CODE REVISER USE ONLY

EXPEDITED RULE MAKING OFFICE OF THE CODE REVISER

STATEOF WASHINGTON

CR-105 (June 2024) TIME:
(Implements RCW 34.05.353)

DATE: July 01, 2026
9:24 AM

WSR 26-14-113

FILED

Agency: Department of Revenue

Title of rule and other identifying information: (describe subject) WAC 458-20-118 Sale or rental of real estate, license to

use real estate.

Purpose of the proposal and its anticipated effects, including any changes in existing rules: The Department is
amending WAC 458-20-118 to incorporate 2025 legislation from Senate Bill 5794. Senate Bill 5794 amends that individual
storage space rentals or individual storage space leases for 30 days or longer at a self-service storage facility do not

constitute the rental of real estate.

Reasons supporting proposal: Updating this rule provides clarity to taxpayers..

Statutory authority for adoption: RCW 82.32.300 and RCW 82.01.060

Statute being implemented: RCW.04.390

Is rule necessary because of a:
Federal Law?
Federal Court Decision?
State Court Decision?

If yes, CITATION:

0 Yes No
0 Yes No
0 Yes No

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

] Private
O Public
Governmental

Name of agency personnel responsible for:

Name Office Location Phone
Drafting: Karen Bassi 6400 Linderson Way SW, Tumwater, WA 360-705-6613
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:

[0 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;

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

1 Content is explicitly and specifically dictated by statute;

L1 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 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: Karen Bassi

Agency: Department of Revenue

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

Phone: 360-534-1589

Fax: 360-534-1606

Email: KarenB@DOR.WA.GOV

Other:
BEGINNING (date/time) 7/1/2026 AND RECEIVED BY (date/time) 8/31/2026
Date: 7/1/2026 Signature:

Name: Perry Stern %t:

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 91-02-056, filed 12/28/90, effective
1/28/91)

WAC 458-20-118 Sale or rental of real estate, license to use re-
al estate. (1) Amounts derived from the sale and rental of real es-
tate are exempt from taxation under the business and occupation tax.
However, there is no exemption of amounts derived from engaging in any
business wherein a mere license to use or enjoy real property is gran-
ted. Amounts dexived from the granting of a license to use real prop-
erty are taxak nder the service B&O tax classification unless oth-
erwise taxeg another classification by specific statute, e.g.,

sale of ed under retailing. ((4See)) RCW 82.04.050 and
82.04.290 > no exemption is allowed for amounts received
sale or rental of real estate, ((4REW

terest received by persons engaged in the busi-
e on time or installment contracts. RCW
istinguishing the lease or rental of real
license to use real estate the depart-

the ((feltewing)) principles in this

estate f
ment of
rule.

estate. A lease or rental of real
est in a certain designated area of

(2) Lease or
property conveys
real property wi
session against the world uding the owner, and grants to the les-
see the absolute right o pancy during the term of the
lease or rental agreemer i1l not be construed as a
lease of real estate unl [
created thereby. It is
motel, tourist court, et
days or more 1is a rental o) 4 rther presumed that
((&+%)) rentals of ( (s e tments and leased

sumed to be a
site is as-

moorage slip or an airplane hangar/
rental of real estate only if a spg

signed and the rental is for a peri ( (Fea—
ger)) more.

(3) License to use real estate. a right
to use the real property of another but does not confer excl e con-
trol or dominion over the ((same)) real property. Usually the

grant conveys only a license to use, the owner controls s
lighting, heating, cleaning, repairing, and opening a
premises.

(a) Persons who are involved in more than one d of business
activity are required to segregate their income a eport under the
appropriate tax classification based on the nature of the specific ac-
tivity ((4see)). RCW 82.04.440((3)) .

(b) It will be presumed that a taxable license to use or enjoy
real property is granted in the rental of the following:

(1) Hotel rooms (for periods of less than 30 continuous days((+
see))) . WAC 458-20-166((F)) .

(ii) Motels, tourist courts and trailer parks (for periods of
less than 30 continuous days((+——see))). WAC 458-20-166((})) .

(iii) Cold storage lockers ((+4see)). WAC 458-20-133((3)) .

(iv) Safety deposit boxes and private mail boxes.

(v) Storage space ((+4see)). WAC 458-20-182((¥)) .

(vi) Space within park or fair grounds to a concessionaire.
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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.

(vii) Hairdressers, barbers, or manicurists who lease space with-
in another business ((4see)). WAC 458-20-200 ( (Leased—departments))).

(viii) Use of boat launch facilities for recreational purposes.

(ix) Space on a building for the attachment of advertising signs,
including for periods in excess of 30 continuous days.

(c) RCW 82.04.050 (2) (f) specifically defines all services of a
hotel, motel, or similar businesses as being retail sales. Thus, the
rentals of meeting rooms, display rooms, or ball rooms are retail
sales when rented out by such businesses. Persons who are not in the
business of s ing lodging are taxable under the service B&0O tax
classificatio income from the rental of meeting rooms.
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