides a method which allows the department to interpret the coded in
formation.

(ii) The taxpayer may capture the information at any level within 
the accounting system and need not retain the original EDI transaction 
records provided the audit trail, authenticity, and integrity of the 
retained records can be established. For example, a taxpayer using 
electronic data interchange technology receives electronic invoices 
from its suppliers. The taxpayer decides to retain the invoice data 
from completed and verified EDI transactions in its accounts payable 
system rather than to retain the EDI transactions themselves. Since 
neither the EDI transaction nor the accounts payable system captures 
information from the invoice pertaining to product description and 
vendor name (i.e., they contain only codes for that information), the 
taxpayer must also retain other records, such as its vendor master 
file and product code description lists and make them available to the 
department. In this example, the taxpayer need not retain its EDI 
transaction for tax purposes if the vendor master file contains the 
required information.

(b) Electronic data processing systems requirements. The require
ments for an electronic data processing accounting system should be 
similar to that of a manual accounting system, in that an adequately 
designed accounting system should incorporate methods and records that 
will satisfy the requirements of this ((section)) rule.

(c) Internal controls.
(i) Upon the request of the department, the taxpayer must provide 

a description of the business process that created the retained re
cords. Such description must include the relationship between the re
cords and the tax documents prepared by the taxpayer and the measures 
employed to ensure the integrity of the records.

(ii) The taxpayer must be capable of demonstrating:
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(A) The functions being performed as they relate to the flow of 
data through the system;

(B) The internal controls used to ensure accurate and reliable 
processing; and

(C) The internal controls used to prevent unauthorized addition, 
alteration, or deletion of retained records.

(iii) The following specific documentation is required for ma
chine-sensible records retained pursuant to this ((section)) rule:

(A) Record formats or layouts;
(B) Field definitions (including the meaning of all codes used to 

represent information);
(C) File descriptions (e.g., data set name); and
(D) Detailed charts of accounts and account descriptions.
(7) Access to machine-sensible records.
(a) The manner in which the department is provided access to ma

chine-sensible records may be satisfied through a variety of means 
that shall take into account a taxpayer's facts and circumstances 
through consultation with the taxpayer.

(b) Such access will be provided in one or more of the following 
manners:

(i) The taxpayer may arrange to provide the department with the 
hardware, software and personnel resources to access the machine-sen
sible records.

(ii) The taxpayer may arrange for a third party to provide the 
hardware, software and personnel resources necessary to access the ma
chine-sensible records.

(iii) The taxpayer may convert the machine-sensible records to a 
standard record format specified by the department, including copies 
of files, on a magnetic medium that is agreed to by the department.

(iv) The taxpayer and the department may agree on other means of 
providing access to the machine-sensible records.

(8) Storage-only imaging systems.
(a) For purposes of storage and retention, taxpayers may convert 

hard-copy documents received or produced in the normal course of busi
ness and required to be retained under this ((section)) rule to micro
film, microfiche or other storage-only imaging systems and may discard 
the original hard-copy documents, provided the conditions of this 
((section)) rule are met. Documents which may be stored on these media 
include, but are not limited to, general books of account, journals, 
voucher registers, general and subsidiary ledgers, and supporting re
cords of details, such as sales invoices, purchase invoices, exemption 
certificates, and credit memoranda.

(b) Microfilm, microfiche and other storage-only imaging systems 
must meet the following requirements:

(i) Documentation establishing the procedures for converting the 
hard-copy documents to microfilm, microfiche or other storage-only 
imaging system must be maintained and made available upon request. 
Such documentation must, at a minimum, contain a sufficient descrip
tion to allow an original document to be followed through the conver
sion system as well as internal procedures established for inspection 
and quality assurance.

(ii) Procedures must be established for the effective identifica
tion, processing, storage, and preservation of the stored documents 
and for making them available for a period of five years.

(iii) Upon request by the department, a taxpayer must provide fa
cilities and equipment for reading, locating, and reproducing any 
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documents maintained on microfilm, microfiche or other storage-only 
imaging system.

(iv) When displayed on such equipment or reproduced on paper, the 
documents must exhibit a high degree of legibility and readability. 
For this purpose, legibility is defined as the quality of a letter or 
numeral that enables the observer to identify it positively and quick
ly to the exclusion of all other letters or numerals. Readability is 
defined as the quality of a group of letters or numerals being recog
nizable as words or complete numbers.

(v) All data stored on microfilm, microfiche or other storage-on
ly imaging systems must be maintained and arranged in a manner that 
permits the location of any particular record.

(vi) There must be no substantial evidence that the microfilm, 
microfiche, or other storage-only imaging system lacks authenticity or 
integrity.

(9) Effect on hard-copy recordkeeping requirements.
(a) The provisions of this ((section)) rule do not relieve tax

payers of the responsibility to retain hard-copy records that are cre
ated or received in the ordinary course of business as required by ex
isting law and regulations, except as otherwise provided in this 
((section)) rule. Hard-copy records may be retained on a recordkeeping 
medium as provided in subsection (8) of this ((section)) rule.

(b) If hard-copy records are not produced or received in the or
dinary course of transacting business (e.g., when the taxpayer uses 
electronic data interchange technology), such hard-copy records need 
not be created.

(c) Hard-copy records generated at the time of a transaction us
ing a credit or debit card must be retained unless all the details 
necessary to determine correct tax liability relating to the transac
tion are subsequently received and retained by the taxpayer in accord
ance with this ((section)) rule.

(d) Computer printouts that are created for validation, control, 
or other temporary purposes need not be retained.

(e) Nothing in this ((section)) rule prevents the department from 
requesting hard-copy printouts in lieu of retained machine-sensible 
records at the time of examination.

(10) Out-of-state businesses. An out-of-state business which does 
not keep the necessary records within this state may either produce 
within this state such records as are required for examination by the 
department or permit the examination of ((the)) all of the taxpayer's 
records by the department or its authorized representatives at the 
place where the records are kept. RCW 82.32.070.

AMENDATORY SECTION (Amending WSR 14-19-018, filed 9/5/14, effective 
10/6/14)

WAC 458-20-267  Annual reports for certain tax adjustments.  (1) 
Introduction. In order to take certain tax exemptions, credits, and 
rates ("tax adjustments"), taxpayers must file an annual report with 
the department of revenue (the "department") detailing employment, wa
ges, and employer-provided health and retirement benefits.

(a) Reporting requirements for tax adjustments. This ((section)) 
rule explains the reporting requirements for tax adjustments provided 
to computer data centers, the aerospace industry, aluminum manufactur

[ 9 ] OTS-7564.3

This rule was adopted February 24, 2016 and becomes effective March 26, 2016.  It may be used to determine tax liability 
on and after the effective date, until the codified version is available from the code reviser's office. 



ing, electrolytic processing, solar electric manufacturing, semicon
ductor manufacturing, newspaper industries, and government funded men
tal health services. Unless the context clearly requires otherwise, 
the term "tax" is defined under RCW 82.32.020. This ((section)) rule 
explains who is required to file annual reports, how to file reports, 
and what information must be included in the reports.

(b) Examples. This ((section contains)) rule includes a number of 
examples((. These examples)) that identify a ((number)) set of facts 
and then state a conclusion. These examples ((should be used)) are on
ly ((as)) a general guide. ((The results of other situations must be 
determined after a review of all of the facts and circumstances.)) The 
department will evaluate each case on its particular facts and circum
stances and apply both this rule and other statutory and common law 
authority.

(2) Who is required to file the report? A recipient of the bene
fit of the following tax adjustments must complete and file an annual 
report with the department:

(a) Tax adjustments for the aerospace industry:
(i) The business and occupation ("B&O") tax rate provided by RCW 

82.04.260(11) for manufacturers and processors for hire of commercial 
airplanes, component parts, and tooling specially designed for use in 
manufacturing commercial airplanes or components of such airplanes;

(ii) The B&O tax credit provided by RCW 82.04.4461 for qualified 
((development)) aerospace product development expenditures;

(iii) The B&O tax rate for FAR 145 Part certified repair stations 
under RCW 82.04.250(3);

(iv) The retail sales and use tax exemption provided by RCW 
82.08.980 and 82.12.980 for constructing new buildings used for manu
facturing superefficient airplanes;

(v) The leasehold excise tax exemption provided by RCW 82.29A.137 
for facilities used for manufacturing superefficient airplanes;

(vi) The property tax exemption provided by RCW 84.36.655 for 
property used for manufacturing superefficient airplanes; and

(vii) The B&O tax credit for property taxes and leasehold excise 
taxes paid on property used for manufacturing of commercial airplanes 
as provided by RCW 82.04.4463.

(viii) An annual report must be filed with the department for any 
person who takes any of the above tax adjustments of this subsection 
for employment positions in Washington; however, persons engaged in 
manufacturing commercial airplanes or components of such airplanes may 
report per manufacturing job site.

(b) Tax adjustments for the aluminum smelter industry:
(i) The B&O tax rate provided by RCW 82.04.2909 for aluminum 

smelters;
(ii) The B&O tax credit for property taxes provided by RCW 

82.04.4481 for aluminum smelter property;
(iii) The retail sales and use tax exemption provided by RCW 

82.08.805 and 82.12.805 for property used at aluminum smelters; and
(iv) The use tax exemption provided by RCW 82.12.022(5) for the 

use of natural or manufactured gas at aluminum smelters;
(c) Tax adjustment for the electrolytic processing industry. The 

public utility tax exemption provided by RCW 82.16.0421 for sales of 
electricity to electrolytic processing businesses.

(d) Tax adjustment for the solar electric manufacturing industry. 
The B&O tax rate for manufacturers of solar energy systems using pho
tovoltaic modules, or silicon components of such systems provided by 
RCW 82.04.294.
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(e) Tax adjustments for the semiconductor manufacturing and pro
cessing industry.

(i) The B&O tax rate for manufacturers or processors for hire of 
semiconductor materials provided by RCW 82.04.2404.

(ii) The sales and use tax exemptions for sales of gases and 
chemicals used by a manufacturer or processor for hire in the produc
tion of semiconductor materials provided by RCW 82.08.9651, 
82.12.9651, and 82.12.970.

(f) Tax adjustments for various industries.
(i) The B&O tax rate for printing a newspaper, publishing a news

paper, or both provided by RCW 82.04.260(14).
(ii) The sales tax exemption for sales of eligible server equip

ment to be installed without intervening use in an eligible computer 
data center ((as provided by chapters 1 and 23, Laws of 2010 sp. 
sess)) under RCW 82.08.986.

(3) How to file annual reports.
(a) Electronic filing. Reports must be filed electronically un

less the department waives this requirement upon a showing of good 
cause. A report is filed electronically when the department receives 
the report in an electronic format. A person accesses electronic fil
ing through their department "My Account." To file and submit elec
tronically, go to http://dor.wa.gov/TaxIncentiveReporting.

(b) Required paper form. If the department waives the electronic 
filing requirement for a person upon a showing of good cause, then 
that person must use the annual report developed by the department un
less that person obtains prior written approval from the department to 
file an annual report in an alternative format.

(c) How to obtain the form. Persons who have received a waiver of 
the electronic filing requirement from the department or who otherwise 
would like a paper copy of the report may obtain the report from the 
department's web site (www.dor.wa.gov). It may also be obtained from 
the department's district offices, by telephoning the telephone infor
mation center (800-647-7706), or by contacting the department's tax
payer account administration division at:

((Attn: Local Finance Team))
Department of Revenue
Taxpayer Account Administration
Attn: Local Finance Team
Post Office Box 47476
Olympia, WA 98504-7476
Fax: 360-586-0527
(d) Special requirement for persons who did not file an annual 

report during the previous calendar year. If a person is a first-time 
filer or otherwise did not file an annual report with the department 
during the previous calendar year, the report must include information 
on employment, wages, and employer-provided health and retirement ben
efits for the two calendar years immediately preceding the due date of 
the report.

(e) Due date.
(i) For reports due in 2011 or later. For persons claiming any 

B&O tax credit, tax exemption, or tax rate listed under subsection (2) 
of this ((section)) rule, the report must be filed or postmarked by 
April 30th following any calendar year in which the person becomes el
igible to claim the tax credit, tax exemption, or tax rate.

(ii) For reports due in 2010 or earlier. For persons claiming any 
B&O tax credit, tax exemption, or tax rate listed under subsection (2) 
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of this ((section)) rule, with the exception of the tax rate provided 
by RCW 82.04.2404, the report must be filed or postmarked by March 
31st following any calendar year in which the tax credit, tax exemp
tion, or tax rate is claimed. For persons claiming the tax rate provi
ded by RCW 82.04.2404 the report must be filed or postmarked by April 
30th following any calendar year in which the tax rate is claimed.

(iii) Due date extensions. The department may extend the due date 
for timely filing annual reports as provided in subsection (18) of 
this ((section)) rule.

(f) Examples.
(i) An aerospace firm begins taking the B&O tax rate provided by 

RCW 82.04.260(11) for manufacturers and processors for hire of commer
cial airplanes and component parts on October 1, 2010. By April 30, 
2011, the aerospace firm must provide an annual report covering calen
dar years 2009 and 2010. If the aerospace firm continues to take the 
B&O tax rate provided by RCW 82.04.260(11) during calendar year 2011, 
a single annual report is due on April 30, 2012, covering calendar 
year 2011.

(ii) An aluminum smelter begins taking the B&O tax rate provided 
by RCW 82.04.2909 for aluminum smelters on July 31, 2010. By April 30, 
2011, the aluminum smelter must provide an annual report covering cal
endar years 2009 and 2010. If the aluminum smelter continues to take 
the B&O tax rate provided by RCW 82.04.2909 during calendar year 2011, 
a single annual report is due on April 30, 2012, covering calendar 
year 2011.

(4) What employment positions are included in the annual report?
(a) General rule. Except as provided in (b) of this subsection, 

the report must include information detailing employment positions in 
the state of Washington.

(b) Alternative method. Persons engaged in manufacturing commer
cial airplanes or their components may report employment positions per 
job at the manufacturing site.

(i) What is a "manufacturing site"? For purposes of the annual 
report, a "manufacturing site" is one or more immediately adjacent 
parcels of real property located in Washington state on which manufac
turing occurs that support activities qualifying for a tax adjustment. 
Adjacent parcels of real property separated only by a public road com
prise a single site. A manufacturing site may include real property 
that supports nonqualifying activities such as administration offices, 
test facilities, warehouses, design facilities, and shipping and re
ceiving facilities.

(ii)(A) If the person files per job at the manufacturing site, 
which manufacturing site is included in the annual report for the 
aerospace manufacturing industry tax adjustments? The location(s) 
where a person is manufacturing commercial airplanes or components of 
such airplanes within this state is the manufacturing site(s) included 
in the annual report. A "commercial airplane" has its ordinary mean
ing, which is an airplane certified by the Federal Aviation Adminis
tration ("FAA") for transporting persons or property, and any military 
derivative of such an airplane. A "component" means a part or system 
certified by the FAA for installation or assembly into a commercial 
airplane.

(B) Are there alternative methods for reporting separately for 
each manufacturing site? For purposes of completing the annual report, 
the department may agree to allow a person whose manufacturing sites 
are within close geographic proximity to consolidate its manufacturing 
sites onto a single annual report provided that the jobs located at 
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the manufacturing sites have equivalent employment positions, wages, 
and employer-provided health and retirement benefits. A person may re
quest written approval to consolidate manufacturing sites by contact
ing the department's taxpayer account administration division at:

((Attn: Local Finance Team))
Department of Revenue
Taxpayer Account Administration
Attn: Local Finance Team
Post Office Box 47476
Olympia, WA 98504-7476
Fax: 360-586-0527
(c) Examples.
(i) ABC Airplanes, a company manufacturing FAA certified airplane 

landing gear, conducts activities at three locations in Washington 
state. ABC Airplanes is reporting tax under the B&O tax rate provided 
by RCW 82.04.260(11) for manufacturers and processors for hire of com
mercial airplanes and component parts. In Seattle, WA, ABC Airplanes 
maintains its corporate headquarters and administrative offices. In 
Spokane, WA, ABC Airplanes manufactures the brake systems for the 
landing gear. In Vancouver, WA, ABC Airplanes assembles the landing 
gear using the components manufactured in Spokane, WA. If filing per 
manufacturing site, ABC Airplanes must file separate annual reports 
for employment positions at its manufacturing sites in Spokane and 
Vancouver because these are the Washington state locations in which 
manufacturing occurs that supports activities qualifying for a tax ad
justment.

(ii) Acme Engines, a company manufacturing engine parts, conducts 
manufacturing in five locations in Washington state. Acme Engines is 
reporting tax under the B&O tax rate provided by RCW 82.04.260(10) for 
manufacturers and processors for hire of commercial airplanes and com
ponent parts. It manufactures FAA certified engine parts at its 
Puyallup, WA location. Acme Engines' four other locations manufacture 
non-FAA certified engine parts. If filing per manufacturing site, Acme 
Engines must file an annual report for employment positions at its 
manufacturing site in Puyallup because it is the only location in 
Washington state in which manufacturing occurs that supports activi
ties qualifying for a tax adjustment.

(iii) Tacoma Rivets, with one in-state manufacturing site located 
in Tacoma, WA, manufactures rivets used in manufacturing airplanes. 
Half of the rivets Tacoma Rivets manufactures are FAA certified to be 
used on commercial airplanes. The remaining rivets Tacoma Rivets manu
factures are not FAA certified and are used on military airplanes. Ta
coma Rivets is reporting tax on its sales of FAA certified rivets un
der the B&O tax rate provided by RCW 82.04.260(11) for manufacturers 
and processors for hire of commercial airplanes and component parts. 
If filing per manufacturing site, Tacoma Rivets must file an annual 
report for employment positions at its manufacturing site in Tacoma 
because it is the location in Washington state in which manufacturing 
occurs that supports activities qualifying for a tax adjustment.

(iv) Dynamic Aerospace Composites is a company that only manufac
tures FAA certified airplane fuselage materials. Dynamic Aerospace 
Composites conducts activities at three separate locations within 
Kent, WA. Dynamic Aerospace Composites is reporting tax under the B&O 
tax rate provided by RCW 82.04.260(11) for manufacturers and process
ors for hire of commercial airplanes and component parts. If filing 
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per manufacturing site, Dynamic Aerospace Composites must file sepa
rate annual reports for each of its three manufacturing sites.

(v) Worldwide Aerospace, an aerospace company, manufactures wing 
systems for commercial airplanes in twenty locations around the world, 
but none located in Washington state. Worldwide Aerospace manufactures 
wing surfaces in San Diego, CA. Worldwide Aerospace sells the wing 
systems to an airplane manufacturer located in Moses Lake, WA and is 
reporting tax on these sales under the B&O tax rate provided by RCW 
82.04.260(11) for sales, at retail or wholesale, of commercial air
planes, or components of such airplanes, manufactured by that person. 
Worldwide Aerospace is required to complete the annual report for any 
employment positions in Washington that are directly related to the 
qualifying activity.

(5) What jobs are included in the annual report?
(a) The annual report covers all full-time, part-time, and tempo

rary jobs in this state or, for persons filing as provided in subsec
tion (4)(b) of this ((section)) rule, at the manufacturing site as of 
December 31st of the calendar year for which an applicable tax adjust
ment is claimed. Jobs that support nonqualifying activities or support 
both nonqualifying and qualifying activities for a tax adjustment are 
included in the report if the job is located in the state of Washing
ton or, for persons filing as provided in subsection (4)(b) of this 
((section)) rule, at the manufacturing site.

(b) Examples.
(i) XYZ Aluminum, an aluminum smelter company, manufactures alu

minum in Tacoma, WA. The company is reporting tax under the B&O tax 
rate provided by RCW 82.04.2909 for aluminum smelters. XYZ Aluminum's 
annual report for its Tacoma, WA location will include all of its em
ployment positions in this state, including its nonmanufacturing em
ployment positions.

(ii) AAA Tire Company manufactures tires at one manufacturing 
site located in Centralia, WA. The company is reporting tax under the 
B&O tax rate provided by RCW 82.04.260(11) for manufacturers and pro
cessors for hire of commercial airplanes and component parts. FAA cer
tified tires comprise only 20% of the products it manufactures and are 
manufactured in a separate building at the manufacturing site. If fil
ing under the method described in subsection (4)(b) of this ((sec
tion)) rule, AAA Tire Company must report all jobs at the manufactur
ing site, including the jobs engaged in the nonqualifying activities 
of manufacturing non-FAA certified tires.

(6) How is employment detailed in the annual report? The annual 
report is organized by employee occupational groups, consistent with 
the United States Department of Labor's Standard Occupation Codes 
(SOC) System. The SOC System is a universal occupational classifica
tion system used by government agencies and private industries to pro
duce comparable occupational data. The SOC classifies occupations at 
four levels of aggregation:

(a) Major group;
(b) Minor group;
(c) Broad occupation; and
(d) Detailed occupation.
All occupations are clustered into one of twenty-three major 

groups. The annual report uses the SOC major groups to detail the lev
els of employment, wages, and employer-provided health and retirement 
benefits at the manufacturing site. A detailed description of the SOC 
System is available by ((contacting the department's special programs 
division or by)) consulting the United States Department of Labor, Bu
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reau of Labor Statistics online at www.bls.gov/soc. The annual report 
does not require names of employees.

(7) What is total employment? The annual report must state the 
total number of employees for each SOC major group that are currently 
employed on December 31st of the calendar year for which an applicable 
tax adjustment is taken. Total employment includes employees who are 
on authorized leaves of absences such as sick leave, vacation, disa
bility leave, jury duty, military leave, regardless of whether those 
employees are receiving wages. Leaves of absences do not include sepa
rations of employment such as layoffs or reductions in force. Vacant 
positions are not included in total employment.

(8) What are full-time, part-time and temporary employment posi
tions? An employer must provide information on the number of employ
ees, as a percentage of total employment in the SOC major group, that 
are employed in full-time, part-time or temporary employment positions 
on December 31st of the calendar year for which an applicable tax ad
justment is claimed. Percentages should be rounded to the nearest 
1/10th of 1% (XX.X%).

(a) Full-time and part-time employment positions. In order for a 
position to be treated as full time or part time, the employer must 
intend for the position to be filled for at least fifty-two consecu
tive weeks or twelve consecutive months. A full-time position is a po
sition that satisfies any one of the following minimum thresholds:

(i) Works thirty-five hours per week for fifty-two consecutive 
weeks;

(ii) Works four hundred fifty-five hours, excluding overtime, 
each quarter for four consecutive quarters; or

(iii) Works one thousand eight hundred twenty hours, excluding 
overtime, during a period of twelve consecutive months.

A part-time position is a position in which the employee works 
less than the hours required for a full-time position. In some instan
ces, an employee may not be required to work the hours required for 
full-time employment because of paid rest and meal breaks, health and 
safety laws, disability laws, shift differentials, or collective bar
gaining agreements, but receives wages equivalent to a full-time job. 
If, in the absence of these factors, the employee would be required to 
work the number of hours for a full-time position to receive full-time 
wages, the position should be reported as a full-time employment posi
tion.

(b) Temporary positions. A temporary position is a position that 
is intended to be filled for period of less than twelve consecutive 
months. Positions in seasonal employment are temporary positions. Tem
porary positions include workers furnished by staffing companies re
gardless of the duration of the placement with the person required to 
file the annual report.

(c) Examples. Assume these facts for the following examples. Na
tional Airplane Inc. manufactures FAA certified navigation systems at 
a manufacturing site located in Tacoma, WA. National Airplane Inc. is 
claiming all the tax adjustments available for manufacturers and pro
cessors for hire of commercial airplanes and component parts. National 
Airplane Inc. employs one hundred people. Seventy-five of the employ
ees work directly in the manufacturing operation and are classified as 
SOC Production Occupations. Five employees work in the engineering and 
design division and are classified as SOC Architect and Engineering 
Occupations. Five employees are sales representatives and are classi
fied as SOC Sales and Related Occupations. Five employees are service 
technicians and are classified as SOC Installation, Maintenance, and 
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Repair Occupations. Five employees are administrative assistants and 
are classified as SOC Office and Administrative Support. Five execu
tives are classified as SOC Management Occupations.

(i) Through a college work-study program, National Airplane Inc. 
employs six interns from September through June in its engineering de
partment. The interns work twenty hours a week. The six interns are 
reported as temporary employees, and not as part-time employees, be
cause the intern positions are intended to be filled for a period of 
less than twelve consecutive months. Assuming the five employees clas
sified as SOC Architect and Engineering Occupations are full-time em
ployees, National Airplane Inc. will report a total of eleven employ
ment positions in SOC Architect and Engineering Occupations with 45% 
in full-time employment positions and 55% in temporary employment po
sitions.

(ii) National Airplane Inc. manufactures navigation systems in 
two shifts of production. The first shift works eight hours from 8:00 
a.m. to 5:00 p.m. Monday thru Friday. The second shift works six hours 
from 6:00 p.m. to midnight Monday thru Friday. The second shift works 
fewer hours per week (thirty hours) than the first shift (forty hours) 
as a pay differential for working in the evening. If a second shift 
employee transferred to the first shift, the employee would be re
quired to work forty hours with no overall increase in wages. The sec
ond shift employees should be reported as full-time employment posi
tions, rather than part-time employment positions.

(iii) On December 1st, ten National Airplane Inc. full-time em
ployees classified as SOC Production Occupations take family and medi
cal leave for twelve weeks. National Airplane Inc. hires five people 
to perform the work of the employees on leave. Because the ten employ
ees classified as SOC Production Occupations are on authorized leave, 
National Airplane Inc. will include those employees in the annual re
port as full-time employment positions. The five people hired to re
place the absent employees classified as SOC Production Occupations 
will be included in the report as temporary employees. National Air
plane Inc. will report a total of eighty employment positions in SOC 
Production Occupations with 93.8% in full-time employment positions 
and 6.2% in temporary employment positions.

(iv) On December 1st, one full-time employee classified as SOC 
Sales and Related Occupations resigns from her position. National Air
plane Inc. contracts with Jane Smith d/b/a Creative Enterprises, Inc. 
to finish an advertising project assigned to the employee who re
signed. Because Jane Smith is an independent contractor, National Air
plane Inc. will not include her employment in the annual report. Be
cause the resignation has resulted in a vacant position, the total 
number of employment positions National Airplane Inc. will report in 
SOC Sales and Related Occupations is reduced to four employment posi
tions.

(v) All National Airplane Inc. employees classified as SOC Office 
and Administrative Support Occupations work forty hours a week, fifty-
two weeks a year. On November 1st, one employee must limit the number 
of hours worked to thirty hours each week to accommodate a disability. 
The employee receives wages based on the actual hours worked each 
week. Because the employee works less than thirty-five hours a week 
and is not paid a wage equivalent to a full-time position, the employ
ee's position is a part-time employment position. National Airplane 
Inc. will report a total of five employment positions in SOC Office 
and Administrative Support Occupations with 80% in full-time employ
ment positions and 20% in part-time employment positions.
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(9) What are wages? For the purposes of the annual report, "wa
ges" means the base compensation paid to an individual for personal 
services rendered to an employer, whether denominated as wages, sal
ary, commission, or otherwise. Compensation in the form of overtime, 
tips, bonuses, benefits (insurance, paid leave, meals, etc.), stock 
options, and severance pay are not "wages." For employees that earn an 
annual salary, hourly wages are determined by dividing annual salary 
by 2080. If an employee is paid by commission, hourly wages are deter
mined by dividing the total amount of commissions paid during the cal
endar year by 2080.

(10) How are wages detailed for the annual report?
(a) An employer must provide information on the number of employ

ees, as a percentage of the total employment in the SOC major group, 
paid a wage within the following five hourly wage bands:

Up to $10.00 an hour;
$10.01 an hour to $15.00 an hour;
$15.01 an hour to $20.00 an hour;
$20.01 an hour to $30.00 an hour; and
$30.01 an hour or more.

Percentages should be rounded to the nearest 1/10th of 1% (XX.X%). For 
purposes of the annual report, wages are measured on December 31st of 
the calendar year for which an applicable tax adjustment is claimed.

(b) Examples. Assume these facts for the following examples. 
Washington Airplane Inc. manufactures FAA certified navigation systems 
at a manufacturing site located in Tacoma, WA. Washington Airplane 
Inc. is claiming all the tax adjustments available for manufacturers 
and processors for hire of commercial airplanes and component parts. 
Washington Airplane Inc. employs five hundred people at the manufac
turing site, which constitutes its entire work force in this state. 
Four hundred employees engage in activities that are classified as SOC 
Production Occupations. Fifty employees engage in activities that are 
classified as SOC Architect and Engineer Occupations. Twenty-five em
ployees are engaged in activities classified as SOC Management Occupa
tions. Twenty employees are engaged in activities classified as SOC 
Office and Administrative Support Occupations. Five employees are en
gaged in activities classified as SOC Sales and Related Occupations.

(i) One hundred employees classified as SOC Production Occupa
tions are paid $12.00 an hour. Two hundred employees classified as SOC 
Production Occupations are paid $17.00 an hour. One hundred employees 
classified as SOC Production Occupations are paid $25.00 an hour. For 
SOC Production Occupations, Washington Airplane Inc. will report 25% 
of employment positions are paid $10.01 an hour to $15.00 an hour; 50% 
are paid $15.01 an hour to $20.00 an hour; and 25% are paid $20.01 an 
hour to $30.00 an hour.

(ii) Ten employees classified as SOC Architect and Engineering 
Occupations are paid an annual salary of $42,000; another ten employ
ees are paid $50,000 annually; and the remaining employees are all 
paid over $70,000 annually. In order to report wages, the annual sal
aries must be converted to hourly amounts by dividing the annual sal
ary by 2080 hours. For SOC Architect and Engineering Occupations, 
Washington Airplane Inc. will report 40% of employment positions are 
paid $20.01 an hour to $30.00 an hour and 60% are paid $30.00 an hour 
or more.

(iii) All the employees classified as SOC Sales and Related Occu
pations are sales representatives that are paid on commission. They 
receive $10.00 commission for each navigation system sold. Three sales 
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representatives sell 2,500 navigation systems during the calendar 
year. Two sales representatives sell 3,500 navigation systems during 
the calendar year and receive a $10,000 bonus for exceeding company's 
sales goals. In order to report wages, the employee's commissions must 
be converted to hourly amounts by dividing the total commissions by 
2080 hours. Washington Airplane Inc. will report that 60% of employ
ment positions classified as SOC Sales and Related Occupations are 
paid $10.01 an hour to $15.00 an hour. Because bonuses are not inclu
ded in wages, Washington Airplane Inc. will report 40% of employment 
positions classified as SOC Sales and Related Occupations are paid 
$15.01 an hour to $20.00 an hour.

(iv) Ten of the employees classified as SOC Office and Adminis
trative Support Occupations earn $9.50 an hour. The remaining ten em
ployees classified as SOC Office and Administrative Support Occupa
tions earn wages between $10.01 an hour to $15.00 an hour. On December 
1st, Washington Airplane Inc. announces that effective December 15th, 
all employees classified as SOC Office and Administrative Support Oc
cupations will earn wages of at least $10.50 an hour, but no more than 
$15.00 an hour. Because wages are measured on December 31st, Washing
ton Airplane Inc. will report 100% of employment positions classified 
as SOC Office and Administrative Support Occupations Sales and Related 
Occupations are paid $10.01 an hour to $15.00 an hour.

(11) Reporting workers furnished by staffing companies. For tem
porary positions filled by workers that are furnished by staffing com
panies, the person filling out the annual report must provide the fol
lowing information:

(a) Total number of staffing company employees furnished by 
staffing companies;

(b) Top three occupational codes of all staffing company employ
ees; and

(c) Average duration of all staffing company employees.
(12) What are employer-provided health benefits? For purposes of 

the annual report, "health benefits" means compensation, not paid as 
wages, in the form of a health plan offered by an employer to its em
ployees. A health plan that is equally available to employees and the 
general public is not an "employer-provided" health benefit.

(a) "Dental care services" means services offered or provided by 
health care facilities and health care providers relating to the pre
vention, cure, or treatment of illness, injury, or disease of human 
teeth, alveolar process, gums, or jaw.

(b) "Dental care plan" means a health plan for the purpose of 
providing for its employees or their beneficiaries' dental care serv
ices.

(c) "Health plan" means any plan, fund, or program established, 
maintained, or funded by an employer for the purpose of providing for 
its employees or their beneficiaries, through the purchase of insur
ance or otherwise, medical care and dental care services. Health plans 
include any "employee welfare benefit plan" as defined by the Employee 
Retirement Income Security Act (ERISA), any "health plan" or "health 
benefit plan" as defined in RCW 48.43.005, any self-funded multiple 
employer welfare arrangement as defined in RCW 48.125.010, any "quali
fied health insurance" as defined in Section 35 of the Internal Reve
nue Code, an "Archer MSA" as defined in Section 220 of the Internal 
Revenue Code, a "health savings plan" as defined in Section 223 of the 
Internal Revenue Code, any "health plan" qualifying under Section 213 
of the Internal Revenue Code, governmental plans, and church plans.
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(d) "Medical care services" means services offered or provided by 
health care facilities and health care providers relating to the pre
vention, cure, or treatment of illness, injury, or disease.

(e) "Medical care plan" means a health plan for the purpose of 
providing for its employees or their beneficiaries' medical care serv
ices.

(13) How are employer-provided health benefits detailed in the 
annual report? The annual report is organized by SOC major group and 
by type of health plan offered to or with enrolled employees on Decem
ber 31st of the calendar year for which an applicable tax adjustment 
is claimed.

(a) Detail by SOC major group. For each SOC major group, report 
the number of employees, as a percentage of total employment in the 
SOC major group, eligible to participate in an employer-provided medi
cal care plan. An employee is "eligible" if the employee can currently 
participate in a medical care plan provided by the employer. Waiting 
periods, tenure requirements, minimum work hour requirements, preex
isting conditions, and other limitations may prevent an employee from 
being eligible for coverage in an employer's medical care plan. If an 
employer provides multiple medical care plans, an employee is "eligi
ble" if the employee can currently participate in one of the medical 
care plans. Percentages should be rounded to the nearest 1/10th of 1% 
(XX.X%).

(b) Examples.
(i) On December 31st, Acme Engines has one hundred employees 

classified as SOC Production Occupations. It offers these employees 
two medical care plans. Plan A is available to all employees at the 
time of hire. Plan B is available to employees after working ninety 
days. For SOC Production Occupations, Acme Engines will report 100% of 
its employees are eligible for employer-provided medical benefits be
cause all of its employees are eligible for at least one medical care 
plan offered by Acme Engines.

(ii) Apex Aluminum has fifty employees classified as SOC Trans
portation and Material Moving Occupations, all of whom have worked for 
Apex Aluminum for over five years. Apex Aluminum offers one medical 
care plan to its employees. Employees must work for Apex Aluminum for 
six months to participate in the medical care plan. On October 1st, 
Apex Aluminum hires ten new employees classified as SOC Transportation 
and Material Moving Occupations. For SOC Transportation and Material 
Moving Occupations, Apex Aluminum will report 83.3% of its employees 
are eligible for employer-provided medical benefits.

(c) Detail by type of health plan. The report also requires de
tailed information about the types of health plans the employer pro
vides. If an employer has more than one type of health plan, it must 
report each health plan separately. If a person offers more than one 
of the same type of health plan as described in (c)(i) of this subsec
tion, the person may consolidate the detail required in (c) through 
(e) of this subsection by using ranges to describe the information. 
The details include:

(i) A description of the type of plan in general terms such as 
self-insured, fee for service, preferred provider organization, health 
maintenance organization, health savings account, or other general de
scription. The report does not require a person to disclose the 
name(s) of their health insurance carrier(s).

(ii) The number of employees eligible to participate in the 
health plan, as a percentage of total employment at the manufacturing 
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site or as otherwise reported. Percentages should be rounded to the 
nearest 1/10th of 1% (XX.X%).

(iii) The number of employees enrolled in the health plan, as a 
percentage of employees eligible to participate in the health plan at 
the manufacturing site or as otherwise reported. An employee is "en
rolled" if the employee is currently covered by or participating in an 
employer-provided health plan. Percentages should be rounded to the 
nearest 1/10th of 1% (XX.X%).

(iv) The average percentage of premium paid by employees enrolled 
in the health plan. "Premium" means the cost incurred by the employer 
to provide a health plan or the continuance of a health plan, such as 
amounts paid to health carriers or costs incurred by employers to 
self-insure. Employers are generally legally responsible for payment 
of the entire cost of the premium for enrolled employees, but may re
quire enrolled employees to share in the cost of the premium to obtain 
coverage. State the amount of premium, as a percentage, employees must 
pay to maintain enrollment under the health plan. Percentages should 
be rounded to the nearest 1/10th of 1% (XX.X%).

(v) If necessary, the average monthly contribution to enrolled 
employees. In some instances, employers may make contributions to an 
employee health plan, but may not be aware of the percentage of premi
um cost borne by the employee. For example, employers may contribute 
to a health plan sponsored by an employee organization, or may sponsor 
a medical savings account or health savings account. In those instan
ces where the employee's contribution to the health plan is unknown, 
an employer must report its average monthly contribution to the health 
plan by dividing the employer's total monthly costs for the health 
plan by the total number of employees enrolled in the health plan.

(vi) Whether legal spouses, state registered domestic partners, 
and unmarried dependent children can obtain coverage under the health 
plan and if there is an additional premium for such coverage.

(vii) Whether part-time employees are eligible to participate in 
the health plan.

(d) Medical care plans. In addition to the detailed information 
required for each health plan, report the amount of enrolled employee 
point of service cost-sharing for hospital services, prescription drug 
benefits, and primary care physician services for each medical care 
plan. If differences exist within a medical care plan, the lowest cost 
option to the enrolled employee must be stated in the report. For ex
ample, if employee point of service cost-sharing is less if an enrol
led employee uses a network of preferred providers, report the amount 
of point of service cost-sharing using a preferred provider. Employee 
point of service cost-sharing is generally stated as a percentage of 
cost, a specific dollar amount, or both.

(i) "Employee point of service cost-sharing" means amounts paid 
to health carriers directly providing medical care services, health 
care providers, or health care facilities by enrolled employees in the 
form of copayments, co-insurance, or deductibles. Copayments and co-
insurance mean an amount specified in a medical care plan which is an 
obligation of enrolled employees for a specific medical care service 
which is not fully prepaid. A deductible means the amount an enrolled 
employee is responsible to pay before the medical care plan begins to 
pay the costs associated with treatment.

(ii) "Hospital services" means covered in-patient medical care 
services performed in a hospital licensed under chapter 70.41 RCW.
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(iii) "Prescription drug benefit" means coverage to purchase a 
thirty-day or less supply of generic prescription drugs from a retail 
pharmacy.

(iv) "Primary care provider services" means nonemergency medical 
care services provided in an office setting by the employee's primary 
care provider.

(e) Dental care plans. In addition to the health plan information 
required for each dental care plan, the annual maximum benefit for 
each dental care plan must be stated in the report. Most dental care 
plans have an annual dollar maximum benefit. This is the maximum dol
lar amount a dental care plan will pay toward the cost of dental care 
services within a specific benefit period, generally one year. The en
rolled employee is personally responsible for paying costs above the 
annual maximum.

(f) Examples.
(i) Assume the following facts for the following examples. Mosaic 

Aerospace employs one hundred employees and offers two medical care 
plans as health benefits to employees at the time of hire. Plan A is a 
managed care plan (HMO). Plan B is a fee for service medical care 
plan.

(A) Forty Mosaic Aerospace employees are enrolled in Plan A. It 
costs Mosaic Aerospace $750 a month for each employee covered by Plan 
A. Enrolled employees must pay $150 each month to participate in Plan 
A. If an enrolled employee uses its network of physicians, Plan A will 
cover 100% of the cost of primary care provider services with employ
ees paying a $10.00 copayment per visit. If an enrolled employee uses 
its network of hospitals, Plan A will cover 100% of the cost of hospi
tal services with employees paying a $200 deductible. If an enrolled 
employee does not use a network provider, Plan A will cover only 50% 
of the cost of any service with a $500 employee deductible. An enrol
led employee must use a network of retail pharmacies to receive any 
prescription drug benefit. Plan A will cover the cost of prescription 
drugs with enrolled employees paying a $10.00 copayment. If an enrol
led employee uses the mail-order pharmacy option offered by Plan A, 
copayment for prescription drug benefits is not required.

Mosaic Aerospace will report Plan A separately as a managed care 
plan. One hundred percent of its employees are eligible to participate 
in Plan A. The percentage of eligible employees enrolled in Plan A is 
40%. The percentage of premium paid by an employee is 20%. Mosaic 
Aerospace will also report that employees have a $10.00 copayment for 
primary care provider services and a $200 deductible for hospital 
services because this is the lowest cost option within Plan A. Mosaic 
Aerospace will report that employees have a $10.00 copayment for pre
scription drug benefit. Mosaic Aerospace cannot report that employees 
do not have a prescription drug benefit copayment because "prescrip
tion drug benefit" is defined as coverage to purchase a thirty-day or 
less supply of generic prescription drugs from a retail pharmacy, not 
a mail-order pharmacy.

(B) Fifty Mosaic Aerospace employees are enrolled in Plan B. It 
costs Mosaic Aerospace $1,000 a month for each employee covered by 
Plan B. Enrolled employees must pay $300 a month to participate in 
Plan B. Plan B covers 100% of the cost of primary care provider serv
ices and 100% of the cost of prescription drugs with employees paying 
a $200 annual deductible for each covered service. Plan B covers 80% 
of the cost of hospital services with employees paying a $250 annual 
deductible.
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Mosaic Aerospace will report Plan B separately as a fee for serv
ice medical care plan. One hundred percent of its employees are eligi
ble to participate in Plan B. The percentage of eligible employees en
rolled in Plan B is 50%. The percentage of premium paid by an employee 
is 30%. Mosaic Aerospace will also report that employees have a $200 
annual deductible for both primary care provider services and pre
scription drug benefits. Hospital services have a $250 annual deducti
ble and 20% co-insurance obligation.

(C) On December 1st, Mosaic Aerospace acquires General Aircraft 
Inc., a company claiming all the tax adjustments available for manu
facturers and processors for hire of commercial airplanes and compo
nent parts. General Aircraft Inc. had fifty employees, all of whom 
were retained by Mosaic Aerospace. At General Aircraft Inc., employees 
were offered one managed care plan (HMO) as a benefit. The former Gen
eral Aircraft Inc. employees will retain their current managed care 
plan until the following June when employees would be offered Mosaic 
Aerospace benefits. On December 31st, Mosaic Aerospace is offering em
ployees two managed care plans. Mosaic Aerospace may report each man
aged care plan separately or may consolidate the detail required in 
(c) through (e) of this subsection for this type of medical care plan 
by using ranges to report the information.

(ii) Aero Turbines employs one hundred employees. It offers em
ployees health savings accounts as a benefit to employees who have 
worked for the company for six months. Aero Turbines established the 
employee health savings accounts with a local bank and makes available 
to employees a high deductible medical care plan to be used in con
junction with the account. Aero Turbines deposits $500 a month into 
each employee's health savings account. Employees deposit a portion of 
their pretax earnings into a health savings account to cover the cost 
of primary care provider services, prescription drug purchases, and 
the high deductible medical care plan for hospital services. The high 
deductible medical care plan has an annual deductible of $2,000 and 
covers 75% of the cost of hospital services. Sixty-six employees open 
health savings accounts. Four employees have not worked for Aero Tur
bines for six months.

Aero Turbines will report the medical care plan as a health sav
ings account. Ninety-six percent of employees are eligible to partici
pate in health savings accounts. The percentage of eligible employees 
enrolled in health savings accounts is 68.8%. Because the amount of 
employee deposits into their health savings accounts will vary, Aero 
Turbines will report the average monthly contribution of $500 rather 
than the percentage of premium paid by enrolled employees. Because em
ployees are responsible for covering their primary care provider serv
ices and prescription drugs costs, Aero Turbines will report that this 
health plan does not include these services. Because the high deducti
ble medical care plan covers the costs of hospital services, Aero Tur
bines will report that the medical care plan has an annual deductible 
of $2,000 and employees have 25% co-insurance obligation.

(14) What are employer-provided retirement benefits? For purposes 
of the annual report, "retirement benefits" mean compensation, not 
paid as wages, in the form of a retirement plan offered by an employer 
to its employees. A "retirement plan" means any plan, account, depos
it, annuity, or benefit, other than a life insurance policy, that pro
vides for retirement income or deferred income to employees for peri
ods extending to the termination of employment or beyond. Retirement 
plans include pensions, annuities, stock bonus plans, employee stock 
ownership plans, profit sharing plans, self-employed retirement plans, 
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individual retirement accounts, individual retirement annuities, and 
retirement bonds, as well as any other plan or program, without regard 
to its source of funding, and without regard to whether the retirement 
plan is a qualified plan meeting the guidelines established in the Em
ployee Retirement Income Security Act of 1974 (ERISA) and the Internal 
Revenue Code. A retirement plan that is equally available to employees 
and the general public is not an "employer-provided" retirement bene
fit.

(15) How are employer-provided retirement benefits detailed in 
the annual report? The annual report is organized by SOC major group 
and by type of retirement plans offered to employees or with enrolled 
employees on December 31st of the calendar year for which an applica
ble tax adjustment is claimed. Inactive or terminated retirement plans 
are excluded from the annual report. An inactive retirement plan is a 
plan that is not offered to new employees, but has enrolled employees, 
and neither enrolled employees nor the employer are making contribu
tions to the retirement plan.

(a) Detail by SOC major group. For each SOC major group, report 
the number of employees, as a percentage of total employment in the 
SOC major group, eligible to participate in an employer-provided re
tirement plan. An employee is "eligible" if the employee can currently 
participate in a retirement plan provided by the employer. Waiting pe
riods, tenure requirements, minimum work hour requirements, and other 
limitations may prevent an employee from being eligible for coverage 
in an employer's retirement plan. If an employer provides multiple re
tirement plans, an employee is "eligible" if the employee can current
ly participate in one of the retirement plans. Percentages should be 
rounded to the nearest 1/10th of 1% (XX.X%).

(b) Examples.
(i) Lincoln Airplane has one hundred employees classified as SOC 

Production Occupations. Fifty employees were enrolled in defined bene
fit pension at the time of hire. All employees are eligible to partic
ipate in a 401(k) Plan. For SOC Production Occupations, Lincoln Air
plane will report 100% of its employees are eligible for employer-pro
vided retirement benefits because all of its employees are eligible 
for at least one retirement plan offered by Lincoln Airplane.

(ii) Fly-Rite Airplanes has fifty employees classified in SOC 
Computer and Mathematical Occupations. Fly-Rite Airplane offers a SIM
PLE IRA to its employees after working for the company one year. For
ty-five employees classified in SOC Computer and Mathematical Occupa
tions have worked for the company more than one year. For SOC Computer 
and Mathematical Occupations, Fly-Rite Airplanes will report 90% of 
its employees are eligible for retirement benefits.

(c) Detail by retirement plan. The report also requires detailed 
information about the types of retirement plans an employer offers em
ployees. If an employer offers multiple retirement plans, it must re
port each type of retirement plan separately. If an employer offers 
more than one of the same type of retirement plan, but with different 
levels of employer contributions, it may consolidate the detail re
quired in (i) through (iv) of this subsection by using ranges to de
scribe the information. The report includes:

(i) The type of plan in general terms such as 401(k) Plan, SEP 
IRA, SIMPLE IRA, cash balance pension, or defined benefit plan.

(ii) The number of employees eligible to participate in the re
tirement plan, as a percentage of total employment at the manufactur
ing site, or as otherwise reported. Percentages should be rounded to 
the nearest 1/10th of 1% (XX.X%).
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(iii) The number of employees enrolled in the retirement plan, as 
a percentage of employees eligible to participate in the retirement 
plan at the manufacturing site. An employee is "enrolled" if the em
ployee currently participates in an employer-provided retirement plan, 
regardless of whether the employee has a vested benefit. Percentages 
should be rounded to the nearest 1/10th of 1% (XX.X%).

(iv) The maximum benefit the employer will contribute into the 
retirement plan for enrolled employees. The maximum benefit an employ
er will contribute is generally stated as a percentage of salary, spe
cific dollar amount, or both. This information is not required for a 
defined benefit plan meeting the qualification requirements of Employ
ee Retirement Income Security Act (ERISA) that provides benefits ac
cording to a flat benefit, career-average, or final pay formula.

(d) Examples.
(i) General Airspace is a manufacturer of airplane components lo

cated in Centralia, WA. General Airspace employs one hundred employ
ees. Fifty employees are eligible for and enrolled in a defined bene
fit pension with a flat benefit at the time of retirement. Twenty-five 
employees are eligible for and enrolled in a cash balance pension with 
General Airspace contributing 7% of an employee's annual compensation 
with a maximum annual contribution of $10,000. All General Airspace 
employees can participate in a 401(k) Plan. Sixty-five employees are 
participating in the 401(k) Plan. General Airspace does not make any 
contributions into the 401(k) Plan. Five employees are former employ
ees of United Skyways, a company General Airspace acquired. United 
Skyways employees were enrolled in a cash balance pension at the time 
of hire. When General Airspace acquired United Skyways, it did not 
terminate or liquidate the United Skyways cash balance plan. Rather, 
General Airspace maintains cash balance plan only for former United 
Skyways employees, allowing only interest to accrue to the plan.

(A) General Airspace will report that it offers three retirement 
plans - A defined benefit pension, a cash-balance pension, and a 
401(k) Plan. General Airspace will not report the inactive cash bal
ance pension it maintains for former United Skyways employees.

(B) For the defined benefit pension, General Airspace will report 
50% of its total employment positions are eligible to participate. Of 
the employment positions eligible to participate, 100% are enrolled.

(C) For the cash-balance pension, General Airspace will report 
25% of its total employment positions are eligible to participate. Of 
the employment positions eligible to participate, 100% are enrolled. 
General Airspace will report a maximum contribution of $10,000 or 7% 
of an employee's annual compensation.

(D) For the 401(k) Plan, General Airspace will report 100% of its 
total employment positions are eligible to participate in the retire
ment plan. Of the employment positions eligible to participate, 65% 
are enrolled. General Airspace will report that it does not make any 
contributions into the 401(k) Plan.

(ii) Washington Alloys is an aluminum smelter located in Grand
view, WA. Washington Alloys employs two hundred employees. Washington 
Alloys offers a 401(k) Plan to its employees after one year of hire. 
One hundred seventy-five employees have worked for Washington Alloys 
for one year or more. Of that amount, seventy-five have worked more 
than five years. Washington Alloys will match employee contributions 
up to a maximum 3% of annual compensation. If an employee has worked 
for Washington Alloys for more than five years, Washington Alloys will 
contribute 5% of annual compensation regardless of the employee's con
tribution. One hundred employees receive a 3% matching contribution 
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from Washington Alloys. Fifty employees receive a contribution of 5% 
of annual compensation.

(A) Washington Alloys can report each 401(k) Plan separately - A 
401(k) Plan with a maximum employer contribution of 3% of annual com
pensation and a 401(k) Plan with a maximum employer contribution to 5% 
of annual compensation. Alternatively, Washington Alloys can report 
that it offers a 401(k) Plan with a maximum employer contribution 
ranging from 3% to 5% of annual compensation.

(B)(I) If Washington Alloys reports each 401(k) Plan separately, 
for the 401(k) Plan with a maximum employer contribution of 3% of an
nual compensation, Washington Alloys will report 50% of its total em
ployment positions are eligible to participate. Of the employment po
sitions eligible to participate, 100% are enrolled.

For the 401(k) Plan with a maximum employer contribution of 5% of 
annual compensation, Washington Alloys will report 37.5% of its total 
employment positions are eligible to participate. Of the employment 
positions eligible to participate, 66.6% are enrolled.

(II) If Washington Alloys consolidates its detailed information 
about its 401(k) Plans, it will report that 87.5% of its total employ
ment positions are eligible to participate in 401(k) Plans. Of the em
ployment positions eligible to participate in the 401(k) Plans, 85.7% 
are enrolled.

(16) Additional reporting for aluminum smelters and electrolytic 
processing businesses. For an aluminum smelter or electrolytic pro
cessing business, the annual report must indicate the quantity of 
product produced in this state during the time period covered by the 
report.

(17) Are annual reports confidential? Except for the additional 
information that the department may request which it deems necessary 
to measure the results of, or to determine eligibility for the tax 
preference, annual reports are not subject to the confidentiality pro
visions of RCW 82.32.330 and may be disclosed to the public upon re
quest.

(18) What are the consequences for failing to file a complete an
nual report?

(a) If a person claims a tax adjustment that requires an annual 
report under this ((section)) rule but fails to submit a complete re
port by the due date or any extension under RCW 82.32.590 the amount 
of the tax adjustment claimed for the previous calendar year becomes 
immediately due and payable. Interest, but not penalties, will be as
sessed on these amounts due. The interest will be assessed at the rate 
provided for delinquent taxes provided for in RCW 82.32.050, retroac
tively to the date the tax preference was claimed, and accrues until 
the taxes for which the tax preference was claimed are repaid.

(b) Complete annual report. An annual report is complete if:
(i) The annual report is filed on the form required by this 

((section)) rule; and
(ii) The person makes a good faith effort to substantially re

spond to all report questions required by this ((section)) rule.
The answer "varied," "various," or "please contact for informa

tion" is not a good faith response to a question.
(c) Extension for circumstances beyond the control of the taxpay

er. If the department finds that the failure of a taxpayer to file an 
annual report by the due date was the result of circumstances beyond 
the control of the taxpayer, the department will extend the time for 
filing the report. The extension will be for a period of thirty days 
from the date the department issues its written notification to the 
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taxpayer that it qualifies for an extension under this ((section)) 
rule. The department may grant additional extensions as it deems prop
er.

In making a determination whether the failure of a taxpayer to 
file an annual report by the due date was the result of circumstances 
beyond the control of the taxpayer, the department will apply the pro
visions adopted by the department in WAC 458-20-228 for the waiver or 
cancellation of penalties when the underpayment of untimely payment of 
any tax was due to circumstances beyond the control of the taxpayer.

(d) One-time only extension. A taxpayer who fails to file an an
nual report required under this ((section)) rule by the due date of 
the report is entitled to an extension of the due date. A request for 
an extension under this subsection must be made in writing to the de
partment.

(i) To qualify for an extension, a taxpayer must have filed all 
annual reports and surveys, if any, due in prior years by their re
spective due dates, beginning with annual reports and surveys due in 
the calendar year 2010.

(ii) An extension is for ninety days from the original due date 
of the annual report.

(iii) No taxpayer may be granted more than one ninety-day exten
sion.

AMENDATORY SECTION (Amending WSR 08-01-017, filed 12/7/07, effective 
1/7/08)

WAC 458-20-277  Certified service providers—Compensation.  (1) 
Introduction. This ((section)) rule explains compensation paid to cer
tified service providers (CSPs) as defined in ((Substitute Senate Bill 
No. 5089 (SSB 5089), chapter 6, Laws of 2007 and)) RCW 82.58.080. The 
((section)) rule also lists rights and responsibilities applicable to 
these CSPs when collecting and remitting retail sales and use taxes in 
Washington. ((On March 22, 2007, Washington enacted SSB 5089, a legis
lative package that brings Washington's sales and use tax laws into 
conformity with the streamlined sales and use tax agreement (SSUTA). 
For more information concerning the SSUTA, visit http://
www.streamlinedsalestax.org.)) Washington became a full member state 
on July 1, 2008. See SSB 5089 (chapter 6, Laws of 2007). The web sites 
referenced in this ((section)) rule are not maintained by Washington 
or the department of revenue (department). These referenced web sites 
may contain recommendations that require a change to Washington law 
prior to becoming effective in Washington.

(2) CSP compensation for volunteer sellers.
(a) What is a CSP? A CSP is an agent of the seller certified un

der the SSUTA to perform all of a seller's retail sales and use tax 
functions, other than the seller's obligation to remit retail sales 
and use tax on its own purchases. For more information concerning CSP 
certification or a list of current CSPs, visit the SSUTA web site lo
cated at: http://www.streamlinedsalestax.org.

(b) What is a volunteer seller? A volunteer seller is any seller 
that has selected a CSP, as agent, to perform all of that seller's re
tail sales and use tax functions, other than the obligation to remit 
retail sales and use tax on the seller's own purchases and who has 
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voluntarily registered through the SSUTA central registration system 
(CRS) in accordance with the terms of the CSP contract (CSP contract). 
The CSP contract is the agreement executed between each CSP and the 
streamlined sales tax governing board under which CSPs perform serv
ices in SSUTA associate and member states.

(c) What are member states and associate member states? Member 
states are those states that have petitioned and been granted full 
membership under the SSUTA. Associate member states are those states 
that have petitioned and been designated associate member status under 
the SSUTA. Washington became an associate member state on July 1, 
2007. Washington has been granted full membership status as of July 1, 
2008. For a list of the current member and associate member states, 
visit the SSUTA web site at: http://www.streamlinedsalestax.org.

(d) What are monetary allowances? As a condition of becoming an 
associate member and member state, Washington has agreed to permit 
CSPs to act as agents for sellers in collecting and remitting sales 
and use taxes in Washington. Washington has agreed to provide monetary 
allowances to CSPs acting as agents for volunteer sellers. A CSP will 
obtain these monetary allowances by retaining a portion of the Wash
ington retail sales and use tax they collect. However, monetary allow
ances will not reduce the retail sales and use taxes collected for and 
remitted to local taxing jurisdictions. The calculation of these mone
tary allowances is discussed in subsection (3) of this ((section)) 
rule.

(e) What is a certified automated system (CAS)? A certified auto
mated system is software certified by Washington under the SSUTA: To 
calculate the sales and use tax imposed by each taxing jurisdiction on 
a transaction; to determine the amount of tax to remit; and to main
tain a record of the transaction.

(3) How are monetary allowances calculated? The formula for de
termining monetary allowances is set forth in the CSP contract. This 
monetary allowance is the CSP's sole form of compensation with respect 
to volunteer sellers during the term of the CSP contract and is the 
same with respect to all CSPs.

This monetary allowance is calculated by using the following for
mula: (The combined volume of taxes due to all member and associate 
member states from a volunteer seller in such capacity) multiplied by 
(the applicable base rate). Simply stated, the formula is (combined 
collected taxes) x (base rate). Affiliated volunteer sellers will be 
treated as a single volunteer seller if they are related persons under 
267(b) or 707(b) of the United States Internal Revenue Code. The base 
rate resets annually. Table A below sets forth the schedule for "com
bined collected taxes" and the applicable "base rate":

Table A

Combined Collected Taxes:
Base 
Rate:

$0.00 - $250,000 8%
$250,000.01 - $1,000,000 7%
$1,000,000.01 - $2,500,000 6%
$2,500,000.01 - $5,000,000 5%
$5,000,000.01 - $10,000,000 4%
$10,000,000.01 - $25,000,000 3%
Over $25,000,000.01 2%
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(a) Can volunteer sellers lose volunteer seller status? Volunteer 
seller status ceases when the seller conducts activities in Washington 
that would require the seller to legally register in Washington as de
scribed in the CSP contract.

(b) Seller statements. Each volunteer seller must periodically 
send written statements (statement) to the CSP verifying that the 
seller continues to qualify as a volunteer seller in Washington. The 
volunteer seller must send the first statement twenty-four consecutive 
months from the date on which the CSP began remitting sales and use 
taxes for the volunteer seller in Washington. Subsequently, volunteer 
sellers will send a statement every twelve consecutive months there
after. A CSP may request a statement verifying a seller's volunteer 
seller status at any time. The CSP must notify the department when a 
seller loses volunteer seller status and this notification must be 
sent no later than ten business days after receipt of a seller's 
statement indicating the seller is no longer a volunteer seller. No
tice to the department must be provided consistent with the notice 
provisions contained in the CSP contract. Entitlement to monetary al
lowances will be terminated after a seller sends a statement that the 
seller is no longer a volunteer seller.

(c) When will monetary allowances terminate? A CSP is entitled to 
retain monetary allowances granted prior to receiving a statement in
dicating that the seller has lost volunteer seller status. However, 
entitlement to monetary allowances will end on the first day of the 
month following receipt of such statement. Regardless, a CSP will be 
entitled to monetary allowances for services performed under this 
((section)) rule with respect to a volunteer seller for a period of 
twenty-four months (beginning on the date the CSP commenced remitting 
sales and use taxes for the volunteer seller in Washington and ending 
twenty-four consecutive months later).

(4) CSP rights and responsibilities.
(a) Responsibility for retail sales and use taxes. A CSP is lia

ble to the member states and associate member states for the retail 
sales and use taxes on the sales transactions that it processes.

If the CSP does not remit the collected retail sales and use tax
es when due, those taxes are delinquent. Washington may send a notice 
of delinquency to a CSP for these delinquent taxes. The CSP must then 
remit the delinquent taxes within ten business days of that notifica
tion. If the CSP does not remit the delinquent taxes within those ten 
business days, the CSP is not entitled to monetary allowances with re
spect to the delinquent taxes and is liable for the payment of the 
taxes along with penalties and interest. However, if the taxes are de
linquent because a seller has not remitted part or all of the delin
quent taxes to the CSP, the CSP will be given relief if it properly 
notifies the department. In order to obtain this relief, the CSP must 
notify the department of the seller's failure to remit the retail 
sales and use taxes to the CSP within ten business days of the date on 
which those delinquent taxes should have been remitted to the depart
ment. Notice by the CSP under this subsection must be provided consis
tent with the notice provisions contained in the CSP contract.

(b) CSP liability relief. The department is responsible for main
taining the state's taxability matrix.

(i) A CSP is not liable for charging or collecting the incorrect 
amount of sales or use tax where that error results from reliance on 
incorrect data provided in the department's taxability matrix, or from 
tax rates, boundaries, and taxing jurisdiction assignments listed in 
Washington's rates and boundaries data bases.
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(ii) Beginning July 1, 2015, if the taxability matrix is amended, 
sellers and certified service providers are relieved from liability to 
the state and to local jurisdictions to the extent that the seller or 
certified service provider relied on the immediately preceding version 
of the state's taxability matrix. Relief under this subsection (4)(b) 
of this rule is available until the first day of the calendar month 
that is at least thirty days after the department submits notice of a 
change to the state's taxability matrix to the streamlined sales tax 
governing board.

 (iii) To obtain a copy of the taxability matrix, visit the SSUTA 
web site located at: ((http://www.streamlinedsalestax.org)) 
streamlinedsalestax.org. Additionally, CSPs will be held harmless and 
not liable for sales and use taxes, interest, and penalties on those 
taxes not collected due to reliance on Washington's certification of 
the CSP's CAS. Pursuant to RCW 82.58.080, sellers that contract with a 
CSP are not liable to Washington for sales or use tax due on transac
tions processed by the certified service provider unless the seller 
misrepresents the type of items it sells or commits fraud.

(c) Seller's contract with the CSP. A CSP must provide the de
partment with a copy of its agreement with contracting sellers if re
quested.

(d) Credits or refunds with respect to bad debt. A CSP may, on 
the behalf of a seller, claim credits or refunds for sales taxes paid 
on bad debts. Bad debts have the same meaning provided in 26 U.S.C. 
Section 166, as amended in 2003. Bad debts do not include expenses in
curred in collecting bad debts; repossessed property; and amounts due 
on property in the possession of the seller until the full purchase 
price has been paid. See ((section 103, SSB 5089)) RCW 82.08.037, 
82.12.037, and WAC 458-20-196 for more information regarding bad 
debts.

(e) Retention of personally identifiable consumer information. 
With limited exceptions, CSPs must perform their services without re
taining personally identifiable consumer information. A CSP may retain 
personally identifiable consumer information only as long as it is 
needed to ensure the validity of tax exemptions or to show the inten
ded use of the goods or services purchased. See ((section 601, SSB 
5089)) RCW 82.32.735 for more information regarding personally identi
fiable consumer information.

(f) Filing of tax returns and remittance of retail sales and use 
taxes. CSP will file retail sales and use excise tax returns using 
Washington's electronic filing system (E-file). CSPs will remit retail 
sales and use taxes due with respect to these returns using ACH Debit, 
ACH Credit, or the Fedwire Funds Transfer System.

AMENDATORY SECTION (Amending WSR 08-22-048, filed 10/31/08, effective 
12/1/08)

WAC 458-20-27701  Model 2 volunteer sellers—Compensation.  (1) 
Introduction. As a requirement of membership in the Streamlined Sales 
and Use Tax Agreement (SSUTA), Washington has agreed to provide com
pensation to model 2 volunteer sellers collecting and remitting retail 
sales and use taxes in Washington. For more information concerning the 
SSUTA, visit ((http://www.streamlinedsalestax.org)) 
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streamlinedsalestax.org. This ((section)) rule explains who qualifies 
as a model 2 volunteer seller and the compensation available to such 
sellers as authorized under RCW 82.32.715.

The web site referenced in this ((section)) rule is not main
tained by Washington or the department of revenue (department). This 
referenced web site may contain recommendations that require a change 
to Washington law before becoming effective in Washington. The web 
site is current as of the date of adoption of this ((section)) rule, 
but may change in future periods by action of the owner of the web 
site without notice.

(2) Model 2 volunteer sellers. This subsection discusses the 
qualifications for status as a model 2 seller and a model 2 volunteer 
seller. Only those model 2 sellers qualifying as model 2 volunteer 
sellers are eligible to receive compensation for remitting sales and 
use taxes to Washington under subsection (3) of this ((section)) rule. 
A taxpayer that qualifies as a model 2 volunteer seller under this 
subsection will be referred to as a "qualified seller."

(a) What is a model 2 seller? You will qualify as a model 2 sell
er if you meet all of the following conditions:

(i) You use a certified automated system to perform part of your 
sales and use tax functions. (See (f) of this subsection for a defini
tion of certified automated system); and

(ii) You retain the responsibility for remitting your sales and 
use taxes to Washington.

(b) What is a model 2 volunteer seller? If you are a model 2 
seller under (a) of this subsection, you will be a model 2 volunteer 
seller if you are registered through the SSUTA central registration 
system (CRS) as a model 2 seller and you meet the following additional 
conditions:

(i) You have represented that you do not have a legal requirement 
to register and do not in fact have a legal requirement to register in 
Washington at the time you register with the CRS, regardless of any 
previous registration you may have made in Washington; or

(ii) You register with Washington through the CRS after November 
12, 2002, and you meet all of the following requirements immediately 
before the date of your registration with Washington through the CRS 
(and you do not cease to meet these requirements thereafter pursuant 
to subsection (3)(d) of this ((section)) rule):

(A) You have no fixed place of business in Washington for more 
than thirty days;

(B) You have less than fifty thousand dollars of property in 
Washington;

(C) You have less than fifty thousand dollars of payroll in Wash
ington; and

(D) You have less than twenty-five percent of your total property 
or payroll in Washington.

If you have registered in Washington because you had a legal re
quirement to register resulting from an administrative, legislative, 
or judicial action before October 1, 2005, you cannot be a model 2 
volunteer seller under this subsection.

(c) If I am a qualified seller, do I still need to register with 
the department for Washington state tax purposes under RCW 
82.32.030(1)? Your status as a qualified seller does not impact your 
requirement to register with the department. If you meet the condi
tions for registration with the department under RCW 82.32.030, you 
must register with the department.
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(d) What is property for purposes of (b) of this subsection and 
how is it valued? Property refers to the "average value" of the real 
property and tangible personal property that you own and rent. You 
will value owned property at its original cost basis. Rented property 
will be valued at eight times the net annual rental rate of that prop
erty. The net annual rental rate is the annual rental rate paid by you 
less any annual rental rates you receive from subrentals.

You must determine the "average value" of this property by aver
aging the value of property at the beginning of the twelve-month peri
od immediately before the date you register with Washington with the 
value of property at the end of the twelve-month period immediately 
before you register with Washington.

(e) What is payroll for purposes of (b) of this subsection? Pay
roll is the total amount paid by you for compensation during the 
twelve-month period immediately ((proceeding)) preceding the date you 
register with Washington. Compensation means wages, salaries, commis
sions, and any other form of payment to employees or similar persons 
that meet the definition of gross income under section 61 of the In
ternal Revenue Code in effect on the effective date of this ((sec
tion)) rule.

Compensation is deemed to be payroll in Washington if:
(i) The employee's service is performed entirely within Washing

ton;
(ii) The employee's service is performed both within and outside 

Washington, and the performance of services outside Washington is 
merely incidental to the services performed within Washington;

(iii) The employee performs some services within Washington, and 
the base of operations or the place from which the services are direc
ted or controlled is within Washington; or

(iv) The employee performs some services within Washington, and 
the base of operations or place from which the services are directed 
or controlled is not within any state (where some part of the services 
are performed), but the employee's residence is within Washington.

(f) What is a certified automated system for purposes of this 
((section)) rule? A certified automated system is software certified 
by Washington under the SSUTA: To calculate the sales and use tax im
posed by each taxing jurisdiction on a transaction; to determine the 
amount of tax to remit; and to maintain a record of the transaction.

(3) Qualified seller compensation. This subsection explains com
pensation available to qualified sellers.

(a) What type of compensation is available to qualified sellers? 
If you are a qualified seller, you are eligible to receive monetary 
allowances from Washington under this subsection and this is in addi
tion to any existing discount afforded by each member state. ((For)) 
You may view a list of SSUTA member and associate member states ((vis
it http://www.streamlinedsalestax.org)) at streamlinedsalestax.org. 
You obtain these monetary allowances from Washington by retaining a 
portion of the Washington state retail sales and use taxes you collect 
and report to Washington. You are not entitled to monetary allowances 
unless you are a qualified seller and have filed and paid a timely re
turn.

(b) How long are qualified sellers permitted to receive monetary 
allowances? If you install a certified automated system on or after 
July 1, 2007, you are eligible to receive monetary allowances under 
this subsection for a period up to twenty-four months from the date 
that you install your certified automated system.
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(c) How do qualified sellers calculate their monetary allowances? 
You will calculate your monetary allowance under the following formu
la:

(Applicable rate) multiplied by (Washington 
retail sales and use taxes you collect and 
report).

The applicable rate for this formula is one and one-half percent. 
Your total monetary allowance for the first twelve months of the twen
ty-four month period described in (b) of this subsection cannot exceed 
ten thousand dollars. Your total monetary allowance for the second 
twelve months of the twenty-four month period described in (b) of this 
subsection cannot exceed ten thousand dollars. For purposes of deter
mining when each ten thousand dollar limit is reached, affiliated 
qualified sellers must be treated as a single qualified seller if they 
would qualify as "related persons" under sections 267(b) or 707(b) of 
the Internal Revenue Code in effect on the effective date of this 
((section)) rule.

You may not retain monetary allowances under this subsection 
based on any sales taxes determined or calculated without the use of a 
certified automated system. Moreover, you may not retain monetary al
lowances under this subsection based on any sales taxes determined or 
calculated with a certified automated system that you have failed to 
update or modify in accordance with your agreement with your certified 
automated system provider. It is your duty to make sure all updates 
and modifications to your certified automated system are properly im
plemented.

(d) Can a qualified seller continue to receive monetary allowan
ces if it ceases to be a qualified seller? No. If you cease to be a 
qualified seller, you are not entitled to monetary allowances. If you 
cease to be a qualified seller during any part of a calendar month, 
you will not be entitled to monetary allowances for that entire month. 
You will cease to be a qualified seller if you conduct activities in 
Washington that would require you to register in Washington and as a 
result of these activities fail to meet one or more of the require
ments of subsection (2)(b)(ii)(A) through (D) of this ((section)) 
rule. The meanings given to property and payroll in subsection (2)(d) 
and (e) of this ((section)) rule apply for purposes of this subsection 
(3)(d). However, you must determine the "average value" of property 
and the amount of payroll under this subsection (3)(d) as follows:

(i) You must determine the "average value" of property by averag
ing the values at the beginning and end of your last fiscal year that 
terminates at least thirty days before the date the determination is 
made.

(ii) You must determine payroll, by calculating the total amount 
of compensation paid to employees during your last fiscal year that 
terminates at least thirty days before the date the determination is 
made.

(e) Are monetary allowances funded from both Washington state and 
local retail sales and use taxes? No, monetary allowances will only be 
funded from the Washington state portion of the retail sales and use 
taxes that you collect and must remit.

(4) Do qualified sellers have any liability protections when op
erating in Washington? You are not liable for charging or collecting 
the incorrect amount of sales or use tax when that error results from 
reliance on incorrect data provided in the ((department's)) state's 
taxability matrix.
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(a) Beginning July 1, 2015, if the taxability matrix is amended, 
sellers and certified service providers are relieved from liability to 
the state and to local jurisdictions to the extent that the seller or 
certified service provider relied on the immediately preceding version 
of the state's taxability matrix. Relief under this subsection (4)(a) 
of this rule is available until the first day of the calendar month 
that is at least thirty days after the department submits notice of a 
change to the state's taxability matrix to the streamlined sales tax 
governing board. To obtain a copy of the taxability matrix, visit the 
SSUTA web site located at: ((http://www.streamlinedsalestax.org)) 
streamlinedsalestax.org.

(b) Additionally, you will be held harmless and not liable for 
sales and use taxes, including interest and penalties on those taxes, 
not collected due to reliance on Washington's certification of the 
certified automated system you use. However, you will not be held 
harmless for the incorrect classification of an item or transaction 
into a product based exemption certified by the department unless that 
item or transaction is listed within a product definition approved by 
the SSUTA's governing board or the department. See also RCW 82.32.745.

(5) Filing returns and remitting taxes. Qualified sellers must 
electronically file retail sales and use excise tax returns and must 
remit retail sales and use taxes due with respect to these returns us
ing ACH Debit, ACH Credit, or the Fed Wire Funds Transfer System.
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