CODE REVISER USE ONLY

OFFICE OF THE CODE REVISER
EXPEDITED RULE MAKING ICE OF THE CODE REVI
FILED

CR-105 (June 2024) DATE: December 02,2025

(Implements RCW 34.05.353) WSR 25-24-099

Agency: Department of Revenue

Title of rule and other identifying information: (describe subject) WAC 458-20-238- Sales of watercraft to nonresidents—
Use of watercraft in Washington by nonresidents.

Purpose of the proposal and its anticipated effects, including any changes in existing rules: The Department of
Revenue intends to amend WAC 458-20-238 to incorporate changes resulting from Engrossed Substitute Senate Bill 5281
(2025). ESSB 5281 modified the costs of permits for nonresident vessels and added a new fee for vessels between 201- 300
feet in length. The fee and associated vessel length are included in the department’s vessel brokers and dealers guide.

Reasons supporting proposal: The proposed amendments are necessary to incorporate changes resulting from 2025
legislation, ESSB 5281.

Statutory authority for adoption: RCW 82.32.865; RCW 82.32.300; RCW 82.01.060

Statute being implemented: RCW 88.02.620; RCW 88.02.640

Is rule necessary because of a:
Federal Law? O
Federal Court Decision? O Yes No
State Court Decision? O

If yes, CITATION:

Name of proponent: (person or organization) Department of Revenue Private
Public

O
O
Governmental

Name of agency personnel responsible for:

Name Office Location Phone
Drafting: Sarah Mutnick 6400 Linderson Way SW, Tumwater WA 360-705-6642
Implementation:  Jeannette Gute 6400 Linderson Way SW, Tumwater, WA 360-534-1599
Enforcement: Jeannette Gute 6400 Linderson Way SW, Tumwater, WA 360-534-1599

Agency comments or recommendations, if any, as to statutory language, implementation, enforcement, and fiscal
matters: None
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Expedited Adoption - Which of the following criteria was used by the agency to file this notice:
[ Relates only to internal governmental operations that are not subject to violation by a person;

Adopts or incorporates by reference without material change federal statutes or regulations, Washington state statutes,
rules of other Washington state agencies, shoreline master programs other than those programs governing shorelines of
statewide significance, or, as referenced by Washington state law, national consensus codes that generally establish industry
standards, if the material adopted or incorporated regulates the same subject matter and conduct as the adopting or
incorporating rule;

LI Corrects typographical errors, make address or name changes, or clarify language of a rule without changing its effect;

] Content is explicitly and specifically dictated by statute;

] Have been the subject of negotiated rule making, pilot rule making, or some other process that involved substantial
participation by interested parties before the development of the proposed rule; or
LI Is being amended after a review under RCW 34.05.328.

Expedited Repeal - Which of the following criteria was used by the agency to file notice:

[] The statute on which the rule is based has been repealed and has not been replaced by another statute providing
statutory authority for the rule;

[] The statute on which the rule is based has been declared unconstitutional by a court with jurisdiction, there is a final
judgment, and no statute has been enacted to replace the unconstitutional statute;

I The rule is no longer necessary because of changed circumstances; or

1 Other rules of the agency or of another agency govern the same activity as the rule, making the rule redundant.

Explanation of the reason the agency believes the expedited rule-making process is appropriate pursuant to RCW
34.05.353(4): The expedited rule-making process is applicable to this rule update because the Department is incorporating
changes resulting from 2025 legislation.

NOTICE

THIS RULE IS BEING PROPOSED UNDER AN EXPEDITED RULE-MAKING PROCESS THAT WILL ELIMINATE THE
NEED FOR THE AGENCY TO HOLD PUBLIC HEARINGS, PREPARE A SMALL BUSINESS ECONOMIC IMPACT
STATEMENT, OR PROVIDE RESPONSES TO THE CRITERIA FOR A SIGNIFICANT LEGISLATIVE RULE. IF YOU
OBJECT TO THIS USE OF THE EXPEDITED RULE-MAKING PROCESS, YOU MUST EXPRESS YOUR OBJECTIONS IN
WRITING AND THEY MUST BE SENT TO

Name: Sarah Mutnick

Agency: Department of Revenue

Address: PO Box 47467. Olympia, WA 98504-7467

Phone: 360-705-6642

Fax: 360-534-1606

Email: SarahM@dor.wa.gov

Other:
BEGINNING (date/time) 12/2/25/5:00 pm AND RECEIVED BY (date/time) 2/2/2026/11:59 pm
Date: 12/02/2025 Signature:

Name: Perry Stern

Title: Rules Coordinator
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This rule draft is being proposed under an expedited rule-making process that does not require the agency to hold public hearings.
Under no circumstances is this proposed rule to be used as a basis for determining tax liability or eligibility for a tax deduction, exemption, or credit.

AMENDATORY SECTION (Amending WSR 22-04-022, filed 1/24/22, effective
2/24/22)

WAC 458-20-238 Sales of watercraft to nonresidents—Use of wa-
tercraft in Washington by nonresidents. (1) Introduction. This rule
explains:

* Nonresident temporary use of watercraft in Washington waters
for sales and use tax purposes;

* Purchasegand delivery of vessels in Washington by nonresidents,
and the applig on or exemption of retail sales and use taxes;
use permit, authorized by RCW 82.08.700 and
82.12.700, car in Washington waters by nonresident individu-

vessel permit, authorized by RCW 88.02.620, for
indivd ending their stay an additional 60 days on Wash-

vessel permit, authorized Dby RCW
88.02.6 Z . f allows for an additional 60 days on

pair affidavit required when vessels
epair. RCW 88.02.570.

in this rule identify a number of
These examples should be used only
i ts of other situations must be deter-
the facts and

are in Washington
(a)

as a general guide. The t
mined after a review of a
(b) Other rules that

(1) WAC 458-20-1306 essing for hire, fabricat-

ing;

(ii) WAC 458-20-178 e use of tangible personal
property;

(iii) WAC 458-20-193 Interstate 1 le personal prop-
erty;

(iv) WAC 458-20-19301 Multiple
(v) WAC 458-20-145 ( (Teeat
sales for business and occupation ta etail sales

o
O CL

(vi) WAC 458-20-211 Leases or ren
erty, bailments.

(2) Business and occupation (B&0O) tax. Retailing B&O due
on all sales of watercraft to consumers if delivery is ma
state of Washington, even though the sale may qualify f
from retail sales tax. If the seller also manufactur
Washington, the seller must report under both the facturing and
wholesaling or retailing classifications of the B ax, and claim a
multiple activities tax credit (MATC). For additional information on
manufacturing and the MATC, manufacturers should refer to WAC
458-20-136 and 458-20-19301.

(3) Retail sales tax. The retail sales tax generally applies to
the sale of watercraft to consumers when delivery is made within the
state of Washington. Under certain conditions, however, retail sales
tax exemptions are available for sales of watercraft to nonresidents
of Washington, even when delivery is made within Washington.

(a) Exemptions for sales of watercraft, to nonresidents, requir-
ing United States Coast Guard documentation and certain sales of ves-
sels to residents of foreign countries. RCW 82.08.0266 provides an ex-

exemption
e vessel in
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This rule draft is being proposed under an expedited rule-making process that does not require the agency to hold public hearings.
Under no circumstances is this proposed rule to be used as a basis for determining tax liability or eligibility for a tax deduction, exemption, or credit.

emption from retail sales tax for sales of watercraft to residents of
states other than Washington for use outside this state, even when de-
livery 1is made within Washington. The exemption provided by RCW
82.08.0266 is limited to sales of watercraft requiring United States
Coast Guard registration or registration by the state of principal use
according to the Federal Boating Act of 1958.

RCW 82.08.02665 provides a retail sales tax exemption for sales
of vessels to residents of foreign countries for use outside this
state, even when delivery is made in Washington. This exemption is not
limited to the pes of watercraft qualifying for the exemption provi-
ded by RCW 3,.0266. The term "vessel," for the purposes of RCW
82.08.02665 every watercraft used or capable of being used as a
means of ion on the water, other than a seaplane.

i quirements. The following requirements must be
met to > laim for exemption under RCW 82.08.0266 and

st not be used within this state for more

resident > oreign country; and
b f the sale, must retain as a part of
its records a comp i certificate to document the exempt

nature of the sa
partment's "Buye
er certificate with subst
exemption provided by RCH
must be completed in its
certificate is available
website at dor.wa.gov.
The seller should

t may be satisfied by using the de-
ax Exemption Certificate," or anoth-
the information as it relates to the
82.08.02665. The certificate
ined by the seller. A blank

of revenue's (department)

emption certificate if the
i e completlon of the

(ii) Component parts and repainr i rovided by RCW
82.08.0266 and 82.08.02665 apply on
purposes of these exemptions, the tegm i s component
parts which are installed in or on the i livery to
and acceptance by the buyer, but only
seller of the watercraft. "Component part" means tangible
property which is attached to and used as an lntegral part op-
eration of the watercraft, even if the item is not requ i-

cally for the operation of the watercraft. Component i de,
but are not necessarily limited to, motors, navigati equipment,
radios, depthfinders, and winches, whether they ar rmanently at-
tached to the watercraft or held by brackets which permanently at-
tached. If held by brackets, the brackets must be permanently attached
to the watercraft in a definite and secure manner.

These exemptions do not extend to the sale of boat trailers, re-
pailr parts, or repair labor. These exemptions also do not extend to a
separate seller of unattached component parts, even though these parts
may be manufactured specifically for the watercraft and/or permanently
installed in or on the watercraft prior to the watercraft being deliv-
ered to and accepted by the buyer.

(b) A one year '"use permit" for vessels 30 feet or longer. RCW
82.08.700 and 82.12.700 provide the retail sales and use tax exemp-
tions for sales of vessels 30 feet or longer to individuals who are
nonresidents of Washington.
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This rule draft is being proposed under an expedited rule-making process that does not require the agency to hold public hearings.
Under no circumstances is this proposed rule to be used as a basis for determining tax liability or eligibility for a tax deduction, exemption, or credit.

(i) Exemption requirements. The following requirements must be
met for an individual to claim these exemptions:

(A) The individual must provide valid proof of nonresidency at
the time of purchase;

(B) The vessel purchased must measure at least 30 feet in length;
and

(C) The individual must obtain a valid use permit from the vessel
dealer authorized to sell use permits.

(ii) Valid proof of nonresidency. An individual may prove nonres-
idency with ideatification that:

(A) Incl a photograph of the individual;

(B) Is by the Jjurisdiction in which the individual claims
residency;

udes tt individual's residential address; and

issued yr the purpose of establishing an individual's
reside i ' ' tion outside Washington state.

' ion includes a valid out-of-state driver's

i permit 1is not renewable. It costs $500
for vesse f 800 for vessels greater than 50 feet
in length. ' n affidavit from the buyer declaring
that the purchased > ' > used 1in a manner consistent with
this exemption. e ] i also includes an adhesive sticker
(sticker) that i on the purchased vessel and is wvalid
for 12 consecutive montk the date of purchase. The sticker
serves as proof of a wvali mit. Vessel dealers are not
obligated to issue use ividual. Buyers must elect
this exemption irrevocab t additional exemptions un-
der RCW 82.08.0266 and e same period. Individuals
must wait 24 months from )f a use permit before claim-
ing the use tax exemption fo to RCW 82.12.0251.

(iv) What are the obligations ? A vessel dealer
electing to issue a use permit under

(A) Examine and determine, in ' the individual
has valid proof of nonresidency.

(B) Use the department's appre i . ermits are
available on the department's website

(C) Retain copies of issued use p
statutory period. For information about the statutory period
taining records, please refer to WAC 458-20-254.

(D) Provide copies of issued use permits to the de
quarterly basis. Copies of issued permits must be sen : yer
Account Administration Division, Department of Rey
47476, Olympia, Washington 98504-7476.

(E) Collect, remit, and report use permit £
use permit fees on their excise tax returns and r
with RCW 82.32.045.

(F) Electronically file all returns, as described in RCW
82.32.080, with the department. Nonelectronically filed returns are
not deemed filed unless approved by the department for good cause
shown.

(v) Liability for retail sales tax.

(A) A nonresident individual may purchase a vessel in Washington
without paying retail sales tax and remain in the state for 12 consec-
utive months, from the date of issuance, by obtaining a use permit un-
der RCW 82.08.700 from the vessel dealer. If the nonresident individu-
al uses that vessel in Washington after the use permit expires, the

Dealers report
it in accordance
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This rule draft is being proposed under an expedited rule-making process that does not require the agency to hold public hearings.
Under no circumstances is this proposed rule to be used as a basis for determining tax liability or eligibility for a tax deduction, exemption, or credit.

individual will be liable for retail sales tax on the original selling
price of that vessel (along with interest from the date of purchase at
the rate provided in RCW 82.32.050).

(B) Vessel dealers are personally liable for retail sales tax if
the dealer either does not collect retail sales tax when making sales
to individuals without wvalid identification establishing nonresidency,
or fails to maintain records of sales as provided under (b) (iv) of
this subsection.

(4) Deferred retail sales or use tax. If Washington retail sales
tax has not beegn paid, persons using watercraft on Washington waters
are required 4 cport and remit to the department sales tax (commonly
referred to erred retaill sales tax) or use tax, unless the use
is specifi pt by law. A credit against Washington's use tax
is allowg sales or use tax previously paid by the user or
dJonor with respect to the property to any other
States, any political subdivision thereof, the
. any foreign country or political subdivision
thereo i the property in Washington. For addition-
al info t f to WAC 458-20-178.
hin Washington for more than 45 days.
Tax is due O esident of watercraft purchased from
a Washington selleg i within this state for more than 45
days 1if retail sz as not paid by the user. Tax is due
notwithstanding : lified for a retail sales tax exemp-
tion at the time of purch:

(b) Temporary use. U
for temporary use or enj
by nonresidents while terg

(1) For watercraft
tions, limited 1liability
will be presumed that use
12-month period is more than tempora
as otherwise provided in this rule.
length, but no more than ((268))
(e) of this subsection.

(1i) Nonresident individuals
or foreign countries) may temporarily
for 60 days before they are required
permit, from the department of licensing, to continue their or en-
joyment without incurring liability for the use tax. RCW
Such use may not exceed a total of six months in any 12—
Eligibility for this six-month exemption period is con
following requirements:

(A) The watercraft must be issued a valid nu
law or by an approved authority of the state or ty of principal
operation, be documented under the laws of a foreigm country, or have
a valid United States customs service cruising license issued under 19
C.F.R. Sec. 4.94. Failure to meet the applicable documentation and
identification requirements will result in a loss of the exemption.

(B) The watercraft must be used in Washington only for the fol-
lowing purposes:

(I) Personal use;

(IT) Chartering a vessel with a captain or crew, as long as indi-
vidual charters are for at least three or more consecutive days in du-
ration, excluding the transit time described in (b) (ii) (B) (III) of
this subsection; or

pply, for the first 60 days,
t brought into this state
is state.

ent entities (i.e., corpora-
sts, partnerships, etc.), it
ing 60 days in any
ax 1s due, except
east 30 feet in
see subsection

her states
his state

under federal
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This rule draft is being proposed under an expedited rule-making process that does not require the agency to hold public hearings.
Under no circumstances is this proposed rule to be used as a basis for determining tax liability or eligibility for a tax deduction, exemption, or credit.

(ITI) Necessary transit to or from the start or end point of a
charter described in (b) (ii) (B) (II) of this subsection.

(c) Repair, alteration, or reconstruction of watercraft in Wash-
ington. Watercraft owned by nonresidents and in this state exclusively
for repair, alteration, or reconstruction are exempt from the use tax
if removed from this state within 60 days. RCW 88.02.570 and
82.12.0251. If repair, alteration, or reconstruction cannot be comple-
ted within this period, the exemption may be extended by filing with
the department's compliance division an affidavit as required by RCW
88.02.570 verifyging the vessel is located on the waters of this state
exclusively C ' alteration, reconstruction, or testing. This
document, ti Nonresident Vessel Repair Affidavit," 1is effective
for 60 da ional extensions of the exemption period are nee-
ded vits must be sent to the department prior to the
re to file this affidavit can result in requir-
registered in Washington and subject to the use

" for nonresident individuals - Use tax

exemptic or longer. RCW 82.12.700 provides an ex-

emption rchase of vessels 30 feet or longer
used in Wa individuals. This exemption is
available to nonre§id ' ivi in any of the three following

ed from a vessel dealer and a use
ith subsection (3) (b) of this rule;

situations: The
permit is obtai
the vessel is purchased i
dealer and within 14 day, nonresident individual ob-
' ' he vessel is acquired out-
idual, within 14 days of
bringing the vessel 1nto use permit as provided un-
der this subsection. Any desa 1at 1ssues permits under sub-
section (3) (b) of this rule
tion.

(i) What are the obligations o Vessel dealers
e described in
ot issue use
idual has al-

subsection (3) (b) (iv) of this rule
permits under this subsection where
ready obtained a use permit under subs

(ii) Valid proof of nonresidenc ' i i ls must
meet the same identification requirements described i ection
(3) (b) (i1) of this rule.

(iii) Use permits. The use permit is not renewable a 00
for vessels 30 to 50 feet and $800 for vessels greater in
length. This use permit must be displayed on the ves and is wvalid
for 12 consecutive months from the date of issuance. resident indi-

viduals must obtain a use permit from a vessel dea however, vessel
dealers are not obligated to issue these use permit Nonresident in-
dividuals must elect this exemption irrevocably and may not elect ex-
emption under RCW 82.08.0266 and 82.08.02665 for the same period. The
nonresident individual must wait 24 consecutive months from the expi-
ration of a use permit before claiming exemption for a vessel under
RCW 82.12.0251.

(iv) Liability for use tax.

(A) If a nonresident individual's wvessel is in Washington after
their use permit expires, that individual is liable for use tax under
RCW 82.12.020. Liability for use tax will be based on the value of the
vessel at the time it was either purchased or first brought into Wash-
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This rule draft is being proposed under an expedited rule-making process that does not require the agency to hold public hearings.
Under no circumstances is this proposed rule to be used as a basis for determining tax liability or eligibility for a tax deduction, exemption, or credit.

ington. Interest will accrue from the date of purchase or first use in
Washington at a rate set by RCW 82.32.050.

(B) Vessel dealers are personally liable for use tax where a
dealer either issues a use permit to a nonresident individual who does
not hold valid proof of nonresidency, or fails to maintain records for
each use permit issued showing the type of identification accepted,
the identification numbers, and expiration date.

(e) Permits for nonresident entity owned vessels 30 feet -
((200)) 300 feet. A nonresident entity wvessel owner that is not a nat-
ural person, orga nonresident vessel owner who is a natural person who
intends to c¢ the vessel with a captain or crew as described in
(b) (ii) (B) ( his subsection, may qualify to receive a nonresi-
dent vessg from the department of licensing under RCW
88.02.620

(]

applies only to vessels at least 30 feet in
((269)) 300 feet in length.

t be filed, prior to the 61lst day of use
in th 5 ' nresident vessel permit. Application must
be made ment for written approval in accordance

on resident may own the vessel or be
ity. For the purpose of this subsec-
tion, "principal'l person that owns, directly or indi-
rectly, includi ed ownership structure, more than a
one percent interest in t esident person applying for a nonresi-
dent vessel permit.

(iv) The "Nonresider
found on the department’':

(5) Examples. In 4
due from the seller for
charges for repair parts and .

(a) Example 1. Mr. Kelley, a
cabin cruiser that is registered in
his enjoyment. On the 60th day of h
day nonresident vessel permit fg
88.02.620 from the department of 1lic
in Washington waters, he applies for
scribed period. In the middle of his
Kelley departs and returns the cabin cruiser to its home por
fornia. The stay would not subject Mr. Kelley to use ta same
would be true if Mr. Kelley were a resident of Vancouver i o-
lumbia, with a cabin cruiser registered in Canada, as 1 e-
ly obtains and displays the permit required by RC .02. and
88.02.620 to allow his temporary use of the cabin c r in Washing-
ton.

proval Application" can be
.gov.

ples, retailing B&O tax is
stercraft and parts, and all

ornia, pilots his
Puget Sound for
obtains a 60-
under RCW
d his stay

(b) Example 2. Company A sells a yacht to John Doe, an Oregon
resident, who takes delivery in Washington. The vyacht is required to
be registered by the state of Oregon. The vessel is removed from Wash-
ington waters within 45 days of delivery. Company A examines a driv-
er's license confirming John Doe is an Oregon resident, and records
this information in the sales file. Company A does not complete and
retain the required exemption certificate.

The sale of the yacht is subject to the retail sales tax. The ex-
clusive authority for granting a retail sales tax exemption for this
sale is provided by RCW 82.08.0266. Completion of an exemption certif-
icate is a statutorily imposed condition for obtaining this exemption.
Company A has not satisfied the conditions and requirements necessary
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This rule draft is being proposed under an expedited rule-making process that does not require the agency to hold public hearings.
Under no circumstances is this proposed rule to be used as a basis for determining tax liability or eligibility for a tax deduction, exemption, or credit.

to grant an exemption under this statute. The exemption provisions un-
der RCW 82.08.0273 for sales to nonresidents of states having less
than three percent retail sales tax may not be used for purchases of
vessels which require United States Coast Guard documentation, or reg-
istration in the state of principal use. If the exemption certificate
had been properly completed at the time of sale, this sale would have
qualified for the retail sales tax exemption.

(c) Example 3. Mr. Jones, a California resident, contracts Compa-
ny B to manufacture a pleasure yacht. Mr. Jones purchases a boat motor
from Company Ygewith instructions that delivery be made to Company B
i on the yacht. The yacht is required to be registered
alifornia, which has assumed the registration and
der the Federal Boating Act of 1958. Company B
iver's license to verify Mr. Jones is a nonresi-
d retains the proper exemption certificate at
ivery is made in Washington, and Mr. Jones re-
ington waters within 45 days of delivery.
Company B to Mr. Jones is not subject to
equirements and conditions for exemption

numbering
examines

The exemption provided by RCW
cparate seller of unattached compo-
nent parts, even are installed in the yacht prior to
delivery.

(d) Example 4. Mr.
brings his yacht into Wa
ing the yacht for perso
60-day nonresident vesse
ing. After four months o
cal difficulty. The yacht
extensive nature of the damage the
ty for six months being repaired. A
this rule, Mr. Smith timely files resident Vessel
Repair Affidavit." An employee of t is on board the
yacht during all testing, and therg by Mr. Smith

resident of British Columbia, Canada,
gton with thegintention of temporarily us-
enjoymen Smith obtains the required
permit 4 the department of licens-
PET SE

the repair facili-
section (4) (c¢) of

during this period. Upon completio Mr.
Smith takes delivery at the repair faci

Mr. Smith obtains a second 60-day it so he
may personally use the yacht in Washington waters for up to onths
after taking delivery of the repaired yacht. He will not 1 bil-
ity for use tax because the instate use of the vyacht for n-

joyment will not exceed six months in a 12-month perio
yvacht is at the repair facility exclusively for repai
against the period of time Mr. Smith is considered t
using the yacht in Washington for personal enjoyme ecause he prop-
erly filed the repair affidavit with the department? Retail sales tax
is due, and must be paid, on all charges for repair parts and labor.
The exemption from sales tax for purchases of vessels does not extend
to repairs.

es not count
"temporarily"
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