STATE OF WASHINGTON

DEPARTMENT OF REVENUE
OFFICE OF THE DIRECTOR

P.O. Box 47454 ¢ Olympia, Washington 98504-7454 e (360) 534-1600 ¢ FAX (360) 534-1606

December 1, 2025

TO: The Honorable June Robinson, Chair, Senate Ways & Means Committee
The Honorable Chris Gildon, Ranking Member, Senate Ways & Means
Committee

The Honorable Marko Liias, Chair, Senate Transportation Committee
The Honorable Curtis King, Ranking Member, Senate Transportation Committee

The Honorable April Berg, Chair, House Finance Committee
The Honorable Ed Orcutt, Ranking Member, House Finance Committee

The Honorable Jake Fey, Chair, House Transportation Committee
The Honorable Andrew Barkis, Ranking Member, House Transportation
Committee
Sahar Fathi, Policy Director, Office of the Governor
FROM: John Ryser, Acting Direc@r’% %/
Department of Revenue

SUBJECT:  Nonresident Vessel Permit Report

The Department of Revenue (department) is submitting this report to the Legislature and the
Governor as required by RCW 82.32.865.

If you have any questions or need the report in an alternate format, please contact Steve Ewing,
Legislative and External Affairs Liaison, Executive Division, at SteveE2@dor.wa.gov or (360)
534-1545.

Attachment

cc: Sarah Bannister, Secretary, Washington State Senate
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Bernard Dean, Chief Clerk, Washington State House of Representatives
Members, Senate Ways & Means Committee

Members, Senate Transportation Committee

Members, House Finance Committee

Members, House Transportation Committee

K.D. Chapman-See, Director, Office of Financial Management

Debbie Driver, Legislative Director, Office of the Governor

Rachel Knutson, Senior Budget Adviser, Office of Financial Management
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Overview

In 2021, the Legislature adopted Substitute House Bill (SHB) 1107 (Chapter 150, Laws of
2021) which amended RCW 82.32.865 to require the Department of Revenue (Department)
to submit a report to the Governor and the Transportation and Fiscal Committees of the

Legislature, regarding information on nonresident vessel permits. This report summarizes
the background on nonresident vessel permits, SHB 1107, and nonresident vessel permit
information outlined in RCW 82.32.865.

Nonresident Vessel Permits — Background

Washington law provides that a properly registered nonresident vessel is not subject to
Washington registration requirements or use tax if the vessel is used in Washington for no
more than 60 calendar days during any continuous 12-month period. RCW 88.02.570(12).

Generally, nonresident vessel permits may be purchased to extend the time of use in this
state without incurring a Washington registration obligation, and in some cases without a
use tax obligation.

Prior to 2015, the nonresident vessel permit was only available to nonresidents who were
“natural persons,” i.e. not corporate entities. During the 2015 legislative session, the
Legislature adopted Engrossed Substitute Senate Bill (ESSB) 6057 (Chapter 6, Laws of 2015
3" sp.s.) which did the following, effective September 1, 2015:

e Allows avessel owner who is a nonresident entity (rather than a nonresident
“natural person”) to obtain a nonresident vessel permit for a vessel between 30 feet
to 164 feet in length provided the principal(s) or owner(s) of the nonresident entity is
not a Washington resident. RCW 88.02.620.

e Requires nonresident entity vessel owners to first apply to the Department in order

to confirm eligibility and get written approval, before applying to the Department of
Licensing for the actual nonresident vessel permit. RCW 82.32.865.
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e Created a graduated nonresident vessel permit fee structure for nonresident
entities. Instead of a flat $25 fee (which remained the fee for natural persons), the
amount of the fee for an entity was defined as $25, $30, or $37.50 per foot, varying
depending on the vessel's length. RCW 88.02.640.

As aresult of ESSB 6057, a vessel owned by a nonresident who is not a natural person
could now use their vessel in Washington waters more than 60 days in a continuous 12-
month period by obtaining a nonresident vessel permit from the Department of Licensing
before the 61 day of use. The application must first be submitted to the Department,
which will confirm eligibility requirements and issue a written approval. Then, the
nonresident entity vessel owner can submit a nonresident vessel permit application to the
Department of Licensing, along with a copy of the Department’s written approval, and pay
the applicable fees.

SHB 1107 (Chapter 150, Laws of 2021) — Changes to the nonresident
vessel permit and creation of the report requirement

SHB 1107 was effective on July 25, 2021. It amended the nonresident vessel permits
eligibility for nonresidents (both entities and natural persons) who charter their vessel with
a captain or crew and created a report requirement for the Department to report certain
nonresident vessel permitinformation to the Legislature.

Changes to the nonresident vessel permit
SHB 1107 amended nonresident vessel permits by:

e Extending the qualifying vessel length maximum from 164 feet to 200 feet. RCW
88.02.620(2)(a).

e Allowing nonresidents to obtain a nonresident vessel permit for the purposes of
chartering their vessel with a captain or crew, provided the charter is at least three
consecutive days in duration. RCW 88.02.620(1)(b)(ii).

o The use of the vessel for this purpose would be subject to use tax based on
the reasonable bare rental value. RCW 82.12.799(2).

o The nonresident vessel owner would need to first apply to the Department of
Revenue for eligibility confirmation and written approval before applying with
the Department of Licensing. RCW 82.32.865(1).


https://app.leg.wa.gov/RCW/default.aspx?cite=88.02.640
https://app.leg.wa.gov/RCW/default.aspx?cite=82.12.799

Report requirements
SHB 1107 requires the Department to create a report regarding nonresident vessel permit

information and submit that report by January 1, 2026, to the Governor and the
Transportation and Fiscal Committees of the Legislature. RCW 82.32.865(6). The report
must include:

(a) The number of nonresident vessel permits the department authorized for approval in
each calendar year since September 1, 2015, and the length of such vessels;

(b) The number of nonresident vessel permits the department authorized for approval in
each calendar year since the effective date of this section for vessels chartered with
a captain or crew;

(c) Information about the state or country where the vessels described in (a) and (b) of
this subsection are primarily operated;

(d) The amount of use tax collected on vessels described in (b) of this subsection;

(e) Adiscussion of any evidence of fraud or attempted fraud related to nonresident
vessel permits or permit applications; and

(f) Any other information the department determines may be relevant

Nonresident Vessel Permit Data (SHB 1107 Report)

NOTE: While both the Department of Revenue and the Department of Licensing collected
data prior to the creation of the reporting requirement in 2021, we did not collect data in
the specific format required by this report until the conclusion of our computer system
overhaulin 2019, so data prior to 2020 may be incomplete.

Report requirements (a) and (c): number of permits authorized, and state or

country of primary operation
Table 1: Total number of nonresident vessel permits the Department authorized for

approval for calendar years 2015 - 2025 (through September 30, 2025):

Calendar Year | Total Nonresident Vessel Permits Approved
2015 0
2016
2017
2018
2019
2020
2021
2022
2023
2024
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2025 5
Grand Total 40

Table 2: Nonresident vessel permits the Department authorized for approval for calendar
years 2015 - 2025 (through September 30, 2025) with vessel length and State/Country:

Calendar Year | Length State/Country
2016 74 Denver, CO
2016 76 Henderson, NV
2017 43 Denver, CO
2018 45 Denver, CO
2018 43 Denver, CO
2018 70 La Jolla, CA
2018 53 Denver, CO
2020 38 Aurora, OR
2020 51 Mill Valley, CA
2020 58 San Marino, CA
2020 45 Denver, CO
2020 50 Houston, TX
2021 40 Juneau, AK
2021 45 Denver, CO
2021 42 Denver, CO
2021 58 Fresno, CA
2021 58 San Marino, CA
2021 34 Lewes, DE
2022 62 Denver, CO
2022 116 Vancouver, BC Canada
2022 42 Denver, CO
2022 41 Houston, TX
2022 62 Denver, CO
2022 38 San Diego, CA
2022 46 Denver, CO
2023 33 Fairbanks, AK
2023 44 Walnut Creek, CA
2023 80 Denver, CO
2023 59 Camden, DE
2023 55 Lake Oswego, OR
2024 47 Castle Rock, CO
2024 55 Lake Oswego, OR
2024 59 Camden, DE
2024 44 Lake Oswego, OR




2024 45 Cheyenne, WY
2025 47 Portland, OR
2025 53 Santa Clara, CA
2025 48 Denver, CO
2025 164 Cayman Islands
2025 62 Dover, DE

Report requirements (b) and (d): number of approved permits and amount of

use tax collected for vessels chartered with a captain or crew

The Department received no nonresident vessel permits for vessels chartered with a

captain or crew. Therefore, no use tax was collected.

Report requirement (e): evidence of fraud or attempted fraud

The Department discovered no evidence of fraud or attempted fraud related to nonresident
vessel permits and/or applications.

Report requirement (f): other relevant information

¢ Nonresident vessel permit data was obtained from the Department of Licensing to
show the amount of nonresident vessel permit fees paid by nonresident entity

vessel owners between 2015 - 2025.

Table 3: Nonresident entity vessel permit data from 2015 - 2025

Calendar Total Number of Total Fees
Year Transactions Collected
2015 0 $0

2016 8 $200
2017 3 $1,125
2018 3 $1,800
2019 0 $0

2020 2 $2,700
2021 3 $2,725
2022 6 $9,705
2023 5 $1,050
2024 6 $6,150
2025 0 $0

Grand

Total 36 $25,455




e The requirement for the Department to confirm eligibility and issue written approval

has created a mechanism for taxpayer education and open dialogue. When an
application is received, the Department’s Compliance Division is assigned to

conduct a review of eligibility and contact the taxpayer. If the taxpayer has any
follow-up questions, they have a point of contact.

If you have any questions or need the report in an alternate format, please contact Steve
Ewing, Legislative and External Affairs Liaison, Executive Division, at (360) 534-1545.
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