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December 5, 2008 

 
 

To:  Joint Legislative Audit and Review Committee 
 
From:  William A. Longbrake, Chair 
  Citizen Commission for Performance Measurement of Tax Preferences 
 
Subject:  2008 Tax Preference Reviews 
 
Thank you for the opportunity to comment on the 2008 Tax Preference Preliminary Review Reports.  The Commission has 
provided a forum for discussion and public comment on the recommendations included in the reviews. Our comments are as 
follows: 
 

JLARC Recommendation Commission Position and 
Adopted Comments 

FULL REVIEWS: 
Intangibles  

Recommendation: 
The Legislature should continue the property tax exemption for 
intangible personal property. 

 
 
 
 
 
EXPEDITED REVIEWS: 

Wood biomass fuel:  Production Facilities/Sale/Distribution 

3) The Legislature should continue the retail sales tax 
exemption for sales of machinery and equipment used in 
constructing, altering or updating equipment which is used in 
selling wood biomass fuel.  Since this tax preference is not 

Recommendations: 
1) The Legislature should continue the property tax exemption 
for machinery and equipment used in producing wood biomass 
fuel.  Since this tax preference is not currently being utilized, it 
should be reviewed for effectiveness in the future once it is 
used. 

2) The Legislature should continue the leasehold excise tax 
exemption for leasehold interests of machinery and equipment 
used in producing wood biomass fuel.  Since this tax preference 
is not currently being utilized, it should be reviewed for 
effectiveness in the future once it is used. 

 
 
 
Does not endorse and comments as follows: 

Given the revenue impact of the exemption ($11 billion in 
2008), the dramatic growth of intangible property in the New 
Economy, and the impact of such a large exemption on the 
adequacy, efficiency and fairness of the tax system, the 
Commission recommends that the Legislature study the 
exemption and consider how to appropriately treat intangible 
property. 

 
 
 
 
Does not endorse and comments as follows: 

The Commission recommends that these preferences be 
allowed to expire in 2009 unless there is evidence that 
taxpayers plan to use them. 
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JLARC Recommendation Commission Position and 
Adopted Comments 

currently being utilized, it should be reviewed for effectiveness 
in the future once it is used. 

4) The Legislature should continue the use tax exemption for 
use of machinery and equipment used in constructing, altering 
or updating equipment which is used in selling wood biomass 
fuel.  Since this tax preference is not currently being utilized, it 
should be reviewed for effectiveness in the future once it is 
used. 

5) The Legislature should continue the business and occupation 
tax deduction for sales or distribution of wood biomass fuel.  
Since this tax preference is not currently being utilized, it should 
be reviewed for effectiveness in the future once it is used. 

 
FULL REVIEWS: 
Exported and imported fuel  

Recommendation: 
The motor vehicle fuel tax and special fuel tax exemption for 
exported and imported fuel should be continued. 

 
Private K-12 schools 
Recommendation: 

The Legislature should continue the property tax exemption for 
private, nonprofit schools. 

Private colleges  
Recommendation: 
The Legislature should continue the property tax exemption for 
private, nonprofit schools. 

Commercial vessels  
Recommendation: 
The Legislature should continue the apportionment of 
commercial vessels for property tax purposes. 

Other ships and vessels  
Recommendation: 
The property tax exemption for other ships and vessels should 
be continued. 

Real estate sales/rental/leasing  
Recommendation: 
The Legislature should continue the business and occupation 
tax exemption for income derived from real estate sales, rental 
and leasing. 

Business and occupation tax deduction for credit losses  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Endorse with the following comment: 

The Commission recommends the Legislature consider 
whether to modify this exemption in light of US Supreme Court 
decisions subsequent to enactment of this exemption. 

 
 
Endorse without comment 
 
 
 
 
Endorse without comment 
 
 
 
 
Endorse without comment 
 
 
 
 
Endorse without comment 
 
 
 
 
 
Endorse without comment 
 
 
 
 
Endorse without comment 
 
 
 

Recommendation: 
The Legislature should continue this business and occupation 
tax deduction for credit losses incurred by businesses. 
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JLARC Recommendation Commission Position and 
Adopted Comments 

FULL REVIEWS (cont.): 
Agricultural producers  
Recommendation: 
Given the fact that incomes have increased significantly for 
some farms since the period of financial hardships when this tax 
exemption was enacted, the Legislature should consider 
establishing an income threshold in order to qualify for the 
business and occupation tax exemption for agricultural 
producers. 

Insurance premiums  
Recommendation: 
The Legislature should continue the business and occupation 
tax exemption for income derived from insurance premiums. 

Public utilities  
Recommendation: 
The Legislature should continue the business and occupation 
tax preference for public utility income. 

Tax rate for urban trans. & vessels  
Recommendation: 
The Legislature should review the policy of taxing transportation 
related business activity at different public utility tax rates based 
on where a transportation service takes place or the size of a 
vessel in which the service is conducted. 

 Items used in interstate commerce  
Recommendation: 
The Legislature should clarify the public policy purpose for the 
retail sales tax exemption for sales of tangible personal property 
to air, rail, and water private or common carriers to be used in 
interstate or foreign commerce. 

Electric generating equip.; renewable resources  
Recommendations: 
1) Continue the retail sales and use tax preferences and 
reexamine these alternative energy tax preferences at a later 
date to determine their effectiveness in encouraging growth in 
this industry in Washington. 

2) The Legislature should implement reporting requirements 
and criteria on which to evaluate the tax exemptions and 
reevaluate the wattage threshold limit to ensure there are not 
unintended beneficiaries. 

 
EXPEDITED  REVIEWS: 

Public utility tax credit losses 

 
 
 
Endorse without comment 
 
 
 
 
 
 
 
 
Endorse without comment 
 
 
 
 
Endorse without comment 
 
 
 
 
Endorse without comment 
 
 
 
 
 
Endorse without comment 
 
 
 
 
 
 
Endorse without comment 
 
 
 
 
 
 
 
 
 
 
 
 
Endorse without comment 
 
 
 
 

Recommendation: 
The Legislature should continue this public utility tax deduction 
for credit losses incurred by businesses. 
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EXPEDITED  REVIEWS (cont.): 
Processing horticultural products 
Recommendations: 
The Legislature should continue the business and occupation 
tax preference for the income earned in receiving, washing, 
sorting, and packing of fresh horticultural products. 

Fraternal insurance 
Recommendation: 
The Legislature should continue the business and occupation 
tax preference for fraternal beneficiary organizations. 

Irrigation water 
Recommendation: 
Due to the lack of legislative intent and growth in beneficiaries 
of the public utility tax deduction for irrigation water, the 
Legislature should clarify if gross income derived from non-
agricultural uses of irrigation water should be allowed for this tax 
deduction. 

Sales for resale by water and gas utilities 
Recommendation: 
The Legislature should continue the public utility deduction for 
amounts derived from the sale for resale in Washington by 
water and gas utilities. 

Radio and TV broadcasting 
Recommendations: 
(1) The Department of Revenue should conform its rule and 
practice on radio and television broadcasting advertising income 
to comply with the statute that allows two means for 
broadcasters to deduct income earned from the sale of network, 
national, and regional advertising.  Since one of these means is 
no longer operative, broadcasters should deduct only actual 
sales of network, national, and regional advertising. 

(2) The Legislature should review the policy of exempting all 
network, national, and regional advertising from the B&O tax. 

Minimum gross income filing threshold 
Recommendation: 
The Legislature should continue this public utility tax minimum 
income threshold exemption. 

Public utility operating property 
Recommendation: 
The Legislature should continue these retail sales and use tax 
exemptions for sales of operating utility property to state and 
local political subdivisions. 

Gas tax exemption for handling losses 

 
 
Endorse without comment 
 
 
 
 
 
Endorse without comment 
 
 
 
 
Endorse without comment 
 
 
 
 
 
 
Endorse without comment 
 
 
 
 
 
Endorse without comment 
 
 
 
 
 
 
 
 
 
 
 
 
Endorse without comment 
 
 
 
 
Endorse without comment 
 
 
 
 
 
Endorse without comment 
 
 

Recommendation: 
The Legislature should terminate the motor vehicle fuel handling 
loss deduction. 
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EXPEDITED  REVIEWS (cont.): 
Airports owned by cities in other states 
Recommendation: 
Given that there are no out-of-state municipalities owning airport 
property in Washington, the Legislature should terminate this 
property tax exemption. 

Farm auction sales 
Recommendation: 
Due to the fact that Washington currently does not have uniform 
tax treatment for all purchases of used farm machinery and 
equipment regardless of location and method by which the 
property is acquired, the Legislature should require reporting 
information of on-farm auction sales and review the policy of 
these retail sales and use tax exemptions. 

Alcohol/biodiesel fuel production facilities 

 
 
 
Endorse without comment 
 
 
 
 
 
Endorse without comment 
 
 
 
 
 
 
 
Endorse without comment 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Recommendations: 
1) The Legislature should continue the property tax exemption 
for machinery and equipment used in producing alcohol fuel, 
biodiesel and biodiesel feedstock and review for effectiveness in 
the future once this industry is more developed. 

2) The Legislature should continue the leasehold excise tax 
exemption for leasehold interests of machinery and equipment 
used in producing alcohol, biodiesel and biodiesel feedstock 
and review for effectiveness in the future once this industry is 
more developed. 

3) The Legislature should continue the preferred business and 
occupation tax rate for manufacturers of alcohol and biodiesel 
fuel and feedstock and review for effectiveness in the future 
once this industry is more developed.  

 
 
 

 


